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How Much Is Too Much?

: THE OPPONENTS OF THE GAS BILL most likely will bring up the argu-

ments again this year that passage of the Harris-O’'Hara legislation
will result in a “price gouge” of constimers by producers.- "

Such an argument—which has no foundation in fact—has been the
major weapon of attack by utility distributors, mayors’ committees, and
some consuming-state congressmen each’time a gas bill comes before
Congress.. ; AN S :

But some of those opponents to the much-needed natural gas legisla-

- tion apparently see little wrong in a utility firm increasing its rates to

consumers. One recent utility rate hike i enough to kill the use of such
an argument again. "L .we L0 swtm T Sl - _

Consolidated Edison Co. of New York this month was granted a rate
increase equivalent to- $1 per Mcf. by the New York Public Service
Commission. The commission permitted the intrastate utility to hike
its minimum rate from $1.20 for 800 cu. ft. to $1.50,

The rate increase applies to customers in New York City, whose
mayor; Robert F. Wagner, led the battle against passage of the Harris-
O’Hara gas bill last year. .

Con Edison said it needed such a large rate increase to cover the cost

of serving its large number of minimum-user gas customers in New York
City. PETROLEUM WEEK can’t challenge the company’s reason. Neither
did Mayor Wagner, at least not publicly.

But, on the other hand, what right does a utility firm or a mayor’s
committee have to say what limit should be placed on producers’ efforts
to seek prices to cover exploration costs?
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\merman . Eldridge

AMERMAN has been promoted
lief engineer; and JACK ELD-
GE to chief engineer mechanical,
‘ontinental Emsco Co., in Hou-

Amerman has been with the
»any since 1941, Eldridge: since

BRUMDER, vice-president of
neering and manufacturing for
ssed Steel Tank Co., Milwaukee,
been elected a diréctor. He also

sresident of Downingtown Iron .

tks; Inc., a division of the firm.

FLES NOBLE, formerly of
sa, has become district engineer
Dowell, Inc., in the Rocky Moun-
area. He has been a production
ineer for the company since 1935,
ler personnel changes in _the
ky Mountain area include Don
-gerson, station manager, from
. Angelo, Tex., to Williston,
D.; M. E. Heslep, to sales engi-

r.in the Williston area; R. L.’

kson, from sales representative
sales' engineer in Billings; Ira
nm, from staff member to sta-
manager at Vernal, Utah; L. V.
gel, from service. engineer to
sleum engineer, at Vernal.-

-, Sirice Iul)}, 1955, ‘he has been. special

répresentative for the oil and gas
industry, with headquarters in New
York.”

Y

‘WALTER G. GEORGE and NEL-

SON E.. DAVENPORT have béen
promoteds t6 newly created sales
managemetit posts in Rockwell Mfg.
Co.'s international division. Daven-
port, assistant to the sales vice-presi-
dent, becomes export sales' manager,

meter and wvalve products, George, '

with Rockwell since March, 1957, as
assistant export manager of Delta
power tools, becomes export sales
tnanager, power tools and municipal
products. -

BRUCE DETERS, former assistant

manager of operations for Johnston
Testers, Inc., has been promoted to
service: manager of the export de-
partment, in Houston.

W. N. Gilliat -~ G, ], Elint
WILSON N. GILLIAT becomes
assistant vice-president, and CHAR-
LES J. FLINT, assistant chief engi-
neer, for Williams Bros. Co., Tulsa
pipeline. contractors.

WAUKESHA. SALES & SERVICE,
INC., Houston, has 'been appointed

a' distributor of the Climax line of °

gas énginés. The parent company,

Waukesha Motor Co., manufacturer

of heavy-duty diesel, zas and gaso-
line_enginea  wnms= nd gast
2
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., ° DISPLAYED RATE
The advertising, rate is $16.75 per inch for Equip-
ment. and Businass. Opportuntly adverilsing appear-

l
I

lll
.lill

_ing on other than a contract basis: Contract rates

quoted on request.
Employment opportunities—$22.20 per inch, subjact
to Agancy Commission. °

. UNDISPLAYED RATE
$1.80 a line, MInimum 3' lines. To figure advance
paymont count § average words as a lina. (Soef
on Bex Numbers.)”
POSITION WANTED. Undisplayed rate s ona half
of above rote, payable In advancs.
PROPOSALS, §1.80' a llne an insertion.

INFORMATION

aOX NUMBERS count. one additional line In undis-

played ads.
. NEW ADVERTISEMENTS
aceoptéd 10 days prelor
© fao lssue date.

r
Ihh..

.t

l

EXPANDING INDEPENDENT
OIL COMPANY

Immediale opening for salesman of refined
ptoducts who has considerabls background and
axperionce in refinery sales and a person with
excellent past periormance record, Prefer col-
lege graduate under 40. For full consideratién
sand detailed resume of background and ox-
perience and salary requirements togethar with
any information that may be of help in: evaluat-
ing your application. Also prefer snapshot if
availabla. Reply to.

SW.7094, PETROLEUM WEEK
520 N, Michigan Ave., Chicaga 11, lll.

