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0 £l House of Representatives Il
1 R besr Mr. du Pont: |
This is our report on the need for the Federal Power 1
M Commission to evaluate the effectiveness of the natural gas I
| curtailment policy. We made the review in accordance with
‘ your reguest of June 13, 1974, as modified by subseqguent
1 B Giscussions with you. |
WW WW We invite your attention to the fact that this report W
contains recommendations tc the Chairman of the Commission
which are set forth on page 16. As you know, section 236
of the Legislative Reorganization Act of 1970 reguires the
\ head of a Federal agency to submit a written statement on
| R actions taken on our recommendations to the House and Senate I
\ Committees on Government Cperations noct later than 60 days
(7. after the date of the report and to the House and Senate
. Committees on Appropriations with the agency's first reguest
;) for appropriations made more than 60 days after the date of
| HHHHH\L the report. ]
0 We will be in touch with your office in the near future !

‘W WW to arrange for the release of the report so that the require- W
ments of section 236 can be set in motion
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COMPTRCLLER GEWERAL'S REPOKRT TO | NEED FOR THE FEDERAL POWER 254
| THE HONCRASLE PIERRE 5. DU POWT . COMMISSICOw TO EVALUATE THE
‘ HCUSE OF REPRESENTATIVES EFFECTIVENESS OF THE NATURAL
GAS CURTAILMENT POLICY

L . T =Y

To deal with the critical natural gas shortage, the
Federal Power Commission established a curtailment
policy to limit adverse effects of the shortages
through end-use priorities which best serve the
public interest.

The Commission's jurisdiction extends only to inter-
state pipeline companies and not to intrastate pipe-
line or distributing companies. Therefore it lacks
authority to obtain the necessary information to
evaluate the effectiveness of its natural gas cur-
| tailment policy. The intrastate pipeline or distri-
puting companies acccunt for most of the gas sold to
consumers.

The Commission has recognized the need for end-use
‘ and economic impact information but, so far, has
| been unsuccessful in obtsining the needed infor-
‘ mation by indirect means. The Commission, with
the Federal Energy Administration, is attemoting
to obtain the needea information.

Because of the Commission's past unsuccessful ef-
forts, GAO is not sure that the current effort will
be successful; it believes the Commission should
‘ continue its efforts until a determination can be
made. GAO is recommending that the Commissiocn re-
port to the Congress on the results of the coordi-
nated effort. GAO is recommending that, if the
degired results are not obtained or if the Commig-
‘ sion finds the mechanism too cumbersome, the Com-
mission seek legislative revisions to the Natural
Gas Act to extend the Commission's authority to
obtain information on (1) natural gas sales by
intrastate pipeline and distributing companies and
| (2) the end use of the gas by ultimate consumers
| who purchase the gas from interstate and intrastate
pipeline and distributing companies. (See p. 16.)

Natural gas constitutes about 33 percent of the
Nation's total energy consumption. Demand for
natural gas began exceeding supplies as early eas
1470 when some intersteste pipeline companies first

cover date should be noted hereon.
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founa it necessary to curtail natural gas deliveries
to their firm customers. (See p. 1.)

Tc evaluate the effectiveness of its curtailment
policy, the Commission needs information on the end
use of gas supplies and on the economic impact of
the shortages on the areas affected.

Without end-use and economic impact information,
the Commission cannot determine whether pipeline
companies are distributing available natursl gas
as specified in approved curtailment plans or
whether mcdifications are needed to achieve cur-
tailment policy objectives. The Commission also
needs such information to make decisions on future
natural gas matters, such as allocating available
natural gas among geographic areas to egualize the
shortage, and to keep the Congress informed as it
considers the natural gas deregulation issue.

(See £. 4.)

Because the Commission has no authority to obtain
end-use and economic impact information it has tried
to monitor its policy by obtaining information under
its present authority over interstate pipeline com-
panies. Although the information obtained was ade-
guate to show that generally gas curtasilments were
increasing in broada areas of the country, it dié

not show how the gas was being used or the economic
impact of the shortages on the areas or communities
involved. (See p. 7.)

To illustrate the problem, GAO reviewed gas cur-
tailments in Delaware and found that the curtail-
ment reports filed by the interstate pipeline com-
panies did not show the actual eccnomic impact of
the curtailments on the State. The primary reason
was that Delmarva Power and Light Company, the
principal supplier of gas in Delawsre, is an intra-
state distributing company and not under the Com-
mission’s jurisdiction. <{onseguently, the Commis-
sion has no means of obtaining a major portion of
the data affecting Delaware. (See p. 8.)
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interstate commerce that were subject to the Natural Gas Act.
The 34 largest companies sell about Y0 percent of the natural
gas sold in interstate commerce.

NATURAL GAS SHORTAGE

Natural gas constitutes about 33 percent of the HNetion's
| total energy consumption. Natural gas has been preferred over
; other fossil fuels because the price has generally been low:
| gas presents no handling problems; there is no necessity for
consumer storage facilities; the eguipment is generally small,
simple, and inexpensive; the fuel burns cleanly; and there is
no waste disposal problem. Because of this preference, the use
of natural gas has grown rapidly. Increased demand has been
accompanied by reduced findings of additional gas in recent

| CHAPTER 1

INTRODUCTION

The Federal Power Commission (FPC) is an independent regula-
tory agency operating under the Federal Power Act (16 U.S.C. 792)
‘ and the Natural Gas Act (15 U.S.C. 717) to regulate certain
interstate aspects of the electric power and natural gas indus-
tries, !
FPC Commissioners are appointed for a 5-year term by the

‘ President with the advice and consent of the Senate. The
Chairman is designated by the President from among the members
and is the principal executive. The FPC staff is composed of

the Executive Director, who is responsible for the effective-
ness and efficiency of staff operations, and 14 separate bureaus
and offices which advise and assist the Commissioners in the

; discharge of their responsicilities.

; Under the Natural Gas Act, FPC is responsible for regulating
certain interstate aspects of the natural gas industry to in-

\ sure an adequate supply of natural gas at reasonable prices to

i meet the Nation's energy needs. FPC issues certificates of

‘ public convenience and necessity to permit construction of new |
facilities and extensions of existing facilities by interstate
natural gas companies. In addition, it regulates interstate

‘ natural gas pipeline companies' wholesale rates of natural

gas, thejr accounting and reporting requirements, depreciation
practices, and abandonment of property. It has no jurisdiction

‘ over intrastate pipeline companies.

; As of December 31, 1974, there were 119 interstate natural
gas pipeline companies making sales on a permanent basis in
years., The result has been a natural gas shortage,




Gas supply and demand are dependent on many factors, in-
cluding exploratory work, new technology, and pricing consid-
erations. Nevertheless the relationship between gas supply and
demand for the future has been developed for the Nation by FPC
using, in part, data developed by the Future Requirements Com-
mittee which is a nongovernmental organization composed of
members from the gas-producing, pipeline and distributing com-
panies. Their projection, including the resulting shortage,
is as follows:

Trends in Demand and Supply for Gas

Year Demand Range of supply Range of shortage

1975 28.0 24.3 to 24.8 3.2 to 3.7
1980 33.4 24.7 to 31.2 2.2 to 8.7
1985 38.4 25.3 to 32.6 5.8 to 13.1

1990 45.3 25.2 to 34.Z 11.1 to 20.1

November 1970 serves as reference point for the onset of
the actual gas shortage when some interstate pipelines first
began curtailing firm customers. Pipeline and distributing
companies have been unable to expand supply to meet market
demand. They have been forced to limit expansion, refrain
from taking on new customers, and, in some cases, have been
unable to increase deliveries to some existing industrial
customers.

