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Dear Representative: 1% .  6

This week the House of Representatives niii unto on Emergency Naturai Gas
iegislation (H.R. 9464) which has rocenciy reported bye4#mr+hnnmr1:mm����?
Cemm+ttEET��:nis iegisiotion orddidss special purchase arrangements to cope
with predicted curtaiimonts in nsiuroi gas dvaiiohiiity this winter and next
winter. it was reportdd dosh chough the origins? curtaiiment predictions were
highiy soocuiative and based on suspect figures and the wincdr is wanmer than
usua1.c Both the Uffics of iochnoiody Assessment and the Genera? Accounting
Office say that major curtdiimonts are not orobdoio and in cases that do occur
the Federai Power Cmmissidn has provided for édmday emsrgency saies procedures.

Even ihough noithnr the ooorooriaid suhcomittee nor fuii Committee has
held hearings on iongutorm ndturni gas rdguiation, it is sxpocted that some
Mmbers wiii introduce nonmgormdno amendmdnts to H.R. 3464 which would increase
naturai gas_pricos for seven ydars and ionder. They wouid have the House short
circuit its deliberstivo procoss snd undorino iuii consideration by precipitious
action on the finer.

when H.R. 94643 and tho» dereguidt&#39;ior2~pr~ics incrcsso amondnonts reach the
finer, the House of Rsnresdntaiivos wiii be voting, in essence. for or against
a "Foreign Power �ommission,� the 0?E¬ cortoi. when voting on tho deregu1ation~
price increase option, you wiii he doting up or down on GPEC nricing of domestic
naturai gas. ion were presented with this option on oil pricing osriier in the
faii. The House rejected QPEC pricing and uotod to keep domss�ic oii under
American controi and at stnoio prices. Naturai gas pricing raises the same
choice. Hero*s why.

The price of new, uncontroiidd crude oil has risen steadily as OPEC raises
its price. In the iast 30 months it has gone from $3.90 to $13.50 per barrel.
In October of 1973, the price of unrdguiotod naturai gas said on the intrastate
market for aporoximoteiy 3S~dQ¢/MCF. In tandem with tho rising prices of OPEC
oii and uncontrolled domestic oil, intrastate naturai gas has risen to an average
price of $1.25/MCF, an increase of aimost 390%. Some intrashats gas is now soil»
ing at $2 ond more per MCF.

�ihe price of interstate natursi gas uonid disc rise to this artificially
high OPEC price if doreguiation occurs as Representative Krueger wiii undoubted�
iy propose. Abandoning price roguiation wouid mean that aii natural gas prices
wouid be controiiod by a cortei of foreign governments, in essence a �Foreign
Power Comission.� This wouid rosuit in a massive transfer of wealth from con»
sumers and workers to the energy industry. In the first year, the cost impact
of dereguiation wiii be an increased burden on consumers of $i7 oiiiion per year
or $320 for each four member American famiiy.

The American peopis have suffered through an embargo, major price increases
on aii fueis, energy industry myths about nsturai gas shortages, threats of job

  losses, and in general have been hiackmaiied to accent whatever fuoi prices the
energy industry offers. Congress was not hoodwinkod on oi? pricing. It fought
to continue oil controls at non~0FEC prions. OPEC also exerts cnntroi over
naturaiioas pricing.  §eventy~fiwe3pe:§&n:$of;ali_na:ucn],gasvis produced by themajor o   comddnins. Congress again most assert icseif and protect the economy
from a new round of infiation and recession which wouid he the obvious resuit
of natursi gas dereguiotion�~hugo orico increoses.

we urge you to vote against any amendments to the Emergency Natura2 3as
Bill (H.R. 9464) which wouid extend the scope of tho hiii beyond the emergency
period. �

Sincorsiy,
X

f§:)oorai;jl}4gL*°��ion

John Cidybrodh

CONQ glass WATCH - 133 C STREET, S.E., WASHINGTON, D.C. 20003 - (202) 546-4996
_ 9:. ,� &#39;"u .,-� J - ,1.
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Na%ura% ga5 ca�gié�ut�s a��gé a�gmt�iré §% thg ta�a� gnargy cangumad
in t�a Unitad $ta%$&¢  ��am� %W$wt�§?�$ gf aé� �atmr&1 gag praduaaa in the
Zawev $8 aiatag £3 said in %�%%%$tat& mamgrga gt a tag griaa 9? $.52 per %
��au�amd $u§%c f��t {m�f} ��d an av�wagg préa� 3% $3553 gar ma? in acmardanaa
with Fadarai ?ow%r Camissicn �����a�f��gg ?%e r&ma%�%ng anemthiwd is geld
i�tra�tatag i§%�$t ?%ga1aE&�g a�� geifs a� a amrrant tap prica af abuut $2.�3
p�r&#39;ma? and a� ava?ag& grime �f aémut §2a2§ par ma?� Fraductfa� Q? interstate
g&$ pa&&&d at 2%.? tri1?éa% aahia ¥@%% itcf� i� Z??? ané �ag ainca dac?inad ta
32.? ta? 1% §§?¬$ &#39;§@§ina§ng im �mvam�aw %§?G; �ama in�ergzata p¬pa3¬n&s beg�n
cu?tai?§ng �%?§V@?i%� ta tha�w firm mu$t$m&r$; T�ig curaaiiment has cmnténuad
and imsraaaéé in aaah ����a��iv� y�arg

