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THE WHITE HOUSE
WASHINGTON

August 19, 1978

. . <
. MEMORANDUM FOR THE PRESIDENT W
FROM: STU EIZENSTAT j"‘/\/ | i

SUBJECT: - Federal Energy Regulatory Commission Memorandum

Attached is a front page article in The Washington Post

‘about which you are likely to be asked when you make

your calls to the Senators and Congressmen this weekend
as suggested by Secretary Schlesinger and Congressional

"Liaison. These calls are 1mportant to lock people in

at an early stage.

The thrust of this article is that the Federal Energy

" Regulatory Commission (FERC) feels that the bill is so

complex and contradictory" that it cannot be administered
by them.

You can actually use this article to your'advantagé

because it p01nts out the lengths to which the opponents
to our compromlse will go to try to beat the bill.

Thlsvmemorandum was written weeks ago about.an earlier draft.
Based on the memorandum the FERC staff participated with
the Department of Energy staff and the staffs on the

Hill to correct the problems in the draft legislation

pointed out in the memorandum.

The necessary changes have now been made in the gas bill
cleared by the conferees and the FERC is satisfied that

- they can enforce the bill with the changes that have been

made, in part at their direction.

There is no reason to raise this issue if it is not brought
up but, as I suspect will be the case, if some raise it the

above should provide a completely adequate counter-argument.

The Department of Energy people have told me that
Sénator Metzenbaum leaked this memorandum about the: old
draft to create confu51on.
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" ‘lators have prepared an-

favor, some of whlch I don‘t know Yo
_she’ said. “Part ‘of the ,problem 1s
that " one word can make -a Iot of
Adxfference w L

Jn her _general statements on- the
‘measure, - Hollis : emphasized - its: -
-great complexxty, whlch includes by
some counts: at” least 17 -different
‘categories of natural.gas prices, and
questioned., whether ‘the:, federal -
-regulatory. commxssxon could keep
up-, thh i 5 23 e
’“The enforcement problems are
" compounded’ by ‘the. opaque: quahty
of many .of the pricing provisions,”
Hollis said. ;She predicted years “of "
-htlgatlon .mcludmg the. likelihood,
/of numerous “Supreme "Court cases,

See ENFORCE A6, Col.1 v

ahalysxs of
his natural-gas bill- wlnch says the

- proposal is "so complex, vamblguO\lS :
: 1t"w1Il be.

The”" 26—page memo n;lum in
- vokin unusuall strong ‘language
was veek. 7by.Sheila

~“The bill -
“good’ bill “or a,.

_ tles of prices.

_. by many small independent producers
3 in the gas industry, but ‘Hollis also :
- pointéd ‘out that the - comphcated the, late t re viswns ‘have:, solved'the

; caught

enormous," she -wrote, *partic

" ‘classify- production _in fhe? lﬁghest

' tive. enforcement’ of ' thi

-__-p-,yy‘e.-.-w

| wrote to FERC ‘Cha

i ENFORCE From Al d
y e asacr ge once ‘commit-

terstate :pipelines :must
. the state regulatory’ commxssxons Wil , ell its. productwn to in-

‘be able to settle.all of the ambigtu conﬁdence that FERC oﬁlcia]s “will - ~ terstate- < users,. even -if the land

# _.agree when they have. restudie

" This echoes the . complamt voxced ' FERC Chairman: Curtis, :
\ “'to Sen. Howard Metzenb; u'm (D-Ohxo),

said-that he “rémdined’ hop > thit

“pricel, mechamsms nught give . pro
" ducers a chance to overcharge K
= their- natural :-gas

“The potentxal for abus

t’in view’of. the fact: that ‘€ach}
¥ ducer is responsible’ “for’ desfgn

“'the pricing categories intp yhich 1
" duction from each source-falls;
‘cause of the economic.incentives fo

pmced category, -every -ambigity will

- become .an obstacle to fair.and-effec the appropriate, lawful price.”

,m general Hollis said the measure

-structure. »,

“Hollis_ noted ‘that na
ing “is on- the -upturn, ; nti g dom
wells completed. in :1977 “ﬁm& at-gas . producers: in states z& the; natlons use: of natural gas and its
expected this year. “Eve ‘@~ “Loufsiana*-and Te : 7 mcreased'cost :

- ‘tiny percentage of these decigions a “The ‘rovxsxons are .so’ 'xmolved ’
; contested at the commission:level?" : wro’t_., “that the Office of Enforce-
. she: wrote, “effective ‘aduiti s-of the' uncontrolled'_. _,meht fails to:
- will be made extremelyedlfﬂml hin® tbeir states, ‘without sonably a "urate asséssment. of the
¥ ot ‘impossible.”” - -0 gettmg ~permission from Washington. = - price ‘and: enue impact--could be
Leslie Goldman, a ke, ew draft effectxvely reverses a made "o : ;

changes owners and contracts ¢ ;expire. -
The’ new bill, ‘would erase:that Su- -
preme Court ruling and also” give the -
same freedom to. three price categor- '
- ies of productlon—the newly discov-
~eréd “gas,-the high-cost gas -drilled at -
.-greater depths and “special.. develop-
ment” gas, wluch ‘comprises new ‘wells-:
drilled op. 61d ‘reservoirs.;No..one  at-
~seems able 1o estimate Téli:
stt of tlns concession to’ the -

c_onstant -and. ‘dependable ,supply ‘of:
atural gas to the interstate market at‘

SO complex that nobody can -make.
n'authentic estimate of .its’ ‘impact on |-

‘imderstand -how.any rea--
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