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PETROLEUM MARKETING PRACTICES ACT

PuBLICc LAw 95-297

AN ACT To provide for the protection of franchised distributors and retailers of
motor fuel and to encourage conservation of automotive gasoline and competition
in the marketing of such gasoline by requiring that information regarding the oc-
tane rating of automotive gasoline be disclosed to consumers.

Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled, That this Act may

be cited as the “Petroleum Marketing Practices Act”.

[15 U.S.C. 2801 note]
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TITLE I—FRANCHISE PROTECTION
DEFINITIONS

SEcC. 101. As used in this title:
(1)(A) The term “franchise” means any contract—
(1) between a refiner and a distributor,
(i1) between a refiner and a retailer,
(iii) between a distributor and another distributor, or
(iv) between a distributor and a retailer,
under which a refiner or distributor (as the case may be) author-
izes or permits a retailer or distributor to use, in connection with
the sale, consignment, or distribution of motor fuel, a trademark
which is owned or controlled by such refiner or by a refiner which
supplies motor fuel to the distributor which authorizes or permits
such use.
(B) The term “franchise” includes—

1Entry to the table of contents does not conform with the section heading.
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Sec. 101 PETROLEUM MARKETING PRACTICES ACT 6

(i) any contract under which a retailer or distributor (as
the case may be) is authorized or permitted to occupy leased
marketing premises, which premises are to be employed in con-
nection with the sale, consignment, or distribution of motor
fuel under a trademark which is owned or controlled by such
refiner or by a refiner which supplies motor fuel to the dis-
tributor which authorizes or permits such occupancy;

(i1) any contract pertaining to the supply of motor fuel
which is to be sold, consigned or distributed—

(I) under a trademark owned or controlled by a re-
finer; or
(IT) under a contract which has existed continuously

since May 15, 1973, and pursuant to which, on May 15,

1973, motor fuel was sold, consigned or distributed under

a t(ri'ademark owned or controlled on such date by a refiner;

an

(iii) the unexpired portion of any franchise, as defined by
the preceding provisions of this paragraph, which is trans-
ferred or assigned as authorized by the provisions of such fran-
chise or by any applicable provision of State law which permits
such transfer or assignment without regard to any provision of
the franchise.

(2) The term “franchise relationship” means the respective
motor fuel marketing or distribution obligations and responsibil-
ities of a franchisor and a franchisee which result from the mar-
keting of motor fuel under a franchise.

(3) The term “franchisor” means a refiner or distributor (as the
case may be) who authorizes or permits, under a franchise, a re-
tailer or distributor to use a trademark in connection with the sale,
consignment, or distribution of motor fuel.

(4) The term “franchisee” means a retailer or distributor (as
the case may be) who is authorized or permitted, under a franchise,
to use a trademark in connection with the sale, consignment, or
distribution of motor fuel.

(5) The term “refiner” means any person engaged in the refin-
ing of crude oil to produce motor fuel, and includes any affiliate of
such person.

(6) The term “distributor” means any person, including any af-
filiate of such person, who—

(A) purchases motor fuel for sale, consignment, or distribu-
tion to another; or

(B) receives motor fuel on consignment for consignment or
distribution to his own motor fuel accounts or to accounts of
his supplier, but shall not include a person who is an employee
of, or merely serves as a common carrier providing transpor-
tation service for, such supplier.

(7) The term “retailer” means any person who purchases motor
fuel for sale to the general public for ultimate consumption.

(8) The term “marketing premises” means, in the case of any
franchise, premises which, under such franchise, are to be em-
ployed by the franchisee in connection with the sale, consignment,
or distribution of motor fuel.

(9) The term “leased marketing premises” means marketing
premises owned, leased, or in any way controlled by a franchisor
and which the franchisee is authorized or permitted, under the
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franchise, to employ in connection with the sale, consignment, or
distribution of motor fuel.

(10) The term “contract” means any oral or written agreement.
For supply purposes, delivery levels during the same month of the
previous year shall be prima facie evidence of an agreement to de-
liver such levels.

(11) The term “trademark” means any trademark, trade name,
service mark, or other identifying symbol or name.

(12) The term “motor fuel” means gasoline and diesel fuel of
a type distributed for use as a fuel in self-propelled vehicles de-
signed primarily for use on public streets, roads, and highways.

(13) The term “failure” does not include—

(A) any failure which is only technical or unimportant to
the franchise relationship;
(B) any failure for a cause beyond the reasonable control
of the franchisee; or
(C)1 any failure based on a provision of the franchise
which is illegal or unenforceable under the law of any
State (or subdivision thereof).

(14) The terms “fail to renew” and “nonrenewal” mean, with re-
spect to any franchise relationship, a failure to reinstate, continue,
or extend the franchise relationship—

(A) at the conclusion of the term, or on the expiration date,
stated in the relevant franchise;

(B) at any time, in the case of the relevant franchise which
does not state a term of duration or an expiration date; or

(C) following a termination (on or after the date of enact-
ment of this Act) of the relevant franchise which was entered
into prior to such date of enactment and has not been renewed
after such date.

(15) The term “affiliate” means any person who (other than by
means of a franchise) controls, is controlled by, or is under common
control with, any other person.

(16) The term “relevant geographic market area” includes a
State or a standard metropolitan statistical area as periodically es-
tablished by the Office of Management and Budget.

(17) The term “termination” includes cancellation.

(18) The term “commerce” means any trade, traffic, transpor-
tation, exchange, or other commerce—

(A) between any State and any place outside of such State;
or
(B) which affects any trade, transportation, exchange, or

other commerce described in subparagraph (A).

(19) The term “State” means any State of the United States,
the District of Columbia, the Commonwealth of Puerto Rico, the
Virgin Islands, American Samoa, Guam, and any other common-
wealth, territory, or possession of the United States.

[15 U.S.C. 2801]
FRANCHISE RELATIONSHIP; TERMINATION AND NONRENEWAL

SEC. 102. (a) Except as provided in subsection (b) and section
103, no franchisor engaged in the sale, consignment, or distribution
of motor fuel in commerce may—

1S0 in law; indentation is wrong.
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(1) terminate any franchise (entered into or renewed on or
after the date of enactment of this Act) prior to the conclusion
of the term, or the expiration date, stated in the franchise; or

(2) fail to renew any franchise relationship (without regard
to the date on which the relevant franchise was entered into
or renewed).

(b)(1) Any franchisor may terminate any franchise (entered
into or renewed on or after the date of enactment of this Act) or
may fail to renew any franchise relationship, if—

d(A) the notification requirements of section 104 are met;
an

(B) such terminaton is based upon a ground described in
paragraph (2) or such nonrenewal is based upon a ground de-
scribed in paragraph (2) or (3).

(2) For purposes of this subsection, the following are grounds
for termination of a franchise or nonrenewal of a franchise relation-
ship:

(A) A failure by the franchisee to comply with any provi-
sion of the franchise, which provision is both reasonable and
of material significance to the franchise relationship, if the
franchisor first acquired actual or constructive knowledge of
such failure—

(i) not more than 120 days prior to the date on which
notification of termination or nonrenewal is given, if notifi-
cation is given pursuant to section 104(a); or

(i1) not more than 60 days prior to the date on which
notification of termination or nonrenewal is given, if less
than 90 days notification is given pursuant to section
104(b)(1).

(B) A failure by the franchisee to exert good faith efforts
to carry out the provisions of the franchise, if—

(i) the franchisee was apprised by the franchisor in
writing of such failure and was afforded a reasonable op-
portunity to exert good faith efforts to carry out such pro-
visions; and

(i1) such failure thereafter continued within the period
which began not more than 180 days before the date notifi-
cation of termination or nonrenewal was given pursuant to
section 104.

(C) The occurrence of an event which is relevant to the
franchise relationship and as a result of which termination of
the franchise or nonrenewal of the franchise relationship is
reasonable, if such event occurs during the period the franchise
is in effect and the franchisor first acquired actual or construc-
tive knowledge of such occurrence—

(i) not more than 120 days prior to the date on which
notification of termination or nonrenewal is given, if notifi-
cation is given pursuant to section 104(a); or

(i1) not more than 60 days prior to the date on which
notification of termination or nonrenewal is given, if less
than 90 days notification is given pursuant to section
104(b)(1).

(D) An agreement, in writing, between the franchisor and
the franchisee to terminate the franchise or not to renew the
franchise relationship, if—
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(i) such agreement is entered into not more than 180
days prior to the date of such termination or, in the case
of nonrenewal, not more than 180 days prior to the conclu-
sﬁ)n of the term, or the expiration date, stated in the fran-
chise;

(i1) the franchisee is promptly provided with a copy of
such agreement, together with the summary statement de-
scribed in section 104(d); and

(iii) within 7 days after the date on which the
franchisee is provided a copy of such agreement, the
franchisee has not posted by certified mail a written notice
to the franchisor repudiating such agreement.

(E) In the case of any franchise entered into prior to the
date of the enactment of this Act and in the case of any fran-
chise entered into or renewed on or after such date (the term
of which is 3 years or longer, or with respect to which the
franchisee was offered a term of 3 years or longer), a deter-
mination made by the franchisor in good faith and in the nor-
mal course of business to withdraw from the marketing of
motor fuel through retail outlets in the relevent geographic
market area in which the marketing premises are located, if—

(1) such determination—

(I) was made after the date such franchise was en-
tered into or renewed, and

(IT) was based upon the occurrence of changes in
relevant facts and circumstances after such date;

(i) the termination or nonrenewal is not for the pur-
pose of converting the premises, which are the subject of
the franchise, to operation by employees or agents of the
franchisor for such franchisor’s own account; and

(ii1) in the case of leased marketing premises—

(I) the franchisor, during the 180-day period after
notification was given pursuant to section 104, either
made a bona fide offer to sell, transfer, or assign to
the franchisee such franchisor’s interests in such
premises, or, if applicable, offered the franchisee a
right of first refusal of at least 45 days duration of an
offer, made by another, to purchase such franchisor’s
interest in such premises; or

(II) in the case of the sale, transfer, or assignment
to another person of the franchisor’s interest in such
premises in connection with the sale, transfer, or as-
signment to such other person of the franchisor’s in-
terest in one or more other marketing premises, if
such other person offers, in good faith, a franchise to
the franchisee on terms and conditions which are not
discriminatory to the franchisee as compared to fran-
chises then currently being offered by such other per-
son or franchises then in effect and with respect to
which such other person is the franchisor.

(8) For purposes of this subsection, the following are grounds
for nonrenewal of a franchise relationship:

(A) The failure of the franchisor and the franchisee to
afgree to changes or additions to the provisions of the franchise,
1 —
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(i) such damages or additions are the result of deter-
minations made by the franchisor in good faith and in the
normal course of business; and

(i1) such failure is not the result of the franchisor’s in-
sistence upon such changes or additions for the purpose of
converting the leased marketing premises to operation by
employees or agents of the franchisor for the benefit of the
franchisor or otherwise preventing the renewal of the fran-
chise relationship.

(B) The receipt of numerous bona fide customer complaints
by the franchisor concerning the franchisee’s operation of the
marketing premises, if—

(1) the franchisee was promptly apprised of the exist-
ence and nature of such complaints following receipt of
such complaints by the franchisor; and

(i1) if such complaints related to the condition of such
premises or to the conduct of any employee of such
franchisee, the franchisee did not promptly take action to
cure or correct the basis of such complaints.

(C) A failure by the franchisee to operate the marketing
premises in a clean, safe, and healthful manner, if the
franchisee failed to do so on two or more previous occasions
and the franchisor notified the franchisee of such failures.

(D) In the case of any franchise entered into prior to the
date of the enactment of this Act (the unexpired term of which,
on such date of enactment, is 3 years or longer) and, in the
case of any franchise entered into or renewed on or after such
date (the term of which was 3 years or longer, or with respect
to which the franchisee was offered a term of 3 years or
longer), a determination made by the franchisor in good faith
and in the normal course of business, if—

(1) such determination is—

(I) to convert the leased marketing premises to a
use other than the sale or distribution of motor fuel,

(IT) to materially alter, add to, or replace such
premises,

(ITI) to sell such premises, or

(IV) that renewal of the franchise relationship is
likely to be uneconomical to the franchisor despite any
reasonable changes or reasonable additions to the pro-
visions of the franchise which may be acceptable to the
franchisee;

(ii) with respect to a determination referred to in sub-
clause (II) or (IV), such determination is not made for the
purpose of converting the leased marketing premises to op-
eration by employees or agents of the franchisor for such
franchisor’s own account; and

(iii) in the case of leased marketing premises such
franchisor, during the 90-day period after notification was
given pursuant to section 104, either—

(I) made a bona fide offer to sell, transfer, or as-
sign to the franchisee such franchisor’s interests in
such premises; or

(IT) if applicable, offered the franchisee a right of
first refusal of at least 45-days duration of an offer,
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made by another, to purchase such franchisor’s inter-

est in such premises.

(¢) As used in subsection (b)(2)(C), the term “an event which
is relevant to the franchise relationship and as a result of which
termination of the franchise or nonrenewal of the franchise rela-
tionship is reasonable” includes events such as—

(1) fraud or criminal misconduct by the franchisee relevant
to the operation of the marketing premises;

(2) declaration of bankruptcy or judicial determination of
insolvency of the franchisee;

(3) continuing severe physical or mental disability of the
franchisee of at least 3 months duration which renders the
franchisee unable to provide for the continued proper operation
of the marketing premises;

(4) loss of the franchisor’s right to grant possession of the
%eased frparketing premises through expiration of an underlying
ease, if—

(A) the franchisee was notified in writing, prior to the
commencement of the term of the then existing franchise—

(1) of the duration of the underlying lease; and

(i1) of the fact that such underlying lease might
expire and not be renewed during the term of such
franchise (in the case of termination) or at the end of
such term (in the case of nonrenewal);

(B) during the 90-day period after notification was
given pursuant to section 104, the franchisor offers to as-
sign to the franchisee any option to extend the underlying
lease or option to purchase the marketing premises that is
held by the franchisor, except that the franchisor may con-
dition the assignment upon receipt by the franchisor of—

(i) an unconditional release executed by both the
landowner and the franchisee releasing the franchisor
from any and all liability accruing after the date of the
assignment for—

(I) financial obligations under the option (or
the resulting extended lease or purchase agree-
ment);

(II) environmental contamination to (or origi-
nating from) the marketing premises; or

(IIT) the operation or condition of the mar-
keting premises; and
(i1) an instrument executed by both the landowner

and the franchisee that ensures the franchisor and the
contractors of the franchisor reasonable access to the
marketing premises for the purpose of testing for and
remediating any environmental contamination that
may be present at the premises; and

(C) in a situation in which the franchisee acquires pos-
session of the leased marketing premises effective imme-
diately after the loss of the right of the franchisor to grant
possession (through an assignment pursuant to subpara-
graph (B) or by obtaining a new lease or purchasing the
marketing premises from the landowner), the franchisor (if
requested in writing by the franchisee not later than 30
days after notification was given pursuant to section 104),
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during the 90-day period after notification was given pur-

suant to section 104—

(1) made a bona fide offer to sell, transfer, or as-
sign to the franchisee the interest of the franchisor in
any improvements or equipment located on the prem-
ises; or

(ii) if applicable, offered the franchisee a right of
first refusal (for at least 45 days) of an offer, made by
another person, to purchase the interest of the
franchisor in the improvements and equipment.

(5) condemnation or other taking, in whole or in part, of
the marketing premises pursuant to the power of eminent do-
main;

(6) loss of the franchisor’s right to grant the right to use
the trademark which is the subject of the franchise, unless
such loss was due to trademark abuse, violation of Federal or
State law, or other fault or negligence of the franchisor, which
such abuse, violation, or other fault or negligence is related to
action taken in bad faith by the franchisor;

(7) destruction (other than by the franchisor) of all or a
substantial part of the marketing premises;

(8) failure by the franchisee to pay to the franchisor in a
timely manner when due all sums to which the franchisor is
legally entitled;

(9) failure by the franchisee to operate the marketing
premises for—

(A) 7 consecutive days, or
(B) such lesser period which under the facts and cir-
cumstances constitutes an unreasonable period of time;

(10) willful adulteration, mislabeling or misbranding of
motor fuels or other trademark violations by the franchisee;

(11) knowing failure of the franchisee to comply with Fed-
eral, State, or local laws or regulations relevant to the oper-
ation of the marketing premises; and

(12) conviction of the franchisee of any felony involving
moral turpitude.

(d) In the case of any termination of a franchise (entered into
or renewed on or after the date of enactment of this Act), or in the
case of any nonrenewal of a franchise relationship (without regard
to the date on which such franchise relationship was entered into
or renewed)—

(1) if such termination or nonrenewal is based upon an
event described in subsection (c)(5), the franchisor shall fairly
apportion between the franchisor and the franchisee compensa-
tion, if any, received by the franchisor based upon any loss of
business opportunity or good will; and

(2) if such termination or nonrenewal is based upon an
event described in subsection (c¢)(7) and the leased marketing
premises are subsequently rebuilt or replaced by the franchisor
and operated under a franchise, the franchisor shall, within a
reasonable period of time, grant to the franchisee a right of
first refusal of the franchise under which such premises are to
be operated.

[15 U.S.C. 2802]
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TRIAL FRANCHISES AND INTERIM FRANCHISES; NONRENEWAL

SEC. 103. (a) The provisions of section 102 shall not apply to
the nonrenewal of any franchise relationship—

(1) under a trial franchise; or

(2) under an interim franchise.

(b) For purposes of this section—

(1) The term “trial franchise” means any franchise—

(A) which is entered into on or after the date of enact-
ment of this Act;

(B) the franchisee of which has not previously been a
party to a franchise with the franchisor;

(C) the initial term of which is for a period of not more
than 1 year; and

(D) which is in writing and states clearly and
conspicuously—

(1) that the franchise is a trial franchise;

(i1) the duration of the initial term of the fran-
chise;

(iii) that the franchisor may fail to renew the fran-
chise relationship at the conclusion of the initial term
stated in the franchise by notifying the franchisee, in
accordance with the provisions of section 104, of the
franchisor’s intention not to renew the franchise rela-
tionship; and

(iv) that the provisions of section 102, limiting the
right of a franchisor to fail to renew a franchise rela-
tionship, are not applicable to such trial franchise.

(2) The term “trial franchise” does not include any unex-
pired period of any term of any franchise (other than a trial
franchise, as defined by paragraph (1)) which was transferred
or assigned by a franchisee to the extent authorized by the pro-
visions of the franchise or any applicable provision of State law
which permits such transfer or assignment, without regard to
any provision of the franchise.

(3) The term “interim franchise” means any franchise—

(A) which is entered into on or after the date of the
enactment of this Act;

(B) the term of which, when combined with the terms
of all prior interim franchises between the franchisor and
the franchisee, does not exceed 3 years;

(C) the effective date of which occurs immediately
after the expiration of a prior franchise, applicable to the
marketing premises, which was not renewed if such
nonrenewal—

(i) was based upon a determination described in
section 102(b)(2)(E), and

(i1) the requirements of section 102(b)(2)(E) were
satisfied; and
(D) which is in writing and states clearly and

conspicuously—

(i) that the franchise is an interim franchise;

(i1) the duration of the franchise; and

(iii) that the franchisor may fail to renew the fran-
chise at the conclusion of the term stated in the fran-
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chise based upon a determination made by the
franchisor in good faith and in the normal course of
business to withdraw from the marketing of motor fuel
through retail outlets in the relevant geographic mar-
ket area in which the marketing premises are located
if the requirements of section 102(b)(2)(E) (ii) and (iii)
are satisfied.
(c) If the notification requirements of section 104 are met, any
franchisor may fail to renew any franchise relationship—
(1) under any trial franchise, at the conclusion of the initial
term of such trial franchise; and
(2) under any interim franchise, at the conclusion of the term
of such interim franchise, if—
(A) such nonrenewal is based upon a determination
described in section 102(b)(2)(E); and
(B) the requirements of section 102(b)(2)(E) (ii) and
(ii1) are satisfied.

[15 U.S.C. 2803]
NOTIFICATION OF TERMINATION OR NONRENEWAL

SEC. 104. (a) Prior to termination of any franchise or non-
renewal of any franchise relationship, the franchisor shall furnish
notification of such termination or such nonrenewal to the
franchisee who is a party to such franchise or such franchise
relationship—

(1) in the manner described in subsection (c¢); and

(2) except as provided in subsection (b), not less than 90
days prior to the date on which such termination or non-
renewal takes effect.

(b)(1) In circumstances in which it would not be reasonable for
the franchisor to furnish notification, not less than 90 days prior
to the date on which termination or nonrenewal takes effect, as re-
quired by subsection (a)(2)—

(A) such franchisor shall furnish notification to the
franchisee affected thereby on the earliest date on which fur-
nishing of such notification is reasonably practicable; and

(B) in the case of leased marketing premises, such
franchisor—

(i) may not establish a new franchise relationship with

respect to such premises before the expiration of the 30-

day period which begins—

(I) on the date notification was posted or person-
ally delivered, or
(IT) if later, on the date on which such termination
or nonrenewal takes effect; and
(i) may, if permitted to do so by the franchise agree-
ment, repossess such premises and, in circumstances
under which it would be reasonable to do so, operate such
premises through employees or agents.

(2) In the case of any termination of any franchise or any non-
renewal of any franchise relationship pursuant to the provisions of
section 102(b)(2)(E) or section 103(c)(2), the franchisor shall—
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(A) furnish notification to the franchisee not less than 180
days prior to the date on which such termination or non-
renewal takes effect; and

(B) promptly provide a copy of such notification, together
with a plan describing the schedule and conditions under
which the franchisor will withdraw from the marketing of
motor fuel through retail outlets in the relevant geographic
area, to the Governor of each State which contains a portion
of such area.

(c) Notification under this section—

(1) shall be in writing;

(2) shall be posted by certified mail or personally delivered
to the franchisee; and

(3) shall contain—

(A) a statement of intention to terminate the franchise
or not to renew the franchise relationship, together with
the reasons therefor;

(B) the date on which such termination or nonrenewal
takes effect; and

(C) the summary statement prepared under subsection
(d)

(d)(1) Not later than 30 days after the date of enactment of
this Act, the Secretary of Energy shall prepare and publish in the
Federal Register a simple and concise summary of the provisions
of this title, including a statement of the respective responsibilities
of, and the remedies and relief available to, any franchisor and
franchisee under this title.