A Prwpanan�s Q? ééregaiatfang incéuding aha ?arg& natural gas praducing
aampaai&$%a�d t�� %hft@ &ma$$3 a�sart ihat ragu?atf$w hag causad the current
natu%&E gaa $��?t%§@ kacavga aha graéuaarg �é�d graataw ecenamic incantives �han
t�a auwra�t re�mbawaamant far ail mutmafwpmckat axpawsés piua 25% return on
��v��tmé��� This ¢h§rg@ %$ f%1$%% Emu? ma�� raasgmg acacunt far the ghortaga:

Tg Sfgce ��ég, tag §§�%?§3 ?§w%r ¬$mm§$$§$n {E?¬}_�as as a matter 3? �97iax
gr gta� �uggtg�tiai aaria�éa fnawgaaag i� tha raguéataé préca af gaa, whi3aA
gg�éi�iy argui�g far �mtai �er%gu%at§$%9 T�a�a ??§C& increases and the prospact
�f �araguiatia� @&¥% awaatgd & veny �trang éngantéva far keeping natura% gas cut
a? pr��aatiang A�r��umar� h@¥§%�g aupgééag Q? guah a rapidly appraaiating aaget
a?& fa �a �uw�y �g Eégaééaia t%&§r hai�ingg, 3&�h%?, ~raéu$ar5 expactfng the

�i h�ghar W13} �§1d b&ck thgiw prm�umt%&n in the exgac�ation af far
%;&%r%$ri$&$ ai & ?g%aw �&�&& Sénma ma�a Q? tha ?%$&F%�$ avg ammmittaé u�dar

A%�f%6i%§ c%%t?a¢t$ fax intar$tat% ghigmantk g§%cu?a�é�g wraéucers wha withhmid
#?%éu�??§� man aaaampéiah their gaa? n�?y éy é�éfbarateiy faiifng ta meet their

Thmy mag many teahnf�ues ta $3 t�ig:

{ V * T�� pradacars und&rr%§we$&mt tha amaunt af t�afr r@savv&2. & ?&é&ra?
?ra&a C6mi§$fan E@mmran&m wf March 35$ 1§?5 gtatea �t�a ����m��t� abtainad
f�am &u?f and ��éaa aww and t�& A§£ i�meriman 6&5 �aamcfatiem} ¬fe?dwby~f1eTd%
a��imatas gnaw tha ��f������ �f fvequent and 3a?ga%dis:rapanci&s batwaa� resarvé
§§§i§&¬as a$ad �ntarnaéiy by th��é campaniag &�� t�e egtémaias ragsrtad $9 the

*  ?P����%?% i�t&mt¬ana3%§ wft�haid gas aaniwaatad far by iha pigeli�ea.
% AH �dtchar ?§ §§?§ �taff �am�randum mf th� �ausa Cmmmmrae Cmm?t$ae�$ Subaamitu
%&% an Engrgy amé Fawar �ammagtra��s �aw ?ra&$am, mag �f �he Matian�$ Eargast
§i§&?i�%$, faéiad ta �v�� mate t�at it wag raaaiwiag T@s$ t�an it$ acntract
vwigma. Tha ��m�f��d�m ��t�� that $32 majar §?$�§car$ hava faifaé ta tempiy
with i�&¬? a%?%ga%ian3§ ?ha avé�anc� Emd�cataé that �he ghart�ges were dué ta
�@31b%r&t% w§%h%$3d¬n§ rathaw than Q�avmf�abie prwductfan $�§Pt%Q�$a

* W??��a�&?$ �av� f�iia� ta %�it¬a�% dr¬1?¬ng$ � %av&m§é? 2?, 39?5 ragsrt
a? th% �mmga �aémarta §amm§tt&m�§ Smbgammi%t&a an §v&r$%ghi aaé lnw$stigatinns
f$&né �h&� Eatig ané ?%nm@¢$ faiiaé :3 én�t�até timaéy new dré?%%n§ in a high

f��éd &t E���i�n Eayg Lagi�éanag maag�ng aaré�as auv�aiéments in
$&E$v%ny.
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* Preducers have aiihwed deterioration hf their physical piants and have
been diiathny in making rehaiwg in apharaht vihiatihh hf the Nathrhi aas Act.
The H0u5e Suhchmmittaa on �varsight and invhatigatimhs fhund that Ciiies Service
and Trahsch knew as eariy ah March i9?4 that Citiaa Service whuid need to do
maintenanca to cahnteract CGP?�3§Q�hi� high voiuma gas weiis in Biock A~?6 inthe Gulf hf Maxine. Evidenca gnawed that Citiea Servich ihtanhionaiiy deiayed
the work which conic! have been dame during acme suniner mhnth :30 that it was not
campieted until January 1925. The resuit was severe diaruptian of deiiveny.