OIL LEASES IN BOOMING

. 4.Corniors Area, Soma welle estimated over 2,000
barrels eof 011 per day. :Malor oll aompanies pay
highast prices. for wildeat oll leasos; Fortune: belng
made. Lat .us explaln our ‘system of hedaing .00
spoeujation In. o]l leases. Options as low aa $30.00
and .$10.00 per .month. Send for Froa Maps & In-
formation. Atias 011 Survey, Dept. P. W., Golorads
Building, Denver 2, Colorada,

(5
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 defeated In the past only' by presidentlal ulatlon of producers. - - o

i ‘Interests In a few g882pro di:cim,r Sta

which was made in the Milwanke Euhlic, . keep pricés dowZ f they: dre :}lse‘q, it ighe.” “mpag‘;edg’glmugﬁ Ret!"l;t 837 Wm’

Library regarding the harmful impact of- -Wellheadg 7 i _“ : "ze"‘ﬂ ° and outlines mafGrity iy

this illl - = .- - U oaﬁn'ﬂr;",tﬁ f}:
- » * » - N r i, v

- SALUTE 10 m’%ﬁi :31“‘3 _‘um ZTHR. 8525 157 bUL the latest of iido,
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© CONGRESSIONAL RECORD +=SENATE -

ey gress. Reportedly, he says. the ga.s blll 5. of the Se
I_wa‘nt to urge them to contact even_r belig used as “balt"-for vote- -trading to get tives. A

single Member of- the House of Repre- 8 Y iher special o . -

- sentatives; to.urge thst this bill be de- o o?pp_‘“:ﬁ or.. other ;.;e oy aferest

feated. when 16.1s brought to the floor, THEE™C Q”imhdmgmatte ‘that S’er’tgfmy'

“bresumably. Ie.ter this month.” -" _should *interest gas cphsumers,.since’ they

. xma-r sns STATES ‘VERSUS FOBTT" consumo are-tha ones- who Wil pay-directly: for'any: ..
B fon "‘"~ SI‘ATES ST ST _resum.ng price: or rate increases. A¥et Sen.

e s .. EEP.,x
of -’Mﬂwﬂ.ﬂfé&. Viee gCrairs
Unfted"smtes, Mayors"-‘c

- tates
_to” ask this question' “Why sh uId@gy W
Representative or Sena.tor from. 3.

- There are.no more. than:eight;o 750 -\not. only i Wlsconaln_but throughout
basic gas-pruducmgstates. gos j-‘ ‘Shé ﬁ}@r\ﬂon, ;mhust contagt, thelr Reprets:ntativ

these 8 States get. the” arbitrary Fight . Seuators to’ urge’ them_ta yo
o' j:rample on,the well__,bg_in_g.pf_gp oj:her gas”DIIL™: The "time, tG &6t 18 NowW-

hlgher ‘rates: t.he Ist
contact‘and‘ wg!te‘ hed

fia

B It o of s .Of 2 It iwes shalv
-Texas, itself, or o Oklahoma, Louisiana, ™, &5 - ayerscomplafi Toudly  Stsslon bx & ,, decls{on mads’ shd=a
- or_any_other’ preducing State, -wﬂl. be E?&“Lﬁiaﬁmma_afwr‘mef ﬁ;'bee,{ T August 13 YBUEN
‘ just as much harmed. by thls bﬂ]* 85 will- * yoted and levied.; Many don't, “bother tg. 1N
‘the constumers of Wlsconsin and other .. register“thetr- oppesttion wheu’ltl'mjght be’” Dumber” ot bills . Zin I
consuming States. . Sk T v effective, NIf eaple dom't bother om ‘a.local  20UZhE t0. éxempt or. drastically, CuEb:

"I send to the desk now two ite ) level about;things that AfTétt.shéfr pockets~ (Federal Power. Commission) [CORtroL; @
tell the story. of this bill, © « -~ moérmed 'hatural gas’gales to”. :

. ~EDI‘I‘DRIAI. SPOTLIGHTS P‘D’B'I.Ic A

" The first,. an editorial from the T De- ~ Thé ﬂght.to do away w{th FederalTegula-, ‘mepsures.} Hearlngs were held by the]
cember 4, 1857, ssue of the Stevens Point;” tion ‘of natural gis’ his been going on- ot g‘;‘::;“g‘e g“nﬁ?rﬁée nd. ’{“!ﬁ@x
1 # Years. Thera-ls every indication. that;t 8 urin June, . tﬁf b
guigy V{";Sf:%hei; u%t;ltét;esowgegsqLﬂbEL' gRas. mberests "are- hgfdecl ro;— vigtoryutmg hearlngs. it was\decided *_t_\min_troducg_hxg'_
o lu:xL‘:"" L e T, Bl & .
“The edltorial points: up”somie™of, the. +Lme: ~ "0

L sr.evens‘Polnt has'a stake 1o’ th
facts ‘which I, personally, - ghave madet -as it 15 dest:{necl o' be'Eétved by natt
against this bill. S Y sootier- o™ later” :nxe"‘locat"utﬂlty
- The- second=15.an excellent“analysis distribuifor Iof the gas, 'wii*beihe]

e i 'u."‘-,-a\r-eg 3&.
he "last. tl

1

2+ - vital Lssues “of which Federal reglna.uon of tempts- to- ellminate ‘or .to drasticall g
The analysis has ‘come to mé. from naturalgaslsone. o -FPC ‘control’over:prices pald at th

