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EXTENDING THE EMERGENCY PETROLEUM
ALLOCATION ACT OF 1973

OCTOBER 8, 1974.--Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. STAGGERS, from the Committee on Interstate and Foreign
Commerce, submitted the following

REPORT

[To accompany H.R. 16757]

The Committee on Interstate a11d Foreign Commerce, to whom was
referred the bill (H.R. 16757) to extend the Emergency Petroleum
Allocation Act of 1973 until August 31, 1975, having considered. the
same, reports favorably thereon without amendment and recommends
that the bill do pass.

PURrosE oE THE LEGISLATION

The singular purpose of this legislation is to extend for an addi-
tional 6-month period, until August 31, 1975, the existing authorities
under the Emergency Petroleum Allocation Act of 1973. Unless ex-
tended, that Act would terminate on February 28, 1975--at a time
when the focus of the new Congress will undoubtedly be confined to
administrative matters. The 6-month extension proposed in this legis-
lation, if enacted, would assure that the important allocation and price
control authorities contained in the Act would continue through the
ensuing winter and spring and would give the Congress an oppor-
tunity which is not now available to it to consider whether the Act
should be further extended or whether to make substantive amend-
ments to its terms.

BASIS FOR THE LEGISLATION

The Emergency Petroleum Allocation Act was enacted on Novem-
ber 27, 1973 at a time when this nation was confronted with unprec-
edented shortages i11 crude oil and petroleum products. The self-
regulatory laws of supply and demand were clearly not operating in
the petroleum market. Voluntary allocation programs had been tried
and had failed. The independent sector of the industry was withering
as available supplies were curtailed and the economy, as a whole, stood
1n peri .
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Finding no alternative to Federal intervention, the Congresss acted
to put into effect a nationwide. allocation program to preserve coin-
petition and to assure an equitable distribution of critically short
supplies. The allocation mechanism was coupled with price control
authority designed to afford a protective shield for industrial and in-
dividual consumers from arti�cially in�ated prices. Today, the price
control authority contained in the Allocation Act stands as the only
authority available to the Executive Brancli to assure that petroleum
prices are rationally base_d._ _ _ _ _

In fashioning the original legislation, your Committee did not
devise a mandatory allocation or price control program of its own
conception. It is generally recognized that the petroleum industry 1S
one of the largest and most complex in the world. To freezge in statu-
tory terms aii allocation and price control program for this industry
was, in the Committee�s opinion, simply not good policy. Administra-
tive flexibility was a prerequisite and, consequently, the Emergency
Petroleum Allocation Act was structured so as to assign to the Execu-
tive the responsibility for crafting the program pursuant to_ Congres-
sionally de�ned objectives. These are set out principally in_section
4(b) of the Act. Brie�y stated, that section establishes guidelines for
the priority uses of fuels covered by the Act and set forth standards
for action concerning the competitive sti_&#39;ucture of the industry and
general economic policy to be followed in the establishment of the
fuel allocation program} In each case, the Committee attempted to
state in clear terms what it believed should be accomplished under a
mandatory allocation program. O _

Most certainly the Allocation Act contributed greatly to this na-
tion�s ability to survive the Arab oil embargo. Also, it has in large
measure worked well in providing for the equitable dist_ributi_on of
supplies and in forestalling a further erosion of competition in the
oil industry. That is not to say that the Act itself and, more particu-
larly, the Executives administration of it stands without criticism.
The Committee is aware of a number of proposed amendments to the
fabric of the allocation program. Many of these register dissatisfac-
tion with the implementation of the price control authority under the
Congressional mandate that the Executive establish �equitable prices�
for petroleum products. Members of your Committee believe that in
several important respects the Congressionally de�ned ob_]ectives have
been misunderstood, misinterpreted or, in some cases, ignored. The
Committee was dissauded, however, from attempting to rede�ne Con-
gressional intent through substantive amendment to the Act at this
time. Instead, it was determined to wait until the next session of
Congress when time would permit a more reasoned and detailed
evaluation of the program. In this regard, it is noted that the program
has been in effect for less than one year. In its short life, the regula-
tions have been undergoing almost constant change. It is the sincere
hope and expectation of the Committee. that the Federal Energy
Administration, to whom the task of administering this program has
been delegated, will make the necessary revisions to bring the program
in line with the �rm intent of the Congress and the requirements of
the law.

1 The Emergency Petroleum Allocation Act of 1973 is printed_ in its entirety in section
of this report titled �Changes in Existing Law made by the B111, As Reported,� at p. 9.
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In this regard, the Conimittee wishes to observe and reempliasize
that the Federal Energ Administration is given great administrative
�exibility under this Act to respond to situations where the price con-
trol and allocation requirements of the Act are producing unintended
inequities. Several_ witnesses in the Committee�s proceedings have
asked the Committee to consider amendments for these purposes.
In particular, a number of States have asked for a speci�c statutory
exemption from F EA price controls for State�owned royalty oil. The
C()1L11ITl.i�tt¬0 makes no judonient as to the merits of this proposal. How-
ever, it is the Committees understaiiding that the Act embodies su�i�
cieiit administrative authority to permit the Federal Energy Adinin�
istration to consider this proposal and, if it �nds it 11�101�lt()l�iOl1S, to
develop an admiiiistrative solution to the problem. Moreover, the Act
includes adequate authority to permit the F EA to iiistitutc a system
of price. 43q11EtiiliE§:?1�¬10]1 applicable to crude oil, i&#39;esidual fuel oil and re-
fined products to eliniiiiate the regional and competitive inequities
which result from a dependence upon high�cost imported oils and pe-
troleum products. The FEA�s stated C()1�I1I11lt111(}11t to Siilicoiiiniittee
Chairman Macdonald during the hearings on this bill to inove
proiiiptly on a price eqiializatioii program has convinced the Com-
mittee that speci�c amendnients to the Act to compel. such action may
prove to be unnece sary.

