
931) CONGRESS
1s&#39;r SESSION 1-1. R. 6821

IN THE HOUSE OF REPRESENTATIVES

APRIL 10,1973
Mr. STAGGERS (for himself and Mr. DEVINE) introduced the following bill;

which was referred to the Committee on Interstate and Foreign Commerce

A BILL
To provide for the registration and regulation of oil and gas
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programs, and for other purposes.

Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled,

That this Act may  cited as the �Oil and Gas Investment
iiAtti5fi197si�,i

TITLE I�REGULATION or OIL 1>noenAMst

FINDINGS AND DECLARATION OF POLICY

SEC. 101. (a) Upon the basis of facts disclosed as a I
result of an inquiry by the Securities and Exchange Com-

mission, in connection with hearings held by committees of

the N inety��rst Congress, and facts otherwise disclosed and
ascertained, it is hereby found that oil programs are af-
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1 fected with a national public interest, in that, among other

2 things.�-
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(1) the dollar value of program participations is-
sued by oil programs repres.ents a signi�cant part of
the value of all securities offered, distributed, purchased,

paid for, exchanged, transferred, redeemed, and repur-

chased by use of the mails and means and instrumentali-

L ties of interstate commerce;

( 2) the principal activities of such oil programs-
investing, reinvesting, and trading in oil and gas interests
and exploring for and producing oil and gas�are con-

ducted by the use of the mails and means and instrumen-
talities of interstate commerce;

(3) oil programs are media for investment in the
national economy of a signi�cant part of the national

savings and may have a signi�cant effect upon the �ow

- of such savings intothe capital markets; and

(4) the activities of oil programs, extending over

many States, their use of the instrumentalities of «inter-
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in computing repurchase prices of their program par-

ticipations, in allocating costs and revenues, and in de-

termining management compensation, employ unsound,
confusing, or misleading practices, or are not subjected
to adequate scrutiny; 1 i

   when oil programs become inactive, or change
  the character of their business, or when the control or

  management thereof is transferred, withoutthe consent

of the holders ofprogram participations; and
1(7) when oil programs� or their managers operate

without adequate assets or reserves.
(c)  While recognizing that the national public interest

involved in the exploration forand production of oil and

�gas has led to enactment of certain Federal tax incentives
which oil programs make available to their investors, it is

hereby, declared that the policy and purposes of this title,
in accordance with which the provisions of this title shall be ,

interpreted, are to mitigate and, so far as is feasible, to elimi-

nate the conditions enumerated in this section which ad-

versely affect the national public interest and the interest of

1 investors.

GENERAL DEFINITION-S

SEC. 102. (a)� As used in this title, unless the context
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means� (A) any person directly or indirectly owning, con-

trolling, or holding with power to vote, 10 p-er centum or

more of the outstanding voting se-curities of such other per-

son; (B) any person 10 per centum or more of whose out-

standing voting securities are directly or indirectly owned,

controlled, or held with power to vote by such other person;

(0) any person directly or indirectly controlling, controlled ,
by, or under common. control with, such other person; a.nd

.  anyo�icer, director, or employee of such person.
10 r 1(2) The term �area of interest� means a geographically

described region in which an oil program or other person

intends to conduct its oil and gas activities. The area. -of in- �

terest ofan oil program shall not include less than all of any
known. producing geologic structure, or oil or gas �eld which
is contained in the description of such area of interest: Pro-
vided, That the foregoing shall not prohibit an area of interest

from excluding any lands adjacent thereto which are within
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or�s outstanding voting securities by a security holder of

tlie assignor; but does not include an assignment of partner-

ship interests incidental to the death or Withdrawal of a

minority of the members of the partnership having only a
minority interest in the partnership business or the admis-

sion to the partnership of one or more members who, after

such admission, shall be only a minority of the members

and shall have only a minority interest in the business.
(5) The term �bank�means (A) a banking institu-

tion organized under the laws of the iUnited States,
a member bank of the Federal Reserve System,  any