one of.the foremost,. fighters against.this -+ .-~ - -« . .Bead for natursl gas sold to intersiats e epipes
gas bill, I.refer to the distingui.shed Um STATE MA‘IOES COMMITTER . Ines.- The following 13 a: résumé’ 627 stgn*lg
mayor . of. Milwaukee, - the ‘Honorable® ... . :oN NATURAL Gas LEGISLATION, = cant facts and action taken to date *%ﬂn
Frank Zeidler; vice chalrman of -the _- =~ +Washington, D; C; JJd udry 9, 1958, - < mron:'mr.'z um ‘cRowTE orwmn&.*“
‘Onited States Mayors’ Committes’ pny “Fon. ALEXANDER WiILEY, -+ : . SN : \:;;i.w S5
Natural Gas Legislation. Despite "the. United States Senate, = - Binca fods, the Datural gasline compa.nf
fact that Mayor Zeidler is busy With = - jr. pees oo Washington; D. C. have been engaged ;n% ﬁemendm_;;ex_pan

many municipal functions, he has given,
unstinting labor to opposif.lon to this bill. "

The same may be said of such col- - 10 years, reflecting population’ incréase,
leagues as the disinguished Mayor Rlch- 'I‘hls lssua. if unfavorahly declded tcr gu ticipated economic expanslon, “Inérén: U
ardson Dilworth, of Philadelphia; secre-- consumers, 'will' cost the gas consufuers of of gas for industrial and restdentlal’:
tary of the mayors committee; the Hon- the Natlon upward of $500 million & year. poses, and extension 'of bipellnes, int
orable Robert F. Wagner of. New. York,, Most, of these consumers live in.the ¢ltles aress.” In 1945 natural gas supplied,13;

’ L . andincorporated. a.reas, and. theywmha 1o, cent of the country's” total “encrgy, iz
Chairman of .the committee; and some pay the L ;.. ... ; » todsy it supplles approximately’ 26, perces
other mayors of leadi.ng citdes across the Historically, the miyors and m pal— and this 15 expected to" Tise tg 29° 'e
Nation. I ask that unanimous consent law officers and Btata public service:com-.
be given that these two items he printed misslons have fought the attempta o’ gas
in the body-of the Recorp at this Point,. .producers (and ofl companies) ,tm-escape
boThe matters refeérred to were érdered . f;ferﬂll re?ﬂaﬂggn“ AISuPrﬁge Cm;?g- :
be prin in the on. in Juné placed. the producing:
[mepthe tgg vensthPoi.I:f igvkg )aiofql;p WS- or compames under: regulatian.‘but they BIE“ that or 1850."- « Two-thirds of 1956 consump
December 4, 1957] .o u“_ m, saeking agaln and egain by an’act df Con-- tion” was‘!or commerclal or induatrial pur&_'
- -, Bress. to escape regulation In the publig'r'_m poses a:nd one-thl.rd realdentlsl *p "'"‘5“

'rupted growth !.-3 rorecast through. ﬂ:wﬁn_

G

* They are now seeking to” pasd bill BR:Y classificatlon 15, the major slngle«contributo
“Senator ALEX Wirer  hag made 2 new 8525. which will make FPC regulation of lit-_° 5

appeal to “stop the dangerous gas bill™ He- . tle protection to the consumer. As ihe his- - the’ courtry as & whole, in 1956, résth;inf_l
13- referring to proposed legislation that ‘tory of the natural g5 regulntion problem is- sales made up 56 percént of thereve:
would exempt gas producers from effectiye most complicated, there is.attached a.short whlle constitut.ing only a3 peroent

Federal regulation. Similar leglslation was, summary of that history : 85 1: perr.a.lns 1o reg- volume, - .
vetoes,” 2 7 Knowlng of your personal Interest a.nd

Now, WY reports, the bro-price mcrease concern tegarding this matter T ‘hope very States, with 58 percent of thess uslng (L
forces ate gathering and expect to hit enrly much you will find it possithle to eall’ this for home heating, -By 1965, “the: A‘nerl’
and hard to drive.the measure thmugb. COn- doeument to the attentlon or the Membem Gas Association antlclpates 35 530 000 nat
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-” sburces of tevenue- for. -man

'_ ‘ducer automatically seta* off pric :

o 'I‘he ne.tural gas industry can_be grouped

into three major’ classifications—production,”
interstate transmission. ‘and local distrlbu-
tiom,

.Loeal dlstributing compnnies are utillties
-gubject -to. regulation by State utilft y ‘cotn:

- m.issions, and in 50me. ln.“.tanceeL by mvp

pal or'local ‘Agencles.”
_Interetete tra.n.emission i5by plpelln

panles.;, Since enactment of th Nai'.uml

Actof 1938, - superylsion & and reguintor
0l ‘of these eompanles “has. been .ve
he' FPC. -~ The : ‘general : policy o

ipercen't on® net Tty plant“' af
incorne taxes and rate: npprovals it}
conventionnl" te 3

ederal

inatural gas, producers, major oli companies
are, reported to-hold, natural gas reserves
*+ gpproaching 60 percent.of the United: Sts.tes
total. A, National Munleipal Law. ommcers’

r.ﬁssooiatlon study shows, that 85 percent of .
- the.pas sold via lnterstate “pipélines P
‘plied by 100 “producers—-mostly big oil, eom- -

- panies, elther from their own resources or by
_ gathering from. other producers. i Origlnally.
", natural gas had very little . value’ -ancL,in
_many ‘Instances was burned s,t th
The great demand that has, ‘Brown up;;
ecause of facilities for' long. tiistan -
mission, ‘nas_made it one, of“the! chlef. T
the.