The production of natural gas for sale in interstate com-
merce, which represents about 66 percent of the total lower 48
State production, peaked in 1971 and 197z at 14.2 trillion
cubic feet (TCF), dropped in 1973 to 13.7 TCF, and dropped fur-
ther in 1974 to 12.9 TCF. Proved gas reserves dedicated to
support continued sales to interstate pipeline companies peaked
in 1967 at 198.1 TCF, dropped in 1973 to 134.3 TCF, ané dropped
further in 1974 to 120.4 TICF.

According to FPC the interstate supply system is receiving
a smaller fractional share of total new gas supply than it did
in previous years. Conversely, the intrastate sector appears
to have been relatively stable in recent years and is now recei-
ving a larger fractional share of total new supply than in the
past.
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! The following graph shows the recent trends toward commit-
ting reserves of the interstate and intrastate markets.
\
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‘ SOURCE: A Realistic View of UeSs Natural Gas Supply, December 1974,
FPC Staff Report.
§ In an effort to better menage the nationwide shortage of
] natural gas, FPC establishea a policy to minimize curtailment
effects through end-use priorities which it believes best serve
the public's interest.
As Representative Pierre S. du Pont reguested, we reviewed
(1) FPC's efforts to effectively implement its natural gas cur-
tailment policy and (2) gas curtailments in Delaware.
3 ' |




Ve CHAPTER 2

NEED TO EVALUATE EFFECTIVENESS OF
NATURAL GAS CURTAILMENT POLICY

FPC's policy is to minimize the effects of natural gas
shortages through end-use priorities. The policy is carried
out through approval of curtailment plans prepared by interstate
pipeline companies delineating how available gas will be allo-
cated to customers. To evaluate the effectiveness of its cur-
tailment policy, FPC needs information on the end use of gas
supplies and on the economic impact of the shortages on the
areas affected. However, because FPC's jurisdiction extends
only to interstate pipeline sales, it does not have authority
to obtain the necessary information.

Without end-use and economic impact information, FPC cannot
determine whether pipeline companies are distributing available
natural gas as specified in the approved curtailment plans or
whether modifications are needed to achieve curtailment policy
objectives. FPC also needs such information to make decisions
on future natural gas matters, such as allocating available
natural gas among geographic areas to equalize the shortage,
and to keep the Congress informed as it considers the natural
gas deregulation issue.

FPC lacks authority to obtain end-use data on sales by
intrastate pipeline companies, including sales by any company
that receives natural gas within or at the bcundary of a State
if all the gas received is ultimately consumed within the same
State. Most gas consumed by end users is sold by intrastate
pipeline and distributing companies.

Without authority to obtain end-use and economic impact
data, FPC has tried to monitor its policy by obtaining data
under its present authority over interstate pipelines. Although
the information is adequate to show that generally gas curtail-
ments were increasing in broad areas of the country, it does
not show how the gas is being used or the economic impact of
the shortages on the areas or communities involved.

Our review of gas curtailments in Delaware showed that the
curtailment reports filed by interstate pipeline companies did
not show the actual economic impact of the curtailments on the
State.

FPC has recognized the need for end-use and economic impact
information and recently has unsuccessfully attempted to obtain
the needed information by indirect means. However, such efforts
are continuing.

Y



NATURAL GAS CURTAILMENT POLICY

ESTABLISRMENT OF

When the supply of natural gas cannot meet general needs,
some very difficult decisions must be made with respect to con-
sumers who must be curtailed. Interstate pipeline companies,
with the approval of FPC, make these decicsions. Decisions to
curtail specific customers are simultaneously an allocation of

" available supply to other users. FPC has identified a number
of factors that interstate pipeline companies should consider
in making such decisionss (1) safety, (2) efficiency of gas
use, (3) consumer reliance on gas for its unique characteristics,
(4) availability and practicality of alternate fuel substi-
‘ tution, (5) environmental impact, (6) volumetric impact, (7)
i economic factors, and {8) relationship of gas use to human need
| requirements. The overall intent of FPC's policy was to mini-
mize the effects of the shortage through end-use priorities
that best serve the public interest.

On April 15, 1971, FPC issued Order 431 for emergencies
when adequate gas supplies were not available to the consumer.
The order was to insure that interstate pipeline companies
would take steps necessary to protect adeguate and reliable
service. The order recognized, however, that certain natural
gas pipeline companies would be unable to deliver enough gas
to meet demands. In this regard, the order reguired that pipe-
line companies anticipating problems file a curtailment plan.
Pipeline companies were directed to consider curtailing inter-
ruptible sales and large boiler fuel sales where alternate fuels
were available. Interruptible sales are made under contracts
which do not expressly obligate the seller to deliver specific
volumes within a given time and which permit the seller to
interrupt service on short notice.

On January 8, 1973, FPC issued Order 467 which refined
FPC's curtailment policies by ordering interstate pipeline
companies curtailing natural gas to follow a priority-of-service
Systemw

The priority-of-service system considers the end use of
the natural gas placing all ccnsumers into one of eight cate-
gories and allowing higher priority consumers to be curtailed
only after all lower priority consumers on a pipeline system
had been curtailed.

The priority-of-service categories follow.

1. Residential and small commercial (less than 50 thou-
sand cubic feet (MCF) on & peak day}.

m |



2. Large commercial (50 #MCF or more on a peak day) and
tirm industrial regquirements for plant protection,
feedstock, and process needs.

3. Industrial customers not specified in category 2,4,5,
6,7, or 8.

4., Firm industrial customers using between 1,500 and 3,000
MCF each day for boiler fuel where alternete fuel cap-
apilities can meet such reguirements.

5. Firm industrial customers using more than 3,000 MCF
each day for boiler fuel where alternate fuel capabil-
ities can meet such reguirements.

6. Interruptible customers using less than 1,500 MCF each
day. )

7. Interruptible customers using between 1,500 and 3,000
MCF each day.

8. Interruptible customers using more than 3,000 MCF each
day.

We noted that residential customers used an average 0.38
#MICF each day and a large fertilizer company used 10,600 MCF
each day.

Although firm and interruptible services denoted contractual
arrangements rather than end-use commitments, FPC concluded in
Order 467 that interruptible sales were predicated on end-use
considerations and that those customers requiring gas for human
needs service or nonsubstitutable industrial service did not
contract on an interruptible basis. Thus, interruptible sales
were given the lowest priority.

The end-use priority system for firm services is predicated
on the proposition that large volume beciler fuel use is tiie
least efficient use of natural gas and should be the first firm
service curtailed.

FPC issued Grder 467-A cn January 15, 1973, revising Order
467 by permitting pipeline companies to respond immediately to
meet emergency situations that may occur during periods of cur-
tailments.

FPC issued Order 467-B on March 2, 1973, revisina the cur-
tailment policies established in 467 and 467-A by primarily
changing the eighth priority-of-service category and by addina
a ninth, as follows:



able to offset the gas curtailments, and (3) contained no infor=-
mation on what gas supplies the curtailed pipeline customers may

8. Interruptible customers using between 3,000 and 10,000
MCF each day, where alternate fuel capabilities can
meet such requirements.
| §, Interruptible customers using more than 10,000 MCF
| each day, where alternate fuel capabilities can meet
| such requirements.
| In addition, Order 467-B added “where alternate fuel cap-
| abilities can meet such reqguirements" tc oriority-of-service
_ categories 6 and 7.
FPC issued Order 493 on September 21, 1973, adopting cer-
‘ tain definitions to standardize end-use classifications and ‘
| priority-of-gervice categories. However, the basic nine-cate- |
‘ gory end-use priority system remained intact. Some definitions
specified in Order 49%3 were refined further in FPC Order 453-A
issued October 29, 1973. 1In Order 493-A FPC conceded that, as
the result of the lack of uniform market data, implementation
of end-use curtailment programs may result in undue discrim-
ination and preference among the ultimate consumers. |
FPC did not issue other curtailment policy statements until
Order 467-C, issued April 4, 1974. This order revised FP{ regu~-
lations about filing requests for relief from curtailments.
INFORMATION OBTAINED UNDER CURRENT AUTHORITY ‘
IS5 INADEQUATE rOR EVALUATION PURPOSES 1
Interstate pipeline companies provide information to FPC 5
‘ for considering proposed curtailment plans. The material con-
! tains historicel information about end use of netural gas and
| some material contains information on the estimated effects of
future natural gas curtailments. This information, however,
does not allow for monitoring the effects of curtailments while
curtailment plans are being studied during formal oroceedings
or after FPC approves the plans.
i
; Therefore, beginning in September 1973, FPC sought to moni-
} tor its curtailment policy by reguiring interstate pipeline
companies to furnish curtailment reports regularly.
3 Generally, however, the natural agas curtailment information
‘ the interstate pipeline companies reported to FPC did not show
the economic impact of such curtailments con the areas involved.
‘ The curtailment reports (1) contained no information on gas
deliveries and curtailments of intrestate pipeline companies,
which supply most of the gas consumed by end users, (2) did not
consider to what extent alternate fuels or stored gas was avail-




themselves own or purchase Jdirectly from producers. The fol-
lowing information, most of which was obtained in Delaware,
demonstrates this point.

