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LEGISLATIVE PROSPECTS FOR
WELLHEAD PRICING OF NATURAL GAS

S u b m it te d  b y :  R ic h a r d  G. Morgan
P a r t n e r
O'Connor & Hannan 
W a s h in g t o n , D .C.

I .  INTRODUCTION

A. D e s p i t e  e f f o r t s  by C o n g r e s s  in  19 7 8  t o  end th e  d e b a t e  

o v e r  n a t u r a l  g a s  p r i c i n g ,  the  c u r r e n t  f e d e r a l  scheme 

f o r  r e g u l a t i n g  w e l l h e a d  p r i c e s  h a s  been l a r g e l y  a 

f a i l u r e .  The N a t u r a l  Gas P o l i c y  Act  o f  19 7 8  ("NGPA") 

and t h e  im p lem en t in g  r e g u l a t i o n s  p ro m u lg a te d  by the  

F e d e r a l  E n e rg y  R e g u l a t o r y  Commission ( " FERC" o r  

"C om m iss io n ")  have  not  been a b l e  to  m a i n t a i n  a f a i r ,  

e q u i t a b l e  and s t a b l e  p r i c i n g  s t r u c t u r e  in  what i s  a 

tu m u ltu o u s  n a t u r a l  g a s  m a r k e t .

B.  W hile  g e n e r a l  a g reem en t  e x i s t s  t h a t  the  c o u n t r y ' s  

c u r r e n t  n a t u r a l  g a s  p o l i c y  r e q u i r e s  c h a n g e ,  t h e r e  i s  

w id e s p r e a d  d i s a g r e e m e n t  o v e r  what sh o u ld  be changed and 

how and when change s h o u ld  o c c u r .  Some s i d e s  to  the 

d i s p u t e  f a v o r  th e  s t a t u s  q u o ; o t h e r s  a d v o c a t e  a t o t a l  

and im m ediate  end to  a l l  f e d e r a l  p r i c i n g  c o n t r o l s ;  

o t h e r s  s u p p o r t  a m id d le  g ro u n d ,  and s t i l l  o t h e r s  c r y  

f o r  more c o n t r o l s .  Such d i s p a r i t y  c r e a t e s  c o n f u s i o n ,  

and som etim es  c h a o s  in  the  m a r k e t p l a c e .

C. U n f o r t u n a t e l y ,  th e  f u t u r e  i s  h i g h l y  u n c e r t a i n .  About 

th e  o n l y  t h i n g  we do know f o r  s u r e  i s  t h a t ,  in  the n e a r
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te r m ,  t h e  demand f o r  g a s  w i l l  c o n t i n u e  t o  be s o f t .

L e s s  demand, c o u p l e d  w i t h  a com plex  r e g u l a t o r y  p r i c i n g  

m echanism , c r e a t e s  h a v o c  among e x i s t i n g  and p o t e n t i a l  

p a r t i e s  t o  g a s  p u r c h a s e  c o n t r a c t s .

D. T h i s  p a p e r  w i l l  c o n s i d e r  t h e  l e g i s l a t i v e  o p t i o n s  w hich  

may be a v a i l a b l e  t o  s o l v e  th e  d i f f i c u l t  p ro b le m s  

c o n n e c t e d  w i t h  th e  g a s  p r i c i n g  c o n t r o v e r s y .  B e c a u s e  o f  

t h e  d i s a r r a y  o f  th e  g a s  m ark et  and l e g i s l a t i v e  and 

a d m i n i s t r a t i v e  p o l i t i c s ,  c h o o s i n g  th e  r i g h t  o p t i o n  o r  

even  p r e d i c t i n g  th e  f i n a l  outcome i s  no e a s y  t a s k .  My 

p a p e r  c o n c l u d e s  w i t h  an a s s e s s m e n t ,  a s  th e  s i t u a t i o n  

e x i s t s  a t  the  end o f  F e b r u a r y ,  o f  what the  f u t u r e  h o l d s  

f o r  t h e  n a t u r a l  g a s  p r o d u c t i o n  and d i s t r i b u t i o n  

i n d u s t r y .

I I .  THE NGPA: CURRENT REGULATORY STRUCTURE

A. The NGPA was d e s i g n e d  t o  a l l o w  th e  p r i c e  o f  n a t u r a l  g a s  

t o  i n c r e a s e  g r a d u a l l y  to  a m ark et  c l e a r i n g  l e v e l  o v e r  a 

s i x - y e a r  p e r i o d  b e g i n n i n g  in  1 9 7 8 .  The m arket  l e v e l  

was a n t i c i p a t e d  to  be r o u g h l y  e q u i v a l e n t ,  on a Btu 

b a s i s ,  to  th e  p r i c e  o f  o i l .  T h i s  g r a d u a l  a p p r o a c h  was 

d e s i g n e d  to  a v o i d  sudden and s u b s t a n t i a l  p r i c e  

i n c r e a s e s  w hich  many b e l i e v e d  would o c c u r  upon imme

d i a t e  d e c o n t r o l .

B .  The NGPA p r i c i n g  s y s t e m  i s  f l a w e d ,  h o w e v e r ,  b e c a u s e  th e  

i n c r e a s e s  c o n t a i n e d  in  t h e  NGPA a r e ,  f o r  the  most p a r t ,  

i n s u f f i c i e n t  to  r e a c h  m ark et  c l e a r i n g  l e v e l s .  On th e
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o t h e r  hand,  some o f  th e  NGPA c e i l i n g  p r i c e s ,  such a s  

NGPA S e c t i o n  1 0 7  t i g h t  sand p r i c e s ,  may e x c e e d  the 

c u r r e n t  m a rk e t  c l e a r i n g  p r i c e s  in  some i n s t a n c e s .  I f  

p a r t i a l  d e r e g u l a t i o n  o c c u r s  in  1 9 8 5 ,  a s  i s  c u r r e n t l y  

t h e  p l a n ,  some o f  th e  a r t i f i c a l l y  s u p p r e s s e d ,  b e lo w -  

m arket  p r i c e s  may s h o o t  up d r a m a t i c a l l y  to  the m arket  

p r i c e  due to  th e  o p e r a t i o n  o f  e s c a l a t i o n  p r o v i s i o n s  in  

g a s  p u r c h a s e  c o n t r a c t s .  T h i s  phenomenon has been 

dubbed th e  " p r i c e  s p i k e "  and i s  th e  p r e c i s e  s i t u a t i o n  

t h e  C o n g r e s s  so u g h t  to  a v o i d  by e n a c t i n g  th e  NGPA.

C. E l i m i n a t i o n  o f  P r i c e  C o n t r o l s :  P r i c e  c o n t r o l s  f o r

c e r t a i n  c a t e g o r i e s  o f  n a t u r a l  g a s  have  been o r  w i l l  be 

d e r e g u l a t e d  e n t i r e l y  in  a c c o r d a n c e  w i t h  NGPA S e c t i o n  

121.
D. S c h e d u le  o f  D e r e g u l a t i o n  D a te s  and C a t e g o r i e s  Under 

NGPA.

1 .  E f f e c t i v e  on November 1 ,  1 9 7 9 ,  w hich was th e  d a t e

o f  th e  f i r s t  i n c r e m e n t a l  p r i c i n g  r u l e  r e q u i r e d  by

NGPA S e c t i o n  2 0 1 ( a ) :

a .  d e e p - d r i l l i n g  g a s  [NGPA S e c t i o n  1 0 7 ( c ) ( ) ] ;

b .  g e o p r e s s u r i z e d  b r i n e  g a s  [NGPA S e c t i o n

1 0 7 ( c ) ( ) ] ; 

c .  c o a l  seam g a s  [NGPA S e c t i o n  1 0 7 ( c ) ( ) ] ;  and

d .  D evon ian  s h a l e  g a s  [NGPA S e c t i o n  1 0 7 ( c ) ( ) ] .
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a . new O u te r  C o n t i n e n t a l  S h e l f  ( "O S C ") g a s  [NGPA 

S e c t i o n  1 0 2 ) ;

b .  new o n s h o r e  w e l l  g a s :  " 2 . 5  m i l e "  r u l e  [NGPA

S e c t i o n  1 0 2 ] ;

c .  new o n s h o r e  w e l l  g a s :  ” 1 , 0 0 0  f e e t  d e e p e r "  

r u l e  [NGPA S e c t i o n  1 0 2 ] ;

d .  new o n s h o r e  r e s e r v o i r  g a s  [NGPA S e c t i o n  1 0 3 ] ;

e .  new o n s h o r e  p r o d u c t i o n  w e l l  g a s  n ot  com m itted 

o r  d e d i c a t e d  on A p r i l  2 0 ,  1 9 7 7 ,  and p ro d u c ed  

from c o m p l e t i o n  l o c a t i o n  o f  more than  5 ,0 0 0  

f e e t  d e e p ;

f .  e x i s t i n g  i n t r a s t a t e  c o n t r a c t  g a s  (and s u c c e s 

s o r s  t o  e x i s t i n g  c o n t r a c t s )  where c o n t r a c t  

p r i c e  e x c e e d s  $ 1 . 0 0  p e r  m i l l i o n  Btu  a s  o f  

December 3 1 ,  1 9 8 4 ,  o t h e r  than  by o p e r a t i o n  o f  

i n d e f i n i t e  p r i c e  e s c a l a t i o n  c l a u s e  [NGPA 

S e c t i o n  1 0 5 ] ;

g .  i n t r a s t a t e  r o l l o v e r  c o n t r a c t  g a s  where c o n 

t r a c t  p r i c e  e x c e e d s  $ 1 . 0 0  p e r  m i l l i o n  Btu a s  

o f  December 3 1 ,  1 9 8 4 ,  o t h e r  th an  by o p e r a t i o n  

o f  i n d e f i n i t e  p r i c e  e s c a l a t o r  c l a u s e  [NGPA 

S e c t i o n  1 0 6 ( b ) ] ;

2. Effective January 1, 1985:
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New o n s h o r e  p r o d u c t i o n  w e l l  g a s  n ot  committed o r  

d e d i c a t e d  on A p r i l  2 0 ,  1 9 7 7  and produ ced  from 

c o m p le t io n  l o c a t i o n  o f  5 ,0 0 0  f e e t  deep o r  l e s s .

E .  C a t e g o r i e s  o f  n a t u r a l  g a s  which rem ain  r e g u l a t e d

i n d e f i n i t e l y  f o r  p r i c i n g  p u r p o s e s :

1 .  new OCS r e s e r v o i r s  on o l d  l e a s e s  [NGPA S e c t i o n  ] ;

2 .  g a s  from w e l l s  spudded on o r  a f t e r  J a n u a r y  1 ,

1 9 7 5 ,  and b e f o r e  F e b r u a r y  9 ,  1 9 7 7  [NGPA S e c t i o n  

10 4 ]  ;

3 .  1 9 7 3 - 1 9 7 4  b ienn iu m  g a s  [NGPA S e c t i o n  1 0 4 ] ;

4 .  g a s  from w e l l s  spudded p r i o r  t o  J a n u a r y  1 ,  1 9 7 3  

[NGPA S e c t i o n  1 0 4 ] ;

5 .  s p e c i a l  r e l i e f / o p t i o n a l  p r o c e d u r e  g a s  e s t a b l i s h e d  

a f t e r  A p r i l  2 0 ,  1 9 7 7 ,  and b e f o r e  e n a c tm e n t ;

6. g a s  s o l d  under  e x i s t i n g  c o n t r a c t s ,  s u c c e s s o r s  to  

e x i s t i n g  c o n t r a c t s  and r o l l o v e r  c o n t r a c t s  where 

c o n t r a c t  p r i c e  on December 3 1 ,  1 9 8 4 ,  i s  $ 1 . 0 0  p e r  

MMBtu o r  l e s s  [NGPA S e c t i o n  1 0 5 ] ;

7 .  o t h e r  h i g h - c o s t  g a s  [NGPA S e c t i o n  4 0 7 ( c ) ( 5 ) ] ;

8 .  s t r i p p e r  w e l l  g a s  [NGPA S e c t i o n  1 0 8 ] ;

9. o t h e r  new w e l l s  n o t  q u a l i f y i n g  f o r  a h i g h e r  p r i c e ;

1 0 .  NGPA S e c t i o n  1 0 9 ( a ) ( 2 )  g a s ;

1 1 .  " b e h i n d - t h e - p i p e "  and " w i t h h e l d "  g a s  [NGPA S e c t i o n  

1 0 9 ( a ) ( 3 ) ] ;

1 2 .  Prudhoe Bay  U n i t  g a s  [NGPA S e c t i o n  ] ;

3. Effective July, 1987:
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1 3 .  a l l  o t h e r  c a t e g o r i e s  o f  g a s  n o t  s p e c i f i c a l l y  

d e r e g u l a t e d .

F .  R e i m p o s i t i o n  o f  P r i c e  C o n t r o l s

1 .  C o n g r e s s  h a s  r e t a i n e d  s t a n d b y  p r i c e  c o n t r o l  

a u t h o r i t y  under  NGPA S e c t i o n  1 2 2 ,  w hich p e r m i t s  

the  r e i m p o s i t i o n  o f  p r i c e  c o n t r o l s  f o r  f i r s t  s a l e s  

o f  n a t u r a l  g a s  w hich  a r e  s u b j e c t  to  S e c t i o n  1 2 1 ( a )  

and a r e  d e l i v e r e d  a f t e r  th e  e f f e c t i v e  d a t e  o f  th e  

r e i m p o s i t i o n .

2 .  The p r i c e  c o n t r o l s  r e im p o s e d  a r e  t o  rem ain  in  

e f f e c t  f o r  a s i n g l e  e ig h t e e n - m o n t h  p e r i o d ,  and 

t h e y  may n o t  become e f f e c t i v e  b e f o r e  J u l y  1 ,  1 9 8 5 ,  

o r  a f t e r  Ju n e  3 0 ,  1 9 8 7 .

I I I .  "ADMINISTRATIVE" DECONTROL

A. U n f o r t u n a t e  Misnomer —  c o u r t e s y  o f  FERC o f f i c i a l s .

B. NGPA S e c t i o n  1 0 4 ( b ) ( 2 )  —  C e i l i n g  p r i c e s  may be 

i n c r e a s e d  i f  " j u s t  and r e a s o n a b l e . "

C. NGPA S e c t i o n  1 0 6 ( c )  —  C e i l i n g  p r i c e s  may be i n c r e a s e d  

i f  " j u s t  and r e a s o n a b l e . "

D. NGPA S e c t i o n  1 0 7 ( c ) ( 5 )  —  I n c e n t i v e  p r i c i n g  f o r  g a s  

produ ced  under  " e x t r a o r d i n a r y  r i s k s  o r  c o s t s . "

1 .  T i g h t  f o r m a t i o n  g a s .

2 .  C e r t a i n  OCS g a s .

3 .  P r o d u c t i o n  enhancement g a s .

4 .  "N e a r  d e e p "  g a s .
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E. NGPA S e c t i o n  1 0 9 ( b ) ( 2 )  —  C e i l i n g  p r i c e s  may be

i n c r e a s e d  i f  " j u s t  and r e a s o n a b l e . "

F .  NGPA S e c t i o n  1 1 0  —  P r o d u c t i o n - r e l a t e d  c o s t s

1 .  C o m p re s s io n ;

2 .  G a t h e r i n g ;

3 .  T r e a t i n g ;

4 .  L i q u e f y i n g ;  and

5 .  T r a n s p o r t i n g

G. NGPA S e c t i o n  5 0 2 ( c )  - -  S p e c i a l  h a r d s h i p ,  i n e q u i t y ,  o r

u n f a i r  d i s t r i b u t i o n  o f  b u r d e n s .

H. " R e c o n t r o l "

1 .  NGPA S e c t i o n  6 0 1 ( c )  —  P i p e l i n e  p a s s t h r o u g h  and 

f r a u d  and a b u se  s t a n d a r d s .

2 .  P ro p o se d  " s p l i t  c a p "  on t i g h t  s a n d s  i n c e n t i v e  

p r i c e s  —  l i m i t a t i o n  on i n c e n t i v e  p r i c e s  f o r  h i g h -  

c o s t  g a s  to  c o m m o d it ie s  v a l u e s .  Docket  No. RM82- 

3 2 .

I .  P o l i t i c a l  and Consumer P r e s s u r e s

1 .  FERC Chairman C. M. B u t l e r  I I I  h as  a sk e d  the  

P r e s i d e n t  to  a p p o i n t  a s p e c i a l  com m iss ion  to  d e a l  

w i t h  g a s  p r i c i n g  p r o b le m s .

2 .  Consumer g r o u p s '  o p p o s i t i o n  t o  d e c o n t r o l  i s  w e l l  

o r g a n i z e d ,  w h i l e  i n d u s t r y  h a s  n ot  p r e s e n t e d  a 

u n i t e d  f r o n t .

3 .  In  r e c e n t  C o n g r e s s i o n a l  t e s t i m o n y ,  Chairman B u t l e r  

s a i d ,  "The c u r r e n t  p ro b le m s  o f  the  g a s  i n d u s t r y
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and i t s  c u s t o m e r s  a r e  r e a l ,  and t h e y  a r e  g e t t i n g  

w o r s e . "

4 .  B u t l e r  p r e d i c t e d  t h a t  a d d i t i o n a l  c o n s e q u e n c e s  o f  

t h e  NGPA, a s  i t  now e x i s t s ,  w i l l  be f e l t  b e f o r e  

th e  end o f  1 9 8 3 ,  i n c l u d i n g :

a .  u n j u s t i f i a b l y  h ig h  p r i c e s  p a i d  f o r  g a s  in  th e  

f i e l d ;

b .  u n n e c e s s a r y  i n c r e a s e s  in  p i p e l i n e s '  r a t e s  a s  

more o f  t h e i r  f i x e d  c o s t s  a r e  s h i f t e d  t o  

r e m a in in g  l o a d s ;

c .  mushrooming l i t i g a t i o n  o v e r  d i s t r i b u t o r s '  

i n c r e a s i n g l y  f r e q u e n t  f a i l u r e s  to  honor  

minimum b i l l s  s e t  by p i p e l i n e s ,  and p i p e 

l i n e s '  f a i l u r e  t o  honor  th e  t a k e - o r - p a y  p r o 

v i s i o n s  in  t h e i r  c o n t r a c t s  w i t h  p r o d u c e r s .

5 .  The Commission h a s  o n l y  l i m i t e d  a u t h o r i t y  to  a v e r t

t h e s e  d a n g e r s .  B u t l e r  n oted  t h a t  FERC, under  the  

NGPA, h a s  become " .  . . p r i n c i p a l l y  a r e g u l a t o r  o f

p i p e l i n e s .  P i p e l i n e  c o s t s  have been i n c r e a s i n g  

r a p i d l y ,  and th e  s t a f f  o f  th e  Commission i s  

a c t i v e l y  e x p l o r i n g  t h e  r e a s o n s  f o r  t h i s  

i n c r e a s e .  But the  l a r g e s t  p a r t  o f  the  r e s p o n s i 

b i l i t y  f o r  h i g h e r  b u r n e r - t i p  p r i c e s  r e s t s  on c o s t  

o f  the  g a s  i t s e l f ,  and o v e r  t h a t  c o s t  the  A c t  h as  

l e f t  us l i t t l e  d i r e c t  a u t h o r i t y . "
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6 .  B u t l e r  s a i d  FERC h as  ap p ro ve d  a n o t i c e  o f  p ro p o sed  

r u le m a k in g  t o  r e c o n s i d e r  th e  i n c e n t i v e  p r i c e s  FERC 

h a s  e s t a b l i s h e d  u nd er  NGPA S e c t i o n  1 0 7 ( c ) ( 5 ) .  

I s s u a n c e  o f  th e  p r o p o s a l  f o r  a f l o a t i n g  cap on 

i n c e n t i v e  p r i c e s  " e f f e c t i v e l y  e x h a u s t e d  o u r  d i r e c t  

a u t h o r i t y  to  lo w e r  w e l l h e a d  p r i c e s . "  "We c a n n o t  

t a k e  c o m p a ra b le  a c t i o n  under  S e c t i o n s  1 0 4 ,  1 0 6 ,  o r  

10 9  b e c a u s e  t h o s e  s e c t i o n s  e x p l i c i t l y  l i m i t  us to  

r a i s i n g  th e  e s t a b l i s h e d  maximum l a w f u l  p r i c e , "  

B u t l e r  s a i d .  Even more i m p o r t a n t ,  " i f  we a r e  

c o r r e c t  in  b e l i e v i n g  t h a t  th e  maximum l a w f u l  p r i c e  

u n d er  S e c t i o n  1 0 2  e x c e e d s  p r e s e n t  m a r k e t - c l e a r i n g  

l e v e l s  a t  t h e  w e l l h e a d ,  we a r e  c l e a r l y  u n a b le  to  

re d u c e  i t  b e low  t h a t  s t a t u t e  d e t e rm in e d  c e i l i n g . "

7 .  FERC i s  t r y i n g  to  a f f e c t  w e l l h e a d  p r i c e s  

i n d i r e c t l y  by p l a c i n g  more o f  the  r i s k  o f  m a r k e t 

a b i l i t y  on t h e  p i p e l i n e s .

8.  Under p r e s e n t  r e g u l a t i o n ,  "many p i p e l i n e  com panies  

may have  o n l y  a modest  i n c e n t i v e  to  t r y  to r e t a i n  

i n d u s t r i a l  b o i l e r  f u e l  m a r k e t s  where  No. 6 

r e s i d u a l  f u e l  o i l  may be burned a s  an a l t e r n a t i v e  

f u e l . "  T h i s  i s  b e c a u s e  a p i p e l i n e  e x p e r i e n c i n g  

l o s s  o f  i t s  i n d u s t r i a l  m a r k e t s  may f i l e  f o r  

i n c r e a s e d  r a t e s  b a se d  on th e  lo w e r  s a l e s  vo lum ne,  

p e r m i t t i n g  t h e  p i p e l i n e  to  r e c o v e r  a l l  o f  i t s  

f i x e d  c o s t s ,  i n c l u d i n g  i t s  a l lo w e d  r a t e  o f  r e t u r n .
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9 .  B e c a u s e  " n o v e l  a d m i n i s t r a t i v e  a c t i o n s "  a r e  too  

s lo w  and b e c a u s e  p i p e l i n e s  and p r o d u c e r s  a r e  

u n a b le  t o  r e n e g o t i a t e  t h e i r  c o n t r a c t s ,  " t h e  p r i n 

c i p a l  r e s p o n s i b i l i t y  f o r  s o l v i n g  t h e s e  complex 

[ p r i c i n g ]  p ro b le m s  r e s t s  w i t h  C o n g r e s s , "  B u t l e r  

s a i d .

IV .  EXECUTIVE ACTION

A. D e s p i t e  a 19 8 0  cam paign  p r o m is e  t o  d e c o n t r o l  n a t u r a l  

g a s  p r i c e s ,  P r e s i d e n t  Reagan h a s  been r e l u c t a n t  t o  t a k e  

any a c t i o n  in  t h a t  d i r e c t i o n .

1 .  A f t e r  l e n g t h y  i n t e r n a l  c o n s i d e r a t i o n  o f  o p t i o n s ,  

th e  W hite  House in  March 1 9 8 2 ,  announced t h a t  no 

A d m i n i s t r a t i o n  p l a n  would be s e n t  t o  C o n g r e s s  in  

1 9 8 2 .

2 .  The v e r d i c t  i s  s t i l l  o u t  f o r  1 9 8 3 .

B .  The C a b in e t  C o u n c i l  on N a t u r a l  Gas R e s o u r c e s  and 

E n v iron m en t  e a r l i e r  t h i s  y e a r  p r e s e n t e d  s e v e r a l  

recom m endations  t o  th e  Reagan A d m i n i s t r a t i o n .

1 .  Imm ediate  T o t a l  D e c o n t r o l  O p t io n :

a.  Would o c c u r  on th e  e f f e c t i v e  d a t e  o f  

d e c o n t r o l  l e g i s l a t i o n ;  o r  on

b. Some n e a r - t e r m  d a t e  c e r t a i n .

2. M o d i f i e d  Im m ediate  D e c o n t r o l  O p t io n :

a.  Would o c c u r  on some n e a r - t e r m  d a t e  c e r t a i n ;

b. Would i n v o l v e  some c o n t r a c t  r e n e g o t i a t i o n  o r  

a d j u s t m e n t s .
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3 .  Phased  D e c o n t r o l

a .  Would s e t  up a p r i c e  p h a s e - o u t  by 1 9 3 5 ;

b .  P r i c e  would be pegged  to  70 p e r c e n t  o f  

r e f i n e r  a c q u i s i t i o n  c o s t  by J a n u a r y  1 ,  1 9 8 5 .

4 .  C o n t in u e  u nd er  NGPA.

5 .  Summary Of O p t i o n s '  P o l i c y  and P o l i t i c a l  P ro s  and

Cons

a .  Immediate  t o t a l  d e c o n t r o l  

i .  A d v a n t a g e s :

( 1 )  P r o v i d e s  g r e a t e s t  e f f i c i e n c y  b e n e 

f i t s  by a l l o w i n g  a l l  g a s  to  r e a c h  a 

m a rk e t  c l e a r i n g  p r i c e  im m e d i a t e l y .

(2 )  P e r m i t s  g r e a t e s t  f l e x i b i l i t y  in  

p r i c e s ,  b oth  up and down.

(3)  P e r m i t s  l e g i s l a t o r s  to  d i s c l a i m  

r e s p o n s i b i l i t y  f o r  any p a r t i c u l a r  

" t a r g e t "  p r i c e .

(4) P r o v i d e s  g r e a t e s t  f l e x i b i l i t y  f o r  

new m arket  a r r a n g e m e n t s .

(5)  P r o v i d e s  e a r l i e s t  d i s m a n t l i n g  o f  

r e g u l a t o r y  a p p a r a t u s .

(6) The most u n s e t t l i n g  a s p e c t  o f  

d e c o n t r o l  would be c o n c lu d e d  b e f o r e  

the  h i g h l y  c h a rg e d  19 8 4  e l e c t i o n  

s e a s o n .
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ii. Disadvantages:

( 1 )  V i o l a t e s  l e g i t i m a t e  c o n t r a c t s  and 

e x p e c t a t i o n s  o f  l a r g e  numbers o f  

b u s i n e s s e s .

(2)  P r o v i d e s  no p r o t e c t i o n  a g a i n s t  

f e a r s  o f  u n l i m i t e d  p r i c e  i n c r e a s e s .

( 3 )  Could be p o l i t i c a l l y  d i f f i c u l t  t o  

s e l l .

(4) R e q u i r e s  e f f e c t i v e  r e s t r u c t u r i n g  o f  

n a t u r a l  g a s  i n d u s t r y  under  v e r y  

s h o r t  t im e  d e a d l i n e .

(5 )  Could be a r g u e d  to  j e o p a r d i z e  

s e c u r i t y  s u p p l y  n e c e s s a r y  f o r  s e r 

v i c e  o f  l o n g - t e r m  p u b l i c  u t i l i t y  

o b l i g a t i o n s .

(6) C r e a t e s  renewed c l a i m s  by o t h e r  

i n d u s t r i e s  ( e . g . ,  t im b e r )  f o r  c o n 

t r a c t  " a d j u s t m e n t s . "

b .  M o d i f i e d  Im m ediate  D e c o n t r o l  

i .  A d v a n t a g e s :

( 1 )  A lm ost  th e  same a s  Im m ediate  T o t a l  

D e c o n t r o l .