other banking institution or trust company, Whether incor-

porated or not, doing business under the laws of any State
or of the United States, a substantial portion of the business

of which consists of receiving deposits or exercising fiduciary

powers similar to those permitted to national banks under

the authority of the Comptroller of the Currency, and which
is supervised and examined by State or Federal authority

having supervision over banks, and which is not operated

for the �purpose of evadingthe- provisions of this title, and

(D) a receiver, conservator, or other liquidating agent of

any institution or �rm included in clause (A),  , or (C)
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actions in oil and gas interests for the account� of others. As

used elsewhere, �broker� means any person engaged in the

business of effecting transactions. in securities for the account

of others. 
     
     (7) The term �Commission� means the Securities and

Exchange Commission.

(8) The term �company� means a corporation, a part-
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(C) Any manager of an oil program shall be pre-
T sumed to control such program.

(D) An officer of a companyshall be presumed to
- control such company. ,

.    Any such presumption may be rebutted by evi-
dence, but except as I hereinafter provided, shall con-

; tinue until a determination to the contrary is made by
i the Commission by order either on its own motion or

on a-.pplica.tio.n by an interested person. If an appli-cation

�led hereunder is not granted or denied by the Commis- .
» sion within sixty days after �ling thereof, the determina-
tion sought by the application shall be deemed t-o have

been temporarily granted pending �nal determination
of the Commission thereon. The Commission, upon its

own motion or upon application, may by -order revoke

10

11 
     
     12



10 
     
     11 
     
     12
14

15 
     
     16

17 

10
reinvesting or trading in securities, or in owning or hold-

ing securities, for his own account, either individually or

in some �duciary capacity, but not asa part of a regular

business.

(13) The term �director� means any director of a

corporation or any person performing similar functions with
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one year initiated or directed, the organization of such

program.

(31) The term �property� means any tangible or in-

tangible property,(except equipment and related supplies

and writings which evidence ownership of program partic-
ipations. A

The term �prospect� of an oil program means an

area in which such program owns one or more oil or gas

interests, which is geographically de�ned on the basis of

geological data by the manager of such program and which

is reasonably anticipated by such manager to contain at least

one reservoir of oil or gas. Such area shall be enlarged or
contracted on the basis of geological data, to de�ne the

productive limits of such reservoir.

(33) The term �prospectus�, as used in sections 113

(b), 120 (la) , 132 (b), and 133 of this Act means a written

prospectus intended to meet the requirements of section

�10(a) of the Securities Act of 1933.� As used elsewhere,

�prospectus� means a prospectus as de�ned in the Se-

{-4 
     



10

11-

12

14

15 
     
     16
17

18

19

20

21

22

2.3 
     

16

buy, a security or interest in a security, for value. Any secu-

rity given or delivered with, or as a bonus on account of,

any purchase of securities or any other thing,� shallbe con-
clusively presumed to constitute a part of the subject of
such purchase andto have been sold for value.

(38) The -term �sales lead� means the difference be-

tween the price of a security to the public and that portion

of the proceeds from its sale which is received by the issuer,
less any portion of such di�erence deducted for trustee�s or

custodian�s fees, insurance premiums, issue taxes, or admin-

istrative expenses or fees which are not properly chargeable

to sales or promotional activities.

(39) Theterm �security� means any note, stock, treas-
ury stock, bond, debenture, evidence of indebtedness, cer-

ti�cate of interest or participation in any pro�t-sharing agree-
ment, collateral-trust certi�cate, preorganization certi�cate or

subscription, share, investment contract, voting�trust certi�-

cate, certi�cate of deposit for a security, fractional undivided

interest in oil, gas, or other mineral rights, or, in general,

any interest or instrument commonly known as a �security�,

or any certi�cate of interest or participation in, temporary -or

interim certi�cate for, receipt for, guarantee of, or warrant
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demand or having a maturity at the time of issuance of not

exceeding nine months, exclusive of days of grace, or any

renewal thereof payable on demand, or having a maturity

likewise limited; and such other classes of securities of a

commercial rather than an investment character, as the

Commission may designate by rules and regulations.

