95t CONGRESS } SENATE { REeporT
92d Session No. 95-1126

NATURAL GAS

AvausT 18 (legislative day, Avaust 16), 1978.—Ordered to be printed

Mr. Jackson, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 5289]

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the House to the amendment numbered 8
of the Senate to the bill (H.R. 5289) for the relief of Joe Cortina of
Tampa, Florida, having met, after full and free conference, have
agreed to recommend and do recommend to their respective Houses
as follows:

That the Senate recede from its disagreement to the amendment of
the House to the amendment of the Senate numbered 8 and agree to the
same with an amendment as follows:

In lieu of the matter proposed to be inserted by the Flouse amend-
ment insert the following:

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(a) Sropr TirLe—This Act may be cited as the “Natwral Gas Pol-

ey Act of 1978,
(b) Tasre or CoNTENTS.—

TABLE OF CONTENTS

8eo. 1. Short title; table of contents.
Beo. 2. Definitions.

TITLE I—WELLHEAD PRICING

SuBTITLE A—WELLEEAD PRICE CONTROLS

8eo. 101. Infiation adjusiment ; other general prioe ceiling rules.

Sec. 102. Ceiling price for new natural gas and certain natural gas produced from
the Outer Continental Shelf.

Bee. 108, Ceiling price for new, onshore production wells.

Bec. 104. Ceiling price for sales of natural gas dedicated to interstate commerce.

Bee. 105. Ceiling price for sales under evisting intrastate contracts.

Bec. 106. Ceiling price for sales under rollover contracts.

Bec. 107. Ceiling price for high-cost natural gas.

Bec. 108. Ceiling price for stripper well natural gas.

Bee. 109. Ceiling price for other categories of natural gas.

Sec, 110. Treaitment of State severance taves and certain production-related costs.
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SUBTITLE B—DECONTROL OF CERTAIN NATURAL G4AS PRICES

Bec. 121. Elimination of price controls for certain natural gas sales.
Bec. 122. Btandby price conirol authority.
Nee. 123. Report to the Congress.

TITLE II—INOCOREMENTAL PRICING

Sec. 201. Indusirial boiler fuel use.

8ec. 202. Amendment expanding application for other indusirial uses.
Nec. 203. Acquisition costs subject to passthrough.

Nec. 204. Method of passthrough.

Sec. 205. Local disiribution company passthrough requirements.

RBec. 206. Boemplions.

Sec. 207. Treatment of certain imports,

Sec. 208. Alaska natural gas.

TITLE III—ADDITIONAL AUTHORITIES AND REQUIREMENTS

SuBrirLe A—EMERGENCY AUTHORITIES

Sec. 301. Declaration of emergency.

Sec. 302. Emergency purchase authority.
Sec. 303. Emergency allocation authority.
Sec. 304. Miscellaneous provisions.

SvBTITLE B—OTHER AUTHORITIES AND REQUIREMENTS

Sec. 311. Authorization of certain sales and transportation.

Seo. 312. Agsignment of contractual rights o receive surplus natural gas.

Sec. 313. Effect of certain natural gas prices on indefinite price escalator clauses.

Sec. 31}. Clauses prohiditing certain sales, transportation, and commingling.

Seo, 315. Contract duration; right of first refusal; filing of contracts and agree-
ments.

TITLE iIV—-NATURAL GAS CURTAILMENT POLICIES

Rec. 401. Natural gas for essential agricultural uses.

Sec. 402. Natural gas for cssential indusirial process and feedstock uses,

Sec. 403. Bstadblishment and implemeniation of agricultural and industrial
prioritics.

Sec. 404. Limitation on revoking or amending certain pre-1969 certificates of
public convenience and neocessily.

TITLE V—ADMINISTRATION, ENFORCEMENT, AND REVIEW

Sec. 501. General rulemaking authority.

Sec. 502. Administrative procedure.

Sec. 503. Determinations for qualifying under ceriain categories of natural gas.
Sec. 504. Enforcement,

Seoc. 505. Intervention.

Seo. 506. Judicial review.

Sec. 507. Congressional review.

Sec. 508. Technical amendment.

TITLE VI—COORDINATION WITH THE NATURAL GAR ACT;
EFFECT ON STATE LAWS

Sec. 601. Coordination with the Natural Gas Act.
Rec. 602. Effect on State laws.

SEC. 2. DEFINITIONS.

For purposes of this Act— .
(1) Narvrar ¢as.—The term “natural gas” means e‘u‘,her natu-
ral gas unmized, or any mizture of natural and artificial gas.
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(8) Werr.—The term “well” means any well for the discovery
or production of natural gas, crude oil, or both.
5) New weLL.—T he term “new well” means any well—

(A4) the surface drilling of which began on or after Feb-
ruary 19,1977 ; or

(13) the depth of which was increased, by means of dritling
on or after February 19, 1977, to a completion location which
is located at least 1,000 feet below the depth of the deepest
completion location of such well attained before February 19,
1977.

(4) Orp wrLL.—The term “old well” means any well other than
a new well,
(6 MarrERWELL—

(lfl) GenErar RULE—The term “marker well” means any
well from which natural gas was produced in commercial
quantities at any time after January 1, 1970, and before
April 20,1977.

(B) N&w werrs—The term “marker well” does not incbude
any new well under paragraph (3) (A) but includes any new

ell under paragraph (3) (B) if such well qualifies as a mark-
er well under aubpamgm?h (A) of this paragraph.

(6) Rrservoir—The term “reservoir” means any producible
natural accumulation of natural gas, crude oil, or both, confined—

(4) by impermeable rock or water barriers and character-
ized by a single natural pressure system, or

(B) by lithologic or structural barriers which prevent pres-
sure comvmunication.

(7) -CouprLETION LOCATION.—

(A) @xngrar rure—The term “completion location”
means any subsurface location from which natural gas is
beixrg or has been produced in commercial quantities.

(B) Marrrr werr.—The term “completion location”, when
used with reference to any marker well, means (mg subsurface
location from which natural gas was produced from such
well in commercial quantities after Jarnuary 1, 1970, and be-
fore April 20,1977.

(8) I()ZO)MNON vnir—The term “ ammd' wmte’; wgemz,fe—s
any portion.of a reservoir, as designated by ¢ tate
or Federal agency {a/vmg regulatory jurisdiction with re-
spect to production from such reservoir, which will be effec-
twely and efficiently drained by a single well;

(B) any drilling unit, pr jon unit, or comparable ar-
rangement, designated or recognized by the State or Federal
az:my having jurisdiction with respect to production from
the reservoir, to describe that portion of such reservoir which
will be effectively and efficiently drained by a single well; or

(O) if such portion of a reservoir, unit, or comparable ar-
rangement is not specifically provided for by State law or by
any action of any State or Federal agency having regulatory
jurisdiction with respect to production from such reservorr,
any voluntary unit agreement or other comparable arrange-
ment applied, under local custom or practice within the locale
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in which such reservoir is situated, for the purpose of descrid-
ing the portion of a reservoir which may be effectively and
efficiently drained by a single well.

(9) New Leasg—T he term “*new lease”, when used with respect
to the Quter Uontinental Shelf, means a lease, entered into on or
after April 20, 1977, of submerged acreage.

(10) Ozp LeaseE~The term “old lease”, when used with respect
%ﬁe Outer Continental Shelf, means any lease other than a new

e.

(11) New contracr—T he term “new contract” means any con-
tract, entered into on or after the date of the enactment of this
Act, for the first sale of natural gas which was not previously
subject to an existing contract.

(18) Rorrover conrraor—The term “rollover contract” means
any contract, entered indo on or after the date of the enactment
of this Act, for the first sale of natural gas that was previously
subject to an ewisting contract which expired at the end of a
term (not including any extension thereof taking effect on or after
such date of enactment) specified by the provisions of such ewisting
contract, as such contract was in effect on the date of the enact-
ment of this Act, whether or not there i8 an identity of parties or
terms with those of such existing contract.

(18) Ex1s1ine conTRACT—T he term “existing contract” means
any contract for the first sale of natural gas in effect on the day
before the date of the enactment of this Act.

(14) Svccrssor 70 an Exi181ING conTRACT—T he term “successor
to an ewisting conlract” means any contract, other than a rollover
contract, entered into on or after the date of the enactment of this
Act, for the first sale of natural gas which was previously subject
to an ewisting contract, whether or not there is an identity of
parties or terms with those of such ewisting contract.

(16) InrERsTATE PIPELINE—The term ‘“wnterstate pipeline”
means any person engaged in natural gas transportation subject
to the jurisdiction of the Commission under the Natural Gas Act.

(16) InTRASTATE Png‘zzms.—-TMal term “intrastate pipeline”
means any person engaged in natural gas transportation (not in-
cluding gathering) which is not subject to the jurisdiction of the
Commassion under the Natural Gas Act (other than any such
pipeline which is not subject to the jurisdiction of the Commassion
solely b% reason of section 1(c¢) of the Natural Gas Act).

(17) Locat pistrisurion coupany.—The term “local distribu-
tion company” means any person, other than any interstate pipe-
line or any intrastate pipeline engaged in the transportation, or
local distribution, of natural gas and the sale of natural gas for

imate consumption.

(18) CouMITTED OR DEDICATED TO INTERSTATE COMMERCE.~—

(4) GErerar rRuLe~—T he term “committed or dedicated to
interstate commerce”®, when used with respect to natural
gas, means—

S (2 %al gas which is from the Outer Continentdl
2

(5{) natural gas which, if sold, would be required to

be sold in interstate commerce (within the meaning of
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the Natural Gas Act) under the terms of any contract,
any certificate under the Natural Gas Act, or any prove-
sion of such Act.
(B) Exclusion.—Such term does not apply with respect
to—

(¢) natural gas sold in interstate commerce (within
the meaning of the Natural Gas Act)—

(1) under section 6 of the Emergency Natural Gas
Act of 1977,

(1) under any limited term certificate, granted
pursuant to section ? of the Natural Gas Act, which
contains a pregrant of abandonment of service for
such natural gas;

(I11) under any emergency regqulation under the
second proviso of section 7(c¢) of the Natural Gas
Acty or

§ V) to the user by the producer and transported

er certificate, gramted pursuant to section
7(c) of the Natural Gas Act, if such certificate was
specifically granted for the tramsportation of that
natural gas for such user;

(%) natural gas for which abandonwment of service
was granted before the date of enactment of this Act
under section 7 of the N Gas Aot; and

(i) nadural gas whioh, but for this clause, would be
commatied or dedicated to interstate commerce under
subparagraph (4) (i) by reason of the action of any
person (including any successor in interest thereof, other
than by means of any reversion of a leasehold interest),
if on May 31, 1978—

(1) neither that person, nor any affiliate thereof,
had any right to ewplo:;‘{ar, develop, produce, or
sell such natural gas;

(17) such natural gas was not being sold im inter-
state commerce (within the meaming of the Natural
Gas Act) for resale (other tham any sale described
in clause () (1), (II),0r (II1)).

(19) OzrziricaTED NATURAL 0A8.—T he term “certificated natu-
ral gas” means natural gas transported by any interstate pipe-
line in a facility for which there is im effect a certificate issued
under section 7(c) of the Natural Gas Act. Such term does not
wnclude natural gas sold to the user by the producer and trans-
ported pursuant to a certificate which s specifically issued under
section 7(c) of the Natural Gas Act for the tramsportation of
that natural gas, for such user unless such natural gas i used for
the generation of electricity.

(20) SaLe—The term “sale” means awy sale, ewchange, or other
transfer for value.

(21) Firsr saLE—

(A) Generar ruLe—The term “first sale” means any sale
of any volume of naturdl gas—

(?) to any interstate pipeline or intrastate pipeline;
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(42) to any local distribution company ;

(222) to any person for use by such person;

() which precedes any sale described in clawses (3),
(€), or (%) ; and

(v) which precedes or follows any sale described in
clauses (t), (), (i), or (iv) and is defined by the
Commission as a first sale in order to prevent circum-
vm of amy maximum lawful price established under
this Act.

(B) Orrrain sares nor ivcLvpep.—Clauses (3), (4), a}:‘éi),
or (w) of subparagraph (A) shall not include the sale of
any volume of natural gas by any interstate pipeline, intra-
state pipeline, or local distribution company, or any affiliate
thereof, unless such sale is attributable to volumes of natural
gas produced by such interstate pipeline, intrastate pipeline,
or local distribution company, or any affiliate thereof.

(22) Dreciver—The term “deliver” when used with respect to
mﬂvat sale of natural gas, means the physical delivery from the
seller; ewcept that in the case of the sale of proven reserves in
place to any interstate pipeline, any intrastate pipeline, any local
distribution company, or any user of such natural gas, such term
means the transfer of title to such reserves.

(23) COEerririoare—The term “certificate”, when used with
respect to the Natural Glas Act, means a certificate of public con-
venience and necessily issued under such Act.

(24) Comurssion.—The term “Commission’ means the Federal
E'nergy Regulatory Commission.

(26) Feperar acency~—The term “Federal agency” has the
same meaning as given such term in section 105 of title 5, United
States Code.

(26) Person.—The term “person” includes the United States,
any State, and any political subdivision, agency, or instrumen-
tality of the foregoing. )

(27) Arririare—The term “offiliate”, when used in relation to
any person, means another person which controls, is conirolled by,
or 18 under common contiol with, such person.

(28) Errcrric vriLiry.—The term “electric ubility” means any
person to the extent such person is engaged in the business of the
generation of electricity and sale, directly or indirectly, of elec-
tricity to the public.

(29) Mcr—The term “Mcf?, when used with %ect to natural
gas, means 1000 cubic feel of natural gas measured at a pressure
of 1}.73 pounds per square inch (absolute) and a temperature of
60 degrees Fahrenheit. ]

(30) Bru.—The term “Btu” means British thermal unit.

(31) Monra.—The term “month” means a calendar month.

(32) Mire—The term “mile” means a statute mile of 5,280 feet.

(33) Uwirep Srares—The term “United States” means the
several States and includes the Outer Continental Shelf.

(34) Srare—The term “State” means each of the several States
and the District of Columbia. )

(356) Ourer Conrinentar SaeLr.—The term “Outer Continen-
tal Shelf’ has the same meaning as such term has under section
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ﬂ(a)( of the Outer Continental Shelf Lands Act (43 U.S.C.
1831(a)).
(36) )}'anaax Bay Unir or Arasea—The term “Prudhoe Bay
Unit of Alaska” means the geographic area subject to the volun-
tary wnit agreement approved by the Commaissioner of the Depart-
ment of Natural Resources of the State of Alaska on June 2, 1977,
and referred to as the “affected area” in Conservation Order No.
145 of the Alaska Oil and Gas Conservation Commititee, Division
of Od end Glas Conservaiion, De nt of Natural Resources
of the State of Alaska, as swch order was in effect on Jume 1, 1977,
and determined without regard to any adjustments in the descrip-
tion of the affected area permitted to be made under such order.

(87) Awnrizrusr raws—The term “Federal amtitrusi laws”
means the Sherman Act (16 US.C. 1 et se%.'), the Clayton Act
(16 US.C. 18, 13, 14-19, 20, 21, 22-27), the Federal Trade Com-
mission Act (16 UB.C. 41 et seq.) sections 73 and 7} of the Wilson
Tariff Act (16 U.8.C. 8-9), and the Act of June 19, 1936, chapter
592 (16 UN.C. 18, 18a, 13b, and 21a).

TITLE I—-WELLHFEAD PRICING

SUBTITLE A—WELLBEAD PRICE CONTROLE

SEC. 101. INﬁll‘I‘i?SON ADJUSTMENT; OTHER GENERAL PRICE CEILING

(e) Aw~vuar Inrrarion Apsusruenr Facror—
(1) GeneraL RULE—For purposes of this title, the annual infla-
tion adjustment factor applicable for any month shall be the sum

of—

(4) a factor equal to one hundredth of the quarterly per-
cent ehange in the GNP implicit price deflator; plus

(B) a correction factor of 1.002.

(2) QUARTERLY PERCENT OBANGE IN THE GNP IMPLICIT PRIOE DE-
FLATOR—F or purposes of ;aragmph (1)—

&A) In eeNERAL—The term “quarterly percent change im
GNP implicit price deflator”, when used with respect to any
month, means the quarterly percent change in the GNP im-
plicit price deflator, computed and published as an annual
rate by the Department of Commerce, for the most recent
cale quarter for which such quarterly percent change
has been so published at least 8 days before tfe beginning of
such month.

(B) Monras Berorr ENvacTuENT~For purposes of apply-
ing such term with respect to any month wn any calendar
quarter which ends before the date of the enactment of this
Act and for which a %lmterlxy percent change wn the GNP
implicit price deflator has been published by the Department
of Commerce as of such date of enactment, the quarterly
percent change in the GNP implicit price deflator for the
galemflaﬁ;w quarter ig/ whioh mc]i’ba month %ogs ;, l Z;e used in
ieu of the quarter reent change in the GNP implicit price
deflator for a precefwfvg calendar quarter. PR e
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(8) GNP iupricir PrICE DEFLATOR—~For purposes of para-
graph 2’2)7 The term “GNP implicit price deflator”
N GENERAL.— erm m price or

means, except as provided in subparagraph (B), the prelim-

inary estimate of the implicit price deflator, seasonally ad-

justed, gor the gross national product, as computed and pub-

lished by the Department of Commerce for the calendar
gquarter involved.

(B) MoST RECENT DATA AVAILABLE ON &AGMEN;’;;Z;M
most recent revision, if any, of such implicit price or
which has been so publatahed be]{ore the% of the enactment
of this Act, shall be used in lieu of the preliminary estimate
of such implicit price deflator.

(b) Rures or GeNERAL APPLICATION —

(1) Depra—Ewxcept where otherwise provided, the depth of
the completion location of any well shall be the true vertical depth,
measured from the surface location of the well.

(2) CoMMEROIAL QUANTITIES.—IN detemm whether produc-
tion of natural gas has occurred in commercial quantities, quan-
tities of natural gas produced from a well and used for the testing
of such well or for other uses whick are production related
shall not be taken into account.

(8) Compurarion or MONTHLY EQUIVALENT.—KFor purposes of
computing any price under this title, the monthly equivalent of
any factor shall mke twelfth root of such factor. .

(4) AppLicaTION OF cEILING PRICES.—T he maximum law ful ceil-
tng prices under this title—

g (4) shall only apply to natural gas produced in the United
tatesy

(B) shall apply to the month of delivery without regard
to the date of the sale or the date of the contract under whick

the sale occurs; and

(CO) shall not apply to deliveries ocoum'i'rgje fore the first
day of the first wwntgz beginning after the date of the enact-
ment of this Act.

(5) SALES QUALIFYING UNDER MORE THAN ONE PROVISION.—If any
natural gas qualifies under more than one provision of this title
providing for any maximum lawful price or for any ewemption
from such a price with respect to any first sale of such natural gas,
the wion which ooufi result in the highest price shall be
applicable.

6) CoMPUTATION AND PUBLICATION OF CEILING pricEs.—T he
Commission 8 .

(A) not later than & days before the beginning of any
month, compute and make available the mavimum lowful
prices prescribed under this titleformkv:nonthmdthe
monthly equivalent of the anawal inflation adjustment factor
for such month, and . .

(B) as soon as possible thereafter, publish such maxvmum
lawful prices and such factor for such month in the Federdl
Register. ] o

(7) Rouvwpiwe—Any mazimum lawful price under this title
8 be computed to the nearest mill (rounding any fraction
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thereof which is one-half a mill or higher to the newt highest mill).

(8) Compurarion oF INITIAL CEILING PRICES~—IN compubing any
maximoum lawful price under the provisions of this title for the
first month for which such provisions take effect, if the initial
mazximum lawful price is established by reference to any month
before such month, such maximum law ful price shall be computed
as if such provisions had been in effect ing each such. prior
month.

(9) ErrEcr onv conTRACT PRICE—IN case of—

(4) any price which is established under any contract for
the first sale of natural gas and which does not ewceed the
applicable maximum lawful price under this title, or

(B) any price which iz established under any coniract for
the first sale of natural gas which is ewempted under subtitle B
of this title from the application of a mawimum lawful price
under this title,

such maximum lawful price, or such exemption from such a mazi-
mum law ful price, shall not supersede or nullify the ejfectiveness
of the price established under such contract,

SEC. 102. CEILING PRICE FOR NEW NATURAL GAS AND CERTAIN NAT-
URAL GAS PRODUCED FROM THE OUTER CONTINENTAL

SHELF.

(a) AppLicarion.—The mawimum lawful price computed under
subsection (B) shall apply to any first sale of natural gas delivered
during any month in the case of—

51) new natural gas; and

2) natural gas produced from any old lease on the Outer Con-
tinental Shelf and gqualifying under subsection (d) for the new
natural gas ceiling price.

(0) Maxinum Lawrvr Price.~—T he maximum lawful price under
this section for any month shall be—

1) $1.76 per million Btu’s, in the case of April 1977; and

2) in the case of any month thereafter, the maximum lawful
price, per million Btws, prescribed under this subsection for the
preceding month multiplied by the monthly equivalent of a factor
equal to the sum of—

(A) the anmual inflation adjustment factor applicable for
such month; plus

(B)(z) 036, in the case of any month beginning before
April 20,1981, or

(%2) 04, in the case of any month beginning after April 20, 1981.

(¢) Derinrrion or New NATURAL GFa8.—

(1) Gexerar ruLe—For the purposes of this section, the term
“:w&w natural gas” means each of the following categories of nat-
ural gas:

(A) New OOS rrases—Natural gas determimed in ac-
cordance with section 503 to be produced from a new lease
on the Outer Continental Shelf.

(B) New ovsmore wsLLs.—Natural gas determined in ac-
cordance with section 503 to be produced (other than from
the Outer Continental Shelf) from—
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(¢) any new well which is 2.5 miles or more (deter-
mined in accordance with paragraph (2)) from the near-
est marker well; or

(22) any completion location, of any new well, which
8 located at a depth at least 1,000 feet below the deep-
est_completion location of each marker well within 2.5
miles (determimed in accordance with paragraph (2))
o{ such new well.

(C) New ONSHORE RESERVOIRS.—

(¢) GrverarL rRULE—Ewxcept as provided in clauses
(¢2) and (iit), natural gas determined in accordance with
section 6503 to be (other than from the Outer
Continental Shelf) from a reservoir from which naturdl
gas was not produced in commercial quantities befors
Apri 20, 1977.

(¢2) Benrinp-raE-piPE EXCLUSION.—(lause (%) shall not
apply to natural gas produced from any reservoir if—

9;1 ) the reservoir was penetrated before April 20,
1977, by an old well from which natural gas or crude
oil was produced in commercial quantities (whether
o;d not such production was from such reservoir);
a

(II) natural gas could have been produced in
commercial quantities from such reservoir through
such old well before April 20,1977,

(i42) WirareLp c¢as excrusion —Clause (¢) shall not
apply to natural gas produced from any reservoir—

lél ) If such natural gas s produced through an
old well; and

(11) subject to clause (w), suitable facilities for
the production and delivery to a pipeline of such
natural gas were in existence on A 20, 1977.

(w) Eurreency sarx raciLiries—The criteria of
clause (iit) (I1) shall not be considered to be met by
reason of the existence of production and delivery facili-
ties which were installed to carry out sales and deliverics
of natural gas—

(1) under section 6 of the Emergency Natural Gas
Act of 1977 ; or

(11 under the emergency sale authority pursuant
to Opinion 699-B issued by the Federal Power Com-
mission under section ?’(c? of the Natural Gas Act.

(2) DETERMINATIONS OF DISTANCE—F or purposes of determin-
ing the distance from any new well to any marker well—
| (A) Sovrrace Locarion 10 sURFACE LocaTioN.—T he meas-

urement shall be the horizontal distance from the surface
location of the new well to the surface location of the marker
well—

(2) in any case in which the new well meets require-
ments for the non-directional drilling of wells prescribed
by the appropriate State or Federal agency having regu-
latory jurisdiction over the drilling of such well; or
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(#2) in any case in which—

(1) the surface drilling of such new well began

on or after February 19,1977 ; .
(I71) production of natural gas in commercial
ities began from such well before the date of

the enactment of this Act; and
(Z11) the dridling of such well was not subject to
any requirement regarding directional or non-direc-
tional drilling, or the drilling of such well was sub-
ject to requirements regarding directional drilling
ut such requirements did not necessitate the obtain-
e'gzg of any permit or other certifioate before drilling
an.

(B) C’oirgpumow LOCATION TO SURFACE LOCATION.—In the
case of any new well which is not covered by subparagraph
(4), the measurement shall be the horizontal distance from—

(2) the closest point of any completion location of the
new well, vertically projected to the same elevation as
the surface location of the nearest marker well; to

(#2) the surface location of such marker well.

(8) DETERMINATION OF COMMERCIAL QUANTITIES.—For purposes
of determining whether production of natural gas has occurred in
convmercial quantities under paragraph (1) (0)—

(4) a rebuttable presumption exists that production from
a reservoir in commercial quantities has not occurred if nat-
ural gas has not been sold and delivered from such reservoir
before April 20,1977 ; and

(B) quamtities of natural gas sold in interstate commerce
(wrthin the meaning of the Natural Gas Aot) shall not be
taken into account if such quamtities were sold before the date
of the enactment of this Aot—

f(;&e;mdeq' section 6 of the. Emergency Natural Gas Aot
0 jor

(%) under the eme%qency sale authority pursuant to
Opinion 699~B issued by the Federal Power Commission
under section 7(c¢) of the Natural Gas Aot.

(4) New WELLS WHIOH ARE ALSO MARKER WELLS—For purposes
of applying paragraph (c) 51) (B) (%) in the case of any marker
well which i also a new well under section 2(3) (B), the reference
in such paragraph (c) (1) (B) gz'z') to the deei;eat completion loca-
tion of any marker well shall be deemed to be a reference to any
subsurface location from which natural gas was produced in com~
%oial quantities after January 1, 1970, and before February 19,
1977.

(@) OCS Gas Quarirying ror New NaTvuraL Gas OxiLive PRrioE.—
For purposes of this section—

(1) OCS RESERVOIRS DISCOVERED ON OR AFTER JULY $1, 1976.—
Natural gas determined in accordance with section 503 to be pro-
duced from an old lease on the Outer Continental Shelf shall
qualify for the new natural gos ceiling price if such natural gas
? WMME from a reservoir which was not discovered before

| 1976.
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(2) RESERVOIRS PENETRATED BEFORE JULY 2%, 1976.—F o 08¢s
j paragraph (1) a reservoir shall be considered as mp:;‘pbm
wcofve(rﬁ 6f‘;:,m July 27,1976, if—

such reservoir was penetrated by a well before July 97,

1976; and P y 4 "y
(B) with respect to such well—

(2) the results of any production test meeting the re-
quirements of OC8 Order No. } demonstrate that, as of
the time of such test, the reservoir is capable of p'roduo
eggrdem) paying guam.mtm (within the meaming of such

r

(¢2) any production capability evidence meeting the
re )mments of 0CS 0r£r No. } demonstrates that as
of the time such evidence is obtained, the reservoir is

a.bleof n pa ities (within the
copabl f prodsie fn poving quaniiis

(m,) ject to paragraph (3), an induction-electric
mde/wajl cores and corep 8)28 or a wire line forma-
twn test indiocates that, as of the time of such test, the
reservoir is comrmemwlly producible.
(3) ErrEor oF NEGATIVE PRODUCTION CAPABILITY TESTS—For
moaea of paragraph (b) a reservoir shall not be considered as
been discovered be are July 27, 1976, by the penetration
of mak reservoir by a well before J‘ld/_l/ 27, 1976‘ if, with respect
to such well—
(4) a production test meeting the requirements of OCS
Order No. } was performed and the ts of such test fail
to demomtm;z that as of the time of such test, sud(a reshe:'-
VOUr Was cap leo ng in paying quaniities (within
the meaning h,/ grrdoe
(B) productwn capabili emdence mee the require-
ments of OCS Order No. 4 does not exist or, if existing, does
not demonstrate that, as of tke date such emdeme was ob-
tained, such reservior was capable of producing in paying
(within the meaning of such Order).
(4) Burpsny or proor—For rpases o: paragraph (1), the
producer shall have the burden of showing t
(A) no test described in pamgmph (2)(B) (i) or (m;
performed and no evidence described in paragraph (2
(B ) or (#1) ewists; or
B zf any such test was performed or such evidence exists,
the results of such test or such evidence do not provide the
appl%l)e demonstration or indication specified under para-
gra
(6) DeErivirion or ocs orbER wo. s—For purposes of this
subsection, the term “OCS Order No. 4" means the order num-
bered } of the Conservation Division, Geo Survey, Depart-
ment of the Interior, as approved by the Chief of the C'mwerva-
teon Division onAugmtﬂB 1969.
(¢) Excrusion or Csrrain ALasga NATURAL Gas. —The preceding
provisions of this seotion shall not apply to any natural gas p
from the Prudhoe Bay Unit of Alaska and transported through the
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natural gas transportation system approved under the Alaska Natural
Gas Transportation Act of 1976.

SEC. 103. CEILING PRICE FOR NEW, ONSHORE PRODUCTION WELLS.

(a) Appricarion—In the case of natural gas determined in ac-
cordance with section 503 to be ed from any new, onshore pro-
duction well, the maximum lawful price computed under subsection
(b) shall apply to any first sale of such natural gas delivered during
any

(b) Maxmuvn Lawrvr PrRICE—

(1) Grverar rure—The maximum lowful price under this
section for any month shall be—

A) $1.76 per million Btws, in the case of April 1977; and

B) in the case of any month thereafter, the mazimum
lawful price, per million Btw's, prescribed under this para-
graph for the preceding month multiplied by the monthly
e nt of the anmual inflation adjustment factor appl-
cable for such month.

(2) PropucrioN AFTER 1984 FROM WELLS 5,006 FEET OR LESS IN
perrE—E ffective beginming with the month of January 1985
and in any month thereafter, in the case of any first sale of natural
gas which was not committed or dedicated to interstate commerce
on April 20, 1977, and whick is produced from a new, onshore
production, well from a completion location located at a depth of
5,000 feet or less, the maximum lawful price under this section for
any such natural gas delivered durmmg any month shall be a price
which 18 midway between—

(4) the mazimum lowful price, per million Btw's, com-
puted for such month under section 102 (relating to new nat-
ural gas) ; and

(B) the mazimum lawful price, per million Bitu's, com-
M for such month under gamgmph (7).

(¢) Drrivirion or New, Onsnore Propvcrion WeLr.—For pur-
poses of this section, the term “new, onshore production well” means
gfgz fn)e'w well (other than a well located on the Outer Continental

' 19(1?9?1’57@8 surface drilling of which began on or after February
1977 ;

(2) which satisfies applicable Federal or State well-spacing re-
quirements, if any; M

(3) which is not within a proration unit—

(A) which was in existence at the time the surface drilling
of such well began;

(B) which was applicable to the reservoir from which such
natural gas is produced ; and

(O) which applied to a well (i) which produced natural
gas in commercial quantities or (#) the surface drilling of
which was begun before February 19, 1977, and which was
thereafter capable of producing natural gas in commercial

Equa/ntitwa.
(@) Excrusion or Cerraiv Araska Narvrar Gas—The preceding
provisions of this section shall not apply to any natural gas produced
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from the Prudhoe Bay Unit of Alaska and transported through the

natural gas transportation system approved under the Alaska Natural
Gas T'ransportation Act of 1976.

SEC. 104. CEILING PRICE FOR SALES OF NATURAL GAS DEDICATED
TO INTERSTATE COMMERCE.

(¢) Arrricarion—In the case of natural gas committed or dedi-
catea to interstate commerce on the day before the date of the enact-
ment of this Act and for which a just and reasonable rate under the
Nabural Gas Act was in effect on such date for the first sale of such
notural gas, the mazimum lawful price com under subsection (b)
shall ipply to any first sale of such natural gas delivered during any

(b) Maximuu Lawrvr Prics—

(1) Generar rure—The mawimum lawful price under this
section for any month shall be the higher of—

A g&) the just and reasonable rate, per million Btu’s estab-
lis the Commission which was (or would have been)
applicable to therﬁrst sale of such natural gas on April 20,
1977, in the case of April 1977 ; and

() in the case of any month thereafter, the mazximum
lano ful pﬁe, pz: million Btw's, bed under this sub-
paragraph for the preceding month multiplied by the monthl
equivalent of the anﬂmalngaﬂation adjustment factor applg
cable for such month, or

(82:) any just and reasonable rate which was established by
: omvmvission after April 20, 1977, and before the date of
the enactment of this Act and which is applicable to such
natural gas.

(2) CEILING PRICES MAY BE INCREASED IF JUST AND REASONABLE.—
The Comumission may, by rule or order, prescribe a maximum
lawful ceiling price, applicable to any first sale of any natural ﬁriaa
(or category thereof, as determined by the Commission) other-
wize subject to the preceding provisions of this section if such

e 18—

(4) higher than the maximum lawful price which would
otherwise be applicable under such provisions; and
G (B) just reasonable within the meaning of the Natural

as Act.

SEC. 105. CEILING PRICE FOR SALES UNDER EXISTING INTRASTATE
CONTRACTS.

(a) Appricarion—The mawimum lowful price computed under
subsection (b) shall a%gly to any first sale o%ml gas delivered
during any month in the case of natural gas, sold under any exsting
contract or any successor to an existing contract, which was not com-
mitted or dedicated to interstate commerce on the day before the date
of the enactment of this Act.
(6) Maxivvn LawroL PRICE—
(1) Grnerar ruLEs—~Subject to paragraphs (2) and (3), the
maximum lawful price under this section shall be the lower of—
(Ag the price under the terms of the existing contract, to
whick such natural gas was subject on the date of the enact-
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ment of this Act, as such contract was in effect on such date;

B) the mawimum lawful price, per million Bbu's, com-
pugm) {or such. month under section 102 (relating io new
gas
(2) (}ozvmaaz')mwx EXOEEDING NEW GAS CEILING PRICE ON ENACT-
MENT~—In the case of any natural gas described in subsection (a)
for which the coniract e applicable on the date of the enact-
ment of this Act exceeds the maximum lawful price, per mitlion
Btu's, compuied for such date under section 10% (relating to new
gas), the mawimum, lawful price under this section shall
be the hero —
A.a) the mazimum lawful price, per million Bbw's, com-
or such month under section 102; or
(B) (%) the contract price on the date of the enactment of
this Act, in the case of the month in which this Act 8
enacted ; and
(#) n the case of any month thereafter, the mawimum
lawful price, per million Btu's, presoribed under this sub-
paragraph for the preceding month multiplied by the
nwnahly equivalent of the annual inflation adymtment factor
g licable for such month.
(3) PRricE INOREASES RESULTING FROM INDEFINITE PRICE ESCALA-
TOR CLAUSES.—
(4) Iv oevgrar—FE ffective January 1986, and each month
thereafter, in the case of a dy first sale of navural gas, which
8 sold at a price establwhe under any indefinite price esca-
lator clause of any ewisting contract or successor to an ewist-
ing contract and for which the contract price on December 31,
1984, is higher tham $1.00 per million Btw’s, the mawimum
lawful price under this section for any such ‘natural gas de-
livered during any month shall be the higher of—
(¢2) the maximum lawful price, pe'r mellion Biw’s, com~
puted under paragraph (2) (B) ; or _
(zz) (1) in the case of January 1986, the mawimum
ful price, per million Btw's, computed under section
102 relating to new nadural gas) for such month; and
) in the case of any month thereafter, the mamimum
ul price, per million Biw's, cribed under this
clawe for the immediately preceding month multiplied
by the monthly equivalent of the sum of a factor equal
the annual inflation adjustment factor applicable for
mck month plus .03.
(B) DkriNiTION OF INDEFINITE PRICE ESOALATOR CLAUSE.—
For purposes of this paragraph, the term “indefinite price
escalator clause” includes any provision of any contract—
(2) which provides for the establishmen: or adjust-
ment of the price for natural gas delivered under such
contract by reference to other prices for natural gas, for
crude oil, or for refined petrolemn products; or
(%) which allows for the establishment or adjustment
of the price of natural gas delivered under such contract
by negotiation between the parties.
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(C) CoNTRACT MODIFICATIONS AFTER MAY 3, 1918, TO BE Dis-
BEGARDED.—In the case of amy natural gas which was subject
to any contract on May 3, 1978, that contained an indefinite
price escalator clause on such date, no amendment to or modi-
fication of the operation of such contract made after such date
may have the effect of limiting or precluding the application
of this paragraph on or after January 1, 1985, to prices
-adlowed with respect to such natural gas.

(D) Exorvsion—Subparagraph (A) shall not apply to
any first sale of new natural gas (as defined in section 102(c)),
stripper well natural gas (as defined in section 108(b) ), high-
cost natural gas (as defined in section 107(c)), natural gas
produced from a new, onshore production well (as defined in
section 103(c) ) from a completion location located at a depth
of more than 6000 feet, and, beginming July 1, 1987, or, if
later, the date of expiration of any price controls reimposed
under section 122, natural gas pro% rom any new, on-
shore production well (as defined in section 103(c)) from a
completion location located at a depth of 6,000 feet or less.

(¢) Derivizion or ContracT PrIcE—For purposes of this section,
the term “contract price”, when used with respect to any specific date,
means—

(1) the price paid, per million Btu's, under a contract for
deliveries of natural gas ocourring on such date; or

(2) if no deliveries of natural gas occurred under such con-
tract on such date, the price, per million Btu's, that would have
been paid had such deliveries occurred on such date.

SEC. 106. CEILING PRICE FOR SALES UNDER ROLLOVER CONTRACTS.

(a) InTERsTATE Rorrover ConTra0T8.—In the case of any first sale
under any rollover contract of natural gas which was committed or
dedicated to imterstate comvmerce on the before the date of ‘the
enactment of this Act, the mawiomum lawful price under this subsec-
tiao;w for such natural gas delivered during any month shall be the

r of—

g (If) (4) in the case of the month in which the effective date of
such rollover contract ocours, the just and reas le rate, if any,
per million Biw's established by the Commission and applicable
o;a,d such date to the natural gas subject to the empired contract;
a

(B) in the case of any month thereafter, the maximum lawful
price, per million Btu's, prescribed under this paragraph for the
preaefing month multiplied by the monthly equiwalent of the
annual inflation adjustment factor applicable for such monih;
or

§2) (A4) $.54 per million Btw’s, in the case of April 1977; and

B) in the case of any month thereafter, the maximum lawful
price, per million Biw's, prescribed under this paragraph for the
preceding month multiplied by the monthly equivalent of the an-
nual inflation adjustment factor applicable for such monih.

