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DEPARTMENT OF ENERGY 

federal Energy e,,,ulalory 
Commls.ion 

l' CFR Parts 154, 201, 204. and 282 

(Docket No. RN79-14; Order No. 4'l 

Regulations Implementing the 
Incremental Pricing Provisions of the 
Natural Gas Policy Act of 1978 

AGENCY: Federal EnerJ)' ReBulalory 
Commission.. 
ACTION: Final rule. 

• UMMAflY: The Federal Energy 
ReBut.tory Commission hereby adopt. 
re,ul.tlons thatlmplemeni the 
incremental pticlna provisions of the 
Natural Cas Policy Ac;t of 1978. Under 
the Increment.l pric1ns program. tarse 
indu.trial facilities which bum natural 
I" ••• boiter ruel wiD be priced for 
thai ... at. level t!qulvalent to the price 
ilia)' would pay for fuel all which they 
could bum .s an alternative to natural 
•••. Those resu1ati<?ns provide the 
... ulatol)' framework for the calculation 
and billina of Inqemental pricing 
.urcharses to faciUties subject to the 
lncremental pricina: program. The 
regulaUons also set forth the procedures 
by which an lndustrial facility may 
obtain an exemption from the program. 
II'Ft:CTIVE DATE: November 1. 1979. 
provickd that the "rovilions of 18 CFR 
Z82:.201-206 shall be effective Octobe,. 
15. IIJ'78. 
FO" FUIITHER IHFOAMATlON CONTACT: 
N_an A. hderaen. Office of Commisslone. 

HaIL 12.5 North C.pilol Street. N.£.. 
-Washin,ton. D.C. 2.042t. (202) 357-&377. 

WarT'lll C. Edmands. Office of Pipeline and 
ProducerRe,wation.125 North C.pitol 
Strnt. NL. Washlncton. D.C. 20426. 
(mz) 275-4415-

HaDe)' E. Williams. Oftice of General 
c-naat. IZS Nor1b C.pitol Strut. N..E.. 
Room I1~F. Washinaton. D.C. Z042& 

'ZOZ)357~ 
Replations Implementing the 

Incremental Pridna Provisions of the 
Natural Ga. Policy Act of 197&. 

... ...d: Sqtdlber 21. 1178. 

LBa<kvouad 
ntJe D of theWatunl Ca. Polq Ad 

of 1178 (NCPAl (Pub. L 85-621) require' 

that interstate pipelines a!'ld loca! 
distribution companies pass through 
ceria in portions o( their oa!ural gas 
acquisition cosls to induslrialu$ers in 
the (arm o( lurcha'llel. These 
lurcha'lle5 may not. bowever. raise the 
uhimate cost of gas to the user above 
the cost of the fuel oil which could be 
used as an alternative to natural gu. 

The incremenlal pricing program is to 
be implemented in two phases. The only 
facilities affected during the first phase 
will be those using na .. ..Ita! gas as fue~ 
for la'lle industrial boilers.. Tille D 
requires that \he regulations 
implemenling this nut phase be 
promulgated by November 9.1979. 

During the second fhas! of the 
program. incremenla pricing may be 
extended to. broader class of industrial 
users than those affected by the rU"lI 
.tage. The NGPA sets May 9. 1980 .•• 
the date for the regul,tioos 
implementing the: .econd phase and 
establishes that those: regulations wUl 
be subject to Consressional review and 
possible disapproval by e:ither House. 

Two rolemaking dockets were 
eslablished 10 promulgate the 
tesulations needed to implemenl the 
first phase of incremental pricina. 
Docket Nos. RM79-14 and RM79-21. A 
companion document to this rlnal rut!: Is 
being issued in Docket No. RM79-Z1.1 
The background of the proceeding 1.0 
Docket No. RM79-21 is described In the 
final rule in that docket 

A Notice of Proposed Rulemaking and 
Opportunity (or Written and Onl 
Presentations o(Oala. Views and 
Argumenls in this docket was issued 00 

June 5, 1979 (44 FR 33099. June e. 1979) in 
order 10 propose regulations for the 
implementation of those provisions of 
TitJe D of the NCPA not encompassed 
by Dockel No. RM79-21. These proposed 
regulations covered te,,·isions to the 
Commission·. historical method of 
calculaling rale changes pursuant 10 
purchased ga. costs adjuslment (PGA) 
clauses. the actual calculation and 

'/kJ,,!Qti<m4ltrtpl._flli,.. ""emoli."., Fowl c.t 
c;.lIi •• OIl I_nltll Pric.", UttM:r l~ Notlltfl' 
Ca I'rIlicy Ad' 0' 11/7& DoUei lWI. R.~Z1. rOllaI 
It...., ... ...d on Sorpll1llbti za. tr.t...se. oJso;. 
Dochl POo. RMn-tt. "-Ie £umpti,.lndwrrial 
1Ioi1e, Fwl Fadlili_ tr-/~-mol /'rig.". 
Abo .... tM~ofNo. • Fuei OiL issv.Noa 
S.plember 21. 1m. 

. ----
billing or incremenlal pricing Sl.:td·.;l. ~bes. 
and the accounting pro,,·isic:lS !'I "!·: t ..... .... . 

for the implementation or the prOS~iI:l .. 
In addition. the proposed regula~ions set 
forth procedures 10 be utiliud by 
facilities seeking 10 obtain exemptions 
from the increme:ltal pri cing program. 

The approach set rorth in the June 5th 
Nolice for the calculation and billing or 
incremental pricing surcharges. the 
"surcharge mechanism." was de\·e loped 
after two inrormal conferences were 
held to give interested parties the 
opportunity to comment on prelimi nary 
proposals for the mechanism. Those 
conrerences were held in February and 
April and "",ere convened 10 discuss . 
respectively. i staff proposalhsued 
January 12. 1979. (44 FR 6133. January 31. 
1979) and several altemath·e proposals 
offered by various interested parlies. 

A public bearing on the June 5th 
proposal was held in Washington.. D.C. 
on June 27. 1979. Nineleen interested 
parties presented comments at this 
hearffig. including representalives of 
inlerstate pipelines. distribution 
companies, associations whose 
membership includes both pipeline 
companies and distribution companies. 
• consumer group and an industrial end
user group. A total or sixty.nine written 
comment. were submitted in response 
to the June 5th Notice. The transcripts o( 
the informal conrerences. the June 27th 
bearing and aU written comments 
.ubmitted to the Secretary or the 
Commission in this docket have been 
made a part or the record in this 
proceeding. The Commission has 
reviewed all portions or this record in 
developing the final rule in this 
proceeding. 

The [,!gulations encompassed by this 
docket are lengthy and quite delailed. 
The commenls submitted in this dockel 
were generally excellent and \IeI)' 
helpful. The discussion which (ollows 
seeks to fully explain how the 
regulations .et rorlh below diner from 
those included in the June 5th proposal. 
as well as 10 respond 10 many of the 
auggestlons thai were raised In the 
comments aubmitted but,which have nG: 
been incorporated in the final 
regulations. 
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O. Commlylon JwUcUctioa 

Tit1e n of the NGPA slj:nincant1y 
expand. the Jurbdlctlon of thl. 
Commiliion in comparison to the 
authority vetted in the Commlilion 
pursuant to the Natural Ga. Acl Tit1e D 
brinp within the purview of thl. 
Corrunil.lon" fUri.diction for the fll'llt 
time all local di.tribution campanie. 
that receive .upplie. of natural sa. from 
interstate plpelinel . A deflJlltion of 
"local di.tributlon company" hal been 
added to the definJtlolll .ection of the 
regulation. below. 1282.103. In order to 
clarify exactly which companie. are 
JOvemed by the provl.lon. of the 
resulation • . The definition below diffen 
from the definJtlon of "local distribution 
company" Ht forth in the NGPA. 
However. this definition i. adopted 10 
that the one tenn. "local di.tribution 
comp.any" may apply. for pwpo.el of 
the incremental pric1ns regulatioN. to 
.ll campanlel. other than intentate 
pipelinlll. to which Consrell Intended 
Title D .hould be applicable. The intent 
of Congrell in this resard i •• et forth in 
the Statement of Manaserl on the 
NGPA: 

1be appliation or thi. rule II limited to 
boUer fuel racilltluurved by an mterltat. 
pipelin., and thOM .. ",ed by a local 
diatrlhutiOli company th.t il "",ed by aD 
mlerslale pipeline. The lena mterlt.te 
pipeline II me.nt to include thOR plpelinn 
which are .ubJec1 to the Juri.d.JCtlOIl of the 
Comml .. ion under the Natural e .. Act. 
"Hinabaw" pipelinH. wblch are not lubJect 
to the Commiliion'l Juriadictlon under IeC. 
l(c) 01 the Natur.l ell Act are conlldered 
local diatrlbutlon companiu. for purpole. or 
Incnunent.1 prlc1n8. to the extenl thai they 
are "",ed by an Inlerltate plpeline. -

Local diltribution companies. a. 
defined in 1 282.103. al well 81 
intentate pipeline companies. are 
requIred to comply with the regulationl 
let forth below. The Commiulon 
anticipate. that the Title n regulatioru 
will be enforced with equal empha.i. a. 
they apply to interstate pipelinel and 
locaJ diltribution companie • . 10 thi. 
regard. section 504 of the NGPA II 
noted. Under the provisionl of .. etlon 
sot. violatioru of thele regulatioru will 
be lubject to clvU and criminal 
penaltie •. 

m. 11M Basic: Mec:banlsm: The uReduc:ed 
PGA" Approach 

The balic approach for the calculation 
and billin8 of the incremental pricing 
aurchargel h81 received .lgnificant and 
detailed dilcuaion in thil proceed.ing 
lince the I"uance of the Initial .taff 
propolal of )anual1' 12th. That propow 

• H.R. Rep. No •• t7~ ~Ih eon, .. tel Sn... 
Itm,. 

W81 Itructured 10 that incremental 
pricing lurchupi would not be billed 
until .. to 10 month. after the actual 
incummce or the COltl to be palled 
through by way of .urcha1'8l11. A.. a 
result of the February and April informal 
conferencel. Commilalon .taff 
determined to accept. recommendation 
made by the United Dil tribution 
Companie. (UDC). Northern Natural 
Ca. Company (Northern) and Natural 
G8I Pipeline Company of America 
(Natural) and to develop a mechanilm 
which would allow for the recoupment 
of .urchargel by luppliers at a time 
proximale to the time at which they 
mUll p'"y their own lupplien for S88 
deliveries which give me to the 
lurcharael • 

The method lt188elted by UOc, 
Northern and Natural was to permit 
pipeline companiel to llltimate in 
advance their tolal 881 acquilltion COlt. 
and the portion of thOle COltl which 
would ultimately be recovered by way 
of incremental priclng lurcha1'8e • . The 
"timaled lurcharae recovery would be 
.ubtracled from the llltimated 10lalsel 
acquilition cost,. and thil "reduced" sal 
acquil ition cost eltimate would be 
recovered through the purchased sa. 
COlt. adjultment (PGA) rate. 

nul reduced COlt eltimate would then 
form the baail of the PGA rate for all 
cultomera on a plpeline'l .y.lem. 
Iodulbial CUltomen included in the 
incremental pricing program would be 
billed on the basil of thil reduced PCA 
rate. plus an incremental pricing 
lurcharge. 

An allernative to the "reduced peA" 
approach was .uggelted by the 
Interstate Natural Gas Allociation of 
America (lNGAA) at both the February 
and April informal conferencel. Thll 
method would involve billlng all 
cultomera on the ballil of the Dormal 
PGA rate-which would reflect 
tnclUlioD of all sal aCQuJlition COlta. 
Iodustrial CUltomen included in the 
program would be billed an appropriate 
incremental pricing lurcharge. while a 
comlponding credit would be extended 
to aU other customers. The total ot the 
creditl would equal the amount 
recouped by way of .urcharge •• 

The "INGAA method" received 
uriou. conlideraUon by the 
Couunil.ion, but wa. not the approach 
eventually choun and let forth In the 
June sth propoled regulatiON. The 
Commi .. ion Itated in the June 5th 
Notice that it believed that the "reduced 
PGA" approach would relult in a "Iell 
burdensome regulatory program for aU 
.ffected partie . ... 

The Commi"lon noted In the June 5th 
proposal. however. that it was 
continuins to con.lder the "INGAA 

method" and invited further commentl 
.. to whether that method·lhould be 
adopted. 

The commentl lubmitted in relponle 
to the June 5th Notice were 
overwhelmingly in favor of the ''reduced 
PGA" approach. On the ba.il of the 
record. the Commislion adopt. al a final 
rule the "reduced PGA" method of 
c:alculaUns and billing incremental 
pricing lurchargel. 

The "reduced PGA" method embodied 
in the final regulation. will operate 81 
follow • . Each intentate pipeline will, 
prior to filing ita revi.ed PCA tariff .heet 
for an upcomlng PGA period. eltimate 
the total amount of sal aCQuilition coata 
It will incur during the upcomins PGA 
period. A pipeline will be permitted to 
take into account. when projectins Itl 
total S81 aCQuililion COlt. for a comins 
period. increaled COlts anticipated due 
to price increalel permitted to 
producere under the provisionl of the 
NGPA. A pipeline will not. however. be 
permitted to take into account when 
makins thil projection any volume of 
IUpply which would not be a tta ched to 
the I Yltem .. of the date the new rate 
will take effect. Each pipeline will al i a 
e.timate the portion of ita projected lotal 
"881 acquJaltion COltl that will be 
"incremental COltl" and thUI lubject to 
belng palled through al incremental 
pricing lurchargel. 

The pipeline will thn project the total 
maximum lurchal'8e absorption 
capability [MSAC) of the non-exempt 
indu.trial boiler fuel facilities which will 
be lerved. directly or indirectly, by the 
pipeline, 

The MSAC II the key element of the 
incrementallurcha1'8e passthrough 
mechanism. In simplest terms. it il the 
total difference between the COlt of sa. 
to a facility and the ceiling on 
incremental pricing which il applicable 
to the facility, i.e .• the total amount of 
incremental COlt the facility can ablorb 
before ita price of S811 will rile above the 
applicable ceiling. 

In order for a pipeline to develop Its 
projected MSAC, each local di ll tribution 
company will eltimate the MSAC of 
each of its incrementally priced 
cu,lomers and report a total projected 
MSAC to II, l upplying pipeline. The 
projected MSAC of an individual 
indWitrial boiler fuel facility will be 
calculated in a ccord with the formula 
.. t forth in § 282.503 of the regulationl. 
In thole calel where a local distribution 
company I. lupplied by more than one 
pipeline. the total projected MSAC of 
the diltribution company will be 
prorated amons itl luppliers in accord 
with a formula let forth in the 
regulations. 
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Each supplying pipeline. In tum. will 
add the projected MSAC'. reported to It 
by the distribution companies it serve. 
and add thereto the total projected 
MSAC of all non-exempt lndustrial 
boiler fuel ulan it .erve. directly. nu.. 
pipeline will then report it. total 
projected MSAC to it, lupplyina" 
pipeline. on a prorated bui .. 

This reportins will continue until the 
mo.t "upstream" pipeline bas received 
reports from aU the intentate pipelinu 
and local distribution companies aerved 
by It After addi.ns to the reported 
MSAC'. the projected MSAC'. of It. 
own direct .&1. ctalomen, this pipelliM 
will compare It. total projected MSAC 
to itllolal projected gal COl li wbject &0 
.urcharse pa lSthrough for the comins 
PGA period. The pipeline will us the 
lester amount to reduce ill total 
estimated gas acqu.isition costa for the 
coming PCA period in order to derive a 
"reduced PCA" rate for the period. 

The pipeline will file thi. "reduced 
PGA" rate with the Commillion and I1H 
thil rate for the following PCA period. 
As a result, there will be an immedjate 
flow-through of the estimated beneflta of 
Incremental pricing to the residential 
and .mall commercial cuatomera, linea 
their 881 rate. will reflect the pipeline', 
"reduced PGA" r.te. 

Non-exempt Industrial boiler fuel 
Ulerll wi.ll be bi.lled on the baals of the 
"reduced PGA" rate. In addition. 
however, they will be billed an 
incremental pricing surcharge. The 
surcharges will be based on actual 
usage and actual alternative fuel price 
ceilings established for the month In 
which usage occurs. 