He

companiee. -gince 60. percent;
" produged comes. from oil wells: g
< TUntil the Supréme: Court’ getisions-in the
FhllHps.cose, June. 7, 1954, “fhe FPC:, heid 1t
“had- no jurisdictién over* independent‘pro-
_ ducers,. and, _hefice, the prices they charged
at the welihead for gas sold to pipeline com-
‘panies However,.the FPC did exerclae. con- _
tral over the value placed on gas “produced

by integrated pipeline companies—those en- .

gaged in productlon.as weli as tranemiasion
_of natural gas. -

“The price of naturai gas a.i: the wellhead
" Kas been steadlly advancing during the post+
war years, In 1945 the average price of well-
head gas was 4.9 cents per thousand cublc
* feet: in 1948, 6.5 cents; 1953, 8.3 cents; “and
in 1958, 11.5 cents, - Furthermor#, producets
are now asking FPC.npproval for new con-
_ tracts- calling .for-21 cents or higher, and
have placed valustions on gas reserves as high
as 40 cents per, thousand cublc faet, .-,

. Contributing fsctors- to thils steady rise
have peen the inck of FPC controls until
1954, intense competition smeng -pipeline
companies to tle up reserves and the stipu-
_ lated step-ups provided In escalator and
other clauses which were included ln pro-
ducer sales contracts.

There has been a widespread poliey of set-

- ting up escalator c¢lauses in” long-term

gnles contracts to plpelines, providing for
regular Increases in the fleld or wellhead
price every 5 years Or 50, and protectlng the
_producer in the event of new excise or other_
taxes levied at the wellhead, "A ma.jority

of the contracts also contalned i’avored Na-,

tion clauses providing pipeline companies
would pay the supplier a price equal to the'
_highest price received by any other producer
in the area. Thus, an loncrease by one pro-

i "opin.ion eonclucl

for nearby producere A
7" Gas-purchase ‘cost-is the’ ma.jo ‘singleex
pense iftem of “pipeline’ companies =
'amounted to about 50 percent of thelr reve-

‘nues In’ 1968. - A1l Increases,~of eou:

ultimsately borne by the consumer.
northern’ eities. the cost of gas at the we

AsTimentioned Sprevio: Y
ower commiwionmtil the Supreme: ( Gourt

r' th -FPC .:"
aliow pipeli.ne“companies- o;e_‘ 0,8

to.cta
contending that. the provlelon
Gas Act excluding “pradctio ; gatl
" exempted: dgpen nt

\.».

P

nd;

Eedem‘l B

me.jor purcha.sers of interstate ghg, Was

B
oy Willinmﬁ._-E.‘-—'Torkelson. speaking : zop-i:h
] _isppnsin."mibiic-s TH

pea.rs to-. favor - a 5

price pald, procfucers ithe:same,
‘Slnee “the’ Phiilips‘deciaio ‘Lthe‘“’FE’G

At? the “present fime™ o1
Saf eonbldetabl

holding tha.t although Phllllps wag engaged. 'e

. -in "the gale .in intefstate comm o

natural gas for resale; the’ sales W
production and gathering to whi
“misston’s jurisdiction did not éx
-/The State_ of Wisconsin' a.nd— 1
ﬁervice Commission, the. city'of‘ 1w
and - ve.rlous municipalitiee of Mlchigan and
Missour], e.pp-ealed the” decision “oL I'_‘I"_C
to the United Stated.court,of Appe ealé ch

" We’ beileve .tha. t.he.Iegislati

¢ Commission jurisdiction‘over the Tates
wholesalers of natural gas’ in inte Fitat
,merce, Whether by, ‘Bifeline. comp! e
aud “whether accurring’ beiore., durin

company." -
- Immedlately atter the 8upreme Court e

clsion. the FPC temporarlly froze field prices '
of natural gas apd ordered an® “esfimated.

- 4,100 producers to. file sale cont.racts in ef
feet, and to apply for .certificates,”

.On December 7T, 165¢, the FPC, issued rdei'
1748 which, among other things, condemned
- certain types of escalator and “most favored
natlon” clauses. -The order . does not. otlit-

law these clauses but such clauses per se wili__ Vetoed by President Eisenhower'on Fébriary

not be accepted as evidence to suppott cer-
tificate * appiica.tions or proposed te -
changes :

© On January 11, 1905 the FPC heid a hear-r

ing at which all interested parties’.were

Invited to present views and recommenga~ .

tions. David Searles, one of the chlef rep-
resentatives of the producers, recominended -
that the FPC'In setting gas rates for the
‘natural gas producers, should accept ' CON
tracts made at arm's length between pro-,
ducers and blpeliné companies -as’ prima
facle evidence that the rates covered: 11 stich
- contracts are just and Teasonhble

-Tesentatives of public utilities “cominlssions -
in general favored- a rate base:Tethod of~

regulation, but the nlinois commlseion‘

" 1 See article hy James R. Durfe Fu
Utilitles, January 20, 1955, for clatige) in the
contract entered into by PhilMps Petroleum

Co. and’ the Mcmgan—Wisconsln -Pipe Line._ .

Co.

