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July 7, 1975

Morning Session

The second meeting of the Special Committee on Natural
Gas was called to order at 10:00 a.m., July 7, 1975, in Room
519-S by Chairman Harold Dyck. Introductory remarks were made
by Chairman Dyck. He asked the members of the Committee to look
over the minutes of the last meeting as they would be considered
the next day.

The following materials were distributed to the Committee:
a comparison chart entitled "Fuel Conversion Facts'" (Attachment I);
a letter from Senator Christy dated June 12, 1975 (Attachment II);
a copy of Louisiana S.B. 9 (Attachment III).

The Chairman stated that he had received a call from
Senator Janssen requesting to be excused on account of the wheat
harvest. The Chairman also stated that staff was preparing a
memorandum detailing several of the policy considerations which
the Committee should take into account in their deliberations.

The Chairman introduced Dr. William W. Hambleton and
noted that Dr. Hambleton had agreed to join the staff and provide
whatever technical assistance he could to the Committee. Dr.
Hambleton briefly discussed the distinctions between "interstate"
and "intrastate" natural gas. He noted that intrastate gas is
gas which is produced in Kansas, transported in an intrastate
pipeline, and consumed in Kansas. Intrastate gas 1is regulated
by the Kansas Corporation Commission. Interstate gas is gas
dedicated to the interstate system and all gas transported in
an interstate pipeline. This gas falls under the regulation of
the Federal Power Commission. He noted that most of the gas
consumed in Kansas is interstate gas. He also stated that
"main line sales", i.e., gas sales directly from the pipeline
to the consumer, were not regulated by either the state or federal
agencies, although distributing companies are regulated by the
Kansas Corporation Commission in the distribution of both intra-
state and interstate gas.



Senator Bell asked if it were possible for a company
to own both intrastate and interstate gas. The answer was that
they could own both, but it is usually done through a subsidiary.
Dr. Hambleton stated that the point he wanted to make was the
degree of control exercised by the Kansas Corporation Commission
regarding intrastate and interstate gas.

The first conferee was Mr. Robert Chitwood, President
of Cities Service Gas Company, Oklahoma City. Mr. Chitwood stated
that he wished to correct an earlier statement regarding 'main
line sales'" of natural gas. He stated that such sales are regu-
lated by the FPC in all respects except price. Mr. Chitwood gave
a brief history of the Cities Service Gas Company noting that they
are an interstate pipeline company serving local gas companies
in 502 communities in Kansas, Missouri, Oklahoma, and Nebraska.
Cities Service Gas Company buys about one-third of all the gas
produced in Kansas and delivers about one-half of all the gas
consumed in the state. The company employs about 500 persons in
Kansas. Last year the company sold about 500 billion cubic feet
of gas which supplied 547 of the total natural gas requirement in
Kansas. This amount supplied 71% of the residential and com-
mercial requirements and 49% of the industrial, electric power
generation, and other natural gas requirements. Mr. Chitwood
stressed three points which he had also made during his presen-
tation to the Energy and Natural Resources Committees during the
1975 Session:

1) decontrol of the wellhead price of new gas is ur-
gently needed;

2) federal regulation of intrastate markets and alloca-
tion of gas on a national level is probable; and

3) in the near term, imports can not be limited without
hurting the economy.

The next conferee was Jack Finch, Manager of the Analysis
and Planning Department of Cities Service, who described some of
the relationships between the economy, energy, and natural gas.
Mr. Finch stated that for the period 1947-1974, enery use in the
United States rose at an average annual rate of 3.1%, while the
GNP rose at 3.9%. He also stated that, during 1974, both the
GNP and energy use declined 2.2%. Mr. Finch noted that in 1974
natural gas accounted for 83% of the total energy sources for
Kansas, oil products 11%, and coal 6%. Mr. Finch emphasized the
role of the Hugoton gas field by noting that, of the 12.6 trillion
feet of reserves in Kansas, Hugoton accounts for 10.5 trillion
feet or 82% of the total. He also stated that federal legislation
to bring about deregulation of wellhead prices for new gas will
help to spur drilling activity everywhere, including Kansas.
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In response to a question, Mr. Finch noted that 68%
of the 1974 upward revision in Kansas reserves came from reducing
the abandonment pressure in the Hugoton field by 10 pounds to
the new pressure of 40 pounds. Senator Bell asked for a defini-
tion of "potential reserves'. Mr. Finch stated that these are
reserves which are deemed to exist on the basis of statistical
probabilities and other factors.

The next conferee was Richard Sidwell, Senior Transmis-
sion Engineer for Cities Service, who discussed the natural gas
outlook for Kansas in 1975 and 1976. He noted that their gas
supply will be down 14% from 1974; that curtailment of interruptible
loads will jump from 70 BCF in 1974 to 157 BCF in 1975; and that
about 50% of the deficiency between supply and demand will be
borne by Kansas consumers. He stated that, in accordance with
FPC priority categories, Cities Service has established a curtail-
ment schedule which grants favored status, in order of priority
to:

1) residential and small commercial users;

2) large commercial users, plan protection requirements,
feedstock, and process needs;

3) other industrial requirements, separated into five
priority classes with higher priorities given to those industries
using smaller amounts of gas.

This curtailment will fall predominately on large purchasers of
boiler fuel using 10 million cubic feet or more per day, i.e.,
electric utilities. Cities Service estimates that they will only
be able to serve 21% of the gas demand for electric utilities

in 1976, but will be able to serve 77% of the demand of small
industrial consumers in 1976. Mr. Sidwell stated that it is very
important that Kansas follow the same general end-use priority
categories as adopted by the FPC and interstate pipeline companies.
He also stated that in 1976 they will serve all of the residential
and small commercial demand.

Representative Farrar asked where irrigation facilities
are classed. Mr. Sidwell stated that they are in category three
and could be curtailed. The Chairman asked how the gas for irri-
gation facilities could be regulated. It was stated that a monthly
quota system could be established if it became necessary. It was
noted that less than 1% of the gas provided by Cities Service:is
used for irrigation in Kansas.

Robert Berney, Vice-President, Natural Gas Supply, dis-
cussed the long-term gas supply outlook. He stated that their
reserve life index (the ratio of remaining gas reserves to cur-
rent annual production) had declined to 12 years, while the national



average is about 10 years. Mr. Berney stated that, if no new
gas is added to their system, the following situations will occur:

1) after 1976, no new residential or small commercial
additions will be made;

2) firm gas deficiency will begin in 1979 on peak days;

3) after 1980, only a small fraction of the interruptible
requirement will be served;

4) after 1984, there will be no interruptible service; and

5) firm deficiency will reach 600 million cubic feet
on peak days in the mid 1980's.

Mr. Berney also discussed gas exploration activities
undertaken by Cities Service in Wyoming. He also noted that
Cities Service and Northern Natural Gas are jointly pursuing a
coal gasification project in the four-corners area of northwestern
New Mexico. This coal gas will cost $2.50 - $3.00/MCF. They
are also involved in a coal-gas project in the Powder River Basin
area of northern Wyoming and southeastern Montana.

Senator Moore asked whether tax incentives would stimu-
late gas exploration in Kansas. It was stated that incentives
would certainly help in this area. Senator Burke asked about the
cost differences between transporting coal by slurry pipeline or
railway. Mr. Chitwood stated that this was still a new area, but
that the pipeline appeared to be the more economical method of
transport. It was stated that the rate for new wells drilled
after January 1, 1973, was 5l¢.

Alfred Hall, General Counsel for Cities Service, dis-
cussed proposed federal legislation. He expressed opposition
to S. 692, now before the U.S. Senate, because it would 1) extend
federal control to intrastate gas, 2) restrict the price of new
gas, 3) freeze the price of old gas, and 4) provide for alloca-
tion of the existing supply. He expressed support for Senator
Pearson's amendment to S. 692 as an acceptable compromise.

Mr. Chitwood summarized the presentation by Cities
Service Gas Company. He noted that his company has assets of
about $300 million. However, the new supply programs under dis-
cussion would cost nearly $2 billion. He posed the main question
as whether consumers want to pay more for more gas, Oor pay more
for less gas. He stated that the situation will grow worse until
Congress moves to deregulate wellhead prices. Transmission com-
panies and distributors are now required to take an active
role in the development of new supplies, both in exploration
for natural gas and commercial development of synthetic gas. He
stated that Kansans may do five things to cope with the gas problem:



1) establish a conservation ethic;

2) consider providing an environment which will lead
to the establishment of a synthetic gas industry here;

3) resist the national allocation of gas;
4) support deregulation of new gas prices; and

5) recognize that local distributors must be able to
tract the curtailment plans of their suppliers.

(Copies of the presentation by Cities Service Gas Company has been
made available to each Committee member and are on file in the
Legislative Research Department).

Senator Moore asked how Kansas would fare if it came
to national allocation of gas. Mr. Chitwood said in his opinion
Kansas would probably lose.

The meeting recessed at noon to be reconvened at 1:30 p.m.

Afternoon Session

The meeting was called to order at 1:30 p.m. by Chairman
Dyck. The Chairman stated that he forgot to include in the hand-
outs this morning a letter from Don Schnacke with KIOGA. He stated
that at our last meeting he suggested that the conferees make
suggestions to the Committee on potential courses of action. The
letter represents KIOGA's views. (Attachment IV).

The next conferee was Tom Schwinn, Northern Natural Gas
Company, Omaha, Nebraska who gave the attached opening statement
(Attachment V). He stated that Northern Natural Gas Company is
one of the largest single taxpayers in Kansas; that they distri-
bute gas through Peoples Gas Company in Kansas; that they purchase
a very small percent of the gas in Kansas. He stated that Northern
cannot compete with intrastate buyers in bidding on gas to increase
their supplies. They must go to independent producers. With the
13.5¢ well-head price in the Hugoton field, wildcatters have just
quit looking for new gas on account of the low price. He stated
that Northern is opposed to price fixing. He stated that the well-
head price of gas has little bearing on the burner tip price. It
is the cost of distribution that increases the cost. He stated
that his company would like to urge this Committee to support
Senator Pearson's amendment to S. 692. He also expressed opposi-
tion to S.B. 564.



Representative Foster asked if the legislature gave
companies such as Northern Natural a tax break, would there be
more exploration. Mr. Schwinn stated there was no question but
that there would. Representative Foster asked if he had any more
suggestions as to what could be done at the state level. The
answer was that the state should look into considering incentives
for wildcat exploration.

Chairman Dyck asked for a definition of a "wildcat"
well. This is a well 1% miles or more away from established
production. Representative Southern asked what the FPC price
was for new gas and if it was economical at that price. Mr. Schwinn
stated that the price was 51¢ and that this is only marginally
economical.

Representative Southern called the Committee's attention
to a recent article in Business Week. (Attachment VI).

Mr. Schwinn stated that Northern has essentially the same
policy as Cities Service in the area of curtailments.

Senator Bell stated that after listening to all the dis-
cussion concerning deregulation, he was uncertain that he could go
along with complete deregulation; that some plan should be devised
whereby companies can be encouraged to do more exploration with
a chance of sufficient profit. Otherwise, if the risk was so great
why not let the government do it. Mr. Schwinn stated that immediate
deregulation would increase prices, but in Texas where new gas
was discovered, the price has softened.

The next conferee was Eugene Smith, President, Reserve
Pipeline, Liberal Kansas. In his opening remarks, Mr. Smith stated
that his company had just received permission from the Kansas
Corporation Commission to terminate operations in the State of
Kansas and that he was no longer in the gas business in Kansas.
He gave a resume of his education and employment; that he formerly
had been employed by the FPC. He gave a history of the organiza-
tion of his company in relation to the Hugoton field. He stated
that Reserve Pipeline Inc., had been sold to a fertilizer company
from Dodge City. He stated that the reason he wanted to appear
before the Committee was to urge the Committee to listen to the
people in the industry; that the oil and gas business is the most
regulated business in the country. The shortages we are now ex-
periencing are the result of too much regulation by the federal
government; that the primary reason for the shortages was that an
artificial demand was created due to the low price set by the FPC.
Because of these low prices, industry switched to natural gas in-
stead of using coal. Kansas has the lowest price gas moving in
pipelines today. If this had not happened, coal would have re-
main a viable industry today. He stated that he would urge the
governor, the Kansas Corporation Commission and the legislature
to take the message of the gas producing industry to the federal
agencies and make themselves heard. Much of the bad regulation



we have today is the result of some eastern states such as New

York having a strong voice in matters before the FPC. He recom-
mended that the legislature urge industry to locate as near to the
source of energy as possible because every time you move natural
gas, it increases the cost. He suggested that you not take any
steps to discourage entrepreneurs from finding new gas. Natural

gas should be allowed to compete in the market place with other
fuels. He noted that in Kansas, in the Ellinwood and Spivey areas
the gas is there, but its too expensive to get it out at the present
low prices.

The Chairman asked if he was recommending that we bring
industry to southwest Kansas. Mr. Smith stated that most of the
gas in that area was committed to interstate markets; that there
are situations outside the Hugoton field where all gases are com-
mited to intrastate lines. He suggested that industries be urged
to locate as near to the energy source as possible in order to
minimize transportation costs.

Senator Bell asked what would prohibit a producer from
constructing his own lines. Mr. Smith stated that this has been
done. 1In Kansas, there is less of that than in other areas. Mr.
Schnacke stated that there are 660 independent gas producers in
Kansas and the majority do not have their own lines. Mr. Smith
concluded that the flexibility of the industry was marvelous if
unhampered by government regulation.

There was Committee discussion regarding the building of
pipelines by one or two producers and the regulation or approval
required by the Kansas Corporation Commission. The question was
asked if they would have the right of eminent domain to cross pro-
perty lines. The answer was, no they do not. Kansas has a law that
you can use the ditches if you cannot negotiate a deal with the
landowner.

The Chairman stated that he had received a letter from
Mr. Eugene Shore with the Southwest Kansas Irrigation Association,
Johnson, Kansas, and that he would like to appear before the Com-
mittee. Mr. Shore read his opening statement. (Attachment VII).

Discussion followed concerning the cost of electricity
on page 3 of his statement. Representative Farrar stated that the
feedlot industry in that area had made a great contribution to the
economy of the area and was the reason for locating there due to
the availability of feed because of irrigation. Mr. Shore stated
that they were willing to pay a reasonable price for natural gas
but if it went too high they would be forced to shut down. He did
feel that the 13%¢ well-head price in the Hugoton field was too
low.

The Chairman introduced Dr. Drury who submitted a
memorandum outlining policy considerations relating to action by
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state government in the field of natural gas. (Attachment VIII).
He also stated that they were trying to assemble resource people
to serve as advisors for the Committee and staff.

Senator Bell asked just where the state stands as far
as statutes in this whole area. Dr. Drury stated that the best
way would be to get some lawyer to explain what authority the
Kansas Corporation Commission has now in the whole area.

Senator Simpson asked Dr. Drury concerning price regula-
tion in his memo, which was part of the original bill we were deal-
ing with. Dr. Drury stated that he was of the opinion that this
would be included under "consumption'" even though the exact term
"pricing'" was not used.

Discussion followed concerning what Louisiana had done in
the matter of appropriating funds to establish an agency in Washing-
ton in order to be heard before congressional committees. Mr.
Schnacke stated that he thought it would be a good thing for Kansas
to join in such a venture as a gas producing state.

The Chairman said that it was reasonable to assume that
anything we would do at the state level could be pre-empted by
federal legislation and that we really were operating in a vacuum
until we found out what the federal government was going to do.

The Chairman asked Mr. Dale Saffels, Chairman of the
Kansas Corporation Commission, for any ideas he had. Mr. Saffels
stated that the federal government controls about 90% of the gas
reserves in the state today. He stated that most gas used in Kansas
is interstate gas and that there is a tendency to think that "inter-
state'" is a bad word. He also gave a resume as to what the Kansas
Corporation Commission can control in relation to the FPC.

Discussion followed concerning how the Corporation Com-
mission decides on how much production is allowed in the Hugoton
field. Mr. Saffels stated that it is based on what will not injure
the field and hearings are held every six months. He was of the
opinion that the 13%¢ well-head price was ridiculous.

Representative Farrar stated that he would like to see
a summary of just what authority the Kansas Corporation Commission
has in this whole area. Mr. Saffels stated that they could probably
prepare some kind of summary. The Chairman asked Mr. Saffels if
he had any suggestions as to what the Committee could do. He
answered that the question seemed to be: does the legislature want
to expand the authority of the KCC in the regulation of intrastate
gas. He also suggested that the Committee determine what the Limi =
tations are before it spends a lot of time on areas outside the
state's authority.

Discussion followed with Mr. Saffels in the setting of
priorities on the use of gas by the KCC. The question was asked if
the KCC had the authority to determine the end-use of natural gas
under existing statutes. Mr. Saffels stated that he feels. the KCC
already has such authority.
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George Sims, Mobil 0il, stated that one question the
Committee should be considering is the relationship of reserves
which are available under the interstate system in relation to the
intrastate system. He gave a resume of how the price was finally
determined by the FPC. Oklahoma has twice the reserves that we do
and Texas has five times more than we do. He was of the opinion
that within five years, Kansas will be producing about the same
amount of gas as we consume. From that time on, we will be rapidly
wanting to import gas. At that point we will be on the looking
end and we may want to be on the interstate side of this problem.
There are not any more Hugoton fields in Kansas. There is a lot
of natural gas in Kansas, but not at the volume that it is being

used now.

Representative Farrar asked what is going to happen with
the pressure drop in the Hugoton field. Are they going to allow
them to raise the price? Mr. Sims said that no one in his right
mind really believes we are going to get a great deal more for the
Hugoton gas.

Mr. Schnacke stated that he would be in Washington the
following day and asked if SCR 23 had been sent. Mr. Schnacke stated
that the issue of tax incentives for exploration had come up in
other committees, namely the Assessment and Taxation Committee, and
that Senator Gaar, the Chairman felt that this should be handled
by his Committee, but that this would be the decision of the
Coordinating Council.

Discussion followed concerning the drafting of a resolu-
tion or letter showing the Committee's support for deregulation to
be sent to the U.S. Senate. Representative Farrar made a motion,
seconded by Representative Foster, that the Chairman appoint a Com-
mittee to draft such a letter for consideration at the next days

meeting. Motion carried.

The meeting adjourned at 4:30 p.m.

July 8, 1975
Morning Session

The meeting was called to order by Chairman Harold Dyck
at 9:00 a.m., in Room 519-S. All members were present except
Senators Doyen and Janssen.

The first order of business was consideration of the
draft of a letter urging deregulation of natural gas to be signed
by the Chairman to be sent to all the members of the United States
Senate. Senators Bell and Simpson expressed some reservation in
being able to support complete deregulation and that in some way
it should show that not all members of the Committee support it.
Representative Brewster expressed the same opinion.
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Representative Foster made a motion that the Committee
send the letter as drafted except that "we'" should be clarified in
the final draft. It was seconded by Senator Moore.

There was further discussion by Senator Simpson, Repre-
sentative Brewster and Senator Bell concerning deregulation and
their objection to it at this time. Representative Farrar stated
that he thought that this was something that should be done now
and not postponed because it would be coming up for consideration
in Congress in a week or two. Senator Simpson expressed concern
about the costs involved if prices went up by 40% for a family of
four in heating their homes. He stated that he thought the resolu-
tion as adopted by the Intergovernmental Committee was a fairly
good resolution. Senator Burke was of the opinion that phase-out
regulation is the only answer.

Senator Moore stated that the industry would use a price
increase for exploration and that it would not all be windfall
profibs.

Senator Simpson stated that he thought the letter should
show the wvote tabulation. Senator Bell suggested that the word,
"consensus' be changed to "majority'" in the draft. It was so
agreed.

Senator Moore made a substitute motion that the letter
as amended, be further amended to include the phrase, "opposition
to the FPC taking over regulation of intrastate gas.' It was
seconded and passed.

The original motion made by Representative Foster to send
the letter was voted on and passed.

The Committee viewed a Department of Commerce film
entitled "Energy: Critical Choices Ahead." The Chairman asked
where this film could be obtained if anyone were interested in
having it shown in their home community. The film was from the
Department of Commerce, Federal Building, Kansas City, and Kansas
Power and Light also had purchased a copy of it.

Richard Byrd introduced Charles Randles, Gas Service
Company, who read a prepared statement (Attachment IX). Committee
discussion centered on the method of sales and distribution. My,
Randles stated that Gas Service Company is paying about 40¢/MCF
and selling it to consumers at about 70¢/MCF. He noted that their
sales are split about 50/50 between residential and industrial
users. Discussion concerned the establishment of categories in
curtailment of usage and who regulates them. The answer was
that Gas Service is regulated by the KCC, but that they must
file these categories with Cities Service who in turn submits them
to the FPC and they determine what categories are to be cut off
first. Senator Simpson stated that if you are currently paying
40¢ to the pipelines for the gas, if the price would increase by
$1, what would that do to the price you are paying? Would it go



- 12 -

up $1 or $1.40. The answer was that it would go up $1.40 and they
would hope to pass this increase on to the consumer but this would

be determined by the KCC.

Mr. Byrd submitted a chart comparing the price of gas
at the well-head and at the burner tip. (Attachment X).

The next conferee was Louis Stroup, Kansas Municipal
Utilities, Inc., McPherson, Kansas who gave the attached opening
statement. (Attachment XI). The Chairman asked what the legisla-
ture did or did not do to help municipal utilities during the last
session. Mr. Stroup stated that H.B. 2400 would have been a big
help to them but it went nowhere. The Chairman asked why cities
have or should have their own municipal utilities. The answer
was that it was the choice of the voters. Representative Foster
asked if their problem would be solved if the federal government
owned the natural gas reserves. Mr. Stroup stated that he was not
a great believer in that type of thing. We need access to some gas
a little longer to solve our problems while we try to convert our
facilities to use alternate sources of energy. We ask that you
not cut us off but give us some time. We have millions of dollars
invested in facilities. At the present time we can use only natural
gas.

The Chairman asked if there were any other bills in the
legislature that would benefit them. Mr. Stroup stated that he had
asked for a hearing on S.B. 33 early in the session andgot nowhere.
In the discussion that followed it was brought out that two munici-
pal utility companies had discoutinued operation during the past
six months.

The next conferee was Bill Landry, Plant Manager, Johns-
Manville Fiber Glass, Inc., McPherson. Mr. Landry explained that
this plant produces fiber glass insulation. He stated that for
each BTU used in producing fiber glass insulation, 600 BTU's are
saved over the normal mortgage lifetime of the building in which
the insulation is installed. Mr. Landryexpressed support for S5.B
564 as a means to fairly allocate natural gas at a fair price.

In response to questions, Mr. Landry noted that any
increase in the cost of natural gas would be passed along to the
consumer in the form of higher prices for insulation. He also
stated that gas should not simply be sold to the highest bidder.

It was stated that, at present, natural gas is the best fuel source
for the process of fiber glass manufacture. Senator Moore asked
whether KPL had urged Johns-Manville to appear before the Committee.
Mr. Landry stated that this was not the case.

Mr. Landry introduced Don Girard, General Manager, Board
of Public Utilities, City of McPherson, who submitted the attached
statement. (Attachment XII). In the discussion that followed,
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Senator Burke asked if municipal utilities are going to be self-
sustaining, how can they bear the cost and justify the large expen-
diture that will be necessary to convert to other sources of energy.
Mr. Girard stated that they were self-sustaining and got their fi-
nancing through the issuance of municipal bonds.

The next conferee was Allan Hoffman, representing Farmland
Industries who read his opening statement. (Attachment XIIT).

Senator Simpson asked if Farmland Industries was engaged
in oil and gas exploration. The answer was yes and an explanation
was given on how it was being done. Senator Simpson asked how much
gas is being used in the production of fertilizer. The answer
was that in Kansas, it was approximately 110 MMCFD; 20 MMCFD is
designed to operate on alternate fuels. Mr. Hoffman explained
what research is being done by his company to convert to other
sources of energy in the future. Further discussion concerned
the high cost of fertilizer and exports.

The meeting recessed at noon to reconvene at 1:30 p.m.

Afternoon Session

The meeting was called to order at 1:30 p.m., by Chairman
Dyck, who introduced Mr. Francis Gordon. Mr. Gordon has been
selected to replace Mr. Tom VanBebber in the House of Representatives.

The next conferee was Donna Paske, from the Boeing Company
in Wichita, who submitted the attached opening statement. (Attac-
ment XIV).

Senator Moore asked Ms. Paske to give a history of Boeing's
employment levels over the years. She stated that in 1974 the
average was 11,000 persons, but that in 1972, there were just over
4,000 persons. Senator Moore stated that he was certain that employ-
ment had been as high as 27,000 and over the years, the average
was probably between 12 to 14,000.

Ms. Paske stated that the Boeing Company consumed $900,000
worth of energy in 1974. She noted that, even though production
had increased, consumption had actually declined because of conser-
vation measures such as lowering the plan temperature to 55 degrees.
Fuel costs have risen, however, because of the increased use of
alternate fuels. Ms. Paske stated that, even with a two or three-
fold price increase, natural gas would still be cheaper than any
available alternate fuel. She also stated that a national energy
policy is greatly needed.

Ms. Paske stated that Boeing now pays an average of 67¢/MCF
for natural gas and that the company could pay $2.00 for gas and
it would still be cheaper than alternate fuels because gas requires
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less manpower in the manufacturing process. Ms. Paske stated
that, in her opinion, industry would not be permitted to use natural
gas in another decade.

Senator Simpson inquired about the relationship between
Boeing and the Wichita Industrial Energy Corporation. Ms. Paske
said that Boeing was not a stockholder, but hoped to become a
customer of the Corporation. She stated that Boeing required
one billion cubic feet of gas annually and, due to curtailments,
were presently receiving 55% of requirement.

The next conferee was Jack Lacy, Director, Junction
City/Geary County Economic Development Commission, who presented
the attached opening statement along with a copy of an editorial
from the Wichita Eagle dated July 3, 1975. (Attachment XV).

Senator Moore took issue with Mr. Lacy's statement regard-
ing the relationship between Anadarko Production Company, the
Skelly refinery at El Dorado, the Mobil refinery at Augusta, and
the Wichita Industry Energy Corporation. He stated that Mr. Lacy's
statement was not entirely correct and that the Andarko 1line had
been in existence for years, supplying the refineries in arrange-
ment with KPL. The City of Wichita is not involved at all in this
case except that the gas is being transported on the Anadarko lines
to Wichita.

Representative Southern made the observation that over
the years the doctrine of the Chamber of Commerce and Department
of Economic Development had been for a totally free enterprise
system and now it seems to me that because we are stepping on a
few toes, that there is a reversal in that doctrine. Mr. Lacy stated
that he was still very much in favor of the free enterprise doctrine;
that he was not talking about price regulation; that he was talking
about a diminishing natural resource.

Representative Foster stated that the statement contained
partial truths and that the City of Wichita is not purchasing the
Spivey-Grabs gas field for industrial use.

Senator Burke asked Mr. Lacy if he was in favor of the KCC
having the authority to establish priorities on the end-use of natural
gas of intrastate gas. Mr. Lacy stated that his prime concern
was for the proper use of natural gas for residences and small
industry in Kansas.

There was further discussion concerning the effect of
contracts which the Wichita Industrial Energy Corporation might
negotiate and how valid and binding they might be. Senator Simpson
was of the opinion that this matter should be explored further.

The Chairman asked if all the members had read the minutes
of the previous meeting. A motion was made by Senator Bell,
seconded by Representative Brewster that they be approved. Motion
carried.
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Senator Burke asked if a copy of the Federal Power Com-
mission Priorities was available. Staff will obtain it as soon
as possible.

The Chairman passed out additional material that had been
received from Senator Dole's office (Attachment XVI). He also stated
that in meeting with the staff they had decided that perhaps it
would be well to only have a one day meeting in August and that we
are more or less waiting to see what is done on the national level.
That they would try to have Rick Jones, an official with the Energy
Project of the National Conference of State Legislatures, brief
them on federal developments and also have testimony from Kansas
Power and Light, and more information from the Kansas Corporation
Commission.

Senator Simpson expressed concern that the letter to be
sent to the U.S. Senate might give the impression that all members
of the Committee favored total deregulation, when this was not an
unanimous opinion. He informed the Committee that he was consider-
ing sending a separate letter detailing his concerns. Discussion
ensued concerning the effects of both proposed letters. The Chair-
man stated that the letter, as amended, would be sent in accordance
with the earlier vote of the Committee. (Attachment XVII).

Meeting adjourned.

Prepared by J. Russell Mills, Jr.

Approved by Committee on:

3-11-75

(Date)
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'FUEL CONVERSION FACTS

. PRODUCT ' APPROXIMATE HEAT VALUE

1 ton of bitumincus coal 25 Mcf of natural gas
: ' 189 gallons of gasoline
4,17 barrels of crude oil

1 Mcf of natural gas - . 0.04 ton of coal
' (80 1b of coal)
7.58 gallons of gasoline
0.17 barrel of crude oil
(7 gallons of crude oil)

1 gallon of gasoline ' 0.005 ton of coal
(10. 56 pounds of coal)
0.132 Mcf of natural gas
. (132 cubic feet of natural gas)
0.022 barrel of oil
0.917 gallon of oil

1 barrel of oil 0. 24 ton of coal
‘ (480 pounds of coal)
6 Mcf of natural gas
45.5 gallons of gasoline

1 pound U30g in Conc. , 8.9 tons of coal
(for electric power
from LWR reactors) - - 37.1 barrels of crude oil

SOURCE: Coal Age
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SENATOR
39TH DISTRICT

BOX 278, SCOTT CITY. KANSAS 67871
June 12, 1975

Honorable Robert Rennett
Governor of Kansas
Topeka, Xansas
Em2lene Correll
legislative Facilities
Topeka, Kansis

Honorable James Cubit
Gernett, ¥ansas

Honorable Ansel Tobias
Iyons, Kansas

Senator Vincent Moore

_ Wichita, ¥ansas

Honoxrable Xeith Fararr

* Hugoton, Kansas

Yr., B, E. Yordling
Hemoton, Kansas

¥r. Drle Williams
Ulysses, Kansas

The impact on a shift from natural gas to diesel in the field of irrigation
would be startling, Tt would take 2 million gallons per year; 60,000
gallons per day; 80 +truck loads as normally delivered per day; during the
busy part of the season. This is based on a county of 100,000 acres of
irrigat ed land using 1 3/4 feet of water per acre, This also includes

the fact that in Kansas approximately 60% of the irrigation wells are on
natural gas, hence the typieal county would have roughly 60% of the energy
supplied by natural gas. This is not quite true in that the scuthwest
Kansas area where gas 1is so prevelant, probably the figure runs consider-
ably higher than that,.