(2) In the case of summaries required to be furnished under
the provisions of section 102(b)(2)(D) or subsection (c)(3)(C) of this
section before the date of publication of such summary in the Fed-
eral Register, such summary may be furnished not later than 5
days after it is so published rather than at the time required under
such provisions.

[15 U.S.C. 2804]
ENFORCEMENT

SEC. 105. (a) If a franchisor fails to comply with the require-
ments of section 102 or 103, the franchisee may maintain a civil
action against such franchisor. Such action may be brought, with-
out regard to the amount in controversy, in the district court of the
United States in any judicial district in which the principal place
of business of such franchisor is located or in which such franchisee
is doing business, except that no such action may be maintained
unless commenced within 1 year after the later of—

(1) the date of termination of the franchise or nonrenewal
of the franchise relationship; or
(2) the date the franchisor fails to comply with the require-

ments of section 102 or 103.

(b)(1) In any action under subsection (a), the court shall grant
such equitable relief as the court determines is necessary to rem-
edy the effects of any failure to comply with the requirements of
section 102 or 103, including declaratory judgment, mandatory or
prohibitive injunctive relief, and interim equitable relief.
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(2) Except as provided in paragraph (3), in any action under
subsection (a), the court shall grant a preliminary injunction if—

(A) the franchisee shows—

(i) the franchise of which he is a party has been termi-
nated or the franchise relationship of which he is a party
has not been renewed, and

(i) there exist sufficiently serious questions going to
the merits to make such questions a fair ground for litiga-
tion; and
(B) the court determines that, on balance, the hardships

imposed upon the franchisor by the issuance of such prelimi-

nary injunctive relief will be less than the hardship which
would be imposed upon such franchisee if such preliminary in-
junctive relief were not granted.

(3) Nothing in this subsection prevents any court from requir-
ing the franchisee in any action under subsection (a) to post a
bond, in an amount established by the court, prior to the issuance
or continuation of any equitable relief.

(4) In any action under subsection (a), the court need not exer-
cise its equity powers to compel continuation or renewal of the
franchise relationship if such action was commenced—

(A) more than 90 days after the date on which notification
pursuant to section 104(a) was posted or personally delivered
to the franchisee;

(B) more than 180 days after the date on which notifica-
tion pursuant to section 104(b)(2) was posted or personally de-
livered to the franchisee; or

(C) more than 30 days after the date on which the termi-
nation of such franchise or the nonrenewal of such franchise
relationship takes effect if less than 90 days notification was
provided pursuant to section 104(b)(1).

(¢) In any action under subsection (a), the franchisee shall have
the burden of proving the termination of the franchise or the non-
renewal of the franchise relationship. The franchisor shall bear the
burden of going forward with evidence to establish as an affirma-
tive defense that such termination or nonrenewal was permitted
under section 102(b) or 103, and, if applicable, that such franchisor
complied with the requirements of section 102(d).

(d)(1) If the franchisee prevails in any action under subsection
(a), such franchisee shall be entitled—

(A) consistent with the Federal Rules of Civil Procedure, to
actual damages;

(B) in the case of any such action which is based upon con-
duct of the franchisor which was in willful disregard of the re-
quirements of section 102 or 103, or the rights of the
franchisee thereunder, to exemplary damages, where appro-
priate; and

(C) to reasonable attorney and expert witness fees to be
paid by the franchisor, unless the court determines that only
nominal damages are to be awarded to such franchisee, in
which case the court, in its discretion, need not direct that
such fees be paid by the franchisor.

(2) The question of whether to award exemplary damages and
the amount of any such award shall be determined by the court
and not by a jury.



17 PETROLEUM MARKETING PRACTICES ACT Sec. 106

(3) In any action under subsection (a), the court may, in its dis-
cretion, direct that reasonable attorney and expert witness fees be
paid by the franchisee if the court finds that such action is frivo-
lous.

(e)(1) In any action under subsection (a) with respect to a fail-
ure of a franchisor to renew a franchise relationship in compliance
with the requirements of section 102, the court may not compel a
continuation or renewal of the franchise relationship if the
franchisor demonstrates to the satisfaction of the court that—

(A) the basis for such nonrenewal is a determination made
by the franchisor in good faith and in the normal course of
business—

(i) to convert the leased marketing premises to a use
other than the sale or distribution of motor fuel,

(i1) to materially alter, add to, or replace such prem-
ises,

(iii) to sell such premises,

(iv) to withdraw from the marketing of motor fuel
through retail outlets in the relevant geographic market
area in which the marketing premises are located, or

(v) that renewal of the franchise relationship is likely
to be uneconomical to the franchisor despite any reason-
able changes or reasonable additions to the provisions of
the franchise which may be acceptable to the franchisee;
and
(B) the requirements of section 104 have been complied

with.

(2) The provisions of paragraph (1) shall not affect any right
of any franchisee to recover actual damages and reasonable attor-
ney and expert witness fees under subsection (d) if such non-
renewal is prohibited by section 102.

(f)(1) No franchisor shall require, as a condition of entering
into or renewing the franchise relationship, a franchisee to release
or waive—

(A) any right that the franchisee has under this title or
other Federal law; or

(B) any right that the franchisee may have under any
valid and applicable State law.

(2) No provision of any franchise shall be valid or enforceable
if the provision specifies that the interpretation or enforcement of
the franchise shall be governed by the law of any State other than
the State in which the franchisee has the principal place of busi-
ness of the franchisee.

[15 U.S.C. 2805]
RELATIONSHIP OF THIS TITLE TO STATE LAW

SEC. 106. (a)(1) To the extent that any provision of this title
applies to the termination (or the furnishing of notification with re-
spect thereto) of any franchise, or to the nonrenewal (or the fur-
nishing of notification with respect thereto) of any franchise rela-
tionship, no State or any political subdivision thereof may adopt,
enforce, or continue in effect any provision of any law or regulation
(including any remedy or penalty applicable to any violation there-
of) with respect to termination (or the furnishing of notification
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with respect thereto) of any such franchise or to the nonrenewal (or
the furnishing of notification with respect thereto) of any such fran-
chise relationship unless such provision of such law or regulation
is the same as the applicable provision of this title.

(2) No State or political subdivision of a State may adopt, en-
force, or continue in effect any provision of law (including a regula-
tion) that requires a payment for the goodwill of a franchisee on
the termination of a franchise or nonrenewal of a franchise rela-
tionship authorized by this title.

(b)(1) Nothing in this title authorizes any transfer or assign-
ment of any franchise or prohibits any transfer or assignment of
any franchise as authorized by the provisions of such franchise or
by any applicable provision of State law which permits such trans-
fer or assignment without regard to any provision of the franchise.

(2) Nothing in this title shall prohibit any State from speci-
fying the terms and conditions under which any franchise or fran-
chise relationship may be transferred to the designated successor
of a franchisee upon the death of the franchisee.

[15 U.S.C. 2806]

TITLE II—OCTANE DISCLOSURE
DEFINITIONS

SEC. 201. As used in this title:

(1) The term “octane rating” means the rating of the anti-
knock characteristics of a grade or type of automotive fuel as
determined by dividing by 2 the sum of the research octane
number plus the motor octane number, unless another proce-
dure is prescribed under section 203(c)(3), in which case such
term means the rating of such characteristics as determined
under the procedure so prescribed.

(2) The terms “research octane number” and “motor octane
number” have the meanings given such terms in the specifica-
tions of the American Society for Testing and Materials
(ASTM) entitled “Standard Specification for Automotive Spark-
Ignition Engine Fuel” designated D4814 (as in effect on the
date of the enactment of this Act) and, with respect to any
grade or type of automotive gasoline, are determined in accord-
ance with test methods set forth in ASTM standard test meth-
ods designated D 2699 and D 2700 (as in effect on such date).

(3) The term “knock” means the combustion of a fuel spon-
taneously in localized areas of a cylinder of a spark-ignition en-
gine, instead of the combustion of such fuel progressing from
the spark.

(4) The term “automotive fuel retailer” means any person
who markets automotive fuel to the general public for ultimate
consumption.

(5) The term “refiner” means any person engaged in the
production or importation of automotive fuel.

(6) The term “automotive fuel” means liquid fuel of a type
distributed for use as a fuel in any motor vehicle.

(7) The term “motor vehicle” means any self-propelled
four-wheeled vehicle, of less than 6,000 pounds gross vehicle
weight, which is designed primarily for use on public streets,
roads, and highways.
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(8) The term “new motor vehicle” means any motor vehicle
the equitable or legal title to which has not previously been
transferred to an ultimate purchaser.

(9) The term “ultimate purchaser” means, with respect to
any item, the first person who purchases such item for pur-
poses other than resale.

(10) The term “manufacturer” means any person who im-
ports, manufactures, or assembles motor vehicles for sale.

(11) The term “automotive fuel requirement” means, with
respect to automotive fuel for use in a motor vehicle or a class
thereof, imported, manufactured, or assembled by a manufac-
turer, the minimum automotive fuel rating of such automotive
fuel which such manufacturer recommends for the efficient op-
eration of such motor vehicle, or a substantial portion of such
class, without knocking.

(12) The term “model year” means a manufacturer’s an-
nual production period (as determined by the Federal Trade
Commission) for motor vehicles or a class of motor vehicles. If
a manufacturer has no annual production period, the term
“model year” means the calendar year.

(13) The term “commerce” means any trade, traffic, trans-
portation, exchange, or other commerce—

(A) between any State and any place outside of such

State; or

(B) which affects any trade, transportation, exchange,

or other commerce described in subparagraph (A).

(14) The term “State” means any State of the United
States, the District of Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, American Samoa, Guam, and any
%ther commonwealth, territory, or possession of the United

tates.

(15) The term “person”, for purposes of applying any provi-
sion of the Federal Trade Commission Act with respect to any
provision of this title, includes a partnership and a corporation.

(16) The term “distributor” means any person who receives
automotive fuel and distributes such automotive fuel to an-
other person other than the ultimate purchaser.

(17) The term “automotive fuel rating” means—

(A) the octane rating of an automotive spark-ignition
engine fuel; and

(B) if provided for by the Federal Trade Commission
by rule, the cetane rating of diesel fuel oils; or

(C) another form of rating determined by the Federal

Trade Commission, after consultation with the American

Society for Testing and Materials, to be more appropriate

to carry out the purposes of this title with respect to the

automotive fuel concerned.

(18)(A) The term “cetane rating” means a measure, as indi-
cated by a cetane index or cetane number, of the ignition qual-
ity of diesel fuel oil and of the influence of the diesel fuel oil
on combustion roughness.

(B) The term “cetane index” and the term “cetane number”
have the meanings determined in accordance with the test
methods set forth in the American Society for Testing and Ma-
terials standard test methods—
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(i) designated D976 or D4737 in the case of cetane
index; and

(i1) designated D613 in the case of cetane number,
(as in effect on the date of the enactment of this Act) and shall
apply to any grade or type of diesel fuel oils defined in the
specification of the American Society for Testing and Materials
entitled “Standard Specification for Diesel Fuel Oils” des-
ignated D975 (as in effect on such date).

[15 U.S.C. 2821]

AUTOMOTIVE FUEL RATING ! TESTING AND DISCLOSURE
REQUIREMENTS

SEC. 202. (a) Each refiner who distributes automotive fuel in
commerce shall—

1 (1) determine the automotive fuel rating of any such fuel,
an

(2) if such refiner distributes such fuel to any person other
than the ultimate purchaser, certify, consistent with the deter-
mination made under paragraph (1), the automotive fuel rating
of such fuel.

(b) Each distributor who receives automotive fuel, the auto-
motive fuel rating of which is certified to him under this section,
and distributes such fuel in commerce to another person other than
the ultimate purchaser shall certify to such other person the auto-
motive fuel rating of such fuel consistent with—

(1) the automotive fuel rating of such fuel certified to such
distributor; or

(2) if such distributor elects (at such time and in such
manner as the Federal Trade Commission may, by rule, pre-
scribe), the automotive fuel rating of such fuel determined by
such distributor.

(c) Each automotive fuel retailer shall display in a clear and
conspicuous manner, at the point of sale to ultimate purchasers of
automotive fuel, the automotive fuel rating of such automotive fuel,
which automotive fuel rating shall be consistent with—

(1) the automotive fuel rating of such automotive fuel cer-
tified to such retailer under subsection (a)(2) or (b);

(2) if such automotive fuel retailer elects (at such time and
in such manner as the Federal Trade Commission may, by
rule, prescribe), the automotive fuel rating of such automotive
fuel determined by such retailer for such automotive fuel; or

(3) if such automotive fuel retailer is a refiner, the auto-
motive fuel rating of such automotive fuel determined under
subsection (a)(1).

(d) The Federal Trade Commission shall, by rule, prescribe re-
quirements, applicable to any manufacturer of new motor vehicles,
with respect to the display on each such motor vehicle (or represen-
tation in connection with the sale of each such motor vehicle) of the
automotive fuel requirement of such motor vehicle.

(e) No person who distributes automotive fuel in commerce
may make any representation respecting the antiknock characteris-

1So in law. Section 1501(c)(2)(H) of the Energy Policy Act of 1992 (106 Stat. 2997; P.L. 102—
486) struck out “OCTANE” and inserted “AUTOMOTIVE FUEL RATING” in the heading for
section 202.



21 PETROLEUM MARKETING PRACTICES ACT Sec. 203

tics of such fuel unless such representation fairly discloses the
automotive fuel rating of such fuel consistent with such fuel’s auto-
motive fuel rating as certified to or determined by such person
under the foregoing provisions of this section.

(f) For purposes of this section the automotive fuel rating of
any automotive fuel shall be considered to be certified, displayed,
or represented by any person consistent with the rating certified to,
or determined by, such person—

(1) in the case of automotive fuel which consists of a blend
of two or more quantities of automotive fuel of differing auto-
motive fuel ratings, only if the rating certified, displayed, or
represented by such person is the average of the automotive
fuel ratings of such quantities, weighted by volume; or

(2) in the case of fuel which does not consist of such a
blend, only if the automotive fuel rating such person certifies,
displays, or represents is the same as the automotive fuel rat-
ing of such fuel certified to, or determined by such person.

(g) The foregoing provisions of this section shall not apply—

(1) to any representation (by display at the point of sale
or by other means) of any characteristics of any automotive
fuel other than its automotive fuel rating; or

(2) to the identification of automotive fuel at the point of
sale (or elsewhere) by the trademark, trade name, or other
identifying symbol or mark used in connection with the sale of
such fuel.

(h) Any display or representation, with respect to the auto-
motive fuel requirement of any motor vehicle, required to be made
under any rule prescribed under subsection (d) shall not create an
express or implied warranty under State or Federal law that any
automotive fuel the automotive fuel rating of which equals or ex-
ceeds such automotive fuel requirement—

(1) may be used as a fuel in all motor vehicles of the same
class as that motor vehicle without knocking; or

(2) may be used as a fuel in such motor vehicles under all
operating conditions without knocking.

[15 U.S.C. 2822]
ADMINISTRATION AND ENFORCEMENT

SeEc. 203. (a) The Federal Trade Commission shall have proce-
dural, investigative, and enforcement powers, including the power
to issue procedural rules in enforcing compliance with the require-
ments of this title and rules prescribed pursuant to the require-
ments of this title, to further define terms used in this title, and
to require the filing of reports, the production of documents and the
appearance of witnesses, as though the applicable terms and condi-
tions of the Federal Trade Commission Act were part of this title.

(b)(1) The Environmental Protection Agency—

(A) may conduct field testing of the automotive fuel rating
of automotive fuel, comparing the tested automotive fuel rating
of fuel at retail outlets with the automotive fuel rating posted
at those outlets;

(B) shall certify the results of such tests and comparisons
to the Federal Trade Commission; and
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(C) shall notify the Federal Trade Commission of any fail-
ure to post the automotive fuel rating.

(2) The Federal Trade Commission may enter into interagency
agreements with the Environmental Protection Agency and such
other agencies of the United States as the Commission determines
appropriate for the purpose of assuring enforcement of the provi-
sions of this title in a manner which is consistent with—

(A) minimizing the cost of field inspection and related com-
pliance activities; and

(B) reducing duplication of similar or related field compli-
ance activities performed by agencies of the United States.
(c)(1) Not later than 6 months after the date of the enactment

of this Act, the Federal Trade Commission shall, by rule, prescribe
and make effective—

(A) a uniform method by which a person may certify to an-
other the automotive fuel rating of automotive fuel; and

(B) a uniform method of displaying the automotive fuel
rating of automotive fuel at the point of sale to ultimate pur-
chasers.

(2) Effective on and after the effective date of the rule pre-
scribed under paragraph (1), any person—

(A) shall be considered to satisfy the requirements of sub-
section (a) or (b) of section 202, as the case may be, only if such
person complies with the requirements established pursuant to
paragraph (1)(A); and

(B) shall be considered to satisfy the requirements of sec-
tion 202(c) only if such person complies with the requirements
established pursuant to paragraph (1)(B).

(3) The Federal Trade Commission may, by rule, prescribe pro-
cedures for determination of the automotive fuel rating of auto-
motive fuel which varies from that prescribed in section 201. In
prescribing such rule, the Commission—

(A) shall consider—

(i) ease of administration and enforcement, and
(i) industry practices in the distribution and mar-
keting of automotive fuel; and

(B) may permit adjustments in such automotive fuel rating
to take into account the effects of altitude, temperature, and
humidity.

(4) The Federal Trade Commission may, by rule, prescribe and
make effective a method of determining the automotive fuel rating
of automotive fuel which consists of a blend of two or more quan-
tities of automotive fuel of different automotive fuel ratings if the
Federal Trade Commission finds that the method prescribed more
accurately reflects the automotive fuel rating of such blend than
the weighted-average method set forth in section 202(f)(1). Effective
on and after the effective date of such rule, any person shall be
considered to satisfy the requirements of section 202(f)(1) only if
such person utilizes the method prescribed in such rule (in lieu of
the method set forth in section 202(f)(1)).

(d)(1) except as provided in paragraph (2), rules under this title
shall be prescribed in accordance with section 553 of title 5, United
States Code, except that interested persons shall be afforded an op-
portunity to present written and oral data, views, and arguments
with respect to any proposed rule.
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(2) Rules prescribed under subsection (c)(3) and section 202(d)
shall be prescribed on the record after opportunity for an agency
hearing.

(3) Section 18 of the Federal Trade Commission Act (15 U.S.C.
57a) shall not apply with respect to any rule prescribed under this
title.

(e) It shall be an unfair or deceptive act or practice in or affect-
ing commerce (within the meaning of section 5(a)(1) of the Federal
Trade Commission Act) for any person to violate subsection (a), (b),
(c), or (e) of section 202, or a rule prescribed under subsection (d)
of such section. For purposes of the Federal Trade Commission Act
(including any remedy or penalty applicable to any violation there-
of) such a violation shall be treated as a violation of a rule under
such Act respecting unfair or deceptive acts or practices.

[15 U.S.C. 2823]
RELATIONSHIP OF THIS TITLE TO STATE LAW

SEC. 204. (a) To the extent that any provision of this title ap-
plies to any act or omission, no State or any political subdivision
thereof may adopt or continue in effect, except as provided in sub-
section (b), any provision of law or regulation with respect to such
act or omission, unless such provision of such law or regulation is
the same as the applicable provision of this title.

(b) A State or political subdivision thereof may provide for any
investigative or enforcement action, remedy, or penalty (including
procedural actions necessary to carry out such investigative or en-
forcement actions, remedies, or penalties) with respect to any provi-
sion of law or regulation permitted by subsection (a).

[15 U.S.C. 2824]
EFFECTIVE DATES

SEC. 205. (a) Sections 202(a)(1) and 203(b) shall take effect on
the first day of the first calendar month beginning more than 6
months after the date of the enactment of this Act.

(b) Subsections (a)(2), (b), (¢), and (e) of section 202 shall take
effect on the first day of the first calendar month beginning more
than 9 months after such date of enactment.

(c) Rules under section 202(d) may not take effect earlier than
the beginning of the first motor vehicle model year which begins
more than 9 months after such date of enactment.

[15 U.S.C. 2825]

TITLE III—STUDY OF SUBSIDIZATION OF MOTOR FUEL
MARKETING

SEC. 301. (a) The Secretary of Energy, in consultation with the
Chairman of the Federal Trade Commission and the Attorney Gen-
eral and other agencies as the Secretary deems appropriate, shall
conduct a study of the extent to which producers, refiners, and
other suppliers of motor fuel subsidize the sale of such motor fuel
at retail or wholesale with profits obtained from other operations.

(b) Such study shall examine—
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(1) the role of vertically integrated operations in facili-
tatling subsidization of sales of motor fuel at wholesale or re-
tail;

(2) the extent to which such subsidization is predatory and
presents a threat to competition;

(3) the profitability of various segments of the petroleum
industry;

(4) the impact of prohibiting such subsidization on the
competitive viability of various segments of the petroleum in-
dustry, on prices of motor fuel to consumers and on the health
and structure of the petroleum industry as a whole; and

(5) such other matters as the Secretary considers appro-
priate.

(c) In conducting the study required by this section, the Sec-
retary shall give appropriate notice and afford interested persons
an opportunity to present written and oral data, views and argu-
ments concerning such study.

(d)(1) The Secretary shall report the results of the study re-
quired by this section, together with such recommendations for leg-
islative action and such statistical evidence as he deems appro-
priate to the Congress on or before the expiration of the eighteenth
month after the date of enactment of this section.

(2) If the President determines that interim measures are nec-
essary and appropriate to maintain the competitive viability of the
marketing sector of the petroleum industry during Congressional
consideration of the recommendations contained in the report sub-
mitted under paragraph (1), he shall prescribe, by rule, in accord-
ance with the procedures set forth in section 523(a) of the Energy
Policy and Conservation Act (42 U.S.C. 6393) such interim meas-
ures.

(3) No interim measure proposed by the President under this
section may be submitted after January 1, 1980, and the effect of
such measure if approved by the Congress under paragraph (4)
may Illot extend beyond 18 months after such Congressional ap-
proval.

