0964

REPORT OF THE
COMPTROLLER GENERAL
OF THE UNITED STATES

R

Need For The
Federal Power Commission
To Evaluate The Effectiveness
Of The Natural Gas
Curtailment Pelicy

The Federai Power Commission foks suthoe

. ity to obtain the necessary information 1o

eviluate the effsctiveness of its matural gus
Goctailtment poley bocsust s munsdiction
does not extend {0 intrastate pipehing amsd ig-
tibuting companies. The Commission is at-
empting & coordinzted effort with the Fed-
eral Energy Adiministration 1w obtain the
reeded information, but the effort has not
bean undesway long endugh to determine its
value, i1 unsuccessful, the Commason should
seek legislative revision 1o the Natwrsl Gas Act
1o obtan the information needed.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASICGTOR. DL B !

B-181501

The Honorable Pierre S. du Pont
House of Representatives

Dear #r. du Pont:

This is ocur report on the need for the ®oderal Power
Commisgsion to evaluate the effectiveness c. natural gas
curtailment policy. We pade the review in accardance with
your reqguest of June 13, 1974, as modified by subseguent
discussions with you,

We invite vour attention to the fact that this report
contains recommendations tc the Chalrman of the Commission
which are set forth on page 16. As you know, section 236
¢t the Legislative Reorganization Act of 1970 requires the
head of a Federal agency to submit a written statement on
actions taken on our recozmendations to the House and Senate
Committees on Government Cperations not later than 60 days
atter the cdate of the report and to the House and Senate
Committees on Appropriations with the agency’s first reguest
for appropristions made zore than 50 days .iter the date of
the report.

We will be in tu'~h with your office in the near future
to arrange for the release of the report $0 that the require-
ments of section 236 can e set in motion,

Comptroller General
of the United States
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GAS CURTAILMENT POLICY

— wn m e—

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

The Commicsion's jurisdiction extends only to inter-
state pipeline companies and not to intrastate pipe-
line or distributing cos=panies. Therefore it lacks
authority to optain the necessary information to
evaluate the effectiveness of its mnatural gas cur-
tailment policy. The intrastete pipeline or distri-
buting companies acccunt for most of the gas sold to
consumers.

The Commission has recognized the need for.end-use
and economic impact infermation but, so far, has
been unsuccessful in obtaining the needed infor-~
mation by indirect means. The Commission, with
the Federal Energy Administration, is attempting
to obtain the needed information.

Because of the Commission's past unsuccessiul ef-
forts, GAO is not sure that the current effort will
be successful; it believes the Commission should
conctinue its efforts until a Geterminatic can be
made., GAO is recommencdine that the Cormission re-
port to the Congress on the results of the coordi-
nated effort. GAD is recommending that, if the
gesired results are not obteined or if the Commis-
sion finds the rechanise too cumberscome, the Com-
mission seek legislative revisions to the Ratural
Gas Act to extend the Cormission's authority to
obtain information con (1) natural gas sales by
intrastate pipeline and distributing companies and
{2) th2 end use of the gas by ultimate consumers
who purchase the gas from interstate ang intrastate
pipeline and distributing companies. (See p. 16.)

el s m w

tiatural gas constitutes about 33 percent of the
Nation‘s total energy consumption. Demand for
natural gas began exceeding supplies as ezrly es
1¥70 when some intecstéte pipeline corpanies first
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founé it necessary to curtail naturdl gas deliveries
to their firm customers. (See p. l.)

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 pipeiine
companies are distributing available natural gas
as specified in zpproved curtailment plans oz
whether modifications are needed to achieve cur-
tailment policy objectives. The Commission alsc
needs such inforration to make decisions on future
natural gas matters, such as allocating available
naturel gas ar g geographic areas to egualize the
shortage, and o keep the Congress informed as it
considers the natural gas deregulation 1icsue,

{See p. 4.)

Because the Commission has no authority to obtain
end-use ané economic impact information it has tried
to monitor its policy by obtaining inforrmation under
its present authority over interstate pipeline com-
panies. Although the inlormation obtained wos ade-
guate te show that generally gas curtailments wvere
increasing in broad areas of the country, it did

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 problex, GAC reviewed gas cur-
tailments in Delsware and found that the curtail-
ment reports filed by the intérstate pipeline com-
panies aid not show the actual economic impact of
the curtzilments on the State. The primary reason
was that Delnarva Power ana Light Company, the
priﬁc;pa; buypxxct of gas in Delawsie, is an intza-
state distributing company and not under the Com-
mission's jurisdiction. <{onsequently, the Commis-
sion has no means of obtaining & major porticn of
the data affecting Delaware. {See p. b.)
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CHAPTER 1

IRTRODUCTION

The Federal Power Commission {FPC) is en independent requla-
tory agency opetating under the Federal Power Act (16 U.S.C. 732)
and the Hatural Gas Act (15 0.5.C. 717} to regulate certain
interstate aspects of the electric power and natural gas indus-
tries.

FEC Commissioners are appointed for a S-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 vrincipal executive. The FPC staff is composed of
the Executive Director, who is responsible for the effective~
ness and efficiency of staff operations, and 11 separate bureaus
and ctfices which advise and assist the Commissioners in the

" discharge of their responsicilities.

Under the Kkatural Gas Act, FPC is respensible for reguleting

. certain interstate aspects of the natural gas industry to in-

sure an adequate supply of natursl gas at reasonable prices to
meet tne Nation's energy needs. FPC issues certificates of
public convenience 2nd 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, their accounting and reporting requirements, depreciation
practices, and abandonment of property. It has ne jurisdiction
over intrastate pipeline cc :panies.

As of December 31, 1974, there were 119 interstate natural
gas pipeline companies making sales on a permanent basis in
interstate commerce that were subject to the Katural Gas Act.
The 34 largest ccmpanies sell about 40 percent of the natural
gas sold in interstate commerce.

NATURAL GAS SHORTAGE

Natural gas constitutes sbout 33 percent of the Nation's
total energy consumption. MNatural 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 f3cilities; the eguipment is cenerally 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
years. The result has been a natural gas shortage.

B ST puutie AVAILRBLE.
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Cas supply and demand ere Jependent on many factors, in-
cludirg exploratory woilk, new technology, end pricing consid-
erations,. Hevertheless the relationship between gas supiay and
cemana fcr the future has been developed foo the Nation by FPC
ueing, in part, data develcoed by the Future Requirerents Com—
mittee which is a nongovernmental organization composed of
mexbers from the gas-producing, -~ipeline and distributing com-
penies. Thzir projection, inclucding the resulting shortage,
is as follows:

Trend: in Demand and Supply for Gas

[, Yt o o 2 Dermmasr Af cuounmla Ranna ~f ehnrtana



The foildwing graph shows the recent trends toward commit-
tirg reserves of the interstate and intrastate markets,
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SOURCE: A Realistic View of U.S Naturol Gse Supply, Dazembor 1974,
FPC Sraff Report.

/

In an effort *. better manage the nationwide shortage of
natural gas, FPC established a policy to minimize curtailment
effects thrcugh end-use priorities which it believes best serve
the public's interest.

As Representative Pierre 5. du Font reguested, we reviewed
{1) FP¥C's efforts to efrectively implement its natural gas cur-
tailment policy and (2) g2s curtailments in Delaware.
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- CHABTER 2
NEED TO CVALUATE EFFECTIVENESS CF
ATURAL GAS CURIAILMLNT FOLICY

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 poliecy, FPC -needs information on the end use of gas
supplies and on the economic impact of the shortages on the
areas affected. However, bescause FPC'g jurisdiction extends
only to interstate pipeline sales, it does no%t bave authority
to obtain the necessary information.

Without end-us: and economic impact information, PPC cannot
determine whether .ipeline companies sre distributing available
natural gas as specified in the approved curtailment plans or
whether modifications are needed to achieve curtailment policy
objectives. FPC ci1s0 needs such informaticn to make decisions
on future natural gas matters, such as allocating available
natural - as amono geographic areas to egualize the shortage,
and to keep the Congress informed as it considers the natureal
gas deregulatirn issue.