Information obtained on
gas curtallments in Delaware

Two companies--Eastern Shore Natural Gas Company and Del-
marva pPower and Light Company--supply all the natural gas con-
sumed in Delaware. Eastern Shore serves customers in Delaware
and eastern Maryland. Most of Eastern Shore's sales are to
industrial customers or distribution companies. Delmarva serves
residential, commercial, and industrial customers in northern
Delaware.

Both companies have the same supplier of natural gas--
Transcontinential Gas Pipe Line Corporation (Transco), an inter-
state pipeline, which purchases natural gas primarily in Texas
and Louisiana and transports it up the east coast. Eastern
Shore, an interstate pipeline company, is under FPC jurisdiction;
Delmarva, an intrastate pipeline company, is not under FPC juris-
diction.

Transco's firm contract with Eastern Shore is for 22,900
MCF each day, and its firm contract with Delmarva is for 54,800
MCF each day. Although FPC receives regular reports about
Delaware's gas shortage from Transco and Eastern Shore, the in-
formation in these reports is inadequate to determine the effect
of the natural gas curtailments on the State. For example, these
reports for the September 1973 through August 1974 period showed
that Transco curtailed its firm customers, including Eastern
Shore and Delmarva by 19.34 percent. Eastern Shore in turn,
however, reported a less-than l-percent curtailment of its firm
customers but curtailed its interruptible customers by about
86 percent. Delmarva, as an intrastate distributing company,
was not required to file any reports,

In its projections for the September 1974 through August
1975 period, Transco estimated that it would curtail its firm
customers about 27,7 percent, although a contemplated change in
the curtailment method made it uncertain as to how much each
customer would be curtailed. Because of the uncertainty as to
how much it would be curtailed by Transco, Eastern Shore could
not project the amount of curtailments for its customers.

In summary, the curtailment reports include only general
curtailment information; they contain no information on how
the curtailments have affected Delaware. The reports do not
provide a basis on which to determine the effect of Eastern
Shore's 86-percent curtailment of its interruptible customers.
Even more important, because Delmarva is the largest gas



in November 1974 Eastern Shore and Delmarva representatives
told us that firm customers were not greatly affected by Transco's
curtailments but that they could not meet all the demands for
gas on an interruptible basis. Eastern Shore and Delmarva rep-
resentatives said that curtailed interruptible customers, who
used the gas as boiler fuel, had anticipated the curteilments
and had made arrangements to purchase alternate fuel. In addi-
tion, they said that customers receiving interruptible gas ac-
cepted the fact that the natural gas they received was consid-
ered excess and appreciated the low-cost fuel when it was avail-
able. |

One customer of Eastern Shore said that he used oil and gas ‘
as boiler fuel to produce electricity. He contracted for a cer-
tain amount of firm gas and interruptible gas from Eastern Shore
when it was available. The customer told us that during the
heating season--November 1973 to March 1974--interruptible gas
was offered by Eastern Shore but it was refused even though it
was about one-third of the cost of the fuel o0il being burned.
The reason given was that past fuel oil allotments were based
on historical consumption, and the customer was afraid that, if
such an allocation system continued, consumption would be arti-
fically low and would result in lower future oil allocations.
A customer told us that, when interruptible gas was not avail-
able, his company's demand for firm gas was always less than it
has contracted for because it needed only enough gas to keep |
pilots gocing to ignite the fuel oil.

Although Eastern Shore was curtailing firm deliveries,
such curtailments occurred in only a few instances as of
November 1974, and then only for major industrial customers
for a short time.

--8 25~ and 20-percent curteilment each lasting 1 day in
January 1973.

--A l4~-percent curtailment lesting 3 days in December 1973.

-=A l6-percent curtailment lasting 19 days in January 1974,

~--A 20-percent curtailment lasting 12 days in Cctober 1974.
Mcreover, as of November 1974, Delmarva, the largest aas

gupplier in Delaware, had never curtailed firm deliveries.

we examined the implications of Eastern Shore curteilments
of its eight industrial customers and generally found that:

supplier in Delaware and is not under FPC's jurisdiction, FPC
has no means of obtaining a major portion of the dats affecting
Delaware.
Effect of natural gas curtailments in Delaware
9




--Most customers curtailed took less gas than their entitle-
ment. We did not determine why, although we noted that
most of the customers usually took less than the con-
tract amount.

--Three customers took gas out of storage to offset cur-
tailments. The use of stored gas and its impact on cur-
tailments are discussed in the next section of this
chapter.

~--Some customers have a propane injection system which can
augment the shortened gas supply. In such cases the
effect of the curtailments could be reduced. Eastern
Shore did not know how meny of its customers used propane.

Use of stored gas to offset curtailments

Since customer demand for natural gas does not remain con-
stant, some pipeline companies provide a gas storage service
whereby customers can offset the effects of gas curtailments
during peak periods by withdrawing gas stored by pipelines in
underground reservoirs. However, gas withdrawls during pesk
periods must be replaced during nonpeak periods. To replace gas
in storage, customers use less than their allotment from the
pipeline and divert it to the storage fields.

Transco provides a gas storage service for its customers,
including Eastern Shore and Delmarva. Transco has delegateaq
the decision to extract gas from storage during peak periods to
Eastern Shore and Delmarva. Eastern Shore allows its customers
to make the decision as to when to use stored gas. Delmarva,
however, considers the stored gas when deciding on the allotment
of gas to its customers. Also, Delmarva has storage capacity
(250,000 MCF) of its own that gives them even greater flexibility
in the use of allotted gas.

Gas curtailment repcrts filed with FPC do not show the
effects of stored gas on the pipeline companies' ability to
serve their customers. Using stored gas has helped the Delaware
pipeline companies keep the effects of curtailments to a minimum,
although reports filed with FPC show a more serious situation.

Curtailments cffset through
exploration or direct purchase

Many pipeline companies are involved in exploring for natu-
ral gas or in purchasing gas directly from producers. By such
means, customers are able to obtain the gas needed to offset cur-
tailments by their suppliers. To the extent that curtailments

10
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might be offset by gas from these other sources, FPC curtail-
ment reports would be misleading.

For example, Elizabethtown Gas Company of New Jersey is an
intrastate distributing company principally supplied by Transco.
To increase its gas supply, an affiliate company produces gas in
Texas and Louisiana and the gas is then transported to Transco's
lines, where arrangements have been made for Transco to trans-
port the gas to Elizabethtown Gas Company. With this additional
supply, Elizabethtown Gas Company nas been able to offset all
Transco's curtailments. The information provided to FPC, how-
ever, would nct reflect this situation. Monthly curtailment
reports for Transco showed firm curtailments to Elizabethtown
Gas Company of 2,342,157 MCF over the 3-month period ended
December 1974, The Elizabethtown Gas Company, however, had
anticipated that such curtailments could be offset with its
oWwn gas.