~emipted ’independent ;producers, fi.nclm:ilrlg
T Phillips Petroleum, frcm FFPC reguIations £
T

‘rman and its. supporters Ialled to; averri

r‘* evels,
.- ity to regulate: (producers) as thé blll'woul

"petus 1o this: type

u ) news artitle appesring-.in
273 Information: obtained i.'rom H.

.= + A contributing cause fo this Veto was i.he

st Congress

The ‘measiire: was;vetoed’ by Presiden %’:

“hid'veto T heisags ‘President: Tru'
“Thera i5.'a. clear posslbuity THHARS
pe itio _‘,"!u _not be effective, e.i: 1 q.st.

Accordingly, to; remove tne AUl qr?,

do,’ does not seem to be wise, publie policy
S {1t

1" legtelailon whs pross
yided by.& report of the President’s A ori

- Committee ‘on.-Energy -Supplles_ and’ 'Rm

eources ‘Pollcies,” which : recommended'thnt
the Federal Government should not control

“the productlon, gathering, and processing of
naturel’gas. prior.to dts Integration. lito am -

-interstate transmigsion: liné, Approval to
this type ot legislation was aiso gl
FPC, < N 2
. Mter Senate and House hearings,

passed: the Harris-Fulbright b1, but it wa.s

17, 1956.%. .In his. message. ‘the” President
stated that he' favored, the objectives oi_thc
bill but emphasized t that any new legislation

in addition to furthering the long-ter ,lnE

o
“gas, . should Include- ‘specific’ latigungé pr‘o- -
tecting customers in their right to.fair prices.,

- Hearlngs on the ‘above bil indicated. con-
slderable , oppoaition, to its provisi.ons,,not
only by ‘consitmer, groupe..nnd ‘State uutility

- commissions, but also by many, pipellne com-,
paniés and gas. distributing eompanles.
_order to-present a more united front; re;
sentatives oi' va.rious segmenta of the nat—

-

;4 Informstion in this pa.ragraph ls.be.eed on
Gas, Februaw

1955, p. 130 plus,
- ot 85th Cong., 2d sess,.

. charge that.unfalr and illegal lobbylng waa
done ln support ot the measure. -
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u.ral-ga-s lndua!:ry product!on. transmisalon.

-~ and distribution, met and drew up-a gen--

i~eral declaration ‘ot prineiples which future
“legislation should "follow.- This meeting ‘of
minds met with FPC and admlinistrative.ap-
proval and became the basis for the Harris
and O'Hara billg Iintroduced in 1957,
tunately, represefitatives of consumer groups
were not consulted at these meetings. <. .

- The “Harrls and -O'Hara’ companion bills)

H. R. 6790 and 6791, Were the prinelpal:bills:

< for amiending the-Natural-Gea-Act mtroduced. :

j-1in: early 1957, ~As’ mentioned i previoualy.

- Kearings were held on these and a cle_on_ p_m

It 18 thia bill tha.t will be” consldered
House and Selnate tn tne next seaslon. 25

L o regulation” | - h
The present law 13 modifled by-the bill -0
that transportation and sales In conheétioh

» 1gas. in or within the vicinlty of the produc-

to the publlc-utillty type regulation provided
“for by the bpresent ptovislons=®of-the-'act.
. Producers would no longer be required to ,
f - .obtain certificates of public conveniencé and
- necessity, or to.file rate schedules in order
to sell gas to lnterstate Unes.

* The FPC would stfll retaln: control’ over

producer sale contracts but in a more re- -
Such sales are.divided into:

stricted sense, -
~~ new: producer contracts.and existing:fpro-
.-“ducer contracts, depending on whether. they
7 - were entered inta after or prior to engct
-*=- :of this’ legislation. “-FPC_ cgntrol over g
... contracts 13 more Inclusive than that” pro-
* vided for existing contracts, .The FPC' has no
. Jurisdiction over prices provided for” by 'a:”
definite pricing clause in-existing producer
contracts, but any future amendments to° an
existing producer contract, is- oubject bo‘reg-
~ ulation as a new contract. 2
*With respect- to- pricing clauses- in con-
tracts the bill. makes .a classificatipn’ be-.
- tween definite and indefinite pricing clatses.
*. A definite pricing 1s any provision -which
sets forth In terms of a specific price per
unit, the prices to he pald and Includes
the Inltlal price, any lncrease-in the initlal
price by specific amounts at definite .fu-
ture dates, and tax relmbursement clauses.
Other pricing clauses are termed indefinite

L f—-‘-,

[E—_—

- and may-be elther proper or objectionable.

The bill specifically terms as objectionable,
two party favored nation, third party fa-

- " vored natlon, better market or price deter-

mination, and spiral escalator cls.uses. Such
clauses are not to be ‘included in any. new
producer contract or ih any .amendment to
an existing contract. (A ruling somewhat
simllar "to thls already has heen made by
-the FPC under-existing law.) Clauses of
this’' type In existing contracts are -not
voided but are subject to FPC regulatory

. procedure. Every new producer contract
must be filed with FPC by the -plpeline
company purchaser within a'. designated
perlod, and notice given by puhllcs.tlon and
mail.

Objectlons may be flled by interested
partles on one or moro of the. Iouowlng
grounds;
~ 1. The contract results in a prlce whlch
exceeds the reasongble market price; » |

2. the contract contains a prohlbifed in-
definite pricing clause or an indefinite clause
contrary to public policy;

3. the duration of a producer contract 1s
‘shortened.