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

Without authority to obtain end~-use and econcmic impact
Gata, FPC has tried to monitor its policy by obtaining data
under its present authority over interstate pipelines. Aalthough
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 beimng used or the econcmic impact eof
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 econcmic impact of the curtailments on the
State.

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

are continuing.
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ESTABLISHMENT OF

ATUFAL GAS CURYTAILMENT POLICY

EXd

when the supply of natural gas cannot weet genrneral needs,
some very difficult decisicons must be made with respect to ccn-~
surers wno must e curtailed. Interstate pipeline cormpanies,
with the apgproval of FPC, make these decisions. Decigions to
curtail specific customers are simultaneously an allccation of
available supply to other usars. FFC has identifiad a number
of factors that interstate pipeline companies should consider
in making such decisions: {1) safety, (2) efficiency of gas
use, (3} consumer treliance on aas for its unicue characteristics,
(4) availability and practicality of alternste fuel substi-
tution, (5} environmental impact, (8} volumetric impact, (%}
economic factors, and (B8} relaticnshic of ges use tr human need
requirements. The overall intent of PPC’'s policy was to mini-
mize the efiects of the shourtaae through end~use priorities
that best serve the public interest.

On April 15, 1971, rEC issued Order 431 for emergencics
when adequate gas supplies were not availacle to the conszumer.
The orcer wag to insure that interstate pipeline companies
. would take steps necessSary to protect adeguaite and relsable
gservice. Tne order ceccanized, however, thet certain ratureal
gas pipeline companies would be unable to Ze Iver enougn gas
to - 2t demends. iIn this regard, the orger required tnot wice-
Line companies anticipating problems file & curtailment plarn,
Pipeline cormpanies were directed to conside: curtailing inrer~-
ruptitle sales and large beiler fuel sales where alternzte fuels
were available. Interruptible sales ate made under contracts
which do rot expressly obligate the seller to deliver svecific
volumes within a3 given time and which permit the seller to
interrupt service on short notice.

On Janvary 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
system.

The priority-of-service system considers the end use of
the natural gas olacirng all consumers into one of eight cate-
gories and _llowing hicher priority consumers to be curtaile’
only after sll lower prxorxty consumers on a pipeline system
had been curtailed.

fhe priority-of-service categories follow.

l. Residential and cmall commercial {lezs than 50 thcu-
sand cubic feet (HMCF) on a peak cayj.
{
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2. Large comsercisl (30 P or nmore on a peak day) end
tirm inductriel reguiremoonr® {or plant protection,
feedstock, and proces s nee .

3. Industrial customerr not apecified in category 2,4,%,
&,7, or B.

4§, Pirm industrial customers using between 1,500 and 3,000
BCF ecach day for boller fuel where alternate fuel cap-
atilities can meet guch reguirements,

& Firm industrial custorers using more than 3,000 sCE
each day for boiler fuel where elternate fuel capabil-
ities cen meet such reguizesents.

6., Interruptible customers uzing lese than 1,500 MCF each
day.

7. Intercruntible customers ugsing between 1,500 and 3,000
#CF each day.

6. Interruptible customers using more than 3,000 MCF esach
day.

he noted that residential customers used an aversge 0,38
#Ce esch day ang a lerge fertilizer company used 10,600 HCP
cach day.

Altho.gh fire end interruptible services denoted contractuel
atrongements rather than end-use cosmitments, FPC concluded in
Order 467 thst interruptible seleg were predicated on end-use
considerstions ana that those custosers reguiring gas for human
needg service or nunsubstitutasble induetrizl service did not
contract on an intecrcuptible be3ie, Thus, interruptible sales
were given the lowest priority.

The end-use priozity system for firm services is predicated
on the proposition that large volume boller fuel use is tie
least etficient use of natural qaa ana should be the first firm
service curtailed.

FPC issued Crder 467-A cn Januatry 15, 1973, revisina Order
467 by permitting pipeline companies to respond immeciately to
neet emergency situations that may occur during oetiods of cur-
tailments.

FPC issued Order 467-B on March 2, 1973, revising cthe cur~-
tailment policies established in 467 and 467-A by privarily
cnanging the eigntlh priority-cf-service category and by adding
a ninth, 25 fcllows:

] BES oocumem AVAILABLE



8. Irterruptible cugtomers using between 3, 000 and 10,000
#oF each day, vhere alvernate fuel capabilities can
neet such requiresents,

9. Interruptible custozers using wmore thsn 10,000 MCP
each day, where alternate fuel capabilities can heet
such reguirements.

In zodition, Grder 467-~8 added “where aslternate fuel cap-
ahilities cen meet such requirements® to oriority-of-gervice
cateqories & and 7.

FPC issued Order 493 on Septewber 21, 1973, adcopting cer~
tain definitions to stendardize end~use classifications and
priority~of-gservice categories. However, the basic nine-cate-
gory end-uge priority svstem remained intact. Some definiticns
specified in Order 443 were refined further in FPC Order 453~
issued Cctober 29, 1973, In Crder 4%3-A FPC conceded that, ag
tae result of the lack of uniform worket data, implementat:ion
of end-use curtasilment prograns may result in yndus discrim-
ination and preference smong the uvltimete consumers,

FPFC did not issus other curtailment policy statements until
Grder 467-C, isfued April 4, 1974. 7This order revised FPC regu-
lations about liling requests for reliof frus curtetlments.

INFORMATION OBTAINED UNDER CURRENT AUTHROREITY
IS INADEQUATE #OR EVALUATION PURPOSES

Inters~ate pipeline comvanies provide information to FPRC
for considering proposed curtailment plans. The material con-
tains historical information about end use of natural gas and
some material contains inforzation on the estimated effects of
future natural geos curtaiiments, This information, however,
does not allow for monitoring the effects of curtailments while
curtailment plans are being studied during formal proceedings
or after FPFC approves the plans.

Therefore, beginning in September 1973, FPC scuaht to moni-
tor its curtailment policy by requiring interstate pipelire
companies to furnish curtailm:nt ceports regqularly.

Generally, however, the natural acas curtailment information
the interstate pipeline companies reported to FPC did not show
the eccnomic impact of such curteilments cn 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
consicer to what extent alternate fuels or stored gas was avail-
able to offset the gas curteilments, and (3) contained no infor-
mation on wnat gas supplie# the curtailed pipeline customers may
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themselves own or ourchase Jdirectly from producers. 1he fole-
lowing information, most ol which was obtained in Delaware,
demonstrates this point,

Information obtained on
gas curtailments in Lelaware

Two companies--fastern Shore Natural Gas Company and Del-
marva fower and Light Company--supply ali the natural gas con-
sumed in Delaware., Eastern Shore serves customersg in Delaware
ana eastarn Maryland. HMost of Eastern Shore's sales are to
industrial customers or distripution companies. Delmarva segves
tesidential, commercial, and industrial customers in nocthern
Delaware.

Both companies have the same gupplier of natural gag--
Transcontinential Gas Pipe Line Corporation (Transco}, an inter~
state pipeline, which vurchases natural gas primacily in Tesxas
and Louisiana and trangports it un the east coast. Eastern
Shore, an interstate plipeline comrpany, is under FBEC jurisdiction:
Delmarva, an intrastate pipeline company, is not under FPC juris-
diction,

Traasco's firm contract with Eastern Shoge is for 22,400
MCF eacn day, and its firm contract with Delmarva is for 54,400
MCF eacnh day. Although FPC receives regular reports about
Delaware’s gas shortage from Transco and Eastern Shore, the in-
formaticn in these reports is inadequate to deternmine the effect
of the natural gas curtailments con the State. For example, tnese
reports for the September 1973 tnrough Auqust 1974 pericd showed
that Transco curtailed its firm customers, including Eastern
Shore and Delmarva by 19.34 percent. Eastern Shore in turn,
however, reported a lesg-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, Tiansco estimated that it would curtail its firm
customers about 17.7 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 ¢l curtailments for its customers.

