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

CONFERENCE REPORT

(To accompany H.L. 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 respecti-ve 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 House amend-
ment insert the following:
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SkoR TIzL.-Ti Act may be cited as the "Natural Gas Pol-
icyAotof 1978".

(b) TABLE OF OoiVrara
TABLE OP CONTENTS

See. 1. Short title; table of oontent8.
Sec. 2. Defnitions.

TITLE I-WELLHEAD PRICING
SUBTITLE A-WLLHAD Pniom GoNrfoLs

Sec. 101. Inflatton adjustment; other general price ceiling rules.
See. 102. Calling price for new natural gas and certain natural gas produced from

the Outer Continental Shelf.
Sec. 103. Ceiling price for new, onshore production wells.
Sea 104. Ceiling price for sales of natural gas dedicated to interstate commerce.
Sec. 105. Ceiling prics for saes under ecfling intrastate contracts.
See. 106. Ceiling price for sales under rollover contract.
See. 107. Ceiling price for high-coat natural gas.
See. 108. Ceiling price for stripper well natural gas.
See. 109. Ceiling price for other categories of natural gas.
See 110. Treatment of State severance taoes and certain produotion-related cost.
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SUBTITLE B-DEONTROL OP OmRWAN NATURAL GsA PiraoE

See. 121. Elimination of price controls for certain natural gas sales.
See. 122. Standby price control authority.
See. 18W. Report to the Congress.

TITLE H1-INCREMENTAL PRICING
See. 201. Industrial boiler fuel use.
See. 202. Amendment expanding application for other industrial uses.
Sec. 208. Acquisition costs subject to passthrough.
See. 204. Method of passthrough.
Sec. 205. Local distribution company paesthrough requirements.
See. 206. Exemptions.
See. 207. Treatment of certain imports.
See. 208. Alaska natural gas.

TITLE II-ADDITIONAL AUTHORITIES AND REQUIREMENTS

SUBTITLE A-EMERGENCY AUTRomTIES

See. 801. Declaration of emergency.
See. 302. Emergency purchase authority.
See. 303. Emergency allocation authority.
See. 304. Miscellaneous provisions.

SUBTITLE B-OTHER AUTHORITIES AND REQUIREMENTS

See. 311. Authorization of certain sales and transportation.
See. 318. Assignment of contractual rights to receive surplus natural gas.
Sea. 81. Effect of certain natural gas prices on indefinite price escalator clauses.
See. 314. Clauses prohibiting certain sales, transportation and commingling.
Sea. 315. Contract duration; right of firat refusal; filing of contracts and agree-

ments.

TITLE IV-NATURAL GAS CURTAILMENT POLICIES

Sec. 401. Natural gas for essential agricultural uses.
Sec. 402. Natural gas for essential industrial process and feedstock uses.
See. 408. Establishment and tmplementation of agricultural and industrial

priorities.
See. 404. Limitation on revoking or amending certain pre-1969 certificates of

public convenience and neessUy.

TITLE V-ADMINISTRATION, ENFORCEMENT, AND REVIEW

See. 501. General rulemaking authority.
See. 502. Administrative procedure.
See. 503. Determinations for qualifying under certain categories of natural gas.
Sec. 504. Enforcement.
Sec. 505. Intervention.
See. 506. Judicial review.
See. 507. Congressional review.
See. 508. Technical amendment.

TITLE VI-COORDINATION WITH THE NATURAL GAS ACT;
EFFECT ON STATE LAWS

See. 601. Coordination with the Natural Gas Act.
See. 608. Effect on State laws.

SEC. 2. DEFINITIONS.

For purposes of this Act-
(1) NATURAL GA.-The term "natural gas" means either qutt

rd gas unmixed, or any mixture of natural and artificial gas.



(B) WL.-The term "well" means any well for the discovery
or production of natural gas, crude oil, or both.

(3) NEw WELL.-The term "new well" means any wel--
(A) the surface drilling of which began on or after Feb-

?ary 19,1977; or
( ) the depth of which was increased, by means of drilling

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) OLD WELL.-The term "old well" means any well other than
a new well.

(5) MARKERWELL.-
(A) GENERAL RuL'.-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
April20 1977

(1B) )rw wELL.-The term "marker well" does not ihlude
alnew well under paragraph (3) (A) but includes any new
we under paragraph (3) (B) if such well qualife8 as a mark-
er well uuder subparagrarh (A) of this paragraph.

(6) RRsERVoIR.-The term reservoirr" means any producible
natural accumudation of natural gas, crude oil, or both, confined-

(A) 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 communications

(7) COMPLETION LOCATION.-
(A) GE NRAL RULE.-The term "completion location"

means any subsurface location from which natural gas is
bet or has been produced in commercial quantities.

(B) MARKER wLL.-The term "completion location", when
used with reference to any marker well, means any subsurface
location from which natural gas was produced from such
well in comeneroial quantities after January 1, 1970, and be-
fore April £0, 1977.

(8) PRORATION UNIT.-The term "proration unit" means-
(A) any portion of a reservoir as designated by the State

or Federal agency having regulatory jurisdiction with re-
spect to production from such reservoir, which will be effec-
tive/ and efciently drained by a single well;

(B) any drilling unit, production unit or comparable ar-
rangement, designated or recognized by t 6 State or Federal
agency having Julisdiction teth respect to production from
the reservoir, to describe that portion of such reservoir which
will be effectively and eoYiently drained by a single well; or

(0) if such portion of a reservoir, unit, or comparable ar-
rangement is not speoifcallty provided for by State law or by
any action of anz State or Federal agency having regulatory
jurisdiction wit respect to production from such reservoir,
any volwttary unit agreement or other comparable arrange-
ment applied, under local custom or practice within the locale



in which such reservoir is situated, for the purpose of describ-
ing the portion of a reservoir which may be effeotvely and
efliient y drained by a single well.

(9) New LEAr.--The term "new lease", when used .with respect
to the Outer Continental Shelf, means a lease, entered into on or
after April 0, 1977, of submerged acreage.

(10) OLD LEA&-The term "old lease", when used with respect
to the Outer Continental Shelf, means any lease other than a new
lease.

(11) Nrw CONTRAoT.-The terra "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
subjeoat to an existing contract.

(18) RoLLovER CONTRA o. The terry "rollover contract" means
any contract, entered into on or after the date of the enactment
of this Act, for the first sale of natural gas that was previously
subject to an eating contract which expired at the end of a fined
term (not including any eztension thereof taking effect on or after
such date of enactment) specified by the pro vision of such eai ting
contract, as such contract was in effect on the date of the enact-
ment of this Act, whether or not them is an identity of parties or
term with those of such exi ting contract.

(13) EXISTING CoNTRAct.-i 'he term listingng contract" mean
any contract for the first sale of natural gas in effect on the day
before the date of the enaotment of this Act.

(14) S uCCSSOR 2o AN EXISTING CONTRAcT-The term "successor
to an emi8ting contract" 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 eristing contract, whether or not there is an identity of
parties or terms with those of stoh emistting contract.

(15) INTERSTATE PzPRLNE .- The terra "interstate pipeline"
means any person engaged in natural gas transportation subject
to the jurisdiction of the Commi sion under the Natural Gas Act.

(16) INT"RASTATE rlfpLIN.-The term "intrastate pipeline"
means any person engaged in natural gas transportation (not in-
cudig gathering) which is not Subject to the juriediction of the
(jl7 iwip. under the Natural Gas Act (other than any such
pipeline which is not subject to the jurisdiction of the Commnsion
solely by reason of section 1 (c) of the Natural Gas Act).

(17) LoAL DISTRIBTiOzN COMPANY.-The torm "local distribu-
tion company" means any peron, other than any interstate pipe-
line or any intrastate pipeline engaged in the trahportation, or
local distribution, of natural gas and the sale of natural gas for
ultimate comuw tion.

(18) CoMMITTED oR DEDICATED TO INTERSTATE COMMERCE.-
(A) GENERAL RULs.-The term "committed or dedicated to

interstate commerce", when used with respect to natural
gas, meas-

(i) nata gas which is from the Outer Continenta

(ii) natural gas which, if sold, would be required to
be sold in interstate commerce (within the meaning of



the Natural Gas Act) under the term of any contract,
any certificate under the Natural Gas Act, or any pro&v-
sion of such Act.

(B) Exchuion.-Such term does not apply with respect
to-

(i) natural gas sold in interstate commerce (within
the meaning of the Natural Gas Act)-

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

(II) under any limited term certificate, granted
purnsant to section 7 of the Natural Gas Act, which
contain, a pregnant of abandonment of service for
such natural gas;

(III) under any emergency regulation under the
second proviso of section 7(c) of the Natural Gas
Act; or

(IV) to the user by the producer and transported
nera certificate granted pursuant to section
7(c) of the Natural 3 as Act, if such certificate was
specifically granted for the transportation of that
natural gas for suck tuer;

(ii) natural gas for which abandonment of service
was granted before the date of enactment of this Act
under section 7 of the Natural Gas Aot and

(iii) natural gas which, but for thi clausec would be
committed or dedicated to interstate commerce under
subparagraph (A) (ii) by reason of the action of any
person (iwtudi w any successor in interest thereof, other
than b means of any reversion of a leasehold interest),
if on May 31, 1978-

(I) neither that person, nor any affiliate thereof,
had any right to explore for, develop, produce, or
sell such natural gas; and

(1H) such natural gas was not being sold in inter-
state commerce (whin the meaning of the Natural
Gas Act) for resale (other than any sale described
inclause (i) (1), (II),or (III) ).

(19) C7RaIcArD NATURAL aA.-T tem ".certificated natu-
ra ga" means natural gas transported by any interstate pipe-
line M a facility for which there is in effect a certiftate issued
under section 7(c) of the Natural Gas Act. Such term does not
include natural ga sold to the uwer by the producer and trans-
ported pursuant to a certificate which is specifwally issued under
section 7(o) of the Natural Gas Act for the tr .portation of
that natural gas, for such user unless such natural gas is used for
the generation of electricity.

(20) SALr The term "sale" means any sale, exchange , or other
tran fer for value.

(1) Fz&T SALE.
(A) GE-NERAL RuLs.-The term "first sale" means any sal

of any 0oh e of natural gas-
(i) to any interstate pipeline or intrastate pipeline;



(ii) to any local distribution company;
(iii) to any person for use by such person;
(iv) which precedes any sale described in clauses (i),

(ii), or (iii) ; and
(w) which precedes or follows any sale described inz

clauses (i), (ii), (iii), or (iv) and is defined by the
Conis sion as a first sale in order to prevent circum-
vention of any maximum lawfzd price established under
this Act.

(B) CERTAIN SALES Nor INCLtIDED.--Clause (i), (ii), (iii),
or (iv) 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 aYliate
thereof, unless such sale is attributable to volumes of natural
gas produced by such interstate pipeline, intrastate pipeline,
or local distribution company, or any aflUiate thereof.

(29) DrzzvR.-The term "deliver" when used with respect to
an first sale of natural gas, means the physical delivery from the
seller; except that in the case of the sale of proven reserves in
place to ana interstate pipeline, any intrastate pipeline, any local
distribution company, or any user of such natural gas, such term
means the t fer of title to such reserves.

(93) CR7tricArr.-The term certificate" , when used with
respect to the Natural Gas Act, means a certifcate of public con-
venience and necessity issued under such Act.

(5 4) 'CozsszoN.-The tern "Commission" means the Federal
Energy Regulatory COMMnis i2oI

(55) FEDERAL AONer.-The term "Federal agency" has the
same meaning as given such term in section 105 of title 5, United
States Code.

(26) PERso.-The term "person" includes the United States,
any State, and any political subdivision, agency, or ins trmen-
tality of the foregoing.

(27) AnnIrr.-The term affiliate" , when used in relation to
any person, means another person which controls, is controlled by,
or s under common control with, such person..

(98) ELEcTRic urriTY.-The term electrica utility" means any
person to the extent such person is engaged in the business of the
generation of electricity and sale, directly or indirectly, of dee-
tricity to the public.

(9) Mc.F-The term "Mf", when used with repct to natural
gas, means 1,000 cubic feet of natural gas measure at a pressure
of 14.73 pounds per square inch (absolute) and a temperature of
60 degrees Fahrenheit.
(30) Bru.-The term "Btu" means British thermal unit.
(31) MoNTH.-The term "month" means a calendar month.
(32) MiLr.-The term "mile" means a statute mile of 5780 feet.
(33) UNITED STATr .-The term "United States" means the

several States and includes the Outer Continental Shelf.
(34) E TrA.-The term "State" means each of the several States

and the District of Columbia.
(3,5) OUTER CorTINENTAL S'HELF.-The term "Outer Continen-

tal Shelf' has the same meaning as such term has under section



f(a) of the Outer Continental Shelf Lands Act (43 U..C.
1331(a)).

(36) PRUDECE BAY UNIT or ALASKA.-The term "Prudhoe Bay
Unit of Alaska" means the geograhic area subject to the volun-
tary unit agreement approved by t ommiesioner 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.
146 of the Alaska Oil and Gas Conservation Committee, Divisionof Oil end Gas Conservation, Department oi Natural Resources
of Uh State of Alaska, as such ord er was in eff eat on JUAIC1, 1977,
and determind without regard to any adjustments in the descri/p-
tion of the affected area permtted to be made under such order.

(37) ANTITRUcST LAW&.-Te term "Federal antitrust laws"

means the Sherma Act (15 U.C. 1 et se.), the Clayton Act
(15 U .C. 13, 13, 14-19, 20, £1, £&-e7), the federal Trade Cor-mission Act (15 U.C. 41 e seq.) section. 73 and 74 of the Wilson
Tarif Act (15 U.Sq.C. 8-9), anr the Act of Jne 19, 1936, chapter
593U (15 Uc.t. 13, 1ea, 13b, and tia).

TITLE I-WELLHEAD PRICING

SUBTITLE A-WLLHAD PRIOR CONTROLS

SEC. 101. INFLATION ADJUSTMENT; OTHER GENERAL PRICE CEILING
RULES.

(a) ANNUAL INFLATION ADJUSTMENT FACTOR.-'(1) GENEAL HUL-Forpurposes of this title, the annual is-
tion adjustment factor applicable for any month shall be the sum

of- (A) a factor equal to one hnadredth of the quarterly per-
cent change in the GAcP implicit price deflator; plus

(B) a correction f a for of 1.nt
(5,) Q__ATERL PERCENT CHANGE IN THE GNP IMPLICI PRICE DE-

FLA Tot- For purposes of zparagrapk (1)-
(A ) IN aENRAaL .- The term "quarterly percent change inGNP implicit price deflator", when u7ed with respect to any

month, means the Auarterly percent change in the GNP i -
plicit price deflator, comated and published as an annual

rateZbythe Department o Com/merce, for the mst recent
caledarquarter for wohtch such quarterly percent change

has been 80 published at least 8 days before the beginning of
such month.(B) MoNTHS BEAoRE AENACTMNT.-FOr purposes of apply-
ing suck terr with respect to any month tin any calendar

quarter which ends before the date Of the enactment Of thisAct and for witoh a iarterly percent chage in the GNP
impalicit price deflator has been published by the Departmentof Commerce as of such date of ena en the quarterly
percent change in the GNP implicit price d eltor for the
calendar quarter in which suc month o cunrs shall be used in
lieu of the quartely percent change in the GNP i-plicit pie
deflator for a preediedg calendar a carter.



(3) GNP IMPLICIT PRICE DEFLArot--For purposes of para-
graph (2)-

(A) IN OENRAL.-The tens "GNP implicit price deflator"
means, except as rovided in subparagraph (B), the prelim-
inary estimate of the implicit price deflator, seasonally ad-
jtated, for the gross national product, as computed and pub-
lished by the Department of Commerce for the calendar
quarter involved.

(B) MOST RECENT DATA AVAILABLE ON ENACTENT.-The
most recent remon, if any, of such implicit pri delator
which has been 80 published before the date of the enactment
of this Act, shall be used in lieu of the preliminary estimate
of such implicit price deflator.

(b) RULES OF GENERAL APPLwArON-p
(1) DErna.-Except where otherwise provided, the depth of

the completion location of any well shall be the true vertical depth,
measwed from the surface location of the well.

(2) COMMERCIAL QUANTlTir.-In determining whether produc-
turn of satura2 gas has occurrd in commercial quantit'im, quan-
tities of natural gas produced from a well and used for the testing
of sk wel or for other field use which are production related
shall not be taken into account.

(3) COMPUTATION OF MONTHLY EQUIVALRNT.-For purposes of
computing any price under this title, the monthly equivalent of
any factor shall be the twelfth root of such factor.

(4) APPLICATION OF CE LING PR cEs.-The maxiawm lawful ceil-
ing prices under this title-

(A) shall only apply to natural gas produced in the United
States..

(B) shall apply to the month of delivery without regard
to the date of the sale or the date of the contract under which
the sale occurs; and

(C) shall not apply to deliveries occurring before the first
day of the first month beginning after the date of the enact-
ment of this Act.

(5) SALES QUALIFYING UNDER MORE THAN ONE PROVISION.-lf any
natural gas qualifies under more than one provision of this title
providing for any mairvwn lawful rice or for any ewemp tion
from suck a price with respect to any first sale of such natural qas
the roiion which coui result in the highest price shall be

6) O REPUTATION AN PUBLICATION OP CEILING PRICES.-The

Commission shall-
(A) not later than 6 days before the begining of any

month, compute and make e the maximum kzwful
prie prescribed under this title for such month and the
monthly equivalent of the annual inflation adjustment factor
for such month, and

(B) as soon as possible thereafter, publish such mamn imm
lawful prices and such factor for asch month in the Federal
Re~qter.

ouCONrnN.-Any maximum lawful price under this title
be computed to the nearest mil (rounding MAY fraction



thereof which is one-half a mill or higher to the next highest mill).
(8) COMPUTATION OF INITIAL CEILING PRICKS-In COrnmP*ntag any

marsimum lawful price under the provtiuions of this title for the
first month for which such provisionu take effect, if the initial
maxmtnum lawful price is established by reference to any month
before such month, mch maximum lawful prkce shall be computed
as if such proti~ons had been in effect Atring each ouch, prior
month.

(9) EFFECT oN cosRACT PRic.-In case of-
(A) any prie which is established under any contract for

the first sale of natural gas and which does not emceed the
applicable maximum lawful price under this title, or

(B) any price which is established under any contract for
the first 8ale of natural gas which is exempted under subtitle B
of this title from the application of a maximum lawful price
under this tle,

such max~imum, lawful price, or such exemption from such a maxi-
mum lawful price, shall not super8ede or nullify the efectiveneea
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) APPLICA TION.-The maximum lawful price computed under
8ubsection (b) shall apply to any first sale of natural gas delivered
during any month in the ease of-

(1) new natural gas; and
(9) natural gas produced from any old lease on the Outer Con-

tinental Shelf ard qulifying under subseetion (d) for the new
natural gas ceiling price.

(b) MAxIMu LAwFUL Pncr.-The maximum lawful price under
this section for any month shall be-

(1) $1.75 per million Btu's, in the case of April 1977; and
2) in the case of any month thereafter, the maximum lawful

pre, pe r million Bt8', prescrbed under this subsection for the
pedng month multipled by the monthly equ valent of a factor
equal to the sum of-

(A) the annual in)fation adjustment factor applicable for
such month; plu.

(B) (i) .035, in the case of any month beginning before
April 0,1981; or

(ii) 04, in the case of any month beginning after April 20,1981.
(c) DrFITON OF Nw N aNATURALGAs.-

(1) GENERAL RUL.-Fr the purposes of this aeotion, the term
"new natural gas" means each of the following categories of nat-
ural gas:

(A) NE W OC LEABS.-Natural ga determined in ac-
cordance with section 503 to be produced from a new lease
on the Outer Continental Shelf.

(B) NEw ONSHORE WLLs.-Natural gas determined in ac-
cordance with section 503 to be produced (other than from
the Outer Continental Shelf) from-



(i) any new well which is 95 miles or more (deter-
mined in accordance with paragraph (2)) from the near-
est marker well; or

(ii) any completion location, of any new well, which
is located at a depth at least 1,0 feet below the deep.
eat completion location of each marker well within 2.5
miles (determined in accordance with paragraph (2))
ol such new well.

(0) NEw oN&oRE RESRVOIRS.-
(i) GENERAL RUL.-Except as provided in clauses

(ii) and (iii), natural gas determined in accordance with
section 503 to be prduced (other than from the Outer
Continental Bhelf from a reservoir from which natural
gas was not pr fed in commercial quantities before
April 0, 1977.

(ii) BEHIND-THE-PIPE EXLuSION.-Clause (i) shall not
apply to natural gas produced from any reservoir if-

(I) the reservoir was penetrated before April 20,
177, by an old well from which natural gas or crude
oil was produced in commercial quantities (whether
or not such production was from such reservoir);
and

(11) natural ga could have been produced in
commercial quantities from such reservoir through
such old well before April 90, 1977.

(iii) WITHHELD GAS EXOLUSION.-ZkG e (i) hall not
apply to natural gas produced from any reservoir--

,JI) If such natural gas u produced through an
oi well; and

(II) subject to clause (iv), suitable facilitim for
the production and delivery to a pipeline of such
natural gas were in existence on April 5O,1977.

(iv) EMERGENCY SALN PA CILITIES.-T he criteria of
clase (iii) (11) 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 deliveries
of natural gas-

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

(It) under the emergency sale authority pursuant
to O~r~ion 699-B issued by the Federal Power Com-
missin under section 7(c) of the Natural Gas Act.

(9) DETnMNATIONS OP DISTAwc.-For purposes of determin-
ing the distance from any new well to any marker well--

(A) SURFACE LOCATION TO SURFACE LOCAToN.-The mea8-
urement shall be the horizontal distance from the surface
location of the new well to the surface location of the marker
weall-

(i) 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-
ltory jurisdiction over the drilling of such well; or



(ii) in any case in which-
(I) the surface drilling of such new well began

on or after February 19,1977;
(II) production of natural gas in commercial

quantities began from Such well before the date of
the enactment of this Act; and

(11) the drilling of suck well was not subject to
any requirement regarding dire ional or non-direc-
tional drilling, or the drigi'n9 of Such well was sub-
jeat to requirements regarding direotional drilling
but suck requirements did not necessitate the obtain-
ing of any permit or other certificate before drilng
began.

