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THE WHITE HOUSE
WASHINGTON

March 10, 1976

TO: CHARLIE LEPPERT
FROM: GLENN SCHLEEDE
Attached is a copy of the
Administration's Alaskan Natural
Gas bill which is being sent

to the Hill today by Frank Zarb.
Also attached is a copy of the

cover letter and fact sheet.

Attachments



FEDERAL ENERGY ADMINISTRATION = 03
WASHINGTON, D.C. 20461

OFFICE OF THE ADMINISTRATOR

Honorable Nelson A. Rockefeller
President of the Senate
Washingtqn, D.C. 20510

Dear Mr. President: ' . <

I am transmitting herewith a bill entitled the "Alaskan
Natural Gas Transportation Act of 1976." This bill is
designed to expedite the selection and construction of a
system for the transportation of natural gas from the
North Slope of Alaska to the lower 48 states.

The bill recognizes the 1mportance to the Nation of prompt
_selection of such a transportation system, and will pro-~
vide a means to obtain a decision on this vital issue as
soon as feasible, but no latér  than October 1, 1977. At
the same time, it will provide adequately for the detailed
technical, financial and environmental studies that must
be completed to assure a decision in the public interest,
with participation by both the Congress and the.Executive.

Production of natural gas in the United States continues to
- decline. This trend weakens the efforts the Nation nmust
make to promote domestic production of energy resources,

to reduce our dependence upon foreign energy sources and
our vulnerability to another embargo. Although natural

gas from Alaska is not the only answer to our enerxrgy needs,
we must act now to assure that we can use this significant
domestic energy resource as soon as possible. The long
lead times required by the scale and sophistication of the -
engineering and construction effort to transport Alaskan
gas argue strongly for an efficient decision-making process.
Unnecessary procedural delay would be unconscionable.

Two appllcatlons for a system to transport North Slope naLural
gas to the lower 48 states are now pending before the Federal
Power Commission. The Commission is well along in the diffi-
cult and complex task of reviewing and analyzing these
applications as well as alternative systems. - I believe that



it would be a mistake, as some have suggested, to truncate
this carefully conducted deliberative process by the agency
most familiar with the natural gas industry. While we need

a prompt decision, we also need the right decision. .
Nonetheless, selection of a system, because of the size of .
the project and the complexity of the decision, will transcend
the responsibilities of any single Federal agency. Final
selection of a route will involve national security, energy,
environmental and diplomatic considerations which it is
neither fair nor appropriate to ask the Federal Power
Commission alone to resolve. Accordingly, the proposed :
legislation provides for the Federal Power Commission to com-
plete its review and make a recommendation to the President
by January 1, 1977. The proposed legislation provides for the
final decision to be made by the President, with such informa-
tion and recommendations from other Federal agencies as the

- President deems appropriate. The bill would require the
President to make a decision as soon as possible after receipt

of agency recommendations, but in no event later than August 1, -

- 1977. The Congress would then have 60 days in which it might

' review and act upon this decision. If the Congress takes no
negative action on the Pres;dent s decision, the Federal Power .
Commission and other relevant Federal agencies are mandated to .
‘promptly - issue, consistent with normal procedures and criteria,.
the needed certificates, permits, leases, rights of way and
other necessary authorizations, which would occur after com-
pletion of a final environmental impact statement. In addition,
the bill limits the scope and timing of judicial review, con- .
sistent with constitutional safeguards, so that lawsuits by
private parties will not hamstring expedltlous construction of
a system that the President and the Congress have agreed is in~
the national 1nterest. . : g

These prov131ons of the bill are similar to those adopted by -
the Congress in the Trans—Alaska Pipeline Authorization Act of
'1973. This legislation is no less urgent, and commends use of
the same means promptly to assure a decision which carries out
the public interest. :

The Office of Management and Budget has advised that enactment

.~ of this legislation would be in accord with the energy program

-. of the President. I urge early action by the Congress on this
important legislation. :

;Sincerely,

- Frank G. Zarb
" Administrator



A BILL
To expedite the delivéry of Alaskan Natural Gas to
United States' markets, and for other purposes.

Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled,

SHORT TITLE
'Section 1. This Act may be cited as the "Alaskan

Natural Gas Transportation Act of 1976."

CONGRESSIQNAL FINDINGS
Sec. 2. The Congress finds and declares thét:_

(a) A natural gas supply shortage exists in the United-
States. | |
(b) Large reserves of natural gas in,thé State of

Alaska can help significantly to alleviate this supply
shortage. | | |
(c) The construction of a n;tural gas pipeline system
to transport natural gas from Alaska to the contiguo#s 48
states at the earliest practicable time, is essential to the
national interest. N |
(d) Alternative delivery systems for transportiné
Alaskan natural gas to the contiguous 48 states are avail-
. able, andbthe decision as to the selectiocn of a system is

one which involves critical questions of national energy

policy, international relations, national defense, and

—. mm—— e C—-——

T M T T e T T T g e TS < T A W TR
I P L R o R U A [QUUTI - IR T S D OUASIC I e S NG IR YU S e W NNy



.

economic and environmental'considerations, and which there-
fore should appropriately be addressed by the Congress of
the Unifed States and the Executive Branch, in addition'to

the Federal Power Commission.

STATEMENT OF PURPOSE
Sec. 3. The purpose of this Act is to expedlte the

rselection»and construction of a natural gas transportation

system for delivery of Alaskan natural gas to the eOntiguous

48Astates through establishment of new administratiVe and

judicial procedures. To accomplish this purpose it is the

intent of the Congress to exercise its constitutional powers

to the fullest extent in Epe authorlzatlons and directions

herein made and in llmltlng jud1c1al review of the actions

taken pursuant thereto.

