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SECTION BY SECTION ANALYSIS

Brown Substitute for H.R. 9464

The Natural Gas Emergency Act of 1975

Section 2.

Purpose

Section 3.

establishes temporary emergency authorities to minimize
impact of natural gas shortage. on employment, food
production, and public health, safety, and welfare.

Definitions

1

Section 4.

essential user (Sec. 3(2)): as set by the FPC, a user
without an alternate fuel capability who needs gas to
avoid substantial unemployment, impairment of food

production, or impairment of the public health, safety,
and welfare.

new natural gas (Sec. 3(4)): natural gas first sold

or delivered ir terstate commerce on or after 1/1/75,
continued in ir state commerce upon contract expiration,
or produced from wells commenced on or after 1/1/75.

distressed interstate pipelines (Sec. 3(6)): as set by
the FPC, an interstate pipeline unlikely to obtain enough

gas to meet the needs of the direct and indirect essential
users on its system.

curtailed interstate pipeline (Sec. 3(7)): an interstate
pipeline in curtailment.

supply'emergency period (Sec. 3(8)): the period from
date of enactment to seven years thereafter.

Access By Distressed Interstate Pipelines to Natural Gas

within 15 days after enactment FPC to designate (upon
petition or its own motion) distressed interstate and
curtailed interstate pipelines - FPC shall modify
designations as necessary during the supply emergency
period (Sec. 4(a)).
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B - from enactment to April 15, 1976, distressed pipelines
empowered to buy hew natural gas other than 0CS gas,
at rates free of the Natural Gas Act, and empowered
to pass through the rate paid (Sec. 4(b)).

- from April 16, 1976 through April 15, 1977, distressed
and curtailed pipelines empowered to purchase new
natural gas (including OCS gas) at rates free of the
Natural Gas Act, and empowered to pass through the
rate paid (Sec. 4(c)).

- from April 16, 1977 through the end of the supply
emergency period, any interstate pipeline with a
curtailment plan on file with the FPC is empowered
to purchase new natural gas (including OCS gas) at
rates free of the Natural Gas Act, and is empowered
to pass the rate through (Sec. 4(d)).

Section 5. Relationship to Natural Gas Act

- exempts sales of new natural gas, the facilities used
therefore and the seller from the Natural Gas Act - sales
under the act deemed not to result in interstate dedication
of reserves (Sec. 5(a) and (b)).

/ :

.u/ - transactions entered into during the supply emergency
period extend beyond the period free of the Natural
Gas Act (Sec. 5(c)).

-

Section 6. Investigation of Supply Emergency

- DOI to study gas supply and demand, reserves and annual
deliverability, probable reserve additions and
deliverability, and report to Congress.

Section 7. Rulemaking

- FPC authorized to issue rules necessary to effect the Act.
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3 \] 'December 8, 1975

¢ By Mr. TAYLOR of North Carolinat
Y- HR. 11049. A bill to correct inequlities in
. ¢ certaln  franchise practices, to provide
franchisors and francisecs witlx even-handed
_ protection Irom unfair practices, to provide
{ consumers with the benefits which accrue
from pn competitive and open-market econ-
‘ omy, and for other purposes; to the Com-~
. mittee on Interstate and Foreign Commerce
. By Mr. BOB WILSON:
H.R. 11050, A bill to reduce the rate of duty
4 on unmounted underwaber lenses; to the
Fe o Committee on Ways and Means,
3 By Mr. FRASER (for himself, Mr. Berc-

McKINNEY, Mr., MoAKLEY, Mr. MOR-
rEY of New York, Mr. RicaMonD, Mr.
OrTiNgeER, Mr., SarasiN, and Mr.
WEAVER) ¢

<., H. Con. Res. 503, Concurrent resolution in-
dicating the sense of Congress that every
' person throughout the world has the right to
“ a nutritlonally adequate diet; and that this
country increase its assistance for self-help
© development among the world’s poorest peo~
ple-until such assistance has reached the
target of 1 percent of our total nationsal pro-
<. quetion (GNP); jointly, to the Commilttees
' onm Agriculture, and Internntionsl Relations,
a By Mr. RISENHOOVER:

H. Con. Res. 504. Concurrent resolution re-

*

i

i..‘_ Commlssion to prescribe rules preempting

/i Btate and local laws; to the Committee on

¥ .. Interstate and Foreign Commercs,

b By Mr. HAYS of Ohlo:

v, H. Res. 908. Resolution to authorize funds

- for the continuing activities of the standing
and select committees of the House of Repre~

- sentatives; to the Committee on House Ad~

By Mrs. SULLIVAN (for herself, Mr.
Froop, Mr. SNYDER, Mr. Burxe of
Florida, Mr. HunsArp, Mr. EMERY, Mr,

_ByroN, Mr. Correr, Mr, DELANEY,
Mr. PRESSLER, Mr. YOUNG of Alaska,
' Mr. PATMAN, Mr, GimaN, Mr. HEN-
. DERSON, Mr, JeNrerre, Mr. GUYER,
Mr. RANDALL, Mr, KASTEN, Mr, JOHN~

- soN of Callfornia, Mr. HAGEDORN, Mz,
Roe, Mr. HeFNER, Mr., ROSTENKOW=
8K1, and Mr. Goosrng) ¢

H. Res. 807, Resolution In support of con-
tinued undiluted U.8, sovereignty and juris-

}?diction over the US8.-owned Canal Zone on

—\.r‘u 4

oa
Bt

- ou.mtcmuonal Relationa.
o s

PRIVATE BILLS AND RESOLUTIONS

\ ‘Under clause 1 of rule XXII, private
7, bills and resolutions were Introduced and
1y referred as follows: -
Y ek By Mr, ASPIN:

SN \R. 11051. A bill for the reuef of Nuala T.

‘Lots; to the Committee on the Judietary.

bl By Mr. BOB WILSON:
b FH.R. 11052. A bill for the relief of Jalme

,,h\? Judlciary

PETITIONS, ETC.

Under clause 1 of rule XXII, petitions
- -and papers were laid on the Clerk’s desk
* and referred as follows: .

! 330. By the SPEARETN: Petition of the
~% - National Council of Siate Garden Clubs,
Inc., Lewisburg, W. Va., relative to the For-
" est Service's environmental education work-
< ghops: to the Committee on Agriculture.
331. Also, petition of the Common Coun-
¢l of Gindstone, Oreg., relative to revenue
sharing* to the Committee on Government

Operations
" 832. Also, petition of the mayor and coun~
. ¢l of New Cordell, Okla., relative to reve-

LAND, Mr. BoNkeR, Mr. Howarp, Mr.’

* lating to the suthorlity of the Federal Trade -

.¢he Isthmus of Panama; to the Commiites

Jehllapnik-Anderson; to the commltt.ee on

'CONGRESSIONAL RECORD — HOUSE.

. nue sharing; to the Committee on Govern~
‘mient Operations.

333. Also, petition of the Dearborn County
Board wof Commissioners, KLawrenceburg,
Ind., relative to revenue sharing; to the
Committee on Government Operations.

334. Also, petition of the American Dental
Association, Chicago, I, relative to the ex-
clusion of Israel from UNESCOQ; to the Com-

“.mlttee on International Relations.

AMENDMENTS

Under clause 6 of rule XXIII, pro-
posed amendments were submitted as
follows:

HR. 9464
By Mr. BROWN of Ohilo:

Strike all after the enacting clause and
insert in lleu thereof the following:

That this Act may be cited as the “Nat~
ural Gas Emergency Act of 1975™.

PURPOSE

lish teraporary emergency suthorities for
minimizing the detrimental effects on em-
ployment, food production, and pubille
healih, safety, and welfare ea.used by natural
gas supply shortages.

. DEFINITIONS
" Sec. 3. As used In this Act

" {1) The term “Comniission” means the 3‘ {¢) Druing that part Of the supply emer- /‘

Federal Power Commission.

{2) The term “essentinl mser”™ means a
user or class of user who satisfles criterla
to be estabilshed by the Commission, by
rule, &s Indicative of a user for which no
alternative fuel is reasonably available and
whose supply requirements must be met in
order to avold substantial unemployment or
impairment of food production or the public
health, safety, or welfare.

(8} The term *“interstale commerce” has
the same meaning as such term has in sec~
tion 2(7) of the Natural Gas Act (15 U.8.C.
T17(a) (7).

(4) The term “New natural gas” means
natural ges sold or dellvered in interstate
commerce: (A) which 1s sold or deilvered in
interstate commerce for the first time on or
after January 1, 1975; (b) which is continued
In interstete commerce after the expiration
of a contract by {ts own terms (and not
through the exercise of any power to termi~
nate or renegotiate contalned therein) for
the sale or delivery of such natural gag exlst-
ing as of such date; or (C) which is pro-
duced from wells commenced on or after
such date.

(6) The term “interstate pipeline™ means a

person engaged in the transportation by
plpeline of natural gas in Interstate com-~
merce and subject to the Jurisdiction of the
Commission under the Natural Gas Act (16
U.8.0. 717 et seq.).

{6) The term “distressed interstate p!pe-.'

Iine” means any interstate pipeline which
the Commission, taking into account any
existing curtallment plan of such pipeline
and the natursl gas supplles avallable to

. such pipeline, determines is, 10 a signifieant

extent, unlikely to obtain gsupplies of natural
gos adequate to meet the requirements of es-
sential users under any agreement (without
regard to whether such agreement 15 for in-
terruptible or firm service) to supply natura.l
gas to such user by-—

(A) such pipeline; or

{B) a person to which such pipecline sup~

piies natural gas for purposes of resale,

(7) The term “curtsiled interstate pipe-
line” means any Interstate pipellne which
has o curtallment plan, or other plan for
rexiueed deliveries on file with the Commis-
sion, and which Is curtalling or reducing de-
Alveries under sald plan.

{8) The term "supply emergency period”

SEC, 2. The purpose of thls Act is to estab- *

H 12021 .

means the perlod, or any part thereof, which
beging on the date of enactment of this Act
and ends seven yenrs thereafter. .
(8) The term “nationsl rate™ means the
maximum rate of price ceiling for natural
gas sales established pursuant to the pro- .
visions of title 18, Code of Pederal Begma-
tions, section 2.66(a). ‘
ACCESS B¥ PISTRESSED INTERSTATE PIPELINES 'ro
: NATURAL GAS™
Sec. 4. (8) ‘The Commission shall, not later . &
than the end of the fifteen-day period which
begins on the date of enactment of this Act,~
and shall as necessary throughout the sup- "
ply emergency period, upon petition or upon -
its own motion, designate distressed inter- -
state pipellnes and curtailed interstate pipe~ ©
lines, ,
(b} During that part of the supply emer-
gency perlod which extends from the date
of enactment through April 15, 1976, sales .
of new natural gas produced from lands other ;
than the Cuter Continsntal Shelf may be ™
made to any distressed intrestate pipeline. -
for resale in interstate commerce at a rate -
¥ or charge In excess of the national rate and ;
¢ any such rate of charge shall not be subject
" to the provisions of the Natural Gas Act; M
- Provided, however, that the Commisslon shall !
have no power to deny, in whole or in part, ..

- s recovery by any distressed interstato pipe-w

: line of the amounts paid by it for gas purs-:
* ¢hased hereunder,

.

w ¥

P

gency period which extends from April 186, “
1976, through April 15, 1977, sales of new .
natural gas may be made to any distressed .
‘or curtalled interstate pipeline for resale in -
interstate commerce at a rate or charge in ‘N
excess of the national rate and any such rate 2
or charge shall not be subject to the pro~
visions of the Natural Gas Act; Provided,

- however, that the Commission shall have no |
power to deny, in whole or in part, recovery ~'
by any distressed or curtalled Interstate pipe- .
iine of the amounta paid by it for gas pur-
chased hereunder.

{(d} During the remainder of the supp!y
emergency period, sales of new natural gns ;
for resale in interstate commerce may be- ’
made to any interstats pipeline which hasa i
curtallment plan, or other plan for reduced
deliverien, on file with the Commission at a
rato or charge in excess of the national rate
and any such rate or charge shell not be—-*?
subject to the provisions of the Natural Gas,
Act; Provided, however, that the Commission
shall have no power to deny, in whole or in - ‘
part, recovery by any such pipeline of the
amounts pald by it for gas purchased here- 1.
under. - '7‘{

RELATIONSHIP TO NATURAL GAS ACT =~ . &
*

" Sec. 5. {8) The provisions of the Natural:
Gas Act shall not apply to any sale or con- "y’
tract of sale of new natural gas made pur~’ g
suani to this Act, to the facilitles used in ;
such sale, or the seller maoking such sale. -

{b) Natural gas reserves, from which new
natural gas subject to any such sale is pro- .
duced, shall not be deemed dedicatod to in«
terstato coramerce by reason of such sale. N

(¢} Upon termination of the supply em-"
ergency period, no transactlons made or .
‘entered into, and no activities or operations*®
undertaken after April 16, 1876 shall, under -
the provisions of this act, be or become,
subject to the provisions of the Natural Gas -
Act, and the Coammmission shall take no ac-. .
tion to impair or modify, or prevent full’
performancse of, any and all contract rights®
and obligations which arose during the sup-
ply emergency period; further, during ‘the:
period following termination of the supply: »
emergency period, as to those sales entered: ¥
into during the supply emergency period, thes
Commlission shall have ne power to deny ..
in whole or in part recovery by any such
pipeline of the amounts m.ld by ﬂ; Tor gas{ .
pm-cha.sed hereunder. . A Cvars

;,
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H 12022 - ; COl
INVESTIGATION OF SUPPLY EMERGENCY

Sec. 6. {a) The President, through the De~
partment of the Interior, shall undertake a
study of natural gas supply and demand, and
shall determine the total sstimated natural

"gas reserves of the United States, and the
estimated annual deliverability of natural
gos from such reserves; the probable addl-
tions to such reserves and deltverablility; the
total estimated demand for natural gas by -
users; and the probable increase, or decrease,
in demand by eund-use purchasers.

(b} Such study shsll be based on infor-
mation developed, or completely verified for
accuracy, after the date of enactment of this
Act.

A copy of the completed study shall be 1
transmitted, in writing, to the Congress as -
soon as practicable afier completion.

RULEMAKING

SEec. 7. The Commisslon shall have author-
ity to Issue rules and orders, as the Commis-
sion determines are necessary or appropriate
to the exercise of the jurisdiction granted
under this Act.

Amend the title to rend as follows: “A bill
to assure the availability of adequate sup-
plies of natura.! gas during a supply emer~
geney pe
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FRASER BILL OF JANUARY 27, 1976

SLCTION BY SECTION ANALYSIS

Natural Gas Production and Conservation Act of 1975

Section 2.