(B) COMPLETION LOCATION TO SURFACE LOCATIoN.-Iln the
case of any new well which is not covered by Sub paragraph
(A), the measurement shall be the Aerisontal distance from-

(i) 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

(ii) the surface location of suck, marker well.
(8) DETERMINATION OF COMMERCIAL QLANTIrs.-For purposes

of determining whether podution of natural gas has occurred in
commercial quantities under paragraph (1) (0) -

(A) a rebuttable presumption eigta that prodction from
a reservoir in commercial quantities has not occurred if at-
ural gas has not been sold and delivered from such reservoir
before April £0,1977; and

(B) quantities of natural gas sold in interstate oommerce
(within the meaein of the Natural Gas Act) shall not be
taken into aeount if such quantities were sold before the date
of the enactmeln of this Act-

(i) under section 6 of the Emergency Natural Gas Aot
of 1977; or

(ii) under the emergency sale authority pursuant to
Opinion 699-B issued by the Federal Power Commission
under section 7(c) of the Natural Gas Act.

(4) NEw WA ALSF A KR WLL.-FO purposesof applyin .wio ap (a) (1) (B) (ii) .in the case of any marer
'well which is also a new 'well under second 93(8) ( B ), the reference
in suk paragraph (c) (1) (B) ((ii) to the deepest completion 1o0a-

tion of any marker well shal be deemed to be a reference to anysubIurface location from which naral gas was produced in oon.
mercial quantities after Jauary 1, 1970, and before February 19,
1977.

(d) 06' G oALIPYING i'oa Nsw NATRwAL 0*, CTEiiNG Pmaw.-For prposes of teis seco

(1) 008; arstaoiti DICAw i) oN oR AFTER JULY 91, 97.-Natural gas determined in aordance with section 503 to be pro-

gualfy]orthe new natural gas ceiling price if such natural gast$ Ad from a eervoir tokich was ot discoved befor

3E 97,1976. 2 1



(B) RSrEVOIB PENETRATED BEFORE JULY 27 197.-For purpose
of paragraph (1) a reservoir shall be considered as having been
discovered before July 7,1976, if-

(A) such reservoir was penetrated by a well before July 7,
1976; and

(B) with respect to such well-
(i) the results of any production test meeting the re-

quirements of OCS Order No. 4 demonstrate that, as of
the time of such test, the reservoir is capable of produ-
ing in paying quantities (within the meaning of such
Order);

(ii) any production cap abity evidence meeting the
rerements of 008 Order No. 4 demonstrates that, as
of the such evidence is obtained, the reservoir is
c&Table of prodtwizg in paying quantities (within the
Meaning of such Order); or

(iii) subject to paragraph (3), an induction-electrc
log, d cores and core aa ysu, or a wire line forma-
tion test indicates that, as of the time of such test, the
reservoir is commercill producle.

(3) ~Ens OF NEGATIVE PRODUCTION CAPABILImT T -FOr
purposes of paragraph (1) a reservoir shall not be considered as
having been discovered before July 27, 1976, by the penetration
of such reservoir by a well before July £7, 1976, if, with respect
to such well--

(A) a production test meeting the ruiramon of OCS
Order No. was performed and the results of such test fail
to demonstrate that, as of the time of such teat7 such reser-
voir was capable oZ rodcing in paying quantities (within
the meaning of S rder); and

(B) produtio capab eVidene mee the require-
ments of OC Order No. does not eit or, if eWiting, does
not demonstrate that, as of the date such evidence toas ob-
tained, such reservior was capable of producing in paying

quantities (within the meaning of such Order).
(4T BURDEN OF PaooF.-For pfoss o paragraph (1), the

producer shall have the burden o shoin tV
(A) no test described in paragraph (B) (B) (i) or (iii

was performed and no evidencee desried in paragraph (2)
(B I i tor

(B)M f any such test wvas performed or such evidence ex .t,
the results of such test or such evidence do not provide the
applicable demonstration or indication specified under para-
graph (20).

(5) . EFNITIO OF oCs ORDER NO. j.-For Purposes of this
subsection, the term "OCS Order No. 4" means the order num-
bered 4 of the Conservation Division, Geological Surey, Depart-
ment of the Interior, as approved by the C ief of the Conserva-
tion Division on August 88,1969.

(e) ExOLursznN or Cjrsisr ALASKA NATURAL GAL.-The preceding
provtsona of this section shall not apply to any natural gas produced
from the Prudkoe Bay Unit of Alaska and transported through the



wf wl gas transportation system approved under the Alaska Natural
Gas Transportation Act of 1976.

SEC. 103. CEILING PRICE FOR NEW, ONSHORE PRODUCTION WELLS.
(a) APPLzWoA oN.-In the case of natural gas determined in ac-

cordance with section 503 to be produced from any new, onshore pro-
duction well, the maxinun lawful price computed under subsection
(b) shall apply to any first sale of such natural gas delivered during
any mont&-

(b) MAximuM LAWFUL PRw.-
(1) GENERAL RuL.-The maximum lawful price under this

section for any month shall be-
S)$1.75 per million BtW's, in the case of April 19771 and

B) in the case of any month thereafter, the maximum
lawful price, per million Btu's, prescribed under this para-
grah for the preceding month multiplied by the monthly
eqvaen onthe annual inflation adjustment factor appli-
cable for su month.

(B) PRODUCTION AFTER 1984 FROM WELLS 5,000 FEET OR LESS IN
DAPTH.-Effective beginning with the month of January 1985
and i any month thereafter, in the case of any first sale of natural
gas whiM was not committed or dedicated to interstate commerce
on April £0, 1977, and which is produced from a new, onshtore
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 a natural gas delivered during any month shall be a price
ohich it midway between-

(A) the mamiwm loalwfui price, per million Btu'a, cor-
puted for such month under section 102 (relating to new nat-

lga); and
)the maximum lawful pricm, per million Brns's, com,

puted for such month under paragraph (1).
(c) DrrNzToN OF NEw, OfS¢oRe PROD AUCTION WELL.-For pu'-

poses of thi section, the tern "new, onshore production well" means
any new well (other than a well located on the Outer Continental
Shelf)-

(1) the surface drilling of which began on or after February
19?1977;

~ ) which satisfies appial Feea rSaew -spacing re-
quzrement, if any; and

(3) which is not within a proration unit-
(A) which was in existene 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
(C) which applied to a well (i) which produced natural

gas n commercial quantities or (ii) the surface drilling of
wich was begun before February 19, 1977, and which was
thereafter capable of producing natural gas in commercialquantities.

(d) 8ro n tso' e RTAIN ALASi A NATURAL GAs.-The preceding
Pwoviaiorie of this section shall not apply to any n at ural gat produced



from the Prudhoe Bay Unit of Alaska and transported through the
natural gas transportation system approved under the Alaska Natural
Gas Transportation Act of 1976.
SEC. 104. CEILING PRICE FOR SALES OF NATURAL GAS DEDICATED

TO INTERSTATE COMMERCE.
(a) APPLrATzON.-In the case of natural gas committed or dedi-

cated to interstate commerce on the day be ore the date of the enact-
ment of this Act and for which a just and reasonable rate under the
Natural Gas Act was in effect on such date for the first sale of such
natural gas, the maximum lawful price corputed under subsection (b)
shall apply to any first Sale of such natural gas delivered during any
month

(b) MAzMuM LAWFUL Pct.-
(1) GENERAL RuL.-The maxim lawful price under this

section for any month shall be the higher of-
A) 1i) the just and reasonable rate, per million Btus estab-

y he Comnission which was (or would have been)
applicable to the first sale of suc natural gas on April 20,
1977, in the case of Apr:7197Y; and

(ii) in the case of any month thereafter, the mazimam
lawful price, per million Ba's, pres ed under this ub-
paragraph for the preceding month mliplied by the monthly
equivalent of the annual inflation adjustment factor appli-
cable for such mont, or

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

(9) CEILING PRICES MAY BE INCREASED IF JUST AND REASONABLE.-
The Commission may, by rule or order, prescribe a nmaximn
lawful ceiling prce, applicable to any (rst sale of any natural a8
(or category theof, as determine y the Commission) othr-
wise subject to the preceding provisions of this section if such
price ?--

(A) higher than the mamutm lawful price which would
otherwise be applicable under such provieions; and

(B) just and reaonable within the meaning of the Natural
Gas Act.

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

(a) APPLICATIZON.-Te moscimu lawful price omputed .under
subsection (b) shll apply to any first sale of natural gas delivered
during any month in the ce of ntral gas, sold under any existingcontract or any]successor to an existing contract, which was not corn-

mitted or dedLated to interstate commerce on the day before the date
of the enactment of this Act.

(b) MAxrmnu LAWFUL PRICE.-
(1) GENERAL RULE.--ubjet to paragraphs (9) and (3), the

maxima lawful price under this section shall be the lower of-
(A) the price under the term of the existing contract, to

which suck natural gas was subject on the date of the enact-



ment of this Act, as such contract was in effect on suck date;

(B) the maximum lawful pric, per million BtW', com-
/Q or such month under section 109 (relating to'new

ngas).
(B) CONTRACT PRICE EXCEEDING NEW GAS CEILING PRICE ON ENACT-

JIENT.-In the cawe of any natural gas described in subsection (a)
for which the contract pri.e applicable on the date of the enact-
ment of this Act exceeds the maximum, lawful price, per million
Btu's, computed for such date under section 100 (lati to new
natural gas), the maximum lawful price under thi sectn shall
be the higher of-

(A) the x lawful price, per million Btu'e, con-
pute for such month under section 102; or

(B) (i) the contract price on the date of the enactment of
this Act, in th case of the month ,i which this Act s
enacted; and

(ii) in the case of any month thereafter, the mawimm
lawful price, per million Btu8, prescribed under this sub-
paragraph for the preceding month multiplied by the
inonMy equivalent of the annual inflation adjustment factor
applicable for such month.

() P INCREASES RESULTING FROM INDEFINITE PRICE s LA-
TOR CLAUSES.-

(A) IN GENERAL.-Effootite January 1986, and each month
thereafter, in the case of any first sale of natural gas, which
is sold at a price established under any indefiite price esca-
lator clause of any existing contract or successor to an exit-
ing contract and for which the contract pric on December 1,
1984 it higher than $1.00 per million Btu's, the maimumn
lawful price under this section for any such natural gas de-
livered during any month shall be the higher of-

(i) the maximum r law/ul price, per million Btu's, com-
puted under paragraph () (B) ;or

(ii) (I) in the case of January 1985, the maximum
lawful price, per million Btu'8, computed under section
109 (relating to new natural gas) for such month; and

(in) in the case of any month thereafter, the v
lawful price, per million Btu'8, reribed under this
lause for the immediately preceiing month m ldt lied

by the monthly e' dalnt of the sum of a factor equal
to Me anmual ina=ion adfatmW factor applicable for
such month plus 3.

(B) DEFINITION OF INDEFINITE PRICE ESCALA TOE CLAU(S.-
For purposes of this paragraph, the term "indeflnte pric
escalator clause" includes anj provision of any contract--

(i) which provides for the establishment 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 petroleum products; or

(ii) which allows for the establishment or adjustment
of the price of natural gas delivered under such contract
by negotiation between the parties.



(C) CONTRACT MODIPICATON8 AFTER MAY S, 1978, TO BE DIR-
BRGARDE.-In the case of any 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-
fleation of the operation of such contract made after such date
may have the effect of limiting or precluding the applZication
of this paragraph on or after January 1, 1985, to prices
allowed with respect to such natural gas.

(D) ExrcUBzozt.-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 5,000 feet, and, beginning July 1, 1987, or, if
later, the date of eopiration of any jM'we controls reirposed
under section 1Sf, natural gas produced from any new, on-
shore production well (as defined in section 103(c)) from a
completion location located at a depth of 500 feet or less.

(c) DFZrNzION oF CoNTRACT Pwri.-For purposes of this section,
the term "contract price", when used with respect to any specific date,
means--

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

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

SEC. 106. CEILING PRICE FOR SALES UNDER ROLLOVER CONTRACTS.
(a) INTERsrArE RoLLovER CoNrRAcrs--In the case of any first sale

under any rollover contract of natural gas which was committed or
dedicated to interstate comnmerce on the day before the date of the
enactment of this Act, the mammum la.fu price under this subsec-
tLion for such natural gas delivered during any month shall be the
higher of-

(1) (A) in the case of the month in which the ef ective date of
such rollover contract occurs, the just and reasonable rate, if any,
per million Btu's established by the CommsMon and applicable
on such date to the natural gas subject to the eopired contract;
and

(B) in the case of any month thereafter, the masimwn lawful
price, per million Btu's, prescribed under this paragraph for the
preceding month nAdtiplied by the monthly equwalent of the
annual infl4tion adjustment factor aplcbl for such month;
or

(2) (A) $.54 per million B t's, in the case of April1977; and
(B) in the case of any month thereafter, the maximum lawful

price, per million Bu's, prescribed under this paragraph for the
preceding month multiplied by the monthly equivalent of the an-
nual inflation adjutmoet factor applable for such month.

For purposes of this subsection, the term "rollover contract" includes
any contract which would have been a rollover contract but for the



lact that the ewpiration of the previous contract occurred prior to
the day before the date of the enact of this Act.

(b) INTRAS Tr ROLLOVER CONTRA02TS.-
(1) GENERAL RU L.-In the case of any first saZe 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-

(A) (i) the maximum price paid under the expired con-
tract, per million Btu's, in the case of the month in 'which the
effective date of such rollover contract occurs; =nd

(ii) in the case of any month thereafter, the maximum law-
ful priee, per million Btu's, prescibed umder this subpara-
graph or the preceding month mdtiplied by the month
equiv= of the annual inflation adjustment factor appk-
cable for such month; or

anB) (i) $1.00 per million Btu'8, in the case of April 1977;

(ii) in the case of any month thereafter, the maxima, law-
fiul price, per million Btu's, prescribed under this ubpara-
graph for the preceding month multiplied by the monthly
euivaent of the annual inflation adjustment factor applica-
e for such month.

(9) CERTAIN STATE OR INDIAN PRODUOTION OR ROYALTY SHARES.-
(A) GENERAL RULE.-It the case of any first sale under

any rollover contract of natural gas which was not comomtted
or dedicated 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 proW~tiori
or royalty share or other interest (as of such day) in nature
gas production, from real property (including subsurface
mineral interests) owned on the date 01 the enactment of this
Act by such State government or Indian tribe (as the case
may be), the maimum lew fut price under this subsection
for any such natural gas delivered during any month shall be
the maximum lawful price, per million Btu's, computed for
such month under section 109 (relating to new natural ga).

(B) INDIAN TRIBAL LANDS.- -For purposes of this para-
graph, land shall be considered to be owned by an Indian
tribe only if-

(t) such land is owned directly by such tribe, or
(ii) such land is held by the United States or any State

in trust for Indian persons and is located within the
boundaries of an Indian reservation (as such boundarie
were in effect on the date of the enactment of this Act).

(C) DeFINITION.-For purposes of this paragraph-
(i) STATE oVERNmrN.-The terra "State govern-

ment" means any State or any agency, intrumentality, or
political subdivision of a State.

(i) INDIAN TrB.-The term "Indian tribe" means
an Indian tribe recognized as eligible for services pro-
vi by the Secrretary of the Interior to Indians.

32-627 0 - 18 -2



(0) CEILING PRICEs MAY BE INREAsED IF JUSr AND REASONABLE.
The Commiuion may, by rule or order, prescribe a ma imum lawful
price, applicable to any first sale of any natural gas (or category
thereof, as determined by the Com mission) otherwise subject to the
preceding provision Of this section, if such price is-

(1) higher than the mnaximum, lawful price which, would other-
wise be applicable under such provisons;- and

(B) just and reasonable within the meaning of the Natural Gas
Act.

SEC. 107. CEILING PRICE FOR HIGH-COST NATURAL GAS.
(a) WELLS COMPLETED BELow 15,00 FEr.-In the case of any first

sale of high-cost natural gas produced from any well the surface drill-
ing of which began on or after February 19, 1977, if such production
is from any completion location which is located at a depth of more
than 15,000 feet, the maximum lawful price under this section for
such natural gas delivered during any month shall be the ma inmum
lawful price, per million Btu's, comnputed for such month under sec-
tion 102 (relating to new natural gas).

(b) CommmoN Au2JTozr To PReSomBF HIGHER INcENTIE
Pm i.-The Commission may, by rule or order, prescribe a maxi-
emum lawful price, applicable to any first sale of any high-cost natural
gas, which exceeds the otherwise applicable m nz lawful price to
the extent that such special price is necessary to provide reasonable in-
centives for the prodution of such high-cost natural gas.

(c) DEFmzON OF HIGH-COST NATRa Gas.For purpose 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-
pletion location which is located at a depth of more than 15b)00
feet;

(9) prod~fd from geopressured brine
(8) occluded natural gas produced from coal seams;
(4) produced from Devionian shale; and
(5) prouced under such other conditions as the Commission

determines to present extraordinary risks or costs.
(d) PRozsONs FOR Hram-Cosr NATURAL GAs To BE ELxEcrv.--

If any credit) exemption, deduction, or comparable adjustment appli-
cable to the computation of any Federal tax is specifically allowable
with respeot to any high-cost natural gas (or category thereof) under
any prove ion of law acted after the date of the enactment of this
Act, 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 welZ unless an election to have suck provisions apply (in lieu
of such credit, ememstion, deduction, or adjustment) with respect to
such natural gas produced from such well ig filed with the JomMission
on or before the later of-

(A) the 30th day a ter the date of the enactment of the Act
Under which such credit, exemption, deduction, or adjustment is

(B) TLe date the surface drilling of suck well bega



SEC. 108. CEILING PRICE FOR STRIPPER WELL NATURAL GAS.

(a) GENERAL RUL.-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 Btu's, in the case of May 1978; and
(2) in the case of any month thereafter, the maximum lawful

pre, per million Btu's, prescribed wnder this subsection for the
preceding month multiplied by the monthly equivalent of a factor
equal to the sum of-

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

(B? (i) .035, in the case of any month beginning before
AFrl 200,1981; or

(i1) .04, in the case of any month beginning after April £0,
1981.

(b) DEFINITION OF STRIPPER WELL NATURAL GA.-
(1) G NRAL RUL.-Except as provided in paragraph (2), 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 if-

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

(B) during such period such well produced at its maxi.
mum efknt rate of flow, determined in accordance with
recognized conservation practices designed to maWMiie the
ultimate recovery of natural gas.

(B) PRODUCTION iN ExCEss OF 60 Mc.-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 Mef 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 nonasociated
natural gas produced from such well wa the result of the applica-
tion of recognized enhanced recovery techniques.

(3) DFNINoNs.-For purposes of this subsection--
(A) PRODUCTION DAY.-The term productionn day"

means-
Si) any day during which naturalyas is produced and

fii) any day during which natural gas is not produced
if 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-DAY PRODUCTION PERIOD.-The term "90-day pro-
duction period" means any period of 90 consecutive calendar
days excluding any day during which natural gas it not pro-
duced for reasons other than voluntary action of any person
with the right to control production of natural gas from such
well.



( ) NovAfsoczAno NATURAL GA.-The term "Inassoci-
ated natural gas" means natural gas which is not produced
in association with crude oil.

SEC. 109. CEILING PRICE FOR OTHER CATEGORIES OF NATURAL GAS.

(a) ApuarzoN.-The ma i mn lawful price computed under
subsection (b) shall apply to any firt sale of any natural gas deliv-
ered during any month, in the case of any natural gas which is not
covered by any maximum lawful price under any other section of thi8
subtitle including-

(1) natural gas produced from any now well not otherwise
gualifying for a higher maiawno lawful price under this tle;

(2) natural gas committed or dedicated to interstate commerce
on the day before the date of the enactment of this Act and for
which a jwst 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 committed or dedicated to inter-
state commerce on the day before the date of the enactment of thi
Act and which was not subject to an existing contract on such
day; and

GJ natural gas produced from the Prud hoe Bay Unit of Alaka
transported through the natural gas transportation system

approved under the Alaska Natural Gas Transportation Act of
1976.

(b) MAXIMUM LAWFUL PawE.-
(1) THr mAxiMuM LAWFUL PR!ZE UNDER TIS SECTION FOR ANY

MONTH SHALL BE'-
(A) $145 per million Btu'a, in the case of April19771 and
(B) in the cas8e of any month thereafter, the maxmum

lawful price per million Btu'a, preribed under this Para-
graphkor t preceding month multiplied by the monthly
equiv of the annual inflation adjustment factor appli-
cable for such month.

(B) CEILING PRICES MAY BE INCREASED IF JUST AND REASONABLE.--
The Commission may, by rule or order, prescribe a maximum
lawful oei1g prc, applicable to any first sale of any natuani gas
(or category thereof, as determined bythe Comamasion) other-
'wise subject to the preceding pro*isons of this section if such
price W-

(A) higher than the maximum lawful price which would
otherwise be applicable under such provision; and( a ) just eas onbI within the meaning of the Natural
Gas ACt.

SEC. l10. TREATMENT OF STATE SEVERANCE TAXES AND CERTAIN
PRODUCTION-RELATED COSTS.

(a) ALLOWANCE FOR STATE S VERANCE TAXES AND CERTAIN PRODUC-

TION-RELATED Cosr.-Ecept as provided in subsection (b), a price
for the fr8t sale of natural hall not be considered to exceed the
maximum lawful prie applicable to the first sale of such natural gas
under this subtite if such first sale price exceedi the maximum law-
ful price to the extent necessary to recover-

(1) state severance taxes attributable to the production of Such
natural gas and borne by the seller, but Only to the extent the



amount of such taxes does not exceed the limitation of &ubsqction
(b) ; and

(B) any costs of corq8.,sing, gathering, processing, treating,
liquefying, or transporting such natural gas, or other simlar
Costs borne by the seller and allowed for, by rule or order, by
the #aumission

(b) LIMITATION ON STATE & vERAcC TAxEs.-The State severance
tax allowable under subsection (a) (1) with respect to the production
of any natural gas may not inude any amount of State severance
taxes 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 S'tate and delivered
in interstate commerce and to natural gas produced in such State and
not 8o delivered.