DEFINITIONS

Sec. 4. As used in this Actj;

(a) The tefm "Alaskan natural gas" means natural gas -
derived from the area of the State of Alaska generelly known
as the North Slope of Alaska, 1nclud1ng the continental
shelf thereof -

- (b) The term "Commission" means the Federal.Power
Commission. | |
(c)v The term "Secretary" means the Secreﬁary of the

Interior.

U R - . e e e e e e g = e e — — e -
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'FEDERAL POWER COMMISSION REVIEW
Sec. 5. (a) NotwithsStanding the provisions of the

Natural Gas Act (15 u.s.cC., §7l7-7l7w); the procedures es-

" "tablished by this Act shall'govern'actions by the Commission

with respect to review and approvalsvof applications for a

‘certificate of publié convenience and necessity filed by any

person with respect to proposals to transport Alaskan natdral
gas from the State of Alaska for use witﬁinrother states in
the continental United Stateé. The provisions of the Natural
Gas Act shall apply to the extent they are‘pot incoﬁsistent
with this Act. Any certificate of public convénienée and

necessity related to the transportation of Alaskan natural

gas from the State of Alaska shall be issued by the Commission

in accordance with section 9 of this Act.
(b) The Commission is hereby directed to complete its pro-
ceedings with respect to proposals for the transportation of

Alaskan natural gas from the State of Alaska, which pro-

ceedings are pending on the date of enactment of this Act,

and to transmit a determination thereon to the President by
January 1; 1977. |

(c’ The determination required by subsection fb)-of this -
séction may be in the form of a proposéd cerﬁificate of

public convenience and necessity, or such other form as the

Commission deems appropriate,; and should include such in-

formation as the Commission deems appropriate, including:




(i)
(ii)

(1ii)

(iv)

(v.)
(vi)

(vii)

(viii)

Sec.

estimated capifal and operating costs, including
analysis oflany likély cost overruns;

énalysis of construction schedules and possi-
bilities for delay; | |

extent of reserves, both proven and probable,ﬁ
and their deliverability into a transportation
system; |

analysis of enviropmental considerations,
including pipeline design criteria, and main-
tenance and construction procedures;

financing capabilities;

‘safety in design and operation;

- -

‘anticipated demand in, and deliverability to

particular markets, including analysis of dis-
placement questions and substitute fuels;
anticipated transportation tariffs, both short-

term and long term.

OTHER AGENCY REPORTS

6. By February 1, 1977, the President shall

require from such agencies as he deems appropriate the sub-

mission of reports to him with respect to the alternative

methods for delivering Alaskan natural gés to the other

states in the continental United States. Such reports

should include information with respect to:

- (a)

issues related to national energy policy:
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(b) ehvironmentél cohsiderations, including
a detailed study of the air and wa£ér quality and
-noise impacts; | .
(c) 1issues related to pipeline safety and‘Liéuified 
Natural Gas transportation;
' (d) foreign policy aépécts( includihg evaluation of
the status of Canadian approvals and plans;
(e) national défénse, particularly.questions of
security of supply;
.(f) ‘issues relating to natural resoufces, use of
Federal landg, and fish and wildlife reéources;
.y . _ R

(g) issues relating.to.financing.

PRESIDENTIAL DECISION

Sec. 7. (a) As soon as possible after reéeipt of the
reports required by section 6, bu£ not‘latér'than August l,.A
1977, the President shall issue a’ decision as to which
system for transportation of Alaskan natural gas, if any,
»shall be issued the necessary approvals in accordaﬁce with
sections 9 and 10 of this Act. The Presidential selection
of the natural gas transportation system shall bé based on
the determination as to which system best sefves the national
interest in bringing Alaskan natural gas to the contiguous
48 states and shall include such terms and conditions as the

President deems appropriate.

A,
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(b) The decision of the President made pursuant to sub—.
section'(a) of this section, along with a statement of the:
reasons therefor, shail be transmitted immediately to the
Senate and the House of Representatives. |

(c) The decision of the President shall become final as

provided in section 8.

CONGRESSIQNAL REVIEW

Sec. 8. (a) A Presidential decision issugd pursuant
to Section 7 shall become final after the close of the 69—-
day period beginning on the day‘on which~such decision is
transmltted to the Senatém;;a to the House of Representatlves.-
(b) If, because of Congressional action, the Presidential
.decision does not become final, the President may submit the
same or a new decision to the Senate and the House of Repre-
sentatives. Any such new submission may only becomé‘finai
in_accordance with the procedures specified in sub;ecﬁibn

{a) in the same manner as a decision issued pursuant to

section 7.

E—
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CERTIFICATION

Sec. 9.' (a) The Conéress'hereby autho?izes and di;
rects the Commission,rwithin thirty days after'a Presidential.
decision-has become~final in accordance with section 8 of
this Act, to issue all certificates, permits, and other
authorizations'hecessary for or related to the constrﬁction,_
operation, and maintenance of the transportation system
selécted'in accordancé with sections 7 and 8 of this Act.
The Commission,'in issuing sﬁch'certificates, permits or
authoiizations; shali include the terms and conditions set
out by the President in his decision pursuant to section 7
bf this Act. |
.(b) No action méy bé-tékéﬁ“by any agency pursuant to this
Act until any environmental impact statements considering a
system for transportation of natural gas from Alaska to the
contiguous 48 states, which statements are in draft form on
the effective-date of this Act, are completed in final forﬁ
and filed with the Council on Environmental Quality.
Section 102(2) (C) of thé National Environmental Policy Act
of 1969 shall not be applicable to the Alaskan Natural Gas
transpoftation systém selected in accordance with this Act,

except as provided in this subsection.

OTHER ADMINISTRATIVE AUTHORIZATIONS

Sec. 10. (a) The Congress hereby authorizes and

directs the Secretary of the Interior, the Secretary of



Transportation, and other apprbpriate Federal officers and
agencies to issue and take‘all necessary action to adminis-
ter and enforce rights-of-way, permits, leases, and other
authorizations that are necessary for or related to the con-

struction, operation, and maintenance of the Alaskan natural

~gas transportation system; prbvided that, nothing in'this
éubsection shall be éonstrued to require the granting of any'
authorization felating to federal financial assistance.