(4) Such interim measure shall not take effect unless approved
by both Houses of Congress as if it were a contingency plan under
section 552 of the Energy Policy and Conservation Act (42 U.S.C.
6422): Provided, That the 60-day period referred to in such section
shall be extended to 90 days for purposes of this section.

(e) There are hereby authorized to be appropriated such sums
as may be necessary to carry out the provisions of this section.

[15 U.S.C. 2841]
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§ 7420. Definitions

In this chapter:

(1) The term “national defense” includes the needs of, and
the planning and preparedness to meet, essential defense, in-
dustrial, and military emergency energy requirements relative
to the national safety, welfare, and economy, particularly re-
sulting from foreign military or economic actions.

(2) The term “naval petroleum reserves” means the naval
petroleum and oil shale reserves established by this chapter,
including Naval Petroleum Reserve Numbered 1 (Elk Hills), lo-
cated in Kern County, California, established by Executive
order of the President, dated September 2, 1912; Naval Petro-
leum Reserve Numbered 2 (Buena Vista), located in Kern
County, California, established by Executive order of the Presi-
dent, dated December 13, 1912; Naval Petroleum Reserve
Numbered 3 (Teapot Dome), located in Wyoming, established
by Executive order of the President, dated April 30, 1915; Oil
Shale Reserve Numbered 1, located in Colorado, established by
Executive order of the President, dated December 6, 1916, as
amended by Executive order dated June 12, 1919; Oil Shale
Reserve Numbered 2, located in Utah, established by Executive
order of the President, dated December 6, 1916; and Oil Shale
Reserve Numbered 3, located in Colorado, established by Exec-
utive order of the President, dated September 27, 1924.

21
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(3) The term “petroleum” includes crude oil, gases (includ-
ing natural gas), natural gasoline, and other related hydro-
carbons, oil shale, and the products of any of such resources.

(4) The term “Secretary” means the Secretary of Energy.

(5) The term “small refiner” means an owner of a refinery
or refineries (including refineries not in operation) who quali-
fies as a small business refiner under the rules and regulations
of the Small Business Administration.

(6) The term “maximum efficient rate” means the max-
imum sustainable daily oil or gas rate from a reservoir which
will permit economic development and depletion of that res-
ervoir without detriment to the ultimate recovery.

§7421. Jurisdiction and control

(a) The Secretary shall take possession of all properties inside
the naval petroleum reserves that are or may become subject to the
control of and use by the United States for national defense pur-
poses, except as otherwise provided in this chapter.

(b) The Secretary has exclusive jurisdiction and control over
those lands inside Naval Petroleum Reserves Numbered 1 and 2
that are covered by leases granted under sections 181-184, 185-
188, 189-194, 201, 202-209, 211-214, 223, 224-226, 226d, 226e,
227-229a, 241, 251, and 261-263 of title 30, and shall administer
those leases.

§7422. Administration

(a) The Secretary, directly or by contract, lease, or otherwise,
shall explore, prospect, conserve, develop, use, and operate the
naval petroleum reserves in his discretion, subject to the provisions
of subsection (¢) and the other provisions of this chapter; except
that no petroleum leases shall be granted at Naval Petroleum Re-
serves Numbered 1 and 3.

(b) Except as otherwise provided in this chapter, particularly
subsection (c), the naval petroleum reserves shall be used and oper-
ated for—

(1) the protection, conservation, maintenance, and testing
of those reserves; or

(2) the production of petroleum whenever and to the extent
that the Secretary, with the approval of the President, finds
that such production is needed for national defense purposes
and the production is authorized by a joint resolution of Con-
gress.

(c)(1) In administering Naval Petroleum Reserves Numbered 1,
2, and 3, the Secretary is authorized and directed—

(A) to further explore, develop, and operate such reserves;
(B) to produce, during any extension of a period under
paragraph (2), such reserves—

(i) at the maximum efficient rate consistent with
sound engineering practices; or

(i) at a lesser rate consistent with sound engineering
practices and the protection, conservation, maintenance,
and testing of such reserves if the Secretary determines
that the minimum price described in section 7430(b)(2) of
this title cannot be attained for the United States share of
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petroleum (other then natural gas liquids) produced from

such Reserves;

(C) during such production period or any extension thereof
to sell or otherwise dispose of the United States share of such
petroleum produced from such reserves as provided in section
7430 of this title; and

(D) to construct, acquire, or contract for the use of storage
and shipping facilities on and off the reserves and pipelines
and associated facilities on and off the reserves for trans-
porting petroleum from such reserves to the points where the
production from such reserves will be refined or shipped.

Any pipeline in the vicinity of a naval petroleum reserve not other-
wise operated as a common carrier may be acquired by the Sec-
retary by condemnation, if necessary, if the owner thereof refuses
to accept, convey, and transport without discrimination and at rea-
sonable rates any petroleum produced at such reserve. With the ap-
proval of the Secretary, rights-of-way for new pipelines and associ-
ated facilities may be acquired by the exercise of the right of emi-
nent domain in the appropriate United States district court. Such
rights-of-way may be acquired in the manner set forth in sections
3114-3116 and 3118 of title 40, and the prospective holder of the
right-of-way is “the authority empowered by law to acquire the
lands” within the meaning of that Act. Such new pipelines shall ac-
cept, convey, and transport without discrimination and at reason-
able rates any petroleum produced at such reserves as a common
carrier.

(2)1 After April 5, 1982, the President may extend the period
of production in the case of any naval petroleum reserve for addi-
tional periods of not to exceed three years each—

(A) after the President requires an investigation to be
made, in the case of each extension, to determine the necessity
for continued production from such naval petroleum reserve;

(B) after the President submits to the Congress, at least
180 days before the expiration of the current production period
prescribed by this section, or any extension thereof, a copy of
the report made to him on such investigation together with a
certification by him that continued production from such naval
petroleum reserve is in the national interest; and

(C) if neither House of Congress within ninety days after
receipt of such report and certification adopts a resolution dis-
approving further production from such naval petroleum re-
serve.

§7423. Periodic re-examination of production requirements

The Secretary shall from time to time reexamine the need for
the production of petroleum from oil shale for national defense
when that production is authorized under section 7422 of this title.
If he finds that the authorized quantity is no longer needed, he
shall reduce production to the amount currently needed for na-
tional defense.

1By a message to Congress dated October 9, 2002, the President notified Congress that he
had extended the period of production of the naval petroleum reserves for a period of 3 years
from April 5, 2003, the expiration date of the previously authorized extension of the period of
production, and certified that continued production from the naval petroleum reserves is in the
national interest. The message was printed as House Document 107-272.
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§7424. Protection of oil reserves; contracts for conservation

(a) To consolidate and protect the oil lands owned by the
United States, the Secretary may—
(1) contract with owners and lessees of land inside or ad-
joining naval petroleum reserves for—
(A) conservation of oil and gas; and
(B) compensation for estimated drainage in lieu of
drilling or operating offset wells; and
(2) acquire privately owned lands or leases inside Naval
Petroleum Reserve Numbered 1 by exchange of—
(A) lands of the United States inside Naval Petroleum
Reserve Numbered 1;
(B) the right to royalty production from any of the
naval petroleum reserves; and
(C) the right to any money due the United States as
a result of the wrongful extraction of petroleum products
from lands inside Naval Petroleum Reserve Numbered 1.
(b) The Secretary shall report annually to Congress all agree-
ments under this section.

§7425. Acquisition by condemnation and purchase

(a) Whenever the Secretary is unable to make arrangements he
considers satisfactory for exchanges of land or agreements for con-
servation authorized by section 7424 of this title, the Secretary
may acquire, with the approval of the President, such privately
owned lands and leases—

(1) by purchase, inside the naval petroleum reserves, or
outside those reserves on the same geologic structure; and
(2) by condemnation, inside Naval Petroleum Reserve

Numbered 1, or, if there is substantial drainage, outside that

reserve on the same geologic structure.

(b) The Secretary shall report annually to Congress all pro-
ceedings for purchase and condemnation under this section.

[§ 7426. Repealed. P.L. 106-398, § 1[3402(a)], Oct. 30, 2000, 114
Stat. 1654, 1654A-484]1

§7427. Cooperative or unit plans in the naval petroleum re-
serves

The Secretary, with the consent of the President,2 may make
agreements, with respect to lands inside the naval petroleum re-
serves, of the same type as the Secretary of the Interior may make
under section 17(m) of the Act of February 25, 1920 (30 U.S.C.
226(m)). No such agreement made by the Secretary may extend the
term of any lease unless the agreement so provides.

§7428. Agreements and leases: provision for change

Every unit or cooperative plan of development and operation
and every lease affecting lands owned by the United States within

1Section 3402(c) of the Floyd D. Spence National Defense Authorization Act for Fiscal Year
2001 (P.L. 106-398; 114 Stat. 1654—-484) provides:

(c) SAVINGS PrOVISION.—The repeal of section 7426 of title 10, United States Code, shall not
affect the validity of contracts that are in effect under such section on the day before [Oct. 30,
2000]. No such contract may be extended or renewed on or after [Oct. 30, 2000].

2By Executive Order 12929 (Sept. 29, 1994; 59 Fed. Reg. 50473), the functions vested in the
President by sections 7427 and 7428 were delegated to the Secretary of Energy.
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Naval Petroleum Reserve Numbered 2 and the oil shale reserves
shall contain a provision authorizing the Secretary, subject to ap-
proval by the President! and to any limitation in the plan or lease,
to change from time to time the rate of prospecting and develop-
ment on, and the quantity and rate of production from, lands of the
United States under the plan or lease, notwithstanding any other
provision of law.

§7429. Re-lease of certain lands: lessee’s preferential right

The Secretary, on terms prescribed by him, may re-lease lands
in the naval petroleum reserves that were covered by leases made
before July 1, 1936, and terminated by law at the expiration of
their initial twenty-year periods. If any such land is to be re-leased,
the Secretary shall give to the former lessee preferential rights to
the new lease.

§7430. Disposition of products

(a) In administering the naval petroleum reserves under this
chapter, the Secretary shall use, store, or sell the petroleum pro-
duced from the naval petroleum reserves and lands covered by
joint, unit, or other cooperative plans.

(b)(1) Subject to paragraph (2) and notwithstanding any other
provision of law, each sale of the United States share of petroleum
shall be made by the Secretary at public sale to the highest quali-
fied bidder, at such time, in such amounts, and after such adver-
tising as the Secretary considers proper and without regard to Fed-
eral, State, or local regulations controlling sales or allocation of pe-
troleum products. Each sale of the United States share of petro-
leum shall be for periods of not more than one year, except that
a sale of natural gas may be made for a period of more than one

ear.

(2) The Secretary may not sell any part of the United States
share of petroleum produced from Naval Petroleum Reserves Num-
bered 2 and 3 at a price less than the current sales price, as esti-
mated by the Secretary, of comparable petroleum in the same area.

(8) For purposes of paragraph (2), the term “petroleum” does
not include natural gas liquids.

(c) In no event shall the Secretary permit the award of any
contract which would result in any person obtaining control, di-
rectly or indirectly, over more than 20 percent of the estimated an-
nual United States share of petroleum produced from Naval Petro-
leum Reserve Numbered 1.

(d) Each proposal for sale under this title shall provide that
the terms of every sale of the United States share of petroleum
from the naval petroleum reserves shall be so structured as to give
full and equal opportunity for the acquisition of petroleum by all
interested persons, including major and independent oil producers
and refiners alike. When the Secretary, in consultation with the
Secretary of the Interior, determines that the public interests will
be served by the sale of petroleum to small refiners not having
their own adequate sources of supply of petroleum, the Secretary
is authorized and directed to set aside a portion of the United
States share of petroleum produced for sale to such refiners under

1See footnote 2 under section 7427.
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the provisions of this section for processing or use in such refin-
eries, except that—

(1) none of the production sold to small refiners may be re-
sold in kind,;

(2) production must be sold at a cost of not less than the
prevailing local market price of comparable petroleum;

(3) the set-aside portion may not exceed 25 percent of the
estimated annual United States share of the total production
from all producing naval petroleum reserves; and

(4) notwithstanding the provisions of subsection (b), the
Secretary may, at his discretion if he deems it to be in the pub-
lic interest, prorate such petroleum among such refiners for
sale, without competition, at not less than the prevailing local
market price of comparable petroleum.

(e) Any petroleum produced from the naval petroleum reserves,
except such petroleum which is either exchanged in similar quan-
tities for convenience or increased efficiency or transportation with
persons or the government of an adjacent foreign state, or which
is temporarily exported for convenience or increased efficiency of
transportation across parts of an adjacent foreign state and reen-
ters the United States, shall be subject to all of the limitations and
licensing requirements of the Export Administration Act of 1979
(50 U.S.C. App. 2401 et seq.) and, in addition, before any petroleum
subject to this section may be exported under the limitations and
licensing requirement and penalty and enforcement provisions of
the Export Administration Act of 1979, the President must make
and publish an express finding that such exports will not diminish
the total quality or quantity of petroleum available to the United
States and that such exports are in the national interest and are
in accord with the Export Administration Act of 1979.

(f) During the period of production or any extension thereof au-
thorized by section 7422(c) of this title, the consultation and ap-
proval requirements of section 7431(a)(3) of this title are waived.

(g)(1) Prior to the promulgation of any rules and regulations,
plans of development and amendments thereto, and in the entering
and making of contracts and operating agreements relating to the
development, production, or sale of petroleum in or from the re-
serves, the Secretary shall consult with and give due consideration
to the views of the Attorney General of the United States with re-
spect to matters which may affect competition.

(2) No contract or operating agreement may be made, issued,
or executed under this chapter until at least 15 days after the Sec-
retary notifies the Attorney General of the proposed contract or op-
erating agreement. Such notification shall contain such information
as the Attorney General may require in order to advise the Sec-
retary as to whether such contract or operating agreement may
create or maintain a situation inconsistent with the antitrust laws.
If, within such 15-day period, the Attorney General advises the
Secretary that a contract or operating agreement may create or
maintain a situation inconsistent with the antitrust laws, then the
Secretary may not make, issue, or execute that contract or oper-
ating agreement.

(h) Nothing in this chapter shall be deemed to confer on any
person immunity from civil or criminal liability, or to create de-
fenses to actions, under the antitrust laws.
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(1) In this section, the term “antitrust laws” means—

(1) the Sherman Act (15 U.S.C. 1 et seq.);

(2) the Clayton Act (15 U.S.C. 12 et seq.);

(3) the Federal Trade Commission Act (15 U.S.C. 41 et
seq.);

(4) sections 73 and 74 of the Wilson Tariff Act (15 U.S.C.
8 and 9); and

(5) sections 2, 3, and 4 of the Act of June 19, 1936 (com-
monly referred to as the “Robinson-Patman Act”) (15 U.S.C.
13a, 13b, and 21a).

(j) Any pipeline which accepts, conveys, or transports any pe-
troleum produced from Naval Petroleum Reserves Numbered 1 or
Numbered 3 shall accept, convey, and transport without discrimi-
nation and at reasonable rates any such petroleum as a common
carrier insofar as petroleum from such reserves is concerned. Every
contract entered into by the Secretary for the sale of any petroleum
owned by the United States which is produced from such reserves
shall contain provisions implementing the requirements of the pre-
ceding sentence if the contractor owns a controlling interest in any
pipeline or any company operating any pipeline, or is the operator
of any pipeline, which carries any petroleum produced from such
naval petroleum reserves. The Secretary may promulgate rules and
regulations for the purpose of carrying out the provisions of this
section and he, or the Secretary of the Interior where the authority
extends to him, may declare forfeit any contract, operating agree-
ment, right-of-way, permit, or easement held by any person vio-
lating any such rule or regulation. This section shall not apply to
any natural gas common carrier pipeline operated by any person
subject to regulation under the Natural Gas Act (15 U.S.C. 717 et
seq.) or any public utility subject to regulation by a State or munic-
ipal regulatory agency having jurisdiction to regulate the rates and
charges for the sale of natural gas to consumers within the State
or municipality.

(k)(1) With respect to all or any part of the United States share
of petroleum produced from the naval petroleum reserves, the
President may direct that the Secretary—

(A) place that petroleum in the Strategic Petroleum Re-
serve as authorized by sections 151 through 166 of the Energy
Policy and Conservation Act (42 U.S.C. 6231-6246); or

(B) exchange, directly or indirectly, that petroleum for
other petroleum to be placed in the Strategic Petroleum Re-
serve under such terms and conditions and by such methods as
the Secretary determines to be appropriate, without regard to
otherwise applicable Federal procurement statutes and regula-
tions.

(2) The requirements of section 159 of the Energy Policy and
Conservation Act (42 U.S.C. 6239) do not apply to actions taken
under this subsection.

(1)(1) Notwithstanding any other provision of this chapter (but
subject to paragraph (2)), during any period in which the produc-
tion of petroleum is authorized from Naval Petroleum Reserves
Numbered 1, 2, or 3, the Secretary, at the request of the Secretary
of Defense, may provide any portion of the United States share of
petroleum so produced to the Department of Defense for its use, ex-
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change, or sale in order to meet petroleum product requirements of
the Department of Defense.

(2) Petroleum may be provided to the Department of Defense
under paragraph (1) either directly or by such exchange as the Sec-
retary deems appropriate. Appropriate reimbursement reasonably
reflecting the fair market value shall be provided by the Secretary
of Defense for petroleum provided under this subsection.

(3) Any exchange made pursuant to this subsection may be
made without regard to otherwise applicable Federal procurement
statutes and regulations.

(4) Paragraph (1) does not apply to any petroleum set aside for
small refiners under subsection (d) or placed in the Strategic Petro-
leum Reserve under subsection (k).

§7431. Requirements as to consultation and approval

(a) The Committee on Armed Services of the Senate and the
Committee on Armed Services of the House of Representatives
must be consulted and the President’s approval must be obtained
before any condemnation proceedings may be started under this
chapter and before any of the following transactions authorized by
this chapter may be effective:

(1) A lease of any part of the naval petroleum reserves.

(2) A contract to alienate from the United States the use,
control, or possession of any part of the naval petroleum re-
serves (except that consultation and Presidential approval are
not required in connection with the issuance of permits, li-
censes, easements, grazing and agricultural leases, rights-of-
way, and similar contracts pertaining to use of the surface area
of the naval petroleum reserves).

(3) A contract to sell the petroleum (other than royalty oil
and gas) produced from any part of the naval petroleum re-
serves.

(4) A contract for conservation or for compensation for esti-
mated drainage.

(5) An agreement to exchange land, the right to royalty
production, or the right to any money due the United States.
(b)(1) During the period of production authorized by section

7422(c) of this title, the Secretary shall submit to the Committee
on Armed Services of the Senate and the Committee on Armed
Services of the House of Representatives any new plans or substan-
tial amendments to ongoing plans for the exploration, development,
and production of the naval petroleum reserves.

(2) All plans or substantial amendments submitted to the Con-
gress pursuant to this section shall contain a report by the Attor-
ney General of the United States with respect to the anticipated ef-
fects of such plans or amendments on competition. Such plans or
amendments shall not be implemented until sixty days after such
plans or amendments have been submitted to such committees.

(¢) During the period of production authorized by section
7422(c) of this title, the Secretary shall submit annual reports as
of the first day of the fiscal year to the Committee on Armed Serv-
ices of the Senate and the Committee on Armed Services of the
House of Representatives, and such committees shall cause such
reports to be printed as a Senate or House document, as appro-
priate. The Secretary shall include in such reports, with respect to
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each naval petroleum reserve, an explanation in detail of the fol-
lowing:

(1) The status of the exploration, development, and produc-
tion programs.

(2) The production that has been achieved, including the
?isposition of such production and the proceeds realized there-
rom.

(3) The status of pipeline construction and procurement
and problems related to the availability of transportation facili-
ties.

(4) A summary of future plans for exploration, develop-
ment, production, disposal, and transportation of the produc-
tion from the naval petroleum reserves.

(5) Such other information regarding the reserve as the
Secretary deems appropriate.

§7432. Authorizations of appropriations

(a) Funds for the following purposes may not be appropriated
unless such appropriations have been specifically authorized by
law:

(1) Exploration, prospecting, conservation, development,
use, operations, and production of the naval petroleum re-
serves as authorized by this chapter.

(2) Production (including preparation for production) as au-
thorized by this chapter or as may be authorized after April 5,
1976.

(3) The construction and operation of facilities both within
and outside the naval petroleum reserves incident to the pro-
duction and the delivery of petroleum, including pipelines and
shipping terminals.

Sums appropriated for such purposes shall remain available until
expended.

(b) Contracts under this chapter providing for the obligation of
funds may be entered into for a period of five years, renewable for
an additional five-year period; however, such contracts may obli-
gate funds only to the extent that such funds are made available
in appropriation Acts.

§7433. Disposition of royalties

(a) Any oil, gas, gasoline or other substance accruing to the
United States as royalty from any lease under this chapter shall
be delivered to the United States, or shall be paid for in money,
as the Secretary elects.

(b) All money accruing to the United States from lands in the
naval petroleum reserves shall be covered into the Treasury.

[§7434. Repealed. P.L. 104-66, §1051(g), Dec. 21, 1995, 109
Stat. 716]

§7435. Foreign interest

(a) If the laws, customs, or regulations of any foreign country
deny the privilege of leasing public lands to citizens or corporations
of the United States, citizens of that foreign country, or corpora-
tions controlled by citizens of that country, may not, by contract
made after July 1, 1937, or by stock ownership, holding, or control,
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acquire or own any interest in, or right to any benefit from, any
lease of land in the naval petroleum, naval oil shale, or other naval
fuel reserves made under sections 181-184, 185-188, 189-194, 201,
202-209, 211-214, 223, 224-226, 226d, 226e, 227-229a, 241, 251,
and 261-263 of title 30, or under this chapter.

(b) The Secretary may cancel any lease for any violation of this
section.

§7436. Regulations

(a) The Secretary may prescribe regulations and take any prop-
er action to accomplish the purposes of this chapter.

(b) All statements, reports, and representations required by the
regulations shall be under oath, unless otherwise specified, and in
such form as the Secretary requires.

§7437. Violations by lessee

(a) If a lessee fails to comply with any provision of this chap-
ter, of his lease, or of regulations issued under section 7436 of this
title that are in force on the date of his lease, the lease may be for-
feited and cancelled by an appropriate proceeding in the United
States district court for the district in which any part of the prop-
erty is located.