(e) DEFINITION OF STATE SEVERAN E TAx.-For purposes of this
sectwon, the termn "State severance tax"' means any severance, rroduc-
lion, Or similar tax, fee, or other levy imposed on the prodution of
natural gas-

(1) by any State or Indian tribe (as defined it section 106(b)
(...(B a

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

SUBTITLE B--DEONTROL OF CERTAIN NATURAL GAS PRICES

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

(a) GENERAL RUL.-Sbject to the reiMposition of price controls
as provided in section 122, the provisions of subtitle A respecting the
maainum 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 1,1985:

(1) Nsw NATURAL GAL-New natural gas (as deflaed in section
100(c)).

(9) Niw, ONSHORE, PRODUCTION wE LL.-NaturaZ gas produced
from any new, onshore production well (as deflated in 8ectio 108
(o)), if such natural gas-

(A) was not commdtted or dedicated to interstate commerce
on April f0,1977; and

(B) is produced from a completion location which is lo-
cated at a depth of more than 5,000 feet.

(3) INTRASTATr eoNTRACTS IN ExCa OF is.oo.-Natural gas sold
under an existing contract, any successor to an existing contract,
or any rollover contract, if -

(A) such natural gas wa not committed or dedicated to
intertate commerce on the day before the date of the enact-
men t of this Act; and

(B) the price paid for the last deliveries of such natural
gas occurnng on December 31, 1984, or, if no deliveries oc-
mrred on such date, the price would have been paid had
delivered occurred on suCk date, is higher than $1.00 per
million Btu'a.



(b) HGH-CosrT NATURAL G .- Effective beginning on the effective
date of th reu tal pricing rule required under section 201, the
provisions of subtite A espectin the maximum lawful Pric for the
first sale of natural gashal cease to apply to the ftrt sale of A gh-cost
natural gas which is deamibed in section 107(e (1) t (3), or (4).

(e) NATURA ha PoDuCED vPom 5,0 oR Lss.- eotive begin-
nig July 1,1987, or, if later, the date of expiration of ayprc o,

trois reinosed under section 159, the provisions of subtitle A respect-
i 9 the maon4un 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 azig new, onshore production well (as
defined in section 103(o)), if such natural gav-

(1) was not oomitted or dedicated to interstate commerce on
April 0,19771, and

(5) is produced frm a completion location whish is located at
a depth of 5,000 feet or less.

(d) EXCLUrSON oP IrATrN ALAKrS NATURAL as.-The provison
of subsections (a) and (c shallnot apply to any natural gas produced
from the Prudhoe Bay nit of Alaska and transported through the
natural gas tn.prtatzon. system approved under the Alaska Natural
Gas Transportaton Act of 1976.

(e) LizrA2iox oN INDEFiNTE Peawc EkaLaaroes.-Natural gas
which is not sbjeot to moainm lawful prices under subtitle A solely
by reason of sub8ection (a) (3) and which is sold under any existing
contrat or8 succor to an estmng contract at a prie established under
an indefonte p-i escalator clause (as defined iM seeo 105(b) (3)
(B)) shall be subject to the proViWjotn of sect on105 (14 (8).
SEC. 122. STANDBY PRICE CONTROL AUTHORITY.

(a) ErixPoirzoN oF Pwsi orooN4.--The President, in accord-
ate oth subsection (c)(1), or the Congress, in accordance i h sub-
secon (c) (2), may reimpose maximum lawful pric for fit sales
of stina) gas to which section 121 (a) applies and deivery of which
occurs after the. effective date of the reimposition of suck maximum

IMITrIon.-A rimpomson ofmWIMMUMlawful pres under
this section-

(1) may not take elect earlier than July 1, 1.85, nor later than
June 30,1987; and

(9) shall remain in elect for a period of 18 months.
(o) PODURE FoR RIMPOSING PRIes Cosrro .- For purposes of

this section-
(1) PRESIDENTIAL REIMPOSlTION.-Aq exercise of authority by

the President under subsection (a) shall be by written order issued
after May 31,1986 and, subject to subsection (b), shall take effect
for the first monA beg ng aft the first d e oa, ear days
continue session of (as determined in accordance IitI

section 607(b)) after a copy of such order has been submitted to
each House of the Congress unless during such 30 calendar days
of continuous session of Congres, the Congress adopts a con-
current resolution of disapproval described in section 507(c) Q y

(B) CoxanoNsr anxposn vrio.-Aq emerciae of autkoioy 4



the Congress under subsection (a) shall be by the adoption of a
concrrent resolution after May 31,1985, described in section 507
(c) (B) and, subject to subsection (b), shalt take effect for the
first month beginning after the date of the adoption of such
resolution.

(d) MAxiMUM LAWFUL P icns APPLICABLE UNDER RmPosTIoN OF
PRICE CONTROL.-If maximum lawful prices are reimposed under
this sec.tio on frot sales of natural gas to which section 11 (a) apple,
the mamm lawf price under this section for any first 8ae of such
natural gas delivered during any month shall be-

(1) except as provided in paragraph (T), the maximum lawtul
price, per million Btu'a, computed for such month under section
109 (relating to new natura gas); and

(B) the maxirinwo lawful price, per million Btu'a, computed for
such month under section 103(b) (9) (relating to new, onhore
production wells 5,000 feet or less in depth), in the case of naural
gas produced from any new, onshore production well (as defined in
section 103 (c) ) if sum natural gas-

(A) was not committed or dedicated to interstate commerce
on April20, 1977; and

(B) is produced from a completion location which is located
at a depth of 5000 feet or more.

(e) ALLOWANCE FOR STATE SEVERANrE TAXES AND CERTAIN PRODuc-
TION-RELATE-D Cosrs.-A price may emceed the m4oimmn lawful price
applicable for such natural gas under this section to the same extent as
is providedunder section 110 with respect to mawimium lawful prices
under subtitle A.

(f) LmzITATIov.-Maiwmum lawful prices may be reimposed onZy
once under this section.

SEC. 12,. REPORT TO THE CONGRESS.
(a) RAPOJ TS.-On or before July 1 1984, and on or before January

1, 1985, the Department of Enerqy sa- prepare and transmit to the
President and to each House of the congresss a report on natural gas
pri es, supplies, and demand, and the competitive conditions and
market forces in the natural gas industry in the United States. Each
such report 8/all include an evaluation by the Department of Energy
whether equilibrium exists between supply and demand for natural
gas.

(b) PUBLIC CoxsrN.-In preparing each report required under
section () the Department of Energy shall provide an oppor-

tunity for p u comment with respect to matters required under sub-
section (a) to be included in such report.

TITLE 11-INCREMENTAL PRICING

SEC. 201. INDUSTRIAL BOILER FUEL USE.
(a) IN GNERAL.-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 provide for the
passthrough, in accordawe with the provisions of this title, of the Costs
Of =au gas which are-

(1) described in section 903; and



() incurred by any interstate pipeline.
(b) INITIAL APPLLCATO.-The requirements of the rule under this

section shall aZwi 'th respect to the boiler fuel use of natural gas by
any, indus- W r fuel facility.

(a) DErNmTION.-For purposes of this section-
(1) INDUSTRIAL BOILER FUEL PAOILITY.-The term industriala

boiler fuel facility" means any industrial facility, as defined
the Commission which uses natural gas as a boiler fuel and wohKc
is not exempt under section 2906.

(B) BOILER FUEL sa.-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.

(a) IN GrnAz.-
(1) CoMMISSION uLr--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 901 de-
signed to provide for the paasthrM h, in accordance with the
provisions of this title, of the costs of natural gas which are--

$A) described in section 203; and
(B i incurred by any ters8tate pipeline.

(j) EeaTIVEN--Te amendment required by this section,
any amendment to the rule under section 201 which is ap-

plicable to facilities to which the amendment reuired by this
section applies (other than a technical or clerical amendment),
shall take effect only as provided under subsection (o).

(b) EXPANDE D APPLICA .- The requirements of the rule under
section 01, as amended under subsection (a), shall apply with respect
to the industrial use of natural gas( as defined by te Com0mssion in
such ule), including boiler fuel use of natural gas (as defined in se-
Nion W 0())

b --b
(I) any u~trl boiler fuel facility (a defined in section 201
() any industry facility which it within a category defined

by 0 bommission in ouch amendment as subject t eunder to
the requirements of such rule which i not exempt under section
206.

(C) CONGRESSIONAL Ervz, w.-
(1) IN onrrsaa.-Any amendment, the effectiveness of which

is subject to this subsection, shall take effect beginning with the
first month which begins more than S0 days after the first 30calendar days of co.tinuous session of Cagrass determinedd in
accordance with section 507(b) ) after a copy of such amendment
has bee submited to each House of the Congress or on such kater
date, not more than 90 day. thereaf tar, as may be provided in such
amendment unless, durig suh 30 day period of continuous session

of Con grs, eith. Rouse heo on gre adopts a resolution of
disaroval described in section 507(c) (3) with respect to su

(8) AUTHOeTY IN THE EVENT OF CONGRESSIONAL DISAPPROVAL.-
(A) Avruoarr ro rsuar.-lf either House of the



Congress adopts a reolution of disapproval with respect to
the amendment required under subsection (a) (or any amend-
ment proposed and submitted under this sub paragraph), the
Commission may thereafter submit to each House of the Con-
g.es8 an amendment, satisfying the requirements of Subsec-
tions (a) ad (b), which amendment shall take effect as
provided under paragraph (1). o

(B) LIMITATON.-T authority of subparagraph (A)
may not be exercised-

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

(iiT later than £ years after the date of the adoption of
any resolution of disapproval described in section 507 ()
(3) with respect to the amendment required under sib-
section (a).

SRC. 202. ACQUISITION COSTS SUBJECT TO PASSTHROUGH.

(a) IN GENERAL.-The following costs shall be subject to the pass-
through requirements of the rule prescribed under section 201 (inAoud-
ing any amendment under section 202):

(1) NEw NATURAL ats.-In the case of new natural gas (as de-
fined in section 102(c)), any portion of the first sale acuisiton
cost of such natural gas which exceeds the incremental pricing
threshold applicable for the month in which the delivery of such
natural gas occurs.

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

3) New, ONSHORE PRODvoTION WELL GA.-In the case of natu-
r gas produce from any new, onshore production well (as
defined in section 103(c) ), any ortion of the first sale acIsIt*n
aot of such natural gas whih exceeds the increment pricing
threshold applicable for the month in which the delivery of such
natural gas occurs.

(4) LNG iMPORTn.-ubject 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
liquefied when acquired) which exceeds the incremental pricing
threshold applicable for the month in which such liquefednatural
gas enters the United States.

(5) NATURAL GAS (OTHER THAN LNG) rmPoRr.-Subject to
section 207, in the case of natural gas (other than liquefied natural
ga) imported into the United States, any portion of the first sale
acquisition cost of such imported natural gas which exceeds the
maximum lawful price, per million Btu's, computed under section
102 (relating to new natural gas) for the month in which such
natural gas enters the United States, without regard to section 110.



(6) STRIPPER WELL NATURAL GA-In the case of stripper well
natural gas (as defined in section 108(b) ), any portion of the first
sale acquiuiton cost of such natural gas which exceeds the maxi-
mum lawful price, per million Btu'a, computed under section 102
(relating to new natural gas) for the month in which the deliveryof suh natural gas occurs, int host regard to setion 110.

(7) HGH-cosT NATORAL GA.-In the case of high-coat naturalgas (as defined in section 107(c) ), any portion of the first sale at>
quisttion cost of suck natura gas which exceeds 130 percnt of the
amount the COmmissian determines represents-

(A) the weighted average per barrel cost of Number 2.
fuel oil landed in the greater New York Oily metropolitanarea, dur1ngn appropriate period peeing the month dur-
ing which delivery of such natural gas occur divided by

(B) a lieu conversion factor of 5.8 million tub's per barre.
(8) ALAsKa NATURAL GAS TRANSPORTATION RYSTAM.-If the caseOf natural gpoduced from the Prwlkoe Bay Unit a/Alaskaand

transported ugh the natural gas transportation system ap

proved under the Alaska Natural Gas Transportation Act ol
1976- (A) 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 prwce, per million Btu'scomputed under section 109 (relating to other categories of
natural gas) for the onn in which delivery of sue natural

gas occurs, without regard to section 110; and(B) any amount paid to any person (other than the pro-
ducer of suck natural gas or an affiliate of suck producer)

for, or attributable to, any compressing, gathering, process-ng, treating, liqefying, or transporting suck natural gas, or
pay sindlar serve provided with respect to suck natural gas,
befo the delivery of such natural gas to suck system.

(9) INCiREA ED SlATE SEVERANCE TAXES.-(A) INCREASES INCLUDED.-Any portion of the cost of nat-
ural gas at any first sale attributable to any increase in ta

a mou t of State severance ta.xes (as defi ned in sectionllO0(c))which results from a provision of State law enacted on or
after December 1,1977.

(B) CERTAIN CHANGES ALLOWED IN METHOD OF OMPUTl
TAX-Subparagrapk (A ) shall not apply to any increase in
State severance tawes reultiig from a change in the methodof computation of suck tax by reason of any provision of

State law enactd on or after Decemher 1, 1977, if-(i) as of the elective date of such change in method
of computation, suck increase does not result in an
crease stevice ofisuch tax, rese d as atretge
of the weighted average first sae prc of natural gas
reduced n such Stae, above the percentage of suck av-

erage first sale price which such tany constituted on the
dau befof e suck evfective date; and

(wi ) suc frovion o/ law iseua y applicable todono-
ural gas produced in such State and delivered ineaeri



state commerce and to natural gas produced in such State
and not so delivered.

(C) DETERMINATION OF AVERAGE PRIE.-The price to be
used in determining the we' hted average first sale prie for
purposes of clause (i) shallbe the price paid at the first sale
which is used by suek State in administering such tam (or an
impd value, if the State uses an event other than a first
8 in administering such tax).

(10) PURCHASES UNDER SECTION s,..-In the case of any sale of
natural gas authorized under section 311, any portion of any
amount paid, per million Btu's, in the acquisition of such natural
gas in any sue sale which exceeds the incremental pricing thresh-
old applicable for the month in which such acquisition occurs.

(11) SURCHARGES PAID TO OTHER PIPELINES.-Th amount of any
surcharge (described in section 204 (c) (3) ) paid by any interstate
pipeline for natural gas acquired by such pipeline from another
interstate pipeline.

(b) FIRST SALE ACQUISITION COSTS.-
(1) GENERAL RTuLE.-For purposes of this section, the first sale

acquisition cost of natural gas is--
(A) the price paid per million Btu's, in any first sale of

such natural gas, in W case of any natural gas produced in
the United States and acquired in such first sale; end

(B) the price paid for such natural gas, per million Btu'8,
at the point of entry to the United States, in the case of nat-
ural gas or liquefied natural gas imported into the United
States.

Any amount of State severance taxes paid at any first sale shall
not be included under subparagraph (A) orSB).

(2) I T TRSTATE PIPELINE PROD UCoN.-JFor purposes of this
section, in the case of any natural gas produced by any interstate
pipeline or any affliate of such pipeline, the first sale acquisition
cost of such natural gas shall be determined in accordance with
rudes prescribed by the Commission.

(c) INCREMENTAL PRICING TUaESHOLD.-For purposes of this sec-
tion, the incremental p threshold applicable for any month
shall be--

S1) $1.48 per million Btu's, in the case of March 1978; and
B) in the case of any month thereafter, the amount, per mdl-

Zi*n Btu'e, determined under this subsection for the preceding
month multiplied by the monthly equivalent of the annual infi-
tion adroment factor (as defined in section 101 (a)) applicable

(d) CLASlIc =ItON To BE BASED ON PROVISIONS UNDER WHw
SaE PRICE Is DErutNpE.-In the case of natural gas which is de-
8rtbed in more than one paragraph o paragraphs throughh (8) of
subsection (a), the Cormisnona *l, by rle, prescribe the method
for determining under which such paragraph the first sale acquisition
costs of such natural gas shall be subject to the pasthrough require-
ments of this title, based upon the classification of such natural gas
under which the price of such natural gas is determined under title L



SEC. 2N. METHOD OF PASSTHROUGH.
(a) ESTABLISHMENT OF INCcREmNTAL PRzCING Accovsr.-The rule

909 to suc l rue) alproind that any interstate pipelie object to
s uch rule shall establish and maintain an incrementalprcing account
( hereinafter in tis title referred to as the "acont").

"do Accousr.-The 'ule reired under section P01

(I any amendment uder section to suck rl) shell pro-t'ide that any oasts subject to the passthrou$ requirements of this titl6
under section 903 (and anay carrying charges permitted by the Com-
mission) shall be credited to the account of such pipeline. Amounts
80 creditd may not be allocated to the rates and charges of suck pipe-line emept to tent roided under this section.

(a) RIquhlnaNT FOR Diaror PATSRUouG.-
(1) he VERL.-The rule rerued uder section BO,ni O1 dud-

in any asme t under section 208 to u ckh rule) s be de-
signed to provide th a any amun inaney interstate pipeline's
account M ill be passed toroug, in accordan e with a method re-
s80 i bed under paragraph (), by e an of a surcharge determined
in accordance with a method recrbed under rhieapi (3).

(1) SURCHRG PASTCHAro uG.-TThe rule required unde section
in1 (i6wlud' any amend under section 2 o h) shal beovide-

(A) that any surcharge c aaed under paragraph (3)
may not be ipaosed byzany interstate pipelie eoept in
accordance with a metd prescribed under subparagraph

(A) one or more mAethod or - heoruig uc s urcharge on

the rates and charges of suck pipelctine pliable to any vo-
ume of natural gas delched, during the calendpar period in-

'volued,f or industrial use to any incr.ement ally "pricedindus-trilm facilities served directly by suck interse ppeine an
to irncee italmlt pre industrial (aciies subinrectly
through any other interstate in.la or any local distrini
Bion corpan .

(3) Rueci~ac.-
(A ) CALCULATION OF SURCHARGE .--- yect tO subpara-g e) and (e), the outof any surcharge n

by any intesate pipeline under this abection on diverol
of natural gas during the calendar perd ooved shall be
based on the dolWri a mo nt in suc pipeline's account t the

betnns of such period and on the voluame of nat.ral gastril drectdmly or indirectly by suh re ip ring such

trwe inmustrall facilit or iaus ritl use rwit such. a-t
juatments as the onmmisio determines necessary to arry

out the purposes of this title.(B) LINATON OR REDUCTION OF SURCHARGE AppLIoABLEa
TO A A)CIlTY.-TAe rule under section 90 1 (ild. any

aendmntuer~t sietioneO tsc rue)shalln privene

or more methods which have the efect of elinating or re
dbaing the o o the suharge detereined under stt-
paragraph (A ) to be passed the under npatral (g)



with ,spect to volumes of natural gas to be delivered direct ly
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 Btu'8, paid for such volune.
of natural gas by that incrementally priced industrial facil-
ity to exceed the appropriate alternative fuel cost.

(C) INCREASE IN GENERAL SURCHARGE TO REFLECT AN AD-

JUSTMENT UNDER SUBPARAGRAPH (B).-The rule under section
£01 includingg any amendment under seetion 209 to such
rule) shall provide one or more methods by which, in any
case in which the surcharge is eliminated or reduced wider
sub ragray. (B) with respect to certain deliveries of nat-
ural gas, the interstate pipeline involved 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
so passed through if the elimination or reduction under sub-
paragraph (B) had not occurred.

(D) ExcrPToN.-The methods prescribed under subpara-
graphs (B) and (0) need not require-

(t) elimination or reduction under subparagraph (B)
of tIh surcharge with respect to any speoifc d Lieries
of natural gas; or

(ii) th increase under subparagraph (0) of the sur-
charge generally applicable due to any adjustment under
subparagraph (B),

if the Commission determines that to do so would be ii-
practiable or unnecessary 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 passthroug, reguirementa
of this title 'under section 203 or otherwise directly incurs an
other cost subject to such requirements under section 203( a) (8
(B), (9), or (10), such local ditribution company shall, witi

respect to the natural gas ivotved, be treated for purposes of
thi title as if it were an interstate pipeline.

(5) PIPELINES AND LOCAL DISTRIBUTION COMPANIES WITH MORE
THAN ONE SOURCE OF NATURAL GAs.-The rule under section 901
(including any amendment under section 2,02 to such rule) shall
prescribe one or more methods for determining, for purposes of
paragraph (2) (B) and paragraph (3) (A), the volume of nat-
ural gas delivered indirectly by any interstate pipeline to any
incrementally priced industrial facility through any other iter-
state pipeline or local distribution company for purposes of ap-
pymagsecton (d) (3).

(d) DE8ucTIoNs FROM ACCoUNT.-
(11. IN oENERAL.-Amount8 passed through by any interstate

pipeline by means of ant surcharge under this section shall be
deducted from suck pipeline's account.



(B,) NoRMAL ALLOCATION TO OCCUR WHERE BTU EQUIVALENCY Is
REACHED FOR ALL FACILiTIES SERVED BY A PiPELIN.-In any case
in which the rates and charges to incrementally priced industrial
facilities for natural gas deliverer, directly or indirectly, by any
interstate pipeline for industrial use to incrementally priced in.

t facilities subject to the rule required under section 201
(indurdinnn amendment under section 202 to suck rule), are
not less thanhe appropriate alternative fuel cost, such rule shall
prescribe one or more methods by whick amounts in excess of that
reasonably necessary to maintain suck rates and charge. appli-
cable to such industrial facilities at the appropriate artrnative
fuel cost may be deducted from such pipeline'. account and may
be allocated to the rates and charges 01 such interstate pipeline
in any manner which would be permitted in the absence of this
title.

(e) DEr INATlON OF ALTIRNATzV FUEL Cor.-
(1) IN GENERAL.-Ezoept as provided in paragraph (2), the

appropriate alternative fuel cost for any region (as designated
by the Com=ision) shall be the price, per million Btu's, for
Number 2 fuel oil determined by the Commission to be paid in
such. region by industrial users of such fuel.

