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l. INTRODUCTION

A.

Despite efforts by Congress in 1978 to end the debate
over natural gas pricing, the current federal scheme
for regulating wellhead prices has been largely a
failure. The Natural Gas Policy Act of 1978 ("NGPA")
and the implementing regulations promulgated by the
Federal Energy Regulatory Commission ("FERC" or
"Commission") have not been able to maintain a fair,
equitable and stable pricing structure in what is a
tumultuous natural gas market.

While general agreement exists that the country's
current natural gas policy requires change, there is
widespread disagreement over what should be changed and
how and when change should occur. Some sides to the
dispute favor the status quo; others advocate a total
and immediate end to all federal pricing controls;
others support a middle ground, and still others cry
for more controls. Such disparity creates confusion,
and sometimes chaos in the marketplace.
Unfortunately, the future is highly uncertain. About

the only thing we do know for sure is that, in the near
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term, the demand for gas will continue to be soft.

Less demand, coupled with a complex regulatory pricing
mechanism, creates havoc among existing and potential
parties to gas purchase contracts.

This paper will consider the legislative options which
may be available to solve the difficult problems
connected with the gas pricing controversy. Because of
the disarray of the gas market and legislative and
administrative politics, choosing the right option or
even predicting the final outcome is no easy task. My
paper concludes with an assessment, as the situation
exists at the end of February, of what the future holds

for the natural gas production and distribution

industry.

Il.  THE NGPA: CURRENT REGULATORY STRUCTURE

A.

The NGPA was designhed to allow the price of natural gas
to increase gradually to a market clearing level over a
six-year period beginning in 1978. The market level
was anticipated to be roughly equivalent, on a Btu
basis, to the price of oil. This gradual approach was
designed to avoid sudden and substantial price
increases which many believed would occur upon imme-
diate decontrol.

The NGPA pricing system is flawed, however, because the
increases contained in the NGPA are, for the most part,

insufficient to reach market clearing levels. On the
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other hand, some of the NGPA ceiling prices, such as
NGPA Section 107 tight sand prices, may exceed the
current market clearing prices in some instances. I f
partial deregulation occurs in 1985, as is currently
the plan, some of the artifically suppressed, below-
market prices may shoot up dramatically to the market
price due to the operation of escalation provisions in
gas purchase contracts. This phenomenon has been
dubbed the "price spike" and is the precise situation
the Congress sought to avoid by enacting the NGPA.
Elimination of Price Controls: Price controls for
certain categories of natural gas have been or will be
deregulated entirely in accordance with NGPA Section
121.
Schedule of Deregulation Dates and Categories Under
NGPA.
1. Effective on November 1, 1979, which was the date
of the first incremental pricing rule required by
NGPA Section 201(a):

a. deep-drilling gas [NGPA Section 107(c)()];

b. geopressurized brine gas [NGPA Section
107(c)O1;

C. coal seam gas [NGPA Section 107(c)()]; and

d. Devonian shale gas [NGPA Section 107(c)()].

B-3



Effective January 1, 1985:

a.

new Outer Continental Shelf ("OSC") gas [NGPA
Section 102);

new onshore well gas: "2.5 mile" rule [NGPA
Section 102];

new onshore well gas: 71,000 feet deeper”
rule [NGPA Section 102];

new onshore reservoir gas [NGPA Section 103];
new onshore production well gas not committed
or dedicated on April 20, 1977, and produced
from completion location of more than 5,000
feet deep;

existing intrastate contract gas (and succes-
sors to existing contracts) where contract
price exceeds $1.00 per million Btu as of
December 31, 1984, other than by operation of
indefinite price escalation clause [NGPA
Section 105];

intrastate rollover contract gas where con-
tract price exceeds $1.00 per million Btu as
of December 31, 1984, other than by operation
of indefinite price escalator clause [NGPA

Section 106(b)];
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3. Effective July, 1987:
New onshore production well gas not committed or
dedicated on April 20, 1977 and produced from
completion location of 5,000 feet deep or less.
Categories of natural gas which remain regulated
indefinitely for pricing purposes:
1. new OCS reservoirs on old leases [NGPA Section |];
2. gas from wells spudded on or after January 1,

1975, and before February 9, 1977 [NGPA Section

104] ;
3. 1973-1974 biennium gas [NGPA Section 104];
4. gas from wells spudded prior to January 1, 1973

[NGPA Section 104];

5. special relief/optional procedure gas established
after April 20, 1977, and before enactment;

6. gas sold under existing contracts, successors to
existing contracts and rollover contracts where
contract price on December 31, 1984, is $1.00 per

MMBtu or less [NGPA Section 105];

7. other high-cost gas [NGPA Section 407(c)(5)];
8. stripper well gas [NGPA Section 108];
9. other new wells not qualifying for a higher price;

10. NGPA Section 109(a)(2) gas;
11. "behind-the-pipe" and "withheld" gas [NGPA Section
109(a)(3)1;

12. Prudhoe Bay Unit gas [NGPA Section ];
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F.

13.

all other categories of gas not specifically

deregulated.

Reimposition of Price Controls

1.

Congress has retained standby price control
authority under NGPA Section 122, which permits
the reimposition of price controls for first sales
of natural gas which are subject to Section 121(a)
and are delivered after the effective date of the
reimposition.

The price controls reimposed are to remain in
effect for a single eighteen-month period, and
they may not become effective before July 1, 1985,

or after June 30, 1987.

11, "ADMINISTRATIVE" DECONTROL

A.

B.

Unfortunate Misnomer — courtesy of FERC officials.

NGPA Section 104(b)(2) — Ceiling prices may be

increased if "just and reasonable.”

NGPA Section 106(c) — Ceiling prices may be increased

i f

"just and reasonable.”

NGPA Section 107(c)(5) — Incentive pricing for gas

produced under "extraordinary risks or costs."”

1.

2.

Tight formation gas.
Certain OCS gas.
Production enhancement gas.

"Near deep" gas.
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NGPA Section 109(b)(2) — Ceiling prices may be
increased if "just and reasonable.”

NGPA Section 110 — Production-related costs

1. Compression;

2. Gathering;

3. Treating;

4. Liquefying; and

5. Transporting

NGPA Section 502(c) -- Special hardship, inequity, or

unfair distribution of burdens.
"Recontrol”
1. NGPA Section 601(c) — Pipeline passthrough and

fraud and abuse standards.

2. Proposed "split cap" on tight sands incentive
prices — limitation on incentive prices for high-
cost gas to commodities values. Docket No. RM82-
32.

Political and Consumer Pressures

1. FERC Chairman C. M. Butler 11l has asked the
President to appoint a special commission to deal
with gas pricing problems.

2. Consumer groups' opposition to decontrol is well
organized, while industry has not presented a
united front.

3. In recent Congressional testimony, Chairman Butler

said, "The current problems of the gas industry
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and its customers are real, and they are getting
worse."

Butler predicted that additional consequences of
the NGPA, as it now exists, will be felt before

the end of 1983, including:

a. unjustifiably high prices paid for gas in the
field;
b. unnecessary increases in pipelines' rates as

more of their fixed costs are shifted to
remaining loads;

c. mushrooming litigation over distributors'
increasingly frequent failures to honor
minimum bills set by pipelines, and pipe-
lines' failure to honor the take-or-pay pro-
visions in their contracts with producers.

The Commission has only limited authority to avert

these dangers. Butler noted that FERC, under the

NGPA, has become ". . .principally a regulator of

pipelines. Pipeline costs have been increasing

rapidly, and the staff of the Commission is
actively exploring the reasons for this

increase. But the largest part of the responsi-

bility for higher burner-tip prices rests on cost

of the gas itself, and over that cost the Act has

left us little direct authority."”
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Butler said FERC has approved a notice of proposed
rulemaking to reconsider the incentive prices FERC
has established under NGPA Section 107(c)(5).
Issuance of the proposal for a floating cap on
incentive prices "effectively exhausted our direct
authority to lower wellhead prices.” "We cannot
take comparable action under Sections 104, 106, or
109 because those sections explicitly limit us to
raising the established maximum lawful price,"”
Butler said. Even more important, "if we are
correct in believing that the maximum lawful price
under Section 102 exceeds present market-clearing
levels at the wellhead, we are clearly unable to
reduce it below that statute determined ceiling."
FERC is trying to affect wellhead prices
indirectly by placing more of the risk of market-
ability on the pipelines.

Under present regulation, "many pipeline companies
may have only a modest incentive to try to retain
industrial boiler fuel markets where No. 6
residual fuel oil may be burned as an alternative
fuel.” This is because a pipeline experiencing
loss of its industrial markets may file for
increased rates based on the lower sales volumne,
permitting the pipeline to recover all of its

fixed costs, including its allowed rate of return.
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9. Because "novel administrative actions" are too
slow and because pipelines and producers are
unable to renegotiate their contracts, "the prin-
cipal responsibility for solving these complex
[pricing] problems rests with Congress,” Butler

said.

V. EXECUTIVE ACTION
A. Despite a 1980 campaign promise to decontrol natural
gas prices, President Reagan has been reluctant to take
any action in that direction.
1. After lengthy internal consideration of options,
the White House in March 1982, announced that no

Administration plan would be sent to Congress in

1982.
2. The verdict is still out for 1983.
B. The Cabinet Council on Natural Gas Resources and

Environment earlier this year presented several
recommendations to the Reagan Administration.
1. Immediate Total Decontrol Option:

a. Would occur on the effective date of

decontrol legislation; or on

b. Some near-term date certain.

2. Modified Immediate Decontrol Option:
a. Would occur on some near-term date certain;
b. Would involve some contract renegotiation or

adjustments.



Phased Decontrol
a. Would set up a price phase-out by 1935;
b. Price would be pegged to 70 percent of
refiner acquisition cost by January 1, 1985.
Continue under NGPA.
Summary Of Options' Policy and Political Pros and
Cons
a. Immediate total decontrol
i. Advantages:
(D Provides greatest efficiency bene-
fits by allowing all gas to reach a
market clearing price immediately.
(2) Permits greatest flexibility in
prices, both up and down.
(3) Permits legislators to disclaim
responsibility for any particular
"target" price.
(4) Provides greatest flexibility for
new market arrangements.
(5) Provides earliest dismantling of
regulatory apparatus.
(6) The most unsettling aspect of
decontrol would be concluded before
the highly charged 1984 election

season.
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Disadvantages:

(1) Violates legitimate contracts and
expectations of large numbers of
businesses.

(2) Provides no protection against
fears of unlimited price increases.

(3) Could be politically difficult to
sell.

(4) Requires effective restructuring of
natural gas industry under very
short time deadline.

(5) Could be argued to jeopardize
security supply necessary for ser-
vice of long-term public utility
obligations.

(6) Creates renewed claims by other
industries (e.g., timber) for con-
tract "adjustments.”

Modified Immediate Decontrol

i. Advantages:

(1) Almost the same as Immediate Total
Decontrol.

(2) Does not interfere as much with
legitimate contracts entered into

by private parties.
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(3)

Minimizes the overshooting or
undershooting of prices that could

occur from phased decontrol,

. Disadvantages

(1)

(2)

The modified contracts approach may
be difficult to implement and con-
templates government intervention.
Would also be politically difficult

to sell.

Phased Option: Phased decontrol through

1985, with moderate amendments to ease

contractual problems.

i Advantages:

(1)

(2)

(3)

(4)

Makes incremental movement from
existing regulatory situation to
general decontrol.

Works in policy framework with
which Congress is familiar.
Provides a predictable framework
for future developments in natural
gas industry, both production and
consumption.

Should cause relatively minor price
impact beyond that which would

occur anyway.



. Disadvantages:

(D) More likely to become mired in
Congressional changes and horse
trading.

(2) Still creates some additional
government intervention by modifi-
cation of existing contracts in
violation of expectations.

(3) Sufficiently complex that true
adjustment will not begin in the
natural gas industry until after
1985.

d. Continue NGPA
I. Advantages:

(1) Avoids an immediate political
fight.

(2) Current situation is perceived as
not too bad, as price gap between
oil and gas has diminished.

(3) Avoids the possibility of Adminis-

tration initiatives leading to an
ultimate bill worse than the
present situation which the
President would have to decide

whether to veto.



Disadvantages:

(D) Hurts consumers by leading to
increased prices and decreased
supply over the long run.

(2) Leaves initiative in hands of pro-
ponents of controls, who will con-
tinue to press for further restric-
tions on gas prices.

(3) Prevents most effective and effi-
cient production and use of natural
gas, thus exacerbating energy
problems.

C. The Hodel Initiative
1. Energy Secretary Donald P. Hodel begins Congres-

sional consultations on natural gas decontrol

legislation.
2. The Hodel Gas Price Plan

a. Between now and January 1, 1985, contracts
for natural gas may be renegotiated.

b. After January 1, 1985, if contract has not
been renegotiated prior to that time, either
party may opt out and the gas supplier would
have the right to contract carriage on a
pipeline if there was room on that system —

somewhat similar to common carriage.
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Between now and January 1, 1986, any increase
in price in excess of inflation would be
subject to FERC approval.