(41) The term �state� means any State of the United

States, the District of Columbia, Puerto Rico, Guam, Amer-
ican Samoa, the Virgin Islands, or any territory of the United

States.

(42) The term �supplies� include tools and materials

required in connection with the operation of equipment.

(43) The term �underwriter� means any person who

has purchased from an issuer with a view to, or sells for an

issuer in connection with, the distribution of any security,

or participates or has a direct or indirect participation in any

such undertaking, or participates or has a participation in

the direct or indirect underwriting of any such undertaking;

but such term shall not include a person whose interest is
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commerce, any security or any interesat in . a security

of which such oil program is the issuer; or offer for

sale, sell, or deliver after sale any such security or inter-

est, having reason to believe that such security or inter-
est will be made the subject of a public offering by use

of the mails or any means or instrumentality of inter-

state commerce;

(2) purchase, redeem, or otherwise acquire or at-

tempt to acquire by use of the mails or any means or
instrumentality of interstate commerce, any security or

any interest in a security of which such oil program is
the issuer; or

(3) sell or purchase for the account of such oil pro-

gram, by use of the mails or any means or instrumental-

ity of interstate commerce, any oil or gas interest, or

any security or interest in a security, by whomever

issued.
The provisions of this subsection  shall not apply to

transactions which are merely incidental to the dissolution

of an oil program which was organized before the date of

enactment of this title.

(c) No promoter of a proposed oil program, and no

underwriter for such a promoter, shall make use of the mails

or any means or instrumentality of interstate commerce,

directly or indirectly, to offer for sale, sell, or deliver after
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of this Act, but which engages or proposes to engage di-
rectly or indirectly in the business of owning, �holding,

trading, investing,or reinvesting in oil or gas interests, or

exploring, drilling for or producing oil and gas or receiving

such production or the proceeds thereof, and spends or pro-

poses to spend more than $500,000 during any twelve�month

period in such business-�� A

(1) to make a public offering of any security of

which it is the issuer, or

(2) if such issuer has more than thir-ty��ve bene-

�cial owners ofits securities, to engage in any business

in interstate commerce,

unless such issuer conducts all of and only such business

through a separate legal entity which is registered and other-

wise regulated as an oil program under this tit.le. For the

purposes of paragraph (2), bene�cial ownership shall be
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(other than oil and- gas interests) and commodities or

either of them;

(2) a recital of all policies of the registrant, not

enumerated in paragraph  , which are changeable

only if authorized by vote of the holders of program par-

ticipations or which the registrant deems matters of

fundamental policy;

a description of the area of interest (A) of

registrant, (B) of other oil programs, registered or not
registered, controlled by manager of registrant, (C) re-

p served by manager or controlling person of manager for
itself; and

(4) a description of any class or classes of program

participations which have been issued by registrant and

any class or classes of such participations which regis-
trant proposes to issue.

(c) The Commission may make provision, by permis-
sive rules and regulations or order, for the �ling of the fol-

lowing, or so much of the following as the Commission may �

designate, in lieu of the information and documents required
pursuant to subsection (b) :

(1) copies of the most recent registration state-

ment �led by the registrant under the Securities Act of

1933 and currently effective under such Act, or if the

registrant has not �led such a statement, copies of la

C301!-POOw
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registration �led by the registrant under the Securities

Act of 1934 and currently effective under such Act; and
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so �xed by the Commission or any extension thereof, the

Commission, after appropriate notice and opportunity for

hearing, and upon such conditions and with such exemptions

as it deems appropriate for the protection of investors, may

by order suspend the registration of such oil program until

such registration statement or report is �led or corrected, or
may by order revoke such registration if the evidence

- establishes-

(1) that such oil program has failed to �le a regis-

tration statement required by this section or report re-

quired pursuant to section 126 (a). or (b) of this Act,
or has �led such a registration statement or report but

omitted therefrom material facts required to be stated

therein, or has �led such a registration statement or

report in violation of section 125 (b) of this Act; and

(2) that such suspension or revocation is in the

public interest.