(8) rDUCTION OF APPROPRIATE ALTERNATIVE FUEL COST AL-
LowED.-The Comrission may, by rule or order, reduce the ap-
propriate alternative fuel cost--

(A) for any category of incrementally priced industrial
facilities, subject to the rule required under section £01 (in-
cuding any amendment under section £2 to such rule)
located within any region and served by the same interstatepipelne; or

(2) or any specific incrementally priced industrial facil-
ty whih i subject to such requirements and which is located

in any region;
to an amount not lower that the price, per million Btu's, for
Number 6 fuel oil determined by the Com mission to be paid in
such region by industrial users of such fuel, if and to the extent
the C&omission determines, after an opportunity for written and
oral presentation of views, data, and arguments, that such re-
duction is necessary to prevent increases in the rates and charges
to reidential, small commercial, and other high-priority users
of natural gas w ioh would result from a reallocation of costs
caused by the conversion of suck industrial facit or facilities
from natural gas to other fuels, which conversion is likely to occur
if the Zevoel of the appropirate alternative fuel cost were not 80
reduced.

(f) DrETERMINATION OF APPROPRIATE ACCOUNTINo P oO.-The rule
required to be prescribed in section 801 shall specify the appropriate
calendar Periods used for purposes of such rule (including any aiend-
ment under section 202 to such rule).

(g) INCREmENrALLY PRCED INDUSrRIAL FACILIrY AFl v.-Foft
pyuo of this section, the term incrementallyy rc industrial
facility" means any industrial facility subject to the requirements of
the :ul under section 201 (including any amendment under sect iot
202 to such rule).



(A) INDUSTRIAL Ust DEPzNED.-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 BO1(c) (B) ) and
any other use defld, by ruZe by the Commission a an industrial use.

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

(a) GENERAL RULE.-Any surcharge under this title, paid by any
lal distribution company with respect to natural gas which i in-
directly delivered by any interstate pipeline to incrementally priced
industrial facilities which are served by such local distribution con-
pany, shalt be directly passed through to such industrial facilities.

(b) PR oHBmToN ON OFFsEmTNG MoD TIrlONs IN RATES AND
CnARos.-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
brought under section 504(b) (3), determines that aucA modification
has the effect of creating any offset in the rates wnd charges for natural
gas ap cable to any itwrementaly priced industrial facility served
y suh company, for the amount o 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.

(c) SPECIAL ENFORCEMENT AUrTHoRTY OF ATTORNEY GENERAL.-
In addition to such enforcement authority as may be available to the
Commission or any person, the Attorney General may enforce the
reqwrement8 of this subsection in accord ance with the provinons of
section 504 (b) (3).

(d) PREEMPTION OF STATE OR LOCAL 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 pasathrough
of any surcharge under this title or prevent the application of the
requirements of this section.

(e) STATE CoMmIssIoN DEFnNe.-For the purposes of this subsec-
tion, the term "State commision" means the State, political subdivi-
aion, or an agency of either, having jurisdiction with respect to the
rates and charges of any local distribution company.

SEC. 206. EXEMPTIONS.
(a) SMALL ExEsRTIN INDUSTRIAL BOILER FuEL UsErs.-

(1) INTERIM EXEMPTIoN.-During the period preceding the
effective date of any permanent exemption under paragraph (2),
the rule required under section 101 shall not apply 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 exceed an aver-
age of 300 Mof per day during any month of a base period deter-
mined appropriate by the Commission.

(B) PERMANENT EXEMPTION.-
(A) GENERAL BUL.-Not later than 18 months after the

date of the enactment of this Act, the Commission shall
prescribe and make effective a rule providing, for the exemp-



tino of any small industrial boiler fuel facility from the rule
required under section 201 (in uding any amendment under
section 2O2 to such rule).

(B) DEnNmTo.-For purposes of this paragraph, the
term "small industrial boiler fuel facility" means any in.
dustrial boiler fuel facility in existence 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-

)300 Mcf ; or
(ii) such average daily rate of use during a month of

peak use as the Commission determines in such rule
necessary to assure that the volne of natural gas eeti.
mated by the Commission to have been used for boiler
fuel during calendar year 1977 by favilities which are
exempted under this paragraph does not exceed 6 per-
cent of the total volume of natural gas estimated by the
Conrission to have been used for boiler fuel transported
by interstate pipelines and used during calendar year
1977 as a boiler fuel.

(b) AGRICULTURAL UsaeRs OF NATURAL GA.-
(1) INTERIM Exsp2roz.-During the period preceding the

effective date of any permanent exemption under paragraph (),
the rule prescribed under section 201 shall not apply to any facility
to the extent of any agricultural use of natural gas.

(2) Ezrm roN BY RUL.-Not later titan 18 months after the
date of the enactment of this Act, the Cormnmisuion 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-
tural use of natural gas for which the Commission determines that
an alternative fuel or feedstock is not-

( A) economically practicable; or
B) reasonably available.

(3) AGRICULTURAL USE DEFlNED.-FOr pU-eos of this subsec-
tion, the term agriculturall use", when used with respect to natural
gas, mean the use of natural gas to the extent such use is-

(A) for agricultural production, natural ber production,
natural fiber processing, food processing, food quality main-

tenaceirrgaton umpngor crop drying; or
(B) as a process fuel or feedstock in the production of

fertilizer, agr ral chemals, animal feed, or food.
(c) Sc ooLs, HoSPITALS, AND OErAN OrER FACILrs.-The rule

under section 201 (including any amendment to such rule under sec-
tion ROE) shall not apply to-

(1) any schol,hapit or other similar institution;
(2) the generation of electricity by any electric utility; or
(3) to the extent provided by the Commission by rule, anyrivn cogenerator (as defined in section 3(78) (B) of the
ederi Power Act, as amended by the Public Utility Regulatory

Policies Act of 1978).



(d) OTEsR ExEMPTIoNs.-
(1) IN GENERAL.-The Commission may, by rule or order, pro-vie for the exemption, in whole or in part, of any other inre-

mentally priced industrial facility or category thereof from the
rule prescribed under section £01 (including any amendment
under section 202 to such rule).

(2) CONGRESSIONAL REVJEw.-Any rule which provides for any
exemption under this subsection may take effect after the expira-
tion of the first 30 calendar days of continuou session of Congress
(determined in accordance with section 507(b)) after a copy of
such rule has been submitted to each House of the Congress, unless,
during such 30 day period of continuous session of Congress, either
House of the Congress adopts a resolution of disapproval de-
soribed in section 507(c) (3), with respect to such rule.

SEC. 207. TREATMENT OF CERTAIN IMPORTS.
(a) CGRTAIN LNG IawoRrs.-Eoept to the extent of a determina-

tion otherwise under subsection (c) (1), the provisions of sectw n
203(a) (4) shall not a ply to the pa8sthrough of the first sale acquisi-
tion costs of I* natural gas (or natural gas vaporwed from
liquefled natural gas ) imported into the United States if-

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

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

(3) in 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 Commnission, 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.

(b) CERTAIN NATURAL GAS IMPORTS (OTHER THAN ING).-Subject
to subsection (0) (2), the provisions of section 203(a) (5) shall only
apply to the pasthrough of the first sale acquisition costs of Voume8
of natural gas (other than liquefied natural gas) imported into the
United States which exceeds both--

(1) the maximum delivery obligations, for the month in which
such delive"yof such natural gas occurs, which is specified in
contracts enter d into on or before May 1,1978, and in effect when
such delivery occurs; and

(t) the volume of natural gas imported into the United States
by the interstate pipeline involved during any corresponding
period (determined appropriate by the Commission) of calendar
year 1977.

(c) AUTHORITY WITH RESPECT T0 INREMENTAL PRICING OF NATURAL
GAS OR LNG IMPORTS.-

(1) LNG nRoars.-Subsectwn (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
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of Energy or the Commission, in accordance with the assignment
of functions under the Department of Energy Organization Act,
determines that the prmovisioh of section 203(a) (4) Shall apply
with respect to such liquefied natural gas imports.

(2) NATURAL OAS IMPORTS (OTHER THAN LNG) .- The provisions
of sections 203 (a) (5) shall apply to the passthrough of the first
sale acqusitwn 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 involved during any corresponding period (de-
termined appropriate by the Commission) of calendar year 1977
if, in connection with the granting of any authority under 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 transported 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 incurred 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 tras-
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 Ill-ADDITIONAL AUTHORITIES AND

REQUIREMENTS

SUBTITLE A-EMERGENCY AUTHORITY

SEC. 301. DECLARATION OF EMERGENCY.
(a) PRESIDENTIAL DECLARA TION.-The President may declare a nat-

ural gas supply emergency (or extend a previously declared emer-
gency) if he finds that-

(1) a severe natural gas shortage, endangering the supply of
natural gas for kigh-priority uses, exists or is immtnent in the
United States or in any region thereof; and

(2) the exercise of authorities under section 302 or section 303
is reasonably necessary, hawing exhausted other alternatwe8 to
the maximum extent practicab , to assist in meeting natural gas
requirements for such high-priority uses.

(b) LUIITArToN.-
(1) EXPIRATION.-A ny declaration of a natural gas sUpply

emergency (or extension thereof) under subsection (a) , shal ter-

iniate at the earlier of-



(A) the date on which the President ftnds 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).

(2) EXrnEsouNs.-Nothing in this subsection shall prohibit the
President from extending, under subsection (a), any emergency
(or extension thereof), previously declared under subsection (a),
upon the expiration of such declaration of emergency (or exten-
sion thereof) under paragraph (1) (B).

SEC. 302. EMERGENCY PURCHASE AUTHORITY.
(a) PRESIDENTIAL AUTHORIZATION.-DUring any natural gas supply

emergency declared under section 301, the President may, by rde or
order, authorize any interstate p pipeline or local distribution company
served by any interstate pipeline to contract, upon such terms and
cas the President deterMines to be appropriate (including
provision respecting fair and equitable pries), for the purchase of
emergency supplies of natural gas-

(1) from any producer of natural gas (other than a producer
who is affiliated with the purchaser, as determined by the Presi-
dent) if-

(A) such natural gas is not produced from the Outer Con-
tinenta Shelf ; and

(B) the sale or transportation of such natural gas was not
pursuant to a certificate issued under the Natural Gas Act
immediately before the date on which such contract 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 ga

(b) CoTRACT DURATIoN.-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.

(C) RELATED TRANSPORTATION AND FAceirms.-The 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.

(d) MAz1NTrANcE OF ADEQUATE REcORDs.-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 concerning transactions
under this section, including records of the VoAumes of natural gas
purchased under the authority of this section and the rates and charges
for purchase and receipt of such natural gas.



(6) SPECIAL LEz TAToN.-No sale under any emergency purchase
contract under this section for emergency supplies of natural gas for
sale and delivery from any intrastate pipeline which is operating wonder
court supem non as of January 1, 1977, may take effect ules the
court approves.
SEC. 59. EMERGENCY ALLOCATION AUTHORITY.

(a) IN G ERa.-In order to assist in meeting natural gas require-
ments for high-priority uses of natural gas during any/ natural gas
supply emergency declared under section 301, the President may, by
order, allocate supplies of natural gas under subsections (b), (c), and
(d) to-

1 any interstate pipeline;
any local distribution company-
(A) which i served by any interstate pipelie
( B) which is p&viding natural gas only for high-priority

Wses;' and(C) which ie in need of deliveries of natural gas to assist

in meeting natur gas reuirements for high-priority uses
of natural gas; and

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

(b) ALLOCATION OF CERTAIN Bonren Furn GAs.-
(1) REQUIRED FiNDJN.-The President shall not allocate sup-

plies of natural gas under this subsection unle88 he finds that-
(A) to the maximun extent practicable, emergency pur-

chase authority under section M0S has been utilized to assist
in meeting natural gas requirements for high-priority uses of
natural gas;

(B) emergency purchases of natural gas supplies under see-
tirn 30 are 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; and

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

(B) ALLOcAT ON AUrsoRIrr.-Subject to paragraph (1), in or-
der to asist in meeting natural gas repuirementa for high-priority
uses of natural gas, the President may, by order, allocate su pples
o natural gas the use of which has been prohibited by the resi-

dent puruant to authority under section 607 of the Public Utility
Regulatory Polices Act of 1978 (relating to the use of natural gas
as a boiler fuel during any natural gas supply emergency).

(c) ALLOCATION OF GENERAL PIPELINE SUPPLY.-
(1) REQUIRED PINDIOLG-The President shall not alocate sup-

plies of natural gas under this subsection unless he fin& that-
(A) to the mawimwn extent practicable, allocation of

applies of natural gas under subsection (b) has been uti-



lized to assist in meeting natural gas requirements for high-
priority uses of natural gas;

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

(C) the exercise of authority under this subsection is rea-
8onably necessary to assist in meeting natural gas req ure-
ments for such high-priority uses;

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

(E) n.h allocation will not create, for the interstate pipe-
line delivering certificated natural gas, a 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

(F) such allocation will not result in a disproportionate
8tare of deliveries and resulting curtailments of natural gas
being erperzenoed by such interstate pipeline when com-
pared to deliveries and resulting curtailments which are ew-
perienced as a result of orders issued under this subseotion
applicable to other interstate pipeline. (as determined by the
President).

(9) REQUIRRrD NOTIFICATION FROM ETAZTW-

(A) NornT'AToIN.-The President shall not allocate sup-
plies of natural gas under this subsection unless he is notified
by the Governor of any State that-

(i) a shortage of natural gas supplies available to such
State exists or is imminent;

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

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

(3) BAnBs OF FINDINo.-To the maximum etent practicable,
the Governor shall submit, together with any notification under
subparagraph ( A), inf ormation upon which he has based his find-
ing under such paragraph, including-

(i) rolwes of natural gas required to meet the natural
gas requirements for high-prority uses of natural gas in
suck State;

(ii) infor'wtion received from persons in the business of
producing, selling, transporting, or delivering natural gas in
such State as to the volumes of natural gas supplies available
to such State;

.iii) information on the authority under State law which
1 l be exercised to protect high-priority uses; and
(iv) 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 needed by such State.



(4) ALLOCATION AUTHORITY.-SUbject to paragraphs (1), (2),
and (5), in order to assist in meeting natural gas requtrements
for -priority uses of natural gas, the President may, by or-
der, allocate supplies of certificated natural gas from any inter-
state pipeline.

(6) CONSIDERATrON OF ALTERNATIVE FUEL AVALABRLITY.-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-
eris pursuant to this subsection.

(d) ALLOCATION OF USER-OwNED GAS.-
(1) REQUIRED FINDING.-The President Shall not allocate sup-

plies of natural gas under this subsection unless he finds that-
(A) to the maxinuvm extent practicable, allocation of sup-

plies of natural gas under subeection (c) hs been utilized to
assist in meeting natural gas requirements for high-prioity
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 asset in meeting natural gas require-
ments for such hiuh-prority 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 maximmn extent practcable to terminate
such deliveries and
(E) such allocation will not create, for the person who

owns and would otherwise use such natural ga, a supply
shortage which will cause suck person to be unable to sati sfy
such person's natural gas requirements for high-priority
uses.

(2) ALLOCATION AUTHORITY.-Subject to paragraphs (1) and
(3) in order to assist in meeting natural gas requirements for
higk-riority 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
FUh L.-In issuing any order under this subsection, the President
shall consider the economic feasibiZity of alternative fuels avail-
able to the user which owned the natural gas subject to wn order
under this subsection.

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

(f) INDUSTRY AssJsTANcE.-The 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) COMPENSATION.-
(1) IN oGRNARAL.-If the parties to any order issued under sub-

section (b), (c), (d), or (h) fail to agree upon the terms



of compensation for natural gas deliveries or tramportation re-
rnired 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 empemesn
incurred in deliering or transporting natural gas.

(9) CALCULATION OF COMPENSATION FOR CERTAIN BOILER FUEL
NATURAL GA.-For purposes of any supplemental order under
paragraph (1) with respect to emergency deliveries pursuant
to subsection (b), the President shall calculate the amount of
compenation-

(A) 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 compewation exced 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 upon reasonable costs, as determined by the
President.

(3) COMPENSATION FOR OTHER NATURAL GAS ALLOCAT .- For the
purpose of any supplemental order under paragraph (1), if the
party making emergency deliveries pursuant to subsection (c)
or (d)-

(A) 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 compemsation, or the Presi-
dent determines that, rotwithatanding paragraph (A) of
this subsection, any portion thereof cannot practicably be
compensated in kind, the President shall calculate the amount
of comnsation.-

(i) for supplies of natural ga, based upon the amount
required to make the pipeline and its local distribution
com panies whole, in the case of any order under subsec-
tion (c), or to make the user from whom natural gas
is allocated whole, in the case of any order under subsec-
section (d), including any amount actually paid by 8uch
pipeline and its local distribution companies or such user
for volumes or natural gas or higher cost synthetw gas
a=uired to replace natural gas subject to an order under
ubection (c) or (d) ; and

(ii) for transportation, storage, delivery, and other
services, based upon reasonable coats, as determined by

the President. 6'ompenation received by an interstate
pipeline under this subsection hall 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.(A) ELATED TRaNVSPORTaTIOw AND FACILIIA&-7'h President may,

by oder, req ure any pipelne to transport natural gas, and to construct
and operate such facilties for the transportation of natural gas, as he
dete).~nss necessary to carry out any order under subsectio (6), (c),or (d). Compensation for the coats of any construction or trans port a-



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.

p1) MoNIToN.-In order to effect the purposes of this subtitle, the
president shall monitor the operation of any order made pursant

to this section to assure that natural gas delivered pursuant to this
section is applied to high-priority uses only.

(j) COMWISsION STUDY.-Not later than June 1, 1979, the Commis-
on 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.

(k) DFFINZTION OP HffH-PRiorTY Us.-For purposes of this sec-
tion, the term "high-priority use" means any-

(1) use of natural gas in a residence;
() use of natural gas in a commercial establishment in amounts

less than 50 Mef on a peak day; or
(3) any use of natural gas the curtailment of which the Presi-

dent deternines would endanger life, health, or maintenance of
physical property.

SEC. 201. MISCELLANEOUS PROVISIONS.
(a) INFoRmArIN.-

(1) OBTAINING OF JNFORMATION.-1n order to obtain information
to carry out his authority under this subtitle, the President may-

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

(B) require any person, by general or special order, to
submit answers in writing to interrogators, 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.

(B) ENFORCEMENT OP SURPENAS AND ORDERs.-The appropriate
United States district court may, upon petition of the Attorney
General at the request of the President, 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.

(b) REotrlN OF PRICKS AND VoL uMEs.-In issuing any order under
section 302 or 303, the President shall require that the prices and
volumes of natural gas delivered, transported, 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.

(c) PRESIDENTIAL REPoRts To Corness.-The President shall report
to the Congress, not later than 90 days following the termination under
section 301 (b) of any declaration of a natural gas supply emergency
(or extension thereof) under section 301 (a), respecting the exercise of
authority under section 301,302,303, or this section.



(d) DELEGATIoN oF AUroRzTles.-The President may delegate allor any portion of. the authority granted to himn under section 801 802,
303, or this section to suck Federal offers or agencies as he deter-

mines appropriate, and may authorie such redelegation as may be
appropriate. Ea~cept with respect to section 568 of title 5 of the United
States Code, any Federal officer or agency to which authority i. dele-
gated or redelegated under this subsection shall be subject only to suchprocedural requirements respecting the ercercise of such authority asthe President would be subject to if sc authority were not 0 dele-
gated.

(e) ANTITRUST PRoTECTIONS.-
(1) Drrr~srs.-There shall be available as a defense for any

peon to civil or criminal action brought for violation of the
Fral antitrust laws (or any sila ,r law of any State) with

resevttoany action taken, or mating hdprsuant to amyod the President under section303 (b), (Cr(d) o7 (i),O
any meeting held pursuant to a request of the President u r
section 303(g),if-

(A) suck action was taken or meeting held solely for the
purpose of coin lying with the President's request or order;

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

(r) any such meeting complied with the requiremnts of

paragraph (2).
Persons interposing the defense rovided by this subsection shall
have the burden of proof, except that the burden shall be on the
person against whom the defense is asserted with respect to
whether the actions were taken for the purpose of injfuring
competition.

(B) REQUIREMENTS oP MEETINS.-Witk respect to any meeting
held pursuant to a requst by the President under section 308(g)
or pursuant to an order under 8ectwr& 303-(A) there shall be present at such meetn a full-time

Federal employee designated for such purposes by the At-
tony General;

(B) a full and complete record of such meeting shall be
taken and deposited, together with any agreements resulting
therefro, with the Attorney General, who shall make .t
available for public inspection and TradeiCorn

(C ) the Atime General and theFdrlTae m
mission shall have the opportunity to participate from the
beginig i 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 greatestextent racticable,, possible ant icompetti.e effects while

achievg substantially the purposes of section 303 and anyorder thereunder; and
(D) such other pro cedures as may be apefihd by the Presi-

dent in suck request or order shall be omyptied wit
(f) ErE ON CRsTh CoNRUA Onra'oos.-Tkere shall be

available as a defense to any action brought for breach of contract
under Federal or tate law arising out of any act or omission that such



act was taken or that such omission occurred for purposes of complying
with any order issued under section 303.

(g) PRErMPTON.-Any order issued pursuant to this title shall pre-
em t any provision of any program for the allocation, emergency

delivery, transportation, or purchase of natural gas established by any
State or local government if such program is in confict with any such
order.

SUBTITLE B--OTHER AUTHORITIES AND REQUIREMENT$

SEC. i11. AUTHORIZATION OF CERTAIN SALES AND TRANSPORTATION.
(a) CoMMissioN APPROVAL OF TANsPoRTATION.-

(1) INTERSTATE PIPELINRE&-
(A) IN GENRAL.-2'he Commission may, by rule or order,

authorize any interstate pipeline to transport -natural gas on
behalf of-

(i) any intrastate pipeline; and
(ii) any local distribution company.

(B) JUST ANID REASONABLE RATS.-ThO rates and charged
of any interstate pipeline 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.-
(A) IN OENERAL.-The Commission may, by rule or order,

authorize any intrastate pipeline to transport natural gas on
behalf of-

(i) any interstate pipeline; and
(ii) any local distribution company served by any

interstate pipeline.
(B) RATS AND CHARGES.-

(i) MAXIMUM FAIR AND EQUITABLE PRLCE.-The rates
and charges of any intrastate pipeline with respect to
any transportation authorized wonder subparagraph
(A), including any amount computed in accordance with
the rule prescribed under clause (ii), shall be fair and
equitable and may not exceed an amount which i8
reasonably comparable to the rates and charges which
interstate pipelines would be permitted to charge for
providing similar transportation service.

