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H the winter it normat and if alternativa fuels
are available, widespread unemployment and
exteraive plant closures are not expected, -
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pected to b sevevely impacted economically
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ularly in those aress with industries thet are
dependent on gaseous fuels for protessing or
as feedstock,
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Alternative fuels can oost three 1o four timess
more than naturat gas. This increased cost of
industry oparations will be pamed on to the
consumat whergver possile, )
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The #Zoncrable Jack brooks

Chairman, <ommittee on Government
Cperations

House of Representatives

FoclSsewe

Dear #r. Chalrman:

This is our report on the econcomic and env..cnmental
impact of natural gas curtailrments during the winter of
1975~76. This report representsg the first of a two-part
study that you reguested in your letter of July 26, 1975,

we did not oontain forral comments on cur report from
Federal Power Coamission or Federal Energy Administration
officials. However, we did informally discuss our overall

. observations with them and incorporated their comments

where applicable. N

the second part of the study--an assessment of the
various impects that would result from & decision to
derequlate the price of interstate natural ga2s--will be
covered in a separate report,

T s

Comptroller General
of the Gnited States
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T0 [BE COmitITTEL On I4PACT OF HATURAL GAS
GUVERHNIUENT OFERA)1CHS CURTAILMENTS DURING THE
HOUSE OF REPRESENIAFIVES WINTER OF 1975-76

Federal Power Commission
Federal Eneroy Administration
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Because of shortages of natural gas, the Federal Power
Commission is projecting major curtailments by inter-
state pipeline coapanies during the 1975-76 winter
season., The total amount curtailed for the pericd
April 1975 through iarch 1976 is expected to be 3.2
trillion cubic feet., (See vp. 1 and 3.)

This is about 45 percent more than the 2.2 trillion
‘cubic teet curtailed during the same months in 1574~75.
{See p. 3.} GAQO was asked to assess the social, eco-
nomic, and environmental conseguences of this curteil-
ment, particularly es it applies to irjustry. ({See

p. 1.)

GAD concentrated its work in eight States--OChio, Penn-
sylvania, New York, New Jersey, Maryland, Virginia,
North Carclina, and South Carclina. These, according to
Commisgsion znd Federal Energy Administration data, would
be among the most severely affected by this winter's

gas shortages. They receive 68 percent of their tctal
interstate supply from four interstate pipelines that
were projecting major curtailment increases in 1975-76
over amounts curtailed in prior years, (See p. 3.)

Natural gas consumption in this eight-State area in ‘ s
1974 totaled about 3.3 trillicn cubic feet--nearly 15

percent of all gas consumed. Gas curtailments amounted

to 550 billion cubic feet, or 25 percent of all gas cur-

tailed, with an additional 2384 billion cubic teet pro-~

jected for curtailment in 1%75-76. These States hrve

many industrialized areas which consume large amounts of
~gas and which employ a large percentage of the States'

total labor force. ({See pp. 8 and 9.)

GAG did not identify any broad areas of projected unenm-
ployment or widespread shutdowns of industrial cperations
due to the curtailment. However, unseasonably colé
weather early in the winter and/or a shortage of alter~
native fuels could result in these conditions® occurring.
GAC did identify some localized areas, including southern
New Jersey and parts of North Carolina, that would be
severely impacted economically if curtailment levels

o : i RED~76-3Y

* Upon removal, the report
cover date shoulkd be noted heregn,
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come about and it alternative fuel supplies are not
aveilable. {Sez p. 13.}

ine Federal tnerey Administration tola CAO that, cener-
ally, alternative fueis, such as o1l or propane, would
available but 2t three to four times the cost of natursl
gas. It appears, therefore, that, under normal weather
conditions, the ~ost important econcmic impact of the
gas curtailrents will be in terms of higher industry-~
oprrawing ccsts causeo by the increased fuel costs. The
industries plan to pass on these increased costs to the
consurer wherevet possible. (See op. 13 and 14.)

Industrisl firms in the eight-~State area that expect to
be severely affected by gas curtailments generally fall
into one of five standard industricl classificaticns:
food andé kindred products: textile mill products; chem-
icals and 2llied "voducts: stone, clay, glass, and con-
crete prooucts; &nd primary metal industries. (See

p. 3U.) Certzin industries will be more severely af-
fected than others hecause they are unable to use non-
gaseous alternative fuels. For example, the glass,
cherical ané textile industries require a mipimum per-
centage of natural gas or propane as a process fuel or
as feedstock. {See p. 13.)

Government sgencies responsible for enerqgy vrograms cur—
rently are taking steps to identify, and alleviate where
possible, the irpact resulting from natural gas curtail-
ments. Federal Energy Administration regulations are
being relaxed s¢ that alternative fuels, such as propane
ang butane, can be :mported and used. (See p, 42.) The
Federal Power Coarission has authorized certain indus-
tcial users to contract directly with gas producers ang,
therefore, tap intrastate gas supplies for interstate
use. (See p. 36.)

The use of fuel other than natural gas will have some im-
pact on air guality, but the specific effect has not been
deternined. <The Environmental Protection Agency and
Federal Power Commissjion have done little to assess this
nrobles on a2 short-range basis. liowever, it appears that

‘the Federal Povwer Commission's priority-of-service system

will help promote maximum air quality. This system
allocates clean-burning-gas supplies for smezll indus-
tries and cormercial and recidential facilities which,

if tuel il were used, would contribute a proporticonately
larger share ¢t air pollutants than do utilities and
large -industrial plants. (See pp. 39 and 42.)

[ -

-

i

?
H




™
k)

N\

B

£ T e

CHAPTER 1

INTRODUCTION

Congressman Jack Brooks, Chairman, House Committee on
Government Operations, asked us to make a two-part study for
the Subcommittee on Conservation, Energy, and Natural Re=-
sources. The study was to encompass the following two parts.

l. An assessment of the social, economic, ard environ~
mental consequences that would result this winter
£1975-76) from natural gas curtailments of the mag-
nitude being forecast by the Federal Power Commission
(FPC) with special emphasis on what industries will
be most severely impacted and what alternatives are
available to them.

2. An assessgent of the social, economic, natural re-
source, and environmental impacts that would resclt
if a decision were made to deregulate the price of
interstate natural gas.

This report covers patt 1 of the requested study. Part

"2 will be covered in a separate report.

Natural gas currently represents about one-third of all
energy consumed in the United Stetes and almost one-half of
all nontransportation uses. Natural gas is consumed by over
40 million residences, 3.4 million commercial establisaments,
and over 200,000 inoustrial users. The annual consumption of
natuvral gas peaked at 23.6 trillion cubic feet (T¢E) in 1973
and declined to 22.5 Tcf in 1974, .

The industrial community accounts for over 46 percent
of all natural gas consumed, nearly twice that of the next
largest user. Consumption percentages, by category, follow.

- Residential use 24.5%
Commerical use 11.6
Industrial use 46.2
Electric power 16.5
Other ; | 1.2

: |

Although natural gas is an important source of energy to all
industry, it is used more intensively in some industries and
geographic locations than in cthdrs. 1In 1971 industries
constituting 3 of .the Z1 standard industrial classification
categories used 65 percent ef all natural gas industry pur-
chased. These primary industriazl consumers are food and
kindred procducts; textile mill products; chemical and zllied
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products; stone, clay, glass, anc concrete preducts: and
the primary metal industries.

NATURAL GAS DEMAND AND TURTAILMERT TRESDS

patil 1970 the increasing demand for natural gas was met
from domestic producticn and fr-~m a small quantity of im-
ported gas. 1In 1971 the demand for natural aas began to ex-
ceed avallable supplies. As shown in the following &chedule,
this unsatisfied demand nas continued to increase.

g,5. Natural Gas Supolv-Demand Balance

bomestic Net Total Demand Unsatigifed
Year production imports avaiiable (note a) demand
—————— . {TCE)row- -
1968  19.3 0.6  19.9 19.9 0
1969 2007 9.7 21.4 21.3 0
1970 21.9 0.8 22.7 22.6 0
1971 22.5 . 0.9 23.4 24.6 1.2
1972 22.5 0.9 23.4 26.1 . 2.6
1973 - 22.§ 1.0 23.6  27.7 ._ 4.1
1974 21.6 0.8 - 22.5 28.8 6.3

2projected for_1971-74

Source: Mineral Industrcy Surveys, U.S. Bureau of Mines,
Annual Natural Gae Reports: and FPC staff studv.
As the demand for natural gas gradually excecded the
amount availaple, the interstate viveline companies were
forced to curtail deliveries to their distributor {utilities)
and industrial customers. This trend is illustrated in the
following table. .

. <
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Natural Gas furtailment Trends

Year ' Annual
(April to March) curtailments
| . (Tcf)

1970-71 _ 0.1
19371-72 0.5
11972-73 0.8
1973-74 1.4
1974-75 2.2
1975-76 (expected}) 3.2
1976-77 {forecast} 4.0

FPC NATU AL GAS CURTAILMENT POLICY

When the supply of natural gas cannot meet general needs,
some difficult decisions must be made with respect to con-
sumers whose service must be curtailed. Interstate pipeline
companies make¢ these decisions, but only with FPC approval and
subject to a priority-of-service system established by FPC.

The nine~point system currently in effect is based on
FEC Order 467-B issued on March 2, 1973 The mriority-of-
service categories foliow.

1. Residential and small commzriziul {less than 50
thousand cubic feet (Mcf) on a peak day).

2. Large commercial (50 Mcf or more on a peak &-~+) and
firm industrial requirercents for plant - .cion,
feedstock and ;cocess needs, and pipeli.. customer
storage injection requirements,

. 3. Industrial customers not specifieéd in category 2,4,
5,6,7,8, or 9.

4 and 5. Pirm industrial requirements fo: boiler fuel use

e s < ot Sve s wa o

where alternative fuel capabilities can meet such
requirements.

,6 to 9, Interraptible reauxrements whece alternazive fuel

capabxlzties can meet such tequirements.
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The FPC priority-cf-service system applies only to the
allocation ©of gas soid by interstete pipeline companies. Al-
though the system is based on the end use of natural gas sup~
plies, once the gas enters a State for distribution, FPC's
jurisdiction over how the gas is finally allocated ends. At
that p¢ .nt the ultimate consumer is decided by the distribo-
tor, subject to whatever State priority system is in effect.
Although the finel use ¢f the natural ¢gas may not necessarily
conform to FPC's priority system, the flexibility at the State
level may result in a more eguitable response to economic
demand than if FPC's system were rigidly adhered to through-
out the system.