When we expand that to 2 1/2 million acres as applied to Kansas, we are
talking about 50 million gallons of diesel fuel, 2,000 truck loads of fuel
per day being delivered during the busy part of the season. 1In the case of
corn, the indications from the irrigation engineers at Kansas State University
it takes approximately one gallon of fuel to produce one bushel of corn
under the dryland conditions of corn droduction in the corn belt. In the
Yestern ¥ansas are2 under irrigation, I would estimate that one gallon of
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fuel for water production can produce roughly two extra bushels of corm.
This includes drying, However, much of the corn is stored wet as grain
silage, then fed locally thus eliminating the energy normally used in drying
and the storage is close to harvest which further reduces the cost of hauling,
Trrigat ion in the eight southwestern states produced about one billion
bushels of the ten billion bushels of the grain crops of the United States.
These states are also the major gas producing states, hence heavy gas users
for irrigation. Ve must move with caution since diesel motors, electric
motors, fuel tanks and gearheads and other supplies necessary are in short
supply. A conversion of severel years would be required which in effect
does not remedy the problem facing us on the immediate tasis.

2

sincerely, . /7 ;
e AT,
2L [ 4 A

AT

/
Senator, Thirty-ninth District

ne/1s
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Zenate BiliNo. §

By: Messrs. W. D. Brown, Blair,
Eagan, Kisler, Lambert, Lavri-
cella, Mouten, G'Eeefe, Raw
bun «nd Windhorst and Rep-
resenf.tives  Triche, Bagen,
Borrello, Chaber?,
D’'Gerndamo, F‘rc—:m-;n, Hener,

Jaik=on, Leach, LeBlane,
LeBre'an; Lonz, Reilly, Taw-
zin, Tiznley, Well and Womack

AN ACT

To ament Title 25 of the Loud
siana Fovised Statutes of 1229
by adéisg thereio a pew Chap-
ter to dedemignated a3 Chaplor
7, to ponvide for the control of
naturzl resources and enerzy
to effect the conservation
thereof by the prevention of
waste, vasteful use and wasta-
ful utilization thereof and the
resullant: economic waste by
providing for a comprehensive
energy pelcy for the State of
Leuisiary and for the pur-
poses thzreof ta p ovide for
the estatlishment of the Divi-
sion o? atural Resources and
Energy ia L;e State Depart-
ment of tJonzervation, to con-
solidate znd merge functions
erercised by the state oo the
authority of the stale in rela-
tion to ena gy mt.a the office of
Co"n“"'*""a. rer of Corservalion
by merging into said office the
powers, duli= and functions of
the naturnd 2s commiitss or
commiszion .:'.u. ored by Act
335 ni 1972 the Baard on Nu-
clear Erneryy, the Atomic
L!‘ti_fr‘ Devidoiment Agency,

he Coordinatlar of Alomic
Energy, the Lewaiana Divisien
of Radiation Corntrol and the
former Louwisians Nuclesr and
Space Authority, and by trans.
ferring in conmaction therewith
t'U']dS, YFOIH-}' U""ﬂ and
persons to tre Siate Depart-
ment of Conzervation, to
create the Leclsbing Eneegy

"As it 2ppears in (b enrolled bill
P‘urt & STATE-TIMIS

STATE-TIMEIS

Comnmsion o assisl e Com-

missioner of Corservalion and
oihers ard lo provide for its
further powers, funclnas and
cduties, to prunda for an cmes

rgency g35 shorisge a'x!l‘a‘B{:-J"l_

“plan, including but not limited

o priontes, allecatinns,

curtailment of energy uzes and |

1
supplies of enerzy, (0 provide

Tor intra-slate nataral g2s nrice
“regulation, and foviae for.
“the general and parUcuLar po'w-
ers, duties and [unctions of the
“Commissicner of Conservation

in connectivn with all of the-

foregoing matlers, inciuding
bt not limited to regulation of
r=te, tzidis and pocesofin-
trastale natural gas supnliers
zxd Lraispocters, requlat_wn of
fatiwre sales and prices of in-
trastde natural gas direct to
industrial users, regulation of
the use of excess capacity in In-
\rastate pipelines, the leasing
‘and subleasing of pipelines by
the Commissioner of Con-
servation, expropriation by
pipeline companies, construc-
tion and operation of pipelines
by the Commissicrner of Con-
servation and the [financing
thereof by bonds or other obli-
gations secured by revenues
thereof, to define terms, to
provide for the administration
and enforcement of the Chap-
ter, including penalties for vio-
lations, to require compliance
- with the provisions of the
Chapter and rules, regulations
‘and orders issued thereunder,
regardless of contractual obli-
gations, to provide with re-
spect to the labilities of per-
sons who cemply therewith, to
provide for procedures, to pro-
vide for the application of the
Chapter to Intrastate Liguefi=d
Petroleum: Gas, and to provide
with respect thereto, to pro-
vide with respect to all of the
foregoing matters, to grovide
for the immediate effective-
ness of the Act, to provide for
the construction of the chap-
ter, to repeal conflicting laws
and to repeal Act 730 of the
1872 Regular Session in its en-
tirety.
D2 it epacted by the Legislature
of Louisiana:
Section 1. Chapter 7 of Title 30
of the Louisiana Revised Stitutes
of 1950 i= hereby enacted to read
as follows:
CHAFTER 7. NATURAL
RESQURCES AND ENERGY
ACT OF 1973

PART 1. GENERAL PROVI-
SIONS
§501. Citation

The provisions of this Chapter
shall be known and may be cited
3s the Natural Resources and
Energy Act of 1973,

592, Declaration of energy
emergency; purpose of Chapter

A. It is the determination of
the Legislature that existing and
inpending shortages of natural
g3s and other fossil fuels caused
by inadequate domestic produc-
tiun, envirgnmental constraints,
irpedirments to lhe intrastate
transportation of natural gas, and
the u'13"31!:3b11i1j( of impaorts sui-
ficient to satisfy domestic de-
nan d have caused, and will-cause
curtament of vital public serv-
icz1, severe economic dis-
locations and hardships, in-

cluding loss of jobs, c.camg of
factori>2 and businesses, and re-
duction ef crop planuny and har-
vesting, and, thus, there exists a
seriouy threat to the heaith, safes
ty and welfare of the n—;zdents of
the State of Loutsiana ereating a
statewide energy emergency,
which 15 part of a nationwide
energy emergency. These condi-
tions require that the Stite of
Louisians provide for an agency
lo assume pramary governmental
reaporuibility for developing and
enfarcing  emergency energy

and -

‘energy

s
to ‘“" state hv the fn.er '1 govern-
desling with exi:Lng

ment; for
and anticipated di:lncations,
shorlages, distnitution and trans-
portation difficullies, to protect,
conserve and replenish the natu-
ral resources of the state, and to
prohibit and prevent the waste,
wasteful use and wasteful utili-
zation of natural gas, and to pre-
vent the use of natural gas in
such a manner and in such quan-

lities as to threaten the pre-

mature exhaustion, extinction
and destruction of the supply of
natural gas in the State; to en-
force the mandatory con-
servaticn, allecation, rationing,
and safe and efficient trans-
portation of these hydrocarbons
and provide for an increase in
available supplies of the state’s
energy resources, particuiarly the
preduction, and safe and efiicient
transportation and use of natural
gas, utilizing wholly intrasiate fa-
cilities, in order to minimize the
adverse effect cf such shortages
on the economy and industrial ca-
pacity of the State. The State
must insure that measures will be
taken to meet these existing
emergencies and to conform as
nearly ag practical with national
commitments and national re-
quirements governing the trans-
portation, distribution, and use of
resources, and partic-
ularly to assure the best utili-
zation for the henefit of the pub-
lic of such natural gas as remains
within the contral and direction
of the State of Louisizna.

B. The purpose for which this
Chapter is enacted is to protect
and conserve the natural cnergy
resyurces of the state, and pre-
vent the physical and econemic
waste, wasteful use and wasteful
utilization ther=of, through the
deveinpment and implementation
of a comprehensive energy policy
for the State of Louisiana which
will regulzte the end-use,

fodu“‘uon, {ransportation, con-
sen’ah’cn, sale and prices of the
state’s enargy resources. improve
the available transporiation facil-
ities for movement cf intrastate
natural gas between the different
parts of the state, provide [or the
equitable distripution of energy
supplies to ti%e residents and the
commercial and industrial users
of these energy supplies: and in-
sure the maintenance of the high-
est practiczl level of energy sup-
plies commensurate with the gen-
eral health, safety, weifare and
prospenity of the state.

C. This Chapter is enacted un-
der the peciice power of the state,
the residuum of the state's power
not delegated to the federal gov-
ernment by the Constitution of
the United States and the author-
ity of the Lezislature under the
Constitution of Louisiana, in-
cluding Paragraphs (C) and (D)
of Section 1 of Article VI of the
Constitution of Louisiana.

D. Notwithstanding anything
herein to the contrary, this Chap-
ter shall not apply 1o natural gas,
not to exceed twenty five million
cubic feet per day, owned or pur-
chased by a person at or near the
field where produced and trans-
ported by the purchaser through
his own pipeline solely for his
own consumption or to gas ac-
quired, through an exchange of
any portion of such gas, soleiy for
his own consvrnpt:on; provided
that such gas may be made sub-
ject to the provisions of Part IV
of this Chapter in cases where
the Commis.oner {inds that an
extreme emerge Iy exists limpair-
ing gas otherwise required for the
prionties set forth in Section 572
(1) {2}, (b}, (c), (d), and (e) which
cannot be substanually oerm_,e
provided for.

gwb Definitions

Agused in this Chapter, the fol

i
usa,

this &

“.an f’::r'r)t as e
provic 4 this Cha less
a diffcront meaning is e
quired by the conlext:

(1) “Commissioner” means the

Commissioner ¢f Conservation ol
the State of Louisiana.

(2) "Person” means any natu-
ral person, corporation, political
subdivision, asseciation, partner-
ship, receiver, tutor, curator, ex-
ecutor, administrator, hiduciary,
or rop(c'sf"ntat.ve of any kind.

{3 "Gas” means any gas de-
rived from or composed of hydro-
carbons.

(4) “'Intrastate patural gas™ is
defined as that gas produced,
transported, and utilized wholly
within the State of Louisiana,
through the use of intrastate
pipelines or of interstate pipe-
lines where such use of interstate
pipelines is or may hereafter be
exempt from the control of the
Federal Power Commission un-
der the Natoral Gas Act and.or
rules and regulations promul-
gated by the Federal Power
Commission thereunder: and gas,
vherever procuced, which is or
may be transported into this state
and delivered (o an Intrastate
pipeline in this state o be used
or consumed wholly within this
state.

(3) “Intrastate pipeline™ 15 de-
fined as a pipeline which is lo-
cated and operated wholly within
the Stale of Loeuisiana for the
transpertation of intrastate natu-
ral gas within the State of Loui-
siana, which does not extend be-
yond the boundaries of the State
of Louisiana, and which is nat
merely a local branch of an inter-
state pipeline system,

(6) '‘Intrastate natural za
transporter” is defined an any
persen owning of operating an in-
trastate pipeline.

(7) “Excess capacity” of in-
trastatz gas pipelines is defined
as that part of the capability o
pipeline system to transport in-
trastate natural gas from point to
point along its bne in excess of
the immediate necds of the pipe-
line compaay or its subsidiaries
or its parent or the subsidiary
companies of its parent. In deter-
mining excess capzcity, the Com-
missicner may disregard existing
contracts for the transportaticn
or sale of intrastate natural gas
not then being perform -d or ful-
filled. Excess capacity of in-
trastate pipelines may alsa be
created as a result of intrastate
natural gas delivery curtailment
crders of the Commissioner ir
the impiementation of the ziloca-
tion, raticning and conservation
measures governing the end-uss
of intrastate natural gas providsd
for in this Chapter.

(8) A “common cartier ga3
pipeline” is one which transperts
intrastate natural gas exclusively
for hire by cthers.

§504. Division of Netural Re
sources and Encrgy

A. The Commissioner shali es-
tablish in the State Department
of Conservation a Division of
Natural Rescurces and Energy
through which he shzll adminis-
ter, enforce and carry out the
powers, cuiies and functions
transferred %3 him by Part 1 of
this Chaptes or ctherwise vested
in him by this Chapter.

B. All of the funds, property
and other things, and persons and
functions mer *fd cansolidatled
and transferred by the pr
of Part I of this Ch..pur ) the
Commissicner and/or the Stale
Department of Conserdadnn shall
be 1n the Division i Natural fa-
sources and Eneryy

PART U MERGER AND
CONSQLIDATION
AGENCIES

§521. Merger and consolidation
of agencies or functions

A. In eorder D Terze and cor-
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whidate inte ore agency. umler
#—nty of Section 31 of Arucle

the Cerstitution of 1521,

exvutive and adnmunia-
trauie offims, boards, Cotnmis-
siong and zzvnvies of the State ef
Loatana whose duties and [unc-
tions are of a simulir nature or
character, the following named
oflices, beards, commissions and
agencics are merged and consuli-
dated 1nto the State Dagartment
of Conservalion:

(aJ the natural gas; committee
or commissicn authonized by Act
355 of the 1572 Remtbr Session;

(b) the Boardl orr Nuclear
Energy. which its hereby trans-
ferred from the Luisiana Health,
and Social 2ndl Fehabilitation
Services Adminissration;

tc) the Alsm;i: inergy Devel
opment Agency and the Coor-
dinator of Atornic Energy, which
are hereby trzancferred from the
State Board of Commerce and
the State Dzpartment of Com-
merce and Induitry: and

{d} the Lcuisiana Division of
Radiztion Control, which is here-
by transferred from the Loui-
stana Health. znd Social and Re-
habilitation Services Administra-
tion.

B. The functions. powers and
duties of the former Louisiana
Nuclear and Space Authority
which were transferted to the
State Board ¢ Commerce and In-
dustry and tra State Department
ot Commerc~2and Industry, are
hereby trans'erred to the Com-
mssioner. 5

C. Except as otherwise pro-
vided hersin. on and after April
1. 1974, the Commissioner shall
exercise those functions of the
state, authonzed by the state, or
now of heriafter authorized by
the constituicn and laws to be
exercisad wtich relate to the ad-
ministration. management and
operation of the functions *pro-
grams and facilities of the ofiices,
boards, commissions, and
2gencies hereby merged and con-
solidated, 23 well as the func-
tions, powers, and duties trans-
ferted to thie Commissicner by
Subsection 3 of this Section.

§522. Effeet of transfer of func-
tions .

A. Under the transfer of func-
tions providad for by this Part,
any pending or unfinished busi-
ness of any of said agencies shall
be taken over and be compieted
by the Commissioner with the
same power and authority as the
2gencies from which the func-
tions are transferred. The Com-
missicner shzll be the suecessor
tn every way fo the agencies from
which such functions are trans-

trrred, and every act done by the.

Commissioner-in the exercise of
such functions'shall be deemed to
have the same force and effect
under any preaisions of the con-
sttution and laws in effect on
and after the effective date of
this Part as if done by the
agenries from which such func-
tions gre transferred.

B. Whensver any agency from
which [unctions. are transferred
hereby is referred to or desig-
nated by the couwstitution ar by
any law or con‘rart or other doc-

ument, such referance or desig-

nation shall be deemed to apply
ta the Commizsicner. The legisla-
ture hereby specifically states
thal the provisiors ¢f this Part
are in no way and to na extent in-
tended to nor shall chey be con-
strued in any manner which will
'mpair the contractual obligations
of any agency heretclore existing,
or ol the State of Louisiana with
Fepict to any such agencies. [t is
hereby speciii-ally provided that
all _such obligatiors  hereafter
shail be Cromed to e the obliga-
toas of the Commusianer o the

came extent a5 1f orginatly made
by the Caommissienes. In Like
manner, am 0 order in provent
any violabion of the orovisions,
terms or conditons of any gift,
donation, doed, will, trust. or oth-
er instrument or disposttion by
which property of any nature or
description has been ested in
any agency aflected by this merg-
er, consolidation and transier, or
diversion from the purposes for
which such property was do-
nated, deeded, devised or be-
queathed or otherwise vested in
any such agency, it is hereby spe-
cifically provided that each and
every suzh instrument or dis-
positiors hereafter shall be
deemed. to have been vested in
the Wommissioner in the same
marnnzr and o the same ettent as
if rriginally so dore. In addition,
the provisions of this Puri shall
#ot be construed or appiied in
such manner as to prevent full
compliance by the statz or any
azency thereof wath the require
raents of any Act of the Congress
«f the United States or any regu-
lation made thereunder by any
officer or agency of the federal
government by which federal aid
or other federal assistance [rom
the United States has been or is
hereafter made available to this
state or any subdivison or agency
thereof, anything coentained in
this Part to the contrary notwith-
standing, and such <ompliance
hereafter shail be acromplished
by the Comnmissioner.

§523. Transfer of records, mon-
ey and equipment

All books, paper, records, mon-
ey, choses in action and other
property of every kind and de-
scription, movable and immov-
able, real and personzl. here-
tofore possessed, can
used by eny of the agencies af-
fected by this Part, in the ex-
ercise of functions hereby trans-
ferred, are hereby transferted to
the State Deparunent of Con-
servation.

§524. Coinmissioner or merged
agencies as agency of state for ac-
cepiing and expending federal
funds and carrying out purpuses
Jof federal laws

The comunissioner is  desig-
nated as the szole zgency of the
state for accepting, administering
and expending any and all federal
funds awarded or zlizcated to the
state of Louisizna for any pur-
pose covered by any provision of
this Chapter and for carrying out
the purposes of any federal law
concerning any matier cevered
by the provisions of this Chapter;
however, each of said agencies
snail remain in existence as
agencies within the Division of
Natural Resources and Energy of
the Department of Conservation
and to the full extent required by

any federal law or reguiation,

shall serve as the agency of the
state to accept federal funds and
administer them In connection
with their programs and func-
Hons as provided by law prior to
this merger and censolidation,

§525. Transfer of employees

All employees heretcfore en-
gaged in the performance of
duides in any agency In the ex-
ercite of fuoctions transferred by
this Part to the Commissioner
shall he transferred with such
functians to Stite Department of
Conservation to the full extent
necessary to carry out the pur-
poses of this Chapter and shall,
so far as practicable and neces-
sary, continue to perform the
duties heretofore performed, sub-
Jeit to the state civil service laws
and regulations and the laws and
requlaticns governing the state
emplovers retirement system.

§526. Orderly transfer

In order to eflect an orderly
transfer of the agencies and func-
uens aliectad by thus Part the fol-

lownng procedure shall be el
forted to-wit:

(1) Not lster toan Janeary A,
1574, the governing authorities of
exch of the agencies herein merg-
ed, conschdated and transferred
shall transmit to the governor,
the commissioner of administra-
tion and the Commissioner such
information necessary to effect
plans for such consolidation,
merger and transfer as may be
prescribed by the commissioner
of administration, including but
not limited to the following: (a) a
complete list of all personnel,
their salaries and job description,
{h) a complete inventory of all
furniture, fixtures and equipment
of every kind and description
whatsoever; (c) all financial and
bookkeeping recerds; (d) a sum-
mary of all floor space in state of-
fice buildings or otherwise then
being utilized.

(2) There then shall be pre-

pared and transmitted to the gov-
ernor and commissioner of ad-
ministration a “transition plan
for consolidation™ not later than
February 15, 1974. This plan shall
include a detailed procedure for
the consolidation and merger of
offices and functions, including
the transfer and utilizaticn of
jobs, personnel, funds, office
space and equipment, and such

other information as the governor ~

may reguire. Said plan shall be
used by the Commissioner in ac-
cordance with the provisions of
this Chapter in effectuating and
implernenting the purposes of
this Chapter.

§527. Effective date of merger,
consolidation and transfer of
functions: appropriations

The merger, consolidation and
transfer of functions provided for
by this Part shall commence on
March 1, 1974, and shall be com-
pleted on or befare 30 days there-
after, and it is hereby specifically
provided that when and as the
merger, consolidation and trans-
fer of functions is effectuated a3
to each of the boards, commis-
sions, agencies, and entities af-
fected by this Part, all funds then
remaining to the credit of each
from legislative appropriations,
and any funds budgeted for or
otherwise available to or for the
benefit of any agency, institution,
facility or program to carry oul
the functions herein consolidated,
mergad and transferred, shall fol-
low the functions and activities
herein transferred to the Com-
missioner. Thereaiter the dis-
bursement of and the account-
ability for said funds shall be the
responsibility of the Commission-
er.

§528. Agencies created at same
session

In the event that any other
laws are enacted at this 1973 Ex-
traordinary Session which create
and provide for boards or other
agencies charged with the func-
tions of the administration, en-
forcement, management or oper-
ation of matters and facilities
governed by this Chapter, each
such board or agency and its
functions are hereby merged,
consolidated and transferred into
the State Department of Con-
servation in the same manner
and to the same extent as are the
boards, commissions, agencies
and offices enumerated in this
Part, such merger, consolidation
and transfer to be completed no
later than Aoril 1, 1974,

PART Ul POWERS

§541. General powers; Com-
m':ssi%nsr, requitements

A. To accomplish the purposes
of this Chapter the Cornrfus];?:::er
1s authorized to:

(1) Employ such officers,
agenl_s, employ_ees. and proles-
sional personnel, Inciucing legal
counsel, as he deems necessary
for the performance of hyz pow-

as he may ce upan, {or
financial, engineering and er
professional services necessary or
expodiont in the conduct of the
affairs of the State Department
of Conservation under tha provi-
sions of this Chapter;

(3) Utilize the services of the
other executive departments of
the state upon mutually agres-
able terms and conditions;

{4) Receive, by gift, grant, do-
nation or otherwise, any sum of
money, aid or assistance from
any person or the United States,
its agencies, the State of Loui-
siana or any political subdivision
thereof;

(5) Represent the state in all
matters involving or affecting the
interest of the state and its resi-
dents, relative to its natural re-
sources and energy, includirg
particularly oil, gas, and other hy-
drocarbons, before the Federzl
Power Commission and other
federal agencies, ofiices and Con-
gressional Committees and in all
judicial actions ansing out of the
proceedings of such agencies, of-
fices and committess or in rela-
tion thereto; znd, for this pur-
pose, to employ cpecial legal
counsel to prosecute, defend, in-
tervene or otherwise partlcipaie
in such proceedings;

(6) Do any and all things reces-
sary or proper for the devel-
opment, regulation and accem-
plishment of the purposes of this
Chapter.

§542. Administration and en-
forcement

A. Except as otherwise pro-
vided in this Chapter, the provi-
sions of R.5. 30:5, 30:8. 30:13,
and 30:15 shzil apply to the ad-
ministration and enfcrcement of
this Chapter.

B. The legal counsel employed
or retained by the Commission
when authonzed by the Comm
sioner, shall be entitled to repre-
sent the state and the Comrmis-
sioner and o app=ar in the courts
and before azencies of this state
or the agencies and courts of the
United States and of other states,
to carry out the purposes of tais
Chapter.

C. Whenever it appears to the
Commissioner that any person
has engaged, is engaged, or is
about to engage in any acts ¢r
practices consututing a viclation
of this Chapter or of any regu-
lation, rule or order issued here-
under, the Commissicner may
bring an action in the court hav-
ing jurisdiction, to enjoin such
acls or practices and to enforce
compliance with lhis Chapler or
any rule, regulation, or order
thereunder, and upon a proper
showing a temporary restraining
order or a prelimuinary or per-
manent injuncticn shall be grant-
ed without bond. The relief
sought may include a mandatory
injunction commanding any per-
son to comply with this Chapter
or any such regulation, rule or or-
der issued hereunder, and o
make restitution of money re-
cewved in violatlon ¢f any such
regulation, rule or order. The
Commussioner may transmut such
evidence as may be available con-
cerning such acts or practices or
concerning apparent violations to
the district attorney having juris-
diction over same ‘¥ho. in his dis-
cretion, may institule pecessaly
criminal proceedinga.

§543. Suit by party in interes!
upon commissioner’s faiure to
sue

If the Commissioner fails to
bring suit within ten duvs to re-
strain a violation as provided In
Subsection C H.S. 30342 dny er-



crest auversely aliecisd
yon who has nolified
ivner in wriling of

or threat thereof

Py . may bring swt to
pravent any of further violations,
- im the district court of any parish
in which th2 Cornmissioner cculd
have brought suit. If the court
Jiolds that injunctive relief stould
be granted, the Commisicaer
<nall be made a party and ¢hall
e substituted for the permn.who
brought the suit and the in-
junctio shall be issuedas if the
Commissioner had a? all times
been the complaining jjarty.

§544 Violations, pesslities '

Any person who walliully viol-
ales any provision of thiy Chapter
or a'ry regulation, rula or order of
the Commissioner issued here-
under, or who willfzlly furnishes
false information tu the Commuis-
sioner under this Chapter, shall
be deemed guilly of a mis-
demeanor and, upon conviclion
by a court of compe:ent jurisdic-
tion, shali be lined not more than
$10,600.69 or imprisoned for not
more than one year, ©or both, for
each viclation.

§545. Noncompliance not ex-
cused by contractual oblizations

Noncompliance with the provi-
sions of this Chepter, or with
rules, regulation:,. or orders is-
sued by the Comriissioner under
this Chapter may not be excused
on the basis of uy private con-
tractual obligatis. No person
vho complies witd-the provisions
of this Chapter or with the rules,
regulations or crcgrs of the Com-
missioner issued: «wuder this Chap-
ter shall be liabixin damagzes ei-
ther ex contractu:or ex delicto by
reason of such crmpliance.

€546. General powers to con-
trol natural resoirces and energy

A. The Cormissioner shall
have the powers and duties of:

(1) Developing 2 program for
the equitable distribution of
energy supplies .n Louisiana;

(2) Preparingy all necessary
studies of the sources of energy
available to ths: State of Loui-
siana;

(3) Preparing «d implement-
‘ing plans and pragrams for the
conservation o% zall available
energy resgurces and the pre-
vention of the piysical and eco-
romic waste, wastelul use or
wasteful utilizaticn thereof and
conducting, or ha ing conducted

"appropriaie research in con-
nection therewith;

(4} Preparing and implement-
ing plans and procedures to carry
cut the policies and programs of
all federal and state laws, rules
and regulations pertaining to the
mandatory and voluntary con-
"servation, allocation, rationing
and distribution of energy re-
sources and supplies; and

(5) Promuizating regulations
for the mandatory allocation of
the use and end-use of intrastate
natural gas, and of such fossil
fuels and-other fuels as the state
may be directed or requested by
the federal gavernment to allo-
cate, ralion, conserve:or other-
wise control.

B. The Commimicner shail
haverand exercise all necessary
power ano authority (9 supervise,
govern, regulate and 1ontrol the
production. transportdion, dis-

tribution, storage, sale, ure and

Fnd-use'of intrastate naturzl gas,
including the power and author-
ity to supervise, govern, regulate
ard control intrastate natural gas
fransporters and all aspeds of
sales of intrastate natural gas io-
cluding direct sales to industrial
wisis for fuel or for cther uses;
prrovided, however, the Commis-
siamer shall have no authority to
regzlite the sale prices of in-
tristile natural gas except as au-
therized by the provisions eof this
Chapler wath respect to prices on

lations, and crders, as necessary
to provide for the enforcement of
the laws of the Umite=d States and
regulations of appropriate federal
agencies to the extent such en-
forcement, power, autherity and
responsibility is delegaied to the
siate, for the mandatory alleca-
tion or rationing of natural gas,
crude oil, residusl [uel oil, re-
fined petreleure products and
other fuels.

§547. Extrzcdcn of ethane and
heavier hydre:a:bons not prohit- _
ited; not rezalated as natural gas

The {Corumissioner shall not
have the autharity to prohikil the
extraction of ethane and heavier
hydroczrzon3 from natural gas,
nor shzll these hydrocarbons be
regulsied @5 intrastate natural
gas under tids Chapler,

§34% Exercise of powers

The Commissioner shall ex-
ercise Li§ powers so as to pro-
vide, undfer Lhe priorities here-
inafter set forth, to the maximum
extent pritticable, for:

(1) Prazeclion of public health,
safety, aid wellare (including
maiztenarce of hospitals, juve-
nil¥ and adult correctional in-
slitsiions nursing hemes, dormi-
tora=q, ‘otels, motels, and resi-
deiziat freating, such as individ-
ual trumes, apartments, and sim-
ilar crmipied dwelling units);

{2 Ninntenance of agricultural
op=mtions, and the processing of
agriediural products, including
farwwiing ranching, dairy, water
comsaration and commercial
fisting aclvities, and services
diraizis related thereto, and
mairtenance of food processing
plant:. businesses and facihities
prixcmsing produc® for human
co nauaption;

(T) fMperations and encour-
agzernert: of exploration, produc-
ticn, jpocessing, and refining el-
fo7s tmattain maximum produe-
tion cor extraction of oil, in-
trastdi= natural gas and other hy-
drocartas;

4y Tipntenance of all public
ervices {including fzacilities and
serrices provided by municipal,
conperaive, or investor owned
utitities ur by any state or local
=t or actherity, and in-
ng ‘ransportation facilities
—ares which serve the pub-

iani);

(5) diatenance of commercial

and industrial, business, plant
and Ffaclity operations, partic-
ularky te minimize economic dis-
location of business, and in-
dustsy, 2nd employment therein;

(6) Preservaticn of an econom-
ically sourd and competitive pet-
roleum, petrochemical and chem-
ical industry;

(T) Assiance to private in-
dustry in cbtaining the most ef-
ficient and safe transportation of
intrastate natural gas from the
sources of supply and reserves to
the different parts of the state
through irirastate pipelines, re
gardless of the ownarship of the
intrastate pipelines, te obtain
maximum utizztion of all exist-
ing intrastate pipelines -within
the state of Lou:sizoa, the intent
of this Chapter being to encour-
age, durect, mandate and enforce
“the use ol excess capacity of in-
trastate pipelines to foster the
movement of intrastate gas
‘abnut the state of Lowisiana.

