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Under the Natural Gas Act of 1938, 23 amerded, the
Federal Power Commission (FPC) is responsible fo. regulating the
interstate comaczce of natural gas, inciluding the price
producers r:ceive for natural gas and t*o price that pipeline
companies can charge fcr transporting it. yPC issued regulations
for emergency natural gas purchases to Lelp allaviate teaporary
shortages in the interstate market, «nd the Congress provided
the President with spacial powers to assure adeguate suprlies
for high-priority uses during the adverse 1976-77 vinter season.,
Findings/Conclusions: The Ranner in which FpC Iegulated
€meéryeéncy purchase provisions resulted in intrastate pipeline
companies avoiding regulations vhile dealing in the interstate
market. Consequently, #¢ny interstate pipeline ccmpanies were
allowed to use énergency purchases for sales to low-priority
customers tnat had alternate fuel capabilities. This was
contrary to naticnal Pclicy of attempting to shift high-voluase
industrial and utility gas users to coal and other energy
sources. These actions vere also ineqguitable because
high-priority customers not affected by curtailment were forced
to bear part of the higher cost of eaergency purchases, thereby
subsidizing low-priority users. Probleas eacnuntered emphasize
the need for taking strong measures to curh low-priority uses of
eaergency natural gas and improving the administration of
éaergency natural gas purchase programs. Recommenlations: The
Federal Energy Regulatory Comsission should amend regulations
for emergency purchases of natural gas to: define an eRergency
as a situvation in which a gas company's supply for high-priority



use is endangered; establish the policy that emergency purchases
are only for high-piiority uses with limited exceptions;
prohkibit emergency purchases which require payment for gas not
taken even though service is resumud to lov-priority users; and
prohibit emergency purchases for low-priority users that have
facilities for alternate fuel use. The Secretary of rnergy
should: review purchases made under the Emergency Natural Gas
Act which did not reguire prior authorization to deterasne
inaligibility of purchasers and appropriate penalties; anad
cansider exercising his authority to intervene with state public
utility cosrissions to promote policies, the Congress should
amand _.e Matuiral Gaz Act to give the President permanent
authority to declar: a natural gas eaergercy and to grant the
Pederal Energy Regulatory Coamission authority to regulate the
end price and use of gas obtained under emergency regulatiuns.
(ETN)
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‘s REPORT TO THE CONGRESS
> J

BY THE COMPTROLLER GENERAL
OF THE UNITED STATES

Emergency Natural Gas Purchases:

Actions Needed To Correct Program
Abuses And Consumer Inequities

Large quantities of natural gas were allowed
to be purchased on an emergency basis by
interstate pipe!ine companies under the Emer-
gency Natural Gas Act of 1977 and the emer-
gency purchase provisions of the Federal
Power Conimission. Yet no restrictions were
applied in ternis of what constituted an emer-
gency or what priorities should govern the use
of emergency natural gas.

Many interstate pipeline compe 1ies used these
emergency purchases to incres » or maintain
sales to low-priority customers wat could use
alternate fuels. Such actions are counter-
productive to nationa! conservation policies.
Also they are inequitable because high-
priority customers not affected by curtail-
ment were forced to bear part of the higher
cost of emergency purchases, thereby subsi-
dizing low-priority users.

GAQ recommends establishment of a firm
policy that emergency provisions be used only
to supply high-priority uses. GAO recom-
mends also that the Congress give the
President permanent authority to declare a
natural gas emergency and to require manda-
tory allocation of natural gas between pipe-
line compenies during the emergency.

EMD-78-10 JANUARY 6, 1978




COMPTROLLER GINERAL OF THE UNITED STATCS
WASHINGTON, D.C. 20848

B-178205

To the President of the Senate and the
Speaker of the House of Representatives

This report discusses improvements needed in the Federal
requlation of natural gas obtained under emergency provisions
to prevent its use counter to national conservation policies
and to prevent the higher costs of natural gas so purchased
from being borne ineguitably. This report contains recommenda-
tions for consideration by the Congress.

We made our review pursuant tc the Budget and Accounting
Act, 1921 (31 U.S.C. 53); the Accounting and Auditing Act of
1950 (31 U.S.C. 67); and Title V of tha Energy Policy and
Conservation Act, 1975 (42 U.S.C. 6201).

We are sending copies of this report to the Acting
Director, Office of Management and Budget; the Secretary of
Energy; and the Chairman, Federal Energy Regulatory Commis-
sion.

LA -
Comptroller General
of the United States



COMPTROLLER GENERAL'S EMERGENCY NATURAL GAS PURCHASES:
REPORT TO THE CONGRESS ACTIONS NEEDED TO CORRECT PROGRAM
ABUSZS AND CONSUMER INEQUITIES

DIGEST

Inadequate administration of emergency pur-
chases of natural gas allowed interstate pipe-
line companies to purchase large quantities of
natural gas without restrictions in terms of
what constituted an emergency or what priori-
ties governed the use of natural gas.

The Federal Power Commission 1/ issued regula-
tions for emergency natural gas purchases under
the Natural Gas Act to help alleviate temporary
shortages that occurred in the interstate
market. To assure adequate natural ges sup-
Plies for high-priority uses during the ex-
tremely adverse 1976-77 winter heating season,
the Congress provided the President with spe-~
cial powers under the Emergency Natural Gas

Act or 1977, (See p. 3.)

These steps provided a means of meeting short-
ages in the interstate market with natural vas
from areas of the intrastate market where sup-
plies were available. They also permitte:’
the transportation of the emergency natural
gas through intrastate pipelines. (See p. 3.)

The result of the manner ;3 which the Commis~-
sion regulated its emergency purchase provi-
sions, however, was that some intrastate pipe-
line companies avoided price and other regula-
tions of the Commission while they also dealt
in the interstate market. Thus the intrastate
companies enjoyed the best of both worlds.

--They were not subject to price and other
regulation by the Commission while dealing
in the interstate market.

1/See p. 5 con:erning the dissolution of
FPC and the assumption of its responsibil-
ities by the Tederal Energy Regqulatory Com-
mission and the Department of Energy.

. ) removal, the report .
cover Ho shou"l%"bc noted hom;n‘.mr i EMD-78-10



-=They enjoyed the hignest Prices set by the
forcen of supply and demand in the intra-
state markat. (See p. 6.)

As a consequence, many interstate pipeline
companies wera allowed to use these emergenny
purchases to increase or maintain sales to
lyw-priority customers th. had alternate fuel
capabilities., This resulted in actions counter-
productive to national conservation policies,.

The national policy for conserving scarce
natural gas by shifting high-volume industrial
and utility gas users to coal and other abundant
energy source is well established. It was
embodied in the Energy Supply and Environmental
Ccordination Act of 1974. (See p. 4.)

But, by allowing natural gas obtained under
emergency provisions to serve low-priority
industrial and utility uses, the Federal Power
Commission and the Administrator of the Emer-
gency Natural Gas Act acted contrary to this
policy. If these low~priority users had been
denied the use of emergency natural gas, it
would have reducad their overall consumption
of natural gas and encouraged or required a
switch to coal or alternat- energy sources on
a temporary or permanent bacis.

During 1976 interstate market prices for
natural gas ranged from 29.5 cents to $1.42
Per thousand cubic feet. New and renegotiated
coniracts in the intrastate market, during the
same period, averaged $1.62 and $1.69 per
thousand cubic feet. Prices under the Emer-
gen-'y Natural Gas Act ranged from $§1.45 to
$3.4 per million British thermal units
(roughly equivalent to a thousand cubic feet),

The higher cost of the emergency natural gas
purchases under both the Emergency Natural

Gas Act and the Natural Gas Act is passed to
all natural gas consumers, not just to those
who received the additional supplies. fThere-
fore, low-priority users who imight otherwise
be curtailed are not required to bear the full
cost of the higher priced emergancy gas they
receive. High-priority users that mAay not be
affected by curtaiiment must bear a portlon
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of the higher cost of emergency purchases,
thereby subsidizing low~-priority users. (See
pp. 9 and 15.)

To eliminate this inequity, low-priority users
that have not yet installed facilities for al-
ternate fuels should bear the full cost of any
emergency natural gas they receive. Thig re-
guirement would also provide an incentive to
the low-priority users to switch to other more
abundant fuels,

GAO recognizes that some low-priority customers
may have not installed the facilities needed to
erercise their capabil.ty to use alternate
fuels. They should have a reasonable time to
install such facilities before being denied
natural gas obtained under emergency provi-
sions, Care should be used, however, in estab-
lishing such a reusonable period to avoid
further delays in installing the facilities.
(See p. 27.)

The increasingly severe natural gas supply
problems emphasize the need for

~--taking immediate and stronqg measures to curb
low-priority uses of emergency natural gas
and

--improving the administration of emergency
natural gas purchase programs.

If the emergency provisions are used by the
Federal Energy Regulatory Commission (succes-
sor to the Federal Power Commission) according
to the following recommendations, emergency
legislation, such as the Emergency Natural Gas
Act, should not be necessary every winter.

RECOMMENDATIONS ) THE
FEDERAL ERERGY REGULATORY
COMMISSICN

The Commission should amend its regulations
for emergency purchases of natural gas

--to define a natural gas emergency as a situa-

tion in which a natural gas ceompany's gas
supply for high-priority use is endangered;
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=~to establish the policy that emergency pur-
chases are to be used only to supply aigh-
priority uses with certain limited excep-
timng;

--to prohibit emergency purchases waich re-
quire the purchaser to take the natural gas
or pay tor the volumes not taken even though
service is resumed to low-priority users; and

—--to prohibit purchasers frem receiving emer-
gency natural gas when they are serving lcw-
Pricrity users that have facilities for al-
terrate fuel use.

It should also establish a surveillance and
enforcement program to assure that emergency
provisions are used in compliance with the law
and requlations. (See pP. 28.)

RECOMMENDATIONS TO THE
SECRETALY OF ENERGY

The Secretary should review purchases made
under the Emergency Natural Gas Act which did
not require prior authorizatior by the Admin-
istrator of the act to determine which pur-
chasers, if any, were ineligible and apply
any appropriate penalties required under the
act.

In addition, the Secretary should consider
exercising his authority to intervene with
State public utility commissions to promote
Federal Energy Requlatory Commission poli-
cies on emergency purchases of natural gau.
(See p. 5.) This would not be necessary

if the recommendation to the Congress, stated
on p. v, is followed. (See P. 29.)