ATTEMPTS TO OBTAIN END-USE AND
ECONOMIC IMPACT INFORMATION

On various occacions, FPC officials have recognized the
neea for information about the end use of natural gas and about
the economic impact of curtailments on the areas involved. For
example, in July 1974 the FPC Chairman said that end-use infor-
mation on gas would be of material assistance to FPC in deter-
mining the dimension and impact of the natural gas shortage.

He also said that FPC and other Government agencies particularly
wanted related information on curtailment experience at the user
level. This information was needed to analyze the gas supply-
demand situation for the 1974-75 winter and to estimate what
would be the need for alternate fuels.

Because it lacks the authority to get the necessary infor-
mation by direct means, FPC has unsuccessfully tried to get the
information by indirect means. For example, in July 1974 FEC
tried to obtain certain data from 42 interstate pipeline com-
panies on a one-time basis in conjunction with a reguest from
the Federal Energy Administration (FEA) for certain energy re-
lated information. The infcrmation reguested was for deter-
mining the impact of curtailments on individual pipeline cus-
tomers for the 1974-75 heating season (November through March).

To obtain uniform data, FPC provided three schedules for
the pipeline companies tec submit. These schedules, each for »
different class of customer, were designed to obtain data on
the estimated end use c¢f the curtailed volumes of gas, the
alternate fuel needea to offset these curtailments, and the
availability of alternate fuels. 1In its reguest FPC said that
this data was needed because present data did not provide an
analysis of how the natural gas deficiency would be allocated




to each pipeline customer or which types of users mignt be
affected. FPC said that without information concerning the im-
pact of curtailments on each customer, a more meaningful assess-
ment of the impact of the national natural gas shortage was im-
possible.

FPC was unsuccessful, however, in obtaining the curtail-
ment data requested. The data provided on one of the schedules
was merely a restatement of data already available. The date
for the other two schedules was either incomplete or not sub-
mitted, and FPC has no authority to force compliance with its
request.

In another instance, FPC spearheaded an interagency task
force in an attempt to get information on the effects of gas
curtailments and on how best to minimize the impact of the gas
shortages. 1In his letter of August 8, 1974, asking cooperation
of other Federal agencies on the task force, the FPC Chairman
said:

"In order to provide a background for policy making
procedures, the Federal Power Commission is establishing
a Task Force to examine the impact of present and pros-
pective curtaiilment of gas service on agriculture, indus-
try, employment and the economy.

"x * * The Task Force should include policy level
representatives (Assistant Secretary or Assistant Admini~
strator) plus other analysts who can identify the effects
of gas curtailments and provide the technical and ana-
lytical expertise that is needed to determine the means
to minimize the impact of gas curtailments."

The task force relied heavily on FPC's natural gas curtail-
ment information obtained from interstate pipeline companies,
Such information, as stated previously, contains little infor-
mation on the economic impact of gas curtailments. Consequently,
the task force report oL December 1974 contained little infor-
mation on the specifics of the end use of available natural gas
or the economic impact of the shortages. For example, in des-
cribing the economic impact of gas curtailments on the manufac-
turing industry, the report said that the lack of information on
the extent and location of likely curtailments, the availability
and technical feasibility of alternate supplies of energy, and
the criticality of natural gas in specific processes preclude
guantitative estimates of the probable direct and indirect
effects on employment and output.

FPC has also requested information about the natural gas

shortage and curtailments from the Future Requirements Committee.
According to an FPC official, the information FPC obtained
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WW MWW received limited use primarily because FPC could not determine

Il the accuracy of the information; it had no authority to review

WWW the basic information supplied to the Future Requirements Com-
! mittee and, therefore, could not check the validity.

FPC is making another effort to obtain the needed infor- I
mation through the FEA. This effort originated at a meeting W
in November 1974 which included representatives of FEA, FPC,
and 24 other concerned organizations. I

)

At the meeting, FEA expressed a desire to obtain historical
data on curtailments, end uses, and alternate fuels of gas dis-
tributors' customers. FEA suggested that FPC use FEA's authority |
to collect the data from the intrastate distributors. |
WW FEA has been given broad information-gathering authority W
‘ under the Federal Energy Administration Act of 1974 (88 Stat. 96).
R Under such authority FEA may require any person engaded in energy |
supply or major energy consumption to provide any information as
WW may be necessary to enable the Administrator to carry out his
) functions under the act.

Il
WW A working committee was established, consisting of staff

WW members of FPC, FEA, and the National Association of Regulatory W
0 Utility Commissioners. An fPC official on the working committee

Wm told us the collection of the curtailment datea was still in the

MW WW planning stage but the committee planned to obtain curtailment

data each quarter from interstate and intrastate pipeline com-

panies that sell gas to end-use customers. The data will include
‘ deliveries, curtailments, and alternate fuel needs by individual

customers with 100,000 MCF or more of deliveries each year and

i will include combined data for all customers with less than

WW 100,000 MCF of deliveries each year. W

\
WW FPC discussed the current status of this work in its July 7,
il Il 1975 comments on our findings and conclusions. These comments
1} are summarized on page 14 of this report.

1! CONCLUSTONS

[l
To minimize the effects of natural gas shortages, FPC es- I
tablished a curtailment policy designed to provide guidance to
interstate pipeline companies as to which consumers are to be HW
I provided with, or denied the use of, natural gas on a priority-
WW MWW of-service basis. These priorities are based upon the end use of
the natural gas which FPC believes will best serve the public's

1| interest,

One of the primary aims of the curtailment policy is to
deny natural gas to end users who will not be seriously affected
by such denial. To fulfill this objective it is essential that
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both end-use and economic impact information be obtained. FPC
has recognized the need for such information, but, under its
present authority, which extends only to interstate pipelines,
it cannot obtain needed information from intrastate pipeline
and distributing companies, which accounts for most of the gas
sold to the ultimate consuner.

The regular reports on curtailments from interstate pipe-
line companies are helpful but are inadeguate for evaluating
FPC's curtailment policy. FPC's attempts to obtain the necessary
information through indirect means have been generally unsuccess-
ful. However, such attempts are continuing.

Without reliable information on how natural gas is being
used and on the economic impact that gas shortages are having
on areas of the Nation, FPC is not in a position to determine
if interstate pipeline companies are effectively cerrying out
approved curtailment plans or to make decisicns about future
use of natural gas.

FPC AND FEA COMMENTS AND OUR EVALUATION

In commenting on our findings and conclusions, FPC, in a
letter dated July 7, 1975, stated its belief that it had adminis-
tered its curtailment policies in as effective a manner as possi-
ble in the light of its statutory abilities and the sheer magni-~
tude of the curtailment problem. FPC did believe, however,
that an expansion of its authority to obtain natural gas data
would facilitate the discharge of its statutory responsibilities
and pointed out that it had supported such expansion for many
years.

FPC also described many recent actions it had taken to in-
crease the amount and reliability of the date it depended upon
in formulating curtailment policies. The principal action dis-
cussed and the only one aimed at the continuous monitoring of
gas curtailments was the recent promulgation of FPC form 69
issued June 25, 1978, Thic form wags developed in coordination
with FEA, the National Association of Regulatory Utility Com-
missioners, and other governmental agenices. It resulted from
the action described on page 13 of this report.

Form 6% will help FPC to acquire, on a regular basis, in-
formation regarding the alternate fuel situation of pipeline
companies' direct end-use customers.

Form 69 will be filed with FPC only by jurisdictional
suppliers. Suppliers of natural gas who are not subject to the
jurisidiction ot FPC will not be affected by the promulgaticn
of form 69 but will be required to file a similar form with FEA,
thereby satistying the mutual regquirements of both FPC and FEA
for this information.