., The FPC may also Initiate proceedings on
any of these grounds., IXf any of the objecs .

Unfof- -

“tlons a.re, sustained. by the FPC, the new
producer contract becomes null-and ~old, or

ducer contract, - the -amendmcnt ! becomes

-null and void... If approved, any .definfte
pricing ~ provisions .held valld are removed

from ‘regulation, but the FPC retalnn 1uris-

diction over indefinite. pricing provlalona -

“With respect to indefinite pricing clauses

- which .operate to increase prices, -whether
.in new or. existing contracts, the precedure.

15" gimilar to that of a new contract.;;rhe

: .determines. the reasonable market Price.

10ugh -this b1l does, permit tho.,

1o to-.,void. ‘prica mc:eases‘* Eulﬁng
“mdeﬂnit.o prlctng clauses dnTlbkistin

" Also, sales by a prooucei- mg";ameMg

~1f°1t, I3 an amendment to an existing .pro-’

’ties L

Com: « .2 ‘Those opposlng contend tha

-

-~ et ¥
mmm A.DVANCm FOR AND,_ACAING
3525 m smn..\x Bm s

IR

ducer of natural gas aid the producer
codly Yvestock, lumber, and btler fomicdl-
i “They“¢onterid that-utllity Tegilation
of” producer gas will Yead to Federal chntmls
of oll dhd eventuany rigld. control ot t.he :
“tire petroleum lndustry. 'I'hcre has‘*baen 3
sbme modifiéation of this stand as ahoym.-r‘by ¥
the fact that some FPC contto over rlc'é'f;a
provided 1ni HAR,:8625. % -V omt i ;f h
£ the_r,a?n
Ao Tl

Iree markct: at the proclucti

ompany,. which Jransports natuml 3aa\to o -
rocessing’ plant,. 1§ “exempted. from: regula~

contracts entered into’ whamthem

g

. with the processing and gathering of natural «

ing fleld or flelds will no lobger be subject.

v . ;/determining prlce.
2 Restricts FPC' control over producer sales B

:tlon by this bill, although ths sales
completion or proce&stng are. covercd.-

LT

\ieta up a’reasonable’ mcrket price formuza ;

“'The bill directs’the FPC to detérmiro the "
- reasofinble market price of the natGral’g
the polnt of ‘delivery to the plpelines .In
detemg proditcer - prices, nat:uml "Eag 18
' to’ be considered a commaodity” and. tha FPG
.1s not to consider costs ‘or
. utitty concept in arriving at this. price In
tho FPC 1s quired {0

‘consider: S
< {a) whether the prico a.s determinad by it
‘will assure to consumers ot -natutal ;
continu.tng adequatc supply theredf;
(b

Jstous, of the ‘contract as. they"
under a deﬁn.tte pricing olaus
(d) The quallty .01’ the)

Datural: gEs being’
purchased'

,.,y

eld

prlces under’ otner contracts In" the' Tsame

fleld or in other flelds which contal.n “térms
and provisions generally comparable- to those.
of the contract under review,” shall be con-
stdered. ST
Finally the bill states: AT
“The reasonable market pricels’ not nec=

essarlly the price of the last sale, the high- -

est price, the lowest price, the welghted
highest price, the average field price, or other
" price arrived at by the mechanical appllca.-
-tlon of a single criterion. - Instead; it s a
price which the Commlssion, ‘exercising its
~judginent and discretion in weighing; among
other things directly relevant to the issue, all
factors enumerated above, determines 13 the
reasonable market price.” -

.The bill, thereby,, substitutes reasonable
markot .price for the presently prescribed
Just and reasonable standard for determin-
Ing the reasonablonoss of produ_cer prlces It
eliminates cost 'of production which “has
been” basic under tho just apd. reasonable
standard. : .

This reasonable markot prlco g andard
would not only apply to the gas purcha.sed
_ by plpeline companies from” lndependent Pro=
" ducers, ‘but also’ to the gns which ‘they or
" thelr afilfates produce.” In respect .to gas
owned by pipellne companles of thelr af=
filiates, the present pollcy of FPC is'to al-
low a price greater than that determined un-
der the  public- utility concept, in order to
stimulate exploration and development of
their own reserves. This has been upheld by
the courts providing that the starting point
tor this additional allowance is the coste
plus-falr-return rormuln on the allowance is
reasonable, .

.

B
* FPC hasadvocated that the: bill* shoul

“definite-'criterin ate”establiilied In 'ty
-0~ deterfinihg . reasonable Inarkett]

-pri
- '8ud that eliminating cost & determmfhg;
‘factor deprived’the FFO/0f any” qunnttta% Vor

_Tates. - While a.greelng that “costs” majr R
-be ascertalnable in 811 -Inistanides]: theyip

lmited amount.‘ ot natural [0 avnﬂnbla
distribution.: v

x'I‘hose advocating the’ roasonable m
prlce formula contend’ that eogta’ lncun'ed,b
thé producer should not hé_given“co 5 gl_ ril
tion.”- That dolng so would Tegqult in’

costs are lmposslble to determine And ﬂxing

opemtlcn.
FPC cases
-(In committee “hearings ‘'on “thé

as ‘evidence of thls

cost & permissive but not- 6, manda:
- i) & T L TR R

11 “contend® thak

“Opponerits" -of? th

—ern

megsure in dctermmlng rea.sonableness of

_‘_..