(e) VVheneVer the Commission, on its own motion or

upon applicaation, �nds that a registered oil program has

ceased to be an oil program, it shall so declare by order and

upon the taking effect of such order the registration of such

oil program shall cease to be in effect. If necessary for the

protection of investors an order under this subsection may

be made upon appropriate conditions, including registration

under the Investment Company Act of 1940, if such pro-
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person�s conduct as an underwriter, broker, dealer, or as

manager or af�liated person or salesman of any oil pro-

gram or as af�liated person of any such manager.

(b) The Commission may, after notice and opportunity

for hearing, by order, prohibit conditionally or uncondi-

tionally either permanently or for such period of time as

in its discretion shall deem appropriate in the public interest, ,

any person from serving or acting as an employee, o�icer,

director, manager, or principal underwriter of a registered

oil program or as an a�iliated person of such manager or
principal underwriter, if such person-

(1) has willfully made or caused to be made in any

registration statement, application or report �led with

the Commission under this title any statement which

was at the time and in the light of the circumstances

under which it was made, false or misleading with re-

spect to any material fact, or has omitted to state in any

registration statement, application, or report any mate-

rial fact which was required to be stated therein; or

(2) has willfully violated any provision of the Se-

curities Act of 19933, the Securities Exchange Act of
*-1934, the Investment Company Act of 1940, the In-

vestment Advisers Act of 1940, or of this title, or of any

rule or regulation under any such Acts; or

(3) l1as willfully aided, abetted, counseled, com-
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(2) sucl1 offer is made to all holders of program
participations of such program;

(3) such offer, if made to the manager or principal

underwriter, or any affiliated person of sucl1 manager or

principal underwriter, is on a basis not more advanta-

geous to such manager, principal underwriter or affiliated

person than to holders of program participations;

(4) the value of the security or other consideration

offered is at least equivalent to the value of the program

participa.tion; and

( the terms of such offer, the basis of valuation,

and such other information as the Commission by rule

or regulation may specify, are �led with the Commission

at least thirty days prior to the consummation of such

exchange and transmitted to holders of such program
participationts: Provided, That such information need

not be filed with the Commission or transmitted to

such holders (A) if such, offer is made by means of a 1
registration statement meeting the requirements of the

Securities Act of 1933 or (B) if the security offered is

exempted by section 3 (a) (10) of the Securities Act of

1938 and an offering circular containing substantially

the same information required by this paragraph is �led
with the Commission and delivered to each such holder.

(b) It shall be unlawful for a registered oil program,
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or any manager or principal underwriter of such program,

or any a.ffilia:te~d person of such manager or principal under-

writer, to sell any program participation issued by such pro-
gram which is or purports to be repurchaseable, unless�� A

(1) such repurchase may be made only after the

expiration of two years after such program commenced

�operations; except that a repurchase of a program par-
ticipation by a production purchase program may be

made when such program has fully invested the pro-

ceeds of the sale of such participations;

(2) the person obligated to make such repurchase

is not a registered oil program;

(3) such repurchase may be made only in cash

and in a11 amount equal to the value of such participation;

(4) any person obligated to make such repurchase 2

and any person obligated by contract to furnish such

person the funds to make such repurchase maintaina
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(c) No person who is obligated to repurchase any pro-

gram prarrticipatilon issued by a registered oil program pursu-

ant to subsection (b) and no such program or its manager

shall suspend the right of repurchase or postpone the date

of satisfaction upon such repurchase for more than seven

days after the date speci�ed for repurchase, except�

(1) for any period during which an emergency

exists as a result of which disposal by the person obli-

gated to repurchase of sufficient assets to meet its obli-

gations is not reasonably practicable; or
(2) for such other periods as the Commission may

by order permit for the protection of holders of program

participations.

The Commission may by rules and regulations determine

the conditions under which theemergency described in para-

graph (1) shallbe deemed to eXist within the meaning of
this subsection.