RECOMMENDATIONS TO THE CONGRESS

GAO believes those provisions of the Emergency
Natural Gas Act of 1977 which provided for
emergency allocation authority are appropri-
ate and should be cmbodied in the Natural

Gas Act. Also the provisions of the Emergency
Natural Gas Act ¢f 1977 which were most use-
ful in facilitating emergency purchases si-
milarly should be embodied in the Natural Gas
Act. In addition, the transportation costs

of emergency purchases should be regulated,
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The Congreus therefore should amend the Natural
Gas Act to give tha President permanent authority
to declare a natural gas emergency. Such legis-
lation should permit the Federal Energy Regu-
latory Commission to require mandatory alloca-
tion of natural gas between both intrastate

and interstate pipeline companies once the
emergency is declared.

GAO also believes that the Federal Energy Re-
gulatory Commission should have authority

to assure that (1) the full cost of «mergency
natural gas is charged to the custom'rs that
receive it from distribution companic¢s requlated
by State public utility commissions and (2)
such customers in low-priority categories do
not receive such gas. This authority could
eliminate the inequities discussed in this
report and allow further implementation of
national conservation policies.

The Congress therefore should amend the Natural
Gas Act to grant the Federal Energy Regulatory
Commission authority to regulate the ultimate
end price and end use of natural gas obtained
under emergency regulations issued pursuant to
the Natural Gas Act, including tha* emergercy
natural gas distributed by pipelines or dis-
tribution companies under State regulation.
such authority would place the Commission in

a position to prevent future abuses, such as
those described in GAO's report. (See p. 29.)

AGENCY COMMENTS

GAO requested comments of the Secretary of
Energy on its proposed report. Oral comments
were received from officials of the Department
of nergy and the Federal Energy Regulatory
Cormission. They agreed with the general thrust
of this report and provided suggestions for im-
proving it. These were considered in the prep-
aration of the final report. On December 20,
1977, the Department of Energy provided specific
comments on those aspects of our report which
relate to the administration of the Emergency
Natural Gas Act. The Department of Energy
generally concurred with most of the recommen-
dations related to the administration of the
act. For those functions assigned to the
Secretary, the Department said it would take

the necessary action to see that they are ap-
propriately implemented. (See p. 30.)
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COMPANY COMMENTS

GAO provided extracts of our proposed report
to the 25 companies named in this report to
obtain their comments. Twenty-one companies
responded, 19 in writing and 2 orally. Three
companies stated that the material presented
was factually correct and had no comments,

All of the comments weore reviewed and, where
warranted, chances were made to report data
and statements. However, some companies ex-
pressed a difference of opinion concerning
interpretations of certain informatiou, The
full text of the company comments are avail-
able on request. (See p. 31i.,)
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CHAPTER 1

INTRODUCTION

Under the Naturai Gas Act of 1938 (NGA), as amended
{15 U.S.C. 717 et seg.), the Federal Power Commission (FPC) 1/
is responsible Tor regulating the interstate commerce of nat=
ural gas. The natural gas industry consists of three major
components~-natural gas producers, pipeline companies, and
lccal distribution companies. FPC regulates the price the
producers receive for natural gas and the price that pipeline
companies can charge for transporting it. Wholesale deliv-
eries of natural ¢as betveen i.iterstate pipelines and dis-
tributors or direct industrial customers also fall under FPC
jurisdiction.

FPC does not have authority to regulate natural gas in
intrastate commerce (totally within the bhoundaries of a
single State). When natural gas is resold instate to end
users by a local distribution company, it is uncur the juris~
diction of State public utility commissions, not FPC. This
has created a dual market situation in which the requlated
price of interstate natural gas has been below the price of
intrastate natural gas.

NATURAL GAS PRICES AND SUPPLIES

Duriny 1976 the interstate market had about 11.4 trillion
cubic feet (Tcf) of natural gas selling at prices which ranged
from 29.5 cents per thousand cubic feet (Mcf) to $1.42 per
Mcf. The :ntrastate market had approximately 9 Tcf of nat-
ural gas flowing during the same period. New and renegotiated
contracts in the intrastate market in 1976 averaged $1.62 per
Mcf and $1.69 per Mcf of natural gas, respectively.

The natural gas market supply and demand situation has
changed considerably over the past two decades. From 1955 to
1873 the amount of marketed natural gas rose from about 9.4
Tcf annually to over 22 Tcf, whereas gas utility customers
during the same period increased from about 28 million to
about 44 million. The early 1970s saw the beginning of a
leveling and subsequent gradual decline in natural gas
production, but the number of customers has slowly increased
each year., Later the increase in consumer demand combined
with the continuing decline in marketed production created

1/8ee p. 5 concerning the dissolution of FPC and the assump-
tion of its responsibilities by the Federal Energy Requla-
tory Commission and the Department of Energy.



an increasingly severe energy crunch situation, especially
during short-supply periods, such as recently experienced
during the 1976-77 winter.

PRIORITIES LND CURTAILMENTS

Oon March 2, 1973, FPC issued Order 467-B which set up
nine priorities of service for use during periods of cur-
tailed deliveries by interstate pipeline companies., The fol-
lowing categories of service established in the order are
listed numerically by descending priority.

1. Residential, small commercial (less than 50 Mcf on a
peak day). '

2. Large commercial requirements (50 Mcf or more on a
peak day); firm industrial requirements for plant
protection, feedstock, and process needs; and pipe-
line customer storage injection requirements,

3. All industrial requirements not specified in other
categories listed here.

4. Firm industrial requirements for boiler use at less
than 3,000 Mcf a day but more than 1,500 Mcf a day
where alternate fuel capabilities can meet such re-
quirements.

Note: For all categories, "firm requirements" is
defined as contracts under which the seller is ex-~
pressly obligated to deliver specific volumes within
a given time. 1In this category, no gervice interrup-
tions are anticipated; yet, interruptions are permit-
ted when supply to higher priority customers is
threatened.

"Alternate fuel capability" is defined as a situation
in which an alternate fuel could have been used
whethar or not the facilities for such use have actu-
ally been installed.

5. Firm industrial requirements for large-volume (3,030
Mcf or more a day) boiler fuel use where alternate
fuel capabilities can meet such requirements.

6. Interruptible regquirements of more than 300 Mcf a
day but less than 1,500 Mcf a day where alternate
fuel capabilities can meet such reguirements.

Note: For all categories, "interruptible require-
ments" is defined as contracts under which the
seller is not expressly obligated to deliver specific



volumes within a 3iven time and which anticipates and
permits iaterruption on short notice.

7. Interruotinle reguirements of intermediate volumes
{Etom 1,500 Mcf a day through 3 000 Mcf a day) where
altecrnate fuel capabilities can meet such require-
ments.

8, Interruptible recuictements of more than 3,000 “cf a
day but less than 10,000 Mcf a day where alternate
fuel cepabilities can meet such requirements.

9. Interruptible requirements of more than 10,000 Mcf a
day where alternate fuel capabilities can meet such
requirements,

Categories 1 to 3 are generally referred to as high-pricrity
uses. Categories 4 to 9 are usvally low-priority uses.

FPC has modified this order with respect to the appiica-
tion of curtailment proarams on each pacrticular pipeline,
Certain pipelines have recently received orders from FPC
which eliminates the fivm and/or interruptible distinction
with respect to contracts held by end users. This eliminates
categories 6 through 9 as well as any references to the firm
and/or interruptible distinction in categories 2, 4, and 5,

A recent FPC report showed that natural gas curtailments
were projected to increase about 27 vercent, from an actual
curtailment of 3.0 Tcf from Sentember 1975 to Zuagust 1976 to
a prnjected curtailment of 3.8 Tcf for the same reriod 1 vear
later. This same reoort also estimated that, for the 1976-77
heating season (November through March), curtailments would
increase about 20.8 percent, from an actual curtailment of
1.27 Tcf for the 197.-76 heating season to an estimated
1.53 Tcf for the 1976-77 heating season.

FPC issued emergency purchase regulations under NGA
authority to cope with emergencies caused by shortages and
curtailments. Under these requlations FPC allows purchases
of natural gas from the intrastate market into the inter-
state market at prices hiaher than the interstate prices.
During the past heating season, about 94.3 billion cubic feet
(Bcf) of natural jas were purchased under FPC's emergency
purchase provisions.

To combat the natural gas shortages during the unusually
severe 1976-77 winter, the Emergency Natural Gas Act of 1977
(ENGA) (Public Law 95-2) was enacted to provide the President
with authority to take additional measures to assure adecquate
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natural ¢as supplies for high-priority uses. The President
delegated this authority to the FPC Chairman, who was ap-
pointed Administrator for ENGA on February 2, 1977. These
measures included:

1. Removing certain restrictions preventing intrastate
companies from selling or transporting natural gas
for interstate commerce.

2. Providing for mandatory allocations of natural gas
between pipeline companies to protect high-priority
users,

3. Permitting fair and equitable prices to be set for
the natural gas purchased under the act.

This act added an estimated 39.5 million Mcf of natural gas
to the interstate market this past winter and an estimated
total of 147.2 million Mcf through July 31, 1977. We noted
that about 104.8 Mcf of natural gas is needed to heat an
average home for 1 year.

NATIONAL CONSERVATION POLICY

A nationel policy promoting conservation of g~arce nat-
ural gas and ensouraging high-volume industrial and utility
users to shift to abundant coal and other energy forms is
embodied in the Energy Supply and Environmental Coordination
Act of 1974 (Public Law 93-319, June 22, 1974), as amended.
Tn administering this act, the Federal Energy Administration
may prohibit the use of natural gas and require the substi-
tution of coal as the primary energy source in existing power-
plants or other major fuel-burning installations. The Fed-
eral Energy Administration also may require that new power-
plants or other major fuel-burning installations be desigrea
and constructed with the capability of using coal as the pri-
mary energy source. The Federal Energy Administration has
established a program to carry out these responsibilities.

The National Energy Plan issued by the President on
April 29, 1977, continued emphasizing the need for industrial
conversion from natural gas to coal and other energy sources,
The plan states that, although oil and natural gas account
for less than 8 percent of U.S. energy reserves, 75 percent
of U.S. energy needs are met by these resources, It recom-
mends correcting this imbalance by "* * * ghifting industrial
and utility consumption from oil and gas to coal and other
abundant eneryy sources,"



This report discusses the use of these emergency
provisions by the natural gas industry and the administra-
tion of these provisions by Federal o*.icials. - It also
addresstes the impact that such provisions have on supplies
of natural gas and on the prices paid by consumers.