In summary, the curtallment 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 whicn to deteraine the effect of Eastern
Shore's 86-percent curtailment of its intercuptible customers.
Even more important. because Delmarva is the largest gas \ijEASL
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supplier in Delaware end is rot under FPC's juriediction, FPC
has no means of ovtaining & major portion of the date atfecting
Delaware.

Bffect of natural gas curtailments in Delaware

In Hovember 1974 FCastern Shore and Delmarvs representatives
told us that firm customers were not greatly alfected by Transco's
curtailments but that they could not meet all the demands for
cgas on an interruptible gis, Ezgtern Shore and Delmarva rep-
regentatives saic that curtailed interruptible custome:rs, who
used the gas as boiler fuel, haa snticipated the curteilments
and had made arrangyements to purchase alternate fuel., In addi-~
tion, they said that customers receiving interrvuptible gas ac~
cepted the fact that the natural qag they received was coasid-
ered excess and eppreciated the low-cest fuel when it was svail-
able,

One customer of Eastern Shore sazid that he used oil and qas
as boiler fuel to produce electricity. He contracted for & cer~
tain amount of firm gas and interruptible gas f:zom Eastern Shore
-when it was available. The customer told us that during the
heating seasonh--Hovember 1573 to March 1974--interruptible gas
was oftered by Esstern Shote but it was refused even though it
wag apout one-thira ot tna cost of the fuel oil being burned.
The rezson given was that past fuel oil allotments were bagsed
ot historical consumption, and the customer was afraid that, if
such an &llocation system continued, consumpticn would be artie
fically low and would result in lower future oil allccations.

A custom-r told us that, when interruptible gas was not avail-
able, his company's demand fcr firm gas we: always less then it
has contracted for Yecause it needed only enocugh cas to keep
pilots going to ignite the fuel oil.

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

--A 25~ and 20-percent curteilment each lasting 1 day in
January 1973,

--A l4~percent curtailment lesting 3 days in December 1%73,

-~A lé-percent curtailwent lasting 19 days in January 1974,

-~A Z0-percent curteilment lasting 12 days in Cctober 1974.
Mcreover, as of Hovember 1974, Delrmarvs, the largest gas
supplier in Delaware, haa never curtailea fitm deliveries.

ke examined the implications of Lastern Shore curtailments
of its eight industrial customers and generally found that:

9
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~-405%F customers curtailed took less gss tharn their entitle-
ront. Wwe did not deteraine why, although we noted that
most of the customers usually tosk less than the con-
tract amount.

-~fhree cugtomers took gag out of storsae to offset cure
tailments. The usgse of stored gas and its impact on cur-
tail==..cs are discussed in the next pection of this
chepter.

--Some customers have & propane injection sgystem which can
augment the shortensd gas supply. In svch cases the
effect of the curtailments could ke reduced. Eastern
Shore 6id not mnow how many of ite customers used propane,

Uese of stored gas to offeget cortailments

Since customer demand for natural ges does not renain cotf~
stant, some pipeline companies provide a gas storage zervice
whereby customers can offset the eflects of cas curtallments
guring peak periods by withdrawing gas stored vy pipelines in
ungergrouns regervoirs. However, gas withdrewls during peak
geriods must Se ceplaced duiing aonpesk periocds. 7o replsece gas
in storage, customers use lecs than thelr allotment from the
pipeline and divert it to the storege fields.

Transco provides a gas storsge service for its customers,
including Easstern Shore and Delmarva. Transco has deleqated
the decision to extract ges irom Btocage during peak periods te
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 sllotment
of gas to its customers. Also, Delmarva has storage capacity
{230,000 MCF) of its own that gives them even greater flexibility
in the use of allotted gas.

effects of stored gas on the pipeline companies' ability te

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 & more seriocus situation.

Curtailaents offset through
exploration or alrect purchase

many pipeélinc ~~mpanies are involved in exploring for natu-
ral gas or in purchasing gas directly from producers. By such
means, customers are able to eobtain the gas needed to offset cur-
tailments by their suppliers. To the extent that curtailments

42\\
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might pe offget by ocazs £frem these other sources, FPC curtail-
me-t reports would be misleadinag.

For example, Elizsbethtown Gas Company of New Jersey is an
intrastate distributing corpany principally suvpplied by Transco.
To increase its gas supply, an sffiliate compeny preduces gas in
Texas and Louisiana and the gas is then transported to Transco's
lines, where arrangements have been wmade for Transco to trans-
port the gas to Elizabethtown Gas Company, Siith this additional
supply, Elizabethtown Gas Company hés been able to offset all
Transco's curtalilments., The information provided to FPC, how-
ever, would not reflect this gituation. HMonthly curtailment
teports for Transco showed firm curtailments to Elizabethtown
Gas Company of 2,342,157 ulF over the 3-ponth period ended
Decesber 1374, The Elizabethtown Gas Company, however, had
anticipated that such curtailments could be offset with its
oWN gas.

ATTEMETS TO UBTAIN END-~USE AND
ECONCRIC IMPACT INFORMATION

On various occasions, ©PC officials have recognized the
neeas for information about the end use of natural gas and about
tae economis impact of curtailments on ¢he sreag involved. For
exarple, in July '474 tne FFC Chairman said that end~-use infor=-
gation on gas would be of material assistance to FPC in deter=
mining the dimension and impact of the natural gas shortage.

He also sa2id that FPC and other Government agencies particularly
wanted related information on curtailment experience at the user
level. This information was needed¢ to snalyze the gas supply-
demand situation for the 1974-75 winter and t¢c estimate what
would be the need for alternate fuels.

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

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

11
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to each pipeline customer or which types of users mignt be
affected. FPC said that without informetion concerning the im-
pact of curtailments on each customer, a motre meaningiul -ssess-
ment of the impact of the national natural gas shortage was ip-
possibie.

FPC was unsiccessful, however, in obtaining the curtail-
ment cata reguested. The data provided on onge of the schedules
«35 merely a restatement of data elready available. The dats
for the other twe schedules was either ircomplete or not sub-
mitted, and FPC hes no authority to force compliance with its
request,

In another instance, FPC spearheaded an interagengy task
force in an attexpt to get information on the effects of qas
curtailments and on how best to minimize the impact of the agas
shortages. In his letter of August 8, 1374, asking cooperation
of other Federal agencies on the task force, the PPC Chairman
said:

“In order to provide a bhackqround for policy making
procegures, the Federal Power Commission is establishing
a Task Force to examine the impact of present and pros-
pective curtaiiment of gas service on egriculture, indus-
try, employzent and the econony.

"s & ® The Task Force should include policy level
representatives (Assistant Secretary or Assistant Admini-
strator) plus other analysts who can identify the effects
of gas curtsilments 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 naturel gas curtail-~
ment information obtained frorm interstate pipeline companies.
Such information, as stated previously, contains little infor-
mation on the economic impact of gas curtailments. Consequently,
the task Iorce ceport of December 1974 contained little infor- .
pation on the specifics of the end use of available natural gas
or the economic ippact of the shortages. For example, in des-
cribing the econcxic impact of gas curtailments on the manufac-
turing industry, the report said that the lack of information on
tne extent and leocation of likely curteilments, the availability
and technical feasibility of alternate supplies of energy, &nd
the criticality of natural gas in specific processes preclude
guantitative estimates of the probable direct and indirect
effects on employment and cutput.

FPC has alsc reguested information about the natural aag

shortage and curtailments from the Future Reguirements Committee.
According to an FPC official, the information FPC obtained

12
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received limited use primarily because FPC could not determine
the accuracy of the inforsation: it had no authority to feview
the paric information supplied to the Future Reguitrements Con-
mittee snd, therefore, could not check the ve.idity.