CO1�£)IiT"J,�iEE C()NS&#39;II)ERATION

The Committee&#39;s Subcommittee on Communications and Power to
which the bill IiI.I?;. 16757 was assigiied received testimony from over
:30 witnesses on this bill together with a Senate�passed bill, S. 3717,
which proposed to extend the act for an additional 4 months. Also
under consideration by the Subcommittee were a number of related
House bills which proposed various extensions to the Act, some of
which ran to 18 months. I�I.I�3. 16757 was reported unanimously by the
Subcommittee and ordered reported by a voice vote of the full Coin-
mittee without dissent on October 8. At the time the bill was consid-
ered before the full Committee, Chairman Staggers announced that it
would be his intention to request that the Committee conduct full
oversight hearings of the administration of the Emergency Petroleum
Allocation Act in the early part of the �rst session of the next Coii-
gre-ss. At that time, substantive amendments to the Act would be con-
sidered and an assessment made of the need for continuance of the Act
with a more certain discernment of this N ation�s energy supplies and
requirements.

Cosr ESTIMATE

In accordance with section 252 (a) of the Legislative Reorganization
Act of 1970 (Public Law 91-150, 91st Congress), the Committee
estimates that the extension of the Emergency Petroleum Allocation
Act for an additional six months as proposed in this bill (I-LR. 16757)
will require expenditures of an additional $28,200,000.

AGENCY REPORTS

Followingcustomary procedure, the Committee requested the views
of a number of governmental agencies, including the Federal Energy
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Administration, on H.R. 16757 and related bills which proposed exten-
sion of the Emergency Petroleum Allocation Act of 197 3. As of this
date no agency has �led the requested reports. However, the Commit-
tee�s Subcommittee on Communications and Power did receive testi-
mony from the Honorable John C. Sawhill, Administrator of the
Federal Energy Administration, which sets forth the views of the
Administration on these various proposals. Mr. Sawhill�s statement
is printed below:

STATEMENT OF JOHN C. SAWHILL, ADMINISTRATOR,
FEDERAL ENERGY ADMINISTRATION

BEFORE THE

SUBOOMMITTEE ON COMMUNICATIONS AND POWER, COMMITTEE ON
INTERSTATE AND FOREIGN COMMERCE

HOUSE OF REPRESENTATIVES, SEPTEMBER 24, 1974

Mr. Chairman, Congressman Brown, and Members loffthe
Committee: I appreciate this opportunity to appear ie oie
you today to discuss  15905 and S. 3717, two bills which
would extend the life of the Emergency Petroleum Alloca-
tion Act. _ , ,In general, we believe that the Act in its present comé
prehensive and mandatory form has served its pu1%0%G1a11vshould be allowed to expire for the reasons discusse e or}.
However, we would agree to a one-time four to six mon .1
extension of the Act which would retain the eselilt i>I&#39;01e�I�a1}1
through the -coming winter when demand for ue _ supp_1es is
at its peak. Such a limite.d extension would be helpful in as-
suring an orderly phase out of the allocation program and a
smooth transition to a free market. At the Same time, it would
permit Congress and the Administration to_ assess the supply
situation and _the possible need for continuation of soniii
limited authority once the status of our oil, coal, and natuia
oas supplies has been clari�ed. _
D As this Committee will recall, the Allocation Act was con-
ceived and enacted primarily to insure the maint_en_ance of
essential activities and equitable distribution of limited pe-
troleum supplies during aiperiod of acute shortage, while
preserving an economically sound and competitive petroleum
industry. The nation was already beginning to experience a
serious shortage o-f petroleum in the latter part _of 1973, as
domestic production failed to keep pace with 1I1(13)I&#39;EB%LS111�)l_g�lOt3V¬�».lS
of consumption. W.1th imposition of the Ara elm a3go_October, the Situation reached crisis proportions. ace W1 -1
ro&#39;ected shortfalls in excess of 15% for the �rst quarter of

T971 the Congress concluded that government intervention, . . . . _in the marketplace was the only way to avoid severe 1I1d%V11(3ual hardship and economic dislocation. The ob]ective o t e
resulting legislation was set forth in the Act�s statement
of Findings and Purpose:
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� (b) The purpose of this Act is to grant to the President
of the United States and direct him to exercise speci�c tem-
porary authority to deal with Shortages of crude oil, residual
fuel oil, and re�ned petroleum products or dislocations in
their national distribution system. The authority granted
under this Act shall be exercised for the purpose of mini-
mizing the adverse impacts of such shortages or dislocations
on the American people and the domestic economy.�

Acting pursuant to this statutory mandate, the Adminis-
tration immediately implemented a comprehensive system of
mandatory allocation and price controls, designed to achieve,
to the maximum possible extent, each of the several speci�c
goals enumerated in the Act. �While this program has had
its problems, I think it has by and large been successful in
meeting the short-terin problem; the predicted massive dis-
locations of the economy did not materialize and there was
adequate fuel for the purposes to which the Coiigi&#39;ess had
given priority. As imperfect as it was and is, the allocatioii
program helped bring the country through a period of serious
shortage without massive unemployment, signi�cant loss of
residential heat or essential public services, or the need to
resort to gasoline rationing. &#39;