CONSUMPTION AND CURTAILMENT BY GEOGRAPHIC AREA

Natural gas consumption varies by region across the

-United States (zee graph orn p. 5) as 8o the curtailment

levels, In 19/4 the nine States in the east north-central

and west south-central regions accounted for over cne-balf of
the total natural gas consumed (about 12.3 Tcf} but were not
considered to be g-eatly affected by natural gas curtai.ments,
Conversely, the 11 States and Washington, D.C., forming the
middle and south Atlantic regions, account for less, than 14
percent of natural gas consumption (ebout 3.1 Tcf), but 9 of
these States are included in the Federal Energy Administra-
tion's {FEa's} list of the 14 States most sffected by the
projected natural gas curtailments.

.NATURAL GAS DISTRIBUTION SYSTEM

The U.S. nctural gas system comprises producers, inter-

state and intrastate pipelines, distributors, and end users.

The natural gag produced domestically reaches distributors
and end users through both interstate and intrastate pipe-
lines. Domestic production is concentrated in six States
{Texas, Louisiana, Oklahoma, California, New Mexico, and

Kansas) with most of the production's being in Texas and

Louisiana. Conseguently, most of the intrastate pipelines
are found in these States and they supply about one-third of
the total natural gas market.

The remaining two-thirds of U.S. natural gas recquire-

ments are supplied tarough 119 interstate pipeline systems,
~ with 3¢ of the largest companies selling about 90 percent of

b e e e

all interstate natural gas. With some mind>r exceptions, all
the natural gas curtailments through 1974 have been imposed

by the interstate pipeline companies.
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interstate pipelines provide natural gas to thsir cus- . '
tomers based on firm- or interruptible-servicw cnatracts,
FPC tas defined the terms of service as follows.

*Piem Service: Service from schedules or contracts
under which seller is expresgly shbiiga.ed ta deliver
specific volumes within 2 given “ipe periocd and which
antjcipates no interruptions, but which may permit
unexpected interruption in case the sapply to higher
priority customers is threatened °

“Interruptible Service: Service from schedules or con-
tracts under which seller ig npot expressly obliigated to
deliver specific volumes within & given time period, and
which anticipates and permits interruption on short
notice, or service under schedules or contracts which
expressly or {mpliedly require installation or alternate
fuel capability.®

Pipeline companies usually provide interruptible service
a3 & way to maintain a favorable load factor. Load factor
measures the degree to which physical facilitles, and more
basically invested capital, are being used. Pipeline com~
panies make large capital expenditures to provide maximum
gas deliveries to fts distribution utilities for heating
customers during cold weather. Since the typical residential
gas customer useS slmost five times as much gas during a wine-
ter ronth as during a summer month, the pipeline cozpanies
have unugzed capacities during the summer. with about %0 per-
cent of transmission costs fixed, the cospenies are particu-~
lacrly sensitive to the load factor. To maintain the required
load factor, pipelines offer the interruptible sale of fuel at
& very low tate with the provision that service can be inter~-
rupted to supply firm customers, Thege jnterruptible cus-
-tomers normally are required to have an alternative fuel
source that they can use when service is interrupted. During
the 1974-75 season, requirements for interruptible service
agounted to over 535 billion cubic feet (Bcf) of natural gas,
or 3.5 percent of total interstate gas regquirements. The
requirement for the 1975-7¢ season is expected to drop to
503 Bef, or 3.2 percent of total interstate requirements.

NATURAL GAS CURTAILHMENT LEVELS '

Since the terms of interrupticle-service agreements
"allow for gas curtailments on short notice and have the ele-
ment of expectation that the user has an alternative energy
source, these customers obviously receive the greatest gas
curtailment., However, customers holdirg firm-service con-
tracts were also curtailed, particularly as the snortage
increased. The schedule below ﬁnows the curtailments by
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intergtete pipelines for both firs- and Interruptible-service
customers as reported by FBC,

Curtsiloent of Pirn end Interruptible
Service DY Interetste Cineiines &% Regoztea ky FEC

(&peliwtgznatchl tequ?figents A§§§%%£%§§%§ne ﬁgéﬁiigﬁ:iSie u§§§§%£é§%%§nc . ‘
(vcf) (rely
1972-73 14,9 C 0.6 5 1Y (s} -
1973-7¢ 14.5 1.2 s 0.6 0.2 33
1574-75 14.8 2.0 14 0.5 0.2 40
1975-26{rcte b)Y  15.0 z.9 19 0.4 0.3 60

& Data not aveilabl.
b Lxpected

..

. The curtailment figures shown above have been emphasized
‘in natural gas studies and reports prepared by FPC and FEA,
However, we helieve these figures m3, be misleading if used
as an indicater of the impact of natural gas curtailments for
end users or as a measure of gas consupption that will be
cuctailed.

- Data on natural! gas requirements, deliveries, and cur-
.tailments are provided to FPC by interstate pipeline come
panies. In general, the reports subsmitted do not show the
economic impact of the curtailments ¢n the areas involved.
This deficiency was discussed in a recently published GAC
report on "Need for the Pederal Power Commission to Evaluate
the Effectiveness of the Natural Gas Cuctailment Policy”
(RED-76-18, dated September 19, 1975). We found that the
FPC reports (1) contained no information on the intrastate
deliveries and curtajlments of natural gas to end users,
(2} did not concider to what extent alternative fuels or
stored gas werc available to offset the curtailments, and
(3) contained no information on what qas supplies the cur-
tailed pipeline customers might themselves own or purchase
directly from ptoducers.

The curtailments reported by pipeline conpanies gen-
erally showed reductions in natural gas supplies based on
requirements or deliveries and not reductions in actuai con-
sumption by end users. In our September 19, 1975 report, we

found that industrial custozers curtailed by one interstate

7
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pipeline were generally taking less cas than thelr entitle-~
ment angd that. customers in general were taking less than
their contract amouats. Although we did not determine why
this was so, it is possible that lowered operational levels
resulting from the cconomic recession anu the relatively ~ild
winter weather the past year reduced the quantities of gas
that customers needed below the amount coriginally contracted
for, It this same situation were true for customers of
other pipeline companies, requirements data submitted {which
can be based on entitlements or contract demands) could be
overstated. Sincc curtezilments generally are reguirements
less deliveries, the quantities reported as curtailed would
alao be overstated.

IDERTIFICATION OF IMPACT AREA

© AND 3COPE OF SURVEY

e did not have enough time to verify the accuracy of
the data the pipeline companies submitted to FPC. For cur
survey, we worked with the data available, accepting the cur~
tailment levels as given, On the basis of our analysis of
data obtained from FPC and FEA, we identified four pipeline
companies that were projecting major increases in curtail-
ments in natural gas deliveries for 1975-76 over amounts
curtailed in prior years. We then selected eight States
served by these.pipeline companies which, according to FPC
and FEA data, would be among those most severely affected
by the projected curtailments. These States receive 68
percent of their interstate gas supply from the four pipe-
line companies, The eight States, with a 197¢ gas consump~
tion of about 3.3 trillion cubic feet (about 15 percent
of tstal consumption), have (1) concentrations of industries
that are heavy gas users and/or (2) large percentage in- f
creases in projected curtailments for 1975-706 over actual :
curtailments in 1974-75. From April 1974 through March !
1975, these eight States had actual curtailments of over ‘
550 Bef of natural gas, or 25 percent of the total curtail-
ment of 2,209 Bcf., This eight-State curtailment is pro-
jected to increase to nearly 934 Bcf during the 1975-76
season, or 38 percent of the total projected increase
in curtailments. : :

For these eight-States, the following table shows the

- increase in curtailment rates projected for 1975-76 over the

actual curtailment rates for 1974-75, the 1974 gas consump-
tion, and the relationships of gas consumption to industry

-
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Ratursl Ges Cu.tailment, Congusmption, end Usage Dats
Yor Eight Aflfected States

Projected curtailment Batural gas  Feccent Percant of totsl

incgoane, 1575376 cunaumntion, used by ezployment in
State - over 1974~75 1974 industyy gos~uzing industry
. (BeE)
New Jersey & 27 2 32
Maryland/0.C. 1% - 97 ) 0
vitginia 16 13 37 ¢
ﬁortb Ceroline 21 136 : 111 3
South Cerolina 12 1% 5 29
Fennsylvanis 9 6313 45 a3
Calo 11 1,014 40 F o
Hew York $ b2 17 &
3,262

Sourcer The Hatural Gas Shortage: A Preliminary Report, FEA, August 1925

The tabulation on page Il shows the recuirements and cur-
tailments of the four pipelines for the eight-State area for
1974-75 (actual) and 1975-76 (projected). The map on page 12
shows the msjor gas-producing regions, the pipelines with

“large cu:tazlments, and the eight-State area selected for
our survey.

. Beyond the identification of major pipeline curtailments
and the States most severely affected, we found very little
work had been done until recently (see p. 37} &t the Federal
level to assess the extent and impact of pipeline company
~curtailments at the distributor and end-user levels. To
determine how the distributors within each State were re-
acting to curtailed deliveries and the impact their actions

. were having on industrial end users, we contacted represent-

. atives of these groups in each of the eight States. Overall,
-Wwe contacted 26 distributers and 62 industrial end users and
obtained their assessment of the expected conseaquences of

the curtazilments.
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From our anelysis of types of industries operating in
the eight~State area, we found that industries in the five
standard industriesl clessiiication cateqories previcusly
.identified as heavy gag users were well represented. (Neerly
all 62 end users contacted were firmg included in these §

" industtrial categories.) For these 5 industry grouns, we
contacted representatives of 50 trade associations and
obtained, when possible, their assessment of the econemic

impact of the projected gas curtailment.

e contacted representatives of the Environmental Pro-
tection Agency and FEA to obtain dats on the expected environ-~ 4
mental impsct from using alternative fuels and the expected

"availability of fuel oil and propane.