FPC Is making another effort to cbtain the needed infor-
mation through the FEA., This effort originated at a meeting
in November 1974 which included reprezentatives of FEA, FPC,
and 24 cther concerned organizations.

At the meeting, PEA expressed a desire to obtain historicsl
dats on curtailwents, end uses, ard alternate fuele of gag dis~
tributers' customers. FEA suggested that FPC use FEA's authority
to collect the data f£.om the intrastats distributors.

FEA has been gliven broad information-gathering suthority
unger the Federal Energy Administration Act of 1974 (88 Stat. 96}).
Under such sethority FEA may require any person engaced in energy
supply or major enerqy consumption to provide any information as
may be necessary to enable the Administrator to carry out his
functions under the act,

A working ccmmittee was established, consistina of staff
members of FPPC, FEA, and the National Association of Requlatory
Utility Commissioners. An fPC official on tne working committee
telé us the collection of the curtailment datez was still in the
planning stage but the committee planned to obtain curtailmen~t
data each quarter from interstate and intrastate pipeline com-
panies that sell gas to end-use customers. The dats will include
deliveries, curtsilments, and alternate fuel needs by individual
customer: with 100,000 MCF or more of deliveries each year and
will include combined data for all customers with less than
100,000 HCF of deliveries each vear.

FPC discussed the current status of this work in its July 7,
1975 comments on our findings and conclusions. These comments
are sumnarized on page 14 ot this report.

CONCLUSIONRS

To minimize the effects of natural gas shortages, FPC es-
tetlished & curtailment policy designed to provide guidance to
interstate pipeline companies as to which consumers are to be
provided with, or denied the use of, natural gas on a priority-
of-service basis. These vpriorities are based upon the end use of
the natural gas which FFC believes will best serve the public's
interest.

: j
One of the primary aims of the curtailment oolicy is to
deny natural gas to end users who will not be seriously affecteg
by such denial. To fulfill this objective it is essential that
|
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both end-use anc economic impact information be obtained. FRC
has recognized "' need for such information, but, under its
present authority, which extends only to interstate vpipel.nes,
it cannot obtain needed information trom intrastate pipeline
and distributing companies, which accounts for most of the gas
sold to the ultimate consumer.

The regular reports on curtailments from interstate pipe-
line companies are helpiul but are inadeguate for evaluating
FEC's curtailment policy. rec's sttempts to obtain the necessary
inforrmatieon through indirect means have been generally unsuccess-
ful. However, such astiempts are c(cntinuing.

kithout relieble information on how natural gss is being
used ond on the economic impact that gas shortaces are having
cn arcas of the Ration, PPC is not in a position to determine
31f interstate pipeline companies are effectively corrying out
approved curtailment plans or to make decisions about future
use of natural gas.

FPC AND FEAR COMBKENTS AND OUR EVALUATION

In commentingd on our findings and conclusions, FRC, in a
letter dated July 7, 1373, stated its belief that it had adwminic-
tered its curtaiiment policies in as effective 2 ranner as possi-
ble in the light of its statutory abilities and the sheer maani-
tude of the curtailment problem. FPC did believe, however,
that an cxpansion of its suthority 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. .

EPC also described many recent actions it had taken te in-
crease the amount and reliability of th~ date it depended uoon
in formulating curtailment policies. The principal action dis-
cussed and the only one aimed at the continuous monitorina of .
gas curtailments was the recent promulgation of FPC form 69
issuec June 25, 1975, <This form waz develoned in coordination
with FLA, the National Association of Reaulatory Utility Com-
missioners, and other governmental agenices. It- resulted from
the action descrited on page 13 of this report.

Form ¢% will help PPC to acquire, on a regqular basis, in-
formation regarding the alternate fuel situation of pipeline
companies' direct end-uss customers.

Form 69 will be filed with FEC only by jurisdicticnal
suppliers. Suppliers of natural gas who are not subject to thne
jurisidiction ot FPC will not be affected by the oromulaation
of form 8% but will be requires to file a similar form with FEA,
thereby satistying the sutual reguirements of both FPC and FEA
fer this intormation.

14
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The information reouired by form €9 was to be submitted
to FPC by Awgust 1, 1975, for the actusl period from April &,
19%4, to HMarch 31, 1%75, and for the guarterly mericd ended
June 30, 1975, and thereafter on 2 guarterly basis on or before
April 3¢, July 30, Gctober 30, and January 30 of ecch vear.

FFC described other actions in its cozzents which provided,
or should provide, natural gas data for use in assuring that
particulsr end users' needs ate recognized znd im determing
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 2gainst
14 interstate pipeline companies aimed ot informing FPC as to
how the companies plan tc deal with their projected shortages,
Information resulting from such actions is useful in managing
curtailments, out it is obteined on a one-time basis and dces
not provide & means of continually monitoring ¢he effects of
curtailments.

Although FPC has proposed or supported legislation in past
yYears to increase its information-gathering authority, many of
these propcsals were sade when netural ges weg nlentiful and
the urgent need for the data was difficult to support. This
may be the nain reason that etforts to enact such legislation
in the past have bcen unsuccessful.

Although we continue to believe that the orobable solution
to the problems discussed in this report lies in additional
information-gathering authority for FFC, we do not want to Tre~
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 needea to effectively regulate curtailed ges
deliveries,

If such efforts prove successful, it would eliminate the
difficult task of trying to etfect mejor legislative revisions.

In commenting on our preliminary report by letter cdated
July 18, 1975, the Administrator, FEA, stated that the Gata-
gathering system it developed in conjunction with FP{ wculd
provide the necessary gas curteilment data for both interstate
and intrastate pipelines, down to the ultimate consumer. FEA
saig that it was not imperative for FPC to seek leoislation to
obtain such data.

It rem2ins to be seen, hcwever, particularly in view of
past unsuccessful efforts to obtzin information on the impact
of gas curtailment that working through FEA will vrovide FPC
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with the data it needs. A& means of vetifying the dets obteined
from PEA is one problem to be resolved. The fact that rEA's
authority expires in 13976 must also be considered in arriving
at the final solution.

Nevertheless we believe that this latest offort by FPC and
FEA should be tried to see if the needed information can be
obtained in the mannrer devised. The Consresg should be kept
apprised of the status of this latest request for informaticn
and of any additional actions that may be n2cessary to success-
fully accomplish the desired objectives.

The Administrator, FEA, made two acdditional comments in
his letter. le said that, with the presant informaticn provided,
it is possible for FPC to adeguately sssess the impacts of the
gas curtailment policles on users. OQur report discussed this
issue at length and concludec thet FPC dic not get adequate in-
tormation to assess the impact of natwral gas curtailments,
FPC's comments on our report did not refute our conclusion,
The Administrator said also that interstate pipelines include
aas neld in storage in projecting available supply and levels
“of curtailments or supply deficiencies. Although.pipeélines amay
consider the amount of gas in starage in making projecticns, we
tournd that reports filed with FPC concerning Delaware do not
show the eftects of stored gss 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 CHAIRHMAN, £PC

e recommend that the FPC Chairman report to the Congtess
on the results of the FPC-FEA coordinated effort to obtain the
natural gas curtailment data needed to evaluate the effective-
ness ot FPC's curtailment policy. The report should comment on
the adeguacy of the data and on a2dditional actions needed to
obtain the data.

we recommend that, if the desired results are not obtained
or if FPC finds the mechanisa too cumbersowe, the FPC Chairman
seek legislative revisions to the Hatural Gas Act to expsnd
FPC's authority to obtain information on (1} natural ges sales
by intrastate pipeline and distributing comipanies and (2} the
end use of .the gas by ultimate consumers who purchase the gas
from interstate anu introastate pipeline and distributino com-
panies.

Lr e et o e o -
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CHAPTER 3
SCOPE_CF_REVIEW

we made our review primarily at FPC heedquarters offices
in washington, D.C. We visited the offices of Eastern §hore
Netural Gas Company, Dover, Delsware, and Delmarvs Power and
Light Company, Wilmington, Delaware, and met with officials of
these corpranies who wmere xncwlicdgezble zbout thelr coroany's
natural gas csrtailment activities.

we 2150 met with officials of the Delaware Public Service
Commission and of the city of Dover, Delaware. .