“out that, cosf: ﬂgures a.l:e o.va.ﬂablo o.mi

higner prices for crude oll : v
“They further contend that’ the rea.sonnble R
market price concept will fun into’as’ many ne
legal or court difficultles as the present PALr.
value concept and will prove tmworkable'
©On the other hand, the utiiity rate concept
i3 well established, has proved to be: cqul
able and can he modified to reﬂect; ra.ctOr
other than costs.’ : N
With respect to the volume of woﬂc,.of
the FPC, it is.pointed out that'usé ‘of thi
reasonable market price formula -will.’su
stantlally add to the FPC workload rither *
than diminish 1, As a method of expedmng .
FPC cases, it Is advocated that : cmpha.sls e a
should be placed In est.a.bushlng pricésiof ij'
. the largest independent produgers under the
present, formula and the present juat and. "
reasonable standard. . -
Opponents of the bill pointed up tha'
provision in the blll that requires the r A=
songhle matrket price formula also “he? ap-

-plled to gas produced by -the pipeline’ 3

companles and thelr amuates. Thompofnt e

3 See "Natural Gas Regulation From.=‘the LR
Producer Viewpolnt™ -by George W. Hazlm‘.' ‘-
Public Utilitles Fortnightly. Sept' 26;7 195'7 -
pp. 494-500. - s

¢This stand has a!so becn taken. but_not
insisted upon, by the Elsenhower adml.nls&a-‘
tlon. - s B

7See "Current Problems In Natlonal Gas
Regulation—A Consumer Viewpolnt by Wi
liam E. Torkelson, Public Utlllties }‘0:1;-
nigntly, Sept 26, 1957 PD. 482—487 1 !

:uu}r
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: up the fact that consumers through FPG
. established rates have already pald for’the
exploratlon and development costs of .the
reservee ‘of “these integrated pipeline’ com-~
panles, -and- that revalulng these reserves
would be an unwarranted burden .on the
consumers. . Moreover, In _bargamlng “with
e independent producers, it would be to the
advantage of pipeline companies rowning
reserves "to keep up the producer-price and
' thereby enhance the value of thelr own re-
' serves. “Under-a ruling by the 'Unlted Stn.tes
e _ Supreme Court_in _October, 10856, " the: FPC_
.. GObtained this, .Tlght to detﬁ.rml.&e a fair’ ﬁeld-
price for company produced g ,.glving due '

+* eonsideration~to~ the original cost\?r. pro-
duction method but the higher rates result-
Ing. must not be any higher than raqulred
“to maintain -the product;ion énd .of th

\

of. the chief: a:guments adv}ncad -fo:
" H.R.8525 and similar legislation has. bee.nnthe -
need. for additfon.al incentives: for !.urther
" .exploration and development of gas! reserves .
.Under the present law, therFPc has” the
‘guthority to-grant raté inéreases.needed to,

:must ,show the renscnableness or such allow- -

ances.’

1k should be pointed out that from B6 to
60 “pércent of the natural gas gold to- t.ra.ns-

"‘misslon lines i3 obtalned from oll. weus and-

‘thatexploration ‘and development of these_.

,'wells were primarily intended for obtaining
additional = petrolem reserves. ~Purther-

" more, producers are allowed a 271%. pe.rcent

depletion Federal tax allowance which s spe-
.cifieally intended to encourags such explora-

. tionand development .

* ™~  “There. s no evidence that the E
‘deciston (1954) has discouraged: explora.tion

. and development of. natural gag’ resérves. ..
- According to testimony at the.1957; “House -
committes. hearings,, gas weu completlom;_.

. have actuauy increased, In '1954,-8,074 "gis

-wells were-completed and’ &.2‘15 in 1956. .- Na- ~
tural gas production shows. &’ slmﬂa_.r trend.?

' Standard & Poot’s_Investmenty &visory .
Servica of July 4, 1857, reports: . i %77~
+ “As has bBeen the experience of the ofl in-
dustry, new discoverles, development and
.exploration, have congistently tended to in-

. crease estimates of natural gas reserves, de-

- - . splte the pronounced rise in productlon.,

LR The Amérlcan Gas Assoclation and American
- Petroleuny Institute jolntly | estimated proven

-t recoverable reserves in the United States-at

* gver 237 trilllon cublc feet at December 31,
1956. Based on indlcated net withdrawal of

- 10.9 trilllon cuble feet tn 1956, these proven

.. reserves indicate a life ¢f 21 years. More-

1. over, new discoverles and revislons of ‘previ-

Gus estimates of recoverable reserves through

- .extension of known fields, Indicate that the

Natfon's natural gas reserves are more than
et adequate to satisfy demands for many more

i years.®

. Williard P. Stanley, president of CDrporate
Services, Ine., In the Harrls-O'Hars ' Blll—
Boon or Bonanza, Public Utllities Fortnlghtly.
. October_ 10, 1957, questlons—

. “Why 18 1t necessary in order to !nduca
drilling of a new well or development of & new
.gas field, to provide for increasing the price
of gas produced Ifrom old, presently existing
wells already drilled? The extension of the
biil tp cover these exlsting wells, as t¢ which

. there can be no need of Inducement, ‘would
Reem an unnecegsary and regretable ‘bonanza.