10
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Pipeline company

+

Columbla Gas
Transnission
Corporation

Panhandle Eastern
Pipe Line Company

11 -

Texas Fastern
Transmiassion '
Corpdration =

' Transcontinental
Gas Pipe Line
Corporation ‘
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SCHEDULE OF REQUIREMENTS AMD CURTAILMENTS BY PIPELINE COMPANIES

States
served

Maryland
Now York
New Jersey
Ohio
Pennsylvania
Virginia

Ohio

New York
Hew Jarsey .
Ohio
Pennsylvania

Matyland
New York
New Jersey
Pennsylvaunia
Virginia

.North Carolins

South Carolina

1974-75 {actual)

1925-76 {projected)

Require- Curtail- Percent Require- Curtail~ Percent
pents ments curtailed ments ments curtailed
..----’(Bcf)ﬂﬂﬂhﬂﬂﬁ 0!.-"!I(B¢f).'ﬂ'ﬂ'-
126.72 12.08 9.5 126.72 36,30 8.9
62,16 3.23 12.4 42,16 12.10 .7
2,54 0.36 14,2 2,54 0,74 9.0
080.80 104,20 15.3 680,80 193,79 8.5
245,37 ai.6l 12.9 243,37 70,31 8.6
73,30 7.27 9.6 75.30 21.54 28,6
177,33 18,97 i0.7 177,35 33.41 18.8
53.57 16.09 30.0 54.02 17,38 32.2
263,51 31,27 19.3 235.14 61,48 24,13
154.73 33,66 21.8 152,40 39.5% 26,0
429,19 23.16 22,2 426,49 119,26 28.0
6.54 1.59 26,3 6.62 2,05 30.9
259,13 66.88 25.8 256.01 97.81 8.2
220.22 35%9.91 27,2 230,75 84.72 36,7
209,21 54,91 26.2 206.09 73,44 3.6
67.03 19,30 29,1 70.33 27,41 39,0
35,99 11.36 1.6 36,47 e .7 33.9
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CHAPTER 2

THE SCCIAL-ECONOMIC CONSEQUEHCES
OF THEL PROJECTED CURTAILMENT

FBEC has projected large increasges in natural gas cur~
tailments during 1975-~76 over curtailments in prior years.
These projected curtzilments have given rise to concern that
the U.S. indeustrial community will be severely impacted dur-

"ing this current heating season, resulting in large-scale

unemployment and widespread plant closures.

OQVERALL ASSESSMEKT OF IMPACT

Our survey of the eight States determined to be

" among the most severely curtaziled by interstate pipeline com-

panies did not suppert that concern in its totality. On the
bagis of assessments by distributors and end users and as-
suming normal winter weather conditions, we did not identify
any broasd areas ol projected large~scale unemployment or wide-
spread shutdowns of industrial operations due to the natural
gas curtailments, However, unseasonably cold weather e2rly

in the winter and/or a shortzge of alternative fuels could
considerably increase uneaployment levels and the number of
plant closures with adverse social and economic consequences.

we did find irdications that some smaller industrial
companies and some localized areas, such as southern New
Jersey and Neorth Carolina's Piedmont area, would be severely
impacted economically if actual curtailments were to reach

" t-ojected levels and {f alternative fuel supplies were not

available, We found that certain industries erxpect to be
affected more than others, because they are unable to use
nongaseous alternative fuels, such as fuel oil or coal. For
example, the glass, brick, chemical, and textile industries
teguire a minimum percentage of gaseous fuel for processing
or as feedstock. Large gas curtailments or restricted avail-
ability of other gaseous fuels to these companies were ex-:
pectad to result in limited production capabilities and

declining ezployment levels. Other szall companies that

could use ather fuels expect to be affected by curtailments,
because they cannot asbsorb the additionai cost required to .
convert their facilities and pay the higher prices for al-
ternative fuels, :

FEA officials toid us that generally alternative fuels,
such as fuel oil or propane, would be available, However,
these fuels currently cost three or four times the price
industrial users pey for interstate natural gas. It appears,

. therefore, that, unless the winter is mnusually cold,
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the zost important economic impact of the curtsilment will
be in terms of higher industry-operating costs caused by
the increased fuel costs. Industry representatives told us
t-.at these added costs would be passed on with the product
wherever possible and that consumers could expect to pay
higher prices for the finished products.

ASSESSMENT OF IMPACT BY STATE AND INDUSTRY

We have gsummarized below the data obtained durimg our
survey for each State, We have included the results of ocur
contacts with trade asscciation representatives, showing,
where obtainable, thelr assessment of curtailment conse-
quences as these consequences apply to their particular
industry groups,

Chic

Projected firm curtailment for 1975-76
stated a8 a percent of requirements 21.8

Percent of total State requirements .
furnished by pipelines surveyed 69.1

Percent of curtailments attributable to
pipelines surveyed 86.7

Percent of curtailments attiibutable to
distributors contacted 93.8

We contacted 4 of the 24 distributors that obtain gas
froa the pipelines included in our survey. We also con-

tacted 1l customers of these 4§ distributors.

The one distributor in the Cleveland area reported that
the curtailments for 1Y75-76 would be no worse than they were
during the 1974-75 season and that the highest service pri-
ority curtailment actually would drop from 30 to 20 percent

" this year. .The other three distributors serving Columbus

and many of its surrounding counties, Dayton, and Cincinnati
are planning for a minimum 28-percent overall curtailment
during the coming heating season. All four distributors will
attempt to limit curtailments to their industrial and/or com-
mercial customers which generally have alternative fuel cap-
abilities and which were also curtailed during the 1974-75
season. Most of the industrial end users have firm-service
contracts and with the exception of the East Ghic Gas Company,
have less than 1 percent of the industrial-commercial cus-
tomers on interruptible-service contracts.

-
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AS & result of these curtailmsnt policies, the ‘distri-
butors are projecting that there will be no appreciable
economic impact resulting in unemployment or plant closures
trom the curtailment. Officials of two distributing com-
panies said that some small companies that lacked the cap-
ability or financial resources to switch to other fuels might
might be forced tc restrict cperations or lay off employees
if curtailments reach the projected levels. This situation
is most likely to happen in the Dayton area., The Dayton
Power and Light Co., is prorating its overall 28-parcent
curtailment among 2,200 of its 1,447 industrial ana 20,314

. commercial customers, resulting in an actuval curtailment of
' about 35 percent for these 2,200 customers. This policy
contrasts with the plan of Cincinnati Gas and Electric Co.,
to pass all of its curtailment to the 80 largest of its
1,287 industrial customers.

Columbia Gas of Ghio, Inc., which serves 65 of Ohio's
88 counties, has about 2,300 industrial customers, of which
- about one~-half will be affected to some degree., Columbia Gas
will curtail all use of gas for boiler fuel and will curtail
65 percent of all gas consumption in excess of 1,000 Mcf a
month. This policy will result in 317 large usets‘ ex-
periencing most of the curtazlment.

Those expected to be most severely affected in Ohio are
greenhouses; grain dryers; and food-processing, glass, brick,
ceramics, fertilizer-manufacturing, steel, and nonferrous
metals industries. Our contacts with 11 end users in some
of these industries confirmed statements by the distributors
that most large users would be able to offset the impact of
gas curtailments by using altarnative fuels and that the
impact would be greater for the smaller industries.

FPive companies manufacturinmg glass, chemical, and steel
products and having from 900 to 27,000 -employees will be
curtailed from 30 to 100 percent, vet none of them are pro-
jecting layoffs or plant shutdowns due solely to the curtail-
ments. All have been alerted to the projected curtailments,

“and most have firm contracts for z2lternative fuels, Two of
the firms have considered buying gas direct from producers,
if possible, as authorized by FPC Order 533. (See p.- 36.)
The two biggest problems they see are potential limitations
on their alternative fuel supplies {which could cause layoffs
‘or shutdowns) amd the incressed cost of these alternative
fuels. The added costs, shich range from 200 to 400 percent
more than current gas prices, w:ll be passed on to the con-
sumetr whenever posszble.

The difference in industfiai firms' abilities to pass
on the higher costs of alternzative fuels to consumers is
;
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dermonstrated by the two chemical companies in the Cincinnati
atea. Both firms have alternative fuel supplies. One
estimates its fuel costs will increase by 225 percent, or
$8,000 & day. This company plans to pass on these increased
costs to consumarsg by increasing its prices. The gecond
company estimated 1ts fuel costs would be four times higher
than equivalent guantities of natural gas. This company,
however, was not sure it could pass on the incressed costs
to consumers beceuse of the competitiveness of the chemical
industry in the area in which the company operated.

Dayton Flexible Products, with about 500 employces; the
Dayton Porging and Heat Treating Co., with about 250 em-
ployees; and Commercigl Heat Tresating of Dayten, Inc., with
35 employees did project problems with curtailments., These
companies require some gas to stay in business, although they
can use 0il for certain operations. The additional cost of
oil is more difficuit for them to absorb or pass on than the
big companies and rmay affect their operations. Dayton Plexi-
ble Products, plans to transfer 10 percent of its oberations
out of State with the loss of about 130 jobs in Chio. It
is now anticipating & 2-week shutdown with additional shut-
downs if propane is not available. The Dayton Forging and
Heat Treating Co., has a firm fuel-oil contract through
March 1%/6 but needs some gas for processing. If either
fuel is not available, operaticns could be reduced by 1S
percent or more.

If curtailment levels do not ex~~2d current projections

vané if zVternative fuels remain available for those companies
-that can use them, Ohio should not be too severely impacted.

this coming winter. Although some small compznieg may be
seriously affected, the economic impact is not expected to
be great for the State as a whole. Additional cas supplies
may be made aveileble if industrial users sre able to rego-
tiate directly with producers for gas. The extent to which
this is being done and the effect it will have is not knownr
at this time.

Pennsylvahia

Préjected firm curtailment for 1975-76

stated as a percent of reguirements . 22.1
Percent of total State reguirements

‘furnished by pipelines surveyed ) 64.3
'Percent of curtailments attr1butable to

pipel;nes surveyed 90.3
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‘storing liguefied natural gas and propane as supplemental

BEST DOCURENT AVAILABLE

Percent of curteirlments attributable to
distributors contacted» ‘ 68.C

We contacted 5 of the 24 distributors receiving natural
gas from the pipeline companies surveyed and S5 industrial
end users.

Two of the distributorgs, Philadelphia Electric Co., and
Philadelphia Gas Works, serve the Philadelphia area in eact-
ern Penrs' vanja. The Philadeliphia Electric Co., is pro-
jecting a shortfall this winter scason of about 10 percent,
or 4.3 Bef, which is four times thc shortfail experienced

~during the 1974-75 gexzson., Philadelphia Electric stopped all

deliveries to interruptible-service customers in Seotesber
1974 and began curteilments to four major industrial custo-
mers on firm-service contrects in January 19%75. Philadelphia
Electric identified a total c¢f 20 fire industrial customers
that may be affected by curtailments during the 1975-76 gea~
son. Companiegs projected for possible curtailment were se-
lected on the basis of FPC‘'s nine-point priority system,

To help offset the projected curtailments, Fhiladelphia
Electric Co., officials told vs they 2re planning to buy

24 million gallons of propane at $4 a Mcf and any available
surplus natural gas trom the Algoncein Gas Transmission Co..
for $5.34 a Mcf, to supplemeat their regular pipeline de-
liveries. fThese higher costs will be passed on to Phila-

~ delphia Electric's custonreérs.