For purposcs of this subsection, the term “rollover contract” includes

any contract which would have been a rollover contract but for the
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fact that the empiration of the previous contract occurred prior to
the day before the date of the enactment of this Act.
() InrRastare Rorrover CoNTRACTS—

(1) GEenerar rure.—In the case of any first sale under any roll-
over contract of natural gas which was not committed or dedi-
cated to interstate commerce on the day before the date of the
enactment of this Act, the maximum lawful price under this sub-
section for such natural gas delivered during any month shall be
the higher of—

(4) (?) the maximum price paid under the expired con-
tract, per million Btw's, in the case of the month in which the
effective date of such rollover contract occurs; and

(42) in the case of any month thereafter, the mawimuwm law-
ful price, per million Btw's, prescribed under this subpara-
graph for the preceding month multiplied by the monthly
equw of the ennual inflation adjustment factor apph-
cable for such monih ; or

m&B) (2) $1.00 per million Biw's, in the case of April 1977
a

(#) in the case of any month thereafter, the masimum low-
fud price, per million Btu’s, prescribed under this subpara-
graph for the freced img month multiplied by the monthly
equivalent of the annual inflation adjustment factor applica-
ble for such month.

(2) CERTAIN STATE OR INDIAN PRODUGTION OR ROYALTY SHARES.~—

(4) GEenerar rRurk—In the case of any first sale under
any rollover contract of natural gas which was not committed
or dediocated to interstate commerce on the day before the
date of the enactment of this Act and which constitutes a
State government’s or Indian tribe’s natural gas producti
or royalty share or other intercst (as of such day) in MMZ/%;
gas production, from real property (including subsurface
maneral interests) owned on the date of the enactment of this
Act by such State government or Indian tribe (as the case
may be), the maximum lawful price wnder this subsection
for any such natural gas delivered during any month shall be
the maximum Zafwfulg price, per million Btw's, computed for
such month under section 102 (relating to new natural gas).

(B) Inpian TRIBAL LANDS.—For purposes of this para-
g:gph, Za/m; shall be considered to be owned by an Indian
tribe if—

M{fﬂ such land is owned directly by such tribe; or

2) such land is held by the United States or any State
i trust for Indian persons and is located within the
boundaries of an Indvan reservation (as such boundaries
were in effect on the date of the enactment of this Act).

(C) Derinirrons.—For purposes of this paragraph—

(?) Srare covernuenr—The term “State govern-
ment’” means any State or any agency, instrumentality, or
political subdivision of a State.

(¢2) Inpran TrIBE—The term “Indian tribe” means
a%ﬂdim iribe recognized as eligible for services pro-
vided by the Secretary of the Interior to Indians.

32-627T 0O -~78 -2
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(¢) Cewrine Prioes May Br INorEASED IF JUST AND REASONABLE —
The Commission may, by rule or order, prescribe a mazimum lawful
price, applicable to cm]é first sale of any natural gas (or category
thereof, as determined by the Commission) otherwise subject to the

preceding provisions of this section, if such price is—
(1) higher than the mavimum lawful price which would other-
wise be applicable under such provisions; and
4 (2) just and reasonable within the meaning of the Natural Gas
ct.

SEC. 107. CEILING PRICE FOR HIGH-COST NATURAL GAS.

(a) WerLs Courrerep Berow 16,000 Feer.—In the case of any first
sale of h;zﬂﬁ:-mst natural gas produced from any well the surface drill-
ing of which began on or after February 19, 1977, if such production
8 from any completion location which i8 located at a depth of more
than 16,000 feet, the maximum lawful price under this section for
such. natwral gas delivered during any month shall be the maximum
lawful price, per million Btw's, computed for such month under sec-
tion 102 (relating to new natural gas).

(b) Comuission Avrmoriry To Prrscrise Hieasr INcEwnrive
Prices—The Commission may, by rule or order, prescribe a maxi-
mum lawful price, applicable to any first sale of any high-cost natural
gas, which exceeds the otherwise applicable mazimum lawful price to
the ewtent that such special price is necessary to provide reasonable in-
centives for the production of such high-cost natural gas.

(¢) DErrinition or Hier-Cosr NarvrAL Gas—KFor purposes of this
section, the term “high-cost natural gas” means natural gas determined
in accordance with section 503 to be—

(1) produced from any well the surface drilling of which began
on or after February 19, 1977, if such production is from a com-
?Zeticm location which is located at a depth of more than 156000

eety
g produced from geopressured brine;
8) occluded natural gas produced from coal seams;
4) produced from Devonian shale; and o
5) produced under such other conditions as the Commassion
determines to present extraordinary risks or costs.

(&) Provisions ror Hier-Cosr Narvrar Gas To Br Erkcrive—
If any credit, evemption, deduction, or comparable adjustment appli-
cable to the computation of any Federal taw is specifically allowable
with respect to any high-cost natural gas (or category thereof) under
any provision of enacted after the date of the enactment of this
Aet, the provisions of subsections (a) and (b) of this section and the
provisions of subtitle B shall not apply to such natural gas produced
from any well unless an election to have such provisions apply (in liev
of such credit, evemption, deduction, or adjustment) with respect to
such natural gas produced from such well is filed with the Commassion
on or before the later of—

(4) the 30th day after the date of the enactmens of the Act
under which such credit, exemption, deduction, or adjustment 18

provided; or
(B) the date the surface drilling of such well began.
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SEC. 108. CEILING PRICE FOR STRIPPER WELL NATURAL GAS.

(a) Generar Rure~—In the case of any first sale or stripper well
natural gas the maximum lawful price under this section for such
natural gas delivered during any month shall be—

1) $2.09 per million Btw’s, in the case of May 1978; and
22 in the case of any month thereafter, the maximum lawful
price, per million Btu's, preseribed under this subsection for the
preceding month multiplied by the monthly equivalent of a factor
equal to the sum of— '
(4) the annual inflation adjustment factor applicable for
such month; plus
(B) (?) 085, in the case of any month beginming before
April 20, 1981 ; or .
() .04, in the case of any month beginning after April 20,
1981.
(b) Derivition or StriprEr WELL NaTURAL GAS—

(1) Gewnerar RuLE—Ew®cept as provided in paragraph (8), the
term “stripper well natural gas” means natural gas deter-
mined in accordance with section 503 to be nonassociated natural
gas produced during any month from a well tf—

(A) during the preceding 90-day production period, such
well produced nonassociated natural gas at a.rate which did
not exceed an average of 60 Mef per production day during
such period; and

(Bg during such period such well produced at its maswi-

mum efficient rate of flow, determined in accordamce with
recognized conservation practices designed to maxvvmize the
ultimate recovery of natural gas.

(2) Propvorion v exoxss or 60 Mor.—The Commission shall,
by rule, provide that, if nonassociated natural gas produced from
a well which previously qualified as a stripper well under para-
graph (1) exceeds an average of 60 M cf per production day during
any 90-day production period, such natural gas may continue to
qualify as stripper well natural gas if the increase in nonassociated
natural gas produced from such well was the result of the applica-
tion of recognized enhanced recovery techniques.

(8) Derinirions—For purposes of this subsection—

(4) Peropvcrion pay.—The term “production day”
means—
t) any day during which natural gas is produced ; ond
@) any day during which natural gas is not proéuced
tf production during such day is prohibited by a require-
ment of State law or a conservation practice recognized
or approved by the State agency having regulatory juris-
diction over the production of natural gas
(B) 90-pay propvorion periobD.—The term “90-day pro-
duction period” means any period of 90 consecutive calendar
days excluding any day during which natural gas is not pro-
duced for reasons other than voluniary action of any person
witl? the right to control production of natural gas from such
well,
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(O) Nowassoctarep narurar c¢as—The term “nonassoci-
ated natural gas” means natural gas which is not produced
n association with crude oil.
SEC. 109. CEILING PRICE FOR OTHER CATEGORIES OF NATURAL GAS.

(a) Aprricarion.—The maximwm lawful price computed under
subsection (b) shall apply to any first saZg of any natural gas deliv-
ered gvgmg any month, %heuzcase of any natural hgras which i not
covered by mazimaunm ice under any other section of thi
subtitle, i WW— ful pric Y f this

(1) natural gas produced from any new well not otherwise
qualifying for a higher maximum lawful price under this title;
(2) natural gas committed or dedicated to interstate commerce
on the day before the date of the enactment of this Act and for
which @ just and reasonable rate under the Natural Gas Act was
not in effect on such date for the first sale of such natural gas;
(3) natural gas which was not convmitted or dedicated to inter-
gtate commerce on the day before the date of the enactment of this
gat % which was not subject to an ewisting contract on such
ay;a
ams“ natural gas froduoed from the Prudhoe Bay Unit of Alaska
iransported through the natural gas transportation system
g%oved under the Alaska Natural Gas Transportation Act of

(b) Maxinuvu LawruL PRICE—

(1) Tax MAXIMUM LAWFUL PRICE UNDER TRIS SECTION FOR ANY
MONTH SHALL BE—

(A) $1.46 per million Btw's, in the case of April 1977 ; and

(B) in the case of any month thereafter, the maximum
lawful price, per million Btu's, prescribed under this pare-
graph for the preceding month multiplied by the monthly
equiv of the annual inflation adjustment factor appli-
cable for such month.

(2) CEILING PRICES MAY BE INCREASED IF JUST AND REASONABLE.—
The Commission may, by rule or order, preseribe a magimum
lawful ceiling price, applicable to any gst sale of any natural gas
(or category thereof, as determined by the Comumission) other-
wise subject to the preceding provisions of this section if such

w..._
(A) higher than the mamimum lawful price which would
otherwise be applicable under such provisions; and
(B) just reasonable within the meaning of the Natural
Gas Act.

SEC. 110, TREATMENT OF STATE SEVERANCE TAXES AND CERTAIN
PRODUCTION-RELATED COSTS.

(¢) Azzowance ror StaTE SkvErancE T4xEs AND CERTAIN Propuc-
r1on-RELATED Costs—Eacept as provided in subsection (b), a price
for the first sale of natural gas shall not be considered to ewceed the
maximum lawful price applicable to the first sale of such natural gas
wnder this subtitle if such first sale price exceeds the mawimum law-
ful price to the ewtent necessary to recover— B

(1) State severance tawes attributable to the production of such
natural gas and borne by the seller, bul only to the extent the
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amount "do f such taxes does not exceed the limitation of subséction
(®); @ . . S

(2) any costs of compressing, gathering, processing, treating,
liguefying, or transporting such natural gas, or other similar
costs, borne by the seller and allowed for, by rule or order, by
the Commission.

(b) Limirarion ox Stare Severance Taxes—The State severance
tax allowable under subsection (a) (1) with respect to the production
of any natural gas may not incude any amount of Stale severance
tawes borne by the seller which results from a provision of State law
enacted on or after December 1, 1977, unless such provision of law is
equally applicable to natural gas produced in such State and delivered
in interstate commerce and to natural gas produced in such State and
not 8o delivered.

(¢) Derinirion or Stars SEVERANCE Tax.—For purposes of this
section, the term “State severance tax” means any severance, produc-
tion, or similar taw, fee, or other levy imposed on the production of
natural gas—

(1) by any State or Indian tribe (as defined it section 106(b)
(9)(B)(i6));and | |

(2) by any political subdivision of a State if the authority to
impose such taw, fee, or other levy is gramted to such political
subdivision under State law.

SUBTITLE B—DECONTROL OF CERTAIN NATURAL GAS PRICES

SEC. 121. ELIMINATION OF PRICE CONTROLS FOR CERTAIN NATURAL
GAS SALES.

(a) Generar Rore—Subject to the reimposition of price controls
as provided i section 122, the provisions of subtitle A respecting the
mazwimum lawful price for the first sale of each of the following cate-
gories of natural gas shall, except as provided in subsections (d) and
(e), cease to apply effective January 1,1986 :

(1) J;’EW NATURAL 6A8.—New natural gas (as defined in section
102(c)).

(2) New, onsnork, PrRODUOTION WELLS.—Natural gas produced
from any new, onshore production well (as defined in section 103
(¢)),f such natural gas—

A) was not committed or dedicated to interstate commerce
on April 20,1977 ; and

(B) is produced from a completion location which is lo-
cated at a depth of more tham 6,000 feet.

(8) INTRASTATE CONTRAOTS IN EXCESS oF $1.00.—Natural gas sold
under an existing contract, any successor to an existing contract,
or any rollover contract, if —

(A) such natural gas was not commitied or dedicated to
interstate commerce on the day before the date of the enact-
ment of this Act; and

(B) the price paid for the last deliveries of such naturd
gas occurring on December 31, 1984, or, if no deliveries oc-
curred on such date, the price would have been paid had
deliveries occurred on such date, is higher than $1.00 per
million Bbws.
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(0) Hier-Oosr Narvrar Gas—E flective beginning on the effective
date of the incremental pricing required under section 201, the
provisions of subtitle A ecting the maximum lawful price for the
first sale of natural gas shall cease to apply to the first sale of high-cost
natural gas which is described in section 107((,2 1), %‘3), 3),0r (4).

(¢) Narvrar Gas Proouckp rrou 6000 or Less.—Ejfective begin-
mfnz July 1, 1987, or, if later, the date of expiration of any price con-
trols reimposed under section 128, the provisions of subtitle A respect-
ing the mazimum lawful price for any first sale of natural gas shall,
except as provided in subsection (d), cease to apply to any first sale of
natural gas produced from any new, onshore production well (as
defined in section 103(¢)), if such natural gas—

(1) was not committed or dedicated to interstate commerce on
April 20,1977 ; and

(2) ie produced from a completion location which is located at
a depth of 5,000 feet or less.

(@) Exorusion or CErTAIN ALASKA NATURAL G as—The provisions
of subsections (a) and (c) shall not apply to any natural gas produced
from the Prudhoe Bay Unit of Alaska and trensported ¢ h the
naturel gas transportation system approved under the Alaska Natural
Gas T'ransportation Act of 1976.

(¢) Livirarion onx Inpsrinize Prick Esoararors.—Natural gas
which i8 not subject to maaimum law ful prices under subtitle A solely
by reason of subsection (a) (3) and which i3 sold under any ewisting
contract or successor to an eamsiing contract at a price established under
an indefinite price escalator clause (as de wmn section 105(bd) (3)

(B) ) shall be subject to the provisions of section 106(b) (3).

SEC. 122. STANDBY PRICE CONTROL AUTHORITY.

(a) Rrmuposirion or Prick Conrrors—The President, in accord-
ance fwtiz. m(.bs)ection (0) (1), or the OWZ:;; ;;zl acoorda;we %h m
section (¢) (2), may reimpose maximum prices for first 8
of Mﬂml) gas to which section 121(a) applies and delivery of which
Zof;urs after the effective date of the reimposition of such mawimum

es. '
IMITATIONS.—A. reimposition of mawimum lawful prices under
this section— ’ )

(1) may not take ejffect earlier than July 1, 1985, nor later than
June 30, 1987 ; and

(2) shall remainin effect for a period of 18 months.

(¢) Procepure ror REeiuposineg Price Conrrors.—For purposes of
this section— .

(1) PRESIDENTIAL REIMPOSITION —Amny exercise of authority by
the President under subsection (a) shall be by written order issued
after May 31, 1985, and, subject to subsection (b), shall take effect
for the first month begs ing after the first 30 calendar days o
continuous session of Congress (as determined in accordance wit
section 507 (b)) after a copy of such order has been submitted to
each House of the Congress unless during such 30 calendar days
of continuous scssion of Congress, the Congress adopts a con-
current resolution of disapproval described in section 507 (c) (Ig .

(2) CoNGBESSIONAL REINPOSITION . —Any evercise of authority bY
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the Congress under subsection (a) shall be by the adopiion of a
concurrent resolution after May 31, 1985, described in section 607
éa) (2) and, subject to subsection (b), shall take effect for the

rét_ month beginning after the date of the adoption of such
7€80

(d) Maxivvn Lawrur Prices ArpLicaBLk UNDER REiuMpOSITION OF
Price Contror—If maximum lawful prices are reimposed under
this section on first sales of natural gas to which section 181 ( :}e applies,
the mawzimum law ful price under this section for any first sale of such
natural gas delivered dum%dany month shall be—

(1) except as provided in paragraph (2), the mazimum lawful
price, per million Btw's, computed fpor such month under seotion
102 (relating to new natural gas) ; and

(2) the mawimum lawful price, per million Btu's, computed for
such month under section 103(d) (2) (relating to new, onshore
production wells 6,000 feet or less in depth), in the case of natural
gas produced from any new, onshore production well (as defined in
gection 103(c) ) if such natural gas—

(A) was not committed or dedicated to interstate commerce
on April 20,1977 ; and

(B) is produced from a completion location which is located
at a depth of 6,000 feet or more.

(¢) Arrowance ror Stars Severance TAxes ano Cerrarn Propuo-
rion-ReLarep Cosrs.—A price ewceed the maximann lawful price
applicable for such natural gas m‘/er this section to the same emtent as
i8 provided under section 110 with respect to maxvimum lawful prices
under subtitle A,

(f) Liurrarion.—Mavimum lawful prices may be reimposed only
once wnder this section.

SEC. 123. REPORT TO THE CONGRESS.

(a) RePokrzrs.—On or before July 1, 1984, and on or before Janvary
1, 1985, the Department of Energy shall -prepare and transmit to the
President and to each House of the Congress a report on natural gas
prices, supplies, and demand, and the competitive conditions and
market forces in the natural gas industry in the United States. Each
such report shall include an evaluation by the Department of Energy
whether equilibrium exists between supply and demand for natural

gas.

mgb) Pusrio Counsnr—In preparing each h:;eﬁort required under
section (:g the Department of Energy s provide an oppor-

tunity for p lic comment with respect to matters required under sub-

section (@) to be included in such report.

TITLE II-INCREMENTAL PRICING

SEC. 201. INDUSTRIAL BOILER FUEL USE.

(@) I~ GeneErarL.—Not later than 12 months after the date of the en-
actment of this Act, the Commission shall prescribe and make effective
(and may from time to time amend) a rule designed to ide for the
passthrough, in accordance with the provisions of this title, of the costs
of W gas which are—

(1) described in section 203 ; and
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2) incurred by any interstate pipeline.

(d) Iniriar AppLicarion —T he requirements of the rule under this
section SWZ with respect to the boiler fuel use of natural gas by
any industrial boiler fuel facility.

(¢) Derinirions—F or purposes of this section—

(1) Inposrriar BorLkr ruer raciLiry—The term “industrial
boiler fuel facility” means any industrial facility, as defined b
the Commission which uses natural gas as a boiler fuel and whic%
8 not evempt under section 206.

(2) BoiLer rusr use—The term “boiler fuel use” means the use
of any fuel for the generation of steam or electricity.

SEC. 202. AMENDMENT EXPANDING APPLICATION FOR OTHER INDUS.
TRIAL USES.

(@) Iv GEnERAL~—

(1) Conuission ruLe—Not later than 18 months after the date
of the enactment of this Act, the Commission shall, by rule, pre-
scribe an amendment to the rule required under section 201 de-
signed to provide for the passthrough, in accordance with the
provisions of this title, of the costs of natural gas which are—

A cribed in section 203; and
B) incurred by any interstate pipeline.
2) E'rrecriveness.—The amendment required by this seotion,
any amendment to the rule under section 201 which is ap-
plicable to éggzlztm to which the amendment r:gm’red by this
section applies (other than a technical or clerical amendment),
shall take effect only as provided under subsection (c).

(0) Exranoep Appricarion.—The requirements of the rule under
section 201, as amended under subsection (a), shall a pg/ with respect
to the industrial use of natural gas (as defined by the Commission in
such rule), including boiler fuel use of natural gas (as defined in sec-
tion 201(C) (2) )mbly_

12 any industrial boier fuel facility (as defined in section 201
(0)(1)); and

2) any industrial facility which iz within a category defined
by the Commission in such amendment as subject thereunder to
tZe requirements of such rule which is not exempt under section
206

(¢) ConarEssionaL Review.—

(1) Iv esnERAL—Any amendment, the effectiveness of which
9 subject o this subsection, shall take effect beginning with the
first month which begins more than 30 days after the first 30
calendar days of continuous session of Congress (determined in
accordance with section 507 éb) ) after a copy of such amendment
has been submitted to each House of the Congress or on such later
date, not more than 90 days thereafter, as may be provided in such
amendment unless, during such 30 day period of continuous session
of Congress, either House of the Congress adopis a resolution o{
a:'::zgroval described in section 507 (c) (3) with respect to suc

ment,

(2) AUTHORITY IN THE EVENT OF CONGRESSIONAL DISAPPROVAL.—
(4) Avrmoriry to rEsuBMmiz—If either House of the
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Congress adopts a resolution of disapproval with respect to
the amendment required under subsection 8(32 (or ony amend-
ment proposed and submitted under this Hpamgmph) , the
Comanission may thereafter submit to each House of the Con-
gress an amendment, satisgyimg the requirements of subsec-
tions (a) and (b), which amendment shall take effect as
provided under paragm}gh (7).

(B) Liurrarion—The authority of subparagraph (4)
may not be exercised—

(2) earlier than 6 months after the date of the adoption
of the most recent resolution of disapproval with respect
to any such amendment under this section; and

(iig{ later than 8 years after the date of the adoption o{
any resolution of disapproval described in section 507 (¢
(3;/ with respect to the amendment required under sub-
section (a).

SEC. 203. ACQUISITION COSTS SUBJECT TO PASSTHROUGH.

(a) In GevEraL—The {zllowing costs shall be subject to the pass-
through requirements of the rule prescribed under section 201 (includ-
ing any amendment under section 202) .

(1) New NaTORAL 645 ~In the case of new natural gas (as de-
fined in section 102(c)), any portion of the first sale acquisition
cost of such natural gas which exceeds the incremental pricin
threshold applicable for the month in which the delivery of suc
natural gas occurs.

(2) NATURAL GAS UNDER INTRASTATE ROLLOVER CONTRAOT.—In
the case of natural gas, delivered under a rollover contract, which
was not committed or dedicated to interstate commerce on the d
before the date of the enactment of this Act, any portion of the
first sale acquisition cost of such natural gas which ewceeds the
incremental pricing threshold applicable for the month in which
such deliwery occurs.

§3) NEw, onsuore PRODUOTION WELL GAS8.—In the case of natu-
ral gas produced from amy mew, onshore production well (as
defined in section 103(c)), any fortitm of the first sale acquisition
cost of such natural gas which exceeds the inoremenial pricin

threshold applicable for the month in which the delwery of suc
natural gas occurs.

(4) LNG muporrs.—Subject to section 207, in the case of lique-
fled natural gas imported into the United States, any portion of
the first sale acquisition cost of such natural gas (whether or not
lLiquefied when acquired) which exceeds the incremental pricing
threshold applicable for the month in which such liquefied natural
gas enters the United States.

(6) Narvrar as (ormer tHAN LNG@) 1urorrs—=Subject to
section 207, in the case of natural gas (other than Liquefied natural
gas) imported into the United States, any portion of the first sale
acquisition cost of such imported natural gas which exceeds the
mazimum. law ful price, per million Btu's, computed under section
102 (relating to mew natural gas) for the month in which such
natural gas enters the United States, without regard to section 110.
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(6) STrIPPER WELL NATURAL GAS.—In the case of sitripper well
natural gas (as defined in section 108(b) ), any portion of the first
sale acquigition cost of such natural gas which exceeds the maxi-
mum lawful price, per million Btw's, computed under section 102
(relating to new natural gas) for the month in which the delivery
of such natural gas occurs, wit regard to section 110.

(7) Hier-cosr nATURAL 648.—In the case of high-cost natural
gas (as defined in section 107 (c) ), any portion of the first sale ac-
quisition cost of such natural gas which exceeds 130 percent of the
amount the Commission determines represenis——

(A) the weighted average per barrel cost of Number 2
fuel oil landed in the greater New York City metropolitan
area, during an appropriate period preceding the month dur-
ing which delivery of such natural gas occurs; divided by

(B) a Btu conwersion factor of 6.8 million Btws per barrel.

(8) ALASEA NATURAL GAS TRANSPORTATION SYSTEM.—In the case
of natural gas produced from the Prudhoe Bay Unit of Alaska and
transported through the natural gas transportation system ap-
med under the Alaske Natural Gas Transportation Act of

(4) Any portion of the first sale acquisition cost of such
natural gas which is not described in subparagraph (B) and
which exceeds the maximum lawful price, per million Btu's
computed under section 109 (relating to other categories of
natural gas) for the month in which delivery of such natural
gas occurs, without regard to section 110; and

(B) any amount paid to any person (other than the pro-
ducer of such natural gas or an affiliate of such producer)
for, or attribulable to, any compressing, gathering, process-
g, treating, liguefying, or transporting such natural gas, or
any stmilar service provided with respect to such natural gas,
before the delivery of such natural gas to such system.

(9) I¥CcREASED STATE SEVERANCE TAXES.—

(A) IncrrasES INCLUDED~—Any portion of the cost of nat-
ural gas at any first sale attributable to any increase in the
amount of State severance taxes (as defined in section 110(c))
which resulls from a provision of State law enacted on or
after December 1,1977.

(B) CERTAIN CHANGES ALLOWED IN METHOD OF COMPUTING
rax.—Subparagraph (A) shall not apply to any increase in
State severance taxes reaulting from a change in the method
of computation of such tax reason of any provision of

tate law enacted on or after %ecember 1, 1977, if—

(2) as of the effective date of such change in method
of com jon, such increase does not result in an in-
crease wn the level of such tax, expressed as a percentage
of the weighted average first sale price of natural gas
produced in such State, above the percentage of such av-
erage first sale price which such tax constituted on the
day before such effective date; and

(i) such provision of law is equally applicable to nat-
ural gas produced in such State and delivered in inier-
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state commerce and to natural gas produced in such State
and not so delivered.

(O) DrrerMiNaTION OF AVERAGE PRICE~—The price to be
used in determining the weighted average first sale price for
purposes of clause (i) shall be the price paid at the first sale
whach is used by such State in administering such tax (or an
é::g»ted value, if the State uses an event other than a first
sale in administering such taw).

(10) Purcrasks unpEr sEcrion su—In the case of any sale of
natural gas authorized under section 311, any portion of any
amount paid, per million Btw's, in the acquisition of such natwral
gas in any such sale which exceeds the incremental pricing thresh-
old applicable for the month in which such acquisition occurs.

(11) SurcHARGES PAID 10 0THER PIPELINES.—T he amount of any
surcharge (described in section 204(c) (3)) paid by any intersiate
pipeline for natural gas acquired by such pipeline from ancther
wnterstate pipeline.

(b) First Sare Acguisirion Cosrs.—

(1) GEewERAL RULE—F 07 purposes of this section, the first sale
acquisition cost of natural gas is—

(4) the price paid, per million Btu's, in any first sale of
such natural gas, in the case oj any natural ges produced in
the United States and acquired in such first sale; and

(B) the price paid for such natural gas, per million Btw's,
at the point of entry to the United States, wn the case of nat-
*g,’ml gas or liquefied natural gas imported into the United

tates.
Any amount of State severance taxes paid at any first sale shall
not be included under subparagraph (A) or I'SB).

(2) InTERSTATE PIPELINE PRODUCTION.—FoOr purposes of this
section, in the case of any natural gas produced by any interstate
pipelime or any affiliate of such pipeline, the first sale acquisition
cost of such natural gas shall be determined in accordance with
rules preseribed by the Commission.

(¢) Incremenrar Pricing THrRESHOLD.~—For purposes of this sec-
% gke inoremental pricing threshold applicable for amy month
8 e—

1) $1./8 per million Btu’s, in the case of March 1978; and
2) in the case of any monih thereafter, the amount, per mil-
lion Btw's, determined under this subsection for the preceding
month multiplied by the monthly equivalent of the annual infla-
tion adjustment factor (as defined in section 101(a)) applicable
or such month.

(@) Crassiricarion To Be Basep onv Provisions Unwper Walicn
Scﬁ:g 5310& Is Dﬁxwmm.-—ln ti}z;e case of mtwksa{ afh which 18 de-
scribed in more than one paragraph of paragra 1) through (8) o
subsection (a), the G’omm’saz%n Ashal{, by mde? prescribe the m(et;zoé
for determining under which such paragraph the first sale acquisition
costs of such natural gas shall be subject to the passthrough require-
ments of this title, based upon the classification of such natural gas
wunder which the price of such natural gas is determined under title I.
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SEC. 204. METHOD OF PASSTHROUGH.

(a) Esraprisauent or InceeueNrar Pricine Accounr—The rule
required under section 201 (including any amendment under section
to such rule) shall provide that any interstaie pipeline subject to
such rule shall establish and maintain an % pricing account
(hereinafter in this title referred to as the “account™).

(b) COrepirs T0 Account—The rule required under section 201
(including any amendment under section to such rule) shall pro-
vide that any costs subject to the passthrough requirements of this title
under section 203 (and any carrying charges permitted by the Com-
mission) shall be credited to the account of such pipeline. Amounts
80 credited may not be allocated to the rates and charges of such pipe-
line except to the extent provided under this section.

(¢) Rrouirenent ror DIrrcr PAssTRROUGH.—

(1) 1w cewgrar—The rue required under section 201 (includ-
ing any amendment under section 202 to such rule) s be de-
signed to provide that any amounts in any interstate pipeline’s
account will be passed through, in accordance with a method pre-
scribed under paragraph ﬁ) , by means of a surcharge determined
wn accordance with a method prescribed under paragraph (3).

(2) SvrcraRrRGE PassTRROUGH.—T he rule required r section
201 (WM%my amendment under section 202) shall provide—

(4) that any surcharge calculated under paragraph (3)
may not be itmposed by any intersiate pipeline except in
accordance with a met prescribed under subparagraph

B); and
( zé) one or more methods hjor imposing such surcharge on
the rates and charges of such pipeline applicable to any vol-
ume ;g natural gas delwered, during the calendar period in-
volved, for industrial use to any incrementally priced indus-
trial facilities served directly by such interstate pipeline and
to incrementally priced industrial facilities served indirectly
through any other interstate pipeline or any local distribu-
tion company.
(3) Svrcnarce.—
(A) Carcurarion or surcEARGE—Subject to subpara-
ohs (B) and (C), the amount of any surcharge imposed
g;aany interstate pipeline under this subsection on deliveries
of natural gas during the calendar period involved shall be
based on the dollar amount in such pipeline’s account at the
begimsi of such period and on the volume of natural gas
de ifvere? directly or indirectly by suoh pipeline during such
period or a preceding calendar jod to tnerementall
joed industrial facilities for industrial use with such ad-
justments as the Commission determines necessary to carry
out the purposes of this title.
(B) ELiuINATION OR REDUCTION OF SURCHARGE APPLICABLE
70 A4 racrLiry.—The rule under section 201 (includ g any
amendment under section 202 to such rule) shall one
or more methods which have the effect of eliminating or re-
ducing the amount of the surcharge determined under sub-

paragraph (A) to be passed through under paragraph (2)
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with respect to volumes of natural gas to be delivered directly
or indirectly to any incrementally priced industrial facility
for industrial use to the extent that such surcharge, in the
absence of such elimination or reduction, would cause the
rates and charges, per million Btw's, paid for such volumes
of natural gas by that incrementally priced industrial facil-
ity to exceed the appropriate alternative fuel cost.

(O) INCREASE IN GENERAL SURCHARGE TO REFLECT AN AD-
JUSTMENT UNDER SUBPARAGRAPH (B)—The rule under seotion
201 (including any amendment under section 202 to such
rule) shall provide one or more methods by which, in any
case in which the surcharge is eliminated or reduced under
sub mgn:zh (B) with respect to certain deliveries of nat-
ural gas, the interstate pipeline inwolved may recover from
incrementally priced industrial facilities which are not sub-
ject to any surcharge elimination or reduction under sub-
paragraph (B) the dollar amount which would have been
8o passed through if the elimination or reduction under sub-
paragraph (B) not occurred.

D) Exorrrion—The methods prescribed under subpara-
graphs (B) and (C0) need not require—

(z) elimination or reduction under subpamgm% (B)
of the surcharge with respect to any specific deliveries
of natural gas; or

(%) the increase under subparagraph (C) of the sur-
charge generally applicable due to any adjustment under
subparagraph (Bg’,

if the Commission determines that to do so would be im-
pr?:tiaa,bk or unmecessary to carry out the purposes of this
title.

(4) LocAL DISTRIBUTION COMPANY DIRECT PURCHASES—In any
case in which a local distribution company directly incurs any
first sale acquisition cost subject to the passthrough requirements
of this title under section 203 or otherwise directly incurs an
other cost subject to such requirements under sections 20350,) ( 82
(B), (9), or (10), such local distribution company shall, wit
respect to the natural gas involved, be treated for purposes of
thas title as if it were an interstate pipeline.

(6) PrIPELINES AND LOCAL DISTRIBUTION COMPANIES WITH MORE
THAN ONE SOURCE OF NATURAL GA5.—The rule under section 201
(including any amendment under section 202 to such rule) shall
prescribe one or more methods for detem?}nin{; for purposes of
paragraph (2) (fa? and paragraph (3)(4), the volume of nat-
wral gas delivered indirectly by interstate pipeline to any

imerementally priced industrial facility & h any other imter-
state pipeline or local distribution company for purposes of ap-
dpye'/ng subsecton (d) (2).
(d) Depvcrions Frou Accouvnr—

L¢4 % In generaL.—Amounts passed through by amy interstate
pipeline by means of any surcharge wunder this section shall be
deducted from such pipeline’s account.



(2) NorMAL ALLOCATION TO OCCUR WHERE BTU EQUIVALENCY 13
REACHED FOR ALL FACILITIES SERVED BY A PIPELINE—In any case
wn which the rates and charges to incrementally priced industrigl
facilities for natural gas deliverer, directly or indirectly, by any
imterstate a;:gebérw for industrial use to incrementally priced in.
dustrial facilities subject to the rule required under section 201
(including any amendment under section 202 to such rule), are
not less ¢ the appropriate alternative fuel cost, such rule shall
prescribe one or more methods by which amounts in excess of that
reasonably necessary to maintain such rates and charges appli-
cable to such industrial facilities at the appropriate alternative
fuel cost may be deducted from such pipeline’s account and may
be allocated to the rates and charges of such interstate pipeline
m Zg,ny manner which would be permitted in the absence of this
title.

(e) DerErminazioN or ALrERNATIVE FUSL CoST

(1) In GE’A;E’ZBAL.-—E'Q!GBptZ as pr;vided in paragraph (2), the
appropriate alternative cost for any region (as designated
b p:he Convmission shc{lule be the pri ? per millgon Btus, for

wmber 2 fuel oil determined by the Commission to be paid in
such region by industrial users of such fuel.

(2) éwvaﬂo:v OF APPROPRIATE ALTERNATIVE FUEL COST AL-
Lowep.—T he Commission may, by rule or order, reduce the ap-
propriate alternative fuel cost—

(4) for any category n:{e incrementally priced industrial
facilities, subject to the ) gection 201 (in-
chuding any amendment under section 202 to such rule)
Zocatergwit m any region and served by the same interstate
pipeline; or .

(B }L for any specific incrementally priced industrial facil-
1y which is subject to such requirements and which is located
n any region;

to an amount not lower that the price, per million Btw's, for
Number 6 fuel oil determined by the Commission to be n
such region by industrial users of such fuel, if and to the extent
the Comamission determines, after an opportunity for written and
oral presentation of views, dala, @na! arguments, that such re-
duction is necessary to prevent increases in the rates and charges
to residential, 1 commercial, and other high-priority users
of natural gas which would result from a reallocation of costs
caused by the conversion of such industrial facdztzk.:r facilities
Jrom natural gas to other fuels, which conversion is likely to occur
if the level of the appropirate alternative fuel cost were not 8o
reduced.

(f) Dersruivarion or ArprorriaTE Accounting Prriop—The Tule
required to be prescribed in section 201 shall specify the approprute
calendar periods used for purposes of such rule (including any amend-
ment wm£j section 202 to such rule).

(9) Inceemsnrarry Pricep Inpusrriar Faciiry Deringp—For
purposes of this section, the term “incrementally priced industrial
facility” means any industrial facility subject to the requirements of
the under section 201 (including eny amendment under section
202 to such rule).
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(k) InpusrriaL Use DErivep—For purposes of this section, the
term “industrial use”, when used with respect to natural gas, means the
boiler fuel use of natural gas (as defined in section 201(c)(2)) and
any other use defined, by rule by the Commission as an industrial use.

SEC. 205. LOCAL DISTRIBUTION COMPANY PASSTHROUGH REQUIRE-
MENTS.

(¢) GenErRAL Rure—Any surcharge under this title, paid by any
local distribution company with respect to natural gas which 18 in-
directly delivered by any interstate pipeline to incrementally priced
industrial facilities which are served by such local distribution com-
pany, shall be directly passed through to such industrial facilities.

(b) Promisirion on OFFSETTING MoDIFICATIONS IN RATES AND
Crarors.—Any modification of the method of allocating costs to the
rates and charges of such local distribution company in effect on the
date of the enactment of this Act is prohibited if a court, in any action
bnmge under section 504(b) (3), determines that such modification
has ¢ ezﬂ'ect of ereating any offset, in the rates and charges for natural

as applicable to any zmementai&y riced industrial facility served

y such company, for the amount o f any surcharge under this title
paid by such local distribution company with respect to natural gas
delivered by any interstate pipeline indirectly to that incrementally
priced industrial facility.

(¢) Sprctar EnrorcEMENT AUTHORITY OF ATTORNEY (PENERAL —
In addition to such enforcement authority as may be available to the
Commission or any persom, the Attorney General may enforce the
requirements of this subsection in accordamce with the provisions of
sectron 504 (b) (3).