In order to delennine surchargell for 
both individual CUlltomers and sale-for
resale customers, actual MSAC'II will be 
calculated for' each industrial facility, 
local distribution company. and 
interstate pipeline. All infonnation will 
be passed from resale customers to 
suppliers until the most "upstream" 
pipeline supplier has received reports 
from all customers on itll syslem.It will 
then compare the lolal MSAC of its 
system for the past month to the total 
incremenlalgas acquisition costs it 
incurred during thai month. 

If the lotal incremental acquisition 
costs are less than the total MSAC. the 
"upstream" pipeline will billllUf(;harges 
on the basis of each customer's pro-rata 
share of the incremental g811 costs. Each 
customer, in tum, will bill Its customers 
8 pro-rata share of the amount It has 
been surcharged, until each end-user I, 
ultimalely billed a surcharge. 

If, however, the lotal incremental 
a,cquisitlon costs are greater than the 
tolal MSAC. the "upstream" pipeUne 
will bill surcharges in the amount of th. 

MSAC' •. ElIch customer, in tum. will bill 
on the bul. of III cutomers' MMC·s. 

Any Incremental acquJ,ltion co.lI 
which the "u5»tream" pipeline does not 
recover may be recovered in the 
following PGA period, ,ust a. under the 
present PCA .y.tem, IIlnee the 
unrecovered balance will be cleared to 
account In, Unrecovered Purchased 
Cas Colts, rollow!ns the blllins or 
-incremental pricing surcharsu eaeb 
month. 

Incremental.8.I acquisition cotb ma,. 
be inCWTed directly by local distribution 
companie •• a. wen I,'hy interstate 
pipeline •. To the extent that. due to the 
incremental priclna cening, those co.lI 
Ire not fully recovered through 
incremental pricing surcharaes. they 
may be recovered in whatever manner 
Is permitted by the appropriate State or 
local authority having jurisdiction. 

IV. Blllia. Proc:edU1811 

A. Meter R8adill8 Cycle. 

In it. June 5th Notice, the Commllllion 
proposed to requiJ:e that the meten or 
incrementally priced iDdustrial usert be 
read on or about the 20th of each month. 
This a.pect of the mechanism w .. 
inlended to allow .uffident time for the 
communicltion of all information 
necellsary for the calculation of 
.urcharge. between the end of the 
billing month and the normal dale on 
which ils was believed suppliers render 
bills to their Industrial customers. i.e .• 
the 10th of the following month. The 20th 
of the month billing period was based 
on representations made at the April 
conference with respect to the industry 
practice of billing Illdustrial customers 
on a calendar month basis. 

However. the majority of comments 
offered in re.ponse to the June 5th 
proposal criticized the propo.ed 
imposition of a uniform billing period 
ending. on the 20th of the month. Many 
supplier •• laled that industrial 
customers are billed on a cyclical baals 
in much the same manner a. are high 
priority customen. Thu., to require the 
melers of all.uch customers to be read 
on the same day would disrupt present 
meter reading and billing practice., 

In the course of analyting the 
commentl on thill illlue, Commi .. ion 
staff determined that the 20th of the 
month approach would effect another 
undesirable result. Under this method. 
the incremental pricing surcharge. billed 
to many Industrial customers for any 
given billing period would not reflect the 
acquisition costs incurred by their 
lIuppUen for the volume. delivered 
during the period for which th. 
lIurcharge WI. calculated. 

In order to .vold the impcMitiOll 01 ou 
mandatory meter readina date and to 
addre81 the problem identlfied b, 
Commi8.ion .taft the rollowins 
approach has been developed The 
resu1atioDlllet forth below treat. 
standard calendar month •• a biUlq 
period. 'I1le resu1ation. provide that 
meten of inCNImentally priced indu.trlal 
u.en shall be read on or before the lut 
day of a calendar month. but may not be 
reed any more than 10 da,. prior to the 
end of the month. Th. UmItation of 
meter readlnp to the lut 10 daya of any 
IHDth carrie. out OW' goal ofhavina 
incremental prlctn, surchatp. reflect •• 
closel, •• It admini.lratively fea.lble a 
.npplier'. COlli for the volum .. 
deUvered durtns the period for which 
the lIurcharsll I. calculated. 

Thi. approach will a1.0, we belleve, 
result in the least dillruption of current 
meter practice. that would be po8llible 
in order to achieve our goal of matchina 
acquillition COlli with .urchargea. Under 
the approach. meters of incrementally 
priced Industrial uaers may be read 
d1JJ'ing • 1~8y period of the month. 
Theoretically, at least one-third of the 
usen on any system are already belns 
read d1JJ'ing W. period of the month. 
Given the relatively small number of 
lIuch users on a .y.tem. we believe the 
rescheduling of meter teadingt of at 
most two-thirds of thole users should 
not be a significant burden. 

To implement this approach. a 
provision has been added to I 28:.501 
which requires that the MSAC of an 
incrementally priced indu.trial user for 
anyone calendar month be calculated 
on the balis of the meter reading made 
in the last ten days of that month. Meter 
reading. made in the flllal teo day. of 
any calendar month will be deemed to 
represent usage for that month. The 
alternative fuel price ceilings applicable 
for the calendar month will be utilized 
to calculate the MSAC'. and 'Uf(;harge' 
applicable to volumell which are 
covered by-the meter readings made in 
such period. 

As set forth in the regulatiolll 
promulgated in Docket No. RM79-21, the 
alternative fuel price ceilinss applicable 
for a calendar month will be published 
no later than the 20th dllY of the 
preceding month. Thus, end-users will 
know the price they potentially will 
have to bear for their \&Ie.of natural g88 
in any month prior to the beginning of 
that month, 

It should be noted that the first meter 
readingll made pursuant to the 
regulations below, in January, 1980, may 
reflect a tew deys at usage dwins 
December, 1979, which-would not be 
subject to being incrementally priced. 
Any such readings should be pro-rated 
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in order to avoid pricing non-exempt 
usellincremenlal .urcharge. for their 
u.e of,u prior to January 1, 1980. 

8 . Time Permitted for Exchanse of 
Information 

M noted above. the primary reason 
for the 20th of the month billing period 

C
repo.al will to permit .ufficienl time 
or the' exChB'Dge of information between 

.uCPUers and their customers in order to 
ca culate . urcharges by. the normal 
bUUna da.te for pipeline suppliers. 
However. many commenters stated that 
even 20 dayt-from the 20th of one 
month to the 10th of the next-would 
not be adequate for the coUectlon of all 
nece •• ary 'lnformalion and the 
CIIlculations needed to compute 
incremental pricing .urcharges. This 
view wa. expressed primarily by 
auppUen that serve a large number of 
indu.trial facilities for which surcharges 
will have to be calculated and wbo 
themaelve. receive gas from . everal 
.uppliers. 

However, tho.e ,uppliell which have 
e relatively .mall number of customen 
on their sy.tems that will be subject to 
the first pba.e oflhe incremental pricing 
program and who themselve. have a 
amall number of .uppliers typically 
atated that the exchange of information 
and calculation of .urcharges could be 
eccompli.hed within a 2O-day time 
frame. 

Two optional billing procedure. are 
described below which will, we believe. 
provide adequate time for the exchange 
or all needed information. In addition. 
they will allow us to adopl the less 
disruptive "calendar month" approach 
deacrlbed above. Either of the two 
procedures may be utilized in lieu of 
billin8 in accord with the time sequence 
set forth in the regulations, .Ince the 
regu.I.tion. will only provide 10 days for 
the exchange of information between 
the end of' a month and the typical 10th 
of the month billing date. 

INCAA was a primary apokesman for 
the Po.ltlon that 2f) days would not be 
adequate for all needed communication 
and calculation. 10 arrive el the actual 
,urchargea which must be blUed under 
the "reduced PGA" method.lNCAA 
,lao .ugge.ted a .olution to thla timing 
problem which appears to be workable. 
The Commi. aion haa determined to 
adopt INCAA's proposal with respect to 
aale. of natural gas made by interstate 
pipeline. to .. Ie-for-resale cu.tomer&. 

Under !hla method.-an interstate 
pipeline will have the option of billing • 
IIIe-for-rewe cuatomer a .webarge for 
anyone calendar month equal to the 
lurcharge e.timate which the pipeline 
ulad for the customer in order to derive 
the pipeline', currenUy effective reduced 

PGA rate. In the follOwing month, the 
bill rendered to that .. Ie-for-resale 
cuatomer will be adjusted by an amount 
10 renect the dlrference between the 
.urcharge billed the previous month and 
what that .urcharge ahould have been, 
aa calculated from actual waae ftgW1!s 
and actuel alternative fuel price ceilinas. 

Thi. method will have the effect of 
allowing .. total of up to 40 daYI for the 
exchange of information and calculation 
of .urchargea. The Commisalon believes 
thia time period .hould be adequate for 
the passage of required inform8'tion on 
even the most complex aupply .y.tem 
covered by thia Phase I rule. 

The regulationa below alao 
incorporate the alternativE: feature 
which Will included in the June 5th 
propo .. 1 with respect to billing by local 
diatrtbution companies of indu.trial 
boiler fuel facilities. Under thil 
alternative, a local diltribution company 
may bill any non-exempt induatrial 
boiler fuel facility II luppliea at the level 
of the alternative hlel price ceUing 
which i. applicable Ip the facUity, and 
adjuat the following month's billing for 
any reaulting overrecovery. 

With reapect to thla alternative, we 
have altered the final regulation. below 
lomewhat from the propoaal in that the 
regulations require any ovelTecovery to 
be refunded to the facility from which it 
was collected. Our propoaalindicated 
thlt state or local authorities would 
have jurisdiction 81 to theae refundable 
amounts. We have been persuaded. 
however. by aeveral comments 
,ubmitted on thil point that our 
reaulationa Ihould require a refund 10 
the party who paid the original amount. 
Otherwise. the optional billing 
procedure might result in inequilable 
treabn~nt of aome users. We believe 
that this requirement doe. not impinge 
on . tate or local jurisdiction. lince 
incremental pricing: surcharges are 
uniquely lubject to Federal jurisdiction. 

According to aU eslimatel lubmitted 
to the Commisaion lince it be,en 
conaidering implementation of Phase I of 
the incremental pricing program. from 
the inception and throughout Phaae l, 
,as acquiaiUon cosll aubject to 
pallthrough by incremental pricing 
surchargea wiU exceed the aggregate 
surchargea which can be palled through 
10 industrial end-usell which are not 
exempt from the program. Thw, 
induatrial uaen in mo.t cases will be 
billed aurchargea which bl'ins the price 
of gas up to the level of, the alternative 
fuel price ceilings. In ,II .Ituations 
where thia will be the case. the two 
optional billing procedure. described 
above, 81 compared to blUing. based on 
actual data •• hould not result in any 
.ignificant difference for affected end-

ul en with respect to the timing of 
payments. 

Furthermore, for those aystema aa to 
which all calculations can be made on a 
current basia, the regulations provide 
the flexibility for billings to reflect 
actual data. 

V. C.1c:uI.tioD. Required UDder the 
"Reduced PCiA" Approach 

The two formulae required to 
calculate incremental pricing aurcharges 
under the "reduced PGA" approach 
were let forth In the reaulationa 
proposed on June 5th. Each fonnula wae 
.et forth In a projected and actual 
variant. In I § 282.503 and 282.504 of the 
regulations, respectively. 

A. MSAC Formula 

The formula for the calculation of the 
maximum aurcharge a~sorption 
capability (MSAC) of an individual 
industrial facility WBI let forth in 
symbola in § i 282.S03 and 282.504. This 
formula will be utilized to determine the 
amount of IW"Charge which can be 
paaled through to a particular facility 
before the price of natural 8ae delivered 
10 the facility riaes to the computed 
price of the alternative fuel which the 
facility can use. 

Several commenten noted that the 
formula which wae propoaed on June 5th 
did nol include a variable for atate or 
local taxe. which would be applicable 
to the surcharge. The propoaed formula 
did encnmpasa .tale or local taxea 
levied on the price paid for volumea of 
naturalaal were it not for incremental 
pricing aurchargea. However. the 
formula did not Include a veriable which 
would permll appropriate adjuatment of 
the MSAC in thoae caees where a atate 
or local tax will be levied on the 
additional amount which will be 
repre.ented by the aurcharge. 

The Commi" lon agree. with the 
comment. which noted thi. point and 
bas adopted the changel to the propoled 
MSAC formula sU88elted by the.e 
commenters. Therefore, the formulae for 
, pl'!ljected MSAC set forth in I 282.503 
below and for an actual MSAC, set forth 
in I 282.504, have been amended from 
those which were propoaed by adding a 
denominator whJch will aerve to reduce 
the MSAC by any tax which may be 
levied on the .urcharge. Thua, the 
.urcharge calculated on the baais of this 
MSAC will be of an amounl that will not 
include the tax which will be added to 
tha .urcharge when It il billed to the 
industrial end-user. These formulae, 81 

revised. will ensure that natural,as 
co.lI to non-exempt usen will not 
exceed their alternative fuel coat •. 
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8. Prorotill8 0/ MSAC 
Many commenlers disagreed with the 

formula which was proposed 10 allocate 
a lotal MSAC of a purchaser/supplier 
among lit Hveral suppliers, With 
respect to volumel"of gu wbJch it either 
purchuel directly or produces itself. a 
plpelina company or distribution 
company could only take into .ccount 
under flae propolI!d proratina fraction. In 
proraUna the MSAC on It, .,.tem to it. 
varfoua .uppliers, tho .. volume. of Sa. 
which carry Incremental S81 acqui.itiOD 
cotta. However, the formula would 
pennit a pipeline or dl.trlbutor to taka 
into accountln the pronUna fraction aD 
volumes of sa. which It purchaH. from 
aD Interstate pipeline, irre.pectlve of 
whether .uell volume. can')' incremental 
acqui.ition co.lI, 

Interstate pipelines arsued that the 
aupply purchated from lOurce, other 
tbu interstate pipeline. and that .uppl, 
which I. the pipeline'. own production 
ahould not be limited to oo1y tho .. 
volumes which can')' incremental coat.. 
Several local diltribuUOD compani .. 
also arsuet that their total.upply ahould 
be utilized in the calculaUona. 

We have siven careful conl ideratioD 
to aU of the comment •• ubmltted OIl thi. 
queatioD. We have. however, 
determined to adopt the prorating 
fracUoa .. It Wat pror.:.ed. ror the 
realO"n. di.cu .. ed be ow. 

We recosnJ.u that our propo.ed 
formula involve. a different treatment of 
purchate. from other plpelinea U 

c:om.pared to direct purchaset or 
production of the pipeline in que.tioD. 
Our determination to adopt thi. 
approach II a consclou. one bued on 
admini.tratlva fea.ibllily. 

Sevanl commentert .tated that the 
propoRd formula would create a 
altuation where, on a total .,.tern. the 
exempt and non-exempt CUltomert of 
"downstream" pj,pelinet would end up 
bearilla more than their fair .hare of 
incnmeDtal,.. COIU aa compared to 
tbI c:uatOmert of "upttream" plpe:Uon. 
Stl.ted another way. tbne commenten 
arptd that the proposed formule would 
ruult in a ahiht.oI of "'Upttream" 
pipeline incremental sa. cost. Into 
"doWDItream" pipelines' PeA' .. 

We &pee that the prontins set forth 
lD the rqulatioal balow could effect 
auch a ~tuatlon lD the cue where the 
IDcnmental COlt. on a &yttllD ate I ... 
tho the MSAC OIl that &)'Item. 
Iicnnver. wheN the CODVM'H I." true
and. .a .tl.ted elteWhere in W. 
pnambl., the record in thi. proceeding 
lncUcalet that the converH .Ituation wiD 
be the JKJnD-4U non-exempt Ulan OD. 
aytlem will ba able to ablOrb a 
.un:hal'88 to the unount of their MSAC. 

without abtorblnJ aU the lncremental 
co. t. in~ by the auppUert on the 
• y.tem. Therefore .• U .uch uaers will ba 
.urcharged at the level of the alternative 
fuel price cerun, from the oullet of the 
program. Under our pronUns fraction. 
no one pipeline or di.tributor wiU have 
to absorb a grealer .urcha. from each 
of lit auppliers than ill' able 10 pa .. on 
to It. enstomen. 