* Ah FPC ataff report in i9?4 raveaied that there were prhducibie shut-in
wells on 168 off�hore leases that ahntaiheé 4.? tcf cf proved rhserves.and 3.3
tcf of prhbabie resarves.

* Producers hoid large �edicatad nohproducing reserves. These aré reserves
that are aiready dedicated to ihthrstate chmmarce but are hat being produced.
ghe FPC ii chrrentiy investigating these reserves whose volume increased to over  tcf in 9?4»

* At £XxON�s and Quintanhih Garden City, Louisiana iieid the House-Sub»
committee on Oversight ang Investigations fhhh� that capitai which cohid have .been aiiocated to maintain the interatata deiiverabiiity rates was shifted ta fieid�whose production is hat dedicated tn the ihter$tate markht. with this �hiit the
producers wquid maximiza current prafitg by seiiing more has in the unregu1ated
intrastate market and wauid maximize future praiits by Blawing current interatate
productihn, with the resuitant shartfaii on cantracts, untii interstate priceg
rise somatime in the futhra.   L

Producers_have hut had in worny about enforcement hi their C0�tV&CtS�t0f
deliver. Not a sihgie pipeline aampany has taken a producer ta caurt to obtain
the contramt gas. The piheiihe chmpahiha hiaim fear of rhprisais if they antagownize the producers. The FPS aisa has authhrity to hnfhrce these contracts.  Under
the agency�s iaw, the FPC issues certiiicates far interstate gasishipment and has
in?! authority to enforce tha prwvisihn$ hi the aantractg, including delivery
and productihn requirements. Yet it has iaiied ta do 50. Representative John E.
M955 (0., Caiif) ha$ painted out that "my oversight, neglect, or shear de&e1ic~
itihn� the Camissihn has faiied ta act aiiirmativhiy in acchrdance with its own�
regulations. Thusg producers have an ehhnemic incentive to withhaid supply fromthe market aha no fear hf being heid iegaiiy ahcouhtabie fhr such tactics. T
Finaiiyg under pressur� frhm Chngresgihhai ovaraight hhmmitiees, the FPC issued
Grdhr 539 ah October E4, igi� stating it whhid require cnmhlianca with contracts.

2. Other fedarai policies create incentives for �aw praductioh. Federai off~
share Teasing poiicias permit iease haiders ta tie up ieases far future production
rather than requiring iease haiderh to driil diiigentiy for the natural gas.i
Federal tax phiicies promote expiaration and prhduction abraad bygiving greateri
tax dredit fur rhyaities paid to fhreign nations than far rqyaities paid to
American owners in domestic prhqhction.  i

I 3. Anuhraguiated market exists for gas shipped intrastate.i while the inter«
state shipment of natural gas is subject to a raghiated maximum price ceiling of
$¢5£ per mcf, saia hf ihe game gas in the intrastate market can bring as much as
four times that prica. Therefere, there is a strang incentive to sail within the
atate rather than dedicating the naturai gas ta interstaié cammerce. Similarly,
it is more prafitabie to curtaii supply to interstate pipeiinas and 5&1} the
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product on the unregulated, intrastate market. This economic fact ef life is
ref1ected in the curtaiiment an the interstate market� A Library 0? Congress
study released by Representative John Dingeil on Nevembar 2? caicuiates that a
gas producer sf average size cou1d prafitably withho1d present1y available
production up ta six years in anticipation of pramised deregu1atidn.