(d) Preeuprion or StaTE oR Locar Law.—The requirements of
this title shall preempt and supersede any provision of State or local
law to the extent such provision of law would preclude the passthrough
of any surcharge under this title or prevent the application of the
requirements of this section,

_(e) Stare Counission Derinep.—For the purposes of this subsec-
twon, the term “State commission” means the State, political subdivi-
sion, or an agency of either, having jurisdiction with respect to the
rates and charges of any local distribution company.

SEC. 206. EXEMPTIONS.

(a) Swarr Existine Ivpvusrriar Boiter Fver Usgrs.—

(1) Inreriv Exemprion—During the period preceding the
effective date of any permanent evemption wnder paragraph (2),
the rule required under section 201 shall not appﬁj with respect
to any boiler fuel use of natural gas by any industrial boiler fuel
facility in existence on the date of the enactment of this Act if
such use of natural gas by such facility does not excced an aver-
age of 300 Mcf per day during any month of a base period deter-
mined appropriate by the Commission.

(2) PERMANENT EXEMPTION.—

(4) Generar ruLe—~Not later than 18 months after the
date of the enactment of this Act, the Commisgion shall
prescribe and make effectwe a rule providing, for the exemp-
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tion of any small industrial boiler fuel facility from the rule
required under section 201 (including any amendment under
section 202 to such rule).

(B) Derivirion—For purposes of this paragraph, the
term “emall industrial boder fuel facility”® means any in-
dusirial boiler fuel facility in ewistence on the date of the
enactment of this Act that had an average per day use of
natural gas as a boiler fuel during the month of peak use
during calendar year 1977 which did not exceed the lesser of—

{z' ) 300 Mcf; or :

ie) such awerage daily rate of use during a month of
peak use as the Commission determines in such rule s
necessary to assure that the volume of natural gas esti-
mated by the Commission to have been used for boiler
Juel during calendar year 1977 by facilities which are
exempled under this paragraph does not exceed 6 per-
cent of the total volwme of natural gas estimated by the
Convmission to have been used for boiler fuel transported
by interstate pipelines and used during calendar year
1977 as a boiler fuel.

(0) Aericurrurar Users or NaTURAL GAs.—

(1) Iwvreriv Exemprion—During the period preceding the
egeecti've date of any permanent evemption under paregrap am&ﬂ),
the rule presoribed under section 201 sfall not apply to any facility
to the extent of any agricultural use of natural gas.

(2) E'xsurrion By rure—Not later thon 18 months after the
date of the enactment of this Act, the Commission shall prescribe
and make effective a rule providing for the exemption from the
rule required under section 201 (including any amendment under
section 202 to such rule) any facility with respect to any agricul-
bural use of natural gas for which the Commission determines that
an alternative fuel or feedstock is not—

2A) economically practicable; or

B) reasonably available.

(8) AericuLTURAL USE DEFINED.—For purposes of this subsec-
tion, the term “agricultural use™, when used with respect to natural
gas, means the use of natural gas to the extent such use is—

(4) for agricultural production, natural fiber production,
nabural fiber processing, food processing, food gquality main-
tenance, trrigation pumping, or crop drying; or

(B) as a process fuel or feedstock in the production of
fertilicer, agricultural chemicals, animal feed, or food.

(¢) Scmoors, Hospirars, anp Cerrain OrrER FaciLiries—The rule
under section 201 (including any amendment to such rule under sec-
tion 202) shall not ap?l to—

(1) any school, %oapatal, or other similar institution;

(2) the generation of electricity by any electric utility, or

(8) to the extent provided by the Commission by rule, any
?alifg/ing cogenerator (as defined in section 3(18) (B) of the

ederal Power Act, as amended by the Public Utility Regulatory
Policies Act 0of 1978).
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(d) Orasr Exemprions—

1) In eenerar—The Commission may, by rule or order, pro-
vide for the exemption, in whole or in part, of any other incre-
mentally priced industrial facility or category thereof from the
rule prescribed under section 201 (including any amendment
under section 202 to such rule).

(2) Coneressionar review.—Any rule which provides for any
exemption under this subsection may take effect after the expira-
tion of the first 30 calendar days of continuous session of Congress
(determined in accordance with section 607 (b)) after a cogg of
such rule has been submitted to each House of the Congress, uniess,
during such 30 day period of continuous session of Congress, either
House of the Congress pts a resolution of dis%proml de-
seribed im section 607 (c) (3), with respect to such

SEC. 207. TREATMENT OF CERTAIN IMPORTS.

(a) Crrrain LNG Inrorrs—Ewcept to the extent of a determina-
tion otherwise under subsection (c) sll)’ the provisions of section
208(a) (4) shall not apply to the passthrough of the first sale acquisi-
tion costs of Z;'fue natural gas (or natural gas vaporized from
liquefied natural gas) imported into the United States if—

(1) the importation of such liquefied natural gas has been
authorized under section 3 of the %uml Gas Act on or before
May 1,1978;

(2) an application for such authority was pending under such
section on such date; or

(8) 4n connection with the granting of any authority under the
Natural Gas Act to import such liquefied natural gas, the Secre-
tary of the Department of Energy or the Commission, in accord-
ance with the Department of Energy Organization Act (or any
delegation or assignment thereunder), determines that a contract
binding on the importer or other substantial financial commit-
ment of the importer has been made on or before such date.

(8) Crrraiv Narvrar Gas Inrorrs (OraEr Taan ING).—Subjeot
to subsection (c)(2), the provisions of section 203(a) (6) shall only
apply to the passthrough of the first sale acquisition costs (:{ volumes
of natural gas (other than liguefied mtum%ugas) itmported into the

nited States which exceeds both—

(1) the mazimum delivery obligations, for the month in which
such delivery-of such natural gas occurs, which is specified in
contracts entered into on or before May 1, 1978, and in effect when
such delivery occurs; and

(2) the volume of natural gas imported into the United States
by the interstam;wh‘m tnwolved during amy corresponding
pemo;d 97( getem' appropriate by the Commission) of calendar

ear .

(¢) Avrmoriry Wira Respect 1o INCREMENTAL PRICING 0OF NATURAL
G458 or LNG InpPoRTS.— |

(1) LNG vporrs—8Subsection (a) (2) and (3) shall not apply
with respect to any liquefied natural gas imports if, in connection
with the granting of any authority under the Natural Gas Act to
import such liquefied natural gas, the Secretary of the Department

2-8270-78 -3
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of E'nergy or the Commission, in accordance with the assignment
f{ functions under the Department of Energy Organization Act,

etermines that the provisions of section 203(a)(}) shall apply
with respect to such Liquefied natural gas imports.

(2) Narurar ¢as iurorrs (oraer raaN LNG).—The provisions
of sections 203(a) (6) shall apply to the passthrough of the first
sale acquisition costs of volumes of natural gas (other than lique-
fied natural gas) imported into the United States which exceed
the volume of natural gas imported into the United States by the
interstate pipeline tnvolved during any corresponding period (de-
termined appropriate by the Commission) of calendar year 1977
if, in conmection with the granting of any authority wnder the
Natural Gas Act to import such natural gas, the Secretary of the
Department of Energy or the Commission, in accordance with
the assignment of functions under the Department of Energy
Organization Act, determines that the provisions of section 203
(a) (6) shall apply with respect to such natural gas imports.

SEC. 208. ALASKA NATURAL GAS.

In the case of natural gas produced from the Prudhoe Bay Unit of
Alaska and trmw%earted through the natural gas transportation system
approved under the Alaska Natural Gas Transportation Act of 1976—

(1) any portion of the first sale acquisition cost of such natural
gas wncurred by any interstate pipeline which is not required to
be incrementally priced under this title, and

(2) any amount incurred by any interstate pipeline, for trans-
portation of such natural gas after delivery of such natural gas
to such system,

shall be allocated to the rates and charges of such interstate pipeline
in accordance with the general principles applicable on the date of
the enactment of this Act for establishing rates in connection with the
issuing of certificates under the Natural Gas Act for interstate pipe-
lines.

TITLE III—ADDITIONAL AUTHORITIES AND
REQUIREMENTS

SUBTITLE A—EMERGENCY AUTHORITY

SEC. 301. DECLARATION OF EMERGENCY.

(¢) Presipentiar Drcrararion—The President may declare a nai-
ural gas supply emergency (or extend a previously declared emer-
gency) if he finds that— _

(1) a severe natural gas shortage, endangering the supply o f
natural gas for high-priority uses, exists or is imminent in the
United States or in any reioion thereof ; and .

(2) the exercise of authorities under section 302 or section 303
is reasonably necessary, hawing ewhausted other alternatives to
the maximum extent practicable, to assist in meeting natural gas
requirements for such high-priority uses.

(d) Liurrarion— _

(1) Exeirarion—Any declaration of g matural gas hﬁ{ply
emergency (or extension thereof) under subsection (), shail ter-
minate at the earlier of —
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(A) the date on which the President finds that any short-
age described in subsection (a) does not exist or is not im-~
minent ; or

(B) 120 days after the date of such declaration of emer-
gency (or extension thereof).

(82) Exrensions—Nothing in this subsection shall prohibit the
President from ewtending, under subsection (a), any emergency
(or extension thereof), previously declared under subsection (a),
upon the expiration of such declaration of emergency (or ewten-
gion thereof) under paragraph (1) (B).

SEC. 302. EMERGENCY PURCHASE AUTHORITY.

(a) PrESIDENTIAL AUuTBORIZATION.—During any natural gas mply
emergency declared under section 301, the President may, by or
order, authorize any interstate pipeline or local distribution company
served by any interstate pipeline to contract, upon such terms and
condit.ons as the President determines to be appropriate (including
provisions respecting fair and equitable prices), for the purchase of
emergency supplies of natural gas—
(1) from any producer of natural gas (other than a producer
gho )z'sfaﬁlia,ted with the purchaser, as determined by the Presi-
ent) if—
(4) such natural gas is not produced from the Outer Con-
timental Shelf; and
(B) the sale or transportation of such natural gas was not
pursuant to a certificate issued under the Natural Gas Act
wmmediately before the date on which such coniract was en-
tered into; or
(2) from any intrastate pipeline, local distribution company,
or other person (other than an interstate pipeline or a producer
of natural gas).

(b) Conrraor Durarion—The duration of any contract author-
ized under subsection (a) may not exceed 4 months. The preceding
sentence shall not prohibit the President from authorizing under sub-
section (a) a renewal of any contract, previously authorized under
such subsection, following the expiration of such contract.

(¢) RELATED TRANSPORTATION AND FaciLizies—T he President may,
by order, require any pipeline to transport natural gas, and to con-
struct and operate such facilities for the transportation of natural gas,
as he determines necessary to carry out any contract authorized under
subsection (a). The costs of any construction or transportation ordered
under this subsection shall be paid by the purchaser of natural gas
under the contract with respect to which such order is issued. No order
to transport natural gas under this subsection shall require any pipe-
line to transport natural gas in excess of such pipeline’s available
capacity.

(@) Mainrenance or ApeQuatrk Rrcorps.—The Commission shall
require any interstate pipeline or local distribution company contract-
ing under the authority of this section for natural gas to maintain and
make available full and adequate records comcerning transactions
under this section, including records of the volumes of natural gas
purchased under the authority of this section and the rates and charges
for purchase and receipt of such natural gas.
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(¢) 8ercrar Livirarion—No sale under any emergency purchase
contract under this section for emergency supplies of natur gas for
sale and delivery from any intrastate pipeline which is operating under
court supervision as of January 1, 1977, may take effect 8 the
court approves.

SEC.303. EMERGENCY ALLOCATION AUTHORITY.

(2) Iv Generar—~In order to assist in meeting natural gas require-
ments for high-priority uses of natural gas during any natural gas
%ply emergency declared under section 301, the President may, by
(d)e?;, allocate supplies of natural gas wnder subsections (b), (¢), and

O—
{I; any interstate pipeline;
2) any local distribution company—

é ) which is served by any interstate pipeline;

B) ”%hwk 8 providing natural gas only for high-priority
uses; @

(C) which is in need of deliveries of natural gas to assist
in meeting natural gas requirements for high-priority uses
of natural gas; and

(3) any person for meeting requirements of high-priority uses
of natural gas.

(6) Arrocarion or CertaIn Borier Fust Gas—

(1) Rreguirep rinping.—The President shall not allocate sup-
plies of natural gas under this subsection unless he finds that—

(4) to the mawimum cwtent ticable, emergency pur-
chase authority under section % been utilized to assist
in meeting natural gas requirements for high-priority uses of
natural gas;

(B) emergency purchases of natural gas supplies under sec-
tion 30¢ are not likely to satisfy the natural gas requirements
for such high-priority uses;

(C) the ewercise of authority under this subsection is rea-
sonably necessary to assist in meeting natural gas require-
ments for such high-priority uses; and

(D) any interstate pipeline or local distribution company
receiving such natural gas has ordered the termination of
all deliveries of natural gas for other than high-priority uses
and attempted to the mamimum extent practicable to ter-
minate such deliveries.

(8) Airocarion avraoriTY~—Subject to paragraph (1), in or-
der to assist in meeting natural gas requirements for high-priority
uses of natural gas, the President may, by order, allocate supplies
of natural gas the use of which has been prohibited by ihe Presi-

ent pursuant to authority under section 607 of the Public Utility

Reguﬁrory Policies Act of 1978 (relating to the use of natural gas
as a botler fuel during any natural gas supply emergency).
(¢) Arrocarion or GENvERAL PIrErLINg SUPPLY —

(1) Reguirep rinpines.—The President shall not allocate sup-
plies of natural gas under this subsection unless he finds that—

(4) to the mawimum extent practicable, allocation of
supplies of natural gas under subsection (b) has been uit-
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lized to assist in meeting natwral gas requirements for high-
priority uses of natural gas,

(B) the emercise of such authority is not likely to satisfy
the natural gas requirements for such high-priority uses;

(C) the exercise of authority under this subsection is rea-
sonably necessary to assist in meeting natwral gas require-
ments for such high-priority uses;

(D) any interstate pipeline or local distribution company
recewing such natural gas has ordered the termination of
all deliveries of natural gas for other than high-priority
uses and attempted to the maximwm ewtent practicable to
terminate such deliveries,

(E) such allocation will not create, for the interstate pipe-
line delivering certificated natural gas, o supply shortage
which will cause such pipeline to be unable to meet the nat-
ural gas requirements for high-priority uses of natural gas
served, directly or indirectly, by such pipeline; and

() such allocation will not result in a disproportionate
share of deliveries and resulting curtailments of natural gas
being emperienced by such interstate pipeline when com-

pared to deliveries and resulting curtailments which are ex-
perienced as a result of orders issued under this subsection
applicable to other interstate pipelines (as determined by the
President).

(2) REQUIRED NOTIFICATION FROM STATE.—

(4) Noriricarion.—The President shall not allocate sup-
glz’es of natural gas under this subsection unless he is notified

y the Governor of any State that—

(¢) a shortage of natural gas supplies available to such
State exists or i8 imminent

(#2) such shortage or imminent shortage endangers
the supply of natwral gas for high-priority uses in such
State; and

(iiz) the exercise of authority under State law i in-
adequate to protect high-priority uses of natural gas in
such State from an interruption in natural gas supplies.

(83) Basis or rivpinag.—To the mavimwum ewmtent practioable,
the Governor shall submit, together with MZ notification under
subparagraph gﬁ.b) , information wpon which he has based his find-
ing under such subparagraph, inchuding—

(2) volumes of matural gas required to meet the natural
gas requirements for high-priority uses of natwral gas in
such State;

(i) information recetwed from persons in the business of
pr ing, setling, transporting, or delivering natural gas in
such State as to the volumes of natural gas supplies available
to such State;
m}iﬁ) information on the authority under State law which

Ul be exercised to protect high-priority uses; and

(w) such other information which the President requests
or which the Governor determines appropriate to apprise
the President of emergency deliveries and transportation of
interstate natural gas ne by such State.
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(4) Arrocarion avrmorITY —Subject to paragraphs (1), (&),
and (5), in order to assist in meeting natural gas requirements
for high-priority uses of natural gas, the President may, by or-
der, allocate supplies of certificated natural gas from any inter-
state pipeline.

(6) CoNSIDERATION OF ALTERNATIVE PUEL AVAILABILITY.~—In
issuing any order under this subsection the President shall con-
sider the relative availability of alternative fuel to natural gas
users supplied by the interstate pipeline ordered to make deliv-
eries pursuant to this subsection.

(d) Arroocarion or User-OwNED Gas.—

(1) Rrouirep rinving—The President shall not allocate sup-
plies of natural gas under this subsection unless he finds that—

(A) to the maximum extent practicable, allocation of sup-
plies of natural gas under subsection (c) has been utilized to
assist in meeting natural gas requirements for high-priority
uses of natural gas,

(B) the exercise of such authority is not likely to satisfy
the natural gas requirements for such high-priority uses;

(C) the exercise of authority under this subsection is rea-
sonably necessary to assist in meeting natural gas require-
ments for such high-priority uses;

(D) any interstate pipeline or local distribution company
receiving such natural gas has ordered the termination of all
deliveries of natural gas for other than high-priority uses and
attempted to the mazimum extent practicable to terminate
such deliveries; and

(&) such allocation will not create, for the person who
owns and would otherwise use such natural gas, a supply
shortage which will cause such person to be unable to satisfy
such person’s matural gas requirements for high-priority
uses,

(2) Azrocarion avrmoriry.—Subject to paragraphs (1) and
(3), in order to assist in meeting natural gas requirements for
high-priority uses of natural gas, the President may, by order,
allocate supplies of natural gas which would be certificated natu-
ral gas but for the second sentence of section 2(19).

(3) CoNSIDERATION OF ECONOMIC FEASIBILITY OF ALTERNATIVE
FUELS.—In issuing any order under this subsection, the President
shall consider the economic feasibility of alternative fuels avail-
able to the user which owned the natural gas subject to an order
under this subsection.

() Limirarion.—No order may be issued under this section unless
the President determines that such order will not rggzzm transporta-
tion of natural gas by any pipeline in excess of its avalable transporta-
tion capacity.

(f) Ixpvstry Assistance~—T he President may request that repre-
sentatives of pipelines, local distribution companies, and other persons
meet and provide assistance to the President in carrying out his au-
thority under this section.

(g) CoureNnsarion.— .

(1) I~ eenveErAL~—If the parties to any order issued under sub-
section (&), (c¢), (@), or (h) fail to agree upon the terms
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of compensation for natural gas deliveries or transportation re-
quired pursuant to such order, the President, after a hearing held
either before or after such order takes effect, shall, by supple-
mental order, prescribe the amount of compensation to be paid
for such deliveries or transportation and for any other ewpenses
meurred n delivering or transporting natural gas.

(2) CALcULATION OF COMPENSATION FOR CERTAIN BOILER FUEL
NATURAL @45.—For purposes of any supplemental order under
paragraph (1) with respect to emergency deliveries pursuant
to subsection (b), the President shall caleulate the amouni of
compensation—

(4) for supplies of natural gas based upon the amount
required to make whole the user subjeot to the prohibition
order, but in no event may such compensation exceed just com-
pensation prescribed in section 607 of the Public Utility Reg-
ulatory Policies Act of 1978 and

(B) for transportation, storage, delivery, and other serv-
ices, based wupon reasonable costs, as determined by the
President.

(8) CoMPENSATION FOR OTHER NATURAL GAS ALLOCATED.—KFor the
purpose of any supplemental order under paragraph (1), if the
partg making emergency deliveries pursuant to subsection (¢)
or —

(@) (4) indicates a preference for compensation in kind, the
President shall direct that compensation in kind be provided
as expeditiously as practicable;

(B) indicates a preference for compensation, or the Presi-
dent determines that, notwithstanding paragraph (A) of
this subsection, any portion thereof cannot practicably be
compensated in kind, the President shall calculate the amount
of compensation—

¢) for supplies of natural gas, based upon the amount
required to make the pipeline and its local distribution
companies whole, in the case of any order under subsec-
tion (c), or to make the user from whom natural gas
8 allocated whole, in the case of any order wnder subsec-
section (@), inchuding any amount aotually paid by such
pipeline and its local distribution companies or such user
for volumes or natural gas or higher cost synthetic gas
ﬁguired to replace natural gas subject to an order under

section (c) or (d) ; and

(¢2) for tramsportation, storage, delivery, and other
services, based upon reasonable costs, as determined by
the President. Compensation received by an interstate
pipeline under this subsection shall be credited to the
account of any local distribution company served by that
pipeline to the extent ordered by the President to make
such local distribution company whole.

(k) Brrarep TRavsPorTaTION AND FaciLiTies—T he President may,
by order, require a%pelim to transport natural gas, and to construct
and operate such facilities for the transportation of natural gas, as he
determines necessary to carry out any order under subsection (b), (c),
or (d). Compensation for the costs of any construction or transportae-
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tion ordered under this subsection shall be determined under subsec-
tion (g) and shall be paid by the person to whom supplies of natural
gas are ordered allocated under this section.

(2) Mowizoring.—In order to effect the purposes of this subtitle, the
President shall monitor the operation of any order made pursuant
to this section to assure that natural gas delivered pursuant to this
section is applied to high-priority uses only.

_(7) Comuission Stupy—Not later than June 1, 1979, the Commis-
ston shall prepare and submit to the Congress a report regarding
whether authority, to allocate natural gas, which is not otherwise
subject to allocation under this subtitle,is likely to be necessary to meet
high-priority uses.

(%) Derivrrion or Hicr-Prioriry Use—For purposes of this sec-
tion, the term “high-priority use” means any—

21; use of natural gas in a residence,
2) use of natural gas in a commercial establishment in amounts
less than 60 Mcf on a peak day ; or
(3) any use of natural gas the curtailment of which the Presi-
dent determines would endanger life, health, or maintenance of
physical property.
SEC. 304. MISCELLANEOUS PROVISIONS.

(@) InrorMaTION —

(1) OBrarninG or INFORMATION —In order to obtain information
Lo carry out his authority under this subtitle, the President may—

(A) sign and issue subpenas for the attendance and testi-
mony of witnesses and the production of books, records,
papers, and other documents,

(B) regquire any person, by general or special order, to
submat answers in writing to interrogatories, requests for
reports or for other information, and such answers shall be
made within such reasonable period, and under oath or other-
wise, as the President may determine; and

(C) secure, upon request, any information from any Fed-
eral agency.

(2) ENFORCEMENT OF SUBPENAS AND ORDERS.—T he appropriate
United States district court may, upon petition of the Attorney
General at the request of the Presf'dz;nt, in the case of refusal to
obey a subpena or order of the President issued under this sub-
section, issue an order requiring compliance therewith, and any
failure to obey an order of the court may be punished by the court
as a contempt thereof.

(8) Rrprorring or PricEs Anp Vorvnes.—In issuing any order under
section 302 or 303, the President shall require that the prices and
volumes of natural gas delivered, transporied, or contracted for pursu-
ant to such order shall be reported to him on a weekly basis. Such
reports shall be made available to the Congress.

(¢) PresipEntIiaL Beports 10 Conoress—T he President shall report
to the Congress, not later than 90 days following the termination under
section 301(d) of any declaration of a natural gas supply emergency
(or extension thereof) under section 301 (a), respecting the ewercise of
authority under section 301,302, 303, or this section.
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(d) Drreearion or Avrroririss—The President may delegate all
or any portion of the authority granted to him under section 501, 302,
308, or this section to such Federal officers or agencies as he deter-
mines appropriate, and may authorize such redelegation as may be
appropriate. Evcept with respect to section 552 of title 6 of the United
States Code, any Federal officer or agency to which authority is dele-
gated or redelegated under this subsection shall be subject only to such
procedural requirements respecting the exercise of such authoritg as
the President would be subject to if such authority were not so dele-
gated.

(¢) AnxTITRUST PROTECTIONS.—

(1) Dsrenses.—There shall be available as a defense for any
%erson to civil or criminal action brought for violation of the
ederal antitrust laws (or any similar law ko[ any State) with
respect to any action taken, or meeting held, pursuant to a
r of the President under section 303 (b), (¢), (&), or (3}, or
any meeting held pursuant to a request of the President under
section 303(g), if—

(A4) such action was taken or meeting held solely for the
purgose of complying with the President’s request or order;

(B) such action was not taken for the purpose of injuring
competition; and

(C) an}g: such meeting complied with the requirements of
paragraph (2).

Persons interposing the defense provided by this subsection shall
have the burden of proof, except that the burden shall be on the
person against whom the d:{;me 18 asserted with respect to
whether the actions were taken for the purpose of injuring
competition.

g) RrequiremenTs or MeeTINGS.—With respect to any meeting
held pursuant to a request by the President under section 303(g)
or pursuant to an order under section 305—

(4) there shall be present at such meeting a full-time
Federal employee designated for such purposes by the At-
torney General;

(Bg a full and complete record of such meeting shall be
taken deposited, together with any agreements resulting
therefrom, with the Attorney CGeneral, who shall make 1t
available for public inspection and copying;

(C) the Attorney General and tfe ederal Trade Com-
mission shall have the opportumity to participate from the
beginning in the development and carrying out of agree-
ments and actions under section 303, in order to propose any
alternative which would avoid or overcome, to the greatest
extent practicable, possible amticompetitive effects while
achieving substantially the purposes of section 303 and any
order thereunder; and

(D) such other procedures as may be speoz'{ied by the Pres:-
dent in such request or order shall be complied with.

(f) Errecr ox CrrraINn ConTrRa0TUAL OBLIGATIONS.~—T here shall be
available as a defense to any action brought for breach of contract
under Federal or State law arising out of any act or omission that such
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act was taken or that such omission occurred for 08¢s of complayi
with any order issued under section 303. for pure f complying
(9) Preeuprion.—Any order issued pursuant to this title shall pre-
ot any provision of amy program for the allocation, emergency
delivery, transportation, or purchase of natural gas established by any

State or local government if such program is in conflict with any such
order.

SUBTITLE B—OTHER AUTHORITIES AND REQUIREMENTS

SEC. 311. AUTHORIZATION OF CERTAIN SALES AND TRANSPORTATION.
(@) Comuisston AprrrovaL or TRANSPORTATION.—
(1) {nTERSTATE PIPELINES.—

(A) I~ generarL—1'he Commission may, by rule or order,
authorize any interstate pipeline to transport natural gas on
behalf of—

(2) any intrastate pipeline; and

(¢2) any local distribution company.

(B) Jusr anp ReAsoNaBLE raTEs.—The rates and charges
of any interstate pipelime with respect to any transportation
authorized under subparagraph (A) shall be just and reason-
able (within the meaning of the Natural Gas Act).

(2) INTRASTATE PIPELINES.—

(4) Inv eeNveERAL—~T he Commission may, by rule or order,

gu%o;w; any inirastate pipeline to transport natural gas on
e of—

(2) any mterstate pipeline; and

(%) any local distribution company served by any
intersiate pipeline.

(B) RarEs aND cBARGES.—

(2) Maziyun rpair anp EQUITABLE PRICE.—T he rates
and charges of any intrastate pipeline with respect to
any transportation authorized wunder subparagraph
(4), including any amount computed in accordance with
the rule prescribed under clause (it), shall be fair and
equitable and may not ewceed an amount which is
reasonably comparable to the rates and charges which
interstate pipelines would be permitted to charge for

tding similar transportation service.

(¢8) Comuission rRuLk.—T he Commission shall, by rule,
establish the method for calculating an amount necessary
to—

(I) reasonably compensate any intrastate pipe-
line for ewpenses incurred by the pipeline and asso-
ciated with the providing of any gathering,
treatment, processing, transportalion, delivery, or
stmilar service provided by such pipeline in con-
nection with any transportation of natural gas
authorized under subparagraph (4) ; and .

(I1) provide an opportunity for such pipeline to
earn a reasonable profit on such services.
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(0) Coxmission Arprovar or SALES.—
(1) In ¢enverar.~The Commission may, by rule or order, au-
thorize any intrastate pipeline to sell natural gas to—

(4) any interstate pipeline ; and

(B) any local distribution company served by any inter-
state pipeline.

(82) Rarrs aND CHARGES.—

(A) Maximon rair anp EQUITABLE PRICE—T he rates and
charges of any intrastate pipeline with respect to any sale
of natural gas authorized under paragraph (1) shall be fair
and eguitd;gle and may not exceed the sum of—

(2) such intrastate pipeline’s weighted average acquisi-
tion cost of natural gas;

(i) an amount, computed in accordance with the rule
prescribed under subparagraph (B); and
9. wi) any adjustment permitted under subparagraph

(B) Conxmission rure—The Commission shall, by rule,
establish the method for caloulating an amount necessary to—

(2) reasonably compensate amy intrastate pipeline for
expenses incurred by the pipeline and associated with
the providing of any gathering, treatment, processing,
iramsportation, or deliwery service pram'aied by such
pipeline in connection with any sale of natural gas au-
thorized wnder paragraph (1) ; and

(&) provide an opportunity for such pipeline to earn
a reasonable profit on such services.

(C) Apsvsruenr.—

(¢) Apprrcarion.—This subparagraph shall apply in
any case in which, in order to deliver (:?/ vafmw of
natural gas pursuant to any sale authorized under para-
graph (1), any intrastate pipeline acquires quantities of
natural Fas under any emisting coniract, if—

(£) such intrastate pipeline acquires any volume
of natural gas under such contract in ewcess of that
wﬂlﬁch such pipeline would otherwise have acquired;
a

(I1) the price pad for such additional volume of
natural gas acquired under such conitract is greater
than such pipeline’s weighted average acquisition
cost of natural gas, co ted without regard to the
acquigition of such itional volume of natural
gas.

(%) Comuission ADJUSTMENT—In amy case to which
this subparagraph applies, the Commission shall permit
an adjusiment to the maxvmum fair and equitable price
provided under subparagraph (A) to increase the reve-
nue to the intrastate pipeline under such sale by an
amount determined by the Commission to be adequate
to offset the additional cost inourred by such pipeline due
to any inerease in such pipeline’s weighted average ac-
quisition cost of nabural gas.
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(8) Lmurrarion—

(A) Two-vear pvraTiON —No authorization of any sale
(or any extension thereof) under paragraph (1) may be for
a period exceeding two years.

(B) Exrension—Any authorization of any sale under
paragraph (1), and any extension of eny such authorization
under this subparagraph, may be extended by the Commis-
ston tf such extension satisfies the requirements of this
subsection.

(4) ADEQUACY OF SERVICE TO INTRASTATE CUSTOMERS.—Any sale
authorized under paragraph (1) shall be subject to interruption
to the extent that natural gas subject to such sale is required to
enable the intrastate pipeline involved to provide adequate serv-
ice to such pipeline’s customers at the time of such sale.

(6) PROCEDURAL REQUIREMENTS.—

(A) Arripavir—Any application for authorization of any
sale under paragraph (1) shall be accompanied by an affidavit
filed by the intrastate pipeline involved and setting forth—

(2) the identity of the interstate pipeline or local dis-
tribution company inmwolved;

() each point of delivery of the natural gas from the
intrastate pipeline;

(74¢) the estimated total and daily volumes of natural
gas subject to such sale;

() the price or prices of such volumes; and

(v) such other information as the Commission may,
by rule, require.

(B VErIFICATION OF COMPLIANCE.—Amny application for au-
thorization of any sale under paragraph (1) shall be accom-
panied by a statement by the intrastate pipeline inwolved
verifying by oath or affirmation that such sale, if authorized,
would comply with all requirements applicable to such sale
under this subsection and all terms and conditions established,
bcijle rule or order, by the Commission and applicable to such
sale.

(6) TerMINATION OF SALES—

(4) Hrarive.—Upon complaint of any interested person,
or upon the Commission’s own motion, the Commission shall,
after affording an opportunity for oral presentation of views
and arguments, terminate any sale authorized under para-
graph (1) if the Commassion determines—

(2) such termination is required to enable the inira-
atate pipeline involved to provide adequate service to the
customers of such pipeline at the time of such sale;

(%) such sale inwolves the sale of natural gas acquired
by the intrastate pipeline involved solely or primarily
for the purpose of resale of such natural gas pursuant
to a sale authorized under paragraph (1);

(é33) such sale violates any requirement of this sub-
section or any term or condition established, by rule or
order, by the Commission and applicable to such sale;
or

(i) such sale circumvents or wiolates any provision
of this Act.
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(B) Suspsnsion PENDING BEARING~—Prior to any hearing
or determination required under subparagraph (4), upon
complaint of any interested person or upon the Commassion’s
own motion, the Commission may suspend any sale authorized
under paragraph (1) if the Commission finds that it is Zz’lce%
that the determinations described in subparagraph (A) wi
be made following the hearing required under subparagraph

A).

( 0) Drrermivarion~—The determination of whether any

interruption of any sale authorized under paragraph (1)

i8 required under subparagraph (A)w(z') shall be made by

the (%llmmission without regard to the character of the use
of natural gas by any customer of the intrastate pipeline
tnwolwed.

(D) S8rare InTERVENTION.—AnY interested State may inter-
vene as a matter of right in any proceeding before the Com-
mission relating to any determination under this section.

(?) Disarrrovar or Appricarion—The Commission shall dis-
approve any application for authorization of any sale under para-
graph (1) tf the Commission determines—

A) such sale would impair the ability of the intrastate
pipeline inwolwed to provide adequate service to its cus-
tomers at the time of such sale (without regard to the
character of the use of natural gas by such customer);

(B) such sale would inwolve the sale of na gas
acquired by the intrastate pipeline involved solely or pri-
maril%or the purpose of resale of such natural gas pursuant
to a sale authorized under paragraph (1);

(C) such sale would violate any requirement of this sub-
gection or any term or condition established, by rule or
order, by the Commission and applicable to such sale; or

(D) such sale would circumwvent or violate any provision
of this Act.

(¢) Trrus anp Cowpirions—Any authorization granted under this
section shall be under such terms and conditions as the Commission
may prescribe.

SEC. 312. ASSIGNMENT OF CONTRACTUAL RIGHTS TO RECEIVE SUR-
PLUS NATURAL GAS.

(a) Aurmorizarion or Assienuenrs—The Commission may, by
rule or order, authorize any intrastate pipeline to assign, without com-
pensation, to any intersiate pipeline or local distribution company
all or any portion of such intrastate pipeline’s right to receive surplus
natural gas at any first sale, wpon such terms and conditions as the
Commission determines appropriate,

(b) Errecr or Avrnorizarron Uwoer Svssecrion (A).—For the
effect of an authorization under subsection (a), see section 601 (re-
lating to the coordination of this Act with the Natural Gas Act).

(¢) Svrerus Narvrar Gas.—For purposes of this section, the term
“surplus natural gas” means any natural gas—

(1) which is not committed or dedicated to interstate com-
merce on the day before the date of the enactment of this Act;

(2) the first sale of which s subject to a maximum lawful price
established under title I of this Act; and

(8) which iz determined, by the State ag having regula-
tory purisdiction over the intrastate pipeline which would be en-
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titled to receiwe such natural gas in the absence of any assignment

Yo exceed the them current demands on such pipeline for natural
gas.

SEC. 313. EFFECT OF CERTAIN NATURAL GAS PRICES ON INDEFINITE
PRICE ESCALATOR CLAUSES.

(@) Hiren-Cosr Narvrar Gas—No price paid in any first sale of
high-cost natural gas (as defined in section 107 (¢)) may be taken into
account in @ ing any indefinite price escalator clause (as defined in
section 106(b) (3) (B)) with mafect to any first sale of any natural
gas other than high-cost natural gas (as a%ﬂwd in section 107(c)).

(b) Ormer Trawsacrions—No price pai
(I; m any sale authorized under section 302(a), or
((2 )pwmnt to any order issued under section 303 (b), (¢), (d),
or(g),
may be taken into account in a img any indefintte price escalator
clause (as defined in section 105(% 3)71?3) ).
SEC. 314. CLAUSES PROHIBITING CERTAIN SALES, TRANSPORTATION,
AND COMMINGLING.

(@) Generar Rure—Any provision of any contract for the first
sale of natural gas is hereby declared against public policy and un-
enforceable with respect to any natural gas covered by this Act if such

sion—

(1) prohibits the commie;gling of natural gas subject to such
contract with natural gas subject to the jurisdiction of the Com-
mission under the provisions of the Natural Gas Act;

(2) prohibits the sale of any natural gas subject to such contract
to, or transporiation of an%:uch natural gas by, any person sub-
ject to the jurisdiction of the Comvmission under the Natural Gas
Act, or otherwise prohibits the sale or transportation in interstate
comamerce (within the meaning of the Natural Gas Act) of natu-
ral gas subject to such contract, or . '

(8) terminates, or grants any party the option to termanate,
any obligation under any such contract as a result of such com-

mu;rg' ling, sale, or transportation.
(5) Narvrar Gas Coverep By Tais Acr—For purposes of subsec-
tion (a), the term “natural zas covered by this Act” means—

2 1) natural gas which is not committed or dedicated to inter-
state commerce as of the day before the date of the enactment of
this Act;

(2) natural gas, the sale in interstate commerce of which—

A) i3 authorized under section 302(a) or 311(b); or
M&B ) is pursuant to an assignment under section 312(a),

(3% natural gas, the transportation in interstate commerce of
which is—

(A) pursuant to any order under section 302(c) or section
303 (b), (c), (&) or (k) or .. .
(B) authorized by the Commission under section 311 (a).
SEC. 315. CONTRACT DURATON; RIGHT OF FIRST REFUSAL; FILING
~ OF CONTRACTS AND AGREEMENTS.
a) Conrracr DUBATION.— o
(@ (1) Generar rurs—The Commission may, by rule or order,
specify the minimum durabion of any coniract (other than any
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existing contract) for the pumhase of natural gas to whick section
601 () (1) (4) or (B) s licable. In no case may the minimum
contract duration specified under this paragraph applicable to
natural gas produced from any reservoir exceed 16 years or, if
less, the commercially prodmcible life of such reservowr. The pro-
visions of this raph shall not apply to contracts of natural
gas subject to ¢ gmrewwnts of paragraph (38).
(2) ONDISCRIMINATORY APPLICATION.—

A In eENERAL—Ewcept as provided in su mgmph
ﬂw Conunission may not exercise the a,utlg)nt

under paragrap ag ) i a manner which—

(§) provides an advantage to interstate pipelines by
dwertmg supplies of ratural gas to interstate pipelines
and thereby denymg adequate supplies of natural gas to
intrastate pipelines; or

(i2) ot rwzse disoriminates between purchases by
interstate pipelines and intrastate pipelines of natural

(g ) Sprorar oirovMsTaNcES—The Commission may va
any requirement established wnder paragraph (1) wil
respect to any contract by an interstate pipeline or intrastate
pipeline to the ewvtent necessary to respond to special
circumstances.