The Philadelphia Gas Works is expecting & 2l-percent
curtailment by its suppliers for this winter season but is
not expecting to curtail any firm customers. The cozpany's
extensive investments in oil gas, propane, and licuetied
natural gas facilities will preclude curtailments, except toc
interruptible customers. The economic impact of the curteil-
ment is expected to be minimzl, but the use of the more exven—
sive alternative fuels will increase costs to its customers.

The United Gas Improvement Corporation, serving the
Barrisburg, Lancaster, Reading, and Lehigh areas, initially
planned to impose a proportionate curtailment of about 42
percent on 450 of its 1,244 industrial customers that use
more than 30 Mcf of gas a day. Subsecuently, the corporz-
tion's analysis of its allocation plan resulted in lower cur-
tatlment levels during the winter heating season, at least
for two companies we contacted. 1Its 97 interruptible cus-
touers have been terminated and its noncritical customers
(those with alternative fuel capabilities) will be curtailed
until reguirements match avasilable suoply. Under this plan,
every firm custemer will get some gas. The corpeoration has
no storage facilities for natural gas but is buyinc and’

wcan o ¢
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supplies. Corporation officials are also working on transter
a rangements with small intrestate gas suppllers for addi-
tional natural gas. A corporation official teld us that,

if all the variableszs that affect fuel supplies turned out
right, it could be cauoht with excess fuel supplies this
winter.

Carnegie Natural Gas Co., and Columbia Gas of Pennsyl-
vania, Inc., serve as distributors in the Pittsburgh ares.
United States Steel Corporation takes 90 to 95 percent ot
Carnegie’*s supply and is, in effect, a direct user from the
pipeline company. U.S. Steel's curtailment levels range trom
37 to 87 percent and could reach 100 percent this winter.
Although U.S. Steel otticials chose not to discuss the matter

. with us, a Carnegie official said U.S. Steel wmight be forced

to close down some of its works if gas were completely cur-
tailed, but he could give us no specific data. The remaining
5 percent of Carnegie's supply goes to 4 small industrial and
4,900 residential znd commercial customers, none of which
will be curtailed, J:zlumbia Gas of Pennsylvanis, Inc., is
projecting the same Z28-perce~t curtailment that Columbia

Gas of Chio is proiecting. However, this is being applied
against the larger industrial users, as svidenced by the
large curtailments to Lukens Steel Company ana the Jones-
Laughlin Steel Co. -

The reacticns to thé projected curtailments by end users

‘we contacted varied according to their particular situation.

Cne user--an alcocholic beverage company--was on a3n inter-
roetible~-gervice contract, and it is being curtail g 109
percent. However, the beverage company has the capability
for using vil, gas, and even coal if need pbe. Use of alter-
native fuels will increase production costs as much as 20
percent, which may affect sales levels. The company is
planning no lavoffs; it may reduce operations, but only

‘because of the economic situation.

An aluminum'plant served by United Gas is totally de-
pendent on gaseous fuels and caniot substitute fuel oil or

-coal. The 43-percent curtailaent initially projected by the

corporation would require reducing plant temperatures to
38°P to 40°F and laying off about 125 enployees. However,

- the corporation's current projected curtailment is down to

about 26 percent. ‘‘nich should improve the situation. Sub-
stituting propane for natural gas is not necessarily a viable
alternative. Even if the plant could buy propane and have

it converted to gas, the high cost (about $3.02 a Mcf) would
result in the plant's losinag money during the time the gas
was being used, since the. incressed costs could not be passed
on because of the pl;nt'ﬁ.ccmpetitive situation.
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The curtailment effect on steel manufacturers appears
to be dependent on the type of product produced. Speciality
stee]l products producers, like the Cargenter Technology Cor~
poration, need gas to meet quality assurance standards, al-
though they are converting operations to oil wnerever pos-

gible., If gas supplies are not curtailed more then 25 percent,

normal operations can continue, Higher curtailment levels,
such as the projected 38-percent curtailment, could cause
certain products to be eliminated from production.

Lukens Steel Company specializes in manufacturing steel-
plate and quality control in the heat~treating process re-~
quires gas. Lukens is a firm customer of Columbias Gas of
Pennecylvania, Inc., but expects about a 60-percent curtail-
ment this winter. Lukens can substitute oi)l for some opera-
tiong but cannot pass the increased cost on to its customers.
Plant operations can continue if curtailments do not exceed
40 percent, as was evidenced by last year's experience when
no layoffs or shutdowns occurred at that curtailment level.
Lukens has applied to FPC for approval «to-.purchase additional

‘gas supplies direct from producers.

The Jones and Laughlin Steel Corp., is representative
of large integrated steel manufacturers. Natural gas is con-
sidered a "swing-fuel;“"--used whenever it is available--and
accounts for only about 16 percent ¢of Jones and Laughlin‘'s
energy needs. Other fuels used are coke-oven and biast-
furnace gas, tar, and coal., Even with a projected gas cur-
tailment of 70 percent, Jones and Laughlin do not foresee
any plant shutdowns :c¢ any layoffs among its approximately
30,000 employees. . :

It appears that Pennsylv-nia's industries, as a whole,
will not be too severely impacted -this winter if alternative
fuel supplies are available. The increased costs of using
alternative fuels will be the big factor in the economic

‘picturz, both for companies that mu t absorb these costs and

for consumers in the marketplace. /
New York

Projected firm curtailment for 1975-76
stated as a percent of requirements 18.4

Perc nt of total State reguirements
furnished by pipelines surveyed 44.4

-Percent of curtailments attributable
to pipelines surveyed . 87.2
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Percent of curtailments attributable ; ‘ o
to distributors contacted 9.2 : .

New York is unicue among the eioht States surveyed (n
that overall, the State :'. exvected Lo get more gas thig
year than last year. Bowever, the Hew York City metronoii-
tan grea and southeasterpn Hew York will be getting less gas
this year. 7These arecas are served by three of the four pipe-
lineg included in our survey. From the eight distributors
supplied natural aas by these three pipelines, we contacted
four of the larger companies. We algo cortacted 13 end-user
customers of the 4 distributor cempanies.

Comments oy distributor representatives varied as to the
possible consequences of natorat 9as curtsilment thiy season.
Brooklyn Union Gas Co., officials said actual curtsilment
figures would not be available until Hovember 1ls, 1%/5, Dut
felt it would be twice the amount curtsiled last vear. They
foresee a posaible Ll0J-percent curtailment of intcrruptible
customers, as was the case last year, and they may also cur~
tail 90 to 100 firm industrial customers for the first time,
They are currently negotiating for additienal supplies to
prevent the latter curtailment,

Consolidated Edison Company of New York, Inc., is pro-
jecting curtailment only to its intecruptible customers
who have alternative fuel capability and does not expect
the impact to be too severa. Colusmbis Gar of Kew York, Inc.,
cut off all gas to industrial users last year but has sub=~
mitted a revised curtailment plan for this seascon. Under
this plan all deliveries would be cut to large industrial
users and the small industrisl asnd commercial users wouid

~ be grouped together and curtailed 30 percent.

The Orange and Rockland Utilities, Inc., offered little
information on current curtailment plans. It did say they
were able to meet all firm customer requirements and that
interruptibles had been reduced by only 30 percent last yesr.
Brooklyn Union Gas Co., was the only distributor that in-
dicated steps had been taken to develop supplerertal storage

_ capacity and & synthetic natural gas plant.

. Of 13 end users contacted, 9 had interruotible<service
contracts and all had been curtailed in the past. No layoffs
or shutdowns could be attributed to curtailments because al-
ternative fuels were available, althouch at a higher price
than gas. Several of the end users expect heavy curtailments,
but if alternative fuels are available, the situation will
generally be the same. Although no layoffs are ap icipated,
some could result because of the high cost of fuei oil. One
hospital with an expected 39-percent curtailment, expressed
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concern over having encugh alternative fuel to continue
providing full services.

Mne customer of Consolidated Edigon has both firm and
interiuptible service and hzs had no problem thus far. The
company could use oil as an alternative fuel, if necessary,
but officials felt that the cost of oil was too high and
that they would probably lay off their 1,250 employees if
gag was not available.

We contacted three f£irm contract customers who are
expecting & 100~percent curtailment this winter of gas used
in manufacturing operations. Alternative fuels were used
last year to avoid lavotfs, esnd the companies are attempting
tc do s0 again this year. Their success will depend on the
avajilability of fuel and the price they have to pay. One
company said that it had passed on the increased cost of
fuel oil to its customers.

About 23 percent of New York gas congumption is by
vtilities and industries. The three largest gas-consuming
industries: primary metuals; stone, clasy, and glass; and
food, account for about S50-percent of all industrial use.
However, the employment impact of curtailmentg is not likely
to be large because only about 3.4 percent of total eamploy-
ment s in these three industry groups.

New Jersey
‘ Trojected firm curtailment for 1975-76 .
stated as a percent of reguirements 32.7

Percent of total State requirements
furnished by pipelines surveyed - 95.9

Percent of curtailments attributablas
_to pipelines surveyed ) 99.6

Percent of curtailments attributable / :
to distributors contacted 81.5 . ;

During ocur survey we contacted three of the eight dis-
tributcrs serving New Jersey. We also contacted nine indus-
trial end users served by these distributors and discussed

“curtailment consequences with cozpany personnel,

The greatest impact of gas curtailment in New Jersey is
projected to occur in the southern part of the State where
Transcontinental Gas Pipeline Corporation (Transco} is predic-
ting curtsilments up to 52 percent for this winter. Two gajor ‘
-industry gas consumers-~the glass and chemical industries-- : !
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are both located in southern Hew Jersey and have limited
cepability for switching to alternative fuels. The glass
industry uses 23 percent of its consumption as a process
fuel, and the chericel industry uses 21 percent @5 a process
fuel and feedstock.

South Jersey Gas Co., which serves the southern zares,
has curtailed all interruptible customers 100 percent. The
‘company believes it will be able to meet its firm require-
ments by purchasing liguefied natural gas and synthetic
natural gas for resale. Eowever, the higher prices for these
supplemental fuels will have to be passed on to the consumer.
A South Jergey Gas Co,, offficial informed us that if these
alternative fuels are not available for firm customers, most
of the 19 largest customers would be forced to close. Esti-
mated direct and indirect unemployment for such shutdowns
is 25,000.