(b) Rights-of-way, permits, leases, and other authoriza-
tions issued pursuant to this Act by the Secretary éhalllbe
subject to the provisions of section 28 of the Mineral 7
Leasing Act of 1920 (30 U.S.C., §185) (except the provisions
of subsections (h) (1), (3)- (k), (@), and (w) (2)); all
authorizations issued by the Secretary and other Federal |
officeré and agencies shall include the terms and conditions
required, and may include the terms and conditions per-
mittea, by the provisions of law that would,otherwiée be
applicable if this Act had not been enacted, and.they may
waive any procedural requirements of law or regulations.
which they deem desirable to waive in order to accomplish
the pufposes of this Act. The direction contained in sub-
section (a) of this section shall supersede the provisions
of any law or regulations relating to an administrative
détermination as to whether the authorizations for construc-
tion of the Alaskan natural gas transportation systeﬁ shall

be issued.
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(c)v The Secretary of the Interior and the other Federal
officers and agencies are authorized at any éime when neces-
'sary to protect the public interest, pursuant to the authority
of this section and‘in accoxrdance with its provisions, to
amend 6r modify any right-of-way, permit, lease, or othér

authorization issued under this Act.

| JUDiCIAL REVIEW

Sec. 11. vThe actions of the Federal officers concerning
the issuance of the necessary rights-of—waj, permité, leases,
and other authorizations for construction, and initial
operation at full capacity of the Alaskan natural gas.trénSm
portation system, including the issuance of a pertificate of
public convenience and necessity by the Commission, shall
not be subject to judicial review under any law, except that
claims alleging the invalidity of this section may be brought
'within sixty days following the date of enactment, and
‘'claims alleging that an action wiilbdeny rights under the
Constitution of the United States, or that the action is’
beyond the scope of authority conferred by-this Act, may bé
brought within CO_days following the date of such action. A
claim shall be barred unless a complaint is filed in the‘
United States district court for the District of Columbia
. within such time limits, and- such court shall ha&e exclusive
jurisdiction to determine such proceeding in accordance with

the procedures hereinafter provided, and no other court of

ot ,:,;\\
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the United States, of any Staﬁe, territory, or possession of
the United States, or of the District of Colﬁmbia, shall
have jurisdiction of any such claim whether in a proceeding
instituted prior to or on or after the date of enactment of
this Act. Any such proceeding éhall be éssigned for heéring.
at the earliest pdssiblé~date, shall take precedence over
all other matters pending on the docket of the district
court at that time, and shall be expedit;d in every way by
such court. Such couft shall hot have jurisdiétidn.to grant

any injunctive relief against the issuance of any right-of-

‘"way, permit, lease, or other authorization pursuant to this

section except in conjunction with a final judgment entered
in:a case involving a dlaim-filedvpﬁrsﬁantbto'this section.
There shall be no review of an interlécutory or final
judgment, decree, or order of such district court except

thatrany party may appeal directly to the Supreme Court of.

~the United:States.

SEPARABILITY
‘Sec. 12. If any provision of this Act, or the appli-
cation thereéf; is held invalid, the remainder of this Act

shall not be affected thereBy.



FACT SHEET

PROPOSED LEGISLATION RELATIVE TO CONSTRUCTION OF A
NATURAL GAS PIPELINE FROM ALASKA

Background

]

Natural gas is a vital source of domestic energy. It
accounts for 30 percent of total energy consumption and
over 40 percent of non-transportation needs. Yet,
domestic production of gas peaked in 1973 at 22.5
trillion cubic feet and has declined in each of the
past two years. Domestic proved reserves have been
declining since 1965, with the excepticn of 1969 when
the North Slope Reserves were added to- the national

-resource base. As a consequence of declining supply,

curtailments have been increasing steadily since they
were first experienced in 1970.

While the President has declared that deregulation of
new natural gas is the most important action that can
be taken to improve our future situation, it is also
imperative to assure that all possible proven sources
of additional gas supply are developed. Such a source
is the vast reserves on the North Slope of Alaska,
estimated at 26 trilliomrcubic feet.

Proposed alternative delivery systems for transporting
Alaskan natural gas to the "Lower 48" States are now
under consideration. Current federal studies indicate
that proposals to deliver the gas are economically
viable. Unless the federal selection and implementation
processes are expedited, the delivery of this critical
fuel will be delayed, and the costs o0f the proposed
transportation systems will rise markedly. Delay will
also increase the propsects of future curtailments dnd
costs to the consumer.

Statutory Delays

o

Current Alaskan gas transportation proposals involve

critical questions of national energy policy, international

relations, national defense, and economic and environ-
mental considerations. These concerns are not, however,
insurmountable and indeed, must be resolved quickly if
delays in construction are not to inflate the ultimate
costs of the system.

Some of the areas of potenfial delay are:

- Federal Power Commission
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1. Issue a certificate of public convenience and
‘necessity for the construction and operation

of the transportation system (including the
allowable tariff).:

2. Authorize gas sale by Prudhoe Bay gas producers.
3. Approve agreements, including quantities and
price, between parties affected by any
proposed displacement of natural gas supplies.

Interior Department

1. Permits for rights-of-ways over federal land,
both in Alaska and the "Lower 48" States.

2, Assure that the interests of the Alaskan
natives are fully protected. :

Environmental Protection Agency (and the affected
States)

1. Permits for discharge of liquid waste into
‘waters of thé& State, if relevant.

Cbrps of Engineers

1. Permits for river crossings and for dredging
of river bottoms.

Coast Guard ' .