(3) Conrracrs ror PurcBASE oF OCS NaATURAL Gas.—The Com-
mission shall prescribe a rule which shall require that any first sale
contract (other than any ewxisting contract) for the purchase of
natural gas which is produced from amy reservoir on the Outer
Continental Shelf and which is new natural gas (as defined in
section 109(6)2 or high-cost natural gas (as defined ¢ m section 107
(c) (1), (2), (3), or (4)) shall be for a duration of not less
than 16 years or, if less the commercially produozble ife of the
reservolr.

(b) Orrers; Rigar or First Rerusar.—

(1) Aprricarion—This subsection shall apply with respect to
any natural gas which is committed or detgwa,ted to interstate
commerce on the day before the date of the enactment of this Act
and which is—

(4) high-cost natural gas (as defined in section 107 (c) (1),
(#),(39), 00 ()

new natural gas (as defined im section 102(c)) ; or
6’ natural gas oduced from any new, onshore produa
tion well (as de in section 103(c) ).
This subsection shall not apply to any natural gas committed or
dedicated to interstate commerce solely by reason of section 2 (I 8)

(4) (),

22 Orrer oF sALE—T he Commission shall, by rule, re
that if natural gas subject to the requirements of this Mseotm zs

ed on or after the first day of the first month beginni

after the date of the enactment of thzs Act, a bona fide offer to 8:&
such natural gas must be made to the person who, but for the pro-
visions of section 601(a) (1) (B) (relatmg to demgulatwn) would
have been entitled pursuant to the commitment or dedication of
such natural gas to interstate commerce to recetwe such natural gas
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¢f such natural gas were sold (or any successor in interest to such
person).

(3) Rierr or rirsr rervsar—The Commission shall, by rule,
require that fo g—

(4) the empiration or termination of any contract with
respect to the first sale of natural gas subject to the require-
ments of this subsection to the person who, but for the pro-
visions of sections 601(a) (1) (B) (relating to deregulation),
would have been entitled pursuant to the commitment or
dedication of such natural gas to interstate commerce to
recewe such natural gas if such natural gas were sold (or any
successor in interest to such person), or

(Bg any rejection of any bona offer, described in para-
graph (2), to sell natural gas subject to the requirements of
this subsection,

such f:{son who would have been entitled to receive such natural

gas shall be granted a right of first refusal of the first offer to sell

such natural gas which, subject to the exercise of any right of first

refusal under this paragraph, has been substantially accepted in
meiple by another person in an arms-length transaction.

(o; 1LINg oF ConTRACTS AND ANcIiLLaARY AcrEENENTS.—T he Com-
mission may, by rule or order, require any first sale purchaser of
natural gas Mer a new contract, a successor to an existing contract,
or a rollover contract to file with the Commission a copy of such con-
tract, together with all ancillary agreements and any existing contract

4
applicable to such natural gas.

TITLE IV—-NATURAL GAS CURTAILMENT POLICIES

SEC. 401, NATURAL GAS FOR ESSENTIAL AGRICULTURAL USES.

(@) Generar RurLe—Not later than 120 days after the date of the
enactment of this Act, the Secretary of Energy shall prescribe and
make effective a rule, which may be amended from time to time, which

ides that, notwithstanding any other provision of law (other than
subsection (b)) and to the maximum extent practicable, no curtailment
plan of an interstate pipeline may provide for curtailment of deliveries
of natural gas for any essential agricultural use, unless such

curtailment—
(1) does not reduce the quantity of natural gas delivered for
such use below the use requirement specified in subsection ( c’)L ; or
(2) is mecessary in order to meet the requirements of hagh-

users.

(b Ovsi?{amxmvr Prioriry Nor ArpLiCABLE IF ALTERNATIVE FUEL
Avarrapre—If the Commission, in consultation with the Secretary of
Agriculture, determines, by rule or order, that use of a fuel (other
than natural gas) is economically practicable and that the fuel is rea-
sonably available as an alternative for a;n’mg agricultural use of natural
gas, the provisions of subsection (a) shall not apply with respect to
any curtailment of deliveries for such use.

?(a) Drreruivation or Essentiar Aericurrvrar Use REQUIRE-
xents.—The Secretary of Agriculture shall certify to the Secretary o}
Energy and the Commission the natural gas requirements (expressed
esther as volwmes or ages of use) of persons (or classes thereof)
for essential agri uses in order to meet the requirements of
Jull food and fiber production.
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(d) Avrnoriry oF SECRETARY OF AGRIOULTURE T0 I vrervENE—T he
Secretary of Agriculture may intervene a3 a matter gf‘mght in any
proceeding before the Commassion which i8 conducted in connection
with im;iamenting the requirements of the rule prescribed under
subsection (a). . _

(e) Liurrarion.—The Secretary of Agriculture may not esercise any
authority under this section for the purpose of restricting the pro-
duction of any crop. ) .

(f) DErinirrons.—F or purposes of this section— . .

(1) Essentiar acricurrurar use—T he term “essential agricul-
tural use”, when used with respect to natural gas, means any use
of natural gas— _

(A) for agricultural production, natural fiber production,
fiber processing, food processing, food quality main-
tenance, irrigation pumping, crop drying, or _
(B) as a process fuel or feedstock in the production of
fertilizer, agricultural chemicals, animal feed, or food,
which the Secretary of Agriculture determines 18 necessary for
full food and fiber production.

(2) Hier-prioriry vser—T he term “high-priority user” means

any person who—
A) uses natural gas im a residence, .

éB) uses natural gas in a commercial establishment in
amounts of less than 60 Mcf on a peak day;

(C) wuses natural gas in any school, hospital, or similar
wmstitution; or

(D) uses natural gas in any other use the curtailment of
which the Secretary of Energy determines would endanger
life, health, or maintenance of physical property.

SEC. 402. NATURAL GAS FOR ESSENTIAL INDUSTRIAL PROCESS AND
FEEDSTOCK USES.

(@) Generar RurLe—The Secretary of Energy shall prescribe and
make effective a rule which provides that, notwithstanding any other
provision of law (other than subsection (b)) and to the mazimum
extent practicable, no interstate pipeline may curteil deliveries of
natural gas for any essential industrial process or feedstock use, unless
such curtailment—

(1) does not reduce the quantity of natural gas delivered for
such use below the use requirement specified in subsection a;L;

(2) is mecessary in ordqer to meet the requirements of high-
priority users; or

(3) 8 necessary in order to meet the requirements for essential
agricultural uses of natural gas for which curtailment priority is
established under section J01.

(b) CourrarLuent PrIorITY APPLIOABLE ONLY IF ALTERNATIVE FUEL
Nor Avarrasre—The provisions of subsection (a) shall apply with
respect to any curtailment of deliveries for any essential industrial
process or feedstock use if the Commission determines that use
0 {ac; fuel (other than natural gas) is not economically practicable and
that no fuel is reasonadbly available as an dlternative for such use.

(¢) Dererminarion or Essenriar Inovsrriar Use REQUIREMENTS.—
T'he Secretary 3{ Energy shall determine and certify to the Commis-
sion the natural gas requirements (expressed either as volumes or
percentages of use) of persons (or classes thereof) for essential in-

32-627T O =78 - 4
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dustrial process and feedstock uses (other than those referred to in
section 401(f) (1) (B)).

(d) Derinrrrons—F or purposes of this section—

(1) E'sseNTIAL INDUSTRIAL PROCESS OR FEEDSTOCK USE.—T he term
“essential industrial process or feedstock use” means any use of
natural gas in an industrial process or as a feedstock which the
Secretary determines is essential.

(2) Hicm-prioriry vser.—The term “high-priority user” has
the same meaning as given such term in section J01(f) (2).

SEC. 403. ESTABLISHMENT AND IMPLEMENTATION OF PRIORITIES.

(@) EsraBrisauent or PrioriTiES—The Secretary of Energy shall
prescribe the rules under sections 401 and 402 pursuant to his authority
under the Department of Energy Organization Act to establish and
review priorities for curtailments under the Natural Gas Act.

() lupLEMENTATION OF PrRIORITIES—T he Commission shall imple-
ment the rules prescribed under sections J01 and }02 pursuant to ils
authority under the Department of Energy Organization Act to
establish, review, and enforce curtailments under the Natural Gas Act.
SEC. 404. LIMITATION ON REVOKING OR AMENDING CERTAIN PRE-1969

CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY.

(@) Genverar Rure—The Commission may not, during the 10-year
period beginning on the date of the enactment of this Act, revoke or
amend any certificate of lic convenience necessity tssued be-
fore January 1, 1969, under section 7 of the Natural Gas Act for the
transportation of natural gas owned by any electric utility ewcept
upon the application of the person to whom such certzzwate was issued.

() Commission Curraiment Avrroriry.—T'he limitation under
subsection (a) shall not affect the authority of the Commission to en-
;;ome;i any curtailment of deliveries of natural gas under the Natural

as Act.

TITLE V—ADMINISTRATION, ENFORCEMENT,
AND REVIEW

SEC. 501. GENERAL RULEMAKING AUTHORITY.

(a) In GrnERaL.—Ewxcept where expressly provided otherwise, the
Comunission shall administer this Act. The Commission, or any other
Federal officer or agency in which any function under this Act s
vested or delegated, is authorized to perform gﬂng and all acts (in-
cluding any appropriate enforcement activity), to prescribe, tssue,

, and rescind such rules and orders as it may find necessary or
appropriate to carry oud its functions under this Act. _

(b) Avrmorizy To Drrive Trrus—Ewxcept where otherwise ez-
pressly provided, the Commission is authorized to define, by rule, ac-
counding, technical, and trade terms used in this Act. Any such defini-
tion shall be consistent with the definitions set forth in this Act.

(¢) Dergearion or Cerraiy Drreruinarions.—The Commassion
may delegate to any State agency (with the consent of such agency)
any of its functions with respect to section 105,106(b), and 109(a) (1),
and (3).

SEC. 502. ADMINISTRATIVE PROCEDURE.

(a) Apuministrarive ProcEpure Acr—=Subject to subsection (),
the provisions of subchapter I of chapter & of title 5, United States
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Code, shall apply to any rule or order issued under this Act having
the applicability and effect of a rle as defined in section 661(4) of
title & United States Code; except that sections 664, 666, and 667 of
a%}z ;z'tle 6 shall not apply to any order under such section 301, 308,
or 303.

(b) Orporruniry For OraL PrESENTATIONS.—T0 the mawimum ew-
tent practicable, an opportunity for oral presentation of data, views,
and arguments shall be afforded with respect to any proposed rule or
order described in subsection (a) (other than an ordgr under section
301, 302, or 303). T'o the mamimum extent practicable, such oppor-
tunity shall be afforded before the effective date of such rule or ordenr.
Such opfeortfunity shall be afforded no later than 30 days after such
date in the case of a waiver of the entire comment period under section
663(d) (32 of title 5, United States Code, and no later than 45 days
after such date in all other cases. A transcript shall be made of any
such oral presentation,

(¢) Apsusruenzs—The Commission or any other Federal officer
or agency authorized to issue rules or orders described in subsection
(a) (other than an order under section 301, 302, or 303) shall, by rule,
provide for the making of such adjustments, consistent with the other
purposes of this Act, as may be necessary to prevent special hardship,
inequity, or an unfair distribution of burdens. Such rule shall ¢stab-
lish procedures which are available to any person for the purpose of
sceking an interpretation, modification, or rescission of, exception to,
or exemption from, such applicable rules or orders. If any person is
aggrieved or adversely affected by the denial of a request for adjust-
ment under the preceding sentence, such person may request a review
of such denial by the officer or agency and may obtain judicial review
in_accordance with section 606 when such denial becomes final. The
officer or agency shall, by rule, establish procedures, including an op-
portunity for oral presentation of data, views, and arguments, for con-
sidering requests for adjustment under this subsection.

(d) Procepures ArPLICABLE FoR INCREMENTAL PRICING DETERMINA-
rions Respecring Iuporrs—Notwithstanding the preceding provi-
sions of this section, any determvinaiion ¢ under section 207(c)
shall be made in accmd?mce with the procedures applicable to the
granting of any authority under the Natural Gas Act to import natu-
ral gas or liquefied natural gas (as the case may be).

SEC. 503. DETERMINATIONS FOR QUALIFYING UNDER CERTAIN CATE-
GORIES OF NATURAL GAS.
(e) GEnerarL Rure.—

(1) Dereruinarion.—If any State or Federal agency makes
any final determination which it is authorized to mgge under sub-
section (c) for purposes of—

(4) applying the definition of new natural gas under sec-
tton 102(c) ;

(B) ezriding 01:{ certain natural gas produced from the
Outer Continental Shélf quadifies uwnder section 102(d) for
the new natural gas ceiling price;

() applying the defination of new, onshore production
well under section 103(c) ;

(D) applying the definition of high-cost natural gas under
gection 107 (c) ; or
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E) applying the definition of stripper well natural gas
7 section 108(b) ;
such determination shall be applicable under this Act for such
purposes unless such determination is reversed under the provi-
8wons of subsection (b) or unless such State or Federal agency has
wawed its authority under the Frwmm jons of subsection (c).
. (&) Norice ro Counission ~—Any Federal or State agency mak-
g a determination under paragraph (1) shall provide timely
notice m writing of such determination to the Commission. Such
notice shall inctude such substantiation and be in such a manner
as the Commission may, by rule, require.
(0) Commission Review.—

(1) AurnorirY 10 REVIEW AND REVERSE.—T he Commission shall
reverse any final State or Federal agency determination described
n subsection (a) if— ,

(4) it makes a finding that such determination is not sup-
ported by substantial evidence in the record upon which such
determination was made; and

(B) such preliminary finding and notice thereof under
paragraph (3) is made within 46 days after the date on which
the Conmvmission received notice of such determination under
subsection (a) (2}2e and the final such finding is made within
120 days after the date of the preliminary finding.

(%) REMAND ON BASIS OF COMMISSION INFORMATION —] f—

(4) the Comumission finds that a State or Federal agency
determination is not consistent with information coniained
in the public records of the Commission, and which is not
part of the record upon which such determination was made;
and

(B) such prelimimary finding and notice thereof under
paragraph (3) is made within 46 days after the date on which
the (ommission received notice of such determination under
subsection (a) (2) and the final such finding is made within
120 days after the date of the prelimanary finding,

tt may remand the matter to such State or Federal agency for
consideration of such information. If such agem'}z{é after consid-
eration of the information transmitted to it by ¢ omanisgion,

s 8 previous determination, such detevmnatwn},ugs 30 af-

, shall be subject to review im accordance with this subsec-

tion (other than this paragraph). . )

(8) Norice~—The Commission shall gomde notice of any pro-
posed finding under this subsection to the State or Federal agency
which made such determination and those parties identified n
the motice to the Commission of such determanation.

(4) Jupitciar rREview oF COMMISSION ACTIONS.— )

(A) Rruanps—Any party identified in the notice to the
Comumission of a determunation bgea.é.'tate or Federal agency
may obtain review of any final decision by the ('ommassion
to remand under paragraph (2) in the United States Court
of Appeals for any circuit in which such party located or
has its principal place of business, or in the United States
Court of Appeals for the District of Columbia circuit. The
reviewing court shall reverse any decision if it finds such
decision 8 arbitrary or capricious.
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(B) Finvpives—Any person aggrieved or adversely af-
fected by a final finding of the Commission under paragraph
(1) may wuthin 60 days thereafter file a petition for review
of such finding in the United States Court of Appeals for
any circuit in which the party inwolved in such determina-
tion s located or has its principal place of business, or in the
United States Court of Appe0£ for the District of Columbia
circuit. The reviewing court shall reverse any such finding
of the Commission if the State or Federal agency determina-
twon inwolved is supported by substantial evidence.

(¢) Stare Avrsoriry.—

(1) Generar RvLE—A Federal or State agency hawving regula-
tory jurisdiction with respect to the production of natural gas is
authorized to make determinations referred to in subsection (a).

(2) Warver—

(A) In generaL—Any Federal or State agency may, in
whole or in part, waive its authority to make determinations
referred to in subsection (ab) (1) by entering into an agree-
ment in accordance with subparagraph (B). If such agen
executes such a waiver, the Commyission shall, consistent wit
the agreement, make the determinations which would other-
wise be made by such Federal or State agemecy until the
earlier of—

(2) the ewpiration of the period specified in the
agreement; or
(id) the date such agency transmits to the Convmission
written notice that it terminates such waiver and
assumes the authority to make determinations referred
to in subsection (a)(1).
Any waiver, or termanation of any waiwer, shall not apply to
any determination with respect to any petition therefor
which is pending before such agency or the Commission (as
the case may be) on the date on which such a wawer or
revocation 8 made.

(B) Aereeuents—Any waiver under subparagraph (A)
may be made only by a written agreement between the
Federal or State agency inmvolved cm%ﬂw Commission. Any
such agreement shall set forth the terms and conditions ap-

licable to such waiver.

(8) ProoepURES APPLICABLE—Determinations of a Federal or
State agency referred to in subsection (a) (1) shall be made in
accordance with the procedures gemerally applicable to such
agency for the making of such determinations or comparable de-
terminations under the provisions of Federal or State law, as the
case may be, pursuamt to which they ewercise their regulatory
jurisdiction. The Commission may prescribe the form and con-
tent of filings with a Federal or State agency in connection with
determinations made under this section.

(4) Jupiciar review.—Any such determination referred to in
subsection (a) (1) made in accordance with procedures described
in paragraph (3) shall not be subject to judicial review wnder
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aag Federal or State law except as provided under subsection

() Errecr or DerERMINATIONS.—FoOr purposes of this Act—

(1) GeveraL rurLE—Any final determination referred to in
subsection {a) (1) made by a Federal or State agency (or by the
Commission under subsection (c)(2)) which relates to any
natural gas and which is no longer subject to review by the Com-
mission under this section or to judicial review shall thereafter
be bz’ndimz’th respect to such natural gas. The preceding
gentence shall not apply to final determination—

(A}; if in making such determination the Commission or
such Federal or State agency relied on any unmirue statement
of a material fact; or

(B) if there was omitted a statement of material fact
necessary m order to make the statements made not mislead-
ing, in light of the circumstances under which they were
made, to the Federal or State agency in making such final
determination or to the Commission in revewing such
determination.

(2) AppLicaTION OF TITLE 18.—Any untrue statement or omis-
swon of material fact to a Federal or State agency wpon which the
Conumission relied shall be deemed to be statement or entry under
section 1001 of title 18, United States Code.

e) Inrerin CoLLgorion or Maxiuvn Lawrur Price—
1) CoLrEcTION OF SECTION 109 PRICE.—

(A) GrenEraL rurs—Effective beginning on the first day
of the first month beginning after the date of the enactment
of this Act, a seller of natural gas which is produced from a
new well may, in accordance with subparagraph (B), charge
and collect the appropriate mazimum larwful price under sec-
tzon 109 for any first sale of such natural gas.

(B) Rrouirenexts—A seller may charge and make col-
lections under subparagraph (A) only in accordance with the

Jollowing requirements : .
(ig Sworn srarement.—Before any such collection is

e, the seller shall file with the Commission, and any
Federal or State agency having authority to make de-
terminations referred to in subsection (a) (1), a written
sworn statement that such natural gas is produced froma
new well and that such seller believes in good faith that
such natural gas is eligible under this Act to be sold at a
price not less than the appropriate maximum lawful
price under section 109.

(#2) PETITION FOR DETERMINATION —Within 90 days
after the date of the enactment of this Act,the seller filesa
petition to such Federal or State agency )zor a determina-
tion under this section.

(#¢¢) Correcrion suBJECT T0 REFUND—Any such collec-
tion made by the seller pending a determination under
this section shall be collected subject to @ condition of
refund, with interest, in the event it is determined by
such Federal or State agency that the applicable maxi-
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mum lawful price is lower than that provided under sec-
tion 109.
(2) ALTERNATE INTERIM COLLECTION AUTHORITY.—-

(4) GrenEraL RULE—Promptly after the date of the enact-
ment of ths Act, the Commissioner shall, by rule or order, pro-
vide one or more methods under which a seller of natural gas
may in accordance with requirements established, and for such
period as may be prescribed, under such rule or order, charge
and collect for any first sale of such natural gas the maximum
lawful price under title I for which a petition is filed for a
determination under this section in any case in which such
price exceeds the appropriate maximum lawful price under
section 109.

(B) Correcrion suBsecr 1o REFUND.—Any such collection
made by the seller pending a determination under section 503
shall be collected subject to a condition of refund, with in-
terest. Such refund with interest shall be paid, in accordance
with the rule under subparagraph (A),unless it is determined
under this Act that the applicable maximum, lawful price is
equal to or greater tham that collected. In addition, such seller
8%012 comply with such requirements as the Commission shall
prescribe in the applicable rule or order to provide adequate
assurance that funds, to the extent attributable to a price in
excess of the appropriate maximum lawful price under title I
are available in the event of such refund.

(8) OoLLEcTION AFTER INITIAL DETERMINATION —

(A) Grnerar rure—Effective beginming on the date of
the notice of a determination under subsection (a) (2),a seller
of natural gas covered by such determination may, in accord-
ance with subparagraph (B), charge and collect the appro
priate mazimum lawful price appfz‘cabZe under such dete,
mination.

(B) Reguiremenzs—A secller may charge and make col-
lections under subparagrapl. (A) if such collection is sub-
ject to conditions prescribed by the Commission to assure re-
fund, with interest, in the crent it is determined under this
Act that the applicable maximum lowful price i8 lower than
that provided under section 109.

SEC. 504. ENFORCEMENT.

(a) Generar Rure—It shall be unlawful for any person—
(1) to sell natural gas at a first sale price in excess of any appli-
cable mazimum lawful price under this Act; or

(2) to otherwise violate any provision of this Act or any rule

or order under this Act.
(b) Crvic Enxrorceuent.—

(1) Iv eevERAL—E20ept as provided in paragraphs (2) and
(3), whenever it appears to the Commission that any person is
engaged or about to engage in any act or practice which conastitutes
or will constitute a violation of awy provision of this Act, or of
any rule or order thereunder, the Commission may bring an action
wn the District Court of the United States for the District of Co-
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lumbia or any other appropriate district court of the United States
to enjoin such act or tice and to enforce compliance with this
Act, or any rule or r thereunder.

(2) EnrorceMinT oF EMERGENCY ORDERS.—W henever it appears
to the President that any person has engaged, i3 engagej: or is
about to engage in acts or practices constituting a violation of any
order under section 302 or any order or supplemental order issued
under section 303, the President may bring a civil action in any
appropriate district court of the United States to enjoin such acts
or practices.

(8) EnrorCENMENT OF INCREMENTAL PRICING.—T he Secretary, the
C omimassion, or, on the request of the Secretary of Energy or the
Commission, the Attorney General may institute a civil action for
ingunctive or other equitable relief as may be appropriate to assure
compliance with the provisions of section 206 requiring the pass-
through of surcharges paid under section 204 by any local
distribution company with respect to natural gas delivered to
incrementally priced industrial facilities served by such company.
Such action may be instituted in any district court of the U?m?ted
States in the State in which such looal distribution company con-
ducts business or in the District Court of the United States for
the District of Columbia.

(4) Rerigr avarcasre—In any action under paragraph (1),
(2), or (3), the court shall, upon a proper showing, issue a tem-
porary restraining order or preliminary or permanent injunction
without bond. In any such action, the court may also issue a
mandatory injunction commanding any person to comply with
an; agplz’cable provision of law, rule, or order, or ordering such
other legal or equitable relief as the court determines appropriate,
including refund or restitution.

(6) Criuinar rererraL.—T he Commission may transmit such

idence as may be avadlable concerning any acts or practices con-
stituting any possible violations of the Federal antitrust laws to
the Attorney General, who may institute appropriate criminal
proceedings.

(6) CrviL PENALTIES.—

(A) I~ cenyrAL—Any person who knowingly violates any
provision of this Act, or any provision of any rule or order
under this Act, shall be subject to—

(3) except as provided in clause (i) a civil penalty,
which the Comimission may assess, of not more than
$5.000 for any one violation; wnd

(#) a civil penalty, which the President may assess, of
not more than $25,000, in the case of any violation of an
order under section 302 or an order or supplemental order
under section 303.

(B) Derivirion or nowine.—For purposes of subpara-
graph (A), the term “knowing™ means the having of—

(2) actual kenowledge, or

(%) the constructive knowledge deemed to be possessed
by a. reasonable individual who acts under similar
circumsiances.
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(C) E4cr DAY sEPARATE vIOLATION.—For purposes of this
paragraph, in the case of a continuing violation, each day of
violation shall constitute a separate violation.

(D) Srarvre or Linirarions.—No person shall be subject
to any ciwil penalty under this paragraph with respect to any
violation occurring more than 3 years before the date on which
such person is provided notice of the proposed penalty under
subparagraph (£). The preceding sentence shall not apply in
any case in which an untrue statement of material fact was
made to the Commission or a State or Federal agency by, or
acquiesced to by, the wiolator with respect to the acts or omis-
sions constituting such violation, or if there was omitted a
material fact necessary in order to make any statement made
by, or acquiesced to by, the violator with respect to such acts
or omisswons not misleading in Light of circumstances under
such statement was made.

(£') Assessep By Comumission—Before assessing any civil
penalty under this paragraph, the Commission shall provide
to such person notice of the proposed penalty. Following re-
ceipt of notice of the proposed pecwlt% by such person, the
Comumassion shall, by order, assess suoh penalty.

(F) Jupiciar rEvIEW—1, f the ciwil penalty has not been
paid within 60 calendar days after the assessment order has
been made under subparagraph (E), the Commission shaill
institute an action i the appropriate district court of the
United States for an order affirming the assessment of the
ciwil penalty. The court shall have authority to review de
novo the law and the facts involved, and shall have jurisdic-
tion to enter a judgment enforcing, modifying, and enfore-
ing as so modified, or setting aside in whole or in part, such
assessment,

(¢) CriMiNAL PENALTIES.—

(1) Viorarions or acr—Ewcept in the case of violations covered
under paragraph (3), any person who knowingly and willfully
violates any provision of this Act shall be subject to—

A) a fine of not more than $5,000; or
B) imprisonment for not more than two years; or
%6’ ) both such fine and such imprisonment.

(2) Viorarion or RULES OR ORDERS GENERALLY —Ewcept in the
case of violations covered under paragraph (3), any person who
knowingly and willfully violates any rule or order under this
Act (other than an orger of the Commission assessing a civil
penalty under subsection (b) (4) (E'g), shall be subject to a fine
of not more than $500 for each violation.

(3) VioLarions or eMERGENCY ORDERS—AnyY person who know-
ngly and willfully violates an order under section 302 or an
order or supplemental order under section 303 shall be fined not
more thom 850,000 for each violation.

(4) Eacr pay separare vioLarion—For purposes of this sub-
section, each day of violation shall constitute a separate violation.

(6) Derinirion or ENowineLy.—For purposes of this subsec-
tion, the term “knowingly”, when used with respect to any act
or omission by any person, means such person—
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QA; had actual knowledge; or

B) had constructive knowledge deemed to be possessed
by a reasonable individual who acts under similar
curcuwmstlances.

SEC. §05. INTERVENTION.
(@) Avrmoriry 10 INTERVENE.~—

(Z) InTERVENTION 48 MATTER OF RIGRT—T he Secretary of Ener
gy may intervene as a matter of right in any proceeding relating
to the prorationing of, or other limitations upon, natural gas

oduction which s conducted by any State am hawving regu-
g’wy jurisdiction over the production of na as.

(2) Enrorcexent or rigaT 1O INTERVENE—T he Secretary may
bring an action n any appropriate court of the United States to
enforce his right to intervene under paragraph (1).

(3) Acoess o inrorMATION.—A 8 an intervenor m a proceeding
described in subsection (a), the Secretary shall have access to
wmformation available to other parties to the proceeding if such
information is relevant to the issues to which his participation in
such proceeding relates. Such information may be obtained
through reasonable rules relating to discovery of information
prescribed by the State agency.

(b) Accrss 1o Stare Courrs.—

(1) Review i1v Stare covrrs.—T he Secretary may oblain re-
view of any determination made in any proceeding described in
subsection (a) (1) in the appropriate State court if the Secretary
mtervened or otherwise participated in the original proceeding
or if State law otherwise permits such review.

(2) Parrrciparion a8 amicvs cURIAE—In addition to his au-
thority to obtain review wnder paragraph (1), the Secretary may
also participate an amicus curiae in any judicial review of any
proceeding described in subsection (a) (1).

SEC. 506. JUDICIAL REVIEW.
(a) OrpERS.—

(1) In esnERAL—The provisions of this subsection shall apply
to judicial review of amy order, within the meaning of section
661 (6) of title 5, United States Code %oﬂwr than an order assess-
ing a ciwil penazty under section 504(b) (4) or any order under
section 302 or any order under section 303), isued under this Act
and to any final agency action under this Act required to be made
on the record after an opportunity for an gency %

(2) Reararine.—Any person aggrieved by any r issued
by the Commission in & proceeding under this Act to which such
person is a party may apply for a rehearing within 30 days after
the issuance of such order. Any a%iioatz'on for rehearing shall
set forth the specific ground upon which such application is based.
Upon the filing of such application, the Commassion may grant or
deny the requested rehearing or modify the original order with-
out further hearing. Unless the Commsission acts upon such ap-
plication for rehearing within 30 days after it is filed, such
application shall be deemed to have been denied. No person may
bring an action under this section to obiain judicial review of any
order of the Commission unless—
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(A) such person shall have made application to the Com-
mission for a rehearing under this subsection; and
(B) the Commission shall hawve finally acted with respect
to such application, )
For purposes of this section, if the Commission fails to act with-
in 30 days after the filing of such application, such failure
to act shall be deemed final agency action with respect to such
application.

(8) Aurmoriry 10 MoDIFY ORDERS.—AL any ¥ime before the fil-
ing of the record of a proceeding in a United States Court of
Appeals, pursuant to paragraph (4), the Conunission may, after
providing notice it determines reasonable and proper, modify or
set aside, in whole or in part, any order issued under the pro-
vistons of this Act.

(4) JoprcraL rEviEWw.—Any person who is a party to a f'roceed-
ing under this Act aggrieved by any final order issued by the
Commission in such proceeding may obtain review of such order
n the United States Court of Appeals for any circuit in which the
party to which such order relates is located or has its principal
place of business, or in the United States Court of Abppeaz.s for
the District of Columbia circwit. Beview shall be obtained by
filing a written petition, requesting that such order be modified
or set aside in whole or in part, in such Court of Appeals within
60 days after the final action of the Commission on the applica-
tion for rehearing required under paragraph (2). A copy oy such
petition shall forthwith be transmatted by the olerk of such court
to any member of the Convmission and thereupon the Commission
shall file with the court the record upon which the order com-

lained of was entered, as provided in section 2112 of title 28,
%m'ted States Code. Upon the filing of such petition such court
shall hawe jurisdiction, which upon the filing of the record with
it shall be exclusive, to affirm, modify, or set aside such order in
whole or in part. No objection to such order of the Commission
shall be considered by tg,e cowrt if such objection was not urged
before the Comunission in the application for rehearing unliess
there was reasonable ground for the failure to do so. The finding
of the Conumission as to the facts, if supported by substantial
evidence, shall be conclusive. If any party shall apply to the
court for leawe to adduce additional evidence, and shall show to
the satisfaction of the court that such additional evidence is ma-
terial and that there were reasonable grounds for failure to ad-
duce such evidence in the proceedings ge fore the Commission, the
court may order such additional evidence to be taken before the
Commission and to be adduced upon the hearing in such manner
and upon such terms and conditions as the court deems proper.
The Commission may modify its findings as to the facts gy rea-
son of the additional evidence so taken, and shall file with the
court such modified or new findings, which if supported by sub-
stantial evidence, shall be conclusive. The Commission SM?Z also
file with the court its recommendation, if any, for the modification
or setting aside of the or?mal order. The judgment and decree of
the court, affirmang, modifying, or setting aside, in whole or in
part, any such order of the Commission, shall be final subject to
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rwiewtljy the Supreme Court of the United States upon certiorar;
or certi ion a8 provided in section 126} of title 28, Uni
States Code, il 4ot » ded
(6) Orpers rexary prrecrive—The filing of an application for
rehearing under paragraph (2) shall not, unless specifically
ordered by the Commission, operate as a stay of the Commission’s
order. The comumencement of proceedings under paragraph (})
shall not, unless specifically ordered by the court, operate as q
stay of the Commission’s order.

() Bzview or Rures axp Orpers—Ewcept as provided in sub-
sections (a) and (c¢), judicial review of any rule or order, within
the meaning of section 551(4) of title b, United States Code, issued
wnder this Act may be obtained in the United States Court of Appeals
for any appropriate circuit pursuant to the provisions of chapter 7
of title b, United States Code, except that the second sentence of sec-
tion 705 thereof shall not aga%by

(¢) Juviciar Review or Excreency Orvers—Eaxcept with respect
to enforcement of orders or subpenas under section 304(a), the Tem-
porary Emergency Court of Appeals, established pursuant to section
211(b) of the Economic Stabilization Act of 1970, as amended, shall
have exclusive original jurisdiction to review all civil cases and con-
troversies under section 301, 302 or 303, including any order issued,
or other action taken, under such section. The Temporary Emergency
Court of Appeals shall have exclusive jurisdiction of all appeals from
the district courts of the United States in cases and controversies
arwsing under section 304(a) (2) ; such appeals shall be taken by the
filing a% a notice of appeal with the Temporary Emergency Court of
Appeals within thirty days after the entry of judgment by the district
court. Prior to a final judgment, no court shall have jurisdiction to
gramt any injunctive relief to stay or defer the implementation of any
order issued, or action taken, under section 301, 302, or 303.

(@) Jubicrar Review or Cerrain INCREMENTAL PRICING DETERMI-
varions—Notwithstanding the preceding provisions of this section,
any final determination made under section 207 (¢) shall be subject to
judicial review in accordance with the provisions of the Natural Gas
Act applicable to judicial review of any final determination respect-
ing the grant or denial of any authority to import natural gas or
liquefied natural gas.

SEC. 507. CONGRESSIONAL REVIEW.
(a) Appricarion —T his section applies with respect to— .

(1) any disapproval by concurrent resolution of a Presidential

peimposition of mazimum lawful prices under section 122;
(8) eny congressional reimposition by concurrent resolution of

mazimum lewful prices under section 122; and .
(8) any resolution of disapproval relating to incremental pric-

ing under section 202(c) or Qaé'gi) (2).

() Dereruivarion or Carenpar Davs or Conrinvous SEssion.—
In determining calendar days of continuous session for purposes
of provisions of this Act providing for disapproval under thi
section— -

(1) continuity of session is broken only by an adjournment of
Congress sine diey and
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(2) the days on which either House is not in session because
of an adjournment of more than 3 days to a day certam are ex-
c in the computation of the 30-oalendar-c§% period involved.

tlf both Houses are not in session on the day any submittal subject to

wsapproval is received by the appropriate officers of each House, for
purposes of this section such submittal shall be deemed to have been
submitted on the first succeeding day on which both Houses are in
session. If both Houses of the Congress do not receiwe a submittal on
the same day, it shall not be considered to be received by either House
until the day on which both Houses receive it.

(¢) Rrsorvzrion—KFor purposes of this section, and sections 128,
202, and 206—

(1) CoNCURRENT RESOLUTION DISAPPROVING REIMPOSITION OF PRICE
CEILINGS—T he term “concurrent resolution of disapproval’, when
used with respect to reimposition of mamimum lawful prices
under section 182(c) (1), means a resolution the matter after
the resolving clause of which i as follows: “That the Congress
does not approve of the reimposition of mawimum lawful prices
for first sales of natural gas under section 122(c) (1) of the Natural
Gas Policy Act of 1978 pursuant to the tramsmittal by the
President to the Congress on — - - __ , 19._.7, the blank spaces
being filled with the appropriate date.

(2) CONCURRENT RESOLUTION EFFECTING REIMPOSITION OF PRICE
crILINGS~—T he term “concurrent resolution”, when used with re-
spect to retmposition of maximum lawful prices wnder section
122(c) (2), means a resolution the matlter after the resolving
clause of which is as follows: “T'hat the Congress favors reim-
position of mawimum lawful prices for first sales of natural gas
as provided for under section 122 (c) (2) of the Natural Gas Pozgoy
Act of 19787

(3) ReEsoLurion OF DISAPPROVAL OF INCREMENTAL PRICING AC-
1108 —T he term “resolution of disapproval®, when used with re-
gpect to incremental pricing rules, means a resolution the matter
after the resolving clause of which is as follows: “That the ..
---- does not approve the proposed rule under section ..__ of the
Natural Gas Policy Act of 1978 (relating to incremental pricing
of natural gas) a copy of which was transmitted to the Congress
ON oo, " the first blank being filled with the House in
which such resolution i8 introduced, % second blank space being
filled with the section under which proposed rule was wssued, and
the following blank spaces being filled with the appropriate date.
For purposes of this paragraph, the term “rule” means
or any amendment thereto foﬂwr than a techmical or clerical

(@) ExreDITED PROOEDURE. —
(1) OonerEssioNnAL RULEMAKING POWER—T his subsection is en-
acted by Congress—

A) as an ewercise of the rulemaking power of the Senate
and the House of Representatives, respectively, and as such
it 18 deemed a part of the rules of each House, respectively,
but ef;fplz’cable only with respect to the procedure to b:Jol-
lowed in that House in the case of resolutions described by
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pamgngh (2) of this subsection; and it supersedes other
rules only to the ewtent that it is inconsistent therewith; and
(B) with full recognition of the constitutional right of
either House to change the rules (so far as relating to the pro-
cedure of that House) at any time, in the same manner and

;‘; the same extent as in the case of any other rule of the

ouse.