T™wo of the distributors serving mainly the northern part
of the State proiected much less impact from the curtailiment,
Public Service Electric end Gas Co., stated that, of about
4,000 industrial customers only 85 on interruptible-service
contracts would be curtatled. For some of these companies,
the interruptible curtailments and resultant higher alter-
native fuel costs, may result in layoffs and shutdowns.
Elizabethtown Gas Ccmpany is expecting a less severe cur=-
tailment than projected, with the impasct lipited to inter-
ruptible customers. They did not know how much the actual
curtailment would be. Elizabethtown Gas Comoany has re-
quested FPC approval to contract directly with producers
for additional gas supplies.

. We contacted four customers of South Jersey Ges Co.,
for further assessment of curtailment effects. Three oL
these customers produce glass and one produces materials for
can manufacturers. All four are on firm contracts. One of
the customers, the Owens-Corning glass plant, also has an
interruptible~service contract whk'ch has been curtailed for
over a year, but it has been able to use oil as an alter~-
native fuel. Only one of the cu:t*omers has been curtailed
on his firm contract and that was only for several short
periods.

) All three glass companies have alternative fuel supn-
-plies if natural gas is curtailed. These alternetives, how-
.ever, would not be sufficient to keep two of the plents op-

erating at full capacity if large curtailments were imposed,
but the Owens-I!lincis, Inc., of Glassboro, has a propane

system that would enable it to continve full-time operations.
The additional cost of using propane would have to be passed
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on to its customers., Collactively, the three glass plants
have about 3,000 employees.

Del Monte Foods, the other cugtomer contaced, has re-~
ceived no indicaticn of curtailment for this year but has
contracted for supplemantal supplies of propane as & pre-
cautionary measure., Del Monte uses 100 percent of its gas
for production and can substitute only a certain percentage
ot alternative fuels. Del Monte officials said that, because
of contract commitments for ite products, curtailments re~
sulting in decreased preduction could affect industries in
New Jersey, Puerto Rico, and Hawaii, resulting in layoffs
and possible plant closures.

End«use customers on firm contracts with the other
two distributors generally reported they saw no problems
due to the curtallments, Customers with additionel inter-
tuptible-service contracts have had deliveries curtailed,
but alternative fuels have been available.

. Tha New Jersey Shale Brick Corp., is one company with
only an interruptible-service contract. A 180-day curtail-
ment last year nearly forced the company out of business; if

" the curtailment projected for this year materializes, the

company may have to close down and lay off its 100 employees.,
Maryland-D.C,

Projected firm curtailment for 1975-76 )
stated as a percent of reguirements 28.2

Percent of total State requirements ,
furnished to pipelines surveyed 8.9

Percent of curtailments attributable )
to pipelines surveyed ) - 99,7

Percent of curtailments attributable
to distributors contacted . 88.2

In the State-of Maryland we contacted one distributor
with projected curtailment this winter of 88.2 percent of
the State total. We also contacted six industrial end users

of the one distributor and discussed curtailment conse-

quences with five of them.
1 i
Officials of the Baltimore Gas and Electric Co., said
that they did not anticipate any major problems this heating
season due to gas curtailments. | Interruptible customers may
be curtailed 100 percent, but this is contingent on the
geverity of the winter. galtimore Gas and Electric does not
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anticipste curtailing any firm customers, but, if natursl
gas supplies are insufficient for these customers, it plans
to supplement such supplieg with liguefied natural gas.

Although Baltimore Gas and Electric has a policy of pro-
viding interruptible service to only those customers with
demonztrated alternative fuel capabilities, it gave usz a
list of six large interruptible customers whe mey exverience
difficulty this winter.

He were able to obtain assessments of the possible cure
tailment effects from five of the six companies. One glass
company representative said he preferred not to discuss the
matter with us. Two of the remaining five companies were
not expecting any shutdowns or layoffs due to curtailments.
The other three companies, Diamond Shamrock Chemical Co.,
Glidden Durkee Division of SCM Corp., and Crown Cork and
Seal Co. Inc., were uncertain at this point, with the crit-
ical factor being the availability of alternstive fuels

-needed for production processing. The Diamond Shamrock

Chemical Co., reported laying off 12 to 15 employees last
year and expects a similar or worse situation this year. It
does not expect a total shutdown, however, for its 200 em—
ployeas,

All five companies expressed concern over the additional
cost of using alternative tuels. One company currently pays
$§0.51 2 thousand cubic feet and using another fuel will
raise this to $1.97 a thousand cubic feet.

Four of the five companies are attempting to purchase
gas directly from producers to provide a source of cas other
than Baltimore Gas and Electric. Ffinal action had not been

.taken at the time of our contacts.

Vitginia

Projected tirm curtailmwent for 1975-76 /
stated as a percent of requirements 33.3

Percent of total State requirements
furnished by pipelines surveyed 93.9

Percent of curtailments attributable
to pipelines surveyed 94.0

Fercent of curtailments attributable
to distributors contacted 57.4
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Pwo of the eight distributors supplied by Virginia‘'s
two interstate pipeline companies and four industrial end
userg were contacted,

The Commonwealth Natural Gas Corporation of Virginia,
is the State's biggest distributor. However, it differs
from most distributors in that it has only six customers-—-
five utility companics that are themselves distributers and
one industrial erd user, A Commonwealth official said that
all customers were affected by the 1974-75 curtailment ang
that all would be curtailed to some extent thiz year. All
six customers have firm-serxvice contracts and twe have inter-
ruptible~service contracts, The Virginia Electric Power Co.,
will require about 13 Bcf and will get sbout 8 Bcf, The
Allied Chemical Corporation needs about 5 Bef and will det
about 3.5 3cf. It does not project any serious impact on
its operations other than higher production costs as it has
arranged for supplemental supplies of oil and synthetic
natural gas. Commonwealth operates a plant to make synthetic
natural gas wniech will help some, but its output is limited
to 4.5 Bcf at a cost of $4 to $4.50 a thousand cubic feet,

The city of Danville requires about 2.1 Bef this winter,
and it is projected that it will get only about 1.6 BCf==
encugh for its residential, commercial, and most small in-
dustrial users. The 0.5 8¢f shortage will result in l00-~percent
curtailment of Danville's four major industrial plants which
ioliectively employ nearly 10,000 of Danville's 4G,000 popu-
ation.

. Two of the four plants, United States Gypsum Co., and
Gocdyear Tire and Rubber Co., Inc., can largely conveit

-to oil. In addition, Goodyear has its own propane plant.

A U.5. Gypsum official said that gas must supply a minipum

of S5 percent of its energy needs to operate even though 95
percent of its needs are met with o0il. Dan River Mills, Inc.,
needs 2 million cubic feet of gas a day for 6 days a week.
They have contracted directly with producers for 1.2 million
cubic feet of this and have also arranged for supplemental

" supplies of 1.5 million gallons of propane if FEA will au-

thorize jits use. Even with these supplies, Dan River Mills
will have to operate on a shorter workweek and may have to
eventually close down if additional supplies are not avail-~
able. The company employs about 9,100 people.

The Corning Glass Co., may have to close if gas that is
critical for certain operational processes is not available.

‘The coapany has purchased 600,000 gallons of propane which

will supply one-third to one-~half of its needs, but this is
not sufficient to continue operations without natural gas. .
Corning Glass Co., is trying to buy gas from producers in
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Texas and Louisiana. If this is not successtul, the comoany
will have to close down. The company has about 500 employees.

Although the stone, clay, 2nd glass industry and the
paper and textile industries account for 50 percent of total
industriazl gas consumption in Virginie, they employ only
about 6 percent of total State employment. Therefore, ex-
cept for the specific areas mentioned, the employment impact
of gas curtailments is not expected to be too severe., It
curtailments exceed expectations, some small and medium
commercial industries with no a2lternative fuesl capabilities
may shut down rather than pay conversion costs.

North Carolina

Projected firm curtailment for 1975-76
stated as a percent of reguirements 52.6

Percent of total State requirements
furnished by pipelines surveyed 106.0

Percent of curtailments attributable
to pipelines surveyed +  100.0

Percent of curtailments attributable
to distributors contacted 91.9

Transco is the only interstate pipeline serving North
- Carolina, and we contacted three cf its nine distributors
for the State. Eight customers of these distributors were
also contacted.

Rorth Carolina is expected to be the area hardest hit
by this year's curtailment. Transco is projecting the largest
curtailment of the tour pipelines included in our survey.
In addition, 64 percent of North Carolina‘'s gas consumption
. is by industry--generally a low-priority classification~~with
about 20 percent of its total work force in textile indus-
try; chemicals industry: and stone, clay, 2nd qlass indus-
tries; all natural gas consumers.

) Althocugh gas curtailment is expected to be considerable,

the severity of the impact on the economy will generalliy de~

pend on the availability of reguired alternative fuels and

winter weather conditions. The three distributors we con-

tacted have a number of commercial and industrial customers

with interruptible-service contracts which will be curtailed

100 percent. Many of them have the cepability to use other

fuel, if it is available. For example, the Piedmont Natural

Gas Co., has 519 industrial and commercial customers who have
interruptible-service contracts and projected curtailments v
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of 100 percent. Ecuipment for burning other fuel is avail-
able at 513 of these companies, but 385 need number 2 fuel
oil, and deliveries may not keeo up with demand. The Pubiic
Service Coc. of North Carcolina, Inc., has 269 interruptible
customers, and all have alternative fuel facilities and
standby supplies.

The qrestest impact will undoubtedly fall on the com-
mercial and industrizl customers with firm contracts which
will be curtailed but which do not have facilities to use
other fuels., Pledmont Hatural Gss Co., reported 200 firm
industrial and commercial customers that it expects to cur-
tail, although it does not know the exact level of such cur-
tatlment. Five or six of these customers can use propane,
but the remainder have ro alternative fuel capability. The
Public Service Co., on the other hand, exzxpects to curteil
some of its 13,217 commercial customers with firme contracts by
a2 maximun 25 percent, and only 28 of these are without alter-
native fuel or facilities for burning other fuels. Public
Service Co.'s 409 firm industrial customers are projected
for a 74-percent curtailment, but 320 have alternative fuel
and facilities. Of the remaining 89 customers, 35 are par-
tially equipped to switch to other fuel but 54 have no al-
ternative fuel capability.