§349. Accounting

The Comnussioner chall be em-
pu.ered to promulgate and en-
force a uniform syctem of ac-

counling by intrastate natural gas

transporters, where deemed ad-

*As it appears in the enrolled bill
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visasie 07 o
aizure that intrasiates nalural gas
transporters accuralely report t
resuits of thelr operation

by facililaung rate regulations
those instances where the Com-
missioner is cailed upon o estab-
lish reasonable rates for
transportation and satz of gas.

£550. Compilation and publica-
tien of information by commis-
sioner

The Commissioner shall be em-
powered to gather, anatyze,
mainlain and publish information
on intrastate natural gas pipzlin
and preducers, transporters, dis-
tributars, and users of intrastate
natural gas.

_ §551. Commissioner not subject
to other agencies

Notwithstanding any other pro-
vizions of law o the contrary, the
Commissioner, in the exercise of
his powers, functions and dulies
as provided in this Chapter, shall
nol be subject to the supervision,
regulation, control or jurisdiction
of the Louisizna Public Service
Coemimission, or the State Mineral
Board. Also. the fees, rates, rent-
al and other charges and services
of the pipelines and related fazil-
ities under his administration
shall not be subject thereto.
~ §332. Regulation by comimis-
“sioner of gas transporter exempt
frcm FPC
The Cemmissioner shall have
the power and autherity to regu-
iztz the rates, services and facil-
i any person certified as an
intrastate natural gas transporter,
and the Commissioner, or his
delegate, mzy certify to the Fed-
erzl Power Commission that the
Commissioner has regulatory ju-
rizdiction over the rates and serv-
ices cf such persan and facilities
and 1s exercising such jurisdic-
tion, with the intent that such
certificate shall censtitute con-
riusive evidence of such regu-
latory power or jurisdiction as
permitted by 15 U.S.C.A. 717 (o).

§533. Excess capacity.

A. The Commissioner shall be
empowersd  to investigate the
need for using excess capacity of
an intrastate pipeline and when
appropriate, and if an intrastate
natural gas fransporter and a per-
sof 6wning an intrastate natural
g2s supply or reserve cannot by
private contract agree upon ar-
rangements for, and rates and
charges for, the ransporiation of
that person's intrastate natural
gas, the Commissioner may re-
quife an intrastate natural gas
trarnsporter to transport the in-
trastate natural gas of such per-
son within the intrastate pipeline
sysiem from and to the points de-
sired by that person, as long as
the need therefor exists; pro-
vided however, that the trans-
porter may terminate the con-
tract or enforcement proceedings
for use of its pipeline by that per-
son upon giving the Commission-
er and that person ninety days
notice that it will, in fact, have a
specific need for the excess ca-
pacity of ils pipeline, or a part
thereol, to transport its own gas
or the gas of its subsidiaries or of
its parent or of a subsidiary of its
“parent, or to satisfy the require-
ments of its own transportation
or sales contracts for which it
then possesses adequate gas sup-
plies to fulfill.

B. The Commissioner shall be
empowered to investigate the
purported need of the transporter
to so utilize its excess capacity
and to disapprove the trans-
porter's termination of the con-
tract if, in fact, the transporter
does not have a bona iide need
for the excess capacity; or if, in
_the opinion of the Commissicner,

“the public interest and the pur-

T
*As il appears in the enrolled bill
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2 I
imum capacity of intrastate pi
lines a2t sl times for s
ment of intrastale gas sbout thy

porter to receive aden

pensation as herein
for any such us2 of 1z pigeline.

C. The Cemmissioner shall pos
sess jurisdiction over all in
trastate pipelines and ail in
trastate natural gas tronsporters
and shall be empowered to re
quire natural gas transporiers ic
use and/or make available its ex
cess capacity for transport of nai-
ural gas owned by others under
the provisions of this Section.

D. Inuastate natural gas trans.
porters which transport gas for
others under the provisions of
this Chapter shall be protected in
their transporting of intrastate
gas for the purposes of this Chap-
ter fromn liability to their existinz
contract purchasers, zs a resuit
thereof, and shall not be Lable to
their contract purchasers under
any circumstances from having
utilized the excess capacity ir
their lines for the berefit of the
public as deflined in this Chapter.
No natural gas contract purchas-
er will be entitled to claim losses,
damages or compensation from a
pipeline ccmpany as a result of
the pipeline company having
complied with the direciions,
mandates and crders of the Com-
missioner.

The owner of intrastate natural
gas transported under the provi-
sions of this Section shall retsin
title thereto while the gas is in
transit.

E. The Commissioner shall b
empowered to investigate an
regulate the rates, charges and
services for transport of i
trastate natural gas in intrasts
commerce on his own motlior
upon the request of either a
transporter or-a parson using or
desiring to use the cxcess capaci-
ty of an intrastzte pipeline. If a
transporter and a persaon using or
desiring to use the excess capaci-
ty of an intrastate pipeline cannat
agree, then the (ommussioner
may, alter hearing or hearings in-
velving interested partiss, fix the
rates and charges for the trans-
portation of intrastate natural zas
in intrastate pipelines ¢n eithar a
point to point basis within a pipe-
line or on a segment of a pipe-
line, with the ratcs to be fixed by
the Commissioner to be suificient
in amount to reimburse the trans-
porter for the cost of furnishing
the particular services in each in-
stance, and to return to the trans-
porter a reasonable profit for its
services and use of its facilites,
commensurate with the rates of
return for simijlar services per-
formed by the instant transporter
and other transporters per-
forming reasonably related and
similar services in the state of
Louisiana so far as deemed prac-
ticable under the circumstances;
provided, that the totzl cost to
the pipeline company of the pipe-
line company’s entire intrastate
pipeline system shall be consid-
ered in establishing the price for
any transportation service per-
farmed, and also for estatlishing
its cost for the transportation cf
its own gas for sale to others.

b
O e

§554. Certificates of trans-
portalion; expropriation

A. The Commu.sioner shall is-
sue a certificate of transnartation
to each intrastate natural pas
transporier. All such transporters
receiving a certificate of trans-
portation from the Commussioner
shall possess the right of ex-
propriation with authority (o ox
propriate private property under

_the general state exprepriation



el
s, and shall have the righi to
lav. atain and cperate pipe-

tepotiier with telegraph and

<31y and in-
ation of these
pipelines. ovir rivate property
thus expioprizted, znd have the
{uriher rizht to 3y, maintain and
opcrate pipehnes along, across,
over 2nd unicr any navigable
stream or putiic highway, streel,
bridge or otzer public place, and
also have threauthority, unt!er the
right of exrropriation herein con-
ferred, to aross railroads, streed
railways, zad other pipelines, b
expropriating property necessay
for the crissiag under the gennal
expropriation laws of this sue.
The right t3 run along. acioss,
over or under any public road,
bridge o hughway, as befori:pro-
vided for, may be cxercised only
upon condition that the traffic
thereen is nat interfered with,
and that such road or highway is
promptly restored to jts Jormer
conditionrof useftlness, at the ex-
pense of the pipeline owner, the
restoration to be subject also to
the supervison and zpprosal of
the propar lecal zuthories.

B. In the exercice of the privi-
lege herein conferted, owners or
operatars of such pigelires shall
compensate the parish, munici-
pality cr road district. re miective-
ly, for any damage done b such
public woad, in the laying g pipe-
lines, telegroph or teluphone
lines, along, under, 0Zer o1"across
the sarpe. Nothing icthii Section
shall te construed to grmt any
transporter the rizht to .1se any
public street or alizy of zny par-
ish, incorporated city, town or
village, except by exp=ess per-
miissicn from the parisin, city or
sother governing authority.

€555, Construction, =xtension
or abandonment of Iacilities;
condemnation proceadin:s

B e
00 Ly Aty
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A. Whenever the Conmission-
er, after notice and oprortunity
for hearings, finds sucin action

necessary or desirable in the pub-

lic interest and to accomplish the
purposes of this Chapter, he may
by order direnl an intrastite nat-
ural gas transporter to exiend or
improve ils transportatint facil-
ities, fo establish physical con-
necticr-of its transportativn facil-
ities with a gas field gathering

stem or to the pipelne: facil-
ittes of another pigeline com-
pany, reasonably commensurate
in size and distance with the
quantity of natural gas avzilable
for tramsportation therein. Pro-
vided, towever, that the Conmis-
sioner shall have no authority to
compel the enlargement of trans-
portaticn fzcilities for such: pur-
poses, ur to compel such irans-
porter to establish physical con-
nection when to do so would im-
pair its ability to render adequate
service Lo ils customers.

B. No intrastate natural gas

transporter shall abandon all.or .

any portcu of its facilities sub-
ject to the jurisdiction of the
Commissio.er, or any ssrvice
rendered by means of such facil-
ities, withoul the permission and
approval of the Commissnner
first had and obtained, allm a
finding by the Commissioner tiat
the availahle supply of natu:al
Eas is depleted to the extent that
the continuznce of service is urr

warranted, cr that the public in--

terest and etergy needs permit
such abanconment. )

C. No intrastale natural gas
transporter shall enzage in the
transportation of intrastate nalu-
ral gas for others, subject lo the
Jurisdiction of the Commizsioner,
or undertake thz construction er
extension of any facilities there-
for, or arquire or operate any
such facilities or cxlensians
thereal, unless there is in force
with recpect to such transporter
an order of the Comymussioner au-

le s

{hord Az such acts or sperationy
unless exzmpt therelr under
the terms of this Ch or
watved by the Com
dor the zuih. oihies grinte
under. Provided. however, thatof
any such transprrier or pre-
deeessor in interest was hana fide
enzaged in transportatisn of nat-
ural gas, subject to the jurisdic-
tion of the Cemmissivner, prior
to the effective date of this Chap-
ter, over the route or routes or
within the area for which appl-
cation 13 made and has so oper-
ated since that time, the Commis-
sioner shall issue such order
without requiring further proof
that the public intercst will be
served by such eperztion, and
without further proceedings, if
application for such order is
made to the Commissioner 'sith-
in ninety davs aiter passage of
this Chapter. Pegding the deter-
mination of anv surh application,
the continuance of such epsration
shall be lawful.

In all othor razes
cation shall be Je
dance with the oroced
wise provided Chzoter and
such order shi = er de-
nied accordin
ever, that t
issue a temp
of emerge

Lo ariwe main-
tenance of sLata smvice or to
serve particaiar customers, with-
out notice or hearng. pending
the determ’=zzion of an appli-
cation for 3 permanent order,
and may iv mzulation exempt
from the regairements of this
Section terr oroary acts or oper-
ations for w%ch the issuance of
an order therdor vill not be re-
quired in ti zebue interest.

D. Apphicatio= for orders as
provided fesr in Faragraphs A, B
=:z!l be made in
writing to the Tt zioner, be
verified uncer nzh, and shall be
in such forr. cummain such infor-
matien, an: nodce theeof shall
be served upwn sich interested
parties in sucon cmanmer as the
Commissionez  zhzl. by regu-
lation, requirs.

E. Excopt
erned by the
in Subsection T
an order shal
qualified appli
thorizing the =i
the operaticn,
tion, extensio
covered by the z

the cses gov-
s.o7E oontained
nis Section,
=2 to any

and willing preps
acts and to rerferm the service
propoced and to rm oo the
provisions of this Chapt2rand the
requirements, rulzs. ard regu-
lations of the Commassioner
thereunder, and that the pro-
posed service, operation, con-
struction, extension, or 3cjuisi-
tion, to the axtent authorized by
the order, is or will be required
by the present or future public
interest; cotherwise, such appli-
cation shall be denied. The Com-
missioner shall have the powes 1o
attach to the issuance of the cer-
tilicate and to the exercise of the
rights granted thereunder such
reasonable terms and conditions
as the public "interest may re
guire. .

F. The Commissioner, after a
hearing had upon his own motion
or upwn appleation, may deter-
mine the service area to which
each authorization under this Sec-
tion is to be himited. Within such
service area as determined by the
Commissinner an intrastate natu-
ral gas transporter may enlarge
or ovtend its facilityes for the pur-
pose ef supplying increased mar-
ket demanids in sych service area
without ‘urther authorzation,

G. Nothing contained in this
Section shall be construed as a
h‘mxl;alwn upen the power of the
Commisiioner 1o issye an order

Jless

i

t2 do the

-

T A I B T

porter.

H. No intrzstate natural pas
transparter <hall connert ifs sys-
trm with, mowe 718 i) or re-

]

1
ceive pas [roin anoths
svstem, including sther pipelings
or pipeine systems owned by th
company, without pricr approval
of the Commussioner,

§556. Lease and sublease of
pipelines by commissioner

To encouraze the construction,
expansion, 1mnrovement or bet-
terment of intrastate natural gas
pipelines, particularly pipeiines
and related faciilies necessary,
incidental or useful to the con-
nection of existing intrastate nat-
ural gas pipeline systems with gas.
producing wells or gas fields, gas
wells or gas [ields capabie of pro-
ducing gas in commercial guan-
tities, and to assist in the gather-
ing of either private “in-kind”
reyalty or stateowned “in-kind™
royalty, or both. the Commission-
er may lease from any person,
firm, corporation, partnership or
association, under the best terms
and conditions as the Commis-
sioner may be able to prudently
negotiate, a pipeline system or
systems, cr parts thereof,
presently existing or hereinafter
being built, including pipeclines,
pumps, storzge and all other fa-
cilities, siructures, and projects
incidental, necessary or uselul in
the production, {ransportation,
distribution and delivery of in-
trastate nztural gas and hydro-
carbons, which, in the judgment
of the Commissioner may provide

necessary faciljties to make avail-

able supplies of intrastate patural ~

gas to the residents, commaercial
businesses, and/or Industries of
Louisiana. The Lommissioner
may also sub-lease to any person
any pipeline which he may so ac-
quire, upon the bast terms and:
conditions as the Commissioner
may be able to prudently rege-
tiate, including a rental based
upon a scheduled payment to be
made for each 10490 cubic feet of
gas transported through tha sub-
leased line in amounts deter-
mined by the Commissioner to
reasonably assure payment of the
rentai under the lease from the
anticipaled supply of gas to be
transported during the term of
the lease. The Commissicner is
not authorized to enter into a
lease as authorized herein until
he has first determined thzt no
other pipeline is or will b2 avail-
able to transport the particular
supply of intrastate natural gas in
guestion to the residents, com-
mercial businesses, and/or in-
dustries of Louisiana, for the rea-
son that this special power of the
Commissioner is to be utilized
only for the purpose of making
available to the residenats, com-
mercial businesses andsor in-
dustries of Louisiana supplies of
intrastate natural gas which
might otherwisze not be made
available for production and dis-
tribution or which might other-
wise not be available for input
into the intrastate pipeline dis-
tribution or transportaticn sys-
tems within the State of Loul-
siana.

§557. Construction and oper-
ation of pipelines by Com-
missioner

A. The commissioner shall be
empawered to plan, finance, con-
struct in accardance with the pro-
visions of Section 2211 of Title 38
of the Louisiana Revised Statutes
of 1930, develop, acquire, main-
tain and operate a pipcline sys-
tem or sysic™s, inclusive of pipe-
lines, pumps, sterage and all fa-
cilities, structures and properties
incidental and necessary or useful
in the transportation, distribution
and debivery of natural gas and
hydrocarbons from any and all
paints af producticn lo points of
ronsuMpuUon or ta the et of

nuisiana,

oo

ate the rraduction

SUI0n,

—n

[=8

carbens, inclad:ine
carbons received as
kind” by private lan
OWTETS, Under priva
by the state, pursuan
leases by the state, |
and political subdivi
gas and hydrocarben

al owners.
B. In order to provide for the

financing, construction, devel-

opment, maintenance and cper-

ation of said pipeiine svs

the commissicner may lea

rent to others. after advert

use-
ment in accordance with the pro-
visions of Section 142 of Title o0
of the Louisiana Revised Statutes

of 1530, the facilities constructe

sary and incidental,
the production, (ran
distribution and dalve

from point of produ
of consurhiptizn or
distribution for censum

C. The commissiocner may bor-
row funds not t e
1

and mortgaz K
lease or leases , a5
signed or subleased by the com-
missioner.

D. Anythinz herein to the con-
trary notwithstanding, the com-
missioner sizll not exaroise any
of the rights or powers granted to

him in Subsections A. B, and C of

am
1
[¥]
]
Y
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o
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firms, or corooratic
forming the acts an
are constructing @
struztzd the facites t ;
the services contemplated by thi
Section. Pricr to exerci
of such rights
cemmissioner
official journal
tice describin
Or services c
commissioner,
persons, firms ¢
si
ices or to consiruct the facibties
to provide the services c=scribed
in the notice, shall have a pericd
of thirty davs from the date of
last publication of the rotie
within which to notiiy the com-
missionar of their intention to
perform the acts or services or to
coastruct the facilities to provide
the services described in the no-
tice. In the a5sence of such noti-
fication by a private person, firm
or corporation, or il such person,
firm or corporatian, having given
notice of intention to perform the
acts or senices or to construct
the facilities to provide the serv-
ices contemplaied by the com-
missioner, f3alls to commence
same within sixty cays from the
date of netificaticn of the com-
missioner of such wntentica, the
commissicner may proceed to
perform the acts, construct the
facilities or provide the services
originally contemplated.

E. In exercising the rights and
powers granted to him in this
Section, the Commissioner shall
be vested with authonty to:

(1) Acquire by expropriation
any properlies necesiary or use-
ful for the purpc,es of Lz Sec-
tion, in accordance with the gen-
eral expropriation laws of the
stite. The Commistiuner shall
not have the aulnorly to ex-
propriate muneral lesses, pas sup-
phes, gas reserves, ail relinenwes,
rmnerals, muneral rights or pipe-
Lines used 10 connwection here

v

2
=]
ont




with. No porsen shall be granted
shepsne appeal {rom any
ent rerdered by oa disinct
n oty on action
lued by the conumissioner here-
under in which 1t is keld that a
requested exptnpriation be ap-
proved.

(2) Provide such lLight, water,
police protection and other serv-
tces {or the focilities 2z he deems
advisable.

(3) Establish and collect rea-
senable fees, rates, turilfs, or oth-
er charges for the vse of all facil-
ities administered v him and for
all services render-<d by him.

F: In the excro.te of the pow-
ers; duties and functions granted
to the Commiss'oner in Subsec-
tian A hereof, viith vespect to the
production, traascoriation, dis-
tributicn and delvery of natural
gas and hydrocerbans received as
royalties “in-iind” by private
land or mineral owners under
private leases and by the state
pursuant to minzral leases by the
state, its agencies and political
subdivisions, the Commissiorer
shall zllocate and’/or ration all
such natural zaz and cther hydro-
carbons received as “in-kind"
royaities in accordance with the
priorities estzblished in para-
graphs (2) through (i), inclusive,
of R.S. 30:572 and, notwithstand-
ing any other provisions of RS,
30:572 or an:- other law to the
contrary, the priorities estab-
lished in siid paragraphs (a)
through (i), sithout any change
or modificz'icn thereof what-
soever, shall govern the alloca-
tion and/or rationingz of natural
gas and oth:r hydrocarbons re-
ceived as “iickind™ royzlties un-

Ak Seleils

less the Ccmmissicner deter-
mines such priority use is imprac-

tical under thie circumstances.

G. Within 90 days after the ei-
fective date of this Act, the Com--
missicner of Conservation shall
promulgate a set of rules ang
regulations for intrastate pipeline
safety, using as a guideline these:
rules and regulations authorized
by 49 US.TA. §i871-188% in-

clusive as astablished by the
United State:rzSecretary of Trans-
portation.

§558. Bond issue for pipeline

A. In ordir to finance capital
improvemen’s autherized by R.S.
30:557, the Commissicner shzll
have the power to borrow mongy
not to exceed $50,000,000.00 and
evidence the jorrowing in the is-
suance and salée of bonds or other
obligations of the State Depart-
ment of Conservation, the princi-
pal and interest of which shall be
payable snlzlv. out of revenues
herein authorized to be dedicated
and pledged fsr such payment.

B. The bonds or other obliga-
tions issued under authority of
this Section sheil be solely the ob-
lizations of the State Department
of Conservationr and shall recite
on their face that they do not
constitute obligations of the state
of Louisiana o~ of any parish,
municipality or- cther political
subdivision of the state. The
bonds or other obligations shall
be authorized snd'issued by writ-
ten authorizaticn of the Commis-
sioner and shall be of such series,
pear such date or dates, mature
af such time or times, bear inter-
et at such rate or rates, be in
such form, either zoupon or fully
registered without zoupons, carry
such registration and ‘ex-
changeadility privil—ges, be pay-
able'in such medium of payment
and at such place or places, be
subject to such terms of redemp-
tion and be entitled to such prior-
ities on the reverues authorized
by this Secticn to be pledged for
the paymert of principal and in-
terest of such bonds or ather obli-
gations 25 such written author-
1Izatinn may provide The bonds
and the csupons, of anv, attached
theretn shail be execated in the

formad
Commiisionsr's
ization

C. The boads ar ether obliza-
tinns azsued under 20thonty of
this Section shall be snld by the

State Bond Commissinn an accor-
dance with RS 39:1543, except
as otherwise provided herein. to
the hichest bidder on ealed pro-
posals at public sale at not less
than par and accrued interest, af-
ter publication of notice of sale at
least seven days in advance of the
date of zale in newspapers or fi
nancial journals  published at
such glaces as-the State Bond
Commassion may determine, re-
ser-ng to the State Bond Com-
mizzon the right to reject any
anziall bids.

ND. Any bends cr other cbliga-
tirms issued hereuncer shali be
pavable from and be secured by
the pledze of the revenues de-
vived from the operation of the
nipeline svstem or cystems, as
costructed, acquired, extendsd

“or improved with the procesds of

the bonds, subject onlv to prior
parment of the reasonable and
neressary expenses of operatin
and maintaining the syst
systemns. Any holder of the cords
or other obligations or of
tie coupons thereto @
raay by aopropriate lega
iompel performance of all
vequiced of the Commissicne
arder to enforce pavmernt of
onds when due. If any bonds o
other obligatiops issped ERere-
under is pera to
default as to principal or inter
any court of competent
tion may, pursuant to the
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or other oblizations, appoint a r=
ceiver for the system or =

systems and coliect ans
tribute the revennes thereo
suant to the provisions
quirements of the Com 3
er's wiitten autheorization for the
bonds.

I{ more than on2 sax=s of
bonds or other oblizatiors i3 is-
sued hereunder paydble {rem the
revenues of the system o7 sys-
tems, priority of len on such rev-
enues shall depend on the tirme of
the delivery of the bonds oz cther
obligations each series eniavin
lien prior and superior to th
joved by any series of bomnds or
other obligations subsequenti
delivered, except that where pr
vision is made in the proceeding
authorizing any issue or seriss o
lionds or other oblizations for the
issuance of additioral bends or
cther obligations in the future on
a parity therewith pursuant to
procedure or restrictions pro-
vided in suci: proceedings, addi-
tional bonds or other cbligations
may be issued in the future on a
parity with such issue or series in
the manner o providad in such
praceedings.

G
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E. All bands or other obliga-
tions issued under the provisions
¢t this Section shall constitute
nezoticile instruments within the
meanime of the Louisiana Nego-
tiable Izstruments Law. The
bonds or cther obligations and
the income thereof shall be ex
empt from all taxaticn within the
state of Louisiana,

F. When the Commissioner has
issued bonds and pledged the rev-
enues of the pipeline system or
systems for the payment thereof
as herein provided, the Commis-
sioner shall op~rate and maintain
the system cr systems and shall
impose and collect fres and
charges fur the secvices furnished
by the system or systems, in-
cludicg those furmished to the
State Department ol Con-
servation, n such amounts and at
such rites as shall be folly suf-
fricent ot wl! e to (1 pay the
expenics of iirye and man-

AL Plemyonp onatemi.

12} provide a sinking fund
ficient to assure the prom

ment ol prineipal of and 1
on the bonds or ether obi cations
as each fails due, 71 provide

such ressonacle furd for contine.

genales as may ke required by
the Commussioner's writien au-
therization for th2 bonds or oth-
er obligations, and 141 provide an
adequate depreciation fund for
repairs, extensions and improve-
ments to the svstem or systems
necessary to assure adequate and
efficient service to the public.
No board or-commussion other
than the Commissioner shall
have authority to fix or supervise
the makirg of such fees and
charges, which shall be in
amounts reasonably necessary
for the purposes terein stated.
G. Any written authorization of
the Commissinner authorizing the
issuance of bonds or ather gbliza-
tigns shall be published at least
three tirmes in fen days in a news-
paper published in the city of
Baton Rouge. For a period of

thirty davs (rom the date of the
puklication,

cn in inter-
cality of the
icn of the Com-

the znnds or
z to be issued
thereto znd the provi-
curing the Sonds or other
incivdingz the validity
or other contract

After the expimation of thirty dayvs
ro one shzl have anv rizht of ac-
tion to contest the validi

pumsuznt to which the bords or
citer cblicerions were issued,

cther abiga-
g relating
sively pres

iy
a1 on court

irguire E
H. The Cor

wTitten aubhy

er may oy
authorize
r other ob-

g, extending and unifving
{he whole or any pant of the prin-
cipal, interest and redemplion
rniums on any outstanding
Sends or other obligations issued
under the a2uthonty of this Sec-
tion. The refunding bor:ds or oth-
er obligations may either e sold
and the progcesds appiied to or
deposited in escronwy for the re-
tirement of the outstanding
honds or other chlizztions, or
msy be delivers11a exchange for
the outstandir. Sonds or other
oblizations. Tr- ~2{unding bonds
or other oblizatans shall be au-
therized in all respacts as original
bonds or other obiigations are
herein required ta b2 authorized.
The Commissioner, 1n authorizing
the refurding bends or other obli-
gations, shall provide for the se-
curity of the bonds or cther obli-
gations, the sources from which
the bonds or ather abligatinns are
to be paid and for the rights of
the holders therent in all respects
as herein provided for other
bonds or other oblizations issued
under the authaerity of this Sec-
tion. The Comrrnissicner may
also provide that the refunding
bends or other obliratiens shall
have the scme pricaty of lien on
the revenuss pledeed for their
payment as wis erpuyed by the
bonds or other ohhzations re-
funded.
PART IV EMERGENCY GAS
SHORTAGE ALLOCATION

PLAN

PTE

§571.
gation
plan

The Governor of Louisiana
sha'l have the authority pursuant
o the polive pewers granted him
by the Constitubing of thys Stpta,
from Bme 1 tmne Uy dey lare g

tate al EMOPINEE qo n ey f

and nuplementation of

‘a prionty basis to users wit!

Establishment, promul-’

g T

trastale
needs purseant t

naturs

throuzh e} ¢f Svehee
Section 372, In connecy,. W8
with, 25 soen as practiminia
Commissioner shall estatlizh an
promuigate a2 plan for statewl
emergency mntrastate naturzl
conservation, ailocation cr ra
ning, which shall be implemented
and erforced by the Comnmuszien-
er under controls and enforce-
ment procedures herenafter pro-
vided. The plan shall remam in
effect as implemented and
changed {rom time to time hy the
Commussicner, untl the Gover-
nor, by proclamsation, shall de-
clare that a state enerzy eme-
rgency no longer exists. The plan
shall maintain, preserve ard pro-
tect all vital services in the siate
depending upon intrastate natu-
ral gas and. to the extent d2emed
practicahie by the Commissicner,
shall provide for the curtailment
of unnecessary znd lesser priocity
uses of intrastate naturat gas.