14
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1 1 The information regquired by form 69 was to be submitted I

to FPC by August 1, 1975, for the actual period from April 1,

1974, to March 31, 1975, and for the quarterly period ended

I June 30, 1975, and thereafter on a qguarterly basis on or before

April 30, July 30, October 30, and January 30 of each year.

WW‘ FPC described other actions in its comments which provided,
\ or should provide, natural gas data for use in assuring that

Il WW\ particular end users' needs are recognized and in determing I

how projected shortages will have an impact on several inter-

state pipeline systems. These actions included (1) FPC's pro-

cedures for granting emergency relief from curtailment to users

who can justify such relief and (2) an order directed against

14 interstate pipeline companies aimed at informing FPC as to

| how the companies plan to deal with their projected shortages. [l

Information resulting from such actions is useful in managing

curtailments, but it is obtained on a one-time basis and does

not provide a means of continually monitoring the effects of

curtallments.

Although FPC has proposed or supported legislation in past
h years to increase its information-gathering authority, many of
e these proposals were made when netural gas was olentiful and I
‘ the urgent need for the data was difficult to support. This
may be the main reason that efforts to enact such legislation |
in the past have been unsuccessful.

Although we continue to believe that the probable solution
to the problems discussed in this report lies in additional

| information~gathering authority for FPC, we do not want to pre-
R clude the possibility that FPC's current coordination efforts |
with FEA and the use of form 69 will result in FPC's obtaining
the information neededa to effectively regulate curtailed gas
deliveries.,

If such efforts prove successful, it would eliminate the
difficult task of trying to effect major legislative revisions. W

WW MWW In commenting on our preliminary report by letter dated
July 18, 1975, the Administrator, FEA, stated that the data-
‘ gathering system it developed in conjunction with FPC would
provide the necessary gas curtailment data for both interstate
and intrastate pipelines, down to the ultimate consumer. FEA
said that it was not imperative for FPC to seek legislation to
T e il

me It remains to be seen, hcwever, particularly in view of
past unsuccessful efforts to obtein information on the impact
of gas curtailment that working through FEA will provide FPC

| H\HHHHH\HHHH 15




with the data it needs. A means of verifying the deta obtained
from rEA is one problem to be resolved. The fact that FEA's
authority expires in 1976 must also be considered in arriving
at the final solution.

Nevertheless we believe that this latest effort by FPC and
FEA should be tried to see if the needed information can be
obtained in the manner devised. The Congress should be kept
apprised of the status of this latest request for informaticn
and of any additional actions that mey be necessary to success-
fully accomplish the desired objectives.

The Administrator, FEA, made two additional comments in
his letter. He said that, with the present information provided,
it is possible for FPC to adeguately assess the impacts of the
gas curtailment policies on users. Our report discussed this
issue at length and concluded that FPC did not get adequate in-
formation to assess the impact of natural gas curtailments.
FPC's comments on our report did not refute our conclusion.
The Administrator said also that interstate pipelines include
gas held in storage in projecting available supply and levels
of curtailments or supply deficiencies. Although pipelines may
consider the amount of gas in storage in makina projections, we
found that reports filed with FPC concerning Delaware do not
show the effects of stored gas on the pipelines ability to serve
their customers. FPC comments on our preliminary report did
not refute our facts on this point either.

RECOMMENDATIONS TO THE CHAIRMAN, FPC

We recommend that the FPC Chairmen report to the Congress
on the results of the FPC-FEA coordinated effort to obtain the
natural gas curtailment data needed to evaluate the effective-
ness of FPC's curtailment policy. The report should comment on
the adequacy of the data and on additional actions needed to
obtain the data.

we recommend that, if the desired results are not obtained
or if FPC finds the mechanism too cumbersome, the FPC Chairman
seek legislative revisions to the Hatural Gas Act to expand
FPC's authority to obtain information on (1) natural gas sales
by intrastate pipeline ana distributing companies and (2) the
end use of the gas by ultimate consumers who purchase the gas
from interstate and intrastate pipeline and distributing com-
panies.

16



CHAPTER 3

S5COPE CF REVIEW

e made our review primasrily at FPC headguarters offices
in Washington, D.C. We wvisited the offices of Eastern Shore
Natural Gas Company, Dover, Delaware, and Delmarva Power and
N Light Company, Wilmington, Delaware, and met with officials of
these ccmpanies wno were kinowiedgeable about their company's
natural gas curtailment activities.

e also met with officials of the Delaware Public Service
Commission and of the city of Dover, Delaware.

At FPC headguarters, we reviewed legislation, regulations,
policies, and procedures relating to FPC's natural gas curtail-
ment program, and curtailment reports.

17
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FEDERAL POWER COMMISSION
WASHINGTON, D. C. 20428

OFFICE OF THE CHAIRMAN

July 7, 1975

Mr. Henry Eschwege

Director

Resources and Economic
Development Division

U. S. General Accounting Office

441 G Street, N.W.

Washington, D. C. 20548

Dear Mr. Eschwege:

As requested in your letter of June 20, 1975,
I am transmitting the enclosed comments of the
Commission on your proposed report to Congressman
Pierre S. du Pont on the natural gas curtailment
policy of the Federal Power Commission.

In addition to the enclosed comments I would
like to invite your attention to page ii of your
Digest, as amplified by the text of the report on
page 5, to the effect that FPC needs information
about curtailment details to make "decisionsinvolving
the necessity of deregulation of natural gas. . ."

As you know, FPC is not empowered to deregulate.

If GAO means that the FPC is responsible for developing
some kind of end-use impact information for Congress

to use in its decisions relating to deregulation, the
text of your report should be clarified to so state.

%, 18
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On page 22 of your draft report it is indicated
that the FPC is planning another effort to obtain the
needed end-use information "primarily because of the
‘ desires of FEA." This is inaccurate and should be
revised. The FPC has indicated to FEA for over one
X yvear that it is essential to secure information con-
cerning the availability of alternate fuels to end-use
customers, precise data concerning the impact of cur-
tailments on the economy, and detailed end-use information.
We are working on a coordinated basis with FEA to secure
information which we have long sought.

Very truly yours,

L

gelng

John N, Nassikas
Chairman

FPC Comments on GAO Draft
Curtailment Report
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COMMISSION COFi-UNT3 ON GAO DRAFT CUATALLNAAT REPOXT

.

The General Accounting Office has requcsted tie Federal Power Commission
to comment on a propused GAQ report to Congressman Pierre S. du Pont of
Delaware on the need to evaluate the éffectiveness of the natural gas cur-
tailment policy of the Commission, The draft report states that Lhe Commission
"lacks authority to obtain the necessary data to evaluate the effectiveness
of its natural gas'curtailment policy," and further states that without "end=-
use and economic impact information the Commission cannot determine whether
pipelines are distiributing available natural gas as specified in approved
curtailment plans or whether modificatious need to be made in such curtailmens
plang to achieve the objectives of tpe curtailment policy."

In gencral, the Commission does not agree that currert limitations on
its authorily to obtain information concerning natural gas usage have made it
impossible to regulate effectively the eurtailment of deliveries by interstata
natural-gas pipeline companies, The Commission has, however, taken a number
of ateps to increase the amouni and reliability of the data which it depends
upon in formulating its curtailment policies, and has consistently supporied
legislation to expand its authorily to secure information conceruing the natural-
gas industry. ' .

Two examples of the Commission's efforts to improve its information capae-
bility in the natural gas field are the recent promulgaticn of a new FPC Form
Yo, 69, and its lougstanding suprort of proposals to arend seetion 1L of the
Naﬁural Gas Act. (Bouh uopics are more fully UJiscussed ilater in ihese coéments).