(d) For the purposes of subsections (a) and (b) of
this section:

(1) The term �value� of program participations of a

registered oil program means the fair value of oil and gas

reserves and other assets of such program determined in

accordance with the following procedure:

(A) The present worth of future net revenues at-
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provides for any penalty or forfeiture of tl1e holder�s inter-
est in such program for failure to pay any assessment,

whether such assessment is mandat.ory or optional. VVith

respect to a failure to pay a mandatory assessment, �penalty
or forfeiture� means the loss by the holder of a program
participation  of any interest in such program or in any

of such program�s properties. in excess of3OO per centum of
the amount of such unpaid 1na.1i«:§l.;»:at()1&#39;y assessment, or (ii) in
the event of any legal action, to collect any such unpaid

assessment, of any amount in excess of such unpaid assess-
ment and such actual damages to theprogram caused by

the failure to pay such assessment as. may be awarded in a

pay an optional assessment, a �penalty or forfeiture� means

any loss by the holder of the program participation of any

. interest in such program or in any of such program�s prop-

erties. other than reduction of such holder�s interest in the

oil program to the ratio of his capital contribution.

FUNCTIONS AND ACTIVITIES OF OIL PROGRAMS

SEC. 110.  It shall be unlawful for any registered.
oil program and any company or companies controlled by

such oil program to hold, purchase or otherwise acquire any

program participation issued by any other oil program and

for any oil program and any company or companies con-

, trolled by such program to hold, purchase, or otherwise ac-
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meets the requirements of section 113 (a) of this Act;

and

(2) provision is made in connection with and as a

condition of the registration of such participations under

the Securities Act of 1933 which in the opinion of the

Commission adequately insures that (A) such program

will not commence operations until cash or subscrip� 1

tions for such participations are received in an amount

equal to at least the greater of $250,000 or such other

amount established by such program; (B) that arrange-

ments will be made whereby any proceeds so paid in,

including any sales charges, will be placed immediately

in an account with a bank pursuant to section 118 (h)

0 of this Act and will be refunded promptly to any sub-

scriber without any deduction, in the event that the

proceeds or subscriptions so received by such oil pro-

I gram do not equal the minimum amount required in

1 clause (A) of this paragraph within ninety days after

the date speci�ed in the registration statement for com-

Inencement of operations of such program; and (O)

that the offering of program participations of such pro-

gram or of any other program with the same manager

shall terminate for any period of time during which the

net worth of such manager fails to meet the reqtiirements
of Section 113 (a) of this Act.
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MANAGEMENT AGREEMENTS

SEC. 113.  (1) It shall be unlawful for any person

to serve or act as manager of a registered oil program

unless the net worth of such person at all times is at least

equal to the greater of (a) $250,000, or (b) the lesser of

$1,000,000 or 5 per centum of the total capital contributions

made by the holders of program participations issued by all

registered oil programs, of which such person is a manager,

organized during the two�year period immediately preceding

the determination of such net worth.

(2) The value of reserves of oil, gas, and other min-

erals determined in the manner provided in section 109

 (1) (A) of this Act, owned by a manager and the net

worth of any guarantor of such manager�s obligatieons to or

for the oil program to the extent of the amount guaranteed

may be used in computing the networth of such manager.

If more than one person acts or serves as manager

to a registered oil program, the net worth requirements of

subsection  may be met by aggregating the net

wortl1 of such persons in accordance with such rules and

regulations the Commission shall 3 adopt which are con-

sistent with the intent of this subsection.