§572. Priorities

The allocation or rationing and
conservation program under the
plan previded for bv this Part
shall include the following:

(1) A priority system and plan
to be implemented without delay, .
for ccnservation. 2atlecation,
and/or rationing of intrasiate nat-
ural gas qualitatively and qu
titatively among distributors &
consumers. To the extent prac-
ticable, such priority allocaticn or
rationing programs shall incled
but not be lmited to, meazsu
to insure that available intr
natural gas will be distributed o
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the state to avoid er minimize &4
verse impacts on the pubil
heaith, welfzre and economic
weli-neing of the State; provided,
however, that unless the Com-

* missioner rules otherwise, in th

event of a serious emerzency and
until hearings can be had as here-
inafter provided for, the prior-
ities of mandatory aliocations and
rationing shall, to the maxmum
extent practicable, be as follows:

(a) Flirst priority shail be givea
to the protectinn of public health
safety and weliare including
maintenance of gas and electrical
services for hospitals, juveniie
and adult correctionai.in-
stitutions, nursinz homes, dormi-
tories, education facilities, hotels,
moteis, and residences such as in-
lividual homes. apartments and
similarly cccupied dweiling units,
and publicly owned water sewer-
sge and storm water dratnage
systems producing their cwn
energy, which systems sup
services to the aforeszaid:

{b)Second priority shall ba
en to the maimntlenance of azr
tural operations, and the proce
ing of agricultural products,
cluding farming, ranching, dairy,
water conservation and cecm-
mercial fishing activities, and
services directly reoiated thersto,
operations -of fcod processing
plants, businesses and facilities
processing products for human
consumption;

{c) Third priority shall bz given
to exploration. production, pro-
cessing and refining eiforts to at-
tain maxmum produclion or ex-
traction of o1l, natural gas or oth-
er hydrocarbons;

(d) Fourth priority shall be giv-
en to the maintenance of com-
mercial and industrial business
activities utibzing less than 12
million cubic fect of gas on a
peak day;

te) Fifth priority shall be given
to the maintenance of all publc
services. wncluding faaihites end
services provided by mumicipal,
coaperative, of investzi-owned
utihties required for customers
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sme under Paragmaphs (0],

td1 next above, or by any
O or local government or au-
therity. snd including trans-
portation facilities ar..-.i services
which semve (he public at large.
“This priority shall nat apply to
pose putdicly owned waler, sew-
e and storm water drain2ge sys-
tems referred to under Para-
graph (&) next above, since those
are of tae first prionty,

(f) Sixth priority slhallbe given
fo the preservation oliun econom-
jeallv,sound and corpetitive pet-
releum, petrochemical, and
chemical industry, provided that,
extept in cases wier2 the Com-

missioner finds that an extreme

erzergency exists and the zbove
prority needs cannct be substan-
tially otherwise yrovided for,
those industries rejuiring the use
of intrastate natural gas for plant
protection, feedsteck or process
nseds, and public utilities gener-
sling electricity dr sale to con-
sumers listed abave under Para-
graphs (a), (b}, {c), (d), and (=),
which own or rave acquired at
the wallhead their own source of
intrastate nateral gas supply or
which acquires such gas supply or
any portion thereof from a
vholly owned subsidiary com-
pany and whicd are using such
supply in the aperation of their
own facilities, shall, as long as
they continue ‘o use said gas for
plant protection, feedstock on
process needs, or for generating
electricity for sale to consumers
listed above under Paragraphs
(a), (b, (), (), and (e), have andd
be recognized as possessing first
priority, abovaz all others, for use
of szid gas. Industrial companies
not ovming intrastate natural gas
reserves for their own use for
plant protection, feedstock or
process needs shall be subject to
curizilment fi-st, and those com:-
panies owninyzintrasiale naturedl

 Pas reserves for their owm use o

-

which acquiressuch gas supply o
any portion thereof from a
whelly owneb subsidiary comy-
pany for such purpn:2s snail b=
‘subject to curtailment secondi
provided, further, that any pex-
son to whom ‘hose industries re-
quiring the us-xof intrastate natu-
ral gas for glant protection,
feedstock or process needs which
own their own source of in-
trastzte maturzl gas may have
heretefore costracted to sell =
portion of thei rown gas for plant
protection, feedstock or process
needs shall have a priority for the
use of said gas for plant protec-
tion. feedstock or process needs
equal to the priority accorded to
their vendor by this Paragraph;

(g} Seventh pricrity shall be
given to the maintenance of in-
dustrial requirements not speci-
fied in Parazcaph (f) next above,
except for boiler fuel;

(h} Subject to the priorities es-
tablished in R.S. 30:572(1) (a) and
(b), eighth prior'ty shall be given
to industrial plants, including
electrical generating plants to the
extent not provided for in Para-
graph (e} above, Iving a present

.requirement for vse of intrastate
natural gas for boiler fuel net
possessing present alternate fuel
cappbilities. Such plants may,
however, be required by the
Commissioner ta convert to alter-
Rate: fuels withia a1 reasonable
lme: considering 2ll pertinent
circumstances, or sufier curtail-
ment by order of the Commis-
sioner of its use of intrastate nat-
ural gas. Provided tkat, if a plant
shall fave commerced reason-
able preparations to so convert, 1t
shall not be required to convert
or suffer curtailmeni as a conse-
ﬁfj‘rﬂte thercof before July 1,
L55 The Commissioner may re-

e
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quire the industry
submut to hirn evidence a
the industrial plant ca
vert to aiternate fuels witnin the
delay specified. and. if the user
alieces otherwise, and if requured
by the Commussionar, why the in-
dustrial plaat cannot be oparated
on a profitahle basis with the uee
of alterrate fuels.

The Commissioner may author-
ize the use of intrastate natural
gas for use as boiler fuel if the in-
dustry demonstrates that it can-
no! «onvert to alternate fuel ca-
peinlity by reason of the fact that
it i economically unfeasible, that
e industrial plant would other-
wise have to close, because it
rould not operate with a margin
of profit considered reasonable in
the particular industry, or that
the cost of converting to alternzte
fuels is totally disproportionate o
tie existing investment in piznt
facilities. If the Commissicner
determines that for those reasons
the industrial plant canmot iea
sonably be converted to ?
of alternate fuel capabiliu
remain in business, the Commmus-
sioner may, if he determines that
intrastate natural gas iz 1z
for such use, grant to
dustry a higher priofity of use
than is herein provided;

=2
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{i) Ninth priority shall be z=a
to industrial plants, incudizz
electrical generating plaz=io the
extent not provided for in Pars-
graphs (e) and () above, faving
a present requirement feor bolisr
fuel use, in those instamoes where
alternate fuel capabilicssmw e
ist, or may be instalie:i vl relz
tively minimal cost an:! deehty. In-
dustries possessing exi: imr alter-
nate fual capabilities r, if the
Commissioner determinzs that al
ternate fuel capabilits cxm be
stailed with relatively
cost or delay, mzy be
their gas supply by th
sioner. and directed i:
missicner to change
intrastate natural gas
ternate fuels within
time to be fixed by the Tor
sioner considering all m=ru
circumstances. The Comr
er may, if he dztermines that iz-
trastate natural gas s zvailztle
for such use, and if the Cawnmus-

minirE

sioner determines that it 15 eco~

plant with alternate fuzls, ¢
to the plant a higher prionts
use. :

Notwithstanding any otrer pro-
vision of this Chapter ot any oth-
er law to the contrary, the Com-
missioner shall have the authorty
to order the husbanding znd sior-
age of intrastate natural gas to
the extent that he deems neces-
sary to protect the public inter-
est.

In the exercise of the powers,
duties and functions granted to
the Commissioner in this Chap-
ter, with respect to the produc-
tion, transportation, distnbution
and delivery of natural gas and
bydrocarbons received as royal-
ties “in-kund™ by private land or
mineral owners under private
leases and by the state pursuant
5o mineral leases by the state, its
amencies and  political subdivi-
wems, the commissioner shall al-
lz=ate and ‘or ration ail such nat-
urat gos and other hydrocarhons
recewved as "in-kind”' royaities in
accordance with the priorities es-
tablished in parsgraphs (a)
through (8, inclusive, of R.S.
30.572 and, notwithstanding any
other provisions of R.S. 30 572 or
any o‘tll]er Law to the contrary the
priorities established in sayd para-
graphs () through (1), without
any change or madification there-
of whatsoever, shall govern the
allocation  and‘or ralning of
natural gas and other hydro-
CArReny recsivel 4y nd

T e S
ruxh e T e B RPN IS TR T T
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is impractical under the circum-
stances.
§573 Application of priorities;

exreptions

The priorities of end-use deliv-
eries set forth above shall be ap-
plierd to the debveries to all in-
trastate natural gas transporters
during periods of curtaiiment on
each transporter’s syztem: ex-
cept, however, that, upon a find-
ing of extraordinary circum-
stances by the Commissioner, ex-
ceptions to those priorities may
be permitted.

§574. Curtailment orders

A. The Commissioner is empo-
wered to require intrastate natu-
ral gas transporters to curtail de-
livery of intrastate natural gas in
conforrnance with the prienities
for use of intrastate natural gas
set forth in R.S. 30:572, and the
Commissioner shall be empe-
wered to promulgate and enforce
supply curtailment programs.

B. Notwithstanding the prior-
jties for use of intrastate natural
gas set forth in R.S. 20:572, the
curtailment of deliveries of in-
trastate natural gas shall be ac-
complished by order by the Com-
missioner whenever he dester-
mines that such curtailment is
necessary in order to accomplish
the purposes of this Cragter, pro-
vided that no such order {or the
curtailment, allocation, or redist-
ribution of intrastate natural gas
shzll be issued by the Commis-
sioner unless and until the Gover-
nor declares an extreme siate of
emergency pursuant to Section
571 hereol.

§573. Curtailment of lower pri-
ority before curtailimert of higher
priority

The above list cf priorities re-
quires the full curtailment of the
lower priority category volumes
to be accomplished before cur-
tzilment of any higher priority
volume is commenced, unless th
Commissioner finds exceplicas to
be in the public interest. Addi-
tionally, the above lst required
both the direct and indirect cus-
tomers of 2 pipeline that use in-
trastate natural gas for similar
purposes to be placed in the
same category of pricrity.

§575.1 Deliveries not to be re-
duced more than ten per cent.

Any other provisions of this
Chapter to the contrary notwith-
standing, no daily aliocation, cur-
tailment or priority of intrastate
natural gas shall result in a re-
duction of more than ten per cent
{107%) of the maximum daily
quantity of intrastate natural gas
contracted to be delivered to a
purchaser under any contract
existing on the effective date of
this Chapter, or to natural gas not
in excess of 25,000,000 cubic feet
of natural gas per day owned by a
person at or near the field where
produced and transported by said
person through his own pipe line
for his own consumption not in
excess of 25,010,000 cubic feet of
natural gas per day. This ex-
ception shall not apoly to con-
tracts for the purchase of gas
hereafter executed. The price to
be charged by the intrastate natu-
ral gas transporter to any person
receiving reallocated natural gas
shall be the arithmetic average of
the price of intrastate natural gas
delivered or deliverable pursuant
to contracts entered into in the
State of Louisiana within 50 days
prioe to such reallocation, and in
the event that no such contract
has been executed during that pe-
riod. then the price shall be
pased upon suxilar contracts en-
tered into within one hundred
eighty (1801 days prior to such
reallocation, but in no event shall
such price be less than the price
stipulated in such contract. Such
allocation made pursuant to this
coction shall be radistrihatat 5ad
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within pricrities one
25 cet forth 5 iz
through (2) inclusive o subsec
tion {1} of Sxclion 572 hereot.
€575 Changs in priorities;
hearings
The Commissioner shall pre
scribe the rules of order or proce-
dure in hearinzs or cther pro-
ceedings to be held in relation to
this emergency gas shortage allo-
cation plan. No change in the
above listed priorities for alloca-
tion or raticning shall be accom-
plished by the Commissioner, in
the ahsence of a serious imme-
diate emergency, except after 3
public heaning upon at lzast ten
days' notice given in the form
and manner and at a time anc
place prescribed by the Commis-
sioner. The Cemmissioner may tn
his discretion designate a mem-
ber of his staff to conduct public
hearings in his behzlf. Any per-
son having an interest in the sub-
ject matter of the hearing shzail
be entitled to be heard.
§577. Change in priorities with-
out hearing; emergency
A. Ii the Commissioner finds
an emergency to exist which In
his judgment requires a change in
the above priorities for aliccation
or raticning of intrastate naturzl
gas, without first having a hear-
ing, his emergency crder provid-
ing for such a change shall re-
main in {orce no longer than
thirty days from its efiective
date, unless the Commissioner
had been physically unable to
hold or complete public hearinzs
_on the matter by reason of the
pressure of multiple public hear-
ings being sought in such mat-
ters, in which event, the eme
rgency order shall remain in ef-
fect until such time as the Com-
missioner can physically conduct
2 hearing on the problem. How-
ever, such hearing in any case
must be held within 2 maximum
period of 120 days or such order
will automatically expire. In any
event, the emergency order shall
expire when a rule, regulation or
order made after notice and hear-
ing with respect to the same sub-
ject matler becomes efiective.

in psar 3 fal

B. Any interested person
directly affected by any curtail-
ment procedures, rules, regu-
lations or orders of the Commus-
sioner relating to the emergancy
gas shortage allecation plan has
the right to request the Commus-
sioner to call a hezring for the
purpose of taking action in re-
spect to such mztier by making a
request thereof in writing. Upon
receiving the request, the Cem-
missioner shall as soon as the
physical circumstances of the
Commissioner will permit, con-
sidering especially pending hear-
ings and requests for hearings,
call a hearing. After the heanna,
and with all convenient speed,
and in any event wathin thiry
days after the conclusion of the
hearing, the Commussioner shail
take whnatever action he deems
appropriate with regard to the
subject matter. In the event of
failure or refusal of the Commis-
sioner to issue an order withun
the period of thirty days, he may
be compell=d to do so by man-
damus at the suit of any inter-
_ested persons.

§578. Results contrary to intent
of plan; hardship cases

A. II the results of some as-
pects of the emergency gas short-
age allecation plan promulgated
by the Commissioner are con-
trary to its stated inteat, the per-
soh affected may requost the
Commissioner to grant an ex-
ception on the basis of unin-
tended results.

B. Notwithstanding the prece-
dures set forth above, the Com-

missioner shall possess expross
mthenly to Alter the emerzency
a8 snorade llecaton olin o 70



alte—ates e=rentonal  hardshup

‘ zeri cuy'im-
“ yerd. 4 &n bj(:'.':up-
Liers pro’ub -
F A. ph'o suoplier shall dis-

-ertminste syunst any purchaser
b} fzitng 45 make allocations as
doscrived under the emergendy
gas shortage :sL‘.ocann_r_Lsn, ot
pnder an rules, regulation (i ov-
der issw# pursuant therels, of
by impesing terns of conditions
“on sales vpon any single purchas-
er other then those impasct vpon
2N other purchasers at an.cquiva-
lent level 2f trade, excep.las may
be lawiul and normal 7rgeneral
praciice. o
B. 13 ‘s the iatent cilths See-
tion thet-suppliers shail deal with
the purchasers of intrastale natu-
- yal g2s supplies under tha prionty
allocaton plan provided for by
this Part and 23 @ iy be
chznzd from time to time by the
issignier. The emergency
gzs shortzge aliocation plan shall
pot te construsd to require in-
. trestzte natural gas suppliers to
.

sell to-others who do aot amrange
prop=r credit or poyment [or
products. However, a supplier
may rot require or impose dis-
criminatorily more stringent
cred.t terms or payment sched-
gles on purchasers pf intrastate
r=! gas suppliss than the sup-
niormal busiress practice
7 the first half of 1672
. Prohibitions::Bondad In-
=5 of Political Subdivi-

twithstanding sy provision
w or this Act to the contrary,
existing coniract, agreement
or undarstanding forithe delivery
and sale of introstzie natural gas
involving a2 parish, municipality
or ciher political. subdivision,
sh=ll b2 amsnded or
chizzad by any scdon, order of
directive of the Commissioner or
zn¥ provision herecl if the effect
thereo! reduces or ceuld reduce
the zllzcation of naturzl gas to be
delvered or soid thereby below
the zllocalion necessary to gener-
ate sufficien! revenuss to pay the
delt-service requirzments of any
bords of 3 parish, riunicipality or
oth:2r political subdivision. i
PART V. NATURAL
GAS PRICE RECULATION

altered,

As uzed in this Part, unless oth-

“se clearly indicoted, the fol-
z termy has the meaning as-
crited to it balow:

(1) “Nzatural gas. company”
mezns a person engaged in the
production or sale of intrastate
natiral gas.

§352. [Necessity for regulation

I

It is declared that the business
of se'ing intrastate natural gas is
affecied with a public interest,

- and tha! state regulation in mat-
ters relating to the sale of in-
-trastate natural gas is necessary
In the public interest ty conserve
the n:tural resources olithe state
and p.event the physicaiand eco-
nomic waste, wasteful use and
waslef il ulitization thercol. It is
further ‘declared that the sale of
intrast:te natural gas at a price
below ‘e fair marke! value of
such g23! especially as mmpared
to the price of other fug's, &5 ong

of the primary causes of the,

present energy crisis in he atate
i that it has caused and ‘n caus-
ing the physical and ecouomic
waste, wastelul use and wnutelul
utilizatian of intrastate natural
gas.

The provisions of this Part
shall enly apoly to contracts for
the ssle of inlrastate natural gas
executed and completed alter the
elfective date of this Act, except
that in no case shall the provi-
sions of this Pert apply to the
sale 2l int=sigte patural 32y al
Lhe welihae

= 5383
users :

The Commissioner shall have
the power and authorily to supe
30, govern, rezulate anc can
ninimurn sales  prices of in-
trastate natural gas direct 1o in-
dustrial users whether for fuel, or
for utlization in any manufac-
turing process or otherwise.

§354. Public ulilites

The provisions of this Fart
shall apply %o purchase prices of
jntrastate nziural gas in purchas-
es by priva‘iely, or publicly owned
public utittics. The provisions of
this Part sha'l apply to sale prices
of intras'ate: natural gas in sales
by privztely or publicly owned:
public wilitfes direct to industrizl
users, but shall not apply to sales
of suca gas by such utilities to
cther use's.

§593 Exemptlion

The provisions of this Pard
shall nct apply to any contzact
agreenent or understanding 1bal
i v zffects less than one
billics cubir feet of natural gnsio
bd g juced, transportéd, delv
erecd or sold within a %
m3af peried; provided. thal dor
good cause shown the Cornim
sioni may, if he considurs it nec-
esziny lo the accomplishment of
thsnorpases of this Chapter, de-
the amount ¢f gas whi
- be produced, tramsp

3

)
i
b

e 1pion; and, further pro
th z:no such contract shall t
e-mafrom the filing provision
trisPartl. .

The Commissioner may

zay: requirement of this Fart

e
ol

=]

when upon reasonable
4own he finds that the :

= person affected orf
impedz the efficis
inistration of this 1
c2md that the application .or en-
f.arament thereof s not necss

A provision of this Part 1o
Une contrary notwithstand A3
ts wrv coniract, agreement
¢ ersanding or proposed cor
arrezment or understandizg al
feciitg the purchase or szle of
al gas, the parties therelo
furnish the Commis
wit notice thereaf, in
anciunder conditions to b
lisieci by the Commissioner, anc
viesy the Commissioner
notce 1o the contrary to the par-
ties therelo. within 15 days after
the: receipt of such notice, the
sarmme shail be deemed to have
beea accepted by the Commis-
siomer without objection and to
be in compliance with the povi-
ciors af tms Part. 1f, however,
the Corrmissicner deems it advis-
abile to consider the proposal fur-
ther, tte Commissivner shall not-
ify the pariics accordingly and
the matter shall thereafter be
pracessed ny the Comrnissioner
in zccor Zinee with the provisions
of this Pam

€593 Piires; schedules; sus-
pensiariof new rales

3
e

o

A. No prites charped, de-
manded, or received under future
contracts oy any natural gas com-
pany for or in connzelion with
the sale of intrastate natural gos
shall be less than the just and
reasanable minimem price ac-
cepled by the Commissioner un-
der Section R S. 20:397 or as de-
termined by the Commissioner
vister RS, 30529, and any other
price nol so accepted or deter-
minad 15 declared to be unlawhul,
All ruies and regulations affecting
or perlaimning to such prizes shall
be just and reasonable.

‘B Exeept as ardered by the
Commusiioner 1o eficctuate the
puioses of this Cxaguer, aa nal-
L 1 R Wil ety pae

)
i

ci lo any salz of intrasisie nat-
ural gas (1) make or grant any un-
dua nroference pr advintzze (o
any parsan or subject any person
to any undue prejudice er dis-
advantage, or {2) maintain any
piices or seivice, contrary to the
purposes of this Chapter,

C. Under such rules and regu-
lations as the Commissioner may
prescribe, every natural gas com-
pany shiall file with the Commis-
sioner within such time {not less
than ninety days after the effec-
tive date of this Chapter) and in
such form as the Commissioner
may designate, schedules show-
ing 2l prices for any sale of in-
trastate natural gas and the
elassifications, practices, and
regulations afiecting such prices,
together with 211 contracts which
in any manner aflect or relale o
such prices.

D. Unless the Commissioner
otherwise orders, ro change shall
be made by any natural gas com-
pany in any such price or in any
ruie, regulation, or contract relat-
ing therelo, except after thirly
dzys' netice to the Commissioner
and to the public. Such notice
stall be given by filing with the
Lommissioner new schedules
stating plainly the change or
ehanges to te made in the sched-
ule or schedules then in force and
whe lime when the change or
£es will go inte effect. The

g
L oner, for gnod cause
shown, may aiiow changes to

tzke =ifect without requiring the
i =55 notice herein pro-
r ©y an order specilying
ges so to be made and.
when they shail tzke ef-
the manrer in which

Whenever any such new
te 15 filed, the Commis-
hal ority, either
ay party {o a
hereby, or
ive without

upon 3 feEaring cen-
cerping the lawfulness of such
prices; and pending such hearing
and the decision thereon, the
ioner, upon f{iling with
h schedules and delivering to
netural gas company aifected
=Rt in wiiling of
T such suspernsion,
y suspond the operatien of
e and deier the use
s, but not for a long-
a six months beyond
n it would oiherwise
go into efiecl, and after full hear-
ings, either completed before or
after the price goes into elfeet,
the Commissioner may make
such orders with relerence there-
to as would be proper in a pro-
ceeding initiated afier it had be-
come cffective. If the proceeding
has not been concluded and an
order made at the expiration of
the suspension period, an motion
of the natural gas company mak-
ing the filing, the proposed
change ol price shall go into el-
{ect, unless the Commissioner
shall by order further extend the
delay. At any heaning involving a
price sought to be changed, the
burden of proof ta shaw that the
proposed charge is lawful and is
not contrary to the purposes of
this Chapler, shall b2 upon the
natural pas company, and the
Commissioner shail give to the
hearirg and dedision of such
questions preference over other
queshions  ponding before him
and decide the same as speedily
25 possible,
£529. [ixing prices

Wienever the Commissisner
alter a heariag fd upen his owr;
malinn or upon camplaint of any
pacty o a eortiac! il Gad et

T
ny prove demoasag, Yoapeee
Aty RIS Tl lingen, o

ral paz cempamy—i=

with am:

able minimum pr.. .
by the Cemmissiner, c:
ering the fair markel value o7 in
trastate natural gas of Lke Liag
quality and character, (o b2 rac
essary to prevent the phv
and econornic waste, wastelnl ces
and wast=ful clilizatien theresf,
or that any rule, rezulatien, prae-
tice or contract affecting such
price is unjust, unreasenable, un-
duly disciminatory, or preferen.
tial, or is otherwise contrary 3
the purposes of this Chapler, the
Commissicner shall dete e
the just and reazonable minumum
price, rule, regulation. practice or
contract which wili effectuzt=
purposes of this Chapter, to be
therealter observed and in force,
and shall fix the same by crder.
The Cemmissioner shall have the
power to order an increas2 in any
price contained in the curre
effective schedule of such natu
as company on file with the
Commisstoner, but shall not have

Notwithstanding any other pro
sion of this Part or any other |
to the contrary, the Commissi
er shall have no authority
the minimum sales prices
trastate natural ga on a
wide basis, bui, rather, shal
said prices on either a cont:
by contract basis or ¢n a fiewd by
field basis in any instance a1 the
discretion of the Commissioner.

§6C0. Pericdic and special re-
ports

A. Every natural gas comrany
shall file with the Commi
such annual and other period:
special reports as the Commu
sioner may by rules and
lations or order prescribe a3
essary or apprepriate toa
Commissioner in the proper
ministratisn of this Part.
Commissicrer may prescri oo
manner a2nd form in which cuch
reports shall be made.

B. It shall be unlawlul for ar
natural gas company willfullv
hinder, delay, or obstrus
making, {iling, or keeping of
information, document, reg
memorandum, record, or aceo
required to be made, filed.
kept under this Part or any ruls,
ragulation, or order hereun:

§501. Services, records, inisr-
mation from other agencies

shall, so far as practicabie, avzil
himself of the services, rec
reports, znd information ©
executive departments and
agencies of the government, zn
the Governor may, from time ¢
time, direct that such servw
and fzcilities be made availst
to the Ccmmissioner.
__§602. Complaints

Any party to a contract of sale
complaining of anything daze or
omitted to be done by any natu-
ral gas company in contraven
of Lhe provisions of thiz Fart ma
apply to the Commissioner by po-

St

titon, which shall briefly 2
the facts, wheretpon a statement
of the camplaint thus made shzil

<

be forwarded by the Commission-
er to such natural gas cempany.
which shall ba called upon o sit-
isfy the complaint or to anvwer
the same im writing within a rra-
sonable Ume to be specified by
the Comnussioner.

§603. Investigations by commus-
sioner; attendance ol witnesses;
depositions

A. The Commissioner may :n-
vestigate any facls, conditors,
practices, or matters which b2
may [ind nccessacy or propar in
order Lo determine whether 307
person has violuted oris ahout U2
vialate any provisinn of th I
Sroany e, foduialica, of

thereyader oo ta and in the -




Trremment of thé provisions of
this Fart cr in prescnding rules

or <lations hereunider, or in
of] snfarmalicn 1o serve as
- or recemmending {further

Jrgisiation to the Legislature. The
Commisstoner may parmil any
porson to file with um a3 slate-
ment in writing. under oath or
otherwise. as he shall determine,
as t any or all facts and circum-
s{ances concernizg a matter
whick may be the subject of in-
vestization.

8., For the puspie of any in-
vestigation cr ary ather procecd-
inz:under this Fart, the Commis-
sisner or any officer or employee
o] the State Depnitment of Con-
servation designuted by him is
empowered lo zdminister oaths
and affirmations. *subpeena wit-
nesses, compel their attendance,
take evidence, and require the
production of any books, papers,
correspondence, memoranda,
contracts, agrcements, or other
records which the Commissioner
finds relevant or material to the
inguiry. Witnesses summoned by
the Commissioner to appear be-
fore hirn shail be paid the same:
fees and mileage that are peid:
witnesses in the courts of the
state.

C. In case of contumacy by, ¢
refusal to obey 2 subpoena issued
to, any person, the Commissioner
may. invoke the aid of any court
of competent jurisdiction in ra-
quiring the attendance and tesi-
mony of witesses and the [ro-
duction of tooks, papers, coire-
spondence, memoranda, con-
tracts, agresments, and other
records. Such court may issu2 an
order regquiring such perscn to
zppear before the Commissicner
or officer or empleyee of the
State Department of Coan-
servation desiznated by the Crm-
rissioner, there to prodice
records, if so ordered, or to eive
testimony touching the malier
under investigation or in guos-
tion; and any failure to obey sach
crder of the court may be pun-
ished by such court as a cm-
ternpt theract. All process in eny
such case may be scrved in the
judicial district whereof such per-
son is an irhabitant or wher>
ever® he may be fcund or may
*be deing business. Any persan
who willfully shall fail or refuse
to atternd and festfy or to answer
any lavAdul inquiry or to procuce
books, papers, cerrespondence,
memoranda, coulracts, agres-
ments, or other recerds, if in his
or ils power 5o to do, in obe-
dience to the subtpoena of Ui
Commissioner, shall be guilly of
a misdemeanar and upon con-
viction shall Je subject to a fine
of not more than §1,000 or to ink-
prisonment fdér a term of nal:
more than on2-year, or both.

D. The tes:imony of any wil-
ness may be tiken at the instance
of 2 party, in any proceeding or
investigation pending before the
Commissioner, by deposition at
any lime alter the proceeding is
al issue. The Commissioner may
also order testimony lo be taken
by deposition in-any proceeding
or investigaticn pending before
?\im al any staze of such proceed-
ing or investigation. Such depes-
itions may be taen before any

person aulhoriied to administer |

oaths not being of counsel or at-
toraey to either of the parties,
nor interesterd in the proceeding
or lavestigation. Reasonahle no-
tice must {irst be given in writing
by the party or his altorney pro-
posing to take such deposition to
the npposite party cr lus attorney
of record, as either may be near-
e<1, which nntize shall state the
name of the witness and the lime
and place of the taking of his de-
pesition. Any  person may be
compelled Lo appear and depose,
and to produce ducumentary®

evidence, 1N Lhe same [na
witnesses may be o

appear and lestify and peos
documentary  evic
the Commissioner, 28
inbelare provided. Such
mony shall be reguced ta »7iting
by the porson laking ¢oposition,
or under his directicn, and shaii,
alter it has been reduced to writ-
inz, be subscribed by the depo-
nent.

Pt

E. If a wilness whose Lest-
rzony may be desired to te taken
Iy deposition be in a Joreign
country, the depecsition inay be
ta"en before an officer or person
d signated by the Commissioner,

cr agreed upon by the parties by -

«fipulation in writing to be filed
with the Commussicner. All de-
posilions must be promptly filed
with the Commissiorer.

F. Witnesses whose depositions
are taken as authcrizzd in this
Part, and the persen or ocificer
taking the same, skzil be entitled
to the same fees 2s ace paid for
Like services in the zcurts of the
state.

G. No persen sivd be excused
from atlending ar:d testifying or
from producing =2oks. papers,
correspondence. Isemaranda,
contracts, agree
records and dn
the Commissier=2r. or in ohe-
dience to the swhmena of th
Commissicnar or iy officer or
employee of the Tate Depart-

ment of Conseruion designated
by him, or in amv cause or pro-
cecding institut+d by the Com-
missianer, on tze gound that the
testimony or eviimce, documen-
tary or othermise required of
him may terd ta:icriminzle him
or subject him s a panzly or

v~ents before

" forfeiture: but oz ndividual shall

be prosecuted o subject to any
penalty or forfefum for or on ac-
count of any trmsaction, matter,
or thing concern.m which he is
compelled to ¢ v or produce
vidence, docurmortary or cther-
vise, after has claimed his
privilege aga wst self-in-
crimination, exce i that such in-
dividual so testirzimz shail not be
exempt from po=mcution and
punishment fow ierjury com-
mitted in so testri3iTg.

£504. Hearings; rules of proce-
dure

wrdor this Part

A. Hearings
may e held before the Commis-
sioner, or any cilxer or em-

ployee of the dtete Department
of Conservaticm w«esignated by

him, and appregriate records
thereol sh kezt.
B. All hearings, investigations,

and procecdings uncer this Parl
shall be governed by rules of
practice and precedure to be
adopted by the Cemimissioner,
and in the conduct thereof the
technical rules of cvidence need
not be applied. No informality in
any hearing, investigalion, ot pro-
ceeding or in the maaner of tak-
ing testimony shail invalidate any
order, decision, rule cirregulation
issued under the authcrty of this
Part.

§605. Administrative powers &f
commissioner; rules, regulations,
and orders

The Commissioner shall have
power to perform any and af
aits, and to prescribe, issue,
make, amend and rescind such
arders, nies and regulations as
e may (ind necessary or appro-
priale 19 carry cut the provisions
ol this Part. Amonp other things,
such rules and regulztions may
define accounting, technical, and
trave terros used in this Part;
and may preseribe the fonn or
forms of all statements, declara-
tions, applications, and reports to
be filed wath the Commissioner,
the information which they shall

“As itarpears in the enrolled bill
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%5, or other .

in, rules and requ
ammissiener shdll

turty days aller 1

, Lie manner which the Cemmis-
sioner shall prescribe. Orders of
the Commissioner shall be effec-
tive on the date and in the man-
ner which the Commissicner
shall prescribe. For the purposes
of its rules and regulations, the
Commissioner may classify per-
sons znd matters within his juris-
diction and prescribe different re-
quirements for different classes
of persons er matters. All rules
and regulations of the Commis-

. sioner shall be filed at the office
of the Commissicner 2nd shall be
kept open in converient form for
public inspaction and exam-
ination during reasonable busi-
ness hours.