North Carolina Natural Gas Corporation was not certezin
as to what curtailment levels would be imposed and orovided
little other information. It reported firm contract custo-
mers were curtailed nearly 36 percent last year and estimate
sech curtailent would be about &7 percent this year. The
company has 180 interruptible customers which will be cur-

- tailed 1l00-percent and 250 large firm industrial customers .
which will experience some curtailment. No impact assessrent
was provided by company officials,

- Seven of the eight end users contacted are located in
North Carolina. The eighth company, a textile firm, is in '
South Carolina but gets it gas from Piedmont Natural Gas. -
This textile company is on an interruptible contract but has
no alternative fuel supplies. The only alternative fuel
that the company can use is propane. If the curtailment is
too severe, the plant will close leaving its 3,200 workers
unemployed.

Three of the seven North Carolina companies contacted
have interruptible-service contracts, three have firm con-
tracts, angd one company has both types of contracts. Only
one company has made firm arrangements for alternative fuel
to avoid a shutdown, although three other companies have
tried to obtain propane or supplemental supplies of natural
gas directly from producers. Two brick companies on inter-
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ruptible-service contracts can use oil for fuel but only by
sacrificing product quality. One of these brick companies,
employing 100 people, is expected to close down and lay off
75 people rather tnan use an alternativée fuel. The Laurens
Glass Works is expecting at least a 25-percent curtailment
of its firm contract, and company officials predict that
layoffs among their approximately 600 employees will gen-
erally equal their curtailment levels. The Cannon Mills

Company, with azbout 18,000 employees, is on & firm contract

with no alternative fuel capability. The company was re-
luctant to provide any specific information but did indicate

.4 possible plant closure if natural gas is not available.

The general tenor of comments by company officials with
fire contracts is that they are uncertain as to curtailment
levels and that planning is difficult. Their companies are
generalily not equipped to switch to alternative fuels, and
some layoffs or plant closures are anticipated if curtail-

" ments become too severe. Only one of the three companies on

firm contracts was curtailed last year, and it finally re-~

ceived some supplemental suppli¢s to avoid a shutdown. All
four interruptible companies were required to shut down or

reduce operations pe:ause of last year's curtailments,

The greatest economic consequences are projected to
fall in the central (Piedmont) area, coincident with indug-
trial and population concentration. Even though extensive
unemployment may not result from the curtailment, North
Carolina's recovery from the economic recession may be
slowed if curtailments reach the projected levels.

South Carelina

Projected firm curtailment in 1975-76 ~
stated as a percent of requirements 17.3

Percent of total State requirements ) .
furnished by pipelines surveyed 32.1

Percent of curtailments attributable
to pipelines surveyed 10G.0

Percent of curtailments attributable
to distributors contacted . 74.7

In South Carolina we contacted four of the nine distri-
butors for Transco and one industrial firm purchasing nat-

ural gas direct from Transco for its own use. We also con-
tacted five end-use customers of the four distributors.
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South Carolina receives about three-fourths of its gas
supply from Southern Natural Gas Co. -However, we did not
include this company in our survey as it was projecting no
curtailrnts to firm customers for 1975~76 and only about
a 24-percent curtailment for its interruptible customers.
As a result, our overall assessment is that South Caroclina
wiil not suffer a severe economic impact from the curtail~
ment. Any impact is expected to be in the northwest part
of the State. This area, served by Transco, has a concen-
tration of textile companies as well ag chemical industries
and stone, clay, and glass industries, The northwest area
accounts for about 40 percent of the total State employment.

The four distributors told us that interruptible cus-
tomers will be curtailed 100 percent, although one distri-
butor indicated it might have some gas for interruptible
customers. . All distributors reported that their interrup~
tible customers had alternative fuels available. Two dis-~
tributors expect some curtailment of firm customers, and one
of the two projected curtailments for commercial users.

Some layoffs and plant closures are predicted.

Three of the five industrial end users contacted told
us that they had been notified of the projected 100-percent
curtailments of their interruptible gas supply and that they
had¢ arranged for alternative fuel supplies. They do not
anticipate any layoffs and/or reduced production. The other
two companies, a glass company and a brick company, said
they could use fuel oil for some purposes but that natural
gas was required in the production process. The glass com-~
pany employs about 600 workers, and layoffs will be pro-
porticnate to amount of gas curtailed. Last year about
325 employees were laid off., The brick company representa-~
tive said that about 100 of its approximately 150 employees.
would be laid off on a short-term basis if a 100-percent -
curtailment occurred. ’

The Owens-Corning Fiberglass Corporation plant at
‘Anderson buys direct from Transco and employes about 1,200
hourly employees. Last year it was curtailed about 35 per-
cent during the winter and layoffs averaged about 40 percent,.
Its projected 100-percent curtailment for this winter could
mean the plant will close and lay off its 1,364 employees
until gas is available. Owens-Corning has no alternative
fuel, and natural gas is used in every phase of its pro-
cessing cycle. It has applied for approval to buy 600 Mcf
of gas a day directly from gas producers.

Last year's -natural gas curtailment did not have a
major effect on Soutn Carolina industries, primarily because
economic activity was reduced. Industries were operating at
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only 40 to 60 percent of capacity. With an impreved economy
this year, recovery could be slowed somewhat, particularly
in the area secved by Transco.

" Views of trade asscciations

Historical information about last year’s natursl gas
consumption shows that, within the eight States covered in
our survey, industries which arz included in the following
standard industrial classificatiors were heavy users: food
and kindred products; textile mill products: chemicals and
allied products; stone, clay, glass, and concrete products:
and primery metal industries. -

To obtain assessments of the impact of natural gas cur-
tazilments on the industries within these classifications, we
contacted national trade associations that cepresent these
industries.

Food and kindred products

Within this classification we contacted 13 trade associ-
tions. Industries in this classification are engaged in pro-
ducing the following products: meat and dairy products:
canned and preserved fruits and vegetables; grain mill pro-
ducts; bakery products, sugar, and confectionary vroducts;
fats and oils; beverages; and miscellaneous food preparations
and kindred products.

Renresenatives of these 13 trade associations told us
that they haé not made any indepvndent industrywide assess-
ments of the impact of natural gas curtailments on their
member industries. A representative of the National Grain
and Feed Association told us that the impact could be severe
if member companies did not get natural gas fcr their primary
need--drying corn. However, a representative of the National
Corn Growers Association told us that this would not be a
problem this year because the corn crops matured faster as
a result of unusually hot weather and the drying process
will be completed before November. Therefore, corn dryers
will not have to compete for natural gas-during the heating
season. .

With one exception, none of the individuals contacted
at the associations identified specific member companies
that had experienced business interruptions or expected
problems with shutdowns and lay offs this winter because of
the unavailability of natural gas. A rember of a meat pro-
duct association identified a meatpacking company in Ohio
facing possible lay offs because of natural gas curtailments.
This company has 1,100 employees, and the company president
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indicated a potential plant closure during the coldest parct
of the winter if the gas supply is curtailed 100 percent.

At least 5 percent of the company‘'s energy needs must come
from natural gas, and without this amount, the plzat cannct
continue operations. Represenatives of two meat product as-
sociations told us that if member companies had to use alter-
native fuels, it would have a major impact on their pro-
duction costs and the resultant cost to consumers. -

Textile mill products

The industriasl classification of textile mill preducts
includes the following types of companies: fabric mills;
knitting mills; floor covering mills; dyers and finishers of
textiles, except wool fabrics and Knit goods; yarn and
thread mills; and manufacturers of many miscellaneous types
of textile goods.

: We contacted Zour major trade associations in this in-
dustrial classification. Overall, the associations had not
done a great deal of work in assessing the impact of natural
gas curtailmants on their member industries. A representa-
tive of the American Apparel Manufacturers Association, Inc.,
told us that it wes making a study of the natural gas short-
age in the textile industry, but were unable to supply us
with any information at that time.

The American Textile Manufacturers Institute, Inc., has
surveyed members on the problems associated with natural gas
curtailments. The Institute has not identified any specific
layoffs or sh-tdowns associated with curtailments this win-
ter. A representative of the association told us, however,
that several member .companies would be curtailed this winter,
and the resulting use of more costly alternative fuels would
have an adverse impact on cost of goods sold. In addition,
the representative noted that the industry was recovering
fros the recent recession, and that the natural gas shortage
would happer the industry's ability to put people back to
wo:k and expand their operations.

Chemicals and 2llied products

~ The industry classification of chepicals and allied
preducts includes the following types of products: indus-~
trial inorganic chemicals; plastics materials and synthetic
. resins, synthetic rubber amnd synthetic and other manmade
fiber, except glass; drugs; sozp, detergents and cleaning
preparations, perfumes, cosmetics, and other toilet pre-
parations; paints, varnishes, lacquers, enamels, and a2llied
~ products; iandustrial organic chemicals; agricultural chemi-’
cals; and miccellaneous chemical products.
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Of the seven traac associations we contzcted 'in this
industriasl classification, only one, the Fertilizer Insti-
tute, indicated thet it had k.:en studying the natural gas
curteilments on a continu’ng basis. The institute is pre-~
dicting that over 530,000 tons of ammonia production wiil
be lost during fiscal year 1976 becsuse of natural gas cur-
tailments. &an official of the DPepartment of Commerce told
us that the Department is predicting 670,000 tons of lest
ammonio production due to curtailments. Commerce's estimate,
hewever, translates into only a 4-percent loss in total pre-
duction and no specific shutdowns or layoffs can be ident-
ified in association wirh the production cutback,

Stone, clay, glass, and concrete products

Industries in the clzzsification of stone, clay, glass,
and concrete products include the following: f£lat glass:
pressed or blown glass and glassware; glass products made of
purchased glass; cement, hydraulic; structural clay products,
pottery and related products; coacrete, gypsum and plaster
products; cut stone and stone products; and abrasives, as-
bestos, and miscellaneous nonmetallic mineral products.

We contacted 1l trade associations representing com-
panies in this industrial classification. Only the Brick
Institute of America was able to give us an industrywide
assessment on the effects of natural gas curtailments this
winter. The Institute is pcedicting plant closings, unem-
ployment, loss of ccmpetitive position, loss of product
" output and in many areas, total loss of plants. In North
Carolina the Institute is predicting at least a 50-percent
redquction in product output with an sssociated 3,500 pecple
unemployed. The Institute also pointed cut that brick manu-
facturers are taking all possible steps to convert to alter-
native fuels ané to use fuel conservation measures. Sub-
stitute fuel, particularly oil, will increase substantially

costs which cannot be totally passed on to the consumers.

The Expanded Shale, Clay, and Slate Institute also in~
dicated continuing problems due to curtailments, but sup-
plied no hard evidence. 1In addition, a representative of
the Giass Container Manufacturers Institute, Inc., told us
‘that glass manufacturecs are having problems obtaining nat-
ural gas since they are usuvally on interruptible-service
contracts. He also indicated that glass industries in
New Jersey might have problems getting alternative fuels
that meet the State's air quality standards.