(b) (1) It shall be unlawful for any person to serve or

act as manager of a registered oil program, except pursuant
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to a written contract, which contract, whether with such

program or with the manager of such program has been

approved by the vote of the holders of a majority of the
outstanding program participationrs of such program, and

(A) precisely describes the basis for the calculation

of all compensation to be paid thereunder;
(B) precisely describes the allocation of costs and

revenues between holders of program participations
and the manager or the basis upon which such allocation

is to be made;

(0) provides, in substance, for its automatic ter-

mination in the event of its assignment, unless a contract

with -the assignee is approved within ninety days of such

assignment by the vote of the holders of a majority of

the outstanding program participations. If such approval

is not obtained, the oil program shall be dissolved in

accordance with the provisions of the instrument pur-

suant to which it is organized, and the&#39;ma.na.ger shall con-

tinue to be responsible for the operations of such
program until the time such program is deregistered

pursuant to section 107 (c) of this Act.) Such program
shall be dissolved and liquidated as of a date determined
by the manager, but not later than sixty days after the

startof the taxable year of such program next following

the date of such assignment;
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,1� , 9. 9 (2) such person is a manager, principal underwriter
.2 of such program, or an afliliarted person of such manager

3 . . or principal underwriter.
4 . �  Nothing in this section shall bedeemed to pro-

5 hibit-�

)5  a payment of money to a manager, principal

7 9 99 underwriter, or affiliated person ofeither to be used to

8 2 discharge an obligation of such program in a case in

9 9 which  the borrower incurs or has incurred an obliga-

10 tion in connection with operations of the program, (ii) it
is not possible in advance to allocate the proportional ob-

12 ligations of the program and such borrower, (iii) it ul-

13 tirnately appears that the proceeds of such loan have

14 been used to discharge an obligation of such borrower

15 9 and (iv) such loan is repaid within forty-five days aft_er

16 such prop=ortion~ate obligations are determinable; _
17   � j c 9 (2) the proceeds of a loan of money from being
18 used for the bene�t of such program in a joint venture,

19 partnership or sharing arrangement otherwise permitted
20 by this title; or

. 21 �  such program advancing money through its

22 manager, principal underwriter or affiliated person of

23 if either in connection with a joint venture, copartnership

24 or other sharing. arrangement provided that the joint Ven-

25 ture, co*partnership, or other sharing arrangement in- �rsi  5
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adopted and in effect in accordance with such section and sub-

ject to all provisions of such section applicable to rules of such

association, may prescribe:

(1) standards of suitability for investment in a

registered oil program by investors; and

(2) requirements relating to the content and �ling

with such association of sales literature to be used in con-

nection with the distribution of program partilcipatiaons

of registered oil programs; 1

61

may prescribe in order that the price at which such program

participation is offered or sold to the public shall not include

an excessive� sales load but shall allow for reasonable sales

loads to investors; and (2) unless the distribution of such

program participation is consistent with the rules� and regu-
lationsof such association adopted pursuant to subsection (a)
of this section.

(c) Such a securities association may further adopt rules

in accordance with such section 15A, and subject to all provi-
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statement containing the following information and docu-

ments�

(1) such copies of the registration statement �led

by such company under this title, and of such reports

�led by such company pursuant to section 126 of this

Act or such copies of portions of such registration state-
ment and reports, as the Commission shall designate by

rules and regulations; and

(2) such additional information and documents

(including a prospectus) as the Commission shall pre-

scribe by rules and regulations as necessary or appro-

priate in the public interest or for the protection of

investors.

(b) The exemption provided by paragraph (11) of

section 3(a) of the Securities Act of 1933 shall not apply

to any program participation of which a registered oil pro-

gram is the issuer, except a participation sold or disposed

of by the issuer or bona �de offer to the public prior to the

effective date of this title. The exemption provided by sec-
tion 4(3) of the Securities Act of 1933 shall not apply to

any transaction in a program participra-tion issued by a regis-

tered oil program if any other program p=articipation of the

NJ
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LARCENY AND EMBEZZLEMENT

SEC. 121. Whorever steals, unlawfully abstracts, unl&#39;aw�_

fully and willfully converts to his own use or to -the use of

another, or embezzles any of the moneys, funds, securities,

credits, property, or assets of any registered oil program

shall be deemed guilty of a crime, and upon conviction

thereof shall be subject tothe penalties provided in «section
144 of this Act. A judgment or conviction oracquittal under
the laws of any State shall be a bar to any prosecution under

this section for the same act or acts.