- amends the Natural Gas Act by striking section 24,
which reads "This act may be cited as the 'Natural
Gas Act,'" by adding the same language before
section 1 of the Act, and by relabeling as "Title
I General Provisions" the remaining 23 sections of
the Act.

Section 3.

- ‘adds a new Title II, "Production and Conservation
Incentives,” to the Act -- the new title contains
ten sections, §§201-210, as follows:

- §201 is the short title: The Natural Gas Production
- and Conservation Act.

- §202 is the definition section, with 20 definitions.

The key definition is that for "new natural gas" (§202(8)):
gas dedicated to interstate or intrastate commerce

. on or after January 1, 1976, as determined by the

" FPC in its discretion -- new gas is required to be
dedicated for a term of not less than ten years.
0l1d gas is defined (§202(9)) as gas dedicated +n
interstate commerce prior to January 1, 1976, as

determined by the FPC in its discretion.

- §203 is the "new natural gas" pricing section.
Under this section -

- the IF'PC has 180 days from enactment to set
an initial national base price for new
gas -- the initial price is retroactive to 1/1/76
and is to be reviewed and reset every five years --
the FPC must set the price on a prospective cost/
capital attraction basis (§203(g)).




~the initial national base price shall be adjusted

for inflation or deflation (§203(b)), for rising
production costs (§203{(c)), and for gathering
allowances, taxes, Btu adjustment, and impurity
removal (§203(f)) -- a special price above the
base may be authorized by the FPC for high cost

.production areas and for LNG and SNG (§203(d)).

new gas may be sold or transferred in either
interstate or intrastate commerce by a producer
only if the price docs not exceed the adjusted
base price set in §203 (§203(a)) =-- producers are
prohibited from selling at new gas prices, and

may sell only at old gas prices, gas discovered on
Federal lands two years or more prior to enactment,
unless they are able to convince the FPC it was
reasonable not to dedicate the gas to interstate .
commerce (§203(e)).

the cost of new gas to an interstate pipeline can
be passed through by the pipeline dollar for
dollar unless the cost exceeds the adjusted base

price ~- the excess can't be passed through
(§203(1)).

after enactment, all sales of new gas in interstate
commerce and all dedications of natural gas in
intrastate commerce must comply with the bill's new
gas provisions (§203(3)).

small producers may sell new gas at prices not to
exceed the base price by more than 50 percent
(§203(k)).

the FPC obtains Jjurisdiction over SNG plants and
ownership, and the interstate sale and trans-
portation of SNG, but not the feedstock
(§203(d) (3) (B) ).

§204 rcquires all purchasers to file new gas contracts
and transfer agreements with the FPC.

§205 restricts FPC price increases for old gas to
increases necessary to cover production costs and to
provide a reasonable return.
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§206 requires interstate pipelines to file separate
tariffs for old gas, new gas, and SNG/LNG, and
requires these pipelines and the distributors they
serve to give priority for sales of old gas to
residential users and small users.

§207 contains provisions dealing with increasing gas
supplies.

FPC must act on facility construction applications

within 120 days of the filing of the* application
(§207(a)) .

new gas sales by .producers, other than SNG/LNG
sales, are exempt from FPC sales certificate
jurisdiction if the sale price is within the new
gas pricing provisions of the bill (§207(b)).

facilities for transporting or gathering gas on
Federal lands are required to be common carriers

-- other such facilities are required to be
common carriers to the extent of surplus
capacity (§207(c)).

FPC is directed to gather reserve information
and to make a comprehensive study of the gas
industry (§207(f)).

§208 requires the FPC to prohibit all post-1/1/76
boiler fuel use of gas, including intrastate use,
-other than by residential users and small users,
‘unless the FPC determines alternate fuels other
than o0il are not available or their use would be

infeasible -- pre-1/1/76 boiler fuel use to be
prohibited as soon as practicable.

§209 requires the FPC to prohibit curtailment of
essential agricultural uses of gas, as determined
by the Secretary of Agriculture, except to maintain
service to residences, small users, hospitals and
the like ~- the prohibition applies to intrastate
gas in any State where action consistent with the
purpose of this provision has not been taken within
180 days of enactment (§209(a}}.

- FPC empowercd to order interstate pipeline.
interconnections (§209(b)) and, in supply
emergencies, is empowered to allocate gas
to interstate pipelines unable to meet
residential, small user, hospital or the like
needs (§209(c)).
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Section 4.

- amends Section 2 of the N

section) in three respects -

-

Section 5.

it would include in the definition of
commerce" (Natural Gas Act,

a point on Federal lands and
whether within a state or not

"interstate
§2(7)) commerce between
any other point,

it would add a new section 2(10), a definition for
"synthetic natural gas," which would be gas
other  than gas well gas and oil well gas.

it would revise the definition of "natural gas"
(Natural Gas Act, §2(5)) to include gas from both
gas and o0il wells, and to include any mixture of
"synthetic" gas (the new element) with "natural”
or "artificial®” gas (terms now in the Act).

Section 6.

expands section 20 of the Act, dealing'with enfo;cgment,
to give U.S. district courts jurisdiction over civil
enforcement actions under the Act and any regulations
and certificates issued pursuant to the Act -~ th%s
jurisdiction would include the power to grant equitable
relief (including mandamus), and the power to award
costs {including attorney's fees) and damages
(compensatory and punitive).

requires DOI's Bureau of Economic Analysis.to con?inue
to compile GNP deflator data =-- this data is required
by section 3/203(b) of the bill,

atural Gas Act (the definitional
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Januaiy 27, 1976

Ly r.n RAILSDBACIK:

A LA L for whe podief Of M. Jue
Won Park; Io tae Countettee on lhe Judi-
ciary. U

I3y Nir. ROCERS (b . aest) e

LR, 11549, A Lill for the reiief of LU Col
Donald E. Wours, Us, Anny; Lo the Coiae
mittee on the Judiciary.

H.R. 11550. A LI for ihe relief of Olaa Lu-
cia Calad de Currca; 1o the Commitiec on
thie Judiciary.

° By Mr. STLIGER of Arizona:

" H.R.11551. A Liil for the relief of Juan
Martinez Rodrigtiez: to tiic Commiilee on tito

Judiciary.
PETITICXS, TTC. °
nder einuse 1 of rule 2IXKII,

270, The SPEMIER prosonted a petition of
the Grand Vojiuce du Oxishoma, La Saclete
des 40 homme: ¢o 3 Chevaux, Lawton, O:la,
relative Lo the pullication of the nanws of
intelligence agents; to the Commitice on
Armecd Services.

AMENDMEN 'S

Under clause 6 of ruie XXIIZ, piroposad
amendments were submitied as follows:
ILR. 9464

By Mr. FRASER:

(Amendment in the Nature of & Substiluie
to the Krueger amendiment.)

In licu of the malier projoscd to he in-
serted by the [cnendment oflered by Mir.
Krurcer, insert the foilowin::: Thal this Act
may be cited as the “Natura] Gas Production
and Conservation Act of 10757 3

Sec. 2. The Natural Gas Act (15 Us.C. 717
el seq.) is aimenced by ining oui section
24 thercof (15 U.S.C. ) an iLs entirety
and by insertin:; nnmedi.dely after the ci-
acting cluuse (hicrenf and before section 1
thereof (15 U.S.C. 717y the {ollowing: “That
this Act may be cited as the “Walural Gas
Act'.

TITLE I=GINERAL PROVISIONS

Stc. 3. The Natural Gas Aac¢t (15 UsS.C. 77
et seq.) is amvaded by aading at the end
thercol tho following new titie:

“TITLE II—PRGDUCTION A:-‘D CONSERVA-
TIOXN INCENTIVLS

. USHORT TITI 2

“Src. 201, This title may be cited as
'Nataml Gas Production aad Couacr\'ahan
Act’,

“DETINITIONS

“Sre. 202, As used in thls utle:

(1) The term ‘aflilinte’ me: any perioh
directly or indirecily conurolling, controlled
by, or under common control or ownership
with any other person as debermined by the
Commisiion by rulc. In promulgating nilcs
under this pa il to speeifly when one
person is an (¢ of anoiier person, the
Commission sh contider Jdirect or indireet
legal or beneiic sk in another per
or any direel or indirect 1eGd puwer or i
fluenco over anoither person, arising throw, h
direct, Indivect, or intertocking ownership of
capilal stoclk:, hiierlockineg directorates or of-
ficers, contractual relations, apencey avece
ment - or Jeasingg airangemienis,

“{2) Tie lerm ‘hoiler (uei use of natursl
rAs’ means the use of natural gus or sy
thetle natwral gas as the sovrce of fuel |
the purposc of ::cuc- rating steam or clea lrlcnl)
in amounts in exces, of 59 Mef on a peak day.

*(3) The term “Federal Bnnds' means ooy
g or suBitzisee arca within the United
States which 13 owned or eontrollied by the
“ederal Government or wiln respect to whici

he Federal Government has auithority, ai-
S . - .

rectiy or indiveetly, 10 exnicre for., dovelop,
ard produco navural gas, exe ch thal noik
in s Act shall ame:d or caange In an

CONGRELS

SSICNAL

varanb of lae ¢
auwed by the Alaalia Na. »
A=t (I8 US.C. 437
stateine od W a State, ' v anelud o the
Cuter Continental S, s deaned in sec-
tion 2(a) of tho On ' Cuntinental hell
Lands Act (48 U.S.C. 1ugi{a) ). The Lo ¢
cluges landds which the Federal Goverusaeny
acquired Ly mortgage foreclosure and con-
tinues Lo hold mineral nteresis,
T 1) Thie  terim Yalrastate  cominerce
neans cominerce between poinds within the
same State, unless Luell conunerce paines
throuph any place outside suels State; exeeps
Ih.n. all sales of new navural g produced
froavy Federal lands withine a Stale and cou-
.~u.mu vithin ihe sante Stace taall be treated
as ales of natwal gas in interstale come-
MeTes,

“(3) The ferm ‘joini venlure’ means any
wnacstating by two ar ¢ persoils Who
have a coanmunily of iaterdst in the purposces
af the uudertakingg, and wiho =hare the right
to ecentrol or gireet tiwe conwuct of the
undertaking.”

“(T) The term ‘major i eprated petroicum
company’ means any con.pany that, togetier
with all athlintes, (A) owns or controls total
aitens that execed 51.,000,000,000 in wviiue.
(B) which Is enpaged 13 the produciiva of
crudo oil, and (C) wiicl, is engaged Ia (i)
e refning of erude oil, i) tranaporting of
crudge oil or refined peuiolewm pmdm.h by
major pipeline, or (li1) waarkeling of rciied
petroleum productls;

*(7) The term ‘Mcef' means one thousand
cubic feet of natural gas at GO degrees
Fatrenici. and 14.93 pounds per s¢quare incih
pressures

{8y The »crm ‘new natural gas® aae
naturael s that is dedicaied to inte
or intrastate commerce vhich tive Conunis-
sion in its discretion determines was not
(‘J‘(h(‘.’\h‘(l Lo Interstate or intrastale com-
merce priov to Janwar:  , 19%6: Provided,
inav all such nadural ga inust ke dedicated
for a term of not less (hit 20 years, or until
carvlier depleted, 1o be ¢ bie for sule ai a
price that does not exceed the applicable
price pur-uant to secelion 203; if such dedi-
eation is for a term of rmore than 10 year:
but less than 20 years, then & produces o
smali produser way sell suci natural Sy L
a price not to excecd Vo pereent of Lthe
whas would otherwise be "p_.\llc.lb' p.u.,u....t.
10 section 203. No dedications of new na
ral gas alter January 1. 1976, may be fod
term of less than 10 years (unlets earlier
depleted).

“(9) The term ‘ol natural gas’ means
natural pas that, prior wo January 1, 1976,
was dedicated 1o daterstate conanicrce on
the date ol Lthe frst delivery of such natural
gas os dewermined by ine Commission in its
discretion.

“(10) The term ‘pipeline’ nieans a person
enaaed in the transportation by pipeline of

nelural gng in interstate commerce exeept
1h-\l the ter does not include persons who
wre exempt from the Commission’s Jlll’.--di(‘-
tion pursuant to sections 1(h) or 1(e) ol

way a

Lihyg

-this Aet,

“I1Y Tiw: term ‘prouniees’ ieans a pors
cont who (A) produces pimnd seils mose (han
16 milllon Mot of netural nus per year or (L)
produess and sells nata and daes not
otiiarvise qualify as a small prodis

“(12) TThe term ‘purenas or’ meain & per.on
who pl!l'(‘h:l~£'.‘; or asguires nawural gas from
a producer or'small producer.

13y "o term ‘rosiderial user' mewas o
person whio uses natural s for personal,
family, or houschold puij o.cs,

“(14) The term ‘amall woer' means a pes re
con or governmental envity that tused ot
maore than 50 hMel of natural gas o its pcuk
doy ol natural gas usare in the preceding
calendar year.

*(158) ‘The term ‘smaii y
person as d

o,

"ECORD —HOUSE

any,
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who is not an adillivte of @ petron who pro-
4 more G 1o nuilion Mef of
oL an ailliate of a
‘0 i.. x.ot. hln. i

maore d (C) wiw, wopether with al l of 1\..~.
:tﬂ.ﬁhlc::. .K any, has not produced and sold
more Wan 10 millicn Mcf of natural gas in
any caumdar rour (subequent to 1973) pre-
ceding the year in witich he ceeks to qualify
for smail '\mdncor pricinz wnder £ ction 203
(x): rrovided, That ¢ provl\inns of reetion
2034k%) ali be applicable only o the first
10 mill:on Mef of neoacud gas production in
any year following saca qu'\ cation.

1) Thie te 5 'a person or
governime ° Aataral gas
...lcr it s cGelivored SiC or intrae
sLale €O c¥ce. he iact 'vs a pro-
ducer vail producer who cul ~aiics nat-
(eRCEnL for DOrLing or pProcess-
fig nataral gas) In lasitities ovned or con-
trolled or wndder conunon contrel by such
prodiicer or small produacer.

“NEW NATURAL GAS

“Sr¢. 203. (a) GrEraL~—~Noiwithsiand-
ing the provisions oi scctions € and 5 of this
Act me exceps &3 provided in sibscctlon (1),
new naiural gas may be soid or transferred
in interstale comimerce or may be sold or
teansiesred In Intrasliate commerce on or
witer {he date of enaclaent of this title, by «
producer only if its price doos not exceed the
sum of-—

“i1) a Base price at coe wellhead as deter-
mined in accordancs wiih subsection (g):

*(2) aay apdlicable adjusinient in accord-~
ance with subseclion (b) or {(¢); wad

“13) an additicnal or Jesser amount, if
asuthorized or regaired to be chiarged
undur subseciion (d) o (f).