However, under the approach urged 
by the commenllml, • pipeline or 
distributor would effectively .h1eld a 
portion of the MSAC on it •• y.tem. Tbla 
re.u1t would occur hecaUH the MSAC 
prontina fraction I. detl.gned to result to 
an amount which, when multiplied by 
the total MSAC on a Iy.tem. will 
represent the amount of the surcharge 
which a pipeline or local dl.tributlon 
company can absorb from,. given 
.upplier. If volum .. went included In the 
denominator of that fraction with 
re.pect to which no Incremental 
acquisition co.t. mOAt be recouped. the 
lerser denominetor would re.ult In a 
.maUer MSAC to ba reported to the 
.upplier{.). 

To the extent a pipeline or dl.tributor 
could .bield a portion of the MSAC on 
iu system, It would be able to price It. 
industrialUllen. on the aver'p, below 
the applicable altemalive fuel price 
ceilings. 

The ideal approach would be to ba .. 
the aUocation of MSAC' •• trict1y on 
incrementa] co.l. a .. odated with the 
volumes delivered to anyone pipeline or 
dl.trlbution company. 11:Ii., however. 
would require e reporting burden of 
enormou. complexJty and magrutude. To 
avoid .uch a burden, we have opted for 
an approach which nece .. Uatei a 
certain degree or approximation. 
Specifically, this epproximatlollinvolwtt 
the reportins ''up'' a Iy,tem of .upply 
the MSAC', of each level In the .y.tem, 
and the b1ll1na "down" the chain the 
incremental aurcbllfl'l b.ted on thOM 
MSAC' .. 

We believe the only .Itematlve to the 
approach deteribed here would be 10 
adopt the approach to the bllllng of 
incremental prlcinl.urc.barse. propoaed 
In the orl.sfnal January 12th .taff 
propotaJ....-i .... to compute .urcbarpt 011 
the bull of actual data. W. belleva that 
the comment. aubmitted in this 
proceedina. and especially on the 
January propoaal have e.labti.hed that 
a mechanltm baRd on actual data I. 
undeairabl. and thua not a viable 
altenutiva, 

The primary differences between. th. 
treatment of interstate pipeline. and 
local dI,trlbution companies In tha 
prorating fraction I, that local 
dl.bibutlon oompan1es will not be 
permitted to Include any volum" of III 

own orodu"""" "' ........ po !IIe_ 
No partloa of the prien or coata 
... oclated with sac:h produc::dOll .. 
required to ba boabd Into tM 
incrementallu coat. account aDd.
no portion of sucb..coats it aubject to 
pa .. throuah II a aurcharp to DGO
exempt indUltrlal facillde .. 

One commenter .vanted' tiat toc.al 
dJ.trlbutioD company producHOD be 
treated IdentlcaUy to interstate ptpeUne 
production-i.e .. thallncremental co,t. 
be Impu¥ there.o whlch wouI41h .. be 
pu.ed thioutb by wJ.J of 'urcharaea. 
Howaver. the Comml .. rOll baa foa 00 
provialoo to nde n wblah would leacllt 
to believe or conclude that die CoD&re .. 
intended. Identical treatment o[ the 
production of the two dilrerenhntnr .. 
under the rqWatioDl implementiJla nu. 
0. 

Specifically ... ction 203(b)(2} of fhe 
NGPA require. that the CommiNlon 
prelcribe rulet to determlae the "flrtt 
aale acqui.ltlon coau- of natural pa 
produced by an intentate pipeline. Scda 
"fint •• 1. acquiaition coall~ are thea 
used to determine th, poriion of the 
co.ts .ubJect to belDs paNed tbrouab .. 
incremental pdc1Da .urchupa.. 1ba 
Cof1Fe" dId DOt. 6owev ... &iva the 
Commi .. ion aImllar authoril7 wUk 
respect to the productioa ollocal 
di.tributioa ~mpani ... 

Thu •• lOcal dl.tributlon compania. 
will include all.uppU .. pwchued frOIII. 
interstata pipeliDa. and. all.uppHe. 
purchased from. other SOUI'CM wlUcb are 
within one of the catesoriu dnc:rtbed la. 
parasraph' (a) throqh (k) of I Z82.301lD 
calculating the volume to be uad In &be 
denominator of the pronUoa fractiOD. 

It la appropriata to DOta hera the 
requirement of aection. 2IM{c)(fo) of tba 
NGPA. Thit MCtioa .laln; 

s.c. .cXt) LOCAL D!STIUamOH 
COMPANY .DIRBCT PURaiA8II8.-Ia..,. 
caN Ia wbk:Ia • Local dilbiblldoa oo.pa., 
dI.rectly iDcurt ant flnt MIa acqWaIlioG COlt 
lubJt'<:t to the p&II~ requinImeIIt." . 
th1I title wader IM:doa 2m. otIIat ...... 
clJrectly Inc:un anJ otMr coat nb)ect to IUda. 
requiremeDbI..Ser RCtlGa .a)(l)(B), ~ 
01" (10), INCh local dlatrlbuu. ~ ...... 
with rnpec:t to the aaIIINl,.. bndwd." 
treated far poapoew 01 tkit ... _" .... 
uLDtentllt.ptp.Ima. 

Purtuant to thIa IICtIoa. 8DJ \ocel 
di.trlbutioa OOIIlpof that parma.. 
aatural S.a tM prtc. oI..taic::III .. 
Sovemed ." ntl.l vi Ibe NCPA_ 
male:" certa1D otber~ ncb_ 
pursuant to the,..watkm wIllch 
implement aectioa.'11 01 tbe NGPA. It 
deemed to be 8D totentate plpaUne wtda 
.fe.pect to thote parcIiaaea tor JNi'PC*ri 
of the incremeotal prk:lna prosi'" 
Thul. tueh a compuJ' mu:at book toto ttl 
accounta the portioa of dM CDIta of-=ll 
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sa. which i •• ubject 10 pallthrough as a 
lurcharge 10 non-exempt industrial 
uters and mUlt calcwate .wcltarses in 
accord with the regw.lion. set forth 
below. 

C. Estimoted Altemative FUel Price 
Ceilings 

Several coltlmente.n W'ged that 
alternative fual price ceUioss be 
e.timated and published at lome point 
this fall for the use of lupplier. in 
projecting MSAC. for individual D(JD. 

exempt indUitri.1 boilar fuel faetUlin 
and !hUl total MMC'. for d.iltrlbutiDD 
systems. Pipelinel will need thue 
e.timates in order to e.timate the 
amount by wlrlch their total proJected 
S8l ·aoqui.ltion COlt. can be reduced for 
purpoles of nuns reduced PGA ratal 
with thi. Commi .. ion by December 1. 

''''''' The Commlllion II .ympathetic to the 
",quul that aD official eltimate of 
altemative fuel price ceilingl would be 
helpfu] for the Initial eltimates required 
by the n!gUlatlonl below. However. 11 i. 
anticipated that. al lei forth in Doclc.el 
No. ~21, the Energy Information 
AdmirJstration (ElA) or the Department 
of Energy (DOE) will be the aseney 
which will publilh the alternative fuel 
price ceilingl on a monthly basia. We 
have Inquired of the ElA aa to whather 
ceillnle could be estimaled and 
publisbed prior 10 the pubUcalion of 
actual ceilin.a:s in mid-December for 
January, 1980. ElA ba •• tated thai It will 
Dot be pouible to calculate actual 
ceilings-I.e .. ceiling. ba.ed on collected 
data-any earlier than mid-December. 
Further. EIA believes any eatimate. It 
.mJ.ght undertake to calculate would be 
very Judgmenta1. 

Wa believe that pipeline COIDpanie. 
.nd di.tributioa companies will be able 
10 alcertain atle •• t aD .pproxhDlltion of 
fuel 011 pricea In their "Mce area. 
which can be utilized for the first aerin 
of e.timateL Thu •• the IOlution whieb 
appearl 10 be moal equl~ble to ,II 
parties concemed 11 to place the 
dilCNtion ill avery aupplier lubject to 
these rules to utilize estimate. of III own 
choice for the lint round of calculationa. 
Furth.rm.ore. .. explicitly set forth ill 
the rep.lationl..aD intentate plpeliDe it 
required to provide .a.iaw.c. to any 
local di.tribution compan)' it senw in 
maldni "limatea OD alternative fuel 
price ceillnp. if the diltribution 
company 80 requeItI. 

D. Flot Amount va. Per MGj Surcllarp 

Both the JanllAl)' .taft' proposal in thJ. 
docket and the JUDe propoaed 
,..wallo .. pnlVlded for tho calcula.oa 
"' ......... Ialpdclaa ~ .. 8a, 

dollar amounl,l. rather than on a cenll
per-Mel ba.I •. 

The Office of Oil and Ca. PoUcy 01 
the Office of the Aa.i.tant Sea'etary for 
Policy and Evaluation of the DOE 
.ubmitted in this docket an analy.ts of 
the effect or the two differi.nC methods 
on various URn on a diltribution 
.yalem. Th.t analy.l. cODcludel that the 
two methods do not have cliffermt 
effect. once all Don-exempl ule~ reach 
their alternative fuel price oei1inaL 

DwiDa: the Intervalln which some 
non-exempt lndu.trial end-uaen are 
below their alternative fueJ price 
ceiling., the two methock can r ... ub in 
dlHerJns effect •. End-utert which bed 
been payfns a lower rate, when 
compared to other uaen on the .yatem, 
prior to e.tabllahmeut of the Incremental 
pricins frosram would ab.orb a greater 
• hare 0 the incremental B" coat. borne 
by It. euppUea under the Oal4011ar 
.mount method. The .. end-usen would 
tbUi receive a comparatively pater per 
Mcf rate inczoease. ThOle uaeR which 
had prevlou.ly paid a higher r.te would 
ab.orb a Imaller portion of the 
incremental sa. coata. or .urcharse. 
borne by ill .upplier, aDd thUllncur a 
lower per Mel rate Increase. 

& noted by the 00E. however, thU 
difference doe. not exilt once all non
exempt usen retlch their alternative fuel 
price ceiliDa .. And. the fiat-doUar 
amount approach relult. in all uaen 
reachinJ! that ceiling at Hlt' .ame lime. 

Thia Comminlon agreea with the 
OOE'. analy.ts a. presented. However. 
we maintain our ori8lnal poIition with 
reapect to tbJ. queatioD. SpedficaUy, we 
believe that a per Mel approach would 
be unduly complex &om an 
ad.mfni.trative point of view and that 
the beneflll of that approach do not 
Juatify III burdena. The cents-per-Mel 
approach would involve much mora 
complex celculatioa, than are required 
for the approach which ha. been 
aclop,"- Only 011. other comment in this 
docket di.en.ted thia point. and stated 
that a Cl!Dta-per-Mcf approach could 
cripple th. prosram. 

AI the DOB analyala lndlcetea. the 
two methods differ OIlIy wheD. 
iDcrementalp. coala .,.1 ... tban the 
ab.orption capability of a particular ,,.tem. ~ ataled aLaewhere in du. 
preamble, all da .. aubmltted to date ira 
this dockat iDd1cate. that DOD-exempl 
indu.trial boUer fuel utera will be priced 
at the alternative fuel price celJinca 
upon implementation and thoushout 
Phase J of the prop.m.. U experience 
UDder the program Indicet .. that the 
phenomeDOD wl)'Eed br OOB ill in 
practice a aeriOUll problem. .. Ihall 
nview the Dat-dollar IJIJl'Cba.rae 
approadL 

VI. Exemptiou 

A. In General 
Pursuant to sectionl 206(a), (b) and (cl 

of the NGPA, natural ga. Uled by small 
existins (a. of November 9.1978) 
indultrial b9iler fuel facUties. 
agricultural UseR • • chools, hospital. and 
certain other facilitie. is exempt from 
bel", 1ncrementaUy priced. 

Although theae exemptions are • 
sranted by the lerm. oC the .tatute. there 
.till remain. the neces.ity of identifying 
preci.ely which facUities qualify under 
tha catesorie ... t forth. The Comrni .. ion 
proposed in the June sth Notice to 
untillze a aelf-certification procedure for 
this purpo.e •• Imilar 10 the .elf
certification procedure to be used lor the 
e.labli.hment of the alternative fuel 
capability of an lndustrial facility, 
included in the resuJation. In Docket No . 
RM7&-21. 

No comments critic.iied thil approach 
for the Identification of exempl facilitiel. 
Thul. ·the exemption affidavit procedure 
that W8. propoled has been adopted in 
.ubatanee in the final regulations Bet 
forth below. 

The procedure involves e.lenliaUy 
two atep • . To minimize the burden on 
IndUitnal end-u.era, a natural gal 
supplier i. required 10 fint identify from 
ita record. which facilitie. served by it 
are indu.trial boiler fuel facilitie&-that 
i •• induabial facilitiel which burn 
natural S" .. boiler fuel. The aupplier i. 
then to identify from ita records, if 
poslible. which oC the.e faeilltiea meet 
the IWO-proll8ed telt for an exiatill8 
amall boiler. or. iD other WOrdl, an 
exemption ptu8uant to the term. of 
8eCtion :lD6(a)(l) of the NGPA. The 
.tatute prelcribe. that e .mall boiler 
facilily i. one wbich was in exi.lence on 
the date of enac.tmenl of the NGPA
November 9. 197&-and which did not 
use more than an ave~e of 300 McC per 
day or natural S81 as boiler fuel during 
any mooth of a b .. e period .elected by 
the Commi.uioD. 11le Commiaaion h .. 
determined to un calendar year 1977 a. 
the appropriate ba.e period for purpose. 
of thl. ao-calIed ' 'interim exemption" for 
.m.aU boiler... 

If a .uppller can make the above 
delerminationa from ita recorda, it need 
not .end an exemption affidavit to a 
faclUly thUi deterimlned to be exempL 
The natural ga. luppller I. required to 
.end an exemption affidavit to aU other 
indu.trial boiler fuel facilitieli which It 
hal identified in reviewing it. customer 
IUL 
B. Exemptlon Affidovits 

The exemption affidavit ha, been 
delisned by Commi .. ion .taff and must 
be uoed by IUpplien .. fulfillins their 



Federal Regiller I Vol. 44, No, 195 I Friday, October 5, 1919 I Rules and Regulations 

responsibility under the regulationJ. 
Copies of the affidavil are available 
from the Commission's Washll18ton. 
D,C. Office of Public Infonnatlon at 825 
North Capitol Street, N.E., Room 1000. 
Waahlnslon. D.C. 20426, or upon a 
telephone request The telephone 
number of this office II (202) 357-a055. A 
copy of the nnal version of the 
exemption affidavit i. appended to this 
preamble. 

One commenter 'U88ested that 8 

que.lion be added to the affidavit to 
permit an Indusbial user to certify that 
aU of It. natural gas i. unci for exempt 
commercial purpose •. We agree with 
this comment and recognize that a 
supplier's records might not Indicate 
what otherwise would appear to be an 
Industrial boiler ruel facility il not IUch 
a facility, 

Therefore, a question has bun .~,r.decl 
to the affidavit which will ,permit a 
natural gas user to establish via the 
affidavit procedure that hia facility i. 
not an Industrial facility, a. defined in 
the regulationl below, which burn. 
natural gas as a boiler fuel. 

One commenter sU88ested that the 
regulationa require that all affidavits be 
returned to natural gas luppliers. We 
propo.ed to require return by only those 
users who art! entitled to an exemption 
In whole or in part from the incremental 
pricins program. Usera not eligible for 8 
total or partial exemption would not 
return the affidavit. to their .uppllers. 

The Conunb.lon hal given careful 
consideration to thi. aspect of the 
exemption procedure and has 
determined to adopt the approach which 
was proposed. We believe thia approach 
Is conlillent with that of other program. 
which provide for exemptions-that 
only thole desiring the benefit of an 
exemption Ihould be required to 
complete lome form of an application. 

Further, lince we are eliminating the 
annual reaffumation requirement with 
respect 10 exemptiona (.ee discussioo 
below), thil approach ahould not place 
an undue burden on any natural gaa 
u!er. 