It seems to us an inescapable fact, however, that the supply
crisis with which the Act was designed to deal is now over.
The Arab embargo, thankfully, is behind us, and our vol 1.11116
of imports has returned to near prev-embargo levels. &#39;We now
face perhaps the most di�icult and challenging phase of any
�te1nporary� exercise in regulation: the process of di.sengage-
inent. Already there are those for whom the program has
become a sort of �security blanket,� and, quite understandably,
they will be reluctant to give it up. evertheless, the time has
come to examine the degree to wliicli the shortage situation
to wliich the Act was directed l1&#39;21S been alleviated and whether
the massive dose market i&#39;egul.ation prescribed by the Act is
likely to be necessary or desirable in the fut.iii&#39;e.

This is not to suggest that serious problems may not con-
tinue to exist-�both for the petroleum industry and for the
consumer of its products�-for they clearly may. VVe stil_l have
spot shortages of certain products, for example, and the �two-
tier� price structure has begun to threaten the competitive
viability of some re�ners and marketers��particularly in the
independent segment of the industry. F EA is deeply con-
cerned about the �aftzor-eifectis� of the embargo and the related
dramatic increase in the price of imported oil, and we are do-
ing our best to develop appropriate solutions. As serious as
these problems may be, however, they do not re�ect the con-
tinuation of signi�cant shortages which alone would justify
continued reliance on the comprehensive Allocation Act.
_ FEA�s projections indicate that the supply picture today
is remarkably different from that of last November. W/Te now
estimate that, provided we are able to import crude oil atcur-
rent levels of 3.5 million barrels per day, the supply of most
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petroleum products will be adequate through the second
quarter of 1975, and should continue to improve thereafter.
This estimate is based on an assumption of continuation of
the moderate conservation measures being observed at pres-
ent, including a slight turn�dowii of thermostats during the
winter.

In addition. preliminary estimates through the second
qiiartcr of 1975 indicate that :

Inventories of motor gasoline will increase by approxi-
mately 20 percent through June 1975, which shouldplace
the country in a favorable supply situation for next
summer.

Middle distillates will be in adequate supply this win-
ter, although inventory levels will reach low levels in the
Eastern States, especially the Northe-aster.

For residual fuel, we expect no shortfall during this
winter, the �rst quarter of 1975 (assuiiiing constant May
prices) and the second quarter of 1975.

Approxiinately a two percent shortfall of iiiaplitlia ct
fuel can be expected late this year, but by the s�rst. quarter
of 1975 supplies should agaiii be ample at current prices.

No shortfall is expected for Kerosene jet fuel, aviation
gasoline or petreclieinica.l_ feedstocks.

Liqui�ed petrol;eiim gases (�LPG�s�), most iiotedly
propane and butane. will remain in extremely short
supplies. Although shortfalls in the supply of propane
will persist tlirough the �rst quarter of 1975 as dis-
ti:�il)utioii problems and increased winter heating re-
quirements are encountered. there should be a suflicieiit,
supply of propane by the second ouarter of 197

VVe anticipate that the overall supply picture for these
particular fuels will also coiitiiiue to improve after the sec-
ond quarter of 1975.

Given these projections, we believe any supply problems
which remain can be solved without continued reliance on
an omnibus maiidatory allocation program covering every
facet of the petroleum industr_y and affecting, if not dic-
tiatiiig. v_irtiiall_v every domestic ti-aiisactioiii involviiig
Crude oil and covered petroleum piioducts. As we develop
add itional information aii_d insight-. we will be h appy to work
with Congress in de.te.rini.iiiirig what, if any, residual alloca-
tion or pricing autliority��perhaps of a rliscret.ionary or
standby iiature~��-sliould be maintained. to deal with the prob-
lems of S1�)Ol.-Sl101&#39;t21,(,,�{&#39;(>S and price iiieouities.

�Te. have been contiiiiiiallv concerned with the cnninetithre
position of the iiirleneiirlent, marketers and small and iii-
(lepemlent re�ners. However, we believe that the problem
in this area is not one of iiiademiatie supply. but rather of
cost/ price Cl1.S$1,.(lVa1&#39;1tftQ&#39;(?/. As you know. the present two-tier
crude oil pricing structure was designed to minimize wind-
fall pro�ts from the production of crude oil from existing
wells. Now that normal supply conditions are returning,
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this system is apparently resulting in a competitive advan-
tage for the major re�ners and marketers who control a pro-
portionately larger share of low-price �old� domestic crude
oil. FEA is studying this problem carefully, and is com-
mitted to taking whatever action might be necessary to pre-
serve the competitive viability of the independent sector
of the, industry.

On August 28, 1974, we solicited public comment on a
proposed regulation which would roughly equalize crude
oil costs among re�ners; and, just this morning, we opened
two days of public hearings on this proposal. This pro-
gram is intended to achieve an equitable distribution of low
price �old oil� among all sectors of the petroleum re�ning
industry, including independent and small re�ners, and to
assure that domestically-re�iied petroleum products are sold
at ¬i(}1.11talOl¬ prices by all distributors, including branded and
non-branded independent marketers.