(b) The lease may provide appropriate methods for the settle-
ment of disputes and remedies for breach of specified conditions.

§7438. Rifle, Colorado, plant; possession, use, and transfer
of

(a) The Secretary shall take possession of the experimental
demonstration facility near Rifle, Colorado, which was constructed
and operated by the Department of the Interior on lands on or near
the naval oil shale reserves under the Act of April 5, 1944 (30
U.S.C. 321 et seq.).

(b) The Secretary, subject to the approval of the President,
shall by contract, lease, or otherwise encourage the use of the facil-
ity described in subsection (a) in research, development, test, eval-
uation, and demonstration work. For such purposes the Secretary
may use or lease for use by institutions, organizations, or individ-
uals, public or private, the facility described in subsection (a) and
may construct, install, and operate, or lease for operation addi-
tional experimental facilities on such lands. The Secretary may,
after consultation with the Committee on Armed Services of the
Senate and the Committee on Armed Services of the House of Rep-
resentatives, mine and remove, or authorize the mining and re-
moval, of any oil shale or products therefrom from lands in the
naval oil shale reserves that may be needed for such experimen-
tation.

(¢) Nothing in this chapter shall be construed—

(1) to authorize the commercial development and operation
of the naval oil shale reserves by the Government in competi-
tion with private industry; or

(2) in diminution of the responsibility of the Secretary in
providing oil shale and products therefrom for needs of na-
tional defense.
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§7439. Certain oil shale reserves: transfer of jurisdiction
and petroleum exploration, development, and pro-
duction

(a) TRANSFER REQUIRED.—(1) Upon the enactment of this sec-
tion, the Secretary of Energy shall transfer to the Secretary of the
Interior administrative jurisdiction over all public domain lands in-
cluded within Oil Shale Reserve Numbered 1 and those public do-
main lands included within the undeveloped tracts of Oil Shale Re-
serve Numbered 3.

(2) Not later than November 18, 1998, the Secretary of Energy
shall transfer to the Secretary of the Interior administrative juris-
diction over those public domain lands included within the devel-
oped tract of Oil Shale Reserve Numbered 3, which consists of ap-
proximately 6,000 acres and 24 natural gas wells, together with
pipelines and associated facilities.

(3) Notwithstanding the transfer of jurisdiction, the Secretary
of Energy shall continue to be responsible for all environmental
restoration, waste management, and environmental compliance ac-
tivities that are required under Federal and State laws with re-
spect to conditions existing on the lands at the time of the transfer.

(4) Upon the transfer to the Secretary of the Interior of juris-
diction over public domain lands under this subsection, the other
provisions of this chapter shall cease to apply with respect to the
transferred lands.

(b) AUTHORITY TO LEASE.—(1) Beginning on November 18,
1997, or as soon thereafter as practicable, the Secretary of the Inte-
rior shall enter into leases with one or more private entities for the
purpose of exploration for, and development and production of, pe-
troleum (other than in the form of oil shale) located on or in public
domain lands in Oil Shale Reserves Numbered 1 and 3 (including
the developed tract of Oil Shale Reserve Numbered 3). Any such
lease shall be made in accordance with the requirements of the
Mineral Leasing Act (30 U.S.C. 181 et seq.) regarding the lease of
oil and gas lands and shall be subject to valid existing rights.

(2) Notwithstanding the delayed transfer of the developed tract
of Oil Shale Reserve Numbered 3 under subsection (a)(2), the Sec-
retary of the Interior shall enter into a lease under paragraph (1)
with respect to the developed tract before November 18, 1998.

(¢c) MANAGEMENT.—The Secretary of the Interior, acting
through the Director of the Bureau of Land Management, shall
manage the lands transferred under subsection (a) in accordance
with the Federal Land Policy and Management Act of 1976 (43
U.S.C. 1701 et seq.) and other laws applicable to the public lands.

(d) TRANSFER OF EXISTING EQUIPMENT.—The lease of lands by
the Secretary of the Interior under this section may include the
transfer, at fair market value, of any well, gathering line, or re-
lated equipment owned by the United States on the lands trans-
ferred under subsection (a) and suitable for use in the exploration,
development, or production of petroleum on the lands.

(e) CosT MINIMIZATION.—The cost of any environmental assess-
ment required pursuant to the National Environmental Policy Act
of 1969 (42 U.S.C. 4321 et seq.) in connection with a proposed lease
under this section shall be paid out of unobligated amounts avail-
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able for administrative expenses of the Bureau of Land Manage-
ment.

(f) TREATMENT OF RECEIPTS.—(1) Notwithstanding section 35 of
the Mineral Leasing Act (30 U.S.C. 191), all moneys received dur-
ing the period specified in paragraph (2) from a lease under this
section (including moneys in the form of sales, bonuses, royalties
(including interest charges collected under the Federal Oil and Gas
Royalty Management Act of 1982 (30 U.S.C. 1701 et seq.)), and
rentals) shall be covered into the Treasury of the United States and
shall not be subject to distribution to the States pursuant to sub-
section (a) of such section 35.

(2) The period referred to in this subsection is the period begin-
ning on November 18, 1997, and ending on the date on which the
Secretary of Energy and the Secretary of the Interior jointly certify
to Congress that the sum of the moneys deposited in the Treasury
under paragraph (1) is equal to the total of the following:

(A) The cost of all environmental restoration, waste man-
agement, and environmental compliance activities incurred by
the United States with respect to the lands transferred under
subsection (a).

(B) The cost to the United States to originally install wells,
gathering lines, and related equipment on the transferred
lands and any other cost incurred by the United States with
respect to the lands.

(g) USE ofF RECEIPTS.—(1) The Secretary of the Interior may
use, without further appropriation, not more than $1,500,000 of the
moneys covered into the Treasury under subsection (f)(1) to cover
the cost of any additional analysis, site characterization, and
geotechnical studies deemed necessary by the Secretary to support
environmental restoration, waste management, or environmental
compliance with respect to Oil Shale Reserve Numbered 3. Upon
the completion of such studies, the Secretary of the Interior shall
submit to Congress a report containing—

(A) the results and conclusions of such studies; and

(B) an estimate of the total cost of the Secretary’s pre-
ferred alternative to address environmental restoration, waste
management, and environmental compliance needs at Oil
Shale Reserve Numbered 3.

(2) If the cost estimate required by paragraph (1)(B) does not
exceed the total of the moneys covered into the Treasury under
subsection (f)(1) and remaining available for obligation as of the
date of submission of the report under paragraph (1), the Secretary
of the Interior may access such moneys, beginning 60 days after
submission of the report and without further appropriation, to
cover the costs of implementing the preferred alternative to ad-
dress environmental restoration, waste management, and environ-
mental compliance needs at Oil Shale Reserve Numbered 3. If the
cost estimate exceeds such available moneys, the Secretary of the
Interior may only access such moneys as authorized by subsequent
Act of Congress.
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NATIONAL PETROLEUM RESERVE IN ALASKA

EXCERPT FrROM PUBLIC LAW 94-258

AN ACT To authorize the Secretary of the Interior to establish on certain public
lands of the United States national petroleum reserves the development of which
needs to be regulated in a manner consistent with the total energy needs of the
Nation, and for other purposes.

Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled, That the Act may

be cited as the “Naval Petroleum Reserves Production Act of 1976”.

[42 U.S.C. 6501 note]
TITLE I—NATIONAL PETROLEUM RESERVE IN ALASKA

DEFINITION

SEC. 101. As used in this title, the term “petroleum” includes
crude oil, gases (including natural gas), natural gasoline, and other
related hydrocarbons, oil shale, and the products of any of such re-
sources.

[42 U.S.C. 6501]

DESIGNATION OF THE NATIONAL PETROLEUM RESERVE IN ALASKA

SEC. 102. The area known as Naval Petroleum Reserve Num-
bered 4, Alaska, established by Executive order of the President,
dated February 27, 1923, except for tract Numbered 1 as described
in Public Land Order 2344, dated April 24, 1961, shall be trans-
ferred to and administered by the Secretary of the Interior in ac-
cordance with the provisions of this Act. Effective on the date of
transfer all lands within such area shall be redesignated as the
“National Petroleum Reserve in Alaska” (hereinafter in this title
referred to as the “reserve”). Subject to valid existing rights, all
lands within the exterior boundaries of such reserve are hereby re-
served and withdrawn from all forms of entry and disposition
under the public land laws, including the mining and mineral leas-
ing laws, and all other Acts; but the Secretary is authorized to (1)
make dispositions of mineral materials pursuant to the Act of July
31, 1947 (61 Stat. 681), as amended (30 U.S.C. 601), for appro-
priate use by Alaska Natives and the North Slope Borough, (2)
make such dispositions of mineral materials and grant such rights-
of-way, licenses, and permits as may be necessary to carry out his
responsibilities under this Act, (3) convey the surface of lands prop-
erly selected on or before December 18, 1975, by Native village cor-
porations pursuant to the Alaska Native Claims Settlement Act,
and (4) grant such rights-of-way to the North Slope Borough, under
the provisions of title V of the Federal Land Policy and Manage-
ment Act of 1976 or section 28 of the Mineral Leasing Act, as

a
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amended, as may be necessary to permit the North Slope Borough
to provide energy supplies to villages on the North Slope. All other
provisions of law heretofore enacted and actions heretofore taken
reserving such lands as a Naval Petroleum Reserve shall remain
in full force and effect to the extent not inconsistent with this Act.

[42 U.S.C. 6502]

TRANSFER OF JURISDICTION

SEC. 103. (a) Jurisdiction over the reserve shall be transferred
by the Secretary of the Navy to the Secretary of the Interior on
June 1, 1977.

(b) With respect to any activities related to the protection of
environmental, fish and wildlife, and historical or scenic values, the
Secretary of the Interior shall assume all responsibilities as of the
date of the enactment of this title. As soon as possible, but not
later than the effective date of transfer, the Secretary of the Inte-
rior may promulgate such rules and regulations as he deems nec-
essary and appropriate for the protection of such values within the
reserve.

(c) The Secretary of the Interior shall, upon the effective date
of the transfer of the reserve, assume the responsibilities and func-
tions of the Secretary of the Navy under any contracts which may
be in effect with respect to activities within the reserve.

(d) On the date of transfer of jurisdiction of the reserve, all
equipment, facilities, and other property of the Department of the
Navy used in connection with the operation of the reserve, includ-
ing all records, maps, exhibits, and other informational data held
by the Secretary of the Navy in connection with the reserve, shall
be transferred without reimbursement from the Secretary of the
Navy to the Secretary of the Interior who shall thereafter be au-
thorized to use them to carry out the provisions of this title.

(e) On the date of transfer of jurisdiction of the reserve, the
Secretary of the Navy shall transfer to the Secretary of the
Internior all unexpended funds previously appropriated for use in
connection with the reserve and all civilian personnel ceilings as-
signed by the Secretary of the Navy to the management and oper-
ation of the reserve as of January 1, 1976.

[42 U.S.C. 6503]

ADMINISTRATION OF THE RESERVE

SEC. 104. (a) Except as provided in subsection (e) of this sec-
tion, production of petroleum from the reserve is prohibited and no
development leading to production of petroleum from the reserve
shall be undertaken until authorized by an Act of Congress.

(b) Any exploration within the Utukok River, the Teshekpuk
Lake areas, and other areas designated by the Secretary of the In-
terior containing any significant subsistence, recreational, fish and
wildlife, or historical or scenic value, shall be conducted in a man-
ner which will assure the maximum protection of such surface val-
ues to the extent consistent with the requirements of this Act for
the exploration of the reserve.

(c) The Secretary of the Navy shall continue the ongoing petro-
leum exploration program within the reserve until the date of the
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transfer of jurisdiction specified in section 103(a). Prior to the date
of such transfer of jurisdiction the Secretary of the Navy shall—

(1) cooperate fully with the Secretary of the Interior pro-
viding him access to such facilities and such information as he
may request to facilitate the transfer of jurisdiction;

(2) provide to the Committee on Energy and Natural Re-
sources of the Senate and the Committee on Natural Resources
of the House of Representatives copies of any reports, plans, or
contracts pertaining to the reserve that are required to be sub-
mitted to the Committees on Armed Services of the Senate and
the House of Representatives; and

(3) cooperate and consult with the Secretary of the Interior
before executing any new contract or amendment to any exist-
ing contract pertaining to the reserve and allow him a reason-
able opportunity to comment on such contract or amendment,
as the case may be.

(d) The Secretary of the Interior shall commence further petro-
leum exploration of the reserve as of the date of transfer of jurisdic-
tion specified in section 103(a). In conducting this exploration ef-
fort, the Secretary of the Interior—

(1) is authorized to enter into contracts for the exploration
of the reserve, except that no such contract may be entered
into until at least thirty days after the Secretary of the Interior
has provided the Attorney General with a copy of the proposed
contract and such other information as may be appropriate to
determine legal sufficiency and possible violations under, or in-
consistencies with, the antitrust laws. If, within such thirty-
day period, the Attorney General advises the Secretary of the
Interior that any such contract would unduly restrict competi-
tion or be inconsistent with the antitrust laws, then the Sec-
retary of the Interior may not execute that contract;

(2) shall submit to the Committee on Energy and Natural
Resources of the Senate and the Committee on Natural Re-
sources of the House of Representatives any new plans or sub-
stantial amendments to ongoing plans for the exploration of
the reserve. All such plans or amendments submitted to such
committees pursuant to this section shall contain a report by
the Attorney General of the United States with respect to the
anticipated effects of such plans or amendments on competi-
tion. Such plans or amendments shall not be implemented
until sixty days after they have been submitted to such com-
mittees; and

(3) shall report annually to the Committee on Energy and
Natural Resources of the Senate and the Committee on Nat-
ural Resources of the House of Representatives on the progress
of, and future plans for, exploration of the reserve.

[42 U.S.C. 6504]

STUDY OF THE RESERVE

SEC. 105. (a) [This subsection amended section 164 of the En-
ergy Policy and Conservation Act.]

(b)(1) The President shall direct such Executive departments
and/or agencies as he may deem appropriate to conduct a study, in
consultation with representatives of the State of Alaska, to deter-
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mine the best overall procedures to be used in the development,
production, transportation, and distribution of petroleum resources
in the reserve. Such study shall include, but shall not be limited
to, a consideration of—

(A) the alternative procedures for accomplishing the devel-
opment, production, transportation, and distribution of the pe-
troleum resources from the reserve, and

(B) the economic and environmental consequences of such
alternative procedures.

(2) The President shall make semiannual progress reports on
the implementation of this subsection to the Committees on Inte-
rior and Insular Affairs of the Senate and the House of Representa-
tives beginning not later than six months after the date of the en-
actment of this Act and shall, not later than one year after the
transfer of jurisdiction of the reserve, and annually thereafter, re-
port any findings or conclusions developed as a result of such study
together with appropriate supporting data and such recommenda-
tions as he deems desirable. The study shall be completed and sub-
mitted to such committees, together with recommended procedures
and any proposed legislation necessary to implement such proce-
dures not later than January 1, 1980.

(c)(1) The Secretary of the Interior shall establish a task force
to conduct a study to determine the values of, and best uses for,
the lands contained in the reserve, taking into consideration (A)
the natives who live or depend upon such lands, (B) the scenic, his-
torical, recreational, fish and wildlife, and wilderness values, (C)
mineral potential, and (D) other values of such lands.

(2) Such task force shall be composed of representatives from
the government of Alaska, the Arctic slope native community, and
such offices and bureaus of the Department of the Interior as the
Secretary of the Interior deems appropriate, including, but not lim-
ited to, the Bureau of Land Management, the United States Fish
and Wildlife Service, the United States Geological Survey, and the
Bureau of Mines. 1

(3) The Secretary of the Interior shall submit a report, together
with the concurring or dissenting views, if any, of any non-Federal
representatives of the task force, of the results of such study to the
Committees on Interior and Insular Affairs of the Senate and the
House of Representatives within three years after the date of en-
actment of this title and shall include in such report his rec-
ommendations with respect to the value, best use, and appropriate
designation of the lands referred to in paragraph (1).

[42 U.S.C. 6505]

ANTITRUST PROVISIONS

SEC. 106. Unless otherwise provided by Act of Congress, when-
ever development leading to production of petroleum is authorized,
the provisions of subsections (g), (h), and (i) of section 7430 of title
10, United States Code, shall be deemed applicable to the Secretary
of the Interior with respect to rules and regulations, plans of devel-
opment and amendments thereto, and contracts and operating
agreements. All plans and proposals submitted to the Congress

1Pursuant to section 10(b) of Public Law 102-285, the “Bureau of Mines” is now known as
the “United States Bureau of Mines”.
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under this title or pursuant to legislation authorizing development
leading to production shall contain a report by the Attorney Gen-
eral of the United States on the anticipated effects upon competi-
tion of such plans and proposals.

[42 U.S.C. 6506]

AUTHORIZATION FOR APPROPRIATIONS

SEC. 107. (a) There are authorized to be appropriated to the
Department of the Interior such sums as may be necessary to carry
out the provisions of this title.

(b) If the Secretary of the Interior determines that there is an
immediate and substantial increase in the need for municipal serv-
ices and facilities in communities located on or near the reserve as
a direct result of the exploration and study activities authorized by
this title and that an unfair and excessive financial burden will be
incurred by such communities as a result of the increased need for
such services and facilities, then he is authorized to assist such
communities in meeting the costs of providing increased municipal
services and facilities. The Secretary of the Interior shall carry out
the provisions of this section through existing Federal programs
and he shall consult with the heads of the departments or agencies
of the Federal Government concerned with the type of services and
facilities for which financial assistance is being made available.

[42 U.S.C. 6507]

NATIONAL PETROLEUM RESERVE IN ALASKA
ExXceErpPT FROM PUBLIC LAW 96-514

EXPLORATION OF NATIONAL PETROLEUM RESERVE IN ALASKA

For necessary expenses of carrying out the provisions of section
104 of Public Law 94-258, and for conducting hereafter and with
funds appropriated by this Act and by subsequent appropriation
Acts, notwithstanding any other proivision of law and pursuant to
such rules and regulations as the Secretary may prescribe, an ex-
peditious program of competitive leasing of oil and gas in the Na-
tional Petroleum Reserve in Alaska, $107,001,000, to remain avail-
able until expended: Provided, That (1) activities undertaken pur-
suant to this Act shall include or provide for such conditions, re-
strictions, and prohibitions as the Secretary deems necessary or ap-
propriate to mitigate reasonably foreseeable and significantly ad-
verse effects on the surface resources of the National Petroleum Re-
serve in Alaska (the Reserve); (2) the provisions of section 202 and
section 603 of the Federal Lands Policy and Management Act of
1976 (90 Stat. 2743) shall not be applicable to the Reserve; (3) the
first lease sale shall be conducted within twenty months of the date
of enactment of this Act: Provided, That the first lease sale shall
be conducted only after publication of a final environmental impact
statement if such is deemed necessary under the provisions of the
National Environmental Policy act of 1969 (42 U.S.C. 4332); (4) the
withdrawals established by section 102 of Public Law 94-258 are
rescinded for the purposes of the oil and gas leasing program au-
thorized herein; (5) bidding systems used in lease sales shall be
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based on bidding systems included in section 205(a)(1) (A) through
(H) of the Outer Continental Shelf Lands Act Amendments of 1978
(92 Stat. 629); (6) lease tracts may encompass identified geological
structures; (7) the size of lease tracts may be up to sixty thousand
acres, as determined by the Secretary; (8) each lease shall be
issued for an initial period of up to ten years, and shall be ex-
tended for so long thereafter as oil or gas is produced from the
lease in paying quantities, or as drilling or reworking operations,
as approved by the Secretary, are conducted thereon; and (9) all re-
ceipts from sales, rentals, bonuses, and royalties on leases issued
pursuant to this Act shall be paid into the Treasury of the United
States: Provided, That 50 per centum thereof shall be paid by the
Secretary of the Treasury semiannually, as soon as practicable
after March 30 and September 30 each year, to the State of Alaska
for (a) planning, (b) construction, maintenance, and operation of es-
sential public facilities, and (c) other necessary provisions of public
service: Provided further, That in the allocation of such funds, the
State shall give priority to use by subdivisons of the State most di-
rectly or severely impacted by development of oil and gas leased
under this Act.

Any agency of the United States and any person authorized by
the Secretary may conduct geological and geophysical explorations
in the National Petroleum Reserve in Alaska which do not interfere
with operations under any contract maintained or granted pre-
viously. Any information acquired in such explorations shall be
subject to the conditions of 43 U.S.C. 1352(a)(1)(A).

Any action seeking judicial review of the adequacy of any pro-
gram or site-specific environmental impact statement under section
102 of the National Environmental Policy Act of 1969 (42 U.S.C.
4332) concerning oil and gas leasing in the National Petroleum Re-
serve-Alaska shall be barred unless brought in the appropriate Dis-
trict Court within 60 days after notice of the availability of such
statement is published in the Federal Register.

The detailed environmental studies and assessments that have
been conducted on the exploration program and the comprehensive
land-use studies carried out in response to sections 105 (b) and (c)
of Public Law 94-258 shall be deemed to have fulfilled the require-
ments of section 102(2)(c) of the National Environmental Policy Act
(Public Law 91-190), with regard to the first two oil and gas lease
sales in the National Petroleum Reserve-Alaska: Provided, That
not more than a total of 2,000,000 acres may be leased in these two
sales: Provided further, That any exploration or production under-
taken pursuant to this section shall be in accordance with section
104(b) of the Naval Petroleum Reserves Production Act of 1976 (90
Stat. 304; 42 U.S.C. 6504).

[42 U.S.C. 6508]
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TITLE XVIII OF THE ENERGY POLICY ACT OF 1992—OIL
PIPELINE REGULATORY REFORM

[42 U.S.C. 7172 note]

TITLE XVIII—OIL PIPELINE
REGULATORY REFORM

SEC. 1801. OIL PIPELINE RATEMAKING METHODOLOGY.

(a) ESTABLISHMENT.—Not later than 1 year after the date of
the enactment of this Act, the Federal Energy Regulatory Commis-
sion shall issue a final rule which establishes a simplified and gen-
erally applicable ratemaking methodology for oil pipelines in ac-
cordance with section 1(5) of part I of the Interstate Commerce Act.