The June 5th proposal contained 
provlsiona which would have required 
natural gas luppliers to make copie. of 
executed exemption affidavit. avaUable 
a! their business office •. In addition, 
suppliers would have been requirt!d 10 
make available to the puhllc Ii.ts of non~ 
exempt facilities which they are 
required to compile ana file with the 
Cornmillion. 

Many commenters objected to any 
re8ulation which would require natural 
gas supplien to make available to the 
public Information on the exempt or 
non-exempt facilities served by that 
aupplier, The Commission h .. been 

persuaded by the comments aubmitted 
on thi. topic in both this docket and Its 
companion, RM79-Zl. that thia bUrden 
• hould not be placed on natural gaa 
luppliers. Therefore, we bave amended 
all provialoDA on public availability of 
luch Information. 

Natural gaa .uppliers will be required. 
bowever, to send cople. of the DOO· 
exempt Ii.ts requited by • 282.204(e)(2) 
to atate or local commillion •• in 
addition to this Commi'llon, In all thOIM 
inJtancea wbere auch con:uni .. loDl exi,t 
baving appropriate regulatory 
juri.diction. Then Iilta will be available 
for public inspection at th. 
Commilllon'a Wa.hington. D.C. Office 
of Public Information. State or local 
commi .. lona which receive such Usia 
may al.o make them available for pubUc 
inspection. if they ao choole, 

Some commenters also expressed 
concern about the divulgence of 
confidential bu.inesa information if the 
exemption affidavita art! open to public 
inspection. The Commis.lon does Dot 
believe that any of the information 
which wiD be included on the exemption 
affidavitsi. of a confidential nature. 
However. if any party completing an 
affidavit believe. differently, he may 
petition the Comminlon under the 
regulation. which implement lectlon 
502(c] of the NGPA for an adjustment to 
the regulation. govemina public 
inspection of exemption information. 

C. Reaffirmation Affidavit. 
The Commission proposed in the June 

5th Notice to require that exemption 
affida\tils be updated. or reaffirmed. on 
an annual basi •• as a means of 
Identifying those faciliUe. which no 
longer u.e gal for a Itatutorily exempt 
purpoae. The CommlnioD believes such 
facilities should not be entitled to retain 
their exemption. from the incremental 
pricing program. 

Although It was proposed to require 
that reaffirmation affidavit. be rued OD 
an annual basi .. commen" were 
apecifically requested on an alternative 
approach of requiring end-u!ers to 
inform their auppliers and the 
Commisaion of a change in 
circum.tancel which would disqualify a 
facility for an exemption. 

The majority of comments addressing 
tbialS9ue Itated that the annual 
reaffinnation procedure would be 
kdminfstratively burden.ome. They 
further Itated that requiring the end-user 
tn notify Ita luppUer and the 
Comm19Slon should the use of the 
facility change from an exempt 10 a non
exemptstatul would be lufficient to 
accomplilh the de.ired goal. One 
commenter noted that naturalg .. 
.uppliers are typically familiar with 

!beil' customers and would know if the 
owner of a facility was not conductin8 
hims.lf wi!b candor • 

Th. Commi.sion is persuaded that the 
annual filins of a reaffumation affidavit 
is not Decesaary for .ueeel ful operation 
of thl. program and that It would plac. 
an unnecellary burden on Industrial 
users of natural 8as. Therefore, the 
regulatioDl aet forth below includ. a 
provilion. I 282.205. w~ch require. an 
indultrial user of natural gas to inform' 
it. natura.! gaa aupplier and the 
Coauni"ion if the use of a previou.ly 
exempt facility changea so that the 
facility .hould be incrementally priced 
with respect to llac boiler fuel use of 
nalw'algll. Following such notification. 
of course, tI.s fecility will be billed 
incremental pricing surcharses in 
appropriate amounts. 

Among the comment! on this iuue 
wal a aU88estion that, if a change of 
circum.lances regulation wal adopted 
in lieu of the reaffirmation requirement, 
the regulation. include a sanction for 
non-compliance. We believe such a 
provi.lon I. unnecessary, but note agaill 
th .. civil and criminal penalities which 
may be levied under .ection 504 of the 
NGPA for noncompliance with 
regulation. which implement the NGPA. 

D. AgriCultural USB 
Section 206(b) of the NGPA require. 

!bat the Commluion provide an interin. 
exemption from !be regulations adopted 
In Phase I of the incremental pricing 
program "to the extent of any 
agricultural u.e of naturalgu" by an 
industrial facility . This interim 
exemption i. to remain effective until 
such time as the statutorily required 
"permanent exemption" for agricultural 
use becomes effective. 

The provision of the June 5th propo!ed 
regulationl which provided for the 
agricultural ule exemption WII 
• 282.203(b). The definition of 
"agricultural use" was set forth in the 
proposed I 282.202(5). Thi. definition 
waa 10 be utilized In conjunction with 
the exemption affidavil The deftnition 
propo.ed wal a. follow!: "Agricultural 
use" mean. any use of natural gaa 
which I. certified by the Secretary of 
Agriculture under 7 CFR I 29(1),3 al an 
essential agricultural use: pursuant to 
.ection 401(c) of the NGPA." 

Several commenters argu"'!d that thie 
definition Ihould be broadened- to be 
eonaistent with the deflltition of 
"agricultural use" contained in !ection 
200(b)(3) of the NGPA. The commenters 
pointed out that the 206(b)(3) definition 
I. different from the definition of 
"ellential agricultural use" .et forth in 
lection 401{f}(1) of the NGPA. In that the 
latter definition, while encompusins the 
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.ame end U.eI of naturel 8as. requires 
the Secretary of Agriculture 10 further 
define the agricultural ules of natural 
,al which are ' 'necessary for full food 
and fiber production." 

Th. commenletl argue that the 
Secretary of Agriculture'. rule, which 
determines essential agriculture utes. 
was intended 10 be used for curtaUmmt 
prioritiel ~,and.not for purpote. of 
delenn1ning "any aancultural u.se" 
under HCtion me(bJ of the NGPA. ODe 
commenter DOted that the Secretary of 
Aarlculture. ill the preamble to the ftna1 
rule which certiflel essential agricultural 
uln. expres.ly recosnued thai the rule 
".hould not be con.tnled .. any 
indication of what t. or I. not an 
'agricultural UN' for pW'POle. of other 
Metion. of the NGPA., notably aection 
206." (44 FR 28784. May 17. 1m.) 

Furthermore. one comment poinled 
oul that the language uled in the atatute. 
In the Statement of Manqers. and In the 
floor debate. con.i.tently maintainl a 
eliltinCtion between "any agricultural 
u.e" for pwpolll of incremental priclns 
and an "e.lential agricultural uu" for 
purpo.e. of curtailment priorities in 
section 401. of the NGPA.' 

The American Textile Manufacturer'. 
In.litute (ATMI) argued thaI the use of 
natural gal II a boiler fuel in textile 
manufactUl'ini operationl .bould be 
con.idered an "agricultural u.se", .ince 
the manufacture of textile. (inaofar .. 
natural fibers are involved) I. "natural 
fiber production and proce"iDB", 

A TMJ noted that. in the Department of 
Agriculture'. final rule. the Secretary of 
'Agriculture determined that the textile 
indu.try waa not included as an 
easential agricultural Ole because, 
although It would be "e1iBible for 
consideration on the basil of beins a Ule 
for natural fiber processing." such use is 
not "necessary for full food and fiber 
production." (M FR 28784, May 17, 19'79) 
~ A TMI pointed out. the initial .la88 

of textile manufacturing involves the 
proceaains of fiben (including natural 
fibera) for the produclion of fabric by 
aplnning and weavJ.ns or ~itting. In the 
next stage. moat textile fabrics move 
through flnishin8 mill. for purposes.of 
adding characteri.tics such a. color, 
napping. non-flammability. eftale 
fesi.lance, and water repeUency. After 
this procell fabrics are in a form IUch 
that they may be uaed in manufacturing 
other products. 

We haVl! carefully conaidered these 
comments and have detennined that the 
deflllition of "qricultural use" ptOpoeed 

's... ..... HJt. .. No. .tPu. II5Cb CoI!f.. Zd 
..... 1or.-to:t. tU-tU (117'): 124 Cotw.1I«- su . ., 
(d.Uy teL SlpL 11. lW.) (Nmub oIS11l. 
T.IJn·dae). 

in I 282.202(5) .hould be revised. ThUI, 
the defiNUon of "agricultural u.e" 
(Im.202(a) in the final ~ation.) hal 
been revlaed to include. in addition to 
!be "essential aJricuJtural UIeI" Ht fot1h 
In 7 CFR 2900.3. the use: of natural gal in 
textile operation. to the extent It I. uaed 
for the processing and fhd.hint of 
natural fiber Inlo a Ulable form, The 
reviled rquJation. reflect the 
Commlllion'. belief that the 
Dll.nufacture of end products .hould not 
be included a •• atate of "'natural fiber 
Pf'OCeIltns"· 

The replatlon. below Ilftd the 
exemption amd.vit set forth the SIC 
code. applicable to the textile 
manufacturing operatton. which we 
have detennined should be eligible for 
an interim agricultural use exemption 
from the incremental pric:ina prosram, 

E. Interim Exemptions 
Aa noted .bove, the exemptionl 

herein deacribed for .mall exi.tins 
boilen and for agricultural usen are, by 
the terms of the .tatute. "interim 
exemptions." Section 206 of the NGPA 
requires that no later than May 9, 1980, 
permanent exemption. with regard to 
these two catesories of boiler fuel ulen 
be adopted by the Commi.sion. 

The permanent exemption for amall 
boilers mUll be de.igned to thtit the 
entire class of boilers thereby exempted 
are those which were in existence on 
November 9, 1978. and whose total 
ul8ge of natural gas a. boiler r..:1 In 
1977 represented only 5 percent of the 
total volume of natural gas tranSpor1ed 
by interatate pipeline. and uaed In 1977 
as boiler fuel. 

The permanent exemplion fot 
agricultural ule Is not to be available to 
those agricultural usert that the 
Commission determines have an 
alternative fuel or feedstock which il 
economically practicable or reasonably 
available. 

It is self-evident that the regulation. 
regarding permanent exemptions for 
small boilers and agricultural users may 
well alter the eligibility of users which 
may be able to oblain exemptions under 
the "interim rule .... Thus, any UHr who 
obtains an exemption under the terms of 
the interim rule. Ihould not assume thlt 
the exemption will necessarily continue 
beyond May of 1980. 

The Commission intends to begin Its 
effort to implemenl the statutory 
provisions regarding the permanent 
exemption. in smple time to meet the 
Msy 9, 19110 .tatutory deadline. 

F.OIMrEx~ 

In the June Notice, the Commiaaloa 
announoed that It inlended. to iI.H 
within a few week. a Notice of 

Proposed Rulemaking to deal with 
boilers of the size granted a .tatutory 
exemption from the Incremental pricing 
program--300 Md u.age per day or 
le .. --which have been con.tructed 
since the date of enactment of the 
NGPA, (By il. term., the .tatute grantl 
an exemption only to thOte ".mall" 
boU., f.cllitle. which were in exl.tence 
on the dale of enactment.) 

It al80 wa. announced in the June 
Notice that three dockets had been 
ealabli.hed to receive oonunentl on tbe 
qUeition of whether a rulemak.lng 
proceeding should be Instituted 10 
addre .. three other clu ... of 
exemptiortll: (1) for lO-C8lled "Ioad
balanc:tns" facilitie. wh!ch bum all a. 
their altemaUve fuel; (2) for "load
balanclna:" faciUUe. that bw-n coal •• 
their alternative fu.l; and (3) for entire 
.tate. whoae fltemakJ.ns practices 
accomplilh the .ame goals as the 
Incremental pricing program hereby 
e.tablished. 

Many commenters urged that aU of 
thele exemption question. be anlwered 
a. lOOn II pos.ible .• 0 that pipelines 
and di.tribulorw can determine exactly 
which customers will be .ubject to Ihe 
regulation. below, and.o thai pipelines 
can accurately predict the amount of 
.urcharge. their non-exempl customers 
wiU absorb and thus calculate the 
amount by which their PGA rates .hould 
be reduced. 

We are sympathetic 10 the requesl. of 
pipeline. that they be able to enter into 
Ibe calculations required for the new 
"reduced PGA" approach with .ome 
degree of certainty. We will proceed as 
rapidly II pOllible on all oUlslandins 
questionl. but believe that some 
estimating will be required by bolh 
pipelinel and distribution companie •. 

As announced. we are iSluing the 
Notice of Proposed Rulemaking in 
Docket No. RM79-48 with respect 10 
new small boiler facilitiel. We will. as 
slated in that notice, hold a public 
hearing on the proposal as part of the 
public comment procedure and 
anticipate promulgating a tmaJ rule 
early in November. That tlllal rule will. 
as i. set forth in the Notice of Proposed 
Rwemaking. be subject to Con.gressional 
review. 

We alia are inuin.g nolice. in Docket 
Nos. RM79-45 and RM79-46 staling that 
rulemaking proceedinss will not be 
instituted in either of those dockets. The 
rationale for our determinations in each 
are set forth In the respective noticel. 

Finally, by notices of Ausust 22. 1979 
(44 FR 50063, Augult 21. 1979) and 
September 10. 1979 (44 FR 53178. 
September 13, 19'79), we extended the 
comment period in Docket No. RM79-47, 
A. we have .tated previou.sly. we 
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beUeve ltatea caDDOl make informed 
comment. on the ~'*ttoD of ,tille-wide 
exemptioDlUDtil they bow th. detaila 
of the,..w.-. adopted In 1hI, docbt 
_14J aod Ito _oo.llocbt 
No. ~ both of which .,. luued 
tocbl,. A NpU'llta DOtlcI will be luued 
I.D the DNr fuhn ltetiq the ct.te until 
whleb com",..," wt11 be accepted In 
Docket No. JUDl....47. W. Intend to 
move exped1tioualy Oft Docket No. 
RM78-47 0DCt ~ period for receipt of 
COIIIIDeDtII bat dOMd. . 

MID.J oommenm. wpd that II all 
axemptioa queatiODl could DOt be 
auwend c:oncurrently with adoption 01 
nplatlODlln Dock,t Hoe. RM78-t4 and 
RM7I-21. provtolo .. be Included In the 
reIulatioulD thl. docket (RMi'8-14) to 
permit interim exemptiont. It w .. 
arped that IIlCh exemptlqnt ahould be 
aUowed until flnaUuUon of the 
Comml • • ion', po.ItiOD on outltand!nt 
exemption que,tiona. provided the 
OW1*' of the facillty de.trtna the 
exemption Bled. bondor undertakina 
in an amount •• tabU.hed by the 
CommJ .. IOD to caver luU,bUlty thould 
th., facilIty ultimately be determined DOt 
to be elJsible for an ",emptioD. 

w. have Biven .. riOut collllderatlOll 
to the conce,t of an Interim exemption. 
but have determined Dot to lncorpor1lttl 
IUch • procedure In th. regula tiOIll 
hereby adopted. W. L.ulev. an interim 
exemption procedure wouJd creale the 
potential for.buM and that high priority 
and exempt tndUitri.1 uera. al well .. 
other non.exempt Indul trial uert, mJaht 
never be made whole If It were 
ultimately found that an interim 
exemption had been unJuIUfiably 
obtained. 

AI we have Itated previoully. any 
party may file for an adJultment of any 
of the reauiatioD.l below under the 
procedUl'M set forth in f 1.41 of the 
Commi .. lon'l regulationl in Title 18, 
Code of Federal Regu1ationl. Thele 
regulationllmplement IIclion 502(c) of 
the NGPA, .. It relatel to exceptiona to 
certalD NGPA regulatlonl. 

The Commillion hu the capability of 
procell-IDS f 1.41 petl tlonl rapidly and 
bellevel ·that II will be able to handle 
any IUch petitiODl whJch arill due 10 
the regu1aUoD.l below in an expeditioUi 
and equJlable manner. 

VIL SuhmetorlDs 
A. Proposed Treatment 

The June 5th Notice ducribed t6e 
background o( the Commiliion propo .... 
incorporated therelD 10 require that 
volumu of natural gil ued for exempt 
purposel within an Indu.trial boUer fuel 
faciUty be menured by .ubmetera ID 
order not to be incremenlally priced. 