(%) RrrerrarL.—A resolution described by paragraph (2) once
introduced with respect to any submittel shall tmmediately be
referred to a commitiee (and all resolutions with respect to the
same submittal shall be referred to the same comumitiee) by the
President of the Senate or the Speaker of the House of Repre-
sentatives, as the case may be.

(8) DiscrarcE.—

(4) I~ esnEraL—If the committee to which a resolution
with respect to a submittal has been referred has not reported
it at the end of 20 calendar days after its referral, it shall be
in order to move either to dz’scgarge the committee from fur-
ther consideration of such resolution or to discharge the com-
mittee from further consideration of any other resolution
with respect to such submittal which been referred to the
conumitiee.

(B) Morions.—A motion to discharge may be made only
by an individual favoring the resolution, shall be highly pric-
tleged (ewcept that it may not be made after the commiitee
has reported a resolution with res to the same submittal)
and debate thereon shall be limited to not more than one hour,
to be divided e between those favoring and those op-

ing the resolution. An amendment to the motion shall not

gg?n order, and it shall not be in order to move to reconsider
the vote by which the motion was agreed to or disagreed to.

(C) Renswar—If the motion to discharge is agreed to or
disagreed to, the motion may not be renewed, nor may an-
other motion to discharge the committee be made with re-
spect to any other resolution with respect to the same sub-
mitial. ;

(4) Froor consipERATION— .

(4) Morion 10 consipr—When the commitiee has re-
ported, or has been discharged from further consideration of,
a resolution, it shall be at any time thereafter in order (even
though a previous motion to the same eZect_has been dis-
agreed to) to move to proceed to the consideration of the reso-
Lution. The motion shall be highly privileged and shall not
be debatable. An amendment to the motion shall not be wn
order, and it shall not be in order to move to reconsider the
vote by which the motion was agreed to or disagreed to.

(B) DEBarE &p cons:psiaz('ﬁ)sv.—}eﬂte ont ?‘;zb:l%wbt
referred to in parazm 0 aragraph shall be
lz’quited to not more t nPIO ho%a, ’:ghz'c shall be d;fnded
equally between those favoring and those opposing such Teso-
butiomyA motion further to limit debate s not be debal-
able. An amendment to, or motion to recommat, the resolution
shall not be in order, and it shall not be in order to move to
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reconsider the vote by which such resolution was agreed to
or disagreed to.

(6) DETERMINATION ON MOTIONS.—

(A) Morions T0 POSTPONE OR TO PROCEED TO OTHER BUSI-
N¥Ess—Motions to postpone, made with respect to the dis-
charge from committee, or the consideration of a resolution
and motions to proceed to the consideration of other business,
shall be decided without debate.

(B) AppPraLs FROM TRE DECISION OF THE CHAIR—Appeals
from the decision of the Chair relating to the application of
the rules of the Senate or the House of Representatives, as
the case may be, to the procedure relating to a resolution shall
be decided without debate.

(7) Suvsseguent acrion—Notwithstanding any of the provi-
gions of this subsection, ezea, House has agpro'ved a resolution with
respect to a submittal, then it shall not be in order to consider in
that House any other resolution with respect to the same such
submittal.

SEC. 508. TECHNICAL PROVISIONS.

(a) Section 645 oF TRE DEPARTMENT OF ENERGY ORGANIZATION ACT.—
Section 646 of the Department of Energy Organization Act is
amended by inserting at the end thereof the following new sentence:
“For purposes of carrying out its responsibilities under the Natural
Gas Policy Act of 1978, the Commission shall have the same powers
and authority as the Secretary has under this section.”

(6) Skcrion 301(a) or THE %zm RTMENT OF ENERGY ORGANIZATION
Acr.—In order to obtain information for the pm?ose of carrying out
its functions under this Act, the Commvission shall have the same au-
thority as is wvested in the Secretary under section 301(a) of the
Department of Energy Organization Act with respect to the exercise
of authority under section 11(b) of the Energy Supply and Environ-
mental Coordination Act of 1974 and sections 13 (f)Z: (¢), and (&) of
the Federal Energy Administration Act of 197}.

TITLE VI—COORDINATION WITH NATURAL GAS ACT;
MISCELLANEOUS PROVISIONS

SEC. 601. COORDINATION WITH THE NATURAL GAS ACT.

(@) Jurisprcrion or TaE Couuission Unper 78E NATURAL Gas Aor.—
(1) SaLes—

(A) NATURAL GAS NOT COMMITTED OR DEDICATED.—KFor pur-
poses of section 1(b) of the Natural Gas Act, effective on the
first day of the first month beginning after the date of the en-
actment ?zf this Act, the provisions of the Natural Gas Act and
the jurisdiction of the Commission under such Act shall not
apply to natural gas which was not commitied or dedicated to
interstate commerce as of the day before the date of the enact-
ment of this Act solely by reason of any first sale of such
natural gas.

(B) CouuiTTED OR DEDICATED NATURAL GAS.—E ffective be-
ginming on the first day of the first month beginning after the
date of the enactment of this Act, for purposes of section 1(b)
of the Natural Gas Act, the provisions of such Act and the
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jurisdiction of the Comamission under such Act shall not apply
solely by reason of any first sale of natural gas which is com-
mitied or dedicated to interstate comumerce as o { the day before
the date of the enactment of this Act and which is—
() high-cost natural g:f (as defined in section 107 (c)
(2),(2), (3),0r (4) of this Act) ;
(4d) new natural gas (as deW in section 102(c) of
this Act) ; or
(¢it) natural gas produced from any mew, onshore
g)md@wtion well (as defined in section 103(c) of this Act).

(C) AuTBORIZED SALES OR ASSIGNMENTS.—EFor purposes of
sectron 1(b) of the Natural Gas Act, the provisions of the
Natural Gas Act and the jurisdiction of the Comanission
under such Act shall not apply by reason of any sale of
natural gas—

1) authorized under section 302(a) or 311(b); or
%) pursuant to any assignment authorized wunder
gection 319 (a).

(D) Narvrar-eas coupany —For purposes of the Natural
Gas Act, the term “natural-gas company” (as defined in
section 2(6) of such Act) shall not include any person by
reason of, or with respect to, any sale of natural gas if the
provisions of the Natural Gas Act and the jurisdiction of the
Comumission do not apply to such sale solely by reason of sub-
pambgmph (4), (B), or (C) of this paragraph.

(E) Arasgany varvrar cas—Subparagraph (B) (%) and
i) shall not apply with respect to natural gas produced
rom the Prudh%: Bay Unit of Alaska transported

through the transportation system approved under the Alaska
Natural Gas T'ransportation Act of 1976.
(2) TransPorRTATION ~—

(A) Jurispicrion or tBE Comuission—For purposes o ){
section 1(b) of the Natural Gas Act, the provisions of suc
Act and jurisdiction of the Commission under such Act shall
not apply to any transportation in interstate comunerce of
natural gas if such transportation is—

(1) pursuant to any order under section 302(c) or sec-
tion 303(b), (¢), (&), or (h) of this Act; or

(%) authorized the Conumission under section
311(a) of this Act.

(B) Narvrar-cas courany.—For purposes of the Naturad
Gas Act, the term “natural-gas company” (as defined in sec-
tion 2(6) of such Act) shall not include any person by reason
of, or with respect to, any transportation of natural gas if the
provisions of the Natural Gas Act and the jurisdiction of the
Commission under the Natural Gas Act do not ag‘;ply to such
transportation by reason of subparagraph (A) of this
paragraph.

(b) Craress Degnep JUst AND REASONABLE.—
(1) Saces—

(A) Firsr sares—Subject to paragraph (4), for purposes

of sections 4 and 5 of the Natural Gas Act, any amount paid
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in any first sale of natural gas shall be deemed to be just and
reasonable if — .
(¢) such amount does not exceed the a;)plicable mas-
mum lawful price established under title I of this Act; or
i) there 18 no applicable maximum lawful price sole-
ly by reason of the elimination of price controls pursuant
to subtitle B of title I of this Act.

(B) Eurrcency sares—For purposes of sections 4 and
5 of the Natural Gas Act, any amount paid in any sale
authorized under section 302(a) shall be d to be just
and reasonable if such amount does not exceed the fair ond
equitable price established under such section and applicable
to such sale.

(O) SALES BY INTRASTATE PIPELINES.—F or purposes of sec-
tions 4 and 5 of the Natural Gas Act, any amount paid n
any sale authorized by the Commission under section 311(b)
shall be deemed to be just and reasonable if such amount does
not exceed the fair and equitable price established by the
Commission and applicable to such sale.

(D) Asstovuenrs—For purposes of sections 4 and 5 of
the Natural Gas Act, any amount paid pursuant to the terms
g any contract with respect to that portion of which the

ommassion has authorized an assi ¢t authorized under
section 312(a) shall be deemed to be just and reasonable if
such amount does not exceed the applicable maximuwm, lawful
price established under title I of this Act.

(E) AFrriziazep ENTITIES LIMITATION—For purposes of
paragraph (1), n the case of any first sale between any in-
terstate pipeline and any affiliate of such pipeline, any
amount pard in any first sale shall be deemed Lo be just and
reas le if, in addition to satisfying the requirements of
such paragraph, such amount does not ewceed the amount
paid wn comparable first sales between persons not affiliated
with such interstate pipeline.

(2) OrmER CHARGES —

(4) Azrooarion —For purposes of sections 4 and 6 of the
Natural Gas Act, any awwuntj)aid by any interstate pipeline
for tramsportation, storage, delivery or other services pro-
vided pursuant to any order under section 303 (b), (c), or
(d) of this Act shall be deemed to be just and reasonable if
%l;hc;?w;mt 18 prescribed by the President under section

1}).

(B) Trawnsporrarion—For purposes of sections 4 and b
of the Natural Gas Act, any amount paid b a'fli/ inlerstate
pipeline for any trensportation authorized by the Commis-
sion under section 311(a) of this Act shall be deemed to be
just and reasonable if such amount does not exceed that ap-
proved by the Commission under such section.

(¢) Guaranteep PassTaROUGH. —
(1) CErrIFICATE MAY NOT BE DENIED BASED UPON PRICE—The
Commission may not deny, or condition the grant of, any certificate
under section 7 of the Natural Gas Act based wpon the amount

32-827 0-T8-5
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paid in any sale of natural gas, if such amount is deemed to be
just and reasonable under subsection (b) of this section.

(2) RECOVERY OF JUST AND REASONABLE PRICES PAID.~—~For pur-
poses of sections 4 and 5 of the Natural Gas Act, the Commission
may not deny any intersiate pipeline recovery of any amount paid
with respect to any purchase of natural gas if—

(A) under subsection (b) of this section, such amount i
deemed to be just and reasonable for purposes of sections |
and b of such Act,and

(B) such recovery is mot inconsistent with any require-
ment of any rule under section 201 (including any amend-
ment under section 202),

ewifipt to the extent the Commission determines that the amount
paid was excessive due to fraud, abuse, or similar grounds.

SEC. 602. EFFECT ON STATE LAWS.

(a) Avrnoriry To Prescrise Lower Maxivvy Lawrve Pricrs—
Nothing in this Act shall affect the authority of any State to establish
or enforce any maximum lawful price for the first sale of natural gas

roduced in such State which does not exceed the applicable maximum
wful price, if any, under title I of this Act.

(0) Coumon Carriers—No person shall be subject to requlation as
a common carrier under any provision of Federal or State law by
reason of any transportation—

(1) pursuant to any order under section 302(c) or section J0;
(8), (¢), (&), or (%) of this Act; or

(2) authorized by the Commission under section 311(a) of thi
Act.

And the House agree to the same.

Henry M. Jackson,

Frank CHURCH,

Frow K. Haskrrr,

Dare BuMmpers,

WexperL H. Foro,

Seark M. MaTsUNAGA,

Marx O. HaTFrELD,

JAMES A. McCLURE,

Pete V. DomENICI,
Managers on the Part of the Senate.

HarLey W. STAGGERS,
Traomas L. AsHLEY,
AL ULLMAN,
Ricearp BoLLiNg,
TaoMas S. FoLry,
Joan D. DingELyr,
Pavown D. Rocers,
Boe Ecknarpr,
PHaLir R. Saarp,
Cuaarres WILsoN,
Dax RoSTENEOWSKI,
James C. CorMAN,
CaarLEs B. RaxeEL,
Managers on the Part of the House.



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE
ON CONFERENCE

The managers on the part of the House and the Senate at the con-
ference on the disagreeing votes of the two Houses on the amendment
of the House to the amendment of the Senate numbered 8 to the bill
(H.R. 5289) for the relief of Joe Cortina of Tampa, I'lorida, and for
other purposes, submit the following joint statement to the House
and the Senate in explanation of the effect of the action agreed upon
by the managers and recommended in the accompanying conference
report :

The Senate amendment numbered 8 to the text added the text of S.
2104, as amended, and Part 4 (Natural Gas) of H.R. 8444, the Na-
tional Energy Act. The House agreed to the Senate amendment, and
further amended H.R. 5289 by striking out the text of the Senate
amendment and inserting in lieu thereof the text of Title I of H.R.
8444 as ﬁassed by the House.

The House recedes from its disagreement to the amendment of the
Senate with an amendment which is a substitute for the House bill and
the Senate amendment. The Senate recedes from its disagreement to
the House amendment to the Senate amendment. The differences be-
tween the IHouse bill, the Senate amendment, and the substitute agreed
to in conference are noted below.

The managers note that a Concurrent Resolution pertaining to this
legislation is intended to be presented to the House and the Senate for
consideration. It will remove the portions of this legislation pertaining
to Mr. Cortina, for whom a relief bill has already passed. It will also
make technical corrections and any changes necessary to conform this
legislation to the other portions of the %\Tational Energy Act which
may pass this year.

INTRODUCTION

The natural gas pricing policy passed by the House as Part 4 of
H.R. 8444, the National Energy Act, established a single uniform price
policy for natural gas produced in the United States. It imposed Fed-
eral price controls on the intrastate market for the first time. All price
controls were permanent. It defined “new natural gas” and established
a Federal ceiling price for such which was related to the avera
refiner acquisition cost of domestically produced crude oil. The initial
price was guaranteed to be a minimum of $1.75 per million Btu’s. In-
creases in the initial price were tied to increases in crude oil costs. It
also established a comprehensive pattern of Federal ceiling prices for
other categories of natural gas production.

The House passed bill provided an incremental pricing mechanism
for passing on natural gas price increases experienced by both inter-
state and Intrastate gipeline companies. It would have required these
increases to be paid by low-priorty users until the delivered price of
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natural gas to these users reached equivalency with t
stitute fuels at the burner-tip. ™ y with the cost of sub-

The House f)a,ssed bill also extended certain provisions of the Emer-
gency Natural Gas Act of 1977, which has now expired, and amended
the Natural Gas Act to alter the regulatory burdens imposed upon
natural gas producers.

The natural gas pricing policy legislation passed by the Senate was
an amended version of S. 2104, the Natural Policy Act. The Sen-
ate bill was a substitute for S. 2104 as reported from Committee which
was adopted on the floor of the Senate.

The Senate passed bill embodied a significantly different approach
to the natural gas pricing policy issue than that adopted by the House.

The Senate bill eliminated Federal price controls on new natural
gas produced onshore in two years. Different price controls for new
natural gas produced from the offshore Federal domain lands were
established. Those price controls expired in five years. Pending the
elimination of price controls, interim price ceilings were established
1n each case. The interim price ceiling for new natural gas production
onshore was tied to the current cost of No. 2 fuel oil landed in New
York City. The interim price ceiling for offshore new natural gas
production was set at a national ceiling price to be established pur-
suant to criteria specified in the legislation.

Existing Federal regulation of flowing interstate natural gas was
continued ; flowing intrastate natural gas was not regulated by the
Federal Government.

The Senate passed bill directed the Federal Power Commission
(now the Federal Energy Regulatory Commission) to implement
incremental pricing through its regulatory authority over the rates
and charges for interstate pipelines.%(la,lso extended certain provisions
of the Emergency Natural Gas Act of 1977. and amended the Natural
Gas Act to Iimit the regulatory authority of the Commission. .

The conference agreement reconciles these two very different bills
by redefining what natural gas production qualifies as “new natural
gas” and lengthening the period of time prior to the deregulation of
most categories of natural gas. The initial price for new natural gas
is comparable to the one provided in the House passed bill, though
it increases over time according to a new schedule specified in the con-
ference agreement. The difference between the definitions of new nat-
ural gas qualifying for new natural gas price treatment is reconciled
by expanding the House definition of new natural ga.siland by provid-
ing an additional category of natural gas, new onshore production
wells, The ceiling price for production from this category increases at
a slower rate than the ceiling price for most of the gas that would have
qualified as new natural gas under the Senate passed bill, but which
does not qualify under the conference agreement. o

The conference agreement provides an incremental pricing mecha-
nism for passing through to end users some of the increased prices for
natural gas and implements incremental grlgmg for industrial users
in two steps. The direct application of the incremental pricing sec-
tion is patterned after the Senate passed bill by being limited to
consumers served directly or indirectly by interstate pipeline com-
panies. The operation of the incremental pricing mechanism for pass-
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ing through increased costs is patterned after the House passed bill
which utilized a burner-tip passthrough requirement.

The conference agreement extends authority for emergency allo-
cation of natural gas and provides authority for natural gas sales
from unregulated intrastate pipelines, and local distribution
companies,

A detailed summary of the conference agreement follows.

SHORT TITLE

Section 1. The conferees agreed to the short title, “Natural Gas
Policy Act of 1978”.

SECTION 2. DEFINITIONS

The conference agreement provides definitions for several terms.
The conferees have provided the Commission authority to define addi-
tional terms as necessary for the purpose of implementing this Act
under the authority provided in sec. 501(b). The conferees also pro-
vide the Commission authority to refine definitions of terms provided
in the Act in a manner that is consistent with the definitions provided.

The definitions provided in the Act are generally self-explanatory,
except as noted.

Natural gas

The definition of natural gas is identical to the definition of natural
gas provided in the Natural Gas Act, It is not intended to extend
the provisions of the Act to facilities for the production of synthetic
natural gas, or facilities for methane gas generated by the decomposi-
tion of organic waste. The conference agreement declares clauses pro-
hibiting commingling unenforceable in sec. 314. The definition of nat-
ural gas is not intended to be used to impose regulations, or price
controls, under this Act on the sale of synthetic natural gas which is
goglmingled with natural gas meeting the requirements of the

efinition.

Marker well

The concept of a marker well is intended by the conferees to be used
for the purpose of delineating those wells from which distance and
depth are to be measured for the purpose of determining whether
natural gas qualifies under the definition of new natural gas. A marker
well 1s any well from which natural gas was produced in commercial
quantities at any time after January 1, 1970 and before A pril 20, 1977.
A well first producing natural gas on or after April 20, 1977 does not
qualify as a marker well. If a well has been increased in depth by means
of drilling on or after February 19, 1977 to a completion location which
1s at least 1,000 feet below the deepest completion location which
produced natural gas before February 19, 1977, that well qualifies as
a new well and as a marker well. However, a well the surface drilling
of which began on or after February 19, 1977, and as such qualifies
as a new well does not qualify as a marker well under this definition,
regardless of whether 1t produced in commercial quantities before
April 20, 1977. A well whici qualifies as a new well because the surface
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dril]inf of it began on or after February 19, 1977, which also produced
natural gas in commercial quantities prior to April 20, 1977, is not
a marker well under this de%nition. Such a construction would make
it impossible for all other new wells within 2.5 miles to qualify for
new gas price treatment under the definition of new natural gas.

Reservoir

The conferees intend that two separate producible accumulations
of natural gas within the same formation, but separated by a per-
meability restriction, or water barrier, which prevents pressure com-
munication are to be considered to be separate reservoirs.

Rollover contract

An existing contract which expires at the end of a fixed term quali-
fies as a rollover contract. An existing contract may have a specified
term of five years which will be extended by operation of the contract
for one or more years unless the producer gives notice of his intention
to terminate the contract within a specified period of time in advance,
Such a contract will qualify as a rollover contract at the end of the
fixed five year term without regard to the extensions occurring after
the date of enactment.

An existing contract may also have a specified term of five years
unless the price of natural gas subject to it is deregulated during that
%iven year period whereupon the price to be paid under the terms of
the contract will be renegotiated by the parties to the contract. Such
a contract will not qualify as a rollover contract by operation of the
renegotiation provision until the end of the five year term. The con-
tract resulting from the operation of the renegotiation provision
qualifies instead as a successor to an existing contract.

Ewxisting contract

The conferees intend the term “existing contract” to cover any
contract in existence on the day before the date of enactment. It is
intended that the operative terms of an existing contract be deter-
mined by the terms of the contract in effect as of the date of enactment
of this Act.

Successor to an existing contract

The conferees intend any successor to an existing contract which
does not qualify as a rollover contract, or a new contract, to be a
successor to an existing contract, Identity of parties or terms is not
necessary to qualify under this definition.

Interstate pipeline

The definition of an interstate pipeline does not include so-called
Hinshaw pipelines which are those pipelines that are exempt from
the jurisdiction of the Commission by sec. 1(c) of the Natural Gas
Act. Hinshaw pipelines are subject to incremental pricing, however,
as local distribution companies. Hinshaw pipelines are not subject to
allocation under this Act.

Intrastate pipeline
The definition of the term intrastate pipeline is intended to include
any pipeline which transports natural gas under a limited claim of
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urisdiction asserted by the Commission under the Natural Gas Act.
i‘or example, participation by an intrastate pipeline in a transaction
pursuant to Federal Power Commission Order No. 533 involves it in
nterstate transportation which is an activity subject to Commission
jurisdiction under the Natural Gas Act. In order to encourage intra-
state pipelines to participate in Order No. 533 arrangements, the Com-
mission has ruled that it will assert only a limited claim of jurisdic-
tion over participating intrastate pipelines. Intrastate pipelines which
articipate in Order No. 533 or similar transactions do not become
interstate pipelines solely by virtue of such participation.

Commiitied or dedicated to interstate convmerce

The term committed or dedicated to interstate commerce, for pur-
poses of this Act, means natural gas from the Outer Continental Shelf
and most natural gas which, if sold, would be required to be sold in
interstate commerce within the meaning of the Natural Gas Act. The
definition is intended by the conferees to clarify any uncertainty re-
sulting from recent court decisions as to what natural gas may qualify
under what price categories in Title I of this Act, and what natural gas
may qualify for non-price deregulation in Title VI of this Act.

he term does not apply to:
(A) natural gas sold in interstate commerce—
(1) under sec. 6 of the Emergency Natural Gas Act of 1977;
(2) under a limited term certificate with a pregrant of aban-
donment of service pursuant to sec. 7 of the Natural Gas Act;
(8) under any emergency sale pursuant to sec. 7(c) of the
Natural Gas Act; and . |
- (4) to the user by the seller and transported under a certif-
icate granted pursuant to sec. 7(c) of the Natural Gas Act;
(B) natural gas for which abandonment of service was granted
on or before the date of enactment under sec. 7 of the Natural
Gas Act; and
(C) natural gas which would be committed or dedicated pursu-
ant to the above criteria by reason of the action of any person
(including any successor in interest thereof, other than by means
of any reversion of a leasehold interest), if on May 31, 1978—
(1) neither that person, nor any affiliate thereof, had any
right todexplore for, develop, produce, or sell such natural
gas; an
(2) such natural gas was not being sold in interstate com-
merce (within the meaning of the Natural Gas Act) for resale
(other than any sale described in (A) (1), (2), or (8) above}.

The conferees intend that the term “successor in interest” shall
exclude any interest owner who acquires his right pursuant to the re-
version or any other termination of a natural gas leasehold interest, or
any subsequent grantee of such interest owner who acquires his interest
after the date of such reversion or other termination.

The exclusion described in paragraph (C) above limits further ex-
tension of the holding of the Supreme Court in California et al. v.
Southland Royalty Co. et al. (Slip Opinion No. 76-1114, decided May
81,1978). The case is not, however, reversed on its facts.

Under the exclusion. certain natural gas is not to be considered: com-
mitted or dedicated, if such natural gas is committed or dedicated by
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reason of the action of any person and neither that person (or any
successor 1n interest thereof) nor any affiliate, on May 31, 1978, had any
right to explore for, develop, produce, or sell such natural gas. If the
right to explore is vested in any other person by means of any rever-
ston of a leasehold, such other person is not to be considered a succes-
sor 1n interest, and thus the natural gas would not be considered com-
mitted or dedicated, unless the gas is also sold in interstate commerce
{ ;t?é:hm the meaning of the Natural Gas Act) for resale on May 31,

Several examples may be helpful. Seller A commits natural gas to
interstate commerce in 1950. On May 31, 1978, Seller B, Seller A’s suc-
cessor in interest, has the right to explore for, develop, produce, or
sell such natural gas. The natural gas remains committed or dedicated
to interstate commerce.

Seller C is a lessee, who commits natural gas under a leashold inter-
est to interstate commerce in 1950. In 1971, the lease reverts to Seller
D, and Seller D terminates the sales in interstate commerce. No natural
gas from the lease is sold in interstate commerce for resale on May 31,
1978. Such natural gas is excluded from the definition of committed
or dedicated. However, if Seller D had sold such natural gas in inter-
state commerce for resale on May 31, 1978, such natural gas would be
committed or dedicated under the definition.

With respect to natural gas from the Outer Continental Shelf that
1s not subject to a certificate of public convenience and necessity under
the Natural Gas Act on the date of enactment, the term “committed or
dedicated to interstate commerce” is used solely for the purpose of the
pricing and other provisions of this Act. This J:aﬁnition oes not create
new freestanding obligations or expand the jurisdiction of the Com-
mission under the Natural Gas Act.

TITLE I-WELLHEAD PRICING
SusTrrLe A—WEeLLHEAD PrIicE CONTROLS
INFLATION ADJUSTMENT ; OTHER GENERAL PRICE CEILING RULES
SECTION 101(8). ANNUAL INFLATION ADJUSTMENT FACTOR

The House provision tied increases in the ceiling price for new
natural gas to increases in the refiner acquisition cost of domestic crude
oil. The Senate provision tied ceiling price increases to increases in the
landed cost of No. 2 fuel oil in New %ork City for onshore production,
and to increase according to specified criteria for production from
offshore Federal lands.

The conferees agreed that all natural gas prices would be allowed to
escalate with inflation and, in some cases, faster than inflation. Esca-
lation is intended to be compounded annually, but not monthly. Both
an inflation factor and a Consumer Price Index (CPI) “correction
factor” are included in the “annual inflation adjustment factor” that
is used to adjust prices for inflation.

The inflation factor component of the annual inflation adjustment
factor is based upon the Gross National Product (GNP) implicit price
deflator. The quarterly percent change in the implicit price deflator
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for the Gross National Product expressed as an annual rate, as pub-
lished by the Department of Commerce, is divided by 100 to convert
the published number, which is expressed in percentage points, to a
number that can be used in a multiplicative formula.

Two rules are utilized in determining the appropriate quarterly
percent change to use in the calculation of the ceiling price for any
given month.

The first rule determines which quarter should be used for the pur-

of calculating the inflation adjustment to be used for any given
month. The purpose of the rule is to insure that the most recent data
available is used in calculating ceiling prices for months that have
already occurred. The rule states that for any month prior to the date
of enactment for which any GNP implicit price deflator data is avail-
able on the date of enactment of this Act for the quarter in which that
month occurs, the GNP implicit price deflator data for that quarter
will be used for calculating the price for that month. For any other
month, the GNP implicit price deflator data available for the most
recent quarter preceding that month for which data has been published
at least seven days before the beginning of that month will be used.
Thus, for most months prior to enactment, prices will be adjusted for
inflation that actually occurred in that month. For all other months,
however, because of the time lag in the collection and compilation of
inflation data, the inflation adjustment will be based upon data for one
or two quarters prior to the quarter in which that month occurs.

Since the preliminary GNP estimate for a given quarter is generally
not published until twenty days after the end of that quarter, for the
first month of any calen(far quarter after enactment of this Act the

reliminary estimate for the second preceding quarter will be used.

owever, because the preliminary estimate for the preceding quarter
will generally be published more than seven days prior to the begin-
ning of the second month of any calendar quarter, that estimate will be
used In calculating prices for both the second and the third month of
that quarter and the first month of the following quarters.

The second rule addresses the question of which revision of the
quarterly percent change in the GNP implicit price deflator will be
used. It states that, for any quarter for which any version of the quar-
terly percent change is available on the date of enactment of this Act,
the most recent version of that percent change which is available on
the date of enactment will be used whenever data for that quarter is
used. For any quarter for which no version of the quarterly percent
change has been published as of the date of enactment the preliminary
estimate of the percent change for that quarter would be used when
that estimate becomes available. Thus, the most recent data available
on date of enactment is used for all quarters for which data is avail-
able at that time. From that point on, the preliminary estimate is
always used.

‘ The GNP implicit frioe deflator is adjusted by addition of a CPI
“correction factor” of 0.2 percentage points (.002). The conferees
added the 0.2 percentage point figure to adjust the GNP inflation
factor to better approximate the Consumer Price Index (CPI) infla-
tion factor in each month. Over the past seven years, the annual rate
of increase in the CPI has exceeded the rate on increase in the GNP
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implicit price deflator by about 0.2 percentage points. Because the
CP1 is in the process of being phased out in its current form, the Con.
ferees agreed to use the annual rate of increase in the deflator adjusted
by the historical difference between the rate of inflation as measured by
the GNP implicit price deflator and as measured by the CPI for pur.
poses of adjusting ceiling prices for inflation.

For purposes of calculating the annual inflation adjustment factor.
the 0.2 percentage points are incorporated into a factor of 1.002 which
when added to the GNP inflation factor described above, becomes the
basis for a multiplicative adjustment to previous ceiling prices.

The conferees recognize that the Department of Commerce may
develop a new inflation index for use in lieu of the GNP implicit
price deflator. If that occurs, the conferees intend that the Commission
shall make the necessary adjustments in the new index to conform as
closely as possible to the deflator as it is presently calculated. Authority
to do so is provided by sec. 501.

SECTION 101(b). RULES OF GENERAL APPLICATION

The conference agreement includes several rules of general appli-
cation to be used in interpreting this Act.

The “commercial quantities” rule has broader application than that
re(%uired under the new natural gas definition. It also applies to marker
wells and to completion location. The concept of field uses which are
production related used in defining the term is not meant to include
uses in refineries. It is more limited, covering uses such as reinjection
or compression. -

The annual rate of inflation described above is converted to a month-
ly adjustment factor by taking the twelfth root of the annual inflation
adjustment factor. This adjustment is termed the “computation of
monthly equivalent”. Because adjustment of prices is by a multipli-
cative, rather than by an additive formulation, the twelfth root (as
opposed to one-twelfth) of the annual rate is used for the monthly in-
flation adjustment factor. This results in an inflation adjustment fac-
tor that compounds annually, but not monthly, as was intended by
the conferees.

Ceiling prices are calculated from the date specified in the appro-
priate section. However, they do not go into effect prior to the date
of enactment, and apply only to deliveries occurring on or after the
date of the enactment of this Act.

The conference agreement provides that if natural gas qualifies un-
der more than one price category, the provisions that permit the seller
to obtain the highest price applies. If a seller wishes to change the
-\ea,tefory under which production from a given well qualifies, he must
apply to the appropriate State or Federal agency with authority to
make determinations under section 503.

The rule for application of ceiling prices pertains to maximum law-
ful prices. All maximum lawful prices are ceiling prices only. In no
case may a seller receive a higher price than his contract permaits.

The price ceilings provided by the conference agreement apply to
the “first sale” of any natural gas. The first sale, which is defined In
sec. 2, means any sale of any volume of natural gas to any pipeline,
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to.any local distribution company, to any person for his use, and all
sales occurring before such sales.

In addition to publishing maximum lawful prices each month, the
Commission should publish the monthly equivalent of the annual in-
flation adjustment factor for that month and a cumulative inflation
adjustment faetor for each month since the date of enactment of this
Act, which would reflect the combination of all monthly adjustment
factors between the given month and the current month. Such figures
could be used for the calculation of maximum lawful prices for exist-
ing and rollover contracts.

CEILING PRICE FOR NEW NATURAL GAS AND CERTAIN NATURAL GAS
PRODUCED FROM OUTER CONTINENTAL SHELF

SECTION 102(8). APPLICATION
House provision
The House passed bill established a statutory ceiling price which
was applicable to the first sale of new natural gas. The ceiling price
was equal to the Btu equivalent of the average refiner acquisition cost
of domestic crude oil (excluding North Slope Alaskan crude oil)
calculated without regard to the crude oil equalization tax, if any.

Senate provision

The Senate passed bill established a separate ceiling price mecha-
nism for onshore and offshore production of new natural gas.

The ceiling price for new natural gas produced onshore was equal
to the “current” Btu equivalent price of No. 2 fuel oil landed in New
York City, as determined by the Commission. It was applicable as of
January 1, 1977, and expired two years after the date of enactment of
the legislation.

The ceiling price for new natural gas produced from offshore Fed-
eral lands was set by establishing a national ceiling price. The na-
tional ceiling price was to be determined by the Commission accord-
ing to criteria which took into account various costs and prices enu-
merated in the legislation. Pending establishment of the national
ceiling price, the legislation provided an interim ceiling price tied to
the average first sale price of new domestic crude oil as of the date of
enactment of the legislation. The interim ceiling price was to be ad-
justed monthly until superceded by establishment of the national
ceiling price.

Conference agreement

The conference agreement provides a ceiling price which is ex-
pressed as the maximum lawful price, per million Btu’s, for any first
sale of new natural gas, and for any first sale of natural gas produced
from an old lease on the Outer Continental Shelf that qualifies for
the new natural gas ceiling price.

The ceiling price is adjusted on a monthly basis and increases on a
monthly basis. Ceiling prices are not “vintaged” according to the
month, quarter, or year during which the natural gas is first delivered
(firom a given well (see sec. 101(b) (4) (B)) or according to contract

ate,
- To obtain the price applicable to all deliveries made during any
given month, the price applicable during the immediately preceding
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month is multiplied by the monthly equivalent of the new gas price
escalator described in sec. 1 02 (b) for that month.

In addition, the maximum lawful price charged by the producer is
exclusive of certain state severance taxes, and may include any ad-
justment for gathering, processing, compression, treating, liquefica-
tion, or transportation if borne by the seller and allowed by the Com-
mission (see sec. 110).

SECTION 102(b). MAXIMUM LAWFUL PRICE

House provision

The House passed bill allowed the statutory ceiling price to in-
crease over time at a rate equal to the rate of increase 1n the average
refiner acquisition cost of domestic crude oil.

Senate provision

The Senate passed bill allowed the ceiling price for new natural gas
produced onshore to increase over time so tEa,t it would be equal to
the “current” Btu equivalent price of No. 2 fuel oil landed in New
York City, as determined by the Commission. It allowed the ceiling
price for new natural gas produced from offshore Federal lands to
Increase monthly to correspond to increases in the first sale price of
new domestic crude oil under the interim ceiling price; monthly in-
creases were also allowed under the national ceiling price.

Conference agreement

The conferences agreed that the new gas price would escalate at an
annual rate eaual to the sum of an inflation factor, a .002 CPI “cor-
rection factor”, and a real growth factor, which is equal to 3.5 per-
centage points (.035) from April 20, 1977 through ipril 1981 and
4.0 percentage points (.04) thereafter.

The conference agreement establishes an initial price of $1.75/
MMBtu’s beginning April 20, 1977. On the first day of each calendar
month, beginning May 1, 1977, this price is adjusted to reflect the rate
of escalation agreed upon by the Conferees.

The mathematical statement of the formula is:

GNP
P.= P“"( 100

1/
+1.002+GF) 1
(1)

where

P, =the applicable price for such month; _ _

P,,=the applicable price for the month immediately preceding
such month ; .

GNP=the quarterly percent change of the GNP implicit price
deflator, expressed as an annual rate, for the appropriate

uarter ; and
GF =the growth factor, as defined above.

A sample calculation can be used to illustrate the operation of
the ceiling price mechanism for the months prior to enactment of the
Act. .

The ceiling price for new gas is initially set at $1.75 as of April 20,
1977. The first price adjustment to be applied to that $1.75 price
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occurs on May 1, 1977. The quarterly percent change in the GNP
implicit price deflator for the second quarter of 1977, expressed as
an annual rate is 7.7, which, when divided by 100 and added to 1.002
yields an annual inflation adjustment factor of 1.079. The growth
factor of .035 is added to this to yield an annual escalation rate of
1.114 the twelfth root of which is 1.00904. The price for April 20,
1977 ($1.75) is multiplied by this monthly price adjustment factor
of 1.00904 to yield a maximum price of $1.766 applicable to all de-
liveries made during May, 1977.

On June 1, another price adjustment is made. Again, the quarterly
percent cha in the GNP implicit price deflator for the second
quarter of 1977 is used, and the growth factor is the same. Thus, the
price adjustment is identical to that calculated for May. The May
price 1s multiplied by the 1.00904 adjustment factor to yield a June
price of $1.782.

In the calculation of the price for July, the quarterly percent
chan%e for the third quarter of 1977 is used to reflect inflation that
actually occurred during that month. The June price would be mul-
tiplied by the monthly price adjustment baseg on these updated
inflation figures to yield the price applicable during July.

Estimates of the ceiling prices that would be in effect under this sec-
tion for August, September, and October of 1978 are set forth below.
These estimates are based on the most recently published revisions of
GNP implicit price deflator data available as of August 1, 1978, which
i1s the second quarter preliminary estimate of the deflator. The actual
prices will be determined by the most recent GNP deflator data pub-
lished on the date of enactment of this Act.

Per MMBtu's
August 1, 1978 e m—————— $2. 014
September 1, 1078 e e 2, 036
October 1, 1978 e 2. 057

The legislation directs the Commission to compute the ceiling prices
established under this section and to publish them in the Federal
Register to the nearest mill (see sec. 101(b) (8)).

SECTION 102(C) DEFINITION OF NEW NATURAL GAS

House provision

The House defined the term “new natural gas” separately with re-
spect to onshore and offshore natural gas production.