Take-or-pay provisions in contracts would be
kept at 70 percent if contract had not been
renegotiated.

At date of enactment new contracts will be
decontrolled without cap [on prices].

After date of enactment, any contracts that

are renegotiated are decontrolled without

cap.
Gas cap = average of all new and renegotiated
contracts. Date cap expires will be either

January 1, 1985, or January 1, 1986.

After date of enactment NGPA Sections 102,
103, 105 and 108 existing contracts receive
NGPA price or gas cap, whichever is lower.
After date of enactment NGPA Sections 104,
106 and 109 stay as scheduled under NGPA
price until renegotiated.

All gas is decontrolled from Natural Gas Act
and NGPA as of January 1, 1985, or as renego-
tiated earlier.

NGPA Section 107 gas with price above gas cap

is frozen until cap rises to that point.



After January 1, 1985, in any contract not

renegotiated, purchaser or seller can market-

out.
Will allow purchaser an option to reduce
take-or-pay to 70 percent. If purchaser

exercises option, then seller has market-out
option on total contract. Buyer must
transport with the "just and reasonable plus
5 cents." Take-or-pay option expires January
1, 1986.

No pipeline can take gas from any pipeline
production or affiliate's production at rate
higher than its lowest rate of take from less
expensive gas.

FERC, on application, can require a pipeline
with capacity to carry gas under a contract
between producer and another purchaser.

"Just and reasonable plus 5 cents" prevails.”
Through January 1, 1986, no pipeline pur-
chased gas average can receive automatic
passthrough of prices higher than the last

preenactment purchased gas average plus

inflation.
Latest gas cap will be federal approved
rates.



r. All buyers will have equal access to off-
shore and interstate gas.

S. Repeal Fuel Use Act and incremental pricing.

D. The General Accounting Office ("GAO”) Adds to The

Confusion.

1.

In a report on natural gas price decontrol
released February 10, 1983, the GAO said staying
with the NGPA will provide a "smoother path to
decontrol” and will result in slightly lower
prices throughout the 1980s than removing all
controls from gas in 1983.

According to the report, total decontrol in 1983
would mean somewhat higher prices in 1983 and
1984, but it added that the total increase through
1985 would be comparable to what would happen
under the Act.

The report predicted that the increase in prices
in real terms under the NGPA will be 83 percent
through 1985.

Under decontrol in 1983, the increase would be 42
percent.

Yet, the report also said that either option would
be better in terms of price and supply than any of
three other alternatives.

The report, "An Analysis of Natural Gas Pricing

Policy Alternatives,” was requested by former Rep.



10.

Toby Moffett (D-Conn.), then-chairman of the House
Government Operations Environment, Energy, and
Natural Resources Subcommittee.

Five alternatives were analyzed:

a. Making no change in the NGPA;

b. Extending the price controls of the NGPA
through 1990;

C. Amending the NGPA to permit the Commission to
raise prices of gas found at depths of 10,000
to 15,000 feet and of old gas;

d. Phasing price decontrol by increasing gas
prices to 70 percent of crude oil prices
with total decontrol of wellhead prices in
1985; and

e. Decontrolling all wellhead prices in 1983.

No alternative emerged as "clearly superior,” but

the best results with the fewest disadvantages

would be obtained either by letting the Act run

its course or by decontrolling all gas in 1983,

GAO concluded.

The remaining three alternatives — extending

controls, amending the Act, or phasing up to total

decontrol in 1985 — vyielded less favorable
results.

Extending controls could create natural gas

shortages in 1985 and thereafter.
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11. The other two least-favored alternatives set
ceiling prices higher than necessary to clear the
market and have few compensatory benefits.

12. Between 1982 and 1985, natural gas production and
consumption under the NGPA would be within two
percent of that under price decontrol in 1983, the
report said. Under the Act, prices in 1983 would
be 6 percent lower than under total decontrol.
Prices during 1984 would be 5 percent lower. With
partial decontrol under the NGPA in 1985, prices
would increase 13 percent, the report said, com-
pared with the jump in 1983 of 18 percent if all

gas were decontrolled.

V. CONGRESSIONAL INITIATIVES

A.

The House - Rep. John Dingell (D-Mich.), Chairman of
House Energy and Commerce Committee, and Rep. Philip R.
Sharp (D-Ind.), Chairman of Fossil and Synthetic Fuels
Subcommittee, say "Stay the Course."

The Senate - Sen. James McClure (R-1d.), Chairman of
Senate Energy and Natural Resources Committee: "The
Referee" says "Wait and see what the President does."”
Congressional Budget Office says decontrol will not
affect federal budget deficit.

1. No impact is predicted over four year period from

1984-1987.
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CBO explained that changes in natural gas

pricing policy would generate economic con-

sequences with conflicting pressures on the

federal budget.

(1)

(i)

(iii)

(iv)

(v)

On the one hand, higher natural gas
prices would result immediately in
increased corporate taxes from the gas
industry and higher royalty payments
from gas produced on federal lands.

On the other hand, these revenue gains
might be offset by macroeconomic adjust
ments to higher prices.

To the extent that the adjustment to
higher gas prices resulted in a
temporary reduction in economic growth
and employment, taxes paid elsewhere in
the economy could decline, and expendi-
tures for federal transfer payment pro-
grams could increase.

If gas decontrol raised the rate of
inflation, expenditures on indexed pay-
ment programs (such as Social Security)
would also rise.

Expenditures for discretionary programs
would either have to be increased or a

lower real level of services accepted.



b. Natural gas decontrol could result in
economic gains, as a less-constrained gas
market allowed firms and consumers to use
energy more efficiently.

The CBO report assessed the macroeconomic and

budgetary effects of three gas pricing policy

options:

a. complete decontrol of all wellhead natural
gas prices on January 1, 1984;

b. advancing the partial decontrol schedule
provided in the NGPA by one year, from
January 1, 1985, to January 1, 1984; and

c. administrative decontrol, with prices for
flowing gas under NGPA Sections 104, 106 and
109 increased to the NGPA Section 103 level
on January 1, 1983.

CBO assumed that oil prices would rise from

$34/bbl in 1983 to about $39/bbl. in 1985 (in

nominal dollars) and increase at an assumed 7

percent annual rate of inflation thereafter, that

discretionary federal spending would increase in
response to inflation, and that there would be

complete accommodation in monetary policy (i.e.,

the supply of money would be allowed to increase

by the amount that natural gas bills rise).



The CBO report determined that, compared with the
NGPA status quo base case, complete wellhead price
decontrol on January 1, 1984, would lower gross
domestic production by 0.3 percent in that year,
raise inflation by 1.1 percent, and reduce the
fiscal year 1984 budget deficit by $3.6 billion.
Since inflation could be expected to subside and
output to increase beyond 1985, resulting in only
a slight reduction in the federal deficit over the
levels that would have occurred under NGPA, the
report estimated a cumulative reduction of only $5
billion in the federal deficit from complete
decontrol over the years 1984-1987.

Assuming acceleration of new gas decontrol to
January 1, 1984, the CBO analysis estimated a $1.!
billion reduction in the fiscal year 1984 budget
deficit — the net effect of a $2.2 billion
increase in federal revenues and royalties offset
by $1.1 billion in higher federal expenditures on
both non-discretionary and discretionary spending
programs. Over fiscal years 1984-1987, however,
the cumulative net budget effect of this option
was projected to be insignificant, amounting to a

deficit increase of $0.2 billion.
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D. House Republican Task Force Recommends Accelerated,

Total

1.

Decontrol of Natural Gas Prices.

On January 18, 1983 a House Republican Task Force
on Congressional and Regulatory Reform, headed by
Rep. Jerry Lewis (R-Ca.), issued a report
recommending that Congress "clear the decks of all
federal regulation over the wellhead price of
natural gas."

The Task Force said the NGPA had widely distorted
markets and prices because of increasing dispari-
ties between "old" and "new" gas, along v/ith
incentives to drill high-cost deep gas commanding
deregulated prices well above market levels. As a
result, industrial demand has fallen, and residen-
tial prices have risen. Residential prices have
also been affected by pipelines' long-term con-
tractual commitments to buy minimum quantities
from producers.

Consumers can be expected to experience an
increase in gas prices within the next few years
whether the NGPA is allowed to run its course or
is modified before 1985.

An argument can be made that immediate removal of
all controls would precipitate a decline in the
price for natural gas. Because "aberrations in

the current law" have forced much lower-priced gas
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to be shut in, "additional supplies of relatively
lower-cost domestic gas flowing once prices are
decontrolled should apply downward pressure on gas
prices in the long run.

The Task Force warned against "quick-fix" solu-
tions to stem price rises. Actions proposed in
the 97th Congress, for example, included freezing
natural gas prices for up to two years and
abrogating long-term contracts with take-or-pay
provisions.

But freezing gas prices would lock-in most of the
expensive gas contracts which are just beginning
to be renegotiated downward. At the same time,
the Task Force stressed that Congressional
adherence to the status quo would not help
consumers.

"Permitting NGPA to run its course could create
any number of uncertain and unpleasant results:
Either the price will be higher than consumers
would be willing to pay in a free market, or the
price will be too low. . .and a shortage will be
on the horizon."

Totally deregulating all wellhead gas prices
earlier than 1985, when demand growth is not

present, avoids the price shock that would occur
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under NGPA in 1985. It also would bring all gas
prices into balance with alternative fuel prices.
9. Complete decontrol would reduce the regulatory
advantage interstate pipelines would have over
other pipelines for obtaining more expensive,
newly discovered gas, through the industry prac-
tice of averaging all gas costs into a single
price.
Principal Legislative Proposals Involving
Decontrol/Recontrol.
1. House
a. H.R. 4 would amend the NGPA by restraining
natural gas price increases through facili-
tating price responsiveness during periods
when supplies exceed demand. Sponsor: Rep.
Robert H. Michel (R.-111.).
H.Con.Res. 29. Expressing the sense of the
Congress on natural gas prices. Sponsor:
Rep. Cardiss Collins (D .-111.).
H.Res. 38. Expressing the sense of the House
with respect to the acceleration of wellhead
natural gas prices. Sponsor: Rep. Joseph M
Gaydos (D .-Pa.).
H.J .Res. 58. Requiring the Federal Energy
Regulatory Commission to commence a rule-

making relating to natural gas pipeline rate
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designs, and to report its findings, conclu-
sion, and recommendations to the Energy &
Commerce Committee. Sponsor: Rep. Julian C.
Dixon (D.-Ca.).

H.R. 131. To remove artifical impediments on
the use of natural gas and to provide incen-
tives for increased natural gas production.
Sponsor: Rep. Phil Gramm (R.-Tex.).

H.R. 232. To prohibit increases in the well-
head prices of natural gas during the six
month period beginning January 1, 1983.
Sponsor: Rep. Henry J. Nowak (D.-N.Y.).

H.R. 482. To ensure that rates charged by
natural gas companies are market-sensitive.
Sponsor: Rep. Beverly B. Byron (D.-Md.).
H.R. 583. To amend the NGPA to impose a
moratorium on price increases. Sponsor:

Rep. Dan Glickman (D.-Ks.).

H.R. 619. To amend the NGPA to impose a
freeze on natural gas price increases.
Sponsor: Rep. Robert W Kastenmeier (D.-
Wis.).

H.R. 705. To clarify the definition of abuse
for purposes of disqualifying certain cost

passthroughs to distributors and consumers of

B-27



natural gas. Sponsor: Rep. Thomas S. Tauke
(R.-lowa).

i
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. Sponsor: Rep. Joseph WM
Gaydos (D .-Pa.).
H.R. 827. To amend the NGPA to prohibit
enforcement of take-or-pay clauses in con-
tracts for natural gas. Sponsor: Rep. John
J. LaFalce (D.-N.Y.).
H.R. 873. To provide a temporary means to
correct imbalances in the natural gas market
in order to restrain prices charged to
natural gas users. Sponsor: Rep. James L.
Oberstar (D.-Minn.).
H.R. 909. To freeze natural gas prices.
Sponsor: Rep. Harold L. Volkmer (D.-Mo.).
H.R. 910. To amend the NGPA to define abuse
for purposes of determining whether pass-
throughs of amounts paid to interstate pipe-
lines for natural gas should be denied, and
to deny passthroughs to interstate pipelines
for actions which are imprudent. Sponsor:

Rep. Harold L. Volker (D.-Mo.).
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H.R. 1359. To amend NGPA to eliminate
authority to increase ceiling prices of
natural gas higher than the maximum lawful
price if just and reasonable. Sponsor: Rep.
Ike. Skelton (D.-Mo.).

H.R. 1422. To amend NGPA to provide for
continuation of price controls beyond 1985,
to eliminate the monthly indexing of wellhead
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. Sponsor: Rep. Robert A. Young

(D.-Mo.).

2. Senate

a.

S. 60. To freeze the maximum lawful price of
gas at its actual level until January 1,
1985. Sponsor: Sen. Nancy Kassebaum (R.-
Kansas).