(2 )  Does n o t  i n t e r f e r e  a s  much w i t h  

l e g i t i m a t e  c o n t r a c t s  e n t e r e d  i n t o  

by p r i v a t e  p a r t i e s .
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(3 )  M in im iz e s  th e  o v e r s h o o t i n g  o r

u n d e r s h o o t i n g  o f  p r i c e s  t h a t  c o u ld  

o c c u r  from ph ased  d e c o n t r o l ,  

i i .  D i s a d v a n t a g e s

( 1 )  The m o d i f i e d  c o n t r a c t s  a p p ro a ch  may 

be d i f f i c u l t  to  implement and c o n 

t e m p l a t e s  govern m en t  i n t e r v e n t i o n .

(2 )  Would a l s o  be p o l i t i c a l l y  d i f f i c u l t  

t o  s e l l .

c .  Phased  O p t io n :  Phased  d e c o n t r o l  th ro u g h

1 9 8 5 ,  w i t h  m o d era te  amendments to  e a s e  

c o n t r a c t u a l  p r o b l e m s . 

i .  A d v a n t a g e s :

( 1 )  Makes i n c r e m e n t a l  movement from 

e x i s t i n g  r e g u l a t o r y  s i t u a t i o n  to  

g e n e r a l  d e c o n t r o l .

(2 )  Works in  p o l i c y  fram ew ork w i th  

w hich  C o n g r e s s  i s  f a m i l i a r .

(3 )  P r o v i d e s  a p r e d i c t a b l e  fram ework 

f o r  f u t u r e  d e v e lo p m e n t s  in  n a t u r a l  

g a s  i n d u s t r y ,  b oth  p r o d u c t i o n  and 

c o n su m p t io n .

(4) Shou ld  c a u s e  r e l a t i v e l y  m inor  p r i c e  

im pact  beyond t h a t  w hich  would 

o c c u r  an yw ay .
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( 1 )  More l i k e l y  to  become m ired  in  

C o n g r e s s i o n a l  c h a n g e s  and h o r s e  

t r a d i n g .

(2 )  S t i l l  c r e a t e s  some a d d i t i o n a l  

g o vern m en t  i n t e r v e n t i o n  by m o d i f i - 

c a t i o n  o f  e x i s t i n g  c o n t r a c t s  in  

v i o l a t i o n  o f  e x p e c t a t i o n s .

(3 )  S u f f i c i e n t l y  com plex t h a t  t r u e  

a d j u s t m e n t  w i l l  n o t  b e g i n  in  th e  

n a t u r a l  g a s  i n d u s t r y  u n t i l  a f t e r  

1 9 8 5 .

d .  C o n t in u e  NGPA

i .  A d v a n t a g e s :

( 1 )  A v o id s  an im m ediate  p o l i t i c a l  

f i g h t .

(2 )  C u r r e n t  s i t u a t i o n  i s  p e r c e i v e d  a s  

n ot  to o  b a d ,  a s  p r i c e  gap  betw een  

o i l  and g a s  h a s  d i m i n i s h e d .

(3 )  A v o id s  th e  p o s s i b i l i t y  o f  Adminis- 

t r a t i o n  i n i t i a t i v e s  l e a d i n g  to  an 

u l t i m a t e  b i l l  w orse  than  th e  

p r e s e n t  s i t u a t i o n  which th e  

P r e s i d e n t  would have  to  d e c i d e  

w h e th e r  t o  v e t o .

ii. Disadvantages:
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( 1 )  H urts  con sum ers  by l e a d i n g  to 

i n c r e a s e d  p r i c e s  and d e c r e a s e d  

s u p p l y  o v e r  the  lo n g  ru n .

(2)  L e a v e s  i n i t i a t i v e  in  hands o f  p r o 

p o n e n ts  o f  c o n t r o l s ,  who w i l l  c o n 

t i n u e  to  p r e s s  f o r  f u r t h e r  r e s t r i c 

t i o n s  on g a s  p r i c e s .

(3 )  P r e v e n t s  most e f f e c t i v e  and e f f i 

c i e n t  p r o d u c t i o n  and use o f  n a t u r a l  

g a s ,  th us  e x a c e r b a t i n g  e n e r g y  

p r o b l e m s .

C. The Hodel I n i t i a t i v e

1 .  E n ergy  S e c r e t a r y  Donald P. Hodel b e g i n s  C o n g r e s 

s i o n a l  c o n s u l t a t i o n s  on n a t u r a l  g a s  d e c o n t r o l  

l e g i s l a t i o n .

2 .  The Hodel Gas P r i c e  P la n

a .  Between now and J a n u a r y  1 ,  1 9 8 5 ,  c o n t r a c t s  

f o r  n a t u r a l  g a s  may be r e n e g o t i a t e d .

b. A f t e r  J a n u a r y  1 ,  1 9 8 5 ,  i f  c o n t r a c t  has  n ot  

been r e n e g o t i a t e d  p r i o r  to  t h a t  t im e ,  e i t h e r  

p a r t y  may o p t  o u t  and th e  g a s  s u p p l i e r  would 

have  th e  r i g h t  to  c o n t r a c t  c a r r i a g e  on a 

p i p e l i n e  i f  t h e r e  was room on t h a t  s y s t e m  —  

somewhat s i m i l a r  to  common c a r r i a g e .

ii. Disadvantages:
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c .  B etw een  now and J a n u a r y  1 ,  1 9 8 6 ,  any i n c r e a s e  

in  p r i c e  in  e x c e s s  o f  i n f l a t i o n  would be 

s u b j e c t  t o  FERC a p p r o v a l .

d .  T a k e - o r - p a y  p r o v i s i o n s  in  c o n t r a c t s  would be 

k e p t  a t  70 p e r c e n t  i f  c o n t r a c t  had n ot  been 

r e n e g o t i a t e d .

e .  At d a t e  o f  e n a c tm e n t  new c o n t r a c t s  w i l l  be 

d e c o n t r o l l e d  w i t h o u t  c a p  [on p r i c e s ] .

f .  A f t e r  d a t e  o f  e n a c t m e n t ,  any c o n t r a c t s  t h a t  

a r e  r e n e g o t i a t e d  a r e  d e c o n t r o l l e d  w i t h o u t  

c a p .

g .  Gas c a p  = a v e r a g e  o f  a l l  new and r e n e g o t i a t e d  

c o n t r a c t s .  Date cap  e x p i r e s  w i l l  be e i t h e r  

J a n u a r y  1 ,  1 9 8 5 ,  o r  J a n u a r y  1 ,  1 9 8 6 .

h. A f t e r  d a t e  o f  e n a c tm e n t  NGPA S e c t i o n s  1 0 2 ,  

1 0 3 ,  1 0 5  and 10 8  e x i s t i n g  c o n t r a c t s  r e c e i v e  

NGPA p r i c e  o r  g a s  c a p ,  w h i c h e v e r  i s  l o w e r .

i .  A f t e r  d a t e  o f  e n a c tm e n t  NGPA S e c t i o n s  1 0 4 ,

10 6  and 10 9  s t a y  a s  s c h e d u le d  under  NGPA 

p r i c e  u n t i l  r e n e g o t i a t e d .

j .  A l l  g a s  i s  d e c o n t r o l l e d  from N a t u r a l  Gas Act  

and NGPA a s  o f  J a n u a r y  1 ,  1 9 8 5 ,  o r  a s  r e n e g o 

t i a t e d  e a r l i e r .

k .  NGPA S e c t i o n  1 0 7  g a s  w i t h  p r i c e  above g a s  cap  

i s  f r o z e n  u n t i l  cap  r i s e s  to  t h a t  p o i n t .
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l .  . A f t e r  J a n u a r y  1 ,  1 9 8 5 ,  in  any c o n t r a c t  not

r e n e g o t i a t e d ,  p u r c h a s e r  o r  s e l l e r  can m a r k e t -  

o u t .

m. W i l l  a l l o w  p u r c h a s e r  an o p t i o n  to  r e d u c e  

t a k e - o r - p a y  t o  70 p e r c e n t .  I f  p u r c h a s e r  

e x e r c i s e s  o p t i o n ,  then  s e l l e r  has  m a r k e t - o u t  

o p t i o n  on t o t a l  c o n t r a c t .  B u yer  must 

t r a n s p o r t  w i t h  th e  " j u s t  and r e a s o n a b l e  p l u s

5 c e n t s . "  T a k e - o r - p a y  o p t i o n  e x p i r e s  J a n u a r y  

1 ,  1 9 8 6 .

n .  No p i p e l i n e  can t a k e  g a s  from any p i p e l i n e  

p r o d u c t i o n  o r  a f f i l i a t e ' s  p r o d u c t i o n  a t  r a t e  

h i g h e r  than  i t s  l o w e s t  r a t e  o f  t a k e  from l e s s  

e x p e n s i v e  g a s .

o .  FERC, on a p p l i c a t i o n ,  can r e q u i r e  a p i p e l i n e  

w i t h  c a p a c i t y  to  c a r r y  g a s  under a c o n t r a c t  

between p r o d u c e r  and a n o t h e r  p u r c h a s e r .

" J u s t  and r e a s o n a b l e  p l u s  5 c e n t s "  p r e v a i l s . "

p .  Through J a n u a r y  1 ,  1 9 8 6 ,  no p i p e l i n e  p u r 

c h a se d  g a s  a v e r a g e  can r e c e i v e  a u t o m a t i c  

p a s s t h r o u g h  o f  p r i c e s  h i g h e r  than th e  l a s t  

p r e e n a c t m e n t  p u r c h a s e d  g a s  a v e r a g e  p l u s  

i n f l a t i o n .

q .  L a t e s t  g a s  c a p  w i l l  be f e d e r a l  ap p ro ved  

r a t e s .
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r .  A l l  b u y e r s  w i l l  have  e q u a l  a c c e s s  to  o f f 

s h o r e  and i n t e r s t a t e  g a s .

s .  R e p e a l  F u e l  Use A c t  and i n c r e m e n t a l  p r i c i n g .

D. The G e n e r a l  A c c o u n t in g  O f f i c e  ("GAO” ) Adds t o  The

C o n f u s i o n .

1 .  In  a r e p o r t  on n a t u r a l  g a s  p r i c e  d e c o n t r o l  

r e l e a s e d  F e b r u a r y  1 0 ,  1 9 8 3 ,  t h e  GAO s a i d  s t a y i n g  

w i t h  th e  NGPA w i l l  p r o v i d e  a " s m o o th e r  p a th  to  

d e c o n t r o l "  and w i l l  r e s u l t  in  s l i g h t l y  lo w e r  

p r i c e s  t h r o u g h o u t  th e  1 9 8 0 s  th an  rem ovin g  a l l  

c o n t r o l s  from g a s  in  1 9 8 3 .

2 .  A c c o r d in g  to  th e  r e p o r t ,  t o t a l  d e c o n t r o l  in  19 8 3  

would mean somewhat h i g h e r  p r i c e s  in  1 9 8 3  and 

1 9 8 4 ,  b u t  i t  added t h a t  t h e  t o t a l  i n c r e a s e  through  

1 9 8 5  would be c o m p a ra b le  t o  what would happen 

under  t h e  A c t .

3 .  The r e p o r t  p r e d i c t e d  t h a t  t h e  i n c r e a s e  in  p r i c e s  

in  r e a l  te rm s  under  t h e  NGPA w i l l  be 83 p e r c e n t  

th ro u g h  1 9 8 5 .

4 .  Under d e c o n t r o l  in  1 9 8 3 ,  th e  i n c r e a s e  would be 42 

p e r c e n t .

5 .  Y e t ,  the  r e p o r t  a l s o  s a i d  t h a t  e i t h e r  o p t i o n  would 

be b e t t e r  in  te rm s  o f  p r i c e  and s u p p l y  than  any o f  

t h r e e  o t h e r  a l t e r n a t i v e s .

6. The r e p o r t ,  "An A n a l y s i s  o f  N a t u r a l  Gas P r i c i n g  

P o l i c y  A l t e r n a t i v e s , "  was r e q u e s t e d  by fo r m e r  Rep.
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Toby M o f f e t t  ( D - C o n n . ) , t h e n - c h a i r m a n  o f  the  House 

Government O p e r a t i o n s  E n v i r o n m e n t ,  E n e r g y ,  and 

N a t u r a l  R e s o u r c e s  S u b co m m itte e .

7 .  F i v e  a l t e r n a t i v e s  were  a n a l y z e d :

a .  Making no change  in  t h e  NGPA;

b. E x t e n d in g  the  p r i c e  c o n t r o l s  o f  th e  NGPA 

th ro u g h  1 9 9 0 ;

c .  Amending th e  NGPA t o  p e r m i t  the  Commission to  

r a i s e  p r i c e s  o f  g a s  found a t  d e p t h s  o f  1 0 , 0 0 0  

t o  1 5 , 0 0 0  f e e t  and o f  o ld  g a s ;

d .  P h a s in g  p r i c e  d e c o n t r o l  by i n c r e a s i n g  g a s  

p r i c e s  to  70 p e r c e n t  o f  c ru d e  o i l  p r i c e s ,  

w i t h  t o t a l  d e c o n t r o l  o f  w e l l h e a d  p r i c e s  in  

1 9 8 5 ;  and

e .  D e c o n t r o l l i n g  a l l  w e l l h e a d  p r i c e s  in  1 9 8 3 .

8.  No a l t e r n a t i v e  emerged a s  " c l e a r l y  s u p e r i o r , "  b ut  

t h e  b e s t  r e s u l t s  w i t h  the  f e w e s t  d i s a d v a n t a g e s  

would be o b t a i n e d  e i t h e r  by l e t t i n g  the  Act  run 

i t s  c o u r s e  o r  by d e c o n t r o l l i n g  a l l  g a s  in  1 9 8 3 ,

GAO c o n c l u d e d .

9 .  The r e m a in in g  t h r e e  a l t e r n a t i v e s  —  e x t e n d i n g  

c o n t r o l s ,  amending th e  A c t ,  o r  p h a s i n g  up to  t o t a l  

d e c o n t r o l  in  19 8 5  —  y i e l d e d  l e s s  f a v o r a b l e  

r e s u l t s .

1 0 .  E x t e n d in g  c o n t r o l s  c o u ld  c r e a t e  n a t u r a l  g a s  

s h o r t a g e s  in  19 8 5  and t h e r e a f t e r .
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1 1 .  The o t h e r  two l e a s t - f a v o r e d  a l t e r n a t i v e s  s e t  

c e i l i n g  p r i c e s  h i g h e r  th an  n e c e s s a r y  to  c l e a r  t h e  

m a rk e t  and have  few c o m p e n s a to r y  b e n e f i t s .

1 2 .  Between 1 9 8 2  and 1 9 8 5 ,  n a t u r a l  g a s  p r o d u c t i o n  and 

con su m p t io n  u nd er  t h e  NGPA would be w i t h i n  two 

p e r c e n t  o f  t h a t  u nd er  p r i c e  d e c o n t r o l  in  1 9 8 3 ,  th e  

r e p o r t  s a i d .  Under t h e  A c t ,  p r i c e s  in  1 9 8 3  would 

be 6 p e r c e n t  lo w e r  than  u nd er  t o t a l  d e c o n t r o l .  

P r i c e s  d u r i n g  19 8 4  would be 5 p e r c e n t  l o w e r .  With 

p a r t i a l  d e c o n t r o l  under  t h e  NGPA in  1 9 8 5 ,  p r i c e s  

would i n c r e a s e  1 3  p e r c e n t ,  th e  r e p o r t  s a i d ,  com

p a r e d  w i t h  th e  jump in  1 9 8 3  o f  1 8  p e r c e n t  i f  a l l  

g a s  w ere  d e c o n t r o l l e d .

V. CONGRESSIONAL IN ITIATIVES

A. The House -  Rep. Jo h n  D i n g e l l  ( D - M i c h . ) ,  Chairman o f  

House E n e rg y  and Commerce Com m ittee ,  and Rep .  P h i l i p  R. 

S h a r p  ( D - I n d . ) ,  Chairman o f  F o s s i l  and S y n t h e t i c  F u e l s  

S u b co m m itte e ,  s a y  " S t a y  t h e  C o u r s e . "

B.  The S e n a t e  -  S e n .  Jam es  McClure ( R - I d . ) ,  Chairman o f  

S e n a t e  E n e rg y  and N a t u r a l  R e s o u r c e s  C om m ittee :  "The 

R e f e r e e "  s a y s  "W ait  and s e e  what th e  P r e s i d e n t  d o e s . "

C. C o n g r e s s i o n a l  B u d g et  O f f i c e  s a y s  d e c o n t r o l  w i l l  not  

a f f e c t  f e d e r a l  b u d g e t  d e f i c i t .

1 .  No im pact  i s  p r e d i c t e d  o v e r  f o u r  y e a r  p e r i o d  from 

1 9 8 4 - 1 9 8 7 .

B-20



a . CBO e x p l a i n e d  t h a t  c h a n g e s  in  n a t u r a l  g a s

p r i c i n g  p o l i c y  would g e n e r a t e  econom ic  c o n 

s e q u e n c e s  w i t h  c o n f l i c t i n g  p r e s s u r e s  on th e  

f e d e r a l  b u d g e t .

( i ) On th e  one hand,  h i g h e r  n a t u r a l  g a s  

p r i c e s  would r e s u l t  im m e d ia t e ly  in  

i n c r e a s e d  c o r p o r a t e  t a x e s  from th e  g a s  

i n d u s t r y  and h i g h e r  r o y a l t y  paym ents  

from g a s  p rod u ced  on f e d e r a l  l a n d s .

( i i ) On the  o t h e r  hand,  t h e s e  re v e n u e  g a i n s  

m ig h t  be o f f s e t  by m acroeconom ic  a d j u s t  

ments to  h i g h e r  p r i c e s .

( i i i ) To t h e  e x t e n t  t h a t  th e  a d j u s t m e n t  to  

h i g h e r  g a s  p r i c e s  r e s u l t e d  in  a 

t e m p o ra ry  r e d u c t i o n  in  econom ic  growth 

and em ploym ent,  t a x e s  p a id  e l s e w h e r e  in  

t h e  economy c o u ld  d e c l i n e ,  and e x p e n d i 

t u r e s  f o r  f e d e r a l  t r a n s f e r  payment p r o 

grams c o u ld  i n c r e a s e .

( i v ) I f  g a s  d e c o n t r o l  r a i s e d  t h e  r a t e  o f  

i n f l a t i o n ,  e x p e n d i t u r e s  on in d exed  p a y 

ment p rogram s (su ch  a s  S o c i a l  S e c u r i t y )  

would a l s o  r i s e .

(v ) E x p e n d i t u r e s  f o r  d i s c r e t i o n a r y  program s 

would e i t h e r  have  to  be i n c r e a s e d  o r  a 

lo w e r  r e a l  l e v e l  o f  s e r v i c e s  a c c e p t e d .
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b .  N a t u r a l  g a s  d e c o n t r o l  c o u ld  r e s u l t  in

econ om ic  g a i n s ,  a s  a l e s s - c o n s t r a i n e d  g a s  

m a rk e t  a l l o w e d  f i r m s  and con su m ers  to  u se  

e n e r g y  more e f f i c i e n t l y .

The CBO r e p o r t  a s s e s s e d  th e  m acroecon om ic  and 

b u d g e t a r y  e f f e c t s  o f  t h r e e  g a s  p r i c i n g  p o l i c y  

o p t i o n s :

a .  c o m p le t e  d e c o n t r o l  o f  a l l  w e l l h e a d  n a t u r a l  

g a s  p r i c e s  on J a n u a r y  1 ,  1 9 8 4 ;

b .  a d v a n c i n g  t h e  p a r t i a l  d e c o n t r o l  s c h e d u l e  

p r o v i d e d  in  t h e  NGPA by one y e a r ,  from 

J a n u a r y  1 ,  1 9 8 5 ,  to  J a n u a r y  1 ,  1 9 8 4 ;  and

c .  a d m i n i s t r a t i v e  d e c o n t r o l ,  w i t h  p r i c e s  f o r  

f l o w i n g  g a s  u nd er  NGPA S e c t i o n s  1 0 4 ,  10 6  and 

10 9  i n c r e a s e d  t o  t h e  NGPA S e c t i o n  1 0 3  l e v e l  

on J a n u a r y  1 ,  1 9 8 3 .

CBO assumed t h a t  o i l  p r i c e s  would r i s e  from 

$ 3 4 / b b l  in  1 9 8 3  to  a b o u t  $ 3 9 / b b l .  in  1 9 8 5  ( i n  

nom inal  d o l l a r s )  and i n c r e a s e  a t  an assumed 7 

p e r c e n t  a n n u a l  r a t e  o f  i n f l a t i o n  t h e r e a f t e r ,  t h a t  

d i s c r e t i o n a r y  f e d e r a l  s p e n d in g  would i n c r e a s e  in 

r e s p o n s e  to  i n f l a t i o n ,  and t h a t  t h e r e  would be 

c o m p le t e  accommodation in  m o n e ta ry  p o l i c y  ( i . e . ,  

the  s u p p l y  o f  money would be a l l o w e d  to  i n c r e a s e  

by th e  amount t h a t  n a t u r a l  g a s  b i l l s  r i s e ) .



4 The CBO r e p o r t  d e te rm in e d  t h a t ,  compared w i th  the 

NGPA s t a t u s  quo b a s e  c a s e ,  c o m p le t e  w e l lh e a d  p r i c e  

d e c o n t r o l  on J a n u a r y  1 ,  1 9 8 4 ,  would lo w e r  g r o s s  

d o m e s t i c  p r o d u c t i o n  by 0 . 3  p e r c e n t  in  t h a t  y e a r ,  

r a i s e  i n f l a t i o n  by 1 . 1  p e r c e n t ,  and re d u c e  th e  

f i s c a l  y e a r  19 8 4  b ud get  d e f i c i t  by $ 3 . 6  b i l l i o n .  

S i n c e  i n f l a t i o n  c o u ld  be e x p e c t e d  to  s u b s i d e  and 

o u t p u t  to  i n c r e a s e  beyond 1 9 8 5 ,  r e s u l t i n g  in  o n l y  

a s l i g h t  r e d u c t i o n  in  t h e  f e d e r a l  d e f i c i t  o v e r  the  

l e v e l s  t h a t  would have o c c u r r e d  u nd er  NGPA, the  

r e p o r t  e s t i m a t e d  a c u m u l a t i v e  r e d u c t i o n  o f  o n l y  $5 

b i l l i o n  in  the  f e d e r a l  d e f i c i t  from c o m p le te  

d e c o n t r o l  o v e r  th e  y e a r s  1 9 8 4 - 1 9 8 7 .

5 .  Assuming a c c e l e r a t i o n  o f  new g a s  d e c o n t r o l  to

J a n u a r y  1 ,  1 9 8 4 ,  th e  CBO a n a l y s i s  e s t i m a t e d  a $ 1 . 1  

b i l l i o n  r e d u c t i o n  in  the  f i s c a l  y e a r  19 8 4  b u d get  

d e f i c i t  —  th e  n e t  e f f e c t  o f  a $ 2 . 2  b i l l i o n  

i n c r e a s e  in  f e d e r a l  r e v e n u e s  and r o y a l t i e s  o f f s e t  

by $ 1 . 1  b i l l i o n  in  h i g h e r  f e d e r a l  e x p e n d i t u r e s  on 

b oth  n o n - d i s c r e t i o n a r y  and d i s c r e t i o n a r y  s p e n d in g  

p r o g r a m s .  Over f i s c a l  y e a r s  1 9 8 4 - 1 9 8 7 ,  h o w e v e r ,  

the  c u m u l a t i v e  n e t  b u d get  e f f e c t  o f  t h i s  o p t i o n  

was p r o j e c t e d  to  be i n s i g n i f i c a n t ,  amounting to  a 

d e f i c i t  i n c r e a s e  o f  $ 0 . 2  b i l l i o n .
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D. House R e p u b l i c a n  T a s k  F o r c e  Recommends A c c e l e r a t e d ,

T o t a l  D e c o n t r o l  o f  N a t u r a l  Gas P r i c e s .

1 .  On J a n u a r y  1 8 ,  1 9 8 3  a House R e p u b l i c a n  T a s k  F o rc e  

on C o n g r e s s i o n a l  and R e g u l a t o r y  R e fo rm ,  headed by 

Rep.  J e r r y  L e w is  ( R - C a . ) ,  i s s u e d  a r e p o r t  

recommending t h a t  C o n g r e s s  " c l e a r  the  d e c k s  o f  a l l  

f e d e r a l  r e g u l a t i o n  o v e r  t h e  w e l l h e a d  p r i c e  o f  

n a t u r a l  g a s . "

2 .  The T a s k  F o r c e  s a i d  th e  NGPA had w i d e l y  d i s t o r t e d  

m a r k e t s  and p r i c e s  b e c a u s e  o f  i n c r e a s i n g  d i s p a r i 

t i e s  b etw een  " o l d "  and "new" g a s ,  a l o n g  v/ith 

i n c e n t i v e s  t o  d r i l l  h i g h - c o s t  deep  g a s  commanding 

d e r e g u l a t e d  p r i c e s  w e l l  ab ove  m a rk e t  l e v e l s .  As a 

r e s u l t ,  i n d u s t r i a l  demand h a s  f a l l e n ,  and r e s i d e n 

t i a l  p r i c e s  h ave  r i s e n .  R e s i d e n t i a l  p r i c e s  have 

a l s o  been a f f e c t e d  by p i p e l i n e s '  l o n g - t e r m  c o n 

t r a c t u a l  commitments to  buy minimum q u a n t i t i e s  

from p r o d u c e r s .

3 .  Consumers can  be e x p e c t e d  to  e x p e r i e n c e  an 

i n c r e a s e  in  g a s  p r i c e s  w i t h i n  the  n e x t  few y e a r s  

w h e th e r  th e  NGPA i s  a l l o w e d  t o  run i t s  c o u r s e  o r  

i s  m o d i f i e d  b e f o r e  1 9 8 5 .

4 .  An argum ent  can  be made t h a t  im m ediate  re m o va l  o f  

a l l  c o n t r o l s  would p r e c i p i t a t e  a d e c l i n e  in  th e  

p r i c e  f o r  n a t u r a l  g a s .  B e c a u s e  " a b e r r a t i o n s  in  

th e  c u r r e n t  la w "  have  f o r c e d  much l o w e r - p r i c e d  g a s
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t o  be s h u t  i n ,  " a d d i t i o n a l  s u p p l i e s  o f  r e l a t i v e l y  

l o w e r - c o s t  d o m e s t i c  g a s  f l o w i n g  once p r i c e s  a r e  

d e c o n t r o l l e d  s h o u ld  a p p l y  downward p r e s s u r e  on g a s  

p r i c e s  in  th e  lo n g  ru n .

5 .  The T a s k  F o r c e  warned a g a i n s t  " q u i c k - f i x "  s o l u 

t i o n s  to  stem p r i c e  r i s e s .  A c t i o n s  p ro p o se d  in  

t h e  97th  C o n g r e s s ,  f o r  e x a m p le ,  i n c l u d e d  f r e e z i n g  

n a t u r a l  g a s  p r i c e s  f o r  up to  two y e a r s  and 

a b r o g a t i n g  l o n g - t e r m  c o n t r a c t s  w i t h  t a k e - o r - p a y  

p r o v i s i o n s .