Wwe arv also reviewing other aspects of natural gas, in-
cluding data colluction, contingency planning, and options
available f)r the future use of natural gas.

It shuuld be noted that the recently established Depart-
menc of Fuergy (DOE) brings all energy programs and respon-
sibili*y under one executive agency. Most programs under NGA
Wii. pe continued vnder the Federal Energy Regulatory Com-
mission {FERC), replacing FPC. Therefcre the recommendations
in this report are being made to FERC an® to the Secretary of
Energy.

The Economic Reqgulatory Administration (ERA) of DOE
wiil adr inister many of DOE's regulatory programs other than
those or FERC. Programs for natural gas curtailment and
emergency allocation are included in ERA's administrative
responsibilities. ERA will also organize and manage an in-
tervention program on behalf of the Secretary of Energy be-
fore FERC and other Federal and State regulatory agencies in
support of DOE policy objectives.

SCOPE OF REVIEW

We reviewed the emergency purchase requlations issued
pursuant to NGA, the provisions of ENGA, and the orders
issued by tine ENGA Administrator. We examined all emergency
purchases made under NGA for a 2-year period ended April 30,
1977, and all emergency purchases made under ENGA. We inter-
viewed FPC officials responsible for administering NGA and
ENGA.

We obtained information from over 40 companies with
respect to their involvement in and use of these emergency
purchase provisions because they were serving some of the
States most severely affected by natural gas shortages doring
the harsh 1976-77 winter. The companies produce, transport,
or distribute natural gas in interstate and intrastate com-
merce in Alabama, Georgia, North Carolina, South Carolina,
Pennsylvania, Texas, Ohio, and West Virginia.



CHAPTER 2
EMERGENCY PURCHASE_REGULATIONS

ISSUED BY FPC UNDER NGA

Emergency purchases of natural gas have been usged by
interstate pipeline companies to maintain or increase sales
to existing industrial customers and to displace alternate
fueli consumption, contrary to national conservation policy.
Also some intrastate pipeline companies have become a con-
tinuous source of natural gas for the interstate market.
Thus they enjoy the best of both markets.

--They are not subject to price and other regulation by
FPC and now by FERC while dealing in the interstate
market.

-~They enjoy the highest prices set by the forces of
supply and demand in the intrastate market.

The cost of higher priced emergency gas used to serve
low-priority users is shared throughout the pipelines' sys-
tems inequitably because high-priority users must bear part
of these costs. These inequities are caused by (1) the
existence of the dual market, (2) the limited requlation of
low-priority uge of this premium fuel, and (3) the liberal
emergency purchase proevisions linking the two markets.

At a March 30, 1977, meeting, FPC requested the Bureau
of Natural Gas (BNG) staff to prepare a draft statement of
policy on emergency purchase provision.. On April 15, 1977,
BNG submitted its policy statement to FPC recommending amend-
ing these provisions to reduce the low-priority use of emer-
gency natural gas. To date, however, FPC and FERC have not
taken action on these recommendations. We believe these
recommendations have considerable merit and should be seri-
ously considered by FERC.

EMERGENCY PURCHASE_REGULATIONS

The following regulations issued by FPC under NGA are
intended to protect the public interest and safety during
temporary natural gas emergencies or shortages.

Self~-help measures

Natural gas pipeline and distribution companies under
FPC's jurisdiction are allowed to purchase additional nat-
ural gas 3upplies from the intrastate market without FPC's
express authorization. These purchases are limited to 60
days.
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if the emergency is expected to last longer thgn 60
consecutive days, the seller or transporter is reqp;red.to
notify FPC that an extension of the emergency purchase is
needed,

Extraordinary relief

For reasons other than damage to health and property
situations--for instance an industrial customer facing cur-
tailnent of natural gas deliveries needs relief to avoid sus-
pending operations--the end users may petition FPC for "ex-
traordinary" relief. An end user may be applying for such
relief because he needs the natural gas for feedstock pur-
poses or because he lacks an alternate fuel cavability.
Generally extraordinary relief is granted by FPC for a suf-
ficient period to allow the end user to develop an alternate

fuel capability.

Emergency relief for life and property

To prevent irreparable damage to life or property during
pPeriods when gas supplies are curtailed, a pipeline company
may, without prior FPC permission. respond immediately to meet
the emergency situation by reallocating gas from other of its
customers and by providing it to those needing gas only until
the immediate emergency is over. This relief measure is de-
signed to provide assistance during emergency situations,
such as preventing possible equipment failures and protecting
health, property, or agricultural products.

Exemption of temporary acts and
operation_and_exemption of
emergency sales or transportation

Natural gas pipeline companies under FPC's jurisdiction
are allowed to construct and operate interconnection facili-
ties, witbout prior FPC approval, where interruption or seri-

usual and unexpected demand on the facilities or the supply
of natural gas. Natural gas emergency salec can be made by
producers to pipeline companies without first obtaining a
certificate from FPC to transport the natural gas.

EMERGENCY PURCHASES USED AS A CUISE

—

FOR PRICE DEREGULATION

The prices paid for eémergency purchases have been allowed
to rise so that, in effect, there has been Price deregulation
of this facet of the interstate market. Some intrastate sei-
lers have used the emergency purchase provisions to deal



extensively in the interstate market without Federal
regulation and have commanded higher prices for their product
than would normally be allowed. This practice is inequitable
because these higher prices resulting fiom emergency purchases
are shared by higher priority customers that may not benefit
from the purchases.

Emergency purchase prices are influenced
by intrastate natural gas prices

FPC Opinion 699-B issued September 9, 1974, states that
an interstate pipeline company may pay a rate for emergency
purchases "which a reasonably prudent pipeline purchaser
would pay for gas under the same or similar circumstances."
This determination is made when the purchaser files for a
rate increase with FPC based on the increased cost of purchas~
ing the emergency natural gas.

The national rate is the rate paid by interstate pipe-
line companies for natural gas sold in interstate commerce
and has traditionally been used as the standard for determin-
ing the proper price for an emergency purchase. If the emer-
gency purchase price is equal to or lower than the national
rate, it is allowed by FPC.

If the emergency purchase price is higher than the na-
tional rate, the buyer must justify the rate paid for the
emergency natural gas. To justify the higher rate, the buyer
must provide information concerning:

l. The pipeline's need for natural aas.
2. The availability of other natural gas supplies.
3. The amount of natural gas dedicated to the purchase.

4. The comparison of the price with appropriate intra-
state market prices in the same or nearby areas.

5. The relationship between the purchaser and the seller.

When the purchaser justifies a rate for the emergency
purchase which exceeds the national rate, FPC allows the pur-
chaser to pass the full cost of the emergency purchase on to
its customers.

The interstate pipeline companies apparently are well
aware that, for emergency purchases, FPC approves prices
wnich are higher than the national rate, because most emer-
gency purchases have exceeded the national rate. The emer-
gency purchase rate we found which exceeded the national



rate by the greatest amount was made in December 1975 for
$2.28 per Mcf and exceeded the national rate by $1.77 per
Mcf.

High-priority customers pay in
part for emergency natural gas
going to low-priority usesrs

When FPC approves the price, interstate pijelines are
permitted to pass on the additional costs of high-priced
emergency purchases to all their customers. Distribution
companies can also pass on such increases to all their cus-
tomers. Therefore higher priced emergency natural gas used
to serve low-priority users is paid for, in part, by high-
priority customers that may receive no benefit from the
energency purchase. 1In addition, most high-priority custom-
ers already pay higher rates for natural gas than low-
priority customers that usually receive a discount for pur-
chasing larger vwolumes of natural gas or that purchase on an
interruptible Lasis.

Intrastate pipelines ca. make
continuous sales of ratusal gas
nn the interstate market

Intrastate pipeline companies have taken advantage of
FPC's lack of restraint Ly selling emergency natural gas
almost continuously for long periods to interstate pipelines
or distribution companies at unregulated prices. Memoranda
from the FPC staff to FPC shnw that consecutive €0-day sales
of natural gas by intrastate pipelines on the interstate mar-
k-t have become an accepted practice. FPC appears to have
«fficially recognized the practice of allowing consecutive
sales by a January 14, 1977, order which allows an intra-
state pipeline company to sell natural gas continuously on
the interstate market for 60 days as long as either the pur-
chaser or the source of the natural gas is changed every 60
days.

FPC allows interstate pipline companies to pay rates
which approach or equal the highest intrastate rate for emer-
gency purchases; therefore, intrastate pipeline companies
are able to sell supplies of natural gas at these higher
prices on the interstate market for an indefinite time.

Our review show that two intrastate pipeline compa-
nies, the Oklahoma Na.ural Gas Company (Oklahoma) and the
Delhi Gas Pipeline Corporation (Delhi) had been continuously
selling natural gas on the interstate market at prices that
exceeded the national rate. Between September 1974 and May
1977, Oklahoma made 45 sales totaling about 147 Bef of



natural gas to interstate pipeline and distribution companies
at prices that ranged from $0.23 to $1.02 per Mcf above the
national rate in effect at the time of the sale. During the
same perind, Delhi made 38 sales to interstate pipeline and
distribution companies which totaled about 65 Bcf of natural
gas at prices that ranged from $0.73 to $1.46 above the
national rate in effect at the time of the sale.

Forty-three of the eémergency sales by Oklahoma and
Delhi were made to interstate Pipeline companies that re-
ported their curtailment status to FPC, and 23 of these sales
were made to interstate pipeline companies that were serving
low-priority boiler fuel users at the time of the sale.

EMERGENCY PURCHASE PROVISIONS

—— . - —— -

ARE_LIBERALLY REGULATED AND APPLIED

FPC's emergency purchase requlations are written and
interpreted so that any interstate pipeline or distribution
company can buy natural gas under emergency provisions as
long as it is curtailing or threatened with curtailment of
any customers, including low-priority users.

and revenues of interstate pipeline companies, we believe
FPC's liberal regulation of the emergency provisions in-
creases the incentive to interstate pipeline companies to
make emergency natural gas purchases.