S. 239. To clarify the definition of abuse
in the NGPA. Sponsors: Sen. Roger W Jepsen
(R.-lowa) and Sen. Charles Grassley (R.-
lowa).

S. 291. To amend the NGPA to prohibit take-
or-pay clauses. Sponsor: Sen. John C.

Danforth (R.-Mo.).
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S. 293. To amend the NGPA to prohibit
increases in the wellhead prices of natural
gas. Sponsor: Sen. Thomas Eagleton (D.-

Mo. ).

V1. OTHER CONSIDERATIONS

A.

B.

Windfall Profit Tax?

Contract Sanctity and Market Conditions

1. Renegotiation.

2. Indefinite Price Escalation.
3. Market-out.

4, Take or Pay.

5. Price Freeze.

United States Supreme Court decision in Energy Reserves
Group, Inc, v. Kansas Power & Light Co., 51 U.S.C.W.
4106 (U.S. Jan. 24, 1983) (No. 81-1370).

1. Kansas Natural Gas Price Protection Act upheld.

2. Will the states create a patchwork regulatory

pricing structure and new headaches?

VIlI. CONCLUSION

A.

B.

Surgical approach will not work.
Comprehensive changes are needed.
Given the depressed market, now may be the best time

for immediate, total decontrol.
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98th CONGRESS
1sT SEssION S 6 O
| |

To amend the Natural Gas Policy Act of 1978, and far other purposss.

IN THE SENATE OF THE UNITED STATES

January 26 (leskthe day, January 5), 1983
Mrs. Kassebaum Introduced tre follovirg [ll; which was reed tvice ad
refarrad 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 itenacted bythe 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.

6 “(@ Price Freeze — 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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price lower than the maximum lawful price in effect on Octo-
her 1, 1982, may increase by the lesser of the rate provided
in the contract for such sale or the annual inflation adjust-
ment factor as determined in section 101(a)(1) but may not
exceed the maximum lawful price in effect on October 1,
1982, during the freeze period.

“(b) Price Freeze on Natural Gas not Covered
by Wellhead Price Controls.— Notwithstanding any
other provision of law, the maximum lawful price for the
period commencing October 1, 1982, and ending January 1,
1985, for any first sale of any category of natural gas for
which a ceiling price is not specified on October 1, 1982,
under this title and from a well the surface drilling of which
began by October 1, 1982, shall be the contract price speci-
fied for deliveries of such natural gas on October 1, 1982, or
if there was no contract price specified for deliveries of such
natural gas on such date, the maximum lawful price shall be
the price paid for comparable natural gas.

“(c) Expiration of Price Freeze.— Following the
expiration of the price freeze imposed by this section, the
maximum lawful price for any first sale of natural gas for
which a ceiling price is specified on October 1, 1982, shall
increase from the October 1, 1982, level at the rate specified

by this Act for that category of natural gas.”.
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(b) The table of contents for subtitle A of title | of the
Natural Gas Policy Act of 1978 is amended by adding at the

end thereof the following:

“Sc. 111 Price freeee on retural ges.”’.

Sec. 2. (@) Section 121 of subtitle B of title 1 of the
Natural Gas Policy Act of 1978 is amended—

(1) in the matter before clause (1) of subsection (a)
by striking out “January 1, 1985” and inserting in lieu
thereof “January 1, 1987”; and

(2) in subsection (c), by striking out “July 1,
1987” and inserting in lieu thereof “July 1, 1989”.

(b) Section 122 of such Act is amended—

(1) by striking out subsection (b)(1) and inserting
in lieu thereof the following:

“(1) may not take effect earlier than July 1,
1987, nor later than June 30, 1989; and”; and

(2) in subsection (c), by striking out “May 31,
1985” both places it appears and inserting in lieu
thereof “May 31, 1987”.

(c) Section 123(a) of such Act is amended by striking
out “On or before January 1, 1984, and on or before Janu-
ary 1, 1985,” and inserting in lieu thereof “On or before
January 1, 1986, and on or before January 1, 1987,”.

Sec. 3. (a) Subsection (c)(2) of section 601 of title VI of
the Natural Gas Policy Act of 1978 is amended (1) by insert-

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-
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ever the Commission determines, upon its own motion or the
petition of any party, that—
“(M)(D Any amount paid with respect to any pur-
chase of natural gas is excessive due to fraud, abuse,
imprudence, or similar grounds under this paragraph,
or
“(ID Any rate or charge collected by any natural
gas company in connection with any transportation or
sale of natural gas is unreasonable or unjust under sec-
tion 4 or 5 of the Natural Gas Act; and
“(ii) such rate, charge, or amount paid is the
result of any contract between a pipeline company and
a producer which contains a provision which the Com-
mission determines prevents the pipeline company from
responding to the demands of customers or other
market forces by requiring the purchaser to pay for a
minimum daily contract quantity of gas whether or not
such gas is taken,
the Commission shall have the authority to take such appro-
priate action as it may deem necessary including the rescis-
sion, annulment, or modification of such contract provi-
sions.”.

(b) The Federal Energy Regulatory Commission shall

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

s@is
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period following the date of the enactment of this Act, to
devise and put into effect an incentive rate of return applica-
ble to proceedings under the Natural Gas Act to stimulate
the purchase of the maximum amount of lower cost gas

which is consistent with gas availability and the need for a

steady supply.
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To derify the cefinrtaon of abuse in the Naturall Gas Policy Act of 1978.

IN THE SENATE OF THE UNITED STATES

January 26 (lagslne iy, January 5), 1983
Mr. Jepsen (forhimselfand Mr. Grassitey) introduoed the folloming bill; which
was reed tvice and referrad 1o the Committee on Energy and Netural Resources

A BILL

To clarify the definition of abuse in the Natural Gas Policy Act
of 1978.

1 Be itenacted 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) Abuse — 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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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
guantity 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.".
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1st Session

To amend tte Natural Gas Policy Act of 1978 1o prdhibit take-oray diaess,
and far otrer punosss.

IN THE SENATE OF THE UNITED STATES

January 31 (leosktie day, January 5), 1983
Mr. Danforth (K hiself, Mr. Eagleton, and Mr. Sarbanes) introduoed te
follomrg 4ill; which was read twice and refarad o the Comittee 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 itenacted 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 “(@ 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) has the effect of requiring the purchaser to
make payment to the seller if gas volumes tendered by
the seller under the contract are not taken by the pur-
chaser; or

“(2) provides for an indefinite price escalator
clause as defined in section 105(b)(3)(B) of this Act,

shall be suspended and of no force or effect.

(b) Upon application made by purchaser or seller, the
Commission may, after notice and, when the Commission
deems it appropriate, an evidentiary hearing, by order rein-
state such contractual arrangements, or any modification
thereof found by the Commission to be consistent with the
public interest, to become effective if the Commission finds—

“(1) that such contractual arrangements were
made before the date of enactment of this section; and

“(2) that permitting such contractual arrange-
ments, or a modification approved by the Commission,
to become effective is necessary either—

“(A) to prevent a default by seller under a
loan agreement or debt instrument in effect on the
date of enactment of this section; or

“(B) because of field drainage requirements

or similar reasons.

S 291 is
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Any reinstatement or modification under clause (2) shall be
granted only to the extent necessary to satisfy the require-
ments of such clause.” .

(b) The table of contents for subtitle A of title I of the
Natural Gas Policy Act of 1978 is amended by adding at the

end thereof the following:

“Se. 112. SgpEsian of Gartain Price Related Contractual Rroasias.”.

Sec. 2. Subsection (c)(2) of section 601 of title VI of
the Natural Gas Policy Act of 1978 is amended by inserting
“imprudence (including failure to exercise all due prudence in
securing the least-cost mix of gas),” immediately after

“abuse,” .
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To amend the Natural Gas Policy Act of 1978 1o prchibit inoreesss n tte
wellhead pricss of retural ges, and far other purposes.

IN THE SENATE OF THE UNITED STATES

January 31 (lagislatie day, January 25), 1983

Mr. Eagleton (h’hi’@lf, Mr. Danforth, and Mr. Sarbanes) introduced the
follomrg @ll; which was reed tmice ad referred tO the Committee on
Energy and Natural Resouroes

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 itenacted by the Senate and House of
2 tives of the United States of America in Congress assembled,
3 That (a) subtitle A of title | of the Natural Gas Policy Act of
4 1978 is amended by adding at the end thereof the following:

5 “SEC. 1m. PRICE FREEZE ON NATURAL GAS; REPORT BY

6 COMPTROLLER GENERAL CONCERNING PROF-
7 itABILITY OF NATURAL GAS PRODUCTION.
8 “(@ Maximum Lawful Prices — Notwithstanding

9 any other provision of law, the maximum lawful price appli-
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cable to the first sale of natural gas from January 31, 1983,
through December 31, 1984, shall be the maximum lawful
price applicable to such sale on August 31, 1982, under this
Act. In the case of any first sale of natural gas from a well
the surface drilling of which began prior to January 31,
1983, and for which there was no applicable maximum lawful
price on August 31, 1982, solely by reason of the elimination
of price controls pursuant to subtitle B of title I of this Act,
the maximum lawful price for such sale from January 31,
1983, through December 31, 1984, shall be the contract

price specified for deliveries of such natural gas on August

31, 1982: 8 however, That if there was no contract

price specified for deliveries of such natural gas on such date,
the maximum lawful price shall be the average of the prices
paid on August 31, 1982, for deliveries of natural gas from
the three nearest wells by surface location for which there
similarly was no applicable maximum lawful price on August
31, 1982.

“(b) Expiration of Price Freeze — The maximum
lawful price applicable to the first sale of natural gas on
August 31, 1982, shall be increased for any month beginning
on or after January 1, 1985 at the rate specified for such gas

by this Act.”.
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(b)(1) Section 121(a) of the Natural Gas Policy Act of
1978 is amended by striking out “January 1, 1985” and in-
serting in lieu thereof “January 1, 1987”.

(2) Section 121(c) of such Act is amended by striking
out “July 1, 1987” and inserting in lieu thereof “July 1,
1989~ .

(c)(1) Section 122(b) of the Natural Gas Policy Act of
1978 is amended by striking out “July 1, 1985” and insert-
ing in lieu thereof “July 1, 1987".

(2) Section 122(b) is further amended by striking out
“June 30, 1987” and inserting in lieu thereof “June 30,
1989~ .

(3) Section 121(c) of such Act is amended by striking
out “May 1, 1985” wherever it appears and inserting in lieu
thereof “May 1, 1987”.

(d)(1) Section 123 of the Natural Gas Policy Act of
1978 is amended by striking out “July 1, 1984” and insert-
ing in lieu thereof “July 1, 1986”.

(2) Section 123 is further amended by striking out “Jan-

uary 1, 1985” and inserting in lieu thereof “January 1,

S 293 is
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To amend the Natural Gas Policy Act of 1978 to restrain matural gas price
increases by fecilitating price responsiveness during periods when suplies
exceed demand, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

January 3, 1983

Mr. Micher introduced the followving 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 itenacted by the Senate and House of

2 tives of the United States of America in Congress

3 SHORT TITLE
4 Section 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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ers, thereby overriding the natural resistance of the
market;

(7) producers of low-priced natural gas may be
forced, out of necessity, to shut-in or even flare that
natural gas in cases in which the natural gas was con-
tracted for sale but the purchaser does not accept de-
livery, even though other purchasers might be available
to the seller and the original purchaser has adequate
capacity to transport the natural gas to such other pur-
chasers;

(8) without both (A) the contract right to reduce,
from time to time as demand declines, the obligation
under natural gas purchase contracts to pay for certain
high-priced natural gas and (B) the incentive to exer-
cise such a contract right, pipelines may well continue
to pay overly high prices since such high prices will be
passed through to its customers pursuant to the terms
of such Act; and

(9) therefore, the Natural Gas Policy Act of 1978
should be amended to provide pipelines with the ability
to reduce their obligations for certain high-priced natu-
ral gas, to authorize the Federal Energy Regulatory
Commission to review the exercise of such a contract
right by pipelines invarious natural gas rate proceed-

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.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

5
NATURAL GAS CONTRACTS DEEMED TO INCLUDE ADJUST-

MENT CLAUSE TO REDUCE PURCHASE REQUIRE-

MENTS

Sec. 3. (a) Title Il of the Natural Gas Policy Act of
1978 is amended by inserting after section 315 the following
new section:

“SEC. 316. NATURAL GAS CONTRACTS DEEMED TO INCLUDE
ADJUSTMENT CLAUSE TO REDUCE PURCHASE
REQUIREMENTS

“(@) Inclusion.—Any contract for the sale of natural
gas to any pipeline shall be deemed to include the contract
provisions set forth in subsection (b), unless otherwise ex-
pressly provided in any such contract entered into or renego-
tiated after the date of the enactment of this section. Such
provisions shall be in addition to, and not in lieu of, any other
provision of such contract.