(ii) COMMIssION RULA.-The Commission shall, by rule,
establish the method for calculating an amount necessary
to-

( I) reasonably compensate any intrastate pipe-
line for expenses incurred by the pipeline and 0280-
ciated with the providing of any gathenng,
treatment, processing, transportation, delivery, or
similar service provided by such pipeline in con-
nection with any transportation of natural gas
authorized under subparagraph (A) ; and

(ii) provide an opportunity for.such pipeline to
earn a reasonable profit on suc serves.



(b) COMMISSION APPROVAL OF SALES.-
(1) IN GENERAL.-TAe Commission may, by rule or order, au-

thorize any intrastate pipeline to sell natural gas to--
(A) any interstate pipeline; and
(B) any local distribution company served by any inter-

State pipeline.
(5) RATES AND CHARGES.-

(A) MAXIMUM FAIR AND EQUzTABLE PRic.-The rates and
charges of any intrastate pipeline with respect to any sale
of natural gas authorized under paragraph (1) shall be fair
and equitable and may not exceed the sum of-

(i) such intrastate pipeline's weighted average acuus-
tion cost of natural gas;

(ii) an amount, computed in accordance with the rde
prescribed under subparagraph (B); and

(iii) any adjustment permitted under subparagraph(C
(B) COMMISSION RuL.-The Commission shall, by rule,

establish the method for calculating an amount necessary to-
(i) reasonably compensate any intrastate pipeline for

expenses incurred by the pipeline and associated with
the providing of any gathering, treatment processing,
transportation, or delivery service provided by uCk
pipeline in connection with any sale of natural gas au-
thorized under paragraph (1); and

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

(C) ADuJSTMr.-
(i) APPLIcAioN.-This subparagraph shall apply in

any case in which, in order to deliver any voluen of
natural gas pursuant to any sale authorized under para-
graph (1), any intrastate pipeline acquires quantities of
natural gas under any existing contract, if-

(1) such intrastate pipeline acquires any volume
of natural gas under such contract in excess of that
which such pipeline would otherwise have acquired;
and

(I1) the price paid for such additional volume of
natural gas acquired under such contract is greater
than such ipeline's weighted average acquisition
cost of natural gas, cowputed without regard to the
acquisition of such additional volume of natural
gas.

(ii) COM SSION ADJUSTMENT.-In any case to which
this subparagraph applies, the Commission shall permit
an adjustment to the maximum fair and equitable price
provided under subparagraph7 (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 incurred by such pipeline due
to any increase in such pipeline's weighted average ac-
q'iSition cost of natural gas.



(3) LIMITATwN.-
(A) Two-YEAR DURAroN.-No authorization of any sale

(or any extension thereof) under paragraph (1) may be for
a period exceeding two year8.

(B) ExrtwsON.-Any authorization of any sale under
paragraph (1), and any extension of any such authorltion
= =er this subparagraph, may be extended by the Oomrne-
sion if such extension satisfles the requirements of this
subsection.

(4) ADqEyACY OF SERVICE To INT RAsTATr cusromR.-Any sale
authorized under paragraph (1) shall be subject to interruption
to the extent that natural qas 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.

(5) PROCrDURAL REQUmRENs.-
(A) AFFIDAVIT.-Any application for authorization of any

sale under paragraph (7) s all be accompanied bil an aidavit
flied by the intrastate pipeline involved and setting forth-i) the identity of the interstate pipeline or'local dis-

tribution company involved;
(ii) each point of delivery of the natural gas from the

intrastate pipeline;
(iii) the estimated total and daily volumes of natural

gas subject to such sale;
(iv) the pIVe or prices of such volumes; and
(v) such other information as the Commission may,

by ruze, require.
(Bj VERIFICATION OF COMPLI.4 Ne.-Anij application for au-

thorization of any sale under paraqraph (1) shall be accon-
panied by a statement by the intrastate pipeline involved
verifying by oath or affrmation that such sale, if authoried,
would comply with all required ents applicable to such gale
under this ubsection and all terms and conditions established,
by n e or order, by the Comm ison and applicable to such
tale.

(6) T rNATIOrN OF SALE.-
(A) HEARIN.-Upon complaint of any interested person,

or upon the Commdsion's own motion , the Commision shall,
after aff ordin an opportunity for ora presentation of views
and arguments, terminate any sale authorized under para-
graph (1) if the Commission determines-

(i) such termination is required to enable the intra-
state pipeline involved to provide adequate sertce to the
customers of such pipeline at the time of such sale;

(ii) such sale inoolve the sale of natural gas acquired
by the intrastate pipeline involved solehl or prarily
for the purpose of resale of such natural gas pusant
to a sale authorized under paragraph (1) ;

(i*ii) such sale violates a.. requie n of this sub-
section or any terra or condition established, by ule or
order, by the Comission and applicable to such sale;
or

(iv) such sale circumvents or violates any prot4'ion
of thiG Act.



(B) SUSPENSION PENDING HEARJ .- Prior to any hearing
or determination -required under subparagraph (A), upon
complaint of any interested person or upon the Commission's
own motion, the Commission may suspend any sale authorized
under paragraph (1) if the Commission finds that it i8 likely
that the determinations described in subparagraph (A) wigi
be made following the hearing required under subparagraph

(&) DETERMINATiON.-The determination of whether any
interruption of any sale authorized under paragraph (1)
is required under subparagraph (A) (i) shall be made by
the Commission without regard to the character of the use
of natural gas by any customer of the intrastate pipeline
involved.

(D) STATE TERrENTIO.-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.

(7) DISAPPROVAL OF APPLIcArtO.-The Commission shall dis-
approve any application for authorization of any sale under para-
graph (1) if the Cnonission determines-

(A) such sale would impair the ability of the intrastate
pipeline involved 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 involve the sale of natural gas
acquired by the intrastate pipeline involved solely or
marly or the purpose of resale of such natural gas pursuant
to a sale authorized under paragraph (1);

(C) such sale would tyic any requrement of this sub-
section or any term or condition established, by rule or
order, by the Commission and applicable to suck sale; or

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

(c) TFRMS AD CoiviiTso-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) AUTHORIZATION OF AssrosvmErs.-The Commission may, by

rule or order, authorize any intrastate pipeline to assign, without co-
peneation, to any interstate pipeline or local distribution company
all or any portion of such intrastate pipeline's right to receive 8utrplla
natural gas at any first sale, upon such terms and conditions as the
Commission determines appropriate.

(b) EFFrcT OF AUTHORIZATION UNDER SUBSECTION (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).

(a) SuRpLUS NATURAL GAs.-For purposes of this section, the term
surplusue natural gas" means any natural gas-

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

(9) the first sale of which is subject to a madmue lawful price
established under title I of this Act; and

(3) which is determined, by the State agency having regula-
tory turidiction over the intrastate pipelne which would be en-



titled to receive such natural gas in the absence of an assignment
to exceed the then current demands on such pipeline for natural
gas.

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

(a) Hzos-Cosr NATURAL GALNo p i paid in any first sale of
hiwyk-ost natura gas (as defined in secton 107(c) ) may be taken into
account in appzting any indefinite price escalator clause (as defined in
section 105( 3) (B)) with ryct to any fr8t sale of any natural
gas other than highcost ,jarga8 (as dfned in section 107(c)).

(b) OT ER TRANsACTMNB.-NO price paid-
(1) in any sale authorized under section 302(a), or
(f) pursuant to any order issued under section 303 (b), (c), (d),

or (g),
may be taken into amount in applng any indeflnite price escalator
cause (as defined in section 105 (6) (3) (B)).
SEC. 311. CLAUSES PROHIBITING CERTAIN SALES, TRANSPORTATION,

AND COMMINGLING.
(a) GENERAL RULE.-Any provision of any contract for the flr8t

sale of natural gas is hereby declared against public policy and un-
enfor cable with respect to any natural gas covered by this Act if such
provision-

(1) prohibits the com?"ngling of natural gas subject to such
contract with natural gas subject to the jurisdiction of the Com-
mission under the proviaions of the Natural Gas Act;

(2) prohibits the sale of any natural gas subject to suck contract
to, or transportation of any such natural gas by, any person sub-
ject to the jurisdiotion of the Commissin under the Natural Gas
Act, or otherwise prohibits the sale or transportation in interstate
commerce (within the meaning of the Natural Gas Act) of natu-
ral gas subjeet to such contract; or

(3) terminates, or grants any party the option to termdnate,
anyi obligation under any such contract as a result of such com-
mingling, , or transportation.

(b) NATUAL GAS COVERED By Tis Ac.-For purposes of subsec-
tion (a), the term "natural gas covered by this Act" means-

(1) natural gas which is -not comnrntted 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) w' authorized under section 302(a) or 311 ) ; or
B) is pursuant to an assignment under section 312(a);

(3 natural gas, the transportation in interstate comtmeree of
which s-

(A) pursuavt to any order under section 302 (c) or section
S03(b),(c),(d) or(h);or

(B) authorized by the Comnission under section 311 (a).

SEC. 515. CONTRACT DURATON; RIGHT OF FIRST REFUSAL; FILING
OF CONTRACTS AND AGREEMENTS.

(a) CONTRACT DURATION.-
(1) GENERAL RULE.-The Commission may, by rude or order,

,specfy the minimum dunrtion of any contract (other than any



exiting contract) for the purchase of natural gas to which section
601(a) (1) (A) or (B) im av licable. In no ase may the ininiwm
contract duration speWufed under this paragraph appicable to
natural gas produced from any reservoir exceed 15 years or, if
less, the cmmercially producible life of such reservoir. The pro-
tisioa of this paragraph shall not apply to contracts of natural

gas subject to th reqtrementM of paragraph (3).
(B) NONDISCRIMINATORY APPLICATION.-

D(A) IN GENERAL.-Eocept as provided in subparagraph
(B), the Comoniss'on may not exercise the authority pro-
vided under paragraph (1) in a manner which.-

(i) provides an advantage to interstate pipelines by
diverting supplies of natural gas to interstate pipelines
and thereby denying adequate supplies of natural gas to
intrastate pipelines or

(ii) otherwise riminae between purchases by
interstate pipelines and intrastate pipelines of natural

(A) SpnozAL CueUMSTANOrs.-The Commission may vary
any requirement established under paragraph (1) with
respect to any contract by an interstate pipeline or intrastate
pipeline to the extent necessary to respond to special
cinrustanes.

(3) CONTRACTS FOR PURCHASE OF 00S NATURAL A4.-The Com-
mzisnon sall prescribe a rule which shall require that a. first sale
contract (other than any existing contract) for the purchase of
natural gas which is produced from any reservoir on the Outer
Continental Shelf and which is new natural gas (as defined in
section 109(b)) or high-cost natural gas (as defined in section 107
() (1), (8), or (4)) shall be for a duration of not less
than 15 years or, if less the eomerially producble life of the
reservoir.RIH88 comrcayprdcbeiefth

(b) OFFERS; RIGT ov FjRST REFUSAL.-
(1) APPLicAT oN.-Ths subsection shall apply with respect to

any natural gas which is committed or de cheated to interstate
commerce on the day before the date of the enactment of this Act
and which is-

(A) high-cost natural gas (as defined in section 107(c) (1),
()(3), or (4))
(B new iwural gas (as deined n section 10b(c));o r
( 1 natural gas produced from any new, onshore produc-

tion well (as defined in section 103(c)).
This subsection shall not apply to any natural gas comdtted or
dedicated to interstate commerce solely by reason of section 2 (18)
(A 92i)&FER OF SALE-The Commission shall, by rule, require

that if natural gas subject to the requiremnents of this subsection Ws
produced on or after eke first day of the first month beg'wnin
after the date of the enactment of this Act, a bona Mle offers tol
such natural gas must be made to the person who, but for the pro-
'visions of section 601 (a) (1) (B) (relating to deregulation), would
have been entitled rursuant to the comtmhent or dedication of
such natural gas to interstate commerce to receive such natural gas



if such natural gas were sold (or any successor in interest to suck
person).

(8) RIGHT O FIRST REUSAL.-The Commision shall, by rule,
require that foll-i .

(A) the operation 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 section 601(a) (1) (B (relating to deregulation),
would have been entitled pursuant to the comm rtment or
dedication of such natural gas to interstate come roe to
receive such natural gas if such natural gas were sold (or any
successor in interest to such person), or

(B) any rejection of any bona Me offer, described in para-
.rap (2), to sell natural gas subject to the requirements of
tM subsection,

such person 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
principle by another person in an arms-length transaction.

.(o) FLiNG OF CONTRACTS AND ANCILLARY AeRnEtrNrs.-The Com-
mision may, by rule or order, require any first sale purchaser of
naturalgas under a new contract, a successor to an existing contract,
or a rollover contract to file with the Commission a co py of such con-
tract? to ether with all ancillary agreements and any existing contract
applable to such natural gas.

TITLE IV-NATURAL GAS CURTAILMENT POLICIES

SEC. 401. NATURAL GAS FOR ESSENTIAL AGRICULTURAL USES.
(a) GENERAL RuL.--Not later than 190 days after the date of the

enactment of this Act, the Secretary of Energy shall prescribe and
male effective a rule, which may be amended from time to time, which

rovides that, notwithetanding any other provision of law (other than
subsection (b) ) and to the maimum extent practicable, no curtailment
plan of an interstate pipeline may provide for curtailment of deliveries
of natural gas for any essential agricultural use, unles, sch
curtailment-

(1) does not reduce the quantity of natural gas delivered for
such use below the use requirement specified in subsection (c) i or

(2). is necessary in order to meet the requirements of high-
prnortty users.

(6) Z!TILeNr.T PIoRIrr Nor APPLICABLE IF ALTERNATzv FUEL
AVA LABL.-If the Commisso%, 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 any agricultural use of natural
gas, the provisions of subsection (a) shall not apply with respect to
an Curtailment of deliveries for such use.

(c) DETEMIx rATION OF ESSENTIAL AGRICULTURAL UsE REqwU-
MENT.-ThJ Secretary of Agriulture shall certify to the Secretary of
Energy end the Commission the natural gas requirements (expressed
either as volumes ortages of use)of persons (or classes thereof)
for essential agricultural uses in order to meet the requirements of
full food and fiber productioLn



(d) AuTHORITY OF SECRETARY OF AOHuLrUBrE To INTERvEvg-The
Secretary of Agriculture may intervene as a matter or light in any
proceeding before the Commission which is conducted in connection
with plementing the requirements of the rule prescbed under
subsection (a).

(e) LIMITATLo.-The Secretary of Agriculture may not exercise any
authority under this section for the purpose of restrictAg the pro-
duction of any crop.

(f) Drn NmToNs.-For purposes of this section-
(1) ESSENTIAL AGRICULTURAL usA.-The term "essential agricul-

tural use", when used with respect to natural gas, means any use
of natur gas-

(A) or agricultural production, natural fiber production,
naurlfiber processing, food processing2 food quality main-
tenance, irrigation pu4nng, crop drying or

(B) as a process fuel or feedstock in tie production of
fertilizer, agricultural chemicals, animal feed 2 or food,.

which the Secretary of Agriculture determines M necessary for
full food and fiber production.

(B) HIGb-PRI RITY usER.-Th term "high-priority user" means
any person who-

(A) uses natural gas in a residence;
(B) uses natural gas in a commercial establishment in

amounts of les than 50 Mcf on a peak day'
(C) uses natural gas in any school, hospitaZ, or similar

institution; or
()) uses natural gas in any other use the curtailment of

which the Secretary of Energy detemnines would endanger
life, health, or maintenance of physical property.

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

(a) GENERAL RUx-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 maximum
extent practicable, no interstate pipeline may curtail 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 specifled in subsection (c);

2). is necessary in order to meet the requirements of high-
prwrity users; or

(3) 18 necessary in order to meet the requirements for essential
agricultural uses of natural gas for whick curtailment priority is
established under section 401.

(b) CuRTA L ENT PRIORITY APPLICABLr ONLY I ALTERNATE VE FuEL
Nor AVAILARLE.-Th provisions of subsection (a) shall apply with
respect to any curtailment of deliveries for any essential industrial
process or feedstock use only if the Commission deterMnes that use
oaa fuel (other than natural gas) is not economically practicable and
tfuel is reasonably available as an alternative for such use.

(c) DETERMINATION OF ESSENTIAL INDUSTRIAL USE REQUIREMENTS.-
The Secretary of Energy shall determine and certify to the Comnis-
cion the natural gas requirements (expressed either as volumes or
percentages of use) of persons (or classes thereof) for essential in-
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duatrial process and feedstock uses (other than those referred to in
section 401(f) (1) (B) ).

(d) DEPJNmrToNs.-For purposes of this aectton-
(1) EsNrTIaL INDUSTRIAL PROCESS OR FEEDSTOCK umT.-The term

"essential industrial process or feedstock use" means any se of
na tural ga8 ina an industrial proCess or a a feedstock which the

Secretary determines is essential.
(2) HtmR-PnIoRiTY vsas-7The term "high-priority user" has

the same meaning as given such term in section 401 (f) (2).
SEC. 403. ESTABLISHMENT AND IMPLEMENTATION OF PRIORITIES.

(a) ErA BLISHMENT OF PloRtnns.-The Secretary of Energy shall
press ribe the rules under sections 401 and 40 pursuant to his authority
under the Department of Energy Organization Act to establish and
re w for curtailment under the Natural Gas Act.

(b) IMPLEMENTATION oF PRnonRTIEs.-The Commision shall imple-
ment the rules prescribed under section. 401 and 40t pursuant to it
authority under the Department of Energy Organiaation Act to
establish, review, and enforce curtaitme s under the Natural Gas Act.
SEC. 404. LIMITATION ON REVOKING OR AMENDING CERTAIN PRE-1969

CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY.
(a) GENERAL RuLE-The Comminion may not, during the 10-year

period beginning on the date of the enactment of this Act, revoke or
amend any certfioate of public conueniewe and necessity issued be-
fore January 1, 1969, under section 7 o/ the Natural Ga Act for the
transportation of natural gas owned by any electric utility except
upon the application of the person to whom suck ce was issued.

(b) COMMISSION CURTAILMENT A urTHoRiT.-The mitatwion under
subsoction (a) shall not affect the authority of the Comn ision to en-
force any curtailment of deliveries of natural gas under the Natural
Gas Act.

TITLE V-ADMINISTRATION, ENFORCEMENT,
AND REVIEW

SEC. 501. GENERAL RULEMAKING AUTHORITY.
(a) IN GENERAL.-Ecept where expreasldy provided otherwise, the

Comm siom shall administer this Act. The Comonigsion, or any other
Federal'officer or agency in which any function under thi Act is
vested or delegated, is authorized to perform any and all acts (in-
oYudznq any appropriate enforcement activity),and to prescribe, isue,
amend, and rescind such rules and orders as it may find necessary or
appropriate to carry out its functions under this Act.

(b) AUTHORIT"Y TO DEFINE .TERM..-Eoept where otherwise e-
presly provide, the Commsion is autk ed to define, by de, ~a-
cotting, technical, and trade terms used in thil.Act. Any such defini-
tion shall be consistent with the definitions set forth in thi Act.

(c) DnsoAntoN OF CERAIN DEE.JVnNarTIoNs.-The ommission
may delegate to any State agency (wit.h the consent of suck ageny)

any of its functions with respect to section 105,106(b), and 109(a) (1),
n(3).

SEC. 502. ADMINISTRATIVE PROCEDURE.
(a) A. .l SraTIVE PROCEDURE Acr.-Subject to subsection (b),

the proWsins of subchapter II of chapter of title 5, United States



Code, shall apply to any rule or order issued under this Act having
the applicabilitu and effect of a rule as defined in section 551(4) of
title 5 United States Code; except that section 554 b56 and 557 of
such title 5 shall not apply to any order under such sect n 301, 309,
or 303.

(b) OPPORTUNITY FOR ORAL PRRsNrrAONs-To the maximum e0-
tent practicable, an opportunity for oral presentation of data, views,
and argument. shall re afforded with respect to any proposed rule or
order described in subsection (a) (other than an order under sect on
301, 302, or 303). To the maximum extent practicable, such oppor-
tunty shall be afforded before the effective date of such rule or order.
Such opportunity shall be afforded no later than 30 days after such
date in the case of a waiver of the entire comment period under section63(d) (3) of title 5, United State Code, and no later than 45 days

after 8wh date in ail other cases. A trmnscript shall be made of any
such oral present

(c) ADJUs .- The Commission or any other Federal officeror agency authorized to issue rules or orders described in subsection
(a) (other than an order uruder sectin 301, 302, or 303) shall, by ule,
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 estab-
lish procedures which are available to any person for the purpose of
seeking 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 reguest a review
of such denial by the officer or agency and may obtain Judicial review
in accordance with section 506 when such denial becomes ftnal. The
o/ffcer or agency shall, by rule, establish procedures, including an op-
porturnty for oral presentation of data, mews, and arguments, for con-sidering requests for adjustment under this subsection.

(d) PROCEDURES APPLICABLE FOR INCREMENTAL PnwwIo DETRMINA-
2'JONS RESPECIN IMPORTs.-NotwilthstandtnQ the preceding provi-
ston of this section, any determination made under section 207 (c)
shall be made in accordance wi~th the proceodure8 applicable to the
granting of any author y under the Natural Gas Act to import natu-ral gas or liquefied natural gas (as the case may be ).
SEC. SOa' DETERMINATIONS FOR QUALIFYING UNDER CERTAIN CATE -

GORIES OF NATURAL GAS.
(a) GENERA RUL.-(1) DRTERINATION.-If any State or Federal agency makes

any final determination which it is authorized to mace under sub-
section ( ) for purposes of__

( A) applying the definition of new natural gas under sec-
tion 10O2(ce);i.(B) deciding if certain natural gas produced from the
Outer Contintental Shelf quoifies under section 102(d) forthe new natural gas eit roe;

(C) applying the deintion of new, onshore production
welI under secto 103(c);

( D) applying the definition of high-coat natural gas under
sectan lO ( A) ; or



(E) a.pph ng the definition, of stripper well natural gas
inaaer section 108(b);

such determination sall be applicable wder ti Act for such
purposes unless such determination is reversed under the provi-
awn of subsection (b) or unles such State or Federal agency has

waiedtt8 authority under the poision. of sub section (c).
(B) Torwero ConmmioN.- ny Federal or State agency mak-

ng a determination under paragraph (1) shall provide timely
notice in writing of such determination to the Commson. such
note shall in cude such substantiation aind be in such a manner
as the Comwismion may, by rule, require.