Under the propoaed procedure. exempt 
volum .. could be deWmiDed b,. 
IUbmeteriDt lither exempt or 
nonexempt voIUIDH, If the vohune of 
exempt uqe would thu be bued 011, 
yerifia.ble meter read.lnp. 

The aubmetarine projJoea1 wu baNd 
on the (o1IowiDI OOIDChlllooe.: that 
pmaldenble tn-plant lubmeterm, 
already La belna door. that aubmetere 
can be purch .. ed and lnatalled at 
naaooab1e coat aDd that abe alternative 
of uaIna nUmatet OD a Jona.term bull. 
with verification of aame performed bJ 
data veri.Bcalioo comm1lten. wu DOt 
vlabl .. 

The June Notice aho NIt forth the 
Commluloo'l beUef that end-u.aere 
ahould own and bear the coat of 
lubmetera. .1noa the. ertd-UHf'I will 
benefit &om lubmelera in thai 
IUbmetert will permll them 10 obtain IJI 
exemption from incremental priclna for 
a portion of their natural gal 
CODlumptiOn. Further. the Comm.f .. lon 
concluded that ownerthJp by end-uert 
wowd maximize tha tax benefitl whJch 
would accrue from naw lnatallatiODl of 
lubmeten. 

AI one alpact of Itl propoaaL th. 
Commi .. Jon indicated that it might be 
neceaaary to rely on eatimatet ID th. 
ahort-term. In order to allow tim. fot abe 
lnatallatiOll of aU lubmelera which 
would be required. 

B. Comment. Received 
Conaiderabla comment on 

aubmelering wal received both at tha 
June rI, 1979, heartna in thtt docket and 
In the written commentl lubmitted ID 
re.ponse to the Notice of ProPOled 
RulemaldlJ8. 

Numeroue commentera let forth the 
argument that .ubmeterlna: .bowd nol 
be mandaled until the regulation. 
implementina Phaae U of the 
incremental priem, program are 
finalized. lince tho .. rules may obviate 
the need (or many ,ubmelera whJch 
would be inltaUed for Pha .. I purpoaea. 

Further. lev.ral partiel exprel .. d 
aerioul cc..ncem whether tha numher of 
metera required cowd be oblained and 
in.talled by the propoaed Incremental 
pricing implementation date of JanuU)' 
1. 1980. 

Several commenlera argued that 
naturalg .. Uled for a non-boller fuel 
purpose 11 exempt from incremenlal 
pricing by the term. of the slatute Itlelf. 
Therefore. theae commentera argue. end
Ulers should nol bave to bear any co.t 
in order 10 receive the exemption from 
h.igher pricel. 

The COlt lind adminstrative burden 
whJch would be impo.ed on the natural 
888 industry and indUitriai conaume,. 
by • lubmelertng requirement wal 

dlacuued axteDaJvely. Several 
commentera provided .taU-tical data 
and coat alUmatn fOl' aubrMterlnl: in 
.peciftc lnataDcea whJch iDdicate that on 
avarqa. th. unli co.l par maier. 
iDdudlna aite pnparalion. related 
plptnc. ate.. may be aboot 110.000. or 
twice the atUmate .. I forth in the Juna No".,.. 

Further, 11 wa. pnerally claimed that 
the extent of ID-place lubmeterina: La not 
Dlarl,. .. widelpread al envl.loned In 
the Notice. Some commente,. alleged 
that raqulrtDa lDatallalion of lubmetera 
wW IiDpair elforta to market natural g .. 
and ma,. Induce IOma boUer fuel u.aera 
to foreso uLna:.natural gaa (where IUch 
DM 11 a small fraction of total UN). 

Som, commentera arsued that 
raquiriDa aubmetera (paid for by th. 
UMf'I) wquld rai .. the COlt of gal above 
alternate fuel coati. Commenlera a1ao 
.taled that in lOme inttancel it it 
phYlically and/or economJcally 
impractical to lnataU 'Ul.ometera. due to 
the configuration of the particular 
induetrlaJ fadUti .. in queslion. WheN 
by-product gaMI from other praeelael 
are mixed with natural g'l ID order to 
fuel a boller. it wa. argued thai it would 
be moat difBcuJt,1f 001 impolalble. to 
lnatalla aubmeler which could mea.UN 
the volume 01 natural 8'1 thut beins 
DIed. 

A1ao. commentera argued that in the 
lnatancel where the boller output (Iteam 
8lld/or electricity) it used for both 
exempt (Iuch al qricultural) and non
exempt PUlpOll" .ubmeterina would be 
Ullin' becauae other technJques mUit 
be employed 10 determine tha exact 
exempt 8lld non-exempl volumes. 

Further comment wal offered to the 
effect that even if .ubmetera already 
exllt, or are .ub .. quenUy In.talled. it 
doea not follow axiomatically thai .uch 
tIlelara are luitable for billlnj: purpose .. 
The eutomer and the lupplier might 
have differtna requirementl on IUch 
facton a. prellure. temperature and Btu 
correction'. Other problema whJch we ... 
noted Included the probleml attendant 
10 reguJar verification of the meter. 
whJch party would be responllb1a for 
feadina and upkeep of the meier. etc. A 
number of commenlera 0PPOl ed our 
tentative decillon that end-Ulera .bould 
bear the COlt o( lubmeteJina. 

Many or the commentera who 
0ppoMd a mandatory lubmetering 
requirement proposed in the alternative 
that exempt or non-exempt volumea be 
determJned and allelled 10 by qualified 
engineera on a monthly basil. or that 
.uch volume. be determined by 
qreemeot between the luppUer 8lld the 
purch.llr. Thola commenlera which 
ursed the UII of eatimatel argued for 
certified lubmlliloni rather than the 
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formerly advocated Ule of data 
verificstion com.m.Ittee •. Some 
commentera .ugse.ted that curtaUment 
cale data be ued 10 detennine the 
volume. of exempt and non-exempt 
purchase •. 

A few commenlera believed thai the 
propo.al rai.ed • "Catch 22" problem 
with respect to .man boilers. These 
commenters Interpreted the regu1.donl 
to require imtaUaUoD of a .ubmeter in 
order to obtain .n "under 300 Mcf per 
day" exemption. Commenten noted that 
once the low u.age wa. e.tabll.hed. 
however, the .uhmeter would no lonser 
be needed. .ince the facility would be 
exempt from the prognm. 

C. TrtJOtment Adopted 

Based on our C'11lNnt knowlecJae 
regarding .ubmetertns, the Commi .. ioo 
believe. the approach of requirins 
installalion of .ubmetera I. the only one 
available to In.ure Implementation of 
the program In the manner which w .. 
envl.loned by the Congre.L 

We are persuaded. bowever. that it it 
appropriate to exlend the .ubmeterinS 
requirement until .uch lime .. the ICOpe 
of the Phase 0 regulatlona of the 
incremental pricina program I. 
e. tabU.hed. W. cannot DOW .peculate 
on whethir the yet-Io-be written aection 
202 rule will reduce the need for 
.ubmeterin& That rule may even expand 
the need for .ubmelera. 

The Pha .. 0 regu1atlonl, required by 
section 202 of the NCPA. mut be 
.ubmltted to the Congre •• for U. review. 
By the ,taMe, the Congreaa mu, t be 
allowed 30 day. for review, which I. to 
be 30 day. of continuoUi .... Ion .. 
defined in the .talute. In order to allow 
ample time for 30 day. of continuou. 
session followtns May 9. 1980. and to 
allow for a period of time for the 
purpose describe-d below following that 
date, we have determined to require 
installation of sl1bmeters by November 
1.1980, unlell the Phase U regulations 
make alteration of that requirement 
appropriate. 

If Congress .hould diaapprove the 
Phase U regulations which the 
CommJlIJon must promulgate, boiler 
fuel users would bave • period of at 
least 30 daya, baaed on our calculaUon., 
in which to in. tall needed submeten. A. 
let forth in the regulation. below, a 
purchase order for the required 
submeters would .atisfy the November 
1. 1980 installation requiremenL 

Therefore, the regulations below 
pennit the use of estimates and/or 
supplier-customer agreements until 
November 1, 1980. Absent the 
installation of operational .ubmeten by 
November 1. 1980. or the acquisition of a 
purchase order for , ubmeten by that 

date. all volumes .old to a oon-exempt 
induttrlal boiler fuel fadUty on or after 
November 1, 1980. will be deemed 
aubject to Incremental pricin& 

We .ccept that the e,Umete on the 
co.t of •• ubmeter which wa. included 
in the 'une 5th Notice may not baYe 
been illUitraUve of mo.t .Ituationa and 
therefore may have been lower thaD 
what th. co.t generally will tie. 
However, even acceptina aD •• timat. 
twice that of oun. and not taIdne btto 
account the off.ellinB tax benefilll. the 
payback term for .uch bt.taUatioDl 
would be only .bout100 day. ror • 
customer which thereby received a 10 
canlll per Mel reduction in the coat of 
8a, for exempt use. of approximately 
1000 Mcf per day. 

The pnerally .hort payback tim .. 
which re • .onably may be expected. and 
the advantage of bavlna exempt and 
non-exempt volumes determined on a 
uniform "asislo the greatest extent 
possible. In our opinion justily the 
requirement for in.t.lI.tion of 
submeh.:I. 

We believe that the capital co.t of 
submeter Inalallatlontahould be bome 
by the consumer, .Inee aubmelerJns will 
seJ'\le to quantify the exempt volume. 
entitled to lower rates. We have oot 
.ddrelled the question of who .hould 
actually own the .ubmeler. and thus 
leave th.l. que.tlon to the contumer and 
. upplier. or the regulatory body which 
has jurisdiction. We further believe that 
.ubmeler installation. should be .ubject 
to the natural gas .uppller'. accuracy 
and safety .tandard • . tecurity control 
and aeee .. a. needed for read1ns and 
maintenance. To do otherwise would 
create the potential for undue 
diacrimination agBin.t other conaumers. 
However. none of the Commilllon'a 
views on these queltion, have been 
included at mandatory requlremenllllo 
the regulation •. These question. are thua 
lert to suppliers and coatomen to 
resolve a. I. appropriate and workable. 

Thi. CommllllQn ha. determined that 
the long-tenn ute of estlmates would not 
be a viable regulatory approach for 
estabUshlng volume. of ga. used for 
non-exempt purpoR'. The primary 
weaknell In the use of e.timate. I. that 
a .trona modvadon would exist to 
eatlmate low for non-exempt 
consumption (and therefore high for 
exempt con.umptionJ. 1t la equally 
apparent that a multiplicity of 
eslimatins techniques would be 
employed. reflecting both the 
preferences of numerous Individual 
estimators and a wide variety of 
individual fact situationa. 

Similarly, .uppliers and their 
customen could be ,trongly motivated 
to agree to low non-exempt volume 

flsuret •• loce by .0 doi..n8 co.1II Ib.t 
otherwise would be bome by 000-
exempt .. Ie. w()uld be .hifted to others. 
Including cu.tomen of other di.tributOl"l 
and other pipelines, and In other .tateL 

Further, w. foresee alarp 
verification burden If either tha 
englneerina estimate or the .eller-buyer 
,,"ment approach were adopted on a 
lona-term ba.i,. By requiring the 
bt.tallation of .ubmeten, we believe 
questions of motivation will be Iarply 
.voided and verification burdens will be 
... lnlmb.d. 

The use of curtailment caM data to 
determine exempt/non-exempt 
breudown. would not be approprlata. 
In moat in.tance., .uch data reflect p .. t 
baM period condition. and In our 
opinion should not be aeed a. a basia 
for C'11lNDt bll.linc.-

AI .tated .bove, e.timates or 
,upplier/cu.tomer agreement. will be 
utilized for the period January 1. 1980 
through October 31, 1980. The 
regulation. below provide that a. of 
November 1, 1980, all volumes claimed 
to be used for exempt purpose. musl be 
bued on appropriate .ub~ter 
re.dins'_ W. believe that even in those 
.itu.tions where a mixed .tream i. fed 
into. boiler. or where the output of a 
boiler I. Uled for both non-exempt and 
exempt purpo .... the installation of 
aubmt:len would .Id in arrIvin& .t • 
more accurate estimation of the nOD
exempt uage. We therefore encourap 
in.tallation of aubmeten .t .trategic 
poinlll which would allow for closer 
estimatea than otherwiee could be 
obtained. Thia aspeet of the .ubmetetlna 
problem will be disculled. however, in 
detail at the technical conference to be 
beld In early November. a. described 
below. 

Those commenters whlcb .uge:sted. 
"Catch 22" problem with respect to 
small boilers perceived. problem which 
doe. not exist. The proposed 
regulation •• and tmal regulation. below. 
provide for th. "under 300 Mel" 
exemption on the basia of attestations 
for 197'1. 

O. Technical Conference 

The .bove described approach (or 
quantifying volumea which are 
con.umed for boiler fuel in conjunction 
with volumes whJch qualify for 
exemption from the incremental pricina 
program represent. the determination· 
this Commillion h .. reached followins 
consideration of the entit:e. record 
developed in this docket 

However, we.re .eriously concemed 
by several of the arsument. which ha ve 
been voiced in oppdlition to a 
mandatory .ubmeterina requiremenlln 
particular, we are concerned about 
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lmpoainla ditproportionatelylarp ... 
OD iDdUltrtaJ en.UMfI wbich would 
Hl'Ya no purpoM other thu to meet the 
requlrement. of W. program. We are 
alao Nriouly concerned about tbOH 
altuatioD.l II to which iI ha. beeD 
• Uepd ,uhmelers could not provide ... 
Indication of the volume of natural p. 
actually CDatumed al Don-exempl boil.
fueL 

The repletiona Ht forth below wiD 
permit th~ use of el1imatel Dr wppUer' 
cu.tomer agreementJ in order to 
calculate non-exempt usaS. for lb. 
period JlnU8rJ 1, 1980 up Wltil the 
required lutall.tion date of November 
1. 1980. We belleve It would be uaeflll 
fot aU coooemed parties and for thf. 
Commi •• ion to develop .tandardized 
methods b, whIch aueb estimate. will 
be made. It is our intention to ' .. ue 
suldelinea on web standardized 
procedure! prior to the date on which 
the rlrll set of eatimalel will have to be 
made under the regulation. below. 

In order to aid ua In the development 
of these auJdeUnet, we will hold. 
technicaf conference on the topic of 
submeterl. Further, if the information 
submitted at thI. conference .hould 
indicate that revisions should be made 
to oW' submetering requirement. we will 
propose to amend the regulation. hereby 
adopted in an appropriate manner. 

The tecJmjeal conference will be held 
in ClUcqo. IlUnoi. in early November. 
The exact date. time and location of the 
conference will be announced in tha 
near future. The Commission technJcal 
staff will chair a paneL and It u hoped 
thet • round-table discussion format can 
be used. 

It Is oW' hope that technical pel'lOnnel 
repruentins industrial end-users will 
attend the conference and offer as much 
detailed informadon as possible to 
Commi"ion staft' on the many aspects 
of submeterizJs which have been raised 
thus far in this proceeding. Addidonally, 
we request detailed recommendatioM 
concerning the u.e of e.timat .. for 
quantifyilll exempt and non-exempt 
volume .. in particular a. to how such 
e.timate. could be .tandardized and 
verified. We al.o intend to invite 
representadY8I of meter manufacturlns 
firms to attend this conference. 

Natural ,a. suppliers which are 
included in tile incremental pricing 
program are bereby requested to a"l,t 
the Commi"ion in the compilation of. 
list of Industrial usen and 
manufacturers of meten who should be 
invited to this technical conference. The 
Commi"ion wilt lend invitation. to •• 
many industrial end-usen of natural, •• 
and meter manufacturinl firm, as it la 
able to Identify, and tho. requem 
allistance fa the klentifieatioB effort. 

Tb. m:w1tatiaDa wbkh will be Mnt will 
oped/IcaIIy _that th ... 
repreHnlatiftl of end-uen who atteDd: 
the conference be pemma who are 
familiar witb day-to-da.y plant 
optnUona and who can offer commenta 
based 011. .taaJ experience a. to the 
.dva..,.. ud disadvantage .. and 
.ttendeD. diffk:alU .. of int1allina 
aubmeten ill iDduatrlal f.dlItiel. 