With respect to onshore production, new natural gas was defined as
natural gas produced from a well (the drilling of which began after
Apnl20,1977) which is:
glg more than 2.5 miles from an old well ;

2) 1,000 feet deeper than an old well within 2.5 miles; or
(3) in a newly discovered reservoir (as determined by the ap-
propriate State agency, pursuant to Federal guidelines{

With respect to offshore production, new natural gas was defined as
natural gas produced from:

(1) Federal leases granted on or after April 20, 1977; or
(2) previously granted Federal leases which have been aban-
doned and are subject to releasing by the Federal Government.



78

Senate provision

The Senate made no distinction in its definition of the term “new
natural gas” between onshore and offshore production, except that off-
shore natural gas must be dedicated for the lesser of the life of the
reservoir or 15 years to qualify as new natural gas.

The Senate defined the term “new natural gas” as:

(1) natural gas “sold or delivered” in Interstate commerce for
the first time on or after January 1, 1977, not including any nat-
ural gas which the Commission determines could have been pro-
duced economically and sold prior to January 1, 1977, and was
wrongfully withheld from sale or delivery (natural gas previ-
ously sold interstate commerce, pursuant to FPC limited term
certificates or temporary emergency contracts, is deemed not to
have been “committed” to interstate commerce); or

(2) natural gas produced from a reservoir discovered on or af-
ter January 1, 1977 (including a reservoir discovered by the
deeper drilling of an existing well), as determined by rule by the
Commission, regardless of whether or not the lease covering a
newly discovered reservoir was previously committed or dedi-
cated to the interstate market ; or

(3) natural gas produced from a well initiated on or after
January 1, 1977, and completed within an extension of a pre-
viously discovered reservoir, as determined by rule by the Com-
mission, regardless of whether or not the lease covering such a
previously discovered reservoir was previously committed or
dedicated to the interstate market.

Conference agreement

The conference agreement combines portions of the House and
Senate definitions of new natural gas. New natural gas is defined as
gas produced from :

1) new Quter Continental Shelf leases; and
§2 new onshore wells—
(a) which are 2.5 miles or more from the nearest marker
well ; or
(b’) from a completion location which is at least 1,000
feet (measured by the true vertical depth) below the deep-
est completion location of all marker wells within 2.5 miles;
and
(8) a reservoir from which natural gas was not produced in
commercial quantities prior to April 20, 1977.

The term new Outer Continental Shelf lease may apFly to sub-
merged acreage which has been or is subject to a lease, 1f such lease
expires and is released by the Secretary of Interior. The conferees
understand that the Secretary of Interior has authority under the
Outer Continental Shelf Lands Act, as amended, to insure that any
releasing of submerged acreage is not accomplished for the purpose
of avoiding the maximum lawful price that would otherwise be appli-
cable to production under the terms of the expired lease. .

The conference agreement specifies the manner in which the dis-
tance between any new well and the nearest marker well is to be
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measured, for the purpose of qualifying under (1) or (2) above (see
sec. 102(c) (2)).

The conference agreement includes certain limitations upon what
constitutes production in commercial quantities for the purpose of
qualifying under (3) above (see sec. 10280) (3)3.

The conference ment excludes “behind-the-pipe” natural gas
(under sec. 102(c) (1) (C) (i1)) and “withheld” natural gas (under
sec. 102%:) (1)(C) (1i1) ) from qualifying as new natural gas and de-
fines each term.

The behind-the-pipe exclusion prohibits natural gas produced from
any reservoir from qualifying as new natural gas under this definition
if natural gas “could have been produced in commercial quantities
from such reservoir through such old well before April 20, 1977.”
The phrase “could have been produced” is intended by the conferees
to refer to the capability of the reservoir to produce without regard
to whether actual production capability existed. For example, the
pipe in the well piercing the reservoir, which is ;f)roducing from an-
other horizon, may not have the appropriate perforation to produce
from the pierced reservoir. However, if the pipe were perforated, or
if the necessary additional facilities were installed at the appropriate
place, it cou]dr{lave produced natural gas. Such instances are intended
to be covered by the exclusion.

The criteria of the withheld gas exclusion are not to be considered
as being met if production and delivery facilities were installed for
the purpose of carrying out sales pursuant to the Emergency Natural
Gas Act of 1977, or under the emergency sale authority pursuant to
Federal Power Commission Opinion 699-B (60-day emergency sales
and rollovers of those sales).

Gas produced from the Prudhoe Bay Unit on the North Slope of
Alaska and transported through the Alaska Natural Gas Transporta-
tion System (as described in the President’s Decision and Report to
Congress transmitted to the Congress on September 22, 1977 pursu-
ant to the Alaska Natural Gas Transportation Act) is s eciﬁcaﬁy ex-
cluded from qualifying as new natural gas. The term “Prudhoe Bay
Unit” is defined in section 2,

SECTION 102(d) OCS GAS QUALIFYING FOR NEW NATURAL GAS
CEILING PRICE

The conference agreement provides that production from Outer
Continental Shelf reservoirs discovered on or after July 27, 1976 on
leases issued prior to April 20, 1977 may qualify for the new natural
gas ceiling price. Such gas would not have qualified as new gas under
the House passed bill but would have qualified as new natural gas
under the Senate passed bill.

For purpose of qualifying for the new natural gas ceiling price un-
der this subsection, a reservoir is considered as having been discovered
before July 27, 1976 if it was penetrated before July 27, 1976 by a well
capable of producing natural gas in paying or commercial quantities.
The conference agreement provides several tests for use in making such
determination. The tests for what constitutes paying quantities or com-
mercially producible natural gas are:
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(1) the results of a production test described in OCS Order
No. 4; or

(24) any production capability evidence described in OCS Order
0.4; or
(8) an induction-electric log, sidewall cores and core analysis,
or wire line formation test indicates that the reservoir was com-
mercially producible,

The reference to Order No. 4 is to the Outer Continental Shelf Order

No. 4, issued by the United States Geological Survey Gulf of Mexico
Area, Conservation Division (effective August 28, 1969).
. For the purpose of determining the existence of natural gas in pay-
Ing or commercial quantities the results of the above referenced tests
and evidence are to be evaluated at the time such test results or evidence
are known utilizing the evaluating techniques available and condi-
tions existing at the time of such evaluation. Any of the results of the
above referenced tests, and evidence obtained from any test performed
after July 27, 1976, are not included under this subsection.

Generally induction-electric log tests are performed in conjunction
with other logs such as porosity logs. It is contemplated that the deter-
mination of commercial producibility under part three above will con-
sider the results of any such tests performed in conjunction with the in-
duction-electric log.

The conference agreement requires that the seller assume the burden
of proof before the appropriate State or Federal agency which has
the responsibility to determine whether a well qualifies for a new nat-
ural gas price treatment.

The conference agreement delegates the authority to make deter-
minations required under this section. See sec. 503.

CEILING PRICE FOR NEW, ONSHORE PRODUCTION WELLS

SHCTION 108(a). APPLICATION; AND
SECTION 10383(b). MAXIMUM LAWFUL PRICR

i

This section of the conference ment provides a special ceiling
price schedule for natural gas pmion from new, onshore produc-
tion wells. These wells would have been excluded from the House
passed definition of new natural gas and included in the Senate passed
definition of new natural gas. The ceiling prices provided by this sec-
tion of the conference agreement are more generous than would have
been provided for such gas by the House passed bill and less generous
than would have been provided by the Senate passed bill.

The initial ceiling price for gas produced from new onshore produt,:-
tion wells provideg by the conference agreement is $1.7 5/MMBtu’s
beginning in April, 1977. That initial ceiling price increases monthl’y
under the conference agreement by multiplying the previous month’s
price by the monthly equivalent of ¢the annual inflation adjustment
factor. .

The formula for determining increases in the ceiling price for this
natural gas is the same as that provided for determining the ceiling
price of new natural gas except that the formula does not include the
3.5 percent and 4.0 percent allowances. (Technical note : Referring to
eq. 1 the growth factor GF =0.)
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Estimates of ceiling prices that would be in effect under this section
for August, September, and October of 1978 are set forth below. These
estimates are based on the most recently published revisions of GNP
implicit price deflator data available as of August 1, 1978. The actual
prices will be determined by the most recent GNP data published on
the date of enactment of this Act.

Por MMBtu's
August 1, 1978 e ————————— $1. 930
September 1, 1978, e ———————— 1. 6406
October 1, 1978, e —————————— 1. 961

As of January 1, 1985, ceiling prices are removed for natural gas
which was not committed or geglcated to interstate commerce on
April 20, 1977, produced from new onshore production wells producing
from a depth of 5,000 feet deep or more. A special ceiling price for
natural gas which was not committed or dedicated to interstate com-
merce on April 20, 1977 produced from wells producing from less than
5,000 feet deep goes into effect on January 1, 1985. The ceiling price,
which is-to be computed by the Commission, is a price which is midway
between the new gas ceiling price (computed under sec. 102) and the
new onshore production well ceiling price (computed under this sec-
tion). These prices continue throu ﬁ g une 30, 1987 or the last date on
which price controls remain in effect if price controls are reimposed
pursuant to sec. 122,

SECTION 103(¢). DEFINITION OF NEW, ONSHORE PRODUCTION WELL

A new onshore production well is defined as any new well—
% '}) it,hctla surface drilling of which began on or after February 19,
1977 ; an
(2) which satisfies applicable Federal or State well-spacing
ulrements; and
3) which is not within a proration unit—
(A) which was in existence at the time the surface drilling
of the well began; and
(B) which was applicable to the reservoir fréfn which such
natural gas is produced ; and
(C) a.pplica,%le to & well which produced natural gas in
commercial quantities or the surface drilling of which was
begun before February 19, 1977 and which was thereafter
capable of producing natural gas in commercial quantities.
In some instances, a State or Federal agency may designate a prora-
tion unit for a reservoir which it later determines cannot effectively or
efficiently be drained by a single well. In such cases, the State or Fed-
eral agency may allow another well to be drilled on the same proration
unit. The conferees do not intend a new well to be disqualified as a new
onshore production well in such cases. The important factor in that
determination is whether the portion of the reservoir covered by the
unit will be effectively and eﬂi%iently drained by a single well. In all
cases, the unit must be designated prior to drilling the new well.
Natural gas produced from the Prudhoe Bay Unit does not qualify
for the ceiling price established by this section.
The conference agreement delegates the authority to make deter-
minations required under this section. See sec. 5083.

P2«627 O -T8 -6
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CEILING PRICE FOR SALES OF NATURAL GAS DEDICATED TO INTERSTATE
COMMERCE

SECTION 104(a). APPLICATION

Both the House passed bill and the Senate passed bill would have
determined the ceiling price for existing interstate contracts by refer-
ence to existing law. However, the conference agreement agdresses
ceiling prices for sales under existing interstate contracts by conform-
Ing price increases under such contracts with the other ceiling price
increases provided for in the legislation.

The ceiling price computed under subsection (b) applies to any first
sale of natural gas delivered during any month for natural gas com-
mitted or dedicated to interstate commerce on the day before the date
of enactment of this Act and for which a just and reasonable price
under the Natural Gas Act was in effect.

SECTION 104(b). MAXIMUM LAWFUL PRICE

The conference agreement allows the just and reasonable rates that
were in effect on April 20, 1977 as converted, if necessary, to a million
Btu basis, for natural gas subject to the jurisdiction of the Commission
under the National Gas Act to be adjusted by multiplying those prices
by the monthly equivalent of the annual inflation adjustment factor.
This means that just and reasonable rates in effect as of April 20, 1977
will escalate thereafter with inflation as measured by the G%P implicit
price deflator plus 0.2 percentage points.

The ceiling prices under this section are calculated from April, 1977.
However, they do not become effective until the date of enactment of
this Act, if the contract so permits. See sec. 101 (b) (4) (C).

CEILING PRICE FOR SALES UNDER EXISTING INTRASTATE CONTRACTS

SECTION 105(a). APPLICATION

The conference agreement establishes a maximum lawful price for
first sales of natural gas under an existing intrastate contract or any
successor to an existing intrastate contract. The maximum lawful price
depends upon the contract price in effect on the date of enactment of
this Act. If the contract price in effect on the date of enactment is less
than the new gas ceiling price, the maximum lawful price for any sub-
sequent month is the lower of (1) the price under the terms of the
existing contract in effect on the date of enactment, or (2) the new gas
price. Thus, the price under the contract may escalate through the
operation of both fixed price escalator clauses and indefinite price esca-
lator clauses in existence as of the date of enactment, but the price may
not exceed the new gas price.

If the contract price in effect on the date of enactment is greater than
the new gas price, the maximum lawful price for any subsequent month
is the higher of (1) the contract price in effect on the date of enact-
ment escalated by the monthly equivalent of the annual inflation ad-
justment factor, or (2) the new gas price. Thus the operation of both
fixed price escalator clauses and indefinite price escalator clauses 1s
limiteg to the rate of the inflation adjustment until the price equals
the new gas price.
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Once the price under an existing intrastate contract equals the new
gas price, the contract price may increase at a rate equal to the increase
in the new gas price. All maximum lawful prices are ceiling prices
only; in no case may a seller receive more than the contract permits.

The conference agreement imposes additional limits upon the opera-
tion of indefinite price escalator clauses in existing contracts as of
January 1, 1985. A special rule, in sec. 105(b) (3), limits the escalation
of prices of natural gas for certain intrastate contracts in existence as
of the date of enactment. The special rule is not to be applied to intra-
state contracts that roll over between the date of enactment and Janu-
ary 1, 1985. If the contract price on December 31, 1984 is higher than
$1.00 per MM Btu’s, the ceifi)ng prices for such gas are removed pur-
suant to sec. 121(a) (8), subject to the special rule. This special rule
limits the operation of indefinite price escalator clauses in existing
intrastate contracts for which the contract price on December 31, 1984
18 higher than $1.00 per MM Btu’s so that the contract price may not
exceed the new gas celling price as of January 1, 1985, adjusted by the
monthly equivalent of the annual inflation adjustment factor, plus 8.0
percentage points. This limitation applies to natural gas which 1s
deregulated solely as a result of qualilf)ying as an existing contract or
a successor to an existing contract in excess of $1.00 per million Btu’s
on or before December 31, 1984. Thus, natural gas which is deregulated
as a result of being new gas under sec. 121(a) (1), gas from deregu-
lated new, onshore production wells under sec. 121(a) (2) or 121(c),
or high cost natural gas under sec. 121 (b), would not be subject to this
limitation, even if it were sold under an existing intrastate contract.
Furthermore, natural gas qualifying as gas produced from a natural
gas stripper well woul§ not be so limited, if such gas were sold subject
to the provisions of sec. 108, rather than taking deregulated treatment
as an existing intrastate contract.

The conference agreement specifically prohibits prices paid in any
sale of high-cost natural gas, from triggering the operation of any
indefinite price escalator clauses. The conference agreement also cedes
the Federal Government’s authority to further limit the operation of
indefinite price escalator clauses to State governments wishing to do
so. The Congress, by adoption of this section, recognizes the right of
States to prescribe more stringent limitations on the operation of such
clauses than those prescribed herein.

This section of the conference agreement is not intended to apply
to interstate contracts in existence as of the date of enactment. Such
contracts are currently subject to regulation by the Commission pur-
suant to the Natural Gas Act. Commission regulations bar the use of
indefinite price escalator clauses in interstate sales.

Some intrastate contracts currently in existence contain indefinite
price escalator clauses which can be triggered by a number of factors,
mcluding adjustments by the Commission of “just and reasonable”
rates established under the Natural Gas Act. The conferees do not
intend that the mere establishment of the ceiling prices under this
Act shall trigger indefinite price escalator clauses in existing intrastate
contracts. Once natural gas is sold pursuant to the ceiling prices under
this Act, such clauses would be activated as limited by this section.
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The conference agreement requires that no alteration made after
May 3, 1978, of any provision of an intrastate contract in effect as of
that date shall be effective to alter the application of the ceiling price
limitations of this provision that would have prevailed had such
alteration not occurred.

SECTION 108. CEILING PRICE FOR SALES UNDER ROLLOVER CONTRACTS

House provision

The House passed bill provided different ceiling prices for previ-
ously interstate sales and previously intrastate sales. The legislation
defined the term rollover contract as a contract entered into after
April 20,1977 for the sale of natural gas which was previously subject

to an existing contract that expired at the end of a fixed term specified
in such contract.

Senate provision

The Senate passed bill did not include comparable provisions for
rollover contracts. It relied upon existing law under which rollover
contracts of previously interstate sales are not regulated by the Com-

mission and previously intrastate sales are not regulated by the Fed-
eral Government unless that gasis sold in interstate commerce.

Conference agreement

Under the conference agreement, the ceiling price applicable to
natural gas sold pursuant to rollover contracts depends upon whether
the gas 18 sold in interstate or intrastate commerce as of the date of
enactment. If production from a well or a reservoir is committed or
dedicated to interstate commerce as of the date of enactment, pro-
duction from that well or that reservoir is governed by the provision
for rollover interstate contracts (sec. 106(a)). If production from a
well or a reservoir is not committed or dedicated to interstate commerce
as of the date of enactment, production from that well or reservoir
is governed by the provisions for rollover intrastate contracts (sec.
106(b) ). Prowvision 1s made to assure interstate sellers to receive the
same rollover price treatment they would receive under existing law
if the natural gas is flowing in interstate commerce but no contract
is in effect on the date of enactment; when the rollover contract is
entered into they may receive the rollover price.

An existing interstate contract may require a producer to deliver
a specified amount of natural gas. In order to fulfill the terms of that
contract, a producer may drill new wells that but for the contract
obligation would otherwise qualify for the new gas price. Once the
existing contract rolls over, the conferees do not intend the produc-
tion from such new wells that would otherwise qualify for the new

price to be bound by the ceiling price terms of this section unless
t%?: rollover contract itself so provides.

If a contract that was an intrastate contract as of the date of enact-
ment rolls over in a manner that the natural gas production becomes
interstate, the provision for rollover intrastate contracts still applies.
In other words, the conferees intend the nature of the contract in
effect on the date of enactment to govern which of the subsections of
this section applies.
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SECTION 106(a) INTERSTATE ROLLOVER CONTRACTS

House provision

Under the House passed legislation, the ceiling price for previously
interstate sales was to be established by the Commission at a level
which did not exceed the maximum price received under the expiring
contract, except to the extent the Commission authorized a higher price
as necessary to permit recovery of increased costs to- maintain produc-
tion. The legislation specified that in no event could the Commission
authorize a price in excess of $1.45 per MM Btu’s. |

The House passed legislation allowed the ceiling price to increase
according to an inflation adjustment based upon the GNP deflator (so
that the ceiling price levels are expressed in constant real dollar terms).
However, where the price under the expiring contract exceeds $1.45 per
million Btu’s, the ceiling price would have been adjusted at the rate
ojfl increase of the average refiner acquisition cost of domestic crude
oil,
Senate provision

The Senate passed legislation had no comparable provision. Under
existing law, old natural gas sold following the expiration of an
existing contract would be permitted to receive the applicable Com-
mission determined just and reasonable price. In most instances, that
just and reasonable price is set by a FPC decision at 55¢/MMBtu’s
for the second half of 1978 and is allowed to increase 1¢ per year.

Conference agreement

The conference agreement provides a ceiling price of 54¢ per
million Btu’s escalated with inflation for interstate rollover contracts.
However, 1f the just and reasonable rate applicable to the expiring
contract was greater than the price that represents 54¢ per million
Btu’s escalated with inflation until the time of rollover, the new ceil-
ing price is based upon the just and reasonable rate applicable to the
exgiring contract.

he measure of inflation used for escalation of prices under this

section is the monthly equivalent of the annual inﬂgtion adjustment
factor. The measure of inflation is the same as that provided for new
onshore production wells.

SECTION 106(b). INTRASTATE ROLLOVER CONTRACTS

House provision

Under the House passed legislation, the ceiling price for previously
intrastate sales was to be established by the Commission at a level
which did not exceed the maximum price received under the expiring
contract, except to the extent that the Commaission authorized a higher
price as necessa,rj}7 to ]permit recovery of increased costs to maintain
production. The legislation specified that in no event may the Com-
mission authorize a price— ~

(1) in excess of $1.45 per MMBtu’s if the contract under the
expiring contract was less than or equal to $1.45 per MMBtu’s;
or
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__(2) in excess of the Btu related price (for new natural gas)
if the contract price under the expiring contract was greater t%han
$1.45 per MMBtu’s.

The House passed legislation allowed the ceiling price to increase
according to an inflation adjustment based upon the GNP deflator
described in the previous subsection.

Senate provision

The Senate passed legislation provided the natural gas that was
previously subject to an intrastate contract would qualify as new
natural gas if subsequently sold in interstate commerce. Previously
Intrastate gas subsequently sold in intrastate commerce would remain
exempt from Federal price regulation.

Conference agreement

_ The conference agreement provides a ceiling price of $1.00 per mil-
lion Btu’s escalated with inflation for intrastate roll-over contracts if
the maximum price paid under the expiring contract is below that
price.

If the maximum price paid under the expiring contract is greater
than $1.00 per million Btu’s escalated with inflation until the time of
rollover, the new ceiling price is that price. :

The conference agreement does not roll back the price paid under
any existing Intrastate contract. Nor does it roll back the price paid
under any existing intrastate contract upon its rollover.

The measure of inflation used to escalate prices under this section
is the monthly equivalent of the annual inflation adjustment factor.
The formula for determining increases in the ceiling price is the same
as that provided for new onshore production wells and interstate roll-
over sales.

The conference agreement provides & ceiling price equal to the new
natural gas ceiling price for any first sale under an intrastate rollover
contract for certain State or Indian tribe royalty shares of production.
Both (1) the State royalty share of natural gas produced from real
property owned, as of date of enactment, by a State or Indian tribe,
and (2) production owned by a State or local government unit or In-
dian tribe, from such real property, may receive the new gas price
(under sec. 102). Royalty interests, or production interests, from State
and Indian tribe lands owned as of April 20, 1977 qualify under this
subsection.

The conferees intend the term “real property owned” to include the
ownership of subsurface mineral rights owned by a State or local
government unit. However, the term is not meant to include mineral
rights leased by a State or local government unit that are owned by
another party.

The term Indian tribe, as used in this section, includes both lands
owned by Indian tribes, and lands within the existing boundaries of
Indian reservations which are held in trust by the Secretary of In-
terior for Indian persons. It is not intended to include the so-called
allotment lands located outside the existing boundaries of Indian
reservations.
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SECTION 107. CEILING PRICE FOR HIGH COST NATURAL GAS

House provision

The House passed bill authorized the Commission to establish spe-
cial ceiling prices in excess of the ceiling prices established by the leg-
islation for high cost natural gas. The %ugher prices were authorized
to the extent necessary to provide reasonable incentives for the pro-
duction of high cost natural gas. High cost natural gas was defined
as natural gas produced from wells located beneath more than 500
feet of water; from completion locations producing from more than
15,000 feet; from geopressured brine; or under such other conditior
as present extraordinary risks or costs.

Senate provision

The Senate passed bill gave the Commission authority to authorize
a price in excess of either the interim ceiling price, or the national
celling price for new natural gas for natural gas produced from any
high cost production area or vertical drilling depth. The Commission
was authorized to designate high cost production areas and vertical
drilling depths for offshore Fegeml lands. The operation of the new
na.turaf gas definition would have eliminated Federal ceiling prices
for several of the categories of natural gas production that were
covered by the House passed definition of high cost natural gas.

Conference agreement

Under the conference agreement, high cost natural gas is defined
as natural gas produced from any new well, the surface drilling of
which began on or after February 19, 1977, from a completion location
more than 15,000 feet deep; natural gas produced from geopressured
brine; occluded natural gas produced from coal seams; natural g

roduced from Devonian shale; and natural gas determined by -
Bommission to be produced under such other conditions as prest .
extraordinary risks or costs. The first four categorics of high cost
natural gas are deregulated upon the effective date of the first incre-
mental pricing rule. See sec. 121. I'ending such deregulation, the con-
ference agreement provides an interim ceiling price, which shall be
equal to the new natural gas ceiling vorice, for natural gas produced
from a well, the surface drilling of which began on or after Febru-
ary 19, 1977, from a completion location below 15,000 feet. Gas pro-
duced from geopressurized brine, occluded natural gas produced from
coal seams and natural gas produced from Devonian shale, receives
whatever price is otherwise applicable under this Title until such gas
becomes deregulated upon the effective date of the first incremental
pricing rule.

The Commission may determine that natural gas produced from
submerged acreage located beneath more than 500 feet of water; or
natural gas produced from tight formations with little permeability
including Western tiﬁht sand formations; or natural gas produeeti
from hydropressured brine qualify as natural gas produced under such
other conditions as present extraordinary risks or costs. The conference
agreement gives the Commission authority to add other categories of
natural gas production to the list which qualifies for special price
treatment under this section,
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This authority is intended by the conferees to be exercised in ad-
vance of drilling activity, in order to create price incentives. Such
special ceiling prices are not intended by the conferees to be cost-based
in nature, and do not require cost justification.

For example, some new wells will produce from depths close to
15,000 feet and some reentries will produce from depths below 15,000
feet, both possibly involving costs greater than normal, but neither

ualifying as high cost gas under sec. 107(¢). The Commission may

etermine that such wells should receive special price treatment under

this section. The Commission could also determine that stripper natu-

ral gas wells with more than de minimis associated oil production qual-

ify for treatment under this section. This gas, however, would not be

gﬁi'egulated upon the effective date of the first incremental pricing
e,

The ceiling price provisions of this section do not apply to natural
gas for which any credit, exemption, deduction, or comparable adjust-
ment to any Federal tax is specifically allowable 1f the producer elects
to have such credit exemption, deduction or adjustment apply. If the
producer chooses to have the provisions of this section apply, he is
required to file an election indicating his plans to take advantage of
the ceiling price provisions of this section not later than 30 days after
enactment of the Act providing the special tax or comparable adjust-
ment, or the date the surface drilling of the well qualifying under this
section began, whichever is later. The conferees intend the term “com-

arable adjustment” to be construed broadly. It is meant to include any

evice or allowance which would have the effect of reducing a seller’s
Federal tax liability relating specifically to high cost natural gas as
defined herein or by the Commission.

SECTION 108. CEILING PRICE FOR STRIPPER WELL NATURAL GAS

The conference agreement provides a special ceiling price for
natural gas produced from stripper wells. The initial ceiling price for
natural gas produced from stripper wells is $2.09 per MM Btu’s. The
ceiling price is allowed to increuase at the monthly equivalent of the
annua% inflation adjustment factor, plus a real growth factor which
is equal to .035 until April 20. 1981 and .04 thereafter. Escalation
commences as of May, 1978 rather than as of April 20, 1977 as in the
case of new gas. Estimates of the ceiling prices that would be in effect
under this section for August, September and October of 1978 are
set forth below. These estimates are based on the most recently pub-
lished revisions of GNP deflator data avaliable as of August 1, 1978.
The actual prices will be determined by the most recent-GNP data
published on the date of enactment of this Act.

Per MMBiu’s
Auvgust 1, 1978 e $2. 158
September 1, 1978 e 2.181
October 1, 1978 e 2. 205

A stripper well is defined as a well producing nonassociated natural
gas for a ninety-consecutive day period at a rate which did not ex-
ceed an average of 60 Mcf per day when produced for such three con-
secutive months at its maximum efficient rate of flow and in accor-
dance with recognized conservation practices. The conferees intend
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that the appropriate state or Federal regulatory body with author-
ity to make determinations under sec. 503 will determine what con-
stitutes application of recognized conservation practices.

The conferees intend that the phrase “maximum efficient rate of
flow” means the maximum rate at which the well could produce with-
out damage to the reservoir. In instances where the well is incapable
of producing at the reservoir’s maximum efficient rate of flow, the
well’s maximum efficient rate of flow shall be based upon the maximum
rate at which that well could produce. The conferees intend that ap-
plication of the standard of the maximum rate at which a well could
produce to the average of 60 Mcf per day measurement be consistent
with recognized conservation practices but not to allow any limita-
tion on production solely for the purpose of qualifying for price
treatment under this section.

The conferees also intend that the Commission shall have authority
to define what constitutes non-associated gas. The agreement con-
templates that the Commission could allow a de minimis amount of
oil to be produced from the well without disqualifying the well as a
natural gas stripper well. The 60 Mcf per day measurement is intended
to be applied. after extraction of natural gas liquids; production of
natural gas liquids does not disqualify a well from qualifying as a
natural gas stripper well.

The section directs the Commission to provide, by rule, that stripper
wells retain their stripper well status even if production is increased
to an average above 60 Mcf per day but only if such increase is due
to the application of recognized enhanced recovery techniques. The
objective of this section is to insure that the producer does not have
a built-in incentive to limit the production from a given well to an
average of 60 Mcf per day.

Non-associated natural gas is defined as natural gas which is not
produced in association with crude oil.

SECTION 109. CEILING PRICE FOR OTHER CATEGORIES OF NATURAL GAS

House provision
The House passed bill established ceiling prices for all “old natural
gas” which was defined as natural gas other than new natural gas.
ome old natural gas would have been subject to the rollover contract
price ceilings discussed previously. Other old natural gas would have
had different price ceilings according to whether it was subject to an
existing or new contract.
The ceiling price applicable to old natural gas sold under an existing
contract was to be determined according to—
(1) the Commission determined just and reasonsble rate in
effect on A pril 20,1977 in the case of interstate sales; or
_ (2) the contract price in effect on April 20, 1977 in the case of
intrastate sales. .
The ceiling price applicable to old natural sold under a new
contract was initially established at $1.45 per Btu’s.
In all cases, the I-Sl’ouse passed legislation allowed the ceiling price
i(:io éncrease according to an inflation adjustment based upon the GNP
eflator.
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Senate provision

The Senate passed bill established ceiling prices for “old natural
gas” which was defined as natural gas sold or delivered in interstate
commerce other than new natural gas. Old natural gas sold under an
existing contract would continue to be subject to the Commission
determined just and reasonable price ceiling. The legislation did not
include cei rices for intrastate sales under existing contracts:
nor did it include ceiling prices for old natural gas sold under a new
contract. In the latter case, existing law would apply the Commission
determined just and reasonable price.

The Senate passed bill depended upon existing law for establishing
increases in the ceiling prices. However, the legislation also removed
from the Commission the power to decrease any interstate rate for old

natural gas if the rate had %reviously been determined by the Com-
mission to be just and reasonable.

Conference agreement
This section applies to—
(1) natural gas lE)mdun::e'd from any new well not otherwise
qualifying for aﬁlig er ceiling price; and
(2) natural gas committed or dedicated to interstate commerce
for which a just and reasonable rate was not in effect under the
Natural Gas Act; and
(3) natural gas which was not committed or dedicated to inter-
sta.(tie commerce and which was not subject to an existing contract ;
an
(4) natural produced from the Prudhoe Bay Unit on the
North Slope of Alaska and transported through the transporta-
tion system approved under the Alaska Natural Gas Transporta-
tion Actof 1976; and
(5) any natural gas which is not covered by any maximum
lawful price under any other section of this subtitle.
In determining whether a “just and reasonable” price ceiling has
been established under the Natural Gas Act, the conferees do not
intend to require that a certificate has been issued with respect to that

The conference agreement establishes an initial ceiling %ﬁice of $1.45
per MMBtu’s for natural gas produced from wells which qualify
under the categories of this section. The inflation factor to be applied
to such production is the same as that provided for new onshore pro-
duction wells and rollover contracts which is equal to the monthly
equivalent of the annual inflation adjustment factor. (See sec. 103 for

‘a detailed description.) The ceiling prices under this section are cal-
culated from April 20, 1977. However, such ceiling prices do not be-
come effective until the date of enactment (see sec. 101(b) (4) (C)).

SECTION 110. TREATMENT OF STATE SEVERANCE TAXES AND OTHER
SIMILAR PRODUCTION-RELATED COSTS

All ceiling prices under this Act are exclusive of State severance
taxes borne by the seller and -any adjustment which may be allowed
by the Commission for specified production related costs.
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Increases in State severance taxes above levels enacted on or before
December 1, 1977, are excluded from the applicable ceiling price so
long as they are applied uniformly to natural gas sold within the
state in which it is produced, and to natural gas sold outside the state
in which it is produced. Such increases, however, are required to be
incrementally priced under sec. 203(a)(9). State severance taxes
Jevied as a function of price for or as a function of the volume of
production of all natural gas are considered by the conferees to be
uniformly priced. |

The term “State severance tax” is intended to be construed broadly.
It includes any tax iimposed upon mineral or natural resource produc-
tion including an ad valorem tax or a gross receipts tax. It also
includes any tax imposed by a local government unit under authority
of State law or by an Indian tribe recognized as eligible for services
provided by the Secretary of the Interior to Indians.

While severance taxes which may be imposed by an Indian tribe
are to be treated in the same manner as State imposed severance taxes,
the conferees do not intend to prejudge the outcome of the cases on
appeal before the Tenth Circuit Court of Appeals respecting the right
of Indian tribes to impose taxes on persons or organizations other than
Indians who are engaged in business activities on Indian reservations.
The outcome of the cases on appeal will determine the legality of im-
posing such taxes. The cases are Jicarilla Appache T'ribe et al v. J.
Gregory, Merrion and Robert L. Bayless (?8—1154, 10th Cir.) and
Jicarilla Apache Tribe v. Amoco Production Co. and Marathon Oil
Co. (78-1251, 10th Cir.)

The conference agreement provides authority for the Commission,
by rule or order, to make adjustments in ceiling prices for production-
related costs which include the costs of compressing, gathering, proc-
essing, treating, liquefying, or transporting natural gas. The authority
is available for making agjustments to all ceiling prices.

The conferees recognize that, in certain cases, the just and reasonable
rates under the Natural Gas Act include an allowance for production
related costs. The conference agreement is not intended to alter or
change that practice.

SustiTLE B—D=rcoNnTROL OF CERTAIN NATURAL (GAS PRICES

SECTION 121. ELIMINATION OF PRICE CONTROLS FOR CERTAIN
NATURAL GAS BALES
House provision
The House passed bill did not contain any termination of the ceiling
prices established pursuant to the legislation.

Senate provision

The Senate passed bill provided for termination of the ceiling price
applicable to onshore production of new natural gas two years after
the date of enactment of the legislation. The ceiling price authority
applicable to offshore production of new natural gas terminated on
December 31, 1981. Intrastate natural gas production would have con-
tinued exempt from Federal price controls.
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Conference agreement

The conference agreement provides for the elimination of Federal
price controls for certain categories of natural gas. Thus the agree-
ment “deregulates” those categories for ceiling price purposes.

. 1\173;; natural gas (under sec. 102) is deregulated effective January

; .

Natural gas produced from new onshore production wells (under
sec, 103) producing from a completion location deeper than 5,000 feet
is deregulated effective January 1, 1985, provided that such gas was
not committed or dedicated to interstate commerce on April 20, 1977.
Natural gas produced from new onshore production wells producing
from a completion location shallower than 5,000 feet that was not
dedicated to interstate commerce on April 20, 1977, is deregulated
effective July 1, 1987, or as of the last on which price controls
are in effect if reimposed (under sec. 122}, whichever is later. Gas
produced from new onshore production wells committed or dedicated
to interstate commerce on April 20, 1977 is not deregulated.

Natural sold under an existing intrastate contract, a successor
to an existing contract, or any rollover contract is deregulated as of
January 1, 1985, if such gas was not committed or dedicated to inter-
state commerce as of the day before the date of enactment and if the
price paid pursuant to the contract for that gas is greater than $1.00

r million Btu’s on December 31, 1984. Natural gas subject to an
Intrastate contract in existence on the date of enactment is not dereg-
ulated if the price paid pursuant to the contract is less than or equal
to $1.00 per MMBtu’s on December 31, 1984.

Certain categories of high-cost (under sec. 107(c) (14)) are
deregulated on the effective date of the first incremental pricing rule
(required by sec. 201).

The conference agreement does not provide for deregulation of any
natural gas production not specifically enumerated in this section.

SECTION 122. STANDBY PRICE CONTROL AUTHORITY

The conference agreement provides authority for the President or
the Congress to reimpose price controls in the form of maximum
lawful prices on all categories of natural gas described in sec. 121(a)
for a single period of 18 months. This authority may not be exercised
to take effect earlier than July 1, 1985 nor later than June 30, 1987.
If this authority is exercised, price controls could only be reimposed
once. The Congressional decision to reimpose price controls is to be
implemented by concurrent resolution which is not subject to judicial
review or Presidential approval. The concurrent resolution to reim-
pose price controls under the authority and procedures provided by
this section may not be passed prior to June 1, 1985.

The President’s decision to reimpose price controls is subject to
Congressional review. His decision may not be submitted prior to June
1, 1985. The President’s decision is effective unless both Houses of
" Congress pass a concurrent resolution to veto the Presidential reim-
position of controls. o

The conference agreement requires the President to transmit his
decision to reimpose price controls to the Speaker of the House of
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Representatives and to the President of the Senate. The Congress
would have 30 days in which to act to pass a concurrent resolution
to veto the reimposition of controls.

The conference agreement provides an expedited procedure for Con-

ional consideration of a Presidential decision to reimpose price
controls.

If price controls are reimposed under this section, the maximum
lawful price for deliveries of any category of natural gas is the maxi-.
mum lawful price computed under sec. 102, except for natural gas
which was not committed or dedicated to interstate commerce on
April 20, 1977, and which is produced from a completion location
which is located at a depth of 5,000 feet or more which would have a
maximum lawful price computed under sec. 103(b).

If price controls are reimposed, the reimposed price for new onshore
production wells would be the same as that for new onshore produc-
tion wells that were not deregulated (because the production from such
wells was committed or dedicated to interstate commerce). If price con-
trols are reimposed, the conferees intend that such price controls will
be reimposed without respect to whether production of natural gas
commenced before or after the date of deregulation, or the date of reim-
position of controls. In some cases, a seller may sign a contract during
the period of deregulation under which the contract price is greater
than the price reimposed for categories of production covered by that
contract. In such cases, the contract price will be rolled back upon the
effective date of the reimposition. However, the reimposition will not
have a retroactive effect requiring the buyer to refund payments made
prior to reimposition.

If price controls are reimposed, the conference agreement provides
that they must be rexmposed for the full 18 month period on all cate-
gories described in this section.