4. The supp1y of natura1 gas alsu has been wasted. Through widespread
unrestrained use during the 1950�s and 7960�s5 carpora�ions have drawn unneces-
sariiy from its natura? gas suppiy. One striking examp1e of thi� profligate
waste is the use of natura1 gas in eTectricity generation. whi1e methods have
long existed to use coai and t0 centre? its poT1utimn, many ut11ities have
continued to misuse natura1 gas. Only within the iast two years have Timits
been placed on th1s unnecessary age. p
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SENATE BILL (S. 2310) PASSED QCTQBER 92, 1@?5, KNOWN Am PEARSON~BENTSEN

a

Title I (Emergency Provisi�ns)

* Authorize FPC to exemnt from regulation an� price contrals for 180 days
interstate natural gas 3umplierswhm3e,sunb1ies of natural gag are in~
sufficient ta supply high~pri0rity auatomers, defined as those with no
alternative fuel and whase requirgmenta mu3t be Satisfied to avoid
mubstantial umemplayment, faod mraduction impairment, or threat to nublic
héalth or aafety. Generally, residential and amall commercial customers
are given firgt priority. %

* Regulate wellhead mrice of gag said for the first time in interstate
cmmmerce to a arise equal ta the highest price in the gtate of its Grigin
during the mario� of Jana 1 ta august 1, l§7§. -

* Forbid suppliers from wagging higher*co$t$ an to �mall users and
r@5idential cuatomers.

* Extend PEA authmrity ta mrder conversion frcm natural gag to coal until
June 303 1976 and authwvjz FHA to %an uge cf natural gas as bailer fue1
for electric g�neration.

* Exten� to April 3, 19?5 Pre3ident�$ au�hority ta allocate and control
price mf prmpane and butane.

* Provide authority for PEA actimn allowing high priority customers
experiencing curtailmentg to purchase gas �irectly from intrastate sources
a� market prices and to arrange far i�s transnortatian thrmugh inter~
abate pipelines.

* Pravidag for expiratimn of emergency provisimns on Anvil U, 1976.
Title II (L0ng»Term Deregulation)

* Beregulate price of onshare n@w natural gas on April 5, 1976. New
natural gas 13 that gas cammitted to interstate commerce for the first
time after January 1, 1975 or mroduced fram wells discovered after that
�ate.

* Qeregmlate price of new offahore natural gaa on January 1, 1981. L
Authorize FPS to set ceiling price on new offmhore gas during l975~198O
phasewout period.

* Direct FPO to cmnduct itg own stu�y of_natura1 gas supmlies and file
initial repmrt within 90 days of enactment.

* Direct pipelines to $911 legs expensive ol� gas ta small uaers and
residential customera.

* Direct FPO to modify pwice an aid gas every twa years including gaa
now flowing under cwntract, after the contract axpiwes.

* Extend FPO Jurisdiction aver aynthe�ic natural gas.



SUMMARY op NATURAL GAS LeoIeLAT:oN CURRENTLY PENDING BEFORE CONGRESS

HOUSE BILL (H.R. 9H6H) REPORTED BY THE COMMERCE COMMITTEE DECEMBER 2

* Authorizes "distressed interstate oioelines" to purchase additional
supplies from intrastate sources at market ~ nonregulated - orice. This�
authority expires on April 15, 1977.

NOTE: An amendment offered by Rep. Krueaer of Texas would have extended
the expiration date for seven yeare.

* A "distressed interstate pipeline" is one certified by the FPO as
unable to meet the requirements of "eeeential users" supplied directly
hy such a pipeline. An "essential user" ie a customer who the_FPC
determines to be such by examining the availability of alternative fuel,
the cost and reasonableness of conversion to that other fuel, and the
imoaot of curtailment on unemployment, domestic food production, and

ipublic health, safety, and welfare.

* Allows eale of new natural gaa~~firet committed to interstate commerce
after September 9, l9?5«~at a rate above the regulated rate during the
duration of the supply emergency period (i.e., until April 15, 1977).

* Requires the higher oricee paid for intrastate gas be oaeeed through
as a surcharge to customers other than emall ueere and residential users.

* Authorizes the FPO to direct nipelinea to interconneot to carry out
purposes of the Act.

* Provides for enforcement by the Attorney General or by private civil
cause of action.

(morem�eee other side)
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Fram:

Sb,_.�ne eonammer cast mf na�ural_ga$ éaragulapimn wou1��b&gin at
%l7,QGU,0GG,0§O and graw ta $R9,QQQ9$�Q,GU@ pa? y�ar by �ha
iif�h y�arg Qvar a five yaay �e�im�� these gangumer casts
would amgumh �n $ll§5OOG,�GG,§Q0r» ?his~am9u�§wdivided by the
gumher 0? ait;z&n$ equai� awwraximat@1§ $El§� per faur mam»
mar famiiy. aver tha nax� five y�arg yam waul� ha expeatad
to pay �heae gra�mallr.incPea$1mg prices:

YERR �A     � ETEM§ PURCEA$E§  % %     ?RIQE ENCREASE

W .&#39; � "n¬~~H/"H.{14G .v   "4-�*"�=.4"&#39;)  "-"&#39; �    ma�   5;.»

1977 5 u�img natural gag: V 380

1973 E V frmgan foad, beav- i 330

1979 A 6&ma3.�Ew3paner, 1 $06
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     �cs!r...v4&#39;5l980 % ~1ams pradua�g, braa�, %  55O