£565, Rehearings; courl review
of crders .

A. Any party to an inirastate
natural gas sale contract ag-
griaved by an order issued by the
Commissioner in a proceeding
pnder this Part may agply for a
rehearing within thirly days alle
the isseance of such order. The
application for rehearing shall set

. forth specifically the ground or
* grounds upen which such appli-
cetisn is tased. Upon such appli-
caticn the Commissioner shall
hizve power to grant or ceny re-
hearing or to abrogate or medily
his order without further hearing.
L Commissioner acts
appiication for rehear-
vithin thirty days alter it is
filed, such application may be
deamed Yo have been denisd. No
procesding to teview any order of
the LCommissioner shall be
brought by any person uniess
such person shall have made ap-
piicstion lo the Commissioner for
a aring thereon. Until the
2 pryceeding shail have
izd in a court under Sub-
(B) ‘of this Section, the
ioner inay at any time,
notice zrnd in
ke shall deem
modify or set aside, in
noie or in part. finding or
r made or issued by hiniun-

-

the

ling

gy

B. Any party to a proceeding
his Part aggrieved by an
ssued by the Commission-
1ch proceeding may oblain
a review of such order in the dis-
trict court having jurisdiction, by

. filing in such court, within sixty
days after the order of the Com-
missioner upcn the application
for rchearing, or within sixly
days following the period the ap-
piication for refiearing may be
deemed to have been denied be-
cause of the failure of tha Com-
rissioner to act, a written peti-
tion praying that the order of the
Commissioner be modified or set
aside in whole or in part. A copy
of such petition-shall forthwith
be transmitted by the clerk of the
court to the Commissioner and
thereupon the Commissioner
shall file with thez court the
record upon which the order
T complained of was entered. Upon
the [liling of such pelition such
court shall have jurisdiction to af-
firm. modiiy, or set aside such
crder in whaole or in part. No ob-
jection to the order of the Com-
missioner shall be considered by
the court unless such objection
shall have been urzed before the
Commissioner in the application
for renearing unless there is rea-
sonable ground for failure so to
do. The finding of the Commis-
sioner as to faci, if supported by
substantial eviderce, shall be

# conclusive. If any party shall ap-
ply to the court for leave to ad-

*AxlL appesrs in the ¢
Pape 12
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ure to adle @s.ound® 1N
the pricesdings bafore the Com-
raissioner. {ne courl may order
such additional ewidence to Le
taken before the Commissiones
and to b= adduced upon the hear-
ing in such manner and upon
terms and cerditions as o (he
court may deem proper. The
Commissioner may modify his
findings as to the facts by reason
of the additional evidence sg tak-
en, and he shall file with the
court such modified or new lind-
ings, which if supported by sub-
stantial evidence, shall be con-
clusive, and his recommendation,
if any, for the medification or
selting aside of the original or-
der. The judgment and decree of
the cowrt, affirming, modifying,
or setting aside, in whole or in
part, any such order of the Com-
missioner, shall be final, subject
to review by the appeliute court
under the laws relating to appeals

" and subject to review by the Su-

preme Court of Louisiana upon
its writs of certiorari.

C. The filing of an application
for rehearing under Subsection
{A) of this Section shall not, un-
less specifically ordeved by the
Commissioner, operate as a stay
of the Commissicner’s order. The
commencement of procesdings
under Subsection (B) of this Sec-
tion shall not, unless spacifically
ordered by the court, operate as
a stay of the Commissioner’s or-
der.

PART VL

"LOUISIANA ENERGY COX-

MISSION

§631. Creation and functions

4. The Louisiana Energy Com-
mission is hereby created con-
sisting of the Governor. the Lieu-
tenant Governur, the Speaker af
the House of Representatives, the
Director of the Department of
Commerce and Industry, the
Fegister of State Lands, the
Chairman of the State dlineral
Board, the Collector of Fevenue,
the Chairman of the Joint Legis-
lative Committee on Enviren-
mental Quality, the Chairman of
the Senate Commitize on Natural
Hesources, the Chairman of lhe
House Committee on Natural Re-
sources, and three members to
be appointed by the Governer
from the public at large, cne
from each of the Public Service
Commission Districts of the
state, 2ll of whom shall be goali-
fied voters of the state of Loui-
siana with special knowledge, as:
evidenced by college cegrees or
courses, or with at least five
years experience in managerial
positions, in the field of petro-
leum and natura!l gas producticn,
transportation, marketing, or in-
dustrial consumption.

B. The commission may advise
the Commissioner of Con-
servation and the Commissioner
of Conservation may consult and
confer with the commission with
respect to his powers, duties and
functions under this Chapter.

C. In addition te advisory func-
tions to Commissioner of Con-
servation, the commission shall:

(1) Study existing energy pol-
icies of the state, and formulate
plans-and advise the commuission-
er with respect to short and long
term energy policies of the state.

(2) Undertake studies regarding
alternate fucl sources for the
State of Louisiana.

(3) Contract. if the commission
50 desires, with pritate v public
research organizations for
purchase, out of funds available
to the commussinn, of services i
scientific, cconomic and tech-
nological research, including hut
pol lLirmted to surveys, studies,
and expenments with o view lo-

| 3~
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ward prolecting, consering and
replenishing the natural re-
sources of the state, toward pre-
venting the waste, wasteful use
and wasteful utilization of natural
gas. toward praventing the use of
natural gas in such a manner and
in such quantities as will threaten
with premature exhaustion, ex-
finction and destruction the sup-
ply of natural gas in the state,
and toward the energy policy of
this state.

{4) Assist the institutions of
higher learning in this state desir-
ing to establish programs dealing
with the utilization of the natural
resources of this state.

(5) Hold public meetings peri-
odically throughout the state for
the purpose cf receiving sugges-
tions from the public regarding
the energy policy of the state.

(6) Concuct a program to dis-
seminate information regarding
the energy crisis to the citizens of
Louisiana whereby the citizens of
Louisiana can be advised of
methods to cons2rve energy.

(7) Mazke reports to the Legisla-
ture and to the Governor regard-
ing the energy pelicy of the state,
and mzke recommendations
therein for lezislation with re-
spect thereto.

PART VIL
LIQUEFIED PETROLEUDM
GAS

§691. Liqueiied Petroleum
Gas; defined

“Intrastate lquefied petreleum
gas” is defined as those gases de-
rived from petroleum or natural
gas which are in 2 gaseous state
at normal temperature and pres-
sure and these maintained in the
liquid state at normal atmos-
pherie tempzrature by means of
suitable pressure, exclusive of an-
hydrous amrania, when such gas
is produced, transported and util-
ized wholly within the siste of
Louisiana where the trans-
portation thereol is exempt from
federal regulation.

§692. Application of Chapter

Except as may otherwise spe-
cifically be provided in the Con-
stitution of this State, the provi-
sions of this Chapter, including
the powers, duties and functions
of the Commissioner and the
Louisiana Energy Commission,
shall apply to intrastate liquefied
petroleumn gas.

Section 2. Tha necessity for the
immediate passage of this Act
having been certified by the Gov-
ernot to the Legislature while in
session, in accordance with Sec-
tion 27 of Article IIT of the Con-
stitution of Louisiana, this Act
shall become effective imme-
diately upon approval by the
Governor.

Section 3. If any provision or
item of this Act or the eppli-
cation thereof is held invalid,
such invalidity shall not affect
other provisions, items or appli-
cations of this Act which can be
given elfect without the invalid
provisions, items or applications,
and !o this end the provisions of
this Act are hereby declared sev-
erable, .

Section 4. All laws or parts of
laws in conflict herewith are
hereby repealed, and Act 750 of
the 1972 Regular Session 1s here-
by repealed in its entirety.

Approved by the Governor, De-
cember 8, 1973 at 9:55 A.M.

A true copy: :

WADE 0. MARTIN, JR.

Secretary of State

Certified by the Governor as
Emergency Legislation - H-No-
vember 26, 1973; S-November 7,
1971,

WADE 0. MARTIN, JR.

Secretary of Etate



SECATE BILL KO. 453
a6 Azt to amend Chzpler 7 of Title 30 of the Louisiana Ravised Statutes of 195G,
relative to natural rescurces and enzrgy, by amending and reznacting Saction
592 of said Title 30 and by adding io said chapier end title a new s=ctian
to b2 designatad a&s R.S. 30:575.2, to provid2 for the effects of emzndmants
of contracis in connaction with state regulation in matters relating to
‘the sate of dintrastate netural gas, and the datermination by ths commissioner
of conservation of inhez just and reascnable minimum price of such gas, and
to provide with respact to the efrects of amandmants of contracts in cennac-
tion with the Timitztions and exceptions with respect to allocation, curtail-
memd Oor priority of intrastate naturael gas end to provide for related matters.
Be it enacted by the Legislature of Leouisiana:
Section 1. Section 552 of Titls 30 of the Louisiana Revised Statutes of 1950

is haredy amandad and w2znacted to read as follows:

§ 592. HMecessity for regulaticn
A. It is declared that tha business of selling intrastate natural gas is
affected with a public interest, ana that state regulation 1n matters relatirg to
the sale of intrastate natural gas is nscessary in the public interest to consesrve
the natural rescwrfms of the state and pravent the physical and econcmic waste,
wasteful use and wasietul utilizaticn thereoi. It is further declared that the
sale of .ntras*aue natural gas at a price below the Tair market value of such gas,
especially as comparad to the price of othar fuels, is cnz of the pr1ﬂarf causes of
the present energy ¢risis in the siate in that it has causad and is caus;n3 tha
physic=l and econuinic waste, wastaful use and wasteful utilization of intrastate
naturel gas. .
3. The provisions of this part shall only apply to contracts for the sale of
intrastate natura’l :@s executed and completed after Cacember 8, 1973, excent that
in no case shall the provisions o7 this part apply to the sale of intrastate natural
gas at the wellhead o :
C. 1If a conkrict for the sale of intrastate natural gas existing on Dzcember
8, 1973 is thereafizr amended in any respect, such amandmant or amendments shall
not Ub1QCL such centracts to tne provisions of this part to any greater extant
than if such contreacts had not be=n azmsndad subsequent to Dacember 8, 1973, unless
the effect of such amendmant or azendments is to increase the volume of intrastates
natural gas to be daliversd to th2 purchaser under such contract. IT any such
amendment has the sffect of increasing the volume of intrastate natural gas to be
dzlivered to tha purchaser undsr the contract, the provisions of this part shall
. not asply until the voiume of gas centracted for as of December 8, 1973, has been
“delivered but the provisions of this part shall apply to the amount by wnich the
volume of gas is $ntreased over that volume. ) '
Section 2. Section 575.2 of Title 30 of the Louisiana Revised Statutes of
1950 s hareby enacited to read as follows:
£ §575.2 Amendments of existing contracts; effects
i I'f a centract Jor the sale of intrastate natural gas existing on December 8,
1973 is thereafter amendad in any raspesct, such amendment or amendments shall not
ubject such contracts to any greater dagree of curtailment than i such contracts
had not bzen amendad subsequent to Dzacember 8, 1973, unless thz evTect of such
amendment or amendmants is to increase the volume of intrestate natural gas can-
tracted to be delivered to the purchaser under sucn centract. If any such amend-
ment has the effect af increasing the volume of intrastate natural gas to bs delivere
to the purchaser under the contract, thz pro¢1s1ons of R.S., 30:575.1 shall continuz
to appy to the volumz of gas contrécted for as of Dacember 8§, 1973, and stall con-
tinuz to annly until the volume of gas contracted for as of December &, 1573, has
been deliverad but shall not e2pply to the amount by which the volume of gas is
increased over that volume. . :
Sechion 3. If any provision or item of this act or the application tharsof is

held invalid such invalidity shall not affect other provisions, items or applica-
tions of this Act which can be ngﬂn efrect without the invalid provisiaons, items or
aop]1cat,oq3, and to this end the provisions of this Act are hareby daclared
severable. '

Section 4. A1l laws or parts of laws in conFT;ct herawith are hareby repealad.

Approved July 12, 1974,
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KANSAS INDEPENDENT OIL & GAS ASSOCIATION

940 FOURTH FINANCIAL CENTER = WICHITA, KANSAS 67202 « (316) 263-7297

July 1, 1975

Honorable Harold P. Dyck

Chairman, Interim Study Committee
Kansas State Legislature Res
State Capitol Building

Topeka, Kansas 66612

Proposal No., 43 -
Natural Gas

Dear Chairman Dyck:

At the conclusion of your hearings June 14, 1974, you
requested KIOGA submit a brief outline of recommenda-
tions to your Committee arising from our testimony. By
direction of our Board of Directors, we are herein
submitting those that we feel could be helpful in
encouraging increased natural gas production in Kan
and modernizing the ease of distributing natural ga
the consuming public,

]
I
Q

First, we believe SB 564 or any other similar state
legislation that attempts to regulate intra-state
natural gas price and contracts should be defeated
because such legislation would be a deterrent to
encouraging new exploration and the production of
natural gas in Kansas.

Second, we feel one thrust of your Committee should be

to propose legislative incentives to stimulate new
production of natural gas in Kansas. Recent action by
the states of Oklahoma and Louisiana in the field of tax
and production incentives, will encourage increased acti-
vity in those states.

Third, we recommend that the Kansas Corporation

Commission be given authority to automatically pass
through the increased cost of supply of natural gas in
order to eliminate the need for full rate hearings arising
from each purchase. Kansas electric utilities already

use this procedure with the Corporation Commission.



Honorable Harold P. Dyck ‘ e

June 27, 1975
Page 2

. :
Fourth, we recommend you study and evaluate the advantages and
disadvantages of sponsoring legislation that would declare intra-
state natural gas lines in Kansas as common carriers. Such legis-
lation should include the right of eminent domain. This will
encourage exploration along such common carrier lines and will
facilitate getting new gas to Kansas markets without duplication of
existing pipelines,

Fifth, we believe the State of Kansas should do all it can to

defeat national legislation that would regulate and take control of
intra-state natural gas. Your passage of SCR 23 in the 1975 Session
was in this spirit. Alliances with other natural gas producing
states should be established to resist any efforts to extend federal
government control.

And last, we believe the Kansas Department of Economic Development
should be motivated to get involved and stimulate this vital Kansas
industry. This Department can assist the public, the legislature,
and our industry by establishing aggressive policies and programs.

We will continue to monitor future sessions of your Special
Committee. We would like to reserve the right to appear again and
to submit further recommendations as you progress through your
sessions. We would be pleased to elaborate on our recommendations:
in detail if you desire us to do so.

Thank you for asking us to participate in your deliberations and
giving us this opportunity to make recommendations to your Committee.

Sihcerely,
M 4
Donald P. Schnacke

DPS/cs
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Northern Natural Gas Company, my principal client, is a
natural gas company within the purview of the Natural Gas Act of
1938. 1In common parlance that means that it transmits flowing
natural gas in interstate commerce and is subject to the juris-
diction of the Federal Power Commission. Northern is not a major
factor in the Kansas gas supply picture but its many transportation
and processing facilities in the state make it one of the largest
taxpayers in Kansas.

Northern engages in a number of energy related activities.
Among other things it distributes natural gas through its Peoples
Division to 24 small Kansas communities. The great majority of
its retail gas outlets are in Iowa, Minnesota, Nebraska and Colo-
rado.

Peoples Division purchases only a nominal amount of intra-
state gas in Kansas. 1Its principal supplier is Northern.

Even if Peoples required substantial amounts of intra-
state gas, Northern could not successfully bid for any such gas
because its purchases would be restrained by the ceiling price on
interstate gas set by the Federal Power Commission. Nor is Northern
in a position to drill for and produce its needed natural gas sup-
plies.

Historically, since 1954 when the Supreme Court ruled that
the FPC must regulate the wellhead price of natural gas, the nation's
natural gas supplies have been priced so low that both coal and
heating oil were priced out of their traditional markets. This
created an artificially high demand for gas, leading to many waste-
ful and non-priority uses. Wildcatters ceased to look for gas and
discoveries declined; thus reserves declined.

Philosophically, Northern is opposed to price fixing.
Current intra-state purchasers from the several gas fields in Kansas
are not barred from competing for these gas supplies if they are



willing to compete with other purchasers. Note also that the well-
head price for gas is only a part of the price of gas to consumers
(in some cases, small). Thus if the negotiated price for gas from
the fields rises significantly, it does not follow that consumer
prices will rise proportionately.

The record of federal regulation of wellhead gas prices
offers little to encourage state regulation of intra-state gas
sales. The end result would likely be less gas available at any
price for all Kansas customers.

There is legislation pending before the United States
Senate to extend federal price controls on inter-state gas produc-
tion to intra-state production. We hope this legislation will be
modified so that producers and gas buyers can return to a free
market in both inter-state and intra-state gas sales.

The Kansas legislature has passed a bill, SB13, setting
up the Kansas Energy Office, with authority to deal with allocation
of all fuels when there are genuine emergencies, declared by the
Governor. We think that this offers a better approach to dealing
with Kansas energy supply problems than does the concept of state
wellhead price controls embodied in SB564.

S
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A Texas surplus
depressas gas prices.

Texas oilmen are beginning to talk
about a problem that many thought
they would never have to cope with
again—a statewide surplus of natural
gas. Their astonishment is under-
standable. While Texas produces 37%
of the nation’s gas, it is also a hearty
consumer of the fuel, and the state was
one of the first to fzil vietim to the na-
tion’s now-widespread gas shortage.
As early as 1972, some intrastate gas
pipelines in Texas began curtailing de-
liveries every bit as severely as the big
interstate lines. As a result, wellhead
prices in the unregulated Texas gas
market zoomed from 25¢ per 1,000 cu.
ft. in 1971 to $1.90 earlier this year, or
nearly four times the price that feder-
ally regulated interstate lines are
allowed to pay. And for a while, both
producers and users began wondering

~if the price spiral would ever end of its

own accord.

But now the Texas market is balanc-
ing out. “In the last couple of months,
there’s been a considerable softness
that completely slipped up on us,” ob-
serves Bryan Mitchell, vice-president
of Amoco Gas Co., an intrastate pipe-
line owned by Standard Oil Co. (In-

diana). "I didn’t think supply would
ever meet up with gas demand in
Texas."”

Nonetheless, it has, and Amoco is not
the only company to witness it. Lo-
vaca Gathering Co., which a year ago
was failing to deliver almost 40 of the
gas it had contracted to supply, has
stunned its customers by meeting all
their requirements” since Fcbruary.

Lone Star Gas Co. admits that for the
first time it would like to dump some of
its excess product on the interstate
market, though only under 60-day
“emergency” sales apgreements that
can be made at close to the intrastate
price. All over Texas the story is the
same: The intrastate pipelines are full.
Lower prices. As a result, some prices
are starting to slip. Small gas finds al-
ways attract fewer buyers, and now
new reserves of less than 10-billion cu.
ft. have dropped in price to as low as
$1.20 per 1,000 cu. ft. While large re-
serves still command the $1.90 figure,
interest is slipping here, too. "One gas
man told me he couldn’t believe that
his management just turned down his
proposal to bid on a 200-billion-cu.-ft.
reserve that six months ago they would
have fallen all over themselves to buy
at $§1.90 a 1,000 cu. ft.” says F. Fox
Benton, Jr., vice-president of Houston
0il & Minerals Corp.

To help spur sales, oilmen are also
sacrificing some of the favorable pur-
chasing terms they won during the
shortages. Contracts used to require
gas purchasers to take up to 75% of a
well’'s production or else pay for any
amount they fail to take below that
level. In recent vears, however, the
“take-or-pay” percentages leaped to as
high as 95%. Now they have dropped
once again to historic levels. "As buy-
ers of gas, we're beginning to resist
producer demands on purchase terms
simply because we don’t need the gas
as badly as we once did,” says Leland
W. Carter, president of Mitchell
Energy Corp., which produces gas but
also buys some for its small intrastate
pipeline.

The turnaround by no means indi-
cates that the gas shortage is finally
over, even in the unregulated Texas
market. Some oilmen argue that the
surplus may last as long as two years,
but most insist it will be only short-
lived. The skeptics reason that the big-
gest factor has been a decrease in de-
mand caused mainly by an nnusually
mild winter and a long, cool spring.
They also argue that the recession has
temporarily reduced consumption. Joe
H. Foy, president of Houston Natural
Gas Corp., warns: “Whoever says
there’s a softening in the Texas gas
market is drawing a hasty conclusion.”
Cuiting consumption. Still, there are
some indications that the surplus is
more than a flash in the pan. For one
thing, higher prices have made gas
users far more frugal. Amoco’s Mitchell
estimates that most plants have cut
consumption by about 15% simply by
using better insulation, recovering
waste heat, and taking other gas-sav-
ing steps.

There is also evidence that high
prices are stimulating more discov-
eries. Last year, oilmen drilled 20%
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more gas wells in Texas than they did
the vear hefore. One study, done for
the Texas Wildeatters Assn., shows
that gas production from new discov-
eries amounted to almost 1-trillion cu.
ft. in 1974. That was 15% above the
1973 figure and 2% times the 1970 level.
Unfortunately for the rest of the na-
tion, most of the new gas found in
Texas stays within the state so the fuel
can qualify for the higher intrastate
prices. Last year, interstate pipelines
got only 3% of the new gas found on-
shore in the U. S.

Aware of this fact, some Texas oil-
men fear that talk of even a temporary
gas surplus in the state will bring a
storm of criticism from congressmen
who charge that producers are with-
holding gas from the interstate market
to force prices up. But a lot of oilmen
are quick to speak out anyway, believ-
ing that the turnaround in the Texas
market proves how uncontrolled
energy prices can eliminate shortages
by encouraging new supplies and dis-
couraging unnecessary demand. Ob-
serves Kenneth E. Montague, presi-
dent of Houston’s General Crude 0Oil
Co.: “It's a perfect example of what
happens when a market is allowed to
function freely.” B
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Johnson, Kansas 67855
The Southwest Kansas Irrigation Association represents:
ebout 700 members in 14 southwest Kansas countiss with
one and one-half millicn acres of irrigated cropland,
almost all of which is irrigated from deep wells using
natural gas as a supply of fuel.
The entire economy of our srea depends upon irrigateg
agriculture and the business it genefatss, and is one
of the few areas of the United States which produces more
feed grain than it uses., Therefore we are exporters of
feed grain and contribute substantially to the United
States balance of payments.
Principal crops include corn, wheat and milo, all
of which are critical as to the time and smount of irrigation
watler applied to the growing crop. Farmers in this area
must bs assured of an uninterruptible supply of reasonably
priced fuel before they fertilize prior %o planting & crop
because of the criticsl balance between proper fertility
and adequate moisturs to grow the crop. We simply cannot
fertilize for top production then be short of waterr at a

critical time in plant development,
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The importance of irrigation in Southwest Kensas 1s questioned
by no-one. Irrigation supports the econoﬁy of Southwest Kan:zas
by providing the means for numerous businesses: Lending agsncies,
pipe companies, machinery dealersa, fertilizer, chemical and fuel
distributors, snd others. The taxes obtainsd from the irrigator
and the business he gererates, support the entire state as well cs
the southwest area. This comes from the area known as the "Dust
Bowl".

The importance of nstural ges in Southwest Kansas is also
questioned by no one. The Hugoton Field 1s famous for its huge
volume of high BTU gas.

What our pressing problem is, in & period of dwindling supply
of naturasl gas, is to let people know how important the supply of
natural gas for irrigstioa fuel is, not only to the person involved
with irrigation, but to consumers who take for granted a plentiful
supply of cheap, good focd. Without reasonably priced nastural gas
to run our engines and dry our crops there willl be no irrigation in
Southwest Kansas. There is no alternate fuel. Diesel is not svail-
able, and is to sxpensive. Electricity is not available, is produced
by natural gas, and is to expensive. Gasoline 1s too expensive and
is not available, In recent testimony before a Federal Power Comm=-
ission court; G.M.C. provided an exhaustive study on ccst of conversion
from natural gas to alternate fuels. The low was converting bollers
tb coal which was 7-8¢ per mcf. The high was converting home furnaces
to fuel oil which was $1.10 per mcf. Irrigation fuel was not compsred
but using the same formula cost of converting to dissel or electricity
is $3.00 to $L.00 per mcf. There just is no slternate fuel .

Irrigation gas consumes less than 2% of the natural gas produced,
meény times on the same farm where it 1s produced. Nationally, more
natural gas is‘ﬁécd to heat swimming pools than 1s used to irrigate

crops. Eugene L. Shore
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The cost to convert an irrigation engines from natural gas to a
‘esel power unit is about £ 10,000 in southwest Kansas. This is
or a diecsel engine of about 180-130 hp. This would purchsse an

engine, and a fuel tank which would hold about 5 days fusl supply.

3 The irrigation farmer has presently invested from $l,000 to
$16000 in his natural gas engines, depending upon whether he has
& small automotive engine or a heavy duty industrial =ngine,

In addition tc the engines irrigation fzrmers heve invested in
natural gas lines at a cost of 15-30¢ per foot, and regulation
equipment which costs {300 to 500 per well, These costs easily
average over $1,000 per well,

With over 7,000 irrigation wells in southwest Kansas this rep-
resents a conversion cost for engines and storage tanks of $70,000,000
disregarding the engines and fuel systems he has slready purchased,

and would become surplus.

Cost of operating a nsatural ges engine on 25¢ per mcf gas is
about ©200 per month. Cost of operating a diesel engine on 32¢
per gallon diesel is about $1,700. A 200hp elsctric motor costs
$106. per day, or #3180 for 30 days, ’

If an average Irrigation well in S Kansas runs 3000 hra. per
ye*er and irrigates about 135 acres of cropland, with natural gas this
costs about $7.51 for fuel per irrigated acre, with diesel this cost
increases to $55.88, and with electricity to $106.36.

There are about 1,400,000 acres of irrigation in SW Kansas. this
increase of cost for diesel of 4 49.3? per scre is an annual added
cogt of production of over %69,000,000, chich can only be passed on
to the consumer or the farmer must cease to irrigate.

An increase of$li9.37 per acre is a per bu. cost increase of L9¢
" per bu. for corn production of 100 bu./A corn and almost $1.00/bu.
for 50 bu wheat,
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IRRIGATED CROPS PRODUCED IN WESTERN KANSAS - 1973
Figures in (Area served by SWKIA)
Irrigated wheat vroduced 1in western Kensas, 25,000 acres (200,000)
Average yield per seeded acre, 45 bu/a , (41.7)
Production of winter wheat on irrigated 1lsnd, 10,585,000 bu.(8&,332,000)
Average dryland yield 25 bu/a (25.5)

Serghunm for grain acres 317,500 (239,700)
Average yvield 81 bi/a (81.3)

Total production 25,419,900 bu. (19,492,800)
Average dryland yield 37 bu/a (30)

No figures are available on 30,000 -}j0,000 ecres of irrigated forage
sorghums.

Corn for grain, aeres harvested, 675,000, (381,000)
Averapge yield 122 bu/a (122.7)

Total production 82,453,300, (46,732,600 bu.)
Drylend production is not feasible.

Corn for silage, acres 133,000, (78,00
Production in tons, 2,358,500, (1,324,
Aversge yield in tons per szcre 17, (17
Dryvland vroduction is not feasible.

Soybeans, irrigated acres harvested, £,54,0, (L,540)
Average yield 30.1 bu/a, (20.1) ' :
Total production 167,911 bu. (136,600)

Dryland production is not feasible.

Alfalfa hay 180,000 acres, (30,000)
Average vield L ton/a (L4.21)

Total production 692,700 tons, (378,300)
Dryland production is not feasible.

Alfelfa seed [080 acres, (2990)
Aversgce yield 6.9 1bs./a, (6L.9)
Tosal production 26L,000 lbs. (19L,000)

Sugarbeets, acres irrigated, 33,900 acres, (9600}
Average vield per acre 17.7 tons/a,(18.6)

Total production 600,000tons, (178,000)

Drylend production not possible,

Popcorn produced cn irrigated lend, 7,260 acres, (5260)
Yield per scre 207 lbs./a, (L207)

Total production 30,517,000 1lbs. (22,539,000)

Dryland popcorn is not feasible.

The huge faedlot industry in western and south-western Kensas 1is
ontirely dependent upon the production of forage and grain produced
on irrigated crepland in the ares,

Western Kansas 1s one of the few areas which produce grain in large
enough quantity to supply their demand and still have a large amount
to export, making it a very impertant factor in the United States '
balance of payments.,



FROM:
TO:

General

MEMORANDUM

Legislative Research Department Juliy 8, L9753
Special Committee on Natural Gas

Policy Considerations Relating to Action by State Govern-

ment in the Field of Natural Gas

Given the pervasive nature of federal regulations, what

areas remain subject to state legislative action on natural gas
exploration, production, distribution and consumption? Should
the state legislate in those areas under its supervision and

control?

(Believe further explanation is needed regarding the

distinction between inter and intra state natural gas and the
importance of interstate natural gas to the Kansas economy).

L:

II.

The Committee may appropriately monitor the develop-
ment in U.S. and Kansas in natural gas

A.

Needed to keep Kansas Legislature and the public
informed on this wvital subject.

Needed to know how Kansas Legislature can act to
help Kansas situation.

The Committee may give policy considerations to a
Legislative Program for Kansas

A.

Consensus of view that most important area is:
Determining priority of the end use of Natural Gas

1. Extent of authority of Kansas State Government
in this determination

a. Difference between inter and intra state gas
b. Difference between emergency (S.B. 13) and
non-emergency situations

2. Some specific areas of possible action

a. Make intrastate pipelines serve as common car-
riers (and subject to accompanying regula-
tions) )

b. Examine and possibly enlarge rule-making power
of KCC (and KEO in emergencies) in determining
end-use of natural gas for both intrastate gas
and distribution companies of interstate gas



(lN Especially in regulating (Prohlbltlng)
use of natural gas to generate electric
power

c. Regulation of main line sales of interstate gas

B. Will Legislative inaction at this time hamper later
efforts for a state-wide 'solution' to energy conser-
vation and use?

