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The Honovrabla Frank &. Zarb

Administrator . f~;J’
Federal Energy Adainistration AZC 00 cl
Dear Mr. Zarh:

Ye have rec suyrvey of the Federal Energy
Administration's ta State and local gove nments in
dev=1c&31g and a0 energy Programs.  The survey was made
at FEi keadguarters and FEA regicnal offices in Dallas, Texas;
Philadelphia, Pennsylvania: and Sap Franciszo, California. We also
visited S ate enercy offices in ~~izoma, Arvanses, (alifornia, kaw
Mexico, Oklzhoma, Pennsylvania and Texas.

We Tound sevaral weaknesses in nd direction
which have irhibited FEA's ab1i:,¥ to signiticanctiy impact on State
and logal activities in dealing with arergy probiems. Aj.nough 1iai-
son betw2en FEA headquarters, FEA regional ofTfices and State eneryy
offices has been establiished and &li grganizaticnal slements have
deveicped some form of eneray comssrvaticn programs, we found jittle
coordinztion and communication, and ineffective use of manpower in
dealing with other significant ensrgy problems and issues. In view
of the adcitional responsibilities given FEA under the Energy Pclicy
and Conservation Act and the copertunity for am increasing role fer
FEA regicnal oifices in carrying cut FEA programs, we are bringing
these metters fo your @ttentisn %5 assist you in imolementing your
future programs and activities.

s

ral Energy Administration Act of i§§4 states that
"EEkthe Gnreral welfare and the cocmmon defense and security recuire
positive and effective action*** in developing policies and plans to
meet the energy needs of the Hation”. Jo achieve this geal, the
Administrator of FEA is charged with, among other things, daveloping
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effective arrangements for the participaticn cf State and local govern-
ments in the resoluticon of energy preblems. In addition, Section 20
uf the Act authorizes specific acticns fo be taken by the Administrator
to achieve a high level of involvement by State and local governments
in shaning notional energy peticy.

and Conservation AZY significantly expanced

FEA's responsibilities in rea. Among other things, the

Act reguires FEA to (1) create a strategic petroleum reserve contain-

irg up to thres meiths supply of impertant petroleum products, {2)

astablish enercy conservation and gas rationing contingency piars,

72} establish enaergy efficiency standards for consumer products and
Y develop State and industrial energy conservation programs.

About half of FEA's 3500 employees are located in its 10 regicnal
offices. The majority of FEA's regicnal personnel are involved in
petrcleum pricing and allocation precgrams. The remainder are invoived
in energy conservaticn, energy research and development, public affairs,
lecal matters and administrative and staff activities.

A11 50 States have es*ablished erergy coffices to carry out State
activities in the energy area. During the Arab oil embargo, the State
energy offices were primarily invoelved in allocating o1l products;
however, dissipation of the energy crisis has allowed these offices to
become increasingly involved in dealing with other energy protlems
and issues. To facilitate communication betwz -7 FEA and the &0 State energy
offices, FEA has designated a Federz /State 1i..son officer (SLO) for
each of the States.

In order to assess FEA's impact on the States in dealing with
significant energy problems, we selected fcur issue areas and examine’
actions taken by FEA and Stztes to deal with these issues. The issue
area<, which FEA and State energy officials agreed were among the most
important of the Nation's pressing energy prcblems, are: '

--Estarlishment and evaluation of conservation programs
by Federal and State agencies, as well as the private
sector,

--Actions needed tg effectively deal with the growing
natural gas shortage.

--Desirability of greater use of coal as an energy source.

--Feasibility and precticabiiity of developing alternate
energy sources, such as solar, geothermal and solid waste.
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In addition to th > £ 3 i nérally agreed that
the potential > "*nifxc:nb issue.
Fowever, mcs- TR0 e -” thai-this was a.responsi-

Bility ¢f the
vcwseq'ﬁnt74.

e trtirisares by the States

in connection w . FEA rea1ona1 and State energy office personnel
also cited the « ramore corple and timely energy inforration
data base. ;nere was iittile agreement, hoﬁ=vor, on wno should te
responsible for such a data base and wies g k3 though
these officials were aware of tpe Hatiesn ; _
established by FEA, some felt that the ien ter bcs rot been effective.
Consequently, some States are developing their own erergy dita bases.