Lase Price AnJustan \T—-Cuﬂ\l‘hch(‘-
1, 1977, and at annual inter-
ter, the national base price enu-
merated in subscction (3) ohall w2 adjusted
by the Caian on for any inflation or de-
flation by iauitiplying iv by a nummbor whose
numcr ator i the annusl implicit price de-

“ator for pross nalicnid. producy as of the
date of computatien and whose demonina-
tor is ibe ifmplicit pum defiator for pross
national product for ¢ hase ycar 1975 as
compiied by thie Buarcav of Econoimic Analy-
sis as initially publiziwd Ly the Department
of Commerce. The adjurted base price shall
only be applicable o new nalurid zas frse
delivered Guring e for waich such

adjimicd Dase price is npplicadle.

“(¢) AnpITIONAL Pnic. INCRUASE~~A pro-
ducer may, at the tinme o dedicativa of new
natural gas, provide by contracl for an avto-
matic annual inerease in the price ol such
natural gas whien is delivered in a particuar
year. The wmwount of such inereaze may ot
exceed 22 percent per your of the adjusted
base price of such naturad a5 o0 the time of
such dedication, except t‘.l(' Conwaly: fon may
author N ficrease in the price L may
bhe ¢naried by a pacticular producer or aniall
produeer for fowing new haanrad jas by an
adaditional amound il oL any e aurings the
conteact pork sach L akitingsal duerea @
is fhown Lo be needisasy ‘o cover e ¢ of
prody H i hew natien! o0 and te
jroviae a v A2 2t Goreturn . intoste
ment (o .\.- i prediecr or aall predueer.

“1dy < ricit.- (1) 'foe Cemi
sfon m 1o .'l ,n-rrnn to chu, for
new Nt s of e
price auvnoyize cel x-ﬂ\ (n; in any
hi-heed b pr .(:numn er at any veriical
drillis clenis ¢ Lamiis-
Fion, isfon saali consider the cse
1'mu~1u‘ S Lo. ch spaciai prices simul{anes
ously witin tiie esiablisnment of o naliona
Dase prics pursusul Lo sus:, o ction {7y «{{
soction. Tie cost data fof any sack .»nvn-
co.b Licin clic.\ or verticnl d 2
B2 RoLiderrad hiv esiakll Ling or
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the national bae price. Tit.e Co:ami-sion
may designate one or aiese Lirhecost pros
duction arcus or deptits, nt l, pur.iant (6
subsection (1), it may ost Onod Or NNerd
high-cost rates 2 e Cu: o.ainoion finds
hat—

“{A) the curreat and nrosnective cosls of
production over the nent j-rcar period in
any such high-cost production ursa or depths
as designated by the Cor ionr are sub-
stantially above the cursent aid prospzctive
real costs of production upon which the na-
tional base price authorized under subsec-
tion (2) 1s based; and
T "(B) the production of new natural gas in
such designated high-cosi production areas
or depths promotes the public convenience
and necessiry,

“(2) The Commission shall authovize o
persont to charge o specind orice for new
liquefled, regasified, or syathietic naural gas.
Such special price may excead Li2 price au-
thorized under subscction (a) if suica person
establishes to the satisfactlon of the Com-
mission that (A) such liquefied or synthetic
natural gas production or rejasificalion pro-
motes the public convenience and necessiiy;
and (B) such speciil price s just and rea-
sonable.

“(3) (A) Any person receiving Commlssion
authorization to prodice, or Lo acquire from
an afiliate, such synthetic natural gas, may
include in its cost of service reasonable in-
terest expenses on borrowed funds and a rea-
sonable return on ecuity expended in con-
nection therewith during tlic construction
period of any plant construcicd and oparates
for the purpose of manufactunng synthetic
natural gas for sale.

*(B) Any such plant, any sales or irans-
portation of such synthetic nutural gas, and
any person owning and’/or operating such
plant shall be subjlect to—

“(1) the jurisdiction and authorily of
*he Commission under title I of this Act to

e same extent as if it were a hatural-gas
w—<ompany; and

*(ii) the provisions of this t.ile,
except that such jurisdiction shall not in-
clude the feedstock of such plant.

*(e) ExcerTiON.—(1) Tuo Commission
shall prohibit a producer of hew natural gas
from sclling such natural zas at a price au-
thorized in this section if—

*(A) such producer had ‘overed such
natural gas on Federal lands 2 years or more
prior to the date of cnactnient of this tille;
and

*“(B) such producer docs :ot establish to
the satisfaction of the Commission that it
was reasonable for him o have failed to
dedicate such natural gas o interstate com-
merce prior to the date of enactinent of this
title. .

“(2) A producer of new patural gas who
is prohibited by paragraph (1) from scliing
such natural gas at a price anuthorized under
this section shali only be permitted to sell
such natural gas in inteestaie commerce as
it 1t were old natural gas, and as if It had
been dedicated to interstate commerce as
of the date of enactment of this title. Such
a producer shall also be subject to the pro-
duction requirements of section 207(cd).

“(f) AppiTIONAL ADSTsTMINTS.—A prodicer
or small producer shall increase or reduce
the price at which Le sells naiural gas te
a purchaser by the foliowing factors:

“(1) a galhering ailowance as specified by
the Comunission for any gathering actually
performed Dby the preducer or small
producer;

“(2) the actual cosls of removing carbon
dioxide. water, suliur, or otiier impurities
incurrcd by the preducer or siraall producer
to deliver pipeline guality natiral gas;

(3) any amount aclually patd by a

wfoducer or small proaucer {or State or Fed-
eral production, severance, or similar taxes;

(4) a proportional sdjustmient for British

CONGRISSIONAL RI

thermal untt (Btu) cont: . fram a base of
ORC 10 d Btu's per et Fob of natural
£ at U0 deprees Fahirent nd 1173 pounds
per rguare wach pressure; ol

(L) an amount equal ‘o the
penaled vaiue of any at
any oiher fornd of compelnis
producer «r stnall producer.

(;z) ComMissioN Dasz Price Der
T10s5.—~11) Within 1

uncon-
e paymeniy or
ion paid to ihe

120 aays after (hie das
ol enactment of this title, the Commission
shall establish an initlal noc.onal base price
(to be retroaciive to Januu 1, 19736) for
new natural gas. The Coms ion shail re-
view and reestablish the aational bas? price
and any high-cost production bars price at
S-year intervals alicr the date of such initial
cistablisthment purswant to parazrapi
and (31, Any subsequent price so esta
shall apply culy to new ratural gas
delivered curing that S-yvear period.
“12) In establishing the initini n
base price of new aatural pgas and i

in esti.blishing subsequend rational and sub-
sequent hizn-cost production base prices, the
Commission shall consider with respec: to
new naturai gas in the relevant area current
and prospeciive real costs of produciion over
the nexi 5-year period, plus a reasonabie
riate of rciurn on investmeat which is con-
ducive {o attracting the capital necossary to
discover anda produce such natural gas.

*(3) In establishing any Lase price Jor new
natural gas, the Commission shall nrocesd
in accordance with the provisions of section
553 of tit.e 5, United States Code. Int addi-
tion the Commission shall aiford intercsted
persons an opportunity to present testimony
in oral heamnnugs, and it shall permit limited
cross-examination by represenlative parlics
on any issue of fact which the Commission,
in s diseretion, determines is material 4
such cross-examination is necessary and
appropriate in light of the time constraint
under paragraph (1).

“(h) CoNTRACT SANcTITY.—The Conumis-
sion saall not order a decrease in the price
of new natural gas with respect to any sale
therco! which is made pursuant to the ap-
plicable base price, or speciul prices, il any,
for new natural gas and winleih were in etfect
at the time such new natural gas is first
delivercd 1o the purchascr.

“(i) CosT PassTHROUGII.—The Commission

shall permiit the passthrough, on a dolinr-
for-dollar basis, of the cost of all new natural
gas incurred by any pincline unless such
costs exceed the applicable base price to-
gether with  any adjustmients or special
prices. if any, for new natural gas in whieh
case the Cemmission shall not permit suciz
passthirough the amount that excceds the
amount permitted under this title, b,

*1§) TRYATMENT OF OTIHIER Gas.——(l),\uw
date ol enactment of this tlitle, all sales of
natural gas in interstate commerce that are
not sales of old natural gas shali comply
with the provisions of this title conceriing
new natural gas.

*(2) Afrer the date of enactment of tiis
title, all dedications of natural gas in 1.°ra-,
state commerce shall comply with the piro-
visions of ihis Acl concerning new nhatural
gas.

“(3) Notwithstanding he protisions ol
paragraphs (1) and (2) and section C02;10),
of this title, any Federal agency, Sials, pol
tical subdivision of a State, Indian t:
bhands, or Alaska Natives may, with respect
10 new natural gas that they are entitied to
taken as a royally (not Lo exceed a combined
ana cumulative total of onc-cighih Interess
within any State), withdrww such zas from
interslate cominerce after deiiveries are com-
menced and may use or resell such cas in
intrastate commerce as new natiral zas,
Nothing in this paragraph shall restrict the
amount of rovaliles that may be taken by
any landowner.

“(k) Saarn Propuctr PRICING.—NOoSwitis

ORD —TY{OUSE
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slanding the provistons of sectiots 3 and 3
of this Act, = small produrer may &1 new
aatural zas in lutersin'e or intrast™Me cona-
aweree al o price th exceeds ihe price
authorized to be charged oy a producer pur-
suant to sub:ection (a) su long as such Price
does not exceed the applicable authorlred
price by more than 56 pereent except that o
small producer may not seli new natural gns
in interstate or intrasiate commerce at o
price that exceeds the price authorized to he
charged by a preducer pursuant to subuec-
von (a) it such new natural gas was dis-
covered by a producer, s determined by e
Com:nisston.
“IILING SEQU IREMENT

“See. 204, All purch s shall tle with
he Commassion all new navural was sales
coriracts, transier agreements, or any other
transler arcangements,

“OLD NATURAL GAS

“8ec, 205. The Com: on, notwithstand-
ing any other provision of law, shall no:
authorize an inerease In the price charged
by a producer or small producer of old nut-
ural gas ualess such an increase is neces-
Sary—

“(1} to cover the cost of nroduction (in-
cluding deeper drilling or reworking opera-
tions) of such old natural fas and to pro=
vide a reasonable rate of return on invesi-
ment to such producer or small producer;
or

“(2) Lo afford (A) such a producer a price
which s equal to a cost-based price which
the Comunission has auihorized a siwmilarly
situdted producer of olu natural gas; or (B
such a small producer a price that is equal
to a cost-based price which the Comamis-
sion Las authorized a similarly situated smuil
producer to charge for old natural gus.

“RESIDENTIAL AND OTI1ZKR SMALL US!

“SEeC. 206. (a) GeNcrar.—The Commission
shall—

“(1) require all pipelines to file separate
tariffs with respect to (A) old natural gas,
(B) new natural gas, and (C) synthetic or
liguefied natural gas in such form and man-
ner as o reflect the price and average an-
nual volumes of each whaich enter each
such pipeline:

“(2) requre all pipelires to give first pri-
ority for sales or transfers under the ap-
plicable taritf for old natural gas to local
disiribution comipanicz, to the extent such
old matural gas is availzble, to meet the
reqrirements of each such company's resi-
dential users and small users; and ’

“{3) promulgate rules 1o govern sales, ex-

changes, or transfers among pipelires and
sales, exchanges, or transfers to local dis-
tribution compan.cs served by mulliple pip--
lnes, to the extent necessary 10 achieve the
purpose of this seetion.

“(b) EnvorcrmrNT~It shall be untawiul
for local clistribution companies to charge
residential wsers and small users rales which
do nnt reitect the lesser cost of old natural
gas for such users.

“INCRUASING NATURAL GAS SUPPLIES

+C. 207, (a) (1) Proyry CERINICATION,.—
All applications, excepy where two or more
natural gas companies file competing aid
muinally exclusive applications under sec-
tion T(c¢) of this Act, for the consiructio:n
of pipeline facliities subject to the juriaiic-
tion of the Commissica sinall be decided by
tho Commisslon in accordance with para-
graph (2).

(2) The Comaissicn shail grant (with or
without conditang) or deuy such applica-
tions within 120 d ol the filing ol an
application, or willin 120 days alter the date
of enacimient of this titie in the case of ap-
plications pending befcre the Commission
on such Jdate, The 120-day j oriod shall com-
menee on the date ou whichh such upplica-
tions contain all of the Info-maticn regitired
by the Comimis.ion. If thr Commis.ion fails
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to grant or deny any sucl application withun
the appilicille 139-day por. o, the Commi -
sion shall be deemed v apyuroved suei

wplication as last s: i

“(b) EXeMPrTION.— ek Wding  any
other provision of law, 5 ol nes nutural
“a3 (exeept syntheotie licpureiied naturai
gas) by producers or 1 pro ducers may
be made without any ")pxl\'.dliﬁ.'. for a cer-
tificate of public canvenicnce and necessity
under section 7(c) of 1 Act and such sale
shall be made al a price pussuant tu the
applicable provisions of sectina 203.

“{c) Coninmon Canniig.—Aller u.\.c of en-
actment of this title thie Conlmission shail,
as & prerequisite to granting any certifieate
of public convenicnce aund Lieceasity for fn-
cllities for transporting or gatlibiering nabural
gas on Federal la require suUth tran: por-
tation and gnthcr!::'z acti.iivs 1o he commaon
carriers for use by any pipeiiite 10 transport
natural gas upon payment of a reasonable
iransportation fee. The Counnulssion shail
require other nawural pas gathering and
iransportation systems to operate on such
a common-carrier basis for tise by any pipe-
line Lo the extent thal surplus capacity is
available.

“(d) RESOURCE E\.'.\x.t:.ﬁmx.—-l'x estimating
the value of natura! gas on Vederal land,
for the purpose of uc»cx mining the suficiency
of any bid, the Sccretary ol the Interlor
shall utilize the appropriate appiicabic price
ceiling established by the Commission as
adjusted pursuant to scction 203.

“(e) DebrcatTioN ReEQumeMINTsS.—Afller the
date of enactment of this titie, all production
of ncw natural gas from Feoderat lunds shall
be sold or transferred to a pipeline.

“(f) ReseErvE INFORMATION.— (1} The Com-
mission §s further authorized and direcled to
conduct studies of the production, gathering,
storage, transportation, distribution, and sale

" natural, artificial, or syniietic gns, how-

er producced, throughout the Uiiited States
-4 its possessions whetaer or notl otherwise
subject to the jurisdiction of tine Commis-
sion, including the production, gathering.
slorage, transportation. distribution, and
sale of natural, artificial cr synthelic gas by
any agency, authority, or instrumentality of
the Uniled States, or of any Siaic or munici-
palily or political subxlivision ol a State. It
shall, insofar as practicabis, secure and keep
current information regarding the ounership,
operation, manage:ncat, and co.trol of all
Tacilities for production, gathering, storage,
transporiation, distribution, aad sale; the
total estimated natural gas veserves of fields
or reservolrs and the current utllization of
natural gas and the relationsair between the
two; the cost of production, eathering, stor-
age, transporialion, distribution, and sale;
the rates, charges, and contriacts in respect Lo
the sale of natura! gis and its service to
residential, rural, commmearcial aud industeial
consumiers, and other purciiasers by private
and public agenci and the relation of
any and all such facts to the development of
conservation, industry, conumerce, and the
national defense. The Commission shall re-
port to the Congress and iay publish and
make available the results of sindics made
under the authority of this subsection.