C. Legislative action to make Kansas State Government energy
conservation conscious -- (Also proper concern of the
Energy Committee)

D.-Legislative action to make the general public more energy
convervation conscious. (Also proper concern of the
Energy Committee.) '

E. Policy Questions in Production and Supply

a. What can the state legislature do to stimulate the
exploration and production of natural gas?

b. Could the KCC affect production and supply by increas-
ing established allowables? [ Yes, but such action
would have substantial detrimental effects that
need explanation. (Commissioner Saffels willing to
appear)].

F. Policy Questions in Distribution

a. What should be the state's role in determining the
distribution of natural gas in intrastate commerce? .
Should there be a state plan for the distribution
of natural gas? 1Is this best done by competing
forces in the economic system? State legislation?
State Administrative Rules and Regulations? Local
government action?

b. Is the distribution of intrastate natural gas af-
fected by the fact that there are only a limited
number of intrastate pipelines?

c. Should the state legislature assist in the construc-
tlon of new intrastate pipelines?

d. Should the legislature encourage muriicipalities to
engage in pipeline construction?



G. Policy Questions in Consumption

a. To what extent can and should consumers be classi-
fied and allowed to have varying supplies of natural
gas?

B. Should the state legislature establish the priorities
for the use of natural gas?

c. What factors should the legislature consider in deter-
mining the priorities of natural gas usage?

d. Should the state legislature provide subsidies or
other incentives for the conversion from natural gas
use to other energy sources?

e. Should the state legislature impose a tax upon all
~consumers of natural gas with the intent of diminish-
ing demand?

H. Other Policy Considerations

a. What will be the impact on the environment of state
legislative action on natural gas?

b. What will be the economic and social implications
of any state legislative action on natural gas?

c. What steps should the state legislature take in
anticipation of changes in the federal regulations
or deregulation of natural gas in interstate com-
merce? -
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STATEMENT OF THE GAS SERVICE COI'\([PAI\IY BEFORE THE
NATURAL GAS STUDY COMMITTEE OF THE LEGISLATURE
OF THE STATE OF KANSAS

July 8; 1975,

The Gas Service Company owns and operates natural gas distribution
systems in 400 communities serving 783,662 customers in a four state area,
including the State of Kansas, where it distributes gas in 212 communities
serving 369,934 customers. (_/]Eq’;}él.:tically all of its supplies of gas are
purchased at town border stations /from ihterstate pipeline systems with
‘nominal volumes purchased from intrastate pipeline systems a‘nd from local
production sources. The Company is subject to the jurisdiction of state
regulatory authorities in Kansas, Missouri and Oklahoma and is not subject
to the jurisdiction of the Federal Power Commission.

The Company‘s larger suppliers are Cities Servicé Gas Company
which fumishes some 96% of its total requirements and Panhandle Eastern
Pipe Line Company which furnishes some 3% of its total requirements. Both
of these companies are interstate transporters of natural gas subject to the
jurisdiction of the Federal Power Commission. Iri the State of Kansas, for
the 12 months ended May 22nd, 1974, the Company purchased a total of
108.7 billion cubic féet of gas from Cities Service and a total of 1.7 billion
cubic feet from Panhandle. The total volume pu_rchased in Kansas for the

year from all sources was 111.9 billion cubic feet. The above volumes

purchased from these two interstate pipeline systems represent respective



reductions of 8.1 billion cubic feet, equivalent to 7.0%, and 227 million
cubic feet, equivalent to 11.6%, from volumes purchased dﬁring the year

1970, and are indicativé of thg increasing shortage of supplies of natural

gas available to serve the market demand. The impact of these supply
deficiencies has been and wiil be increasingly felt by large volume consumers.
Extension of the deficiency impact to smaller volume commercial and industrial
consumers and to residential consumers in the Company's market supplied

by Cities Service has been minimized to date due to the large magnitude of

the large volume curtailable industrial market previously served and to the
restrictions imposed in 1972 against the addition of any new or additional
large volume consumers or equipment. Alternatively, the deficiency impact
has been felt by all classes of consumers in the Company's market supplied
Py Panhandle due to that company's curtailment plan and due to the lack of

a large volume curtailable market. Restriction against the connection of

all classes of new consumers or equipment were imposed '1_n 1973,

Under orders of the Federal Power Commission, both of the afore-
mentioned interstate pipelines are presently operating under interim curtailment
plans which categorize their entire market in descending order of priority.

The domestic and small commercial consumers carry the higﬁest priority and
industrial customers using 10 million cubic feet per day or more and which
have alternate fuel capability bear the lowest priority. Subject to tariffs filed
with the Kansas State Corporation Commission, The Gas Service Company is
complying with the allocation and curtailment procedures specified by its

suppliers.



The Gas Service Compqny is engaged .in efforts to supplement its
gas supply from interstate pipelines by negotiating for gas produced in
proximity to its distribution systems and by initiating direct a;:tivities in
leasing, exploration and ‘development for natufal gas production. The
Company has also entered into a joint venture arrangement with a subsidiary
of its primary supplier to explore for and develop additional gas reserves
in the Arkoma Basin area of Arkansas. In addition, the Company is financially

supporting industry research and development of coal gasification processes.

BCA
7/3/75



(1) Burner tip rate excludes city franchise tax of 5%
Average residential customer uses 180 MCF per year
Average yearly bill $176.80, exclusive of tax
Average monthly bill $14.73

‘f““:ﬁ" IV e =

| 3 " e =, e WA R s

17.1¢ per MCF (average price paid at
o well-head as of May 1975 - Kansas Iugoton
Area) '

27-.6¢ per MCF (average system-wide cost
of Gas - Cities Service Gas Co., 1975)

59.2¢ per MCF (city gate price, July 1975,
for firm gas - Prairie Village, Kansas)

88.2¢ (1) per MCF (burner tip price - Gas
K Service Co. - residential customer, July
1.975) '
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CommenTs BY KANSAS MUNICIPAL UTILITIES, INC.
Berore SpeciaL ComviTTEE ON NATURAL GAS

Jury 7-8, 19/5
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Prorposal No, U3 (4 study of the supply, use, pricing and
regulation of natural gas production and
distribution which includes monitoring
federal legislation on natural gas
wellhead price regulation)
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BackerRouND FACTS

Mr. Chairman, members of the committee -- | am LouIsISTroup, B
executive director of Kansas Municipal Utilities, Inc., a state-wide
association of electric, gas and water utilities.

The scope of your summer study, Proposal No. 43, is indeed large and
lTime does not allow us to fouch on all aspects of the problem as it
relates to our municipal electric systems.

First, however, | feel | should give you some brief basic facts about
our municipal electric generating systems.

This, then, should allow you fo recognize the scope of our energy
problems and indicate to you how the lack of adequate natural gas supplies
and corresponding high costs of middle distillate and residual fuel oils
affects the segment of the Kansas economy that we serve.

Over the last few years, | have found that most people, including
a majority of the Kansas legislature, simply know little about our
systems or seem to care much about our energy problems.

Unfortunately, most people tend to think about the larger utilities
such as Kansas Power & Light or Kansas Gas & Electric rather than what
effect the current energy problems are having on the smaller utilities in
this state.

--— |In Kansas, there are 133 municipal electric systems of which

67 are generating utilities.
-—- These 67 generatTing systems serve slightly more Than 403,000

Kansans and businesses and industries within their communities.



-—— Municipal electric customers are:
a) residential
b} commercial
c) industrial
d) and rural in some cases

--— The 67 systems have an annual operating revenue of
approximately $70 million and in some cases, are the
largest industry within their respective cities. On a
revenue basis, municipal systems are about 19% of the
state's total compared to 12% for rural electric
cooperatives and 69% for private power companies.

-—- Plant investment and disfribuffon facilities by our systems
runs into many millions of dollars. For example,‘The Board
of Public Utilities at McPherson within the last 2 years has
spent more than $14 million in expanding its power production
facilities.

-—- Generating capacity is approximately 1,251,520 kilowatts and
current interconnection capacity with other utilities is about
440,000 kilowatts and growing.

-—— 66 of the 67 generating systems depend solely on natural gas
or middie distillate or residual fuel oils for energy production.

Cnly the Board of Public Utilities at Kansas City has coal-

fired capacity.



N

CURRENT FUEL SITUATION

With these facts in mind, let's now turn to the meat of the
problem —- natural gas or the lack of iT.

[ must use first quarter figures since The second quarter reporfs are
not in yet. During the first 3 months of the year, our municipal systems
suffered slightly more than 38,000 hours of natural gas curtailment or
already more than during all of 1973.

No. Hours of Curtailment *¥*¥

1971 12,186 hours
1972 24,935 Y
1973 37,270 n
1974 52,610 L
Ist Q75 38,071 &

Our systems are of course, anticipating even more curtailments in
the future; but not only during normal curtailment periods, but also
during The summer. |f this occurs, it will be the first major "summer"

curtailments our systems have ever experienced.

IMpACT oF HicHER Gas Costs

At the end of the first quarter this year, the average MCF price
of natural gas to our generating systems had risen fo nearly 48¢. This
is a marked increase over earlier figures and nearly 3¢ per MCF hike
since the start of 1974.

Average Cost of Natural Gas

1971 .2899¢ per MCF
1972 3143 v m
1973 3466 MM

st Q75 L4790 H Y



At the end of the second quarter, for example, the cities purchasing
gas from Peoples Natural were paying an average price of about 57¢ per MCF;
and most gas suppliers have or will shortly raise their prices since the
45¢ figure recorded at the end of the first quarter.

KPL's recently filed gas rate increase would place the cost of an
MCF of gas to municipal power plants at 50¢ per MCF for the first 3,000 and
40.4¢ for all additional -- up 5.4¢ per MCF., This hike, unfortunately,
does not reflect any increase in the cost of purchase phice of gas to The
company since the filing date nor any increase that might result as the
settlement of the Spivey-Grabbs problem.

As | understand it, the Wichita Industrial Energy Corp. will pay a
wel lhead price of $1.85 per MCF for the Spivey gas, some of which will be
adjusted upwards to $2.035 for BTU content.

| f inftrastate gas in Kaﬁsas jumps to $1.85 at the wellhead, you can
just guess what our purchase price might be since we now pay 50¢ for 23¢
gas.

The economic hardship this will cause our systems is reflected in the
following cost-per-MBTU comparisons:

Using current gas costs (.4790¢ per MCF) = cosT per MBTU is .50¢

1

Using current No. 2 cost (.2947 per gal.) cost per MBTU is $2.13

Using $1.95 per MCF gas cost per MBTU is $2.05

Using $2.50 per MCF gas cost per MBTU is $2.63

Using $3.00 per MCF gas cost per MBTU is $3.16
Since there is no price control over infrastate gas nor doc we know what
purchase price of gas would be that costs $1.85 at the wellhead, we have

included the latter two figures to show The impact on energy production.



CONSUMPTION OF SUPPLEMENTAL FUEL

First quarter figures show That 6,843,269 gallons of middle
distillate and residual fuel oil was consumed by our systems. This
compares to total previous [2-montTh consumption figures as:

Total Supplemental Fuel Consumed

1671 6,934,396 gallons
1972 11,979,314 "
1973 12,462,184 "
1974 11,596,996 "
fat Q15 6,843,269 u

Price IMPACT OF SUPPLEMENTAL FUELS

First quarter figures show the state-wide average for middle
distillates was .2947¢ per gallon delivered or $12.38 per barrel.
Residual's average cost was .2672¢ per gallon or $11.22 per barrel.

Both fuels show an astronomical increase in pricing since 1971 as

shown. here: Average Cost of Middle Distillate
1971 $ 4.63 per barrel
1972 4.9] i
1973 9.80 I
(974 12.27 I
lsit Q75 (258 I

Average Cost of Residual Fuel Oil

1972 $ 3.15 per barrel
1973 8.40 "
1974 | 09 "
ist Q75 11.22 "

You can easily see the ecomonic hardships worked on our systems
by lack of sufficient gas and forced consumption of very expensive
supplement fuel at a rapidly increasing rate in the future.

The average state-wide increase in fuel costs when using current
supplement fuel pricing compared to current natural gas costs is %23%

higher comparing middle distillates and 262% higher using residual fuel.



Recuiation oF NATURAL GAS i

My association has historically supported regulation of all natural
gas and we've seen nothing to change our position in This matter. The
giant increases in prices we've paid during the last few years have done
nothing toward increasing our supply of petroleum products -- in fact,
just the opposite is tfrue.

| have attached a copy of our "Reaffirming" resolution passed at
our 1975 annual conference and | would like to read just one paragraph
from it:

Subsection 3. (KMU) Strongly believes in full regulation

of a) interstate natural gas

b) intfrastate natural gas

c) mainline direct saile natural gas
in the areas of rates, reasonable prices and
the use of evidentiary hearings for determination
of pricing and insistance that a fair rate of
return and cost-of-service philosophy be main-
tained in This area by both the Kansas
Corporation Commission and the Federal Power
Commission.

Therefore, we strongly urge that this committee consider recommending
that intrastate gas in Kansas come under the jurisdiction of the KCC, both
for pricing and allocation.

Because of The shortnass of time, | will not read some remarks made
recently by Lee White asserting regulation of natural gas must be maintained,
but have included them in this material. | hope you will take the Time to
study them later, they are extremely revealing.

Lee White, as you may remember, is a former chairman of fthe Federal

Power Commission and now is chairman of the Energy Policy Task Force of

+he Consumer Federation of America.



SUMMARY

As you can see, all but one of our systems are still completely
reliant on natural gas and other patroleum products for power production.
We know we need To go to other sources for energy production --
such as coal and/or nuclear; but unfortunately, during the last three
legislative sessions our attempts to obtain the legislation needed fo
accomplish This goal has been blocked by the private power companies --
and by the lack of legislative understanding or concern for our smaller
utilities and their problems.

Since we've been unsuccessful in our attempts legislatively
to solve our energy problems, we still need-access to natural gas
and supplemental fuels at reasonable prices for our production facilities
until we can seek other alternatives. Until the latter is accomplished,
our systems will still continue to use natural gas and other pestroleum
products that otherwise could be used for our state's agricultfural
endeavorsg

We are seeking other resources from which fo produce power, buf
any definite results are still a few years off. We've fried since
early 1973 to work out a solution with the private power companies, but
to no avail -- they simply asserf we operate at their will, on their
terms -- and no cooperation or good faith negotiations are forthcoming.

Thus, we know how to solve our problems, but can't get the needed
authority to do so -- and until we do, we'll remain dependent on

petroleum products. (See copy of KMU Resolution No. 5 attached).



Remarks by: Lee C., WHITE
Former Chairman of the Federal
Power Commission and now
Chairman of the Energy Policy
Task Force of the Consumer
Federation of America

"...Deregulation would be a critical blow to consumers
who are captive customers that have no truly viable
alternative. The obligation to protect consumers,
especially during periods of shortage, from exorbitant
prices is a fundamental obligation of govermment

where the product involved is both essential and
monoplistic in character, as in the case of natural gas.

"As the legislative debates have dragged on and the
natural gas supply situation has worsened, there appears
to have developed a view that, despite the obvious
drawbacks of it all, there really is no realistic choice
but to deregulate the price and thereby provide the
maximum incentive to produce the maximum supplies and
avoid the hardships that otherwise would exist. In our
view, such a capitulation would undoubtedly increase
substantially the cost to the consumer -- the Library of
Congress estimates over $5 billion the first year,
rising to $17.7 billion in & to 7 years, and the
assistant chief economist of the FPC estimates from
$9-11 billion annually -- without any corresponding
assurance of a significantly increased supply.

"Putting aside the question of whether the gas producing
industry is competitive -- and there is strong evidence
that it 1s not -- the "free market" price is set by the
international oil cartel and this obviously is an un-
satisfactory standard. Rates fixed by the FPC include a
return on investment of 15%, hardly an inconsequential
return.

"ome of the principal explanations for inadequate invest-
ment in exploration for gas has been the understandable
expectation on the part of petrolewn companies that
'deregulation is just around the corner’.

"...adequate incentive, yes; but unlimited, uncontrolled
prices for an essential product in a period of sharp
shortage, no."



RESOLUTION # 5

CONTINUED USE OF NATURAL GAS BY MUNICIPAL
GENERATING SYSTEMS UNTIL ALTERNATE

SOURCES CAN BE DEVELOPED

WHEREAS, plant investment by Kansas municipal genmerating
systems runs into many millions of dollars: and

WHEREAS, this investment needs to be wutilized and pro-
tected for a reasonable length of time; and

WHEREAS, the phasing out of natural gas for use in these
plants will work a harsh and unnecessary economic hardship
of the systems' ratepayer if gas 18 curtailed in the very
near future; and

WHEREAS, it is impossible to convert existing dual-fired
combustion generation units to coal; and

WHEREAS, Kansas Municipal Utilities, Ine.'s attempts to
obtain passage of "munieipal power agency" legislation has
been blocked for the last three years by lobbying efforts of
the private power companies and a lack of concern by a
majority of the Kansas legislature,

THEREFORE BE IT RESOLVED, that Kansas Municipal Utilities,
Ine. , exert every reasonable effort and pursue all possible
avenues to assure the supply of interruptible natural gas for
municipally-owned generation systems be maintained for a
reasonable pertiod of time; and

BE IT FURTHER RESOLVED, that Kansas Municipal Utilities,
Ine., expand its services to member utilities by seeking new
sources of energy ~-—-—-- be it by joint action with other
utilities in the field of coal, nuclear and mint-nuclear
potential or in the renewable sources of energy on the horizon——
solar and wind.

Adopted May 13, 1975



ResoLuTtion # 6

REAFFIRMING

WHEREAS, Kansas Mumicipal Utilities, Ine., has in the
past adopted resolutions concerning the following
subjects; and

WHEREAS, it desires to veaffirm its stand on said
resolutions; and

WHEREAS, said resolutions, in general, weve as follows:

L.,

4

Strongly opposes any action, legislative or
administrative, which would curb, 1imit or remove
from local control the operations end jurisdiction
of municipal utility systems from the people who
own. them and to whom they serve.

Strongly opposes any action, legislative or
administrative, which would attack the Constit-

utional exemption for municipal utility property

from taxation.

Strongly believe in full regulatory regulation of

al) interstate natural gas

b) intrastate natural gas

e} mainline direct sale natural gas
in the areas of rates, reasonable prices and the
use of evidentiary hearings for determination of
pricing and insistance that a fair rate of return
and cost-of-service philosophy be maintained in
this area by both the Kansas Corporation Commission
and the Federal Power Commission.

Strongly opposes placement of any federcl taz on

the income of state, municipal or other public
agency bonds and continues to deplore thz U.S.
Treasury rules and regulations enforcing the
so-called "two-county" rule and other harmful aspects
of Section L03 of the IRS Code.



o

5. Continues to strongly support the joint power
supply planning efforts of the Fasterm Kansas
Power Agency, Northwest Kansas Powar Agency and
the North Central Kansas Power Agency.

b, Continues to oppose any attempts of the Kansas
legislature to place hidder or indirect toxes
upon municipal utility systems that are
diseriminatory to utility ratepayers.

/. Strongly opposes any policy changes or trends of
the Federal Power Commission that ars not in the
spirit of comsumeyr protection and insist that full
five-month suspensions be allowed in all rate filings
and that no "future' costs be allowed in rate
cases.

8, Continues to support reasonable environmental
rules, standards and regulations to aid in the
overall protection of the public's hezalth and
welfars, yet at the same time allows utilities to
meet the needs of their customers.

9, Continues to give full support to the Energy
Policy Task Force of thz Consumers Federation
of America so that the consumers' views in energy
matters might be heard.

10, Continues to support Mid-West Electric Consumers
- Association in its fight to make MAPP a true and
open power pool so that all utilities in that

region will benefit.

[I. Continues to strongly object to unfair profits
being realized by gas and oil companies during
the current energy squezeze.

12, Continues to urge Congress to pass a stringent
but practical strip mine reclamation act and
urges a new federal coual leasing program that
will stimulate production from existing coal
leases and eliminate the concentration of existing
leascholders.

13, Scores any attempt by the U.S. Treasury to restrict
the use of tax-exempt financing by non-profit
corporations, espectally as utilization of this
finaneing relates to municipal utilities.

THEREFORE BE 1T RESOLVED, that Kansas Municipal Utilities,
Ine., again reaffirms all of the above resolutions and

re-adopts the same.

Adopted Moy 13, 1975



Anthony
Ashland
Attica
Augusta
Baldwin City
Belleville
Beloit
Burlingame
Burlington
Chanute
Clay Center
Coffeyville
Colby
Ellinwood
Ellis

Erie
Fredonia
Garden City
Garnett
Girard

Good land
Greensburg
Herington
Hill City
Hil Isboro
Hoisington
Ho |l ton
Horton
Hugoton
lola
Jetmore
Johnson
Kansas City
Kingman
LaCrosse
Larnad
Lincoln Center
Lindsborg
Marion
McPherson
Meade
Minneapolis
Mulvane
Neodesha
Norton
Oakley
Obertin
Osage City
Osawatomie
Osborne
Ottawa
Pratt
Protection
Russel |
Sabetha

St. Francis
St. John
Sharcn Springs
Stafford
Sterling
Stockton
Wamego
Washington
Wellington
Wilson
Winfield

Total

CONSUMPT ION OF NATURAL GAS

(in MCF)
Ist Qtis
1971 1972 1973 1975
259,970 185,340 193,373 35,456
64,079 68,160 77,765 I1,740

|,620 |,780 43 5,722
259,900 274,641 285,670 27,645
101,630 105,487 99,018 I1,384
156,618 159,085 170,018 20,498
217,305 223,216 225,260 22,860
47,439 = - NR

17,808 16,933 18,445 3,202
879,046 817,694 759,024 52,158
- = 517,246 NR
1,610,808 1,601,166 I,637,059 -
270,729 292,448 292,448 68,372
103,929 114,062 134,730 NR
84,099 84,909 114,627 21,146
66,657 69,900 70,467 3,480

- - 7,601 NR

& 2 - NR
124,304 116,513 114,080 4,125

10,271 1,057 594 NR
319,722 376,603 418,070 106,624
124,03 111,049 112,076 17,595
144,702 149,915 143,000 303,420
133,772 126,207 114,976 27,429
110,925 112,284 106,700 0
164,144 174,095 181,470 24,175

= % 162,796 10,783
92,994 96,655 108,083 NR
68,728 71,159 157,300 39,409
169,614 169,350 185,718 0
57,263 58,171 61,821 13,809
62,377 58,377 66,898 17,150

14,837,646 15,831,407 17,825,000 731,106
180,682 211,511 231,349 30,005
77,804 78,120 84,377 13,467
442,049 489,863 544,221 71,014

- - 99,958 ~NR
80,256 132,759 153,719 18,935

= - 68,366 11,347

2,067,899 2,092,242 2,811,663 355,348
95,075 110,165 119,41 | 27,060
91,240 95,760 91,787 8,372

- - 139,601 -

- = 151,808 2,483
194,896 205, 159 211,860 39,232
139,239 144,882 145,800 28,809

— - 128,658 26,580
127,749 129,888 125,502 10,818
191,588 163,230 135,118 22,004
99,763 105,382 95,377 8,656
710,665 725,473 686,570 71,98]
613,58 548,081 654,51 | 11,425
37,558 41,276 40,840 696
456,654 465,937 499,701 92,568
215,944 206,485 221,110 14,288
92,659 93,927 92,258 23,019
66,937 73,584 73,3453 0
53,82 53,133 59,612 16,508
51,601 41,845 59,795 10,132
97,257 100,170 112,977 28,027
106,075 110,407 121,900 NR
149,173 152,504 168,795 33,219
70,098 71,582 74,543 705
854,732 794,113 687, 320 53,745
29,766 40,729 55,068 10,694
862,000 925,700 1,054,000 198,588

28,818,89] 29,871,570 34,362,294 2,826,030




NATURAL GAS CURTAILMENTS TO KANSAS MUNICIPAL SYSTEMS
BY SUPPLIER - Number of hours by vyear

Hours Hours Hours Hours-Ist
KANSAS POWER & LIGHT 1971 19772 1973 Otr.=1975
Russel | 142 213 74 653
Larned 141 121 214 |,047
Kingman 12 129 317 352
Hoisington 150 80 326 880
McPherson 355 639 268 Iy EBT
Wamego 2720 585 61 455
Washington 525 594 305 - 1,049
Lindsborg = 354 325 I,026
Protection 110 76 352 697
Ashland 4] 204 351 616
St. John |77 46 356 797
Stafford = = 583 721
Pratt |24 90 383 813
Ellinwood |59 77 331
LaCrosse |76 111 _ 300 746
Greensburg = 28 104 e
Belleville e 526 403 ,042
Clay Center ~ § 323
Total 2,130 3,873 5,576 12,081
GAS SERVICE
Baldwin City 840 840 769 - 1,132
AugusTa 258 620 : |,039 |,304
WellingTon 50 587 449 |,249
Sabetha 206 [,041 1,077 |,663
Osborne 116 415 I,560 |, 544
Osawatomie |73 1,543 2,661 794
Lincoln - s 1,276
Horton 270 1,149 1,144
Beloit 104 638 1,118 1,521
Girard 140 308 720
Ottawa 236 359 |,083 I, 137
Erie 288 768 |,085 |,207
Holton - - l,199 1,719
Kansas City 1,038 |,528 2,838 940
Mulvane = - 278 E
Total 3,719 9,796 18,296 14,010
CITIES SERVICE
Chanute 461 , 1,127 1,719 1,415
lola ' 0 0 0 0
Garnett 771 1,251 1,551 984
Neodesha = - |,693 |,870
Osage City 357 [,120 [,193 |,506
Minneapolis 80 546 903 [,441
Burlingame 345 708 -
Total |,994 45052 7,059 ' 7,216
UNION GAS
Coffeyville 412 |,094 |,336
Burlington - 674 480 0
Fredonia - ™ .