6 .  But  f r e e z i n g  g a s  p r i c e s  would l o c k - i n  most o f  the  

e x p e n s i v e  g a s  c o n t r a c t s  which a r e  j u s t  b e g i n n i n g  

t o  be r e n e g o t i a t e d  downward. At t h e  same t im e ,  

t h e  T ask  F o r c e  s t r e s s e d  t h a t  C o n g r e s s i o n a l  

a d h e r e n c e  to  t h e  s t a t u s  quo would n ot  h e l p  

c o n s u m e r s .

7 .  " P e r m i t t i n g  NGPA t o  run i t s  c o u r s e  c o u ld  c r e a t e  

any number o f  u n c e r t a i n  and u n p l e a s a n t  r e s u l t s :  

E i t h e r  th e  p r i c e  w i l l  be h i g h e r  than consum ers  

would be w i l l i n g  to  pay  in  a f r e e  m a r k e t ,  o r  th e  

p r i c e  w i l l  be t o o  lo w .  . .and a s h o r t a g e  w i l l  be 

on th e  h o r i z o n . "

8 .  T o t a l l y  d e r e g u l a t i n g  a l l  w e l l h e a d  g a s  p r i c e s  

e a r l i e r  than 1 9 8 5 ,  when demand grow th  i s  n o t  

p r e s e n t ,  a v o i d s  th e  p r i c e  shock  t h a t  would o c c u r
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under  NGPA in  1 9 8 5 .  I t  a l s o  would b r i n g  a l l  g a s  

p r i c e s  i n t o  b a l a n c e  w i t h  a l t e r n a t i v e  f u e l  p r i c e s .

9 .  C om plete  d e c o n t r o l  would r e d u c e  t h e  r e g u l a t o r y  

a d v a n t a g e  i n t e r s t a t e  p i p e l i n e s  would have  o v e r  

o t h e r  p i p e l i n e s  f o r  o b t a i n i n g  more e x p e n s i v e ,  

n ew ly  d i s c o v e r e d  g a s ,  th ro u g h  th e  i n d u s t r y  p r a c 

t i c e  o f  a v e r a g i n g  a l l  g a s  c o s t s  i n t o  a s i n g l e  

p r i c e .

E .  P r i n c i p a l  L e g i s l a t i v e  P r o p o s a l s  I n v o l v i n g  

D e c o n t r o l / R e c o n t r o l .

1 .  House

a .  H.R. 4 would amend th e  NGPA by r e s t r a i n i n g  

n a t u r a l  g a s  p r i c e  i n c r e a s e s  th ro u g h  f a c i l i 

t a t i n g  p r i c e  r e s p o n s i v e n e s s  d u r i n g  p e r i o d s  

when s u p p l i e s  e x c e e d  demand. S p o n s o r :  Rep.

R o b e r t  H. M ic h e l  ( R . - I l l . ) .

H .C o n .R e s .  2 9 . E x p r e s s i n g  the  s e n s e  o f  the  

C o n g r e s s  on n a t u r a l  g a s  p r i c e s .  S p o n s o r :

Rep. C a r d i s s  C o l l i n s  ( D . - I l l . ) .

H. R e s . 3 8 . E x p r e s s i n g  th e  s e n s e  o f  t h e  House 

w i t h  r e s p e c t  t o  t h e  a c c e l e r a t i o n  o f  w e l l h e a d  

n a t u r a l  g a s  p r i c e s .  S p o n s o r :  Rep. J o s e p h  M.

Gaydos ( D . - P a . ) .

H. J . R e s . 5 8 . R e q u i r i n g  th e  F e d e r a l  E n e rg y  

R e g u l a t o r y  Commission to  commence a r u l e -  

making r e l a t i n g  to  n a t u r a l  g a s  p i p e l i n e  r a t e
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d e s i g n s ,  and t o  r e p o r t  i t s  f i n d i n g s ,  c o n c l u 

s i o n ,  and recom m en dat ions  to  th e  E n e rg y  & 

Commerce Com m ittee .  S p o n s o r :  Rep. J u l i a n  C.

Dixon ( D . - C a . ) .

H.R. 1 3 1 . To remove a r t i f i c a l  im pedim ents  on 

the  u se  o f  n a t u r a l  g a s  and to  p r o v i d e  i n c e n 

t i v e s  f o r  i n c r e a s e d  n a t u r a l  g a s  p r o d u c t i o n .  

S p o n s o r :  Rep. P h i l  Gramm ( R . - T e x . ) .

H .R .  2 3 2 . To p r o h i b i t  i n c r e a s e s  in  th e  w e l l 

head p r i c e s  o f  n a t u r a l  g a s  d u r in g  the  s i x  

month p e r i o d  b e g i n n i n g  J a n u a r y  1 ,  1 9 8 3 .  

S p o n s o r :  Rep. Henry J .  Nowak ( D . - N . Y . ) .

H.R. 4 8 2 . To e n s u r e  t h a t  r a t e s  c h a rg e d  by 

n a t u r a l  g a s  com pan ies  a r e  m a r k e t - s e n s i t i v e .  

S p o n s o r :  Rep. B e v e r l y  B.  Byron ( D . - M d . ) .

H.R .  5 8 3 . To amend t h e  NGPA to  impose a 

m o rator iu m  on p r i c e  i n c r e a s e s .  S p o n s o r :

Rep. Dan Gl ickm an ( D . - K s . ) .

H .R .  6 1 9 . To amend t h e  NGPA t o  impose a 

f r e e z e  on n a t u r a l  g a s  p r i c e  i n c r e a s e s .  

S p o n s o r :  Rep. R o b e r t  W. K a s t e n m e i e r  ( D . -

W i s . ) .

H.R. 7 0 5 . To c l a r i f y  the  d e f i n i t i o n  o f  ab u se  

f o r  p u r p o s e s  o f  d i s q u a l i f y i n g  c e r t a i n  c o s t  

p a s s t h r o u g h s  to  d i s t r i b u t o r s  and consum ers  o f
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n a t u r a l  g a s .  S p o n s o r :  Rep. Thomas S .  Tauke

( R . - I o w a ) .
/

H.R. 7 9 6 . To p r o v i d e  a t e m p o r a r y  means to 

c o r r e c t  im b a la n c e s  in  th e  n a t u r a l  g a s  m ark et  

in  o r d e r  to  r e s t r a i n  p r i c e s  c h a r g e d  to  

n a t u r a l  g a s  u s e r s .  S p o n s o r :  Rep. J o s e p h  M.

G aydos ( D . - P a . ) .

H .R .  8 2 7 . To amend th e  NGPA t o  p r o h i b i t  

e n f o r c e m e n t  o f  t a k e - o r - p a y  c l a u s e s  in  c o n 

t r a c t s  f o r  n a t u r a l  g a s .  S p o n s o r :  Rep. Jo h n

J .  L a F a l c e  ( D . - N . Y . ) .

H.R. 8 7 3 . To p r o v i d e  a t e m p o r a r y  means to  

c o r r e c t  im b a la n c e s  in  the  n a t u r a l  g a s  m a rk e t  

in  o r d e r  t o  r e s t r a i n  p r i c e s  c h a r g e d  to  

n a t u r a l  g a s  u s e r s .  S p o n s o r :  Rep. Jam es  L.

O b e r s t a r  ( D . - M i n n . ) .

H.R .  9 0 9 . To f r e e z e  n a t u r a l  g a s  p r i c e s .  

S p o n s o r :  Rep. H a ro ld  L.  Volkm er ( D . - M o . ) .

H.R .  9 1 0 . To amend th e  NGPA t o  d e f i n e  a b u se  

f o r  p u r p o s e s  o f  d e t e r m i n i n g  w h e th e r  p a s s 

t h r o u g h s  o f  amounts p a i d  t o  i n t e r s t a t e  p i p e 

l i n e s  f o r  n a t u r a l  g a s  s h o u ld  be d e n i e d ,  and 

t o  deny  p a s s t h r o u g h s  to  i n t e r s t a t e  p i p e l i n e s  

f o r  a c t i o n s  w hich  a r e  im p ru d e n t .  S p o n s o r :  

Rep. H a ro ld  L . V o l k e r  ( D . - M o . ) .
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H.R. 1359. To amend NGPA to eliminate

a u t h o r i t y  to  i n c r e a s e  c e i l i n g  p r i c e s  o f  

n a t u r a l  g a s  h i g h e r  than  the  maximum l a w f u l  

p r i c e  i f  j u s t  and r e a s o n a b l e .  S p o n s o r :  Rep.

Ike. S k e l t o n  ( D . - M o . ) .

H.R. 1 4 2 2 . To amend NGPA to  p r o v i d e  f o r  

c o n t i n u a t i o n  o f  p r i c e  c o n t r o l s  beyond 1 9 8 5 ,  

t o  e l i m i n a t e  the  m onthly  i n d e x i n g  o f  w e l lh e a d  

p r i c e s ,  to  a l l o w  i n c r e a s e s  in  such p r i c e s  

p r i o r  to  the  e x p i r a t i o n  o f  n a t u r a l  g a s  p r i c e  

c o n t r o l s  o n l y  to  th e  e x t e n t  j u s t i f i e d  on th e  

b a s i s  o f  i n c r e a s e s  in  the c o s t  o f  p r o d u c in g  

n a t u r a l  g a s .  S p o n s o r :  Rep. R o b e r t  A .  Young

( D . - M o . ) .

2 .  S e n a t e

a .  S . 6 0 . To f r e e z e  th e  maximum l a w f u l  p r i c e  o f  

g a s  a t  i t s  a c t u a l  l e v e l  u n t i l  J a n u a r y  1 ,

1 9 8 5 .  S p o n s o r :  Sen .  Nancy Kassebaum ( R . -

K a n s a s ) .

S .  2 3 9 . To c l a r i f y  the  d e f i n i t i o n  o f  ab u se  

in  t h e  NGPA. S p o n s o r s :  Sen .  R oger  W. J e p s e n

( R . - I o w a )  and Sen .  C h a r l e s  G r a s s l e y  ( R . -  

I o w a ) .

S .  2 9 1 . To amend th e  NGPA t o  p r o h i b i t  t a k e -  

o r - p a y  c l a u s e s .  S p o n s o r :  S e n .  Joh n  C.

D a n fo r t h  ( R . - M o . ) .
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S . 293. To amend the NGPA to prohibit

i n c r e a s e s  in  th e  w e l l h e a d  p r i c e s  o f  n a t u r a l  

g a s .  S p o n s o r :  Sen .  Thomas E a g l e t o n  ( D . -

Mo. ) .

V I .  OTHER CONSIDERATIONS

A. W i n d f a l l  P r o f i t  T a x ?

B. C o n t r a c t  S a n c t i t y  and M arket  C o n d i t i o n s

1 .  R e n e g o t i a t i o n .

2 .  I n d e f i n i t e  P r i c e  E s c a l a t i o n .

3.  M a r k e t - o u t .

4 .  Take o r  P a y .

5 .  P r i c e  F r e e z e .

C. U n i t e d  S t a t e s  Supreme C o u r t  d e c i s i o n  in  E n e r g y  R e s e r v e s  

G ro u p ,  I n c ,  v .  K a n s a s  Power & L i g h t  Co. , 5 1  U .S .C .W .  

4 10 6  ( U . S .  J a n .  2 4 ,  1 9 8 3 )  (No. 8 1 - 1 3 7 0 ) .

1 .  K a n sa s  N a t u r a l  Gas P r i c e  P r o t e c t i o n  A c t  u p h e ld .

2. W i l l  t h e  s t a t e s  c r e a t e  a p a t c h w o rk  r e g u l a t o r y  

p r i c i n g  s t r u c t u r e  and new h e a d a c h e s ?

V I I .  CONCLUSION

A. S u r g i c a l  a p p r o a c h  w i l l  n o t  w ork .

B.  C o m p reh en s ive  c h a n g e s  a r e  n e e d e d .

C. G iven  the  d e p r e s s e d  m a r k e t ,  now may be t h e  b e s t  t ime 

f o r  im m e d ia te ,  t o t a l  d e c o n t r o l .
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HOUSE COMMITTEE ON ENERGY AND COMMERCE, 98TH CONGRESS

J u r i s d i c t i o n : ( 1 )  I n t e r s t a t e  and f o r e i g n  commerce g e n e r a l l y ;  (2)
N a t i o n a l  e n e r g y  p o l i c y  g e n e r a l l y ;  (3 )  M e a s u re s  r e l a t i n g  to  the  
e x p l o r a t i o n ,  p r o d u c t i o n ,  s t o r a g e ,  s u p p l y ,  m a r k e t i n g ,  p r i c i n g  and 
r e g u l a t i o n  o f  e n e r g y  r e s o u r c e s ,  i n c l u d i n g  a l l  f o s s i l s ,  f u e l s ,  
s o l a r  e n e r g y ,  and o t h e r  u n c o n v e n t i o n a l  o r  r e n e w a b l e  e n e r g y  
r e s o u r c e s ;  (4 )  M easu res  r e l a t i n g  t o  th e  c o n s e r v a t i o n  o f  e n e r g y  
r e s o u r c e s ;  ( 5 )  M easures  r e l a t i n g  t o  the  co m m erc ia l  a p p l i c a t i o n  o f  
e n e r g y  t e c h n o l o g y ;  (6) M easu res  r e l a t i n g  t o  e n e r g y  i n f o r m a t i o n  
g e n e r a l l y ;  (7 )  M easures  r e l a t i n g  t o  (A) th e  g e n e r a t i o n  and 
m a r k e t in g  o f  power ( e x c e p t  by f e d e r a l l y  c h a r t e r e d  o r  F e d e r a l  
r e g i o n a l  power m a r k e t in g  a u t h o r i t i e s )  (B) t h e  r e l i a b i l i t y  and 
i n t e r s t a t e  t r a n s m i s s i o n  o f  and r a t e m a k in g  f o r ,  a l l  pow er ,  and (C) 
the  s i t i n g  o f  g e n e r a t i o n  f a c i l i t i e s ,  e x c e p t  th e  i n s t a l l a t i o n  o f  
i n t e r c o n n e c t i o n s  betw een  Government w a t e r p o w e r  p r o j e c t s ;  (8) 
I n t e r s t a t e  e n e r g y  c o m p a c ts ;  (9) M easu res  r e l a t i n g  to  the  g e n e r a l  
management o f  th e  D epartm ent  o f  E n e r g y  and th e  management and a l l  
f u n c t i o n s  o f  t h e  F e d e r a l  E n e rg y  R e g u l a t o r y  C om m ission ;  ( 1 0 )
I n l a n d  w a t e r w a y s ;  ( 1 1 )  R a i l r o a d s ,  i n c l u d i n g  r a i l r o a d  l a b o r ,  r a i l 
ro a d  r e t i r e m e n t  and unemployment,  e x c e p t  r e v e n u e  m easu res  r e l a t e d  
t h e r e t o ;  ( 1 2 )  R e g u l a t i o n s  o f  i n t e r s t a t e  and f o r e i g n  communica
t i o n s ;  ( 1 3 )  S e c u r i t i e s  and e x c h a n g e s ;  ( 1 4 )  Consumer a f f a i r s  and 
consumer p r o t e c t i o n ;  ( 1 5 )  T r a v e l  and t o u r i s m ;  ( 1 6 )  P u b l i c  h e a l t h  
and q u a r a n t i n e ;  ( 1 7 )  H e a l t h  and h e a l t h  f a c i l i t i e s ,  e x c e p t  h e a l t h  
c a r e  s u p p o r t e d  by p a y r o l l  d e d u c t i o n s ;  ( 1 8 )  B i o m e d i c a l  r e s e a r c h  
and d e v e l opm ent .

Cha irm an:  Jo h n  D. D i n g e l l ,  (M ic h . )

DEMOCRATS

Ja m e s  H. S c h e u e r  ( N . Y . )  
R i c h a r d  L .  O t t i n g e r  ( N . Y . )  
Henry A. Waxman ( C a l i f . )  
T im othy E. W irth  ( C o l o . )  
P h i l i p  S h a rp  ( I n d . )
Ja m e s  J .  F l o r i o  ( N . J . )  
Edward Markey ( M a s s . )  
Thomas A. Luken (Ohio) 
D o u g la s  W algren  ( P a . )  
A l b e r t  G o r e ,  J r .  (T e n n .)  
B a r b a r a  A. M i k u l s k i  (Md.) 
A l  S w i f t  (Wash.)
M ickey  L e l a n d  ( T e x a s )

R ic h a r d  C. S h e l b y  ( A l a . )  
C a r d i s s  C o l l i n s  ( 1 1 1 . )  
M ic h a e l  S y n a r  ( O k l a . )
W. J . T a u z in  ( L a .)
R on a ld  Wyden (O re . )
R a lp h  M. H a l l  ( T e x a s )  

*D e n n is  E c k a r t  (Ohio) 
*Wayne Dowdy ( M i s s . )  
+ W il l ia m  R ic h a r d s o n  (N.M.) 
+ jam es  S l a t t e r y  (K a n .)  
+ G e r r y  S i k o r s k i  (M inn.)  
+ Joh n  B r y a n t  ( T e x a s )
+ ja m e s  B a t e s  ( C a l i f . )

* New com m ittee  member.
+ New House and com m ittee  member
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REPUBLICANS

Ja m e s  T .  B r o y h i l l  ( N .C . )
Norman F .  L e n t  ( N . Y . )
Edward R .  Madigan ( 1 1 1 . )
C a r l o s  J .  Moorhead ( C a l i f . )  
Matthew J .  R i n a l d o  ( N . J . )
Tom C o r c o r a n  ( I 1 1 . )
W i l l i a m  E .  Dannemeyer ( C a l i f . )
Bob W h i t t a k e r  (K a n .)
Tom Tauke ( I o w a )
Don R i t t e r  ( P a . )
D a n i e l  R .  C o a t s  ( I n d . )
Thomas J .  B l i l e y ,  J r .  ( V a . )

* J a c k  F i e l d s  ( T e x a s )
*Mike O x l e y  (Ohio)

Howard N i e l s o n  (Utah)

* New c om m ittee  member.
+ New House and com m ittee  member.
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HOUSE COMMITTEE ON ENERGY AND COMMERCE, 98TH CONGRESS 
Subcom m ittee  Memberships and t h e i r  J u r i s d i c t i o n

SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS

J u r i s d i c t i o n : R e s p o n s i b i l i t y  f o r  o v e r s i g h t  o f  a g e n c i e s ,
d e p a r t m e n t s ,  and a l l  p rogram s w i t h i n  t h e  j u r i s d i c t i o n  o f  the  f u l l  
Committee and f o r  c o n d u c t in g  such  i n v e s t i g a t i o n s  w i t h i n  such  
j u r i s d i c t i o n .

C ha irm an:  Jo h n  D. D i n g e l l ,  M ich .

Dem ocrats

A l b e r t  G o r e ,  J r . ,  Tenn. 
J i m  S l a t t e r y ,  K a n s .  
G e r r y  S i k o r s k i ,  Minn. 
J i m  B a t e s ,  C a l i f .
Ja m e s  H. S c h e u e r ,  N .Y .  
Ja m e s  J .  F l o r i o ,  N . J .  
Edward J .  M ark ey ,  M ass.  
Doug W a lg r e n ,  P a .

R e p u b l i c a n s

Ja m e s  T .  B r o y h i l l ,  N .C .
Bob W h i t t a k e r ,  K a n s .
Thomas J .  B i l l e y ,  J r . ,  V a .  
M ic h a e l  G. O x l e y ,  Ohio

SUBCOMMITTEE ON ENERGY CONSERVATION AND POWER

J u r i s d i c t i o n : E n e rg y  c o n s e r v a t i o n  and r e n e w a b le  e n e r g y  r e s o u r c e
c o m m e r c i a l ! z a t i o n  and u t i l i z a t i o n ;  u t i l i t y  i s s u e s  and r e g u l a t i o n  
o f  n u c l e a r  f a c i l i t i e s ;  and a l l  l a w s ,  p r o g r a m s ,  and governm ent  
a c t i v i t i e s  a f f e c t i n g  such m a t t e r s  and n u c l e a r  e n e r g y .

Chairman: R ic h a r d  L .  O t t i n g e r ,  N .Y .

D em ocrats

A l  S w i f t ,  Wash.
Mike S y n e r ,  O k la .
Ron Wyden, O reg .
R a lp h  M. H a l l ,  T e x .
Jo h n  B r y a n t ,  T e x .
Thomas A. Luken ,  Ohio
J o h n  D. D i n g e l l ,  M ich,  (ex  o f f i

R e p u b l i c a n s

C a r l o s  J .  Moorhead, C a l i f .  
Don R i t t e r ,  P a .
Dan C o a t s ,  I n d .
Ja m e s  T .  B r o y h i l l ,  N .C .

(ex  o f f i c i o )

i o )
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SUBCOMMITTEE ON HEALTH AND THE ENVIRONMENT

J u r i s d i c t i o n :  P u b l i c  h e a l t h  and q u a r a n t i n e ;  h o s p i t a l  c o n s t r u c 
t i o n ;  m e n ta l  h e a l t h  and r e s e a r c h ;  b i o m e d i c a l  p rogram s and h e a l t h  
p r o t e c t i o n  in  g e n e r a l ,  i n c l u d i n g  m e d ic a id  and n a t i o n a l  h e a l t h  
i n s u r a n c e ;  f o o d s  and d r u g s ;  dru g  a b u s e ;  C l e a n  A i r  A c t  and e n v i 
ro n m e n ta l  p r o t e c t i o n  in  g e n e r a l ,  i n c l u d i n g  t h e  S a f e  D r in k in g  
W ater  A c t ;  consum er p r o d u c t  s a f e t y  ( t h e  C P S C ) .

Cha irm an:  Henry A. Waxman, C a l i f .

D em ocrats  R e p u b l i c a n s

Jam es  H. S c h e u e r ,  N .Y .
Thomas A. Lu ken ,  Ohio 
Doug W a lg r e n ,  P a .
B a r b a r a  A. M i k u l s k i ,  Md.
R ic h a r d  C. S h e l b y ,  A l a .
Ron Wyden, O r e g .
Dennis  E. E c k a r t ,  Ohio 
G e r r y  S i k o r s k i ,  Minn.
R i c h a r d  L .  O t t i n g e r ,  N .Y .
Timothy E.  W ir t h ,  C o l o .
M ickey  L e l a n d ,  T e x .
Jo h n  D. D i n g e l l ,  Mich,  (ex  o f f i c i o )

Edward R. M adigan ,  I 1 1 .  
W i l l i a m  E .  Dannemeyer,  C a l i f .  
Bob W h i t t a k e r ,  K an s .
Thomas J .  B i l l e y ,  J r . ,  V a .  
Howard C. N i e l s o n ,  Utah 
Jam es  T .  B r o y h i l l ,  N .C .

(ex  o f f i c i o )

SUBCOMMITTEE ON TELECOMMUNICATIONS, CONSUMER PROTECTION,
AND FINANCE

J u r i s d i c t i o n : I n t e r s t a t e  and f o r e i g n  t e l e c o m m u n i c a t i o n s  i n c l u d 
i n g ,  b u t  no t  l i m i t e d  t o ,  a l l  t e l e c o m m u n ic a t io n  and i n f o r m a t i o n  
t r a n s m i s s i o n  by b r o a d c a s t ,  r a d i o ,  w i r e ,  m ic r o w a v e ,  s a t e l l i t e ,  o r  
o t h e r  mode; consumer p r o t e c t i o n  in  g e n e r a l ;  m otor  v e h i c l e  s a f e t y ;  
s e c u r i t i e s  and f i n a n c e  ( t h e  S E C ) .

Cha irm an:  T im othy  E. W ir t h ,  C o l o .

D em ocrats

Edward J .  M ark ey ,  Mass.  
A l  S w i f t ,  Wash.
C a r d i s s  C o l l i n s ,  I 1 1 .  
A l b e r t  G o r e ,  J r .  Tenn. 
M ickey  L e l a n d ,  T e x .
Jo h n  B r y a n t  
J im  B a t e s ,  C a l i f .
Jam es  H. S c h e u e r ,  N .Y .  
Henry A. Waxman, C a l i f .

R e p u b l i c a n s

Matthew J .  R i n a l d o ,  N . J .  
C a r l o s  J .  Moorhead, C a l i f .  
Thomas J . T a u k e , Iowa 
M ic h a e l  G. O x l e y ,  Ohio 
Ja m e s  T .  B r o y h i l l ,  N .C .

(ex  o f f i c i o )
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SUBCOMMITTEE ON FOSSIL AND SYNTHETIC FUELS

J u r i s d i c t i o n : F o s s i l  e n e r g y  and s y n t h e t i c  f u e l s  r e g u l a t i o n ,
c o m m e r c i a l i z a t i o n  and u t i l i z a t i o n ;  j u r i s d i c t i o n  o v e r  a l l  
p e t r o le u m  and n a t u r a l  g a s  i s s u e s ;  and a l l  l a w s ,  p ro g ra m s ,  and 
govern m en t  a c t i v i t i e s  a f f e c t i n g  such m a t t e r s .

Charim an: P h i l l i p  R. S h a r p ,  I n d .

D em o crats  R e p u b l i c a n s

Mike S y n a r ,  O k la .
W. J .  " B i l l y "  T a u z i n ,  L a .
R a lp h  M. H a l l ,  T e x .
Wayne Dowdy, M i s s .
B i l l  R i c h a r d s o n ,  N. Mex.
J i m  S l a t t e r y ,  K a n s .
Edward J .  M ark ey ,  M ass.
Thomas A. Lu ken ,  Ohio 
Doug W a lg r e n ,  P a .
R i c h a r d  C .  S h e l b y ,  A l a .
C a r d i s s  C o l l i n s ,  I 1 1 .
Jo h n  D. D i n g e l l ,  M ich,  (ex  o f f i c i o )

Tom C o r c o r a n ,  I 1 1 .
W i l l i a m  E .  Dannemeyer,  C a l i f .  
Thomas J .  T a u k e ,  Iowa 
Dan C o a t s ,  I n d .
J a c k  F i e l d s ,  T e x .
Jam es  T .  B r o y h i l l ,  N .C .

(ex  o f f i c i o )

SUBCOMMITTEE ON COMMERCE, TRANSPORTATION, AND TOURISM

J u r i s d i c t i o n : I n t e r s t a t e  and f o r e i g n  commerce g e n e r a l l y ,  the
r e g u l a t i o n  o f  t r a d e  ( t h e  FT C );  r e g u l a t i o n  o f  t r a v e l  and t o u r i s m ,  
and a l l  m a t t e r s  r e l a t i n g  t o  i n l a n d  w a t e r w a y s ,  r a i l r o a d s ,  r a i l r o a d  
r e t i r e m e n t ,  and r a i l w a y  l a b o r ;  s o l i d  w a s t e ,  h a z a r d o u s  w a s t e ,  and 
t o x i c  s u b s t a n c e s ;  n o i s e  p o l l u t i o n  c o n t r o l s ;  i n s u r a n c e ;  and t im e .

Chairm an: Ja m e s  J .  F i o r i o ,  N . J .

D em ocrats

B a r b a r a  A. M i k u l s k i ,  Md. 
W . J .  " B i l l y "  T a u z i n ,  L a .  
D ennis  E. E c k a r t ,  Ohio 
Wayne Dowdy, M i s s .
B i l l  R i c h a r d s o n ,  N. Mex. 
J o h n  D. D i n g e l l ,  M ich,  (ex

R e p u b l i c a n s

Norman F .  L e n t ,  N .Y .
Don R i t t e r ,  P a .
Jam es  T. B r o y h i l l ,  N .C .  