“(b) Purchase Requirement  Adjustment
Clause.— The contract provisions deemed included in any
contract described in subsection (a) are as follows:

“(1) General rule.— The purchaser may, with-
out obligation to pay, exercise a right not to accept de-
livery of any portion of the volumes of natural gas the
purchaser has contracted to accept if the purchaser has
determined he cannot market the total volume of natu-

ral gas contracted for.
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“(2) Amount of reduction.—A purchaser may
not reduce, pursuant to these contract provisions, the
volume the purchaser accepts delivery of below a level
equal to 50 per centum of the volume the purchaser
contracted to take delivery of under the contract (with-
out regard to any previous reduction under these con-
tract provisions).

“(3) Highest price gas reduced first.—
Except as provided in paragraph (4), thepurchaser
may not reduce under these contract provisions the
volume he accepts delivery of if he has not exercised
his right under these provisions to reduce (to the maxi-
mum extent permitted under paragraph (2)) deliveries
of natural gas he has contracted to take delivery of at
a higher price under anyother contract.

“(4) Affiliated producers.— The purchaser
may not reduce under these contract provisions the
volume he has contracted totake delivery of if he has
not exercised his right under these provisions to reduce
(to the maximum extent permitted under paragraph (2))
deliveries of natural gas he has contracted to take at
the same or a higher price under any other contract
between the purchaser and any other person who is an

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

\l

pipeline to discriminate against any one or class of producers

8 or other sellers of natural gas on any basis other than the

o

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 ges aontracts deemed ® inclue adjustment clase ©© reduce
purchese requirenents.”'.
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NATURAL GAS CONTRACTS DEEMED TO INCLUDE TRANS-

PORTATION OBLIGATION TO SECONDARY PURCHAS-

ERS

Sec. 4. (a) Title 111 of the Natural Gas Policy Act of
1978 is amended by inserting after section 316 (as added by
section 3) the following new section:

“SEC. 3l7. NATURAL GAS CONTRACTS DEEMED TO INCLUDE
TRANSPORTATION OBLIGATION TO SECOND-
ARY PURCHASERS.

“(@) Inclusion.— Any contract for the sale of natural
gas to any pipeline shall be deemed to include the contract
provisions set forth in subsection (b), unless otherwise ex-
pressly provided in any such contract entered into or renego-
tiated after the date of the enactment of this section.

“(b) Transportation Obligation Clause.— The
contract provisions deemed included in any contract de-
scribed in subsection (a) are as follows:

“(1) General rule.—Any purchaser who has
exercised his right under any contract provision (in-
cluding the contract provisions provided under section
316) to reduce the volumes of natural gas he is obli-
gated to take delivery of on the grounds that the pur-
chaser cannot market the total volumes he is so obli-
gated for shall provide, on behalf of the seller, trans-

portation of any of the volume of natural gas—
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“(A) which is involved in the reduction,

“(B) which is resold by the seller to another
purchaser, and

“(C) which the purchaser would be required
to pay for in the absence of the exercise of such
contract provision (whether or not delivery is
taken).

“(2) Teems and onditions.— The terms and
conditions of such transportation shall be in accordance
with regulations prescribed by the Commission.

“(c) Consideration.— The consideration for any
transportation provided under the contract provisions pro-
vided by this section shall be at $.05 per million Btu’'s plus
the cost of such transportation, as established by the appro-
priate State or Federal regulatory body, unless the Commis-
sion has established, by rule, a different rate as just compen-
sation for such transportation. No amount of such considera-
tion shall be required to be credited and flowed back to the
customers of such pipeline.”.

(b) The table of contents for such Act is amended by
adding after the item relating to section 316 the following

new item:

“Sec. 317. Natural ges aontracts deemed 1o incluce transportation doligation 1 sec-
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EFFECTIVE DATE

Sec. 5. The amendments made by this Act shall take
effect on the first day of the first calendar month beginning
more than fifteen days after the date of the enactment of this
Act and shall apply in the case of any contract, whether en-
tered into before, on, or after such date.

O
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Bqoressing tte sase of the Congress on retural ges [ricss.

In THE HOUSE OF REPRESENTATIVES

January 25, 1983

Mrs. Collins sunitted the folloving concurrent resolutaan; which was refenred
o tre Commirttee 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

10
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freeze prices, not people: Now, therefore, be it

Resolved by the House of Representatives (the Senate
concurring), That it is the sense of the Congress that com-
prehensive, coordinated efforts by appropriate legislative, ad-
ministrative, and contracting entities should be undertaken to
assure—

(1) that the decontrol of natural gas wellhead
prices currently scheduled in 1985 does not occur, and
no administrative action is taken that has the effect of
decontrolling such prices;

(2) that wellhead price controls be made applica-
ble to categories of natural gas which are exempt from
control;

(3) that natural gas wellhead prices are reduced to
the extent such prices are artificially high;

(4) that the use of contract provisions is eliminat-
ed in cases inwhich contract provisions,such as take-
or-pay clauses and indefinite priceescalators, artificial-
ly increase natural gas prices or restrict prudent deci-

sionmaking inthe marketplace;

HCON 29 IH



[ERN

10

11

3

(5) that pipelines and other natural gas companies
which acquire natural gas for resale purchase the least
expensive gas available, andjustify increases in the
prices they charge rather than pass throughsuch in-
creases automatically;

(6) that additional assistance is provided to indi-
viduals who are unable to pay the costs of residential
heating; and

(7) that weatherization activities are increased iIn
order to reduce the costs of residential heating and to

conserve energy.
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Expressing the sense of the House of Representatives with respect o the
acceleration of wellhead natural gas prices.

IN THE HOUSE OF REPRESENTATIVES

January 25, 1983

Mr. Gaydos submitted the folloving resolution; which was referred © 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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Resolved, That it is the sense of the House of Repre-
sentatives that the Federal Energy Regulatory Commission

should take no action to accelerate the decontrol of wellhead

natural gas prices.

HRES 38 IH
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sesession H. J. Res. 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 REPRESENTATIVES

Januaby 6, 1%3

Mr. pixon 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) Procedures to preclude pipeline companies
from rolling-in the price of high-cost natural gas.

(2) Establishment of a market clearing price
standard, with reference to an appropriate alternate
energy price, to determine what is to be considered
high-cost natural gas.

(3) Adjustment of service agreements between
pipeline companies and local distribution companies
to—

(A) allow local distribution companies to pur-
chase natural gas which meets the market clear-
ing price standard, and

(B) give local distribution companies the
flexibility to purchase high-cost natural gas.

(4) Action to require pipeline companies to exer-
cise market-out rights in any contract for the purchase
of natural gas upon a showing that the contract price
would cause severe distortion and hardship in any rele-
vant natural gas market.

The Commission, within one hundred and eighty days after
the date of the commencement of this rulemaking, shall
report its findings and conclusions to the President of the
United States and to the Committee on Energy and Com-

merce of the House of Representatives and the Committee on
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1 Energy and Natural Resources of the Senate, together with
2 any recommendations for legislation.

O
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To remove atifical Inpediments on tte use of returall ges and 1o provice
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IN THE HOUSE OF REPRESENTATIVES

January 3, 1983
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A BILL

To remove artificial impediments on the use of natural gas and

to provide incentives for increased natural gas production.

1 Be itenacted 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 (@) Short Title.— This Act may be cited as the “ Nat-
5 wural Gas Production, Utilization, and Conservation Act”.

6 (b) Table of Contents.—The table of contents for

7 this Act is as follows:

table of contents

Sec. 1L Short titke; tole of cotents.
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TITLE - REMOVAL OF ARTIFICIAL IMPEDIMENTS ON NATURAL
GAS USAGE

101. Repeal of the Powerplant and Indstrial Fuel Use Act of 1978.

1. Termination of incremental pricing requirements under the Natural Gas
Policy Act of 1978.

103. Repeal of titke 111 of the RPblic Uallity Regulatory Rolicies Act of 1978.

¥

&

TITLE 1= INCENTIVES FOR INCREASED NATURAL GAS
PRODUCTION

Deregullation of natural gas produced from vells drilled on or after Janu-
ary 1, 1983.

Ceiling pricss for certain other netural gas based on projected market
pricss.

Imported natural ggs.

Decortrol of all retural ges.

Repeal of provisians alloving reimposition of price antrols.

Deregulation of comitted or dedicated ratural ges.

Elimination of required minimum contract duration and required offars
and rights of first refusal.

Cost passthrough allored exaept where fraud involved.

Cartification for geecial pricing provisias.
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TITLE II- REMOVAL OF ARTIFICIAL IMPEDIMENTS TO NATURAL
GAS SALES

Sec. 1. Authorization of certain sales and trangoortation.
Sc. 32. Emergency authority goplicable o interstate and intrastate pipelires.
Sc. 308. Clauses prahibiting cartain sales, trangoortation, or comingling which
do not affect jurisdiction.
TITLE I—REMOVAL OF ARTIFI-
CIAL IMPEDIMENTS ON NATU-

RAL GAS USAGE

SEC. 101. REPEAL OF THE POWERPLANT AND INDUSTRIAL
FUEL USE ACT OF 1978.
(@) Repealer.— The Powerplant and Industrial Fuel
Use Act of 1978 (42 U.S.C. 8301 and following) is hereby
repealed.
(b) Effective Date.— The repeal made by subsection
(a) shall take effect 60 days after the date of the enactment of

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 Il or HI 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.
(@) Repealer.— Title Il 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—
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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 Il and the

item relating to section 507.
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(c) Remedial Action.— Effective beginning on the
date of the enactment of this section, each interstate pipeline
and local distribution company which was formerly subject to
the provisions of title Il of the Natural Gas Policy Act of
1978 shall take the following actions:

(1) Each such interstate pipeline shall clear both
its unrecovered incremental gas costs account and its
unrecovered incremental surcharges account of all
amounts accumulated therein by—

(A) transferring, as of such date of enact-
ment, all such amounts to its unrecovered pur-
chased gas costs account,

(B) proceeding to collect all such amounts in
due course pursuant to regulations prescribed by
the Federal Energy Regulatory Commission
(hereinafter in this subsection referred to as the
“Commission”), and

(C) doing all such other acts as the Commis-
sion may prescribe for the purpose of effecting the
repeal of title Il of such Act as ofthe date of the
enactment of this Act.

(2) Each such local distribution company shall
clear both the unrecovered incremental gas costs ac-
count and the unrecovered incremental surcharges ac-

count of all amounts accumulated therein by—
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(A) transferring, as of such date of enact-
ment, all such amounts to the account to which
the company’s purchased gas costs are ordinarily
debited, and then

(B) proceeding to collect all such amounts in
due course, whether pursuant to pertinent regula-
tions prescribed therefor by theregulatory body
havn g jurisdiction oversuch company’srates and
charges, or otherwise.

(d No Further Incremental Pricing Permit-
ted.— Effective beginning on the date of the enactment of
this Act, no interstate pipeline or distribution company which

was formerly subject to the provisions of title Il of such Act

shall—

(1) debit any amount to any unrecovered incre-
mental gas costs account;

(2) debit any amount to any unrecovered incre-
mental surcharges account;

(3) bill incremental pricing surcharges to any cus-
tomer under the authority of such provisions; or

(4) otherwise comply with the provisions of part
282 of title 18 of the Code of Federal Regulations or
other regulatory provisions which implement title Il of
such Act.
(e) Definitions.— For purposes of this section—
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[EEN

10

11

12

13

14

15

16

17

18

19

20

21

22

7

(1) the term “unrecovered incremental gas costs
account” means the account designated as Account
192.1 of the Uniform System of Accounts Prescribed
for Natural Gas Companies, parts 201 and 204 of title
18 of the Code of Federal Regulations;

(2) the term “unrecovered incremental surcharges
account’”’ means the account designated as Account
192.2 of the Uniform System of Accounts Prescribed
for Natural Gas Companies, parts 201 and 204 of such
title 18; and

(3) the term “unrecovered purchased gas costs ac-
count” means the account designated Account 191 of
the Uniform System of Accounts Prescribed for Natu-
ral Gas Companies, of such parts 201 and 204.

SEC. 103. REPEAL OF TITLE Il OF THE PUBLIC UTILITY REGU-
LATORY POLICIES ACT OF 1978.

(@) Repealer.— Title HI of the Public Utility Regula-
tory Policies Act of 1978 (relating to retail policies for natu-
ral gas utilities) is hereby repealed.

(b) Conforming Amendment.— The table of contents
for such Act is amended by striking out the items relating to

title HI.

HR 131 IH
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CREASED NATURAL GAS PRO-
DUCTION

SEC. 201. DEREGULATION OF NATURAL GASPRODUCED FROM
WELLS DRILLED ON OR AFTER JANUARY I,
1983.

(@ Amendment.— Section 121 of the Natural Gas
Policy Act of 1978 is amended by adding at the end thereof
the following new subsection:

“(f Natural Gas From Wells Drilled on or
After January 1, 1983.— Effective beginning on the date
of the enactment of this subsection, the provisions of subtitle
A respecting the maximum lawful price for any first sale of
natural gas shall cease to apply to any first sale of natural
gas produced from any well if—

“(1) the surface drilling of the well commenced on
or after January 1, 1983; and

“(2) a permit, license, or comparable authorization
was issued with respect to the drilling by the applica-
ble Federal or State agency having regulatory jurisdic-
tion with respect to the production of such natural
gas.”.