The associations we,contadtqd that represent companies
in the cut stone and stone products industry and the con-
crete, gypsum, and plaster products industry indicated they
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were not large users of natural gas in proportion te other
fuels and did not expect sericus problems,

Primary metal industries

Primary metal industries include: blast furnaces,
steelworks, and rolling and finishing mills; iron and creel
foundries; primary smelting and refining of nonferrous set-
als; secondary smelting and refining of nonferrous ametals;
rolling, drawing, and extruding of nonferrous metals; non-
ferrovs foundries (castings); and migscellaneous primary metal
products.

We contacted 14 trade associations representing indus-
tries in this group, Nome of the associations could give
any wpecific information abou’ shutdowns or layoffs among
their members this winter beczuge of natural gas curtail-
ments, although severszl identified members that were af-
fected last year. Contacts at several associations repre-
senting the steel industry told ug that members would be
seriously zffected by curtailments, but they had not sur-
veyed members to identify specific problem companies nor
" attempted to assess the overall impact. In addition, a
representative of the Aperican Foundryman's Society chac-
acterized ratural gas curtailments as a serious problem
to member companies, but predict:d no companies would be
shut down or have layo.fs because ¢f it. He also said that
additional cost incurzed through the use of altetnative
fuels would be passed on to consumets.

C PACTQRS INFLUENCING THE IMPACT OF
- PROJECIED GAS CURTAJLMENTIS

We discussed with FPC and PEA officials two factors
which must be considered when assessing the economic impact
‘resulting from the projected natural gas curtailments. These
two factors are (1) the availability of alternative fuels
- for consumers that can switch to alternative energy sources
ard (2) the effects of possible adverse winter weather con-
ditions. The results of these discussions follow,

Avajilability of alternative fuels

During our discussions with natural gas distributors
and end users, we found that most of the industrial com-
panies on interruptible-service contracts, and even a number
of compinies witn firs contracts, had the capability for
burning some type of fuel other than natural gas. Scme com-
panies are limited to using propane or other gaseous fuels,
but many companies can also burn fuel oil. A common concern
" expressed by industry represenatives, in addition to the
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increased cost, was the availability of these altezﬁatxve
fuels to meet their heating reguirements.

FeC officials said they did not aqather date 'n this 2rea
but relied on FEA to do this. FEA officials told ug thet tiney
were praparing a report on the availability of these alter-
native fuels and that by October 31, 1975, they should know
the ajaregate need for alternative fuels and th: projected
shortfazll, if any, in meeti.g consumer reguitrements. Tneir
preliminary findings on fuel oil and oropsne are as follows.

t appears that sufficient supplies of fuel oil will
generally be svailable nationwide, although some localized
shottages are possible due to transportation and distribution
problems. '

Propane Supplies at this time appear to be dependent on
continuing FPEA's allocatiosn authority. PEA officials zaid
that as long as they tetain this allocation authority for
domestic supplies of propane, they believe there will! be
gsufficient propane to meet the needs of users who recuire 2
gaseous-type fuel te continue operations. However, if PEA's
allocation authority expires and propane becones a free market
commodity available to anyone with no cuantity rcestrictions,
they are not certain what will happen to the propane suoply.

Effectsz of adverse weather conditions

Requirements for ratural gas supplies are based on pro-

jected customer usage under weather conditions normally
_anticipated uring the winter heating season. When curteil-
mente are required because of insufficient suprly, devisticns
from the ncrmal pattern can have sericus consecuences on pro-
jected curtailment levels. A current concern of FPC and FEA
officials is the possibility that the 1975-76 hesting season
may experience colder than normal temperatures. This would
result in increased demand for residential and corrercial
heating and further reductions in natursl gas for lower pri-
ority industrial users. FPC officials cautioned, however,
that the timing of the ccld weather, 23 well as the lower

_ temperatures, could influence gas curtailment levels and the
resulting economic impact. Unseasonably cold weather occur-
ring early in the winter would have a much greater impact

. than i{f it occurred late in the winter months. Pipeline com-
panies and distributors would be more inclined to draw down
on storace facilities late in the season to meet the in-
.creased doesand than they wmight be at the beqginning of the
winter. Unseasonably cold weather early in the year, then,
.could result in a much higher leval of unemployment and

plant closures than was indicated from our survey results,
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CHAPTER 3

MEASURES TAKEN TO EASE THE EFFECTS OF
NATURAL GAS C'IRTAILMENTS

Several actions have been taken by the Government which
should help to gase the effects of the natural gss shortage
caused by curtailments.

FPC PIPELINE HEARIRGS

On June 11, 1975, FPPC instituted public hearings on
the 14 pipeline companles with projected curtailments in ex-~
cegs of 20 percant of firm-gervice contract reguirements
during the forthcowing winter. These pipeline companies
account for 85 pecceat of projected deficiency for this wine-
ter as reported to the FPC by 4B interstate pipeline com-
panies, The hearings, which were still continuing as of
September 15, vere to determine, among other things (1) the
impact of curtasilments on direct industrial customers of the
pipeline, including the general alternative fuel gitustions
of thege customers, and (2} the impact on distribution com-
panies, with particular reference to the amount of curtail-
ment passed on o ultimate consumers and the general ability
of industrial ultimate consumers to absorb guch curtailments.

As a result of these hearings, FPC plans to determine
the adequacy of existing curtailment plans to deal with the
projected shortage this winter and, if necessary, to develop
contingency plans within the framework of the pipeline cur-
tallment program to allocate naturel gss supplies to essen-
tial priority uces. ~

As 2 result of the hearings that have been held, as of
September 15, £PC had identified alternative fuel defi-
ciencies for industrial customers of five of the 14 natural
gas pipeline companies which are significantly curtailing
their customers. An PPC official told us that efforts were
currently underway to develop coordination with FEA to assist
these industrial customers in obtaining the necessary slter-
native fuels. The FPC official also told us chat as a result
of the hearings, FPC hae found that most process and feed~-
stock users should have adequate supplies of gas during the
upcoming winter except in isolated instances which will prob-
ably have toc be handled through FPC's emergency relief pro-
cedures. Ag of September 15, some of the pipelines were
2ls0 currently formulating interim plans to attempt to solve
potential problea sitvations.
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LIMITED WAIVER OF FPC*S CCNTROL
oV Tadb GAS

On August I8, 1975, FPC issued Order 533, which, in

. effec.. waived part of its control over certain industries
whose ¢gas supplieg were curtailed by pipeline companies by
allowing them to go directly to field producers to negotiate
gas.putchases. The decision would allow the following natu=-
ral gas consumer to bypass distributors and interstate pive=-
line companies that normally supply their gas: large cop-
mercial customers (those using 30 Mcf or more on a peak day)
and firm-industrizl-requirements customers clagssified as
priority 2 er priority 3 (if the proposed uses would have
been in priority 2 and if the gas had been purchaged on 3
firm basis). Neither of these consumerc can have a techni-
caily feasible alternative fuel capability.

FPC pointed cut in the decision that implementing this
policy would not avert the ghortfall of deliversble natural
qas supplies, but would serve only to mitigate, to a limited
extent, imminent and deepening curtailments of natural gas
service, FPC has projected that this action could release
450,604,000 Mcf of gas to the interstate market for four
major pipelines (Texas Eastern Transmission Company, Pan~
handle Eastern Pipeline Company, Columbia Gas Transmission
Corporation, and Transcontinental Gas Pipeline Corporation)
if all priority 2 and priority 3 end users affected take
advantage of the order.

. To provide legislative support for this administrative
action and preclude possible c¢ourt action protesting the
order, H.R. 9409 was introduced in the 94th Congress on
September 5, 1975. As of September 15, 1975, no acti.: had
been taken on the biil. Other billa, similar in natver to
H.R. 9409, have been introduced for leagislative action, but
none of these have been enacted.

Although PPC officials did not rule out the possibility
of a court case, they felt that FPC acted within its juris-
diction under the Natural Gas Act and that a court challenge
would be unsuccessful.,

It is unlikely, however, that all eligible companies
will attempt to negotiate contracts because (1) many eligible
consumers are small-volume users and probably would have
.difficulty in arranging purchases from producers for these

~ limited quantities, (2) sowe eligible consumers may have al-
- ready converted to alternative fuels, (3} the availability
of intrastate supply to the interstate market will becore
more limited as industrial economic recovery accelerates, (4)
“time constraints between the adoption of FPC's policy and the
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; - ol
coming winter will further limit appli:=stion, and (5} court '
proceedings could possibly invalidate the order.

In additioen, FPC officisls said that intrastate pipe-
lines are impeding implementation of Order 533, because they '
are reluctant to sell gas that involves interstate trang- 3
mission facilities. They are afrzid they may eventually :
become subject to PPC jurisdiction by selling gas or trans~
mission services to out-of-State customers.

As of September 15, FPC records show that eight end
users had negotiated contractg with field producers for the
purchase of natural gas under the new policy. These con-
tracts ranged from a daily volume of 600 Mcf to 40,000 Mcf.
Hatural gas prices under these contracts ranged from $0.80
to §1.90 & thousand cubic feet.

PROVISIONS FOR EMERGENCY RELIEF

As an adjunct to its priorities-of-service system for
curtailments, FPC also issued Crder 467-A op January 15,
1973, which has the effect of granting to interstsate pipe-~
line companies the authority to respond by unilateral
action to emergency situations, including environmental
emergencies, during periods of curtailment in which supple~
mental deliveries sare recuired to forestall irreparable
injur: to life ¢+ »-perty.,

- In addition, in several instances PPC has granted
extraordinary relief from curtailment upon proof of irrep-
arable injury to the applicent pending formal hearina on the

"merits of the request. In the past, wnen extraordinasry re-~
lief has been granted, the applicant was given higher pri-
ority so that he might obtain needed gas. However, other
companies in the same or lower priority suffered increased

_curtailnent as a result, because only a finite "amount of gas
is availdle to meet the needs of pipeline custonmers.

The FPC actions are applicable only to natural gas
deliveries to customers by natural gas companies subject
to PPC jurisdiction. PPC has not sought to impose its cur-
tailment policies upon consumers when the supplier is an
intrastate pipeline company or a loczl distribution company.
Curtailment of naturzl gas deliveries in those circumstances
is subject to the auvthority of :espective State public util- ;
ity commissions. i : !

i .
i 1 L

ESTABLISHMENT OF NATURAL GAS DATA SYSTEM - . . P

: The Energy Resources Council e;tablished the Natural {
Gas Policy Contingency Task ﬁorce under the leadership of
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PEA, which will focus on the winter geason of 1975-76 and
which will provicde a preliminary forecast of the naturael gas
and associated econoric impacts based on a sample survey of
major producers, distributors, and users.