: . , for the benefit of the owhers of those exlst-

R ' ing gas wells (who nay or may not.be the

owners of new wells), at the expense of the

gas-consuming publie (and, Indirectly of the

‘eléctrie-consuming publie) throughout the

et Nation.” - L
& Hearings, p. 1324 and 1331. .7
® Standard & Poor's Industrial Surveys—-

Utilitles—Gas, July 4, 1957, p. U33.
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"hat been one-of the-major.threats:;of the'
_petmleum companles

*. encourage exploration and development but ‘ln‘bensively engage m explomtlon

Py would tend to he mﬂﬂ.tloua.ry

- ~

nmannma cunmn.mm OF NA' s sma-
. 'PLIES TO mrmsmm FIPELINES |
Opponents of. FPC regulation have warned.
that such regulatlon would discourage sales.
of natural'gas-to pipeline companies. ,This.

Producers’ of gas, 1n.~
some. caces have preferred to use natural
gas, or gas found in assoclation with ‘crude

oll, for repressurlng of oil pools, rather than _
eontract for sale to others a.t present prices.

Moreover, some companies. “such as Phllllps.

While. there has been | some curf,aﬂment f
natural gag, commitments to- plpennes, 11: 18
. doubtful *that “substantial. "quantities"

th

-p .

-rates.” “Bomé leading “nétural gas t:ransmjsslo
companles belleve that the falr value?".torm
ula,” together Awith Phillips™. declalgn,™
tend to encourage their segment “of .t
dustry-to take over natural—gas field

velopment pmgra.ma

Ma.rshall c: Howarcl Univers
sachusetts states: . -
market “price; a. market-value ‘de
prlce “would have to rely on . Tef
“several prices lo the fleld a5'a guidé, thIoup
for example, an average (perbiaps” welghted)
fleld price. Siuch reference. prlce making

it

producers whose output 1& stln
in the market at-such. s pric
+Prices will: ténd to be drawn upw;
aver new’ higher prlces are granted;
cept. where 'such pricé making s’ appllad
on]y to a~m1nor. part of. the totalf ssupply.

! 10
ever.,prlces might become stabulzed"‘arter B 1934

.an Initlal perlod of acljustment, with: any
higher prices "being justified’ only “on .the
basis of new, large volume, and higher cost
production, But the Federal Power Com-
mlssion would be presented only with re-
quests for approval.of price-Increases;, lower
_prices, conceivable under the: rate-hase
method, would be unlikely to oceur.” .. -

There appears to be a genefal egreement
as to the rise in consumer gas prices: it H.-
R. 8525 Is enacted but no consensus rs to “the

- proba.ble amount: s NC T
* Producers ha.ve been anxlous to ha.ve the

producer pr!.ce reach & competitive level with
other fuels and it Is for this reasen™they
.atress the commodity aspects of_ gas. - At

. present prices of other ’tuels..natursl ges

at the wellhead would be at a competitive
level at a.bout 20 cents per thousand. cubic
feet.®

I the average prlca at tha wellhea.d was "
to increase by 8.cents, that ls, go frqm i2 -
cents (present approximate price)™ to720

cents per' thousand cubic feet, this ‘would -

mean . an- annval ‘cost to ' consumers:, of
8520. million; A '10-cent’increase would be.
2650 milllon. Thege are "based omx the- 1958
natural gas consumption and would be much.
higher 'if. based. on. projected consumption..’
This Is & conservative estimate ad it does
.not- include additional cost, which- would
be hound to occur .28 the gas went fromi
pipeline to,local ut.ility to customer, " ) £

. also does not take Into account the Hdded

consumer cost for electriclty m areas where

10 Regulation and “the Prlce or N’atura.l
Gas, by Marshall C. Howard, The Southern
Economlc Journal, October ‘19586, p. 148,

—_—
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are_using gn mcreaslng amount of; natuml. o

"-TRANSPORTATION ’OF _FISH VER

2 Dispe
195'7 estima.ted. the annus.l increrse as.be-
~fwoen: 13500 mllllon. and. $900 ‘millleh. -
mino:lty report on bul-H. -R. 8525 eatima.ted.
_on lncrea.ses onsumer prices of :al. ‘hillion
1 g

'1685_
31836,
1837...
1938 :
21939l i 2
1940—4A :
1945-48_
.1849-563
195470
1866_____". .
Black-market prices at; “end or June each
‘Year .were: 1948,°7347, 1949, 840 75 » 1950,
341 50; 1951, $40.76; 1952, $39.50; 1953 $37,20
” Gold bars in Switzerland in June “of ench”
.yenr were bought and’ sold. “at’ %2 50_ per
ounce 1n 1948, $44.50-1n 1949 240:50 1n ‘1850,
540.25- for 1951, $37,40 I 1952, 338.55 In. 1953,
835 10 10 1954, 235.056 In’ 1855 ,&35 03 in 1956,
. Prices’Iin 1941—43 increaxed! m 'b t $36 50
to sltght!y»below 336.

Mr. -_DWORSHAK. Mr. ’President ‘a
“report has bBeen compiled by the Idzha
‘Fish and Game Department on the num-
-her.of ﬁsh transported over the Bmwnlee
Da.m site last fall..... . &
"This report is- signiﬂcant a5 1t ;'evea.ls .
-the efforts being made to devise a means
of bypa.ssmg dams with ﬂsh Tuns; and'it

3 H, Rept. 837, 85th Gong., lst 5053,

'I‘he‘_
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