(ex  o f f i c i o )

o f f i c i o )
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SENATE COMMITTEE ON ENERGY AND NATURAL RESOURCES,
98TH CONGRESS

J u r i s d i c t i o n : ( 1 )  E n e r g y  p o l i c y ;  (2 )  E n e r g y  r e g u l a t i o n  and
c o n s e r v a t i o n ;  (3 )  E n e rg y  r e s e a r c h  and d e v e lo p m e n t ;  (4) S o l a r  
e n e r g y  s y s t e m s ;  (5 )  N o n m i l i t a r y  d e v e lo p m e n t  n u c l e a r  e n e r g y ;  (6) 
N a v a l  p e t r o le u m  r e s e r v e s  in  A l a s k a ;  (7 )  O i l  and g a s  p r o d u c t i o n  
and d i s t r i b u t i o n ;  (8) E x t r a c t i o n  o f  m i n e r a l s  from o c e a n s  and 
O u ter  C o n t i n e n t a l  S h e l f  l a n d s ;  (9) E n e r g y - r e l a t e d  a s p e c t s  o f  
d e e p w a t e r  p o r t s ;  ( 1 0 )  h y d r o e l e c t r i c  p o w er ,  i r r i g a t i o n  and 
r e c l a m a t i o n ;  ( 1 1 )  C o a l  p r o d u c t i o n ,  d i s t r i b u t i o n ,  and u t i l i z a t i o n ;  
( 1 2 )  P u b l i c  l a n d s  and f o r e s t s ,  i n c l u d i n g  fa r m in g  and g r a z i n g  
t h e r e o n ,  and m i n e r a l  e x t r a c t i o n  t h e r e f r o m ;  ( 1 3 )  N a t i o n a l  p a r k s ,  
r e c r e a t i o n  a r e a s ,  w i d e r n e s s  a r e a s ,  w i l d  and s c e n i c  r i v e r s ,  h i s 
t o r i c a l  s i t e s ,  m i l i t a r y  p a r k s  and b a t t l e f i e l d s ,  an d ,  on th e  
p u b l i c  dom ain,  p r e s e r v a t i o n  o f  p r e h i s t o r i c  r u i n s  and o b j e c t s  o f  
i n t e r e s t ;  ( 1 4 )  M in in g ,  m i n e r a l  l a n d s  m in ing  c l a i m s ,  and m i n e r a l  
c o n s e r v a t i o n ;  ( 1 5 )  Mining e d u c a t i o n  and r e s e a r c h ;  ( 1 6 )
T e r r i t o r i a l  p o s s e s s i o n s  o f  t h e  U n i t e d  S t a t e s ,  i n c l u d i n g  t r u s t e e 
s h i p .  In  a d d i t i o n ,  th e  com m ittee  i s  mandated t o  s t u d y  and r e v i e w  
m a t t e r s  r e l a t i n g  t o  e n e r g y  and r e s o u r c e s  d e v e lo p m e n t ,  and to  
r e p o r t  on t h e s e  m a t t e r s  p e r i o d i c a l l y .

Chairm an: Jam es  M c C lu re ,  ( Id a h o )

R e p u b l i c a n s D em ocrats

Mark H a t f i e l d  ( O r e . ) J .  B e n n e t t  J o h n s t o n  ( L a . )  
Henry J a c k s o n  (Wash.)
D a le  Bumper ( A r k . )
W en d el l  Ford  ( K y . )
Howard Metzenbaum (Ohio) 
S p a rk  M atsunaga (H a w ai i )  
Jo h n  M e lc h e r  (M ont.)
P a u l  T s o n g a s  (M a s s . )
B i l l  B r a d l e y  ( N . J . )

L o w e l l  W e i c k e r ,  J r .  ( C o n n . )
P e te  D o m e n ic i  ( N . M . )
M a lc o lm  W a l l o p  ( W y o . )
Jo h n  Warner ( V a . )
F r a n k  M u r k o w s k i  ( A l a s k a )
Don N i c k l e s  ( O k l a . )  
J o h n  H e in z  ( P a . )
C h i c k  H e c h t  ( N e v . ) +  
J o h n  C h a fe e  ( R . I . ) *
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SUBCOMMITTEE ON ENERGY CONSERVATION AND SUPPLY

SUBCOMMITTEES OF THE SENATE ENERGY AND NATURAL RESOURCES
COMMITTEE, 98TH CONGRESS

J u r i s d i c t i o n : F e d e r a l  e n e r g y  c o n s e r v a t i o n  p r o g r a m s ,  e n e r g y
i n f o r m a t i o n  c o m m e r c i a l i z a t i o n  o f  new t e c h n o l o g i e s  ( e . g .  w in d ,  
s o l a r ,  o c e a n ,  t h e r m a l ,  e n e r g y  c o n v e r s i o n ) ,  d e e p w a t e r  p o r t s ,  
l i q u i f i e d  n a t u r a l  g a s  p r o j e c t s ,  low head h y d r o .  OCS (O u ter  
C o n t i n e n t a l  S h e l f )  l e a s i n g ,  deep s e a b e d  m in in g .

C ha irm an:  L o w e l l  P .  W e ic k e r ,  J r .  (C onn .)

R e p u b l i c a n s

Mark 0 .  H a t f i e l d  ( O r e . )  
J o h n  H. C h a fe e  ( R . I . )  
J o h n  W. Warner ( V a . )  
Jo h n  H einz  ( P a . )

D em ocrats

S p a rk  M. M atsunaga (H a w a i i )  
Howard M. Metzenbaum (Ohio) 
P a u l  E .  T s o n g a s  ( M i s s . )
B i l l  B r a d l e y  ( N . J . )

SUBCOMMITTEE ON ENERGY REGULATION

J u r i s d i c t i o n :  N u c l e a r  i n s u r a n c e  and f a c i l i t i e s  s i t i n g ,
p i p e l i n e s ,  c o a l  c o n v e r s i o n ,  r e g u l a t o r y  f u n c t i o n s  o f  th e  Economic 
R e g u l a t o r y  A d m i n i s t r a t i o n  ( e x c e p t  em ergency  p e t r o le u m  a l l o c a 
t i o n ) .  FERC ( F e d e r a l  E n e rg y  R e g u l a t o r y  C o m m iss io n ) ,  i n t e r g o v e r n 
m en ta l  r e l a t i o n s ,  r e f i n e r y  p o l i c y ,  PIFUA and ESECA amendments, 
c r u d e  o i l  and p e t r o le u m  p r o d u c t  p r i c i n g ,  g a s o l i n e  r a t i o n i n g .

Cha irm an:  F ra n k  H.

R e p u b l i c a n s

L o w e l l  P .  W e ic k e r ,  J r .  (C onn.)  
Don N i c k l e s  ( O k l a . )
P e t e  V. Domenici  ( N .M .)
Jo h n  H. C h a fe e  ( R . I . )

M u rkow sk i ,  ( A l a s k a )

D em ocrats

Howard M. Metzenbaum (Ohio) 
W end el l  H. Ford ( K y . )
Jo h n  M e lc h e r  (M ont.)
B i l l  B r a d l e y  ( N . J . )
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SUBCOMMITTEE ON ENERGY AND MINERAL RESOURCES

J u r i s d i c t i o n ; E n e rg y  and n o n f u e l  m i n e r a l  r e s o u r c e s ,  F e d e r a l  
m i n e r a l  l e a s i n g ,  m in in g  p o l i c y  and g e n e r a l  m in ing  l a w s ,  s u r f a c e  
m in in g ,  p e t r o le u m  r e s e r v e s ,  S t r a t e g i c  P e t r o le u m  R e s e r v e s ,  c o a l  
p r o d u c t i o n ,  d i s t r i b u t i o n ,  and u t i l i z a t i o n ,  o i l  and g a s  p r o d u c t i o n  
and d i s t r i b u t i o n ,  m ining  e d u c a t i o n  and r e s e a r c h ,  m i n e r a l  e x t r a c 
t i o n  from p u b l i c  l a n d s ,  m in in g  c l a i m s  and m i n e r a l  c o n s e r v a t i o n .

Cha irm an:  Joh n  W. W arn er ,  ( V a . )

R e p u b l i c a n s

J o h n  H e i n z ( P a . )
Malcolm W a l lo p  (Wyo.)
F ra n k  H. Murkowski ( A l a s k a )  
C h ic  H echt  ( N e v . )

D em ocrats

Jo h n  M elch er  (M ont.)
D a le  Bumpers ( A r k . )
S p a r k  M. M atsunaga (H a w ai i )  
B i l l  B r a d l e y  ( N . J . )

SUBCOMMITTEE ON ENERGY RESEARCH AND DEVELOPMENT

J u r i s d i c t i o n : N u c l e a r  R&D c o a l  and s y n f u e l s  R&D ( e x c e p t  
n o n n u c l e a r  c o m m e r c i a l i z a t i o n  p r o j e c t s ) ,  n u c l e a r  f u e l  c y c l e  p o l i c y  
i n c l u d i n g  uranium r e s o u r c e s ;  S y n t h e t i c  F u e l s  C o r p o r a t i o n ;  new 
t e c h n o l o g i e s  R&D ( e . g . ,  s o l a r ,  o c e a n ,  t h e r m a l ,  e n e r g y  c o n v e r s i o n ,  
m a g n e t i c  h y d ro d y n a m ic s)

Cha irm an:  P e t e  V .  D o m e n ic i , (N. M .)

R e p u b l i c a n s D em ocrats

Jo h n  W. Warner ( V a . )
Jo h n  H e in z ,  ( P a . )
L o w e l l  P .  W e i c k e r ,  J r .  (C onn.)  
Don N i c k l e s  ( O k l a . )

W endel l  H. Ford ( K y . )  
Henry M. J a c k s o n  (Wash.) 
D a le  Bumpers ( A r k . )
P a u l  E.  T so n g a s  (M a s s . )

SUBCOMMITTEE ON WATER AND POWER

J u r i s d i c t i o n : I r r i g a t i o n ,  r e c l a m a t i o n  p r o j e c t s ,  power m a r k e t in g
a d m i n i s t r a t i o n s  ( e . g .  TVA, B o n n e v i l l e ,  W estern  A r e a ,  S o u t h e a s t e r n  
Power A d m i n i s t r a t i o n s ) ,  e n e r g y  d e v e lo p m e n t  im p a c ts  on w a t e r  
r e s o u r c e s ,  s m a l l  power p r o d u c e r s ,  h y d r o e l e c t r i c  pow er .
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Chairman: Don Nickles, (Okla.)

R e p u b l i c a n s D em ocrats

Mark O. H a t f i e l d  ( O r e . )  
Malcolm W a l lo p  (Wyo.)
F ra n k  H. Murkowski ( A l a s k a )  
C h ic  Hecht  ( N e v . )

P a u l  E .  T s o n g a s  ( M a s s . )  
Henry M. J a c k s o n  (Wash.)  
W e n d e l l  H. Ford  ( K y . )
Howard M. Metzenbaum (Ohio)

SUBCOMMITTEE ON PUBLIC LANDS & RESERVED WATER

J u r i s d i c t i o n :  BLM (B u re a u  o f  Land Management) l a n d s  ( t i m b e r ,
r a n g e ,  w i l d l i f e  and r e c r e a t i o n  m an agem ent) ,  n a t i o n a l  f o r e s t  
l a n d s ,  p a r k s ,  w i l d e r n e s s ,  w i l d  and s c e n i c  r i v e r s ,  A l a s k a  N a t i v e  
C la im s  S e t t l e m e n t  A c t ,  r e s e r v e d  w a t e r  r i g h t s ,  MX m i s s i l e  l a n d  
w i t h d r a w a l ,  n a t i o n a l  r e c r e a t i o n  a r e a s ,  n a t i o n a l  monuments, h i s 
t o r i c  s i t e s ,  m i l i t a r y  p a r k s  and b a t t l e f i e l d s ,  N a t i o n a l  T r a i l  
S y s t e m ,  Land and W ater  C o n s e r v a t i o n  Fund, c r e a t i o n  o f  w i l d l i f e  
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98th CONGRESS
1sT SEssION S.60
To amend the Natural Gas Policy Act of 1978, and for other purposes.

IN THE SENATE OF THE UNITED STATES

January 26 (legislative day, January 25), 1983
Mrs. Kassebaum introduced the following bill; which was read twice and 

referred to the Committee on Energy and Natural Resources

A BILL
To amend the Natural Gas Policy Act of 1978, and for other

purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That (a) subtitle A of title I of the Natural Gas Policy Act of

4 1978 is amended by adding at the end thereof the following:

5 “SEC. 11 1.  PRICE FREEZE ON NATURAL GAS.

6 “ (a) P rice Fr e e z e .— Notwithstanding any other pro-

7 vision of law, the maximum lawful price applicable to any

8 category of first sale of any natural gas in effect on October

9 1, 1982, shall continue to be the maximum lawful price for

10 that gas for the period starting October 1, 1982, through

11 January 1, 1985. Any first sale of natural gas which has a
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1 price lower than the maximum lawful price in effect on Octo-

2 her 1, 1982, may increase by the lesser of the rate provided

3 in the contract for such sale or the annual inflation adjust-

4 ment factor as determined in section 101(a)(1) but may not

5 exceed the maximum lawful price in effect on October 1,

6 1982, during the freeze period.

7 “ (b) Price Freeze on Natural Gas not Covered

8 by W ellhead Price Controls.— Notwithstanding any

9 other provision of law, the maximum lawful price for the

10 period commencing October 1, 1982, and ending January 1,

11 1985, for any first sale of any category of natural gas for

12 which a ceiling price is not specified on October 1, 1982,

13 under this title and from a well the surface drilling of which

14 began by October 1, 1982, shall be the contract price speci-

15 fied for deliveries of such natural gas on October 1, 1982, or

16 if there was no contract price specified for deliveries of such

17 natural gas on such date, the maximum lawful price shall be

18 the price paid for comparable natural gas.

19 “ (c) Expiration of Price Freeze.— Following the

20 expiration of the price freeze imposed by this section, the

21 maximum lawful price for any first sale of natural gas for

22 which a ceiling price is specified on October 1, 1982, shall

23 increase from the October 1, 1982, level at the rate specified

24 by this Act for that category of natural gas.” .

S 60 is
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1 (b) The table of contents for subtitle A  of title I of the

2 Natural Gas Policy Act of 1978 is amended by adding at the

3 end thereof the following:

“Sec. 111. Price freeze on natural gas.”.
4 Sec . 2. (a) Section 121 of subtitle B of title I of the

5 Natural Gas Policy Act of 1978 is amended—

6 (1) in the matter before clause (1) of subsection (a)

7 by striking out “ January 1, 1985”  and inserting in lieu

8 thereof “ January 1, 1987” ; and

9 (2) in subsection (c), by striking out “ July 1,

10 1987”  and inserting in lieu thereof “ July 1, 1989” .

11 (b) Section 122 of such Act is amended—

12 (1) by striking out subsection (b)(1) and inserting

13 in lieu thereof the following:

14 “ (1) may not take effect earlier than July 1,

15 1987, nor later than June 30, 1989; and” ; and

16 (2) in subsection (c), by striking out “ May 31,

17 1985”  both places it appears and inserting in lieu

18 thereof “ May 31, 1987” .

19 (c) Section 123(a) of such Act is amended by striking

20 out “ On or before January 1, 1984, and on or before Janu-

21 ary 1, 1985,”  and inserting in lieu thereof “ On or before

22 January 1, 1986, and on or before January 1, 1987,” .

23 Se c . 3. (a) Subsection (c)(2) of section 601 of title V I of

24 the Natural Gas Policy Act of 1978 is amended (1) by insert-

25 ing “ imprudence,”  immediately after “ abuse,”  and (2) by

S 60 is
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1 adding at the end of subsection (c)(2) the following: “ When-

2 ever the Commission determines, upon its own motion or the

3 petition of any party, that—

4 “ (i)(D Any amount paid with respect to any pur-

5 chase of natural gas is excessive due to fraud, abuse,

6 imprudence, or similar grounds under this paragraph,

7 or

8 “(ID Any rate or charge collected by any natural

9 gas company in connection with any transportation or

10 sale of natural gas is unreasonable or unjust under sec-

11 tion 4 or 5 of the Natural Gas Act; and

12 “ (ii) such rate, charge, or amount paid is the

13 result of any contract between a pipeline company and

14 a producer which contains a provision which the Com-

15 mission determines prevents the pipeline company from

16 responding to the demands of customers or other

17 market forces by requiring the purchaser to pay for a

18 minimum daily contract quantity of gas whether or not

19 such gas is taken,

20 the Commission shall have the authority to take such appro-

21 priate action as it may deem necessary including the rescis-

22 sion, annulment, or modification of such contract provi-

23 sions.” .

24 (b) The Federal Energy Regulatory Commission shall

25 take such action as may be necessary, within the ninety-day

s 60 is



1 period following the date of the enactment of this Act, to

2 devise and put into effect an incentive rate of return applica-

3 ble to proceedings under the Natural Gas Act to stimulate

4 the purchase of the maximum amount of lower cost gas

5 which is consistent with gas availability and the need for a

6 steady supply.

O

5
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98th CONGRESS
1st Session S. 239
To clarify the definition of abuse in the Natural Gas Policy Act of 1978.

IN THE SENATE OF THE UNITED STATES

January 26 (legislative day, January 25), 1983
Mr. Jepsen (for himself and Mr. Grassley) introduced the following bill; which 
was read twice and referred to the Committee on Energy and Natural Resources

A BILL
To clarify the definition of abuse in the Natural Gas Policy Act

of 1978.

1 Be it enacted by the Senate and House of

2 tives of the United States of America in Congress assembled,

3 That section 2 of the Natural Gas Policy Act of 1978 (15

4 U.S.C. 3301) is amended by adding at the end thereof the

5 following:

6 “ (38) A b u s e .— The term ‘abuse’ is not limited to

7 misrepresentation but also includes imprudence on the

8 part of the pipeline company and any pipeline compa-

9 ny-producer contract which materially prevents the

10 pipeline from responding to changes in customer

11 demand or other market forces. A  rebuttable presump-
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1 tion arises that a contract materially prevents a pipe

line from responding to changes in customer demand or 

other market forces if the following contract clauses 

are found in a producer-pipeline contract:

“ (A) Take-or-pay clause which commits the 

purchaser to pay for a minimum daily contract 

quantity of gas greater than 70 percent of daily 

contract quantity on an annual basis whether or 

not such gas is taken.

“ (B) Indefinite price escalator or redetermi

nation clause which is not tied to a recognized 

and approved economic indicator.

“ (C) Most favored nation clause where the 

purchase price paid by any pipeline to a producer 

is set by the highest price in a particular produc

tion area.

Such a rebuttable presumption also arises if a contract 

does not include a market-out-clause which allows the 

buyer to escape the contract or to nominate a new 

lower price if the gas is not marketable at the contract 

price.".

O
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98th CONGRESS S .  2 9 1
1st Session

To amend the Natural Gas Policy Act of 1978 to prohibit take-or-pay clauses,
and for other purposes.

IN THE SENATE OF THE UNITED STATES

January 31 (legislative day, January 25), 1983
Mr. D anforth  (for himself, Mr. Eagleton, and Mr. Sarbanes) introduced the 

following bill; which was read twice and referred to the Committee on 
Energy and Natural Resources

A BILL
To amend the Natural Gas Policy Act of 1978 to prohibit take- 

or-pay clauses, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That subtitle A  of title I  of the Natural Gas Policy Act of

4 1978 is amended by adding at the end thereof the following:

5 “SEC. 112. SUSPENSION OF CERTAIN PRICE RELATED CON-
6 TRACTUAL PROVISIONS.
7 “ (a) Notwithstanding any other provision of law and

8 except as provided in subsection (b), beginning on the date of

9 enactment of this section, any provision of any contract for 

10 the first sale of natural gas which—
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1 “ (1) has the effect of requiring the purchaser to

2 make payment to the seller if gas volumes tendered by

3 the seller under the contract are not taken by the pur-

4 chaser; or

5 “ (2) provides for an indefinite price escalator

6 clause as defined in section 105(b)(3)(B) of this Act,

7 shall be suspended and of no force or effect.

8 (b) Upon application made by purchaser or seller, the

9 Commission may, after notice and, when the Commission

10 deems it appropriate, an evidentiary hearing, by order rein-

11 state such contractual arrangements, or any modification

12 thereof found by the Commission to be consistent with the

13 public interest, to become effective if the Commission finds—

14 “ (1) that such contractual arrangements were

15 made before the date of enactment of this section; and

16 “ (2) that permitting such contractual arrange-

17 ments, or a modification approved by the Commission,

18 to become effective is necessary either—

19 “ (A) to prevent a default by seller under a

20 loan agreement or debt instrument in effect on the

21 date of enactment of this section; or

22 “ (B) because of field drainage requirements

23 or similar reasons.

S 291 is
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1 Any reinstatement or modification under clause (2) shall be

2 granted only to the extent necessary to satisfy the require-

3 ments of such clause.” .

4 (b) The table of contents for subtitle A  of title I of the

5 Natural Gas Policy Act of 1978 is amended by adding at the

6 end thereof the following:

“Sec. 112. Suspension of Certain Price Related Contractual Provisions.”.
7 Se c . 2. Subsection (c)(2) of section 601 of title V I of

8 the Natural Gas Policy Act of 1978 is amended by inserting

9 “ imprudence (including failure to exercise all due prudence in

10 securing the least-cost mix of gas),”  immediately after

11 “ abuse,” .

O
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98th CONGRESS
1ST Session S. 293
To amend the Natural Gas Policy Act of 1978 to prohibit increases in the 

wellhead prices of natural gas, and for other purposes.

IN THE SENATE OF THE UNITED STATES

January 31 (legislative day, January 25), 1983
Mr. Eagleton (for himself, Mr. Danforth, and Mr. Sarbanes) introduced the 

following bill; which was read twice and referred to the Committee on 
Energy and Natural Resources

A BILL
To amend the Natural Gas Policy Act of 1978 to prohibit 

increases in the wellhead prices of natural gas, and for 
other purposes.

1 Be it enacted by the Senate and House of

2 tives of the United States of America in Congress assembled,

3 That (a) subtitle A  of title I of the Natural Gas Policy Act of

4 1978 is amended by adding at the end thereof the following:

5 “SEC. 111. PRICE FREEZE ON NATURAL GAS; REPORT BY
6 COMPTROLLER GENERAL CONCERNING PROF-
7 itABILITY OF NATURAL GAS PRODUCTION.
8 “ (a) Maximum Lawful P rices.— Notwithstanding

9 any other provision of law, the maximum lawful price appli-
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1 cable to the first sale of natural gas from January 31, 1983,

2 through December 31, 1984, shall be the maximum lawful

3 price applicable to such sale on August 31, 1982, under this

4 Act. In the case of any first sale of natural gas from a well

5 the surface drilling of which began prior to January 31,

6 1983, and for which there was no applicable maximum lawful

7 price on August 31, 1982, solely by reason of the elimination

8 of price controls pursuant to subtitle B of title I of this Act,

9 the maximum lawful price for such sale from January 31,

10 1983, through December 31, 1984, shall be the contract

11 price specified for deliveries of such natural gas on August

12 31, 1982: Provided, however, That if there was no contract

13 price specified for deliveries of such natural gas on such date,

14 the maximum lawful price shall be the average of the prices

15 paid on August 31, 1982, for deliveries of natural gas from

16 the three nearest wells by surface location for which there

17 similarly was no applicable maximum lawful price on August

18 31, 1982.

19 “ (b) Expiration of P rice F r e e z e .— The maximum

20 lawful price applicable to the first sale of natural gas on

21 August 31, 1982, shall be increased for any month beginning

22 on or after January 1, 1985 at the rate specified for such gas

23 by this A ct.” .

S 293 IS
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1 (b)(1) Section 121(a) of the Natural Gas Policy Act of

2 1978 is amended by striking out “ January 1, 1985”  and in-

3 serting in lieu thereof “ January 1, 1987” .

4 (2) Section 121(c) of such Act is amended by striking

5 out “ July 1 , 1987”  and inserting in lieu thereof “ July 1 ,

6 1989” .

7 (c)(1) Section 122(b) of the Natural Gas Policy Act of

8 1978 is amended by striking out “ July 1, 1985”  and insert-

9 ing in lieu thereof “ July 1, 1987” .

10 (2) Section 122(b) is further amended by striking out

11 “ June 30, 1987”  and inserting in lieu thereof “ June 30,

12 1989” .

13 (3) Section 121(c) of such Act is amended by striking

14 out “ May 1, 1985”  wherever it appears and inserting in lieu

15 thereof “ May 1, 1987” .

16 (d)(1) Section 123 of the Natural Gas Policy Act of

17 1978 is amended by striking out “ July 1, 1984”  and insert-

18 ing in lieu thereof “ July 1, 1986” .

19 (2) Section 123 is further amended by striking out “ Jan-

20 uary 1, 1985”  and inserting in lieu thereof “ January 1,

S 293 is
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98th CONGRESS 
1st Session H.R.4

To amend the Natural Gas Policy Act of 1978 to restrain natural gas price 
increases by facilitating price responsiveness during periods when supplies 
exceed demand, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

January 3, 1983
Mr. Michel introduced the following bill; winch was referred to the Committee

on Energy and Commerce

A BILL
To amend the Natural Gas Policy Act of 1978 to restrain 

natural gas price increases by facilitating price responsive
ness during periods when supplies exceed demand, and for 
other purposes.

1 Be it enacted by the Senate and House of

2 tives of the United States of America in Congress

3 SHORT TITLE

4 S e c t i o n  1 .  This Act may be cited as the “ Natural Gas

5 Marketing Improvements Act of 1983” .
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FINDINGS AND PURPOSES

Sec. 2. (a) The Congress finds—

(1) the present market for natural gas is seriously 

distorted;

(2) the demand for oil and natural gas has been 

declining in the United States in response to conserva

tion and to fuel switching practices induced by high 

prices;

(3) the price of oil has declined steadily as its 

demand has fallen;

(4) the price of natural gas, however, is rising 

sharply, notwithstanding that demand for natural gas 

declines with every price increase;

(5) under the rigid structure resulting from Feder

al laws and certain industry contracting practices, the 

various segments of the natural gas industry are unable 

to respond to the short-term oversupply of natural gas 

by reducing its price and are, instead, shutting in and 

even flaring certain low-priced sources of natural gas;

(6) natural gas pipelines are acquiring supplies of 

natural gas at prices higher than the market can sup

port, and which, under the Natural Gas Policy Act of 

1978, are automatically passed through to local natural 

gas distribution companies and eventually to consum-
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1 ers, thereby overriding the natural resistance of the

2 market;

3 (7) producers of low-priced natural gas may be

4 forced, out of necessity, to shut-in or even flare that

5 natural gas in cases in which the natural gas was con-

6 tracted for sale but the purchaser does not accept de-

7 livery, even though other purchasers might be available

8 to the seller and the original purchaser has adequate

9 capacity to transport the natural gas to such other pur-

10 chasers;

11 (8) without both (A) the contract right to reduce,

12 from time to time as demand declines, the obligation

13 under natural gas purchase contracts to pay for certain

14 high-priced natural gas and (B) the incentive to exer-

15 cise such a contract right, pipelines may well continue

16 to pay overly high prices since such high prices will be

17 passed through to its customers pursuant to the terms

18 of such Act; and

19 (9) therefore, the Natural Gas Policy Act of 1978

20 should be amended to provide pipelines with the ability

21 to reduce their obligations for certain high-priced natu-

22 ral gas, to authorize the Federal Energy Regulatory

23 Commission to review the exercise of such a contract

24 right by pipelines in various natural gas rate proceed-

25 ings, and to provide producers the ability to transport
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natural gas to other purchasers whenever pipelines do 

not accept delivery under market-out clauses.