(b) EFFECTIVE DATE.—The final rule to be issued under sub-
section (a) may not take effect before the 365th day following the
date of the issuance of the rule.

SEC. 1802. STREAMLINING OF COMMISSION PROCEDURES.

(a) RULEMAKING.—Not later than 18 months after the date of
the enactment of this Act, the Commission shall issue a final rule
to streamline procedures of the Commission relating to oil pipeline
rates in order to avoid unnecessary regulatory costs and delays.

(b) ScoPE OF RULEMAKING.—Issues to be considered in the
rulemaking proceeding to be conducted under subsection (a) shall
include the following:

(1) Identification of information to be filed with an oil pipe-
line tariff and the availability to the public of any analysis of
such tariff filing performed by the Commission or its staff.

(2) Qualification for standing (including definitions of eco-
nomic interest) of parties who protest oil pipeline tariff filings
or file complaints thereto.

(3) The level of specificity required for a protest or com-
plaint and guidelines for Commission action on the portion of
the tariff or rate filing subject to protest or complaint.

(4) An opportunity for the oil pipeline to file a response for
the record to an initial protest or complaint.

(5) Identification of specific circumstances under which
Commission staff may initiate a protest.

(c) ADDITIONAL PROCEDURAL CHANGES.—In conducting the
rulemaking proceeding to carry out subsection (a), the Commission
shall identify and transmit to Congress any other procedural
changes relating to oil pipeline rates which the Commission deter-
mines are necessary to avoid unnecessary regulatory costs and
delays and for which additional legislative authority may be nec-
essary.

(d) WITHDRAWAL OF TARIFFS AND COMPLAINTS.—
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(1) WITHDRAWAL OF TARIFFS.—If an oil pipeline tariff
which is filed under part I of the Interstate Commerce Act and
which is subject to investigation is withdrawn—

(A) any proceeding with respect to such tariff shall be
terminated;

(B) the previous tariff rate shall be reinstated; and

(C) any amounts collected under the withdrawn tariff
rate which are in excess of the previous tariff rate shall be
refunded.

(2) WITHDRAWAL OF COMPLAINTS.—If a complaint which is
filed under section 13 of the Interstate Commerce Act with re-
spect to an oil pipeline tariff is withdrawn, any proceeding
with respect to such complaint shall be terminated.

(e) ALTERNATIVE DISPUTE RESOLUTION.—To the maximum ex-
tent practicable, the Commission shall establish appropriate alter-
native dispute resolution procedures, including required negotia-
tions and voluntary arbitration, early in an oil pipeline rate pro-
ceeding as a method preferable to adjudication in resolving dis-
putes relating to the rate. Any proposed rates derived from imple-
mentation of such procedures shall be considered by the Commis-
sion on an expedited basis for approval.

SEC. 1803. PROTECTION OF CERTAIN EXISTING RATES.

(a) RATES DEEMED JUST AND REASONABLE.—Except as pro-
vided in subsection (b)—

(1) any rate in effect for the 365-day period ending on the
date of the enactment of this Act shall be deemed to be just
and reasonable (within the meaning of section 1(5) of the Inter-
state Commerce Act); and

(2) any rate in effect on the 365th day preceding the date
of such enactment shall be deemed to be just and reasonable
(within the meaning of such section 1(5)) regardless of whether
or not, with respect to such rate, a new rate has been filed
with the Commission during such 365-day period;

if the rate in effect, as described in paragraph (1) or (2), has not
been subject to protest, investigation, or complaint during such
365-day period.

(b) CHANGED CIRCUMSTANCES.—No person may file a complaint
under section 13 of the Interstate Commerce Act against a rate
deemed to be just and reasonable under subsection (a) unless—

(1) evidence is presented to the Commission which estab-
lishes that a substantial change has occurred after the date of
the enactment of this Act—

(A) in the economic circumstances of the oil pipeline
which were a basis for the rate; or
(B) in the nature of the services provided which were

a basis for the rate; or

(2) the person filing the complaint was under a contractual
prohibition against the filing of a complaint which was in effect
on the date of enactment of this Act and had been in effect
prior to January 1, 1991, provided that a complaint by a party
bound by such prohibition is brought within 30 days after the
expiration of such prohibition.

If the Commission determines pursuant to a proceeding instituted
as a result of a complaint under section 13 of the Interstate Com-
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merce Act that the rate is not just and reasonable, the rate shall
not be deemed to be just and reasonable. Any tariff reduction or
refunds that may result as an outcome of such a complaint shall
be prospective from the date of the filing of the complaint.

(c) LIMITATION REGARDING UNDULY DISCRIMINATORY OR PREF-
ERENTIAL TARIFFS.—Nothing in this section shall prohibit any ag-
grieved person from filing a complaint under section 13 or section
15(1) of the Interstate Commerce Act challenging any tariff provi-
sion as unduly discriminatory or unduly preferential.

SEC. 1804. DEFINITIONS.
For the purposes of this title, the following definitions apply:

(1) CoMMISSION.—The term “Commission” means the Fed-
eral Energy Regulatory Commission and, unless the context re-
quires otherwise, includes the Oil Pipeline Board and any
other office or component of the Commission to which the func-
tions and authority vested in the Commission under section
402(b) of the Department of Energy Organization Act (42
U.S.C. 7172(b)) are delegated.

(2) OIL PIPELINE.—

(A) IN GENERAL.—Except as provided in subparagraph
(B), the term “oil pipeline” means any common carrier
(within the meaning of the Interstate Commerce Act)
which transports oil by pipeline subject to the functions
and authority vested in the Commission under section
402(b) of the Department of Energy Organization Act (42
U.S.C. 7172(b)).

(B) EXCEPTION.—The term “oil pipeline” does not in-
clude the Trans-Alaska Pipeline authorized by the Trans-
Alaska Pipeline Authorization Act (43 U.S.C. 1651 et seq.)
or any pipeline delivering oil directly or indirectly to the
Trans-Alaska Pipeline.

(3) O1IL.—The term “o0il” has the same meaning as is given
such term for purposes of the transfer of functions from the
Interstate Commerce Commission to the Federal Energy Regu-
latory Commission under section 402(b) of the Department of
Energy Organization Act (42 U.S.C. 7172(b)).

(4) RATE.—The term “rate” means all charges that an oil
pipeline requires shippers to pay for transportation services.
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NATURAL GAS ACT
THE ACT OF JUNE 21, 1938, CHAPTER 556

AN ACT To regulate the transportation and sale of natural gas in interstate
commerce, and for other purposes.
Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

NECESSITY FOR REGULATION OF NATURAL GAS COMPANIES

SECTION 1. (a) As disclosed in reports of the Federal Trade
Commission made pursuant to Senate Resolution 83 (Seventieth
Congress, first session) and other reports made pursuant to the au-
thority of Congress, it is hereby declared that the business of trans-
porting and selling natural gas for ultimate distribution to the pub-
lic is affected with a public interest, and that Federal regulation in
matters relating to the transportation of natural gas and the sale
thereof in interstate and foreign commerce is necessary in the pub-
lic interest.

(b) The provisions of this Act shall apply to the transportation
of natural gas in interstate commerce, to the sale in interstate com-
merce of natural gas for resale for ultimate public consumption for
domestic, commercial, industrial, or any other use, and to natural
gas companies engaged in such transportation or sale, but shall not
apply to any other transportation or sale of natural gas or to the
local distribution of natural gas or to the facilities used for such
distribution or to the production or gathering of natural gas.

(¢) The provisions of this Act shall not apply to any person en-
gaged in or legally authorized to engage in the transportation in
interstate commerce or the sale in interstate commerce for resale,
of natural gas received by such person from another person within
or at the boundary of a State if all the natural gas so received is
ultimately consumed within such State, or to any facilities used by
such person for such transportation or sale, provided that the rates
and service of such person and facilities be subject to regulation by
a State commission. The matters exempted from the provisions of
this Act by this subsection are hereby declared to be matters pri-
marily of local concern and subject to regulation by the several
States. A certification from such State commission to the Federal
Power Commission that such State commission has regulatory ju-
risdiction over rates and service of such person and facilities and
is exercising such jurisdiction shall constitute conclusive evidence
of such regulatory power or jurisdiction.

(d) The provisions of this Act shall not apply to any person
solely by reason of, or with respect to, any sale or transportation
of vehicular natural gas if such person is—

(1) not otherwise a natural-gas company; or
57
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(2) subject primarily to regulation by a State commission,
whether or not such State commission has, or is exercising, ju-
risdiction over the sale, sale for resale, or transportation of ve-
hicular natural gas.

[15 U.S.C. 717]

SEC. 2. When used in this Act, unless the context otherwise
requires—

(1) “Person” includes an individual or a corporation.

(2) “Corporation” includes any corporation, joint stock com-
pany, partnership, association, business trust, organized group
of persons, whether incorporated or not, receiver or receivers,
trustee or trustees of any of the foregoing, but shall not include
municipalities as hereinafter defined.

(3) “Municipality” means a city, county, or other political
subdivision or agency of a State.

(4) “State” means a State admitted to the Union, the Dis-
tsrict of Columbia, and any organized Territory of the United

tates.

(5) “Natural gas” means either natural gas unmixed, or
any mixture of natural and artificial gas.

(6) “Natural-gas company” means a person engaged in the
transportation of natural gas in interstate commerce, or the
sale in interstate commerce of such gas for resale.

(7) “Interstate commerce” means commerce between any
point in a State and any point outside thereof, or between
points within the same State but through any place outside
thereof, but only insofar as such commerce takes place within
the United States.

(8) “State commission” means the regulatory body of the
State or municipality having jurisdiction to regulate rates and
charges for the sale of natural gas to consumers within the
State or municipality.

(9) “Commission” and “Commissioner” means the Federal
Power Commission, and a member thereof, respectively.

(10) “Vehicular natural gas” means natural gas that is ul-
timately used as a fuel in a self-propelled vehicle.

[15 U.S.C. 717a]
EXPORTATION OR IMPORTATION OF NATURAL GAS

SEC. 3. (a) After six months from the date on which this act
takes effect no person shall export any natural gas from the United
States to a foreign country or import any natural gas from a for-
eign country without first having secured an order of the Commis-
sion authorizing it to do so. The Commission shall issue such order
upon application, unless, after opportunity for hearing, it finds that
the proposed exportation or importation will not be consistent with
the public interest. The Commission may by its order grant such
application, in whole or in part, with such modification and upon
such terms and conditions as the Commission may find necessary
or appropriate, and may from time to time, after opportunity for
hearing, and for good cause shown, make such supplemental order
in the premises as it may find necessary or appropriate.

(b) With respect to natural gas which is imported into the
United States from a nation with which there is in effect a free
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trade agreement requiring national treatment for trade in natural
gas, and with respect to liquefied natural gas—
(1) the importation of such natural gas shall be treated as

a “first sale” within the meaning of section 2(21) of the Natural

Gas Policy Act of 1978; and

(2) the Commission shall not, on the basis of national ori-
gin, treat any such imported natural gas on an unjust, unrea-
sonable, unduly discriminatory, or preferential basis.

(c) For purposes of subsection (a), the importation of the nat-
ural gas referred to in subsection (b), or the exportation of natural
gas to a nation with which there is in effect a free trade agreement
requiring national treatment for trade in natural gas, shall be
deemed to be consistent with the public interest, and applications
for such importation or exportation shall be granted without modi-
fication or delay.

[15 U.S.C. 717b]
RATES AND CHARGES; SCHEDULES; SUSPENSION OF NEW RATES

SEC. 4. (a) All rates and charges made, demanded, or received
by any natural-gas company for or in connection with the transpor-
tation or sale of natural gas subject to the jurisdiction of the Com-
mission, and all rules and regulations affecting or pertaining to
such rates or charges, shall be just and reasonable, and any such
rate or charge that is not just and reasonable is hereby declared
to be unlawful.

(b) No natural-gas company shall, with respect to any trans-
portation or sale of natural gas subject to the jurisdiction of the
Commission, (1) make or grant any undue preference or advantage
to any person or subject any person to any undue prejudice or dis-
advantage, or (2) maintain any unreasonable difference in rates,
charges, service, facilities, or in any other respect, either as be-
tween localities or as between classes of service.

(c) Under such rules and regulations as the Commission may
prescribe, every natural-gas company shall file with the Commis-
sion, within such time (not less than sixty days from the date this
act takes effect) and in such form as the Commission may des-
ignate, and shall keep open in convenient form and place for public
inspection, schedules showing all rates and charges for any trans-
portation or sale subject to the jurisdiction of the Commission, and
the classifications, practices, and regulations affecting such rates
and charges, together with all contracts which in any manner af-
fect or relate to such rates, charges, classifications, and services.

(d) Unless the Commission otherwise orders, no change shall
be made by any natural-gas company in any such rate, charge,
classification, or service, or in any rule, regulations, or contract re-
lating thereto, except after thirty days’ notice to the Commission
and to the public. Such notice shall be given by filing with the
Commission and keeping open for public inspection new schedules
stating plainly the change or changes to be made in the schedule
or schedules then in force and the time when the change or
changes will go into effect. The Commission, for good cause shown,
may allow changes to take effect without requiring the thirty days’
notice herein provided for by an order specifying the changes so to
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be made and the time when they shall take effect and the manner
in which they shall be filed and published.

(e) Whenever any such new schedule is filed the Commission
shall have authority, either upon complaint of any State, munici-
pality, State commission, or gas distributing company or upon its
own initiative without complaint, at once, and if it so orders, with-
out answer or formal pleading by the natural-gas company, but
upon reasonable notice, to enter upon a hearing concerning the
lawfulness of such rate, charge, classification, or service; and, pend-
ing such hearing and the decision thereon, the Commission, upon
filing with such schedules and delivering to the natural-gas com-
pany affected thereby a statement in writing of its reasons for such
suspension, may suspend the operation of such schedule and defer
the use of such rate, charge, classification, or service, but not for
a longer period than five months beyond the time when it would
otherwise go into effect; and after full hearings, either completed
before or after the rate, charge, classification, or service goes into
effect, the Commission may make such orders with reference there-
to as would be proper in a proceeding initiated after it had become
effective. If the proceeding has not been concluded and an order
made at the expiration of the suspension period, on motion of the
natural-gas company making the filing, the proposed change of
rate, charge, classification, or service shall go into effect. Where in-
creased rates or charges are thus made effective, the Commission
may, by order, require the natural-gas company to furnish a bond,
to be approved by the Commission, to refund any amounts ordered
by the Commission, to keep accurate accounts in detail of all
amounts received by reason of such increase, specifying by whom
and in whose behalf such amounts were paid, and, upon completion
of the hearing and decision, to order such natural-gas company to
refund, with interest, the portion of such increased rates or charges
by its decision found not justified. At any hearing involving a rate
or charge sought to be increased, the burden of proof to show that
the increased rate or charge is just and reasonable shall be upon
the natural-gas company, and the Commission shall give to the
hearing and decision of such questions preference over other ques-
tions pending before it and decide the same as speedily as possible.

[15 U.S.C. 717c]

FIXING RATE AND CHARGES; DETERMINATION OF COST OF PRODUCTION
OR TRANSPORTATION

SEC. 5. (a) Whenever the Commission, after a hearing had
upon its own motion or upon complaint of any State, municipality,
State commission, or gas distributing company, shall find that any
rate, charge, or classification demanded, observed, charged, or col-
lected by any natural-gas company in connection with any trans-
portation or sale of natural gas, subject to the jurisdiction of the
Commission, or that any rule, regulation, practice, or contract af-
fecting such rate, charge, or classification i1s unjust, unreasonable,
unduly discriminatory, or preferential, the Commission shall deter-
mine the just and reasonable rate, charge, classification, rule, regu-
lation, practice, or contract to be thereafter observed and in force,
and shall fix the same by order: Provided, however, That the Com-
mission shall have no power to order any increase in any rate con-
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tained in the currently effective schedule of such natural-gas com-
pany on file with the Commission, unless such increase is in ac-
cordance with a new schedule filed by such natural-gas company;
but the Commission may order a decrease where existing rates are
unjust, unduly discriminatory, preferential, otherwise unlawful, or
are not the lowest reasonable rates.

(b) The Commission upon its own motion, or upon the request
of any State commission, whenever it can do so without prejudice
to the efficient and proper conduct of its affairs, may investigate
and determine the cost of the production or transportation of nat-
ural gas by a natural-gas company in cases where the Commission
has no authority to establish a rate governing the transportation
or sale of such natural gas.

[15 U.S.C. 717d]
ASCERTAINMENT OF COST OF PROPERTY

SEC. 6. (a) The Commission may investigate and ascertain the
actual legitimate cost of the property of every natural-gas company,
the depreciation therein, and, when found necessary for rate-mak-
ing purposes, other facts which bear on the determination of such
cost or depreciation and the fair value of such property.

(b) Every natural-gas company upon request shall file with the
Commission an inventory of all or any part of its property and a
statement of the original cost thereof, and shall keep the Commis-
sion informed regarding the cost of all additions, betterments, ex-
tensions, and new construction.

[15 U.S.C. 717e]
EXTENSION OF FACILITIES; ABANDONMENT OF SERVICE

SEC. 7. (a) Whenever the Commission, after notice and oppor-
tunity for hearing, finds such action necessary or desirable in the
public interest, it may by order direct a natural-gas company to ex-
tend or improve its transportation facilities, to establish physical
connection of its transportation facilities with the facilities of, and
sell natural gas to, any person or municipality engaged or legally
authorized to engage in the local distribution of natural or artificial
gas to the public, and for such purpose to extend its transportation
facilities to communities immediately adjacent to such facilities or
to territory served by such natural-gas company, if the Commission
finds that no undue burden will be placed upon such natural-gas
company thereby: Provided, That the Commission shall have no au-
thority to compel the enlargement of transportation facilities for
such purposes, or to compel such natural-gas company to establish
physical connection or sell natural gas when to do so would impair
its ability to render adequate service to its customers.

(b) No natural-gas company shall abandon all or any portion
of its facilities subject to the jurisdiction of the Commission, or any
service rendered by means of such facilities, without the permission
and approval of the Commission first had and obtained, after due
hearing, and a finding by the Commission that the available supply
of natural gas is depleted to the extent that the continuance of
service is unwarranted, or that the present or future public conven-
ience or necessity permit such abandonment.
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(e)(1)(A) No natural-gas company or person which will be a
natural-gas company upon completion of any proposed construction
or extension shall engage in the transportation or sale of natural
gas, subject to the jurisdiction of the Commission, or undertake the
construction or extension of any facilities therefor, or acquire or op-
erate any such facilities or extensions thereof, unless there is in
force with respect to such natural-gas company a certificate of pub-
lic convenience and necessity issued by the Commission author-
izing such acts or operations: Provided, however, That if any such
natural-gas company or predecessor in interest was bona fide en-
gaged in transportation or sale of natural gas, subject to the juris-
diction of the Commission, on the effective date of this amendatory
Act, over the route or routes or within the area for which applica-
tion is made and has so operated since that time, the Commission
shall issue such certificate without requiring further proof that
public convenience and necessity will be served by such operation,
and without further proceedings, if application for such certificate
is made to the Commission within ninety days after the effective
date of this amendatory Act. Pending the determination of any
such application, the continuance of such operation shall be lawful.

(B) In all other cases the Commission shall set the matter for
hearing and shall give such reasonable notice of the hearing there-
on to all interested persons as in its judgment may be necessary
under rules and regulations to be prescribed by the Commission;
and the application shall be decided in accordance with the proce-
dure provided in subsection (e) of this section and such certificate
shall be issued or denied accordingly: Provided, however, That the
Commission may issue a temporary certificate in cases of emer-
gency, to assure maintenance of adequate service or to serve par-
ticular customers, without notice or hearing, pending the deter-
mination of an application for a certificate, and may by regulation
exempt from the requirements of this section temporary acts or op-
erations for which the issuance of a certificate will not be required
in the public interest.

(2) The Commission may issue a certificate of public conven-
ience and necessity to a natural-gas company for the transportation
in interstate commerce of natural gas used by any person for one
or more high-priority uses, as defined, by rule, by the Commission,
in the case of—

(A) natural gas sold by the producer to such person; and
(B) natural gas produced by such person.

(d) Application for certificates shall be made in writing to the
Commission, be verified under oath, and shall be in such form, con-
tain such information, and notice thereof shall be served upon such
interested parties and in such manner as the Commission shall, by
regulation require.

(e) Except in the cases governed by the provisos contained in
subsection (c)(1) of this section, a certificate shall be issued to any
qualified applicant therefor, authorizing the whole or any part of
the operation, sale, service, construction, extension, or acquisition
covered by the application, if it is found that the applicant is able
and willing properly to do the acts and to perform the service pro-
posed and to conform to the provisions of the Act and the require-
ments, rules, and regulations of the Commission thereunder, and
that the proposed service, sale, operation, construction, extension,
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or acquisition, to the extent authorized by the certificate, is or will
be required by the present or future public convenience and neces-
sity; otherwise such application shall be denied. The Commission
shall have the power to attach to the issuance of the certificate and
to the exercise of the rights granted thereunder such reasonable
terms and conditions as the public convenience and necessity may
require.

(f)(1) The Commission, after a hearing had upon its own mo-
tion or upon application, may determine the service areas to which
each authorization under this section is to be limited. Within such
service area as determined by the Commission a natural-gas com-
pany may enlarge or extend its facilities for the purpose of sup-
plying increased market demands in such service area without fur-
ther authorization; and

(2) If the Commission has determined a service area pursuant
to this subsection, transportation to ultimate consumers in such
service area by the holder of such service area determination, even
if across State lines, shall be subject to the exclusive jurisdiction
of the State commission in the State in which the gas is consumed.
This section shall not apply to the transportation of natural gas to
another natural gas company.

(g) Nothing contained in this section shall be construed as a
limitation upon the power of the Commission to grant certificates
of public convenience and necessity for service of an area already
being served by another natural-gas company.