Ptn.alty. the Commi .. lon hereby 
wishes to make clear ita intentioll" 
.bould thia"tec:JmjcaJ conference result 
in the KqUiaiti~ of DO furth. 
informatioa than it baa at pteMDt em the 
.ubJect of 1Ubmeten. and ahould tIwI 
Pha .. n resulationa DOt obviate the need. 
lor..-..... to.,...,...t with aIIowin8 
the .ubmeteriD8 requirement 
incorporated ID the regnlatiou below to 
become fully effe.ctIve em November 1. ,-
VUL DIrect Sal .. 

The propoaed regulatfona eet forth ill 
the June 5th Notice provided th.t the 
MSAC of an industrial user .erved 
directly by an interstate pipeline would 
be calculated .. tf:ae difference between 
the contract price the user waa payiDs 
and the altematin fuel price ceilins 
applicable to the facility. The Nodc:e 
also. however. set forth five alternative 
fonnul .. for the caJcu1ation of the 
MSAC of. direct we customer of aD 
intentate pipeline. 

The Commis.lon stated that II wa. 
soUcitinB comment on the question aDd 
the . ix alternatives proposed, and that it 
had not made a prellnrlnary 
determinaUOD .. to which approach was 
appropriate or whether there exi.ted 
• ny juri.dictioDal que.tiona with re.pect 
to anr of the altft1lativ8I. 

Many COIDIDenta were submiued Oil 
this que.tion. Pipeline companiet that 
have direct sale non-exempl iDdu.trial 
CUltomeft lJIIled th.t the Commi .. iOlll'. 
~guIatioDl canDOt utilize any thins other 
than the contract rate for the calculatfoa 
of .urcbargn aa to such uen. The.e 
cammenten argued that incorpontloo 
of any of the five alternative fonnulaa 
into the regulatiOD.l would re.ult ill. eM 
facto rate settiq, a function out.ide the 
ambil of Coauni .. ion authority. 

Cornmenten who oppo.ed the choice 
of contract prices for MSAC calculatiOfll. 
argued that the qUeltiOD is. not one of 
rat .. settfns. TbeIe commentera argue 
that the Commiuion II required to 
pre.cribe a method whereby 
Incremental gal COl" will be paned 
through to induabial US81'S who are 
served diRctly t., tntenlate pipeline .. 
These cornmenten auert that if the 

·Commia.iOD were to adopt the "c:::ontr.d 
price'" approach. iKJemeDlai p. c:oQ 
would ROt b. puaed tbrougb to ctinct 

sale custo ............ ...... 
commenten ....... ......... 
pipelines ....wt...".q-._ 
contract prices to .... appIc:abll 
.lternatint fuel price ~ ... .., 
increase that would oIberwise baft 
rep ..... Dted __ -'el ..... 

. 

.un:barwt.auld ..... ftjA. ID1 praftt .. 
the pipe-liDa. .. 

Intueh.~ .... '= coata woald Int be puaed .. 
indu.trial CUI ...... oI ...... rual. 
CUltoDlera of die pipetiM. ... thm k)'" 
costOmed wbea the., .......... 
industrial caP • coaId ID ..... 
.b.orb ......... I.11Ikw-wrMlllt .. 
exempt cu.tamel'll ~ t-rlDa 
coats which Conpeu klteDded Ihoulcl 
be borne by lndutlrl.l...,.. 

The CmamInkIII .... r-.., 
serioua c:ontideratl_ 10 IIIIa ... ...... 
The Commrsaton'a delibtrntloa ... . 
re.ulted In a detenlilnatfolt dial II bu 
the authority to m.ar. th ~ 
of incremental go eM" to cIrwI 
cu.tomen of tatllr'lllate p"....... 

The Commie.too Bi ............... 
two provi.ione olntle D ad belle .. 
.uch proYtsioulDllk. dHr..., 
Congre .. Intended It. CommI ....... 
authority to tak .... atIoe •• It 
necessary bI order tIP Innnr ....... fill 
intent ofntle II.CIuried oK 

SecUon aM{c}(2)(ll). .. wei •• 0" 
proviaion .. mtH thet nrdtupa aN Ie 
be paaled throush 10 dJred .. wel_ 
indirect industrial castoaen: 

(Z) SURCHARGE PASS11iIlOOGK-n. 
rule required under MCtIoa 2IJI (lDc1udIDa ., 
amendmeut under Ied#on 2O:tJ t:haII prtJYfdI 
• • • • • 

(8) one or n,(JN methodt for bnpoWlc .... 
.urcharp on the ralft and ell .... uf", 
pipeline applkable"UJ'~cI-...r 
8a. delivered, durirltu.~,.... 
involved. for industrial ....... 
mcrementaU, priced ilrduallrW '-1M .... 
.. rved diJecu, b, -=b ,...,.... .. pIpItliM 
.nd to lncramentaHy priced iDd"MtriIl 
facilltiea .. rved mdiJectIJ tbNuab MJ'" 
mtentate pipeline M any kIcaI dI.ItrflIaIIoD . 
compaD)'. 

In ad<titioo. ... _ 2<K(<J(2I(D)-
a. follow.: 

(D) EXCEP'I1OI(.-TM ........ 2 ... 
under IUbparqrepM (HI_ (C) --' ... 
reqllire-

(i) eliminatioo or reduc:tiaa UDder 
.ubparagrapb (8) or the wrc.ba,. wiill 
re.pec:t to any .pedfle delift!rin oflJltanl' 
su: or 

(iI) the ina'lla .. under aebt-a8nJ'hlCJ" 
the .urcl!'rse a-ralIJ applicable 4. at ... 
.dju8tmmtUDd .. ..."....,.~tI .. 
Commtllkm. dew ...... tMt \It ... ~ 
be impracticabLe or ~ tG c:arry .. 
the purpolltl of uu. titl .. • 

Th.Coram ...... ~ I8Ctioa 
2OI(cj(2)(D) to ..... ia it" •• -., ... 
take whit ...... Kt'-.. be __ • ..,..-
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including not to permU a reduction in 
the aurcharge to a particular industrial 
(acility. in order to "carry out the 
purposea" of Title It 

The Commiaaion thUI believes that 
the .tatute doel not state that the 
lurcharge must alwaYI be reduced in 
order to brins the price of g88 down to 
the alternative fuel price ceillns with 
respect to a particular uler. The 
Commiuion takes thl. view because it 
believel that in a IUuation where !be 
CommilSlon determinel that a surcha,. 
of a certain magnitude Ihould continue 
to. be paued through to an Indutlrial 
user, it would be within the power of !b. 
customer not to agree to a higher 
contract price. 

The Commlslion agree. in theory with 
the commentl which argued that Title D 
.imply requires an alteration of the 
Commlulon'. traditional co.t·allocation 
method. between luri.dictlonal and 
non·jurlsdictional cu.tomefl. Pursuant 
to TItle II , gal COllI acquiaition COlts can 
no longer be allocated on a Itrictly 
volumetric baai •. Title D significantly 
amenda the manner In which gas 
acquisition coat. are to be allocated. 
and require. tbat certain portionl of 
thole cos .. be allocated to industrial 
cu.tomefl not exempted from the 
program. regardlesl of whether those 
custoroere are aerved by the pipeline 
indirectly through local diltribution 
companiel, or lerved directly by !be 
pipeline itself, 

The Commiulon'. deliberation on the 
direct lalel que.tion ha. resulted in a 
determination to .dopt the regulations 
which were proposed with rupect to 
this area. Thu., the Commission 
envisions that the MSAC of a non· 
exempt industrial customer .erved by an 
interstate pipeline will be calculated a. 
the difference between the contract 
price which haa been negoUated by the 
cuatomer and the pipeline and the 
alternative fuel price ceiling (with 
appropriate adlu.tmen .. for taxe.) 
applicable to the cu.tomer'. facility. 

The Commi .. lon has cho.en this 
approach for aeveral reasons. FIr.t, we 
have inaufficient d.ta on the di.rt!ct .. Ies 
market-due to the fact that thl. 
Commission did not h.ve rate-.etting 
jurl.diction with respect thereto under 
the Natural Cal Act-to allow us to 
conclude whether the potential (or 
circumvention of the intent ofntle 0 Is 
real or merely theoretical. I( real, we 
also lack data on the extent of the 
potential and thu. whether the problem 
warrant. adoption of. regulatory 
solution. 

I( a .olution Is warranted, the record 
in this proceedin8 clearly indicate. that 
further information and diacu8l10n i. 
needed before a regulation could be 

prorolll8ated which would be both 
administerable and equltable. 

However, we lplend to monitor the 
activity in the direct tales market OV8t 
the next several montht. and If it I. 
found that contracts are beinB 
negotiated in.n .bnorm.l m,Mer III 
order to eliminate potential .urcharge 
absorption capability, the Commllsion 
may take action to prevent IUch a 
circumvention of the intent of Title It 

The Commit.lon Is .110 looldns into 
whether a potenUalsuch II that 
described with reg.rd to direct .al. 
customers of intentate plpeUnes exlsla 
with re.pect to indu.trial customefl of 
some local diltrlbution companie •. If 
.ucb • situation should be found. the 
Commi8lion will consider takJna 
appropri.te actlon with regard thereto. 

IX. Scope of the Resulatioos 

A. Definitions 
Some commente,.. sugge.ted that the 

definition of "indu.trlal facility" which 
WII propoled In the June sth Notice WII 
not broad enough to include aU 
operationa whlch are commonly 
conlidered to be indultri.lin nature. 
The definition proposed would bave 
included only ".ny facility wblch 
primarily chanses raw or unfin1.hed 
material. into another fOnD or product," 
II was noted that thi. deflnitl"n would 
not include f.cilitiel ensagins In 
extraction or procelling activitiel which 
do not necel .. rily re.u1t In another 
"form" or a different ''product,'' 

We agree that our propo.ed definition 
was not .ufficlentiy broad. Therefon, 
we have adopted the following 
definition of "indu.trial facility" for 
Inclusion in 1 28z.t03 of the regulation. 
below: 

"Indua.trial fadlity" muna any fa cility 
engaged primarily in the axtracllon or 
proeeHing of raw materi.l" or In tha 
proeeuing or cb.nsina of flW or Wlfinllhed 
malerial. Inlo nother fonD or product. 

Several commente,.. also r.ised 
querie. about the ex.ct definition of a 
"facility". The NGPA doea not set forth 
a definition of the term. nor did the 
proposed regulation. endeavor to define 
the term. We believe. however, that II 
would be useful to include a definltloo 
of thi. concept '0 .. to correct any 
confusion or miaundeniandlns that. 
.ingle boiler could qu.lify lI 'a racillty. 
We believe a definition of "f.cllity" will 
be especially helpful for the .pplication 
of the rule propo.ed in Docket No. 
RM79-48 with respect to sm.1I boilen 
constructed .ince the date of enactment 
of the NGPA. 

Therefore. wa have included in 
I 282.103 of the regulation. below. 
definition of facility al follow.: 

"Fadlity" meana aU buildiflll and 
equ.lpmenlloealed al the .ame ~phlc 
lite which are commonly conaldered 10 be 
part of on. plant, mill refinery. or other 
lndu.trial complex. 

B. Exempt End-Uses 

Several commentefl diacu88ed the 
point th.t Title U i. drafted in • 
tomewhat confuaing maMer with 
re.pect to it. coverage and the 
exemption. granted thereto. 
SpecificaUy, the provi.ions of Title D.re 
only to apply to "boller fuel u.e of 
n.turalg.s by any industrial boiler fuel 
facill1y." The .tatute g088 on. however, 
to .et forth 'pecific exemptions from the 
r;eq,I,lirements of the statute (or "any 
school. ho.pllaL or other simUar 
institutioo"-facilitie. which are not 
commonly thought of as industrial and 
thut would be outside the scope of the 
atatutory provi.iona without the 'pecific 
grant of an exemption. 

Becau.e the .omewhat inconsistent 
treatment in the .tatute leads to a 
certain amount of confuaion. several 
commentefl urged u. to eet forth 
.peclficaUy that the regulations for the 
incremental pricing program are not 
applicable to the use of natural gas in 
facilities which are nolinduatrial 
f.cilities. 

We agree th.t the .tatutory .tructure 
can lead to confusion and that it would 
be belpful to clarify that the resuJations 
below do not apply to the use of natural 
gas for u.es other than boller fuel use by 
Indulbial facilities. Thut. we have 
revi.ed 1 282.203 of the regulations 
below to include a proviaion statins that 
the incremental pricing regulation. 
apply only to industrial facllitie. which 
use natural gal a. a boiler fuel 

C. Ignition Fuel and Flame Stabilization 

Several commentefl ral.ed the 
que.lion of whether gas consumed in 
boilefl for ignition fuel and Dame 
.tabillzaUon (IFA:FS) purposes should be 
tre.ted a. boiler fuel WIder incremental 
pricJna· The commenta noted the 
pendency of IFo.:FS Isaue. in other 
proceeding. (e.g .• El PalO Natural Gae 
Co., Docket No. RP76-2 (Ignition Fuel 
and name Stabilization)). The b •• ic 
I .. ues in thole proceeding •• however, 
differ from the issue here. Those 
proceedinss .re concerned mainly with 
whether IUch utage should be accorded 
high priority (process u.e) statu.. and 
with alternate fuel cap.btltty and 
conversion costs for curtaillnent 
purposes. 

In those proceedings, tt I. argued that 
IF ga. is used for one of three purpose.: 
to achieve initial combuttlon of another 
luelln pUot Ignitio~ to warm. up the 
boUer to enable .. fe and complete 
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ignition of ..... volatile primary fuel 
(u.uallJ oil (II' coal~ aDd to maintabl 
tempe!'llture In non-be .. load onita. 4Tbe 
fllSt two tlIH are intermittent the thttd 
i.longer term. but ill. Dot needed after 
flrins by another fuel commenceL 

FS ,.1. by contrast, I. uled (0 avoid 
flamecNtl renltb" from momentUJ' 
brew in tIae supply of another fueL 
whJcb cut po.- operatlonal.ad 1IlfefJ' 
problema. n. UN of p. for name 
.tabilizatiOD t.. continuous UH dtUinc 
boiler opwatlaD.' 

The record iD Docket No. JlP72..e 
(IFoFSl ....... ....,.u' Ibot IF •• 
COllRlDptlOD .. allllD by c:omparboa to 
FS conaumptlon. The latter. hownw. 
often I ••• lgnificant fractioD-.25 
percent or mON-Of total pa 
COIlIUlDptkML'The ..... record reveUa 
that 1FaFS,.. ... ued by 
appruximate.,l30 CUltomrnlef'Yed 
direct1r and indirectly by FJ Puo 
Natural G .. Compan,.. The 
preponderuaot of volume. howeYn'o w" 
used in electric uUlity boUe,., 

w. beUne that resardJen of our 
eventual rnolution of the curtallmeut 
cue luttn. IP.r8 ga. should not be 
.ummari!J exempted from incremental 
pricinl wbea burned ID lndultria.l bo&r 
fuel r.dlJ ..... quutiti ... by ~ 
and for purpoaes .Web are not 
ItahalorilJ' exempt. To treat IFIJIS ... 
otherwiM _CMlId lead lUI to RmilarI, 
exempt •• mnlp, temperature 
maintaaace aad pllot fuel ill nraiP" 
natanl p. fired boUen a. well Such • 
re.ull woald. we believe. be cootrarJ' to 
th.I."er and .plrit 01 the .tatute.. 
FurtbmIlara. since PS 8U conbibute. 
DleanInsfull)' to the total energy mput to 
o .. raw., _ fl .boold be ....,.loci 
8S boUufueL 

Our cooc1u.ion with respect to theM 
two ute. of natural Sat I .. of COW'H, • 

seneralized one. An)' NIIf who bell~ 
that hl8 ,ltuation meritllPIIdaI 
conslden:tkm IDal file • requnt for I.D 
adjultment to lhete regulatiOlUl punuaat 
10 f 1.41 of the CommiIlioD', 
reguI, ...... 

X.Rofuadto 
One c:ommeuter noted that the 

propoted resulatiou did not address the 
quutioo of bow iwisdictioaal ",funcle 
attributable to periodt prior to J8lI1W7 
1,1980. bat whieb bed Dot been paJd .. 
of that dat .. abould be treated. The
comment fW'ther noted th.t it appeared 
that ootHxempt CUltomen would 001 
receive any benefit from .uch refund. 
under the ''reduced PGA" approach. 