(b) Administrative Burdens.— The Federal Energy
Regulatory Commission shall prescribe regulations designed

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. 2P. CEILING PRICES FOR CERTAIN OTHER NATURAL GAS
BASED ON PROJECTED MARKET PRICES.

(@ Amendment.—Title | 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=DT+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—

“(1) 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—

“(@) in the case of the calendar quarter

beginning January 1983, the maximum
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lawful price provided for that category for

December 1982; and

“(i1) 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) Decontrol reference price —

“(A) Initially to be based on section
102 price— 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) Thereafter adjusted to the
PRICE FOR CERTAIN EXEMPT WELLS DURING
PRECEDING CALENDAR QUARTER.—

“(i) Estimate — 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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mates under this subparagraph shall be made
in accordance with subsection (c).

“@) Adjustment — For the following
calendar quarter, the decontrol reference
price shall be adjusted to equal that estimate.

“(c) Weighted Average Price— For purposes of
applying the formula set forth in subsection (b)—

“(1) In general — 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.

“@ Information collection —

“(A) Price information collection —

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

“(i1) unless readily apparent in the con-
tract, a statement of (1) 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'11) the point of delivery under such con-

tract.

“(B) Commission may exempt certain
CONTRACTS [INVOLVING ANNUAL DELIVERY OF
less than 100,000 mmbtu 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-
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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 of 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 of Natural Gas.— 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. 1M1. Ceiling pricss for certain pre-1983 vells based on market prices.™.

HR 131 1H



[ERN

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

15

(c) Effective Date — 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.

(@ Approval of Imports —

(D Suspension of approval on imports at
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) No NEW APPROVAL OF IMPORTS AT PRICES
exceeding qualified import price — 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).

® Qualified Import Price Defined —

HR 131

IH

(@D Contract in effect —

(A) In general — In the case of natural
gas (or liguefied 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) Qualified import price to be based
on contract price — 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) Contract price defined —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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tion 105(c)) if such natural gas were subject to a

contract on such date of enactment.

(2) No contract in effect.—In the case of
natural gas (or liquefied natural gas) with respect to
which there is no contract price for importation in
effect during December 1982, the “qualified import
price” shall be the decontrol reference price, as defined
in section 111(b)(3) of such Act.

SEC. 24. 19855 DECONTROL OF ALL NATURAL GAS.

(@ Decontrol — Section 121(a) of the Natural Gas
Policy Act of 1978 (15 U.S.C. 3331(a)) is amended to read
as follows:

“(@ General Rule —Effective beginning January 1,
1985, the provisions of subtitle A respecting the maximum
lawful price shall cease to apply to the first sale of any natu-
ral gas.”.

® Technical and Conforming Amendments —

(1) Section 121 of the Natural Gas Policy Act of
1978 (15 U.S.C. 3331) is amended by striking out sub-
sections (c), (d), and (e).

(2) Section 103(b) of such Act (15 U.S.C.
3313(b)) is amended by striking out paragraph (2).

(3) Section 105(b) of such Act (15 U.S.C.

3315(b)) is amended by striking out paragraph (3).

HR 131 IH - 3



[EEN

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

18

(4) Section 313 of such Act (15 U.S.C. 3373) is

amended by striking out “(as defined in section
105(b)(3)(B))” each place it appears and by adding at
the end thereof the following new subsection:

“@© Definition of Indefinite Price Escalator
Clause — For purposes of this section, the term ‘indefinite
price escalator clause’ includes any provision of any con-
tract—

“(1) which provides for the establishment or ad-
justment of the price for natural gas delivered under
such contract by reference to other prices for natural
gas, for crude oil, for refined petroleum products, or
any other energy source, or

“(2) which allows for the establishment or adjust-
ment of the price of natural gas delivered under such
contract by negotiation between the parties.”.

SEC. 205. REPEAL OF PROVISIONS ALLOWING REIMPOSITION
OF PRICE CONTROLS.

(@ Repealer — Sections 122 and 123 of the Natural
Gas Policy Act of 1978 (15 U.S.C. 3332 and 3333) are
hereby repealed.

(b) Conforming Amendment — The table of contents

for such Act is amended by striking out the items relating to

sections 122 and 123.

HR 131 IH
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1 SEC. 26. DEREGULATION OF COMMITTED OR DEDICATED
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NATURAL GAS.

eregulation — 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:

HR 131 IH

“(B) Committed or dedicated natural
gas — 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);
“(i) new natural gas (as defined in sec-

tion 102(c) of this Act);
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“(iii)) natural gas produced from any
new onshore production well (as defined in
section 103(c) of this Act); or

“(iv) natural gas produced from wells
drilled on or after January 1, 1983, and
exempted from maximum lawful prices pur-
suant to section 121(f).”.

(b) Technical and Confobming Amendments.—

(1) Effective beginning January 1, 1985, section

601(a)(1) of such Act (15 U.S.C. 3431(a)(1)) is amend-

ed by striking out subparagraph (E).

(2) Section 601 (b)(1)(A)(ii) of such Act (15 U.S.C.

3431) is amended by striking out “solely”.

SEC. 7. ELIMINATION OF REQUIRED MINIMUM CONTRACT
DURATION AND REQUIRED OFFERS AND
RIGHTS OF FIRST REFUSAL.

Section 315 of the Natural Gas Policy Act of 1978 (15
U.S.C. 3375) is amended by striking out subsections (a) and
(b) and inserting in lieu thereof the following:

“(@ Contract Duration.— The Commission may
not specify the minimum duration of any contract for the pur-

chase of natural gas to which section 601(a)(1) (A) or (B) is

applicable.
“(b) Offers; Right of First Refusal.— In the case
of any person (or any successor in interest to such person)

HR 131 IH
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who, but for the provisions of section 601(a)(1)(B) (relating to
deregulation), would have been entitled to receive natural gas
committed or dedicated to interstate commerce pursuant to
such commitment or dedication if such natural gas were sold,
the Commission may not require that such natural gas be
offered to be sold to such person, either directly or through
the granting of any right of first refusal of an offer made to
any other person.”.

SEC. 208. COST PASSTHROUGH ALLOWED EXCEPT WHERE

FRAUD INVOLVED.

(@ Federal Energy Regulatory Commission —
Paragraph (2) of section 601(c) of the Natural Gas Policy Act
of 1978 (15 U.S.C. 3431(c)) is amended by striking out
“except to the extent” and all that follows and by inserting
in lieu thereof the following: *except to the extent the Com-
mission determines that the amount paid was excessive due
to fraud.” .

(b) State Regulatory Bodies — Paragraph (2) of
section 601(c) of such Act (15 U.S.C. 3431(c)) is further
amended—

(1) by striking out “For purposes of” and insert-
ing in lieu thereof “Any agency of a State or political
subdivision thereof having ratemaking authority over
any intrastate pipeline or local distribution company

may not deny such pipeline or local distribution compa-
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ny recovery of any amount paid with respect to any
purchase of natural gas, and, for purposes of”;
(2) by inserting a comma before “if”; and
(3) by inserting after “Commission” the second
place it appears the following: “or such ratemaking
agency, as the case may be,”.
SEC. 209. CERTIFICATION FOR SPECIAL PRICING PROVISIONS.
Section 503 of the Natural Gas Policy Act is amended
by adding at the end thereof the following new subsection:
“@M Seller Certification Applicable for Cer-
tain Purposes — For purposes of sections 111 and 121(f,
any certification made by a seller in a sworn statement to the
Commission and the Federal and State agency having au-
thority to make determinations referred to subsection (a)(1)
shall satisfy any requirements for a determination under this

section.” .

TITLE 1HI—REMOVAL OF ARTIFI-
CIAL IMPEDIMENTS TO NATU-
RAL GAS SALES

SEC. 301. AUTHORIZATION OF CERTAIN SALES AND TRANS-
PORTATION.
@ Natural Gas Produced From Outer Conti-
nental Shelf —
(1) Section 601(a)(1)(B) of the Natural Gas Policy

Act of 1978 (15 U.S.C. 3431), as amended by section
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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 (i) 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 (1) 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 (Il1) any facilities for such transpor-

tation over or across the Outer Continental

Shelf shall be constructed or operated only
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pursuant to a certificate issued by the Com-
mission under section 7 of the Natural Gas
Act.”.
(b) Commission May Permit Section 311(b) Sales
by Interstate Pipelines —

(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 general — 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 “for in-
trastate pipelines” after “charges”™.

(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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paragraphs (4), (5), (6), (7), and (8), respectively, and
by inserting after paragraph (2) the following new
paragraph:

“(8) 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”.

(©) Commission May Permit Section 312 Assign-
ments to Intrastate Pipelines —

(1) Section 312(a) of such Act (15 U.S.C.

3372(a)) is amended to read as follows:

“(@ Authorization of Assignments — 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.”.
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(2) Section 312(c) of such Act (15 U.S.C. 3372(c))
is amended to read as follows:

“@© Surplus Natural Gas —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 of Commission Over Certain
Transportation and Sale by Intrastate Pipelines
and Local Distribution Companies — 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:

“@ Transportation and sale by intra-
state pipelines and local distribution compa-
nies —

“(A) Jurisdiction of the commission —

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) Natural-gas company — 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) Prohibition on Commission Imposing Restbic-
tions on Outer Continental Shelf Gas — 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:

“@ Access to outer continental shelf

natural gas — The Commission may not impose any

HR 131 IH



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

29

direct or indirect limitation on the right to contract for
sale or use of natural gas from the Outer Continental
Shelf, except that the Commission shall ensure that an
interstate pipeline may not charge for any transporta-
tion of such natural gas a rate in excess of a just and
reasonable rate (within the meaning of the Natural Gas
Act).”.
® Nonapplicability of Natural Gas Act to
Certain Sales by Exempt Pipelines — Section 1(c) of
the Natural Gas Act (15 U.S.C. 717(c)) is amended by insert-
ing after the first sentence the following: * If the provisions of
this Act do not apply to any person by reason of this subsec-
tion, then such provisions shall not apply to any other person
receiving natural gas from such person solely by reason of
such receipt and subsequent sale or transportation.”.
SEC. 302. EMERGENCY AUTHORITY APPLICABLE TO INTER-
STATE AND INTRASTATE PIPELINES.
(@ Emergency Purchase Authority — Section
302 of the Natural Gas Policy Act of 1978 (15 U.S.C. 3362)
is amended—
(1) in subsection (a)—
(A) by striking out “interstate pipeline or
local distribution company served by any inter-

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”.

® Emergency Allocation Authority — 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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(B) by striking out “certificated natural gas”
in paragraphs (1) and (4) and inserting in lieu
thereof * natural gas”; and
(4) in subparagraph (D) of subsection (d)(1), by

striking out “interstate”.
(c) Conforming Amendments — Subparagraph (C) of

section 601(a)(1) of such Act (15 U.S.C. 3431(a)(1)(C)) is

amended—
(1) by striking out “or” at the end of clause (i);
(2) by striking out the period at the end of clause

(i) and inserting in lieu thereof “; or”; and

(3) by adding at the end thereof the following new

clause:
“(iii) pursuant to any allocation assigned

under section 303.”.

SEC. 303. CLAUSES PROHIBITING CERTAIN SALES, TRANSPOR-

TATION, OR COMMINGLING WHICH DO NOT
AFFECT JURISDICTION.

Section 314 of the Natural Gas Policy Act of 1978 (15
U.S.C. 3431) is amended by redesignating subsection (b) as
subsection (c) and by inserting after subsection (a) the follow-
ing:

“(b) Subsequent Sales and Transportation —

“(1) In general —Exc3pt as provided in para-

graph (2), any provision of any contract for the sale

HR 131 1H



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

32
(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 wunder such contract
which has been commingled, with natural gas—

“ (@) which is subject to the jurisdiction
of the Commission under the provisions of
the Natural Gas Act; or

“(i) 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.

“@ Activities affecting jurisdiction not
covered — 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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Commission under the Natural Gas Act if that contract
provision were not enforceable.” .

O
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To prohibit incresses in the wellhead prices of natural gas during the six-month
period beginning January 3, 1983.

In THE HOUSE OF REPRESENTATIVES

January 3, 1983

Mr. Now ak 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 itenacted by the Senate and House of Representa-
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 Price Control Act of 1933”.

6 FREEZE ON WELLHEAD NATURAL GAS PRICES

7 Sec. 2. (a) Notwithstanding title |1 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
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States shall be the December 31, 1982, price applicable to
such natural gas.

(b) The provisions of the Natural Gas Policy Act of
1978 shall apply to violations of subsection (a) to the same
extent, and in the same manner, as such provisions apply to
violations of maximum lawful prices under title I of such Act.