(h) When any holder of a certificate of public convenience and
necessity cannot acquire by contract, or is unable to agree with the
owner of property to the compensation to be paid for, the necessity
right-of-way to construct, operate, and maintain a pipe line or pipe
lines for the transportation of natural gas, and the necessary land
or other property, in addition to right-of-way, for the location of
compressor stations, pressure apparatus, or other stations or equip-
ment necessary to the proper operation of such pipe line or pipe
lines, it may acquire the same by the exercise of the right of emi-
nent domain in the district court of the United States for the dis-
trict in which such property may be located, or in the State courts.
The practice and procedure in any action or proceeding for that
purpose in the district court of the United States shall conform as
nearly as may be with the practice and procedure in similar action
or proceeding in the courts of the State where the property is situ-
ated: Provided, That the United States district courts shall only
have jurisdiction of cases when the amount claimed by the owner
of the property to be condemned exceeds $3,000.

[15 U.S.C. 717]
ACCOUNTS, RECORDS, AND MEMORANDA

SEC. 8. (a) Every natural-gas company shall make, keep, and
preserve for such periods, such accounts, records of cost-accounting
procedures, correspondence, memoranda, papers, books, and other
records as the Commission may by rules and regulations prescribe
as necessary or appropriate for purposes of the administration of
this act: Provided, however, That nothing in this act shall relieve
any such natural-gas company from keeping any accounts, memo-
randa, or records which such natural-gas company may be required



Sec. 9 NATURAL GAS ACT 64

to keep by or under authority of the laws of any State. The Com-
mission may prescribe a system of accounts to be kept by such nat-
ural-gas companies, and may classify such natural-gas companies
and prescribe a system of accounts for each class. The Commission,
after notice and opportunity for hearing, may determine by order
the accounts in which particular outlays or receipts shall be en-
tered, charged, or credited. The burden of proof to justify every ac-
counting entry questioned by the Commission shall be on the per-
son making, authorizing, or requiring such entry, and the Commis-
sion may suspend a charge or credit pending submission of satis-
factory proof in support thereof.

(b) The Commission shall at all times have access to and the
right to inspect and examine all accounts, records, and memoranda
of natural-gas companies; and it shall be the duty of such natural-
gas companies to furnish to the Commission, within such reason-
able time as the Commission may order, any information with re-
spect thereto which the Commission may by order require, includ-
ing copies of maps, contracts, reports of engineers, and other data,
records, and papers, and to grant to all agents of the Commission
free access to its property and its accounts, records, and memo-
randa when requested so to do. No member, officer, or employee of
the Commission shall divulge any fact or information which may
come to his knowledge during the course of examination of books,
records, data, or accounts, except insofar as he may be directed by
the Commission or by a court.

(¢) The books, accounts, memoranda, and records of any person
who controls directly or indirectly a natural-gas company subject to
the jurisdiction of the Commission and of any other company con-
trolled by such person, insofar as they relate to transactions with
or the business of such natural-gas company, shall be subject to ex-
amination on the order of the Commission.

[15 U.S.C. 717g]
RATES OF DEPRECIATION

SEC. 9. (a) The Commission may, after hearing, require nat-
ural-gas companies to carry proper and adequate depreciation and
amortization accounts in accordance with such rules, regulations,
and forms of account as the Commission may prescribe. The Com-
mission may from time to time ascertain and determine, and by
order fix, the proper and adequate rates of depreciation and amor-
tization of the several classes of property of each natural-gas com-
pany used or useful in the production, transportation, or sale of
natural gas. Each natural-gas company shall conform its deprecia-
tion and amortization accounts to the rates so ascertained, deter-
mined, and fixed. No natural-gas company subject to the jurisdic-
tion of the Commission shall charge to operating expenses and de-
preciation or amortization charges on classes of property other than
those prescribed by the Commission, or charge with respect to any
class of property a percentage of depreciation or amortization other
than that prescribed therefor by the Commission. No such natural-
gas company shall in any case include in any form under its oper-
ating or other expenses any depreciation, amortization, or other
charge or expenditure included elsewhere as a depreciation or am-
ortization charge or otherwise under its operating or other ex-
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penses. Nothing in this section shall limit the power of a State
commission to determine in the exercise of its jurisdiction, with re-
spect to any natural-gas company, the percentage rates of deprecia-
tion or amortization to be allowed, as to any class of property of
such natural-gas company, or the composite depreciation or amorti-
zation rate, for the purpose of determining rates of charges.

(b) The Commission, before prescribing any rules or require-
ments as to accounts, records, or memoranda, or as to depreciation
or amortization rates, shall notify each State commission having ju-
risdiction with respect to any natural-gas company involved and
shall give reasonable opportunity to each such commission to
present its views and shall receive and consider such views and
recommendations.

[15 U.S.C. 717h]
PERIODIC AND SPECIAL REPORTS

SEc. 10. (a) Every natural-gas company shall file with the
Commission such annual and other periodic or special reports as
the Commission may by rules and regulations or order prescribe as
necessary or appropriate to assist the Commission in the proper
administration of this act. The Commission may prescribe the man-
ner and form in which such reports shall be made, and require
from such natural-gas companies specific answers to all questions
upon which the Commission may need information. The Commis-
sion may require that such reports shall include, among other
things, full information as to assets and liabilities, capitalization,
investment and reduction thereof, gross receipts, interest due and
paid, depreciation, amortization, and other reserves, cost of facili-
ties, cost of maintenance and operation of facilities for the produc-
tion, transportation, or sale of natural gas, cost of renewal and re-
placement of such facilities, transportation, delivery, use, and sale
of natural gas. The Commission may require any such natural-gas
company to make adequate provision for currently determining
such costs and other facts. Such reports shall be made under oath
unless the Commission otherwise specifies.

(b) It shall be unlawful for any natural-gas company willfully
to hinder, delay, or obstruct the making, filing, or keeping of any
information, document, report, memorandum, record, or account re-
quired to be made, filed, or kept under this act or any rule, regula-
tion, or order thereunder.

[15 U.S.C. 717i]
STATE COMPACTS; REPORTS ON

SEC. 11. (a) In case two or more States propose to the Congress
compacts dealing with the conservation, production, transportation,
or distribution of natural gas it shall be the duty of the Commis-
sion to assemble pertinent information relative to the matters cov-
ered in any such proposed compact, to make public and to report
to the Congress information so obtained, together with such rec-
ommendations for further legislation as may appear to be appro-
priate or necessary to carry out the purposes of such proposed com-
pact and to aid in the conservation of natural-gas resources within
the United States and in the orderly, equitable, and economic pro-
duction, transportation, and distribution of natural gas.
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(b) It shall be the duty of the Commission to assemble and
keep current pertinent information relative to the effect and oper-
ation of any compact between two or more States heretofore or
hereafter approved by the Congress, to make such information pub-
lic, and to report to the Congress, from time to time, the informa-
tion so obtained together with such recommendations as may ap-
pear to be appropriate or necessary to promote the purposes of
such compact.

(¢) In carrying out the purposes of this act, the Commission
shall, so far as practicable, avail itself of the services, records, re-
ports, and information of the executive departments and other
agencies of the Government, and the President may, from time to
time, direct that such services and facilities be made available to
the Commission.

[15 U.S.C. 717j]
OFFICIALS DEALING IN SECURITIES

SEC. 12. It shall be unlawful for any officer or director of any
natural-gas company to receive for his own benefit, directly or indi-
rectly, any money or thing of value in respect to the negotiation,
hypothecation, or sale by such natural-gas company of any security
issued, or to be issued, by such natural-gas company, or to share
in any of the proceeds thereof, or to participate in the making or
paying of any dividends, other than liquidating dividends, of such
natural-gas company from any funds properly included in capital
account.

[15 U.S.C. 717Kk]
COMPLAINTS

SEC. 13. Any State, municipality, or State commission com-
plaining of anything done or omitted to be done by any natural-gas
company in contravention of the provisions of this act may apply
to the Commission by petition, which shall briefly state the facts,
whereupon a statement of the complaint thus made shall be for-
warded by the Commission to such natural-gas company, which
shall be called upon to satisfy the complaint or to answer the same
in writing within a reasonable time to be specified by the Commis-
sion.

[15 U.S.C. 717(]

INVESTIGATIONS BY COMMISSION; ATTENDANCE OF WITNESSES;
DEPOSITIONS

SEcC. 14. (a) The Commission may investigate any facts, condi-
tions, practices, or matters which it may find necessary or proper
in order to determine whether any person has violated or is about
to violate any provision of this act or any rule, regulation, or order
thereunder, or to aid in the enforcement of the provisions of this
act or in prescribing rules or regulations thereunder, or in obtain-
ing information to serve as a basis for recommending further legis-
lation to the Congress. The Commission may permit any person to
file with it a statement in writing, under oath or otherwise, as it
shall determine, as to any or all facts and circumstances con-
cerning a matter which may be the subject of investigation. The
Commission, in its discretion, may publish in the manner author-
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ized by section 312 of the Federal Power Act, and make available
to State commissions and municipalities, information concerning
any such matter.

(b) The Commission may, after hearing, determine the ade-
quacy or inadequacy of the gas reserves held or controlled by any
natural-gas company, or by anyone on its behalf, including its
owned or leased properties or royalty contracts; and may also, after
hearing, determine the propriety and reasonableness of the inclu-
sion in operating expenses, capital, or surplus of all delay rentals
or other forms of rental or compensation for unoperated lands and
leases. For the purposes of such determinations, the Commission
may require any natural-gas company to file with the Commission
true copies of all its lease and royalty agreements with respect to
such gas reserves.

(c) For the purpose of any investigation or any other pro-
ceeding under this act, any member of the Commission, or any offi-
cer designated by it, is empowered to administer oaths and affirma-
tions, subpena witnesses, compel their attendance, take evidence,
and require the production of any books, papers, correspondence,
memoranda, contracts, agreements, or other records which the
Commission finds relevant or material to the inquiry. Such attend-
ance of witnesses and the production of any such records may be
required from any place in the United States or at any designated
place of hearing. Witnesses summoned by the Commission to ap-
pear before it shall be paid the same fees and mileage that are paid
witnesses in the courts of the United States.

(d) In case of contumacy by, or refusal to obey a subpena
issued to, any person, the Commission may invoke the aid of any
court of the United States within the jurisdiction of which such in-
vestigation or proceeding is carried on, or where such person re-
sides or carries on business in requiring the attendance and testi-
mony of witnesses and the production of books, papers, correspond-
ence, memoranda, contracts, agreements, and other records. Such
court may issue an order requiring such person to appear before
the Commission or member or officer designated by the Commis-
sion, there to produce records, if so ordered, or to give testimony
touching the matter under investigation or in question; and any
failure to obey such order of the court may be punished by such
court as a contempt thereof. All process in any such case may be
served in the judicial district whereof such person is an inhabitant
or wherever he may be found or may be doing business. Any person
who willfully shall fail or refuse to attend and testify or to answer
any lawful inquiry to to produce books, papers, correspondence,
memoranda, contracts, agreements, or other records, if in his or its
power so to do, in obedience to the subpena of the Commission,
shall be guilty of a misdemeanor and upon conviction shall be sub-
ject to a fine of not more than $1,000 or to imprisonment for a term
of not more than one year, or both.

(e) The testimony of any witness may be taken at the instance
of a party, in any proceeding or investigation pending before the
Commission, by deposition at any time after the proceeding is at
issue. The Commission may also order testimony to be taken by
deposition in any proceeding or investigation pending before it at
any stage of such proceeding or investigation. Such depositions
may be taken before any person authorized to administer oaths not
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being of counsel or attorney to either of the parties, nor interested
in the proceeding or investigation. Reasonable notice must first be
given in writing by the party or his attorney proposing to take such
deposition to the opposite party or his attorney of record, as either
may be nearest, which notice shall state the name of the witness
and the time and place of the taking of his deposition. Any person
may be compelled to appear and depose, and to produce documen-
tary evidence, in the same manner as witnesses may be compelled
to appear and testify and produce documentary evidence before the
Commission, as hereinbefore provided. Such testimony shall be re-
duced to writing by the person taking deposition, or under his di-
rection, and shall, after it has been reduced to writing, be sub-
scribed by the deponent.

(f) If a witness whose testimony may be desired to be taken by
deposition be in a foreign country, the deposition may be taken be-
fore an officer or person designated by the Commission, or agreed
upon by the parties by stipulation in writing to be filed with the
Commission. All depositions must be promptly filed with the Com-
mission.

(g) Witnesses whose depositions are taken as authorized in this
act, and the person or officer taking the same, shall be entitled to
the same fees as are paid for like services in the courts of the
United States.

[15 U.S.C. 717m]
HEARINGS; RULES OF PROCEDURE

SEC. 15. (a) Hearings under this act may be held before the
Commission, any member or members thereof, or any representa-
tive of the Commission designated by it, and appropriate records
thereof shall be kept. In any proceeding before it, the Commission
in accordance with such rules and regulations as it may prescribe,
may admit as a party any interested State, State commission, mu-
nicipality or any representative of interested consumers or security
holders, or any competitor of a party to such proceeding, or any
other person whose participation in the proceeding may be in the
public interest.

(b) All hearings, investigations, and proceedings under this act
shall be governed by rules of practice and procedure to be adopted
by the Commission, and in the conduct thereof the technical rules
of evidence need not be applied. No informality in any hearing, in-
vestigation, or proceeding or in the manner of taking testimony
shall invalidate any order, decision, rule, or regulation issued
under the authority of this act.

[15 U.S.C. 717n]

ADMINISTRATION POWERS OF COMMISSION; RULES, REGULATIONS, AND
ORDERS

SEC. 16. The Commission shall have power to perform any and
all acts, and to prescribe, issue, make, amend, and rescind such or-
ders, rules, and regulations as it may find necessary or appropriate
to carry out the provisions of this act. Among other things, such
rules and regulations may define accounting, technical, and trade
terms used in this act; and may prescribe the form or forms of all
statements, declarations, applications, and reports to be filed with
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the Commission, the information which they shall contain, and the
time within which they shall be filed. Unless a different date is
specified therein, rules and regulations of the Commission shall be
effective thirty days after publication in the manner which the
Commission shall prescribe. Orders of the Commission shall be ef-
fective on the date and in the manner which the Commission shall
prescribe. For the purposes of its rules and regulations, the Com-
mission may classify persons and matters within its jurisdiction
and prescribe different requirements for different classes of persons
or matters. All rules and regulations of the Commission shall be
filed with its secretary and shall be kept open in convenient form
for public inspection and examination during reasonable business
hours.

[15 U.S.C. 7170]
USE OF JOINT BOARDS; COOPERATION WITH STATE COMMISSIONS

SEC. 17. (a) The Commission may refer any matter arising in
the administration of this act to a board to be composed of a mem-
ber or members, as determined by the Commission, from the State
or each of the States affected or to be affected by such matter. Any
such board shall be vested with the same power and be subject to
the same duties and liabilities as in the case of a member of the
Commission when designated by the Commission to hold any hear-
ings. The action of such board shall have such force and effect and
its proceedings shall be conducted in such manner as the Commis-
sion shall by regulations prescribe. The Board shall be appointed
by the Commission from persons nominated by the State commis-
sion of each State affected, or by the Governor of such State if
there is no State commission. Each State affected shall be entitled
to the same number of representatives on the board unless the
nominating power of such State waives such right. The Commis-
sion shall have discretion to reject the nominee from any State, but
shall thereupon invite a new nomination from that State. The
members of a board shall receive such allowances for expenses as
the Commission shall provide. The Commission may, when in its
discretion sufficient reason exists therefor, revoke any reference to
such a board.

(b) The Commission may confer with any State commission re-
garding rate structures, costs, accounts, charges, practices, classi-
fications, and regulations of natural-gas companies; and the Com-
mission is authorized, under such rules and regulations as it shall
prescribe, to hold joint hearings with any State commission in con-
nection with any matter with respect to which the Commission is
authorized to act. The Commission is authorized in the administra-
tion of this act to avail itself of such cooperation, services, records,
and facilities as may be afforded by any State commission.

(c) The Commission shall make available to the several State
commissions such information and reports as may be of assistance
in State regulation of natural-gas companies. Whenever the Com-
mission can do so without prejudice to the efficient and proper con-
duct of its affairs, it may, upon request from a State commission,
make available to such State commission as witnesses any of its
trained rate, valuation, or other experts, subject to reimbursement
of the compensation and traveling expenses of such witnesses. All
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sums collected hereunder shall be credited to the appropriation
from which the amounts were expended in carrying out the provi-
sions of this subsection.

[15 U.S.C. 717p]
APPOINTMENT OF OFFICERS AND EMPLOYEES

SEC. 18. The Commission is authorized to appoint and fix the
compensation of such officers, attorneys, examiners, and experts as
may be necessary for carrying out its functions under this act,
without regard to the provisions of other laws applicable to the em-
ployment and compensation of officers and employees of the United
States; and the Commission may, subject to civil-service laws, ap-
point such other officers and employees as are necessary for car-
rying out such functions and fix their salaries in accordance with
the Classification Act of 1923, as amended.

[15 U.S.C. 717q]
REHEARING; COURT REVIEW OF ORDERS

SEC. 19. (a) Any person, State, municipality, or State commis-
sion aggrieved by an order issued by the Commission in a pro-
ceeding under this act to which such person, State, municipality,
or State commission is a party may apply for a rehearing within
thirty days after the issuance of such order. The application for re-
hearing shall set forth specifically the ground or grounds upon
which such application is based. Upon such application the Com-
mission shall have power to grant or deny rehearing or to abrogate
or modify its order without further hearing. Unless the Commission
acts upon the application for rehearing within thirty days after it
is filed, such application may be deemed to have been denied. No
proceeding to review any order of the Commission shall be brought
by any person unless such person shall have made application to
the Commission for a rehearing thereon. Until the record in a pro-
ceeding shall have been filed in a court of appeals, as provided in
subsection (b), the Commission may at any time, upon reasonable
notice and in such manner as it shall deem proper, modify or set
aside, in whole or in part, any finding or order made or issued by
it under the provisions of this Act.

(b) Any party to a proceeding under this act aggrieved by an
order issued by the Commission in such proceeding may obtain a
review of such order in the circuit court of appeals of the United
States for any circuit wherein the natural gas company to which
the order relates is located or has its principal place of business,
or in the United States Court of Appeals for the District of Colum-
bia, by filing in such court, within sixty days after the order of the
Commission upon the application for rehearing, a written petition
praying that the order of the Commission be modified or set aside
in whole or in part. A copy of such petition shall forthwith be
transmitted by the clerk of the court to any member of the Com-
mission and thereupon the Commission shall file with the court the
record upon which the order complained of was entered, as pro-
vided in section 2112 of title 28, United States Code. Upon the fil-
ing of such petition such court shall have jurisdiction, which upon
the filing of the record with it shall be exclusive, to affirm, modify,
or set aside such order in whole or in part. No objection to the
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order of the Commission shall be considered by the court unless
such objection shall have been urged before the Commission in the
application for rehearing unless there is reasonable ground for fail-
ure to do so. The finding of the Commission as to the facts, if sup-
ported by substantial evidence, shall be conclusive. If any party
shall apply to the court for leave to adduce additional evidence, and
shall show to the satisfaction of the court that such additional evi-
dence is material and that there were reasonable grounds for fail-
ure to adduce such evidence in the proceedings before the Commis-
sion, the court may order such additional evidence to be taken be-
fore the Commission and to be adduced upon the hearing in such
manner and upon such terms and conditions as to the court may
seem proper. The Commission may modify its findings as to the
facts by reason of the additional evidence to taken, and it shall file
with the court such modified or new findings, which if supported
by substantial evidence, shall be conclusive, and its recommenda-
tion, if any, for the modification or setting aside of the original
order. The judgment and decree of the court, affirming, modifying,
or setting aside, in whole or in part, any such order of the Commis-
sion, shall be final, subject to review by the Supreme Court of the
United States upon certiorari or certification as provided in
[former] sections 239 and 240 of the Judicial Code, as amended
(U.S.C., title 28, sec. 1254).

(c) The filing of an application for rehearing under subsection
(a) shall not, unless specifically ordered by the Commission, oper-
ate as a stay of the Commission’s order. The commencement of pro-
ceedings under subsection (b) of this section shall not, unless spe-
cifically ordered by the court, operate as a stay of the Commission’s
order.

[15 U.S.C. 717r]
ENFORCEMENT OF ACT; REGULATIONS AND ORDERS

SEC. 20. (a) Whenever it shall appear to the Commission that
any person is engaged or about to engage in any acts or practices
which constitute or will constitute a violation of the provisions of
this act, or of any rule, regulation, or order thereunder, it may in
its discretion bring an action in the proper district court of the
United States, the District Court of the United States for the Dis-
trict of Columbia, or the United States courts of any Territory or
other place subject to the jurisdiction of the United States, to en-
join such acts or practices and to enforce compliance with this act
or any rule, regulation, or order thereunder, and upon a proper
showing a permanent or temporary injunction or decree or restrain-
ing order shall be granted without bond. The Commission may
transmit such evidence as may be available concerning such acts
or practices or concerning apparent violations of the Federal anti-
trust laws to the Attorney General, who, in his discretion, may in-
stitute the necessary criminal proceedings.

(b) Upon application of the Commission the district courts of
the United States, the District Court of the United States for the
District of Columbia, and the United States courts of any Territory
or other place subject to the jurisdiction of the United States shall
have jurisdiction to issue writs of mandamus commanding any per-
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son to comply with the provisions of this act or any rule, regula-
tion, or order of the Commission thereunder.

(c) The Commission may employ such attorneys as it finds nec-
essary for proper legal aid and service of the Commission or its
members in the conduct of their work, or for proper representation
of the public interest in investigations made by it, or cases or pro-
ceedings pending before it, whether at the Commission’s own in-
stance or upon complaint, or to appear for or represent the Com-
mission in any case in court; and the expenses of such employment
shall be paid out of the appropriation for the Commission.

[15 U.S.C. 717s]
GENERAL PENALTIES

SEC. 21. (a) Any person who willfully and knowingly does or
causes or suffers to be done any act, matter, or thing in this act
prohibited or delared to be unlawful, or who willfully and know-
ingly omits or fails to do any act, matter, or thing in this act re-
quired to be done, or willfully and knowingly causes or suffers such
omission or failure, shall, upon conviction thereof, be punished by
a fine of not more than $5,000 or by imprisonment for not more
than two years, or both.

(b) Any person who willfully and knowingly violates any rule,
regulation, restriction, condition, or order made or imposed by the
Commission under authority of this act, shall, in addition to any
other penalties provided by law, be punished upon conviction there-
of by a fine of not exceeding $500 for each and every day during
which such offense occurs.