*(2) In making studies, vrestigatios
reports under this section, the Con
shall utilize, insofar as practicuble, the serv-
fces, studies, reports, faformation, and pro-
grams of existing departmenis, bureaus, of-
fices, agencies, and ouher entitics of the
United States, of the several & ates, and of
the natural-gas industry. Noihiig in this sec-
tion shall be consirued as wodilying, reas-
signing. or otherwize affoctin g a2 Investisa-
tive and reporting acti .::m. ditlles, powers,

d functions of any other dapariment, bu-

au, office, or agency in ui Faderal Govern-
ment. "

F “NATURAL CAS CONSURVATION

“Sec. 208. (a) GexNuy e Comny

shall by rule prohibit all 0 . fyo! u

an
i

e
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natural a5 in interstate an
weree i such use is not ta
:‘nr prier o January 1, 19.4,

than residential or small 1 ¢ un
;..-u..m.\ <y o user, the Co
nunes that—

*il) .dmru:ni\g cnerg 2, Othaer than
ciude oi! or praducts r wreirom or
propanc, produced in any State are not avail-
able to such user; or

"13) it i not feasible to uiilize suckh
natve {uels at the time of such Cor
determination,

*1h) Ixisring ConNuwnracTs.~—The Commis-
sion zhall promulgate, by ruie, a nntional
plan to proln It a4 s00nN as practicablce boller
fuel uee of natural gas juitialy contracted,
for prioz 19 Janhary L, by R ors Giler than
reside small user.. determin
piacti the Commission shail
sider  all ant  foctors, (ncuding
avanlalibily of alternative eac g
nrousteed i any State, other than crude oil
or products refined thereiron: or propane,
the abikiy to satisty applicable poliution
prevention standards when usiang siuch alter-
aative fuels, and the need to avoid imposing
ulnreasonabie cconomic hardships. The Com-
niission shali coordinate its activittes wilh
other Federa! agencies to assure that bYoiler
fuel use of natural gas by users othetr than
recidential or small users is ended w h
maximum practicable extent 10 years afier
the date ol eaanctment of this title. The
Commission shall also encourage conserva-
tion and more eflicient use of nataral gas by
all other users.

“(c¢) ProcrouniE—~In implementing the
provisions of this section wiith respect to
intrastate commerce, the Commission shall
appiy the provisions of seclion 17 of this Act.

*“(d) ErfFrct oNy Ornirer Laws.—Nothing in
this titie shali impair any requirement in any
State or Federal law perlaining to safety or
environmental protection. The Cummiision,
in determining feasibility or practicability,
where required by this section, shall not as-
sume that there will be any lessening in any
safety or environmental requirement estab-
lished pursuant to State or Federal law.

“NATURAL GAS CURTAILMENT

C. 200, (@) ESSENTIML AGRICULTURAL PUR-
POsES.~{1) Except to the extent that ratural
gas  suppiics  are required 1o maictain
aatural gas service to residential users, small
users, hospitals, and similar services and
products vital to public health and safety,
and notwithstanding any other provision of
law or of any natural gas allocation cr cur-
tallment pian in eflest under existing law,
the Commi~ion shall, by rule. prohibit any
interruption or curtailment of natural gas
and take siich other steps as are necessary to
ASUre 25 soon s practicable the availability
in interslite commerce of suflicient quan-
tities of natural gas for use for any essen-
tial agricuitural, food processing, or 'nckn;;-
ing purpotie {or which natural ::::\.v. s essen-
tial, including but not limited to irzigation
pumping, erop drying, use us a raw material
feeustock or process fuel in the production
e and  essential  agricultural
chemicais in existing plants ({or present cr
expanded capacity) and in new plants, The
Secrotary of Agriculiure shall determine by
rule the c.~ential agriculiural, food process-
ing, or packaging purposcs (othicr than boiler
fucl use of nawural gas) for whicsa natural
zas is essential. The Secretury of Agricul-
wure shall also certify to the Cmum::..lon tive
amoaunt of natural gas which is necessary
Tor such essential uses to meet reqiurenionts
for full domestic fcod production.

“(2) Notwithstanding any other provision
of law, any rcgulation promulzat ed by tie
Commission to implemens parazrion (1)
shall also apply wilth respect to ihe avail-
ability of natural gas sold in intrasiate com
merco in any State which the Comumii:
aelermines has not, within 18) days arser

s} (1
(‘nntr..f“»c
5 other
1.3, uipon
wa deter-

alter-
ision

"85

the date of enactment of thi. thds, &
action suustanuially consistent with the pur-
poses of this ! ubsceetion,

“(b) TaciLiry INErcoNs.. ClrinN%— Nul-
withatand the provisuiuns of scotion T of
this Act, 1he Commlssion nwuy, by ander n
accordance with this subseciion, direct any
Pipeline to catablish a phyaical interconnec-
tion between any & ccifiwed racility of such
pipaline and any spccll-cd facility of any
other such pipeline. The Commission shail
apporiion cquitably the costs of any sucia
interconneciion to the pipellne or piplines
Initially benoniting therelrony. Tne Commisz-
slon may issue such an order upon petition
of any natural-gas company, producer, smaj!
producer. or user. or appropriate  State
agency, or on its own notion, alter (1) pub-
lishiag o natice thereof in the Federal Roz-
isler: (2 aliowing intcrezied persons aa
opportunily to submit written data, views,
and arguments and providing an opporiunity
for a hearing: and (3) fin du.g (and publishe-
ing such finding togetirer with the reasons
therefor) that l.he establishment of such {n-
terconnection is in the publle interest fer
the purpose of facilitating the transportation
or sale of natural gas in the cvent that a
natural-gas supply emergency develops with-

n the serviee area of any plpeline aflected

by stich order. .

*(c) NATURAL-GAS SUPPLY EMERCENCY.—

The Comminsion m'\y declare that a natural-

223 supply emergency, as ascertained by tha
Commission, (-\lsts alon;; the transmission
rotttes or within the service area of a pipe-
line which ls unable or may be unable to
supply its residential users, small users, hos-
pitals, and other scrvices and products vital
Lo public health and safety, and other users
uzing natural gas as a raw matervial in uses
other than boiler fuel for which there is
no substitute, with the f.nounts of natural
gas determined by the Coinmission to be
necessary afier all porsible conservation
measures are laken to preserve public health
or safely or to avoid extreme economic hards
ship. Any such declaration shall state the
nature and extent of such supply emergency,
its lkely duration, and the remedial steps
proposed or ordered by the Commission io
dewd with such emergency. Whenever such
an emergency is declarcd, the Comimission
may, by order, direct any plpcline or pipe-
lines which is not itself experiencing such an
mergency to make specified deliverics of
natural uzas, directly or indirectly, to tha
pipeline which is experiencing such emer-
gency, The amount of natural gas
to be delivered pursuant to such order may
nod exceed the amount which such pipeline
can deliver without creating a comparabls
emergency or significant  unemployment
along ity own transmission routes or within
its own :scrvice area, A pipeline deliverin.g
natural pas pursuant to such an order shall
be compensated for such gas at a rate equal
to the highest rate at which natural gas is
sold for resale by such pipeline.' .

Sirce. 4. Section 2 of the Natural Gas Act
(15 U.S.C. 7T174) Is amended (1) by Inserting
in paragpraph (7) thereol atier “thercof,” a:d
before "but only inso{ar" the followins: “or
between w point upon Federal lands withiln
a State and any other puint,’™; (2) by insert-
ing in paragraph (3) thereof (A) after “gas™
and before “unmixed™ the following: “pro-
duced from a gas well or an oil well” and (B
by inscriing alter “Hatural” and before “aud”
the following: “synthetic™; and 3y Ly ine
serting the followln;; new paragraph:

"(10) ‘synihetic natural gas’ means gag
entering a pipeline or intrastate pipeiite or
local distribution company produced Irom
any source other than a gas well or an ail
well. As used in this paragrapa ‘intrastale
pipeline’ meaiis W person engaged in the
transportation by p:pclmc ol natural pas in
intrastate commerce.”. .
cC. 5. Section 20 of tiwc Natural Gua Act
(15 UKL, TV ica by aoaing as

specilied,
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SPY WARAZine ConK 2..:::0&‘.i:\.:cly
Jer dingering i, So do Victor AMarehestd and
John Murks and cher Trouly, for thor
campalga to identity " CIA personael. And
Philip Arnce, for his call to “neutralice™ CIA
operatives.

But they are not ithe only guiiiy ones.
There areolhiers, many others, Theie ace the
Journalisis who have fcasted on and profiled
by the exposure of the CIA, who have lakd
open inlelligence methodology, who have
drummed up criticisia of the agency to the
point of hysteria.

There are the congressional sclect com-
mittees, that have cariied out a public in-
vestigation of the CILA for a year but bave yet
to get down to the gul issues of agency re-
form and reécrganization, They have yet to
say a single word aboul the absurdly trans-
parent cover that most agency operatives
CArry overseas. 1

There is the Administravion, whiclhi has
failed to provide proper cover for CIA per-
connel—the Departnient of State, which in-
sists on identifying its own oflicers as an elito
within embassics. It calegorizes CIA oflicers
separately in ils departmental dirvectories,
and thus simplifies the task of fingering
them.

The terrovists had many accomplices. None
of us Is guiltless—neither those who held
their silence nor those who spoke out but
wero not persuasive enough.

We sent Dick Welch out to do a job for us—
to obtain intelligence on adversaries real and
potential—and then withheid the support he
neceded to cdo his job, or even to survive,

Maybe. just maybe, his death will have
some weaning. Maybe 1t will at last turn the
debate on the future of American intelli-
genco into a constructive dialog.

Maybe it will lead to a much-neecded re-
organization of the CIA. To improvement of
cover, To protection of information dealing
with intelligence methodology.

Dick Welch was a holder of the CIA's high-
est accolade, the inteiligence medal. He was
a first-rate public servant. Americans can
take pride in the way he lived his life and
learn some lessons from the way he met his
death.

1o mind,

HONORING OUR AMERICAN
INDIAN HERITAGE

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
man from Kansas (Mr. SHRIVER) is rec-
ognized for 5 minules.

Mr. SERIVER. Mi. Speaker, today I
introduced a bill to provide for the
striking of a commemorative medal hon-
oring the American Indian heritage. It
scems most appropriate to me during
this Bicentennial Year Lo recognize the
important historical, cultural and social
contributions which have heen made to
our Nation by these native Americans.

The commemoriative medals, which
would be siruck by the mint, would be
delivered to the Mid-America All-Indian
Center, Inc., of Wichita, Kans,, in Lime
for ils grard opening week, May "'i—.....
1576. Thic desipn for this aational meda
will be doane by Ilacibear Bosin, a well-

. known Kiowa/Coma:iche artist-in-resi-

dence atl Lhe Center.

Mr. Speaker, the Mid-Americi All-In-
dian Center, Ine,, directed by Jay ITunter
in Wichita, has been designated as 2
national DBicentennial aclivity by the
Amecerican Revolution Bicentennial Ad-
ministration.

It also has great significance to ihe
people of Kansas and Lo tiic native

‘Americans it scrves.

CON GRESSION gh &

ocated at the confluenee of the Big
:nd Little Arkansos Rivers in & priine
location in dowatcewn Wichita, the im-
piressive and new struclure housing the
Center was financed with a $2 bond issue
by the city of Wichita.

One of the primary goais of the Cen-
ter is to stimulate tne cducational and
cconomic advancement of American In-
dian people. It has implemented pro-
grams in the areas of manpower training,
health related services, social services,
and special programs for Indian arts and
cralls.

‘These programs, which will be ex-
panded as time goes by, are intended to
mect the nceds of the Indian people,
locally and nationally, and provide a
two-way bridze fcr education and un-
derstanding between Indian and non-
Indian cultures for the present and fu-
ture.

Many peonle have been involved in
working hard to achieve the creation and
operation of this Center, and I am
pleased to sponsor this bill which not
only will recognize the contributions of
American Indianrs Lo our national herit-
age, but will help further the work of
the Mid-America All—mdxan Center in
Wichita.

The SPEAKER pro tempore. Under a
praevious order of the House. the gentle-
man from Michigan (Mr, CONYERS) is
recognized {or GO minutes.

LMr. CONYERS addressced the House.
ITis remarks will appear hereafter in the
Extensions of Remarks.]

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
man from Texas (I4r. GONzALEZ) is rec-
ognized for 5 minutes.

[Mr. GONZALEZ addressed the Eouse.
His remarks will appear hereafter in the
Extensions of Remarks.]

CONTINUED REGULATION OI" NA-
TURAL GAS PRICES IS NEEDED

The SPEAKER pro tempore. Under a
previous order of Lthe House, the gentle-
man from Minncsota (Mr. FRASER) is
recoghized for 5 minutes.

MNir. FRASER. Mr. Speakey, the House
will soon consider natural gas legisla-
tion. Efforts are being made Lo substitute
permanent derciulation for cmergoncy
legislation, which was designed to deal
only with’shortages through the winter
of 1976-11.

The House Ccimuncrce Subcomimiltce
on Encrgy and Iower is how e:.u:z::ctl in
an exhaustive examination of sciutions
to our long-range natural gas problems,
It is wrong Lo bypass thie commitice
process and bring deregulation lenisla-
tion to the floor prematurely. The Coin~
merce Committee should have the oppor-
tunity through the record of ils current
process and bring dercgulation legisla-
tion dealing in a comprchensive fashion
wilh natural gas prices and supply. Only
in this way can we hope to get reasoncd
and sound legislation on an exceedingly
complex issuc.

RECORD — HOUSE

. bhanics are noncompetitive
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I have megcd the Eaergy and Power
Subcommilice 19 (aake nceded changes
in the presens a;htcm of natural gas
regulation. I Loigve that the Nzlion's
natural gas protlems can best be solved
by improving and extending Federal
requlation in such a way as to reinforce
the primary aim of the 1928 Natural Gas

Act, namcely: *“to protect consumers
azainst exploitation at the hands of na-
tural gas comipanies.”

There scems to mie Lo ke three possi-
Lilitiss as far as natural gas policy is
coneorned:

One. we go 62 as we have been, with
vanertainty of Juiure prices keeping new
o.ashoie gas e Nowing into interstave
pibelines and <iscouraging full develop-
mient of offshore resources.