In addition to our concern with the two-tier pricing struc-
ture. we have been constantly reviewing the status of the
branded and non�bra.iided independent marketers. As I meii�
tioned iii my appearance before you on Friday, September 20.
our latest report, published Aiigiist 28. 1974, suggests that
the share of the market supplied by the indepeiideiit market-
ers for the �rst �ve months of this year has been moving
very close to that share which they supplied in the first �ve
months of 197 2. The percent change in the share of independ-
ent iiiarketers, who, by the way, account for more than 80%
of our retail gasoline sales, did decline after May 1973, and,
until January 1974, remained one to two percent below the
share for the correspondiiig months of 197 2. Since January,
however, the percent of independent market shares has been
rising and, as of May 1974, was nearly identical to the per-
centage share of the market in the corresponding months of
19712.

lVe are continually improving our methods of surveying
the independent market shares and expect a. more sophisti-
cated method to be operable within several months. If addi-
tional statutory authority should be needed to protect inde-
pendent marketers aiid small and independent re�ners
following �nal expiration of the Allocation Act, we will, of
course, propose such legislation to the Congress. In the in-
terim, we will continue with the programs designed to assist
independents that I outlined in my testimony before you on
September :20. 1974. _

Because of favorable supply conditions, FEA has also
been considering the advisability of exempting certain petro-
leuin products from the Mandatory Petroleum Price and
Allocation Regulations. under the applicable provisions of
Allocation Act. On July 8, FEA published a proposal to
exempt residual fuel oil. from mandatory allocation and pub-
lic hearings were held on the proposal during the week of�
July 23. Following the hearings, a decision was made to main-
tain allocation controls on residual oil in order to avoid
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potential adverse effects of exemption from allocation on in-
dependent re�ners and marketers.

As a result of these hearings and further analysis, we have
concluded that an orderly deallocation program cannot pro-
ceed until problems emanating from the present two�tier
pricing system are solved. In addition, we are persuaded
that given the unacceptable in�ationary impact of decontrol�
ling the price of �old oil,� some kind of crude cost equalization
program seems to offer the most promising avenue of dealing

&#39;ith this dilemma.
Once the adverse effects of the two�tier pricing system

are taken care of, we will be in a position to proceed with
a staged, deallocation program, designed to exempt those
fuels which are in most ample supply. Assuming the Con-
gress allows such exemptions to take place, we should have
a. practical demonstration of the impact of ending alloca-
tion under conditions of ample supply by 1nid�spring. Of
course, even at that point, the question of whether price con-
trols on domestic crude oil should be continued beyond the
expiration of the Act will remain a major issue. Among
other things, careful consideration will have to be given
to the effectiveness of any crude oil equalization program
which we might implement, the need for a windfall pro�ts
tax, the possibilities for increased domestic production and,
most importantly, the possible inflationary effect which ex-
piration of the Act without limited discretionary or standby
authority might have.

F EA is also exploring ways to streamline and simplify its
existing regulatory programs. Two alternative proposals for
relaxation of controls on aviation fuels were issued for public
review in early August. One proposal would have ended the
mandatory supplier�purchaser relationship between sup-
pliers and civil air carriers. The other would merely allow
civil air carriers to seek contracts with new suppliers posses-
sing ample fuel supplies. Public hearings on the proposal
were conducted in September and we are currently in the
process of reviewing the hearing record and the written com-
ments that we received. I

On September 5, 1974, we proposed several major revi-
sions to our present pricing regulations. One of these pro-
posals would eliminate the �special products rule� which
currently imposes restrictions upon the allocation of in-
creased product costs among refined petroleum products. An-
other would permit increased non�produot costs to be passed
through automatically without resort to currently existing
prenoti�cation procedures. Public hearings on these pro-
posals will begin oii Spetember 30, 1974. Wre intend to ex-
plore additional avenues for streamlining and simplifying
our regulatory structure once the two�tier pricing system is
eliminated and our deallocation program is moving forward.

Finally, FEA, in cooperation with other interested Fed-
eral agencies, is developing the Project Independeiice Blue-
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print, which will present the policy options for protecting
the nation from the adverse economic, social and political
effects of foreign supply interruptions or excessive foreign
oil price increases. IVe expect that the Blueprint will be
coinpletecl in ovember and will provide a factual founda-
tion for exploring appropriate legislative initiatives.

In conclusion, the Administration is willing to accept a
four to_ six month extension of the Emergency Petroleum
Allocation Act to permit an orderly phase out of controls
and to provide an opportunity to explore more appropriate
alternatives, if needed, once the winter is over. The supply
emergency that led to enactment of the Allocation Act has
now passed and the problems which may confront us in the
future deserve, and will i*equiife., new and more flexible
solutions.

The imposition of coniprehensive government controls on
a production and distribution system as large and complex
as the petroleum industry inevitably produces distortions
which can adversely affect the entire economy. The fact that
such problems tend to become more severe and entrenclied
over time_persuades us that it would be extremely unwise
to maintain any regulatory program on a continuing basis.
More appropriate measures to deal with speci�c spot short-
ages or price disparities which may occur in the future need
to be carefully explored by the Administration and the Con-
gress as the deallocation program goes forward.

�Mr. Chairman, this concludes my prepared statement. I
will be pleased to answer any questions you might have.