1. Various approvals regarding construction and
operation of liquid natural gas tankers, 1f
relevant.

Other Federal Agencies

1. Federal Maritime Commission, Public Health
Service, Maritime Administration, Federal
Communications Commission.

Individual State Approvals>

1. Alaska authorization on the natural gas
Maximum Efficient Rates (MER) of production.
Any other State authorization or permits
regarding roads, sewage, coastal zone impacts,
etc. Some States may institute additional



certification requirements to minimize
adverse effects or to influence the selection
process.

How Legislation Deals with These Factors

[+

The proposed "Alaskan Natural Gas Transportation Act of
1976" would expedite the selection and construction of
a natural gas transportation system for delivery of
Alaskan natural gas to the "Lower 48" States through
the establishment of new administrative and judicial
procedures. :

The Federal Power Commission is already engaged in
comprehensive hearings on Alaskan Gas transportation
proposals which they expect to complete by the end of
the year. The Bill would require the FPC to complete
its current proceedings and transmit a determination to
the President by January 1, 1977. Such determination
may be in the form of a proposed certificate of public
convenience and necessity or such other form as the

. Commission deems appropriate.

The President is required to obtain such other reports
and recommendations with.respect to the alternative
delivery systems from other Federal agencies by
February 1, 1977, as he deems to be appropriate.

After reviewing the FPC's recommendations and other
information, the President will select a route for the
delivery of Alaskan natural gas and will transmit this
decision, along with a statement to the Congress of his
reasons, as promptly as feasible, but not latex thdn
August 1, 1977.

The Congress will then have 60 days to review the
President's decision before it becomes final. If
Congress takes action to disapprove this decision, the
President may submit the same or a new decision which
would be subject to the same review process.

If Congress takes no negative action on the President's
decision, the Federal Power Commission shall issue all
necessary authorizations within 30 days after the
President's decision is final.

To ensure adequate environmental safeguards, no authori-
zations may be issued unless a final Environmental
Impact Statement has been completed.
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All Executive Agencies would be directed to expedite

the issuance of all permits and authorizations necessary
to implement the Presidential decision. The Act ‘would
also limit judicial review of all actions taken under the
Act, including those relating to environmental questions.



THE WHITE HOUSE

WASHINGTON

May 18, 1976

MEMORANDUM FOR: MAX FRIEDERSDORF
THROUGH: CHARLES LEPPERT, JR. e?‘
FROM: TOM LOEFFLER|, {
SUBJECT: Natural Gas Legislation

As a result of legislative activity in the Senate, Congressmen
Jack Murphy, Bob Krueger and Bud Brown are circulating the
attached legislation and soliciting co-sponsors for introduction
in the House.

This proposed legislation is similar to that which was
defeated by the House in February by a vote of 205 to 20l.
Basically it would immediately remove price controls for
all on-shore new natural gas and continue controls for
five years on off-shore new gas.

Attach.

cc: Pat Rowland
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MEMORANDUM FOR MINORITY MEMBERS, INTERSTATE & FOREIGN COMMERCE COMMITTEE

FROM: CLARENCE J. BROWN, RANKING REPUBLICAN, ENERGY AND
' ‘ POWER SUBCOMMITTEE
RE: ' NATURAL GAS DEREGULATION

Yesterday, several members of the Senate introduced a new Natural
Gas bill, apparently an attempt to break the deadlock that was caused
last February by the House rejecting the Senate-passed bill and
enacting its own provision, the so-called Smith Amendment. This

new Senate bill, S. 3422, is much more restrictive than the original
Senate bill in that it establishes a ceiling of about $1.60 per Mef
(subject to an inflation factor) on new on-shore gas, as opposed to
the original Senate bill which eliminated all price controls on such
gas immediately. In addition,; the new Senate bill establishes per-
manent controls on off-shore new gas which for five years are equal
to the Btu equivalent of the price of o0il (presently about $1.30

per Mcf). Thereafter, a ceiling prlce would be established every
five years by the FPC pursuant to certain specified criteria.

My concern about this Senate proposal is that the ceiling .prices will
be lowered as the bill progresses through the Congress to the point
that the prices fixed for natural gas will bring forth no new supplies.
Even if the figures now proposed in the Senate bill prevail, the read-
justment of price ceilings every five years will continue to discourage
natural gas production.

In order to have an alternative to this legislation available to the
House, I intend to introduce, in conjunction with Mr. Murphy of New
York and Mr. Krueger of Texas, legislation similar to that which was
c¢efeated by the House in February by the very narrow margin of 205-201,
The elements of this legislation are basically to remove price controls
from all on-shore new gas immediately and to continue controls, subject
to new FPC criteria, for five years on off-shore new gas. 1 would ver
much appreciate it 1f you would join me in co-sponsoring this legislation.-
A summary sheet of its provisions and a text of the bill are attached.
if you wish to co-sponsor, please contact Jan Vleek (x53641) ox Randy
Davis (x54324) by close of business on Wednesday, May 19. o

-,
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ESSENTIAL PROVISIONS:

1.

5.

Removes, upon enactment, Federal price controls over new -
gas sales at the wellhead for on-shore production. The
new gas definition is that contained in S. 2310 rather
than H.R. 10480.

Retains FPC ceiling price authority over off-shore Federal
land production through December 31, 1980.

.

Off-shore FPC ceiling prices would be set by rulemaking
based upon four criteria:

—-prospective costs;

~-~-capital formation for exploration, etc.;
—-pronotion of conservation of natural gas; and
——consumexr protection.

Regulation of transmission companies by the TPC and distribu-

tion companies by state commissions is not disturbed.

Establishes a statutory priority for essential agricultural
uses in interstate commerce (suhisct only to residential,
small commercial and health and szfety services requirements).

Bans new gas sales boiler fuel use for electrical generation,
and phases out over 10 years old gas sales for boiler fuel uses.