NOVEMBER 30, 1982, PRICE DEFINED; OTHER
DEFINITIONS

Sec. 3. (a) For purposes of this Act—

(1) The term “December 31, 1982, price” —

(A) in the case of any first sale of natural
gas sold under any contract in effect for deliveries
on December 31, 1982, means the first sale price
which applied to deliveries of natural gas on that
date under such contract; and

(B) in the case of any first sale of any other
natural gas, means the price determined by the
Federal Energy Regulatory Commission to be the
weighted average first sale price of all natural gas
delivered on that date which is in the same cate-
gory as the natural gas involved,

(2) the term “category” means the category or
classification of natural gas prescribed by the Natural

Gas Policy Act of 1978 for determining the maximum

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
Sec. 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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if it is an increase in the maximum lawful price of natural gas
prescribed by or under the Natural Gas Policy Act of 1978,
which (but for this Act) would have taken effect during the
control period.

BENEFITS OF FREEZE TO BE PASSED THROUGH

Sec. 5. Under regulations which the Federal Energy
Regulatory Commission shall prescribe, the Commission shall
take such steps as may be necessary to assure that the reduc-
tions in the costs which (but for this Act) would be borne by
natural gas purchasers shall be passed through to such pur-

chasers.
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1st Session H R 4 8 2
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To iraure thet rates dharged by retural-ges conpanies are narket-sasitive.

IN THE HOUSE OF REPRESENTATIVES

January 6, 1983

Mrs. Bybon (b’l‘ﬂgf, MS. Hort, and Mr. Dyson) inmmjﬂ‘e'ﬁ)"()/\/irg
fall; which was refarrad to the Cammirttee on Energy and Commerce

A BILL

To insure that rates charged by natural-gas companies are

market-sensitive.

1 Be itenacted bythe Senate and House
2 tives of the United States of America in Congress assembled,

3 Sec. 1. This Act may be cited as the “Natural Gas

4 Marketing Act of 1983”.

5 Sec. 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-

Il gether with any prevailing lawfully imposed charges for the
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retail delivery of such gas, results in a retail price for natural
gas that is in excess of the per million Btu equivalent price of
a competing fuel currently available to and usable by existing
retail customers served by or through any of the interstate
pipeline company's wholesale customers, the Commission
shall set the matter for hearing and decision.

(b) The Commission shall suspend the operation of the
interstate pipeline company's rate increase filing until the is-
suance of a final appealable order upon completion of such
hearing.

(c) Unless otherwise agreed by all parties, the Commis-
sion shall conclude its hearing and render its final decision on
any proposed rate challenged in accordance with this Act
within six months after the date the rate increase filing was
suspended.

(d) At such a hearing, the burden of proof shall be on
the interstate pipeline company to establish, inter alia, that
its gas purchase contracts with its suppliers and its gas acqui-
sition practices are designed to maintain its gas prices, taken
together with any prevailing lawfully imposed charges for the
retail delivery of such gas, at a level competitive with the
retail price of competing fuels in its service territory, and that
its average cost of purchased gas and its wholesale rates are
and will be adjustable in response to increases and decreases

in the retail prices of competing fuels in its service territory.
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(e) If the Commission finds that the interstate pipeline
company has successfully discharged its burden of proof
under subsection (d) above, the Commission may approve col-
lection by the interstate pipeline company of all or any por-
tion of the proposed rate, in accordance with otherwise appli-
cable laws and regulations.

() If the Commission finds that the interstate pipeline
company has failed to discharge its burden of proof under
subsection (d) above, the Commission shall prescribe an ad-
justment in the interstate pipeline company’s rates which it
finds is sufficient to render the interstate pipeline company’s
rates, taken together with any prevailing lawfully imposed
charges for the retail delivery of such gas, competitive with
the retail price of competing fuels in its service territory and
which it finds is consistent with the long-term gas supply
needs of the interstate pipeline company’s customers. Upon
the entry of such a finding, each of the interstate pipeline
company’s gas purchase contracts shall be deemed to include
a provision relieving the interstate pipeline company of its
obligation to purchase the gas or otherwise pay any charge
or fee with respect to such gas (whether or not delivery is
taken) if, in the interstate pipeline company’s sole opinion,
the gas is not marketable in the interstate pipeline company’s

service territory.
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Sec. 3. (a) Nothing in this Act shall be construed as
altering, or permitting the altering of, any law barring unduly
discriminatory pipeline rates.

(b) In any allocation of costs approved by the Commis-
sion in connection with an interstate pipeline company rate
order issued pursuant to this Act, all purchased gas costs
shall be allocated equally to all volumes sold.

(c) Nothing in this Act shall be construed as giving the
Commission authority to increase any rate to any customer
other than in accordance with a proposal filed by the inter-
state pipeline company .

(d) Nothing in this Act shall be construed as giving the
Commission authority to alter any charges duly approved by
State or local governmental authorities for the retail delivery
of gas purchased from the interstate pipeline company, or to
make any other adjustments in any rate order to take such
charges into account.

Sec. 4. (a) For purposes of this Act, the terms “ munici-
pality”, “ State"”, “natural gas”, “gas distributing company”,
“State commission”, and “Commission” have the meanings
given such terms by or under the Natural Gas Act.

(b) For the purposes of this Act, the term *“interstate
pipeline company” has the same meaning given such term by

or under the Natural Gas Policy Act.

O
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98th CONGRESS
1st Session H. R.583

To amend the Natural Gas Rollicy Act of 1978 to Inpose a moratorium on e
Inoreesss.

In THE HOUSE OF REPRESENTATIVES

January 6, 1%3

Nr. Glickman (ﬂhh&lf, l\/i'. Skelton, Nr. Mineta, |\/|I"- Simon, M’.
Eckart,lvr- Stokes,W-Howard,adwr-Rahall) il‘ll]‘(IiIH:lﬂ‘Eﬂ—
loving [@ll; which was refarad © the Comittee on Energy and Commerce

A BILL

To amend the Natural Gas Policy Act of 1978 to impose a

moratorium on price increases.

1 Be itenacted by the Senate and House of Representa-
2 tives of the United States of America in Congress :

3 That (a) subtitle A of title | 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 “(@) Price Freeze — 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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“(b) Price Freeze on Natural Gas Not Covered
by Wellhead Price Controls.— Notwithstanding any
other provision of law, the maximum lawful price from Janu-
ary 6, 1983, through January 1, 1985, for any first sale of
natural gas from a well the surface drilling of which began
prior to January 6, 1983, and for which there was no appli-
cable maximum lawful price on October 1, 1982, solely by
reason of the elimination of price controls pursuant to subtitle
B of title I of this Act shall be the contract price specified for
deliveries of such natural gas on October 1, 1982: Provided,
however, That if there was no contract price specified for
deliveries of such natural gas on such date, the maximum
lawful price shall be the average of the prices paid on Octo-
ber 1, 1982, for deliveries of natural gas from the three near-
est wells by surface location for which there similarly was no
applicable maximum lawful price on October 1, 1982.

“(c) Expiration of Price Freeze.—Following the
expiration of the price freeze imposed by this section, the
maximum lawful price for any first sale of natural gas on
October 1, 1982, shall increase from the October 1, 1982,
level at the rate specified by this Act for that category of
natural gas.”.

(b) Extension of Price Controls.— Section 121 of

the Act is amended to read as follows: “January 1, 1985”,
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becomes “January 1, 1987”, and “July 1, 1987”, becomes
“July 1, 1989”.

(c) Extension of Standby Authority.— Section
122 of the Act is amended to read as follows: “July 1,
1985”, becomes “July 1, 1987”; “June 30, 1987”, becomes
“June 30, 1989”; “May 31, 1985”, becomes “May 31,
1987”.

(d) Extension of Report Date.— Section 123 of
the Act is amended to read as follows: “July 1, 1984”, be-
comes “July 1, 1986”; “January 1, 1985”, becomes “Janu-

ary 1, 1987".
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1st Session H . R . 6 1 9

To amend tte Natural Gas Folicy Act of 1978 1o inpose a freeze on retural ges
[rice Inoressss.

IN THE HOUSE OF REPRESENTATIVES

January 6, 1983

M’- Kastenmeier inﬂ‘di,[ﬂjﬂ‘E'lb"ONirgﬁ“;V\hid’lV\BS I’Eferl’HjTDﬂ'E
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 itenacted 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 Section 1. (@) Price Freeze — 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. 1m11. PRICE FREEZE ON NATURAL GAS.

8 ‘(@) Price Freeze — 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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shall be the maximum lawful price applicable to deliveries
under such contract on October 1, 1982.

“@ Price Freeze on Natural Gas Not Covered
by Wellhead Price Controls — Notwithstanding any
other provision of law, in the case of any natural gas for
which there was no applicable lawful price for deliveries on
October 1, 1982, the maximum lawful price applicable to any
first sale of natural gas delivered after January 6, 1983, shall
be—

“(1) the contract price specified for deliveries of
such natural gas on October 1, 1982, or

“(2) if there was no contract price specified for
deliveries of such natural gas on such date, the aver-
age of the prices paid on October 1, 1982, for deliv-
eries of natural gas from the three nearest wells (meas-
ured by surface location) for which there similarly was

no applicable maximum lawful price on October 1,

1982.”.

(b) Crerical Amendment — The table of contents for
such Act is amended by inserting after the item relating to

section 110 the following new item:

“Sec. 111. Price freeze on ratural ges.”.
CONTINUATION OF PRICE CONTROLS
Sec. 2. (a) Subtitle B of title 1 of the Natural Gas
Policy Act of 1978 (relating to decontrol of certain natural

gas prices) is repealed.
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(b)(1) The table of contents for such Act is amended by
striking out the item relating to subtitle A and the items
relating to subtitle B and the sections therein.

(2) Title I of such Act is amended by striking out the
heading for subtitle A.

(3) Section 101(b)(9) of such Act is amended to read as
follows:

“(9) Effect on contract price.—In the case
of any price which is established under any contract for
the first sale of natural gas and which does not exceed
the applicable maximum lawful price under this title,
such maximum lawful price shall not supersede or nul-
lify the effectiveness of the price established under such
contract.” .

(4) Section 107(d) of such Act (42 U.S.C. 3317(d)) is
amended by striking out “and the provisions of subtitle B”.

(5) Section 507(a) of such Act (42 U.S.C. 3417(a)) is
amended to read as follows:

“(@ Application.— This section applies with respect
to any resolution of disapproval relating to incremental pric-
ing under section 202(c) or 206(d)(2).”.

(6) Section 507(c) of such Act (42 U.S.C. 3417(c)) is

amended by striking out “.— For purposes of” and all that
follows through “incremental pricing action” and in-

serting in lieu thereof “of disapproval of incremental
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4
pricing action”; and by striking out “paragraph” and in-
serting in lieu thereof “ subsection” .

(7) Section 601(b)(1)(A) of such Act (42 U.S.C.
3431(b)(1)A)) is amended by striking out “if—” and all that
follows through “Act.” and inserting in lieu thereof “if such
amount does not exceed the applicable maximum lawful price
established under title I of this Act.”.

@)
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98th CONGRESS H.R. 705

1st Session

To amend the Natural Gas Rolicy Act of 1978 to diarify tre definrtion of aouse
for purposes  of disgAlifying cartain ast pessthrogs o distributars ad
consurers of ratural gs.

IN THE HOUSE OF REPRESENTATIVES

January 6, 1083

M. Tauke (f]’hi’@lf, Mr. Evans OfIOI\a, M. Leach (fIO/\a, Mr. smith (f
IO/\a., Nr. Bedell, Mr. Harkin, |V|"- Daub, MS. Martin (fl“m W-
Bereuter,W.Winn,Nr-Nowak,adNr.Roberts) il’ll]‘(IimjﬂEﬂ—
loving @ll; which was refarrad © tte Comittee 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 itenacted 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 “Natural Gas

5 Consumer Protection Act”.
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2

2

DEFINITION OF ABUSE

Sec. 2. Section 2 of the Natural Gas Policy Act of

3 1978 (15 U.S.C. 3301) is amended by adding at the end

4 thereof the following:

5
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“(38) Abuse.— 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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greater than 50 percent of daily contract
guantity 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-



4

volved fail to allow the buyer to escape the con-
tract or to negotiate a new lower price if the nat-
ural gas is not marketable at the contract price.”.
MAXIMUM CONTRACT DURATION
Sec. 3. (a) Section 315(a)(1) of the Natural Gas Policy
Act of 1978 (15 U.S.C. 3375(a)(1)) is amended by inserting
“or maximum duration” after “minimum duration”.

O
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98th CONGRESS
=25 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 itenacted 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”.

6 FINDINGS AND PURPOSE
7 Sec. 2. (@) The Congress finds that—
8 (1) problems of market imbalance threaten the

9 natural gas industry;
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(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 existingcontracts) forlower-price natu-
ral gas; and

(2) by treating any failure by such pipeline compa-
nies to provide to their customers the least-costnatural
gas available under contract as if such failure were
“fraud, abuse, or similar grounds” for purposes of the

Natural Gas Policy Act of 1978.
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NATURAL GAS PURCHASE CONTRACTS DEEMED TO

INCLUDE VOLUME ADJUSTMENT OPTION

Sec. 3. (a)(1) Any contract for the first sale of natural
gas shall be deemed to include a volume adjustment option
(as defined in subsection (b)) with respect to any natural gas
the first sale delivery of which could occur pursuant to such
contract at any time after the effective date of this section
and before November 1, 1983.