's..: AdmIIIhtnU.,. t.w f.dp'. SIV-_lI. 
187& lIIillalDecbiGD. a1II*I PI'- 14-11. 

'Sup<o . 
·Edllbtt No. Z'1': ItM CIIIIMIIII}ltloa oIod1err.lI .. .......... 

ThIs reIIaIt wonld oc:cv becaUoM ~ 
exempt cu.to.ere,. ~ lei the 
majoritt of ut. pro'rided to us. will be 
pricH at the appUc.ble altematift fuel 
price ce:i1iDa f. their _ of aabo'al pi 

from the inceptioll. .m lb:nnJshoat JIbaM 
I of the prasraa. II rehmd paymeum 
were IbDpq 0Md to NIhxa the 181 
account , ...... bee daae ill the p ... l) 
the PCA nte eppHcable.o aU cutcaen 
would be reduced. NmHxempt 
CIlII.-n, bowevar. would Ibn. timpJ,
bear, Jorsor...us,.. .... effectiniJ 
Dot receift" ..... Ot 01 lb. refund. 
n. c-t-taa Me determined lllat 

aucb ....... woUd be Inequitable to 
non-eumpt cutomen and that. in 
contrHt, llCIII-eXempI C'U.tomen ahould 
receive the Adl8IIIOdt 01 .. funds to 
whidt...,. ... Gltitled with ... pecl to 
8a. service purchued prior lei 
lmplementation of the1ncremental 
prlcin& program. 

Therefore. the Commiuion bu 
lncluded a prowIsto. in the replatiou 
below to deal willi the )misdktional 
portion of refands appllc:able to the 
period priGI' to Juuuy 1. 19110. which 
are ultbMtely determined to be parable 
for sal .. to lIOIHlSempt iDdu.trial v:sera. 
One po .. lbIe nplatory solutio. would 
have beu to revhe the formula. to be 
used fOt \be ealClllatioo of MSAC' .. Tbia 
approvlJ. bo ...... would haw multed 
In further COIIlJIluity 10. formula. whJch 
.. oIready bIsbIr tedIDkoL More ...... 
we believe the problea oI ... funds will 
be of limited duration od It would thue: 
be m.pproria_ to dve the problem t., 
amendiJ., rep.latioM whidl will haw. 
longer .ppUcabWtJ. 

Therefore, H appean that a 'qJarate 
regulatolJ proYil:icm to addre. this; 
problem II mo.t appropriate. 
Accordinaly, . new , w..5OB illncluded 
In the regu1a.tioIlI herb, adopted. 'I'b1s; 
rep.laUoD~.~I~ 
jurisdk:tfonal portim ol ... fund. 
applicable to DOJH:Umpt indu.trial 
faeiliU .. detenbined after December n. 
181V. to be applkab1e to periods priOt to 
JaD....,. t , 1M. pl .. the interest 
applicabl. thereto. shall be paid io. 
lump-sum ~I to the .uppliers of 
the non-exempt fac:iljtln 00 the clatH 
preacribed bJ the CommI .. lon orden 
wbicl1 nqulra Iloo "lunda. 

The Iump-.um..,..anw are to be 
made tG the ·_ fGl'ruaIe CUllomen for 
the benefit oi llIeil' DOIHxempt: 
customen to wbom the .... tor which 
refunds are onSend were made. Th. 
amo\Dl1l 01 the nfwldt lit .. pe;yable 
will be c:ak:1Ilatad 011 the basis of the 
tale. made to the non-exempt QlItomen 
during the period wbeo the ItVPpli .. 
ratH wiak:h "" riM to the refund were 
lDeffect. 

The treab:De:D1 01 the jurisdictional 
portion of aU refund8 appUc:able kI 
period. after JMDIU)' 1, 1980, wiD be 
governed by section 154.38(d)(4)(yij) of 
the ComvrlllioD.', regulatioal. 

n t1.Iiaa Requ1remenl' 
Tbt propoaed reguiationa contained. 

provialon to require the fiJin, of 
informational tariH sheet. whid! would 
reOect the iDaemen tal priclnl 
.urcharses projected lOt oon-exempt 
cua&omen and used ill caIculatiDa 
''redw:ed PCA" rate .. The final 
rep.latioDl below iDcorporate this filIns 
aa. mandatory requirelDeD.t (DOl lirruted 
to informational pwposes) 10 
f 282..602(a}(ll(iI). These filinp will 
permit commlilion. ataft to audit billinp 
whidrl are ca1calated ill accord with the 
optional billina procedure for pipelin. 
described iD MCtiOll.IV. B. abo" .. 

Several COIDDJeQlera objected to the 
provision let forth in proposed 
f 282.802(d}(2) which would requin the 
filina: of informatiOD aa to each '0\U'Ce of 
.upply by API weD Identification 
number. The CommIssion recognize. 
that .ueb a requirement will ,,"wi In the 
filina: of .lgnificanU, more detailed 
information than Ia filed at pl'Henl 
However, the Commi .. ton believet that 
only dUs information will enable staff to 
audit the iDcreaental 18' coats which 
are llIed in ca1cu1atina ''reduced PGA· .... 
Staff anticlpate. perfarm.inc spot audita 
of the revi.ed tariff aheet!!. 

Pipelinea an hereby informed that DO 

.pecific format Is prescribed for the 

.ubmilaioa 01' this well-by-well 
informatloa. and that aubmi •• ioo of a 
copy of a company'. computer print-out 
with this. Information will satisfy this 
requirement. 

Furthu. one change baa been made to 
the regulatlooa a. propoMd in that the 
we~by·weU lnformaticD is only 
required to be submitted if ills 
available. The Commillion believe. that 
thiI informatio. is ill fact in mott 
instances kepi a. a matter of course. 

m. EDvIroamentai fllJIHtII 
A few commenten continue to urge 

that. complete Environmentallmpact 
Statement &bould be prepared with 
re.pect to these regulation& ,.. stated In 
our JUDe 5th Notice. an Environmental 
Aue.!!meot of thne regulations was 
prepared and the conc1usioo waf 
reached therein that the pt'Opoaed 
resuIationa would not be a maiar 
Federal action .igni.ficantJ)' affecting the 
quaUty of the human environment. 

None of the comment!! submitted In 
"'poIIN to the JUDe sib Notice have led 
u.s to coDCIude that OW' oriJinal position 
on thillnoe WBrn.DW further 
colllidere.U. 01'. cbaDae iA out original 
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conclusion. T1ms. all BnwinlllDlCtal 
Impact Statement with reepect to tbMeo 
regulation. will not be prepued. 

XID. Special Circumltmc:es 

We have noted leveral time. in dti. 
preamble and ill ita c:ompu.\oa 
document in Docket No. ~21 thlt 
11.41 ortbe Commission'. resuJationt 
provide. proce1fures wherebylndfvtdttal 
partiee may request an adju.tmenllO 
the regulatiol1l below II it I, believed 
theae regulationa will relWt I.n spedal 
hardship. inequity. ex IJI Wlfair 
diatnbutioa of burdeca. 

We alto DOte the recent adoplioa by 
the Commilaton 01 interim rep'atiODl 
which provide procedUl'e'S whereby 
Individual parties may leek an 
interpretation of the NGPA or aI1J rule 
or order isaued thereunder. These 
regulations appear at 18 CFR t .t!. and 
were Issued on Auguat 7, 1911lD Dock_ 
No. RM79-65 (44 FR. ~11. AUSU" 17, 
1979). Under these regulation •• an 
Interpretation will be issued only It the 
action which forma the bal ll for the 
reque.1 11 completed or illikely to 
occur. lnlerpretaUonI will ae-rally Dot 
have prec::edential value and will be 
luued by the General Counlel: of the 
CommII8I01'1. 

XIV. Elf ...... Dolo 

lr. ':,e June 5th Notice we proposed 
that the incremental pricin3 regulatfODl 
Included In Docket NOl. RM19-14 and 
RM79-21 would become effective 
September 1, 1979. We have determLned. 
however. to make the regWatioQl. 
effective .s of November L 191Q, The 
regula tiona ltill require that Increme:naal 
881 cost. begin to be booked in by 
natural gas luppliers a. o( January 1. 
1980, and that Incremental .urcharpt 
commence being biIJed for u.s •• durint 
the month of January, 1980. 

The effective date of the Incnmeatlil 
pricing resuJ.ationt govema the data OG 

whlch the pm:. of' certa.iXI cateaoriM of 
high-cost natural gal will be 
decontrolJed. al let forth in aectioa. 
121(b) of the- NGPA Further, HCtioII 
201(a) or the NGPA Pf"ttlbet that 
regulation. to fmplement TItle n mu.t he 
made effective no later than 1% montba 
following enactment of the NGPA.,I .... 
November 9, 1919. Wa believe It I. 
consis tent with the deme envillODed 
in the .tatute f~ estabUshmeat 01 the 
Incremental pricing program and 1M 
decontrol of certain typ~ of hish-eod' 
na tural gaa to make the regulatlona 
below effective U ot the fint day of the 
month in which the mandatory e{f~ve 
date falla. 

The aections of the regulatioDl below 
governing the obtainin& of exemptiona. 
aections 28Z.2OJ throush 282.~ are 

be ... _1o ........ dIIf ..... _ 
the ma)orit:r 01. tba ftIlIUlIitlanli ad ... 
be ... _ .11_ Cd_,o._11 
Is DItCeH8I'J dlat e:umptiQa affIdaftla 
be mailed __ bJ natural ... aupplien to 
tbeitcaatcllll .. bJ .... t data:1aordsr 
u...t lba ''reduced PGA," rata caa be 
calculated..,. Decl'lllber 1. 1.9'1Il. Jw '"'1_ by _ M3(dI alTitio V al 
the United Stat_ Coda. tM Comm __ 
t1mI&nd. tbat aood ca~ axIIta to 
make the.e IIlx .ctkml of llIe 
.......... boIcM eIIoctI .. October,.. 
19'18. Ie. tbD 30 d.,. sabee,..t .. 
publica_ 01 tho ....... _ 

XV.TImoUl>o 
lD ow JUDe 5th Notice, walDclwied. 

.u.nunuy tUne Una. of lite eWIlla which 
woWd \aka piau. under the rep.atlou 
In tbis dacbt aDd ita companhm. Docbt 
No. RM19-21. It. mabel of c:ommenla 
we~ .ubmJtted on various aspects of 
the time line and the 't18Be.tlon made 
thai more detaUi .hould be i.nchIded 
therein. ObviouJy, al&o. the new 
effective date [or the replatiOM 
require •• Ilgnlftcant revision of the 
time line which wu propoaed. 

Sel forth berow ate two .eparale time 
linea which we beiJeve will be of aid to 
all partie. In. (mpreme.ntina thne 
regulation. In the mo.t timely mann.er 
pollible. 

The fint timHIM " similar 10 thai 
included in the June sth No~ it seta 
forth the maJor steps which !!NIt tab 
place under the regulauolll. Th. second 
time-Une delCribe. the step. which mutt 
take pfllCe' on a monthly ba.l.in order 
to arrive at monlhly sun:hargH pUlluant 
to 'Z8%.5Of of the repJatlonL 

A. TiIM liM jar lrtJpJenwlllDtion qf 
~ 
October 3, l~ExemptiOll .md.vna and 

aItemativ. fuel price c:e!JiJe .lftd ..... 
av.nabl. thro." 0ftD 01 ..... 
Ie!o~_ 

Octoba u.. l~ 2IU81-aa..zoe of 
tM nplatiDa& beeome .tfective. Na ..... 
,.. IUppHan lMll • ...,"00 amdavttl 
10 all indllMMf boiler lui. f.adlWu 
which were Dot d.l. rmined to be uempt 
from u exetln.ltfOD ortfl. utnraJ au 
luppUer', own NCO. 

November I , 1911--Mlfor portion of 
rqulatloDi become .ftactlvL In 
accon:llnce witb tbe natural ps 
tuppHera· req.u .. u II c:onteJned In the 
suppliers' mallmp of October 15, 
exemptfoa , ffl:dnftt .re Ntumed to 
odunll 8" IUPPltera by Imtuetrtal boiler 
foel r.d1itfes dlfmtn& u enmptlon bI 
tdtoIe or U. part. 

NoftlDber 1. l~tenl.t. plpeImes ru. 
reriRd PCA ,,"",-'OIU.nd iltaemefttal 
prldnI wn:h1a:::.,llions; pfpeltnes 
ud IoeaJ din; companl. 
tMtermiae proJected MSAC'e. 

November 15. 1~1 diltribotlan 
compa .. notify IUpplyfna plpeIiftn 01 

.. protIIcted MSAC," .. pafod: 
commeoclna: JUUll)' 1. lfII!IQ. 

Nov ..... tr1IO-IDt.a&a .. pi,.ur.. ru. 
ntdw:ed PCA tarift IhHta and utima. ... 
ioaemantaJ prlc:ina11lfCbarat: t&d5 
IbMU ror the period comm.ndn& 
,anUll)' 1, 19l1O. 

December ZD, l"f-(naedNDtaJ ~ 
~ for llMlrJ'. 1_.,. pablhbtd. 

,UUll)' I, 188O-Eft'ectl".. ds_ 01 tutfr ..... 
AIId~t:.""l""'lIa. nt' .. s ____ .. N ......... 

IllturaJ pa suppU ... 
'~lI.19" N~ ....... u.n. 

... cl .. ..umpt iDdu.etrtaJ boiler IMt 
,.dIU&. witb the Federal EAerv 
R.pIaklry C)ma4WDII, and with llata or 
f.oea1 coamtillolll b vtna furildfctio&. 

Jaaary: 11181-Nata:ralp. npplJero review 
cuslomer U,II and Ult of Don-exempt 
Indu.trW boil ... FtNI 'adUlt .. filed oe 
J-1715,1_to~"'" 
fIIdlIties IIiIoWd be !..I:IcNded en ,.....". 
1&. 1181 a.t. 

'u,*, 15, la11-Nebual ... ""pi .... file 
upUled. Usia ol DQO.4!"llIIpt I.IIdutrial 
bt.1u fua,I facllltie. with the CommIaI.QG 
lad with ltal. or local comm1ulDDl 
bvtna j'uriadfctfOD. 

B. S~IJJJJi., Timo LiM 
Thf. time ftne anamel that needed 

infannatlan win be communicated b, 
distrlbutol'l to supplying pipeline. and 
batwlWl pipeline. by telephone. and 
thai lOeb Wormatlen will tater be 
confirmed in wrftln& In the outllne. 
Month. A.. B. C and 0 are any four 
conncutiva calendar months. 

The lime aequenC8 let forth in ltnu 
1-14 doe. nof reneet the additional tima 
which will be available to pipeline and. 
diltributioa. compaoiel if the, ehOOM to 
follow the two optional billina 
proclKblres fDcluded in the reauJatlona. 
Item. 15 and 16 do reflect the opUonal 
blllins proce<huu. 

1. DiltrlbutQl'l read meten of DOlI· 
exempt. from the 21.t day 0{ Moath B 10 
the 3l1t day of Month B. 

2. Di.tributun. c:a1culate. MSAC for 
each non-exempt c:uatorur t..MCl oa: 

(a) Month Bnte .. 
Ib) .... th 8 allemotiv.luel_ 

ceiling. pubU.bed on the 20lb 01 NoDtb 
A. and 

(e) cannaptia. hued OQ mel. 
ra.adinat taba frca the 21st to 3t.1 day 
of Month B. 

3. Dt.tribuklr totals MSAC·. 01 all 
noD-eXampt cuatoeen. 

4. Distributor aD.ocaln MSAC 
between I1.IJII)lt.n bued on-tbe Mooth B 
purchase "olumes, 

5. Di.tributor notifies ~ of 
Mondl B MSAC CG 01' about the 4th of 
Month C. 

8. Plpelinea with dIred sale. will 
follow the nme ""dins and MSAC 
calculation procectme.s iJaied in It ... 
No •. t to 4. 
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1. Pipeline tOt81t MSAC on itlsystem 
For Montb B. 