We asked nine interstate pipeline companies what uses
could be served while making emergency natural gas purchases.
Five companies generallyed stated that the purpose of emergency
purchases was to enable companies to provide continuous serv-
ice to high-priority needs. Two companies stated that they
were not concerned as much with serving a certain priority
level as they were in protecting the entire system. These
companies use emergency purchases to augment system supply
in trying to maintain a particular level of service, includ-
ing service to low-priority customers. Another company said
that the fact that it could not supply its full contract
quantities enabled it to purchase emergency natural gas.

The remaining company said that it purchased emergency na-
tural gas if its daily supply flow and sturage withdrawals
were not adequate to meet priority 1 and 2 requirements,
This company believed, however, that, before the enactment
of ENGA, there was no limit to the priorities that could be
served with emergency supplies.

Information submitted to FpC by interstate pipeline
companies indicates that, during the summers of 1975 and
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1976 (April 1 to October 31), 12 interstate pipeline companies
made 135 emergency purchases, totaling over 54 Bcf of natural
gas, while they were serving or shortly before they began
serving low-priority boiler fuel end users wi“h alternate
fuel capability. For example, 1 pipeline company made 18
emergency purchases totaling about 13.3 Bcf of natural gas
while serving electric utility and interruptible customers.
Appendix I identifies the pipeline companies that were serv-
ing low-priority customers, the volumes of natural gas pur-
chased, and the types of customers served while these emer-
gency purchases were made during these summer periods.

In addition, during the past winter, when some inter-
state pipelines had to curtail high-priority users, 7 in-
terstate pipeline companies made 64 emergency purchases
totaling almost 17 Bcf of natural gas while they were serv-
ing or shortly before they began serving boiler fuel end
users witn alternate fuel capability.

One pipeline company nzde 15 emergency purchases total-
ing about 1.9 Bcf of natural gas while serving low-priority
boiler fuel users. Appendix II identifies the pipeline com-
panies that were servinjy low-priocity customers, the pur-
chase price and volumes of the hatural gas, and the lowest
priority served while these emergency purchases were made
during the 1976-77 winter. .

"Take~-or-pay" provisions in emezgency purchase contracts
can also lead to low-priority use of emergency natural gas.
Take-or-pay provisions requ.re the buyer to pay for all the
contracted volumes of natural gas, even though the buyer may
no longer need or cake all the volumes. One pipeline com-
pPany made an emergency purchase this past winter under a
contract containing a take-or-pay provision. Company offi-~
cials said that, even though the weather warmed up and the
company's supplier resumed normal service, the company was
unable to terminate deliveries of natural gas under its
emergency purchase contract. As a result, the company put
some of the emergency gas into storage and also began serv-
ing customers in categories as low as priority 7.
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CHAPTER 3
ADMINISTRATION AND USE OF ENGA

The primary purnose of ENGA was to assure adequate na-
tura. gas suppli. .or high-priority uses. We found, however,
that ENGA provisions, like FPC emergency provisions, were
used to serve low-priority uses.

During the 1976-77 heating season and on into the 1977
summer months, natural gas obtained u:3ing ENGA emergency pur-
chase provisions was used to serve low-priority uses. The
Administrator did not assure that the natural gas purchased
under ENGA served only high-priority uses; in fact, he even
approved some contracts when he knew low-priority customers
were being served by the purchaser.

In addition, the Administrator assumed no responsibility
for regulating transportaticn charges for the emergency gas,
thereby allowing transportation charges which may be in 2x-
cess of the additional costs incurred by the pipeline com-
panies. We did not make an extensive analysis of these
transportation costs because the time required would have
prevented issuing this report in time for our recommenda-
tions to be considered for use¢ during the coming winter.

Despite the deficiencies we found to exist in ENGA
administration, we found the following positive accomplish-
ments. Shortly after ENGA was passed on February 2, 1977,
large quantities of gas began moving from the West to the
gas shortage areas in the East. These emergency sales were
rapidly arranged by industry officials and approved by the
Administrator, chereby alleviating the threat to life, health,
and property.

The Administrator accomplished this by using the cooper-
ative efforts of industry and by reassigning regular FPC per-
sonnel. This required extraordinary effort by these people.

ENGA LEGISLATIVE GOALS

The purpose of ENGA, as stated in the act, is:

"To authorize the President of the United States
to order emergency deliveries and transportation
of natural gas to deal with existing or imminent
shortages by providing assistance in meeting
requirements for high priority uses; to provide
authority for short-term emergency purchases of
natural gas; and for other purposes." (Under-
scoring supplied.)
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ENG? PROVISIONS

ENGA's most important provisions are described below.

Section 3 gives the President the authority to declare
a natural qas emergency if he finds that the natural gas
supply for high-priority use in the United States or anv’
region thereof is endanyered. The declaration of a natural
gas emergency permits the President to invoke the alloca-
tion provisions of section 4 of the act. The act also gives
him the power to declare the emergency ended. The emergency
veriod so declared by the President took place between reb-
ruary 2 and April 1, 1977.

Section 13 allows the President to delegate the author-
ity of administering ENGA. On February 2, 1977, he desig-
nated the Chairman of FPC as the Administrator of ENGA.

Section 6 authorized emergency sales from the irntra-
State market to the interstate market at fair and equitable
PLices through Jnly 31, 1977. It stated that FPC conld not
exercise its a.chority under NGA to disallow amounts paid
for natural gas purchased under ENGA by interstate pipeline
companies. It stated also that the fact that a pipeline
company was in compliance with the ENGA provisions would
not subject the pipeline company to regulation uvnder NGA.
The Administrator stated that exemnting intrastate pipe-
lines from subsequent regulation by FPC was perhaps the
most important factor in allowing natural gas to move cuickly
and efficiently to areas where it was most needed.

Section 9 complemented section 6. It declared those
clauses in natural gas contracts which prohibited the com-
mingling or inte:state and intrastate natural gas against
Public policy and unenforceable if the natural gas under the
contracts was purchased pursuant to certain sections of ENGA.

Section 11 provides penalties for violations of orders
issued under section 4 or 6(c) of ENGA. Where willful vio-
lations occur, fines of not moze than $50,000 a day can be
levied for each separate violation. For other violations
of orders issued under section 4 or 6(c), civil fines of
not more than $25,000 a day for each violation can be levied.

Section 12 required weekly reporting of prices and
volumes of natural gas delivered, transported, or contracted
for under ENGL. It also required that the President report
his actions taken under ENGA to the Congress not late. than
October 1, 1977. The President's :eport 1as not bern issued
tc date.
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Section 4 allowed, until April 30, 1977, the Administra-
tor of ENGA to reallocate natural gas among interstate pipe-
line systems to assure that public health and safety were
maintained. This provision was not exercised.

Section 7 complemented the allocation provisions of
section 4 by specifying the determination and disposition of
compensation that an interstate Pipeline would have received
had the allocation authority been exercised. It also speci-
fies how the cost of the gas purchased under sections 4 and
6 will be passed on to distribution companies.

ORDERS OF ENGA ADMINISTRATOR

The Administrator of ENGA issued several program orders
to carry out ENGA. The most important of these orders are
described below.

Order 2 defined "fair and equitable" prices, thus
prescribing the price of natural gas sales under section
6(a) of the act. Emergency natural gas purchases could be
made without prior notification to or authorization from
the Administrator where

=~the price for such sales was equal to or less than
$2.25 per million British thermal units (MMBtu's) -~
roughly equivalent to one Mcf of natural gas;

~-the seller of the natural gas would be required to
use alternate fuel to replace the natural gas sold,

if the price of the natural gas was equal to or less
than the cost of the alternate fuel plus 7 percent; or

--a distribution company or intrastate pPipeline company
made an emergency sale of natural gas and charged its
overall replacement cost plus applicable transporta-
tion and storage costs, if any.

Prices in excess of these levels were permitted only upon
the Administrator's authorization.

Order 4 implemented the provisions of section 12 by
requiring the purchaser or recipient of the natural gas to
report on prices, volumes, and other information on the
emergency purchases.

Order 6 stated that, although the mandatory alloca-
tion provisions of section 4 of ENGA were applicable, the
term "emergency supplies" as used in section 6 meant the
supplies of natural gas necessary to enable the purchaser
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only to serve high-priority uses of natural gas. Therefore,
according to Order 6, no company directly or indirectly serv-
ing end uses in FPC categories 4 through 9 (low-priority uses)
would be eligible to purchase natural gas under section 6.

Order 6-A stated that the purchaser was responsible .or
determining whether it was qualified to make a purchase under
Order 6. If it was later demonstrated that the purchaser
was not qualified to purchase gas under Order 6, Order 6-A
prcvided that the purchaser could be liable for civil and/or
criminal penalties under section 11.

Order 7 prescribes :hat the cost of natural gas pur-
chased by intersta*s pipeline companies under ENGA be al-
located in the following manner:

l. If natural gas was purchased for specific customers,
those customers are regquired to pay for the natural
gas in proportion to the natural gas they received.

2. If natural gas was purchased for general system
supply, the increased cost of the natural gas is
passed on to all customers.

LOW-PRIORITY USEE SERVED WITH ENGA PURCHASES

Natural gas obtained undesr ENGA was used to serve low-
pPriority uses because measures were not taken by the Admin-
istrator or the pipeline companies to assure that only high-
priority uses were served. In some cases pipeline companies
requested and received authority to make emergency purchases
under ENGA even though they reported that they were concur-
rently serving low-priority uses. We believe these practices
were counter to the national conservation policy and to Order
6. We found no instances in which pipeline companies at-
tempted to conceal the fact that they were serving low-
priority users with natural gas purchased under ENGA.

We also believe these practices were inequitable because
low-priority users that may otherwise be curtailed are not
required to bear the full cost of the higher priced emer-
gency natural gas that they receive. Some high-priority
customers that may not have been affected by curtailment re-
ceived no benefit from the emergency purchase under ENGA;
however, these customers must bear part of the higher cost
of the natural gas obtained under ENGA and thereby subsidize
low-priority users.
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The Adminstrator delaved prohibiting
emergency purchagse_contracts while
concurrently serving low-priority uses

After his appointment, the Administrator quickly began
to issue program orders, some as program guidelines and some
to authorize specific purchases, to provide natural gas to
pipeline companies and municipalities. However, he did not
require that natural gas pipeline and distribution compan-
ies must be serving only high=-priority uses when enterina
into emergency natural gas purchase contracts under ENGA
until 20 days after his appointment when he issued Order 6
on February 22, 1977. The following examples and those in-
cluded in appendix III of this report show how this delay
allowed three pipeline companies to purchase in excess of
7 million Mcf of natural gas under ENGA while serving low-
priority uses.