(b) COmMiSSIoN RsvIEw.-
(1) AvTHoxzTY TO REVIEW AND REVERS.-The Com.mision shall

reverse any final State or Federal agency determination described
in ubection (a) if-

(A) it makes a finding that such determination is not 8up-
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 Commission received notice of such determination under
subsection (a) () and the find suck finding i8 made within
120 days after the date of the preliminary finding.

(9) REMAND ON BASIS OF COMMISSION INPORMA TION.If-
(A) the (ommision finds that a State or Federal agency

determination is not consistent with information contained
in the public records of the CommBsion, and which is not
part of the record upon which suck determination was made;
and

(B) suck preliminary finding and notice thereof under
paragraph (3) it made within 46 days after the date on which
the Commission received notice of suck determination under
subsection (a) (B) and the final such finding i made within

it 120 days after the date of the preliminary finding,
it may remand the matter to such State or Federal agency for
consideration o such information. If such agency, after consid-

eration of the information transmitted to it by the Comission,
a:[ i s previous determination, such determination, as so a/-i 1 be subject to review in accordance with this sbsee-

tion (other than thi paragraph).
(3) NorTc-The Commismion shall provide notice of any pro-

posed finding under this subsection to the State or Federal agency
which made such determination and those parties identified in
the notice to the Comemsion of such determ'nation.

(4) JUCIAL REVIEW OF COMMISSION ACTIONS.-
(A) RUIArvDS-Any party identified in the notice to the

Comnswion of a determnatwn by a State or Federal agency
may obtain review of any final decision by the Commigswion
to remand under paragraph (2) in the United States Court
of A a78 for any circuit in which such party is located or
has 48 principal place of business, or in the United States
Cout of Appeals for the District of Columbia circuit. The

court shall revene any such dec iom if it finds sw
dec&ion w arbitnrr or capricious.



(B) FNDING.-Ay person aggrieved or adversely af-
fected by a final finding of the Commission under paragraph
(1) may within 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 involved in such detern.ina-
tion is located or has its prinpa place of business, or in the
United States Court of Appeals for the District of Columbia
circuit. The reviewing court shall reverse any such finding
of the Commission if the State or Federal agency determina-
tion involved is supported by substantial evidence.

(c) SrArE AUTHORITY.-
(1) GENERAL RULE.-A Federal or State agency hawing regula-

tory jurisdiction with respect to the production of natural gas is
authorized to make determinations referred to in subsection (a).

() WAIVER.-
(A) IN GENERAL.-Any Federal or State agency may, in

whole or in part, waive its authority to make determinations
referred to in subject n (a) (1) by entering into an agree-
ment in accordance with su paragraph (B). If such agency
executes such a waiver, the Commission a hal, consistent with
the agreement, make the determinations which would other-
wise be made by such Federal or State agency until the
earlier of-

(t) the expiration of the period specified in the
agreement; or

(ii) the date such agency transmits to the Commission
written notice that it terminates such waiver and
assumes the authority to make determinations referred
to in subseeton (a).(1).

Any waiver, or termination of any waiver, 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 waiver or
revocation is made.

(B) AGREEMENTs.-Any waiver under subparagraph (A)
may be made only by a written agreement between the
Federal or State agency involved and the Commission. Any
such agreement shall set forth the terms and conditions ap-
plicable to such waiver.

(3) PROCEDURES APPLARar.-Determinatiwns of a Federal or
State agency referred to in subsection (a) (1) shall be made in
accordance with the procedures general applicable to such
agency for the making of suc determinations or comparable de-
terminations under the provisions of Federal or State law, as the
case may be, pursuant to which they exercise their regulatory
jurisdition. 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) JUDICIAL nRvirw.-Any such determination referred to in
subsection (a) (1) made in accordance with procedures described
in paragraph (3) shall not be subject to judieal review under



an. Federal or State law except as provided wnder subsection

(d) EFErT OF DETERMiNArZO.-For purposes of this Act--
(1) GENERAL RULE.-Any final determination referred to ;,

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 binding _With res ect to such natural gas. The preceding
sentence 8 a y to any final determinatum-

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

(B) if there was omitted a statement of material fact
necessary im order to make the statemoats 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 Commision in renewing such
determination.

(B) APPLICATION O TiTLE xs.-Any untrue statement or omis-
n of matial fact to a Federal or State agency upon which the
Comarusion relied shall be deemed to be statement or entry undersection 1001 of title 18, Unted State. Code.

Se NrR M OOLLACTLoN OF MA Mul LA WFL P ,.-SECTION1 109 PRIE.

(A) E~E RL RE.Effectie begiz~nng on the first day
of the first month beginnng after the date of the enactment
of this Act, a seller of natural gas which i produced from a
new well may, in accordance with subparagraph (B), charge
and collect the appropriate maimrm lawful price under sec-
tion 109 for any #rst Rae of nch natural gas.

(B) ItpJRE ETs.-A seller may charge and make col-
lections under subparagraph (A ) only in accordance with the
fllowi requirements:

(i SWORN sTATEMrsT.-Before any such collection is
mte, 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
son statement that such natural gas is produced from a
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.

(ii) PETITION FOR DETERMINATION.-Withn 90 days
after the date of the enactment of this Act the seller fleg a
petition to suck Federal or State agency for a determina-
tion under this section.

(iii) YoLECTION suBJEcT To R FuD.-Any such collec-
tion made by the seller pending a determination under
this section shall be collected subject to an condition of
refund, with interest, in the event it is determined by
such Federal or State agency that the applicable max-



mum lawful price is lower than that provided under sec-
tion 109.

(B) ALTERNATE INTERIM COLLECTION AUTHORITY.--
(A) GENERAL RUiz-Promptly after the date of the enact-

ment of th8 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
lawfud price uwnr title I for which a petition is filed for a
determination under this section in any case in. which such
price exceeds the appropriate mamimm lawful price under
section 109.

(B) COLLECTION SUBJECT TO REFuvD.-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 accordanee
with the rule under subparagraph (A) , unless it is determined
under this Act that the applicable maximum lawful price is
equal to or greater than that collected. In addition, such seller
shall comply with such requirements as the Commission shall
preadribe in the applicab rule or order to provide adequate
assurance that funds, to the extent attributable to a prie in
excess of the appropriate maximum law ul price under title I
are available in the event of such refwct.

(3) COLLECTION AFTER INITIAL DETERMINATION.-
(A) GENERAL RULE.-Effective beginning 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 maximum lawful price applicable under such deter
mination.

(B) REQuRErMNrs.-A seller may charge and make col-
lection under subparagraph (A) if such collection is sub-
ject to conditions prescribed by the Commnission to assure re-
fund, with interest, in the erent it is determined under this
Act that the applicable maximum lawful price is lower than
that provided under section 109.

SEC. 504. ENFORCEMENT.
(a) GENERAL RULE.-It shall be unlawful for any person-

(1) to sell natural gas at a first sale price in excess of any appli-
cable maximum lawful price under this Act; or

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

(b) CIVIL ENFORCEMENT.-
(1) IN GENERAL.-Except 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 constitutes
or will constitute a violation of any provision of this Act, or of
any rule or order thereunder, the Com'mission may brinq an action
in the District Court of the United States for the District of Co-



lmbia or any other appropriate district court of the United States
to enjoin such act or practice and to enforce compliance with thisAct, or any rule or order there-under.

(B) ENFoRCEMNT oF EMERGENCY oRER.-Whenever it a pearsto the President that any person has engaged, is engaged, or is
about to engage in acts or practices constituting a violatwon of any

order under section 30 or an order or supplemental order issued
under section 303, the Preszdenat may bring a civil action in any
appropriate district court of the United States to enjoin suck actsor practwes.

(3) ENFORCEMENT OF iNCREMENTAL PRICIN.-TAC Secretary, theCommission, or, on the request of the Secretar of Energy or the
Commission, the Attorney General may institute a civil action for
injunctive or other equitable relief as may be appropriate to asure
complance wilth the provisions of seotton £05 requiring the poas-through of surcharge. paid under setton £04 by any localdistribution comvpay with respect to natural gas delivered to
incrementally priced industrial facilities served by suck corn pany.Suck action may be instituted in any district court of the United
States in the State in which suck local distribution cornp any con-dt8 business or in the District Court of the United States for
the Diestict of Coluabia.(4) RELIxF AVALARs.--In any action under paragraph (1),(B), or (3), the court shall, upon a proper showing, issue a tem-orary rstining order or prelimnarg or permanent injunctionwithout bond. In any such action, the court may also issue a
mandatory injuction cormaSding any person to ecmply with
any aplicable provisin of law, rule, or order, or ordering .suc~hother ga or equitable relief as the court determine. appropriate,iorluding refund or titutio(5) CRIMIoNALr FINRRAE.-lThe COmmissi may transmit suchComidence as may be available concerrng a y cts or ZttCe8 Con-
stituting any possible violations of. the Federal antitrust 1aw8, tothe Attorney General, who may institute approp iate crinoal

(6)(JmPNLTE-(A) Lv EAoRA.-Any person who knowingly violates anyprovision of this Act, or any provision of any rule or order
under tgih Act, shall be subject to--

(i) except as prov~idedl in clause (ii) a civil penalty,which the Coisipon may assess, of not more than$5,000 for any one violation; n d
(4i) a civil penalty, which the President may assess, ofnot more than $5OO0, in the case of any violation of anorder nder sexton 309 or an order r supplemental order

under section 303.(B) DE iNToN or K 'owmao.-For purposes of sub para-graph ( A), the tert "knowing" means the having of--
()actual k nowledge;_or(ii) the constrctie knowledgedeemed to be possessby a. reasonable individual who acts under similar

ma natr.nct



(C) EACH DAY SEPARATE VFOLAT ON.-For purposes of this
paragraph, in the case of a continuing violation, each day of
violation shall constitute a separate violation.

(D) STATUTE OF LlMITATION.-No person shall be subject
to any civil 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 (E). 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 violator 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 aeguiesced to by, the violator with respect to such acts
or ornuanma not misleading in light of circumstances under
such statement was made.

(E) AsSESSED aY CommassoN.-Before assessing any civil
penalty uader this paragraph, the Comonission shall provide
to such person notice of the proposed penalty. Following re-
ceipt of notice of the proposed penalty by such person, the
Commission shall, by order assess such penalty.

(F) JUDICIAL REvIEW.-1'f the civil penalty has not been
paid within 60 calendar days after the assessment order has
been made under subparagraph (E), the Commnission shall
institute an action in the appropriate district court of the
United States for an order aflriing the assessment of the
civil penalty. The court shall have authority to review de
novo the law and the facts involved, and shall have jurisdiO-
tion to enter a judgment enforcing, modifying, and enforo-
ing as 80 modified, or setting aside in whoe or part, such
assessment.

(a) CRIMINAL PENALTIES.-
(1) VIOLAToNS oF Ac.-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
£0) both such fln and such imprisonment.

(2) ViOLATION OF RULES OR ORDERS GENERALLY.-Except 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 order of the Com:ision assessing a civil
penalty under subsection (b) (4) (E)), shall be subject to a fine
of not more than $500 for each violation.

(3) VIOLATIONS OF EMERGENCY oRDER.-Any person who know-
ingly and willfully violates an order under section 302 or an
order or supplemental order under section 303 shall be fined not
more than $50,00 for eaoh violation.

(4) EACH DAY SEPARATE VIOLA TJON.-For purposes of this sub-
section, each day of violation shall constitute a separate violation.

(5) DEFINIT ON OF KNoWNGLY.-For purposes of this subsec-
tion, the term "knowingly", when used with respect to any act
or om smn by any person, means such person-



(A) had actuaZ knowledge; or
had constructive knowledge deemed to be possesed

by a reasonable individual who acts under similar
csrcumstancee.

SEC. 505. INTERVENTION.
(a) AUToRITY To INTEREvN.-

(1) INrERvENTIoN As MA TTER oF RmHT.-The Secretary of Ener-
gy may intervene as a matter of right in any proceeding relating
to the prorationing of, or other lmitati upon, natural gas

oduction which is conducted by any State agency having regu-
risdction over the production of natau gas.

(B) NFORCsENT OP RIGT TO INTExRYEN.-T he Secretary may
bring an action in any appropriate court of the United States to
enforce his right to intervene under paragraph (1).

(8) Aooes To INFORMA ToN.-As an inter nenor i a proceeding
described in subsection (a), the Secretary shall hove access to
information available to other parties to the proceeding if such
information is relevant to the issues to which his participation in
such proceeding relates. Luch information may be obtained
through reasonable rules relating to discovery of information
prescribed by the State agency.

(b) A cons To STA TE Comvr-
(1) Rrvnzw iN STAT: coueTs.-The Secretary may obtain re-

view of any deterfmination made in any proceeding described in
subsection (a) (1 in the appropriate State court if the Secretary
intervened or oterwise participated in the original proceeding
or if State law otherwise permits such review.

(B) PARTICIPATION AS AMICUS CURIA.-In addition to his au-
thoity to obtain review under paragraph (1), the Secretary may
also participate an amiows curiae in any judicial review of any
proceeding described in subsection (a) (1).

SEC. 506. JUDICIAL REVIEW.
(a) ORDERS.-

(1) IN OENERAL.-The provision of this subsection shol apply
to judicial review oj any order, within the meaning oj section
5 1 (6) of title 5 United States Code (other than an order assess-

a civil penalty under section 504()) or any order u er
section 302 or any order under section 303) ied uner this Act
and to any final agency action under this Act required to be made
on the record after an opportunity for an agency hearing.

(8) RsHA NG.-Any person aggrieved by any order issued
by the Commission in a proceeding under this Act to which suck
person is a party may apply for a rehearing within 30 days after
the issuance of such order. Any application for reheating shall
set forth the sr t ground upon tkk suck applicationi based.
Upon the faiing o suck applicaion, the Commson may grant or
deny the requested rehearing or modify the original order with-
out further hearing. Unless the Commission acts upon smch ap-
plication for rehearing within 30 days after it ws fled, such
application shall be deemed to have been denied. No person may
brng an action under this section to obtain judicial review of any
order of the Commission unsi-



(A) such person shall have made application to the Com-
mission for a rehearing under this subsection; and

(B) the Commission shall he finally acted with respect
to such application.

For purposes of this section, if the Commission fail to act with-
in 80 days aftsr the filing of such application, such failure
to act shall be deemed final agency action with respect to such
application.

(3) AVrtHoMrY To MomY oRDERs.-At any time before the fl-
ing of the record of a proceeding in a United States Court of
Appeals, pursuant to paragraph (4), the Commission may, after
providing notice it determines reasonable and proper, modify or
set aside, in whole or in part, any order issued under the pro-
visions of this Act.

(4) JUDICIAL REvzJw.-Any person who is a party to a proceed-
ing under this Act aggrieved by any inal order issued by the
Commission in such proceeding may obtain review of such order
in 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 Appeals for
the District of Columbia circuit. Review 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 of such
petition shall forthwuith be transmitted by the clerk of such court
to any member of the Commission and thereupon the Commission
shall file with the court the record upon which the order corm-
plained of was entered, as provided in section £11 of title £8,
United States Code. Upon the filing of such petition such court
shall have jurisdiction, which upon the filing of the record with
it shall be elusive, to affrm, modify or set aside such order in
whole or in part. No objection to suck order of the Commission
shall be considered by te court if such objection was not urged
before the Comemi n in the application for rehearing unlessthere was reasonable ground for te failure to do 80. The finding
of the Com ini as to the fats, if supported by substantial

evidence, shall be conclusiv e. 1/ any party shall a apply to the
court for leave to adue additional evoidence, and shall show to
the satifaction of the court that such additional evoidence is ma-
terial and that there were reasonable grounds for failure to ad-
duce such evoidence in the proceedings before the Conuim O n, the
court ayorder such additional evidence to be taken before the
Comorusston and to be adduced upon the hearig in such manner
and upon such terms and conditions as the court deems p roper.
The Commission may modify its findings as to the facts by rea-
son of the additional evidence so taken, and shall file 'wth the
court such modified or new fildirgs, which if supported b sub-

stan~tiG] evidence, shall be conclusive. The Cornsnison shall also
file with the court its recoroendationu, if any, for the modification
or setting aside of the original order. The udgme and decree of
the court, a-lrmdnq, modifying, or setting asie, in whle or in
part, any such order of the Comoison, shoal be ytnai subject to



review by the Supreme Court of the United States upon certiorari
or certi as provided in section 1254 of title £8, UnitedStae Oode.

(5) ORDERs REMMN EFFEcrv.-The filing of an application for
rehearing under paragraph (2) shall not, unless speciflcally
ordered by the Commission, operate as a stay of the ComR dmio'8
order. The comMenement of proceedings under paragraph (4)
shall not, unless specifIcally ordered by the court, operate as a
stay of the Comvdaion's order.

(b) REVIw OF RULES AND ORoras.-Ezcept as provided in sub-
sections (a) and (a), judicial review of any rule or order, within
the mewtng of secttan 551(4) of title 5, United States Code, issued
under this Act may be obtained in the United States Court of Appeals
for .any appropriate crcuit pursuant to the provision of chapter 7
of title 5, United States Code, except that the second sentence of sec-
tion 705 thereof 

ohall 
nota

(o) JUD AL R Ivzxw OF MERoENCY Onvns.-Ecept with respect
to enforment of orders or sb penas under section 304(a), the Tem-porary Emergency Court of A appeals, established pursuant to section
)11(b ) ofthe Economi Stabi Act of 1970, as amended, shall

have ewoctuive original uredition to re'viev all civil cases a con-
roversies uner section 301, 30 or 303, including any order issued,

or other action taken, under such section. The Temporary Emergency

Court of Appeals shall1 have ezolusive jurisdictin of all appeals from
the district courts of the United States in cases and controversies
ariig under section 304(a) (2); such appeals shall be taken by the

filing of a notice e of appeal witk the Temporary Emergency Court of
Appeal. within thirty days after the entry of judgment by the district
court. Pror to a al ".dgme , no court shall have urisdietion to

grt any inuntise relief to stay or defer the icmplementatin of any

orer issued, or action taken, under section 301,30, or 303.

(d) JUDIzAL Rxvrw or Czr rn l'CREA'NTAL Pzwi~o DrRsu-
tA TOri-N otwit hthand ng the precedin provisions of this section,
any final determination made under section 3)sp( c) shall be subect to

judicial review in accodane with the provisions of the Natural Gas
Act applicable to judicial review of a final determination re pet-

ing the grant or denial of any auth to import natural gas or

lig:ufed natural gas.

SEC. 07. CONGRESSIONAL REVIEW.
( a) APPLICATIO.-ThiJ sectiona applies with respect to-

(1) any disapproval by concurrent resolution of a Presidential
oomaxmum lawful prices under section 1is;

(N any congressional resmpotin by concurrent resolution of
marina m lawful prices under section 12; and

(3) any reowltion of disapproval relating to incremental pr-

in under section a0(c) or r06(e) (t).

(1) DETERMIINAgTION OF UALENDAR DAYS OF CO~NfUOUs SrsO#.-in tennrant calendar dany of cortiss esttn for prses

of provisin of this Act providing for disaproval under ga.

(asectio*-Thsscto apis ih epctt-

(1) continuity of session is broken on4 by an adjournment of

Congress siue die; and



(B) the days on which either House is not in session because
of an adjournment of more than 3 days to a day certain are ex-
cluded in the computation of the 30-calendar-day period involved.

If both Houses are not in session on tht. day any a'zmittal subject to
disapproval 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 receive 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.

(c) RESoLurzoN.-For purposes of this section, and sections 129,
meB, and 206-

(1) CONCURRENT RESOLUTION DISAPPROVING REIMPOSITION OF PRICE
Az'LmGs-The term "concurrent resolution of disapproval", when

used with respect to reimposition of m iawum lawful pces
under section 122(c) (1), means a resolution the matter after
the resolving clause of which is as follows: "That the Congreys
does not approve of the reimposition of maximum lawful prices
forfirst sales of natural gas under section 120(c) (1) of the Natural
Gas Policy Act of 1978 pursuant to the transmittal by the
President to the Congress on -------- ,-- 19_.", the blank spaces
being filled with the appropriate date.

() CONCURRENT RESOLUTION EFFECTING REIMPOSITION OF PRICE
CKILe.-The term "concurrent resolution", when used with re-
spect to reimposition of max imum lawful prices under section
122(c) (9), means a resolution the matter after the resolving
clause of which is as follows: "'hat the Oongress favors reim-
position of maximum lawful prices for first sales of natural gas
as provided for under section 122 (c) (2) of the Natural Gas Policy
Act of 1978.".

(3) RESOLUTION OF DISAPPROVAL OF INCREMENTAL PRICING AC-
TION.-Te term "resolution of disapproval", when used with re-
spect to incremental prcg 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 ---------. ' , the first blank being filled with the House in
which such resolution is introduced, t second blank space being
filled with the section under which proposed rule was issued, and
the following blank spaces being filled with the appropriate date.
For purposes of this paragraph, the term rulel" means any ruZe
or any amendment thereto (other than a teohtnica or clerical
amendment).

(d) ExPEDIr PRooEURE.-
(1) CONGRESSIONAL RUg MAKING POWR.-Th48 subsection is en-

acted by Congress-
(A) as an exercise of the rulemaking power of the Senate

and the House of Representatives, respectively, and as such
it is deemed a part of the rules of each Howe, respectively,
but applicable only with respect to the procedure to be. fol-
lowed in that House in the case of resolutions describedby



paragraph (2B) of this subsection; and it supersedes other
rules only to the extent that it is inconsistent therewith; and

(B) with full recognition of the constitutional rig ht 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
to the same extent as in the case of any other rul of the
House.

(2) REFXRRAL.-A resolution described by paragraph (2) once
introduced with respect to any submittal shall immediately be
referred to a committee (and all resolutions with respect to the
same submittal shall be referred to the same committee) by the
President of the Senate or the Speaker of the House of Repre-
sentatives, as the case may be.