The preliminacry forecast concluded that:

--The shortage would increase by about 0.3 Tcf, and
this increment wag probably the most accurate meag~
ure of economic impact.

--The shortage was likely te be focused in about 10 to
15 States including those on the mid-Atlantic coast
(from Hew Yorkx tc North Carelina), and others, such
as Ohio, West Virginis, Pennsylvania, and Kentucky.

~-The potential economic impact was concentrated in
these States because the pipelines in those States
were least able to meet the demand and because indus-
trial vse in some of those States was highly concen~
trated. Local compunities within those States were
likely to feel an even greater impact when a factory,
which is a major employer, might be forced to shut
down or reduce output. :

Despite the last conclusion, however, FEA officials
were unable to identify ary specific factories or emplovers
which would be laying off employees or reducing output this
winter. By the end of Segteaber 1975, the FEA task force
also expects to have a report which will include a forecast
- of the shortage and econozic impact at regional State levels
 and a finalized cperational contingency plan for dealing with
- the shortage. .
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CHAPTER 4

EEVIROﬂHEHTAL IRPACT OF NATURAL GAS CURTAILMENT

Natural gas is the cle2nest ond most efficient primary
fuel frem the point of production to the peint of consump~
tion. It has been prefercred over other fossil fuels for @&
number of reasons including its clean-burning gualities and
the absence of waste disposal problems. These foctors have
resulted in many air quzlity advantages not associated with
cther fuels,

Curtailments of natural gas this winter could result
in a broad range of environmental consequences. End users
forced to convert to other, dirtier fessil fuels {(i.e., cosal
and fuel oil) are potential contributers to pollution that
#il]l lessen air quality. Due to the time constraints of
this study and the lack of data available pertaining to this
area, it is difficult for us to assess the degree of the
adverse environmental effects caused by natursl gas curtail-
ment. The Environmental Protection Agency and FPC have
done little tc assess this problem on a short-range basis.
This problem can be discussed in general terms with emphasis
placed on steps being taken to alleviate it during the 1575-76
winter.

IMBACT OP.ALTERNATIYE FUELS

Host of the companies we contacted indicated that pro-
pane, synthetic natural gas. fuel oil, or coal could be used

- a8 an alternative fuel. Propane and synthetic natural gas

are similar in quality to natural gas ard would not present
a pcllution problem, but their relatively high cost may
limit their use.

Conversion fros natural gas to cozl is possible only in
a2 limited number of industries. In converting from gas to
coal, complete new plant equipment would be required, as
well as storage facilities for coal that might exceed the
physical space available in many plants. An FPC official

"said that large increases in coal extraction could not be

accomplished in less than § years. He also said that most
large plants and electric utilities located in urban areas

"could not use coal because of the problems of storage, pol-

lution, and waste disposal. Additonally, be said that due

-to a shortage of coal equipment manufacturers, there was a

scarcity of the necessary equipment that large firms use to
convert coal to energy. This has resulted in a S-year delay
before most plants can convert to coal. Consequently, most

- plants that have started converting to coal over the last 2 -i,
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or 3 years will probably not be able to use ccal éé an al-
ternative fuel for the winter of 1%75-76.

0il, therefore, not only becomes the most viable el-
ternati.e fuel available to most industries for the current
heating season, but slso has the most potentizl for increas-
ing air pollution. However, the exact amount of pollutants
that would be 2dded to the environment because of the in-
creased use of cil is unrkpown, Variable factors, such as
the use of pollution control devices, the type of 0il used,
the type of industrial use, and the user location, would all
impact on any such computation. Histerical data does in-
dicate that not all curtailed volumes of natural gas will be
replaced with other fuels, and for part of the guantity that
is replaced, other nonpolluting gaseous fuels will be used
"in place of ecil products. On the basis of projected usage
levels and a range of oil guality, we have estimated that
for every 1 billion cubic feet of natural gas replaced with
oil, 15 to 128 tons of sulphur oxide and 0.2 ¢ 5.3 tons of
particulates could be emitted by users.

IMFACT OP EMISSIONS ON AMBIENT AIR QUALITY

Although it is not possible to pinpoint the actual
quantity of estimated pollutant emission, the Environmental
Protection Agency has attempted to demonstrate the effects
of emissions. 7The agency has developed diffusion-model com-
puter programs and has calculated the effects of emissions
on & typical eastern urban air quality control region. The
~chart on page 41 shows the result of the analysis.
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Althouch electric powerplants, which typicelly ere
large emission sources with tall stacks, contribute 54 per-
cent of all suvlfur-cxide emissions, they contribute only
2&~-percent to the ground-level ambient sulfur-oxzide concen-
trations., Industrial scurces, which are greater ir number
ard typically have smaller emission sources with shorter
stacks, contribute only 34-percent of 2}l sulfur-oxide enmic-
sions put contribute S5l-percent to the ground-level ambient
stlfur-oxide concentrations., Clommercial end residential
sources, which are greatest in number and typically consist
of many small sources with short stacks near ground level,
contribute 12-percent of the emissions and 2l-percent to the
ground-level ambient concentration.

The ¢#PC end-use natursl gas priorities, although devel-
oped primarily from a humen needs viewpoint, also promcte
maxinmum air quality. Smaller industries and commwercial and
residential facilities which are proportionately larger con-~
tributcrs te ambient ground-level concentrations of air pol-
lution, are given a higher priority for natural gas then in~
dustries wnere oil can be pcurned in large combustiom units
witn tell stacks, such a5 steam electric generaticn plents

amna latge industrial boilers.

MEASURES TO ALLEVIATE ADVERSE
BuvIkOnHENTAL 1IMEACTS

FLA has already taken a major step that will lessen
the environmental impact of natural gas curtailrents. On
September 4, 1975, FEA published regulations in the federeal
Register for the relaxation of restrictions on non=Canadien

- imports of propane and butane., The easing of restrictions

will allew indistrial consumers to import enough wropane and
butane to peet their current nceds. B8oth preopene and butane
are similar to natural gas and present minimal pcllution
problens.

FPC has set forth procedures for emergency and extra-
orginary relief from curtailment plans. Under emergency
precedures, pipeline companies may grant relief to prevent
irreparablé injury to life or property or to allevxete an

_ environmental emergency.

-On the other hend it is possible that Federzl and State
pollution regulations may be relaxed this winter, as they
have been relaxed in past winters. .This allows end users
to burn c¢oal ana hich-sulfur oils which will aad to the
pollution probleams.
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STUBIES .Ol‘i ENVIRONMENTAL IMPACT ARE LACKING

Heither the Envirommental Prote tion Agency nor FPC has
studied the effects of natural cas curtailments opn the en-
vironment for the upcoming winter, although FPC touched upon -
the subject in its environmental impact statements on che in-~
dividual pipelines. Officials of both agencies fe¢lt that too
many variables were involved (i.e., weather, sulfur content
of alternative fuels, curtailment plans utilized, and pol-
lution control facilities of the plants) to make accurate
projections of envigonmental impact.




" APPENDIX I APPENDIX I

e MINETY-FOURTH COMGRESS
O Congress of the Elnitel States
T et S Bouge of Bepresentatives

O ¥, SR Wk, COMMITTEE Of GOVERNMENT CPERATIONS
it 2157 Ragburs puse O Bullbing
kel Bashizgen, B.E. 20313

e e e July 26, 1975

The Honorable Elmer B, Staats
Comptroller General of the United States
wWashington, D, C. 20548

Dear Elmer:

The Conservation, Emergy and Naturazl Resources Subcommittee
has been investigating the severe natural gas shortage which
the nation is almost certain to experience this winter. On
June 12, the subcommiltee held a hearing at which witnesses
from the Federal Power Cozmission and the Federal Energy Ad-
ninistration testified as to the predicted extent of natural
gas curtailments fnr industrial users this winter and the
Federal government's proposed strategy for dealing with this
problem,

We are requesting you to undertake a two-part study for
the subcormittee. First, we would like you to give us ‘our
best judgment of the social, economic, environmental and
other consegquences that would result this wincer from natural
gas curtailments of the magnitude being forecast by the
Federal Power Commission. 1If possible, tell us specifically
what industries will be most severely impacted and vwhat
alternatives are available to them. This information would
be extremely helpful to us during the course of our current
investigation. It would be particularly valuable if you/
could supply this information for us as soon as possible,
even if this means that you would have to appropziately
limit the scope of your study.

Secondly, both the FPC and the FEA testified before the
subcommittee that the long-term answer to this country's
natural gas shortages is to derequlate the price of gas in
the interstate market. We regquest that, as a second phase
of a report to our subcommittee, you assess the social,
economic, natural resource and environmental impacts that

- would result if a decisiom were made to deregulate the price
of interstate natural gas. Among the questiors we would ask
you to address is how much additional natural gas would be
produced in the two years following a decision to de:egulate
that would be attributable to the resulting price increases
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2 - The Honorable Elmer B. Staats July 26, 1875

for intarstate natural gas. We recognize that such & study

would take a significantly longer period of time to scowsplish
than phase 1.

our staff will be happy to assist you in structuring
this study.

With best wishes, I am

~ cc: The Honorable William §. Moorhead
Chairman, Conservaticn, Bnergy, and
Natural Resourceg Subcommittee
Comnittee on Government Operations

The RBonorable Gilbert Gude

Ranking Hinority Member

Consexvation, Energy, and
Natural Resources Subcommittee
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CEST DOCUMENT AVAILABLE

ERRATA

To the recipients of the Comptroller General's report
to the Congress--The Economic and Environmental Impact of
Ratural Gas Curtailments During the Winter of 1975-76.
{B~181503) October 31, 1975:

Page number 44 should show the Minority Members of the
‘Bouse Committee on Government Operations as listed below:

Frank Horton, N.Y.

John N. Erlenborn, I11.

John W. Wydler, K.Y.

Clarence J. Brown, Ohio
Gilbert Gude, Mo.

Paul N. McCloskey, Jr., Calif.
Sam Steiger, Ariz.

Garry Brown, MIch.

Charles Thone, Nebr,

Alan Steelman, Tex.

Joel Pritchard, Wash,

Edwin B. Forsythe, N.J.

Robert W. Kasten, Jr., Wis. ' .
Wwillis D. Gradisen, Jr., Ohio oo

" Majority----225-5051 :
Minority--—-225-5074 B
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