(b) The purposes of this Act are—

(1) to provide a limited market-out clause to every 

natural gas pipeline company so that every pipeline has 

the legal ability to reduce the deliveries of high-priced 

natural gas down to 50 per centum of contract volume 

whenever the pipeline has more supply than demand;

(2) to require that any pipeline wishing to exercise 

such contract right shall exercise it first against its 

highest price source of natural gas and any contracts it 

may have for supplies with producing companies affili

ated with the pipeline company;

(3) to require the Federal Energy Regulatory 

Commission to take into account the use, or nonuse, of 

the limited-market out clause by each pipeline as an 

element of various natural gas rate proceedings under 

the Natural Gas Act; and

(4) to provide a producer the ability to transport 

natural gas to another purchaser in any case in which 

the pipeline that had contracted for that natural gas 

does not accept delivery because its supply exceeds its 

demand.
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1 NATURAL GAS CONTRACTS DEEMED TO INCLUDE ADJUST-
2 MENT CLAUSE TO REDUCE PURCHASE REQUIRE-

3 MENTS
4 Sec. 3. (a) Title III of the Natural Gas Policy Act of

5 1978 is amended by inserting after section 315 the following

6 new section:

7 “SEC. 316. NATURAL GAS CONTRACTS DEEMED TO INCLUDE
8 ADJUSTMENT CLAUSE TO REDUCE PURCHASE
9 REQUIREMENTS

10 “ (a) Inclusion.— Any contract for the sale of natural

11 gas to any pipeline shall be deemed to include the contract

12 provisions set forth in subsection (b), unless otherwise ex-

13 pressly provided in any such contract entered into or renego-

14 tiated after the date of the enactment of this section. Such

15 provisions shall be in addition to, and not in lieu of, any other

16 provision of such contract.

17 “ (b) Purchase Requirement Adjustment

18 Clause.— The contract provisions deemed included in any

19 contract described in subsection (a) are as follows:

20 “ (1) General rule.— The purchaser may, with-

21 out obligation to pay, exercise a right not to accept de-

22 livery of any portion of the volumes of natural gas the

23 purchaser has contracted to accept if the purchaser has

24 determined he cannot market the total volume of natu-

25 ral gas contracted for.
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1 “ (2) Amount of reduction.—A purchaser may

2 not reduce, pursuant to these contract provisions, the

3 volume the purchaser accepts delivery of below a level

4 equal to 50 per centum of the volume the purchaser

5 contracted to take delivery of under the contract (with-

6 out regard to any previous reduction under these con-

7 tract provisions).

8 “ (3) Highest price gas reduced first.—

9 Except as provided in paragraph (4), the purchaser

10 may not reduce under these contract provisions the

11 volume he accepts delivery of if he has not exercised

12 his right under these provisions to reduce (to the maxi-

13 mum extent permitted under paragraph (2)) deliveries

14 of natural gas he has contracted to take delivery of at

15 a higher price under any other contract.

16 “ (4) Affiliated producers.— The purchaser

17 may not reduce under these contract provisions the

18 volume he has contracted to take delivery of if he has

19 not exercised his right under these provisions to reduce

20 (to the maximum extent permitted under paragraph (2))

21 deliveries of natural gas he has contracted to take at

22 the same or a higher price under any other contract

23 between the purchaser and any other person who is an

24 affiliate of the purchaser.
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“ (5) Contracted to take defined.— For pur

poses of these contract provisions, the term ‘contracted 

to take’ refers to the volume of natural gas for which 

the purchaser has contracted to take delivery under a 

contract (whether or not the purchaser is obligated 

under the contract to pay for any lesser volume in the 

event delivery is not taken).

“ (6) Effect of take-or-pay and minimum- 

bill clauses.— Any provision of any contract shall 

not apply to the extent it requires a purchaser to pay 

any fee or other charge with respect to any natural gas 

for which delivery is not taken pursuant to these con

tract provisions.

“ (7) Limitation on contracting for new 

supplies.— Any purchaser who has exercised his 

right under these contract provisions to reduce the vol

umes of natural gas he is obligated to take shall not 

accept delivery during the period of such reduction of 

any other volumes of natural gas at a price that is 

equal to or higher than the price of the natural gas in

volved in the reduction if such delivery is under any 

contract entered into or renegotiated after the date of 

the exercise of such right.

“ (8) Contracts covering more than one 

category OF natural gas.— Any contract estab-
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1 lishing two or more categories of natural gas for pur-

2 poses of pricing the natural gas delivered under the

3 contract shall be treated as separate contracts for each

4 such category.

5 “ (c) Bab Against Nonprice Discrimination.—

6 Nothing in this section shall be construed as allowing any

7 pipeline to discriminate against any one or class of producers

8 or other sellers of natural gas on any basis other than the

9 price of natural gas.

10 “ (d) Commission To Consider Use or Nonuse of

11 Contract Clause in Certain Proceedings.— Notwith-

12 standing section 601(c) or any other provision of this Act or

13 the Natural Gas Act, the Commission shall take into account

14 the use of or failure to use the contract provisions available

15 by this section by any pipeline under the jurisdiction of the

16 Commission as an element of—

17 “ (1) any purchase gas adjustment proceeding

18 under the Natural Gas Act involving that pipeline, and

19 “ (2) any general rate proceeding under section 4

20 or 5 of the Natural Gas Act involving that pipeline.” .

21 (b) The table of contents for such Act is amended by

22 adding after the item relating to section 315 the following

23 new item:

“Sec. 316. Natural gas contracts deemed to include adjustment clause to reduce 
purchase requirements.".
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1 NATURAL GAS CONTRACTS DEEMED TO INCLUDE TRANS-
2 PORTATION OBLIGATION TO SECONDARY PURCHAS-
3 ERS
4 Sec. 4. (a) Title III of the Natural Gas Policy Act of

5 1978 is amended by inserting after section 316 (as added by

6 section 3) the following new section:

7 “SEC. 317. NATURAL GAS CONTRACTS DEEMED TO INCLUDE
8 TRANSPORTATION OBLIGATION TO SECOND-
9 ARY PURCHASERS.

10 “ (a) Inclusion.— Any contract for the sale of natural

11 gas to any pipeline shall be deemed to include the contract

12 provisions set forth in subsection (b), unless otherwise ex-

13 pressly provided in any such contract entered into or renego-

14 tiated after the date of the enactment of this section.

15 “ (b) Transportation Obligation Clause.— The

16 contract provisions deemed included in any contract de-

17 scribed in subsection (a) are as follows:

18 “ (1) General rule.— Any purchaser who has

19 exercised his right under any contract provision (in-

20 cluding the contract provisions provided under section

21 316) to reduce the volumes of natural gas he is obli-

22 gated to take delivery of on the grounds that the pur-

23 chaser cannot market the total volumes he is so obli-

24 gated for shall provide, on behalf of the seller, trans-

25 portation of any of the volume of natural gas—
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1 “ (A) which is involved in the reduction,

2 “ (B) which is resold by the seller to another

3 purchaser, and

4 “ (C) which the purchaser would be required

5 to pay for in the absence of the exercise of such

6 contract provision (whether or not delivery is

7 taken).

8 “ (2) Teems and conditions.— The terms and

9 conditions of such transportation shall be in accordance

10 with regulations prescribed by the Commission.

11 “ (c) Consideration.— The consideration for any

12 transportation provided under the contract provisions pro-

13 vided by this section shall be at $.05 per million Btu’s plus

14 the cost of such transportation, as established by the appro-

15 priate State or Federal regulatory body, unless the Commis-

16 sion has established, by rule, a different rate as just compen-

17 sation for such transportation. No amount of such considera-

18 tion shall be required to be credited and flowed back to the

19 customers of such pipeline.” .

20 (b) The table of contents for such Act is amended by

21 adding after the item relating to section 316 the following

22 new item:

“Sec. 317. Natural gas contracts deemed to include transportation obligation to sec
ondary purchasers.".



1 EFFECTIVE DATE
2 Sec. 5. The amendments made by this Act shall take

3 effect on the first day of the first calendar month beginning

4 more than fifteen days after the date of the enactment of this

5 Act and shall apply in the case of any contract, whether en-

6 tered into before, on, or after such date.

11

O



98th CONGRESS 1st Session     h. CON. RES. 29
Expressing the sense of the Congress on natural gas prices.

I n  THE HOUSE OF RE PRESEN TATIVES

January 25, 1983
Mrs. Collins submitted the following concurrent resolution; which was referred 

to the Committee on Energy and Commerce

CONCURRENT RESOLUTION
Expressing the sense of the Congress on natural gas prices.

Whereas natural gas prices have increased approximately 700 
per centum in the last ten years;

Whereas exorbitant natural gas prices have contributed to the 
Nation’s severe economic crisis and the recordbreaking un
employment level of twelve million people;

Whereas an estimated three hundred thousand households in 
1982 were shut off from heat and millions of others are 
finding it impossible to pay skyrocketing natural gas bills;

Whereas constantly rising natural gas prices have created a 
severe burden upon churches, schools, institutions, and small 
business, causing direct and indirect cutbacks in services to 
communities;

Whereas the decontrol of natural gas will add $2.5 billion to 
farm production expenses over the next three years;
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Whereas President Reagan continues to advocate acceleration of 
natural gas decontrol which would send prices soaring even 
higher and decrease Federal moneys for energy assistance 
and weatherization programs; and

Whereas Congress has the responsibility to see to it that we 
freeze prices, not people: Now, therefore, be it

1 Resolved by the House of Representatives (the Senate

2 concurring), That it is the sense of the Congress that com-

3 prehensive, coordinated efforts by appropriate legislative, ad-

4 ministrative, and contracting entities should be undertaken to

5 assure—

6 (1) that the decontrol of natural gas wellhead

7 prices currently scheduled in 1985 does not occur, and

8 no administrative action is taken that has the effect of

9 decontrolling such prices;

10 (2) that wellhead price controls be made applica-

11 ble to categories of natural gas which are exempt from

12 control;

13 (3) that natural gas wellhead prices are reduced to

14 the extent such prices are artificially high;

15 (4) that the use of contract provisions is eliminat-

16 ed in cases in which contract provisions, such as take-

17 or-pay clauses and indefinite price escalators, artificial-

18 ly increase natural gas prices or restrict prudent deci-

19 sionmaking in the marketplace;

HCON 29  IH
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1 (5) that pipelines and other natural gas companies

2 which acquire natural gas for resale purchase the least

3 expensive gas available, and justify increases in the

4 prices they charge rather than pass through such in-

5 creases automatically;

6 (6) that additional assistance is provided to indi-

7 viduals who are unable to pay the costs of residential

8 heating; and

9 (7) that weatherization activities are increased in

10 order to reduce the costs of residential heating and to

11 conserve energy.

O
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98th C O NG RESS  
1st Session h. RES. 38
Expressing the sense of the House of Representatives with respect to the 

acceleration of wellhead natural gas prices.

IN THE HOUSE OF REPRESENTATIVES
January 25, 1983

Mr. Gaydos submitted the following resolution; which was referred to the 
Committee on Energy and Commerce

RESOLUTION
Expressing the sense of the House of Representatives with 
respect to the acceleration of wellhead natural gas prices.

Whereas accelerated decontrol of natural gas prices at the well
head would have a drastic effect on the Nation’s economy, 
deepening the current recession and increasing inflation;

Whereas such decontrol would result in the loss of hundreds of 
thousands of jobs;

Whereas such decontrol would cost consumers tens of billions of 
dollars, with a disproportionate impact on the elderly and 
others on fixed incomes; and

Whereas such decontrol would adversely affect major sectors of 
the economy, including agriculture, public services, and 
small business: Now, therefore, be it
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1 Resolved, That it is the sense of the House of Repre-

2 sentatives that the Federal Energy Regulatory Commission

3 should take no action to accelerate the decontrol of wellhead

4 natural gas prices.

O
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98th CONGRESS 
1st Session H. J. R es. 5 8

Requiring the Federal Energy Regulatory Commission to commence a rulemaking 
relating to natural gas pipeline rate designs, and to report its findings, 
conclusions, and recommendations.

In  THE HOUSE OF REPRESEN TATIVES

J a n u a b y  6, 1983
Mr. D i x o n  introduced the following joint resolution; which was referred to the 

Committee on Energy and Commerce

JOINT RESOLUTION
Requiring the Federal Energy Regulatory Commission to com

mence a rulemaking relating to natural gas pipeline rate 
designs, and to report its findings, conclusions, and recom
mendations.

Whereas natural gas is an essential fuel used by many in the 
preservation of health and life itself;

Whereas the cost of natural gas has risen dramatically over the 
last several years;

Whereas continued increases in natural gas prices will cause 
severe economic dislocations and hardships and will ad
versely affect commerce;

Whereas interstate natural gas pipeline companies (hereinafter in 
this joint resolution referred to as “ pipeline companies") are 
acquiring supplies of certain categories of natural gas at
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prices in excess of what the end-use market would support 
if such supplies were sold separately and not on a rolled-in 
basis;

Whereas under current regulations, local natural gas distribution 
companies (hereinafter in this joint resolution referred to as 
“ local distribution companies,,) are required to pay for high- 
cost natural gas when the price of such gas is rolled-in with 
the price of other gas;

Whereas it is essential that local distribution companies be given 
the option not to purchase such high-cost natural gas so 
that the local distribution companies can help protect their 
residential and other customers from continuing increases in 
utility bills; and

Whereas under the Natural Gas Act and the Natural Gas Policy 
Act of 1978, the Federal Energy Regulatory Commission 
(hereinafter in this joint resolution referred to as the “ Com
mission” ) through its authority over pipeline companies’ tar
iffs and service agreements, has an obligation to protect the 
public interest, including the interest of natural gas rate
payers: Now, therefore, be it

1 Resolved by the Senate and House of Representatives of

2 the United States of America in Congress assembled, That

3 within sixty days after the date of the adoption of this joint

4 resolution, the Commission shall commence a rulemaking re-

5 lating to natural gas pipeline rate designs. In the course of

6 such rulemaking, the Commission shall consider alternatives

7 to insure that the market clearing prices in the areas of local

8 distribution companies are reflected in such rate designs.

9 Such alternatives shall include the following:

HJ 58 IH
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1 (1) Procedures to preclude pipeline companies

2 from rolling-in the price of high-cost natural gas.

3 (2) Establishment of a market clearing price

4 standard, with reference to an appropriate alternate

5 energy price, to determine what is to be considered

6 high-cost natural gas.

7 (3) Adjustment of service agreements between

8 pipeline companies and local distribution companies

9 to—

10 (A) allow local distribution companies to pur-

11 chase natural gas which meets the market clear-

12 ing price standard, and

13 (B) give local distribution companies the

14 flexibility to purchase high-cost natural gas.

15 (4) Action to require pipeline companies to exer-

16 cise market-out rights in any contract for the purchase

17 of natural gas upon a showing that the contract price

18 would cause severe distortion and hardship in any rele-

19 vant natural gas market.

20 The Commission, within one hundred and eighty days after

21 the date of the commencement of this rulemaking, shall

22 report its findings and conclusions to the President of the

23 United States and to the Committee on Energy and Com-

24 merce of the House of Representatives and the Committee on

HJ 58 IH
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1 Energy and Natural Resources of the Senate, together with

2 any recommendations for legislation.

O
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98th CONGRESS 
1st Session H. R. 131
To remove artificial impediments on the use of natural gas and to provide 

incentives for increased natural gas production.

IN THE HOUSE OF RE PRESEN TATIVES

J a n u a r y  3, 1983
Mr. G r a m m  introduced the following bill; which was referred to the Committee

on Energy and Commerce

A BILL
To remove artificial impediments on the use of natural gas and 

to provide incentives for increased natural gas production.

1 Be it enacted by the Senate and House of

2 tives of the United States of America in Congress ,

3 SECTION 1. SHORT TITLE ; TABLE OF CONTENTS.

4 (a) Short Title .— This Act may be cited as the “ Nat-

5 ural Gas Production, Utilization, and Conservation A ct” .

6 (b) Table of Contents.— The table of contents for

7 this Act is as follows:

t a b l e  o f  c o n t e n t s

Sec. 1. Short title; table of contents.
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TITLE I— REMOVAL OF ARTIFICIAL IMPEDIMENTS ON NATURAL
GAS USAGE

Sec. 101. Repeal of the Powerplant and Industrial Fuel Use Act of 1978.
Sec. 102. Termination of incremental pricing requirements under the Natural Gas 

Policy Act of 1978.
Sec. 103. Repeal of title III of the Public Utility Regulatory Policies Act of 1978.

TITLE II— INCENTIVES FOR INCREASED NATURAL GAS
PRODUCTION

Sec. 201. Deregulation of natural gas produced from wells drilled on or after Janu
ary 1, 1983.

Sec. 202. Ceiling prices for certain other natural gas based on projected market 
prices.

Sec. 203. Imported natural gas.
Sec. 204. Decontrol of all natural gas.
Sec. 205. Repeal of provisions allowing reimposition of price controls.
Sec. 206. Deregulation of committed or dedicated natural gas.
Sec. 207. Elimination of required minimum contract duration and required offers 

and rights of first refusal.
Sec. 208. Cost passthrough allowed except where fraud involved.
Sec. 209. Certification for special pricing provisions.

TITLE III— REMOVAL OF ARTIFICIAL IMPEDIMENTS TO NATURAL
GAS SALES

Sec. 301. Authorization of certain sales and transportation.
Sec. 302. Emergency authority applicable to interstate and intrastate pipelines.
Sec. 303. Clauses prohibiting certain sales, transportation, or commingling which 

do not affect jurisdiction.

1 TITLE I—REMOVAL OF ARTIFI-
2 CIAL IMPEDIMENTS ON NATU-
3 RAL GAS USAGE
4 SEC. 101. REPEAL OF THE POWERPLANT AND INDUSTRIAL

5 FUEL USE ACT OF 1978.

6 (a) Repealer .— The Powerplant and Industrial Fuel

7 Use Act of 1978 (42 U.S.C. 8301 and following) is hereby

8 repealed.

9 (b) Effective Date .— The repeal made by subsection

10 (a) shall take effect 60 days after the date of the enactment of

11 this Act. Such repeal shall not apply with respect to power-
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plants or installations for which proposed or final prohibition 

orders have been issued under title II or H I of such Act 

before such effective date. The obligations, rights, and au

thorities applicable with respect to such orders shall continue 

to apply (including the authority of the Secretary of Energy 

to make final any proposed prohibition order).

SEC. 102. TERMINATION OF INCREMENTAL PRICING REQUIRE

MENTS UNDER THE NATURAL GAS POLICY ACT 

OF 1978.

(a) Repealer.— Title II of the Natural Gas Policy Act 

of 1978 (15 U.S.C. 3341-3348) is hereby repealed.

(b) Technical and Conforming Amendments.—

(1) Section 121(b) of such Act (15 U.S.C.

3331(b)) is amended—

(A) by striking out “ Effective beginning on 

the effective date of the incremental pricing rule 

required under section 201, the” and inserting in 

lieu thereof “ The” ; and

(B) by striking out “ shall cease to apply” 

and inserting in lieu thereof “ shall not apply” .

(2) Section 502 of such Act (15 U.S.C. 3412) is

amended by striking out subsection (d).

(3) Section 504(b) of such Act (15 U.S.C.

3414(b)) is amended—

HR 131 1H
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(A) by striking out paragraph (3) and redes

ignating subsequent paragraphs accordingly;

(B) in paragraph (1), by striking out “ para

graphs (2) and (3)”  and inserting in lieu thereof 

“ paragraph (2)” ; and

(C) in paragraph (3) (as redesignated), by 

striking out “ paragraph (1), (2), or (3)”  and in

serting in lieu thereof “ paragraph (1) or (2)” .

(4) Section 506 of such Act (15 U.S.C. 3416) is 

amended by striking out subsection (d).

(5) Section 507 of such Act (15 U.S.C. 3417) is 

repealed.

(6) Section 601(c)(2) of such Act (15 U.S.C. 

3431(c)(2)) is amended—

(A) by striking out “ — (A)”  and inserting in 

lieu thereof a comma;

(B) by striking out “ and”  at the end of 

former subparagraph (A); and

(C) by striking out “ (B) such recovery is not 

inconsistent with any requirement of any rule 

under section 201 (including any amendment 

under section 202),” .

(7) The table of contents for such Act is amended 

by striking out the items relating to title II and the 

item relating to section 507.

4
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1 (c) Remedial Action.— Effective beginning on the

2 date of the enactment of this section, each interstate pipeline

3 and local distribution company which was formerly subject to

4 the provisions of title II of the Natural Gas Policy Act of

5 1978 shall take the following actions:

6 (1) Each such interstate pipeline shall clear both

7 its unrecovered incremental gas costs account and its

8 unrecovered incremental surcharges account of all

9 amounts accumulated therein by—

10 (A) transferring, as of such date of enact-

11 ment, all such amounts to its unrecovered pur-

12 chased gas costs account,

13 (B) proceeding to collect all such amounts in

14 due course pursuant to regulations prescribed by

15 the Federal Energy Regulatory Commission

16 (hereinafter in this subsection referred to as the

17 “ Commission” ), and

18 (C) doing all such other acts as the Commis-

19 sion may prescribe for the purpose of effecting the

20 repeal of title II of such Act as of the date of the

21 enactment of this Act.

22 (2) Each such local distribution company shall

23 clear both the unrecovered incremental gas costs ac-

24 count and the unrecovered incremental surcharges ac-

25 count of all amounts accumulated therein by—

HR 131 IH
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1 (A) transferring, as of such date of enact-

2 ment, all such amounts to the account to which

3 the company’s purchased gas costs are ordinarily

4 debited, and then

5 (B) proceeding to collect all such amounts in

6 due course, whether pursuant to pertinent regula-

7 tions prescribed therefor by the regulatory body

8 havi n g  jurisdiction over such company’s rates and

9 charges, or otherwise.

10 (d) N o Further Incremental Pricing Permit-

11 ted.— Effective beginning on the date of the enactment of

12 this Act, no interstate pipeline or distribution company which

13 was formerly subject to the provisions of title II  of such Act

14 shall—

15 (1) debit any amount to any unrecovered incre-

16 mental gas costs account;

17 (2) debit any amount to any unrecovered incre-

18 mental surcharges account;

19 (3) bill incremental pricing surcharges to any cus-

20 tomer under the authority of such provisions; or

21 (4) otherwise comply with the provisions of part

22 282 of title 18 of the Code of Federal Regulations or

23 other regulatory provisions which implement title II of

24 such Act.

25 (e) Definitions.— For purposes of this section—

HR 131 IH
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1 (1) the term “ unrecovered incremental gas costs

2 account'’ means the account designated as Account

3 192.1 of the Uniform System of Accounts Prescribed

4 for Natural Gas Companies, parts 201 and 204 of title

5 18 of the Code of Federal Regulations;

6 (2) the term “ unrecovered incremental surcharges

7 account’ ’ means the account designated as Account

8 192.2 of the Uniform System of Accounts Prescribed

9 for Natural Gas Companies, parts 201 and 204 of such

10 title 18; and

11 (3) the term “ unrecovered purchased gas costs ac-

12 count” means the account designated Account 191 of

13 the Uniform System of Accounts Prescribed for Natu-

14 ral Gas Companies, of such parts 201 and 204.

1 5  SEC. 103. REPEAL OF TITLE III OF THE PUBLIC UTILITY REGU-

16 LATORY POLICIES ACT OF 1978.

17 (a) Repealer.— Title H I of the Public Utility Regula-

18 tory Policies Act of 1978 (relating to retail policies for natu-

19 ral gas utilities) is hereby repealed.

20 (b) Conforming Amendment.— The table of contents
21 for such Act is amended by striking out the items relating to

22 title HI.

HR 131 IH
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1 TITLE II—INCENTIVES FOR IN-
2 CREASED NATURAL GAS PRO-
3 DUCTION
4 SEC. 201. DEREGULATION OF NATURAL GAS PRODUCED FROM

5 WELLS DRILLED ON OR AFTER JANUARY 1,

6 1983.

7 (a) Amendment.— Section 121 of the Natural Gas

8 Policy Act of 1978 is amended by adding at the end thereof

9 the following new subsection:

10 “ (f) Natural Gas From W ells Drilled on or

11 After January 1, 1983.— Effective beginning on the date

12 of the enactment of this subsection, the provisions of subtitle

13 A respecting the maximum lawful price for any first sale of

14 natural gas shall cease to apply to any first sale of natural

15 gas produced from any well if—

16 “ (1) the surface drilling of the well commenced on

17 or after January 1, 1983; and

18 “ (2) a permit, license, or comparable authorization

19 was issued with respect to the drilling by the applica-

20 ble Federal or State agency having regulatory jurisdic-

21 tion with respect to the production of such natural

22 gas.” .

23 (b) Administrative Burdens.— The Federal Energy

24 Regulatory Commission shall prescribe regulations designed

25 to minimize the administrative burdens—
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(1) which arise under any provision of law within 

the jurisdiction of the Commission, and

(2) which could apply to any person whose first 

sales of natural gas may be covered by subsection (f) of 

section 121 of such Act, as added by subsection (a) of 

this section.

SEC. 202. CEILING PRICES FOR CERTAIN OTHER NATURAL GAS 
BASED ON PROJECTED MARKET PRICES.

(a) Amendment.— Title I of the Natural Gas Policy 

Act of 1978 is amended by inserting the following new sec

tion:

“SEC. 111. CEILING PRICES FOR CERTAIN PRE-1983 WELLS 
BASED ON MARKET PRICES.

“ (a) Application.— Unless a higher maximum lawful 

price is available pursuant to section 101(b)(5), the maximum 

lawful price computed under subsection (b) shall apply to any 

first sale of natural gas for any month beginning after De

cember 1982.

“ (b) Maximum Lawful Price.—

“ (1) General rule.— The maximum lawful 

price, per million Btu’s, under this section for any 

month shall be the price resulting under the following 

formula:

HR 131 IH ------- 2
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“ P = D T + B

“ (2) Meaning of terms.— For purposes of the 

formula set forth in paragraph (1)—

“ (A) the term ‘P ’ means, with respect to any 

category of natural gas, the maximum lawful price 

per million Btu’s for that category of natural gas;

“ (B) the term ‘D ’ means, with respect to any 

category of natural gas—

“ (i) the amount by which the decontrol 

reference price varies from the base price for 

that category of natural gas, divided by

“ (ii) 24, reduced by the number of cal

endar months occurring between December 

1982 and the beginning of the current calen

dar quarter;

“ (C) the term 'T ' equals the number of 

months which have elapsed in the current calen

dar quarter, including the month for which the 

maximum lawful price is being calculated; and

“ (D) the terms ‘B ’ and 'base price’ , when 

used with respect to any category of natural gas, 

mean—

“ (i) in the case of the calendar quarter 

beginning January 1983, the maximum

HR 131 IH
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lawful price provided for that category for 

December 1982; and

“ (ii) in the case of each subsequent cal

endar quarter, the maximum lawful price for 

that category for the calendar month preced

ing that calendar quarter.

“ (3) D e c o n t r o l  r e f e r e n c e  p r i c e.—
“ (A) Initially t o b e b a s e d o n  section 

1 0 2  pri c e.— For each month during the first 3 

calendar quarters of calendar year 1983, the de

control reference price shall be equal to the maxi

mum lawful price established under section 102 

for that month.