—— e o )



AN ACT

To assure the availability of adequate suppliés of natural gas

Be it enacted by the Senate and House of Represe.';‘tatives
of the United States of America in Congress assembled,

SEC. 1. This title may bg cited as the "Natural Gas Act"
Améndments‘ qf 1976".

| SEC. 2. The Natural Gas Act (15 U.S. G. 717 et seq. ).i.s

amended by (1) striking out se.ction 24 thereof (15 U.S. C. T17w); and (2)
amending section 1 thereof by redesignating subsections (a), (b), and (¢)
as subsections (b), (¢}, and (d), respectively, and inserting therein the
following new subsection:

""(a) This Act may be cited a‘s“thé 'Watural Gas Act'. ",

SEC. 3. Section 1(c) of the Naturzl Gas Act, as redesignated by

this title (15 U.S. C. 717(b)), is amended (2) by deleting "The" at the

beginning thereof and by inserting in lieu thereof immediztely after '{c)"
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the following: '"(1) Except as provided in paragraph (2) of this subsection,

4

the'; and (2) by inserting at the end thereof the following new paragraph:
1(2) Subject only to the provisions of section 24 of this Act, the

authority of the Commission to regulate the sale of natural gas to a natural-

gas company for resale in interstate commerce pursuant to this Act shall

-

cease to exis: with respect to, and shall not apply to, new natural gas

after date of enactment, : Provided, however, That ndthing’ .contai_ned in
the Natural Gas Act Amendments of 1976 shall modify or a;%fect the authority
of the Commission in effect prior to the date of enactme=nt of such amendments
to (A) regulate the transportation in interstate commerce of natural gas
or the sale in interstate commerce for resale of old natural gas,‘or (B)
regulate sales for resale of x_zat}lral gas by any natural-gas company which
transports natural gas in interstate commerce or by an affiliate thercof
which transports natural gas in ﬁaterstate commerce. .
SEC. 4. (a) Section 2 of the Natural Gzas Act (15 U S.C. 7172)
is amended by redesignating paragraphs (7) through (9) es paragraphs (12)
through (14), and by insefting the following new paragraphs: ]
"(7) 'Boiler fuel use of naturzal gas' means the use of -
natural gas as the source of fuel in 2 generating uvnit of more tl:%.n.
25 megawatts rated net generating capacity or in any unit which is
part of an electric utiliticsv system with a total net generating capacicy
of more than 150 megawatts for the purpose of generating electricity

. for distribution.
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s H{8) "New natural gas' means natural gas sold or delivered
in interstate commerce (A) which is de.dicated to interstate commerce
fof the first time on or after January 1, 1976: Provided, 'E[‘hat natural.
gas so sold or delivered from offshcre Federal lands shall be committed

for a contract term of not less than fifteen years or for the life of

-

the r=servoir if less than fifteen years: Provided further, That any
natural gas sold by a producer in interstate commerce prior to the
date of enactment hereof pursuant to limited term certificates (five

years or less) or temporary emergency contracts shall not be con-

-sidered, for the purpose of this provision, as having been committcd

to interstate commerce, or (B) natural gas produced from a reserveir
discovered on or after January 1, 1976, or produced from wells initiated
and completed in an extension of a previously discovered rese’r’;"oir.

on or after January 1, 1976, regardless of whether or not‘the leases
éovering such newly digcovered or extended reservoir webre_therv?tofcrer
committed by contract or otherwise to the interstate market.

1(9) 'Old natural gas' means natural gas other than new nateral

gas. .
"(10) 'Affiliate' means any person directly or indirectly
controlling, controlled by, or under common control or ownership

with any other person, as determined by the Commission pursuant

to its rulemaking authority.
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- "(11l) 'Offshore Federal lands' means any land or subsurface

area within the Outer Continental Shelf, as dcfined in section 2(a)

of the Quter Continental Shelf Lands Act (43 U..S. C.- 1331(a)).".

SEC. 5. {a) Section 4(2) of the Natural Gas Act (15 U..S. C. 7T17c(a))
is amended by adding at the end thereof tl‘1e foJ:i_owing new sentence: “"The |

-

rates and charges made, demanded, or received by any natural-gas company

'

for, or in connection with, a contract for the sale of new natural gas pro-

duced from offshore Federal lands shall be de2med to be just and reasonable,

if they do not exceed the applicable national ceiling, established by regulation

of the Commission or subsequently modified by the Commission pursuant to
section 24 of this Act, in effect at the time when such new natural gas is

either first sold or first transferred under such contract to a natural-gas °

company: Provided, however, That rates and charées in excess of such
na.tionai ceiling may be authorized by the Commission to pfovide special
relief to meet extraordinary expenses that could not be anticipated at the
time the national ceiling was established or modified. ™,

(b) Section 4(_e) of the Natural Gas Act (15 U,S. C. 717c(e)) is a.rn.enéed
by adding at the end thereof the fol.lowing new sentence: "Notwithstanding the
foregoing, the Commission shall have no nower (1) to deny, in whole or
in part, any rate or charge made, d‘e"rrfar.xded, or received by any natural-éas
company for, or in connection with, the purchase or sale of new natural

gas, or that portion of the rates and charges of such company which relates

to such purchase or sale, except (A) to the extent that such rates or ct.arges,
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or such portion thereof, for new natural gas produced from offshore Federal
. lands exceed the national ceiling, established or modified by regulation
., of the Commission pursuant to section 24 cf this Act, or (B) in any case

-

where a natural-gas company purchases natural gas from an affiliate oz
produces natural gas fl;c;m its own propérties, .to fhe extent that the Commission
determines that the rates and charges therefor exceed the current rates
and charges, or portion thereof, made, demanded, or receiyed for comparable
sales by any person who is not aifiliated with any natural-gas company;
or (2) to order a decrease in the rate or charge made, demanded, or r.cccived'
for the sale or transfer §f old natural gas \by a na.tura:l-gas company if
such rate or charge shall have been previously determined or deemed to be
just and reasonable pursuant to this Act. ™.

SEC. 6. Secction 5(a) of the Natural Gas Act (15 U S.C. 717d(a.))