FPC Form No. 69, issued June 25, 1975, 1s desigrned Lo deterrane the exient

to which altcrrnate ruels may be ulliized w0 seet the requirerenis of thooe
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sndeuse customers of dnterslate pipelines who will not be able to continue
satisfying their enerpgy needs with natural gas dus to the imposiiion of
increasing levels of curtailment upon such customers by interstate pipeline
companies or foreign suppliers of naBUWal@gasm Form Mo, 69 will enable the
commission to acquire, om a regular basis, information regarding the altere
nate fuel situation of the pipelines! direct end-use customers that is reguired
to agssist the Commission in formulating its overeall curtailment policy as
well as specific curtailment plans for individual interstate pipeline companies.
Suppliers of natural gas who are not subject to the jurisdicticm of the Come
migsion will be required to file a similar ant complementary form with the
Federal Energy Administration (FEA). Form No, 69 was developed by the FPC
in coordination with the FEA; tte National Association of Regulatory Utility
Commissioners, and other governmental agencies.

Since the. 8lth Cengress, the Commission has urged the amendment of Secw
tion lb of the Natural Gas Act, which concerns the Commi&aiuﬁ“s investigatory
and dnformation-gathering jurdsdicticn, &;' The Cec-=ission hay s-ousorsd numerous
Congressional bills embodying its proposals,in this regard, and although no
Commission bill has been sent to the SLth Congress, the informational provisions

of 3, 692 in the current Congress are substantially simlilar to past Cormissione

3/ The reeommendation was imcluded in S. 1880, 94th Congress, S. 2259, 86th Congress,
~ g, 1603 and P.R, 5963, 87th Congress, lst Session, and in Section 7 of §, 2744
and of H.R, 10866, 87th Congress, 2nd Session. The proposal was later introduced
as a separate measure, S, 3343 and H,R. 12011, &7th Congress, 2nd Session, and
reintroduced as S. 1463 and H,R, 5867 in the 88th Congress; S. L1530 and
H.R. 5871 in the 8%th engress; S, 1720 end TR, 8348 In the 90th Corngrese;
S, 3900, §. 4290 and H,R, 19510 4n the 91st Congress; §. 401, 5, 701 and
f,R. 3268 in the 92ad Congress; and in the 920 Congrass as 5, 1829 and
R, 8257,
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spousored legislation, and are supported by the Commission., S, 0692 would authorize
and direct the Commission to study the production, gathering, storage, '
transportation, distribution and sale of natural, artificial, or synthetic gas,
however produced, throughout the United Stétes and its possessions,

The Commission's efforts to acquire ahta bearing upon the gas curtailment situ-

ation are not limited to end-use or alternate fuel considerations., On

February 20, 1975, the Commission snitiated an investigation in Docket No. RI75-112,

ordering 12 interstate pipeline companies and 68 indépcndent producers

. .
to show cause why certain natural gas reservoirs in the offshore Federal
domain area of the Gulf of Mexico are currently in a nonproducing status
and why they "could not or should noi" be prcduced. A second phaqe'of this
investigation will cover offshore state and onshore dedicated nonproducing
reserves,

The Commisgion also has underway investigations of the gas reserve hold-

[

ings and productiou levels for two major interstate pipelines whose curtail-
ments during the 157h4-75 winter exceeded projections, Cn Januéry 8, 1575 the
Commission, in Docket No. RP75-5), instituted a comprehensive investigation
of the circumstances surrounding increased curtailments anticipated on the
system of Transcontinental Gas Pipe Line Corp., and seeking a debtermination
as to current projections of curtailment on that system, Similarly, on Decem-

v
ber 2L, 197L, thé Commission imstituted an investigation in Docket lio., RP75-45,
to determine the severity and causss of ths increased supply shortfall on the
Tennessee Gas Pipeline Co. system,

In short, while the Commission belisves thatl expansion of its powsrs
relative to the acquisition of information on the natural-gas industiry would
be in the public inuverest, it has zifectively uszd the tools a2t hand to assure’
that the information bas: which underiies ils gas curtailment policies is
sufficient, both in terms of scope and accuEacy, to perwit infor- °d wr  eqguite

able ldecisiomaaking,
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“““““N‘M WW COAHISSION ACTIONS ON CURTALLMENTS

| ——

|

i il &8 & result of the pefv&&ivem deepening natural gas shortage, the Come
WW WWW Lission has been required\to devoie a greater proportion of lts reguiatory
I i

N i acbivilies to problems of allocaling vhe shortfell between existing cus-

| Lomers of interstate pipelines.

WW WW“ On Nevoaber L, 1970, the Commission, under Docket No, ReL405, a Policy

WW WWH Statement Notice of Investigation and Proposed Rulemaking wibth Respect to

WW WW\ Devzloping Emergency Plans, stated that it proposed, after investigatiom, to
WW WW“ issue rules establishing polieies to pf@ﬂ&fi?g procedures for developing

load relief and curtailment plans for natural gas pipeline mmmp&ﬁi@ﬁ and elege
irie power oystems, This iunvestigalion resulied in the Commissien lssuing

“W“ “WN Order No, 131 on April 15, 1971, In FPC v. Louisiaua Power and Light Company,
WM ‘WW LO5 U,3, 621 (1972), the supreme Court upheld the Commission's jurisdiction

WW WW to approve end~use curtailment plans filed by jurisdictional pipeline companies.
WW WW The Court stated tha! the Commission could regulate curtailment practices of

‘ pipelines under its iransportation jurisdiection and under ﬁéﬂtiOﬂg ly and 5 of
the Natural Gas Act, .

N i The statement of general pelicy contained in Order No. U3l provides that
Jurisdictional pipeline companies ghall take all steps necessary for ithe proe
MW Mw tection of as reliable and adeguats gas aervice‘as pessible, The Commission

i i euncouraged companies to fill all storage fields, required the filing of cur-

I i - . .

HWH Hwﬁ Lailment plansg; sel forth procedures under which shori-term gas purehagses might
L |

ﬂ
Wm ‘Ww be made, encouraged pipelines to enter into exchange agreements and took other
L L
WW WH actions designed to cstablish a regulatory syster which would assure the highe
| L
Ww WN sl degres of gas service achicvable with the preseni limited available supgiies.

M
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This order specifically directed that consideration be gisen to the curtaile
ment of volumes equivalent to all interruptible sules and to the curtailment
of large boiler fuel sales where altgrnate fuels nre available,

On January 8, 1973,‘the Comigsion im its Order No. L67 issued a state=
ment of policy on priorities of deliveries by interstate pipesline companies,
The Commission on January 15, 1973, issued Order No. L57~A amending its
earlier statement of policy on priorities of delivery to require.that tariffs
filed with the Commission should reflect sufficient flexibility éo permit
pigeline companies to respond to emergencies, including eunvironmental emer-
gencies, during periods of curtgilment where supplemental deliveries arve re-
quired to forestall irreparable injury to life or property.

On March 2, 1973, the Commisszion furiher amended its statement of policy
in Order No. L67-B, in whien it set forth cﬁrrenbly effective initial prior-
ities to be followed by jurisdictional pipeline companies during periods of
curtailment. Order No, 467-C, issued April 4, 1974, defined procedures for
filing rcquests for relief from curtailient by cusiomers of interstate pipe=-
lines. In Order No. h93-§, issued Qctober 29, 1973, the Commission adopted
certain definitions to §tandardize the end-use classifications used in the
curtailment priority schedule. The priorities of service and the definitions,
‘taken together, initially cstablish the order Ly which interstate pipeline
companies should effectuate natural gas curtailment to their customers.

In general, the priorities of service prescribed in the Commission's pole
icy statement are based on (1) consideration of the relative needs of resi-
dential and small commercial consumers who cannobl be mandatorily curtailzd

due to unacceptable safely risks associated with pnatlural gas ssrvice to this
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class of consumers, (2) the needs of large commercial con-urers and industriel
gonsunuers who must uge natural gas for plant protectiom, preocess requivements,

or feedatoek and {3) the needs of large volume industrial “oller fuel ussrs and othoer
industrial consumers who can convert to use eclternate fuels, The priorities

require the largest users to be first curteiled; the prisrities are applicable

to the end-uses of natural gas by the industrial economy at lorge, rather than

to particular groups of industrial consumers based upon some ranking of relative

°

importance to the natfon of specific industrial activities or products.