At FPC headouarters, we reviewed legislation, regulations,
policies, and proceduces relating to FPC's natural gas curtail-
ment program, snd curtailment reports.
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Froeral Power COMMISSION
WASHIRNGTON, D. C. 20426

OFFCE OF ThE CHAIRMAN

)

&)

July 7, 1975

Mr. Henry Eschwege

Di:ector

Resources and Econozic
Development Division

U. S. General Accounting Office

&41 G Scieet, N.W.

Washington, D, €. 20548

Dear Mr. Eschwegze:

Ls requested in your letter of June 20, 1875,
} am transmitting the enclosed comments of the
Commi.zion on your proposed report to Congressman
Pierre S. dv Pont on the natural gas curtailment
policy of the Federal Power Commission.

In addition to the enclissed comments I would
like to invi“e 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 GAQ 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 suould be clarifiled to so state,
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I’'r. Henry Eschwege

On page 22 of your draft report it is indicared
that the FBC iz planning ancther effort to obtain the
needed end-use information “primarily because of the
desires of FEA." This is imsccurate and should be
revised. The FPC has indicated to FFA for over one
year that it is esgential to secure information cone
cerning che availability of alternate fuels to end-use
customers, precise data concerning the impact of cur~
tailments on the economy, and detziled end~use informstion.
We are working on a coordinated basis with FEA to secure
information which we have long sought.

Very truly yours,

¢ John K. Nassikas
Chairman

Enclosure
FPC Comments . GAO Draft
Curtailment xeport
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Tho emaral Accounting Ciflca kas reg.. s%ed the Felersl Posse Jevmisanlcs
Lo camment G0 § propozed GO rpegort o Sfesresssar lerrw Jo go Mook of
Do lavars ¢o the posd L0 evaluate the u!i’;m;wm% of thas netural gag oure
tailmeat policy ef the Commtasion, ITbs 4reft repert olales 0t the Commlasion
flecks getheritly (o obtzin the nacessary d2ta to evaluate the offectivencss
of ita salural fas ewrtailment policy,® s9d Surther sistes Shab Witioul "enge
vee and econs«id lesaet iufeveatien the Comalzwise canot Gaterning whetlboy
phpnlaong ore clstrituting svailetle mataral ges &2 npecifisd in asproved
enrtailaent plang o wiwther motificasiswg moed (0 bu vade 18 cush cwmrteslmmsi
plans 46 schieve the objlactives of the ceriailesst ~olicy.®

In gencral, e Cousdasice doss net agres thatb ourrert Lisitaticos on
413 astieri'.? to oblals inforeation comparning taturs) pes w388 Lave pede 3V
izposcible o regulate effectivaly the curtailment of doliveries Yy imlerstate
nateralegas pipelinge coupanles. The Commisaicn has, Boveves, taien & maber
of ateps Lo incresss Whe saount snd Tellialility of Lo date which At depands
upen in forwulsting 1t cwrtalilment policics, &ad has congistently suprorsed
legisiatien o expand Lte acthority Lo mecuTo iaférsatios clotefulng the natufale
gas isduatry. o

Twoe eaamples of tha Cemissiomty e!fe:;s se improve bte faforsmatios capue.
bility in the satural gas fleld are the recent sromulgatics of a wew F7C Form
S0, 69, and sta loagstasding suprort of sroposals o aresd Ssclion s of the
Fatursl Gas det. (Job Loples are mere fully Clieunsed later in theus coraenisl,

FYC Furm Ko, &7, $ssved Jume 23, 1975, 13 cezigred L3 G- yilita tre calest

to wich altareate “wls a7 P villl2ed (5 ctel bnw Teguilemenis of EGse
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erdec. s Custozers ¢ Intersiate plipelines who will not be able t2 contirue
satisfying thair energy mseds with watural gaz dus $o (ke trpigidion of
setreasing levels of curtallment wpon such custemwra by tnteretats pipeliing
conpanies o Serelpn seppliers ef na&aral.gas, Form Ec. 69 will enable thes
vemisaion Lo acquire, o & ropular basis, informatlicn regeraing the aliare
aste Suel sitwtion of ths pipelines! direst eudevse cusiomers that is vequired
o asslst the Comiesion In formulating 4ts overesll curtailesnt policy as
woll 29 spoclfio eurtailsest plars for individeoal interstate pipeline companies,
Fappilera of natlursl gas who are not sublzel Lo she jurisd%ctxun of the Cosze
misasion will be rogquired to file a similar a4 complerontary fors with the
Fodersl Inergy Adsninistration (Ffa). Form No, 6% wen devolopas by e FPC
in ccordisation with the Fia, the fational Assecciation of Regulatery Utilisy
Ceomizsioners, and other govermontal sgurclode

Since the BULY Congress. tbo Cuomisz.ou has crged the ssmendasnt of ises
tion b of the Natural Gas Act, which concarns e Cmsa‘.%'s investigatory
a3 Anfornatisa-gatrering Jurisdictivn, L/ The Ccnlission hau s-ouiortsi nunetous
Congresaiomal bills enbogying its proposals.in this regard, and alihough o
Commission bLLLl bus been ssut to the SLin Congross, tls inforwsiional provisions
of 3. 652 in the curreat Conpress ere sudatantislly misllar to past Comissione

! The pacommendetion way {ncluded {n §, 1680, %%tk longress, 5. 2259, BOth Comgress,
T §. 1503 snd F.R, £953, 87th Cougress, lst Seseion, end in Sectien 7 of £, 2Na4
end of E.R, 10288, E7th Comgress, 2.4 Scesion. The propocal was later introducel
a8 & separste oeasure, F. 3343 end UR, 12011, &7t¢h Congress, 2nd Sessica, emd
relatrodused e 5. 1663 oend W,RB, 5%7 in tne 83tk Congress; 3. 1530 sad
B.E. S871 {a the 2%th“onnreen: §, 1723 £ad W R, 8348 fu the §0th Corgress;
€. 3500, S. 4299 and H.R, 5310 {n the 9lst Coogrese; S, AQL, S, 791 and
R.2. Y568 tn the 9234 Conaress; and En the ¥3:d Congress as o, 1529 asd
P.R, BI57. )
|
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spoasored fegislatise, aed sve supported by che Commisrlon, §. 692 weuld suthorine
snd direct the Comalssfon to study the preduction, garberving, sterme,
transportation, distribution erd sale of matursl, ereiflicial, or syuibetic gos,
howsver produced, throughout the United Etatss and {95 posceszivas,

The Commineion’s efforte to szgulze :ﬁea beariag vpon 2he gor curteilment situ.
atisn ere not limited £ end-use ot elternats feel considersticns. On

.February 30, 1375, the Commission fnitiated an investigatien f{n Docket En. BITI-IILZ,
ordariag 12 intersiete pipeling compacise gnd 64 inmpcmi@ﬁ'i produtars

- to show cevso why cortaln natural gas reservairz in ihe offshore Pﬁ&m‘&

Gomarn ares of the Gulf of rexico are currestly in a oovwproducing status

and why they “could eob or should rol® be preduced. A second phase of this
investigation »i1l cover offshore state and cnshore dedicated conproducing
FOSCTVES. .