T e

is amended by striking the period at the end thereof and by adding the follov:ihg:

"Provided further, _'I‘hat the Commission shall have no power (1) to dbeny.,

in whole or in part, any rate or charge made, demanded, or received by '
any natural-gas company for, or in connection with, the purchase or sale

of new naturzal gas, or that po:&tion of the rates and charges of such company .
which relates to such purchase or sale, except (A) to the extent that suc‘,_h
rates or charges, or such portion thereof, for new natural gas produced
from offshore Federal lands exceed the national ceiling, established or

modified by regulation of the Commission pursuant to section 24 of this Act, - .

.
ce
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or {B) in any case.where a natural-gas company pﬁrchases natural gas fram
an affiliate or produces natural gas from its own properties, t;; the’ e:%tent v
. that the Commission determines that the rates and charges therefor
exceed the currént rates and chaigeé, or portion thereof, made,- demanded,
or received for comparable sales by any person Wﬁo is not affiliated with
any natural-: as coméia.ny; or (2) to order 2 decrease in the rate or charge
made, demandgd, or received for the sale or tranéfer of old natural gas
by a na.tural-gasAcompany if such rate or charge shall have been previously
determined or deemed to be just and reasonable pursuant to this Act.",
SEC. 7. Section 14 of the Natural Gas Act (15 U.S.C. 717m)
is amended by adding at the end thereof the followiné new subsectidp:
"(h) RESERVE INFORMATION. -~(1) The Commission is furth;r
auﬁorized and directed to conduct studies of th.e production; gather-ing,.
storage, fraﬁsportatiqn, distribution, and sale of natural, artificial, oz.;\
synthetic gas, however prqducéd, throughout the Uﬁitod States and.its
'possessions whether or not otherwise subject to the jurisdiétion of the
Commission, including the prodﬁction, éa‘:.her'*xg, storuge, ‘tran5portation,
distribution, and sale of natural, artificial, or synthetic gas by any agenc:,

authority, or instrumentality of the United Stztes, or of any State or munici-

pality or political subdivision of a State. It shzall, insofar as practicable,

-

secure and keep current information regarding the ownership, operation,

management, and control of all facilities for production, gathering, storage,
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transportation, distribution, and sale; the total estimated natural gas resexves

-
»

of fields or reservoirs and the current utilizai‘:ion of natural gas and the
relationship between the two; the cost of production, gathering, storage,
transportation, distribution, and sale; the rates, charges, and co.ntrac‘cs
in respect to the sale of natural gas and its servi“cevto residential, rural,
commercial and inc’:gstrial consumers, and other purchasers by private and
public agencie.s; and the relation of any and a1l such facts to the éevelopment
of conservation, industry, commerce, and thé national defense. The
Commission shall repdrt to the Congress and may publish and make
available thé results to the Congress and may publish and mzke available the “
results of studies made under the authority of this subséction.

"(2) In msaking studies, investigations, and reports undex this

section, the Commission shall utilize, insofar as practicable, the services,

studies, reports, information, and programs of existing departments,
bureaus, offices, agencies, and other entities of the United States, of the
several States, and of the natural-gas industry, but such studies, investiga-

tions, and reports shall be based on information developed, or completely

reviewed for accuracy, after the date of enactment of this subsection.

‘Nothing in this section shall be construed as modifying, reassignment, or

otherwise affecting the investigative.and reporting activities, duties,

- .

-

pow.rs, and functions of any other department, bureau, office, or agency

in the Federal Government.



{3) In order to assist in determining necessary actions to eliminate
the national emergency which .e.:}:isis with respect to natural ga;: supplies
. the Cc-)rnmission shall carry out and complete, not later than ninety days
after the da.terf e;nactrnent of this sﬁbse;tion, an initial such study with
respect to the total esti;'nated natural gas reserves of fields and reservoirs
and the current utilization of natural gas and the relationship betwea;—h the
two. Such study shall include specific estirnaltes for individua‘lvﬁelds and
reservoirs iout shall not include reserves controlled by small producers.
On January 1, 197_7, and at the beginning uf each calendar year.therqa.fter,
the Commission shall, within the following ninety-day period, comple‘te a
review. of the previous study and revise the results thereof to the; exfeﬁt
necéssary. A report ofisuch initial study and each such fev.iew shall be
made, within the time provided for the comple.tic;n thereof, to the President
and the Cpngl;ess. ",

SEC. 8. The Natural Gas Act, as amen;'led ;by this title, is ﬁlrt}ier
amended by aédi;xg at the end thereof the following four. new sections:

"NATIONAL CEILING FOR RATES AND CHARGES

USEC. 24. (a2) The Corx:xmission shall, as soon as practicable

after the datg of enactment of the Ngtural Gas Act Amendments of 1976,
and pursuént to rﬁlemaking procedures under section 553 of title 5, United

States Code, establish by regulation, and may from time to time modify,

a national ceiling for rates and charges for the szlc or transfer in interstate



| ‘commerée by any person of new natural gas: prbduced from offshore Federal
lands ;m or. a.-fter January 1, ‘1.976, thr.ough December 31, 1980. In establishing
suc}:.x national ceiling +he Commission shall consider the following factors | -
and only these factors: i

""{1) the prospective costs ‘attrib'utable. to the explorafio; .

-

development, production, gathering, and sale of natural gas;
12) ;he rates and charges necessary to encourage ﬁe
obtimum levels of (A) the exploration for natural g;:s, (B) the
development, production, and gathering of natural gas, and (C)
. the maintenance of proved reserves of natural gas; |
"(3) the promotion of sound congervation practices in naturzl-
gas consumption necessary .to contribute fo the ma’mtena.ﬁce of a
supply of energy i'esources at reésonable pricés to consumers; and
"(4) the rates and charges that will protect consumers of
natural gas from price increases that would, m the absencer éf a.

national ceiling during periods of actual or anticipated shortages,

exceed the rates and charges necessary to achieve the objectives of

paragraphs (1) througﬁ (3) of this subsection.