FRAUD

SEC. 122. (a) It shall be unlawful for any oil program,

or any such manager of such oil program, or any affiliated
person of such manager by use of the mails or any means or

instrumentality of interstate commerce, directly or in-
directly��

(1) to employ any device, scheme, or arti�ce to
defraud any investor or prospective investor in any such

oil program;

(2) to engage in any transaction, practice or

course of business which operates as a fraud or deceit
upon any investor or prospective investor in any such
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 such: information and documents (other than

�nancial statements) as the Commission may require,
on a semiannual basis, to keep reasonably current the

information and documents contained in the registra-

tion statement of such oil program �led under this

title; and

(2) copies of every periodic or interim report or

similar communication containing �nancial statements

and transmitted to any class of holders of such oil pro-

gram�s program participations, such copies to be �led
not later than ten days after such transmission.

Any information or documents contained in a report or

other communication to holders of program participations

�led pursuant to paragraph  of this subsection may be

incorporated by reference in any report subsequently or con-
currently �led pursuant to paragraph (1) of this subsection.

(c) Every registered oil program shall transmit to the
holders of its program participations, at least semiannually,

reports containing such information and �nancial statements,

or their equivalent, as of a reasonably current date, as the

Commission may prescribe by rules and regulations for the

protection of investors, Which reports shall not be misle-ad-

ing in any material respect in the light of the reports

required to be �led pursuant to subsections ( and (b) of

this section.
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(d) Every registered oiliprog&#39;1&#39;am,vvhicl1 issues a pro-
gram participation which provides for any assessrnent shall

transmit to its program particip=a,nts prior to making any

such assessment report containing such information and
�nancial statements as the Commission may prescribe by

rules and regulations for the protection of investors.�

(e) Financial statements contained in annual reports re-

quired pursuant to subsection  of this section, if required

by the rules and regulations of the Commission, shall be

accompanied by a certi�cate of independent public account-

ants and independent petroleum eng*inee=rs. The certi�cate

of independent public accountants shall be based upon an

audit not less in scope or procedures followed than that

which independent public accountants Would ordinarily make

for the purpose of presenting comprehensive and depend-

able �nancial statements, and shall contain such information

as the Commission may prescribe by rules and regulations

in the public interest or for the protection of investors, as

to the nature and scope of the audit and the �nding and

opinion of the accountants.
(f) The Commission may, by rules and regulations

or order in the public interest or for the protection of
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such period or periods as tl1e Commission may prescribe, and

make the same available for inspection by the Commission

or any member or representative thereof.

(g) No registered oil program shall be subject to the re�

porting or registration requirements of the Securities Ex-

change Act of 1934 with respect to any program pa.rticipa-

tion of such a program. 
     
     ACCOUNTS AND RECORDS

SEC. 127. (a) Every registered oil program and every

manager of such a registered oil program shall maintain and 10 
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RULES AND REGULATIONS; PROCEDURES

SEC.  Subject to the provisions of the Federal Regis-
ter Act and the Administrative Procedure Act, rules and

regulations of the Commission under this title, and amend-

ments thereof, shall be effective upon the date and in the

manner which the Commission shall prescribe in such rules

or regulations.

ORDERS; PROCEDURES FOR ISSUANCE

SEC. 134.  Orders of the Commission under this title

shall be issued only after appropriate notice and opportunity

for hearing. Notice to the parties to a proceeding before the

Commission shall be given by personal service upon each

pa.rty or by registered mail or certi�ed mail or con�rmed

telegraphic notice to the party�s last known business address.

Notice to interested persons, if any, other than parties may

be given in the same manner or by publication in the Federal
Register.

(b) The Commission may provide, by appropriate rules

or regulations, that an application veri�ed under oath may
be admissible in evidence in a proceeding before the Com-
mission and that the record in such a proceeding may con-

sist, in Whole or in part, of such application.

(c) In any proceeding before the Commission, the

Commission, in accordance with such rules and regulations

as it may prescribe, shall admit as a party any interested
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State or State agency, and may admit as a party any rep-
resentative of interested program participants or any other

person Whose participation in the proceeding may be in the
public interest or for the protection of investors.