The priorities prescribed by the Comwisgion in its policy statement are
guidelines to curtailment, and are nol self-exccuting upon the curtailment
praciices employed by interstate pipeline companies. The Commission is re-
guired by the Nalural Gas Act and the Administralive Procedure Act to provide
Jpporvunity for formal hearing, initially before an Administrative Law Judge,
on curtailment plans proposed by pipeline companies in which all affected pare
ties may participate through testimony, cross examination and briefs,

The rights of affected parties to protect their interests have coasistently
been recognized by the Commission in its peliey slatements in Order Nos. L57
et seq., in which it has defined the guideline nature of the poliey and ihe
opportunity for consumers to present facts and arguments as to their particular
circumstanc;sm

As an important adjunct to its regulation of natural gas curtailments,
the FPC has developed procesdures to grant extraordinary relief from curtail-
ment upon a showing of irreparable injury by a customer of an interstate pipee

line ecmpany. The Commission has granted timaly v2lli-~f 4n a nuber of
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situations to indugstrial consumers including fertilizer manufacturers
and other agriculture-related uses threatened by shut-off of natural gas
deliveries. ”

On July 26, 197k, the Commission requested detailed information from
L2 major interstate pipeline companies as to anticipated curtailments to
their customers, and the estimated impact thereof on the availability of
alternate fuels for the reporting period November 197L through March 1975.
This information was required to dotermine the probable extent of local and
regional industirial dislocation, if any, and was necesssry in the coordination
of the Commigsion's responsibilities with those of the Federal Energy Admine
istration (FEA). Data summaries, prcpéred by fhe Commission's staff pursuant
to this request, were distributed to FEA regional and headquarter offices,
state energy offices and public utility commissions, the press, and to the
general public through our Office of Public Information, -

On July 11, 1974, the Commission's Chairman sent a letter to the future
Requirements Committee (a group composed of members from the gas producing,
pipeline, and distribution industries), requesting initiation of studies in-
volving (1) collection and reporting of historical curtailment experience,
and (2) the-impacts of prospective gas curtailments in the endeuse markets for
the winter of 1974-75. This request was presented by Commission staff at the
FRC meeting in Seattle on July 31 and August 1, 1974 2nd the study for thez
1974-75 winter was completed in November 1974. Agaiu, the information provided

by this study was coordinated with the FEa,

Oa August 3, 1974, tle Jomiiseinn's Choirxima established the Interszency
Task Torce on tiue Lconcmic Inpact of the Curtailicat of Cas, coaposed

of govermment agencles whose po o? q:s ~Tf-ct L ke th - ppte-denond
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balance, to examine the impact of present and prospective curtailment of

Y

gas service on agriculture, industry, employment and the economy. A report

prepared by the Task Force in the fall of 1974 indicated the limitations of
| .

the data needed to determine pollcies for winimizing the effects of curtail=

WWW ment. One result of this elffort was the development, in cooperation with the

FEA, of the Commission's ¥Form No, 69 and a complementary form to be issued by

the FEA. This topie will be further discussed later in these commenis,

L
‘ Further evaluation of the impaet of natural gas eurtailments on the nation's

gconomy and the development of u« unatlonal energy strategy will be undertaken W

by an advisory committee te the National Gas Surwey, which will inelude inpuls

HWH HWW‘ from all aspects of the ges industry, state sgencies, academia, consumers and

envirommentalists as well as federal spencies.

In administering its pelicies regarding curtailmeats of natural ges dellv-

erles by interstate pipeline companies, the Commission consistently has made

extensive use of date regarding the end-use of natural gas by consumers, as

well 2¢ their alternate fuel capabilities and the potential ecouomic and em-

WWWY ployment impacts. In the curtailment proceedings for United Gas Pipe
\

WW WWWH Line Company {Docket Hos. RP71-29 and RP71-120), the Commission by

letter of June 6, 1973 requested gas supply and end-use information

m

from United's direct industrial end city-gate customers, resulting in the

submission of information wvhich £11ls two sixn-inch thick volumes,

Numercus consumers and distributors become parties to curtailuent pro-

ceedings pursuent to the Cormission’s policy of providing the

greatert possible opportunity for affected partics to defend thelr
|

interests, avd throagh vritten submirsions and oral testimony provide

d-ray’ o inforustion concerning their particular situvations.

»
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OXDER NO. 63 IN DOCKLT Nu, Ral72

By Order No, 531 in Docket No. R-472, issued June 25, 1975, the Commission
promulgated a new Fors No. 59, designed to delermine Liae sgtent to which
alternate fuels may be utilized to meet,the requirements of those end-use
customers of interstate pipelines who will not be able to continue satisfying
their energy needs with natural gas due to the impositios of increzsing levels
of curtajlment upon such customers by intersiale pipeline companiss or foreign
suppliers of natural gas. Form No, 69 will enable the Commission to acguire,
on a regular basis,;inrormation regarding the alternate fuel situation of
the pipelines' direct eud~-use customers that is required to assist the Come
mission in formulating its over-all curtailment policy us well as specifie
curtailment plans for individual inlerstate pipelines companies,

The Commission, in its Order No. 523 in Docket No., R-472, issued February
6, 1975, withheld passing upon the inclusion of Schedule 1B and Schedule 1C
in FPC Form No. 16 in deference to numerous cormments that had been submitted
by interested parties, Schedule 1A that was incorvorated into FPC Form No. 16
by Order Xo. 523 only shows system-wide summary information concerning pipe-
line company supply reéuirements and curtailments, Proposed Schedule 15 to
Form No. 15, upon which action was deferred in Order No. 523, would havs re-
quired eachrcurtailed distributor receiving IQ0,000 Mcel per year or more to
provide the names of iro customers curtailed by such distiributor, the volumes
involved, certain end- .» data, ..ternate fuel information, location and 3IC
code. (SIC Code relatn: to the Standard lndustirial Classificabtion issued by
the Office of ianagemenl and Budget). The proposed Schedule 1C, also deferred,

would have regquired pigelines %o provide end-use, locatvion, 3IC code and
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dhile the Gommi&giou in the past has vot maintaired a program for exame
i ining the gas supply and alternale fuel postures of end-users on a case-by-case Il
basls subseyuent to the implem&ntation of curtailment plang, its procedures
“““““““““““““ ! for emergenéy reldiel from curtailment have been very effective in assuring I
Il le that the particular end-use or alternate fuel needs of individual consumers
‘ are recognized and acccmodated where possible. Under the emergency procedures
WW provided by Commigsion Order No. 467-C, numerous petitions requesting treate I
ment different from ihat which would normally be accorded under the Commission’s |
““““““ curtailment priority schedule have been adjudicated. In these proceedings the ; Il
N ‘ Commisslen considers a broad range of factors, imcluding, among other things, j
the technieal practicality and economic fessibdlity of converting te alternaute i
MWW; fuels, and the potential impact upon jobs. 4As a result of the Commisslon's » ; "
action in expeditiously processing requests for emergency curtailment relief, no {
MWWh widespread unemployment occurred anywhere in the nation last winter as Che |
WWW‘ result of curtailments of natural gas deliveries, D

r
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alternate fuel information for each large dircet customer curtailed by
the pipeline.

The Commission's Form No. 69 was developed by the FFC in coordinstion with
the Federal Energy Administration, the National Assoclation of Regulatory Utility
Commissioners, and other governmental agencies after a series of in-
formal conferences as provided for in Order No. 523. Form Ko. 69 aund the
complementary form to be promulgated by the FEA seek the type of data that
was initially sought under the proposed schedules 1B and 1C of FPC Form
No, 16. The acqguisition of this data is an essential prerequisite-to any
subsequant measures that may be taken to offset the disruptive impact énvis-
aged under the increased curtailments of natural gas.