CHANGES IN ExIsTiNG LAW MADE BY THE BILL, AS REPORTED

In compliance with clause  of Rule XIII of the Rules of the House
of Representatives,changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed _to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman) :

EMERGENCY PETROLEUM ALLOCATION ACT or 1973

AN ACT To authorize and require the President of the United States to allocate
crude oil, residual fuel oil, and re�ned petroleum products to deal with existing
or _1mniinent shortages and dislocations in the national distribution system
which jeopardize the public health, safety, or welfare; to provide for the
delegation of authority ; and for other purposes

Be it enacted by the Senate and H ease of Ref)7�(3S67?,li(litrZ&#39;?,.?68 of the
U�/zizterl States 0 f America in Congress assembled, That this Act may
be cited as the �Emergency Petroleum Allocation Act of 1973�.

FINDINGS AND PURPOSE

SEC. 2.  The Congress hereby determines that�
(1) shortages of crude oil, residual fuel oil, and re�ned petro-

leum products caused by inadequate domestic production, environ-

H. Rept. 93-1443 2
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mental constraints, and the unavailability of importstsuf�cient to
satisfy domestic demand, now exist or are imminent;

(2) such shortages have created or will create severe economic
dislocations» and hardships, including loss of jobs, closing of fac-
tories and businesses, reduction of crop plantings and harvesting,
and curtailment of vital public services, including the transporta-
tion of food and other essential goods; and

such hardships and dislocations jeopardize the normal flow
of commerce and constitute a national energy crisis which is a
threat to the public health, safety, and welfare and can be averted
or minimized most e�iciently and effectively through prompt
action by the Executive branch of Government.

(b) The purpose of this Act is to grant to the President of the
United States and direct him to exercise speci�c temporary authority
to deal with shortages of crude oil, residual fuel oil, and re�ned
petroleum products or dislocations in their national distribution sys-
tem. The authority granted under this Act shall be exercised for the
purpose of minimizing the adverse impacts of such shortages or (l1S-
locations on the American people and the domestic economy.

DEFIN ITIONS

Six�. 3. For purposes of this Act :
(1) The term �branded independent marketer� means a person

who is engaged in the marketing or distributing of re�ned petro-
leum products pursuant to��-

(A) an agreement or contract with a re�ner (or a person
who controls, is controlled by, or is under common control
with such re�ner) to use a trademark, trade name, service
mark, or other identifying symbol or name owned by such
re�ner (or any such person), or &#39;

(B) an agreeiiient or contract under which any such person
engaged in the marketing or distributing of re�ned petroleum
products is granted authority to occupy premises owned,
leased. or i_n any way controlled by a re�ner (or person who
controls, is controlled by, or is under common control with
such re�ner).

but who is 11ot a�iliated with, control led by, or under common con-
trol with any re�ner (other than by means of a supply contract, or
an agreement or contract described in subparagraph (A) or (B)
and who does not control such re�ner.

The term �nonbranded independent marketer� means a per-
son who is engaged in the marketing or distributing of re�ned
petroleum products, but who (A) is not a re�ner, (B) is 11ot a
person who controls, is controlled by, is under common control
with, or is a�iliated with a re�ner (other than by means of a supply
contract), and (C) is not a branded independent marketer.

(3) The term �independent re�ner� means at re�ner who (A)
obtained, directly or indirectly, in the calendar quarter which
ended immediately prior to the date of enactment of this Act,
more than 70 per centum of his re�nery input of domestic crude
oil (or 70 per centum of his re�nery input of domestic and im-
ported crude oil) from producers who do not control, are not

"-�&#39;��-�.-�-vé

&#39;-B-an-nan»
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controlled by, a11d are not under common control with, such
re�ner, and (B) marketed or distributed in such quarter and
continues to market or distribute a substantial volume of gaso-
line re�ned by him through branded independent marketers or
nonbranded independent marketers.

The term �small re�ner� means at re�ner whose total re�nery
capacity (inclii-ding the re�nery capacity of any person who con-
trols, is controlled by, or is under common control with such
re�ner) does not exceed 175,000 barrels per day.

The term �re�ned petroleum product� means gasoline, kero-
sene, distillates (including Number 2 fuel oil), LPG, re�ned lubri-
cating oils, or diesel fuel.

(6) The term �LPG" means propane and butane, but not
ethane.

(7) The term �United States� when used in the geographic
sense means the States, the District of Columbia, Puerto Rico,
and the territories and possessions of the United States.

1\IA N DATORY A LLOCATION

SEC. 4.  Not later than �fteen days after the date of enactment of
this Act, the President shall promulgate a regulation providing for
the mandatory allocation of crude oil, residual fuel oil, and each re�ned
petroleum product,-in amounts speci�ed in (or determined in a man-
ner prescribed by) and at prices speci�ed in (or determined in a man-
ner prescribed by) such regulation. Subject to subsection (f), such
regulation shall take elfect. not later than �fteen days after its promul-
gation. Except as provided in subsection (e) such regulation shall
apply to all crude oil, residual fuel oil, a11d re�ned petroleum products
produced in or imported into the United States.