[15 U.S.C. 717t]

JURISDICTION OF OFFENSES; ENFORCEMENT OF LIABILITIES AND
DUTIES

SEC. 22. The District Courts of the United States, the District
Court of the United States for the District of Columbia, and the
United States courts of any Territory or other place subject to the
jurisdiction of the United States shall have exclusive jurisdiction of
violations of this act or the rules, regulations, and orders there-
under, and of all suits in equity and actions at law, brought to en-
force any liability or duty created by, or to enjoin any violation of,
this act or any rule, regulation, or order thereunder. Any criminal
proceeding shall be brought in the district wherein any act or
transaction constituting the violation occurred. Any suit or action
to enforce any liability or duty created by, or to enjoin any violation
of, this act or any rule, regulation, or order thereunder may be
brought in any such district or in the district wherein the defend-
ant is an inhabitant, and process in such cases may be served
wherever the defendant may be found. Judgments and decrees so
rendered shall be subject to review as provided in [former] sections
128 and 240 of the Judicial Code, as amended (U.S.C., title 28,
secs. 225 and 347). No costs shall be assessed against the Commis-
sion in any judicial proceeding by or against the Commission under
this act.

[15 U.S.C. 717u]
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SEPARABILITY OF PROVISIONS

SEC. 23. If any provision of this act, or the application of such
provision to any person or circumstance, shall be held invalid, the
remainder of the act, and the application of such provision to per-
sons or circumstances other than those as to which it is held in-
valid, shall not be affected thereby.

[15 U.S.C. 717v]

SEcC. 24. This act may be cited as the “Natural Gas Act.”
[15 U.S.C. 717w]

NoTE.—Executive Order 10485: Providing for the performance of certain func-
tions heretofore performed by the President with respect to electric power and nat-
ural gas facilities located on the borders of the United States states:

Whereas section 202(e) of the Federal Power Act, as amended, 49 Stat. 847 (16
U.S.C. 824a(e)), requires any person desiring to transmit any electric energy from
the United States to a foreign country to obtain an order of the Federal Power Com-
mission authorizing it to do so; and

Whereas section 3 of the Natural Gas Act, 52 Stat. 822 (15 U.S.C. 717b), re-
quires any person desiring to export any natural gas from the United States to a
foreign country or to import any natural gas from a foreign country to the United
Statesdto obtain an order from the Federal Power Commission authorizing it to do
S0; an

Whereas the proper conduct of the foreign relations of the United States re-
quires that executive permission be obtained for the construction and maintenance
at the borders of the United States of facilities for the exportation or importation
of electric energy and natural gas; and

Whereas it is desirable to provide a systematic method in connection with the
issuance and signing of permits for such purposes:

Now, Therefore, by virtue of the authority vested in me as President of the
United States and commander in Chief of the armed forces of the United States,
it is hereby ordered as follows:

SECTION 1. (a) The Federal Power Commission is hereby designated and empow-
ered to perform the following-described functions:

(1) To receive all applications for permits for the construction, operation, main-
tenance, or connection, at the borders of the United States, of facilities for the trans-
mission of electric energy between the United States and a foreign country.

(2) To receive all applications for permits for the construction, operation, main-
tenance, or connection, at the borders of the United States, of facilities for the ex-
portation or importation of natural gas to or from a foreign country.
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PuBLic Law 95-621
AN ACT For the relief of Joe Cortina of Tampa, Florida.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

[Private relief matter relating to Joe Cortina not shown.]

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as the “Natural Gas
Policy Act of 1978”.
(b) TABLE OF CONTENTS.—

TABLE OF CONTENTS

Sec. 1. Short title; table of contents.
Sec. 2. Definitions.

[TITLE I—Repealed by Public Law 101-60]
[TITLE II—Repealed by Public Law 100-42]
TITLE III—ADDITIONAL AUTHORITIES AND REQUIREMENTS

Subtitle A—Emergency Authorities

Sec. 301. Declaration of Emergency.
Sec. 302. Emergency purchase authority.
Sec. 303. Emergency allocation authority.
Sec. 304. Miscellaneous provisions.

Subtitle B—Other Authorities and Requirements

Sec. 311. Authorization of certain sales and transportation.

Sec. 312. Assignment of contractual rights to receive surplus natural gas.

Sec. 313. Effect of certain natural gas prices on indefinite price escalator clauses.
Sec. 314. Clauses prohibiting certain sales, transportation, and commingling.

Sec. 315. Filing of contracts and agreements.

TITLE IV—NATURAL GAS CURTAILMENT POLICIES

Sec. 401. Natural gas for essential agricultural uses.

Sec. 402. Natural gas for essential industrial process and feedstock uses.

Sec. 403. Establishment and implementation of agricultural and industrial
priorities. 1

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

TITLE V—ADMINISTRATION, ENFORCEMENT, AND REVIEW

Sec. 501. General rulemaking authority.
Sec. 502. Administrative procedure.

[Sec. 503. Repealed by Public Law 101-601
Sec. 504. Enforcement.

Sec. 505. Intervention.

Sec. 506. Judicial review.

1Does not conform to the section heading.
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[Sec. 507. Repealed by Public Law 102-558.]
Sec. 508. Technical amendment.

TITLE VI—COORDINATION WITH THE NATURAL GAS ACT; EFFECT ON

STATE LAWS 1

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

[15 U.S.C. 3301 note]

SEC. 2. DEFINITIONS.
For purposes of this Act—

(1) NATURAL GAS.—The term “natural gas” means either

natural gas unmixed, or any mixture of natural and artificial

.(2) WELL.—The term “well” means any well for the dis-

covery or production of natural gas, crude oil, or both.

(3) NEW WELL.—The term “new well” means any well—

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

(B) the depth of which was increased, by means of
drilling on or after February 19, 1977, to a completion lo-
cation which is located at least 1,000 feet below the depth
of the deepest completion location of such well attained be-
fore February 19, 1977.
(4) OLD WELL.—The term “old well” means any well other

than a new well.

(5) MARKER WELL.—

(A) GENERAL RULE.—The term “marker well” means
any well from which natural gas was produced in commer-
cial quantities at any time after January 1, 1970, and be-
fore April 20, 1977

(B) NEw WELLS.—The term “marker well” does not in-
clude any new well under paragraph (3)(A) but includes
any new well under paragraph (3)(B) if such well qualifies
as a marker well under subparagraph (A) of this para-
graph.

(6) RESERVOIR.—The term “reservoir” means any produc-

ible natural accumulation of natural gas, crude oil, or both,
confined—

(A) by impermeable rock or water barriers and charac-
terized by a single natural pressure system; or

(B) by lithologic or structural barriers which prevent
pressure communication.

(7) COMPLETION LOCATION.—

(A) GENERAL RULE.—The term “completion location”
means any subsurface location from which natural gas is
being or has been produced in commercial quantities.

(B) MARKER WELL.—The term “completion location”,
when used with reference to any marker well, means any
subsurface location from which natural gas was produced
from such well in commercial quantities after January 1,
1970, and before April 20, 1977.

(8) PRORATION UNIT.—The term “proration unit” means—

1Does not conform to the title heading.
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(A) any portion of a reservoir, as designated by the
State or Federal agency having regulatory jurisdiction
with respect to production from such reservoir, which will
be effectively and efficiently drained by a single well,

(B) any drilling unit, production unit, or comparable
arrangement, designated or recognized by the State or
Federal agency having jurisdiction with respect to produc-
tion from the reservoir, to describe that portion of such
reservoir which will be effectively and efficiently drained
by a single well; or

(C) if such portion of a reservoir, unit, or comparable
arrangement is not specifically provided for by State law
or by any action of any State or Federal agency having
regulatory jurisdiction with respect to production from
such reservoir, any voluntary unit agreement or other
comparable arrangement applied, under local custom or
practice within the locale in which such reservoir is situ-
ated, for the purpose of describing the portion of a res-
ervoir which may be effectively and efficiently drained by
a single well.

(9) NEW LEASE.—The term “new lease”, when used with re-
spect to the Outer Continental Shelf, means a lease, entered
into on or after April 20, 1977, of submerged acreage.

(10) OLD LEASE.—The term “old lease”, when used with re-
spect to the Outer Continental Shelf, means any lease other
than a new lease.

(11) NEW CONTRACT.—The term “new contract” means any
contract, entered into on or after the date of the enactment of
this Act, for the first sale of natural gas which was not pre-
viously subject to an existing contract.

(12) ROLLOVER CONTRACT.—The term “rollover contract”
means any contract, entered into on or after the date of the en-
actment of this Act, for the first sale of natural gas that was
previously subject to an existing contract which expired at the
end of a fixed term (not including any extension thereof taking
effect on or after such date of enactment) specified by the pro-
visions of such existing contract, as such contract was in effect
on the date of the enactment of this Act, whether or not there
is an identity of parties or terms with those of such existing
contract.

(13) EXISTING CONTRACT.—The term “existing contract”
means any contract for the first sale of natural gas in effect on
the day before the date of the enactment of this Act.

(14) SUCCESSOR TO AN EXISTING CONTRACT.—The term
“successor to an existing contract” means any contract, other
than a rollover contract, entered into on or after the date of the
enactment of this Act, for the first sale of natural gas which
was previously subject to an existing contract, whether or not
there is an identity of parties or terms with those of such exist-
ing contract.

(15) INTERSTATE PIPELINE.—The term “interstate pipeline”
means any person engaged in natural gas transportation sub-
jéerct X) the jurisdiction of the Commission under the Natural

as Act.
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(16) INTRASTATE PIPELINE.—The term “intrastate pipeline”
means any person engaged in natural gas transportation (not
including gathering) which is not subject to the jurisdiction of
the Commission under the Natural Gas Act (other than any
such pipeline which is not subject to the jurisdiction of the
Commission solely by reason of section 1(c) of the Natural Gas
Act).

(17) LOCAL DISTRIBUTION COMPANY.—The term “local dis-
tribution company” means any person, other than any inter-
state pipeline or any intrastate pipeline, engaged in the trans-
portation, or local distribution, of natural gas and the sale of
natural gas for ultimate consumption.

(18) COMMITTED OR DEDICATED TO INTERSTATE COM-
MERCE.—

(A) GENERAL RULE.—The term “committed or dedi-
cated to interstate commerce”, when used with respect to
natural gas, means—

(i) natural gas which is from the Outer Conti-
nental Shelf; and

(i1) natural gas which, if sold, would be required
to be sold in interstate commerce (within the meaning
of the Natural Gas Act) under the terms of any con-
tract, any certificate under the Natural Gas Act, or
any provision of such Act.

(B) EXcLUSION.—Such term does not apply with re-
spect to—

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

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

(IT) under any limited term certificate, grant-
ed pursuant to section 7 of the Natural Gas Act,
which contains a pregrant of abandonment of
service for such natural gas;

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

(IV) to the user by the producer and trans-
ported under any certificate, granted pursuant to
section 7(c) of the Natural Gas Act, if such certifi-
cate was specifically granted for the transpor-
tation of that natural gas for such user;

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

(iii) natural gas which, but for this clause, would
be committed or dedicated to interstate commerce
under subparagraph (A)(ii) by reason of the action of
any person (including any successor in interest there-
of, other than by means of any reversion of a leasehold
interest), if on May 31, 1978—

(I) neither that person, nor any affiliate there-
of, had any right to explore for, develop, produce,
or sell such natural gas; and
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(IT) such natural gas was not being sold in
interstate commerce (within the meaning of the
Natural Gas Act) for resale (other than any sale
described in clause (i) (I), (II), or (III)).

(19) CERTIFICATED NATURAL GAS.—The term “certificated
natural gas” means natural gas transported by any interstate
pipeline in a facility for which there is in effect a certificate
issued under section 7(c) of the Natural Gas Act. Such term
does not include natural gas sold to the user by the producer
and transported pursuant to a certificate which is specifically
issued under section 7(c) of the Natural Gas Act for the trans-
portation of that natural gas, for such user unless such natural
gas is used for the generation of electricity.

(20) SALE.—The term “sale” means any sale, exchange, or
other transfer for value.

(21) FIRST SALE.—

(A) GENERAL RULE.—The term “first sale” means any
sale of any volume of natural gas—

(1) to any interstate pipeline or intrastate pipeline;

(i1) to any local distribution company;

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

(iv) which precedes any sale described in clauses
(1), (1i), or (iii); and

(v) which precedes or follows any sale described in
clauses (i), (ii), (iii), or (iv) and is defined by the Com-
mission as a first sale in order to prevent circumven-
tion of any maximum lawful price established under
this Act.
(B) CERTAIN SALES NOT INCLUDED.—Clauses (i), (i),

(ii1), or (iv) of subparagraph (A) shall not include the sale
of any volume or natural gas by any interstate pipeline,
intrastate pipeline, or local distribution company, or any
affiliate thereof, unless such sale is attributable to volumes
of natural gas produced by such interstate pipeline, intra-
state pipeline, or local distribution company, or any affil-
iate thereof.

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

(23) CERTIFICATE.—The term “certificate”, when used with
respect to the Natural Gas Act, means a certificate of public
convenience and necessity issued under such Act.

(24) CoMMISSION.—The term “Commission” means the
Federal Energy Regulatory Commission.

(25) FEDERAL AGENCY.—The term “Federal agency” has the
same meaning as given such term in section 105 of title 5,
United States Code.

(26) PERSON.—The term “person” includes the United
States, any State, and any political subdivision, agency, or in-
strumentality of the foregoing.
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(27) AFFILIATE.—The term “affiliate”, when used in rela-
tion to any person, means other person which controls, is con-
trolled by, or is under common control with, such person.

(28) ELECTRIC UTILITY.—The term “electric utility” means
any person to the extent such person is engaged in the busi-
ness of the generation of electricity and sale, directly or indi-
rectly, of electricity to the public.

(29) Mcr.—The term “Mcf”, when used with respect to nat-
ural gas, means 1,000 cubic feet of natural gas measured at a
pressure of 14.73 pounds per square inch (absolute) and a tem-
perature of 60 degrees Fahrenheit.

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

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

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

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

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

(35) OUTER CONTINENTAL SHELF.—The term “Outer Conti-
nental Shelf” has the same meaning as such term has under
section 2(a) of the Outer Continental Shelf Lands Act (43
U.S.C. 1331(a)).

(36) PRUDHOE BAY UNIT OF ALASKA.—The term “Prudhoe
Bay Unit of Alaska” means the geographic area subject to the
voluntary unit agreement approved by the Commissioner of the
Department of Natural Resources of the State of Alaska on
June 2, 1977, and referred to as the “affected area” in Con-
servation Order No. 145 of the Alaska Oil and Gas Conserva-
tion Committee, Division of Oil and Gas Conservation, Depart-
ment of Natural Resources of the State of Alaska, as such
order was in effect on June 1, 1977, and determined without
regard to any adjustments in the description of the affected
area permitted to be made under such order.

(37) ANTITRUST LAWS.—The term “Federal antitrust laws”
means the Sherman Act (15 U.S.C. 1 et seq.), the Clayton Act
(15 U.S.C. 12, 13, 14-19, 20, 21, 22-27), the Federal Trade
Commission Act (15 U.S.C. 41 et seq.), sections 73 and 74 of
the Wilson Tariff Act (15 U.S.C. 8-9), and the Act of June 19,
1936, chapter 592 (15 U.S.C. 13, 13a, 13b, and 21a).

[15 U.S.C. 3301]
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[TITLE I—Repealed by Public Law 101-60]

[TITLE II—Repealed by Public Law 100-42]

TITLE III—ADDITIONAL AUTHORITIES AND
REQUIREMENTS

Subtitle A—Emergency Authority

SEC. 301. DECLARATION OF EMERGENCY.

(a) PRESIDENTIAL DECLARATION.—The President may declare a

natural gas supply emergency (or extend a previously declared
emergency) if he finds that—

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

(2) the exercise of authorities under section 302 or section
303 is reasonably necessary, having exhausted other alter-
natives to the maximum extent practicable, to assist in meet-
ing natural gas requirements for such high-priority uses.

(b) LIMITATION.—

(1) EXPIRATION.—Any declaration of a natural gas supply
emergency (or extension thereof) under subsection (a), shall
terminate at the earlier of—

(A) the date of which the President finds that any
shortage described in subsection (a) does not exist or is not
imminent; or

(B) 120 days after the date of such declaration of
emergency (or extension thereof).

(2) EXTENSIONS.—Nothing in this subsection shall prohibit
the President from extending, under subsection (a), any emer-
gency (or extension thereof), previously declared under sub-
section (a), upon the expiration of such declaration of emer-
gency (or extension thereof) under paragraph (1)(B).

[15 U.S.C. 3361]
SEC. 302. EMERGENCY PURCHASE AUTHORITY.

(a) PRESIDENTIAL AUTHORIZATION.—During any natural gas

supply emergency declared under section 301, the President may,
by rule or order, authorize any interstate pipeline or local distribu-
tion company served by any interstate pipeline to contract, upon
such terms and conditions as the President determines to be appro-
priate (including provisions respecting fair and equitable prices),
for the purchase of emergency supplies of natural gas—

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

(A) such natural gas is not produced from the Outer

Continental Shelf; and

(B) the sale or transportation of such natural gas was
not pursuant to a certificate issued under the Natural Gas

Act immediately before the date on which such contract

was entered into; or
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(2) from any intrastate pipeline, local distribution com-

pany, or other person (other than an interstate pipeline or a

producer of natural gas).

(b) CoNTRACT DURATION.—The duration of any contract au-
thorized under subsection (a) may not exceed 4 months. The pre-
ceding sentence shall not prohibit the President from authorizing
under subsection (a) a renewal of any contract, previously author-
ized under such subsection, following the expiration of such con-
tract.

(c) RELATED TRANSPORTATION AND FACILITIES.—The President
may, by order, require any pipeline to transport natural gas, and
to construct and operate such facilities for the transportation of
natural gas, as he determines necessary to carry out any contract
authorized under subsection (a). The costs of any construction or
transportation ordered under this subsection shall be paid by the
purchaser of natural gas under the contract with respect to which
such order is issued. No order to transport natural gas under this
subsection shall require any pipeline to transport natural gas in ex-
cess of such pipeline’s available capacity.

(d) MAINTENANCE OF ADEQUATE RECORDS.—The Commission
shall require any interstate pipeline or local distribution company
contracting under the authority of this section for natural gas to
maintain and make available full and adequate records concerning
transactions under this section, including records of the volumes of
natural gas purchased under the authority of this section and the
rates and charges for purchase and receipt of such natural gas.

(e) SPECIAL LIMITATION.—No sale under any emergency pur-
chase contract under this section for emergency supplies of natural
gas for sale and delivery from any intrastate pipeline which is op-
erating under court supervision as of January 1, 1977, may take
effect unless the court approves.

[15 U.S.C. 3362]

SEC. 303. EMERGENCY ALLOCATION AUTHORITY.

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

(1) any interstate pipeline;

(2) any local distribution company—

(A) which is served by any interstate pipeline;

(B) which is providing natural gas only for high-pri-
ority uses; and

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

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

(b) ALLOCATION OF CERTAIN BOILER FUEL GAS.—

(1) REQUIRED FINDING.—The President shall not allocate
s}lllpplies of natural gas under this subsection unless he finds
that—

(A) to the maximum extent practicable, emergency
purchase authority under section 302 has been utilized to
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assist in meeting natural gas requirements for high-pri-

ority uses of natural gas;

(B) emergency purchases of natural gas supplies under
section 302 are not likely to satisfy the natural gas re-
quirements for such high-priority uses;

(C) the exercise of authority under this subsection is
reasonably necessary to assist in meeting natural gas re-
quirements for such high-priority uses; and

(D) any interstate pipeline or local distribution com-
pany receiving such natural gas has ordered the termi-
nation of all deliveries of natural gas for other than high-
priority uses and attempted to the maximum extent prac-
ticable to terminate such deliveries.

(2) ALLOCATION AUTHORITY.—Subject to paragraph (1), in
order to assist in meeting natural gas requirements for high-
priority uses of natural gas, the President may, by order, allo-
cate supplies of natural gas the use of which has been prohib-
ited by the President pursuant to authority under section 607
of the Public Utility Regulatory Policies Act of 1978 (relating
to the use of natural gas as a boiler fuel during any natural
gas supply emergency).

(¢) ALLOCATION OF GENERAL PIPELINE SUPPLY.—

(1) REQUIRED FINDINGS.—The President shall not allocate
supplies of natural gas under this subsection unless he finds
that—

(A) to the maximum extent practicable, allocation of
supplies of natural gas under subsection (b) has been uti-
lized to assist in meeting natural gas requirements for
high-priority uses of natural gas;

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

(C) the exercise of authority under this subsection is
reasonably necessary to assist in meeting natural gas re-
quirements for such high-priority uses;

(D) any interstate pipeline or local distribution com-
pany receiving such natural gas has ordered the termi-
nation of all deliveries of natural gas for other than high-
priority uses and attempted to the maximum extent prac-
ticable to terminate such deliveries.

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

(F) such allocation will not result in a disproportionate
share of deliveries and resulting curtailments of natural
gas being experienced by such interstate pipeline when
compared to deliveries and resulting curtailments which
are experienced as a result of orders issued under this sub-
section applicable to other interstate pipelines (as deter-
mined by the President).

(2) REQUIRED NOTIFICATION FROM STATE.—
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(A) NOTIFICATION.—The President shall not allocate
supplies of natural gas under this subsection unless he is
notified by the Governor of any State that—

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

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

State; and

(iii) the exercise of authority under State law is
inadequate to protect high-priority uses of natural gas
ir11_ such State from an interruption in natural gas sup-
plies.

(3) BAsis OF FINDING.—To the maximum extent prac-
ticable, the governor shall submit, together with any notifica-
tion under subparagraph (A), information upon which he has
based his finding under such subparagraph, including—

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

(i1) information received from persons in the business
of producing, selling, transporting, or delivering natural
gas in such State as to the volumes of natural gas supplies
available to such State;

(iii) information on the authority under State law
which will be exercised to protect high-priority uses; and

(iv) such other information which the president re-
quests or which the Governor determines appropriate to
apprise the President of emergency deliveries and trans-
portation of interstate natural gas needed by such State.
(4) ALLOCATION AUTHORITY.—Subject to paragraphs (1),

(2), and (5) in order to assist in meeting natural gas require-
ments for high-priority uses of natural gas, the President may,
by order, allocate supplies of certificated natural gas from any
interstate pipeline.