The Colorado Interstate Gas Company (CIG) reported to
the Administrator on February 15, 1977, that 2 days earlier
it began to receive natural gas under an ENGA emergency pur-
chase contract. CIG later reported to FPC that, during the
week of February 14, 1977, it began serving low-priority
customers in category 6 of FPC guidelines. CIG has esti-
mated that about 4,000 Mcf of natural gas a day, or a total
of about 672,000 Mcf of natural gas, was purchased under the
contract while low-priority customers were being served.

The E1 Paso Natural Gas Company began a series of 21 emer-
gei cy natural gas purchases under ENGA on February 17, 1977,
evern though it had begun to serve low-priority customers in
FPC's categories 4 and 5 on February 13, 1977. fThe company
reported to the Administrator that the naturail gas from
these purchases began (o flow on February 19, 1977. The
company estimated that, while it was serving low-priority
customers, it purchased over 5.3 million Mcf of natural gas
under these contracts.

ENGA transactions were a roved
Irrespective of Iow-priorgty

service by the purchaser

Our review included an assessment of ENGA 'sales author-
ized by the Administrator to determine whether the emergency
sales complied with the criteria the Administrator established
in Order 6. We found emergency purchases using ENGA provi-
sions vhich failed to meet the Administrator's c-iteria.

On February 25, 1977, CIG filed an application pursuant
to section 6 of ENGA for authorization to purchase about

16



3,000 Mcf of natural gas a day. CIG requested that this
natural gas be determined to have been contracted for on
February 17, 1977, and therefore not precluded by Order 6
(Feb., 22, 1977), or, in the alternative, that the provi-
sions of Order 6 be waived to permit the proposed purchase.

In a statement filed to the Administrator, CIG stated
that it entered into & firm oral contract for the purchase
of the natural gas on February 17, 1977. The agreement pro-
vided that CIG purchase the natural gas at a price of $2.25
per MMBtu through July 31, 1977, and thereafter CIG would
purchase the remaining volumes at the applicable national
rate for new natural gas. CIG stated that the seller had
an outstanding offer from an intrastate putchaser to buy the
natural gas at 25 cents per Mcf above the applicable national
rate established by FPC. CIG was serving uses in FPC priori-
ties 4 through 9 at the time the contract was executed. Be-
fore February 22, 1977, CIG spent about $20,700 to connect
this natural gas supply to its pipeline system. CIG advised
the Administrator that the parties were unwilling to start
deliveries without prior authorization from the Administra-
tor.

The Administrator stated that, before February 22, 1977,
CIG and the seller had entered into a firm oral contract for
the purchase of the natural. gas and that CG had installed
the facilities necessary to receive the natural gas into its
pipeline system. According to the Administrator, these cir-
cumstances indicated that CIG had contracted for the purchase
of the natural gas before February 22, 1977; therefore, Order
6 did not preclude the purchase of this gas by CIG. Even
though he was aware that CIG was serving low-priority users,
the Administrator approved this transaction on February 28,
1977.

This ENGA purchase established a precedent which was
used as a basis for approving other emergency purchases
where low-priority uses were being served. This precedent,
herein referred to as the Colorado Interstate criteria, con-
tained the following requirements. ’

--Before February 22, 1977, the purchaser and the seller
must have had a firm contract for the purchase of the
natural gas.

-~Funds must be spent by either the seller or the pur-

chaser before February 22, 1977, to facilitate the
delivery of the natural gas,
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--After the ENGA purchase has terminated, there must
be a long-term commitment of the natural gas to the
interstate market.

On February 28, 1977, the Administrator was advised
against this practice by his staff. The staff noted that
emergency purchase requests involving claims of oral con-
tracts were practically impossible to validate on any rea-
sonable basis. According to the staff, it is not a ques-
tion of the veracity of CIG or the producers but, rather, a
problem of setting an impossible standard by which all par-
ties, including other pipelines and producers, can be
treated.

The following table summarizes the emergency natural
gas purchases made under ENGA which the Administrator au-
thorized using the Colorado Interstate criteria. All pur-
chasers were serving low-priority uses at the time the pur-
chase was authorized by the Administrator.

Number
of Estimated
Purchaser purchases volume
{Mcf)
CIG . 1 92,400
Columbia Gas Transmission
Corporation 1 176,000
Natural Gas Pipeline Company
of America 9 10,464,000
Northern Natural
Gas Company 5 756,730
Tennessee Gas Pipeline
Company 1 28,075
Transwestern Pipeline Company 3 2,006,800
United Gas Pipeline Company _4 4,222,000
Total 24 17,746,005
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Thie following examples of these emergency purchases chow
the conflicting positions of the Administrator and his staff.
They also show that the Colorado Interstate criteria was not
consistently applied by the Administrator.

The Columbia Gas Transmission Corporation requested
authorization on April 13, 1977, to purchase emergency na-
tural gas under ENGA frcm eight natural gas producers in
New Mexico, Oklahoma, and Texas. The corporation said it
did not qualify to purchase natural gas under Order 6; yet,
it requested approval on the basis of its firm oral agree-
ments that had been made with the sellers before Columbia's
commencement of service to boiler fuel users and upon which
some of the sellers had spent funds in reliance on the cor-
poration's offers to purchase the natural gas.

The Administrator authorized two sales, even though
hig staff had advised him that the corporation's request
was inconsistent with the Colorado Interstate criteria. The
staff noted that the corporation did not qgualify to make
emergency purchases after it began indirect natural gas de-
liveries to low-priority users. The staff recommended that
the corporation's request be denied, except for the emergency
purchase which resulted from the oral agreement made before
February 22, 1977.

The North Central 0il Corporation, Transwestern Pipe-
line Company, and CIG filed an application on April 5, 1977,
for authorization to permit Transwestern to commence an
emergency natural gas purchase under ENGA from North Central
through July 3%, 1977. 1Included in the agreement was a pro-
vision that, subsequent to the emergency purchase under ENGA,
CIG would purchase the remaining reserves from North Central
at FPC's applicable area or national rate. The filing also
noted that, if the ENGA sale was allowed, North Central and
CIG would compromise and settle pending litigation regarding
certain natural gas reserves.

On or about March 14, 1977, North Central and CIG ex-
ecuted formal documents providing for the long-term commit-
ment of North Central's natural gas, subject to North Cen-
tral's right .o make an emergency sale under ENGA. Trans-
western then agreed to purchase available natural gas sup-
plies from North Central.

Transwestern stated that, at the time of execution of
the contract on March 15, 1977, with North Central and at
all times before such execution, it reasonably believed that
it was qualified to make an emergency natural gas purchase
under Order 6. On March 17, 1977, Transwestern learned
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that it was not eligible to purchase natural gas under this
order because it was indirectly servinag low-priority uses.

In a memo of April 6, 1977, the Administrator's staff
advised him that most of Transwestern's sales were made to
two customers, and both customers had been serving low-
priority users since early in March. According to the memo,
Transwestern could have found out that it was indirectly
serving low-priority customers by simply making two tele-
phone calls. The memo recommended that the Administrator
consider not authorizing this purchase.

Since the emergency purchase request satisfied the
Colorado Interstate criteria, the Administrator allowed this
purchase on April 12, 1977.

The Inexco 0il Company, a small independent intrastate
natural gas producer, entered into negotiations with CIG on
March 1, 1977, for the long-term sale in the interstate
market of Inexco's natural gas from completed wells and
from wells in the process of being completed. As a condi-
tion to Inexco's agreement to make a long-term sale to the
interstate market, Inexco reqguired that it be permitted to
first sell the natural gas under ENGA provisions at the per-
missible price of $2.25 per MMBtu's. Inexco also aqreed that,
upon the execution of the emergency contract under ENGA and
the subsequent long-term sale, it would compromise and
settle a pending lawsuit with CIG relating to natural gas
in the area from where the emergency natural gas was to be
withdrawn. After these agreements were reached, Inexco and
CIG attempted to locate a buyer capable of acquiring the
natural gas under ENG2X.

Under a March 11, 1977, agreement, Transwestern pur-
chased natural gas under ENGA provisions from Inexco, and
the natural gas deliveries commenced on or about March 16,
1977. Transwestern ceased taking deliveries on March 18,
1977, because, shortly after the deliveries commenced,
Transwestern learned that some of its customers were serv-
ing low-priority uses.

Inexco applied to the Administrator on March 25, 1977,
for authorization to continue the sale because of its pre-
vious agreement to make long-term dedication of natural gas
to the interstate market. The Administrator determined
that, even though Transwestern was serving low-priority
customers, it could continue making the natural gas pur-
chase from Inexco under ENGA.
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The'Administrator stated that:

"Transwestern reasonably relied upon information
contemporaneously available to it when it executed
the subject contract. Furthermore, CIG will gain
an additional long-term supply of gas if this sale
is approved which it might not otherwise obtain."

The Administrato: also noted that:

"Order No. 6 prescribed a rule of reasonable-
ness not an aksolute rule. The circumstances

at the time of the execution of the contract

are to be loocked at to determine if a pipeline's
execution of that contract is reasonable in
light of the information then practicably avail-
able to it."

The Administrator stated that:

"Certain transactions have been authorized where
no written contract had been executed but sub-
stantial detrimental reliance on the pipeline's
eligibility to purchase gas under Order No. 6,
has been demonstrated prior to the time the
pipeline determined that it was not eligible

to make a purchase under Order No. 6."

In approving the emergency purchase under ENGA, the Admin-
istrator stated that:

"Transwestern has satisfied these criteria and
is hereby authorized to continue to purchase
this gas from Inexco notwithstanding Order

No. 6."

On April 14, 1977, Inexco filed an application to the
Administrator requesting a supplemental order that Trans-
western be authorized to purchase the volumes of natural
gas which were not delivered between March 16, 1977, when
Transwestern terminated deliveries and March 28, 1977, when
Transwestern was authorized to continue the purchase. The
Administrator granted the supplemental order on April 15,
1977, even though he was advised by his staff the same day
that no emergency existed on Transwestern's system at that
time or between the dates of March 16 and March 28, 1977.