“ (B) T h e r e a f t e r  a d j u s t e d t o t h e

PRICE FOR CERTAIN EXEMPT WELLS DURING 
PRECEDING CALENDAR QUARTER.—

“ (i) E s t i m a t e.— During the third cal

endar quarter of calendar year 1983, and 

each following calendar quarter before Octo

ber 1, 1984, the Commission shall estimate 

the weighted average first sale price for nat

ural gas delivered during the preceding cal

endar quarter from wells the production from 

which is exempted from ceiling prices under 

this subtitle pursuant to section 121(f). Esti-
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1 mates under this subparagraph shall be made 

in accordance with subsection (c).

“ (ii) A d j u s t m e n t .— For the following 

calendar quarter, the decontrol reference 

price shall be adjusted to equal that estimate. 

“ (c) W e i g h t e d  A v e r a g e  P r i c e.— For purposes of 

applying the formula set forth in subsection (b)—

“ (1) I n g e n e r a l .— In the case of any first sale 

of natural gas during a calendar quarter, the weighted 

average price applicable shall be the weighted average 

of the prices determined under paragraph (2) for the 

preceding calendar quarter.

“(2) In f o r m a t i o n  c o l l e c t i o n.—
“(A) P rice i n f o r m a t i o n c o l l e c t i o n.—  

In the case of the first sale of any natural gas 

from wells the production of which is exempted 

from ceiling prices under this subtitle pursuant to 

section 121(f), the Commission shall require the 

purchaser to file with the Commission, within 5 

days after deliveries commence—

“ (i) a copy of the contract involved, to

gether wi th all ancillary agreements, and

“ (ii) unless readily apparent in the con

tract, a statement of (I) the price paid for 

natural gas on the first day deliveries com-
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mence, (H) the estimated volumes (in mil

lions of Btu’s) to be delivered during the first 

12 months after deliveries commence, and 

I I I) the point of delivery under such con

tract.

“ (B) Commission may exempt certain

CONTRACTS INVOLVING ANNUAL DELIVERY OF
less t h a n  1 0 0 , 0 0 0  m m b t u ’s.— The Commission 

may, by rule, provide an exemption from the re

porting requirements under subparagraph (A) if it 

determines the volumes of natural gas involved do 

not justify burdens imposed by such requirement. 

The Commission may not exempt any contract 

under which the volumes to be delivered during 

the first 12 months after deliveries commence are 

greater than 100,000 million Btu’s (including vol

umes under other contracts covering natural gas 

from the same well).

“ (C) Implementation of reporting re

quirements.— Not later than 3 months after the 

date of the enactment of the Natural Gas Produc

tion, Utilization, and Conservation Act, the Com

mission shall prescribe and make effective (and 

may from time to time amend) the reporting re

quirements contained in this paragraph. The re-

HR 131 IH
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porting requirements shall be promulgated so as 

to enable the Commission to identify and elimi

nate the duplicative reporting of purchased vol

umes.

“ (4) Determination o f weighted average 

prices.— During each calendar quarter, the Commis

sion, on the basis of information filed under paragraph 

(2), shall determine the weighted average price for first 

sales of natural gas which occurred during the preced

ing calendar quarter. Such prices shall be calculated 

and published by the Commission at least 15 days 

before the beginning of the next calendar quarter.

“ (d) Categories o f Natural Ga s .— For purposes of 

this section, each category of natural gas established under 

this Act for purposes of determining a maximum lawful price 

shall be treated as a separate category.

“ (e) Minimum Rate .— In no case shall the applicable 

price for natural gas delivered in any month be less than the 

price for minimum rate gas (as defined in part 271.402(b)(9) 

of title 18 of the Code of Federal Regulations) delivered in 

such month, as prescribed under part 271 of title 18 of the 

Code of Federal Regulations.” .

(b) Conforming Amendment.— The table of contents 

for such Act is amended by inserting the following after the 

item relating to section 110:

'‘Sec. 111. Ceiling prices for certain pre-1983 wells based on market prices.".
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(c) E ffective D a t e .— The amendments made by this 

section shall apply with respect to calendar months beginning 

after December 1982. In determining the maximum lawful 

price under such amendments for any calendar month, such 

price shall be determined as if such amendments had been in 

effect on and after January 1, 1983.

SEC. 203. IMPORTED NATURAL GAS.

(a) A p p r o v a l  o f Im p o r t s .—
(1) Su s p e n s i o n o f a p p r o v a l  o n  i m p o r t s a t

PRICES EXCEEDING QUALIFIED IMPORT PRICE.— Any 

order of the Federal Energy Regulatory Commission 

which authorizes, under section 3 of the Natural Gas 

Act, the import from a foreign country of any natural 

gas (or liquefied natural gas) produced outside the 

United States, shall be suspended unless the price at 

which such natural gas is imported into the United 

States does not exceed the qualified import price under 

subsection (b).

(2) N o NEW APPROVAL OF IMPORTS AT PRICES
e x c e e d i n g qualified i m p o r t pri ce.— The Federal 

Energy Regulatory Commission may not authorize, 

under section 3 of the Natural Gas Act, the import 

from a foreign country of any natural gas (or liquefied 

natural gas) produced outside the United States unless 

the price at which such natural gas is imported into
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the United States does not exceed the qualified import 

price under subsection (b).

(b) Q ualified Im p o r t  P rice D e f i n e d.—
(1) C o n t r a c t  in e f f e c t .—

(A) I n  g e n e r a l .— In the case of natural 

gas (or liquefied natural gas) with respect to 

which there is a contract price for importation in 

effect during December 1982, the “ qualified 

import price”  shall be equal to the maximum 

lawful price under section 111(b) of the Natural 

Gas Policy Act of 1978 (as added by this Act).

(B) Q ualified i m p o r t price t o b e b a s e d  
o n  c o n t r a c t  p r i c e.— The base price (and the 

factor B) to be used for determining the maximum 

lawful price under section 111(b) of such Act for 

imports during any month after December 1982 of 

any natural gas under this subparagraph shall be 

equal to the contract price for such natural gas on 

the date of the enactment of the Natural Gas Pro

duction, Utilization, and Conservation Act.

(C) C o n t r a c t  price d e f i n e d.— For pur

poses of this paragraph, the term “ contract 

price” , when used with respect to any natural 

gas, means the contract price (as defined in sec-
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1 tion 105(c)) if such natural gas were subject to a

2 contract on such date of enactment.

3 (2) N o contract in effect.— In the case of

4 natural gas (or liquefied natural gas) with respect to

5 which there is no contract price for importation in

6 effect during December 1982, the “ qualified import

7 price”  shall be the decontrol reference price, as defined

8 in section 111(b)(3) of such Act.

9 SEC. 204. 1985 DECONTROL OF ALL NATURAL GAS.
10 (a) D e c o n t r o l .— Section 121(a) of the Natural Gas

11 Policy Act of 1978 (15 U.S.C. 3331(a)) is amended to read

12 as follows:

13 “ (a) G e n e r a l  R u l e .— Effective beginning January 1,

14 1985, the provisions of subtitle A respecting the maximum

15 lawful price shall cease to apply to the first sale of any natu-

16 ral gas.” .

17 (b) T e c h n i c a l a n d  C o n f o r m i n g  A m e n d m e n t s .—
18 (1) Section 121 of the Natural Gas Policy Act of

19 1978 (15 U.S.C. 3331) is amended by striking out sub-

20 sections (c), (d), and (e).

21 (2) Section 103(b) of such Act (15 U.S.C.

22 3313(b)) is amended by striking out paragraph (2).

23 (3) Section 105(b) of such Act (15 U.S.C.

24 3315(b)) is amended by striking out paragraph (3).

HR 131 IH ------- 3
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1 (4) Section 313 of such Act (15 U.S.C. 3373) is

2 amended by striking out “ (as defined in section

3 105(b)(3)(B))”  each place it appears and by adding at

4 the end thereof the following new subsection:

5 “(c) D efinition o f  Inde fini te P rice E s c a l a t o r

6 C l a u s e .— For purposes of this section, the term ‘indefinite

7 price escalator clause’ includes any provision of any con-

8 tract—

9 “ (1) which provides for the establishment or ad-

10 justment of the price for natural gas delivered under

11 such contract by reference to other prices for natural

12 gas, for crude oil, for refined petroleum products, or

13 any other energy source, or

14 “ (2) which allows for the establishment or adjust-

15 ment of the price of natural gas delivered under such

16 contract by negotiation between the parties.” .

17 SEC. 205. REPEAL OF PROVISIONS ALLOWING REIMPOSITION

18 OF PRICE CONTROLS.

19 (a) R e p e a l e r .— Sections 122 and 123 of the Natural

20 Gas Policy Act of 1978 (15 U.S.C. 3332 and 3333) are

21 hereby repealed.

22 (b) C o n f o r m i n g  A m e n d m e n t .— The table of contents

23 for such Act is amended by striking out the items relating to

24 sections 122 and 123.
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9

10
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13
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18
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20 

21 

22

23

24

25

NATURAL GAS.
(a) D e r e g u l a t i o n .— Section 601(a)(1)(B) of the Natu

ral Gas Policy Act of 1978 (15 U.S.C. 3431(a)(1)(B)) is 

amended to read as follows:

“ (B) C o m m i t t e d  o r  d e d i c a t e d n a t u r a l  
g a s .— Effective January 1, 1985, for purposes of 

section 1(b) of the Natural Gas Act, the provi

sions of such Act and the jurisdiction of the Com

mission under such Act shall not apply by reason 

of any first sale of natural gas which was commit

ted or dedicated to interstate commerce as of the 

day before the date of enactment of this Act. 

Before January 1, 1985, for purposes of section 

1(b) of the Natural Gas Act, the provisions of the 

Natural Gas Act and the jurisdiction of the Com

mission under such Act shall not apply by reason 

of any first sale of natural gas which was commit

ted or dedicated to interstate commerce as of the 

day before the date of enactment of this Act and 

which is—

“ (i) high-cost natural gas (as defined in 

section 107(c) (1), (2), (3), or (4) of this Act);

“ (ii) new natural gas (as defined in sec

tion 102(c) of this Act);
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1 “ (iii) natural gas produced from any

2 new onshore production well (as defined in

3 section 103(c) of this Act); or

4 “ (iv) natural gas produced from wells

5 drilled on or after January 1, 1983, and

6 exempted from maximum lawful prices pur-

7 suant to section 121(f).” .

8 (b) Technical and Confobming Amendments.—

9 (1) Effective beginning January 1, 1985, section

10 601(a)(1) of such Act (15 U.S.C. 3431(a)(1)) is amend-

11 ed by striking out subparagraph (E).

12 (2) Section 601 (b)( 1)(A)(ii) of such Act (15 U.S.C.

13 3431) is amended by striking out “ solely” .

14 SEC. 207. ELIMINATION OF REQUIRED MINIMUM CONTRACT
15 DURATION AND REQUIRED OFFERS AND
16 RIGHTS OF FIRST REFUSAL.
17 Section 315 of the Natural Gas Policy Act of 1978 (15

18 U.S.C. 3375) is amended by striking out subsections (a) and

19 (b) and inserting in lieu thereof the following:

20 “ (a) Contract Duration.— The Commission may

21 not specify the minimum duration of any contract for the pur-

22 chase of natural gas to which section 601(a)(1) (A) or (B) is

23 applicable.

24 “ (b) Offers; R ight of First Refusal.— In the case

25 of any person (or any successor in interest to such person)
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1 who, but for the provisions of section 601(a)(1)(B) (relating to

2 deregulation), would have been entitled to receive natural gas

3 committed or dedicated to interstate commerce pursuant to

4 such commitment or dedication if such natural gas were sold,

5 the Commission may not require that such natural gas be

6 offered to be sold to such person, either directly or through

7 the granting of any right of first refusal of an offer made to

8 any other person.” .

9 SEC. 208. COST PASSTHROUGH ALLOWED EXCEPT WHERE

10 FRAUD INVOLVED.

11 (a) F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n.—
12 Paragraph (2) of section 601(c) of the Natural Gas Policy Act

13 of 1978 (15 U.S.C. 3431(c)) is amended by striking out

14 “ except to the extent” and all that follows and by inserting

15 in lieu thereof the following: “ except to the extent the Com-

16 mission determines that the amount paid was excessive due

17 to fraud.” .

18 (b) St a t e  R e g u l a t o r y  B odi e s.— Paragraph (2) of

19 section 601(c) of such Act (15 U.S.C. 3431(c)) is further

20 amended—

21 (1) by striking out “ For purposes of” and insert-

22 ing in lieu thereof “ Any agency of a State or political

23 subdivision thereof having ratemaking authority over

24 any intrastate pipeline or local distribution company

25 may not deny such pipeline or local distribution compa-
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1 ny recovery of any amount paid with respect to any

2 purchase of natural gas, and, for purposes of” ;

3 (2) by inserting a comma before “ if” ; and

4 (3) by inserting after “ Commission”  the second

5 place it appears the following: “ or such ratemaking

6 agency, as the case may be,” .

7 SEC. 209. CERTIFICATION FOR SPECIAL PRICING PROVISIONS.

8 Section 503 of the Natural Gas Policy Act is amended

9 by adding at the end thereof the following new subsection:

10 “(f) Se l l e r  C ertification A p p l i c a b l e f o r  C e r -

11 tain P u r p o s e s .— For purposes of sections 111 and 121(f ,

12 any certification made by a seller in a sworn statement to the

13 Commission and the Federal and State agency having au-

14 thority to make determinations referred to subsection (a)(1)

15 shall satisfy any requirements for a determination under this

16 section.” .

n  TITLE III—REMOVAL OF ARTIFI-
18 CIAL IMPEDIMENTS TO NATU-
19 RAL GAS SALES
20 SEC. 301. AUTHORIZATION OF CERTAIN SALES AND TRANS-

21 PORTATION.

22 (a) N a t u r a l  G a s P r o d u c e d  F r o m  O u t e r  C on t i-
23 n e n t a l  Sh e l f .—
24 (1) Section 601(a)(1)(B) of the Natural Gas Policy

25 Act of 1978 (15 U.S.C. 3431), as amended by section
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13
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206(a), is amended by striking out “ or”  at the end of 

clause (iii), by striking out the period at the end of 

clause (iv) and inserting or”  in lieu thereof, and by 

adding at the end thereof the following new clause:

“ (v) natural gas from the Outer Conti

nental Shelf if such sale is to an intrastate 

pipeline, local distribution company, or end- 

user located within any State.” .

(2) Section 601(a)(2)(A) of such Act (15 U.S.C. 

3431) is amended by striking out “ or”  at the end of 

clause (i), by striking out the period at the end of 

clause (ii) and inserting or”  in lieu thereof, and by 

adding at the end thereof the following new clause:

“ (iii) of natural gas from the Outer Con

tinental Shelf that is transported on behalf of 

any intrastate pipeline, local distribution 

company, or end-user located within any 

State, except that (I) the rate any pipeline 

charges for any transportation over or across 

the Outer Continental Shelf shall be just and 

reasonable (within the meaning of the Natu

ral Gas Act), as determined by the Commis

sion, and (II) any facilities for such transpor

tation over or across the Outer Continental 

Shelf shall be constructed or operated only
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1 pursuant to a certificate issued by the Com

mission under section 7 of the Natural Gas 

A ct.” .

(b) C o m m i s s i o n M a y  P e r m i t Se c t i o n 311(b) Sa l e s 
b y In t e r s t a t e  P ipelines.—

(1) Section 311(b)(1) of the Natural Gas Policy 

Act of 1978 (15 U.S.C. 3431) is amended to read as 

follows:

“ (1) In g e n e r a l .— The Commission may, by 

rule or order, authorize any pipeline to sell natural gas 

to—

“ (A) any other pipeline; and

“ (B) any local distribution company.” .

(2) The heading for paragraph (2) of section 

311(b) of such Act is amended by inserting “f o r  in
t r a s t a t e  pip elin es” after “c h a r g e s ”.

(3) Subparagraph (B) of section 311(b)(2) of such 

Act is amended—

(A) by striking out “ an amount”  and insert

ing in lieu thereof “ any amount” ; and

(B) in clause (i), by striking out “ any intra

state”  and inserting in lieu thereof “ an” , and by 

inserting “ storage,”  after “ transportation,” .

(4) Section 311(b) of such Act is amended by 

redesignating paragraphs (3), (4), (5), (6), and (7) as
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3
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7
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11

12
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15
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17
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19
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21 

22

23

24

1 paragraphs (4), (5), (6), (7), and (8), respectively, and 

by inserting after paragraph (2) the following new 

paragraph:

“ (3) Rates and charges for interstate 

pipelines.— The rates and charges of any interstate 

pipeline with respect to any sale authorized under 

paragraph (1) shall be just and reasonable (within the 

meaning of the Natural Gas Act).” .

(5) Paragraph (5) (as redesignated) of section 

311(b) of such Act is amended—

(A) by striking out “ intrastate” in the 

paragraph heading and inserting in lieu thereof 

“ existing” ; and

(B) by striking out “ intrastate pipeline”  and 

inserting in lieu thereof “ seller” .

(6) Paragraph (6) (as redesignated) of section 

311(b) of such Act is amended—

(A) by striking out “ intrastate pipeline” in 

subparagraph (A) and inserting in lieu thereof 

“ seller” ;

(B) by striking out “ interstate pipeline or 

local distribution company”  in clause (i) of subpar

agraph (A) and inserting in lieu thereof “ purchas

er” ;
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(C) by striking out “ intrastate pipeline”  in 

clause (ii) of subparagraph (A) and inserting in 

lieu thereof “ seller” ; and

(D) by striking out “ intrastate pipeline”  in 

subparagraph (B) and inserting in lieu thereof 

“ seller” .

(7) Paragraph (7) (as redesignated) of section 

311(b) of such Act is amended by striking out “ intra

state pipeline”  in subparagraphs (A)(i), (A)(ii), and (G) 

and inserting in lieu thereof “ seller” .

(8) Paragraph (8) (as redesignated) of section 

311(b) of such Act is amended by striking out “ intra

state pipeline”  in subparagraphs (A) and (B) and in

serting in lieu thereof “ seller” .

(c) C o m m i s s i o n M a y  P e r m i t Se c t i o n 312 A ssign
m e n t s  t o In t r a s t a t e  P ipelines.—

(1) Section 312(a) of such Act (15 U.S.C. 

3372(a)) is amended to read as follows:

“ (a) A u t h o r i z a t i o n o f A s s i g n m e n t s.— The Com

mission may, by rule or order, authorize a pipeline or local 

distribution company to assign, without compensation, to any 

other pipeline or local distribution company, all or any por

tion of the assignor’s right to receive surplus natural gas at 

any first sale, upon such terms and conditions as the Com

mission determines appropriate.” .

HR 131 1H



1

2

3

4
5

6

7

8

9

10

11

12

13

14

15

16
17

18

19

20

21

22

23

24

25

2 7

(2) Section 312(c) of such Act (15 U.S.C. 3372(c)) 

is amended to read as follows:

“(c) Su r p l u s  N a t u r a l  G a s .— For purposes of this 

section, the term ‘surplus natural gas’ means, with respect to 

any pipeline or local distribution company, any natural gas 

which exceeds the then current demands of such person for 

natural gas, as determined by the Commission, or the State 

agency having regulatory jurisdiction over that person.” .

(d) Jurisdiction o f C o m m i s s i o n O v e r C e r t a i n 

T r a n s p o r t a t i o n a n d  Sa l e b y In t r a s t a t e  P ipelines 

a n d  L o c a l  D istribution C o m p a n i e s .— Section 601(a) of 

the Natural Gas Policy Act of 1978 (15 U.S.C. 3431) is 

amended by adding a new paragraph (3) which reads as fol

lows:

“(3) T r a n s p o r t a t i o n a n d  s a l e by i n t r a
s t a t e pipelines a n d  l o c a l distribution c o m p a 
nies.—

“ (A) Jurisdiction o f t h e  c o m m i s s i o n.—  

For the 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 to any transportation or sale 

(including any sale for resale) of natural gas by 

one or more intrastate pipelines or local distribu

tion companies and such natural gas shall not be
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deemed to be in interstate commerce, if all trans

portation between States or between States and 

the Federal domain in the Outer Continental Shelf 

is performed by one or more interstate pipelines 

pursuant to authorization by the Commission 

under section 302(c), 303 (b), (c), (d), or (h), or 

311(a)(1) of this Act or under section 7 of the 

Natural Gas Act.

“ (B) N a t u r a l -g a s  c o m p a n y .— For pur

poses of the Natural Gas Act, the term ‘natural- 

gas company’ (as defined in section 2(6) of such 

Act) shall not include any person by reason of, or 

with respect to, any transportation or sale of nat

ural gas if the provisions of the Natural Gas Act 

and the jurisdiction of the Commission under the 

Natural Gas Act do not apply to such transporta

tion or sale by reason of subparagraph (A) of this 

paragraph.” .

(e) P r ohibition o n  C o m m i s s i o n Im p o s i n g R est bic- 
tions o n  O u t e r C o n t i n e n t a l  Sh e l f  G a s .— Section 

601(a) of the Natural Gas Policy Act of 1978 (15 U.S.C. 

3431), as amended, is further amended by adding at the end 

thereof the following new paragraph:

“(3) A c ce ss t o o u t e r c o n t i n e n t a l s h e l f 

n a t u r a l  g a s .— The Commission may not impose any
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1 direct or indirect limitation on the right to contract for

2 sale or use of natural gas from the Outer Continental

3 Shelf, except that the Commission shall ensure that an

4 interstate pipeline may not charge for any transporta-

5 tion of such natural gas a rate in excess of a just and

6 reasonable rate (within the meaning of the Natural Gas

7 Act).” .

8 (f) N o n  applicability o f N a t u r a l  G a s A ct t o

9 C e r t a i n Sa l e s b y E x e m p t  P ipelines.— Section 1(c) of

10 the Natural Gas Act (15 U.S.C. 717(c)) is amended by insert-

11 ing after the first sentence the following: “ If the provisions of

12 this Act do not apply to any person by reason of this subsec-

13 tion, then such provisions shall not apply to any other person

14 receiving natural gas from such person solely by reason of

15 such receipt and subsequent sale or transportation.” .

16 SEC. 302. EMERGENCY AUTHORITY APPLICABLE TO INTER-

17  STATE AND INTRASTATE PIPELINES.

18 (a) E m e r g e n c y  P u r c h a s e  A u t h o r i t y .— Section

19 302 of the Natural Gas Policy Act of 1978 (15 U.S.C. 3362)

20 is amended—

21 (1) in subsection (a)—

22 (A) by striking out “ interstate pipeline or

23 local distribution company served by any inter-

24 state pipeline” and inserting in lieu thereof “ inter-
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state or intrastate pipeline or local distribution 

company” ;

(B) by striking out paragraph (1) and insert

ing in lieu thereof the following:

“ (1) from any producer of natural gas; or” ; and

(C) in paragraph (2), by striking out “ intra

state” and “ an interstate pipeline or” ;

(2) in subsection (d), by striking out “ any inter

state pipeline”  and inserting in lieu thereof “ any pipe

line” ; and

(3) in subsection (e), by striking out “ any intra

state pipeline”  and inserting in lieu thereof “ any pipe

line” .

(b) E m e r g e n c y  A l l o c a t i o n A u t h o r i t y .— Section 

303 of such Act (15 U.S.C. 3363) is amended—

(1) in subsection (a), by striking out “ interstate”  

in paragraph (1) and by striking out subparagraph (A) 

in paragraph (2) and redesignating subparagraphs (B) 

and (C) as subparagraphs (A) and (B), respectively;

(2) in subparagraph (D) of subsection (b)(1), by 

striking out “ any interstate pipeline”  and inserting in 

lieu thereof “ any pipeline” ;

(3) in subsection (c)—

(A) by striking out “ interstate”  each place it 

appears; and
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1 (B) by striking out “ certificated natural gas”

2 in paragraphs (1) and (4) and inserting in lieu

3 thereof “ natural gas” ; and

4 (4) in subparagraph (D) of subsection (d)(1), by

5 striking out “ interstate” .

6 (c) C o n f o r m i n g A m e n d m e n t s .— Subparagraph (C) of

7 section 601(a)(1) of such Act (15 U.S.C. 3431(a)(1)(C)) is

8 amended—

9 (1) by striking out “ or”  at the end of clause (i);

10 (2) by striking out the period at the end of clause

11 (ii) and inserting in lieu thereof “ ; or” ; and

12 (3) by adding at the end thereof the following new

13 clause:

14 “ (iii) pursuant to any allocation assigned

15 under section 303.” .

16 SEC. 303. CLAUSES PROHIBITING CERTAIN SALES, TRANSPOR-

17 TATI ON, OR COMMINGLING WHICH DO NOT

18 AFFECT JURISDICTION.

19 Section 314 of the Natural Gas Policy Act of 1978 (15

20 U.S.C. 3431) is amended by redesignating subsection (b) as

21 subsection (c) and by inserting after subsection (a) the follow-

22 ing:

23 “ (b) Su b s e q u e n t  Sa l e s a n d  T r a n s p o r t a t i o n .—
24 “ (1) In g e n e r a l .— E x c 3pt as provided in para-

25 graph (2), any provision of any contract for the sale
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1 (other than a first sale) or transportation of natural gas 

is hereby declared against public policy and unenforce

able with respect to any natural gas covered by this 

Act to the extent such provision—

“ (A) prohibits the commingling of natural 

gas subject to such contract, or the sale or trans

portation of natural gas under such contract 

which has been commingled, with natural gas—  

“ (i) which is subject to the jurisdiction 

of the Commission under the provisions of 

the Natural Gas Act; or

“ (ii) which has been transported across 

the borders of any State;

“ (B) prohibits the sale or transportation in 

interstate commerce (within the meaning of the 

Natural Gas Act) of natural gas subject to such 

contract; or

“ (C) terminates, or grants any party the 

option to terminate, any obligation under any such 

contract as a result of such commingling, sale, or 

transportation.

“(2) A ctivities a f f e c t i n g jurisdiction n o t  
c o v e r e d .— Paragraph (1) shall not apply to any con

tract provision to the extent that any party to the con

tract could become subject to the jurisdiction of the
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1 Commission under the Natural Gas Act if that contract

2 provision were not enforceable.” .

O
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IX

98th CONGRESS  
1st Session H.R. 232

To prohibit increases in the wellhead prices of natural gas during the six-month 
period beginning January 3, 1983.

I n  THE HOUSE OF REPRESEN TATIVES

J a n u a r y  3, 1983
Mr. N o w a k  introduced the following bill; which was referred to the Committee

on Energy and Commerce

A BILL
To prohibit increases in the wellhead prices of natural gas 
during the six-month period beginning January 3, 1983.

1 Be it enacted by the Senate and House of Representa-

2 tines of the United States of America in Congress assembled,

3 SHORT TITLE

4 Sect ion 1. This Act may be cited as the “ Natural Gas

5 Price Control Act of 1933” .

6 FREEZE ON WELLHEAD NATURAL GAS PRICES

7 Se c . 2. (a) Notwithstanding title I of the Natural Gas

8 Policy Act of 1978, the Natural Gas Act, or any other provi-

9 sion of law, the maximum lawful price applicable to the first 

10 sale delivery of any natural gas produced in the United



2

1 States shall be the December 31, 1982, price applicable to

2 such natural gas.

3 (b) The provisions of the Natural Gas Policy Act of

4 1978 shall apply to violations of subsection (a) to the same

5 extent, and in the same manner, as such provisions apply to

6 violations of maximum lawful prices under title I of such Act.