(5) CONSIDERATION OF ALTERNATIVE FUEL AVAILABILITY.—
In issuing any order under this subsection the President shall
consider the relative availability of alternative fuel to natural
gas users supplied by the interstate pipeline ordered to make
deliveries pursuant to this subsection.

(d) ALLOCATION OF USER-OWNED GAS.—

(1) REQUIRED FINDING.—The President shall not allocate
s}tllpplies of natural gas under this subsection unless he finds
that—

(A) to the maximum extent practicable, allocation of
supplies of natural gas under subsection (c) has been uti-
lized to assist in meeting natural gas requirements for
high-priority uses of natural gas;

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

(C) the exercise of authority under this subsection is
reasonably necessary to assist in meeting natural gas re-
quirements for such high-priority uses;

(D) any interstate pipeline or local distribution com-
pany receiving such natural gas has ordered the termi-
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nation of all deliveries of natural gas for other than high-

priority uses and attempted to the maximum extent prac-

ticable to terminate such deliveries; and

(E) such allocation will not create, for the person who
owns and would otherwise use such natural gas, a supply
shortage which will cause such person to be unable to sat-
isfy such person’s natural gas requirements for high-pri-
ority uses.

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

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

(e) LIMITATION.—No order may be issued under this section un-
less the President determines that such order will not require
transportation of natural gas by any pipeline in excess of its avail-
able transportation capacity.

(f) INDUSTRY ASSISTANCE.—The President may request that
representatives of pipelines, local distribution companies, and other
persons meet and provide assistance to the President in carrying
out his authority under this section.

(g) COMPENSATION.—

(1) IN GENERAL.—If the parties to any order issued under
subsection (b), (c), (d), or (h) fail to agree upon the terms of
compensation for natural gas deliveries or transportation re-
quired pursuant to such order, the President, after a hearing
held either before or after such order takes effect, shall, by
supplemental order, prescribe the amount of compensation to
be paid for such deliveries or transportation and for any other
expenses incurred in delivering or transporting natural gas.

(2) CALCULATION OF COMPENSATION FOR CERTAIN BOILER
FUEL NATURAL GAS.—For purposes of any supplemental order
under paragraph (1) with respect to emergency deliveries pur-
suant to subsection (b), the President shall calculate the
amount of compensation—

(A) for supplies of natural gas based upon the amount
required to make whole the user subject to the prohibition
order, but in no event may such compensation exceed just
compensation prescribed in section 607 of the Public Util-
ity Regulatory Policies Act of 1978; and

(B) for transportation, storage, delivery, and other
services, based upon reasonable costs, as determined by
the President.

(3) COMPENSATION FOR OTHER NATURAL GAS ALLOCATED.—
For the purpose of any supplemental order under paragraph
(1), if the party making emergency deliveries pursuant to sub-
section (¢) or (d)—

(A) indicates a preference for compensation in kind,
the President shall direct that compensation in kind be
provided as expeditiously as practicable;
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(B) indcates a preference for compensation, or the
President determines that, notwithstanding paragraph (A)
of this subsection, any portion thereof cannot practicably
be compensated in kind, the President shall calculate the
amount of compensation—

(i) for supplies of natural gas, based upon the
amount required to make the pipeline and its local
distribution companies whole, in the case of any order
under subsection (c¢), or to make the user from whom
natural gas is allocated whole, in the case of any order
under subsection (d), including any amount actually
paid by such pipeline and its local distribution compa-
nies or such user for volumes of natural gas or higher
cost synthetic gas acquired to replace natural gas sub-
ject to an order under subsection (c¢) or (d); and

(i1) for transportation, storage, delivery, and other
services, based upon reasonable costs, as determined
by the President. Compensation received by an inter-
state pipeline under this subsection shall be credited
to the account of any local distribution company
served by that pipeline to the extent ordered by the
President to make such local distribution company
whole.

(h) RELATED TRANSPORTATION AND FACILITIES.—The President
may, by order, require any pipeline to transport natural gas, and
to construct and operate such facilities for the transportation of
natural gas, as he determines necessary to carry out any order
under subsection (b), (¢), or (d). Compensation for the costs of any
construction or transportation ordered under this subsection shall
be determined under subsection (g) and shall be paid by the person
to whom supplies of natural gas are ordered allocated under this
section.

(i) MONITORING.—In order to effect the purposes of this sub-
title, the President shall monitor the operation of any order made
pursuant to this section to assure that natural gas delivered pursu-
ant to this section is applied to high-priority uses only.

(j) CoMMISSION STUDY.—Not later than June 1, 1979, the Com-
mission shall prepare and submit to the Congress a report regard-
ing whether authority, to allocate natural gas, which is not other-
wise subject to allocation under this subtitle, is likely to be nec-
essary to meet high-priority uses.

(k) DEFINITION OF HIGH-PRIORITY USE.—For purposes of this
section, the term “high-priority use” means any—

(1) use of natural gas in a residence;

(2) use of natural gas in a commercial establishment in
amounts less than 50 Mcf on a peak day; or

(3) any use of natural gas the curtailment of which the

President determines would endanger life, health, or mainte-

nance of physical property.

[15 U.S.C. 3363]

SEC. 304. MISCELLANEOUS PROVISIONS.
(a) INFORMATION.—
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(1) OBTAINING OF INFORMATION.—In order to obtain infor-
mation to carry out his authority under this subtitle, the Presi-
dent may—

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

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

(C) secure, upon request, any information from any
Federal agency.

(2) ENFORCEMENT OF SUBPENAS AND ORDERS.—The appro-
priate United States district court may, upon petition of the
Attorney General at the request of the President, in the case
of refusal to obey a subpena or order of the President issued
under this subsection, issue an order requiring compliance
therewith, and any failure to obey an order of the court may
be punished by the court as a contempt thereof.

(b) REPORTING OF PRICES AND VOLUMES.—In issuing any order
under section 302 or 303, the President shall require that the
prices and volumes of natural gas delivered, transported, or con-
tracted for pursuant to such order shall be reported to him on a
weekly basis. Such reports shall be made available to the Congress.

(c) PRESIDENTIAL REPORTS TO CONGRESS.—The President shall
report to the Congress, not later than 90 days following the termi-
nation under section 301(b) of any declaration of a natural gas sup-
ply emergency (or extension thereof) under section 301(a), respect-
ing the exercise of authority under section 301, 302, 303, or this
section.

(d) DELEGATION OF AUTHORITIES.—The President may delegate
all or any portion of the authority granted to him under section
301, 302, 303, or this section to such Federal officers or agencies
as he determines appropriate, and may authorize such redelegation
as may be appropriate. Except with respect to section 552 of title
5 of the United States Code, any Federal officer or agency to which
authority is delegated or redelegated under this subsection shall be
subject only to such procedural requirements respecting the exer-
cise of such authority as the President would be subject to if such
authority were not so delegated.

(e) ANTITRUST PROTECTIONS.—

(1) DEFENSES.—There shall be available as a defense for
any person to civil or criminal action brought for violation of
the Federal antitrust laws (or any similar law of any State)
with respect to any action taken, or meeting held, pursuant to
any order of the President under section 303 (b), (c), (d), or (i),
or any meeting held pursuant to a request of the President
under section 303(g), if—

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

(B) such action was not taken for the purpose of injur-
ing competition; and



Sec. 311 NATURAL GAS POLICY ACT OF 1978 90

(C) any such meeting complied with the requirements
of paragraph (2).

Persons interposing the defense provided by this subsection

shall have the burden of proof, except that the burden shall be

on the person against whom the defense is asserted with re-
spect to whether the actions were taken for the purpose of in-
juring competition.

(2) REQUIREMENTS OF MEETINGS.—With respect to any
meeting held pursuant to a request by the President under sec-
tion 303(g) or pursuant to an order under section 303—

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

(B) a full and complete record of such meeting shall be
taken and deposited, together with any agreements result-
ing therefrom, with the Attorney General, who shall make
it available for public inspection and copying;

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

(D) such other procedures as may be specified by the
President in such request or order shall be complied with.

(f) EFFECTS ON CERTAIN CONTRACTUAL OBLIGATIONS.—There
shall be available as a defense to any action brought for breach of
contract under Federal or State Law arising out of any act or omis-
sion that such act was taken or that such omission occurred for
purposes of complying with any order issued under section 303.

(g) PREEMPTION.—Any order issued pursuant to this title shall
preempt any provision of any program for the allocation, emergency
delivery, transportation, or purchase of natural gas established by
any State or local government if such program is in conflict with
any such order.

[15 U.S.C. 33641

Subtitle B—Other Authorities and Requirements

SEC. 311. I’XI‘EI\VI’;‘I-II(())II\}IZATION OF CERTAIN SALES AND TRANSPOR-
(a) COMMISSION APPROVAL OF TRANSPORTATION.—
(1) INTERSTATE PIPELINES.—

(A) IN GENERAL.—The Commission may, by rule or
order, authorize any interstate pipeline to transport nat-
ural gas on behalf of—

(1) any intrastate pipeline; and
(i1) any local distribution company.

(B) JUST AND REASONABLE RATES.—The rates and
charges of any interstate pipeline with respect to any
transportation authorized under subparagraph (A) shall be
just and reasonable (within the meaning of the Natural
Gas Act).
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(2) INTRASTATE PIPELINES.—

(A) IN GENERAL.—The Commission may, by rule or
order, authorize any intrastate pipeline to transport nat-
ural gas on behalf of—

(1) any intrastate pipeline; and

(ii) any local distribution company served by any
interstate pipeline.

(B) RATES AND CHARGES.—

(i) MAXIMUM FAIR AND EQUITABLE PRICE.—The
rates and charges of any intrastate pipeline with re-
spect to any transportation authorized under subpara-
graph (A), including any amount computed in accord-
ance with the rule prescribed under clause (ii), shall
be fair and equitable and may not exceed an amount
which is reasonably comparable to the rates and
charges which interstate pipelines would be permitted
to charge for providing similar transportation service.

(i1) CoMMISSION RULE.—The Commission shall, by
rule, establish the method for calculating an amount
necessary to—

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

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

(b) COMMISSION APPROVAL OF SALES.—
(1) IN GENERAL.—The Commission may, by rule or order,
authorize any intrastate pipeline to sell natural gas to—

(A) any interstate pipeline; and

(B) any local distribution company served by any
interstate pipeline.

(2) RATES AND CHARGES.—

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

(i) such intrastate pipeline’s weighted average ac-
quisition cost of natural gas;

(i1) an amount, computed in accordance with the
rule prescribed under subparagraph (B); and

(1ii) any adjustment permitted under subpara-
graph (C).

(B) ComMiISSION RULE.—The Commission shall, by
rule, establish the method for calculating an amount nec-
essary to—

(i) reasonably compensate any intrastate pipeline
for expenses incurred by the pipeline and associated
with the providing of any gathering, treatment, proc-
essing, transportation, or delivery service provided by
such pipeline in connection with any sale of natural
gas authorized under paragraph (1); and
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(i1) provide an opportunity for such pipeline to
earn a reasonable profit on such services.

(C) ADJUSTMENT.—

(i) ApPPLICATION.—This subparagraph shall apply
in any case in which, in order to deliver any volume
of natural gas pursuant to any sale authorized under
paragraph (1), any intrastate pipeline acquires quan-
tities of natural gas under any existing contract, if—

(I) such intrastate pipeline acquires any vol-
ume of natural gas under such contract in excess
of that which such pipeline would otherwise have
acquired; and

(IT) the price paid for such additional volume
of natural gas acquired under such contract is
greater than such pipeline’s weighted average ac-
quisition cost of natural gas, computed without re-
gard to the acquisition of such additional volume
of natural gas.

(i) COMMISSION ADJUSTMENT.—In any case to
which this subparagraph applies, the Commission
shall permit an adjustment to the maximum fair and
equitable price provided under subparagraph (A) to in-
crease the revenue to the intrastate pipeline under
such sale by an amount determined by the Commis-
sion to be adequate to offset the additional cost in-
curred by such pipeline due to any increase in such
pipeline’s weighted average acquisition cost of natural
gas.

(3) LIMITATION.—

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

(B) EXTENSION.—Any authorization of any sale under
paragraph (1), and any extension of any such authoriza-
tion under this subparagraph, may be extended by the
Commission if such extension satisfies the requirements of
this subsection.

(4) ADEQUACY OF SERVICE TO INTRASTATE CUSTOMERS.—

Any sale authorized under paragraph (1) shall be subject to
interruption to the extent that natural gas subject to such sale
is required to enable the intrastate pipeline involved to provide
adequate service to such pipeline’s customers at the time of
such sale.

(5) PROCEDURAL REQUIREMENTS.—

(A) AFFIDAVIT.—Any application for authorization of
any sale under paragraph (1) shall be accompanied by an
affidavit filed by the intrastate pipeline involved and set-
ting forth—

(i) the identity of the interstate pipeline or local
distribution company involved;

(i1) each point of delivery of the natural gas from
the intrastate pipeline;

(iii) the estimated total and daily volumes of nat-
ural gas subject to such sale;

(iv) the price or prices of such volumes; and
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(v) such other information as the Commission
may, by rule, require.

(B) VERIFICATION OF COMPLIANCE.—Any application
for authorization of any sale under paragraph (1) shall be
accompanied by a statement by the intrastate pipeline in-
volved verifying by oath or affirmation that such sale, if
authorized, would comply with all requirements applicable
to such sale under this subsection and all terms and condi-
tions established, by rule or order, by the Commission and
applicable to such sale.

(6) TERMINATION OF SALES.—

(A) HEARING.—Upon complaint of any interested per-
son, or upon the Commission’s own motion, the Commis-
sion shall, after affording an opportunity for oral presen-
tation of views and arguments, terminate any sale author-
ized under paragraph (1) if the Commission determines—

(i) such termination is required to enable the
intrastate pipeline involved to provide adequate serv-
ice to the customers of such pipeline at the time of
such sale;

(i1) such sale involves the sale of natural gas ac-
quired by the intrastate pipeline involved solely or pri-
marily for the purpose of resale of such natural gas
pursuant to a sale authorized under paragraph (1);

(iii) such sale violates any requirement of this
subsection or any term or condition established, by
rule or order, by the Commission and applicable to
such sale; or

(iv) such sale circumvents or violates any provi-
sion of this Act.

(B) SUSPENSION PENDING HEARING.—Prior to any hear-
ing or determination required under subparagraph (A),
upon complaint of any interested person or upon the Com-
mission’s own motion, the Commission may suspend any
sale authorized under paragraph (1) if the Commission
finds that it is likely that the determinations described in
subparagraph (A) will be made following the hearing re-
quired under subparagraph (A).

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

(D) STATE INTERVENTION.—Any interested State may
intervene as a matter of right in any proceeding before the
Commission relating to any determination under this sec-
tion.

(7) DISAPPROVAL OF APPLICATION.—The Commission shall
disapprove any application for authorization of any sale under
paragraph (1) if the Commission determines—

(A) such sale would impair the ability of the intrastate
pipeline involved to provide adequate service to its cus-
tomers at the time of such sale (without regard to the
character of the use of natural gas by such customer);
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(B) such sale would involve the sale of natural gas ac-
quired by the intrastate pipeline involved solely or pri-
marily for the purpose of resale of such natural gas pursu-
ant to a sale authorized under paragraph (1);

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

(D) such sale would circumvent or violate any provi-
sion of this Act.

(c) TERMS AND CONDITIONS.—Any authorization granted under
this section shall be under such terms and conditions as the Com-
mission may prescribe.

[15 U.S.C. 3371]
SEC. 312. ASSIGNMENT OF CONTRACTUAL RIGHTS TO RECEIVE SUR-
PLUS NATURAL GAS.

(a) AUTHORIZATION OF ASSIGNMENTS.—The Commission may,
by rule or order, authorize any intrastate pipeline to assign, with-
out compensation, to any interstate pipeline or local distribution
company all or any portion of such intrastate pipeline’s right to re-
ceive surplus natural gas at any first sale, upon such terms and
conditions as the Commission determines appropriate.

(b) EFFECT OF AUTHORIZATION UNDER SUBSECTION (a).—For
the effect of an authorization under subsection (a), see section 601
(relating to the coordination of this Act with the Natural Gas Act).

(c) SURPLUS NATURAL GAS.—For purposes of this section, the
term “surplus natural gas” means any natural gas, which is deter-
mined, by the State agency having regulatory jurisdiction over the
intrastate pipeline which would be entitled to receive such natural
gas in the absence of any assignment! to exceed the then current
demands on such pipeline for natural gas.

[15 U.S.C. 3372]
SEC. 313. EFFECT OF CERTAIN NATURAL GAS PRICES ON INDEFINITE
PRICE ESCALATOR CLAUSES.

(a) HIGH-COST NATURAL GAS.—No price paid in any first sale
of high-cost natural gas (as defined in section 107(c), as such sec-
tion was in effect on January 1, 1989) may be taken into account
in applying any indefinite price escalator clause (as defined in sec-
tion 105(b)(3)(B), as such section was in effect on January 1, 1989)
with respect to any first sale of any natural gas other than high-
cost natural gas (as defined in section 107(c), as such section was
in effect on January 1, 1989).

(b) OTHER TRANSACTIONS.—No price paid—

(1) in any sale authorized under section 302(a), or
(2) pursuant to any order issued under section 303 (b), (c),

(d), or (g),
may be taken into account in applying any indefinite price esca-
lator clause (as defined in section 105(b)(3)(B), as such section was
in effect on January 1, 1989).

[15 U.S.C. 3373]

1S0 in law. Probably should have a comma.
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SEC. 314. CLAUSES PROHIBITING CERTAIN SALES, TRANSPORTATION,
AND COMMINGLING.

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

(1) prohibits the commingling of natural gas subject to
such contract with natural gas subject to the jurisdiction of the
Commission under the provisions of the Natural Gas Act;

(2) prohibits the sale of any natural gas subject to such
contract to, or transportation of any such natural gas by, any
person subject to the jurisdiction of the Commission under the
Natural Gas Act, or otherwise prohibits the sale or transpor-
tation in interstate commerce (within the meaning of the Nat-
ural Gas Act) of natural gas subject to such contract; or

(3) terminates, or grants any party the option to termi-
nate, any obligation under any such contract as a result of
such commingling, sale, or transportation.

(b) NATURAL GAS COVERED BY THIS ACT.—For purposes of sub-
section (a), the term “natural gas covered by this Act” means—

(1) natural gas which is not committed or dedicated to
interstate commerce as of the day before the date of the enact-
ment of this Act;

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

(A) is authorized under section 302(a) or 311(b); or
(B) is pursuant to an assignment under section 312(a);
and

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

(A) pursuant to any order under section 302(c) or sec-
tion 303 (b), (¢), (d), or (h); or
(B) authorized by the Commission under section
311(a).
[15 U.S.C. 3374]

SEC. 315. FILING OF CONTRACTS AND AGREEMENTS.

The Commission may, by rule or order, require any first sale
purchaser of natural gas under a new contract, a successor to an
existing contract, or a rollover contract to file with the Commission
a copy of such contract, together with all ancillary agreements and
any existing contract applicable to such natural gas.

[15 U.S.C. 3375]

TITLE IV—-NATURAL GAS CURTAILMENT
POLICIES

SEC. 401. NATURAL GAS FOR ESSENTIAL AGRICULTURAL USES. 1

(a) GENERAL RULE.—Not later than 120 days after the date of
the enactment of this Act, the Secretary of Energy shall prescribe

1Section 273 of the Energy Security Act provides as follows:

NATURAL GAS PRIORITIES

SEC. 273. For the purposes of section 401 of the Natural Gas Policy Act of 1978 (Public Law
95-621), the term “essential agricultural use” shall—

Continued
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and make effective a rule, which may be amended from time to
time, which provides that, notwithstanding any other provision of
law (other than subsection (b)) and to the maximum extent prac-
ticable, no curtailment plan of an interstate pipeline may provide
for curtailment of deliveries of natural gas for any essential agri-
cultural use, unless such curtailment—

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

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

(b) CURTAILMENT PRIORITY NOT APPLICABLE IF ALTERNATIVE
FUeEL AVAILABLE.—If the Commission, in consultation with the Sec-
retary of Agriculture, determines, by rule or order, that use of a
fuel (other than natural gas) is economically practicable and that
the fuel is reasonably available as an alternative for any agricul-
tural use of natural gas, the provisions of subsection (a) shall not
apply with respect to any curtailment of deliveries for such use.

(c) DETERMINATION OF KESSENTIAL AGRICULTURAL USE RE-
QUIREMENTS.—The Secretary of Agriculture shall certify to the Sec-
retary of Energy and the Commission the natural gas requirements
(expressed either as volumes or percentages of use) of persons (or
classes thereof) for essential agricultural uses in order to meet the
requirements of full food and fiber production.

(d) AUTHORITY OF SECRETARY OF AGRICULTURE TO INTER-
VENE.—The Secretary of Agriculture may intervene as a matter of
right in any proceeding before the Commission which is conducted
in connection with implementing the requirements of the rule pre-
scribed under subsection (a).

(e) LIMITATION.—The Secretary of Agriculture may not exercise
any authority under this section for the purpose of restricting the
production of any crop.

(f) DEFINITIONS.—For purposes of this section—

(1) ESSENTIAL AGRICULTURAL USE.—The term “essential
agricultural use”, when used with respect to natural gas,
means any use of natural gas—

(A) for agricultural production, natural fiber produc-
tion natural fiber processing, food processing, food quality
maintenance, irrigation pumping, crop drying, or

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

which the Secretary of Agriculture determines is necessary for

full food and fiber production.

(2) HIGH-PRIORITY USER.—The term “high-priority user”
means any person who—

(A) uses natural gas in a residence;

(1) include use of natural gas in sugar refining for production of alcohol;

(2) include use of natural gas for agricultural production on set-aside acreage or acreage
diverted from the production of a commodity (as provided under the Agricultural Act of
1949) to be devoted to the production of any commodity for conversion into alcohol or hydro-
carbons for use as motor fuel or other fuels; and

(3) for the 5-year period beginning on the date of the enactment of this Act, include use
of natural gas in the distillation of fuel-grade alcohol from food grains or other biomass by
facilities in existence on the date of the enactment of th