(8) Dz8ARkE.-
(A) IN OENERAL.-If the committee to which a resolution

with respect to a submittaZ 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 discare 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 has been referred to the
committee.

(B) MowONs.-A motion to discharge may be made only
by an individual favoring the resolution, shall be highly priv-
ileged (except that it may not be made after the committee
has reported a resolution with respect to the same submittal)
and debate thereon shall be limited to not more than one hour,
to be divided equally between those favoring and those op-
posing the resolution. An amendment to the motion shall not
le in 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) RENEWAL.-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-
mittal.

(4) FooR CoNsIERATION.-
(A) MOTION TO CONSIDER.-Whf the committee 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 prevms motion to the same effect. has been dis-
agreed to) to move to prooeed to the consideration of the reso-
lution. The motion shall be highly privieged and shall not
be debatable. An amendment to the motion shall not be in
order, and it shall not be in order to move to reconsider the
vote by wh the motion was agreed to or disagreed to.

(B) DAB AND CONSIDERATION.-Debate on the resoltion
referred toi u aaraph (A) of this p ra graph. shall be
limited to not moi than 10 hours, whi'A shall be dinded
equally between those favoring a.nd those opposing such reso-
lution. A motion further to limit debate shall not be debat-
able. An amendment to, or motion to recommit, the resolution
shall not be in order, and it shall not be in order to move to



reconsider the vote by which such resolution was agreed to
or disagreed to.

(6) DETERMINATION ON MOTIONS.-
(A) MOTIONS TO POSTPONE OR TO PROCEED TO OTHER BUSI-

NES.-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) APPEALS FROM THE DECISION OF THE cHAJ.-Appea
from the decision of Me 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 sll
be decided without debate.

(7) SUUBSEQUENT ACTON.-Notwithstanding any of the provi-
sios of this subsection, if a House has approved 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 64 5oF THE DEPARTMENT OF ENERGY ORGANIZATION ACo.-

Section 645 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 Aecretary has under this section."

(b) SECTION 301(a) OF THE DEPARTMENT OF ENERGY ORGANIZATION
Ar.-In order to obtain information for the purpose bf carrying out
its functions under this Act, the ComMss4ion shall have the same au-
thority as is vested in the Secretary under section 301(a) of the
Department of Energy Organization Act with respect to the exerciseof authority under section 11 (b ) of the Energy Supply and Enroiron-

mental Coordination Act of 1974 ad sectors 13 (b5, (), and (d) of
the Federal Energy Administration Act of 1974

TITLE VI-COORDINATION WITH NATURAL GAS ACT;
MISCELLANEOUS PROVISIONS

SEC. 601. COORDINATION WITH THE NATURAL GAS ACT.
(a) JURIDICTrON OF THE COMMISSION UNDER THE NATURAL GAS Ao.-

(1) SALEs.-
(A) NATURAL GAS NOT COMMITTED OR DEDICATED.-For 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 of this Act, the provisions of the Natural Gas Act and
the *uridiction of the Commission under such Act shall not
appy to natural gas which was not committed 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) COMMITTED OR DEDICATED NATURAL aA.-Effective be-
ginning 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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jumisdiction of the Commission under such Act shall not apply
solely by reason of any flrt sale of natural gas which is com-
mitted or dedicated to interstate commerce as of the day before
the date of the enactment of this Act and which is--

(i) high-coat natural gas (as defined in section 107(c)
(1),1 (5),9 (S) ,or (4) ofthisAct) -

(ii) new natural gas (as dfi4 d in section 102(c) of
this Act); or

(iii) natural gas produced from any new, onshore
production well (as defnedinsection03(c) of this Act).

(C) vrRORzAD SALES OR AssNMENTS .- For purposes of
section 1(b) of the Natural Gas Act, the provisions of the
Natural Gas Act and the jurisdiction of the Commission
under such Act shall not apply by reason of any sale of
natural gas-

( i) authorized under section 302 (a) or 311 (b) ; or
(ii) pursuant to any assignment authorized under

section 312 (a).
(D) NATURAL-OA cOMpANY F.-For purposes of the Natural

Gas Act, the term "natural-ga. 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
Commission do not apply to such sale solely by reason of sub-
paragraph (A ), (B), or (C) of this paragraph.

(A ) Ar,"jAv NATURAL GAS-Subparagraph (B) (ii) and
(iii) shall not apply with respect to natural gas produced
from the Prudkoe Bay Unit of Alaska and transported
through the transportation system approved under the Alaska
Natural Gas Transportation Act of 1976.

(B) TRANSPORTATON.-
(A) JURISDICTION OF THE ConlssIo.-For purposes of

section 1(b) of the Natural Gas Act, the provisions of such
Act and jurisdiction of the Commision under such Act shall

aply to an transportation in interstate corerce of
natural gas if sue transportation is--

(i) pursuant to any order under section 302 (c) or sec-
tion 30(b),I (), I(d), or (A) of this Act; or
(ii) auth by the Commission under section

311(a) of this Act.
(B) NATURBAL-AS COMPANY.-For purposes of the Natural

Gas Act, the term "natural-gas company" (as defied in sec-
tion 2(6) of such Act) shall not include any person by reason
of, or wth respect to, any transportation of.natural gas if the
provision, of the Natural Gas Act and the jurisdiction of the
Commiwion under the Natural Gas Act do not apply to such
transportation by reason of subparagraph (A) of this
paragraph.

(b) CHAR.GES gDnrrn. JUST AND REASONAL.-
(1) SALE.-

(A) FR&T SALE.-Subject to paragraph (4), for purposes
of Sections 4 and 5 of the Natwurl Gas Act, any amount paid



in any first sale of natural gas shall be deemed to be just and
reasonable if-

(i) such amount does not exceed the applicable maxi-
mum lawful price established under title I of this Act; or

( ii) there 1s no applicable maximum l awful price sole-
4y by reason of the eimination of price controls pursuant
to subtitle B of title l of this Act.

(B) EMEROEUWY SAL;A'.-Fr purposes of sections 4 and
5 of the Natural Gas Act, any amount paid in any sale
authorized under section 302(a) shall be deemed to be just
and reasonable if such amount does not exceed the fair and
equitable price established under such section and applicable
to such sale.

(C) SALES BY INTRASTArE PiPELrN.-For purposes Of sea-
tios 4 and 5 of the Natural Gas Act, any amount paid in
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 trice established by the
nomtedsionr and applicable to e e sale. b

(D) ASSLG MENT.-For purposes of sections 4 and 5 of
the Natural Gas Act, any amount paid pursuant to the terms
of any contract with respect to that portion of which the
Commission has authorized an assignment authorized under
section 312(a) shall be deemed to be just and reasonable if
such amount does not exceed the applicable maximum lawful
price established under title I of this Act.

(E) AFFILIATE ENTITIES LIMJTAIzoN.-For purposes of
paragraph (1), in the case of a'ny first sale between any in-
terstate pipeline and any affiliate of such pipeline, any
amount paid in any first sale shall be deemed to be just and
reasonable if, in addition to satisfying the requirement of
such paragraph, such amount does not exceed the amount
paid in comparable first sales between persons not afliated
with8uch interstate pipeline.

(5) OTHER CHAROES.-
(A) ALLOOATION.-FoT purpose. of sections 4 and 5 of the

Natural Gas Act, any amount paid by any interstate pipeline
for transportation, storage, delivery or other services pro-
vided pu uant to any order under section 303 (b), (c), or
(d) of this Act hall be deemed to be just and reasonable if
such amount is prescribed by the President under section
303(h) (1).

(B) TRANSPORTATION.-For purposes of section 4 and 5
of the Natural Gas Act, any amount paid by any interstate
pipeline for any transportation 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 CoMnmision under such section.

(a) GUARANTEED PAssTHRoUo.-
(1) CERTIFICATE MAY NOT BE DENIED BASED UPON PRIor.-The

Comuisrion may not deny, or condition the grant of, any certificate
under section 7 of the Natural Gas Act based upon the amount
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paid in any sale of naturazlgas, if such amount is deemed to be
just and reasonable under section (b) of this sectioL

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

(A) under subsection (b) of this section, such amount i8
deemed to be just and reasonable for purposes of section 4
and 5 of such Act, and

(B) such recovery is not inconsistent with any requirc-
ment of any rule under section £01 (including any amend-
ment under section 20£2),

except 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) AUTHORITY To PRESCRIBE LOWER AlMA i LAWFUL PRI(J. .-

Nothing in this Act shall affect the authority of any State to estabi lh
or enforce any maximum. lawful price for the frst sale of natural gas
produced in such State which does not emceed the applica le maxiw urn
lawful price, if any, under title I of this Act.

(b) COMMON CARRIRs.-No person shall be subject to regulation as
a common carrier under any provision of Federal or State la,1, by
reason of any transportation-

(1) pursuant to any order under section 302(c) or section 303
(b), (c), (d), or (i) of this Act; or

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

And the House agree to the same.
inrx M. JACKSON€,

F ANK CHURCH,
FwYD K. HASKELL,
DALE BUMPERS,
WEN-DELL H. FORD,
SPARK M. MATSUNAGA,
MARK 0. HATFIELD,
JA ES A. McCLuRE,
PEE V. DoENIrci,

Managers on the Part of the Senate.
HAMBY W. STAGGERS,
THOMAS L. ASHLEY,
AL ULLMAN,
RICHARD BOLLING,
THom-s S. FOLEY,
JoaN D. DiNGEU.,
PAUL D. ROGERS,
BOB EcKxAm vr,
PHILIp R. SHARP,
CHARLES WIsoN,
DAN ROSTENKOWSKI,
JAMES C. CoXiAN,
CHARLES B. RANGEL,

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, Florida, and for
other purposes, submit the following joint statement to the I-louse
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 passed 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 Iouse 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 National 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 gas which was related to the average
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 pipeline companies. It would 'have required these
increases to be paid by low-priority users until the delivered price of
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natural gas to these users reached equivalency with the cost of sub-
stitute fuels at the burner-tip.

The House passed 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 Gas 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 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 p rice ceilings were established
in 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. It also extended certain provisions
of the Emergency Natural Gas Act of 1977. and amended the Natural
Gas Act to limit 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 gas, and 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.

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 pricing 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-



ig 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 gag

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
commingled with natural gas meeting the requirements of the
definition.
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 is any well from which natural gas was produced in commercial
quantities at any time after January 1, 1970 and before April 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
is 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 it produced in commercial quantities before
April 20,1977. A well which qualifies as a new well because the surface



drilling 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 definition. 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
given 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.
Existing 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.
Succe88or to an editing 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 b3 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



jurisdiction asserted by the Commission under -the Natural Gas Act.
For example, participation by an intrastate pipeline in a transaction
pursuant to Federal Power Commission Order No. 533 involves it in
interstate 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
participate in Order No. 533 or similar transactions do not become
interstate pipelines solely by virtue of such participation.
Conwntted or dedicated to interstate commerce

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 naturalgas 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.

The 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;
(3) 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 to explore for, develop, produce, or sell such natural
gas; and

(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 (3) 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
31,1978). 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



reason of the action of any person and neither that person (or any
successor in 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-
Sion of a lesehold, such other person is not to be considered a succes-
sor in interest, and thus the natural gas would not be considered com-
mitted or dedicated, unless the gas is also sold in interstate commerce
(within the meaning of the Natural Gas Act) for resale on May 31,
1978.

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
is 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 definition does not create
new freestanding obligations or expand the jurisdiction of the Com-
mission under the Natural Gas Act.

TITLE I-WELLHEAD PRICING

SumrTiu A-WE.LHEAD PRICE CONTROLS

INFLATION ADJUSTMENT; OTHER GENERAL PRICE CEILING RULES

SECTION 101(a). 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 York 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



for the Gross National Product expressed as an annual rate, as pub-
lished by the Department of Comunerce, 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-
pose 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 calendar quarter after enactment of this Act the
preliminary estimate for the second preceding quarter will be used.
However, because the preliminary estimate for the preceding quarter
will generally be published more than seven days prior to the be
ning of the second month of any calendar quarter, that estimate Wlfbe
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 price 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 ofincrease in the GNP



implicit price deflator by about 0.2 percentage points. Because the
CPI 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 m lieu of the GNP implicft
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
required 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-
prilate 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
category under which production from a given well qualifies, he must
app y 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 permits.

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



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 factor 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 PRmCE MR NEW NATURAL GAS AND CERTAIN NATURAL GAS
PRODUCED FROM OUTER CONTINENTAL sRHXLF

SECTION 102(a). 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
from a given well (see sec. 101(b) (4) (B)) or according to contract
date.

To obtain the price applicable to all deliveries made during any
given month, the price applicable during the immediately preceding



month is multiplied by the monthly equivalent of the new gas price
escalator described in see. 102 (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

Houe proviion
The House passed bill allowed the statutory ceiling price to in-

crease over time at a rate equal to the rate of increase in 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 that 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. Ft 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 enual 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 April 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:

p.=P._, GNP +1.002+GF) (1)

(100

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
quarter; 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



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 change 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 is 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
change 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 based 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 arebased on the most recently published revisions of
GNP implicit price deflator data available as of August 1, 1978, which
is 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 ------------------------------------------------- $2. 014
September 1, 1978 ----------------------------------------------- 2.086
October 1, 1978 --------------------------------------- 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) (6)).

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
April 20,1977) which is:

1) 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.



Sewle pr&viio*n
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 Outer Continental Shelf leases; and
S2) 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

(3) 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 apply to sub-
merged acreage which has been or is subject to a lease, if 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



measured for the purpose of qualifying under (1) or (2) above (see
see. 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 see. 102(c)(3))

The conference agreement excludes "behind-the-pipe" natural gas
(under sec. 102(c) (1)(C) (ii)) and "withheld" natural gas (under
sec. 102(c) (1) (C) (ii)) 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 producing 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 could have 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 specifically 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-
inercially producible natural gas are:



(1) the results of a production test described in OCS Order
No. 4; or

(2) any production capability evidence described in OCS Order
No. 4; or

(3) 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, i969).
. For the purpose of determining the existence of natural gas in pay-
mg 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 perornued 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 NEW9 ONSHORE PRODUCTION WELS

SECTION 108(a). APPLICATION; AND

SECTION 108(b). MAXIMUM LAWFUL PRICU

This section of the conference agreement provides a special ceiling
price schedule for natural gas production 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 produc-
tion wells provided -by the conference agreement is $1.75/MMBtu's
beginning in April, 1977. That initial ceiling price increases monthly
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.)



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.

Per MMBtt's
August 1, 1978 -------------------------------------------------- $1. 930
September 1, 1978 -------------------------------------- 1.945
October 1, 1978 --------------------------------------- 1.961

As of January 1, 1985, ceiling prices are removed for natural gas
which was not committed or dedicated 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 through June 30, 1987 or the last date on
which price controls remain in effect if price controls are reimposed
pursuant to sec. 122.

SECTION 103(c). DEFINITION OF NEW, ONSHORE PRODUCTION WELL

A new onshore production well is defined as any new well-
(1) the surface drilling of which began on or after February 19,

1977; and
(2) which satisfies applicable Federal or State well-spacing

requirements; 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 front which such
natural gas is produced; and

(C) applicable to a 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 efficiently 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 By Unit does not qualify
f or the ceiling pice established by this section.

The conference agreement delegates the authority to make deter-
minations required under this section. See sec. 503.
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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 addresses
ceiling prices for sales under existing interstate contracts by conform-
ng 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 GNP 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 p rice escalator clauses and indefinite price escalator clauses is
limited to the rate of the inflation adjustment until the price equals
the new gas price.



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
mthe 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 MMBtu's, the ceiling prices for such gas are removed pur-
suant to sec. 121 (a) (3), 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
is higher than $1.00 per MMBtu's so that the contract price may not
exceed the new gas ceiling price as of January 1, 1985, adjusted by the
monthly equivalent of the annual inflation adjustment factor, plus 3.0
percentage points. This limitation applies to natural gas which is
deregulated solely as a result of qualifying 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 (h), 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 would 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,
including 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.



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 106. CEILING PRICE FOR SALES UNDER ROLLOVER CONTRACTS

Home 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.
Sen te proviion

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 gas is 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 is 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 (see.
106(b)). Provision is 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 isentered into they may receive the rollover pnice.

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
gas price to be bound by the ceiling price terms of this section unless
the rollover contract itself so provides.

If a contract that was an intrastate contract as of the date of enact-
ment rolls over in a mainer 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 applied.



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 MMBtu'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
of 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 550/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 540 per
million Btu's escalated with inflation for interstate rollover contracts.
However, if the just and reasonable rate applicable to the expiring
contract was greater than the price that represents 540 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
expiring contract.

The measure of inflation used for escalation of prices under this
section is the monthly equivalent of the annual inflation 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 Commission authorized a higher
price as necessary 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



(2) in excess of the Btu related price (for new natural gas)
if the contract price under the expiring contract was greater 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 proVisio

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 greaterr
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 determiningicreases in the ceiling price is the same
as that provided for new onshore production wells and interstate roll-over sales.

The conference agreement provides a 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 ltate
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 i 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.



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 higher 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 condition
as present extraordinary risks or costs.
Senate pr&vwon

The Senate passed bill gave the Commission authority to authorize
a price in excess of either the interim ceiling price, or the national
ceiling 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 Federal lands. The operation of the new
natural 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 agreemen

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
produced from Devonian shale; and natural gas determined by
Commission to be produced under such other conditions as prest
extraordinary risks or costs. The first four categories of high cost
natural gas are deregulated upon the effective date of the first incre-
mental pricing rule. See sec. 121. Pending such deregulation, the con-
ference agreement provides an interim ceiling price, which shall be
equal to the new natural gas ceiling price, 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 permeabiity
including Western tight sand formations; or natural gas produced
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.



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, anddo 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
qualifying as high cost gas under sec. 107(c). The Commission may
determine 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
deregulated upon the effective date of the first incremental pricing
rule.

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 if 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-
parable adjustment" to be construed broadly. It is meant to include any
device 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 MMB tu's. The
ceiling price is allowed to increase at the monthly equivalent of the
annual 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 tat 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 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.

Per MMBtu'M
August 1, 1978 ---------------------------- -------------- $2. 158
September 1, 1978 -------------------------------------------------- 2.181
October 1, 1978 ----------------------------------------------- 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



that the appropriate state or Federal regulatory body with author-
ity to make determinations under see. 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 minimia 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.
Some 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 reasonable rate in
effect on April 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 gas sold under a new
contract was initially established at $1.45 per MMBtu's.

In all cases, the House passed legislation allowed the ceiling price
to increase according to an inflation adjustment based upon the GNP
deflator.



Senate prvion
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 ceiling prices 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 previously been determined by the Com-
mission to be just and reasonable.
Conference agreement

This section applies to-
(1) natural ggprduced from any new well not otherwise

qualifying for atgher ceiling price; and(2) natural gas committed or dedicated to interstate commercefor which a just and reasonable rate was not in effect under theNatural Gas Act; and
(3) natural gas w as not committed or dedicated to inter-state commerce and which was not subject to an existing contract;
(4) natural gas produced from the Prudhoe Bay Unit on the

Nrth Slope of Alaska and transported through the transporta-tion system approved under the Alaska Natural Gas Transporta-
tion Act of 1 976; and(5) any natural gas which is not covered by any maximum
lawful price under any other section of this subtit e.

In determining whether a "just and reasonable" price ceiling has
been established under the Natural Gas Act, the conferees do notintend to require that a certificate has been issued with respect to that

gand

gaThe conference agreement establishes an initial ceiling p rice of $1.45per MMBtu's for natural gas produced from wells which qualify
under the categories of this section. The inflation factor to be appliedto such production is the same as that provided for new onshore pro-duction wells and rollover contracts which is equal to the monthlyequivalent of the annual inflation adjustment factor. (See sec. 103 fora 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 SEYERANCE TAXES AND OTHER
SIMILAR PRODUCTION-RELATED COSTSAll ceiling prices under this Act are exclusive of State severancetaxes born by the seller and any adjustment which may be allowedby the Commission for specified production related costs.



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
levied 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 imposed 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 Tnrbe et at v. J.
Gregory, Merrion and Robert L. Bayle88 (78-1154, 10th Cir.) and
Jicar ila 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 adjustments to al 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.

SUBTITLE B-DECONTROL OF CERTAIN NATURAL GAS PRuCES

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

House provision
The House passed bill did not contain any termination of the ceiling

prices established pursuant to the legislation.
Senate proviion

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.



Conferwe 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.

New natural gas (under sec. 102) is deregulated effective January
1, 1985.

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 date 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 gas 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
per 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 gas (under sec. 107(c)(1-4)) are
deregulated on the effective date of the first incremental pricing rule
(required by see. 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 reixpose 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.

The conference agreement requires the President to transmit his
decision to reimpose price controls to the Speaker of the House of



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-
gressional 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 max-
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 suchwells 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 reimposed for the full 18 month period on all cate-
gories described in this section.

SECMON 123. RFPORT TO CONGRESS

The Senate passed bill required the Commission to study explora-
tion, production, sale, trans portation, distribution and consumption of
natural gas. It also required the Commission to make an annual ide-
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 pnces, supplies and demand, and the
competitive conditions andmarket 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 gas markets at
the time of the reports, and/or whether that balance is expected to
exist in the future.



The conference agreement requires the Department of Energy to
provide an opportunity for pubhc comment during preparation or the
reports.

TITLE II-INCREMENTAL PRICING

Howe povkina-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 of the legislation) to low pri-.
ority users. Low priority users were defined as any user of natural gas
other than residential users and small commercial users using less than
50 thousand cubic feet of natural gas on 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.

it 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 spring to a low priority
user would end when the price of natural gas to the user reached the
Btu equivalency with the reasonable cost o 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 intr-
state and intrastate pipelines and to local ditribution compares
served by interstate or intrastate pipelines.
Senate provisins-In ge er al

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, ag.ricultural1 users, food proc-
essing users and food packaging users until the price of natural gas tolow priority users (all other users) equaled the reasonable cost of sub-
stitute fuel oil.

The legislation required the Commission to report annually to theCongress 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. . ..

The requirements of the Senate passed legislation applied only tointerstate pielines and not to intrastate pipelines or to local distnbu-

tion companies.
Sonlerence agreementi-In genero

The conference agreement requires the Commission to prescribe a
rule for implementing incremental pricing. Each pipelinerwould be
required under the rule to place certain portions of its acquisition costs
of natural gas ito a special incremental pricing account for pass-
through to incrementally priced users.