NLED FOR BETTER COORDINATTON

RD
AD EFFECTIVE UST OF FAGIWER

in all

States we vis ted, FZA liziscn officers and State energy
officials gereraily maintain an awareness of each othars ;rograﬂs end
activities. The sheer voiure of enercy activities in some of the

States, however, allows the State liaisen cfficer tire to do 1itlle
more than meni“or the nrogress being rade at the State and local level
in cdeveloping energy legisiztion and implersnting related orogrars.

KWe found that there was little contact between the State energy offices
aind FEA regicnal office personnel besides the SL3.

Regional offices advised us that there is rminimal coordination
between headguarters divisicns and the regional offices and among the
10 regional offices. e found little svidence to show that headquarter
officials 'were soliciting input from regional offizes or State and
tocal governments. Regional officials informed us that programs
cften initiate at headquarters without 22y .nput from the rngxons.
S1s0, many self-cenerated activities the regions are involved in,
such as local conservation efforis, had not been covrdinated with
headquarters officials. In fact, one regicnal efficial informed us
that in many cases pecple in the headguarters ¢ffice respensible for
the respective areas seemed uninterested in field office activities.

Regiuvnal office officials maintain very iittle dialogue nith their
counterparts frem other regions. Ccnsshuan,!J, the field ¢%fices are
developing differing approaches to prebiems without the benef t of
experiences and ideas of other regicns. Effective techniques in ons
region were not being communicated to perscrnel in other regions,
thereby negating the possidle learning curvses.
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Actans <o deal with growinc
natura: cas sheortace

. - .

in the Tail of 15735. FLA officials predicted ixat based on the
availablz natural gas supply and expscted weather conditions, the
Nation cculd expect to expcerience a severe natural zas shortage durirg
the winter of 1975-1676. FEA headquarters, FEA recional offices and
State erergy offices all initizted activities to siudy the potential
problems associated with such shortages. However, these studies were
largely carried out independent of cne another.

FEA headquarters created a natural gas task force to &ssess the
nationwide availability of natural gas supplies in the most poten-
tially vulnerable States. Upon compietion of its scudy, the task
force advised governrors of the States which they predictad would be
most heavily hit by potential shortages ard recommended that legisia-
tion be enacted to grovice Tor emergeacy cereculation of interstate
natural gas rates. - )

FEA regional cffices, on their cwn volition, conducted studies
of the potential impacts cf natural cas shortages cn the States within
their regions, and orovided the State energy offices with copies of
their studies. Individual State energy offices alsg studied the po-
tential problems associated with natural gas shortzces and reported
this information to their respective covernors. Suisequently, the
National Geverror's Conference recomrended legislation similar to

thet suggested by FEA's natural gas task force.

In all cases, these efforts were indepencent ot each other and
often amounted to duplicaticn of effert.

Increased use of coal as an energy scurce

FEA headquarters and regional office officials told us they had
devoted very 1ittle attention to promoting increased use of coal.
Consequenrtly, there has been only miror involvement by States and
local governments in national coal pregrams. An FEA headquarters
official told us that many premising coal programs had been planned
and subsequently abandoned because of a Tack of funds. He stated
that many concests had enormous potential as sys*ems to combat soar-
ing home heating costs but FEA did no:t have adecuate funds for pilet
cemonstrations. FEA headquarters had establishe? z orogram called
"Coal Now" which was aimed at significantly incra2zsing the Nation's
use of coal by 1985. But the Directer of Coal Pregrams at FEA head-
quarters told us that FEA officials were primarily involved in
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cormenting on proposed coal legislazion and —cnitoring sore industry
initiated coal projects. C(cnseguent! y, the Ccal iow srigran has
received Tittle attention from FEA headgquarters.

Regional office personnel told us thev pave teen zbie to devote

Timited effort to-the entire spectruan of coel related problems. 4n

official from one rﬂgxon stated that they were net involved in coel
programs because they have limited s%aff rescyrces and have received
no fermal headquarters direction. Officials in ancther region said
they were concentrating their efforts on two velatively small coal
projects because of manpower problems but stated they believe sig-
rificently nore coulid be done.

In contrast to the Timited activity cf FEA reqgions, cne Sta
energy office wa visited, the Pennsy?vnn1~ Stzte Energy Office,
impiemented a number of projects aimed at further enhancing the u
of ceoal as an ene.cgy scurce. Cne such project, the Coal Policy

Implementation Program, was designed t¢ study and develcp a ceal policy

fo- Pennsytvaniz2. The study has been ccwpletzd ang inciudes 83 spe-
cific recormendations for action. A relatad cubiication developed in
this program entitled “Coal, A Commenwealth Development Program” pro-
vides a surmary of State policies and recommendations in this area.