The Tennessee Gas bipeline Company filed a reguest on

March 25, 1977, to make several emergency purchases of na-
tural gas on the basis of oral agreements it had entered
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into with the sellers on or before March 3, 1977. 1In his
March 30, 1977, decision allowing one of the emergency pur-
chases, the Administrator noted that the company was serving
low-priority uses. According to the company's filing, it
first learned that certain of its customers were serving low-~
priority uses on March 3, 1977, yet thLe Administrator ap-
proved the one sale because it "% * *satisfies the Colorado
Interstate criteria * * % _»

We noted, however, that one key requirement of the
Colorado Interstate criteria was missing--that as a result
of this ENGA transaction, a long-term dedication of the re-
maining reserves would be available to the interstate na-

tural gas market.

TRANSPORTATION CHARGES AND PURCHASERS'

et —

ELIGIBILITY NOT REGULATED

the eligibility of those who made emergency purchases which
did not reguire his advan-e authorization.

We did not analyze the reasonableness of the trans-
portation charges or check the purchasers' eligibility,
since it would have prevented our issuing this report in
time for our recommendations to be considered for imple-
mentation during the coming winter.

However, considering the manner in which these emer-~-
gency provisions have been used ang regulated and the infor-
mation presented below, we believe that abuses may have oc-
curred in the areas of transportation charges and erergency
purchases which did not require the Administrator's authori-
zation.

Transportation charges

On February 3, 1977, the Administrator issued Order 2
which established price guidelines for emergency purchases
of natural gas made under ENGA. The Administrator did not,
however, establish guidelines for related transportation
charges, including a fuel use component. Fuel usage refers
to the amount of energy cr fuel required to move the emer-
gency natural gas through the Pireline above the fuel re-
quired to move the volumes of natural gas that would normally
flow through the pipeline.
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According to ENGA officials, the Adninistrator's ad-
visory staff had differing opinions concerning the Adminis-
trator's authority to regulate the transportation chargen
for natural gas purchased under ENCA and the Administrator
determined that he had no authority to regulate these trans-
portation charges. The officials said that, if both parties
to the ENGA transactions agreed to the transportation charges
applicable to that transaction, there was nothing the Adminis-
trator could do regarding the equitableness of the transpor-
tation charge. He therefore took no action to establish
guideiines for transportation or fuel use charges.

We observed several in ‘tances in which the transpo: ta-
tion charges may have been in excess of the costs or fuel
required to transport the natural gas. The following ex-
amples illustrate possible excessive transportation charges.

The Eastern Shore Natural Gas Company filed a request
on February 24, 1977, for authorization under ENGA to pur-
chase about 1,700 Mcf of natural gas a day for 31 days. The
Natural Gas Pipeline Company of America was one of the pipe-
line companies transporting the natural gas for Eastern Shore.
Natural retained 15 percent of the volumes transported as
compensation for providing the services and "* * * to protect
the integrity of Natural's gas supply available tc serve its
own customers." Natural based its transportation charge,
in part, on its estimate that 9 percent of the volumes trans-
ported would be required for "* * * recovering the incre-
mental compressor fuel consumed in providing the transporta-
tion service * * * v

In response to our queétions concerning this transpor-
tation charge, Natural noted that because "* * * there is no
practical way to trace fuel usage for a particular source of
gas * * *" calculations were used to establish the incre-
mental or additional fuel reguired to transport the addi-
tional volumes of emergency natural gas. Using these calcu-
lations, Natural determined that the actual incremental fuel
used for this transaction was only 4.3 percent of the volumes
of this emercency purchase.

Natural also stated:

"The basic logic underlying this type of charge
was that, given the gas curtailment situation at
that time, it wruld be more beneficial both to
Natural and its custome.s to receive payment in
kind as opposed to monetary compensation."
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The Panhandle Eastern Pipeline Company was one of sey-
eral natural gas pipeline companies that acted as agent for
its customers in making emergency purchases under ENGA,

For those customers for whon the company acted as aagent, it
levied a uniform transportation charge of 20 cents for each
Mcf of natural gas; where the company did not act as agent,
it levied a transportation charge up to 23.25 cents per Mcf
of natural gas. The company also tetained, as fuel reim-
bursement, from 8 to 11 percent of the natural gas trans-
ported.

Concerning such transactions, the company stated that:

"The percentage of natural gas retained by Pan-
handle as fuel reimbursement for the various
transportation agreements * * * is based on the
incremental fuel required to transport these
volumes across the Panhandle system."

The company presented an incremental fuel recuirement
study which:

"* * * shows the incremental fuel recuired to
transport additional volumes across the Panhandle
system to be 11 percent. This study is based on
the increased horsepower reauired to move an addi-
tional 60,000 Mcf pcr day from Panhandle's first
mainline compressor station at Liberal, Kansas
through the Edgerton Station on the Indiana-0Ohio
border."

The company noted that, in order to avoid a8 reduction
in natural gas deliveries to its existing customers, it:

“* * * has utilized this incremental fuel reim-
bursement approach in all of its transportation
agreements, both emergency and long-term agree-
ments."

The company also told us that it retained from 8 to
11 percent of the natural gas transported; however, it could
not determine the actual amount of fuel used for each ENGA
transaction or the actual volumes of emeraency natural gas
transported each day through its system. The company said
that, if the fuel reimbursement was in excess of the addi-
tional fuel actually needed to transport the emergency na-
tural gas, the excess fuel "* * * -yould be available for
system supply for the benefit of 211 customers."
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The Pacific Gas and Electric Company (PG&E) agreed to
have natural gas to which it was entitled diverted to com-
panies in the East which were in need of additional supplies.
These transactions were in the nature of loans which were
subject to repayment in kind. A diversion charge of 35
cents per Mcf of natural gas, plus a carrying charge beqin-
ning on April 1, 1977, of 1.8 cents a month per Mcf of na-
tural gas on the outstanding balance of the natural qas
loaned, was levied by PG&E. According to PG&E, the diver-
sion charge included some costs for the use of PGSE'S under-
ground storage facilities because, in order to maintain serv-
ice to its customers, PG&E estimated that some natural gas
would have to be withdrawn from its underground storaae
facilities. '

PG&E said the diversion charge generated about $520,000
in revenue, whereas the out-of-pocket operating expenses re-
lated to the diversion of this natural gas amounted to about
$7,600, According to PG&E, "The balance in excess of such
identifiable costs is being passed through to natural gas
customers of PG&E * * *" and the rate reduction for PG&E
customers attributed to the ENGA transactions will be effec-
tive January 1, 1978.

Inadeguate monitoring of ENGA
urchases not re uirgn rior
authorlzat. f th g g 1

uthorization of the Adminlstrator

On March 8, 1977, the Administrator appointed the Com-
pliance Officer to review the reported actions taken by the
parties involved in the emergency transactions. 1In per-
forming this function, the Compliance Officer was required
to determine (1) that transaction reports compnlied with the
requirements of the Administrator's orders and (2) whe:her
the reported transactions, in his opinion, were consistent
with the ENGA orders. The Compliance Officer was not re-
sponsible, however, for taking enforcement actions against
companies violating ENGA provisions. Any violations found
by the Compliance Officer were to be reported to the Admin-
istrator for action. _

Order 2 provided that emergency natural gas purchases
did not require prior authorization by the Administrator if
the price was $2.25 per MMBtu's or less; however, Order 4
reauired that certain information concerning all emergency
purchases be reported to the Administrator.

The Compliance Officer stated that 167 emergency pur-

chases were made which did not require the Administrator's
Prior authorization. The Compliance Officer stated also that
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he checked the reports on such emergency purchasgses to insure
that all the required information was reported. 1If an incom-
plete report of a purchase was submitted, the Compliance
Officer attempted to obtain the missina information f-om

the company.

During the time Order 6 was in effect, however, no re-
view was made of the em‘raency nurchases which did not re-
quire the Administrator's prior authorization to determine
if the purchaser was serving only high-priority uses as
required by Order 6. The Compliance Officer said it was not
Nis responsibility to determine if these emergency purchasus
met the requirements of Order 6. No one on the Administra-
tor's staff checked the purchasers' eliqibility.

Tne Administrator did require sworn statements by pur-
chasers concerning their eliqibility under Order 6 for emer-
gency purchases that he specifically authorized. Such state-
ments were not reauired, however, for emergency nurchases
which did not recuire the Administrator's prior authorjiza-
tion. Since the Adminictrator allowed some emergency our-
chases which did not qualify under Order 6, some companies
that made emergency purchases which Aid not reauire 4is orior
authorization also may not aualify under Order 6. We there-
fore believe that these emergency purchases which did not
require the Administrator's prior authorization should be
reviewed by DOE to assure their compliance with Order 6.
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CHAPTER 4

CONCLUSIONS AND RECOMMENDATIONS

CONCLUSIONS

There was inadequate administration of cthe Emergency
Natural Gas Act of 1977 and the emergency purchase provi-
sions of FPC. Large quantities of natural gas were allowed
to be purchased cn an emergency basis by interstate pipeline
companies; yet, no meaninjful restrictions were applied to
the purchase of these volumes in terms of what const.tuted
an emergency or what priorities shouvld use emergency natural
gas.

The combination of the signifi ant differences in prices
between the interstate and intrastate markets and the manner
in which FPC regulated its emergency purchase provisions con-
tributed to the incentives and opportunitie: for some intra-
state pipeline companies to avoid FPC pric: snd other regula-
tions while dealing in the interstate marke .. Thus they
enjoyed the best of both markets~-high prices and little
regulation.

As a consequence, many interstate pipeline companies
were allowed to use these emergency purchases to increase or
maintain :1les to existing low-priority customers that had
alternate fuel capability. This resulted in actions which
were counterproductive to implementation of national con-
servation policies. The national policy fnr conservin
scarce natural gas by shifting high-volume industrial and
utility users to coal and other abundant energy sources has
been well established since 1974. FPC and the Administrator
of ENGA acted contrary to this policy by allowing natural c=s
obtained under emergency provisicns to serve low-priority
industrial and utility uses. We believe that, if these low-
priority users had been denied the use of natural gas ob-
tained through emergeacy provisions, it would have reduced
their overall consumption of natural gas and encouraged or
required them to use their capability to switch to coal or
alternate energy sources on a temporary or permarnent basis.

Some low-priocity customers may “ave not installed the
facilities needed to exercise their capability to use uiter~
nate fuels. We believe low-priority customers should have
a reasonable time to install such facilities bafore thny
are denied natural gas obtained under emergency provisions,
But care should be used in estallishing such a reasonablie
period to avoid further delays in installing the faci! ties.
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FPC emergency purchase provisions were not adequate to
protect high-priority consumers from supply shortages during
the severe 1976-77 winter; hence, ENGA was passed. Although
the main purpose of ENGA was achieved--the protection of
high-priority consumers--its administration left much to be
desired.