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 in 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 equivalency price, those users would not
receive any further incremental pricing surcharge, except to maintain
those users at the Btu equivalent price. Once allincrementally 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 covered 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 recognize 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 anse.

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



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.

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.

Tb6 Commissxon 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 Stateregulations may already provide some form of incremental pricing

wich 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 i the first calendar period begiming 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. 203) are passed through
to other industrial facilities using natural gas. The application of the
provisions of the amendment will be limited to industrial facilities
erved by an interstate pipeline, and those served by a local distribu-

tin company that is servedby an interstate pipeline.
The section provides a Congressional review mechanism, by whih

either the Senate or the House of Representatives may adopt a reaol-
tion of disapproval of any amendment proposed by the Commission
under this section The amendment will take effect only if not disap-



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-
son may submit additional proposals Authority to submit proposals
extends for a 2-year period beginning 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 see. 20.

SEC. 203. ACQUISITION COSTS SUBJEr 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-
&) new natural gas;
b) rollovers into the interstate system of previously intrastate

natural gas;
c) production from new, onshore production wells; and
(d) 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'sfar 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, 1978whichever 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.(8) That portion of the acquisition cost of high-cost gas which ex-
180 percent of the Btu-equvalent 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;

(4) In the case of natural gas produced from the Prudhoe Bay Unit
of Alaska and transported through the natural gas transportation sys-
tem approved under the Alaska Natural Gas Transportation Act of197--

(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 mieie sys-
tem.

(5) Any increase in the acquisition cost of natural eas 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
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(2) the cost at the point of entry to the United States in the case
of natural gas or liquefied natural gas imported into the United
States.

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
in 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, the increases in the taxes will be required to be incrementally
priced.

The treatment to be given to severance taxes imposed upon the gas
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 is1 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,
based upon the classification of the gas for purposes of pricing under
Title I.

SWMION 204. MMOD 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 passed 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 surcharge
passthrough operates to allocate increases in gas prices to incrementally
priced industrial facilities until the price paid by those facilities at the
burnertip 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-



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 impose 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 cilarges 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
amount of the reduction in the costs being passed through will be re-
tamined 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 would 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 pipe-
line reach the Btu-equivalency 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 part of a State, or even an area with particular geographic
or air quality characteristics which affect the type of fuel used by in-
dustria facilities. The conference agreement provides that the price
paid by industrial users for No.. 2 fuel oil 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 coating as low as No. 6 fuel oil is the appropriate fuel
cost to use as the alternative fuel cost. The Commission may make



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 expeditions consideration of these
proceedings and onsolidation of these cases) to avd any delays inreducing the substitute fuel level so as to avoid the likelihood of con-

versions from natural gas by industrial users if those conversionswould result in increases in natural gas rates for any residential, smnail

commercial, and other high priority customers. The conferee intend
that n determining the likelihood of these conversions occurring, theCommission move rapidly in the administrative hearings so as toavoid the irreparable damage which the conf"e b occurto high priority users if these other industrial users, faced with un-certain natural gas rates, begin taking steps to secure alternate fuel

ThNve onierence agreement requires the Commission to make thedetermination of the cost of alternative fuel following the oppor-
tunity for written and oral presentation of views, data, and argu-gents. The determination is to be based upon a finding that the use ofthe lower Btu equivalency level is necessary to avoid load shifting thatwould otherwise result from conversion of incrementally xrced 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 DISTIBI~rON COMPANY PASSTHROUGH REQUIREMNTrS
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 abilities it serves.The conference agreement prohibit States from modifying or oth-erwise changing the method of allocating costs to the rates and changesof local distribution companies in a manner that would have the ef-fect of creating any offset for the surcharges required to be paid due tothe operation of this Act. For example, aState regulatory commissionwishing to soften the effect of incremental pricing could lower thebasic cost of service charge to any facility which is an incrementallypriced 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 andprovides authority to enforc e 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 extentthat such a provision would preclude the passthrough of any sur-charge under this Title or prevent the application of the requirementsof this section.The conference agreement does not preclude State regulatory agen-cies from exercising their authority under State law to regulate local



distribution companies. A State regulatory agency could for example,
raise prices to be-paid by incrementally priced industrial facilities to
levels hi her 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 regulators 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. EXEMPIIONS

Several types of users are exempted by this section from the require-
ments 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 se. 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 per day dur-
ing any month of a base period determined appropriate by the Com-
mission. The interim exemption lasts until the Commission prescribes
and makes effective a rule exempting any existing industrial boiler
fuel facility from the requirements of both rules if the facility's boiler
fuel use of natural gas did not exceed an average of 300 Mef per day
during any month of calendar year 1977.

The conference agreement provides the Commission authority to
change the 800 Mcf thresholdto 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 boiIer fuel use,
and that was transported through the facilities of interstate pipeline
The Commission is required to make any downward adjustment in
the 300 Mcf threshold necessary to make the threshold correspond toa 5 percent exemption. a . .

Any agricultural facility using natural gas is give n interim
exemption 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 quality maintenance, irrigation pumping, cropdrying, or as a process fuel or feedstock in the production of fertilizer,
agricultural chemicals, animal feed or food.

The int rim exemption lasts until the Commission prescribes and
makes effective a permanent unle exempting agricultural users from
incremental pricing. Agricultural uses are exempted in the permanent



rule unless the Commission determines that an alternative fuel or feed-
stock is both economically practicable and reasonably available.

The conference agreement provides authority for the Commission
by rules, to provide for other exemptions from either rule. The Com-
mission may propose exemptions which exempt any other incremen-
tally priced industrial facility or category thereof either partially
or completely. To give the Commision flexibility, the Conferees in-
tend that these other exemptions may deal with either who is covered
b ethe rule or at what level any particular class of users covered by
tie 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 applicatin for a certificate was pending
on or before May 1, 1978, and projects for which the Secretary of
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.



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 incremeft-
tally priced, and transportation costs, for gas produced from the Prud-
hoe Bay Unit and transported through the natural gas transportation
system approved under the Alaska Natural Gas Transportation Act
of 1976.

The conferees agreed to provide rolled in pricing for natural gas
transported through the Alaska Natural Gas Transportation System
and for the cost of transportation because they believed that private
financing of the pipeline would not be available otherwise. Rolled in
pricing is the only Federal subsidy, of any type, direct or indirect, to
be 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 of 1977 (ENGA), which has since ex-
pired. Both bills extended the emergency purchase authority contained
in 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 bill 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 theemergency declaration, whichever is earlier.

An emergency declared under this Act is subject to the requirements
of Title I 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.

SECTIo N 02. 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 pennanently. 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



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 of 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 inter-state pipeline 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



another local distribution company it serves is only providing service
for high-priority user For instance, a potential problem could arise
in cases where a local distribution company receives natural gas from
more than one pipeline or has developed its 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-
statepipeline 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 Regulatory 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 allocated 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 it does not qualify as natural gas freed
from boilers under the definition in the Public Utilities Energy Poli-
cies 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 sudh 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 is required to prepare and submit a report to the
Congress regarding the need for additional authority, if any, to allo-



cate supplies of natural gas which are not subject to allocation herein
and which are likely to be necessary to meet high-priority uses. The
report is required to be submitted not later than June 30, 1979.

High priority uses are defined in the conference agreement to includeresidential uses; small commercial uses using natural gas in a coin-

mercial establishment in amounts less than 50 Mef 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 maitnance 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, unless 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, deleation of
authorities, antitrust protection effect on certain contractual obliga-
tions, and preemption. The conferees' intent is to preserve the legisla-
tive history of ENGA for these provisions.

SUBTITLE B-OTHER AuTrIoirrns AND REQUIREMENT

SECTION 311. AUTIhORIZATION OF CERTAIN SALES 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 pipehne
which sales and transportation were to be upon such terms and condi-
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.

eoinerenwe 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.

The conference agreement also gives the Commission authority
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 pipeline to sell
natural gas to any interstate pipeline, and to any local distribution
company served by any interstate pipeline. The conference agreement
provides that the rates and charges for such sales are required to be
fair and equitable. A fair and equitable price may not exceed the sum
of-

(1) the seller's weighted average acquisition cost of natural
gas; plus

2) an amount, calculated pursuant to a rule required to be
established ~y the Commission, necessary to--

(a) reasonably compensate any intrastate pipeline for
expenses incurred by the pipeline, if any, for gathering, treat-
ing, processing, transportation, or delivery service provided;
and

(b) provide 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 w ole.

A very simple illustration seems appropriate. Assume that an intra-
state pipeline (pipeline A) is transporting 3,000,000 cubic feet (3,000



Mcf) 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 time, pipeline A does not need
the additional gas to serve its existing or projected customers. How-
ever, it has located a nearby interstate pipeline, pipeline B, that wishes
to purchase the natural gas. As a result of entering io the transaction,the weighted average acquisition cost of natural gas purchased by pipe-

line A would increase to $1.40 per Mf. By reason of taking greater
quantite of gas under existing intrastate contract at prices higher
than the .intrastate pipeline's weighted average acqusition cost of nat-ural gas in order to consummate the sale, tiae intrastate pipeline will

experience a contemporaneous increase in its weighted average acqui-sition cost of natural gas. The Commission shal 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 eing delivered by the pipeline.

The determination of the weiguted average acquisition cost is meant
to be a contemporaneous determination. It is not based upon an histor-

Mcal 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 medha-

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 shal 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 ha tishe 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 mcludng 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 bee built into the rate structure to amortize or retire fixed e i-
tal costs The rate on such additional 20 percent, the gas carried under
this provision, would be governed onlysy that amount necessary
reasonably compensate the seller for the additional expenses associated
with the performance of transportation, gathering, treating, and af-
fording elivery service occasioned by its carriage plus a reasonable

profit on such services.Assume, though, a State regulatory commission, recogn zing that a
pipeline was regularly transporting 80 percent intrastate gas and 20
percent gas under thi provision, permtted only 80 percent of the total
cost of service including fixed capital costs in the intrastate gas rate



structure. Under that situation, the Commission could properly at-
tribute 20 percent of the cost of service, including fixed capital 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 regulatory 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.

Saes authorized by this 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 agreement includes several procedural provisions for
transactions under this section.

It gives the Commission authority to authorize the sale, transport&-
ton, 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 appropriate. 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. Gas that is determined by the Commission to be reasonablyprojected to be necessary to meet an intrastate pipeline's future market
and buyer requirements shall not be considered by the Commission tobe solely 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-ized under thi section that would circumvent any provision of this
Act.

SECTION a12. ASSIGNMaENT OF CONTRACTUAL RIGHTS TO RCEIV SURPLUS

NATURAL GA8

The conference agreement gives the Commission authority to allow
anyintrastate pipeline to assignwithout compensation the right to
receive surplus natural gas to an interstate pipeline or local distribu-



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 under
this Act. Entering into such an arrangement would not affect the
exempt status of any party to the transaction under the Natural Gas
Act.

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 party 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 ESCALATOR CLAUSES

The conference agreement limits the effect of prices paid for high-
cost natural gas defined in sec. 107, emergency purchases authorized
under sec. 802(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 SALES, TRANSPORTATION,

AND COMMINGLING

Both the House and Senate passed bills contained provisions which
declared contractual prohibitions on commingling of intrastate natural
gas with interstate natural gas unenforceable witth respect to sales of
natural gas to which the legislation applies. The application 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 m 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 is 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



purchases by interstate and intrastate pipelines. The Commission is
specifically precluded from exercising its contract duration authority
in a manner which gives an advantage to interstate pipelines which
has the effect of diverting supplies of natural gas to interstate pipeline
systems, thus denying equate 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
or the 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
Gas Act. The term bona fide offer is 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 of a bona fide offer by the purchaser
who would have been entitled to receive the natural gas 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 VI.

The conferees do not intend anything in this section, or anything
in this Act, to prejudge the outcome of Shell Oil v. FERO, No. 76-3066
(th Cir. Jan. 20, 1978) currently pending before the Supreme
Court 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 oi 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

SECTION 401. NATURAL GAS FOR ESSENTIAL AGRICULTURAL USES

Houe pr wton
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 "agricultural use" as any agricultural or food
processing use of natural gas, including the use of natural gas-



1) for irrigation pumping;
2) for crop drying; or
3) as a rocess fuel or feedstock in the production of fertilizer,

agriculture chemicals, or food.
The legislation defined "high priority user" as any person who uses

natural g as-
(1) m a residence;
(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 of 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
determined 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 is necessary, including-

(1 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-
(l~ residential users;
25 small users (using less than 50,000 cubic feet of natural gas

on a peak day)
(3) hospitals; and
(4) 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



pipelines from curtailing deliveries of natural gas for any agricultural
use, unless such curtailment of deliveries does not reduce the quantity
of natural gas 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 provision which are included in the
conference agreement require the Secretary of Energy to amend the
current schedule of curtailment priorities adopted pursuant 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 Commiis-
sion into conformity with the Department of Energy Act. Nothing in
this section denies the Commission's right under section 404 of the
Department 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 implement the revised curtailment priority schedule applicable to
interstate pipelines. For purposes of implementing this section, the
Commission is 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 disqualify the unit as high priority.
Maintenance of physical property includes protection of plant prop-
erty as it 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 Commisin, in consultation with the Secretary of Agriculture,
will determine if alternative fuels are economically practicable and
r easonably available to meet the needs of agricultural uses as certified

by him. If the Commission determines that alternative fuels meet
both tests, the uses will not qualify for a curtailment priority.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 Secre u e and the Commission to be subject to the
Commission's ex pafle consultation rules.

The conferees intend that the authority to restrict curtalment
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 foodin this country. The Commission determination that an alternative
fuel is "economically practicable" shall not include a requirement to

switch to high cast 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 anytng in this Act shall give the Secretary f Ai -
culture authority to exercise, or limit the performance of his duties
under this section for the purpose of restricting production of any

crop or crps.

sECTIoN 402. NATURAL GAS FOR ESSEN TIAL INDUSTRIAL PROCESS AND
FEEDSTOCKi USES

The Senate pasad bill contained a requirement for the Contion
togve a .curtailment priority for deliveries of naturalgas for indus-
toral use i which natural gas is essential and for which there is no
economicallypracticable and reasonably available substitute The
term economically practicable is intended to have the saemeanng as
the Commisi"on's standard of economic.feasibility under extra-ordi-
nary relief in curtailment cases. Industrial process fuel and feedstock

uses would be given priority over all industrial boiler fuel uss The
priority follows high priority and essential agricultural uses diretly,
s defined elsewhere in the legislation.
The House passed bill did not contain a comparable provision.
The conference agreement incorp rates the Senate provision, modi-

fying it to conform with the difmsion 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 esentil



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 Commission under this Title to the division of
responsibilities established in the Department of Energy Orgaiza-
tion Act. Under this division, the Secretary establishes and reviews
priorities for curtailnents 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
gas for boiler fuel use;

(2) modifying, amending, or abrogating the supply terms of
certificates issued under section 7 of the Natural Gas Act author-
izing 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) preventing, 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
gas owned by an electric utility, except upon the application by the
holder 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.
Such gas may also qualify for allocation under sec. 303(b) of this
Act.

Nothing in this section is intended to override any provision of the
Powerplant and Industrial Fuel Use Act of 1978.



TITLE V-ADMINISTRATION, ENFORCEMENT, AND
REVIEW

SECTION 501. GENERAL RULEMAKING AUTHORITY

The House passed bill provided authority 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 authority 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 prescribe rules and orders
necessary to carry out the provisions of this Act includes the authority
to issue rules and orders necessary to prevent circumvention of the
Act.

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, such rules in 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 agency determi-

nations required by this Act are those procedures which are generally
applicable for decisionmaking by such agency.

SECTION 503. DETERMINATIONS FOR QUALFYING 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



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 proai*8on

The Senate passed bill assigned 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
Federal agencies to make classification determinations required by
Title I.

The State or Federal agency with natural gas under its regulatory
jurisdiction determines whether 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
determinations 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 then 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.

A 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 Federal agency decision.
The initial finding is not subject to judicial review.



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 public 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 process. Thus, a party aggrieved by a Commission remand orderhas 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 ony. For example, the deternmmation 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 Federalaency determination must come within 120 days after the Commis-
sion s initial action.A preliminary reversal must be followed by a final action to reverse,
or it has no effect; the conferees do not intend to allow the Commis-
sian'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 (d).

The Commission's action in reversin a State or Federal agency de-
termination is subject to judicial review. The conferees intend that
the question of whether the State or Federal aency determination is
supported by substantial evidence shall be a question of law. The Comn-
mlsm~ determination of this question may be reversed by the courtif 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 determiningthe narrow question of whether or not the agency determination is sun-
piorted by substantial evidence. The conferees have followed the tradi-
tmional 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 'he 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 far 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.



Nothing in this Title is intended to limit the jurisdiction of State
courts to decide questions of State law. A party aggrieved by proce-
dural aspects of State or Federal agency determinations may pursue
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 didhave 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 proceduralerror. That State or Federal court's review of the record is limited toprocedural 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 makea 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 longersubject to judicial review is binding with respect to such natural gas,
unless the agency or Commission relied on any .untrue statement of amaterial fact, or there was an omission of a material fact.

The conferees recognize that gas may be produced by the seller andsold to the buyer even while the determination process is proc-eng
either before a State or Federal agency, or before the Commission, or
before the courts. This section includes provision for a seller of natural
gas to make collections during this period in certain cases of productionfrom new wells. In other cases, the conferees intend that the Cotmis-
sian 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 mni
tially operating....... .,The State or Federal agency having regulatory jursdicton wit
respect to the production of natural gas may waive its authority to
make detenninations under this section, if the Commission agrees.

The conference agreement provides several methods for interimcollection 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 lawfulprice. 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 tas 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 ifie a petition for a determination within 90 days after the date
of enactment with the appropriate State or Federal agency or, if
later, before collection of tm- hu her rate. -- w



Under paragraph (2), the Commission must prescribe alternate
methods of interim collection. The alternate method would permit the
seller to collect for any natural gas the maximum lawful price under
Title I for which a petition is filed for 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 wit 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 agency, the appropriate maxi-
mum lawful price applicable under such determination if the State
or Federal agency determines that the seller is entitled to a pice i
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 examplI 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 504(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

Hose provi ion
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.

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 provwof

The Senate passed bill did not contain a comparable provision,
relying instead on a section of the Natural Gas Act under which the
Conmrilssion 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-



stitute or will constitute violations of the Act. Injunctive relief and
mandamus are available civil remedies under the Natural Gas Act.
Conferece 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 Secre-
tar' or the Commission to institute a civil action for injunctive or
other equitable relief to enforce the incremental pricing passthrough
requirements in see. 205(e).

The 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 be 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. The conference agreement includes a three
year statute of limitations for civil penalties. The statute of limitations
Nwith 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 apply 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
naveo in Federal district court. In addition, the Commission's authority
pursuant to this section includes the authority to require refunds from
any person.



Attorneys designated by the Chairman of the Commission may ap-
pear for, and represent the Commission in, any civil action brought
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 1one year imprisonment; or

(a) $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-

ng 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.
COnfererte 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 506. JUDICIAL REVIEW

The House passed bill provided authority for persons agieved 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
Court of Appeals for the District of Columbia Circuit, or in the circuit
where the person is located or has his principal place of business.

The conference agreement provides judicial review based upon the
Natural Gas Act provision described above.



SECTION 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.
122. 202, or 206. It is similar to the Congressional review procedure
established in the Energy Policy and Conservation Act (40 U.S.C.
6201).

SECTION 508. 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
person to the maximum extent practicable to achieve the purposes of
this Act.

TITLE VI-COORDINATION WITH NATURAL GAS ACT:

MISCELLANEOUS PROVISIONS

SECTIONS 601 (a) AND (b). COORDINATION WITH THE NATURAL GAS ACT

The conference agreement limits the jurisdiction of the Commission
under the Natural Gas Act in a manner similar to the House-passed
bill.

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-
ject to the Commission's jurisdiction under see. 1(b) of the Natural
Gas 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 deregulated price

treatment under section 107(c) (1), (2), (3), or (4);
New natural gas under see. 102 (c) ; and
Natural gas produced from any new, onshore production well

under section 103(c).
Emergency sales, intrastate pipeline sales, and assignments author-

ized under this Act do not become subject to the Commission's juris-
diction under sec. 1 (b) of the Natural Gas 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 Commission unaer see. 311 of
this Act, does not become subject to the Commission's jurisdiction



under sec. 1 (b) of the Natural Gas Act. Nor is any person a "natural-
gas company" under section 2(6) of the Natural Gas Act with eet
to, or by reason of, such transportation. espct

Any amount paid in any first sale of natural gas is deemed t'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 priceestablished under Title I of this Act; r if there is no applicable
maximum lawful price, by reason of the elimination of price controls
pursuant to subtitle B of Title 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 see.
302, is deemed to be "just and reasonable" for purposes of sections 4and 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 and equitable price, as
defined in sec. 311, is deemed to be "just and reasonable" far purposesof sections 4 and 5 of the Natural Gas Act.

Any amount paid pursuant to the terms of a contract assignment
authored under sec. 312(a) which does not exceed the maximum
lawful prices established under Title I of this Act, i deemed to be
"just and reasonable" for purposes of sections 4 and 5 of the Natural
Gas tt.

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 isdeemed 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 Acth and any amount paid by any in-
terstate pipeline for any transportation authorized by the Commissionunder sec. 311(a) of this Act, is deemed to be "just and reasonable"
for purposes of section 4 and 5 of the Natural Gas Act.

SECTION 001(e). GUARANTEED PASSTHROUGH

The conference agreement guarantees that interstate pipelines may
pass through costs of saturai gas purchases if the price of the pur-
chased natural gas does not exceed the ceiling price atevels established
under the legislation which are deemed "just and reasonable" for pur-
p oses of the Natural Gas Act in the previous section. The conferees
do not intend to guarantee paasthrough 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 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 ONA STATE LAWS

The conference agreement provides that nothing in this Act sha]1
affet the authority of any State to establish or enforce any maximum
lawful price for sales of gas in intrastate commerce which does not



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
recognition that it is cedij its authority under the commerce clause
of the Constitution to regulate prices for such production to affected
States.
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