Total 412 |,768 1,816 0



GREELEY GAS
Herington
Marion
Hillsboro
AnThony

Total

PEOPLES

Meade
Goodland
Jetmore
AtTica
Hugoton
Johnson
Garden City

Total

ARKLA
Sterling
Winfield

Total

W1 LSON GAS CO.
Wilson

Total

KANSAS-NEBRASKA
Oakley
Sharcon Springs
St. Francis
Norton
Colby
Stockton
Oberlin
Hill City

Total

CENTRAL KANSAS
Ellis

Total

Hours

1971
340
240
900
240

1,720

240
815

|,055

200

200

3¢
57
| 44
38
100
50

38

46|

38

36

Hours
1972

476

300
939

1,715
201
364
600

210

|,375

480
8l

l,291

360

360

256

33
22
28

339

212

212

Hours
19735
404
42|
518
|,266

2,609

21
304
40

227

598

144
583

727

287

287

32
|3
35
117
28
84
80
65

454

46

46

Hoursﬂlsf
Otr.-1975
59

|,962
2,021
68

187

L77
432

|78
360

538

200
. 23]
378
260
275
354

1,698

72

12
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TOTAL NATURAL GAS CURTAILMENTS TO KANSAS MUNICIPAL SYSTEMS

lier

Kansas Power & Light

Gas Service
Cities Service
Union Gas
Greeley Gas
Peoples

Arkla

Wilson Gas
Kansas-Nebraska
Central Kansas

Total

Hours
1971

2,130
3,719
1,994
412
1,720
457
1,055
200
46|
38

12,186

Hours

1972

3
9
4
[

24

,873
,796
,206

, 168

,715
,375
,291
360
339
212

,935

Hours
[973

5,376
18,296
7,059
1,816
2,609
598
727
287
454

46

37,268

Hours-1s¥

gtr.~ 1815

12,08
14,010
7,216
0
2,021
432
538

3
|,698
72

38,071



Anthony
Ashland
Attica

Augusta

Baldwin City

Belleville
Beloit
Burlingame
Burlington
Chanute
Clay Center
Coffeyville
Colby
Ellinwood
Ellis

Erie
Fredonia
Garden City
Garnett
Girard
Goodland.
Greensburg
Herington
Hill City
Hi | Isboro
Hoisington
Holton
Horton
Hugoton
dola
Jetmore
Johnson
Kansas City
Kingman
LaCrosse
Larned

Lincoln Center

Lindsborg
Marion
McPherson
Meade
Minneapolis
Mulvane
Neodesha
Norton
Oakley
Oberlin
Osage City
Osawatomie
Osborne
Ottawa
Pratt
Protection
Russel |
Sabetha

S+. Francis
St. John

Sharon Springs

Stafford
Sterling
Stockton
Wamego
Washington
Wel |l ington
Wilson
Winfield

Total

. 3400
. 3000
. 2400
L2765
L3010
L2710
.3100

L4392
. 2680

.2618
L2574
.2834
L3371

L3190

. 3060
.3836
2965
.2650

L3120
.2700
L3100
.2754

.3032
.2870
.2800
L2750
L2165
.2890

L2739
.2280

L2663
L2791
.2600

. 2695
.50453

.2640
.2500

-31.00

L2942
. 2990
.2786
. 2650
. 2941
. 2660
L2930
.2600
.2885
. 3000
23120
. 1864
.2803
22765
w2815
L2764

.5000

. 3000

.2899

AVERAGE COS5T OF GAS

CENTS PER MCF

1972

. 3900
.2900
. 2600
« 2850
: 5202
. 2830
.3210

L4426
sk i

. 2884
. 2800
285D
.4282
3110

.3540
L4055
.3556
. 2860
w2 3
.2900
.3300
L2764

3227
+ D258
. 3200
.2750
. 2606
. 3050
.2740
.2900
. 2688

.2806

.2700
y 2520
L3231

.2860
.2900

. 3500
.35198
L3312
.2874
. 2662
. 2986
2675
.3318
. 3077
.2903
.3010
.35150
.2964
. 3664
L2785
L2911
L3063
.5500
. 3000

L3143

As of December 31,
1973

L4200
.2900
. 3200
.3556
. 5634
2100
. 5501

. 3800
L2729
.3229
-33522

. 4800
. 3800

. 3600

. 3905
. 2884
.3400
.3500
.3700

.3756
. 1850

L4200
L2611
.3310
L2766

L2713

.2810
.5488

L4014
. 3649
. 3850
33508
Ry oo
5252
.5300
.3678
. 3683
. 35686
. 2689
L3234
.2700
L3720
L5190

. 3590

. 3200
i 3909
.2790

.6500
L3442

. 3466

As of March 31,
1975

.6000
. 3900
.5500
.5130
.5855
.3857
.5549

. .6459
.5325

L4460

L4620
.6000

.6107

L4832
. 5870

.4350
.4600

.3868
.5600

. 1850

.6400

.5060
3700
. 3932
L3700

.3815
A212
.3590
sh203
5350

.4900
. 4400
.4640
.4700
.6000
.5600
-5660
.5500
.3500
. 3600
.5638
.5640
L4700
.3976
L4710
.3862
. 3900

.3634
.3900
9116
.8000
.6500

L4790



FUEL OIL COSTS TO KANSAS MUNICIPAL UTILITIES
No. 2 Diesel Fuel Unless Otherwise Denoted

CURRENT PRICE AVERAGE PRICE AVERAGE FRICE PRICE-Dec. 3|
March 1975 1971 1972 1973
(Cents per gal.) (Cents per gal.) (Cents per gal.) (Cents per gal.)
Anthony L2990 #5-.2590 - . 1100 L1330 L3050 #5 -.2300
Ashland . 3200 L1163 . 1208 . 1940
Attica L3210 L1200 . 1490 .2390
Augusta - .294] ‘ . 1088 . 1050 . 1990
Baldwin City L2617 « 1055 . 1070 777
Belleville .2744 . 1075 .1185 L1764
Beloit .2834 217 L1130 . 1634
Burlingame - - - -
Burlington 2865 «| 285 . 1285 . 1885
Chanute L3025 #5-.2700 #5-.0930 #5-.0975 .3075 #5 -.2250
Clay Center - - - .2450 #5 -.1270
Coffeyville - .0987 .0995 . 1386
Colby . 3250 . 1048 . 1080 . 1349
Ellinwood - 1154 : L1134 #1-.2475 #5 -.3361
Ellis L2911 . 1100 . 1100 . 1986
Erie . 3050 1075 L1185 .2150
Fredonia - - - -
Garden City - - - -
Garnett .2865 . 1084 .lel . 1831
Girard - . 1025 . 1025 .2500
Goodland L3125 . 1090 L1140 . 1960
Greensburg .3200 . 1065 L1185 L2762
Herington _ .2760 . . 1010 .1155 2050
Hitl City .2530 « 150 . 1250 L1871
Hillsboro .270] 01 . 1037 . 2940
Hoisington L2791 ' . 1099 . 1099 . 1870
Holton . 3050 1150 L1192 .2400
Horton - L1224 . 1228 .3000
Hugoton .3100 . 1038 15 . 1960 :
lola 3250 #5-.1240 #5-.1240 L3075 #5 -.2275
Jetmore .2800 . 1160 . 1350 L2570
Johnson .3290. L1073 . 1:2290 .2530
Kansas City L1418 - ‘ = .2050
Kingman .2800 NN VA L1169 . 1850
LaCrosse .2820 . 1047 L1072 .2090
Larned : #5-.2930 .0874 . 1025 L1230
Lincoln Center - . 1138 L1138 L1811
Lindsborg .3154 IO .1165 .2029
Marion .2950 L1021 . 1041 L2220
McPherson . 1852  #5-.2620 #5-.0871 #5-.0750 L2231 #5-.1270
Meade . 3000 144 . 1206 .1758
Minneapolis .2750 143 L1154 . 1343
Mulvane - - LA1T5 L1811
Neodesha . 3200 = ~ .2900
Norton . 3050 sl D2 L1219 .2440
Qakley .3051 L1184 . 1450 L2277
Oberlin .2920 . 1048 . 1058 .2900
Osage City .2689 L1107 L1178 .2600
OsawaTomie .2790 . 1050 . 1050 2715
Osborne .2663 . 1075 . 1200 .2790
Ottawa .2940 #6-.2666 . L1107 122 .2390 #6-.2666
Pratt .3189 . 1200 . 1370 .3650
Protection .2850 L1150 L1160 .2190
Russel | .2834 w1125 L1150 L2415
Sabetha L2725 L1179 L1179 . 1665
St. Francis .3240 . 1335 . 1365 .2290
St. John .3000 . 1051 L1130 .2050
Sharon Springs .3160 1106 . 1204 .2400
Stafford .2910 . 1005 L1035 .3650
Sterling .2800 . 1039 . 1049 .3500
Stockton - L1100 . 100 L2815
Wamego .2694 123 . 1500 .2590
Washington .2864 ol 120 L1160 . 1884
Wellington L2758 L1191 .1E15 .2330
Wilson L1109 L1109 . 1800

Winfield «24 39 . 1100 . 1250 .2660



FUEL O1L CONSUMPTION BY_KANSAS MUNICIPAL SYSTEHS

Anithony
Ashiland
Altica
Augqusta
Baldwin City
Ballaville
Boeloit
Burlingama
Burlington
Chanute
Clay Center
Coffeyville
Colby
Ellinwood
Ellis

Erie
Fredonia
Garden City
Garnett
Girard
Goodland
Greensburyg
Herington
Hitl City
Hillsboro
Hoisington
Hol fon
Horton
Hugoton
lola
Jetmore
Johnson
Kansas City
Kingman
LaCrosse
Larned
Lincoln Center
Lindsborg
Marion
McPherson
Meade
Minneapolis
Mulvane
Neodesha
Norton
Oakley
Cbertin
Osage City
Osawatonie
Osborne
Ottawa
Pratt
Protection
Russel |
Sabetha

St. Francis
St. John
Sharon Springs
Stafford
Steriing
Stockton
Yameno
washington
datlington
wilson
Winfield

Total

1371

59,215
67,984
GO, 000
204,430
182,435
171,582
181,183
50,520

9,466
264,442
365,871
203,620
76,200
93,065
47,196

91,704
75,471
253,881
67,865
124,588
89,730
179,593
87,914
403,95
139,587
33,233
36,375
44,440
91,136
108,502
19,278
40,670
76,190
355,497
76,399
95,373
125,034
108,699
78,225
80,640
114,708
182,582
133,725
185,638
54,780
70,039
259,220
196,723
71,660
62,734
54,010
42,833
79,452
78,009
134,248
100, 408
21,253
109,410

21,850

6,934 3 _’)96

19/2
135,784
7,187
130,000
288,110
179,152
200,638
278,009
77,000
16,060
750,710
1,214,665
190, 109
84,720
110,975
74,885
157,370
63,550
268,782
59,228
157,992
132,050
124,663
78,020
696,622
182,735
118,650
56,601
58,777
48,055
117,526
94,579
22,238
105,81 |
117,490
678,413
79,400
140,762

165,018

106,974
85,993
81,830
192,452
365, 446
547,901
45,670
64,680
286,971
349,156
85,050
78,020
61,926
35,586
128, 169
89,705
167,033
14,291
301,345
107,030

1,157,780

11,979,314

227,102
76,645
16,020

474,740

230,454

170,562

394,224

N/R
18,335
1,059,262
87,301
1,131,006

196,000

103,016
82,110

99,601 -

184,523
0
195,995
30,206
161,208
85,430
113,195
105,825
309,732
194,656
124,634
46,067
67,050
51,873
200,000
138,491
131,567
50,819
76,152
100,044
72,040
806,056
75,898
166,716
242,844
269,765
124,755
112,795
85,220
225,002
474,983
228,469
655,793
169,194
96,570
297,495
352,913
76,777
80,904
57,500
56,701
119,433
92,713
137,341
85,254
312,845
52,110
__ 200,253

12,462, 184

{in Gallong)

[st. Qtr.
1975

31,483
38,009
12,220
353,240
142,060
152,357
313,625
NR
1,933
629,031
NR

110,939
NR
27,286
12,755
75,558
74,323
62,069
63,477
50,750
115,550
277,942
NR

32,320
21,620
23,060
174,667
78,660
83,180
NR
43,794
250
360,441
16,590
131,938
79,750
78,950
50,049
58,090
184,648
227,081
135,912
540,746
279,710
21,240
221,748
348,819
33,59
9,510
6,500

30,581
127,693

40,467
501,528

10,860
188,467

6,843,269



INCREASES IN COST OF POWER PRODUCTION -- Percentage of
increases comparing each city's current natural gas costs
vs. current secondary fuel costs.

No. | & 2 No. 5 & 6
Anthony 244% 167%
Ashland 465
Attica 302
Augusta 294
Baldwin City 206
Belleville 385
Beloit 253%
Burlingame -
Burlington 205
Chanute 79| 212
Clay Center NR AR
Coffeyville
Colby 400
EllTnwood NR NR
Ellis 33
Erie 250
Fredonia NR
Garden City NR
Garnett 7225
Girard NR
Good land 345
Greensburg 466
Herington 335
Hill City 28|
Hi |l isboro =
Hoisington 392
Holton 274
Horton NR
Hugoton 108
lola e
Jetmore 203
Johnson 428
Kansas City |06
Kingman 420.
LaCrosse 398
Larned 387
Lincoln Center NR
Lindsborg 470
Marion 386
McPherson 252 347
Meade 276
Minneapolis 225
Mulvane -
Neodesha 346
Norton 380
Oakley 351
Oberlin 352
Osage City 210
Osawatomie 2472
Osborne 222
Ottawa 268 198
Pratt . 524
Protection 445
Russel | . 440
Sabetha 236
St. Francis 380
St. John 419
Sharon Springs 358
Stafford 415
Sterling 395
Stockton NR
Wamego 413
Washington 407
Wellington 270
Wilson -
Winfield 199

Average Increase 323% 262%



FUEL OIL STORAGE BY KANSAS MUNICIPAL SYSTEMS (in gallons)

CURRENT CAPACITY
AS OF MARCH 31, 1975

Anthony 90,000
Ashland 45,000
Attica 10,000
Augusta 75,000
Baldwin City ' 85,000
Belleville 20,000
Beloit 80,000
Burlingame e

Burlington 30,000
Chanute 168,000
Clay Center 250,000
Coffeyville ' 880,000
Colby 60,000
Ellinwood 30,000
Ellis : 80,000
Erie 28,000
Fredonia —

Garden City |,500,000
Garnett 70,000
Girard 20,000
Good | and ‘ 146,514
Greensburg 100,060
Herington 60,000
Hill City 52,000
Hil lsboro 20,000
Hoisington 80,000
Holton - 60,000
Horton 90,000
Hugoton 79,900
lola 58,000
Jetmore 46,000
Johnson 44 000
Kansas City : 66,024
Kingman 80,000
LaCrosse 42,000
Larned 215,000
Lincolin Center 70,000
Lindsborg 50,000
Marion i 36,000
McPherson 3,000,000
Meade 45,276
Minneapolis 30,000
Mulvane 50,000
Neodesha 297,613
Norton 48,500
Oakley 70,000
Cberlin 27,000
Osage City 110,000
Osawatcomie 57,168
Osborne 82,000
Ottawa 443,857
Pratt 144,000
Protection 48,000
Russell 288,960
Sabetha 80,000
St. Francis 50,000
St. John 42,000
Sharon Springs 28,000
Stafford 20 000
Sterling 85,000
Stockton ' 52,000
Wamego 60,000
Washington 60,000
Wellington 300,000
Wilson 27,000
Winfield 45,000

Total 11,387,852



1019 14:h STREET, N.W. - SUITE 901 - WASHINGTON, D.C. 20005 - (202) 737-3732
LEE C. \WHITE, CHAIRMAN ELLEN BERMAN, DIRECTOR

June 9, 1975

The Energy Policy Task Force of the Consumer Federation of America
has followed with keen interest development of H, R, 70i4, which is now
before the full House Committee on Interstate and Foreign Commer ce for
markup.

v
e e
1 s, 8

. 7014 is a highly important piece of legislation. It is intended to
basic United States energy policy in a variety of ways -- all of which
5 Zve significént impact on consumers. Because of this fact, we would
like to offer the following comments on the biil:

1. Any legislation approved by the Committee should reaffirm the ceiling
price of "old" oil at $5.25 a barrel and provide for a rollback of "new' oil to
2 level justified by actual cost of production plus & fair return. If additional
financial incentive is required to insure continued production at 'old" oil wells
through secondary and tertiary treatment, the need should be proved through
a certification process. ‘

Friday's press notes FEA Administrator Frank Zarb's surprise at OPEC
discussion of possible increases in the price of oil of as much as $4 a barrel.
Y"They're a lot higher than anything that can be justified by economics, " he
reportedly told the Washington Post. Exactly the same reasoning applies to
domestic prices. There is no justification for allowing runaway pricing of
dormestic oil. Consumers are already paying punitive penalty prices for 'old"
oil {whkich has been the beneficiary of gratuitous largesse by the Cost of Living
Council and FEA) and receive no protection on "new' oil costs from FEA --
which passively accepts the price leadership of OPEC nations despite statutory
requiremnents to the contrary.

Donble-teamed by OPEC and FEA, the consumer has no real champion
outside nof Congress.

Of the major oil pricing proposa:is we currently understand will receive
active consideration by your Committee, we believe the Eckhardt amendment
best suards consumer interests. While we support a stronger stand against
price gouging, Mr. Eckhardt's proposition at least seeks to limit the heavy
inflationary impact of oil price rises, avoids the complexities and loopholes-

gk
consumes Federation of amerca
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of a "windfall" profits tax, and reduces the incentive for oil companies‘to
promote higher OPEC prices.

2. The Emergency Petroleum Allocation Act should be extended for a
significant period. Short term extensions promote uncertainty for consumers
and firms alike, and encourage the oil industry to agitate further for killing
the program. :

3. There should be established in the General Accounting Office a new
Office of Petroleum Auditing and Accounting with subpoena power and
responsibility {(a) to audit the books of domestic petroleum and refining
companies and to report annually in arder to facilitate Congress' review of
crude oil prices and (b) to develop comparable accounting practices to facili-
tate compiling a data base consisting of cost, reserve and productive caracity,
and price and supply information, and to collect the data. '

The "energy crisis'' has engendered a massive disbelief in the facts and
figures used by oil companies to support their price and profit contentions.
Furthermore, Congress needs the benefit of objective presentation and
analysis of the numbers upon which it must make policy decisions. Creation
of this GAO function would aid in achieving both objectives.

4. Consideration should be given to creation of a Federal fuels corporation
to develop some of the fuels located on Federal lands.

Over half of our nation's remaining oil and gas resources, about 40% of
our coal and uranium, 80% of our oil shale, and some 60% of our geothermal
energy sources are located on Federal lands. These are resources actually
owned by the citizens of the United States. Under the present system, these
resources are sold to non- Federal parties which develop and resell them for
private profit. The public interest in an adequate supply of fuel at reasonable
prices would be served by the establishment of a2 Federal fuels corporation
to aid in carrying out the task of exploration, prcduction and marketing. This
approach would supplement existing private development, stimulate competition,
encourage price reductions, and provide a yardstick by which we could judge
the performance of private parties. Representative McFall (H, R, 3Ill} and
others in the House of Representatives have introduced legislation which would

achieve this purpose.

5. There is a need to strengthen competition in the energy industry.
Because of their vertical integration through multiple stages of the oil and
gas business (production, refining, transportation, and marketing), the major
firms in the field are able to exercise great economic and political leverage,
buttressed by continuing efforts on the part of some to further integrate
horizontally, which diminishes competition in the marketplace. In addition,
oil companies are doing exactly what they advertise: they are becoming ''energy
companies' through acquisition of positions in potentially competiting fuels,
such as coal and uranium. As the oil companies extend their control over
alternative fuels, the argument is increasingly heard that all fuels should be
priced at their BTU equivalency -- regardless of cost. Action is needed now
to block the adverse effects of vertical and horizontal integration in the oil and
gas industry and to prevent concentrated ownership of different fuels. Benefi-
ciaries of this step would be all Americans -~ consuming companies and consumers.
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We urge that you consider all five of the above points in your consideration
of H. R, 7014.

We are aware of the difficulties involved in getting a majority of the
Committee behind an energy bill and we realize that some of the items dis-
cussed above might add to that difficulty. Nevertheless, we believe they
are constructive and should be adopted. Of all of our proposed amendments,
the one that clearly is the most essential in terms of timing and critical
impact on consumers is the Eckhardt pricirig amendment.

There appear to be some who believe that the easy way to solve our
energy problems is to make everything cost more. That is not an easy
solution if you are a consumer. Economic equity dictates a more sophisticated
innovative, and responsible approach.

Sincerely,

Tee C. White.
Chairman



BOARD OF PUBLIC UTILITIES

City of McPherson, Kansas - 67460 CARLOS V. CRABE, VICE CHAIRMAN

HOWARD P. ANDREWS, MEMBER

CY N. ROTH, UTILITIES COmM., EX-OFFICIO

Box 650 Phone 3[6-24]-0661

DON E. GERARD, P.E., GEN. mGR,
HENRY F. CROSBY, SECRETARY

June
3
1975

Statement by Board of Public Utilities
City of McPherson, Kansas

Kansas Legislative Study Comnittee

Mr. Chairman and members of the Commaittee, my name is Don Gerard, and
I am the General Manager of the Board of Public Utilities of the City of
McPherson.

I am speaking in behalf of Mr. Fred Diehl, the Mayor of the City of McPherson,
and the Board of Public Utilities, which is a municipal water and electric utility.

We recognize that natural gas reserves of the State of Kansas are being rapidly
depleted and this fuel could become in scarce supply. Natural gas has been the
major source of fossil fuel for our community for many years. We are
concerned that a firm supply of natural gas be available to our community for
its continued growth and economic development.

We realize that electric power generation must be diverted from natural gas
fuels, but many megawatts of generating capacity which belong to municipal
utilities will simply be out of service when natural gas is no longer available.
These plants can be assigned to a short term duty cycle of providing peaking
power only and still fulfill a major function of generating power for the electric
industry. This capacity is valuable inasmuch as replacement in new plant
capacity will require time and large amounts of capital expenditures.

We urge the orderly development of our natural gas reserves. We ask that you
consider some regulation of end use applications. We urge the regulation of pricing
to offer proper incentive to exploration, but we do not endorse open bidding for

the remaining reserves of our State.

Respectfully submitted,

=

Don Gerard, General Manager
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FARMLAND INDUSTRIES' PRESENTATION TO THE ENEEREM COMMITTEE
ON NATURAL GAS FOR THE STATE OF KANSAS ON JULY 8, 1975

Farmland Industries is a regional cooperative owned by a half million
farmers and ranchers through over 2100 local cooperatives. Farmland
serves the petroleum, feed, fertilizer, and farm supply needs of its
members in fifteen Midwestern states from Illinois to Colorado and
from North Dakota to Texas. Farmland and its subsidiaries operate
three o0il refineries, seven fertilizer manufacturing plants, and
numerous other manufacturing and warehousing facilities to supply farm
inputs and to process farm outputs. In addition, through various sub-
sidiaries, Farmland is engaged in petroleum exploration and production
to supply its refineries and in natural gas processing to supply LPG
to its members. In fiscal year 1974/@8, Farmland's consolidated sales

were over $1.,2 billion and savings were over $100 million.

The major Farmland use of natural gas is as a raw material to produce
ammonia. Another major use is to supply process heating and compression
requirements in fertilizer manufacturing and oil refining facilities
where the equipment is designed for only gaseous fuel. When these gas
requirements are curtailed, the plant operations must be curtailed and
the products are not produced. A small percentage of these requirements
has been purchased on low-cost "interruptible' contracts. This gas has
been subject to increasingly severe curtailment, both winter and summer,
and has resulted in lost production. However, the major portion of
these requirements has been purchased on higher-priced firm or preferred
contracts and to date these requirements have been delivered on all but

the coldest days of the winter.

A small percentage of Farmland's gas supply is used to fire boilers to



produce the steam required in its manufacturing processes. This gas
supply has normally been purchased on the low-priced "interruptible"
contracts which have been subject to increasingly severe curtailment.
Generally, these requirements can be and are supplied by an alternate
fuel so that production continues but at a higher cost and lower effi-

ciency.

In the State of Kansas, Farmland's major gas users are its CFCA nitrogen
fertilizer manufacturing subsidiary at Lawrence, its nitrogen fertilizer
plant at Dodge City, and its CRA refineries at Coffeyville and Phillips-
burg. The total demand of these plants is about 110 MMCFD of which
approximately 20 MMCFD can be replaced by alternate fuels without sub-

stantial loss of production.

Other major Farmland gas users in the Midwest are nitrogen fertilizer
plants at Enid, Oklahoma, Hastings, Nebraska, and Fort Dodge, Iowa with
a total demand of about 92 MMCFD. 1In addition, Farmland has about 25
other manufacturing or processing plants that depend on natural gas in

smaller quantities.

From the above data, it should be apparent that Farmland has a great
interest in the natural gas supply situation. We recognize that the gas
supply situation is critical and is expected to get worse before it is
resolved. We do not pretend to be experts in this field but we would

like to make some observations.

First, we believe that this country must conserve energy in all forms.
For many years, we have been wasteful of energy; in industry, in trans-

portation and in home heating and air conditioning. It is unfortunate
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exploration must be increased and oil imports must be continued until the

use of coal and other forms of energy can be developed.

Thus far, we have been discussing goals. We also need to discuss how

these goals are to be accomplished.

It is generally accepted that gas and oil price controls have caused
wasteful use of these resources. It is believed by many that de-regulation
would let our free economy reduce gas and oil use through higher prices.

We cautiously favor de-regulation.

The other alternative appears to be a totally regulated energy supply.
We do not like this option. It would likely require a large bureaucracy
producing waste and inequitities rather than efficiency and fairness.
Instead, we propose trying price de-regulation to see if it can work

without undue economic penalties to either producer or consumer.

We also propose that the federal government provide assistance in develop-
ing new and more efficient energy sources. This cannot be done by private
industry alone because risks are too great and rewards too small to
attract sufficient private capital to accomplish the task in a reasonable

length of time.

We do not recommend any state legislation unless it is aimed at energy
conservation. Energy supply is a national problem unlikely to be resolved

by state regulation.



NATURAL GAS SUPPLY: PROBLEMS AND RECOMMENDATIONS

Donna L. Paske, Energy Information and Conservation Manager,

The Boeing Company, Wichita, Kansas

Natural gas has supplied as much as 457 of the energy for industry in the past,
but now it is in increasingly short supply. According to information supplied
to the Federal Power Commission by major interstate pipeline companies, curtail-
ments for the period April 1975 - March 1976 will be 457 higher than for the
preceding twelve months. There will be a supply deficiency of 2.9 trilliom
cubic feet for this period, exceeding the previous twelve month period by nine

billion cubic feet.

When an industry is adversely affected by curtailments, a large sector of the

state can be affected. For example, the Boeing Company in Wichita, Kansas, is

one of the largest employers in the state and exerts significant economic impact
extending well beyond the Wichita area. In 1974, 2800 of a total of 9400 employees
commuted to work from 96 communities. These people earned over $38 million dollars
out of a total payrollof $126 million. Also in 1974, total purchases from 774
Kansas suppliers by the Boeing Company, totalled over $36 million. In 1970, when
company business was at a low ebb, only $3.6 million or 1/10 of the 1974 amount

was paid to Kansas firms.

' The Boeing Company, like many other Kansas industries uses natural gas, purchased

on an interruptible contract from Cities Service Gas Company, as its primary fpel.
Total annual requirements are over 1 billion cubic feet. Of this amount 40% is
used for space heating of 5.6 million square feet; 60% is used for process heat,

including furnaces, tanks, and paint and finish hangars.

Significant gas curtailments were first experienced by the Boeing Company in
1972 when curtailments reached 20% of requirements. Summer curtailments first
occurred in 1973 on six weekends; in 1974 summer curtailments were experienced

for five weeks. Curtailments have risen steadily and will equal 45% of the annual



demand for 1975. By 1980 or 1981, the curtailment of natural gas will be
total; there will be no gas at all available to the Company, according to

Cities Service forecasts.

Efforts by city of Wichita officials have resulted in the formation of the
Wichita Industrial Energy Corporation. The Corporation will sell gas to
Wichita industry, alleviating, for a number of years, the fuel supply problems

that are currently experienced.

If this additional gas supply were not available, it would be necessary to

continue to rely increasingly upon a system of alternate fuels.

#6 residual fuel oil has been used to meet about 65% of total requirements
for the Boeing Company during past periods of natural gas curtailment. This
fuel is not as clean or as easy to burn as natural gas. Soot must be blown
every day or two; burners must be switched and valves must be adjusted when
converting to #6 oil. This fuel must be heated to 200° before handling and
must be held in heafed storage. Boeing presently has an eight day storage

capacity.

Propane could be used to meet the remaining heating requirements. On-site
storage is sufficient for 6 — 8 days. Like natural gas, propane has been in
short supply. Since 1973, coal rather than propane has been used to supply
14% of the total requirements. The use of coal requires large storage areas,
handling and moving equipment, and, should our use of it increase, pollution

control equipment.

#2 heating oil has been utilized as a substitute for propane in 2% of the
heated area. Storage must be provided and burner and valve adjustments are

necessary when converting from natural gas.

The use of alternate fuels requires additional manpower, expensive storage,

and environmental safeguards. On a national basis, as industries are forced
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to convert from gas to other fuels, the demand for already scarce domestic low
sulfur oil will increase. Shortages of domestic oil will increase, resulting
either in increased dependence upon foreign oil, or plant shut-downs. In the
Wichita area, from 1969 - 1973, the consumption of natural gas increased only
5% while the use of alternate fuels increased 383%. The use of alternate fuels
doubles every 21 months in the Wichita area. Nationally, in 1973, natural gas
supplied industry with 457 of its energy needs, a huge demand to be met by other
fuels. 1In addition to threats of supply deficiencies, the consumption of petro-
leum products is limited, by the Federal Mandatory Petroleum Allocation Regula-
tions, to amounts used in the base period, 1972 or 1973 depending upon the fuel.
Industry could face shortages cagsed by legal constraints as well as by supply

deficiencies.

Coal is our most abundant energy resource but conversion to coal is not, at
present, the solution to shortages either. Coal production at the present time
is not able to meet a marked increase in demand. Supplies are committed and it
is difficult to purchase. Expanded production, transportation capability, and
pollution control must all be developed before industry can rely significantly

upon coal to fill its energy needs.

In addition to all these problems, alternate fuels are very expensive compared

to natural gas. Because of increased reliance upon expensive alternate fuels,
the annual fuel bill for the Boeing Company was 20% higher in 1973 than in 1972,
77% higher in 1974 than 1973 and will be another 77% higher in 1975 than in 1974.
These increases have occurred even though fuel consumption has been reduced
approximately 15% since 1973, as a result of energy conservation efforts. The
current price for natural gas is $.67 per thousand cubic feet. Coal, #6 residual
fuel o0il and #2 heating oil all cost approximately three times as much as gas on

a BTU equivalent basis, while propane costs about five times as much as gas.

What can be done to solve the horrendous problems engendered by shortages of
domestic supplies of fuel? It is imperative that national policies be developed

regarding several aspects of the energy problem. The best use for each fuel



must be determined. The energy cost of obtaining energy must be considered;

it seems inadvisable to use more energy to extract a fuel than that fuel will
provide. Research projects must be coordinated with short, middle and long |
term goals in mind. Alternate technologies to replace diminishing fossil fuels

must be perfected.

In regard to natural gas, action is needed to increase development and production
of natural gas reserves and to ensure the fairest and most efficient distribution
of gas. According to a study by MacAvoy and Pindyck, shortages of natural gas
have been caused by low wellhead ceiling prices and will grow, if prices remain
low. However, results of the study show that shortages can be ameliorated and,
after 4 - 5 years, eliminated through phased deregulation of wellhead prices.

They predict that if current pricing policies continue, the shortage of seven
trillion cubic feet in 1973 will increase to 14 trillion cubic feet by the end

1)

of the seventies. Deregulating the wellhead price of gas would encourage

exploration and production, increasing the supply of natural gas.

Not only must the supply be increased but the supply must be used more efficiently.
A quick, safe and relatively cheap way to use natural gas, or any fuel, more
efficiently would be to require conservation. Higher fuel prices will énc0urage
conservation, but encouragement is not enough; conservation must be made mandatory

for all users.

In addition, rate structures must not encourage the use of natural gas. Present

rate schedules should be reversed, or at least, be made uniform for all users.

Reversal of rate structures, more efficient use through conservation, and free
market pricing will slow the demand rate and increase supply. These measures
will buy time that can be used to develop alternate technologies and a compre-
hensive national energy policy which will insure a better way of life rather than

a disintegration of civilization as we know it.

(1) P. W. MacAvoy and R. S. Pindyck, "Alternative Regulatory Policies for
Dealing with the Natural Gas Shortage', 1973, pg. 71. Available from
National Technical Information Service, #PB 228007.



INTERIM STUDY COMMITTEE ON NATURAL GAS
July 8, 1975

Mr. Chairman and Members of the Committee.

I am Jack Lacy, Director of %he Junction City-Geary County Economic
Development Commission, and President of the Junction City Chamber of
Commerce. I also serve as a member of the Big Lakes Area Regiopal Planning
Commission.

Last March 26, I headad a delegation of Geary County citizens to
appear before the Senate Ways and Means Committee urging favorable passage
of Senate Bill 564, a bill that was introduced as resule of the announce-
ment that the City of Wichita planned to purchase the Spivey-Grabs gas
field for industrial use.

Senate Bill 564 dealt with three elements of natural gas supply which
are of vital concern to citizens of Kansas. First is orderly regulation
to prevent abandonment of'intrastate gas markets, the establishment of
end-use priorities, and price setting in certain cases where a Kansas

ublic utility and a gas producer cannot agree on terms for renewal of

e,
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existing contracts.