7 NOVEMBER 30, 1982,  PRICE DEFINED; OTHER

8 DEFINITIONS

9 Se c . 3. (a) For purposes of this A ct—

10 (1) The term “ December 31, 1982, price” —

11 (A) in the case of any first sale of natural

12 gas sold under any contract in effect for deliveries

13 on December 31, 1982, means the first sale price

14 which applied to deliveries of natural gas on that

15 date under such contract; and

16 (B) in the case of any first sale of any other

17 natural gas, means the price determined by the

18 Federal Energy Regulatory Commission to be the

19 weighted average first sale price of all natural gas

20 delivered on that date which is in the same cate-

21 gory as the natural gas involved;

22 (2) the term “ category”  means the category or

23 classification of natural gas prescribed by the Natural

24 Gas Policy Act of 1978 for determining the maximum

25 lawful price for such natural gas or for determining if
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such natural gas is not subject to a maximum lawful 

price under such Act. The Commission may further 

define such term to the extent necessary to carry out 

the purposes of this Act;

(3) the term “ control period”  means the period 

beginning January 1, 1983, and ending June 30, 

1983; and

(4) the terms “ natural gas” , “ first sale” , and “ de

liver”  have the same meanings given such terms by 

the Natural Gas Policy Act of 1978.

(b) The Federal Energy Regulatory Commission may 

collect such information as may be necessary to make the 

determinations required under subsection (a)(1)(B) and to oth

erwise administer this Act.

PRICE INCREASES SCHEDULED TO TAKE EFFECT DURING 

CONTROL PERIOD TO BE DISREGARDED AFTER CON

TROL PERIOD

Se c . 4. (a) Notwithstanding the terms of the Natural 

Gas Policy Act of 1978 or of any contract, any price increase 

subject to this Act shall not be given effect following the 

expiration of the control period.

(b) For purposes of subsection (a), a price increase is 

subject to this Act if it is an increase in the first sale price of 

natural gas which (but for this Act) would have taken effect 

during the control period under the terms of any contract, or
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1 if it is an increase in the maximum lawful price of natural gas

2 prescribed by or under the Natural Gas Policy Act of 1978,

3 which (but for this Act) would have taken effect during the

4 control period.

5 BENEFITS OF FREEZE TO BE PASSED THROUGH

6 Se c . 5. Under regulations which the Federal Energy

7 Regulatory Commission shall prescribe, the Commission shall

8 take such steps as may be necessary to assure that the reduc-

9 tions in the costs which (but for this Act) would be borne by

10 natural gas purchasers shall be passed through to such pur-

11 chasers.

O
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98th CONGRESS 
1st Session H. R. 482
To insure that rates charged by natural-gas companies are market-sensitive.

IN THE HOUSE OF REPRESEN TATIVES

Ja n u ary 6, 1983
Mrs. Bybon (for herself, Mrs. H o lt , and Mr. D yson) introduced the following 

bill; which was referred to the Committee on Energy and Commerce

A BILL
To insure that rates charged by natural-gas companies are

market-sensitive.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 Se c . 1. This Act may be cited as the “ Natural Gas

4 Marketing Act of 1983” .

5 Se c . 2. (a) Notwithstanding any other provision of law,

6 whenever a gas distributing company, State commission, mu-

7 nicipality, or State files a complaint pursuant to section 4(e)

8 of the Natural Gas Act alleging that any rate proposed to be

9 charged by an interstate pipeline company is not just and 

10 reasonable, and certifies that such proposed rate, taken to

l l  gether with any prevailing lawfully imposed charges for the
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1 retail delivery of such gas, results in a retail price for natural

2 gas that is in excess of the per million Btu equivalent price of

3 a competing fuel currently available to and usable by existing

4 retail customers served by or through any of the interstate

5 pipeline company's wholesale customers, the Commission

6 shall set the matter for hearing and decision.

7 (b) The Commission shall suspend the operation of the

8 interstate pipeline company's rate increase filing until the is-

9 suance of a final appealable order upon completion of such

10 hearing.

11 (c) Unless otherwise agreed by all parties, the Commis-

12 sion shall conclude its hearing and render its final decision on

13 any proposed rate challenged in accordance with this Act

14 within six months after the date the rate increase filing was

15 suspended.

16 (d) At such a hearing, the burden of proof shall be on

17 the interstate pipeline company to establish, inter alia, that

18 its gas purchase contracts with its suppliers and its gas acqui-

19 sition practices are designed to maintain its gas prices, taken

20 together with any prevailing lawfully imposed charges for the

21 retail delivery of such gas, at a level competitive with the

22 retail price of competing fuels in its service territory, and that

23 its average cost of purchased gas and its wholesale rates are

24 and will be adjustable in response to increases and decreases

25 in the retail prices of competing fuels in its service territory.
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1 (e) If the Commission finds that the interstate pipeline

2 company has successfully discharged its burden of proof

3 under subsection (d) above, the Commission may approve col-

4 lection by the interstate pipeline company of all or any por-

5 tion of the proposed rate, in accordance with otherwise appli-

6 cable laws and regulations.

7 (f) If the Commission finds that the interstate pipeline

8 company has failed to discharge its burden of proof under

9 subsection (d) above, the Commission shall prescribe an ad-

10 justment in the interstate pipeline company’s rates which it

11 finds is sufficient to render the interstate pipeline company’s

12 rates, taken together with any prevailing lawfully imposed

13 charges for the retail delivery of such gas, competitive with

14 the retail price of competing fuels in its service territory and

15 which it finds is consistent with the long-term gas supply

16 needs of the interstate pipeline company’s customers. Upon

17 the entry of such a finding, each of the interstate pipeline

18 company’s gas purchase contracts shall be deemed to include

19 a provision relieving the interstate pipeline company of its

20 obligation to purchase the gas or otherwise pay any charge

21 or fee with respect to such gas (whether or not delivery is

22 taken) if, in the interstate pipeline company’s sole opinion,

23 the gas is not marketable in the interstate pipeline company’s

24 service territory.
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1 Se c . 3. (a) Nothing in this Act shall be construed as

2 altering, or permitting the altering of, any law barring unduly

3 discriminatory pipeline rates.

4 (b) In any allocation of costs approved by the Commis-

5 sion in connection with an interstate pipeline company rate

6 order issued pursuant to this Act, all purchased gas costs

7 shall be allocated equally to all volumes sold.

8 (c) Nothing in this Act shall be construed as giving the

9 Commission authority to increase any rate to any customer

10 other than in accordance with a proposal filed by the inter-

11 state pipeline company .

12 (d) Nothing in this Act shall be construed as giving the

13 Commission authority to alter any charges duly approved by

14 State or local governmental authorities for the retail delivery

15 of gas purchased from the interstate pipeline company, or to

16 make any other adjustments in any rate order to take such

17 charges into account.

18 Se c . 4. (a) For purposes of this Act, the terms “ munici-

19 pality” , “ State", “ natural gas” , “ gas distributing company” ,

20 “ State commission” , and “ Commission”  have the meanings

21 given such terms by or under the Natural Gas Act.

22 (b) For the purposes of this Act, the term “ interstate

23 pipeline company”  has the same meaning given such term by

24 or under the Natural Gas Policy Act.

O

HR 482 IH



I

98th CONGRESS
1st Session H .  R .  5 8 3

To amend the Natural Gas Policy Act of 1978 to impose a moratorium on price
increases.

In  THE HOUSE OF RE PRESEN TATIVES

J a n u a r y  6, 1983
Mr. G l i c k m a n  (for himself, Mr. S k e l t o n , Mr. M i n e t a , Mr. S i m o n , Mr. 

E c k a r t , Mr. S t o k e s , Mr. H o w a r d , and Mr. R a h a l l ) introduced the fol
lowing bill; which was referred to the Committee on Energy and Commerce

A BILL
To amend the Natural Gas Policy Act of 1978 to impose a 

moratorium on price increases.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress ,

3 That (a) subtitle A of title I of the Natural Gas Policy Act of

4 1978 is amended by adding at the end thereof the following:

5 “SEC. 111. PRICE FREEZE ON NATURAL GAS.
6 “ (a) P rice F r e e z e .— Notwithstanding any other pro-

7 vision of law, the maximum lawful price applicable to any

8 first sale of any natural gas from January 6, 1983, through

9 January 1, 1985, shall be the maximum lawful price applica- 

10 ble to such sale on October 1, 1982.
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1 “ (b) Price Freeze on Natural Gas Not Covered

2 b y  W ellhead Price Controls.— Notwithstanding any

3 other provision of law, the maximum lawful price from Janu-

4 ary 6, 1983, through January 1, 1985, for any first sale of

5 natural gas from a well the surface drilling of which began

6 prior to January 6, 1983, and for which there was no appli-

7 cable maximum lawful price on October 1, 1982, solely by

8 reason of the elimination of price controls pursuant to subtitle

9 B of title I  of this Act shall be the contract price specified for

10 deliveries of such natural gas on October 1, 1982: Provided,

11 however, That if there was no contract price specified for

12 deliveries of such natural gas on such date, the maximum

13 lawful price shall be the average of the prices paid on Octo-

14 ber 1, 1982, for deliveries of natural gas from the three near-

15 est wells by surface location for which there similarly was no

16 applicable maximum lawful price on October 1, 1982.

17 “ (c) E xpiration  of Price Freeze .— Following the

18 expiration of the price freeze imposed by this section, the

19 maximum lawful price for any first sale of natural gas on

20 October 1, 1982, shall increase from the October 1, 1982,

21 level at the rate specified by this Act for that category of

22 natural gas.” .

23 (b) Extension of Price Controls.— Section 121 of

24 the Act is amended to read as follows: “ January 1, 1985” ,
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1 becomes “ January 1, 1987” , and “ July 1, 1987” , becomes

2 “ July 1, 1989” .

3 (c) Extension of Standby Authority.— Section

4 122 of the Act is amended to read as follows: “ July 1,

5 1985” , becomes “ July 1, 1987” ; “ June 30, 1987” , becomes

6 “ June 30, 1989” ; “ May 31, 1985” , becomes “ May 31,

7 1987” .

8 (d) Extension of Report Date .— Section 123 of

9 the Act is amended to read as follows: “ July 1, 1984” , be-

10 comes “ July 1, 1986” ; “ January 1, 1985” , becomes “ Janu-

11 ary 1, 1987” .

O
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98th CONGRESS 
1st Session H .  R .  6 1 9

To amend the Natural Gas Policy Act of 1978 to impose a freeze on natural gas
price increases.

IN THE HOUSE OF RE PRESEN TATIVES

J a n u a r y  6, 1983
Mr. K a s t e n m e i e r  introduced the following bill; which was referred to the 

Committee on Energy and Commerce

A BILL
To amend the Natural Gas Policy Act of 1978 to impose a 

freeze on natural gas price increases.

1 Be it enacted by the Senate and House of

2 tives of the United States of America in Congress assembled,

3 FREEZE ON WELLHEAD NATURAL GAS PRICES

4 Se c t i o n 1. (a) P rice F r e e z e .— Subtitle A of title I of

5 the Natural Gas Policy Act of 1978 is amended by adding at

6 the end thereof the following:

7 “SEC. 111. PRICE FREEZE ON NATURAL GAS.
8 ‘ '(a) P rice F r e e z e .— Notwithstanding any other pro-

9 vision of law, the maximum lawful price applicable to any 

10 first sale of any natural gas delivered after January 6, 1983,
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1 shall be the maximum lawful price applicable to deliveries

2 under such contract on October 1, 1982.

3 “(b) P rice F r e e z e  o n  N a t u r a l  G a s N o t  C o v e r e d

4 b y W e l l h e a d  P rice C o n t r o l s .— Notwithstanding any

5 other provision of law, in the case of any natural gas for

6 which there was no applicable lawful price for deliveries on

7 October 1, 1982, the maximum lawful price applicable to any

8 first sale of natural gas delivered after January 6, 1983, shall

9 be—

10 “ (1) the contract price specified for deliveries of

11 such natural gas on October 1, 1982, or

12 “ (2) if there was no contract price specified for

13 deliveries of such natural gas on such date, the aver-

14 age of the prices paid on October 1, 1982, for deliv-

15 eries of natural gas from the three nearest wells (meas-

16 ured by surface location) for which there similarly was

17 no applicable maximum lawful price on October 1,

18 1982.” .

19 (b) C l e r i c a l A m e n d m e n t .— The table of contents for

20 such Act is amended by inserting after the item relating to

21 section 110 the following new item:

“Sec. 111. Price freeze on natural gas.”.

22 CONTINUATION OF PRICE CONTROLS

23 Se c . 2. (a) Subtitle B of title I of the Natural Gas

24 Policy Act of 1978 (relating to decontrol of certain natural

25 gas prices) is repealed.
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1 (b)(1) The table of contents for such Act is amended by

2 striking out the item relating to subtitle A  and the items

3 relating to subtitle B and the sections therein.

4 (2) Title I of such Act is amended by striking out the

5 heading for subtitle A.

6 (3) Section 101(b)(9) of such Act is amended to read as

7 follows:

8 “ (9) Effect on contract price.— In the case

9 of any price which is established under any contract for

10 the first sale of natural gas and which does not exceed

11 the applicable maximum lawful price under this title,

12 such maximum lawful price shall not supersede or nul-

13 lify the effectiveness of the price established under such

14 contract.” .

15 (4) Section 107(d) of such Act (42 U.S.C. 3317(d)) is

16 amended by striking out “ and the provisions of subtitle B ” .

17 (5) Section 507(a) of such Act (42 U.S.C. 3417(a)) is

18 amended to read as follows:

19 “ (a) Application.— This section applies with respect

20 to any resolution of disapproval relating to incremental pric-

21 ing under section 202(c) or 206(d)(2).” .

22 (6) Section 507(c) of such Act (42 U.S.C. 3417(c)) is

23 amended by striking out “ .— For purposes of”  and all that

24 follows through “ incremental pricing action”  and in-

25 serting in lieu thereof “ of disapproval of incremental
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1 pricing action” ; and by striking out “ paragraph” and in-

2 serting in lieu thereof “ subsection” .

3 (7) Section 601(b)(1)(A) of such Act (42 U.S.C.

4 3431(b)(l)A)) is amended by striking out “ if— ” and all that

5 follows through “ A ct.”  and inserting in lieu thereof “ if such

6 amount does not exceed the applicable maximum lawful price

7 established under title I of this A ct.” .

O
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98th CONGRESS  H . R . 705
1st Session 

To amend the Natural Gas Policy Act of 1978 to clarify the definition of abuse 
for purposes of disqualifying certain cost passthroughs to distributors and 
consumers of natural gas.

IN THE HOUSE OF RE PRESEN TATIVES

J a n u a r y  6, 1983
Mr. T a u k e  (for himself, Mr. E v a n s  of Iowa, Mr. L e a c h  of Iowa, Mr. S m i t h  of 

Iowa, Mr. B e d e l l , Mr. H a r k i n , Mr. D a u b , Mrs. M a r t i n  of Illinois, Mr. 
B e r e u t e r , Mr. W i n n , Mr. N o w a k , and Mr. R o b e r t s ) introduced the fol
lowing bill; which was referred to the Committee on Energy and Commerce

A BILL
To amend the Natural Gas Policy Act of 1978 to clarify the 

definition of abuse for purposes of disqualifying certain cost 
passthroughs to distributors and consumers of natural gas.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 SHORT TITLE

4 Sec t i o n 1. This Act may be cited as the “ Natural Gas

5 Consumer Protection A ct” .
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22

23

24

25

1 DEFINITION OF ABUSE
Se c . 2. Section 2 of the Natural Gas Policy Act of 

1978 (15 U.S.C. 3301) is amended by adding at the end 

thereof the following:

“ (38) A b u s e .— The term ‘abuse’ includes misrep

resentation, imprudence on the part of the pipeline, 

failure by a pipeline to bargain at arms-length with any 

producer, and the entering into of or operating pursu

ant to any contract by any pipeline with any producer 

if such contract materially prevents the pipeline from 

responding to changes in customer demand or other 

market forces. A  rebuttable presumption arises that a 

contract materially prevents a pipeline from responding 

to changes in customer demand or other market forces 

under the following circumstances:

“ (A) Inclusion of certain clauses.— If 

any of the following contract clauses are con

tained in the contract involved:

“ (i) Take-or-pay clauses.— In the 

case of any contract between a pipeline and 

a producer which is not an affiliate of the 

pipeline, any contract provision whereby the 

pipeline is committed to pay for a minimum 

quantity of natural gas whether or not taken 

during a given period if that quantity is
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2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

1 greater than 50 percent of daily contract 

quantity on an annual basis. In the case of 

any contract between a pipeline and a pro

ducer which is affiliated with the pipeline, 

any contract provision whereby the pipeline 

is committed to pay for a minimum quantity 

of natural gas whether or not taken during a 

given period or is required to pay any fee or 

other charge with respect to natural gas for 

which delivery is not taken.

“ (ii) Indefinite price escalator 

clauses.— Any indefinite price escalator 

clause (as defined in section 105(b)(3)(B)) 

which functions on the basis of an event not 

having economic significance to the sale of 

the natural gas involved and which contra

venes the policy of eliminating market frus

trating impediments.

“ (iii) Most-favored-nation-

clauses.— Any contract provision whereby 

the purchase price paid by any pipeline to a 

producer is set by the highest price in a par

ticular production area.

“ (B) Absence of a market-out 

clause.— If the provisions of the contract in-
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1 volved fail to allow the buyer to escape the con-

2 tract or to negotiate a new lower price if the nat-

3 ural gas is not marketable at the contract price.” .

4 M AXIM U M  CONTRACT DURATION

5 Sec. 3. (a) Section 315(a)(1) of the Natural Gas Policy

6 Act of 1978 (15 U.S.C. 3375(a)(1)) is amended by inserting

7 “ or maximum duration”  after “ minimum duration” .

O
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98th CONGRESS 
1ST Session H. R. 796

To provide a temporary means to correct imbalances in the natural gas market in 
order to restrain prices charged to natural gas users.

IN THE HOUSE OF REPRESENTATIVES

January 25, 1983
Mr. Gaydos introduced the following bill; which was referred to the Committee

on Energy and Commerce

A BILL
To provide a temporary means to correct imbalances in the 

natural gas market in order to restrain prices charged to 
natural gas users.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 SHORT T ITLE

4 Se c t io n  1. This Act may be cited as the “ Temporary

5 Natural Gas Market Correction Act of 1982” .

6 FINDINGS AND PURPOSE

7 Se c . 2. (a) The Congress finds that—

8 (1) problems of market imbalance threaten the

9 natural gas industry;
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1 (2) such problems are likely to result in natural

2 gas users being burdened by excessively high prices;

3 (3) interstate commerce is significantly affected by

4 such problems;

5 (4) an urgent need exists to provide, on a tempo-

6 rary basis, immediate relief from natural gas contract

7 provisions which cause those problems; and

8 (5) adequate information regarding the operation

9 of the natural gas market is not available to the Con-

10 gress and the public.

11 (b) It is the purpose of this Act to reduce the cost of

12 natural gas supplies to end users which would otherwise

13 occur during the forthcoming year under “ take-or-pay”  and

14 other minimum charge contract provisions—

15 (1) by permitting natural gas pipeline companies

16 to adjust volumes of high-price natural gas they would

17 otherwise be required to take from producers and other

18 suppliers, thereby facilitating new contracts (and re-

19 negotiation of existing contracts) for lower-price natu-

20 ral gas; and

21 (2) by treating any failure by such pipeline compa-

22 nies to provide to their customers the least-cost natural

23 gas available under contract as if such failure were

24 “ fraud, abuse, or similar grounds”  for purposes of the

25 Natural Gas Policy Act of 1978.
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1  NATURAL GAS PURCHASE CONTRACTS DEEMED TO

2 INCLUDE VOLUME ADJUSTMENT OPTION

3 Se c . 3. (a)(1) Any contract for the first sale of natural

4 gas shall be deemed to include a volume adjustment option

5 (as defined in subsection (b)) with respect to any natural gas

6 the first sale delivery of which could occur pursuant to such

7 contract at any time after the effective date of this section

8 and before November 1, 1983.

9 (2) Such option shall be in addition to, and not in lieu of,

10 any other provision of such contract; except that such option

11 shall supersede any other provision of such contract to the

12 extent such other provision would prohibit or restrict the op-

13 eration of such option.

14 (b) For purposes of this section, the term “ volume ad-

15 justment option” means a contract provision under which the

16 purchaser may elect to refuse to take delivery under such

17 contract of any volume of natural gas (or portion thereof)

18 without incurring an obligation to pay any fee or charge with

19 respect to the natural gas not delivered pursuant to such

20 election.

21 (c) Subsection (a) shall only apply to natural gas pro-

22 duced in the United States (including the Outer Continental

23 Shelf).

24 (d) This section shall take effect beginning on the 15th

25 day after the date of the enactment of this Act.
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1  FAILURE BY A PIPELINE TO ACQUIRE THE LEAST-COST

2 NATURAL GAS UNDER CONTRACT CONSIDERED AS

3 FRAUD, ABUSE, OR SIMILAR GROUNDS FOR PURPOSES

4 OF FEDERAL ENERGY REGULATORY COMMISSION RE-

5 VIEWING PASSTHROUGH OF COSTS

6 Se c . 4. (a) Except as provided under subsection (c), the

7 purchase by any natural gas pipeline company of any natural

8 gas which is delivered on any day on or after the effective

9 date of this section and before November 1, 1983, at an ex-

10 cessive price shall be considered as fraud, abuse, or similar

11 grounds for purposes of section 601(c)(2) of the Natural Gas

12 Policy Act of 1978 (15 U.S.C. 3431(c)(2)).

13 (b) For purposes of subsection (a), the price of natural

14 gas delivered to any natural gas pipeline company on any day

15 shall be considered excessive if that price exceeds the price of

16 any other natural gas not delivered to such pipeline company

17 on that day but which could have been acquired by such pipe-

18 line company for delivery on that day under any contract to

19 which the pipeline company is a party. Any modification of

20 such contract after December 6, 1982, shall not be taken into

21 account for purposes of the preceding sentence to the extent

22 such modification results in a higher price, lower delivered

23 volume, or earlier termination of such contract than would

24 otherwise occur under the terms of such contract as they

25 were in effect December 6, 1982.
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1 (c) Subsection (a) shall not apply to the acquisition of

2 any natural gas if—

3 (1) such acquisition is determined by the Federal

4 Energy Regulatory Commission to be justified because

5 of field drainage requirements, because of peak-shaving

6 demands of any pipeline, local distribution company, or

7 end-user, or because of similar reasons; and

8 (2) a filing for such exception is included with the

9 first filing made by such company under section 5(a) of

10 this Act.

11 (d) This section shall take effect beginning on the fif-

12 teenth day after the date of the enactment of this Act.

13 MODIFICATION OF COSTS UNDER PURCHASED GAS
14 ADJUSTMENT CLAUSE
15 Sec. 5. (a) Within fifteen days after the date of the en-

16 actment of this Act, and monthly thereafter, each natural gas

17 pipeline company shall file with the Federal Energy Regula-

18 tory Commission—

19 (1) a statement explaining how such pipeline com-

20 pany has used and will use the contract rights availa-

21 ble under section 3, as well as other steps it has taken

22 and proposes to take, to achieve the lowest possible

23 weighted average acquisition cost of natural gas; and

24 (2) a modification of the costs to be recovered by

25 such pipeline under a purchased gas adjustment clause,
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1 if the weighted average acquisition cost of natural gas

2 by such pipeline company is lower by reason of the ex-

3 ercise of the contract rights available under section 3

4 or other steps taken by such pipeline company.

5 (b) Any modification made under subsection (a)(2) shall

6 take effect on and after the date it is filed.

7 (c) The filings made under this section shall specify,

8 with respect to each contract under which the pipeline com-

9 pany can acquire natural gas during the period covered by

10 section 3—

11 (1) the parties to such contract;

12 (2) the volumes subject to such contract;

13 (3) the price or prices for the natural gas subject

14 to such contract; and

15 (4) the point of delivery under such contract.

16 DEFINITIONS
17 Sec. 6. For the purposes of this Act—

18 (1) the term “ natural gas pipeline company”

19 means a natural-gas company, as defined in section

20 2(6) of the Natural Gas Act;

21 (2) the terms “ first sale” , “ deliver” , and “ Outer

22 Continental Shelf”  have the meanings given such

23 terms by the Natural Gas Policy Act of 1978; and
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1 (3) the term “ purchased gas adjustment clause”

2 has the meaning given such term under regulations

3 issued under the Natural Gas Act.

O
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98th CONGRESS 
1ST Se ssio n  H. R . 827

To amend the Natural Gas Policy Act of 1978 to prohibit enforcement of take-or- 
pay clauses in contracts for natural gas.

IN THE HOUSE OF REPRESENTATIVES

J a n u a r y  25, 1983
Mr. L a F a l c e  introduced the following bill; which was referred to the Committee

on Energy and Commerce

A BILL
To amend the Natural Gas Policy Act of 1978 to prohibit 

enforcement of take-or-pay clauses in contracts for natural 
gas.

1 Be it enacted by the Senate and House of

2 tives of the United States of America in Congress assembled,

3 That the Natural Gas Policy Act of 1978 (15 U.S.C. 3301

4 and following) is amended by inserting after section 315 the

5 following new section:

6 “SEC. 316. TAKE-OR-PAY CLAUSES.
7 “ (a) General Rule.— Any take-or-pay clause of any

8 contract which applies to the first sale of natural gas or any

9 subsequent sale of natural gas is hereby declared to be 

10 against public policy and unenforceable.



n

1 “ (b) Take-or-Pay Clause Defined.— As used in

2 this section, the term ‘take-or-pay clause' means any contract

3 provision which requires payment for the minimum quantity

4 of natural gas contracted for under the contract in the event

5 the purchaser fails to take delivery.” .

6 Sec. 2. The table of contents for such Act is amended

7 by inserting after the item relating to section 315 the follow-

8 ing new item:

“Sec. 316. Take-or-pay clauses.

o

2
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98th CONGRESS H .  R .  8 7 3
1st Session 

To provide a temporary means to correct imbalances in the natural gas market in 
order to restrain prices charged to natural gas users.

IN THE HOUSE OF REPRESENTATIVES

January 25, 1983
Mr. Oberstar (for himself, Mr. Edgar, Mr. Horton, Mr. Conte, Mrs. 

Schneider, Mr. W olpe, Mr. W algren, Ms. Mikulski, Ms. Oakar , Mr. 
Harkin, Mr. Seiberling, Mr. Eckart, Mr. Boland, Mr. Bedell, Mr. 
Roth, Mr. W ortley, Mr. Mitchell, Mr. Vento, Mrs. Martin of Illinois, 
Mr. Rinaldo, Mr. Long of Maryland, Mr. McHugh, Mrs. Collins, Mr. 
W inn, Mr. Now ak , Mr. Frank, Mr. Minish, Mr. Applegate, Mr. Leach 
of Iowa, Mr. Kastenmeier, Mr. Bereuter, Mr. Regula, Mr. Gaydos, 
Mr. Ford of Michigan, Mr. Gilman, Mr. Studds, Mr. Stokes, Mr. 
Florio, Mr. Pease, Mr. Sensenbrenner, Mr. Smith of New Jersey, Mr. 
Yatron, Mr. Boehlert, Mr. D’Amours, Mr. Rinaldo, Ms. Kaptur, Mr. 
St Germain, Mr. Clinger, and Mr. W ise) introduced the following bill; 
which was referred to the Committee on Energy and Commerce

A BILL
To provide a temporary means to correct imbalances in the 

natural gas market in order to restrain prices charged to 
natural gas users.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 SHORT TITLE

4 Section 1. This Act may be cited as the “ Temporary

5 Natural Gas Market Correction Act of 1982” .
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FINDINGS AND PURPOSE

Sec. 2. (a) The Congress finds that—

(1) problems of market imbalance threaten the 

natural gas industry;

(2) such problems are likely to result in natural 

gas users being burdened by excessively high prices;

(3) interstate commerce is significantly affected by 

such problems;

(4) an urgent need exists to provide, on a tempo

rary basis, immediate relief from natural gas contract 

provisions which cause those problems; and

(5) adequate information regarding the operation 

of the natural gas market is not available to the Con

gress and the public.