There was no regulation of transportation charges or
fuel usage charges under ENGA; however, these charges are
regulated by FPC for emergency purchases made under its
jurisdiction. The purchasers had little incentive to bargain
for fair charges under ENGA because of their ability to pass
the higher cost through to the consumer and still maintain
their profit margins,

The opportunity of sellers to obtain prices--$2,25 per
Mcf of natural gas--which were above the highest intrastate
rates and the opportunity of purchasers to obtain supplies to
meet demand contributed to ENGA's being administered and used
in the same manner as FPC emergency provisions. ENGA quickly
became a means to meet the demand for general system supply,
including low-priority uses. Low-priority users that may
othecswise be curtailed are not required to bear the full cost
of the higher priced emergency gas that they receive.

Some high-priority customers that may not be affected
by curtailment must bear part of the higher cost of emergency
purchases and thereby subsidize low-priority users. To elim-
inate this inequity in the future, low-priority users that
have not yet installed facilities for alternate fuels should
bear the full cost of any emergency natural gas they receive.
This requirement would also provide an incentive to low-
priority users to switch to other more abundant fuels.

The increasingly severe natural gas supply problems
experienced during recent years emphasize the need for (1)
taking immediate and strong measures to curb low-priority
uses of eimergency natural gas and (2) improving the adminis-
tration of emergency natural gas purchase programs. Emer-
gency legislative, such as ENGA, should not be necessary
every winter if FPC's emergency provisions are used as we
are recommending.

RECOMMENDATIONS TO THE FEDERAL ENERGY
REGULATORY COMMISSION

We recommend that the Federal Energy Regulatory Commis-
sion amend its regulations for emergency purchases of natural
gas:
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1. To define a natural gas emergency as a situation in
which a natural gas company's natural gas supply
for high-priority use is endangered.

2. To establish the policy that natural gas obtained
under emergency purchase provisions may be served
only to high-priority users and those low-priority
customers that have not installed facilities for
alternate fuel use. A date should be established
by FERC which will allow a reasonable time necessary
for low-priority customers to install such facili-
ties. Also these low-priority users should bear
the full cost of any emergency natural gas they
receive during that period.

3. To prohibit emergency purchases which require the
purchaser to take the natural gas or pay for the
volumes not taken even though service is resumed to
low-priority users.

4. To prohibit purchasers from receiving emergency
natural gas when they are serving low-priority users
that have facilities for alternate fuel use.

We recommend also that FERC establish a surveillance and
enforcement program to assure that emergency provisions are
used in compliance with the law and regulations,

RECOMMENDATIONS TO THE SECRETARY OF ENERGY

We recommend that the Secretary review the purchases
made under ENGA which did not require the Administrator's
prior authorization to determine which purchasers, if any,
were ineligible and apply any appropriate penalties required
under the act.

In addition, the Secretary should consider exercising
his authority to intervene with State public utility com-
missions to promote the amended FERC policies on emergency
purchases of natural gas. This would not be necessary it
the second recommendation to the Congress is followed.

RECOMMENDATIONS TO THE CONGRESS

We believe those provisions of ENGA which provided for
eme.gency allocation authority are appropriate and should
be embodied in NGA. Also the provisions of ENGA which
were most useful in facilitating emergency purchases simi-
larly should be embodied in NGA. In addition, the trans-
portation costs of emergency purchases should be regulated.
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We therefore recommend that the Congress amend the Na-
tional Gas Act to give the President permanent authority
to declare a natural gas emergency which would then permit
FERC to require mandatory allocation of natural gas between
both intrastate and interstate Pipeline companies once the
emergency is declared., This legislation should include
provisions which:

--Protect nonjurisdictional companies (those not regu-
lated under NGA) from breach of contract suits re-
sulting from having to commingle nonjurisdictional
supplies with jurisdictiona) supplies,

=-Guarantee that nonjurisdictional companies will not
come under NGA regulations as a resgult of actions
taken pursuant to emergency provisions.

--Establish guidelines for transportation charges
assessed by pipeline companies when these companies
transport natural gas under emergency provisions.
These guidelines should contain criteria by which
the propriety of these transportation charges will
be measured.

We also believe that FERC should have authority to
assure that (1) the full cost of emergency natural gas is
charged to the customers that receive it from distribution
companies regulated by State public utility commissions
and (2) such customers in low=-priority categories do not
receive such gas. This authority could eliminate the in-
equities discussed in this report and allow further imple-
mentation of national conservation policies.

We therefore recommend that the Congress amend NGA
to grant FERC the authority to regulate the ultimate end
price and end use of natural gas obtained under emergency
regulations issued pursuant to NGA, including that emergency
natural gas distributed by pPipelines or distribution companies
under State regqulation.

AGENCY COMMENTS

On October 20, 1977, we requested comments of the Secre-
tary of Energy on our proposed report. On November 1, 1977,
we received orel comments from DOE and FERC officials which
were considered in this report. On December 20, 1977, the
Department of Erergy provided specific comments on those
aspects of our raport which relate to the administration of
the Emergency Natural Gas Act. The Department of Energy
generally concurrad with most of the recommendations related
to the administration of the act. For those functions
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assignad to the Secretary, the Department said it would
take the necessary action to see that they are appropriately
implemented.

COMPANY COMMENTS

We provided extracts of our proposed report to the 25
companies named in this report to obtain their comments.
Twenty-one companies responded, 19 in writing and 2 orally.
Three companies stated that the material presented was
factually correct and had no comments,

All of the comments were reviewed and, where warranted,
changes were made to report data and statements. However,
some companies expressed a difference of opinion concerning
interpretations of certain information. The full text of the
company comments are available on request.

The E1 Paso Natural Gas Company said that, for some of
the days during the time it was making emergency purchases,
it partially or completely curtailed priority 4 and 5 custom-
ers. El Paso was, however, serving these low-priority custom-
ers during most of the time it was making emergancy purchases,
which we believe was not appropriate.

The Panhandle Eastern Pipeline Company questioned the
source and accuracy of our data and statments. After recheck-
ing the information provided by Panhandle and FPBC during our
review, however, we believe the data and the statements made
concerning Panhandle are accurate.

The Inexcc 0il Company said that the Administrator of ENGA
was using the best information available to all parties that
were attempting to alleviate a crisis and that to look back
now and state that there was some type of abuse appears un-
Just. We believe, however, that in this case the Administra- _
tor did not have the best information available to all parties.
As the Administrator's staff stated in its April 6, 1977, memo,
the Transwestern Pipeline Company (that purchased natural gas
under ENGA from Inexco) could have found out that it was in-
directly serving low-priority customers by simply making two
telephone calls. (See p. 20.) It should also be noted that
Transwestern had no comments on this matter, except to state
that as soon as it became aware that it was serving low-
priority uses, it discontinued the emergency purchase.

The Pacific Gas and Electric Company said that its
charge for diverting natural gas to eastern companies was
fair and reasonable to both the eastern companies and their
consumers and to PG&E's own customers. Our report does not

31



reach any conclusion regarding the reasonableness of PG&E's
charges. We simply have noted that there is a large dif-
ference between the revenues received from this charge and
the actual costs involved in the transact‘on and that this
and other storage or transportation chargc s for emergency
purchases should be more closely monitored.

The Northern Natural Gas Company said that its emergenc_’
purchases were a reasonable and prudent effort to protect
its high-priority customers. Northern said also that such
contracts were on a take-or-pay basis and were executed at a
time when no low-priority customers were being served. we
egree that, at the time of the purchases, Northern was at-
tempting to protect its high-priority customers by making
emergency purchases. However, when the weather became
warmer Northern was able to serve low-priority customers
while still making emergency purchases. This situation shows
exactly why we are recommending that take-or-pay provisions
in emergency purchase contracts be prohibited. Once the
emergency is over, the emergency purchase should be termi-
nated, rather than teing used to serve low-priority custom-
ers.

The Texas Gas Transmission Corporation said that dur ing
April 1, 1975, to October 31, 1975, it was curtailing all
its low-priority customers and that, although it had no con-
trol over the end use of the natural gas, it assumed that
only high-priority uses wsre served. Such assumption, how-
ever, is not always valid because there is no control over
the end use of emergency natural gas, and therefore we have
recommended that the Congress give FERC the authority to
regulate the end use and price of emergency natural gas.

The United Gas Pipeline Company has expressed concern
that, to protect high-priority users, a great degree of
flexibility is needed in emergency purchase provisions to
allow for contingencies, such as colder than normal weather,
loss of supply due to hurricanes, regulatory timelags in
the attachment of new supplies, and equipment failure. Al-
though some flexibility is needed, we believe that excessive
flexibility caused many of the abuses described in this
report. We believe also that the criteria outlined in thisg
report fo. emergency purchase provisions will not only allow
for the protection of high-priority customers but &lso prevent
emergency natural gas from being used by low-priority custom-
ers that can use other fuels.
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APPENDIX 1 APPENDIX I

EMERGENCY_PURCHASES MADE_BY INTERSTATE PIPELINE COMPANIES

WERE_BEING SERVED--SUMMERS OF 1973 AND_1976

Category of

Number of customer Total volumes
Date Purchasing company purchases being served purchased
(Mcf)
4/76 to 10/76 Arkansas-Louisiana :
Gas Company 6 Electric utility a/419,348
4/75 to 10/75 El Paso Natural Gas
Company 15 Electric utility 1,165,769
4/76 to 10/78 El Paso Natural Gas
Company 33 Electric utility 3,457,893
4/7% to 10/7% Mississippi River
Transmission Cor-
poration 1 Electric utility 299,307
4/76 to 10/76 Montana~Dakota
Utilities Company 1 Electric utility 3,420
4/75 to 10/75 Panhandle Eastern
Pipeline Company 14 Electric utility 12,860,425
4/76 to 10/76 Pani.andle Eastern
Pipeline Company 4 Interruptible 303,711
4/75 to 10/75% United Gas Pipeline ’
Company 11 Electric utility 1,193,200
4/76 to 10/76 United Gas Pipeline
Company 38 Blectric utility 30,457,129
4/75 to 10/75 Lone Star Gas Company 2 Electric utility 1,245,705
4/76 to 10/76 Lone Star Gas Company 1 Electric utility 2,151,504
4/75 to 10/75 Louisiana-Nevada
Transit Company 1 Interruptible 35,2%0
4/75 to 10/75 Southern Natural Gas 2 Intorruptible 65,617
4/7% to 10/75 Tuxas Gas Transmia-
sion Corporation 2 Blectric utility 86,067
4/75 to 10/75 Cities Services Gas '
Company 1 Electric utilicy 11,194
4/75 to 10/7% Northwest Pipeline ’
Corporation 2 Interruptible 133,728
4/76 to *0/76 Northwest Pipeline
Corporation 1 Interruptible —___8,678
Total 12 135 54,097,942
— — A ]

2/Total contains some cetimated volumes.