Form No. 69 will be filed with the Commission only by jurisdictiomnal
suppliers., Suppliers of natural gas who are not subjiect to the jurisdiciion
of the FPC will not be affected by the promulgation of Forﬁ No. 69, but
will . be required to file a similar and complerentary form with the Federal
fmergy Administration., Those suppliers of natural gas subject to the Com~
missionts jurisdiction would file only with the FPC. In this'manner, 4 single
coordinated form may be filed by those required to report to the Commission,
thereby satisfying the mutual requirements of both the FPC and the FEA for
this data. In Order No. 531, the Commission directed that the information
gathered on Form Ko. 69 will be routinely provided the FEA'for use in its
activilies and placed in the Commission's public file for use by other gzoverne
mental agencies and the public. The Commission concluded that such data

should be available not only to all olher governnmental agencies but the public
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as well since the value {o the public of this information far outweighs '
aty demonstrated pec;niary inverest in confidentiality. The Commission has ‘W
s been inforred whether the deta collected by the FEA will be released - i
to other governmental aguncles or to the public, ‘W

The data required by iorm No, 59 is to be submitted to the Commigsion i
by August 1, 1975, for the actual period from April 1, 197L to March 31, 1975, MW
and for the quarterly period ending June 30, 1975, and thereafter on a quarters - W
ly basis on or before April 30th, July 30th, October 30th, and Jénuary 30th
of each year. This timetable does not compoit with the statement made in the ‘W

last sentence of the firsi paragraph on page 23 of the GAO draft report. S ‘W
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ORDER OF JUKE 11, 1975 IN DOCKET KOS. RP7.L-u42, ET AL.

On June 11, 1975; the Commission issued an order in Uocket Nos. WP7L-L2,
et al., directed against fourteen interstate pipslines which project curtaile-
ments of firm requirements in excess of %g% during the uvpcoming winter heate
ing season, Among the pipelines included in the order were Eastern Shore Nate
ural Gas Company and Transcontinental Gas Pipe Line Corporation, In the order,
the Commission directs the convening of conferences for each of the fourieen
pipelines, to be scheduled between July 15 and jugust 15, 1975, so that the
pipelines and their customers, both direct and indirect, can inform the Come
mission as to how the projected shortages will impact upon their systems, how
they plan to deal with the shortages, and the flexibility ihe pipelines and
their customers may call on in dealing ﬁith the shortages.

In order to properly evaluate the seriousness of the gas supply situation
for the forihcoming winter secason and to provide, where necessary and possible,
ameliorating plans, all customers of the fourteen named pipelines are urged,
and those who are parties to the pipelines! curtailment proceedings are directed,
to provide data to the fourteen pipelines. This data will enable the pipelines
to provide required info;mation to the Cemmiésion, their customers, state
regulatory boﬁies and the Federal Energy Administration, regarding (1) the
priority-ofiservice categories which are expecied to be curtailed on an aver=
.age daily system-wide basis by the pipelines and their distribution customers
during the months November 1975 through ¥arch 1976, (2) the average daily (Ncf)
and peak day (¥cf) flexibilily to be gained by naximization of purchases from
producers, maximization of storage, and LNG or 533G for each month of the coming

winter, and (3) for both direct industrial custorers of ihe pipelines and
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industrial customers of curtailing distributors, (a) the type of natural '
WW WW gas purchase contract {firm or interruptible), (b) existing alternate fuel MW
WW WM capability, (¢) the kind‘and amount of alternate fuels needed for each month HW
during the 1975-76 heating season, after Turtailment as ﬂﬁowm on FPC Form 16, ]
WW WW {(d) the kind and amount of altcrnats fuels believed to be available for sach ‘W
1 B | tnt o |

‘ month of the 1975-76 winter season, (e) the deficiency of alternate fuels by
kind and amount for the 1975-76 winier season, and (f) a d@sc?ip%}on of opere
MW‘ MW‘ ating options available to the industrial customer if no additional natural W
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CbMMlSSION'S LEGISLATIVE PHOPOSALS K 1NFORMATIUK AUTHORITY

Although the Commission does not agree that its information-gathering
powers have been inadequate to the task of effeclively regulating matural
gas curltailments, it does believe that an expansion of its capabilities in
this regard would facilitate the discharge of ils statutory responsibilities.
Beginning with the 8%th Congress, the Commission has consistently supported
legislation to expand its authority to gather and disseminate information
regarding the natural-gas industry, From the 9lst to 93rd Congrégses, eight
Commisgion-sponsored bills were intfoduced that would have amend;d Séction pI!
of the Natural Gus Act (52 Stat, 828, 15 U.S.C. 717m) to grani the Commission
informational authority similar ‘to that conferred upon it with regard to the
electric power indusiry by Secticn 311 of the Federal Power Act (L9 Stat. 859,
16 U.3.C, 825j). In the Shth Congress, ithe Commission has supporied the infore
mational provisions of S. 692, as reported to the Senate by the Senate Commerce
Cormmitice on June 12, 1975. These provisions of S. 692 would be included in
Section 207(g) of a proposed Title II of the Natural Gas Act, but would be
substantially similar to the Commission's previous proposals to amend Section
1.

Section 207(g)(1) of S. 692 would authorize and direct the Commission to
gtudy the production, gathering, storage, transportation, distribution, and
sale of natural, artificial, or synthetic gas throughout the United States,

whether or not such activities were otherwise subjeci to the jurisdiction of
the Commission, and regardloess of whether such activities were by privafe or
governmental entities. The Commission would be required, inscfar as practicable,

to secure and kesp current infermation on the "rates, charges, and contracts
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CONCLUSION

The Commission, in short, believes that its natural gas curtailment
policies have been administered in as effective a marner a2s possible in

light of its statutb}y abilities and the sheer magnitude of the curtailment

’.

problem.'The Commission has underway a number of actions designed to assure
that the information upon which the Commission must necessarily rely in
formulating its curtailment policies is sufficiently detailed and accurate
to permit responsive and expeditious decisionmaking, These actiofis include
new Commi$gion policies in regard Lo end-use and alternate fuel data, coop-
eraticn wilh other government‘agencies and the private sector in obilaining
such datay, and the support of legislation to gxpand the  Commissiont's guthor-
ity to obtain information regarding the nation's natural-gas industry., The
Commission récognizes the necessity of informed decisionmaking on its part,
and is making substamtial efforts to assure that curtailment p.olicies con-
form to the realities of natural-gas consumption among all classes of the

nation's gas consumers.
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FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

JUL 18 1975 OFFICE OF THE ADMINISTRATOR

Mr. Monte E. Canfield, Jr.
Director

Office of Special Programs
U.S. General Accounting Office
Washington, D.C. 20548

Dear Mr. Canfield:

We have reviewed your draft report entitied "Need to Evaluate the
Effectiveness of Natural Gas Curtailment Policy," which you enclosed
with your letter of June 20, 1975.

We submit the following comments for your consideration in preparing
the final report:

1. FEA and FPC have developed the necessary system to
gather data on gas curtailments for both interstate
and intrastate pipelines, down to the ultimate
consumer. It is not, therefore, imperative at this
time for the GAO to seek legislation or revision of
the Natural Gas Act to authorize the FPC to obtain
such data.

2. With the present information contained in pipeline
curtailment reports to the FPC and in proceedings
on petitions for extraordinary relief from cur-
tailment, it is possible for the FPC to make an
adegquate assessment of the impacts on users of its
gas curtailment policy.

3. Interstate pipelines do include gas held in storage
in projecting available supply and levels of cur-
tailments or supply deficiencies.
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