"(b) The Commission shall monitor the nationzal ceiling for rates
and charges for the sale or transfer in interstate corm:nerce by any person
of new natural gas, and during the p"e‘:;-iod such ceiling is in effect, commencing
on July 1, 1976, the Commission shall report to the Congress not less than
aﬁnually on the effectiveness of such natiornal ceiling in mecting the factors

sct forth in subsection (a) of this section.



.

. e 10

(el “The Commission may authorize a person to charge ca amount

* in excess of such national ceiling for new natural gas produced from offshore

Federal lands from any high cost p:;oduction area or vertical drilling depth as
designated by the Commission pursuant to its rulemaking é.uthority. In

establishing such amount in excess of such natioral ceiling, the Commission .

~shall consider the factors set forth in subsection (a) of this section and only

‘those factors.

"(d) Any contract entered.into after the date of enactment of the
Natural Gas Act Amendments of 1976 for the salc of new natural gas for
re;alé which involves the receipt by the seller of funds in advance of pro-
duction of the natural gas covered.by such contract shall be filed witﬁ the
Commission at least 60 days in advance of deliveries thereunder. The |
Commission may thereafter requife, after notice and opportunity for hearing,
that the sales rate specified in such contract be reduced or modified 23
neéessa:ﬁy to repay in full to fhe advancing party the prin;ipal of the. advance
and any interest thereon, upon s_uch terms and condition% as the Commission
may determine proper in the puhlic interest, |

e} Pending the establis.hment of 2 national ceiling nursuant to

section 24(a) of this Act by a final Commission order which is no loanger

a
. e

subject to judicial review and within 30 days after the enactment of the
Natural Gas Act amendments of 1976 and on January first of each year there-

after until such establishment of a2 nationzal ceiling, the Commission shzall



: eétablish an interim ceiling fc:).z: rates ax?ld charges for the sale or transfer
in interstate commerce by a producer of new ra’cural gas produced from |
offshore Federal Lands which shall be effective January .1, 1976, and which
shall be equivalent to the average dollar valuation per barrel of domestic
crude oil used by the United Sta;tes Geoiogical Survey <;r its successor
Federal agency or o};ﬁce in computing the royalties due the United States
on account of ¢rude oil pfoduced from all Federal lagds during the caléndar

“mnonth ending 30 days prior to such determination. Such i.nterifn ceiling
price shall be expressed in one million Zritish thermal units and shall be
dc;terr_nined by dividing such'airerage doilar vzluation per bé.rrel of crude
oil by 5.8. After the establishment of a national'ceilil.'zg pursuant to section

" 24(a) of this Act by final Commission.order which is no longer subjlect to
judicial review, any pro‘ducer.wh_b has solkd new natural gas produ;ed from »

offshore Federzl lands during the period the interim éeiling price was in

effect shall ther'ea.fter.have the benefit of the national ceiling: Provided, howevér,ﬂ
That the Commission shall héve no power tcs order a reduction in the rates
and charges for such sale below the interim ceiling price in effect on the
dates of the establishment of the ﬁa.tional ceiling. ) ' .’._
"(f) From and after Jénuary 1, 1921, there shall be no ceiling _
price applicaﬁlc to the sale of new 1;1;.'tural gas prq.gluced from cffshore

Fede:al lands.

"{g) No price established by or pursuant to the Natural Gas Act
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Amendrﬁentg of 1976 for new natural gas shall be retroactive so as to affect
" ‘any price for any gas sold prior to the effective date of this Act.
. UNATURAL GAS FOR ESSENTIAL AGRICULTURAL PURPOSES

"SEC, 25. (a) Except to the extent that .na.tura;-ga.s supplies are
required to maintain_'_natural-gas service to residential users, small
ﬁsers, bospitals, an;. similar services vital to public healAth and safety,
and notwithstar;ding any qther' provision of law or of any na.t_ural-ga,s allo-
cation or curtailment plan in effect under existing law, the Commission
shall, by rule, prohibit any interruption or curtailment of natﬁral gas and
taI;e such other steps as are necessary to assure as sooxn as practicabls .
the availability in interstate commerce.of sufficient quantities of natural
gas for use for any essential agricultural, fbod processing, or fo.od paékaging
purpose for which natural gas is_e.ssential, including but not limited to-
irrigation pumping, chp drying, use as a raw material feedstock, or
procesé fuel in the production of fértilizer and essential agricultural chemaicals
in existing plants (for present or expanded capaéity) and in new plants.
Ther Secretary of Agriculture shall determine by rule ti‘ze agricultural,

food processing, or food packaging purposes for which natural gas is essential.

The Secretary of Agriculture shall also certify to the Commission the

a
- d

amount of natural gas which is necessary for such essential uses to = -~

meet requirements for full food and fiber procduction.
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U(b). ESSENTIAL INDUSTRIAL PURPOSES. -~Except to the exten:
that natural gas supplies are ;'equi:eci to maintain natural gas service to
users specified undér subsection (a), the Commission shall exercise its
authority under this title to assure, to the meximum extent feasible, the
continuance of natural gas service to users using natu;c'a.l gas as a raw
material and ﬁses o’c‘her than boiler fuel for which there is no substitute
regarAdless of whether sﬁch users purchase natural gag ’und.er firm or
interruptible contracts.