Two, we dercegulate as the administra-
tion, the oil ard gas indusiry, my col-
league from Texas (Mr. KreGEr) and my
colleague from Ohio (Mr. BROWN) pro-
pose.

Or three, we establish a climate of cer-
Lainty under continued rcgulation, which
we would extend o the intrastate market
in order to close the wide gap in prices
that presently exiits between the inter-
and intrastate niarkets,

At the moment we have the worst of
these three possivle aliernatives as far
as the flow of gas supplies is concerncd—
although residential consumers remain
beller off than they would be under de-
regulation.

A great cffort is being made 1o show
that deregulation is the only solution to
tiie natural gas nroblemd. This cliim—
that the natural gas supply problem
would be solved Ly letting thie market-
place cetermine pr ce Ievels—rests on the
premise that workable com;.ctition exists
within the natural gas producing indus-
try.

This is simply not the case. Sales by
natural gas prolucers to pipeline com-
in both a
structural and functional scnse.

It nceds to be said in discussing the
natural gas industry that we are in fuct
cdiscussing the oil industry. The Icading
companies in both industries arc onc and
the same, and gas and oil-producing

operations cannot be reascnably sepa-

rated for purposes ol analysis.

In 1374, sales by the top cight natuial
2as producers miade up 60 to 99 percent
ol new contract sales to interstiMe pipe-
lines. Even more signiticant is the fact
that in an industry in which production
i5s regionalized, a very fow producers as
a rule dominale a given region.

The fact that power is concenirated
in this industry, ihat 85 percent. of gas
produced is controlled by about 25 major
companics, that the number of major
interstate pipciitie companies is few—24
to <0, I belicv (.—m unpor tant, kut less
important than e fact that the pas
marizct is not Iunctionnlly competitive.

Producers natucally want the highest
welliiead price they can get. That is how
a free market system works., But the cus-
tomers of the producers—the pipeline
cempanies—have no incentive to bargain
for as low a price as they can get. If pipe-
line companies were as interested in get-
iting lower pricecs as producers are in
geiting Lizher ones, then perhaps a free
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marketnlace could profect coustness
from prices higher than are needed, just,
reasonable. ‘

But tihe pipcilne companles Mu
through the entire cost of the gas the
purchase to their customers, who ‘or
the most part arc cantive customers.
The pipelines are asutely aware of the
dwindling nalurc ¢f the commodity
which they sell. Trey essentially make
their profit on thic use of their facilities
and not on markup of gas. These [acil-
ities—the pipelines themselves—repre-
sent a tremendous investmaent and make
up the largest part of coissumer gas bills,
So it is in the intercst of the pipeline
company to pay whatever price is asked
in order to get commitmont of gas o
its system.

Moreover, Lhie Lig interstate pipelines
more and more arc acquiring producing
subsidiaries in order to assure themselves
supplies. This gives them another incen-
tive to pay high prices at the wellhead.

Distributors too—private «as utility
companies—have bezun to acquire pro-
ducing assets. Washington Gas & Light,
for example, and the New York City
metropolitan distributors, wiio have
banded together for this purpose, are
investing in proddr-m" wells.

Natural gas, then, is & resource which
because of its mode of delivery to con-
sumers, because of thie fixed nature of
its assets, and because of the structure of
the natural gas industry itsclf, cannot be
priced on a free market basis.

Given this set of circumstances, a free

rket, or deregulation, would not give

a compelitive price.

4if regulation then is necessary, and I
firmly believe that in the natural gas
industry it is, ideal regulation would be
that which would stimulate competitive
market conditions. That is what regula-
tion of rates bascd on cost plus a fair
rate of return is. The aim of geod price
regulation is to sct the price of a com-
modity at the lowest level which will
bring forth adcquate supplies of that
commodity. That is what the FPC has
been doing for the last 20 years, but it
has been doing so incomple »cly—-—tlmt is,
only for inlterstate supplies—and there-
fore ineffectively. It has been doing so
against a background of resource con-
straints—constraints on supply which
price cannot influence. And perhaps most
important of all, it has becen regulating
in an atmospherc of expectation of im-
minent dercgulation.

Gas producers at present would have
more than adequale incentive to bring on
new supplies were they not Lolding out
for inccmparably larger gains under de-
regulation. The currvent sysiem guaran-
{ees producers a 15- to 138-percent re-
turn on investment, a guarantee given
to no other ‘American industry. Regu-
lated gas prices, with the ¥PC stretching
its price-cxpanding authority to the
ntmost, have risen at an average rate of
30 percent a year since the beginning of
the decade. For these same 5 years,
smregulated gas prices rose roughly 600

rcent.

-~ Published data—in the Federal Power
Commission News, November 14, 1975,
2 43—show that while the number of
successful exploratory gas wells dechmd
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silehtly from 1955 to 1''2 and then
picked up somewhat thro.psa 1974, the
number of developmental ° ~‘ls-—_n:1t 5
holes punched in the ground In arcos
where producers know tucre is sas—
dropped sharply. after 1960.

The inference is clear. It is only rea-
sonable to assume from these figures that
prodycers have probably been accumu-
lating supplies which can be brouzht on
tap once deregulation and o fourfold in-
crease in prices are in the cifing.

It is easy to find evidence of with-
holding oI supplies in expcetation of biz-
ger profits vipon deregulation. After all,
that is merely good business practice. It
is diffieult, however, if not impossibic, o
estimate the extent of such withholding.

At an FPC hearing in July 1973, for
cxainple. the Okmar Oil Co. asked for a
price ceiling twice as high as the existing
ceiling. In response to an FPC query as
to what the company would do if it were
denied its request, a company oflicial re-
plied:

he first thing we would Ao is look again
at the intrastate market, because that is the
obvious and quickest move. Thie second nle
ternative would be not to market the gas
at all . . ., And then we have a third alter-
native . . . Uncommitted gas rescrves iow
are apparently among the finest assets that
a company can have . . . We are being con-
tacted by other gas producing companies, in-
dependents and majors who . . . have ex-
pressed Ltheir willingness to bid on the come,
50 L0 specak, to take the pamble that the
reserves would appreciate in the ground.

Ancther company, Beleo Petroleum
Corp,, also asked the IFPC in 1973 for a
rate increase in the south Louisiana area
from 26 cents per thousand cubic feet
to 45 cents per thousand cubic feet.
The company president testified that 1[
the request were turned down—

Then we expect that both ourselves and
the rest of the industry wili defer a lot of
their exploratory drilling until they find out
what happens in 1977 *“(the year in which
thie area rate for South Louisiana was due to
ex;®e].

In seeking a solution to natural gas
problems, we must find a mechanism to
end the ability of the gas-producing com-
panies to withhold production in the
short term from the market.

We must also recognize the fact that
demand will continue to outdistance sup-
ply no matter what we do, and that
thercfore we need to apportion end-use.
The free market system—price ration-
ing—cannot do the job of priority allo-
cation, At present, in intrastate use of
gas, the largest part goes for boiler use.

H.R. 8392, the Natural Gas Proauc-
tion and Conservation Act, which my
colleaguc from Wisconsin (Mr. OzEY)
and I, along with 26 other Members have
introuuccd would rcmove disincentives
for production of natural gas and would
ab the same time assure adequale sup-
plics of gas at reasonable prices to resi-
dential consumers and other high-prior-
ity users.

Our bill would achicve these goals by:

First, setling a national ceiling on new
wellhead prices based on prospective
costs and capital-attraction nceds;

Second, drawing new onshore supplies
back to the interstate market by estab-
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lishing parily of price between inlrastate
and interstate new pas prices, and

Chird, severcly restricting industrial
boiler use of natural gas.

Yhen my colleajue f:om Wiscousin
(Mr. Osey) and I introduced H.R, §892
last July, we realized that the FHouse
Commerce Energy and Power Subcom-
miltee would be considering long-range
solutions to natural gas supply problems
as soon s it had completed work on the
Energy Conservation and Oil Policy Act.
Dut we felt that it was important at that
time to have a rallying point for :i:ose
who believe that deregulation would ke a
serious mistaie.

I wish to emphasize that we condilder
our bili a point of departure, that we
carnestly hope that the subcommiitce
will o on to draft legislation extending
and improving regulation of natural gas,
and that the House will permit them to
do so.

I cannot urge strongly enough that
Members reject any premature eflorts ot
this time ot push through permanent de-
regulation of natural gas.

THE GAO CAN TELL US WHAT IS,
AND WHAT IS NOT, HAPPENING
TO BEANK REGULATION

The SPEAKER pro tempore. Under «
previous order of the Xouse, the gcm.e—
man from Texas (Mr. PATMAN) is recog
nized for 20 minutes.

Mr, PATMAN. Mr. Speaizer, I have to-
day requested the Genceral Accounting
Office to conduct an immediate and full-
scale audit of ihe bank regulatory activ-
itiecs of the Federal Deposit Insutrance
Corporation, the Compiroiler of the Cur-
rency, and the Federal Reserve System.

It is important that the air be ciewred
and that the public and the Congress be
fully informed about all the ramifica-
tions of the “problem” banks which have
been reported in the national press in
recent davs. We need to know what is and
what is not happening on bank regula-
tion if we are to maintain the confidence

of the American people in the banking .

industry.

These recent disclosures have ended
whatever thin rationale the banking
agencies had for maintaining secrecy.
What we need now is a full-scale review
and an independent evaluation of the
situation—with particular emphasis on
the regulatory structure at the Federal
level.

I am aware that there are various ad-
ministrative and stalutory roadblocks to
gaining GAO access to documents and
reeords relating to this evaluation, but I
hope that the bankinz agencies will vol-
untarily cooperate. This is a national
problem and it is in thwe public interest
hat the gquestions which have been
raised about the banking system be
answered fully and I am convineced that
the bank regulators will want to co-
operate with the GAO audit.

Mr. Speaker, I huve written to
cach of the rgencics requesting thut thoy
make their records available to the GAO.
I am not asking that the GAO disclose
individual transactions, but that they
provide the Congress and'the public with
an evaluation of the performance o the
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DINGELL SUBSTITUTE FOR H.R. 9464
(As Passed by Full Committee
on December 2, 1975)

SECTION BY SECTION ANALYSIS

Sec. 2. Purpose

- to establish temporary (to April 15, 1977) emergency
authorities for minimizing the impact of natural gas
curtailments on employment, food production, and the
public health, safety, and welfare.

Sec. 3. Definitions

- principal definitions are:

~ essential user (Sec. 3(2)): as set by the FPC, a
user without an alternate fuel capability who needs
gas to avoid unemployment, impairment of food
production, or impairment of the public health.

- new natural gas (Sec. 3(5)): gas, other than from
the Outer Continental Shelf, which was not committed
to interstate commerce on September 9, 1975 (either
by contract with an interstate pipeline, or by
production from a reserve subject to a dedicated
reserve contract on that date).

- distressed interstate pipeline (Sec. 3(8)): as
established by the FPC, an interstate pipeline
unlikely to obtain enough gas to meet the needs
of its "essential users".

- supply emergency period (Sec. 3(9)): the period
from enactment to April 15, 1977.

Sec. 4. Access By Distressed Interstate Pipelines To Natural Gas

- within 15 days after enactment, FPC to designate, by order,
distressed interstate pipelines - this initial designation
may be revised upon petition or upon the FPC's own motion -
FPC has 21 days to rule on petition, and a failure to rule
is deemed a denial - FPC action on a petition is final
for purposes of judicial review. Sec. 4(a).
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Sec.

pipelines petitioning for designation as "distressed"
must show efforts to secure additional supply from
interstate sources and must show efforts to require its
existing suppliers to fulfill their contract and
certificate delivery obligations. Sec. 4(b).

during the supply emergency period (from enactment to
April 15, 1977), sales of new natural gas may be made
to any distressed interstate pipeline at any rate - the
rate is deemed "just and reasonable"” within the Natural
Gas Act. Sec. 4(c).

. Treatment of Rates or Charges In Excess of the National Rate

Sec.

rates for supply emergency gas in excess of the national
rate (i.e., the maximum rate set by the FPC for regulated
interstate sales) to be surcharged as a special operating
expense to all users other than residential, and small
commercial (any user using less than 50 Mcf/peak day),
users, and hence not fully rolled-in. Sec. 5(a).

distressed pipelines to report weekly on their supply
and deliverability status. Sec. 5(b).

supply emergency period new natural gas may not be delivered

to a distribution company unless the distributor agrees to
the surcharge accounting system established in Sec. 5(a),
except if the appropriate state commission finds the gas
would replace higher priced SNG or LNG. Sec. 5(c¢) and

"5(d).

. Relationship to the Natural Gas Act

Sec.

exempts supply emergency period new natural gas sales to
distressed interstate pipelines from the abandonment

provisions of the Natural Gas Act (Sec. 6(a) (1)), but not the

transportation provisions (Sec. 6(b)).

emergency sales deemed not to result in dedication of
reserves. Sec. 6(a) (2).

. Unenforceable Contract Provisions

to facilitate the sale in interstate commerce of
intrastate gas, anti-commingling contract provisions
are declared against public policy and unenforceable
during the supply emergency period.
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"~ Sec. 8. Production Obligations of Natural Gas Producers

the failure of a producer to comply with any contract

or certificate obligation to deliver gas to any interstate
pipeline during the supply emergency period is a violation
of enforcement provisions (Sec. 1ll1l) but not the penalty
provisions (Sec. 10) of the bill.

Sec. 9. Pipeline Interconnections

Sec. 10.

authorizes the FPC, by rule, to direct any pipeline to

interconnect with any other pipeline (Sec. 9(a)) - authorizes

the FPC to order any pipeline to transport supply emergency
period new natural gas purchased by a distressed

interstate pipeline (Sec. 9(b)) - exempts from FPC
jurisdiction any pipeline subject to this provision

which is otherwise unregulated (Sec. 9(c)).

Penalties

as established by the FPC, sets a civil penalty of
$10,000 per violation, with each day of a continuing
offense a separate violation. Sec. 10(a).

for willful violations, sets criminal penalties of
a $25,000 fine, five years imprisonment, or both.
Sec. 10(b).

Sec. 1l1l. Enforcement

‘gives Attorney General (at FPC request) power to seek

equitable relief and allows any person to bring a civil
action in a U.S. District Court. Sec. 1ll(a) and 11l (b).

makes the standard for judicial review of any FPC rule

or order an "arbitrary and capricious" standard. Sec. ll(c).

gives reviewing courts equitable (including TRO and
mandamus) powers on review of the FPC's denial of a
designation of distress. Sec. 11(d).

Sec. 12. Rulemaking

authorizes FPC to issue rules necessary to carry out
the bill.
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" Sec. 13 Effect on State Law

‘Sec.

- prohibits a State (or any political subdivision or
agency thereof) from barring distribution company
agreement with the Sec. 5 surcharge system.