SECTION 123. REPORT TO CONGRESS

The Senate passed bill required the Commission to study explora-
tion, production, sale, transportation, distribution and consumption of
natural gas. It also requireg the Commission to make an annual inde-
pendent estimate of natural gas reserves; to keep current information
regarding the following : ownership, operation, management, and con-
trol of all natural gas facilities; the utilization of natural gas; rates
and charges for service to each type of consumer; and the relationship
of the information to conservation, industry, commerce, and the na-
tional defense. The Commission was required to publish its studies and
to report to Congress on them. The House passed bill did not contain
a comparable provision.

The conference agreement requires the Department of Energy to
submit two reports to the President and to Congress. The reports, to
be submitted on or before July 1, 1984, and January 1, 1985, are re-
quired to discuss natural gas prices, supplies, and demand, and the
competitive conditions a.ndg market forces in the natural gas industry
in the United States. The reports are required to include an evaluation
of whether a supply/demand balance exists in natural markets at
the time of the reports, and/or whether that balance 1s expected to
exist in the future.
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The conference agreement requires the Department of Energy to
provide an opportunity for public comment during preparation of the

reports.
TITLE II-INCREMENTAL PRICING

House provisions—In general

_ The House passed bill required the Commission to allocate increases
in the average cost of natural gas in excess of general inflation-based
increases in the pipeline’s average cost of gas (based upon costs for the
12-month period preceding enactment ot the legislation) to low pri--
ority users. Low priority users were defined as any user of natural
other than residential users and small commercial users using less than
50 thousand cubic feet of natural gason a peak day.

The legislation made incremental charges applicable to both low
priority users served by pipelines and to local distribution companies
in proportion to their respective volumes of sales to low priority users.

1t required local distribution companies to pass through incremental
charges received by the local distribution company from its supplying
pipeline or pipelines. The charges were to be passed through to low
priority users. It provided that incremental pricing to a low priority
user would end when the price of natural gas to the user reached the
Btu equivalency with the reasonable cost of substitute fuels.

Further increases in natural gas costs would be borne by both high
priority and low priority customers of the pipeline after all low pri-
ority users reached Btu equivalency with the reasonable cost of sub-
stitute fuels.

The House passed bill applied incremental pricing to both inter-
state and intrastate pipelines and to local distribution companies
served by interstate or intrastate pipelines.

Senate provisions—In general

The Senate passed bill required the Commission to allocate costs of
old natural gas for rate purposes to residential users, small users (less
than 50 thousand cubic feet of natural gas on a peak day), hospitals,
uses vital to public health and safety, agricultural users, food proc-
essing users and food packaging users until the price of natural gas to
low priority users (all other users) equaled the reasonable cost of sub-
stitute fuel oil.

The legislation required the Commission to report annually to the
Congress on the effect of incremental pricing. It also required inter-
state pipelines to report to the Commission at least annually on the
volumes and prices of old natural gas, new natural gas and synthetic or
liquefied natural gas transported by them. o _

ql‘he requirements of the Senate passed legislation applied only to
interstate pipelines and not to intrastate pipelines or to local distribu-
tion companies.

Conference agreemeni—In general .

The conference agreement requires the Commission to prescribe 2
rule for implementing incremental pricing. Each pipeline would be
required under the rule to place certain portions of its acquisition costs
of natural gas into a special incremental pricing account for pass-
through to incrementally priced users. ' -
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A two stage process is utilized for identification of users who will be
subject to incremental pricing. First, the Commission is required to
develop a rule, within 12 months after the date of enactment, for
implementation of incremental pricing applicable to certain industrial
boiler fuel facilities, Second, the Commission is required to develop an
amendment to the first rule, within 18 months after the date of enact-
ment, for implementation of incremental pricing to other industrial
users. This amendment to the first rule will be submitted to Congress
for review. The amendment becomes effective unless disapproved by
either House of Congress. If the second rule is disapproved, the Com-
mission may submit a substitute proposal for review under the same
procedure.

The conference agreement provides a statutory exemption from both
rules for any residence, school, hospital, or similar institution, for any
electric utility, and for certain industrial cogenerators. In addition,
other “small” industrial boiler fuel users and “agricultural” users, as
defined 1n sec. 206, are excluded from both the first rule and the amend-
ment. The Commission is authorized to propose other exemptions from
the first rule and from the amendment. If proposed, any exemption
would be subject to Congressional review and veto by either House of
Congress under sec. 202.

Only certain portions of an interstate pipeline’s acquisition cost of
natural gas are subject to the incremental pricing requirements and
are required to be placed in the incremental pricing account for pass-
through to low priority users under sec. 203.

Under sec. 204, the incremental pricing mechanism would operate
to increase prices to incrementally-priced users until the price they
pay for their natural gas equals the Btu equivalent price of substitute
fuel oil. Once all incrementally-priced industrial users served by a
given pipeline reach the Btu e?uivalency price, those users would not
recelve any further incremental pricing surcharge, except to maintain
those users at the Btu equivalent price. Once all incrementally priced
users served by a given pipeline reach the Btu equivalency price, that
pipeline would not receive any further incremental pricing surcharge,
except to maintain all covereg users at the Btu equivalent price.

Amounts in excess of that necessary to maintain incrementally-
priced users at the Btu equivalent price of substitute fuels will go back
into the pipelines’ general gas acquisition cost accounts for recovery
through pipeline cost recovery procedures that would otherwise be
applicable.

The conferees reco%njze that implementation of this program will
be complex. The conference agreement provides for implementation
of incremental pricing by rule, which is intended to give the Commis-
sion the requisite discretion to deal with difficulties that may arise.

Explanations of the operation of each section of this Title follow.

SECTION 201. INDUSTRIAL BOILER FUEL USE

The conference agreement requires the Commission to prescribe and
make effective a rule, within 12 months after the date of enactment,
designed to provide that natural gas acquisition costs subject to incre-
mental pricing passthrough (under sec. 203) are passed through to
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any industrial boiler fuel facility which uses natural gas as a boiler
fuel. The application of this rule is limited to boiler fuel facilities
served by an interstate pipeline, and those served by a local distribu-
tion company that is served by an interstate pipeline, The term inter-
state pipeline is meant to include those pipelines which are subject to
the jurisdiction of the Commission under the Natural Gas Act. “Hin-
shaw” pipelines, which are not subject to the Commission’s jurisdic-
tion under sec. 1(c) of the Natural Gas Act, are considered local
distribution companies, for purposes of incremental pricing, to the
extent that they are served by an interstate pipeline. T

This section sets forth general guidelines respecting the rule by
which the Commission is to implement the passthrough requirement.
The Commission is given flexibility under the conference agreement to
prescribe the mechanics of passthrough, both as to the timing, and the
amount of the surcharge.

The first rule applies to industrial boiler fuel facilities only. Natural
gas fired boliers used to heat apartment buildings or shopping cen-
ters, for example, are not included in the rule required by this section.

The Commission is accorded flexibility by the conference agree-
ment to make necessary adjustments in the calculation of the sur-
charge to be passed through. For examples, in some instances State
regulations may already provide some form of incremental pricing
which has resulted in the fuel price paid by industrial facilities (which
will qualify as incrementally priced industrial facilities under this
Title) already equalling the Btu-equivalent price of alternative fuel.
The conferees do not intend the operation of this section to require the
surcharge to be passed through to such facilities,. The Commission is
accorded the flexibility to adjust the surcharge to provide for an equi-
table distribution of such surcharge, so long as the distribution is con-
sistent with the intent of this Title.

The Commission is required to make the rule under this section ef-
fective 12 months after the date of enactment. Flexibility is afforded
the Commission to require accruals to the account established under
sec. 204(a) to begin in the first calendar period beginning after the ef-
fective date, and passthrough to incrementally priced industrial facil-
ities to begin in the next calendar period.

SECTION 202. AMENDMENT EXPANDING APPLICATION FOR OTHER
INDUSTRIAL USES

The conference agreement requires the Commission to prescribe an
amendment to the first rule, within 18 months after the date of enact-
ment, designed to provide that natural gas acquisition costs subject to
incremental pricing passthrough (under sec. 20%{1 are passed through
to other industrial facilities using natural gas. The application of the
provisions of the amendment will be limited to industrial faclities
served by an interstate pipeline, and those served by a local distribu-
tion company that is serveg by an interstate pipeline.

The section provides a Congressional review mechanism, by which
either the Senate or the House of Representatives may adopt a resolu-
tion of disapproval of any amendment proposed by the Commission
under this section. The amendment will take effect only if not disap-
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proved by either House of the Congress within 30 calendar days of
continuous session after it has been submitted. If the amendment re-
quired by sec. 202(a) is disapproved, after six months the Commis-
sion may submit additional proposals. Authority to submit proposals
extends for a 2-year period ing at the time of the adoption of
the first disapproval resolution. _
The conference agreement provides a mechanism for exempting
“small” industrial users and “agricultural” users under sec. 208.

SEC. 203. ACQUISITION COSTS SUBJECT TO PASSTHROUGH

Only certain portions of an interstate pipeline’s acquisition cost of
natural gas are subject to passthrough under this section.

The conference agreement requires the following amounts to be sub-
ject to the passthrough requirements:

(1) That portion of the acquisition cost of—

a) new natural gas;

b) rollovers into the interstate system of previously intrastate
natural gas;

¢) production from new, onshore production wells; and

gd) new liquefied natural gas imports (excluding projects ex-
empted under sec. 207)

to the extent that the acquisition costs exceeds $1.48 per billion Btu’s
for March, 1978, and adjusted for inflation in subsequent months.

(2) That portion of the acquisition cost of— -

(a) volumes of natural gas imports (other than LNG) in ex-
cess of both actual calendar year 1977 import volumes and contract
volumes under a contract entered into on or before May 1, 1978
whichever is greater; and

(b) stripper well natural gas;

to the extent that the acquisition cost exceeds the new gas price appli-
cable during the month in which delivery or importation of the gas
occurs,

(3) That portion of the acquisition cost of high-cost gas which ex-
ceeds 130 percent of the Btu-equivalent of the landed cost of No. 2 fuel
oil in New York harbor during an appropriate period preceding the
month in which delivery of the gas occurs;

(13 In the case of natural gas produced from the Prudhoe Bay Unit
of Alasks and transported through the natural gas transportation sys-
t1899(1 GE)proved under the Alaska Natural Gas Transportation Act of

(a) that portion of the amount paid to the producer that exceeds
the cost computed under sec. 109 ; and

(b) any amount paid to any person other than the producer for
costs of gathering, processing, treating, liquefying, transporting,
or compressing such gas prior to its delivery to the pipeline sys-
tem.

(5) Any increase in the acquisition cost of natural gas attributable
to any increase in State severance taxes or other similar production
taxes above levels enacted on or before December 1, 1977.

The first sale acquisition cost of natural gas is defined as—

(1) the cost of such gas acquired in any first sale in the case of
any natural gas produced in the United States; or

32-827T O = 78 - 7
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(2) the cost at the point of entry to the United States in the case
%f natural gas or liquefied natural gas imported into the United
tates.
The first sale acquisition cost is exclusive of state severance taxes.

With respect to State severance or other similar production taxes, the
conference agreement requires increases in such taxes enacted after
December 1, 1977 to go into the incremental pricing account. State
severance taxes that were enacted on or before December 1, 1977 that
did not become effective until after that date are not required to be
placed in the incremental pricing account.

A change in the method of computation of State severance taxes
or other similar production taxes which does not result in an increase
1n the level of such tax expressed as a percentage of the average price
of all natural gas sold in the State (calculated as of the effective date
of such change in the method of computation) does not constitute an
increase in State severance taxes for purposes of incremental pricing
under this section, if the newly computed tax is applied uniformly to
interstate and intrastate sales, If the test of even application is not
met, 3{13 increases in the taxes will be required to be incrementally
price

The treatment to be given to severance taxes imposed upon the
by the State of Alaska is the same as the treatment to be given all other
severance or other similar production taxes under the conference agree-
ment; that is, only increases in such taxes enacted after December 1,
1977, shall be incrementally priced.

The conference agreement also requires transportation costs for gas
transported through the transportation system approved under the
Alaska Natural Gas Transportation Act of 1976 to be rolled in. See
sec, 208.

Where natural gas qualifies for two or more categories, the deter-
mination of which threshold price applies is left to the Commission,
%asiad ilpon the classification of the gas for purposes of pricing under

tie L,

SECTION 204. METHOD OF PASSTHROUGH

The conference agreement requires each interstate pipeline serving
any industrial users of natural gas that are subject to incremental pric-
ing requirements under sec. 201 or 202 to establish and maintain an
incremental pricing account. Amounts required by sec. 203 to be passed
through are to be credited to the account and imased through by means
of a surcharge on volumes of natural gas delivered, directly or in-
directly, to incrementally priced industrial facilities for ultimate in-
dustrial use. )

Under the conference agreement, the incremental pricing surchar,
passthrough operates to allocate increases in gas prices to incrementally
Briced industrial facilities until the price paid by those facilities at the

urnertip is equal to the Btu-equivalent cost of alternative fuel.

The surcharge is based upon the amount in the account and the pipe-
line’s total volume of natural gas delivered directly or indirectly to
incrementally priced industrial facilities. When a local distribution
company receives natural gas from more than one interstate pipeline,
the proportion of gas deliveries by any given pipeline for ultimate con-
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sumption by an incrementally priced industrial facility is assumed to
be equal to the proportion of total gas volume delivered to that local
distribution company which comes from that given piPeline. Thus, for
example, if 60 percent of a local distribution company’s total supply of
gas is supplied by pipeline A, pipeline A is allowed to 1mpose a sur-
charge on 60 percent of the volumes delivered to incrementally priced
industrial facilities served by that local distribution company.

The surcharge to any facility may be reduced if an unadjusted sur-
charge would result in rates and cnarges paid by any incrementally
priced industrial facility that would exceed the appropriate alterna-
tive fuel cost as determined under this section.

The amount of that reduction would be borne by the other incre-
mentally priced industrial facilities served by that pipeline. Any
amount that the local distribution company could not recover from
an individual facility because its price would then exceed the Btu-
equivalent cost would revert back to the pipeline’s account, to be re-
covered from all remaining incrementally priced facilities served by
the pipeline that are paying less than the alternative fuel price. The
smount of the reduction in the costs being passed through will be re-
tained in the account for pass-through to other incrementally priced
industrial facilities.

When and if the price paid by all incrementally priced users served
by a local distribution company equals the alternative fuel price, the
local distribution company wouﬁg receive only that portion of its
pipeline’s account necessary to maintain those users at the alternative
fuel price. In this manner, the share of the pipeline’s account borne
by a local distribution company serving incrementally priced facil-
ities still paying less than the alternative fuel price will increase
when all incrementally priced users served by a second local distribu-
tion company have reached the alternative fuel price.

When all incrementally priced industrial facilities served by a Fipe-
line reach the Btu-equivaf;ncy of the cost of the alternate fuel, the
passthrough will operate only to the extent necessary to maintain
rates and charges for industrial users at that equivalency. Excess
amounts may be allocated in whatever manner by which the pipeline
or local distribution company is permitted to recover normal costs.

The conference agreement does not include a requirement for, nor
any prohibition on, any particular manner of distribution of this ex-
cess cost among the customers of the interstate pipeline, nor among
those of the local distribution company.

The cost of substitute fuel oils is to be determined by the Commis-
sion on a regional basis, The conference agreement provides the Com-
mission discretion to select as a “region” any geographic or economic
unit which it deems appropriate. Thus, the region could be several
States, a Esart of a State, or even an area with particular geographic
or air quality characteristics which affect the type of fuel used by in-
dustrial facilities. The conference agreement provides that the price
paid by industrial users for No. 2 fuel o0il is the alternative fuel cost
unless the Commission determines otherwise. The Commission can
determine that, in certain cases, the price paid by industrial users
for fuel oil costing as low as No. 6 fuel oil is the appropriate fuel
cost to use as the alternative fuel cost. The Commission may make
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this determination either by rule or by order, on a case-by-case basis,
or regionally by category of user on a pipeline-by-pipeline basis. The
conferees intend that this determination may be made on the motion
of any party, or on the Commission’s own motion at any time after
the date of enactment of this Act. The conferees recognize that it may
be necessary or appropriate for the Commission to make this deter-
mination in advance of the effective date of the first rule. The con-
ferees urge the Commission to take whatever action it deems appro-
priate or necessary (including expeditious consideration of tlt)\ese
proceedings and consolidation of these cases) to avoid any delays in
reducing the substitute fuel level so as to avoid the likelihood of con-
versions from natural gas by industrial users if those conversions
would result in increases in natural gas rates for any residential, small
commercial, and other high priority customers. The conferees intend
that in determining the likelihood of these conversions occurring, the
Commission move rapidly in the administrative hearings so as to
avoid the irreparable damage which the conferees believe will occur
to high priority users if these other industrial users, faced with un-
certalm natural gas rates, begin taking steps to secure alternate fuel
supplies.

e conference agreement requires the Commission to make the
determination of the cost of alternative fuel following the oppor-
tunity for written and oral presentation of views, data, and argu-
ments. The determination is to be based upon a finding that the use of
the lower Btu equivalency level is necessary to avoid load shifting that
would otherwise result from conversion of incrementally priced in-
dustrial facilities to substitute fuels, if that shifting would, in turn,
result in increased natural gas rates to high priority users, including
residential and small commercial users.

SEC. 205, LOCAL DISTRIBUTION COMPANY PASSTHROUGH REQUIREMENTS

The conference agreement requires any surcharge paid by any lo-
cal distribution company to be directly passed through to the incre-
mentally priced industrial facility or facilities it serves.

The conference agreement grohibits States from modifying or oth-
erwise changing thé method of allocating costs to the rates and changes
of local distribution companies in a manner that would have the ef-
fect of creating any offset for the surcharges required to be paid due to
the operation of this Act. For example, a State regulatory commaission
wishing to soften the effect of incremental pricing could lower the
basic cost of service charge to any facility which is an incrementally
priced industrial facility under sec. 201 or 202. Such a reduction
would neutralize the impact of the surcharge passthrough require-
ment. The conference agreement specifically prohibits such actions and
provides authority to enforce the requirements of this section under
sec. 504. |

The requirements of this Title of the conference agreement pre-
empt and supersede any provision of State or local law to the extent
that such a provision would preclude the passthrough of any sur-
charge under this Title or prevent the application of the requirements
of this section.

The conference agreement does not preclude State regulatory agen-
cies from exercising their authority under State law to regulate local
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distribution companies. A State regulatory agency could for example,
raise prices to be-paid by incrementally priced industrial facilities to
levels higher than the levels required by this Title. The conferees have
not mandated such a practice; nor has it been precluded. State law is
not preempted in this case and States may wish to place more of the
costs of service onto a particular class of industrial users. The con-
ferees make no judgment as to the advisability of this action.

A State atory agency may wish to provide for some form of
inverted rate schedules, or other rate-making technique, to provide for
recovery of the costs required to be passed through under this Title.
So long as the costs are passed through to the incrementally priced
industrial facilities covered by the required rule, the State may use
whatever ratemaking technique it so desires. The basic requirement
of this Title is to recover the surcharge from the identified class of in-
crementally priced industrial facilities.

SECTION 206. EXEMPTIONS

Several types of users are exempted by this section from the require-
me(lilts of the incremental pricing rules to be prescribed under sec. 201
and 202,

Any existing industrial facility which uses natural gas as a boiler
fuel (that is not already exempted under sec. 201) is given an interim
exemption from the requirements of the industrial boiler fuel use rule
if the facility’s use did not exceed an average of 300 Mcf Eer day dur-
ing any month of a base period determined appropriate by the Com-
mission. The interim exemption lasts until the 1C)Jmmnission prescribes
and makes effective a rule exempting any existing industrial boiler
fuel facility from the requirements of%)oth rules if the facility’s boiler
fuel use of natural gas did not exceed an average of 300 Mect per day
during any month of calendar year 1977,

The conference agreement provides the Commission authority to
change the 300 Mcf thresholtf) to a lower average daily rate of use,
determined by the Commission to be necessary to assure that exempt
“small” industrial boiler fuel facility use of natural gas did not exceed
5 percent of the United States interstate boiler fuel use of natural
gas. The 5 percent determination is based upon the aggregate amount
of natural gas which was used in calendar year 1977 for boiler fuel use,
and that was transported through the facilities of interstate pipelines.
The Commission is required to make any downward adjustment in
the 300 Mcf threshold necessary to make the threshold correspond to
a 5 percent exemption.

Any agricultural facility using natural gas is given an interim
cxemption from the requirements of the industrial boiler fuel use rule.
Agricultural facilities are defined as users of natural gas for agricul-
tural production, natural fiber production, natural fiber processing,
food processing, food %ﬁ.ality maintenance, irrigation pumping, crop
drying, or as a process fuel or feedstock in the production of fertilizer,
agricultural chemicals, animal feed or food.

The interim exemption lasts until the Commission preseribes and
makes effective a permanent rule exempting agricultural users from
Incremental pricing, Agricultural uses are exempted in the permanent
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rule unless the Commission determines that an alternative fuel or feed-
stock 1s both economically practicable and reasonably available.

The conference agreement provides authority for the Commission,
by rule, to provide for other exemptions from either rule. The Com-
mission may propose exemptions which exempt any other incremen-
tally pri mdustrial facility or category thereof either partially
or completely. To give the Commission flexibility, the Conferees in-
tend that these other exemptions may deal with either who is covered
by the rule or at what level any particular class of users covered by
the rule will be incrementally priced. Partial exemptions could be
structured to lower the substitute fuel level applicable to any category
of users to below the levels otherwise provided for in this title. Any
proposed exemption is required to be submitted to Congres for review
under sec. 508. Either House of Congress can veto a proposed
exemption.

SECTION 207, TREATMENT OF CERTAIN IMPORTS

_ The conference agreement does not require incremental pricing for
liquefied natural gas import projects which received a certificate
under section 3 of the Natural Gas Act on or before May 1,1978. Other
projects for which incremental pricing is not required by this legis-
lation are those for which an application for a certificate was pendin
on or before May 1, 1978, and projects for which the Secretary o%
Energy or the Commission determines that substantial financial com-
mitments of the importer, including those of the applicant pipeline
or consortium, or contract binding on the importer have been made on
or before May 1, 1978. The conference agreement provides that the
decision of whether incremental pricing will be required for such
pending projects will be made under the authority and procedures of
the Natural Gas Act. If a decision to require incremental pricing for
a pending project is made under the Natural Gas Act, the incremental
pricing would be implemented under the provisions of this Act.

New liquefied natural gas import projects, which are projects not
described in this section, are treated under sec. 203.

The conference agreement exempts other natural gas imports from
incremental pricing if the volume of such imports does not exceed the
volume of natural gas imported into the United States during calen-
dar year 1977. The conference agreement does not require incremental
pricing for natural gas imports pursuant to contracts entered into on
or before May 1, 1978, although the Secretary of Energy is authorized
to determine if such import volumes will be subject to incremental
pricing. The conference agreement provides that the decision of
whether incremental pricing shall apply to these volumes will be made
under the authority and procedures of the Natural Gas Act. If a deci-
sion to require incremental pricing for the imports described above
is made under the Natural Gas Act, the incremental pricing would be
implemented under the provisions of this Act. .

.New natural gas imports, which are projects not described in this
section, are treated under sec. 203.

The term import is intended to cover natural gas produced outside
of the United States. It does not cover natural gas produced in any
State of the United States.

’
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SECTION 208. ALASKA NATURAL GAS

The conference agreement requires rolled in pricing for any portion
of the first sale acquisition cost which is not required to be incremen-
tally é},riced, and transportation costs, for gas produced from the Prud-
hoe Bay Unit and transported throu%Th the natural gas transportation
Systel'lzl approved under the Alaska Natural Gas Transportation Act
of 1976.

The conferees agreed to provide rolled in %ricing for natural gas
transported through the Alaska Natural Gas Transportation System
and for the cost of transportation because the{ believed that private
financing of the pipeline would not be available otherwise. Rolled 1n

ricing 1s the only Federal subsidy, of any type, direct or indirect, to
¢ provided for the pipeline.

TITLE III—ADDITIONAL AUTHORITIES AND
REQUIREMENTS

SUBTITLE A—EMERGENCY AUTHORITY
SECTION 301. EMERGENCY AUTHORITIES

Both the House and Senate passed bills extended the life of the
Emergency Natural Gas Act Ofp 1977 (ENGA), which has since ex-
pired. Both bills extended the emergency purchase authority contained
mn Section 6 of ENGA. The House and Senate passed bills also ex-
tended the allocation authority contained in Section 4 of ENGA. In
both cases, the House passed ﬁill amended ENGA to make it apply
to both interstate and intrastate pipelines. The Senate passed bill was
limited to interstate pipelines.

The conference agreement incorporates certain provisions that were
contained in ENGA which are described below. This section gives
the President authority similar to that contained in ENGA to declare
a natural gas supply emergency, or to extend a previously declared
emergency, if he makes findings required by the section. The emergency
terminates on the date on which the President finds that a shortage
does not exist, or is not imminent, or 120 days after the date of the
emergency declaration, whichever is earlier.

An emergency declared under this Act is subject to the requirements
of Title IT of the National Emergencies Act (50 U.S.C. 1601). That
Act requires Congress to meet to consider a vote on a concurrent resolu-
tion to determine whether the emergency declared under this Act
shall be terminated if the emergency is still in effect six months after
its declaration.

SECTION 302. EMERGENCY PURCHASE AUTHORITY

The conference agreement incorporates the emergency purchase au-
thority contained in Section 6 of ENGA, making it a part of this Act,
and extends such authority permanently. The conference agreement
provides that the President may authorize transactions under this
section. It provides authority for any interstate pipeline, or local
distribution company served by an interstate pipeline, to contract for
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emergency supplies of natural gas. The contract may be with any
producer of natural gas (except a producer who is affiliated with the
purchaser) if such gas is not produced from the OCS, and if it is not
subject to a certificate under the Natural Gas Act; or with any
intrastate pipeline, local distribution company, or other person (other
than an interstate pipeline). The duration ofy any contract authorized
under this section may not exceed four months. The President may
authorize renewals. The conference agreement gives the President
authority to require any pipeline to transport such natural gas, and to
construct and operate such facilities for transportation of such natural
gas as may be necessary to carry out contracts authorized under this
section. The purchasing party must pay the costs of any such required
construction. The operations of this section are specifically exempted
from the requirements of the Natural Gas Act in Title VI.

The conference agreement requires the Commission to require the
purchaser to maintain and make available records concerning emer-
gency gas purchases, and gives the President authority to impose such
other terms and conditions on these sales as he may deem necessary.
He may, for example, prohibit purchases from being made under this
authority while the purchasing pipeline has not curtailed deliveries for
low priority uses, or if the pipeline does not expect to have to curtail
deliveries for low priority uses during the period in which the emer-
gency purchase gas would be consumed. '

SECTION 303. EMERGENCY ALLOCATION AUTHORITY

The conference agreement restructures the emergency allocation
authority contained in Section 4 of ENGA ; limits it to interstate pipe-
lines in most instances; and makes it permanent. |

The conference agreement sets up a priority system for sources from
which natural gas may be allocated during times of emergency. That
priority system is described below. Prior to use of the authority, the
President must make an emergency declaration pursuant to section 301.

The President is given authority to allocate supplies of natural gas
to any interstate pipeline; any local distribution company served by
an interstate piseline which is providing natural gas for only high-
priority uses and which is in need of deliveries of natural gas to assist
In meeting natural gas requirements for high-priority uses of natural
gas; and any person for meeting requirements of high-priority uses of
natural gas.

The conference agreement requires the emergency purchase authority
provided in section 302 to be exhausted to the maximum extent prac-
ticable before the allocation authority under this section may be ex-
ercised. Allocation to a pipeline would occur only after that pipeline
has ordered the termination of all deliveries for other than high-
priority uses and terminated such deliveries to the maximum extent
practicable. _

The conferees recognize that in some cases the requirement that al-
location to a pipeline would occur only when that pipeline is providing,
directly or indirectly deliveries for high-priority uses may be inter-
preted to disqualify a pipeline from receiving an allocation if a local
distribution company it serves is still serving low priority uses while
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another local distribution company it serves is only providing service
for high-priority uses. For instance, a potential problem could arise
in cases where a local distribution company receives natural from
more than one pipeline or has developed 1ts own supplies of natural
gas through its own drilling program or through the use of synthetic
natural gas. In such narrow cases, the conferees do not intend an inter-
state pipeline to be automatically disqualified from receiving an alloca-
tion for the sole purpose of serving a local distribution company which
needs such gas for meeting the requirements of its high priority users.
In all other cases, however, the conferees intend that the interstate pipe-
line company or local distribution company receiving the allocation
has ordered the termination of all deliveries of natural gas for other
than high priority uses before the pipeline is eligible to receive al-
located volumes of natural gas.

The Public Utility Regu%artory Policies Act, currently pending in
conference committee, would give the President authority to prohibit
the use of natural gas for certain boiler fuel uses during a natural
gas supply emergency. -

The conference agreement gives the President authority to.order
allocation of the natural gas freed from boilers pursuant to the Public
Utility Regulatory Policies Act in order to protect high priority users.-

After natural gas freed from boilers has been allocwteg to the maxi-
mum extent practicable, and if the President is notified by a Governor
of any State that further measures under State law are insufficient to
protect high priority users, the President may exercise his allocation
authorities according to the priority schedule specified below.

First, he may allocate general pipeline supply gas between and
among interstate pipelines.

Natural gas transported by an interstate pipeline which is used as
boiler fuel by an electric utility shall be treated as general pipeline
supply gas under this section if 1t does not qualify as natural gas freed
f.ronf{A ollers under the definition in the Public Utilities Energy Poli-
cles Act.

Finally, he may allocate gas owned by an end user and transported
by an interstate pipeline pursuant to a transportation certificate issued
by the Commission.

The conference agreement requires the President to utilize his au-
thority, to the maximum extent practicable, to allocate general pipe-
line supplies prior to the allocation of any user-owned gas. Therefore,
it is contemplated that all low-priority customers using general pipe-
line supplies will be curtailed before the President orders the alloca-
tion of user-owned gas from that pipeline.

The conference agreement provides authority for the President to
prescribe the amount of compensation to be paid for emergency
deliveries and for any other expenses incurred in delivering or trans-
porting such gas if the parties to any order issued under this section
fail to agree upon the terms of compensation or transportation. The
President is given authority to direct that compensation may be in
kind and that it be provided by a date he specifies. The compensation
provision is similar to the compensation provision provided by ENGA.

The Commission 18 required to prepare and submit a report to the
Congress regarding the need for additional authority, if any, to allo-



106

cate supplies of natural ﬁs which are not subject to allocation herein
and which are likely to be necessary to meet high-priority uses. The
report 1s required to be submitted not later than June 30, 1979,

igh priority uses are defined in the conference agreement to include
residential uses; small commercial uses using natural gas in a com-
mercial establishment in amounts less than 50 Mcf per day on a peak
day; or any other use of natural gas the termination of which the
President determines would endanger life, health, or maintenance of
physical property.

The conferees do not intend to authorize the President to use the
authority under this section to allocate gas away from an industrial
use of natural gas in one State, for the purpose of supplying natural
gas for industrial use in another State, unﬁass that gas is to be used
for the maintenance of physical property that would otherwise be
damaged.

This section incorporates several provisions, with minor revisions,
which were contained in ENGA (sec. 303(e—j) ). The conferees’ intent
is to preserve the legislative history of ENGA for these provisions.

SECTION 304. MISCELLANEOUS PROVISIONS

The conference agreement incorporates the ENGA provisions, with
minor revisions, pertaining to obtaining of information, administra-
tive procedure, judicial review, enforcement, reporting, delegation of
authorities, antitrust protection effect on certain contractual obliga-
tions, and preemption. The conferees’ intent is to preserve the legisia-
tive history of ENGA for these provisions.

SvstTrTLE B—OTHER AUTHORITIES AND REQUIREMENTS
SECTION 311. AUTHORIZATION OF CERTAIN BALES AND TRANSPORTATION

House provision

The House passed bill included authority for the Commission to au-
thorize an intrastate pipeline to sell natural gas to an interstate pipe-
line and to transport natural gas on behalf of an interstate pipeline
which sales and transportation were to be upon such terms and condl-
tions, including fair and equitable price terms, as determined by the
Commission. Such sales and transportation would have been exempt
from regulation under the Natural Gas Act and the intrastate pipeline
would not have been subjected to regulation as a common carrier under
Federal or State law by reason of such sale or transportation. .

This authority was in addition to the emergency authority described
under sec. 301 authorizing sales of natural gas by an intrastate pipeline
to an interstate pipeline. '

Senate provision

The Senate passed bill did not contain any such authorization for
sales by intrastate pipelines to interstate pipelines. Its transportation
provision, however, was similar to the provision in the House passed
bill. However, the transportation authority extended to both interstate
and intrastate pipelines and transportation by either could have been
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on behalf of any interstate pipeline, intrastate pipeline, or any local
distribution company served by an interstate or intrastate pipeline.

Conference agreement

The conference agreement gives the Commission authority to au-
thorize interstate pipelines to transport natural gas on behalf of any
intrastate pipeline, and any local distribution company. The rates and
charges for such transportation are required to be just and reasonable
within the meaning of the Natural Gas Act. o .

The conferente agreement also gives the Commission author:
to authorize intrastate pipelines to transport natural gas on behalf
of any interstate pipeline, and any local distribution company served
by any interstate pipeline. The rates and charges for such transporta-
tion are required to be fair and equitable, as defined. They may not
exceed an amount which is determined by the Commission to be rea-
sonably comparable to the rates and charges which any interstate pipe-
line would be permitted to charge for providing a similar transporta-
tion service. Such a transaction would not affect the exempt status of
any party to the transaction under the Natural Gas Act.

‘The Commission may also authorize any intrastate pipepline to sell
natural gas to any interstate pipeline, and to any local distribution
company served by any interstate pipeline. The conference agreement

rovides that the rates and charges for such sales are required to be
af.ir and equitable. A fair and equitable price may not exceed the sum
of— :
(1) lthe seller’s weighted average acquisition cost of natural
gas; plus
(2) an amount, calculated pursuant to a rule required to be
established by the Commission, necessary to—
(a) reasonably compensate any intrastate ﬁ)ipeline for
expenses incurred by the pipeline, if any, for gathering, treat-
ing, processing, transportation, or delivery service provided;

an
(b) %rovide an opportunity for the pipeline to earn a
- reasonable profit on such services.
~ Any profit spread establised by rule would be based upon the serv-
ice cost, rather than on the total cost of gas. Such a transaction would
not affect the exempt status of any party to the transaction under the
Natural Gas Act. The conference agreement gives the Commission
authority to allow an adjustment to the sales price calculated pursuant
to the above in one particular circumstance.

The conferees recognize that in some instances an intra-state pipeline
may experience a contemporaneous increase in its weighted average
acquisition cost of natural gas purchased under existing intrastate con-
tracts as a result of entering into transactions under this section. In
such instances, the conference agreement provides authority for the
Commission to offset such an increase. The word “offset” is intended
to refer to the amount necessary to compensate for the increase in the
weighted average acquisition cost of natural gas necessary to make the
Intrastate pipeline whole,

A very simple illustration seems appropriate. Assume that an intra-
state pipeline (pipeline A) is transporting 3,000,000 cubic feet (3,000
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Mecf) of natural gas per day at an average purchased gas cost of $1.00
per Mcf. Pipeline A has an option under an existing contract to take an
additional 2,000,000 cubic feet (2,000 Mcf) of natural gas per day at a
price of $2.00 per Mcf. At this particular tume, pipeline A does not need
the additional gas to serve its existing or projected customers. How-
ever, it has located a nearby interstate pipelll)ne, pipeline B, that wishes
to purchase the natural gas. As a result of entering into the transaction,
the weighted average acquisition cost of natural gas purchased by pipe-
line A would increase to $1.40 per Mcf. By reason of taking greater
quantities of gas under existing intrastate contracts at prices higher
than the intrastate pipeline’s weighted average acquisition cost of nat-
ural gas in order to consummate the sale, the intrastate pipeline will
experience a contemporaneous increase in its weighted average acqui-
sition cost of natural gas. The Commission shall increase the fair and
equitable sales price in this circumstance only to offset such an increase,
by providing an allowance equal to the $.40 increase for each thousand
cubic feet being delivered by the pipeline.

The determination of the weignted average acquisition cost is meant
to be a contemporaneous determination. It 1s not based upon an histor-
ical cost which may have been lower. Instead, it is intended to look to
the cost of the gas at the time it is acquired and resold. In some in-
stances, the weighted average acquisition cost of natural gas may even
exceed the new gas ceiling price. This allowance for an adjustment to
the fair and equitable price is intended to insure there is no incentive
for an intrastate pipeline to defer purchases of gas from producers
that would otherwise be available; nor is it intended that the mecha-
nism available under this section be used as a vehicle to increase the
producer’s price; or to increase the price received by an intrastate pipe-
line from its intrastate customers above what it would have received
had the mechanism not been available.

The conferees intend that the customers of a selling intrastate pipe-
line shall be in no worse position as to price and supply as a result
of that pipeline entering Into sale under this section.

The conferees do not intend the selling pipeline to make a profit on
the purchase and sale aspects of the transaction. Again, perhaps this
can best be illustrated by means of a hypothetical transaction.

Assume, for example, that the selling intrastate pipeline has been op-
erating at 80 percent capacity, supplying intrastate gas to intrastate
customers, and the State regulatory agency has permitted a rate on
such intrastate gas which covers the total cost of service including all
fixed capital costs. Under this situation, any additional amount of gas
carried by the pipeline under the provisions of this section would not
have been built into the rate structure to amortize or retire fixed capi-
tal costs. The rate on such additional 20 percent, the gas carried under
this provision, would be governed only by that amount necessary o
reasonably compensate the seller for the additional expenses associated
with the performance of transportation, gathering, treating, and af-
fording delivery service occasioned by its carriage plus a reasonable
profit on such services. o o

Assume, though, a State regulatory commission, recognizing that a
pipeline was regularly transporting 80 percent intrastate gas and 20
percent gas under this provision, permitted only 80 percent of the total
cost of service including fixed capital costs in the intrastate gas rate
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structure. Under that situation, the Commission could properly at-
tribute 20 percent of the cost of service, including fixed ca.{)ital costs,
as the amount necessary to reasonably compensate the seller for ex-
penses associated with transporting, gathering, treating, and delivery
of the gas transported under this provision. Of course, the Commission
would not have to grant such allocation as such allocation would be
within its discretion.