RULES, REGULATIONS, AND ORDERS; GENERAL POWERS OF
THE COMMISSION 2

SEC. 135. (a) The Commission shall have authority from
time to time to make, issue, amend, and rescind such rules
and regulations and such orders as are necessary or appro-
priate to carry out the provisions of this title, including rules
and regulations de�ning accounting, technical, and trade

terms used in this title, and prescribing the form or forms in
which information required in registration statements, appli-
q cations, and reports to the Commission shall be set forth. For

the purposes of its rules or regulations, the Commission
may classify persons, securities, and other matters Within its

jurisdiction and prescribe different requirements for different

classes of persons, securities, or matters.
(b) The Commission, by such rules and regulations or

orders as it deems necessary or appropriate in the public in-
terest or for the protection of investors, may authorize the

�ling of any information or documents required to be �led
Withthe Commission under this title, the Securities Act of
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to give testimony touching the matter under investigation

or in question; 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 dis-

trict whereof such person is an inhabitant or wherever he
may be found. Any person who without just cause shall

fail or refuse to attend and testify or to answer any lawful

inquiry or to produce books, papers, correspondence, memo-

randums, 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 subject to a �ne of not more than $1,000

or to imprisonment �for a term of not more than one year,

or both.

(d) Whenever it shall appear to the Commission that 0

1
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a permanent or temporary injunction or decree or 1�estrain�

ing order shall be granted without bond. In any proceeding

under this subsection to enforce compliance with section 106

of this Act, the court� as a court of equity may, to the extent

it deems necessary or appropriate, take exclusive jurisdic-

tion and possession of the oil program or programs involved

and the books, records, and assets thereof, wherever located;

and the court shall have jurisdiction to appoint a trustee,

who with the approval of the court shall have power to dis-

pose of any or all of the program�s assets, or, if it appears

that such course would be more advantageous to the holders

of program participations of such program, to operate the

program�s business, subject to such terms and conditions as
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circumstances under which they were made, shall upon con-

viction be �ned not more than $10,000 or imprisoned not

more than two years, or both; but no person shall be con-

� victed under this sec-tion. for the violation of any rule, regu-

lation, or order if he proves that he had no actual knowledge

of such rule, regulation, or order.

EFFECT ON EXISTING LAW .

SEC. 145. (a), Except Where speci�c provision is made
to the contrary, nothing in this title shall affect (1) the juris-

diction of the Commission under the Securities Act of 1933,

the Securities Exchange Act of 1934, the Public Utility

Holding Company Act of 1935, the Trust Indenture Act of

1939, the Investment Company Act of 1940 or the Invest-

ment Advisors Act of 1940, over anyperson, security, or
transaction, or (2) the rights, obligations, duties, or liabili-

ties of any person under such Acts. ( A
(b) Nothing in this title shall affect (1) the jurisdiction

of any other comxmission, board, agency, or officer of the
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vision of this title or of any rule, regulation, or order here-
under. 1

SEPARABILITY OF PROVISIONS

SEC. 146.� If any provision of this title or any provision J
incorporated in this title by reference, for the application of

any such provision to any person or circumstances, shall be
held invalid, the remainder of this title and the applica:tion
of any such provision to person or circumstances other than

those as to which it is held invalid shall not be affected
thereby. I 1

EFFECTIVE DATE 3

effective
TITLE II��AMEN DMEN T TO THE INVESTMENT

C0MPA1\TY ACT OF 1940
  SEC. 201. Section 3 (c) (9)  of the Investment Company

Act of 1940 (15 U.S.C 80a�3 (c) (9) ) is hereby repealed.

SEC. 147. The provisions of if this title shall become *
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A BILL
To provide for the registration and regula-

tion of oil and gas programs, and for
other purposes.

o By Mr. STAGGERS and Mr. DEVINE

APRIL 10, 1973

Referred to the Committee on Interstate and Foreign
Commerce