14. Report

ERR—

- requires the FPC to report to the President and Congress,

by June 15, 1977: the volumes of new natural gas acquired
by distressed interstate pipelines during the supply
emergency period; the prices involved; curtailments of
those pipelines and the impact of emergency period new
natural gas purchases thereon; producer compliance with
contract and certificate obligations and distressed
pipeline efforts to obtain compliance; and distressed
pipeline efforts to secure interstate gas as a supplemental
supply source during the emergency period.
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PURPOSE
Sec. 2. The purpose of this Act is to establish tem-

porary emergency authorities for minimizing the detrimental

effects on employment, food production, and public health, .

safety, and welfare caused by natural gas supply shorlages.
DEFINITIONS

SEc. 3. As used in this Act

(1) The term “Commission” means the Federal Power
Commission.

(2) The term “‘essential user” means any exisling user
or class of existing users which user or class,of users sahsfies
criteria which the Commission determines carry out the pur-
poses of this Act. In establishing such criteria, the Commis-
ston shall consider— y

(A) (i) the availability of alternative fuels, on rea-
sonable terms and at reasonable prices, to such user or
olass of users as a substitute for curtatled supplies of
natural gas, and |

(ii) the evlent to which conversion to such alternative

fuel would require such user or class of users lo incur

unreasonable capital costs; and
(B) the significant impacts of curtailment of natural
gas supplies o such user or class of users, taking into

account the capability of such user or class of users to
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utiliz‘e alternative fuels and the costs associated with such
conversion, 'upon— |
(i) unemployment,
(1) domestic food produoction, and
(i) pwblz}; health, safety, and welfare.

(3) The term ‘“‘interstate commerce’ has the same
meaning as such term has in section 2(7) of ‘the Natural
Gas Act (15 U.S.C.717(a)(7)).

(4) The term “Quter Continental Shelf’ has. the same

meaning as such term has in section 2(a) of the Outer

' Continental Shelf Lands Act (43 U.S.C. 1331 (a)).

(5) The term ‘“new natural gas” means natural gas
which—
(A) was not committed to inierstate commerce.on
| September 9, 1975, and
(B) is not produced from lands located on the Outer
Continental Shelf.
Natural gas shall be considered to have been committed to
interstale commerce on September 9, 1975, tf—
(A) such natural gas was contractually obligated
to an interstate pipeline on September 9, 1975, or
(B) such natural gas is produced from a reserve—
(i) which reserve was subject to a dedicated

reserve coniract on September 9, 1975, or

)

g
EEgiE=

Ty

- TEY T

—— T
RN

(S PeNC N




22

e e e s g W 1S

1 (ii) production from which reserve: during a

2 fized term was subject to a dedicated production con-

3 tract on September 9, 1975, ‘

4 termination of which production was subject to the provi- .
5 sions of section 7 of the Natural Gas Aci.

6 (6) The term “person’” includes any governmental

T enlity.

8 (7) The term “interstate pipeline” means any person

9 engaged in the'trdnsporzation by pipeline of natural gas in
10 nterstate commerce' and subject to the jurisdiction of the
11 Commission under the Natural Gas Act (15 U SC 717
12 et seq.)

.13 (8) The term ‘“‘distressed inlerstate pipeline” - means

14 any nierstate pipeline (or a person acting on behalf of

15 such a pipeline) which the Commission, taking into account

16 any existing curtailment plan of such pipeline and the natural

e 4,

S WL,

b R

17 gas supplies projected to be available to such pipeline, deter-

»,,

£
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18 mines is, to a significant extent, unlikely to obtain supplies '

& gn
Nl
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g

19 of natural gas adequate lo meet the projected requirements of

Tt e

20 essential users supplied directly by such pipeline .or by any

o miacgs

21 person to which such pipeline supplies natural gas for pur-

{

22 poses of resale.

23 (9) The term “supply emergency period” means the

24 period which begins on the date of enactment of this Act and -
25 ends on April 15, 197Z
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(10) The term “national rate” means the mazimum
rate or charge for natural gas sales established pursuant
to the provisions of title 18, Code of Federai Regulations,
section 2.56(a).

(11) The term “local distribution company’ means any
person which purchases natural gas ’from an inlerstate pipe-
line for transportation, local distribution, and resale to nat-
ural gas users. |

(12) The term “small commercial user’” means any
user of natural gas, for other than residential purposes, who
uses less than 50 Mcf of natural gas per day on ‘a peak
day.

(13) The term “natural gas” has the same meaning
as such term has in section 2(5) of the Natural Gas Act

(15 U.S.C. 717(a) (5) ).

(14) The term ‘‘base volume”’, with réspect to a cus-

" tomer of a distressed interstate pipeline, means the volume of

natural gas which such pipeline certifies, pursuant to section

5(b) (1 ) (B), would be available to such customer.

ACCESS BY DISTRESSED INTERSTATE PIPELINES TO
NATURAL GAS
Sec. 4. (a)(1) Within 15 days after the date of en-
actment of this Act, the Commission shall, by order, designate
distressed interstate pipelines. Thereafter throughout the sup-
ply emergency period the Commission shall, as necessary,
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upon petition or upon its own motion, designate distressed
interstate pipelines.

(2) Within 21 days after filing of Vaﬁy petition by an in-

terstate pipeline requesting designation as a distressed inter- -

‘state pipeline, the Commission shall grant such pipeline

designation as a distressed interstate pipeline or deny such

pipeline such designation. Failure by the Commission to act

‘on any such petition within such 21-day period shall be

deemed a denial of such designation. Any grant.or denial

of such designation shall be deemed final agency action for

purposes of judicial review authorized by chapter 7 of title

5, United States Code.

(b) Any petition filed with the Coﬁtmission by any inter-
stale pipeline, which - petition requests the Commission to
designate such pipeline as a distressed interstate pipeline,
shall include a statement by such pipeline detailing—

| (1) the efforts such pipeline is pursuing and will

pursue, throughout the duration of the supply emergency

period, to utilize administrative and judicial remedies

available to it to assure compliance by any natural gas

supplier of such pipeline with the terms of any contractual

or certification obligation of such supplier to deliver nat-

ural gas to such pipeline at a prescribed or minimum
- rale;

(2) the efforls such pipeline is making and ‘ivill

. . .
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‘make, throughout the duration of the supply emergency
period, to secure additional supplies of natural gas from
sources, which have previously suppli;ad the interstate
market, under rules and procedures of the Commission
in existence on the date of enaétment of this Act; and
(3) certifying that such pipeline is not in violation of
the terms of any certificate of public convenience and
necessily issued by the Commission to such pipeline.
(¢) During the supply emergency period, sales of new
natural gas for resale in interstate commerce may be made
to any distressed interstate pipeline at a rate or ‘charge in
excess of the national rate. Any such rate or charge shall
be deemed a just and reasonable rate or charge and shall not
be subject to so much of the provisions of section 4(a) of the
Natural Gas Act which would otherwise pertain to the just-
ness and reasonableness of such rate or charge.
TREATMENT dF RATES OR CHARGES IN EXCESS OF THE
NATIONAL RATE
Ske. 5. (a)(1) The excess of any rate or charge made
pursuant lo a sale authorized by section 4(c) of this Aect
over the national rate shall not be included in the general
expenses of a distressed interstate pipeline for purposes of
establishing or revising such pipeline’s general schedule of
rates or tariffs. |

(2) Such excess shall be treated by such pipeline as a

|
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special operating ewpense and shall be passed through in
a special surcharge schedule of rates or tariffs, which sur-
chérge schedule of rates or tarijfs shall be applicable to ac-
counts, other than those of residential and small commercial
users, of customers which receive natural gas in volume
amounts in excess of such customer’s base volume.

(b)(1) During the supply emergency périod, each dis-

tressed interstate pipeline shall report to the Commission“

on a weekly basis—
(4) an estimate of the daily volumes of natural gas

(excluding any volumes of nalural gas available by

reason of the purchase of such gas by such pipeline

pursuant to the provisions of this Act) such pipeline
18 likely to have available for delivery to its customers;

(B) an estimate, by customer, of the daily volumes
of natural gas such pipeline is lLikely to have available
for delivery to each customer through application of such
pipeline’s curtailment plan to the daily volume of natural

gas (excluding any volumes of natural gas available by

reason of the purchase of such gas by such pipeline

pursuant to the provisions of this Act) such pipeline
estimates it 18 likely to have available for delivery to each
customer; and

(C) the daily volumes of natural gas delivered by

Cap S 4 g
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such pipeline to each customer during the. preceding
week, |

(2) The Commission shall establish procedures by
which distressed interstate pipelines shall comply with the
requirements of this subsection.

(3) 1 f'the curtailment plan of any distressed interstate
pipeline resulls in or provides for establishment of a seasonal,
rather than a daily, entitlement for any customer, the
estimate required by paragraph (1)(B) shall be calculated
by—

(4 ) dividing the remainder of—

(i) such seasonal entitlement, less .

(i) -the cumulative volume of natural gas de-
_ livered ta such customer by such pipeline during the
period to which such seasonal entitlement applies,
by the number of days rehzaining in the period to which
such seasonal entitlement applies; or |
(B) such method as the Commission may prescribe.

(¢c) Except as provided in subsection (d), natural gas
in volume amounts in excess of a local distribution company's
base volume may not— |
| (1) be delivered by a distressed interstate pipeline

to such local distribution company unless such pipeline

obtains an agreement from such local distribution com-
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pany to treat as a surcharge applicable to accouﬁt&, other
than those of residential and small commercial users,

: 'any surcharge rate or taryff charged such local distribu-
tion company by such pipeline pursuant to the require-
ments of subsection (a)(2); and |

(2) be accepted by a local distribution company

' unle&s such local distribution company treats as a sur-

charge ‘applic'ablé"io”accounts,»' other than those of resi-

dential and small commercial users, any surcharge rate

or tariff charged to such local distribution company
by such pipeline pursuant to the ’fequiremnts of subsec-

tion (a)(2). ~

( d) Natural gas in volume amounts in excess of a local |

distribution company’s base volume may—
(1) be delivered bya distressed interstate pipeline to
such local distribution company; and
(2) be accepted by a local distribution company;

without regard to the requirements of subsection (c), if a

State or local agency exercising regulatory authority over the

rates or charges of such local distribution company finds that

acceptance of such volume amounts in excess of such local

distribution company’s base volume would displace volumes
of higher priced synthetic natural gas or liquefied natural gas

and thereby reduce the rates which such local distribution
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company would otherwise charge residential and small com-
meréial ‘users.
RELATIONSHIP TO THE NATURAL GAS ACT
SEc. 6. (a)(1) The provisions of section 7 of the

Natural Gas Act relating to abandonment of facilities or

‘service shall not apply to any sale of new natural gas to a

distressed interstate pipeline delivery of which new natural
gas to such distressed interstate pipeline occurs only during
the supply emergency period.

(2) Natural gas reserves, from which new natural gas

“subject to any such sale is produced, shall not be deemed dedi-

cated to interstate commerce by reason of such sale and the

provisions relating to abandonment of facilities or services

of section 7 of the Natural Gas Act shall not apply to any

such reserves solely by reason of such sale.
(b) Except as otherwise provided in this Act, provi-
sions of the Natural Gas Act shall apply to the transporta-

tion or sale of new natural gas subject to the provisions of

“this Act to the exlent that the provisions of the Natural Gas
20

Act are applicable otherwise to such transportation and sale
under the terms of such Act.

PUBLIC POLICY—UNENFORCEABLE CONTRACT PROVISIONS

SEc. 7. (a) It is hereby declared to be the public policy -

of the United States to facilitate during the supply emergency

e
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period the resale of quaniities of natural gas, in excess of a

purchaser’s requirements or the requirements of such pur-
chaser’s normal customers, lo distressed interstate pipelines.
- (b) Contractual provisions prohibiting the commingling

of natural gas subject to such contract with natural gas sub-

ject to the jurisdiction of the Federal Power Commission are

hereby declared against public policy and unenforceable with
respect to natural gas delwered to a distressed interstate
pipeline, during the supply emergency period, pursuant to
the provisions of this Act. |
PRODUCTION OBLIGATIONS OF NATURAL GAS PRODUCERS
SEec. 8. During the supply emergency period, the fail-
ure by any producer of natural gas to comply with the terms
of any contractual or certification obligation of such pro-
ducer to deliver quantities of natural gas to any inlerstate
ppeline at a prescribed or minimum rate shall be a viola-
tion of this Act which shall be subject to the provisioﬂs of
section 11, but not the provisions of section 10, of this Act.
PIPELINE INTERCONNECTIONS

Sec. 9. (a) To carry out the purposes of this Act, dur-

.'észg the supply emergency period the Commission may, by

rule, direct any pipeline to establish a physical interconnec-

tion between any specified facility of any such pipeline
and any specified facility of any other pipeline. The
Commission may apportion the costs of any such inter-

connection and any such apportionment shall be equitable.
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ﬁil:,: 1 (b) The Commission may order any pipeline to trans-
port new natural gas purchased by a distressed interstate
- pipeline pursuant to the provisions of this Act.
(¢) Compliance by any pipeline with any rule or order
issued pursuant to the authority of this section shall not sub-
- ject such pipeline to regulation as a common . carrier under

any provision of State-or Federal law. Compliance by any

o0 -1 & o H~ w oo |

pipeline with any such rule or order shall not subject such
9 pipeline to regulation under the Natural Gas Act if such
10 pipeline és. not otherwise subject to such regulation.

11 - PENALTIES |

12 Sec. 10. (a)(1)(A) Any person determined by the
13  Commission, after notice and an opportunity for a ;Dresenta-
14  tion of views, to have violated any provision of this Act or
15 any rule or order promulgated pursuant to the authority of
16  this Act, shall be liable to the United States for a civil penalty

17 of not more $10,000 for each violation; and if any such
18  wviolation is a continuing one, each day of violation shall con-
19 stitute a separate offense. The amount of any such penalty
20 shall be assessed by the Commission by wriilen notice.

21 (B) In determining the amount of such penalty, the
22 Commission shall take into account the natire, circumstances,
23 extent and gravity of the violation committed and, with re-

24 spect to the person found to have commitled such violation,

25  the degree of culpability, any history of prior offenses, ability
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32 |
to pay, effect on ability to continue to do business, and such |
other matters as justice may require.

(2) Such civil penalty ‘may be recovered in an action
brought by the Attorney General on behalf of the United
States in the appropriate district court of the United States
or, prior to referral to the Atlorney General, such civil pen-
alty may be compromised by the Commission. The a:mo.unt‘
of such penalty, when ﬁﬁally'determined (or agreed upon
in compromise), may be deducted from any sums owed
by the United States to the person charged. All penalties
collected under- this subsection shall be deposited in the
General Fund of the T'reasury of the United States.