(b) (1) The regulation under subsection  , to the maximum extent
practicable, shall provide for��

(A) protection of public health, safety, and welfare (including
maintenance of residential heating, such as individual homes,
apartments, and similar occupied dwelling units), and the na-
tional defense;

(B) maintenance of all public services (including facilities and
services provided by municipally, cooperatively, or investor
owned utilities or by any State or local government or authority,
and including transportation facilities and services which serve
the public at large) ;

(C) maintenance of agricultural operations, including farm-
ing, ranching dairy, and �shing activities, and services directly
related thereto;

(D) preservation of an economically sound and competitive
petroleum industry; including the priority needs to restore and
foster co1npet.ition in the producing, re�ning, distribution, mar-
keting, and petrochemical sectors of such industry, and to preserve
the competitive viability of independent re�ners, small re�ners,
nonbranded independent marketers, and branded independent
marketers ;

(E) the allocation of suitable types, grades, and quality of crude
oil to re�ners in the United States to permit such re�neries to
operate at full capacity;
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(F) equitable distribution of crude oil, residual fuel oil, and
re�ned petroleum products at equitable prices among all regions
and areas of the United States and sectors of the petroleum
industry, including independent re�ners, small re�ners, non-
branded independent marketers, branded independent marketers,
and among all users;

(G) allocation of residual fuel oil and re�ned petroleum
products in such amounts and in such manner as may be necessary
for the maintenance of exploration for, and production or extrac-
tion of, fuels, and for required transportation related thereto;

(H) economic ef�ciency; and
(I) minimization of economic distortion, in�exibility, and

unnecessary interference with market mechanisms.
(2) In specifying prices (or prescribing the manner for determin-

ing them), such regulation shall provide for�
(A) a dollar�for�dollar passthrough of net increases in the

cost of crude oil, residual fuel oil, and re�ned petroleum products
to all marketers or distributors at the retail level; and

(B) the use of the same date in the computation of markup,
margin, and posted price for all marketers or distributors of
crude oil, residual fuel oil and re�ned petroleum products at all
levels of marketing and distribution. _

(3) The President in promulgating the regulation under subsection
(a) shall give consideration to allocating crude oil, residual fuel oil.
and refined petroleum products in a manner which results in making
available crude oil, residual fuel oil, or re�ned petroleum products to
any person Whose use of fuels other than crude oil, residual fuel oil.
and re�ned petroleum products has been curtailed by, or pursuant to
a plan �led in compliance With, a rule or order of a Federal or State
agency, or Where such person�s supply of such other fuels is unobtain-
able. by reason of an abandonment of service permitted or ordered by
a Federal or State agency.

(c) (1) To the extent practicable and consistent With the objectives
of subsections  and (d), the mandatory allocation program estab-
lished under the regulation under subsection (a) shall be so structured
as to result in the allocation, during each period during Which the
regulation applies, of each re�ned petroleum product to each branded
independent marketer, each nonbranded independent marketer, each
small re�ner and each independent re�ner, and of crude oil to each
small re�ner and each independent re�ner, in an amount not less than
the amount sold or otherwise supplied to such marketer or re�ner
during the corresponding period of 1972, adjusted to provide--

(A) iii the case of re�ned petroleum products, a pro rata reduc-
tion in the amount allocated to each person engaged in the market-
ing or distribution of a re�ned petroleum product if the aggregate
amount of such product produced in and imported into the United
States is less than the aggregate amount produced and imported
in calendar year 1972; and

(B) in the case of crude oil, a pro rata reduction in the amount
of crude oil allocated to each re�ner if the aggregate amount
produced in and imported into the United States is less than the
aggregate amount produced and imported in calendar year 1972.
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(2) (A) The President shall report to the Congress monthly, begin-
ning not later than January 1, 1974, with respect to any change after
calendar year 197 2 in��

(i) the aggregate share of nonbranded independent marketers,
(ii) the aggregate share of branded independent marketers, and
(iii) the aggregate share of other persons engaged in the

marketing or distributing of re�ned petroleum products,
of the national market or the regional market in any re�ned petroleum
product (as such regional markets shall be determined by the
President) .

(B) If allocation of any increase of the amount of any re�ned
petroleum product produced in or imported into the United States in
excess of the amount produced or imported in calendar year 1972
contributes to a signi�cant increase in any market share described in
clause (i), (ii), or (iii) of subparagraph (A), the President shall by
order require an equitable adjustment in allocations of such product
under the regulation under subsection (a).

(3) The President shall, by order, require such adjustments in the
allocations of crude oil, residual fuel oil, and re�ned petroleum prod-
ucts established under the regulation under subsection a) as may
reasonably be necessary (A) to accomplish the objectives of subsec-
tion (b), or (B) to prevent any person from taking any action which
would be inconsistent with such objectives.

(4) The President may, by order, require such adjustments in the
allocations of re�ned petroleum products and crude oil established
under the regulation under subsection (a) as he determines may rea-
sonably be necessary-�

(A) in the case of re�ned petroleum products (i) to take into
consideration market entry by branded independent marketers and
nonbranded independent marketers during or subsequent to calen-
dar year 1972, or (ii) to take into consideration expansion or
reduction of marketing or distribution facilities of such marketers
during or subsequent to calendar year 1972, and

(B) in the case of crude oil  to take into consideration
market entry by independent re�ners and small re�ners during or
subsequent to calendar year 1972, or (ii) to take into consideration
expansion or reduction of re�ning facilities of such re�ners dur-
ing or subsequent to calendar year 1972.

Any adjustments made under this paragrapli may be inade only upon a
�nding that, to the maximum extent practicable. the objectives of sub-
sections  and (d) of this section are attained,

(5) To the extent practicable and consistent with the objectives of
subsections  b) and (d), the mandatory allocation program established
under the regulation under subsection  a) shall not provide for alloca-
tion to LPG in a manner which denies LPG to any industrial user if
no substitute for LPG is available for use by such industrial user.