(2) Such option shall be in addition to, and not in lieu of,
any other provision of such contract; except that such option
shall supersede any other provision of such contract to the
extent such other provision would prohibit or restrict the op-
eration of such option.

(b) For purposes of this section, the term *“volume ad-
justment option” means a contract provision under which the
purchaser may elect to refuse to take delivery under such
contract of any volume of natural gas (or portion thereof)
without incurring an obligation to pay any fee or charge with
respect to the natural gas not delivered pursuant to such
election.

(c) Subsection (a) shall only apply to natural gas pro-
duced in the United States (including the Outer Continental
Shelf).

(d) This section shall take effect beginning on the 15th

day after the date of the enactment of this Act.
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FAILURE BY A PIPELINE TO ACQUIRE THE LEAST-COST
NATURAL GAS UNDER CONTRACT CONSIDERED AS
FRAUD, ABUSE, OR SIMILAR GROUNDS FOR PURPOSES
OF FEDERAL ENERGY REGULATORY COMMISSION RE-
VIEWING PASSTHROUGH OF COSTS
Sec. 4. (a) Except as provided under subsection (c), the

purchase by any natural gas pipeline company of any natural

gas which is delivered on any day on or after the effective
date of this section and before November 1, 1983, at an ex-
cessive price shall be considered as fraud, abuse, or similar
grounds for purposes of section 601(c)(2) of the Natural Gas

Policy Act of 1978 (15 U.S.C. 3431(c)(2)).

(b) For purposes of subsection (a), the price of natural
gas delivered to any natural gas pipeline company on any day
shall be considered excessive if that price exceeds the price of
any other natural gas not delivered to such pipeline company
on that day but which could have been acquired by such pipe-
line company for delivery on that day under any contract to
which the pipeline company is a party. Any modification of
such contract after December 6, 1982, shall not be taken into
account for purposes of the preceding sentence to the extent
such modification results in a higher price, lower delivered
volume, or earlier termination of such contract than would
otherwise occur under the terms of such contract as they

were in effect December 6, 1982.
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(c) Subsection (a) shall not apply to the acquisition of
any natural gas if—

(1) such acquisition is determined by the Federal
Energy Regulatory Commission to be justified because
of field drainage requirements, because of peak-shaving
demands of any pipeline, local distribution company, or
end-user, or because of similar reasons; and

(2) a filing for such exception is included with the
first filing made by such company under section 5(a) of
this Act.

(d) This section shall take effect beginning on the fif-
teenth day after the date of the enactment of this Act.

MODIFICATION OF COSTS UNDER PURCHASED GAS

ADJUSTMENT CLAUSE

Sec. 5. (a) Within fifteen days after the date of the en-
actment of this Act, and monthly thereafter, each natural gas
pipeline company shall file with the Federal Energy Regula-
tory Commission—

(1) a statement explaining how such pipeline com-
pany has used and will use the contract rights availa-
ble under section 3, as well as other steps it has taken
and proposes to take, to achieve the lowest possible
weighted average acquisition cost of natural gas; and

(2) a modification of the costs to be recovered by

such pipeline under a purchased gas adjustment clause,
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if the weighted average acquisition cost of natural gas

by such pipeline company is lower by reason of the ex-

ercise of the contract rights available under section 3

or other steps taken by such pipeline company.

(b) Any modification made under subsection (a)(2) shall
take effect on and after the date it is filed.

(c) The filings made under this section shall specify,
with respect to each contract under which the pipeline com-
pany can acquire natural gas during the period covered by
section 3—

(1) the parties to such contract;

(2) the volumes subject to such contract;

(3) the price or prices for the natural gas subject
to such contract; and

(4) the point of delivery under such contract.

DEFINITIONS

Sec. 6. For the purposes of this Act—

(1) the term “natural gas pipeline company”
means a natural-gas company, as defined in section
2(6) of the Natural Gas Act;

(2) the terms “first sale”, “deliver”, and “Outer
Continental Shelf” have the meanings given such

terms by the Natural Gas Policy Act of 1978; and
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(3) the term *“purchased gas adjustment clause”
has the meaning given such term under regulations
issued under the Natural Gas Act.

O
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98th CONGRESS H R 8 2 7
1ST Session " "

To amend tte Natural Gas Rolicy Act of 1978 to prdhiort erforcament of de-ar-

pay classs n antrects far retural gs.

IN THE HOUSE OF REPRESENTATIVES

January 25, 1983

M. LaFaice Introdlced the follovrg Gill; which was refarrad to the Comittee

To

10

on Energy and Commerce

A BILL

amend the Natural Gas Policy Act of 1978 to prohibit
enforcement of take-or-pay clauses in contracts for natural

gas.

Be itenacted by the Senate and House of
tives of the United States of America in Congress assembled,
That the Natural Gas Policy Act of 1978 (15 U.S.C. 3301
and following) is amended by inserting after section 315 the
following new section:

“SEC. 316. TAKE-OR-PAY CLAUSES.

“(@) General Rule.—Any take-or-pay clause of any
contract which applies to the first sale of natural gas or any
subsequent sale of natural gas is hereby declared to be

against public policy and unenforceable.
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“(b) Take-or-Pay Clause Defined.—As used in
this section, the term ‘take-or-pay clause' means any contract
provision which requires payment for the minimum quantity
of natural gas contracted for under the contract in the event
the purchaser fails to take delivery.”.

Sec. 2. The table of contents for such Act is amended
by inserting after the item relating to section 315 the follow-

ing new item:

“Sec. 316. Take-or-pay classs.
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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 (fU' himelf, Mr. Edgar, Mr. Horton, Mr. Conte, Mrs.
Schneider, Mr. Wolpe, Mr. Walgren, Ms. Mikulski, Ms. Oakar, Mr.
Harkin, Mr. Seiberling, Mr. Eckart, Mr. Boland, Mr. Bedell, Mr.
Roth, Mr. Wortley, Mr. Mitchell, Mr. Vento, Mrs. Martin of Illiis,
Mr. Rinaldo, Mr. Long of Maryland, Mr. McHugh, Mrs. Collins, Mr.
Winn, Mr. Nowak, Mr. Frank, Mr. Minish, Mr. Applegate, Mr. Leach
of lona, Mr. Kastenmeier, Mr. Bereuter, Mr. Regula, Mr. Gaydos,
Mr. Ford of Michigan, Mr. Giilman, 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. Ciringer, and Mr. Wise) introduced the folloving hill;
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 itenacted bythe Senate and House
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. (@) 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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(2) by treating any failure by such pipeline compa-
nies to provide to their customers the least-cost natural
gas available under contract as if such failure were

“fraud, abuse, or similar grounds” for purposes of the

Natural Gas Policy Act of 1978.

NATURAL GAS PURCHASE CONTRACTS DEEMED TO

INCLUDE VOLUME ADJUSTMENT OPTION

Sec. 3. (8)(1) Any contract for the first sale of natural
gas shall be deemed to include a volume adjustment option
(as defined in subsection (b)) with respect to any natural gas
the first sale delivery of which could occur pursuant to such
contract at any time after the effective date of this section
and before November 1, 1983.

(2) Such option shall be in addition to, and not in lieu of,
any other provision of such contract; except that such option
shall supersede any other provision of such contract to the
extent such other provision would prohibit or restrict the op-
eration of such option.

(b) For purposes of this section, the term “volume ad-
justment option” means a contract provision under which the
purchaser may elect to refuse to take delivery under such
contract of any volume of natural gas (or portion thereof)
without incurring an obligation to pay any fee or charge with
respect to the natural gas not delivered pursuant to such

election.
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(c) Subsection (a) shall only apply to natural gas pro-
duced in the United States (including the Outer Continental
Shelf).

(d) This section shall take effect beginning on the 15th
day after the date of the enactment of this Act.

FAILURE BY A PIPELINE TO ACQUIRE THE LEAST-COST
NATURAL GAS UNDER CONTRACT CONSIDERED AS
FRAUD, ABUSE, OR SIMILAR GROUNDS FOR PURPOSES
OF FEDERAL ENERGY REGULATORY COMMISSION RE-
VIEWING PASSTHROUGH OF COSTS
Sec. 4. (a) Except as provided under subsection (c), the

purchase by any natural gas pipeline company of any natural

gas which is delivered on any day on or after the effective
date of this section and before November 1, 1983, at an ex-
cessive price shall be considered as fraud, abuse, or similar
grounds for purposes of section 601(c)(2) of the Natural Gas

Policy Act of 1978 (15 U.S.C. 3431(c)(2)).

(b) For purposes of subsection (a), the price of natural
gas delivered to any natural gas pipeline company on any day
shall be considered excessive if that price exceeds the price of
any other natural gas not delivered to such pipeline company
on that day but which could have been acquired by such pipe-
line company for delivery on that day under any contract to
which the pipeline company is a party. Any modification of

such contract after December 6, 1982, shall not be taken into
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account for purposes of the preceding sentence to the extent
such modification results in a higher price, lower delivered
volume, or earlier termination of such contract than would
otherwise occur under the terms of such contract as they
were in effect December 6, 1982.
(c) Subsection (a) shall not apply to the acquisition of
any natural gas if—
(1) such acquisition is determined by the Federal
Energy Regulatory Commission to be justified because
of field drainage requirements, because of peak-shaving
demands of any pipeline, local distribution company, or
end-user, or because of similar reasons; and
(2) a filing for such exception is included with the
first filing made by such company under section 5(a) of
this Act.
(d) This section shall take effect beginning on the fif-
teenth day after the date of the enactment of this Act.
MODIFICATION OF COSTS UNDER PURCHASED GAS
ADJUSTMENT CLAUSE
Sec. 5. (a) Within fifteen days after the date of the en-
actment of this Act, and monthly thereafter, each natural gas
pipeline company shall file with the Federal Energy Regula-
tory Commission—
(1) a statement explaining how such pipeline com-

pany has used and will use the contract rights availa-
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ble under section 3, as well as other steps it has taken

and proposes to take, to achieve the lowest possible

weighted average acquisition cost of natural gas; and

(2) a modification of the costs to be recovered by
such pipeline under a purchased gas adjustment clause,
if the weighted average acquisition cost of natural gas
by such pipeline company is lower by reason of the ex-

ercise of the contract rights available under section 3

or other steps taken by such pipeline company.

(b) Any modification made under subsection (a)(2) shall
take effect on and after the date it is filed.

(c) The filings made under this section shall specify,
with respect to each contract under which the pipeline com-
pany can acquire natural gas during the period covered by
section 3—

(1) the parties to such contract;
(2) the volumes subject to such contract;
(3) the price or prices for the natural gas subject
to such contract; and
(4) the point of delivery under such contract.
DEFINITIONS

Sec. 6. For the purposes of this Act—

(1) the term “natural gas pipeline company”
means a natural-gas company, as defined in section

2(6) of the Natural Gas Act;

HR 873 IH
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(2) the terms “first sale”, “deliver”, and “Outer
Continental Shelf” have the meanings given such
terms by the Natural Gas Policy Act of 1978; and

(3) the term “purchased gas adjustment clause”
has the meaning given such term under regulations
issued under the Natural Gas Act.

O
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98th CONGRESS
L2 H.R. 909
[ ] [ ]

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

o a 2 W N R

© o0

10
11

12

on Energy and Commerce

A BILL

To freeze natural gas prices.

Be ittnacted by the Senate and House of
livesof the United States of America in Congress assembled,
That (a) subtitle A of title | of the Natural Gas Policy Act of
1978 is amended by adding at the end thereof the following:
“SEC. 111. PRICE FREEZE ON NATURAL CAS.

"(@) Price Freeze — Notwithstanding any other pro-
vision of law, the maximum lawful price applicable to any
first sale of any natural gas from January 25, 1983, through
January 1, 1985, shall be the maximum lawful price applica-
ble to such sale on September 1, 1982.

“®@) Price Freeze on Natural Gas Not Covered

by W ellhead Price Controls — Notwithstanding any
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other provision of law, the maximum lawful price from Janu-
ary 25, 1983, through January 1, 1985, for any first sale of
natural gas from a well the surface drilling of which began
prior to January 25, 1983, and for which there was no appli-
cable maximum lawful price on September 1, 1982, solely by
reason of the elimination of price controls pursuant to subtitle
B of title 1 of this Act shall be the contract price specified for

deliveries of such natural gas on September 1, 1982: Pro-

vided, wThat if there was no contract price specified

for deliveries of such natural gas on such date, the maximum
lawful price shall be the average of the prices paid on Sep-
tember 1, 1982, for deliveries of natural gas from the three
nearest wells bv surface location for which there similarly
was no applicable maximum lawful price on September 1,
1982.

“(c) Expiration of Price Freeze.— Following the
expiration of the price freeze imposed by this section, the
maximum lawful price for any first sale of natural gas on
September 1, 1982, shall increase from the September 1,
1982, level at the rate specified by this Act for that category
of natural gas.”.