T.ue Cormiszion 2ls0 has vndenday investizations of the ges rescrve holde
ings and prodactiion 1;\*@13 for tvo major interstale pipelines whose curtail.
ronta during thw 157heTS winter exceaded projocil cus, On Jm:.;ry 8, 1675 the
Coznission, in Docket Mo, RPIS.51, instituted 3 corprebessive Smsugau:/m
of the circumstances aurmmﬁx;g incressed cvrt&i:lmats anticipated o 2o
systea of Transcemtinenisl Cas Plpo Lins Corp.. and scexing e« daterninatics
a3 1o curvent projesticons of curtalilmant ©8 % >4 syste=m. Sieilarly, on Decem-
bor 2k, 197!:,' the Commission imstituted an imestigatien in Docket 5o, FP73LST,
to determiog the severity and causss of Lhe incryased supply shortfall on the
Tenagpsee Gas Pipeline Co, system, 7

In ghert, waile the Coomission Yelisves thal expansion of its pewirs -
relative to the acqeisition of iaforcatiom on tha naturaleges industry m—m.
be in the publiz iaterest, 1% hag sifeetiwely used Lhe %0013 2% hand Lo 3s3.Te
that ihe informatisn base which vnderlies its gas curtailoent polisics is
sufficient, bolh in terns of 9cope and atcurscy, to perdt imfer & o+ «gquite

atie Jovislweukiag.
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o TSZI00 ACTIOES UM CURTAILMENTS

A% & resudl of Lhe pervasive, decpening matural gus eherisge, the Come
Lisahen Las Lesn rc:;m-m"ao devota @ graater proporidon of its regulatery
asbivitics to provlses of alleceting sbm shorifall betusen existing cuge
toaars of interstate pipelines. ) .

On Kovosber b, Y970, o Coxmiesion, under Docket e, RG0S, & Policy
Jtatoneat Notico of Investigatdon ond Proposed Rulemsgking <ith Baspect to
evslopivy bmevpency Flang, stated thal ¢ propozed, alter investigatice, (o
lszve rules esteblinnieg polieiss to pre&a:?ih;g procedures for develeping
load relie! and curtsilsent pling for natursl gas pipelise companies and oleta

iric powar rystoms, This investigation resvlted in the Commissice isaving

Order Ko. L31 on April 15, 1971, In FPC v, louisizra Pocer and Light Coxnany,
LTS 5.3, 420 {1972), the Supreme Court upleld the Commission's Jurisdictica

0 aporove ond-vse curtallment plana filed by Jurisdicticoal pipeline companiss.
The Court stated that the Conmispion could regulste curtsiloant practices ef
pipclinas undar it8 transportation Jurizéic’.&au s2d under S;cuons Land S of
the Hatural Gas Act,

The staterwat of gensral ;olicy contaived Lo Order o, 4L provides thet
Jurisdiciional pipeline campanies shall teke all nteps sscessary for the proe
tecticn of es reliabls and wequalé ges service af possible. The Cormission
qucouraged companies to fill all storage fields, required the fillnz of cute
Ltailzent 2lans, set :‘_crth procedires uoder which shori-ters gas purchases might
be rade, encouragod pipelives to enter into exchange agroemants and tock other
actions cezignad L0 establish 8 regulalory syster which would assure the highe

ust degroe of gas service achicvable with the present lirited availadle supciies,
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This order epesifically dirccted thul consldsratlien pe giien 16 the curtaile
peut of volumes equi:mlem. to all interrupliblo ralep amd Lo L2 curtailecut
of lazpe bodler fuel seles whers aliorazte feels are avatlablo,

O Jeavary &, 1973, the Comsisalon in itg Order Ho. L67! 1syued & elate~
ment of poliey on prieritive of deliveries by interstate pipeline cespanies.
The Comigslon on Jenuary 15, 1573, Lasusé Order Mo, L%T-A ssending its
earliar statewsnt of policy on priorities ef delivery te requﬁre'that tarifls
Siled with tho Cormisslon showld reflect sufficlent {lexibility L@ pervat
plreling compenies Lo respond Lo ewmergenciss, incloding esvivemmental erere-
gentios, Suring paricds of curtsilment wiwre supplanenial doliverles are rew
guired to forestall irreparable injury to tile or propariy.

On Kareh 2, 1973, the Comaisaden furitsr smondud its statenmt of policy
Lo Ordsr No. Lf»‘t-&, in whica 4t set forth currently effentive imttlal priore
itiss to bo followed by Jurisdictional pipeline companies during paricds of
curteilnvat, Order Ho. L67-C, Sasued April ki, 197k, defined procedires fov
Liling roquests for relief from curtalluent by customers of iotersiale pipee
lines. In Order Ho. L93-A, iasued October 29, 1973, the Comrdesien sdopled
certain definiticns to gtandardzse the end-vge clszsifications used in the
curtailizmeat priority schedula, Tne pricvitiea of sorvice and the definitioms,
taken mageti'ar, iratislly cstablish the order Ly which interstate pipeline
companies should effectuats natural gas curtailmont to their custcoesrs,

. 1s general, the priaﬂties of sarvice grescribsd in the Commisaien's pole
icy statement sre based on (1) c?nsidersz.‘.m of the relative needs of resis
dential and small romereial ccn;mers who canmod be mandatorily curtaiizd

! j
due to unzccentadle safely risiksi assocrated with nmatural gas sarvice Lo this

Bé%’? WGWENT AVAILABLE
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class cf comsunees, (3} the needs of large ccomerciel eeoirers sad fodustrial
coneuners wha rust m:e, nainrel gas fov plant protectlon, soeocess veguivements,

or fecdstosk end {3} the nzcds of lorge wolume infusteisl *efler fuel wsre and etlne
fasuncriel comsumare who can convert te use clteraate fuels, The prievities

reguire the Ysrgeat usess to be firse curteliled; the priortiies sze epplifcable

to the end-ypes ¢f natursl pae by the fudustrisl econsmy st lerge, vather than

to particulst groups of imcustrial covvusers based upon somo raskisg eof relative

-

fmportance to the netison ¢ specifiec f{miustrisl activities or preducte,

The priorities prescribad by tne Cuasission in ite policy statenent are
guldalines to curtailment, and sre nob sell-exociting wpou the cwrtaclrsnt
practices esployed by fnterstate pipsline cosgades, The Cormission is Poe
Quired by the Kalural Caz 4Act and thr Adminfstrative Proccdure Act to provide
Ippirewally Lor foraal Mmaring, juitially before an Adalalserative igw Judge,
on curtaiiment plass prososed by pipeline companies in which all affected pare
ties pay participate through testisony, eross examinaticn and briefs.

The vights of affected parties to protect thuir interests have soavirtently
been recozniszed by the Cormission in its policy statuments in Order Nos./ L7
8L seq., in waich it haz defined the guideline nature of the policy and the
opportunity for consumers to present facts and arguments as to their perticuler
clrcumst.mc;s.

A3 an important adjunet to ita regulation of natural gas curtailesntis,
the FI'C has develzped procedures to grast extraordinary relief from curtail-
el voon & showing of lrreparadble injury by a cvatomer of an interstate pipe-

ling cumoany, Tie Commiszion has granted  timely voli2f in 2 nuber of

BEST DOCUMENT AVAILABLE
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situaticas 0 industrisl cchsumers hocluding fortiliner manefactusers
end cther agriceilucesrelated vzes tivestensed by chuteclf of eaturszl gas
doliverios. .

On Jely 26, 1974, the Commiseion requested detalled inforsestion from
L2 major intsrstate pipelins cosmanies a3 to anticipated curtsilsests to
thaly customars, and ths eativsind Lnmpost theresf on the avellahility of
eltervate fuels for the reperting period Movesber 197L through Yareh 1515,
This information vas teqQuired t7 dotereine the probable extzat of locsl and
regronzl industrisl dislocation, 4f amy, and vwas naceseery in ths coordinatien
? the Comminaion's responelbllities with those of the Fodersl Enerzy Admine
{stration {YBAY, Dete summseries, propzred by .th@ Commiselon's etaf? pureuant

to this request, wers distributed to FTA rogionsl end hasdquerter effices,
state onsrpy offices ond pudblic utility comsissions, the prees, erd to the
general public through our 02fice of Public Iaformetion.