(d) The regulation under subsection (a) shall require that crude
oil, residual fuel oil, and all re�ned petroleum products which are
produced or re�ned Within the United. States shall be totally allocated
for use by ultimate users Within the United States, to the extent prac-
ticable and necessary to accomplish the objectives of subsection (b).
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(e) ( 1) The provisions of the regulation under subsection  shall
specify (or prescribe a manner for determining) prices of crude oil at
the producer level, but, upon a �nding by the President that to require
allocation at the producer level (on a national, regional, or case-b¢v�case
basis) is unnecessary to attain the objectives of subsection (b) (1) (E)
or the other objectives of subsections (b), (c) , and (d) of this section.
such ir&#39;e>giilatiioii. need not require allocation of crude oil at such level.
Any �iidiiig made pursuant to this subsection shall be transmitted to
the Congress in the form of a report setting forth the basis for the
Presidents fiiiding that allocation at such level is not necessary to
attain the objectives referred to in the preceding sentence.

( A) The regulation proinulgated under subsection a) of this
section shall not apply to the �rst sale of crude oil produced in the
flnited States from any lease whose avera.ge daily production of crude
oil for the p�!&#39;¬-(?9(ll11_,Q&#39; calendar year does not exceed ten barrels per Well.

(B) To qualify for the exemption under this paragraph, a. lease
must be oiwerating at the inaxinium feasible rate of production and in
accord with }?8(?i0,¬Il1lZ9(l conservation practices.

( C) Any agency d_esign ated by the President untler section 5 ( l?) for
such purpose is authorized to conduct inspections to iiisure compliance
with this paragraph and shall pi°oimilgate and cause to be published
regulations iinplementing the provisions of this paragraph.

(f) ( 1) The provisions of the regulation under subsection (
respecting allocation of gasoline need not take effect until thirty days
after the promulgation of such regiilation, except that the provisions
of such 17¬.¬2&#39;11laf.1OD. respecting price of gasoline shall take effect not
later than �fteen days after its promulgation.

(2) If-
(A) An order or regulation under section 203(a) (3) of the

Economic Stia.bilizati_on Act of 1970 applies to crude oil, residual
fuel oil. or a re�ned petroleum product and has taken effect on
or before the �fteenth day after the da:te of enactment of this
Act. and

(B) the President determines that delay in the effective date
of provisions of the �[�¬.Q�11lflt1OI1 under subsection (a) relating to
sucli oil or product is in the public interest and is necessary to
effectuate the transition from the program under such section 203
(a) (3) to the mandatory allocation program required under this
Act.

he may in the regulation promulgated under subsection ( a) of this
section delay, until not later than thirty days after the date of the
promulgation of the regulation, the effective date of the provisions of
such regulation insofar as they relate to such oil or product. At the
same time the President promulgates such regulation, he shall report
to Congress setting forth his reasons for the action under this
paragraph.

(g) (1) The regulation promulgated and made effective under sub-
section (a) shall remain in e�ect until midnight -[February 28, 1975]
August 3], 1.975, except that (A) the President or his delegate may
amend such regulations so long as such regulation, as amended, meets
the requirements of this section, and (B) the President may exempt
crude oil, residual fuel oil, or any re�ned petroleum product from such
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regulation in accordance with paragraph (2) of this subsection. The
authority to promulgate and amend the regulation and to issue any
order under this section, and to enforce under section 5 such regulation
and any such order, expires at midnight [February 28, 1975]
A/ztguiszf 3], 1975, but such expiration shall not affect any action or
pending proceedings, civil or criminal. not �nally determined on such
date, nor any action or proceeding based upon any act committed
prior to midnight [February 28, 1975] August 31, .1975.

(2) If at any time after the date of enactment of this Act the
President �nds that application of the regulation under subsection (a)
to crude oil, residual fuel oil, or a re�ned petroleum product is not
necessary to carry out this Act, that there is no shortage of such oil or
product, and that exempting such oil or product from such regulation
will not have an adverse impact on the supply of any other oil or
re�ned petroleum products subject to this Act, he may prescribe an
ainendinent to the regulation under subsection (a) exempting such oil
or product from such regulation for a period of not more than ninety
days. The President shall submit any such amendment and any such
findings to the Congress. An (amendment under this paragraph may
not exempt more than one oil or one product. Such an amendment shall
take e��ect on a date speci�ed in the amendment, but in no case sooner
than the close of the earliest period which begins after the submission
of such amendment to the Congress and which includes at least �ve
days during which the House was in session and at least �ve days
during which the Senate was in session; except that such amendment
shall not take effect if before the expiration of such period either
House of Congress approves a resolution of that House stating in
substance that such House disapproves such amendment.

ADl\IINISTRATION ANI) ENFORCE1\IENT

SEC.   (1) Except as provided in paragraph. (2), (A) sections
205 through 211 of the Economic Stabilization Act of 1970 (as in
effect on the date of enactment of this Act) shall apply to the regula-
tion promulgated under section 4 (a), to any oi:&#39;d.er under this Altét, and
to any action takeii by the President (or his delegate) under this Act,
as if such regulation had been promulgated, such order had been
issued, or such action had been taken under the Economic Sabiliza�
tion Act of 1970; and (13) section 212 (other than 212(b)) and 218
of such Act shall apply to functions under this Act to the same
exteiit. such sections apply to functions under the Economic Stabiliza-
tion Act of 1970. _

(2) The expiratioii of authority to issue and enforce orders and
regulations iinder section �.218 of such Act shall not affect any authority
toiamend aiid enforce the regulation or to issue and enforce any order
under this Act, and shall not effect any authority under sections.212
and 21-3 insofar as such authority is made applicable to functions
under this Act. .