1{c) PROMPT GURTAILMENT DECISIONS. -- The Commission
shall decide applications for relief under subsections (2} and (b) as soon
as pra:c’cicable, but in no evént later than 120 days of the time such appli-
cations are filed. ' N

"NATURAL .GA.S CONSERVATION
- MSEC. 26. {(a) Except as provided in subsection (d_) of .th.is section,
the Commission shall by rule proixibit boiler fuei use of natural gas é.ifccting
commerce not contractéd for prior to January 1,’ 1976, unless, ﬁpon petition
by the user, 'the Commission determines that --
1"(1) alternative f\;els, other than crude oil or products
refined therefrom and propane, are not available tc -su.ch user; or
1"(2) it is not feasibleor practicab-le to utilize such z2lternative
fuels at the time of such Commission determination. |

""(b) Except as provided in subsection (d) of this section, boiler fuel

e r—
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use of natural gas contracted for prior to January 1, 1976, shall be terminazed

- . -

-

by thé user of such natural gas at the expiration of such contract or 12
yeé.rs after the date of enactment of the ’atﬁral Gas Act Amendments of
1976, whichever is earlier, unless, upon petition of such user, the Commission
determines that (1) alternative fuels, other than crude oil or products |
refined theréfrom and propane, are noi available to such usér, or (2)

it is not feasibI.e oxr practicable to utilize such altérnative fu;els at the‘a time

of such Commission determination. The Commissionr shall mbdify or term-
_inate certificates of public convenience and necessity relating to ’such'contracts
to the extent necessary to carry out the purpose of this -sub_sectionl.

(e} Except as express.ly pro~ided in subsection (b) of this section,
the Commission shall not (1) modify, amend, or abrogat:e c.ontracts entered
into prior to January 1, 1976, for the sale or transportation of natural ga.é
for boiler frel use, (2) Vmodify, ‘amend, or abrogate certificates of public
convenience and necessity authorizing thev sale or fransparfa.tion of naturzl
gé.s uncie;r sucil contracts, except upon application duly riade by the holder
of a certificate under section 7 of this Act; or (3) prevexnt, impé,ir, or limit,

either directly or indirectly, the performance of any such contract or

certificate: Provided, however, That the provisions of this subsecction shall

‘not modify or limit (1) any authority of the Ccmmission to effectuate curtailmen:

-
- .

of natural gas sold by a pipeline to its cusicmers or (2) the authority of

the Administrator to issue orders authorized under the Inergy Supply and

Environmental Coordination Act of 1974,
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''{d) The Commission shall also exempt from any rule under this

- -
‘e

scctién-the Burning of natural ‘é;a.s by powerplaxnts fc.>r the purpose of operating
- .bollution abatement systemé. : . .
"le) The Administrator shall, by rule promulgated 1.10 longer thanr
30 days after enactment of this Act, prolﬁbit all uses of natural gas that
he determines are sc-‘ﬂely for ornamental or decorative purposes. Such gas
. prohibition shall be limited to uses which are outside ;rf a fe.sidence or
dwelling which has the installed capacity to use electricity. The prohibition
shall teke effect not later than 60 days after enactment of this title, _

"(f) The Commission shall not prohibit the boiler fuel use of natural

gas for the necessary processes of ignition, startup, testing, and flame
stabilization b; a facility, or for the purpo.se of 2lleviating shori-term aixz’
guality emergencies or any other danger to the; public health, safety,' or
welfare, )

Mg} In implementing the provisions of this section, the Commission
_shall, to the extent necessary, apply the provisions of section 17 of this Act,

"(h) Nothing in this section shall impair any requirement in any State
or Federal law pertaiﬁi:{g to safety or environmental protection. The Commission,
in d:etermining feasibility of précticabili‘cy where required by this section, -
shall not assume that there will be any lgséening in any safety or envircenmental
requirement established pursuant to State or Federal law. v .

VRATES AND CHARGES CEILING

WSEC, 27. The Commission shall, a2s soon as pra&ticable after the

date of enactment of the Natural Gas Act Amendments of 1975, and pursuant
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to rulemaking procedures under section 553 of title 5, United States Codé,
est:;blish by.regulation, and shall every two years modify, 2 né.tional ceiling
for rates and cha;ges for the sale in interstate commexzrce for resale of
old natural gas, the sale. of which g‘as is continued in ipterstate commerce
 after ihe expir_ation'?f a contract by its own terms (and not through the
éxercise of any pow:;zr to terminate or renegotiate contained therein) for
the sale or déiivery of suc}.l natural gas. In establishing such national
ceiling, the Commission shall consider the following fact;ors and only these
factors: |
| L) thelcos'csa.ttributable to the exbloration, development, pro-

duction, .gathering, and sale of old natural gas; |

1(2) the prospective costs o.f operation, reworking, installation of
additional compression, and similar expenses, which costs are necessary
to prevent abandonment in piace of old natural gas reserves otherwise
recoverable; |

1(3) the :eimbursement to the seller of (a) any séverance, g-?:ductiﬁn,__
or other tax payable by the seller and levied on the value or volume of pro-
duction at the wellhead; and (bj any royalty or royaltie's on natural gas whic:‘i

a producer is required to pay to a royalty owner under applicable State law; -

-
- o .

"(4) the rate of return on seller's original capital investment which
is sufficient to encourage the optimum level of investment in natural gas

exploration and production; and
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""(5) the rates and charges that will protect consumers of patural gas
from price increases that wou-l.d, in the absence of a national c;iling during
. periods of actual or anticipated shdrtages, exceed the rates and charges
necessary to achieve the objectives of paragraph (4) of this subsection.

SEC. 9. Sfaction 1 of the Natural Gas Act, as designated by this
Act (15 U, S_. C. 717),,-.is amended by ipserting at the end thereof a ne\w‘/.sub-
section as follows: |

'""{d) Nothing in this Act shall prevent the intrastate transportation
of natural gas first sold in commerce after the date of enad:ment of th.is
subsection in an interstate pipeline as long as such intrastate transportation
does not prevent service necessary to meet the requirements of interstater
consumers and the rates fpr such transportation reflect the fully distribu.ive
costs of the interstate facilivties used therein, and the provisions of fhi§ Act

shall not apply to any such intrastate transportation or the intrastate

{facilities utilized in such service, .

»
®