Un July 1i, 1574, the Comussion’s Chairmen sent & letter to ihs fulnre
Require=ents Committes (& group somposed of meabers from the gas preducing,
pipeline, and distribution induatries}), requesting initiation of studies ine
volving (1) collection and reporting of historical curtailiment exparience,
end (2) theedspacts of prospective gas curtallments in the end-use markets for
the winter of 197L-75. This requas.t wa3 presented by Cormissicn stsff st the
FRC mecting in Seattle on July 31 and August 1, 1976 eod the ~tudy foz the
197L~75 winter was comoleted in Movesbher 19;124. Again, ths iofersation previded
by this study was coordinsted with the FEA,

Ca Azgust J, 1975, tle Sondselon®s Chalnues establislicd The Tatcesjenzy
Tazk Torce on TiLe tconealc Inpact of the Curtail ot of Car, coaposed

of goverment agencies whas. po¥-1 g, =TErry o R BRe oy patrafomiad
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balence, to examinmg the lsoact of presest and prospective cwrtailment of

.

gas service os agricvlture, fndustey, essloyment and the economy,. A repors
prepared by the Task Force i; the fell of 197h indicated the limitations of
the data meeded Lo determing policies fon minimizing the effects of curtails
ment., One resuvlt of this effort wes ths davslopment, in cosperatico with the
FEA, of ths Commisgion's Foerm Ho, 67 and 3 complemuntary form ¢4 be issved by
the FEA, This topie will b2 further dis:easad.lntar in these cem%@nts.

Furthar evaluation of the lmpact of matural gas curteilmants Qﬂ the nation's
goonery and the d@?ﬁlﬂpﬂﬁﬁ$.0f & netiomel energy strategy will be undertekes
by an sdvisery coedttes o Lha Hatdowal Cas Survey, which will 1uglude tmputs
«cvom all asspects of the gax industry, oteie agenciss, aéademia. zonsumery oud
eavirormentallists ae well as fedeval spencios.

In adninfstering {18 policfes repsrding curtfilaaa:a of natursl gen delfv-
erics by interatate pipelins coupsnics, the Cormicsion conslstently has msde
extensive ute of dat regarding the end-use of natursl gas by coﬁsuaa;n, a3
well 2= their zlternate fuel cepsbilitlies end the potentisl ccencmic rad em~
ployment {mpacts. In the curteilment proceedinge for United Cee Pipe
Line Company (Dockat Yos, AP71<29 axd 3?71-120), the Commission by
letter of Juna 6, 1973 requested gns cupply and cnd-use inforsatica
from Unitci’; direct industrisl e2nd city-pate customers, resulting i the
subnicrion of information vhich £411z two six-ioch thick volumes,

Yumerous consunicrs and Jittfibutors becoze parties to curtsiimeat pro-
ceedings purturnt te the Cumission’s policy of providing tae
greeteet poscible orpcr:ua?:y for a}!feﬁ:cd partics to defend their

i f ;
interests, ard through vritles submirsione and oral testimeny provide

I

¢-*a1” - Inforu<tfcn concernisg theivr pzrilculsr sitaations,
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GDER N0, 531 IX DOCH-L K, R-L72

By Orduer Ho. §317in Doclket Ko. R-LT2, fssued Jume 25, 1979, te Commissicn
proculgatod a new Fors Hoe 59, desigred o diterning taa aavent o wuch
alsernate fuels may b utilized to mged ‘tha roquirements of those esd-ule
custamers of interstate pipelines whe will nel bs able o continue gatisfying

- Lhalr energy needs with natural gas due to tha lmposiilios of incressing levels
of curtablrment upon such customers by interatats pipoling companied ar forelim
supliers of natural zas. Form No. 69 will enable the Cormisulon’te seeuive,
oh & regular basis, informgticn regarding the alternate fuel ziteatlics of
tho pipelinna! divect eudwuss custenars that de reguired to segist the Cone
migsion 4n formyiaticg its over-all curtailmont policy Lo woll ee spsclnc
curtailment plans for individual lnterstate pipslinas companiag,

The Com.t.uion, iz its Order So, 52) &n Ducket No. R+-4l2, i.sved Februvary
6, 1975, withhsld passing upon tie Luclusion of Schedule 1B and Schedula 10

. 4n FPC Form No. 16 in deforence o numercus cosmsnts thatl had been asbeitted
by interested partlos, Schodulc 14 tlat was incorvoratod inte FPC Fora No. 16
by Ordar ic. 523 only shows syste~-uide summary iaformstion ccacerning pi;):e-
line company supply n:ﬁuircmntu and curtailzents, Prooesed Schedule 195 to
Form Yo. 15, upoan which action waa defsrred in Order Yo, 523, would havs re-
quired each-curtailed distridbutdr receiving 190,000 Nef per year or rore to
provide tho naves ¢f i-u customers curlailed by such disiridbutor, ¢he volumes
involved, certain end- .3 data, _.termats fuel information, lecation and 3IC
code, {3i¢ Code relats. to the Staniard Industrial Clasaificalion issved by
the Office of nanage=ant and Budgot). The proposed Schedule 1T, also deferved,

would have reguired pijelives 4o pcovide end-use, locaiion, JIC cods and

gEsT DOCUMET AVAILABLE
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dhile the Commission im the past has uot naintainred a progras for exome

ing the gas eupply and slternate fuel poutures of end-users oa a casoeby~-case
taxds subsequent to the innieasstatioe of curtsilment rlans, its procedures
for omergency rellef from curteilmsnt have oen very affoctive in assuring
that the particular endeuss o glternate fuel needs of individual consumsrs
&re recognired and accomodaled where pegsicle. Undér tho emsrgengy procedures
pravided by Commiseica Order Mo. L47C, turarcus petitions requasting troste
rant dfferont from thal vhich'neould nermally be ecoorded undsr the Commissionts
cvrtalilment prierity scheduls have bees edjudicated, In taee proceedings the
Cormiselon conaldern a broad roage of fectors, including, emong other things,
the technfcal practicality end econemfe fesstbility of converting to altersate
fuels, snd the potential {mpsct upon fobs. As a reeult of the Commlasien’s
geilon in expedltiously processing vequeste for smergency curtelilsent relief, as
videapresd unemployesat occurred enywhers {n the nation last winter as the

result of curtaliments of nstural ges deliveries,
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siternate fuel fnformetics for each lovge direct cuetomes curt2iles 5y
the pipelice,

The Comrtesion's Form No. 69 wae developed by the FIC {n coordiartfon with
the Federal Energy Admicistratioca, the Hatloral Assoclation of Begulstory Utslity
Commissioners, and other governmental agencler afteor a serles of in-
formal conferences a3 provided for in Urder ko, 523, Forn ko, 6% ang s
cozalementary form Lo be promulgated by the Fra seek thw tyre of data thet
was initially sought under the proposed schodules 1B and IC of FPC Form
Ko, 16, Ths acgquisition cf this deta is an esssntial preregulisite.to any
pubsequent moasures that say bo taken to offget the disruptive irpact envigse
aged under the increased curtailments of natural gas.