(b) It is the purpose of this Act to reduce the cost of 

natural gas supplies to end users which would otherwise 

occur during the forthcoming year under “ take-or-pay”  and 

other minimum charge contract provisions—

(1) by permitting natural gas pipeline companies 

to adjust volumes of high-price natural gas they would 

otherwise be required to take from producers and other 

suppliers, thereby facilitating new contracts (and re

negotiation of existing contracts) for lower-price natu

ral gas; and
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1 (2) by treating any failure by such pipeline compa-

2 nies to provide to their customers the least-cost natural

3 gas available under contract as if such failure were

4 “ fraud, abuse, or similar grounds” for purposes of the

5 Natural Gas Policy Act of 1978.

6 N A T U R A L  GAS P U R C H A S E  CONTRACTS D E E M E D  TO

7 INCLUDE V O L U M E  A D J U S T M E N T  OPTION

8 Sec . 3. (a)(1) Any contract for the first sale of natural

9 gas shall be deemed to include a volume adjustment option

10 (as defined in subsection (b)) with respect to any natural gas

11 the first sale delivery of which could occur pursuant to such

12 contract at any time after the effective date of this section

13 and before November 1, 1983.

14 (2) Such option shall be in addition to, and not in lieu of,

15 any other provision of such contract; except that such option

16 shall supersede any other provision of such contract to the

17 extent such other provision would prohibit or restrict the op-

18 eration of such option.

19 (b) For purposes of this section, the term “ volume ad-

20 justment option” means a contract provision under which the

21 purchaser may elect to refuse to take delivery under such

22 contract of any volume of natural gas (or portion thereof)

23 without incurring an obligation to pay any fee or charge with

24 respect to the natural gas not delivered pursuant to such

25 election.
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1 (c) Subsection (a) shall only apply to natural gas pro-

2 duced in the United States (including the Outer Continental

3 Shelf).

4 (d) This section shall take effect beginning on the 15th

5 dav after the date of the enactment of this Act.
%/

6 FAILURE BY A  PIPELINE TO ACQUIRE T H E  LEAST-COST

7 N A T U R A L  GAS U N D E R  C O N T R A C T  CONSIDERED AS

8 FRAUD, ABUSE, OR SIMILAR G R O U N D S  FOR PURPOSES

9 OF F E D E R A L  E N E R G Y  R E G U L A T O R Y  COMMISSION RE-

10 VIEWING P A S S T H R O U G H  OF COSTS

11 Se c . 4. (a) Except as provided under subsection (c), the

12 purchase by any natural gas pipeline company of any natural

13 gas which is delivered on any day on or after the effective

14 date of this section and before November 1, 1983, at an ex-

15 cessive price shall be considered as fraud, abuse, or similar

16 grounds for purposes of section 601(c)(2) of the Natural Gas

17 Policy Act of 1978 (15 U.S.C. 3431(c)(2)).

18 (b) For purposes of subsection (a), the price of natural

19 gas delivered to any natural gas pipeline company on any day

20 shall be considered excessive if that price exceeds the price of

21 any other natural gas not delivered to such pipeline company

22 on that day but which could have been acquired by such pipe-

23 line company for delivery on that day under any contract to

24 which the pipeline company is a party. Any modification of

25 such contract after December 6, 1982, shall not be taken into
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1 account for purposes of the preceding sentence to the extent

2 such modification results in a higher price, lower delivered

3 volume, or earlier termination of such contract than would

4 otherwise occur under the terms of such contract as they

5 were in effect December 6, 1982.

6 (c) Subsection (a) shall not apply to the acquisition of

7 any natural gas if—

8 (1) such acquisition is determined by the Federal

9 Energy Regulatory Commission to be justified because

10 of field drainage requirements, because of peak-shaving

11 demands of any pipeline, local distribution company, or

12 end-user, or because of similar reasons; and

13 (2) a filing for such exception is included with the

14 first filing made by such company under section 5(a) of

15 this Act.

16 (d) This section shall take effect beginning on the fif-

17 teenth day after the date of the enactment of this Act.

18 MODIFICATION OF COSTS U N D E R  P U R C H A S E D  GAS

19 A D J U S T M E N T  CLAUSE

20 Sec. 5. (a) Within fifteen days after the date of the en-

21 actment of this Act, and monthly thereafter, each natural gas

22 pipeline company shall file with the Federal Energy Regula-

23 tory Commission—

24 (1) a statement explaining how such pipeline com-

25 pany has used and will use the contract rights availa-
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1 ble under section 3, as well as other steps it has taken

2 and proposes to take, to achieve the lowest possible

3 weighted average acquisition cost of natural gas; and

4 (2) a modification of the costs to be recovered by

5 such pipeline under a purchased gas adjustment clause,

6 if the weighted average acquisition cost of natural gas

7 by such pipeline company is lower by reason of the ex-

8 ercise of the contract rights available under section 3

9 or other steps taken by such pipeline company.

10 (b) Any modification made under subsection (a)(2) shall

11 take effect on and after the date it is filed.

12 (c) The filings made under this section shall specify,

13 with respect to each contract under which the pipeline com-

14 pany can acquire natural gas during the period covered by

15 section 3—

16 (1) the parties to such contract;

17 (2) the volumes subject to such contract;

18 (3) the price or prices for the natural gas subject

19 to such contract; and

20 (4) the point of delivery under such contract.

21 DEFINITIONS

22 Sec. 6. For the purposes of this Act—

23 (1) the term “ natural gas pipeline company”

24 means a natural-gas company, as defined in section

25 2(6) of the Natural Gas Act;
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1 (2) the terms “ first sale” , “ deliver” , and “ Outer

2 Continental Shelf” have the meanings given such

3 terms by the Natural Gas Policy Act of 1978; and

4 (3) the term “ purchased gas adjustment clause”

5 has the meaning given such term under regulations

6 issued under the Natural Gas Act.

O
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98th CONGRESS 
1st Session

To freeze natural gas prices.

IN THE HOUSE OF REPRESENTATIVES
January 25, 1982

Mr. Volkmer introduced the following bill; which was referred to the Committee
on Energy and Commerce

A BILL
To freeze natural gas prices.

1 B e  it enacted b y  the S en a te  a n d  H ouse of

2 lives o f the U n ited  States o f A m erica  in C ongress assem bled,

3 That (a) subtitle A of title I of the Natural Gas Policy Act of

4 1978 is amended by adding at the end thereof the following:

5 “SEC. 111.  PRICE FREEZE ON NATURAL CAS.

6 "(a) P r i c e  F r e e z e .— Notwithstanding any other pro-

7 vision of law, the maximum lawful price applicable to any

8 first sale of any natural gas from January 25, 1983, through

9 January 1, 1985, shall be the maximum lawful price applica-

10 ble to such sale on September 1, 1982.

11 “(b) P r i c e  F r e e z e  o n  N a t u r a l  G a s  N o t  C o v e r e d

12 b y  W e l l h e a d  P r i c e  C o n t r o l s .— Notwithstanding any
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1 other provision of law, the maximum lawful price from Janu-

2 ary 25, 1983, through January 1, 1985, for any first sale of

3 natural gas from a well the surface drilling of which began

4 prior to January 25, 1983, and for which there was no appli-

5 cable maximum lawful price on September 1, 1982, solely by

6 reason of the elimination of price controls pursuant to subtitle

7 B of title 1 of this Act shall be the contract price specified for

8 deliveries of such natural gas on September 1, 1982: Pro-

9 vided, however, That if there was no contract price specified

10 for deliveries of such natural gas on such date, the maximum

11 lawful price shall be the average of the prices paid on Sep-

12 tember 1, 1982, for deliveries of natural gas from the three

13 nearest wells bv surface location for which there similarly

14 was no applicable maximum lawful price on September 1,

15 1982.

16 “ (c) Expiration of Price Freeze.— Following the

17 expiration of the price freeze imposed by this section, the

18 maximum lawful price for any first sale of natural gas on

19 September 1, 1982, shall increase from the September 1,

20 1982, level at the rate specified by this Act for that category

21 of natural gas.” .

22 (b) Extension of Price Controls.— Section 121 of

23 the Act is amended to read as follows: “ January 1, 1985,”

24 becomes “ January 1, 1987,”  and “ July 1, 1987,” becomes

25 “ July 1, 1989,” .
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1 (c) Extension of Standby Authority.— Section

2 122 of the Act is amended to read as follows: “ July 1,

3 1985,”  becomes “ July 1, 1987,”  “ June 30, 1987,”  becomes

4 “ June 30, 1989,” and “ May 31, 1985,” becomes “ May 31,

5 1987,” .

6 (d) Extension of Report Date.— Section 123 of

7 the Act is amended to read as follows: “ July 1, 1984,”  be-

8 comes “ July 1, 1980,”  and “ January 1, 1985,”  becomes

9 “ January 1, 1987,” .

O
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98th CONGRESS 
1ST Session 

To amend the Natural Gas Policy Act of 1978 to define abuse for purposes of 
determining whether passthroughs of amounts paid to interstate pipelines for 
natural gas should be denied, and to deny passthroughs to interstate pipelines 
for actions which are imprudent.

IN THE HOUSE OF REPRESENTATIVES

J a n u a r y  25, 1983
Mr. V o l k m e r  introduced the following bill; which was referred to the Committee

on Energy and Commerce

A BILL
To amend the Natural Gas Policy Act of 1978 to define abuse 

for purposes of determining whether passthroughs of 
amounts paid to interstate pipelines for natural gas should 
be denied, and to deny passthroughs to interstate pipelines 
for actions which are imprudent.

1 Be it enacted by the Senate and House of

2 tives of the United States of America in Congress assembled,

3 That (a) paragraph (2) of section 601(c) of the Natural Gas

4 Policy Act of 1978 (relating to guaranteed passthrough; re-

5 covery of just and reasonable prices paid) is amended by

6 striking out “ or similar grounds.”  at the end thereof and in-

7 serting in lieu thereof “ imprudence or similar grounds.” .
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(b) Section 601 of such Act is amended by inserting at 

the end thereof the following new subsection:

“ (d) A b u s e a n d  Im p r u d e n c e  D e f i n e d.— For pur

poses of subsection (c)—

“ (1) the term ‘abuse’ includes—

(A) take-or-pay clauses which require pay

ment for natural gas not taken,

“ (B) indefinite price escalator clauses 

which—

“ (i) provide for the establishment or ad

justment of the price for natural gas deliv

ered under a contract by reference to other 

prices for natural gas or any other commod

ity,

“ (ii) allow for the establishment or ad

justment of the price of natural gas delivered 

under such contract by negotiation between 

the parties, or

“ (iii) allow prices to be adjusted by ref

erence to any price index which is not ap

proved by the Federal Energy Regulatory 

Commission as reliable for purposes of this 

subparagraph, and

“ (C) the absence of market-out clauses which 

allow a purchaser to escape the contract or nego-
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1 tiate a new lower price if the natural gas is not

2 marketable at the contract price, and

3 “ (2) the term ‘imprudence’ includes any action

4 which—

5 “ (A) is not in the public interest, or

6 “ (B) materially prevents a pipeline from re-

7 sponding to changes in customer demands or

8 other relevant market factors.” .

9 (c) The amendments made by subsections (a) and (b) 

10 shall apply after the date of the enactment of this Act.

O
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98th CONGRESS 
1st Session

To amend the Natural Gas Policy Act to eliminate authority under such Act to 
increase ceiling prices of natural gas higher than the maximum lawful price if 
just and reasonable.

IN THE HOUSE OF REPRESENTATIVES
February 8, 1983

Mr. Skelton introduced the following bill; which was referred to the Committee
on Energy and Commerce

A BILL
To amend the Natural Gas Policy Act to eliminate authority 

under such Act to increase ceiling prices of natural gas 
higher than the maximum lawful price if just and reason
able.

1 Be it enacted by the Senate and House of

2 tives of the United States of America in Congress

3 That (a) section 104(b) of the Natural Gas Policy Act of

4 1978 (15 U.S.C. 3314(b)) is amended to read as follows:

5 “ (b) M a x i m u m  L a w f u l  P r i c e .— The maximum

6 lawful price under this section for any month shall be the

7 higher of—
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1 “ (1)(A) the just and reasonable rate per million

2 Btu’s, established by the Commission which was (or

3 would have been) applicable to the first sale of such

4 natural gas on April 20, 1977, in the case of April

5 1977, and

6 “ (B) in the case of any month thereafter, the

7 maximum lawful price, per million Btu’s, prescribed

8 under this subparagraph for the preceding month multi-

9 plied by the monthly equivalent of the annual inflation

10 adjustment factor applicable for such month, or

11 “ (2) any just and reasonable rate which was es-

12 tablished by the Commission after April 27, 1977, and

13 before the date of the enactment of this Act and which

14 is applicable to such natural gas.” .

15 (b) Section 106 of the Natural Gas Policy Act of 1978

16 (15U .S.C . 3316) is amended by striking out all of subsection

17 (c).

18 (c) Section 109(b) of the Natural Gas Policy Act of

19 1978 (15 U.S.C. 3319(b)) is amended to read as follows:

20 “ (b) M a x i m u m  L a w f u l  P ric e.— The maximum

21 lawful price under this section for any month shall be—

22 “ (1) $1.45 per million Btu’s, in the case of April

23 1977; and

24 “ (2) in the case of any month thereafter, the

25 maximum lawful price, per million Btu’s, prescribed
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1 under this paragraph for the preceding month multi-

2 plied by the monthly equivalent of the annual inflation

3 adjustment factor applicable for such month.” .

O
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98th CONGRESS 
1sT Session 

To amend the Natural Gas Policy Act of 1978 to provide for continuation of price 
controls beyond 1985, to eliminate the monthly indexing of wellhead natural 
gas prices, to allow increases in such prices prior to the expiration of natural 
gas price controls only to the extent justified on the basis of increases in the 
cost of producing natural gas, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

February 10, 1983
Mr. Y oung of Missouri introduced the following bill; which was referred to the 

Committee on Energy and Commerce

A BILL
To amend the Natural Gas Policy Act of 1978 to provide for 

continuation of price controls beyond 1985, to eliminate the 
monthly indexing of wellhead natural gas prices, to allow 
increases in such prices prior to the expiration of natural 
gas price controls only to the extent justified on the basis of 
increases in the cost of producing natural gas, and for other 
purposes.

1 Be it enacted by the Senate and House of

2 tines of the United States of America in Congress assembled,

3 SHOrT TITLE
4 Section 1. This Act may be cited as the “ Natural Gas

5 Fair Pricing Act’ '.
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FINDINGS AND PURPOSE
Sec. 2. (a) The Congress finds that—

(1) natural gas prices paid by all categories of 

users, and particularly by residential and commercial 

consumers, have escalated rapidly since the enactment 

of the Natural Gas Policy Act of 1978, and have in

creased at a rate greater than the Consumer Price 

Index;

(2) continued rising natural gas prices for essential 

residential, commercial, agricultural, and industrial 

uses will impose severe economic dislocations and 

hardships, and will adversely affect commerce;

(3) decontrol of large volumes of natural gas as 

provided in such Act would create a windfall for natu

ral gas producers as a result of an enormous transfer of 

wealth from consumers to producers, unrelated to in

creases in the costs of discovering and producing natu

ral gas;

(4) the free market premises of such Act regard

ing the decontrol of certain categories of natural gas 

have been undermined by the continued control of 

world petroleum prices by an international cartel;

(5) permitting domestic natural gas prices to 

achieve parity with cartel-controlled petroleum prices 

would impede national economic recovery, stimulate in-
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1 flation, and jeopardize the ability of State and local

2 governments to acquire supplies of natural gas neces-

3 sary for vital public services; and

4 (6) higher natural gas prices which have occurred

5 under such Act have proved adequate to stimulate in-

6 creased drilling activity and production of natural gas.

7 (b) It is the purpose of this Act to provide for stability in

8 natural gas markets by maintaining in effect the maximum

9 lawful prices for natural gas established under the Natural

10 Gas Policy Act of 1978, and to authorize the Federal Energy

11 Regulatory Commission to grant cost-based price adjust-

12 ments of such maximum prices.

13 CONTINUATION OF PRICE CONTROLS
14 Se c . 3. (a) Subject to section 6(a) (relating to certain

15 previously decontrolled high-cost natural gas), subtitle B of

16 title I of the Natural Gas Policy Act of 1978 (relating to

17 decontrol of certain natural gas prices) is repealed.

18 (b)(1) The table of contents for such Act is amended by

19 striking out the item relating to subtitle A and the items

20 relating to subtitle B and the sections therein.

21 (2) Title I of such Act is amended by striking out the

22 heading for subtitle A.

23 (3) Section 101(b)(9) of such Act is amended to read as

24 follows:
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1 “ (9) Effect on contract price.— In the case

2 of any price which is established under any contract for

3 the first sale of natural gas and which does not exceed

4 the applicable maximum lawful price under this title,

5 such maximum lawful price shall not supersede or nul-

6 lify the effectiveness of the price established under such

7 contract.” .

8 (4) Section 107(d) of such Act (42 U.S.C. 3317(d)) is

9 amended by striking out “ and the provisions of subtitle B ” .

10 (5) Section 507(a) of such Act (42 U.S.C. 3417(a)) is

11 amended to read as follows:

12 “ (a) Application.— This section applies with respect

13 to any resolution of disapproval relating to incremental pric-

14 ing under section 202(c) or 206(d)(2).” .

15 (6) Section 507(c) of such Act (42 U.S.C. 3417(c)) is

16 amended by striking out “ .— For purposes of”  and all that

17 follows through “ incremental pricing action”  and in-

18 serting in lieu thereof “ of disapproval of incremental

19 pricing action” ; and by striking out “ paragraph” and in-

20 serting in lieu thereof “ subsection” .

21 (7) Section 601(b)(1)(A) of such Act (42 U.S.C.

22 3431(b)(1)(A)) is amended by striking out “ if— ” and all that

23 follows through “ A ct.”  and inserting in lieu thereof “ if such

24 amount does not exceed the applicable maximum lawful price

25 established under title I of this Act.” .

HR 1422 IH



5

1 ELIMINATION OF AUTOMATIC INDEXING
2 Se c . 4. (a)(1) Section 101 of the Natural Gas Policy

3 Act of 1978 (15 U.S.C. 3311) is amended by striking out

4 subsection (a), relating to the inflation adjustment factor.

5 (2) The section heading for such section 101 is amended

6 by striking out “ inflation adjustment; other” .

7 (3) The item in the table of sections relating to section

8 101 is amended by striking out “ Inflation adjustment; other” .

9 (b)(1) Subsection (b) of each of the sections specified in

10 paragraph (2) is amended to read as follows:

11 “ (b) Maximum Lawful Price.— Subject to section

12 101(a)(1), the maximum lawful price, per million Btu’s, under

13 this section for any month beginning on or after the effective

14 date of the Natural Gas Fair Pricing Act shall be the maxi-

15 mum lawful price, per million Btu’s, prescribed under this

16 subsection for the preceding month.” .

17 (2) The sections specified in this paragraph are—

18 (A) section 102 of such Act (15 U.S.C. 3312), re-

19 lating to new natural gas and certain other natural

20 gas;

21 (B) section 103 of such Act (15 U.S.C. 3313), re-

22 lating to new, onshore production wells and post-1984

23 production from wells five thousand feet or less in

24 depth;

HR 1422 1H



6

1 (C) section 104 of such Act (15 U.S.C. 3314), re-

2 lating to natural gas dedicated to interstate commerce;

3 (D) section 105 of such Act (15 U.S.C. 3315), re-

4 lating to natural gas sold under existing intrastate con-

5 tracts; and

6 (E) section 109 of such Act (15 U.S.C. 3319), re-

7 lating to other categories of natural gas.

8 (c) Section 106(a) of such Act (15 U.S.C. 3316(a)), re-

9 lating to sales under interstate rollover contracts, is amended

10 by striking out “ shall be the higher of— ”  and all that follows

11 and inserting in lieu thereof the following: “ shall, subject to

12 section 101(a)(1), be the maximum lawful price, per million

13 Btu's, prescribed under this subsection for such natural gas

14 for the month preceding the effective date of the Natural Gas

15 Fair Pricing A ct.".

16 (d) Section 106(b) of such Act (15 U.S.C. 3316(b)), re-

17 lating to sales under intrastate rollover contracts, is amended

18 to read as follows:

19 “ (b) Intrastate Rollover Contracts.— In the

20 case of any first sale under any rollover contract of natural

21 gas which was not committed or dedicated to interstate com-

22 merce on the day before the date of the enactment of this

23 Act, the maximum lawful price under this subsection for such

24 natural gas delivered during any month shall, subject to sec-

25 tion 101(a)(1), be the maximum lawful price, per million
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1 Btu’s, prescribed under this subsection for such natural gas

2 for the month preceding the effective date of the Natural Gas

3 Fair Pricing Act. " .

4 (e) Section 107(b) of such Act (15 U.S.C. 3317(b)), re-

5 lating to certain high-cost natural gas, is amended to read as

6 follows:

7 “ (b) Categories of High-Cost Natural Gas De-

8 scribed in Section 107(c)(5).— In the case of any first sale

9 of any category of high-cost natural gas described in section

10 107(c)(5), the maximum lawful price under this subsection for

11 such natural gas delivered during any month shall, subject to

12 section 101(a)(1), be the maximum lawful price, per million

13 Btu’s, prescribed under this subsection for such category of

14 natural gas for the month preceding the effective date of the

15 Natural Gas Fair Pricing Act.” .

16 (9 Section 108(a) of such Act (15 U.S.C. 3318(a)), re-

17 lating to stripper well natural gas, is amended to read as

18 follows:

19 “ (a) General Rule.— In the case of any first sale of

20 stripper well natural gas, subject to section 101(a)(1), the

21 maximum lawful price, per million Btu’s, under this section

22 for any month beginning on or after the effective date of the

23 Natural Gas Fair Pricing Act shall be the maximum lawful

24 price, per million Btu's, prescribed under this section for the

25 preceding month.” .
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1 COMMISSION MAY PERMIT JUST AND REASONABLE
2 INCREASES TO CEILING PRICES
3 Se c . 5. (a) Section 101 of the Natural Gas Policy Act of

4 1978 (15 U.S.C. 3311), as amended by section 3, is further

5 amended by inserting before subsection (b) the following new

6 subsection:

7 “ (a) Just and Reasonable Increases to Ceiling

8 Prices Permitted.—

9 “ (1) General rule.— The Commission may, by

10 rule, prescribe an increase to the maximum lawful

11 price applicable to any category of natural gas under

12 this subtitle if the Commission determines in such rule

13 that such increase is just and reasonable within the

14 meaning of the Natural Gas Act (except as provided in

15 paragraph (3)(C)) and is based upon increases which

16 have occurred in the costs of production for the catego-

17 ry of natural gas involved.

18 “ (2) New high-cost natural gas described

19 in section 107(c)(1)—(4).— The Commission shall, by

20 rule, prescribe a maximum lawful price to be applicable

21 under section 107(a) for each category of high-cost nat-

22 ural gas described in section 107(c) (1), (2), (3), or (4).

23 Such maximum lawful price shall be just and reason-

24 able within the meaning of the Natural Gas Act

25 (except as provided in paragraph (3)(C)) and be based
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1 upon the costs of production which have occurred for 

the category of natural gas involved.

“ (3) Standards for prescribing in

creases.—

“ (A) Procedure.— Not later than 6 months 

after the effective date of the Natural Gas Fair 

Pricing Act, the Commission shall prescribe a rule 

setting forth the standards which shall apply in 

prescribing price increases under paragraph (1) 

and ceiling prices under paragraph (2). During 

such period, the Commission shall issue a pro

posed rule and provide an opportunity of at least 

60 days for written and oral comments on such 

proposed rule. A transcript shall be made of any 

oral presentation.

“ (B) Effective date.— The rule pre

scribed under subparagraph (A) may not take 

effect until after 30 calendar days of continuous 

session of Congress has elapsed after the date the 

rule is prescribed. Section 507(b) shall apply in 

determining the calendar days of continuous ses

sion.

“ (C) Criteria for standards.— The 

standards under the rule prescribed under this 

paragraph—
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“ (i) shall identify the particular items 

which will be used for determining costs of 

production, and

“ (ii) shall not permit the consideration 

of the cost of any fuel or commodity other 

than the fuels and commodities actually used 

in producing the natural gas involved.

“ (4) Special adjustments not permitted.—

Section 502(c) shall not apply to any rule under this

subsection.” .

(b) Section 106 of such Act (15 U.S.C. 3316) is amend

ed by striking out subsection (c), relating to certain increases 

in ceiling prices.

HIGH-COST NATURAL GAS
Se c . 6. (a) The repeal of section 121(b) of the Natural 

Gas Policy Act of 1978 made by section 3(a) of this Act shall 

not apply in the case of natural gas produced from a well the 

surface drilling of which commenced on or before the date of 

the enactment of this Act.

(b) Section 107(a) of such Act (15 U.S.C. 3317(a)), re

lating to certain high-cost natural gas, is amended to read as 

follows:

“ (a) Categories of High-Cost Natural Gas De

scribed in Section 107(c) (1), (2), (3), or (4).— In the case 

of any category of high-cost natural gas described in section
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1 107(c) (1), (2), (3), or (4), and produced from a well the sur-

2 face drilling of which commenced after the date of the enact-

3 ment of the Natural Gas Fair Pricing Act, the maximum

4 lawful price under this subsection for any first sale of such

5 natural gas delivered during any month shall be, subject to

6 section 101(a)(1), the maximum lawful price, per million

7 Btu’s, prescribed under section 101(a)(2) for such category of

8 natural gas.” .

9 (c) Section 107(c)(5) of such Act (15 U.S.C. 3317(c)),

10 relating to determinations of additional categories of high-

11 cost natural gas, is amended by inserting “ , prior to the date

12 of the enactment of the Natural Gas Fair Pricing Act,”  after

13 ‘ ‘the Commission determines” .

14 PRODUCTION-BELATED COSTS PERMITTED ON CASE-BY-

15 CASE BASIS

16 Se c . 7. Section 110(a)(2) of such Act (15 U.S.C.

17 3320(a)(2)), relating to adjustment to ceiling price for produc-

18 tion-related costs, is amended by inserting after “ allowed for,

19 by rule or order, by the Commission”  the following: “ pursu-

20 ant to a petition filed with the Commission by such seller” .

21 EFFECTIVE DATE

22 Se c . 8. (a) The amendments made by this Act shall take

23 effect as of the first day of the first calendar month beginning

24 more than thirty days after the date of the enactment of this

25 Act.

HR 1422 IH
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1 (b) Such amendments shall apply with respect to any

2 first sale (within the meaning of the Natural Gas Policy Act

3 of 1978) of natural gas delivered on or after the effective date

4 under subsection (a), without regard to the date of the sale or

5 the date of the contract under which the sale occurs.

O
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