Thus, it is not contemplated that there would be any double recovery
for cost of service including fixed capital costs by virtue of an over-
lapping as between a State latory commission’s permissible rate
and the amount calculated by the Commission as necessary and reason-
able compensation for transportation for performance of services
under this provision.

The duration of sales entered into under this section is limited to
two years. Successive extensions of not more than two years per exten-
sion are authorized, if approved by the Commission.

Sales authorized by tﬁis section are subject to interruption by the
seller at his discretion, or by the Commission to the extent that the
natural gas sold is required to enable the seller to render adequate
service to its existing customers. The determination of what constitutes
adequate service is made by the Commission without regard to the pri-
ority of the intrastate customers to be served. Such customers are to be
evaluated as of the date of filing by the intrastate pipeline of an appli-
cation to sell natural gas under this provision. The determination shall
also encompass the foreseeable growth in demand, during the period
of the sale under this section, of such industrial, residential, and com-
mercial customers of the pipeline, and the local distribution companies
served by the pipeline.

The conference ment includes several procedural provisions for
transactions under this section.

It gives the Commission authority to authorize the sale, transporta-
tion, or exchange by rule or by order. It provides authority for the
Commission to condition approval of the sale, transportation, or ex-
change under this section upon such specified terms and conditions as
it deems appro;;ria,te. It requires the Commission to disapprove any
sale which involves the sale of natural gas by an intrastate pipeline
that is determined to have been solely or primarily acquired by the
pipeline for the purpose of purchase and resale into the interstate
market. (as that is determined by the Commission to be reasonably
projected to be necessary to meet an intrastate pipeline’s future market
and buyer requirements shall not be considered gy the Commission to
be solef‘; or primarily acquired by the intrastate pipeline for the pur-
chase and resale in the interstate market. It requires the Commission to
disapprove any application, or terminate any sale previously author-

ifd under this section that would circumvent any provision of this
ct.

-

SECTION 312. ASSIGNMENT OF CONTRACTURAL RIGHTS TO RECEIVE SURPLUS
NATURAL GAS

The conference ent gives the Commission authority to allow
any intrastate pipeline to assign without compensation the right to
receive surplus natural gas to an interstate pipeline or local distribu-
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tion company. The determination of what constitutes “surplus” natural
gas would be made by the appropriate State agency with jurisdiction
over the rates of charges of the intrastate pipeline. The contract assign-
ment would cover natural gas that is subject to a price ceiling unggr
this Act. Entering into such an arrangement would not affect the
irett.npt status of any party to the transaction under the Natural Gas

c

The conferees intend that the term “assign” shall have its traditional
meaning under contract law. It is a simple assignment of the rights of
one Ea.rty to receive goods and/or services under a contract entered into
by that party. The assignee would not receive any additional right to
receive goods or services beyond what was available to the assignor;
nor would he incur any additional obligations or be required to pay
additional compensation beyond what was available to the assignor.
Both partial and total assignments are authorized. Thus, an assign-
ment for a period of time less than the full contractual term or for a
quantity less than the maximum daily contract volume is permissible.

SECTION 313. EFFECT OF CERTAIN NATURAL GAS PRICES ON INDEFINITE
PRICE EBCALATOR CLAUSES

The conference a ent limits the effect of prices paid for high-
cost natural gas deﬁned in sec. 107, emergency purchases authorized
under sec. 302(a), and allocations ordered under sec. 303, in the appli-
cation of indefinite price escalator clauses, as defined in sec. 105(b).

SECTION 314. CLAUSES PROHIBITING CERTAIN BSALES, TRANSPORTATION,
AND COMMINGLING

Both the House and Senate passed bills contained provisions which
declared contractual prohibitions on comm.infling of intrastate natural
gas with interstate natural gas unenforceable with respect to sales of
natural gas to which the legislation applies. The alpplica,tion of the
provision in the Senate passed bill was limited to sales of natural gas
authorized by proposed section 28 of the Natural Gas Act. The con-
ference agreement adopts the House provision.

This section is not intended by the conferees to affect the exempt
status of any party under the National Gas Act.

SECTION 315, CONTRACT DURATION ; RIGHT OF FIRST REFUSAL, FILING OF
CONTRACTS AND AGREEMENTS

The House passed bill authorized the Commission to regulate terms
and conditions of service (other than price) contained in producer
contracts for sales of natural gas. The authority applied to both inter-
state and intrastate sales contracts. The Senate passed bill did not
contain a similar provision. .

The conference agreement provides the Commission authority to
specify the minimum duration of contracts for purchases to which
sec. 601(a)(1) (A) or (B) is practicable. The duration 1s not to
exceed 15 years or the commercially producible life of the reservoir,
whichever is shorter. _

The conference agreement also requires the Commission to exercise
this authority in a nondiscriminatory manner with respect to onshore
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purchases by interstate and intrastate pipelines. The Commission is
specifically preciuded from exercising its contract duration &uthor_lgﬂ
in a manner which gives an advantage to interstate pipelines whi
has the effect of diverting supplies of natural gas to interstate pipeline
systems, thus denying adequate supplies of gas to intrastate pipeline
systems. The Commission is authorized to vary the application of
the general requirements under this section for purchases of onshore
gas as necessary to respond to special circumstances of any particular
pipeline or pipelines.

The conference agreement also directs the Commission to—

(1) require new contracts for sales of natural gas from lands
on the Outer Continental Shelf to be for a minimum 15-year term
grlthe) commercially productible life of the reservoir (whichever
is less) ;

(2) provide for a right-of-first refusal for certain categories
of natural gas production.

A bona fide offer must be made to the purchaser of deregulated
high cost natural gas, new natural gas, and natural gas produced from
any new onshore production well which, but for the provisions of
sec. 601(a) (1) (B), would be subject to the provisions of the Natural
(zas Act. The term bona fide offer 1s intended, at a minimum, to include
terms that would be legal for any purchaser to accept under the
Natural Gas Act. Following the expiration of any contract covering
such natural gas, and any rejection o?a bona fide offer by the purchaser
who would have been entitled to receive the natural under the Na-
tural Gas Act, such purchaser is granted a right of first refusal of the
first offer to sell such natural gas which has been accepted by another
person in an arms-length transaction.

The right of first refusal provided in this section is in addition to
any certificate and abandonment requirements of the Natural Gas
Act which are not eliminated by Title V1.

The conferees do not intend anything in this section, or anything
in this Act, to prejudge the outcome of Skell Oil v. FERC, No. 716-3066

5th Cir. Jan. 20, 1978), currently pending before the Supreme
urt on the question of the extent of the Commission’s jurisdiction
over producer performance standards.

The conference agreement also gives the Commission authority to
require purchasers to file copies of all new contracts with the Com-
mission for natural gas sales, and all ancillary agreements pertinent
to those contracts.

TITLE IV—-NATURAL GAS CURTAILMENT POLICIES

BECTION 401. NATURAL GAS FOR ESSENTIAL AGRICULTURAL USES

House provision

The House passed legislation prohibited any pipeline or local dis-
tribution company from curtailing natural gas deliveries to essential
agricultural users identified by the Secretary of Agriculture below
the essential requirements of such user, unless necessary to meet the
natural gas requirements of high priority users.

The legislation defined “a.grlcuﬁural use” as any agricultural or food
processing use of natural gas, including the use of natural gas—
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1) for irrigation pumping;

2; for crop drying; or

3) asa [l)rocess fuel or feedstock in the production of fertilizer,
agricultural chemicals, or food.

The legislation defined “high priority user” as any person who uses
natural

(1) in a residencs;

(2) in a commercial establishment (in amounts less than 50,000
cubic feet on a peak day) ;

(3) in any other use the curtailment of which the Commission,
the Department of Energy, or the State agency exercising regu-
latory authority (as the case may be) determines would endanger
life, health, or physical property.

The Secretary ofp Agriculture was given authority to identify agri-
cultural uses for which natural gas is essential, and to determine the
supply requirements (including requirements resulting from capacity
expansion% of identified agricultural uses to satisfy the requirements
of full food and fiber production and processing, and to preserve public
health, safety, and welfare.

The House passed bill applied to both interstate and intrastate pipe-
lines, and to local distribution companies.

Senate provision

The Senate passed bill required the Commission or the Department
of Energy, not later than 120 days after the date of enactment of this
Act, to prohibit interstate pipelines from curtailing natural gas for
essential agricultural purposes for which natural gas is necessary, as
det.ermingf by the Secretary of Agriculture, unless such curtailment
is required to maintain natural gas service for high priority users.

The agricultural priority extended to agricultural food processing
and food packaging for which natural gas 1s necessary, including—

il irrigation pumping;
2) crop drying; and
(3) use of natural gas as a raw material feedstock or process
fuel and in production of fertilizer and essential agricultural
chemicals (for present and expanded capacity in existing and
future plants).
High priority user protection was afforded to—
1) residential users;
2) small users (using less than 50,000 cubic feet of natural gas
on a peak da.y} ;
(3) hospitals; and
gi) similar users vital to public health and safety. .

The Secretary of Agriculture was given authority to deterniine agri-
cultural, food processing, and food packaging uses for which natural
gas is necessary. He was required to certify natural gas quantities neces-
sary for such essential uses in order to satisfy requirements for full
food and fiber production.

The Senate passed bill applied solely to interstate pipelines.

Conference agreement
The conference agreement includes the Senate provision, with cer-
tain modifications, requiring the Commission to prohibit interstate
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pipelines from curtailing deliveries of natural gas for any agricultural
use, unless such curtailment of deliveries does not reduce the quantity
of natural ga.s delivered for the use requirement of essential agricul-
tural uses for which natural gas is necessary or is necessary to meet
the requirements of high-priority users. .

The modifications in the Senate Rrovision which are included in the
conference agreement require the Secretary of Encrgy to amend the
current schegule of curtailment priorities adopted purshant to the
Natural Gas Act so as to bring them into conformity with the statu-
tory requirements in this Act. This modification was necessary to bring
the division of responsibility between the Secretary and the Commis-
sion into conformity with the Department of Energy Act. Nothing in
this section denies the Commission’s right under section 404 of the
Degartment of Energy Organization Act to review the Secretary’s rule
under subsection (a).

Once the schedule of curtailment priorities is brought into conform-
ity with the requirements of this Act, the Commission will be required
to 1mplement the revised curtailment priority schedule applicable to
interstate pipelines. For purposes of implementing this section, the
Commission 1s instructed to reopen curtailment plans that are already
in effect under the Natural Gas Act only to the extent necessary to
adjust those plans to bring them into conformity with the new curtail-
ment priority schedule. The conferees were concerned that these
changes not burden the Commission with lengthy proceedings which
might throw existing curtailment plans into disarray. Therefore, the
conference agreement includes the term “to the maximum extent prac-
ticable” to assure that the Commission has the necessary flexibility in
implementing any changes. For example, the conferees do not intend
the reopening of curtailment plans for this limited purpose to result
in adoption of a new base year for curtailment purposes.

The conference agreement defines the term “agricultural use” to
include uses of natural gas for agricultural production, natural fiber
production, natural fiber processing, food quality maintenance, irriga-
tion pumping, crop drying, or as a process fuel or feedstock in the
production of fertilizer, agricultural chemicals, animal feed, or food.

The conference agreement includes the House definition of “high
priority use”, modified to include schools, hospitals, and any other
similar institutions for which the Secretary determines that curtail-
ment of natural gas supplies would endanger life, health, welfare, or
maintenance of physical property. The term residence is intended to
include apartment buildings and other multi-unit high-rise buildings
used predominantly for residential purposes such as space heating,
hot water heating, cooking and clothes drying. Such buildings may
contain some space used for commercial purposes but, if such uses
would each qualify as high priority under the commercial definition,
the combination of such uses together with the residential use should
not prevent the building from qualifying as high priority. It is in-
tended that consideration of human needs be the basis for qualifying
the building as high priority and the presence of commercial uses
within the building should not disquali?y the unit as high priority.
Maintenance of phvsical property includes protection of plant prop-
erty asit did under ENGA.
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The conference agreement gives authority to the Secretary of Agri-
culture to certify to the Secretary of Energy and to the Commission
the natural gas requirements for agricultural uses in order to meet
the requirements of full food and fiber production, based upon the
definition of “agricultural use” contained in this section.

The Commission, in consultation with the Secretary of Agriculture,
will determine if alternative fuels are economically practicable and
reasonably available to meet the needs of agricultural uses as certified
by him. If the Commission determines t’:ﬁ;, alternative fuels meet
both tests, the uses will not qualify. for a curtailment priority. The
conferees specifically granted the Secretary of Agriculture a special
consultative role with respect to determinations regarding alternative
fuel capability. The conferees do not intend the consultations between
the Secretary of Agriculture and the Commission to be subject to the
Commission’s ex parte consultation rules.

The conferees intend that the authority to restriot curtailment
priority by determining that alternative fuels are economically prac-
ticable and reasonably available be utilized only in cases where it is
clear that both tests are met. One of the reasons for imposing such a
requirement is to prevent unnecesary increases in the cost of food
in this country. The Commission determination that an alternative
fuel is “economically practicable” shall not include a requirement to
switch to high cost alternatives. That is not what the conferees con-
sider to be “economically practicable”.

The conference agreement specifically includes authority for the
Secretary of Agriculture to intervene before the Commission in cur-
tailment proceedings implementing this section. The conferees do
not intend that anything 1n this Act shall give the Secretary of Agn-
culture authority to exercise, or limit the performance of his duties
under this section for the purpose of restricting production of any
CTOp Or CTrops.

SECTION 402. NATURAL GAS FOR ESSENTIAL INDUSTRIAL PROCESS AND
FEEDSTOCK UBSES

The Senate pasced bill contained a requirement for the Commission
to give a curtailment priority for deliveries of natural gas for indus-
trial use in which natural gas is essential and for which there 1s no
economically practicable and reasonably available substitute. The
term economically practicable is intended to have the same meaning as
the Commission’s standard of economic feasibility under extra-ord!-
nary relief in curtailment cases. Industrial process fuel and feedstock
uses would be given priority over all industrial boiler fuel uses. The
priority follows high priority and essential agricultural uses directly,
as defined elsewhere in the legislation. L

The House passed bill did not contain a comparable provision.

The conference agreement incorporates the Senate provision, modi-
fying it to conform with the division of responsibilities between the
Secretary of Energy and the Commission contained in the Department
of Energy Organization Act.

The conference agreement requires the Secretary of Energy to
certify to the Commission the natural gas requirements for essential
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industrial process fuel or feedstock uses of natural gas for which the
Secretary determines natural gas is essential. The Commissian is given
authority to implement the priority schedule. If the Commission
determines that use of an alternative fuel is economically practicable
and such fuel is reasonably available, the user will not be given a cur-
tailment priority.

SECTION 403. ESTABLISHMENT AND IMPLEMENTATION OF PRIORITIES

The conference agreement conforms the responsibilities of the Secre-
tary of Energy and the Comiission under this Title to the division of
responsibilities established in the Department of Energy Organiza-
tion Act. Under this division, the Sacretary establishes and reviews
priorities for curtailinents under the Natural Gas Act, and the Com-
mission implements the priorities.

SECTION 404. LIMITATION ON REVOKING OR AMENDING CERTAIN PRE-1969
CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY

The Senate passed bill contained a provision prohibiting the Com-
mission from:

(1) modifying, amending, or abrogating contracts entered into
prior to January 1, 1977, for the sale or transportation of natural

for boiler fuel use;

(2) modifying, amending, or abrogating the supply terms of
certificates issued under section 7 of the Natural Gas Act author-
1zing the sale or transportation of natural gas for boiler fuel use
under a contract entered into prior to January 1, 1977, unless re-
quested to do so by the certificate holder; or

(3) };reventing, impairing, or limiting deliveries of natural gas
for boiler fuel use under a contract entered into prior to January
1, 1977, or under a certificate issue under sectioin 7 of the Natural
(Gas Act, authorizing the sale or transportation of natural gas for
boiler fuel use under such a contract, unless requested to do so by
the certificate holder.

The provision was expressly qualified as not limiting the curtailment
authority of the Commission.

The House passed bill did not contain a comparable provision.

The conference agreement incorporates a modified version of the
Senate passed provision. This section denies the Commission authority
to revoke or amend any certificate of public convenience and neces-
sity, issued prior to January 1, 1969, for the transportation of natural
Fas owned by an electric utility, except %%on the application by the
10lder of such transportation certificates. The provision is effective for
a period of 10 years after the date of enactment of this Act.

This limitation on the Commission’s authority does not limit the
authority of the Commission to effectuate natural gas curtailments.

Natural gas affected by this section is subject to allocation under
sec. 303(c) of this Act along with other general pipeline supply gas.
iuch gas may also qualify for allocation under sec. 303(b) of this

ct.

Nothing in this section is intended to override any provision of the
Powerplant and Industrial Fuel Use Act of 1978.
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TITLE V—ADMINISTRATION, ENFORCEMENT, AND
REVIEW

SECTION 501. GENERAL RULEMAKING AUTHORITY

The House passed bill provided authorit{ to issue rules in enforcing

compliance with the provisions of the legislation, and to further define
terms used.

The Senate passed bill did not contain a comparable provision, rely-
ing instead upon sections of the Natural Gas Act under which the
Commission may establish procedures to govern its proceedings, and
has general powers to issue orders, rules, and regulations.

The conference agreement provides aut,i'lorit-y for the Commission or
any other Federal officer or agency in which any function under the
Act is vested to issue rules and orders under the Act, and to perform
any and all acts as it may find necessary or appropriate to carry out
the provisions of this Act. The authority to preseribe rules and orders
necessary to carry out the provisions of this Act includes the authority
i{) issue rules and orders necessary to prevent circumvention of the

ct. |

The Commission may define terms, prescribe the forms of reports,
and prescribe effectice dates for rules and regulations. For instance,
the Commission may define terms such as “transfer for value” used
in the definition of first sale; it may also establish rules applicable
to intracorporate transactions under the first sale definition.

SECTION 502, ADMINISTRATIVE PROCEDURE

The House passed bill provided that the rulemaking procedures
of the Administrative Procedure Act would apply to the promulga-
tion of any rule or order having the effect of a rule issued under the
legislation. In addition, it required that there must be an opportunity
for oral presentation of views; aggrieved persons may receive excep-
tions from, or modifications of, sug'? rules 1n the case of special hard-
ship, inequity, or unfair distribution of burdens.

The Senate passed bill did not contain a comparable provision, rely-
ing instead upon a section in the Natural Gas Act under which hear-
ings, investigations, and proceedings are governed by procedures
adopted by the Commission.

The conference agreement adopts the House provision.

Procedures applicable for State or other Federal aﬁency determi-
nations re.quimcf by this Act are those procedures which are generally
applicable for decisionmaking by such agency.

SECTION 503. DETERMINATIONS FOR QUALIFYING UNDER CERTAIN
CATEGORIES OF NATURAL GAS
House provision
The House passed bill required the Commission to delegate the
authority to determine which production qualifies as new natural gas
produced from a newly discovered reservoir to the appropriate State
regulatory agency upon the request of that agency. The Commission
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was authorized to set terms and conditions for such a delegation, to
rescind such delegation, and, within one year, to reverse or modify
any determination made by the State agency.

Senate provision

The Senate passed bill igned the Commission authority to deter-
mine what natural gas qualifies as new natural gas.

Conference agreement

The conference agreement provides a delegation to certain State or
Feder%I agencies to make classification determinations required by
Title 1.

The State or Federal agency with natural gas under its regulatory
jurisdiction determines W%fether certain natural gas satisfies the re-
quired factual determinations to be classified as new natural gas under
sec. 102; new onshore production wells under sec, 103; high-cost nat-
ural gas under sec. 107; and stripper well natural gas under sec. 108.
The determination made by such State or Federal agency includes the
subsidiary determinations required to be made to determine the cate-
gory for which natural gas production qualifies. For example, in

eterminations regarding new natural gas, the agency determinations
would include deciding whether a new well is outside the 2.5 mile dis-
tance from a marker well; or whether natural gas is behind-the-pipe
or withheld, within the definitions specified in the appropriate sec-
tion, as may be further defined by the Commission. The State or Fed-
eral agency determination must t}ltlen be submitted to the Commission
for review, accompanied by such substantiation as the Commission may
require. The Commission may reverse the State or Federal agency
classification if it finds that such determination is not supported by
substantial evidence. A seller may not collect a price under sections
102, 107 or 108 until a determination under this section has been made
final, unless it is in accordance with the interim or alternative collec-
tion procedures described in this section. ,

The conferees intend that a determination that certain natural gas
does not qualify for a certain category to be a determination within the
scope of sec. 503 (a), which is subject to Commission review. In cases
in which the State or Federal agency finds that natural gas does not
fall within one of the enumerated categories because the producer’s
application is not supported by substantial evidence, the absence of
such evidence from the record would be treated by the Commission as
substantial evidence supporting the agency’s determination. In such
cases, the Commission would not be required to reverse the finding
under review. However, as many such determinations will be routine
and may be reported en bloc, and the conferees do not intend to impose
more paperwork than necessary on the States, the record of such nega-
tive determinations need be sent to the Commission only upon the
request of the aggrieved party, normally the seller.

preliminary reversal of the State or Federal determination must
be made by the Commission within 45 days of receipt of notification,
accompanied by the record, of the State or FederaF agency decision.
The initial finding is not subject to judicial review.
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The conferees intend that such preliminary reversal be akin to the
Commission’s exercise of its suspension authority under section 205 of
the Federal Power Act and section 4 of the Natural Gas Act.

. The Commission may remand a State or Federal agency determina-
tion if it finds such determination is not consistent with information
contained in its publie records.

The provisions allowing Commission remand of a State or Federal
agency determination are intended to provide a means for resolving
conflicts caused by information available to the Commission where
such information was not part of the record before the State agency.
This provision is not intended to allow undue delay in the determina-
tion Erocesg. Thus, a party aggrieved by a Commission remand order
has the option of seeking judicial review of such remand, based on the
arbitrary and capricious standard,

Determinations made under this section are for the purpose of this
Act only. For example, the determination of what constitutes a new
reservoir shall not be binding on the State for any other purpose.

The final finding by the Commission to reverse a State or Federal
agency determination must come within 120 days after the Commis-
sion’s initial action.

A %relimmary reversal must be followed by a final action to reverse,
or it has no effect; the conferees do not intend to allow the Commis-
sion’s initial action to stand without a subsequent final action that
shall constitute final agency action for purposes of judicial review.
The State or Federal agency determination stands if no action is
taken within the 45 and 120 days provided. Only a final Commission
reversal is binding under sec. 503 (dg .

The Commission’s action in reversing a State or Federal agency de-
termination is subject to judicial review. The conferees intend that
the question of whether the State or Federal agency determination is
supported by substantial evidence shall be & question of law. The Com-
mission’s determination of this question may be reversed by the court
if it is not in accordance with the requirements of law; the Commis-
sion’s determination to reverse a State or Federal agency determina-
tion must be based on a finding that there was no substantial evidence
for such determination.

The conferees intend that the Commission’s authority to review
State or Federal agency determinations shall be limited to determining
the narrow question of whether or not the agency determination is sun-
ported by substantial evidence. The conferees have followed the tradi-
tional definition of substantial evidence review; that is, there is no
intention to allow the Commission to “second guess” the agency by in-
dependently weighing the evidence and. reversing the agency’s deter-
mination as if the initial responsibility to make the determination were
placed within the Commission. If the Commission determines that
substantial evidence exists for the State or Federal agency’s determi-
nation, the Commission’s inquiry and reviewing responsibilities ter-
minate. The Commission may utilize information available to it in its
own files, books, and records for assistance in conducting its review.
Such evidence shall also be made available to the State or Federal
agencies with responsibilities under this section upon the request of
such agencies. )
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Nothing in this Title is intended to limit the jurisdiction of State
courts to%lecide questions of State law. A party aggrieved by proce-
dural aspects of State or Federal agency determinations may Fpursue
whatever appeal rights are otherwise available under State or Federal
law. The party is, at the same time, bound by the record made in the
proceeding for purposes of Commission review. Thus, the party is free
simultaneously to pursue Commission review, arguing that the record
as transmitted did have substantial evidence to support the determina-
tion and to pursue procedural review, in State court for State deter-
minations, arguing that the record is prejudiced due to procedural
error. That State or ¥ederal court’s review of the record is limited to
procedural questions. If successful before the Commission, the party
has prevailed in any event. If unsuccessful there, but successful in the
State or Federal court review, there would be an opportunity to make
a new record before the State or Federal agency.

With respect to any natural gas, any final determination made by
the State or Federal agency, or by the Commission, which is no longer
subject to judicial review 1s binding with respect to such natural gas,
unless the agency or Commission relied on any untrue statement of a
material fact, or there was an omission of a material fact.

The conferees recognize that gas may be produced by the seller and
sold to the buyer even while the determination process is proceeding
cither before a State or Federal agency, or before the Commission, or
before the courts, This section includes provision for a seller of natural
%as to make collections during this period in certain cases of production

rom new wells. In other cases, the conferees intend that the Commis-
sion should have power to establish rules concerning the collection and
accounting for moneys paid during this period, the effect of a prelim-
inary reversal, and the adjustment of prices and moneys upon any final
determination different from that under which the parties were ini-
tially operating.

The State or Federal agency having regulatory jurisdiction with
resEect to the production of natural gas may walve its authority to
make determinations under this section, if the Commission agrees.

The conference agreement provides several methods for interim
collection of maximum lawful prices. Paragraphs (1) and (3) of sub-
section (e) provide statutory rules; paragraph (2) requires the Com-
mission to establish, by rule, alternate methods for interim collection
of maximum lawful prices. In all cases, the interim collection of such
prices must be collected subject to a condition of refund, with inter-
est, if the price collected is higher than the final maximum lawful
price. Under paragraph (1), a seller of natural gas from a new well
may collect the maximum lawful price under sec. 109 pending a deter-
mination by the appropriate State or Federal agency. In order to
qualify for such interim collection the seller must file a sworn state-
ment that such natural gas is produced from a new well, and that
the seller believes in good faith that such natural gas is eligible to be
sold at a price not less than the price under sec. 109. The seller must
also file a petition for a determination within 90 days after the date
of enactment with the a%propria.te State or Federal agency or, if
later, before collection of the higher rate.
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Under paragraph (2), the Commission must prescribe alternate
methods of interim collection. The alternate method would permit the
seller to collect for any natural the maximum lawful price under
Title I for which a petition is ﬁl%‘;lrsfor a determination in any case in
which such price exceeds the price under sec. 109. Again, this collec-
tion is subject to refund with interest. In addition, the seller must
comply with such requirements prescribed by the Commission to pro-
vide adequate assurance that funds attributable to the collection of a
price in excess of the price under sec. 109 are available for refund. This
assurance could be by means of bonding, escrow, posting of security,
or such other means as the Commission determines to be appropriate.

Under paragraph (3), the seller may collect, after a determination
by the appropriate State or Federal cy, the appropriate maxi-
mum lawful price applicable under sucE determination. If the State
or Federal agency dgt.ermines that the seller is entitled to a price in
excess of the maximum lawful price under sec. 109, the seller may
retroactively collect the appropriate price effective the first day of
the first month after the date of enactment, or the day deliveries began,
whichever is later, if the contract so permits. Again, this collection
must be subject to refund, with interest. If, for example, the State
or Federal agency determines that the production qualifies as new
natural gas under sec. 102(b), the seller may collect the maximum
lawful price provided under sec. 102(b), if his contract so permits.
If either the Commission or a court reverses the State or Federal
agency determination under the appropriate section, the seller would
be required to refund monies collected In excess of the maximum law-
ful price for which the production qualifies.

SECTION 604(a). ENFORCEMENT

The conference agreement provides that it shall be unlawful for
any person to violate any provision of this Act or any rule or order
under this Act. Both civil and criminal enforcement provisions are
provided.

SECTION 504(b). CIVIL PENALTIES

House provision

The House passed bill subjected violators of any provision, rule or
order to the following civil penalties for each violation: .

(1) $20,000 for violations relating to production, gathering, sale
transmission or distribution of natural gas; or
(2) $2,500 for other violations. o

Civil penalties would have been assessed by the Commission after a
hearing on the record. The assessment would have been enforced, modi-
fied or set aside in the appropriate district court.

Senate 8%

The Senate passed bill did not contain a comparable provision,
relying instead on a section of the Natural Gas Act under which the
Commission may bring an action in U.S. District Court if it appears
a person is engaged or about to engage in acts or practices that con-
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stitute or will constitute violations of the Act. Injunctive relief and
mandamus are available civil remedies under the Natural Gas Act.

Conference agreement

The conference agreement adopts procedures for civil enforcement
based upon the Natural Gas Act, as in the Senate passed bill. In addi-
tion, the conference agreement includes a modified version of the
House provision, making violators of any provision, rule or order sub-
ject to a civil penalty of up to $5,000 for knowing violations of the
Act or knowing violations of rules and orders pursuant to the Act.

The conference agreement provides authority for the Secretary or
the Commission, or the Attorney General upon request of the Segre-
tary or the Commission to institute a civil action for injunctive or
other equitable relief to enforce the incremental pricing passthrough
requirements in sec. 205 (e).

he term “knowing” means the having of—

1) actual knowledge, or

2) the constructive knowledge deemed to be possessed by a
reasonable person who acts in the circumstances,

The conferees intend that every person shall be presumed to have
constructive knowledge of this Act. However, every person shall not
necessarily be presumed to have constructive knowledge of the regula-
tions adopted pursuant to the Act. The latter would %e a question of
fact to be determined by the reasonable man test.

A seller would not be in violation of sec. 504(a) (1) if the seller
charged a price higher than the maximum lawful price because of
reliance on prices or inflation factors published by the Commission in
accordance with Title I. This follows from sec, 504(b) (6) (B), which
indicates that a violation is not knowing if it rests on information not
in the possession of a reasonable person who acts in the circumstances.

Of course, if such prices or inflation factors are later found in error
or change, the definition of knowing would apply as soon as an individ-
ual actually knew, or reasonably should have known, of the correction.
Continuing to charge the price based on the earlier published informa-
tion would then be a violation.

In the case of a continuing violation, each day of violation con-
stitutes a separate violation, T%e conference agreement includes a three
year statute of limitations for civil penalties. The statute of limitations
with regard to civil penalties is not intended by the conferees to affect
the rights or remedies otherwise available under any provision of law
for any person, State or Federal agency to bring any action to recover
damages which may result from any violation of this Act or rule or
regulation issued hereunder, or otherwise enforce any provision of this
Act or rule or regulation issued hereunder. The statute of limitations
shall not apfly in the case of untrue statements of material facts, and
omissions of material facts, during the determination process. ,

The Commission is given authority to assess civil penalties. Volators
may obtan review of the Commission’s assessment through a trial de
novo in Federal district court. In addition, the Commission’s authority
pursuant to this section includes the authority to require refunds from
a1y person.
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Attorneys designated by the Chairman of the Commission may ap-
pear for, and represent the Commission in, any civil action brougEt
under this section. Such an action would be an action brought “In con-
nection with any function carried out by the Commission”, which en-
ables Commission attorneys to bring actions under sec. 401(i) of the
Department of Energy Organization Act.

SECTION 504(c). CRIMINAL PENALTIES

House provision

The House passed bill subjected persons willfully violating any
provision, rule or order to the following criminal penalties for each
violation :

1) one year imprisonment ; or
2) a fine of :
(2) $40,000 for violations relating to production, gathering.
sale, transmission or distribution of natural gas; or
(b) $10,000 for other violations, or
(3) both imprisonment and fine.

Senate provision

The Senate passed bill did not contain a comparable provision, rely-
ing instead on a section of the Natural Gas Act under which willful
and knowing violators of the Act are subject to a $5,000 fine, or two
years’ imprisonment, or both. In addition, willful and knowing viola-
tors of rules and orders issued under the Act are subject to a $500 fine
for each day of violation.

Conference agreement

The conference agreement adopts procedures for criminal enforce-
ment based upon the Natural Gas Act.

SECTION 505. INTERVENTION

The Secretary of Energy is given authority under this section to in-
tervene in any State agency proceeding relating to the prorationing of,
or other limitations upon natural gas production.

SECTION b5068. JUDICIAL REVIEW

The House passed bill provided authority for persons ag%:-ieveq by
rules and orders under the Act to obtain judicial review in the United
States Court of Appeals for the District of Columbia Circuit.

The Senate passed bill did not contain a comparable provision, rely-
ing instead upon authority under the Natural Gas Act for persons
aggrieved by orders to obtain judicial review in the United States

ourt of Appeals for the District of Columbia Circuit, or in the eircuit
where the person is located or has his principal place of business.

The congrence agreement provides judicial review based upon the
Natural Gas Act provision described above.
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S8ECTION 507. CONGRESSIONAL REVIEW

The conference agreement provides procedures for Congressional
action required by sec. 122, 202, or 206.

The section specifies the manner in which calendar days of con-
tinuous session are to be counted. It also provides expedited procedures
for insuring floor consideration of any resolution required by sec.
192, 202, or 206, It is similar to the Congressional review procedure
estab)lished in the Energy Policy and Conservation Act (40 U.S.C.
6201).

SECTION 608. TECHNICAL AMENDMENT

This section conforms the power of the Commission under this Act
to the Department of Energy Organization Act. The conferees intend
that the information-gathering authority granted under this section be
exercised in a manner which avoids duplication of submissions by any
pel‘S(Kl to the maximum extent practicable to achieve the purposes of
this Act.

TITLE VI—-COORDINATION WITH NATURAL GAS ACT:
MISCELLANEOUS PROVISIONS

SECTIONS 601 (&) AND (b). COORDINATION WITH THE NATURAL GAS ACT

The conference agreement limits the jurisdiction of the Commission

g}iiier the Natural Gas Act in 2 manner similar to the House-passed
ill.

Natural gas not committed or dedicated to interstate commerce as of
the day before the date of the enactment of this Act is never made sub-
%c‘:ct Ro the Commission’s jurisdiction under sec. 1(b) of the Natural

as Act.

The Commission’s jurisdiction under section 1(b) of the Natural
Gas Act ceases on the first day of the first month beginning after the
date of enactment of this Act for the following categories of natural
gas:

High-cost natural gas which qualifies for derefulated price
treatment under section 107 (c) (?), (23, (3), or (4);
New natural gas under sec. 102(c) ; an
Natural gas produced from any new, onshore production well
under section 103(c).
~ Emergency sales, intrastate pipeline sales, and assignments author-
1zed under this Act do not become subject to the Commission’s juris-
diction under sec. 1(b) of the Natural Act.

No person is a “natural-gas company” under section 2(6) of the
Natural Gas Act with respect to, or by reason of, emergency sales,
intrastate pipeline sales, or assignments authorized under this Act.

Certain transportation of natural gas, pursuant to any order under
sec. 302(c), or 303, or authorized by the &mmission under sec. 311 of
this Act, does not become subject to the Commission’s jurisdiction
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under sec. 1(b) of the Natural Gas Act. Nor is any person a “natural-
gas company” under section 2(6) of the Natural Gvas Act, with respect
to, or by reason of, such transportation.

Any amount paid in any first sale of natural gas is deemed “just and
reasonable” for purposes of sections 4 and 5 of the Natural Gas Act,
if such amount does not exceed the applicable maximum lawful price
established under Title I of this Act; or, if there is no applicable
maximum lawful price, by reason of the elimination of price controls
pursuant to subtitle B of ’lyitle I of this Act.

Any amount paid in any emergency sale authorized under sec. 302
which does not exceed the fair and equitable price, as defined in sec.
302, 1s deemed to be “just and reasonable” for purposes of sections 4
and 5 of the Natural Gas Act.

Any amount paid in any sale by an intrastate pipeline authorized
under sec. 311 which does not exceed the fair a.ndp equitable price, as
defined 1n sec. 311, is deemed to be “just and reasonable” for purposes
of sections 4 and 5 of the Natural Gas Act.

Any amount paid pursuant to the terms of a contract assignment
authorized under sec. 312(a) which does not exceed the maximum
lawful prices established under Title I of this Act, is deemed to be
“'usbAa.J,nd reasonable” for purposes of sections 4 and 5 of the Natural

as Act.

Any amount paid in any first sale between any interstate pipeline
and any affiliate of such pipeline which does not exceed the same
amount paid in comparable first sales between unaffiliated persons is
deemed to be “just and reasonable”.

Any amount paid by any interstate pipeline for transportation,
storage, delivery, or other services provided pursuant to an alloca-
tion order under sec. 303 of this Act, and any amount paid by any in-
terstate pipeline for any transportation authorized by the Commission
under sec. 311 ga) of this Act, is deemed to be “just and reasonable”
for purposes of section 4 and 5 of the Natural Gas Act.

SECTION 601(¢c). GDARANTEED PASSTHROUGH

The conference agreement fuamntees that interstate pipelines may
pass through costs of natural gas purchases if the price of the pur-
chased natural gas does not exceed the ceiling price levels established
under the legislation which are deemed “just and reasonable” for pur-

oses of the Natural Gas Act in the previous section. The conferees

o not intend to guarantee passthrough of costs of natural gas pur-
chases in cases of fraud or abuse as determined by the Commission.
This recovery must be consistent with the incremental pricing provi-
sions of Title II; however, Title II is structured to permit recovery
of all costs which a pipeline is entitled to recover.

The provision is similar to passthrough provisions in both the Sen-
ate and House passed bills.

SECTION 602, EFFECT ON STATE LAWS

The conference agreement provides that nothing in this Act shall
affect the authority of any State to estabhish or enforce any maximum
lawful price for sales of gas in intrastate commerce which does not
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exceed the applicable maximum lawful price, if any, under Title I of
this Act. This authority extends to the operation of any indefinite
price escalator clause. The Congress enacts this provision with a
ition that it is ceding its authority under the commerce clause

of the Constitution to regu%ate prices for such production to affected
States.
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