APPENDIX II APPENDIX II
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Estimated Date of Start of Lowest
Purchase total initial delivery low-priority priority
Company Price volume of_purchases service served
(dollars) (Mcf)
Arkansas-Louigiana
Gas Company
Not given 9,800 2/10/17 2/21/1 4
Cities Service Gas
Company
1.94/Mcf 3,007,763 2/11/77 2/22/11 4
1.85/Mct 10,867 2/9/11 2/22/11 4
1.85/Mct 21,500 3/2/11 2/22/77 4
1.85/Mct 3,578 /1 /N 2/22/17 4
1.85/Mct 51,780 4/12/17 2/22/11 4
1.85/Mct 18,888 4/5/11 2/22/11 4
1.85/MMBtu'a oo 3921 3/30/717 2/22/11 4
Total 3,118,297
£l Paso Natural
Gas Company
1.44/Mct 71,400 2/16/17 2/13/71 N
l.44/Mct 444,000 2/18/717 2/13/71 5
l.44/Mcf 27,000 2/24/17 2/13/711 §
l.44/Mct 228,000 2/23/11 2/13/17 5
0.53/Mcf 51,000 2/22/11 2/13/717 5
l1.44/Mcf 267,600 2/26/11 2/13/177 S
1.43/Mct 198,000 3/1/71 2/13/17 %
l.44/Mct 88,140 3/10/77 2/13/17
1.44/Mct 270,000 3/11/1? 2/13/77 5
1.44/Mct 45,000 3/2/17 2/13/11 5
l.44/Ncf 10,260 3/722/717 2/13/11 5
l.44/Mct 174,000 3/28/77 2/13/17 5
l1.44/Mcf 7,260 3/28/717 2/13/711 5
1.45/Mct 57,300 4/11/77 2/13/7117 S
1.45/Ncf ...12,780 4/28/77 2/13/17 5
Total 1,951,740
Michigan-wisconsin
Pipeline Company
1.68/Mcf 180,000 2/14/17 (a) 4
1.44/Mcf 4,500 3/1/1 (a) 4
2.25/MMBtu’'s 81,000 3/2/17 (a) 4
2.25/MMBtu's 360,000 3/15/17 (a) 4
2.25/MMBtu's 27,240 3/18/77 (a) 4
2,25/MMBtu's 73,860 3/18/17 (a) 4
2.25/MMBtu's 54,000 3/29/17 (a) 4
l.44/Mct 1,980 3/28/11 (a) 4
1.68/Mct 630,000 41/ (a) 4
1.68/Mcf 270,000 42/1 (a) 4
2.25/MMBtu's 510,000 4/2/17 (a) 4
2.25/MMBtu's 96,480 4/6/77 (a) 4
2.25/MMBtu's 120,000 4/19/77 (a) 4
2.25/MMBtu's 7.500 4/19/17 (a) 4
2.25/MMBtu's 7,500 4/19/711 (a) 4
2.25/MMBtu's 60,000 4/28/17 (a) 4
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APPENLIX Il APPENDIX II
APPENDIX I APPENDIX I
Estimated Date of 8tart of Loweut
Purchase total initial delivery low-priority priority
price volume of purchases seryice served
{dollars) (Mef)
Michigan-Wisconsin
Pipeline Company
{(cont.)
2.25/nMBtu's 60,000 4/28/17 (a) ¢
2.2%/MMBtu's 82,500 4/28/77 (a) 4
2.25/NNEtu's 42,240 4/1/11 (u) 4
1.85/Mef 1,559,032 4/4/77 (&) 4
2,08/Mcf Not_svailable 4725/17 {a) 4
Total 4,197,832
Natural das Pipe-
line Jompany
of America
1.44/Mcf 62,220 2/10/717 2/1/1 b/Pro rata
l.44/Mct 60,000 2/4/M 2/1/11 Pro rata
l.44/0ct 99,000 2/4/11 2/1/11 Pro rata
1.44/Mcf 240,000 3/2/M 2/1/17 Pro rata
l.44/Mct 240,000 3/2/17 2/1/17 Pro rata
1.44/Mct 240,000 3/2/11 2/7/M1 Pro rata
1,44/Mct 1,325,474 3/11/17 2/1/1 Pro rata
l.44/Mct 195,000 3/2/17 2/1/17 Pro rata
1,45/Mct 120,000 4/22/717 2/7/17 Pro rata
0.94/Mct 60,000 4/9/M 2/7/M1 Pro rata
1.78/Mct 3,962,540 4/29/17 2/1/1 Pro rata
Total 6,604,234 '
Northern Natural
Gas Company .
l.44/Mcf 97,262 2/14/117 2/21/17 6
1.45/Mct 10,127 4/22/17 2/721/17 6
1.82/Mct 157,046 4/28/17 2721711 6
1.98/Mct 330,746 4/8/77 2/21/17 6
Total 595,181
United Gas Pipeline
Company
- 120,000 2/5/11 3/7/717 c/4
1.50/Mct 180,000 2/11/711 1/ 4
1.50/Mct 67,500 3/12/77 3/1/17 4
1.50/Mct 22,500 3/11/17 3/71/1 4
1.55/4ct 30,000 4/6/17 /71777 4
Total 420,000
Total 16,897,084 64 puichases

a/Michigan-Wisconsin has been serving priorities 1, 2, and 3 and about 50 percent
of priority 4 since September 1, 1976, in accordance with its FPC-approved
curtailment plan.

b/Natural's curtailment plan is not based on end users but is oased on all
customers qo;tinq 4 percentage of their contracted volumes of natural qas.

¢/8ince November 1976 United has been operating under a four category court-

ordered curtailment program which differs substantially from PPC's nine
category plan.
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APPENDIX III APPENDIX III
EMERGENCY PURCHASE_MADE_UNDER_ENGA_BY_ !.'!."!!!L\!!-l’"'-!!E
COMPANIES WHILE SERVING LOW-PRIORITY CUSTOMERS
PEBRUARY_2_TO_FPEBRUARY 22, 1917
Date of
Estimated initial Start of Lowest
Purchese total Contract delivery of low-priority npriority
Company price volume date ‘purchases service served
(dollars) (Mef)
Colorado Interstate
Gas Company
2.25/MMBtu's 672,000 - 2/13/11 2/18/1 6
El Paso Natural Gas
Company
2.25/MMBtu's 65,200 2/17/1 2/19%/711 2/13/117 5
1.44/Mct 784,000 2/18/717 2/312/17 2/\3/1 S
2.25/MuBtu's 1,318,110 2/11/17 2/23/N 2713/ 5
2.25/MMBtu'‘s 302,022 2/17/17 3/1/17 2/13/71 5
2.25/MMBtu's 133,280 2/18477 3/14/17 2/13/17 5
2.25/MdBtu’'s 144,838 2/722/1 3/15/717 2/13/17 -]
2.25/MMBtu’'s 305,900 2/11/11 3/21/171 2/13/M )
2.25/MNBtu's 631,260 2/11/17 3/28/17 2/13/717
2.25/MMBtu’s 143,276 2/17/17 4/25/717 2/13/717 5
2.25/MMBtu's 349,184 2/11/17 5/5%/17 2/13/1 5
2.25/MMBtu's 44,80% 2/717/1 5/6/117 2/13/717 5
2,25/MMBtu's 40,716 2711/ 5/6/117 2/13/17 5
2.25/MMBtu's 158,000 2/11/1 5/5/17 2/13/11 5
2,25/MMBtu's 207,284 2/11/171 5/16/17 2/13/717 -]
2.25/MMBtu's 90,292 2/22/17 5/16/17 2/13/77 5
2.25/MMBtu's 36,610 2/17/11 5/23/71 2/13/17 5
2.25/MMBtu's 16,310 2/1/MN 5/23/17 2/13/77 )
2.25/MMBtu's 378,000 2/11/11 5/23/11 2/13/17 5
2.25/MMBtu's 150,978 2/1/1 5/18/71 2/13/717 5
2.25/MNMBtu's 52,080 211/1 17 /N 2/13/1 )
2.25/MMBtu’s o288 20/TT 7/30/71 2/13/77 5
Total 5:353,128
Michigan-Wisconsin
Pipeline Company
2.25/MMBtu's 341,000 2/11/1 2/21/1 {a) 4
1.47-1.49/Mct 489,000 /11/717 2/19/177 (a) 4
2.25/MMBtu's 324,000 2/11/711 2/20/77 (a) 4
2.25/MMBtu’s ___46,726 2/10/77 41/ (a) 4
Total 1,200,726
Total 7,225,854

a/Hichigan-Hisconan has been serving priorities 1, 2, 3, and about 50 percent
of priortty 4 since September 1, 1976, in accordance with its FPC approved
curtailment plan.
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APPENDIX IV APPENDIX IV

OFFICTALS_RESPONSIBLE_FOR_ACTIVITIES

—— — ——————— — ——

DISCUSSED_IN_THIS REPORT

___Tenure of office
From To

FEDERAL POWER_COMMISSION

CHAIRMAN:
John N. Nassikas 8-1-69 10-20-75
Richard L., Dunham 10-20-75 8-10-77
Charles B. Curtis 8=-10-77 10-28-77
EQERGENCY NATURAL GAS_Q?T OF 1977
ADMINISTRATOR:
Richard L. Vunham . 2-2=77 8-10-77
DEPARTMENT OF ENERGY
SECRETARY:
James R. Schlesinger 10-1-77 Present

ADMINISTRATOR, ECONOMIC

REGULATORY COMMISSION:
David J. Bardin 10-1-77 Present

CHAIRMAN, FEDERAL ENERGY

REGULATORY COMMISSION:
Charles B. Curtis 10-28-77 Present

(30334)
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