(b) Any person who willfully violates any provision of
this Aot or any rule or order promulgated pursuant to the
authority of this Act shall be fined not more. more than
$25,000, or imprisoned for not more than five years, or both,
for each such willful violation.

ENFORCEMENT

SEc. 11. (a) The Atiorney General, at the request of -
the Commission, may bring an aclion against any person
tb redress any violation of a provision of this Act, or any rule |
or order promulgated pursuant to the authority of this Act.
Any person may bring a civil action against any other person
alleging a violation of any provision of this Act or any rule

or order promulgated pursuant to the authority of this Act.
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(b) The district cour.té ’of the United States shall have
jurisdiction with respect to any civil action brought under
subsection (a). The court shall have the power to grant such
equitable relief as is necessary to prevent, restrain, or redress
the effect of such violation, including declaratory judgment,
mandalory or prohibitive injunctive relief, and interim equi-
table relief,. and the courts shall further have the. power 1o
award (4) compensatory damages to any injured person or
class of persons, (B) costs of litigation including reasonable
atlorney and expert wilness fees, and (C), whenever and to
the extent deemed necessary or appropriate lo deter future
violations, punitive damages. .
“"“(c) A rule or order promulgated pursuant o the author-
ity-of this Act or any determination or designation made by

the Commission pursuant lo the authority of this Act is sub-

~ ject to judicial review to the extent authorized by, and in ac-

cordance with, chapter 7 of title 5, United States‘ Code,
except that {A) the second sentence of section 705 thereof
is not applicable, and (B) the appropriate court shall only
hold unlawful and set aside such a rule, order, determination
or designation on a ground specified in subparagraph (4),
(B), (C), or (D) of section 706(2) thereof. In the case

of any appeal by any intersiale pipeline from any denial

of designation of such pipeline as a distressed interstate pipe-

line, the reviewing court shall have jurisdiction under this
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Act to grant such equitable relief, including mandamus to

‘the Commission, as such court deems necessary, except that

34

such court shall not have jurisdiction—

(4) to issue an ex parte temporary restraining :

order, or

(B) to restrain or enjoin any Commission action

. other than the denial of designation of such pipeline as

a distressed interstate pipeline.

SEc. 12. The Commission is authorized lo issue rules
and orders which the Commission determines are necessary or

appropriate to carry out the purposes of this Act.

- SEc. 13. No law or regulation of any State or political

subdivision thereof, or of any agency or instrumentality there-

to treat, or from treating, any surcharge rate or tariff charged
to such local distribution company by a distressed interstate
pipeline pursuant to the requirements of section 5(a)(2)
.as a surcharge applicable {o- accounts other than those of
residential and small commercial users. Nothing in this
Act shall affect the authorily of any State, political subdivi-
sion thereof, or of any agency or instrumentality thereof, to
regulate the application of any such surcharge rate or tariff

to accounts other than those of residential and small. com-

mercial users.

RULEMAKING

‘BFFECT ON STATE LAW

- of, may prohibit a local disiribution company from agreeing
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REPORT
- SEc. 14. Not later than June 15, 1976, the Commis-
sion shall report to the President and the Congress with
respect to: the volﬁmes of new natural gas purchased or ac-

quired by distressed interstate pipelines during the supply

- emergency period; the prices at which such gas was pur-

chased or acquired by such pipelines; the extent of cur-
tailments experienced by each such pipeline during such
period; compliance by producers of matural gas with the
terms of any contractual or certification obligation to deliver
natural gas to interstate pipelines at prescribed or minimum

rates; the extent to which interstate pipelines have pursued

administrative and judicial remedies to compel compliance by

natural gas producers with the terms of any contractual or
certification obligation of such producers to deliver quantities
of natural gas to interstate pipelines at prescribed or minimum

rales; the efforts of interstale pipelines {o secure additional

. supplies of natural gas under the rules and procedures of the

Commission in existence on the date of enactment of this Act;
and the effectiveness of this Act in reducing levels of curtail-

ments and in reducing the adverse economic and employment

© consequences of curtailments which would have occurred if

supplies of new natural gas had not.become available to

interstate pipelines pursuant to the provicions of this Act.
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~ [COMMITTEE PRINT]

DecEMBER 1, 1975

P H. R, 9464
A BILL

To assure the availability of adequate supplies
of natural gas during the period ending
June 30, 1976.

By Mr. Dincere and Mr. Staccers

-BerrEMEBER 9, 1975 :
Referred to the Committee on Interstate and Foreign
Commerce
Novemzer 20, 1975

As reported by the Subcommittee on Energy and
Power
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Natural Gas Facts and
Figures for 1974%

This report shows the sources and dispostion of natural gas volumes

in the United States during 1974.

A schematic diagram provides a general picture of how gas flows from the

supply source to the end-use customer.

Information is provided on average wellhead interstate and intrastate gas

prices, city gate prices (wholesale) and end user prices (retail).

A description of the several types of sales not regulated by the Federal

Power Commission is also provided.



1.)

2.)

3.)

4.)

5.)

6.)

7.)

8.)

10.)

11.)

12’)

13.)
14.)

15.)

Table 1

BUREAU OF MINES TERMINOLOGY ASSOCIATED WITH NATURAL
GAS PRODUCTION AND 1974 VOLUMES (MCF)

Gross withdrawals
Minus
Repressuring

Equals

Net withdrawals
Minus

Vented and Flared

Equals
Marketed production

Plus

Withdrawals from storage :

Plus

Imports

Equals

Total Supply

Minus

Lease and Plant Fuel

Minus ’
Extraction losses

Minus

Tgansmission losses
Minus

Pipeline fuel

Minus

Injected into Storage
Minus

Exports

Equals

Deliveries to consumers

»
.

22,849,793

1,079,890

21,769,903

169,381

21,600,522

1,700,546
959,284
24,260,352

1,477,386
887,490

288,731

668,792

1,784,209
76,789

19,076,955

Gas withdrawn from oil and gas wells

Gas injected into the reservoir in order
to increase recovery

Includes direct losses on producing
properties and residue blown into the air.

Volume delivered to processing plants,
sold to pipelines or sold directly to
end~use customers by producers.

Gas withdrawn from storage reservoirs.

Fuel used on leases or im processing
plants

Volume shrinkage resulting from extraction
of natural gas liquids

Gas lost or unaccounted for in the
transmission process

Fuel used by pipeline for compressors,
etc.

Gas injected into storage reservoirs



In 1974, 24.3 TCF of gas supply was available, of which 79 percent was
delivered for end-use consumption. The remaining 21 percent was used

for exports, used for repressuring, extraction of natural gas liquids, fuel,
or was reported as lost and unaccounted for during transmission.

DISTRIBUTION OF NATURAL GAS: 1974

In 1974 the 19.08 TCF of natural gas reported as delivered was distributed
as follows:

TABLE 2
1974 End-use Distributions of Natural Gas (TCF)

Total Residential Commercial Industrial Electric Utilities Other

19.08 4.79 2.26 8.31 3.43 0.29

Other: The category other is defined as deliveries to municipalities, public
authorities, street lighting, etc.

- NATURAL GAS TRANSMISSION SYSTEM

Figures 1 traces the flow of natural gas from the sources of supply to end-use
deliveries.

INTERSTATE AND INTRASTATE PRICES

Most of the contracts for the purchase of gas by interstate pipelines from producers
are for terms of 15 to 20 vears. The price distribution of old interstate contracts
as of 1972 (latest year available) are as follows.

TABLE 3
Price Distribution of 0ld Gas Contracts~Interstate Gas
(1972)
Price ¢/MCF % of Gas Price ¢/MCF % of Gas
Over 31 5.3 17.01-19 17.6
29.01-31 1.2 15.01-17 9.2
27.01-29 4.7 13.01-15 4.7
25.01-27 10.0 11.01-13 2,7
23.01-25 3.7 ‘ 9.01-11 .03
21.01-23 ’ 21.3 below 9 .01

19.01-21 19.3
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Interstate gas volumes are classified as old gas or new gas by the FPC

for producer price regulation purposes. 1In 1974, the ceiliﬁg prices for

old gas werestill on an ;rea basis and ranged from 11¢ per Mcf to 28¢ per Mcf,
the base ceiling price for new gas sold for resale to interstate pipelines
was 42¢ per Mcf and the average price for all gas purchased by interstate
pipelines from domestic producers was 27¢ per Mcf. The avefage price for
intrastate gas, not subject to the FPC's jurisdiction is estimated to be

37¢ per Mcf. These prices along with transportation and distribution

mark-ups to end-users are presented in Figure 2.



Storage Injec.

tions, Fuel Use

and Losses®*
§,200

Total

Supply”
24,300

Deliveries to
Consumers

19,100

and imports.

Overview— U. S. Natural Gas System [Bcf}

Pipeline
Transfers
Industrial
600
Interstate Direct
Pipelines Consumers
12,400 1,000
Utilities & Other
400
Residential
. 3,500
Commercial
Locat 1,700
| Distributors
— .40 Utilities & Other
Supplementary ! 1,600
Supply
. . Industrial
Pipeline e 4,600
Transfers
Intrastate Pipe- ,—' '"%"1’;6"‘
lines & Producenrs) Cog;refg;u *
b u
et " L Utilitles & Other
— 1,700
Residential
Local l— 1,300 N
Distributors
Commerciat
Supplementary I 600

Suppiy

Supply includes U.S. marketed production, withdrawals from storage,

#* Gas for such purposes as lease and plant fuel, pipeline compressor .
fuel, extraction loss, and transmission losses.

Source:

Based primarily on data from '"Natural Gas Production and

Consumption: 1974" (Washington, DC: Bureau of Mines, Mineral Industry

Surveys, 1975).

Note: Divisions between interstate and intrastate volumes are estimated.




FIGURE 11
1974 PRICES OF NATURAL GAS
AT VARIOUS STAGES OF THE PRODUCTION
TRANSPORTATION AND DISTRIBUTION SYSTEM

($/MCF)
Interstate Price(Wellhead)* v Intrastate Price(Wellhead)
Average Gas Price $.27 Average Gas Price $.37
(FPC) \ (Estimated) _—-

ESJ e o T

[ Y Ut

National Average
Wellhead Price

| $.30(BOM)
i
]
_I - _
g Average
i Transportation
& gost
;' $.30
| (Estimated)
\\i// L
i
S, /A -
National Average
ey
7 . FPC ~
gL s ~\
SR U ..A-"_'.‘». [T \‘/ . _ .. \\"\ - 1
National Average 'National Average National Averagej -
Residential | Commercial Industrial
$1.45 $1.13 $.69
RGN __(ac) (AGA)

e e e

*Note: TIn 1974 the national base ceiling price for natural gas regulated
by FPC was 42¢/Mcf. 01d gas was regulated on an area price ceiling
basis with rates ranging from 11¢ (Oklahoma Other Area) to 28¢
(Appalachian area). The FPC reports that the weighted average
initial price, inclusive of adjustments, for new intrastate contracts
for the period 1-1-74 to 1-1-75 was 92¢ per Mcf.




Description of Types of Sales Not Regulated by FPC

There are several types of sales by producers where it is recognized
that the Federal Power Commission has no jurisdiction. Such sales do not
require FPC certification nor is the producer's price controlled, either
directly or indirectly. These sales are:

1. Direct sales and delivery by a prpducer to an end-user or distributor
for consumption within the state of origin.

2. Sales and delivery directly to an intrastate pipeline, i.e., a
pipeline which purchases and sells all of its gas within the state where the
gas is produced.

3. Sales to a natural gas processing plant within the state of origin
for redelivery to (1) or (2) above.

4., Sales to an interstaie pipeline company but with delivery into
separate pipeline systems from which all gas is consumed within the state
where the gas is produced i.e., an intrastate system operated by an interstate
pipeline.

In addition, there are sales by producers to interstate pipelines under
certain conditions over which the Federal Power Commission has not in the past
asserted jurisdiction, either directly or indirectly. These sales are:

5. Sales to an interstate pipeline where the gas is delivered at a
point on a branch line within the state where the gas is produced and all of
the gas downstream from the point of delivery is consumed within the state.

6. Sales to an interstate pipeline where the interstate pipeline terminates
in the state where the gas is produced and the gas picked up in the state is
consumed in the same state i.e., the pipeline downstream of the point where this

gas is purchased does not cross the state line.

P
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The regulatory status of sales under these conditions is currently
under review by the Commission in several individual pipeline cases. The
pipelines resell such gas under the terms of their FPC Tariffs, i.e., at
FPC regulated prices. The question befofe the Commission is whether the
full unregulated'prices paid under (5) and (6) type purchases should be
rolled in with the regulated purchased gas prices in determining the proper
purchased gas cost allowance for rate making purposes, e.g., incremental rates.
Thus, the Commission may in the future exert indirect control over the field
prices for such sales.

The FPC may also exert indirect control over the field price of gas
under certain conditions through its certification procedures. This occurs
under the following conditions:

7. Direct sales by producers to end-users, distributors or intrastate
pipelines within the state where the gas is produced and the gas is transported
through an interstate pipeline.

8. Direct sales by producers to end-users outside of the state of origin.

Under these transportation conditions, the FPC may consider the field price
of the gas in determining whether or not the transportation of such gas is in the
public interest and whether a Certificate of Public Convenience and Necessity
should be 1issued.

The FPC exerts direct control over producer's wellhead or field prices
where:

9. The sale is made to an interstate pipeline and delivered into a
system from which all or any portion of the gas in the system is transported

and sold outside of the state of origin.
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10. The sale or delivery of the gas is made to a natural gas processing
plant or to another producer for resale or redelivery ﬁo an interstate pipeline
as in (9) above.

The varying degree of control exerted by the FPC upon producer gas prices
is roughly reflected in the statistics collected by the FPC. The Commission
does not collect nor publish data pertaining to the intrastate sales by pro-
ducers that are considered non-jurisdictional (1, 2 and 3 type sales) except in
limited and infrequent cases, e.g., reports of intrastate contracts by interstate
companies. Intrastate sales to an interstate pipeline, whether definitely
intrastate (Type 4) or ''questionably" intrastate (Types 5 and 6), are collectéd
and included in the published FPC statistics. The volumes involved are not
generally reported separately but instead are included in the total purchased

gas and sales figures. Sales of the "indirectly controlled” (Types 7 and 8)

appear in the FPC statistics under the category "Gas Transported For Others.'
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EXECUTIVE SUMMARY

Deregulation of natural gas yields higher prices and higher nrices
bring forth higher production. Current legislation has artifically
created two separate but interdependent markets for natural gas.
Without deregulation, the interstate consumers of natural gas will
bear a disproportionate share of the burden of aeclining production.
Under present regulation the absolute quantity of natural gas con--
sumption in the interstate market would decline by 43 percent while
the quantity available to intrastate customers would increase by

29 percent.