(b) The President may delegate all or any portion of the a.utliori__ty
granted to him under this Act to such officers, departments, or agencies
of the United States, or to any State (or officer thereof), as he deems
appropriate.
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EFFECT ON OTHER LAWS AND ACTIONS TAKEN THEREUNDER

SEC. 6. (a) All actions duly taken pursuant to clause (3) of the�rst
sentence of section 203 (a) of the Economic Stabilization Act of 1970 in
effect immediately prior to the effective date of the regulation promul� .
gated under section 4(a) of this Act, shall continue in effect until
modi�ed pursuant to this Act.

(b) The regulation under section 4 and any order issued thereunder
shall preempt any provision of any program for the allocation of crude
oil, residual fuel oil, or any re�ned petroleum product established by
any State or local government if such provision is in conflict with such
regulation or any such order.

(c) (1) Except as speci�cally provided in this subsection, no pro-
visions of this Act shall be deemed to convey to any person subject to
this Act immunity from civil or criminal liability, or to create defenses
to actions, under the antitrust laws.

(2) As used in this subsection, the term �antitrust laws� includes�
(A) the Act entitled �An Act to protect trade and commerce

against unlawful restraints and monopolies�, approved July 2,
1890 (15 U.S.C. 1 et seq.) ;

(B) the Act entitled �An Act to supplement existing laws
against unlawful restraints and monopolies, and for other pur-
poses�, approved October 15, 1914 (15 U.S.C. 12 et seq.) ;

(C) the Federal Trade Commission Act (15 U.S.C. 41 et seq.) ;
(D) sections 7 3 and 74 of the Act entitled �An Act to reduce

taxation, to provide revenue for the Government, and for other
purposes�, approved August 27, 1894 (15 U.S.C. 8 and 9) ; and

(E) the Act of June 19, 1936, chapter 592 (15 U.S.C. 18, 13a,
13b, and 21a) .

The regulation promulgated under section 4 (a) of this Act shall
be foi°warded on or before the date of its promulgatioii to the Attorney
General and to the Federal. Trade Commission, Who shall, at laast
S-G3/�¬11 days prior to the effective date of such regulation, i&#39;eport to the
President with respect to Whether S1-lCl1 regulation would tend to cre-
ate or maintain Elllt-iCO11�1pQlLltl�V8 practices or situations inconsistent
with the antitrust laws, and propose any alternative which would
avoid or overcome such effects while achieving the purposes of this
Act.

(4) VVhe11ever it is 118�C8SS-t�t1"y, in order to comply with the provisions
of this Act or the regulation or any orders under section 4 tliereof, for
owners, directors, officers, agents, employees, or repi&#39;ese1i&#39;tatives of two
or more persons engaged in the business of producing, re�ning, inarket�
ing, or distributing crude oil, residual fuel oil,_or aiiy re�ned petro-
leum product to meet, confer, or communicate in such a fasliioiiand
to such ends that might otherwise be construed to coiistitute a viola-
tion of the antitrust laws, such persons may do so only upon an order
of the President (or of an officer or agency of the United States to
Whom the President has delegated aiitliority under section 5 (b) of this
Act) :, which order shall specify and limit the subject matter and ob-
jectives of such meeting, conference, oi&#39;_communication. Moreover,
such meeting, coiiference, or communication shall t.al3:e_ place only in
the presence of a representative of the Antitrust Division of the De�_
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partment of Justice, and a verbatim transcript of such meeting, con-
ference, or communication shall be taken and deposited, together with
any agreement resulting therefrom, with the Attorney General and the
Federal. Trade Commission, where it shall be made available for public
inspection.

(5) Thei�e shall be available as a defense to any action brought under
the antitrust laws, or for breach o-f contract in any Federal or State
court arising out of delay or failure to provide, sell, or offer for sale or
exchange crude oil, residual fuel oil, or any refined petroleum product,
that such delay or failure was caused solely by compliance with the
provisions of this Act or with the regulation or any order under section
4 of this Act.

(6) There shall be available as a defense to any action brought under
the antitrust laws arising from any meeting, conference, or cominuni�
cation or agreement. resulting therefrom, held or made solely for the
purpose of complying with the provisions of this Act or the regula-
tion or any order under section 4 thereof, that such meeting, confer-
ence, communication, or agreement was carried out or made in accord-
ance with the requirements of paragraph (4) of this subsection.

MONITORING BY FEDERAL TRADE COMMISSION

SEC. 7. (a) During the forty��ve day period beginning on the e�ec-
tive date on which the regulation under section 4 �rst takes effect, the
Federal Trade Commission shall monitor the program established
under such regulation; and, not later than sixty days after such effec-
tive date on which the regulation under section 4 �rst takes effect, the
the effectiveness of this Act and actions taken pursuant thereto.

(b) For purposes of carrying out this section, the Federal Trade
Commission�s authority, under sections 6, 9, and 10 of the Federal
Trade Commission Act to gather and compile information and to
require furnishing of information, shall extend to any individual or
partnership, and to any common carrier subject to the Acts to regulate
commerce (as such Acts are de�ned in section 4 of the Federal Trade
Commission Act).
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