Form Ho. 69 will ba filed with the Comission only by jurisdictional
suppliers. Supsliers of natural gas whe are oot sublect to the Jurisdicidon
cf the FPC will not be affected by the promulgation of Form No. 59, but
will. be requ;;red to file a similar and complerentary form with the Federal
E£nergy Adninsistralion, Those suppliers of natural pas sudject Lo the Come
nisgion's jurizdiction would file only with the 77C. In this manner, & single
coordinated fors may be filed by those reguired 0 report ¢o the Commission,
thercby satisfying the nutual requirerzents of both the FPC and the FEX for
this data. In Order do. 531, the Com~isaicn directed that the information
gathered on Form Ko, 6% will be routincly srovided the FEA for uwse in §t3
activities and placed in the Coomission's publie file for use by other overa=
pental agancies and ths public., The Co=mission concluded that cuch dats

. |
should be available nol oaly to &ll bther govertmental agencies bet the sudblie |
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as wrll since the value to the public of this inforsation far cutwvoighs .
&ny dozonsirated pecundery interest in confidentiaiity, The Cormisedon hes
u=t been inforred whetnr b dats collsetsd by the FES will bs relozsed -~
to ciher governnental spuncies or Lo ths public,
The data required by Forz Ho, 45 i3 o be sutamitted to ths Commiszion
by Zugwat 1, 1975, for toe actual period frem 4pril 1, 197k to March 31, 1975,
and for the quarterly pericd sodirg Juns 30, 1973, sad thoreafter os a quarter: -
1y basis on or before April 30th, July 30th, Octobsr 30th, and J~a:nuary 30tk
of ea:h year. Tnis iizctable does not cesport wilh the statement made in tha

last sentence of the first paragraph oo page 23 of the GAD dralt report,

-
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ORDER OF JUKE 11, 1975 13 IOCERT K04, BPTL-uZ, ET AL,

On June 1}, 1975, the Commissicn issusd an order in Lschet Hos. WF74-L2,
ot &l,, directsd spainst fourteen intorstate pipslines whish project curlaile
menty of firm roquirements in excess of 20% durimg the upcoming wiater hogte
ing season, isong the pipolises included io the order were Eastern Shore Yate
ural Cas Corpany cnd Transcenticontal Jas Pipe Ling Cerporatloa, In the erder,
the Commdssion dirscts the coovening of conferemces for each of the fourieen
plpolines, to by scheduled betwesn July 15 and fugust 15, 1575, 80 that the
pirolines and their customers, doth direct end Sadivect, gan inform Lhe Com-
niscion a8 ¢o how the prejected sherisges will Smpact upon thelr ayetome, how
they plan to deal with the shortazes, and the flexibilify tne pipelines and
thoir customers may cell on in desling with the shortages,

In ordar to r-operly evaleats the geriovoneis of the gas supply sit.etlion
for the forihecoming winter svascn and Lo provids, whore necessary and possivle,
aseliorating plans, all custorers of the fourtesn vaned pipelines are urged,
and those whe arc parties to ths plpeiines! curtailzment procsodings are directed,

) to provide dats to the fourtcen pipelines, This data will ensble the pipelines
to provide required information 1o ths Commisgion, thoir custimers, state
regulatory bodirs ard the Federal Zoergy Acainistraticm, regarding (1) the
priority-ofsservice calegorios which are wxpected to be curtailed on gn aver-
age c¢ailv syzter-wide basis by tne pipelimes and Lheir Jdistribution customers
during the mouths Hovember 1975 through ¥arch 1976, (2) the aversge dally (¥ef)
and peak day (tcf) ﬂ.aiibi‘;ity to bs gaived by naximization of perchases from
protucers, maxanization of sterage, snd LT or 353 for cach =month of the coning

winter, and {3} for boih direct industrial cusicrers of the pipelines and

45T DOCUMENT AVAILABLE
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industrisl customsrs of curteliing disteidutors, {e) the sype of natural

gas purehass contract (firm or fntersupiible), (b} existurg alternsta Susl
capabiisty, (¢} the kiﬁd'and asmnt of altornats fuals needed for esach mosth
during the 1975-76 heating pesson, after turizilmest 2z shown oz FP& Fera 16,
{d) the kind and amount of alternats fusly Belisvaed te be'awaii&bte for each
month of the 1975+76 winter sseson, () ths deficlency of alturmate fusls by
kind end amsunt for the 1975-76 winter szeason, and (£} a dsacripticn of opere
atlng cptions availeble 4o the industrial custoser i€ no aﬂdition;I satural

ges or altornats fuels are grovided.
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CovEaaIoNt S LEGISLATIVE FaDTOALS kD IUFSTRLTI.N AVTHIALNY

Althoogh the Comminsion Goed Mot sgfee LRat ite infosmgtienegatbaring
pouers have been iradaguate to the tas. of effectively regulaticg matursl
geo curtailepnts, it does beliove that o exrension of fte espabilities in
this Feoard would facilitale the disvharyds of 1ts statulery respoheibilities.
Bopimnicg with tar 8.k Congregs, the Coanizsics has comsistestly swpported
1sginilatien 16 expand 3is aulhority U0 gather and diseenismsta faforsation
rogarsieg the toteralegas isdustry. From the Flst o §lrd Congresses, sighs
Comisalon~sronsored bills were Lotroduced imat would have mndasld mum P11
of the Hatwral Caz Act (52 $tat. 828, 15 U.5.C. 717} to grent the Commissicn
iaferesticaal guthority sinilap to thal cow arted upod 40 with regurd to the
slectric power isuusily by Section 111 of the Feforsl Mowsr &ct (LY Stat. £5%,
16 U.3.C. 823387 an the SLth Congress, the Comdission has supporied ihe isfope
emslional provisions of 3. 652, 28 repocted 10 the Semate Ly the Jemate Conmerce
Commitice on June 12, 1575. Thess provisions of 3. 692 wimld be tncluded in
Section 207(g) of & proposad Title II of the Matoral Oas set, bul would be
substantially aintlar to the Commission's provicus proposals 20 arend Section
5.

Jection 207(gH1} of 5. 652 wowld guthorize and direct e Commissien to
study the zroducum, gathering, sterege, irsmpportationm, diz.ritutien, and
ssle of natural, srtificial, or symthelic gas Lhroughout the United States,
whelher or 800 Sush 3CUVILies vore othurwise subject Lo the Surisdictiosn of
tee Coomisslon, and regardlsss of whethar such setivities were By private or
goverrmantol entitles. The Covission would oa required, iascfar as practicadle,

to secure and azep currest feformatilu on the “rales, charges, acd costrgcts
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im respect to the sale of matural gas and ite servics ﬁa resissntiel, rural,
comzercial and lndustrisl consumers, end other purchasers by private ssd
pudblic sgencles;® and on the relation of these and other epecifi&d fsste
sthe develcpasat of conservation, industfy, commerce end national daferas.?
The Corvelasion would be reguired o repert Lo Congress end coald pudlish the

rosulls of stndies wads under the bill's prcvxziama.
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ORCIMSI0H

The Commisaion, in sherd, belleves thal its matwal fas curtaile=ent

policios have been adninistered in ag effcctive g =arner a8 podsible 4n

1ight of it sutuwi‘y abilities and o sheer magnitude of the curtallameat
problm..m Cermission has underday o nuaber of sctions dasignad to sssure
that the informatisn wpon which tho Commisscion must necgagsarily rely in
formlating its curtailment policies is sufficiently detalled and azeurste
to pornit responsive and expeditious decislonmaking, These actiods inslude
no% miss.im policies im regard to end-use and gltorpase fwel dats, CooD-
eratica with other govermmant pgoncies and the private sector in chtalning
svch dats, and the support of legislation to :?xpané the Jozaiselimts puthors
ity to obtain information regarding tba natlon's matursle-gas industry. The
Comnission recognizes the secessity of inforzod declsfonmaking on its part,
and is making substantial eiforis to assure that curtailment pznlicies con=
form to the realities of natural-ras consumption asong all class-':’ the

nation's gas consvmors,
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FEDERAL ENERGY ADMINISTRATION
WASHINGTON, DG 20461

JUL 18 1975 CITIZE OF THE ADMIGITEATOS

Hr. Monte E. Canfield, Jr. LOCIRETTRITT aiga, 7~
Director L . .‘L;"‘f"' v YR xfltB -
Office of Special Programs-

$8.5. General Accounting Office

Washingten, 0.C. 20543

Dear Mr. Canfield:

We have reviewed your draft report entitled "Need to Evaluate the
Effectivensss of Hatural Gas Curtatlment Policy,” which you enclosed
with your letter of June 20, 1975.

We submit s ~ lowing comments for your consideration in prepariag
the final repor..

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

2. uith the present information contained in pipeline
curtailment reports to the FPC and in proceedings
on petitions for extraordinary relief from cur-
taflment, it is possible for the FPC to make an
adequate 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.