Projected Natural Gas Production

If natural-gas wellhead regulation continues at current real prices,
total domestic natural gas production would decline from the 1974
Tevel-of 21.6 TCF to less than 18 TCF by 1985. If regulations are
combined with a national price ceiling of $1/MCF, production would
reduce to less than 16 TCF. However, if new contracts are deregulated,
FEA estimates that 1985 production could rise to 22.3 TCF. Forecasts
of domestic production and sales to the interstate market under

several legislative alternatives are summarized in Figure 1. These various

bills and the associated production estimates imply different costs
to "the consumers, create different regional imbalances, and can

affect the 0il import position of the United States. To the cxiuant
that gas shortages are translated into oil consuwption, o0il imports

- will increase. The difference between deregulation and continued

regulation could be as much as 2 million barrels per day.

Cost of Deregulation

Short Term: While the long-run impacts of natural gas deregulation
are important, the short-run effects in 1976 include higher costs. For
example, FEA estimates the 1976 impact of the Pearson-Bentsen bill to
be a total cost of $5 billion to $6 billion.

Long-Term: FEA estimates of the long-run impact of gas deregula-

~tion on residential fuel bills are computed for several of the proposed

legislative actions pending before Congress. Figure 2 shows the 1930
and 1985 Annual Residential Fuel Cost for several of the pending bills.

The Annual Residential Fuel Cost in 1935 is lowest under the Pearson-
Bentsen Bill because of the impact of incremental pricing, lowering

the first cost to the consumer but increasing the cost to the industrial
sector. To the extent that increased industrial costs are passed
through; the total costs to all consumers will be comparable to the other
bills.



Interstate and Intrastate Sales

The various legislative options provide for markedly different long-run
impacts on the interstate market. The current regulations have con-
tributed to a reduction of interstate sales from over 13 TCF to 1i.6
TCF in 1974. This reduced supply has caused an increase in the
estimates of gas curtailments and the extension of supply interruptions
to higher priority users. Continuation of current regulations would
reduce interstate sales to less than 7 TCF in 1935 while increasing
intrastate sales from 7.2 TCF to 9.3 TCF. The alternative deregulation
proposals will maintain or increase sales to the interstate market
without reducing the levels in intrastate sales.

ii
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FIGURE 1

NET MARKETED NATURAL GAS PRODUCTION UNDER VARIOUS POLICIES*:
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* Intrastate sales are the difference between total
net marketed production and interstate sales.



FIGURE 2

ANNUAL RESIDENTIAL FUEL BILL
(CONSTANT 1975 $/YR)
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NATURAL GAS DEREGULATION ANALYSIS

1. Iﬁtroduction

This technical paper presents a quantitative analysis of issues
associated with natural gas deregulation. The rnajor analytical

topics addressed are the impact of prices on natural gas supply,
estimates of the impact of current proposed natural gas deregulation on
the total residential fuel bill and the residential natural gas fuel
bill, and estimates of the total cost of deregulation to the consumer
in 1976. The impact estimates include only gas consumption from
domestic sources, excluding liquified natural gas, synthetic fuels

and imported natural gas. Thus, total gas consumption from all

sources will be above that reported in this paper.

This paper is the latest in a series of preliminary documents addressing
this subject. The series of revisions have evolved with the improve-
ments 1in the underlying data base and methodology. This is the first
revision to fully incorporate the estimates developed in conjunction
with the revision of the Project Independence studies.

2. Impact of pricé§ on Natural Gas Supply

Prior to the preparation of the first Project Independence studies,
the major sources of information regarding the potential supply of
natural gas were found in the forecasts of the Federal Power
Commission, the estimates of the Natural Gas Potential Supply
Committee, the TERA Modeling System of the American Gas Association,
the MacAvoy-Pindyck Model developed by researchers at MIT, and the
0il and gas model of the National Petroleum Council. The Federal
Power Commission forecasts and those of the Natural Gas Supply
Committee did not derive from formal models and the TERA and MacAvoy-
Pindyck system did not contain the necessary regional detail avail-
able in the National Petroleum Council Model. Therefore, the Federal
Energy Administration began an effort to modify the National
Petroleum Council model to permit integration into the overall
Project Independence studies.

The revised supply model produces estimates of natural gas production
which recognize the difference in costs and, therefore, prices of
producing from reserves of different size and quality. This price
sensitivity is essential in evaluating the impacts of fuel competition
or in assessing the potential supply results from gas price
deregulation.

The revision of estimates for Project Independence is completed within

- FEA. This section presents estimates of these revised gas supply
" figures, explains the methodology of development, and compares the FEA

* forecasts to other estimates that are available. These figures indicate
the importance of prices in determining potential gas supply and
tndicate the impacts of continuation of price regulation below market
clearing levels. The effects of alternative regulatory structures are
discussed in more detail in sectioni.



The prices discussed in this section refer to new gas prices at the
wellhead. Since old contract prices can continue in effect, the costs
to the consumer could be correspondingly Tower.

2.1 Natural Gas Supply

If new natural gas prices are deregulated and real uncontrolled oil
prices remain at their current level, FEA estimates that total
domestic production will be 22.3 TCF in 1985 at a wellhead price of
$2.13. If full deregulation does not occur and new natural gas prices
are set at $1.00/MCF at the wellhead, this supply estimate could drop
to 15.8 TCF. The sensitivity of these aggregate estimates are
displayed by separating the discussion into the contribution of

total supply that comes from gas wells (non-associated gas) and that
which comes from wells that primarily produce 01l (associated gas).
The historical production of non-associated and assoc:ated naturai
gas appear in Table 1.

Table 1

Historical Production of Associated and Non-Associated Production {TCF)

Associated* Non-Associated*
" 1966 ** 4.6 12.9
1967 4.7 13.6
1968 4.6 14.7
1969 4.8 15.9
1970 4.8 17.1
1971 5.0 17.1
1972 4.8 17.7
1973 4.8 17.8
1974 4.2 17.1

*Pre]1m1nar net production

*% '
ggrgga1 eserBQ;OSftEr&%gﬁoll Natural Gas Liquids and Natural

Gas in the United States and Canada and United States

Productive Capacity as of December 31, 1974. - Volume 29,
May 1975. Ameri: fg Gas Asson ??u?gn t



Previous to 1966, separate production estimates for non-associated and
associated gas were not reported. However, estimates of additions to
reserves to proved reserves are reported and appear in Table 2. This

table shows that in 1967, when FPC price requlations became a constraint (or
binding), proved reserves peaked and have been declining since then.

Except for 1970, additions to reserves have been declining since 1967.

It is felt that the decline since 1967 in both additions to reserves

and proved reserves is a result of the FPC price conirols which while
implemented in 1954 revised in 1961 and became a binding conc-aint in the
19565-1967 period.

Non-Associated Gas

The FEA model and assumptions produce estimates of natural gas produc-
tion for 12 01l and gas producing regions. The actual production from
these regions depends upon a number of factors including demand,
relative transportation costs, leasing rates, and uncertainties about
the total available supply of gas. Non-associated gas production in
1974 was 17.1 TCF. ‘Under the FEA business as usual conditions (BAU), the
national production possibilities as a function of price are depicted
in Table 3. Non-Associated production at the lcwest price examined,
$1.00/MCF, is 13.3 TCF in 1985. At the highest price, $2.80/MCF, the
figure rises to 18.1 TCF. In 1990, the range is even greater, going
from 8.8 TCF to 17.9 TCF for $1.00 and $2.80 respectively.

Tab3e33.1ndicates the effects of depletion and the changes in
pro@uct]on over time as a function of price. This phenomenon is
depicted in more detail for selected prices in Figure 1.

L
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Table 2

ANNUAL ESTIMATES OF PROVED NATURAL GAS RESERVES IN THE UNITED STATES, 1945 THROUGH 1974, TOTAL ALL TYPES

(TCF)
Year “Total of Discoveries, Revisions and Extensions Proved Reserves at End of Year
1945 146
1946 17 159
1947 10 165
1948 13 172
1949 12 : 179
1950 11 ’ 184
1951 15 192
1952 14 . 198
1953 20 ‘ 210
1954 9 : _ 210
1955 21 : 222
1956 24 236
1957 20 245
1958 18 252
1959 " 20 261
1960 13 262
1961 17 266
1962 19 272
1963 18 276
1964 20 281
1965 21 : 286
1966 20 289
1967 21 292
1968 13 287
1969 8 275
1970 - 37 : _ 290
1971 ' 9 278
1972 9 : 266
1973 ‘ 6 249
74 8 : 237

#ce: See Table 1 ~ )
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FIGURE 1

NON-ASSOCIATED NATURAL GAS PRODUCTION FROM THE LOWER 48 STATES
ANA OCS IN THE BUSINESS-AS-USUAL OUTLOOK
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10.0
9.0 | | ; $1.0¢

8.0

75 78 80 83 85 _ . 87 89

* Interval from 1980 to 1989 fitted on 1950 and 1989 observations for the $1.00 case.



Table 3
Non-Associated Gas Production (TCF)
(BAU)
Wellhead
Price
(1975 %) 1980 1995
$0.60 9.9 5.9
$1.00 15.4 13.3
$1.20 15.6 14.5
$1.40 16.0 15.5
$1.70 16.1 16.1
$2.00 16.2 16.6
$2.20 16.2 16.9
$2.40 - 16.3 17.3
$2.80 16.5 1201

Regardless of price the Quter Continental Shelf (0CS: - - -~ =»
to production is constant in 1980 (3.7 TCF) and in 1385 («.. 7o),
This special characteristic for the OCS is a temporary pro: - cran
applicable over this time frame because of the limitations on
leasing. The forecasts with higher leasing rates or for later
years show greater 0CS production and response to price changes.

The sensitivity of these production estimates to factors other than
price have been examined under two separate scenarios other than BAU
prepared by FEA. The primary pessimistic or optimistic assumptions
are summarized in Table 4

Table 4

Optimistic and Pessimistic Outlook Assumptions

Pessimistic BAU Optimistic
Resource Assessment USGS "Mean" Minus 36% USGS "Mean" USaS "Mean" Plus 36%
0CS Leasing** 18.7 Million Acres 27.7 Million Acres 39.7 Million Acres
Investment Tax 10% through 1977; 7% 10% through 1977;  10% throughout
Credit thereafter ' 7% thereafter :

*These represent t one standard deviation around the USGS "statistical mean.
**0i1 leasing not separated from gas leasing here.



These alternate assumptions produce significantly different production
estimates, but the basic price sensitivity of the output is preserved.
Table 5 1indicates the effects of the alternate scenarios on the
.production estimates for 1985. The difference in production from

the pessimistic to the optimistic is 3.9 TCF at $2.00.

Table 5
Non-Associated Gas Production (TCF)
(1985)
Wellhead -
Price

(1975 $) Pessimistic BAU Optimistic
$2.00 15.2 : 16.6 19.1
$2.80 16.2 18.1 20.9

Associated Gas Production

In addition to the volumes of gas from gas wells, there is a significant
contribution of production from wells that are primarily oil wells.

In 1974, this amounted to 4.2 TCF. The evaluation of the price
sensitivity of associated gas is complicated by the importance of the
price of 0il and the significant contribution of higher oil production
that comes from increased gas prices. Table 4 depicts these effects
for 1985 by displaying the business as usual associated gas supply
under two assumptions. The first group indicates the associated gas
supply if gas and oil prices are assumed to be in approximate BTU
equilibrium for the consumer. This indicates that the supply of
associated gas would rise from 2.54 TCF at $1.00/MCF to 4.19 TCF at
$2.00/MCF in 1985.

Table 6
Associated Gas (TCF)

Wellhead Price Production With 0il Gas and Incremental
(1975 %) Prices at BTU Equilibrium 0i1 at $13

1980 1985 1980 1985

$1.00 2.31 2.54 3.45 ~3.80

$2.00 2.49 4.19 3.92 6.59



The second group depicts the gas equivalent if prices of uncontrolled
0il maintain their current real level and the increased oil produc-
tion due to gas price changes is included on a BTU basis. This
indicates that as prices range from $1.00 to $2.00 the production

of natural gas or natural gas equivalents could increase from 2.54
TCF to 4.19 TCF or from 3.80 TCF to 6.59 TCF in 1985, depending upon
corresponding assumptions about «the world price of oil.

Special Regions

In addition to the associated and non-associated gas production
estimates of the FEA model, there is a contribution from areas known
"as special regions (Alaska, tight gas) which 1is estimated separately.
The 1985 estimated supply from special regions is .17 TCF at under

$1.00 and .46 TCF over $1.10.

Price Sensitivity

The estimates for associated and non-associated production show a
significant response to higher prices. The aggregate supply
elasticities over the range of $1.00/MCF to $2.00/MCF range from .42
to .47 depending upon assumptions about oil prices. These estimates
are higher than those that have been inferred from the November 1974
Project Independence Report. The methodology that produces these
figures, and the changes from previous assumptions, are outlined in
“a later section. A comparison of these estimates and those of other
models is also presented.

2.2 Natural Gas Reserves

Additions to reserves are a fundamental element in the forecasting
procedure and a popular criteria for evaluating the sustainahility of
the production estimates. The FEA methodolouv. expanded below. includes
a fixed decline curve which implies a final ration for production and
reserves on a regional basis.

In examining natural gas reserves the important numbers are non-
associated gas proved reserves at the end of the year and net additions
to non-associated gas proved reserves. The relevant historical data
for 1966 to 1974 appear in Table 7. ‘ :
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TABLE 7

ANNUAL ESTIMATES OF PROVED NON-ASSOCIATED NATURAL GAS RESERVES
IN THE UNITED STATES (TCF)

Total Reserves at

Additions to Reserves End of Year*
1966 ' 17.0 ) 217.4
1967 17.9 221.8
1968 13.9 220.9
1969 6.8 211.8
1970 9.3 204.1
1971 8.9 195.9
1972 7.8 156.1
1973 3.9 172.2
1974 7.0 162.2

*Includes revisions and extensions.
Source: See Table 1

Th= regional breakdown of reserves for 1974 end of year are
recorded in table 7.
TABLE 8

ANNUAL ESTIMATES OF 1974 PROVED NON-ASSOCIATED
NATURAL GAS RESERVES BY REGION (TCF)

Proved Reserves at

Region End of 1974
Alaska (1) 5.4
Pacific Coast (2) 2.1
Pacific Coast OCS (2A) 0.2
Western Rocky Mtn (3) ' 9.1
Eastern Rocky Mtn (4) _ 4.6
W. Texas - E. New Mexico (5) ' 14.4
‘W. Gulf Basin (6) ' . 59.8
Gulf of Mexico OCS (6A) - 30.9
Mid Continent (7) 30.8
Michigan Basin (8,9) 1.2
- Appalachian (10) _ 3.7
Atlantic Coast (11) 0.0
Atlantic Coast 0CS (11A) 0.0

N
N

TOTAL ' 162.