My appearance before the Interim Study Committee on Natural Cas today
is prompted by a news story which appeared in the Wichita Eagle, July 3,
1975, which puts the Wichita Industrial Energy Corporation, now generally
known as WIEC into a business consortium with Anadarko Production Co., of

Houston, the Skelly refinery at El Dorado and the Mobil refinery at Augusta.



In case you missed the article, it was written by Ted Blankenship,
energy editor of the Wichita Eagle and the first two paragraphs read as
folloﬁs:

"Anadarko Production Co., Houston, agfeed Wednesday to transport
natural gas from the Spivey-Grabs-Basil £ield to Wichita for Wichita
Industrial Energy Corp. (WIEC), the city's gas utility. |

"The agreement to use the pipeline's facilities connecting the field
with refineries at Augusta and El Dorado caps several years of effort to
assure industrial users of an adequate gas supply here. It also relieves
the city of the need to build a $3-million pipeline of its own."

Those of us watching this deal from the sidelines were of +the opinion
that when the Kansas Legislature gave the City of Wichita authorization
to establish a natural gas wutility, it was done in all sincereity as a
means of assisting those industries located within the City of Wichita.

But tcday we see the possibility that if Wichita industries do not
regquire all of the éas produced by the Spivey;Grabs field it can, in turi,
be piped directly to refiﬁexies in E1 Dorado and Augusta.

If the City of Wichita is to operate a natural gas facility of this
magnitude, will they be required to subject themselves to regulation the
same as any other utility engaged in the transmission of natural gas? We
think this is a gquestion to be answered by your commitfee.

A further reaﬁing of the Wichita Eagle article asserts that, "A check
of Kansas Corporation Commission (KCC) récords reveals KPL has consistently
bought only a fraction of the gas available in the Spivey-Grabs field."

The article further continues, "Take the most recent compilation of
allowables for the field, for example. During April KPL bought only 1,016,4
Mcf of natural gas from the .11,820,517 a day available. More than 10

million Mcf of allowable went unused."

i
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to determine its accuracy.

For the past twenty years gas from the Spivey field has been dedicated
to KPL customers., Now the City of Wichita is acquiring this gas for use
by aircraft and other industries in Wichita, as well as refineries in
£l Dorado and Augusta.

‘We have no disagreement with Wichita's desire +o obtain additional
gas, but we believe they should look for new gas supplies, not attempt
to take away those which are already dedicated to other uses. Furthermore,
the industries Wichita is seeking to serve are capable of using other fuels,
and need not be dependent upon gas.

Every industry we have located in Junction City is rationed on gas
and must have standby fuel. I refer to Whitaker Cable Corporatién, U. 8.
Railway Manufacturing and North Central Foundry, the latter having just
completed an all-electric foundry.

Having served the State of Kansas as Director of the Kansas Economic
Development Commission for eight and one-half years, I am very'conscious
of industry's need for natural gas. But I say to you, we cannot move all
gas into industrial channels and let the homes of the factory workers
grow cold,

I feel the use of natiural gas at the proper level for small industry,
small towns and residences of Kansas is imperative to our very way of life,
Someone has to speak on behalf of the residential customer. They
cannot pe left out in the cold simply because they cannot come here and
plead their case. We cannot stand by and watch Wichita, or Kansas City,

or wherever, mdve in and start gobbling up natural gas for some giant
industrial firm with utter abandonment of the smaller community and the

nousehclders therein,.



We have said before, and we say to you again, some day, someons must
face up to the issue and say what is the best end-use of natural gas in

interim study committee

o

Kansas. We assume this is the challenge facing thi

It is the opinion of the Board of Directors of the Junction City
Chamber of Commerce that the Kansas Corporation Commission should be
empowered to specify how gas produced in Kansas is to be used...if the
FPC establishes such priority for our gas outside of Kansas, why, then,
cannot the KCC exercise similar authority within the State of Kansas?

As we view the matter, it is no longer simply a matter of KPIL getting.
gas from the Spivey Field, or the City of Wichita buying gas from this...
or any other field. This is simply a symptom of a forthcoming epidemic
that can only be stopped by giving some regulatory agency gquick and effective
power to establish priorities over future use of Kahsas gas.

It is the opinion of those whom I represent that end-use must become
an absolute way of life for the gas industry in Kansas-—-for both producers
and distributors. Tt ig imperative that the need for end-use control and/oxr
priority of service be established at the earliest possible date.

If the Kansas Corporation Commissicn, or any other now existing
regulatory body, does not have this authority, then the'legislatdre must

establish such authority at the earliest possible date and S6é to 4%t that

h
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the full program is effective. This is the only way that we know to halt

future gas grabs for low priority purposes.

Thank you,



By TED BLANKENSHIP
Energy Editor

Anadarko Production Co., Houston,
agreed Wednesday to transport natural
gas from the Spivey-Grabs-Basil field to
Wichita for Wichita Industrial Energy
Corp. (WIEC), the city’s gas utility.

The agreement to use the pipeline’s fa-
cilities connecting the field with refineries
at Augusta and El Dorado caps several

years of effort to assure industrial users |

of an adequate gas supply here. It also
relieves the city of the need to build a
$3-million pipeline of its owm.

Anadarko, city representatives and its
consulting engineer and representatives
of Skelly Oil Co. worked out the details in
an all-day meeting at Wichita. And,
though there were some 25 points of nego-
tiation, two were particularly difficult to

resolve, said B. H. Waychoff Jr., project

manager for the consultant firm, Wil-
liams Brothers Engineering Co., Tulsa.

One was the amount of money to be paid
for transporting the gas. The other prob-
lem was one that had all parties to the
negotiations stumped: How to resolve in-
compatibility of the gas that WIEC would
put into the line. WIEC's contract with
producers calls for purchase of gas by
BTU, or heating content. The gas WIEC
will buy measures 1,100 BTU per 1,000
cubic feet. The Anadarko system
averages 1,020 BTU.

This meant that the city would lose 55
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Only six months remain in which to
complee these projects.

Wichita and its advisers have been
under great strain as negotiations on the
gas system ate up the time remaining

& Light Co. and producers in the Spivey-
Grabs-Basil field expire Dec. 26, 1975.
“KP&L owns the high-pressure gather-
ing system and the compressors in the
gasoline plant,” explained Waychoff.
“The 60 or 70 owners who make up the
Gasoline Producers Association own the
low-pressure gathering system. They

gather the low-pressure gas and processit -

in their own gasoline plant, but it has to go
through KP&L's compressors.”

So, o matter what kind of gas is pur-
chased, it must pass through the hands of
KP&L, and as Waychoff pointed out,

lutel_y zero.”

Thus, WIEC must build both a high- |
pressure gathering system and compres-
sor system and both must be ready to turn

. “‘cooperation with KP&L has been abso- |
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“The trend today is away from produc-
ers’ signing a life-of-lease contract. They
usually are willing to agree to a one-year,
a two-year or occasionally a three-year
contract.

“Now neither WIEC nor the city are

interested in being in the utility business.
Neither wanted to have to go out every
year or so and negotiate a new contract.

' To get a life-of-lease contract would take
some incentive, and we all knew it. :

. ““As you know, the price of natural gas

(Please Turn to Page 54, Col. 1)

* Frdn_: Page 1 '
varies. In some areas it sells for 75 cents
an Mef and in others it’s $3. In most areas

it is about $1.80. We know that it is only a
matter of time until gas in Kansas will sell

*

for as much as it does intrastate (unregu- .

lated) in Texas or Louisiana.

“We went to the customers and asked -

them what they were used to paying for
fuel during periods of curtailment. What .
did they pay for oil or coal or propane
when they couldn’t get gas? They said
they paid about $2.25 per million BTU at
the burner tip.” i

Waychoff explained that for $2.25, the
customer gets a fuel such as No. 6 fuel oil,
but he also gets problems. He must con-
tend with transportation, storage, air pol-
lution, and handling. So, he and WIEC
concluded, customers could afford at
least $2:25 for natural gas, a clean fuel
that doesn’t have to bes sotred or handled,
and which comes by pipeline.

“From that, we backed into what the

transportation and handli cha es
would be. We were talking iertlti».zt a I:%n—
profit operation. We finally came up with
a a range of $1.78 to $1.90 per Mef."

The price eventually was set at $1.85
plus a small premium for BTU content
above 1,000 BTU per cubic foot. Since
most of the gas contracted for averages
1,100, the price works out to about $2 an
Mcf. A clause in the contract provides

BTU per Mcf (1,000 cubic feet) by inter-
mingling its gas with other gas in the line.
At 1812 cents per 100, that’s about 10 cents.
Add that to the agreed 10 cents per Mcf

transportation costs, and the city would
be paying 20 cents to transport the gas.
Skelly buys its gas by volume, and
various schemes for resolving these two
methods were considered and discarded

on Dec. 27. Why the rush? Because the
contracts for gas were negotiated on a
take-or-pay basis.

WIEC and its consultants arranged for
a supply of about 10 million cubic feet of
gas per day. It is paid for whether or not it
is used. WIEC has five years to get it
back, but a delay could pile gas up to the
point where that would be difficult.

before Skelly came up with a solution that
probably saved the negotiations. Skelly
agreed to renegotiate its contracts and
buy its gas by BTU, thus eliminating the
incompatibility.

Waychoff said the agreement must be
approved by the city commission, but ar-
rangements have already been made to
begin work on a gathering system and
COMpressor.

Isn't such a contract restrictive? No,

~'says Waychoff:

“When we started negotiating with the
producers we knew we had to come up
with a price large enough to keep us out of
a long, drawn out negotiating period.
Time was important.

that th_e premium will not be paid on gas
excegdmg 1,100 BTU, so the maximum
jVrmr:e is $2.035. v f el

Wichita Eagle
July 3, 1975
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‘Wichita Spared Pipeline Cost

. Compared with some other states, $2 an.

Mcf is not expensive. Compared with
what KP&L has been paying — about 23
cents an Mcf under contracts entered into
in the mid-1950s — it is a tremendous
jump. That such a'jump would arouse
suspicions is understandable.

Who benefits? Who set the price? Did
the producers urge the city into the gas
business to put pressure on KP&L and
drive the price upward?

To answer these questions it is neces-
sary to look at KP&L's buying practices
and the evolution of contracts between the
city and producers:

A check of Kansas Corporation Com-

. mission (KCC) records reveals KP&L has

 consistently bought only a fraction of the
gas available in the Spivey-Grabs field.

- Take the most recent compilation of al-
lowables for the field, for example. Dur-
ing April KP&L bought only 1,016,458 Mcf
of natural gas from the 11,820,517 a day

available. More than 10 million Mcf of

allowable went unused.

Negotiations between the city’s repre-
sentatives and Anadarko Production Co.
have passed through many stages. At one
point the possibility of Anadarko's selling
the city gas was explored. Anadarko de-
cided it could not sell the city gas, and
would talk about hauling it on the com-

pany’s pipeline only if the city could

manage a contract with producers.

~ This was done, but not easily. The pro-
ducers were reluctant, Waychoff said, to
make a deal with the city even though the

price was better than KP&L had of- ‘

fered.

] was shocked that producers didn’t
fall all over themselves to sign con-
tracts,” Waychoff said. “It has been a
real struggle.”

The utility had hinted it would pay as
much as $1.50 an Mcf, but only if it had
assurances from the KCC that a rate in-
crease would be approved.

The KCC does not set gas prices, but it
does regulate consumner rates.

Most of the producers in the part of
Spivey-Grabs from which WIEC will draw
its gas — south-central Kingman County
— are Wichitans, -

“The only way we could convince them

that they should sign with us was to em- '

phasize that the gas weuld go to their own
community,” Waychoff said, ‘At least
one producer decided to take a chance on

a rate increase and stay with KP&L de-

spite the better price with the city.”
The committee which decided on the

rate to be offered the producers was made

up of five persons — Waychqff; city rep-

resentatives and local consultants in the
cil and gas business who were ‘‘on re-
. spected terms with the producers.”

" Only one member was a producer with ¢

'Spivey-Grabs connections, Waychoff -
said. ,

- ‘“‘He had one well in Spivey-Grabs but it
is at the other end of the field and it’s an
oil well.” | [

The decisions made by the committee
and the city were not easily reached.
There was no precedent. E.A. Mosher,
executive director of the League of
“Kansas Municipalities, said he knows of
no other city seriously exploring the es-
tablishment of a city gas utility in the|
same manner as Wichita, where there is a
private gas distribution system. !

“We didn’t want the city to get into,

establishment of a utility,” Waychoff .

said. “But Boeing tried to solve its own
problems and so did Coleman. Private:

industry tried and determined that there

was no way it could get the job done.”
Williams Brothers was hired a little
over a year ago.
“We had no idea what it would take to
buy the gas in Spivey-Grabs,” Waychoff

said. “We chose that field because it is 20" |

years old and it’s predictable. The oll and
gas business is speculative, and for the.
city to get into such a business, we wanted '
“.to be sure of some things.” '

A study of the field convinced consul-
tants that these characteristics are fairly

predictable: The field can last from eight
to 17 years; the wells now involved will

last about eight years and start trailing -

off for another four or five years.

Spivey-Grabs is not a permanent an-
swer to the city's industrial fuel prob-

lems. It is designed as a stop-gap mea-

sumeasure to give the community time to

plan. ‘

However, the city’s deal with the field’s
producers has already stimulated drilling
activity, and studies indicate that discov-
ery of other oil and gas deposits along the
pipeline are probable.

Enough gas could be developed in Spi-
vey-Grabs and between there and Wichita
to take care of “‘someone’s needs” for

i another 20 years.

; Meanwhile, tentative agreements have

| been made with Gas Service Co. to handle

| the city’s gas in its lines. Some pipe will
| have to be laid to customers not now
served by Gas Service Co.

The utility is not designed to be a base-
load service, Waychoff said, but rather a

_supplement to Gas Service and Cities

Service Gas Co., which sells gas to Gas

‘Service Co.

Will the city utility divert natural gas
that would have gone to residential cus-
tomers in northeast Kansas as KP&L has
claimed?

Waychoff doesn't think so. He explains
the utility will take but 10 million cubic
feet of gas per day from a field that pro-
duces 69 million cubic feet a day. Because
of the price being paid for the 10'million,
exploration will be stimulated and new |
gas reserves produced for which KP&L |
‘can compete along with others. {

Wichita Eagle
July 3, 1975
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HOUSE ACTION ON ENERGY

Mr. DOLE. Mr. President, the House
has finally completed its action on the
Energy Conservation and Conversion Act
of 1875 and the overwhelming Democrat
majority is halling it as a great leap
forward and a basic foundation for a na-
tional energy poilcy. Others have calied
1t meaningless, nenpolley, and a marsh-
mullow.

No matter what any of us eall this
highly-touted and long-swalted lepisia-
tion, it is o mere shadow of what could
have been. The public must certainly be
disappointed at this toothless measure.

The Senate, Mr. President, must now
take a very responsible attitude to weld
more meaningful action onto this weak
structure. The bill does absolutely noth-
ing to encourage domestic productlion
and little to hold down present consump-
{ion levels. The so-called heart of the
bill is to impose import quotas which are
roughly equal to the amount we are now
impoiting, Even if this should be effective
in the future, all it accomplishes is a
decrease in supplies without taking into
account the special needs of many Amer=
icans, Cnaos at the pump and cold homes
is no long-term answer.

I7 this is not enough of an insult to the
people and a disregard for our way of
life, the House Commerce Commitiee hias
agreed to legislation that will decrease
the price of new oil and raise the price
of old oil to a regulated price at about
$8.50 per barrel. Taken together with the

]
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sction that the House has passed, this
wouid cause our domestic production to
decline even further than it has and
lower supplies to & mere trickle of what
we now have. .

I agree that this is conservation, albeit
in a shotgun fashion, but it does not
seem to me to be the most realistic way
to approach the problem. We need to in-
erense our domestle supplies and relia-
bility of our own production. Wea need
Lo relense e naval pebroloidn res¢rves
Sfor productlon. We need (o encourago 1o-
‘senrch for now energy and increnso pro-
duction of old,

Just what does this new legislation ac-
tually boll down to? Meaningless quolas
is the keystone of the measure. A vir-
4ually nonfunded energy trust fund to
further research, Penalties on aulomo-
bile companies which fail to meet estab-
lished mileage standards that they prob-
ably would have met anyway due to the
pressures of the marketplace. Tax cred-
its for conversion to other energy sources.
and taxes on business use of oil that ex-
empts utilities, transportation, and a
sost of other users. .

Our task, Mr. President, is as greai as
ever. By default, the President is going
ahead with his program and it is now
D to the Senate to attempt to find solu-
tions and compromises thai the public
will accept and that will show the world
that we are indeed concerned apout dwin-
dling supplies. Amerlcan ingenuity has
jong been respected. We must show, if
only to ourselves, that we are able to
solve our own problems, It is time to
get on with it as swiftly as possible.
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CRS- 7' IB75048 UPDATE .uo/12/7

ISSUF DEFINITICN

Sharply risinq demand for natural gas, coupled with declining production
has led to a severe natural gas shortage, which canuot be ended for severa
y€ars, and may well prove parmanent. This shortage has called into shar
focus the rolicies cf the Federal Governmeat, and, in particular, the Federa
Power Cammission, for allocating the suprlies of natural gas that axz
avallable.

The FPC has authority over interstate sales of atural gas and ha:
'nplewented a curtailment policy that assigns availabl natural gas of ¢
given pipeline to those who have the most important e“uuuses for 1it. The
issues are: Do the FPC's end-use priorities recognize the nmos:t essential
uses of natural gas? Should the differing levels of the shortage for simila:
customers of different pipelines be equalized by .allocation of gas among ths
Fipelines? Should the disparity ¢f end-users served beiweer <the intrastate
and interstate nparkets be equalized by the application of a uniform natiora

.allocation rlan?z Can the FPC'S end-use curtailment plan eguitably
accomnmodate a perranent shortage? .
BACKGROUND ANLD BCLICY ANALYSIS :

Since 1¢70, interstate natural gas pipeline companies (which purchas=z
natural gas frcm the oil companies that produce it, and transport it *o local
distritution ccmpanies for resale to consuners) have Dbeen unable to neet
contractual coumitments tc deliver 4.5 trillion cubic fest of natural gas.
Curtailments of natural gas service were worse this winter than in oprevious
Hintegs —— .64 trillieon ctibid feet curtailed during the first three mopnths of
1975 alone-—and are expected to increase rapidly for at least the next three
vears. The FPC prcijects a 45% increase 1in curtailments for 1975-76 over
1974-75.

Whatever the action taken by Congress on the questicn of removing Federal
Power Coummissicn {FPC) requlaticn cver the prices paid by interstate
pipelines to precducers (see Issue 3Brief IB74036)--attacked by the industcy

.and others as the rcot cause of tbe gas shortage--nothing will prevent worse
shortages for the near term, because ¢f the lead time reguired for new gas
production. GHecent estimates o0 the total resource base ¢ nratural gas Ifzom
the U.S. Geclcgical Survey and cther expert groups have cast great doubt upon
“he possibility of ever achieving greater levels of gas rproduction +han vwe
have already exrerienced. The gas shortage mwmay well ©Le permanent. Gas
suprlies may decline inexorably from now to the point of exhaustion. The
policy implemented for managing the gas shorctage may +thus be zrequired +to
accommodate an indefinite shortage.

The Federal Fower Commissicn, entrusted with <Iegulation of 1interstatfe
pivelines by the Natural Gas Act cf 1938, and of producers by the 1954
Phillips decisicn of the Supreme Court, has the authority to govezon
curtailments cf natural gas 1u interstate commerce. When +the dimminence of
natural gas shortanges becamsg apparent in 1971, the FpC ordered i1aotercstate
pipelines to ;*Lpakc and f£ile individual cu:ta;lme:t slans, which, aZfter
approval, were to govern shortages that wight occur on individual systeas. A
great variety ¢f rlans wWwas submitted, responsive to The interests o tThe
diffarent gipelines and theis peeuliar sales and customer pattesncs. Vanieus
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proc€edings began undar these flans, and some +threshold issues of PP
authority were rescived.

In the Loulsiana Pcwer and 1Light Company case, Ifcr examgle, the IE
asserted authcrity tc =zrequire curtailment of so-called Hdirect-sale
industrial custcmers of pipelines even though rate-setting power was onitte
(proktably inadvertently) in the Natural Gas Acts graat of authority ove
"szales of natural gas for resale in interstate ccmmerce." { Emphasis added.
The Supreme Ccourt affirmed the FPC's authoriivy in this area ir June 1972.

In January 1973, the FPC issued a statement of policy in which it SC““
that curtailments cf patvral gas by pipelines should proceed in accordanc
with nine pricrity categories tased uron the end-uses to which the gas wa
put. The pricrity cateqgorias ranged from the largest industrial and utilis
uses for boiler fuel purchased under int terruptible contracts as the lowas
priority, thrcugh smaller—-scale industrial interruptible and larger- 1
firm sales, to feedstock and process uses in ipdtstry, and ZTinally, mas
highest pricrity, to residential and small ccmmercial uses. Altkough it
made numerous excerticns to these priorities, irn general, the FPpC
persisted in manaqging curtailments in accordance wWith the end-use categ

established.

The nine end-use curtailment priorities did not fi+
plans submitted by vpipelines. A4 number of pipel
so-called "rro rata" curtailment plan, which would cur
of each customer of the pipeline a pe;cehpaqe equal to b
shortage con the pireline system as a whole, rather than ) i
the end-uses tc which the customer put the gas. “"Pro rata" plans have sone
adfan;aqes over "end-usge' plans: thay are easler <to administer, reguiring
one Gf the ae;alled and subjective information anout ena-uses needed in ar
'end-use” plan tc determine allccations among custionars: tney do not lead tc
2ll the industry in one town being curtailed because it is low prionit i,
while all the industry in another town is still served; and " they encourage
ccnservation, because any gas saved by a custocmer can be fut to his own lower
priority uses, rather than being allocated to higher priority uses of anothear

custcmer who did nct ccnserve so fastidiously.

"End-uge" rlans, on the other hand, do =not permit +he <continuation of
wasterful uses in cne area while essential uses are discontinued in another.
In general, "erpd—-use" rlans <require larger users to «convert first tc
alternate ;uelb, saving the most gas per dollar spent on conversion. Even
pipelines with "“prc-rata® plans have had to make exceptions <for essential
end-uses, such as home heating.

A major problem cf M"end-used cur;ailment plans 1is that the accuracy of tho
€ig-use informaticn reported to the pipelines and the FPC cannot be assured,
because the FPC's direct author1L7 ceases at the point of the sale of gas
frcm the pipelire to +the distrikbutor. The State regulatory commissions
detarcmine the actual lccal disitribution. In essence, <the FPC has set
priorities for gpipelines based ugcn the usage of customers over whom it has
n¢ jurisdicticn. Bnother problem is the #elianca of the FPC's plan on
distinctions between interruptible and firm contracts, terms that were used
in different mranners by different pipelines. In some cases, schools and
rospitals have 1interruptible ccntracts. In othser <casss, power plants are
fira customers, A flﬂdl problem '1s that an end-use plan terds to freeze ths
gas market 4in current usage Fattﬂ; s, denving gas service to ne
high-priority custcmers to continue it tc low-priority existing customers.
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The natural gas sho-tage is nct equally severe throughout the mation, but
varies greatly frcm State to State and from town to town within States as a
function of whether Federal regulaticn applies o <the natural gas mackat,
and, if so, which rTegulated pigpeline cserves a particular area.

The absence of Federal regulaticn has led tTo the development of enormous
iadustrial markets in the producing States of Texas, Louisiliana, and Oklahoma,
which are nct goverrned by FPC cuirtailment regulations. Although poiler fusl
usage of natural gas for electric generation has been considered the lowest
cf all pricrity teses by the rPC, arnd has besn largely discontinued in
interztate CCINECCE as a Ires Ab, mcst of the elec+tricity yenerated 1n these
three states 1s by gas-fizred bcilers. If the FPC's . curtailaent vpriorizies
were applied rationally, however, *the anomolcus situation would zxesult that
the wcecrst shortages existed in fthe States in which natural gas was produced.
nw2gislation (S. 3E£3) was introduced by Senator Roth {Delawa o) that would
have ths effect cf equalizing regicnal gas supply disparities.

Different pirelines have shortages of different degreses of severity. Scue
are more than 40% kelow the amounts they «comaitted by comntract To theix
customers; others are still serving all their customers’ nesds. Scme are
curtailing high-priority, high-emgleoyment dindustries; others are still
serving electric utility boilers. It has been suggested tnat the pipeslines
bz regquirted tc sharse 2lr gas surplies through +their existing network of
interconnecticns in order to equalize the shortage and assure +that equal
priorities are served everywhere. But the industrzy and the FPC Lave rejected
the idea, clairing that well managed pipelines would be peralized by losing
natural gas to gpipelines that were not so wesll maraged. Others counter this
argument by indlcaLlnq that the pipelines' customers are the cnes who suffer
from +tae sheriage, and that they had no heice whether +they woulad olbtain
r.atural gas rrcm a well ¢r pccrly mapaged pipelirne coimpany. S. £92, reporzted
on May €&, 1§75, by the Senate Ccanmazce Comaittee, crovides, among other
things, for allccaticns of ratural gas aaong pipelines during sugpply
amnergenciles Bigh-priczity users alorny one pilpeline could receive gas frcenm
another, as lc1q ac a similar emergency were not created alilcng <the donocr’s
pipeline systen.

Natural gas is an essential ingredient for nitrogen fertilizers and other
fars chamicals. On certain pipeline systems, existin Tertilizer anéd farn
chemical plants have been threatened with shutting down for lack £ naturzal
qas. Despite exparding needs for such products and the <focd they vyield,
natural gas is generally not available for new plants, prompting £fears of
shortages cf fertilizer and higher food ©prices as a result. The Senate
vassed 4 Tescluticn {S.Res. 289, 934 Congress, Tlst session) calling upon thae
FPC to provide a high p;lCLlCV te fertilizer production; but +the FBC has
dealt with applications on a case-by-case ©basis, whick the industry
criticized as iradequate. S. 692 provides that gas be allocated <zfor both
existing anrd new tses to fertilizer and farm chemical plants as the highest
priority, except existing residertial use.

Another 1ssue is the degrze to which deference in natural gas allocation
decisions shcul he paid to lccal and State authorities. The State
rejulatory co1m ss;ops have ccmelained that th2 FPC national curtailaent plan
takes decisicas cut of their hands and is insensitive 4o logcal exigenci
The TPC has maintained, on the cthner hand, that its policies recognize &
highest and best gas uses and shcould be uniformly applied 1in intersta
ccrmerce. Nonetleless, the FPC cproses equalization of the shortage tbetue
+he interstate and intrastate markets or between pipelines.
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althoughk the rPC¥'s end-use p"io:itins for natural gas supply effectiv
determine pricrities for counmocdities .made with natural gas as well, the
jioes not attenpt to assess The bCClEtuL value of +the wmyriad products m
frcm and with natural gas. For exanmple, is fertilizer more valuable t
plastlic packaging? Should a smq11 plant making handguns contipue obtain
natural ¢as, while a large plant making food products must use an altern
fuel or clcse dcwn? The FPRC wcul pr oogbly not be able to nake =
dzcisions--thevy are made by the market mechanism in our e€conody. Yet,
2lloWw +the market tc allocate scarce suprplies of natural gas, ore of our m
important domestic fuels, might lead overnight fo extraordinarily high
nrices for all users. Certainly as long as the ©price ¢f natural gas
ccntrolled, the resulting shortage must be allocated thrcugh a curtailm
plan of ons saort or another. The worse the natural gas shortage becones,
sore difficult will be the problez of doing this eguitabliy and in accorda
with the true sccietal priorities fcr this essential fuel.
LEGISLATION
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Y4th Ccrqgress, 1st sessicn. Har. 17, 18, 1975. W#ashington,
U.5. Gevt. Print. Off. 1975. 458 p.
CHOCMCLOGY 0Of EVENIS

06/06/75 —— FPC arnounced 1375-7¢ natural gas curtailments *to exce=d

1974~75 levels Ly U57%.

11,00,74 -- F:C report indicated that interstate pipelines would

curtail firm ctstemers 2.3 trillicn cubic feet during 12
rcnthe ending Augqust 1975.

01,08/73 -—- FEC puklished Order 467, including Statenment of Pollicy aad

nd use system cf curtailm;n: priorities,

06,07/72 -- FPC's authoriiy tc¢ regulate curtailments of pipelines to

direct-sale customers affirmed by Supreme Court in
Lcuisiana Powesr ard Light decision.

04/15/71 == FPC ordered pipelin to conserve natural gas and to submit

individual plans o qovern curtailments during shortages.

00/00,/70 -- United Gas Pipe Line Ccmpany announced its ipability %o

cerve all customer demand for natural gas during 1970-71
Leating seascnh.

00,00/68 -~ Impending natural gas shortage signalled by sudden fall in

recerves committed to interstate pipeline systens.

00/C0/38 == Natural Gas Act ci 1938 gave Federal Power Cchnmission

authority over sales of natiral gas in interstate commerce.
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STATE OF KANSAS

;
";}.ﬂ TOPEKA
i

HOUSE OF
REPRESENTATIVES

July 9, 1975

Dear Senator :

Upon request of the membership of the Special Committee on
Natural Gas, composed of members of the Senate and House of
Representatives of the Kansas Legislature, I am writing to
you concerning legislation presently before you regarding
natural gas and the regulation of its prices.

The majority opinion of the membership of the committee
favors free market pricing of new natural gas and the phas-
ing out of constraints on the price of flowing natural gas.
This, the committee believes, will provide an adequate in-
centive to producers of natural gas to either further dev-
elop existing reserves of natural gas or to encourage the
discovery and development of new additions to existing re-
serves of natural gas. The majority opinion of the com-
mittee also favors the continuance of the present legis-
lative policy excluding from the jurisdiction and control of
the federal power commission the regulation of the price of
natural gas in intrastate commerce.

The membership of the committee respectfully urges you to
consider favorably the enactment of legislation conforming
to the majority opinion as expressed in this letter.

Respectfully,

REP. HAROLD P. DYCK, CHAIRMAN
Special Committee on Natural Gas
Kansas Legislature

HPD:jc