Altzmate anarAy resource cevelopment

FEA headquarters and regional office officials statsd that they
had only minima] involvement in efforts to develop commercializaticn
orograms for alfernate snergy rescurces such as sclar, gsothermal and
solid waste. In fact, we found confusion among responsible officizls
as to what FEA's mission is in the area of alternate aneray sources.
The Director of FEA's Alternate Energy Source Progran intormed us that

FEA currently has nc formal program to address zny of the institutional,

economic, or envirgnmental barriers blocking the intrcduction of nacn-
petreleum based fuels into the Nation's ensrgy system. Combustibles
such as alcchol or hydrogen Tueis have exhipited great potential as
short- and long-term substitutes for oil products but 1ittle has been
done to promote their greater use.

An FEA headquarters official stated that re believed there was
merit to bringing some of these fuels on line, however, FEA has not
formulated programs to do so nor did we find zny instances where FEA
had encouraged State or local governments to develco such projects.
None of the FEA regionel offices we visited were invoived in studying
use of alternate energy resources.

[
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Nonetheless, we noted several instances in which Stzate and leocal
covernments have developed or were seeking to develop pz»jecbs to
utilize waste material to generate slectricity; were SLd4j1n the fea-
sibility of using wind as a power scurce; or were intrcducing alconel-
basad fuels ¢n a limited basis to supplant oil pro@pcts.

CONCLUSTONS

One of FEA's mcre significznt legislative responsibilities is fo
develop effective irrangements for the participation of State and local
governments in the resoiution of energy problems. However, FEA has not
responded to this legislative mandate with actions desicned to inciude

tate and local government input in formulation of naticnal energy pro-
grams. Consequently, FEA has been inhibited in its abiiity to develop
procrams tha® could be effective in solving some of tha energy problems
of the indivicual cities, countizs and States, and of the Nation 2s a
whole.

FEA- has not devoted sufficient attention to effectively utilizing
their own ragignal personnel as well as State and local energy offi- ;
cials., In view of the enactment of +he Energy Policy and Cons=fva? ion
Act, this becomss increasingly imperative. The Act s1cy‘f1cant1y i
¢reases FEA's responsibilities end will undoubtediy causz incregse
staffing at FEA's rejionat offices. FIA will heve to make more e?fec~
tive use of its neadquarters and field office personnel in carry1rg gut
programs in the area of energy resource development, comservation, and
other programs dealing with significant energy issues.

RECCMMEMDATICHNS

The Energy Policy and Conservation Act requires the States to
submit energy plans to the Federal Government in order that they may
receive certzin Federal grants. This program is administered thrcugh
FEA, thereby creating a specific reguirement for FEA to work with the
States on energy problems. But, the law pertains enly tc selected con-
servation measures with which the States must conform. WHe believe much
more State and local participation is needed, which wouid include adci-
tional comprehensive programs besides those called far in the new Act.

We have found that poor progran direction exists from hsadquarters %o
the regions and that little, if any, communication exists among regional
offices.

LTS S

We recommend that FEA cdevelop and implerent a plan which jdentifies
FEA programs in which State and tocal governments should be involved
and specifies the manner in which FZA neadquarters and regional offices
will obtain their involvement. | The plar should (1) define more precise
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reiationships “etneen tre crogram iivisions in FEA headguarters znd

the regional carscrnel czesignated o work on <pec1f1c grogrzas and

{2, orovida for rore effective communication and coordinaticn between
recicnal offices ic insure & single purpose .and direction in carrying
ogut such programs. The pian should consider an internal organizational
alignment wnich wiil alicw ;be maximum flow of information among all
organizaticnal e?e:ents.

e shall be pleased to discuss the contents of this letter in
further detail should you so desire. We would appreciate receiving
your comments on the matters discussed in cur recommendations.

As you know, secticn 236 of *he lLegislative Reorcenization Act of
1670 requires <he read 37 a Federal acency to sutmit a ritteﬂ statemEﬁ:
on actions ne has tZken cn cur recorwencations To the House znd Senzts
Cormitzees on Zovernment Operetions nct later than 60 days avier the cit
of tne rﬂoort, arc the ®cuse end Senate Ccrmittees on Ppprutri tiens witr

the agency’'s Tirst reguest for apcropriaticns rads more then €0 cays
"ter the date 3f the regort.

We are sending copies ¢f this report to the four cormiziaes .
identified above and o the director, O0ffice of Manayerent and Budget.

Sincerely yours,
/7//”"7(.
Monte Canfield, Jr.

Birector