(b) Extension of Price Controls.— Section 121 of
the Act is amended to read as follows: “January 1, 1985,”
becomes “January 1, 1987,” and “July 1, 1987,” becomes

“July 1, 1989,”.
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() Extension of Standby Authority.— Section
122 of the Act is amended to read as follows: “July 1,
1985,” becomes “July 1, 1987,” “June 30, 1987,” becomes
“June 30, 1989,” and “May 31, 1985,” becomes “May 31,
1987,”.

(d) Extension of Report Date.—Section 123 of
the Act is amended to read as follows: “July 1, 1984,” be-
comes “July 1, 1980,” and “January 1, 1985,” becomes

“January 1, 1987,”.
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98th CONGRESS
L2 HLUR. 910

To amend the Natural Gas Rolicy Act of 1978 1o cefire douse far purposss of

determining whether pessthrougs of anounts aid © nastate pielies far
retural ges sould be danied, and to deny pesstivougs 10 inerstaie pipelires
far actias which are Inprucent.

IN THE HOUSE OF REPRESENTATIVES
January 5, 1983

Mr. voikmer introclced the follomrg Gll; which was referrad o the Committee

To

an Energy and Commerce

A BILL

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.

Be itenacted by the Senate and House of
tives of the United States of America in Congress assembled,
That (a) paragraph (2) of section 601(c) of the Natural Gas
Policy Act of 1978 (relating to guaranteed passthrough; re-
covery of just and reasonable prices paid) is amended by
striking out “or similar grounds.” at the end thereof and in-

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) Abuse and Imprudence Defined —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—

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

“(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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tiate a new lower price if the natural gas is not
marketable at the contract price, and
“(2) the term ‘imprudence’ includes any action
which—
“(A) is not in the public interest, or
“(B) materially prevents a pipeline from re-
sponding to changes in customer demands or
other relevant market factors.”.
(c) The amendments made by subsections (a) and (b)
shall apply after the date of the enactment of this Act.

O
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98th CONGRESS
sesesson |, R, 1359

To amend the Natural Gas Policy Act to eliminate authority under such Act to

Mr.

To

increase ceiling prices of natural gas higher than the maximum lavful price if
just and reasoneble.

IN THE HOUSE OF REPRESENTATIVES

February 8, 1983

Skelton Introduced the folloving kill; which was referred © the Committee
on Energy and Commerce

A BILL

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.

Be itenacted by the Senate and House of
tives of the United States of America in Congress
That (a) section 104(b) of the Natural Gas Policy Act of
1978 (15 U.S.C. 3314(b)) is amended to read as follows:
“b) Maximum Lawful Price~ The maximum
lawful price under this section for any month shall be the

higher of—



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

2

“(1)(A) the just and reasonable rate per million

Btu's, established by the Commission which was (or

would have been) applicable to the first sale of such

natural gas on April 20, 1977, in the case of April

1977, and

“(B) in the case of any month thereafter, the
maximum lawful price, per million Btu’'s, prescribed
under this subparagraph for the preceding month multi-
plied by the monthly equivalent of the annual inflation
adjustment factor applicable for such month, or

“(2) any just and reasonable rate which was es-
tablished by the Commission after April 27, 1977, and
before the date of the enactment of this Act and which
is applicable tosuchnatural gas.”.

(b) Section 106 of the Natural Gas Policy Act of 1978
(15U.S.C. 3316) is amended by striking out all of subsection
(©).

(c) Section 109(b) of the Natural Gas Policy Act of
1978 (15 U.S.C. 3319(b)) is amended to read as follows:

“(b) Maximum Lawful Price— The maximum
lawful price under this section for any month shall be—

“(1) $1.45 per million Btu’'s, in the case of April

1977; and

“(2) in the case of any month thereafter, the

maximumlawful price, per million Btu’s, prescribed

HR 1359 IH
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under this paragraph for the preceding month multi-
plied by the monthly equivalent of the annual inflation
adjustment factor applicable for such month.”.

@)
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To amend the Natural Gas Folicy Act of 1978 1o provice far araruatdan of price
antrols beyond 1985, to elimirate tre mothly indexing of wellheed retural
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IN THE HOUSE OF REPRESENTATIVES

February ]O, 1983

Mr. Young OFMissourt introcliod the follovirg @ill; which was refarrad o tte
Camittee 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 bythe 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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flation, and jeopardize the ability of State and local

governments to acquire supplies of natural gas neces-

sary for vital public services; and

(6) higher natural gas prices which have occurred
under such Act have proved adequate to stimulate in-
creased drilling activity and production of natural gas.

(b) It is the purpose of this Act to provide for stability in
natural gas markets by maintaining in effect the maximum
lawful prices for natural gas established under the Natural
Gas Policy Act of 1978, and to authorize the Federal Energy
Regulatory Commission to grant cost-based price adjust-
ments of such maximum prices.

CONTINUATION OF PRICE CONTROLS

Sec. 3. (@) Subject to section 6(a) (relating to certain
previously decontrolled high-cost natural gas), subtitle B of
title |1 of the Natural Gas Policy Act of 1978 (relating to
decontrol of certain natural gas prices) is repealed.

(b)(1) The table of contents for such Act is amended by
striking out the item relating to subtitle A and the items
relating to subtitle B and the sections therein.

(2) Title 1 of such Act is amended by striking out the
heading for subtitle A.

(3) Section 101(b)(9) of such Act is amended to read as

follows:

HR 1422 IH
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“(9) Effect on contract price.—In the case
of any price which is established under any contract for
the first sale of natural gas and which does not exceed
the applicable maximum lawful price under this title,
such maximum lawful price shall not supersede or nul-
lify the effectiveness of the price established under such
contract.” .

(4) Section 107(d) of such Act (42 U.S.C. 3317(d)) is
amended by striking out “and the provisions of subtitle B”.

(5) Section 507(a) of such Act (42 U.S.C. 3417(a)) is
amended to read as follows:

“(@) Application.— This section applies with respect
to any resolution of disapproval relating to incremental pric-
ing under section 202(c) or 206(d)(2).”.

(6) Section 507(c) of such Act (42 U.S.C. 3417(c)) is
amended by striking out “.— For purposes of” and all that
follows through “incremental pricing action” and in-
serting in lieu thereof “of disapproval of incremental
pricing action”; and by striking out “paragraph” and in-
serting in lieu thereof “ subsection”.

(7) Section 601(b)(1)(A) of such Act (42 U.S.C.
3431(b)(1)(A)) is amended by striking out “if—” and all that
follows through “Act.” and inserting in lieu thereof *if such
amount does not exceed the applicable maximum lawful price

established under title | of this Act.”.
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ELIMINATION OF AUTOMATIC INDEXING

Sec. 4. (a)(1) Section 101 of the Natural Gas Policy
Act of 1978 (15 U.S.C. 3311) is amended by striking out
subsection (a), relating to the inflation adjustment factor.

(2) The section heading for such section 101 is amended
by striking out “inflation adjustment; other”.

(3) The item in the table of sections relating to section
101 is amended by striking out “ Inflation adjustment; other” .

(b)(1) Subsection (b) of each of the sections specified in
paragraph (2) is amended to read as follows:

“(b) Maximum Lawful Price.— Subject to section
101(a)(1), the maximum lawful price, per million Btu’s, under
this section for any month beginning on or after the effective
date of the Natural Gas Fair Pricing Act shall be the maxi-
mum lawful price, per million Btu’'s, prescribed under this
subsection for the preceding month.”

(2) The sections specified in this paragraph are—

(A) section 102 of such Act (15 U.S.C. 3312), re-
lating to new natural gas and certain other natural
gas;

(B) section 103 of such Act (15 U.S.C. 3313), re-
lating to new, onshore production wells and post-1984
production from wells five thousand feet or less in

depth;
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(C) section 104 of such Act (15 U.S.C. 3314), re-
lating to natural gas dedicated to interstate commerce;

(D) section 105 of such Act (15 U.S.C. 3315), re-
lating to natural gas sold under existing intrastate con-
tracts; and

(E) section 109 of such Act (15 U.S.C. 3319), re-
lating to other categories of natural gas.

(c) Section 106(a) of such Act (15 U.S.C. 3316(a)), re-
lating to sales under interstate rollover contracts, is amended
by striking out “shall be the higher of— ” and all that follows
and inserting in lieu thereof the following: “shall, subject to
section 101(a)(1), be the maximum lawful price, per million
Btu's, prescribed under this subsection for such natural gas
for the month preceding the effective date of the Natural Gas
Fair Pricing Act.".

(d) Section 106(b) of such Act (15 U.S.C. 3316(b)), re-
lating to sales under intrastate rollover contracts, is amended
to read as follows:

“(b) Intrastate Rollover Contracts.—In the
case of any first sale under any rollover contract of natural
gas which was not committed or dedicated to interstate com-
merce on the day before the date of the enactment of this
Act, the maximum lawful price under this subsection for such
natural gas delivered during any month shall, subject to sec-

tion 101(a)(1), be the maximum lawful price, per million

HR 1422 IH
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Btu’s, prescribed under this subsection for such natural gas
for the month preceding the effective date of the Natural Gas
Fair Pricing Act.".

(e) Section 107(b) of such Act (15 U.S.C. 3317(b)), re-
lating to certain high-cost natural gas, is amended to read as
follows:

“(b) Categories of High-Cost Natural Gas De-
scribed in Section 107(c)(5).— In the case of any first sale
of any category of high-cost natural gas described in section
107(c)(5), the maximum lawful price under this subsection for
such natural gas delivered during any month shall, subject to
section 101(a)(1), be the maximum lawful price, per million
Btu’s, prescribed under this subsection for such category of
natural gas for the month preceding the effective date of the
Natural Gas Fair Pricing Act.”.

(9 Section 108(a) of such Act (15 U.S.C. 3318(a)), re-
lating to stripper well natural gas, is amended to read as
follows:

“(a) General Rule.— In the case of any first sale of
stripper well natural gas, subject to section 101(a)(1), the
maximum lawful price, per million Btu’s, under this section
for any month beginning on or after the effective date of the
Natural Gas Fair Pricing Act shall be the maximum lawful
price, per million Btu's, prescribed under this section for the

preceding month.” .

HR 1422 IH
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COMMISSION MAY PERMIT JUST AND REASONABLE
INCREASES TO CEILING PRICES

Sec. 5. (a) Section 101 of the Natural Gas Policy Act of
1978 (15 U.S.C. 3311), as amended by section 3, is further
amended by inserting before subsection (b) the following new
subsection:

“(@) Just and Reasonable Increases to Ceiling
Prices Permitted.—

“(1) General rule.— The Commission may, by
rule, prescribe an increase to the maximum lawful
price applicable to any category of natural gas under
this subtitle if the Commission determines in such rule
that such increase is just and reasonable within the
meaning of the Natural Gas Act (except as provided in
paragraph (3)(C)) and is based upon increases which
have occurred in the costs of production for the catego-
ry of natural gas involved.

“(2) New high-cost natural gas described
in section 107(c)(1)—4).— The Commission shall, by
rule, prescribe a maximum lawful price to be applicable
under section 107(a) for each category of high-cost nat-
ural gas described in section 107(c) (1), (2), (3), or (4).
Such maximum lawful price shall be just and reason-
able within the meaning of the Natural Gas Act

(except as provided in paragraph (3)(C)) and be based

HR 1422 IH
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“(8) 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—

HR 1422 1H



10
11

12

13
14
15
16
17
18
19
20
21
22
23
24

25

10

“(i) shall identify the particular items
which will be used for determining costs of
production, and

“(if) 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

Sec. 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

HR 1422 IH
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107(c) (1), (2), (3), or (4), and produced from a well the sur-
face drilling of which commenced after the date of the enact-
ment of the Natural Gas Fair Pricing Act, the maximum
lawful price under this subsection for any first sale of such
natural gas delivered during any month shall be, subject to
section 101(a)(1), the maximum lawful price, per million

Btu’s, prescribed under section 101(a)(2) for such category of

natural gas.”.
(c) Section 107(c)(5) of such Act (15 U.S.C. 3317(c)),
relating to determinations of additional categories of high-

cost natural gas, is amended by inserting “, prior to the date
of the enactment of the Natural Gas Fair Pricing Act,” after
““the Commission determines” .
PRODUCTION-BELATED COSTS PERMITTED ON CASE-BY-
CASE BASIS

Sec. 7. Section 110(a)(2) of such Act (15 U.S.C.
3320(a)(2)), relating to adjustment to ceiling price for produc-
tion-related costs, is amended by inserting after “allowed for,
by rule or order, by the Commission” the following: “pursu-
ant to a petition filed with the Commission by such seller”.

EFFECTIVE DATE

Sec. 8. (&) The amendments made by this Act shall take
effect as of the first day of the first calendar month beginning
more than thirty days after the date of the enactment of this

Act.
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(b) Such amendments shall apply with respect to any
first sale (within the meaning of the Natural Gas Policy Act
of 1978) of natural gas delivered on or after the effective date
under subsection (a), without regard to the date of the sale or

the date of the contract under which the sale occurs.

O
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