8. Pipeline allocate. the Month B 
MSAC between .uppUen baled on 
Month B purchase and production 
volume .. 

8. Pipeline notifies ita .upplien of 
their ,bare of the Month B MSAC .bout 
the ath of Month C. 

10. Subsequent pipeline to pipeline 
upltream movement of data .bauJd take 
one day, 

11. The mOlt upttream pipeline total. 
all the MSAC on IlIly.tem for Month B. 

12. The most upstream pipeline 
compare. this total MS(1C for Month B 
to Ita total incremental COlts for Month 
B. 

13. The mOlt upstream pipeline 
Dotifl.altl cu.tomen of the amount of 
.un:harse each will be billed for Month 
B (based on the leller of MSAC or 
incremental cosu detenilfned in #12). 

14. TbJ. notificaUon c.onUnuee from 
pipeline to pipeline down to the mOlt 
dOWDItream. pipeline. This lnform.UoD 
mut reach the moat downstream 
pipeline on or about the 8th of Month C 
in time for the regular Month B bill on or 
.bout the 10th of Month C. 

·15. On or about the 10th of Month C: 
(a) Pipelinea may either. 
(1) render their regular bill. for Month 

B alobl with the actual lurcharse 
appUcable to Month B: or 

(2) in the cale of lale-for-resale 
transaction', render their regular bill. 
for Month D along with a surcharge 
which consists of the net of: 

(I) the projected incremental 
.urchal1e for Month D which was filed 
with the CommlSllon and which Wal 
used in determining the "reduced PGA", 
and 

(11) the net difference between: 
(Al the projected surcharge billed for 

Month A. and 
(D) the actual.urCharge payable, aa 

computed in accordance with the 
regulation., for Month A. 

(b) Distributors may either: 
(1) render their regular bill. for Month 

B along with the actual lurcharge 
applicable to Month B; or 

(2) render their regular bill. for Month 
B, elong with a .urcharge which consists 
of the net of: 

II} the alternative fuel price ceiling. 
plus applicable taxes, applicable to the 
facility for Month B, and 

Iii) the net difference between: 
(A) the alternative fuel price't:eiJins, 

plus laxes, billed, and 
IB} the actual surcharge payable, aa 

computed in accordance with the 
regulations, for Month A. 

16. On or about the 10th of Month D: 
fa} Pipelines will render their next 

bills. computed In the manner 

prescribed above, and if they billed in 
the optional manner for we-for-resale 
customers, they will Det the difference 
between the estimated .urcharse billed 
In Month C and the actuallW'Cbarp 
that should have been billed in Month C 
for Month S', con.umption. Thla over or 
under amount billed in Month C will 
theD be netted against the e,timated 
lW'Cbarge billed in Month D. 

(b) Diltributo", will render their next 
bill,. computed in the manner 
prescribed above, and if they billed ID 
the optional manner, they will net the 
difference between the altemadve fuel 
price celling. plus taxe .. billed in Month 
C and the actual surcharge that .hould 
have been billed In Month C for Month 
S', conlumption. ru, over amount 
billed in Month C will then be netted 
against the alternative fuel prlce ceillng. 
plus taxe .. billed on M:lnth D. 
(Natural e .. Act as amended, 15 U.s.c. n., 
.~. ; the Natural Ga. PoUcy Act of 1978, Pub. 
L lI5-4lZ1, 9:2 Stat 3350, lb U.s.c. 3301, el Hq.; 
the Depertment of Energy Dra:anlzation Act, 
42 U.s.c. 7101, d Hq.; 8.0. 1Z009. 42 FR 
..,.,.) 

In con.lderation of the foregoing. TItle 
18 of the Code of Federal Regulation. I. 
amended by reviaion. in Parts 154, 201, 
2(H and by the addition of a new Part 
282. to read. In part, .. 'et forth below. 

By Direction of lba Comml .. loa. 
Lola D. CuWI. 
AcUng s.erelary. 

A"""" A 
(Not..-Tblsappendix will not appear lD. 

the Code of Federal Regulatiolll.) 
Federal Energy Regulatory CommluloD, 

Washlnston. D.C. 2042A 
Exemptions From Incremental Prlcinl for 

Certain CateSoriea of IndultrlalBoiler ruel 
UIII of Natural Gal. 
Docket No. RM79-14. 
Participation II Voluntary. 

Copl .. of executed exemption affidevits filed 
wu.h the Commission shan be avaUable 
tbroup the Office of Public Information, 
Room 1000. 82S North Capitol Street, 
N.£.. Wllhington, D.C. 2Of,28. 

Plean Read Before Completina: This 
Affidavit 

Po""", 

The Natural Gas Policy Act of 1978 (NGPA) 
provide. that natural gal used II bo!1er fuel 
by any indultrlal boller fuel facility will be 
Iubject to incremental pricinl surcharses 
unlell exempted. The .tatute provides for 
certain exemptionl from thele incremental 
pricing ,Urcharge •. To be wholly OJ" partially 
exempt from incremental pricing ,un:hargea 
the boiler fuel mUlt be consumed for one of 
the .tatutorily exempt use •. Thi. arradivlt 
IIIrvea the purpose of identifyins thole 
natural gas usel within your facility which 
are entitled to a fuji or partial.tatutory 
exemption from incremental pricin8 

1Ul'Ch8lpS but which could nol be Identified 
II exempt !brouab review of the recordt of 
your naturalsas supplier. 
• • • • • 
NOTICE 
• • • • • 

It you do nol complete end return tbJs 
affIdavltllltlinlJ forth your claim to a total or 
partial exemption, ALL sas .old to your 
facility will be subject to Incremental pridni 
nn:harpa. AdditionaUy. U clrcum. tances or 
ownerabip chanp, yOu should immediately 
DOuty your naturalSas supplier{s) of the 
c:haqe 10 that the COJTeCt amount of 
.urcb~ IDly btl calculated II to your saa 
UM or,lfoaeded. you can complete a new 
exemptiOD affidavit to obtain a new or 
c:hanpd exemption from the incremental 
pridni program. Failure to report chanset 
can .ublect your facility to civil and criminal 
peDalti.s undel Section .5Of of the Natural 
Gu PolIcy Act of 197& 

GENERAL INSTRUCTIONS 
It you claJ.m an exemption from 

Inc:remental pridni surcharges fOI all. or a 
portion, of the las used by your facility which 
h .. been Identified by your natural las 
.uppUer as a potentially non-exempt 
industrial boUer fuel facility. thi. sffidavit 
should be completed and .igned. under oath, 
by a responllble omclal auoelated with the f.d117,' A lllparate amdavlt mUlt be filed for 
each adllty for which a total or pllrtlal 
exemptioD from incremental pricing 
sun:barpsls claimed.. 

The ortslnal and five coplel of this 
affidavit.howd be submitted to: 
Federal Energy ResuJatory Comm!IIion. 825 

North Capitot Street N.E., Washington. 
D.C. 20426-

Also, one copy mUlt be lubmilled to your 
natural sa. supplier. Additionally. each 
industrial facility mu.t retain .uch record., 
document. and dala which formed the ba.is 
for the exemption claimed on tbil affidavit. 
DefinitiOIll which may be helpful in 
completlns this affidavit are provided below. 

U you have any questions concemins this 
affidavit contact MI. Alice Femandet on 
(202) 275-4406. 

DEFlNmONS 
(1) "NaturalgR8 supplier" meanl an 

interslate pipeline or a local distribution 
company. 

(Z) "Local d.latribution company" mean. 
any person other than an Intenlale pipeline 
that receive. sa. directly or indirectly from 
an intenlate pipelina and which II eogaged 
III the lale of naturalg .. for ruale or for 
ultimate conlumptlon. A penon i. not 
conlldered as bavlng received gal directly or 
Indirectly from an intentale pipeline if the 
only service performed by an inters tate 
pipeline lor the purch8ler is a transportation 
Hrvice. 

(3) "Boiler fuel use" meaM the IlU of any 
fuel for the generation of I team or electricity. 

(4) "Facility" meant aU buildinsl and 
equipment located at the l ame geographic 
sile which are commonly considered to be 
part of one plant milL rermery. or other 
industrial complex. 

(5) "industrial facility" meanl any facili ty 
engaged primarUy In the extraction or 
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ptOCUIlnf or rn, materi.l .. or in lb. 
proceulna or changlna of 1"8. or unf'IaIabed 
malerial. into another form or prodUCL 

(8j"lndlllltrtal boiler fuel rldUty~ .... an. 
lUll Indu.tri,J facility wlUch WI" oatwal,.. 
I" boUer fuel 

(7) "Non-exeplpllndu.trtal boller_I 
flcllityM me~ .\flY lndllftrtal boller ,"1 
f.clllty other than aDYluch 'adUty whJch hal 
been exlmpted &om the bu:re.antal pricl.a& 
propam in .ccotdance with Part zaz of the 
Comlili .. IOD'. ruln and ,..,w.&nt. 

(8) "AIftcultural UN" -.. any UII or 
lI.rural.I.'I) which Ia certified by the 
Secretary of Alflculture WIder' CFR IIOO.S 
U 10 "euenUaI .,n.cultural ... " pwwant to 
MCtlon 401(e) of th. NGPA; or (b) which 18 
u .. d In the (ollowirla 'exill. mat!ullctwiDa 
operation .. llmJled II Nt fartb MIDW tD th. 
production or procentna ofnl'fural fiber, .. 
NIt forth I.D the Standard Indunr;o/ 
Cloui!icotiOll Ma!luo!-JV2: 
IndUitry Sic No. aDd Industry 
DelCl"iptiOD-- . 
~.d Woven Fabric Milli. Conon. 
Z2Z-Brold Wo.en Fabric Mill .. Mln-.".d. 

Fiber and Silk (natural fib. pnx:.'1na: 
only). 

U3-8roed Woven Fabric Milia, Wool 
(Including Dyeing and FinI_ina). 

zu-Narrow Fabric. and Other Small"lre. 
Mill.: CottOll, Wool. SIlk. ad MeD-made 
Fiber Inatural fiber proeeuina only). 

Z257-Cll'cullll' Knit Fabric Mill'lnatunl 
fiber proce.,lna only). 

U58-Warp Knit Fabric Mm, (natural fiber 
proce"ina only). 

ur-Dyeing and Fini'hina Textil .. , Except 
Wool FabriCi and Knit Good, (natural 
fiber proce .. il'l8 only). 

Z28-YIll"D and Thread MUl. (natural fiber 
proceu1na only). 

ZZ91-Felt Gooch, Except Woyen Felt. and 
Hat. (natural fiber proca .. 11'I8 only). 

U93-Paddinal and Upbol.tery Fillina 
(natural fiber proc::eulng only). 

1294-Proeeu ed Waite and Recovantd 
FlbeT'l .nd f10ck (natural fiber 
proceu1na only). 

U9s-coated Fabric. Not Rubberized 
Ina lural fiber proceuin8 only). 

Z297-Nonwoven Fabric. (natural fiber 
proceuing only). 

Z299-Tutile Good .. Nol EJlewbere 
Claulfied (natural fiber proeellfng only). 

(9) "School" mean. a facility the primary 
function of which i. the delive". of 
In. lrucUon 10 regularly earoUed ,Iudenl.ln 
.lIendlnce at IUch facility. Facilill .. uHd fOl 
bolh educational and non-eduCltional 
activit i .. are nol included undH" Ihil 
definition unle .. the laller aetiYitielll'l 
merely Incidentl! to the deliyery of 
In.lruetion. 

(10) "Hotpitli" metn. I facility II!! prDal')' 
fun ction of which i. the delivery of medical 
ene to patientl who remain atlfte facility. 
Outpatient cliniCi or cloclor', omce. are aot 
included in thit defmilion. Nuning hom .. 
and convaieJceot bomea are induded in thi. 
definition. 

(n) "SimJ!ar in.tltutlon" mean. a facilily 
the primary funcllon of which I. the 11m. II 
the primal')' function of the facility to which It 
11 compared. 

(12) "Qu.eillyitla copnellUoa fadllly" 
IDIIDI a COfIZMIlltion fldlitJ which meelJ 
the reqaimMnlJ preterlbed b, the 
Commluioo puIIuml to MCtiao Z01 of the 
Publfc UUlIty ReaulltOI')' Polldn Act of 1871. 

~CDDI:""""" 

177ft 
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(b) UIe" for the q.neutlon 01 d.etrieity by In 
.l.etrie 9.nerltion .tltion own.d tly In el.etrie 
ueUity? 

L7 Yea L7 No 

Ie) A qUIllfyln9 eO·9.nlrltion Ilelllty? , a Yes 0"" 
If the Inlw.t i. ~y ••• to Iny of the Ibov., ••• "MOTICI" 
bdow, 119n In4 nturll thh IU i 4lYit. If the Inlwer h 
"no' to III qu •• tionl in ite .... 6.0 through 10.0, you 
Ihou14 not r.turn this Iffidlvit. 

• • • 

NOTI CE 

l! you hlv',,: r"lpon411S I(rtr.lth.ly to qU'ltion 9.0, the 
.,olul:le of n,tur.l 9 " u.ld ira your h ellit y whieh Ihell bl 
'.''''r,t fro .. i.ner ••• nU.I "rlein9 ' ( I) for the p.ri04 Jlnuuy 1. 
1980. through Oetotu n, 1980. 'WI"y bl 41tlrlllnl4 on thl b •• il 
of '~bGeterin9 detlr.in.tion., .onthiy I.ti •• tel whieh Ir. elrti
fied Dy I respon.itll. eODp.ny offieill or on thl beli. of .n 
Igreea.nt Illeeutid by you Ind your netur.l g •• l upplier; Ind 12) 
for ehl peri04 bl91nninq NOYI.ber I, 1980, - .hll1 bl dlt.ralned 
on t~. b •• l. of Ind to the I.tlnt th.r •• r. ,ub •• tlr r •• 41n9 r.eord. 
for I!"leh e.l.ndlr lIontl1, ., .i9ne4 under 'Olth tly I re'pon,1ble 
eo.p~ny offiei.l, whieh ,how thl .atlnt to vhieh 9" 1. eon,uDt4 
for .n .grieulturll u •• end whleh .r. furnilh.d to the f.elllty'. 
nltUl.I g.1 lupplier II r.quir.d by the luppli.r. C.rtifi.o , 'nthly 
,Iti llllt •• or the .gr •••• nt with YOUt lupplilr .IY b. t,lt111:1.d 
for a per 104 following Nov •• b.t 1. 1910, if you hlv, obtainl4 
• pureh.l. ord.r for III .u~.t.r. which will be nl.d.d in 
Y0t,lr f.eiliey by Novl.ber I, 1910, Ind lapect in.t.ll.tion 
within I l ••• onebl. tt •• period. 

If you have re.pondelS Iffit.ltively to .ny plrt of que.
tion 10.0, the vo1u.e of nit ural gl. vhich .h.ll b'e e .... pt 
fro. ineremental prieingl (11 for the period Jlnulry I, 1910, 
throu9h Oc:tober 31, -1980 •• 'Y b. det.ra i nt4 on the blll1. Of 
.ub!aet.ring d.t.r.in.tion., aonthly •• tia.t •• vhieh .r. 
eertified by I re.pon.ibl, coaplny officill or on the bl.i. 
~f an 'grltatnt e •• eue.4 by you an4 your nlturll gl •• up
plier; end (2) for tne peri od beginning Novemb.r I, 1980, 
-.u1NO COOl .. SO-O'-C 

.hlll be deter.ined on the ba'il of Ind to the eat."t there are 

.ubDetlr. which per.it d.terain.tlon of the yoluae o f eaeWlpt 
u'lgt ,"d which Irl IVlil.bl, to b. r.ad by the fleillty'. 
~Itu ral ~I' .upplier. or on the bl,l, of Ind to thl I.tlnt thlt' 
Ire .uo.eter tea4ing reeord. for eleh aonth •••.• 19ne4 un4er 
olth by , re.pon.tbl. eOlllpany offiet.l, whieh .~ov the •• tent 
to vhich 9" I, eon.u~~4 for .n I.,.pt ule and which Ire 
(urnI8h,4 to the f.ellity'. n.tur.l gl. luppli.r I' requlre4 
by the .uppli.r. C.rtified aonthly .,tl.et •• or the .gree-
aent with your .uppli.r alY b. utilittd for, period follovln~ 
NOyember 1. 1980, 1( you h.y. obt,ine4 • purehl., or4,r (or 
.11 .ub~lter' vhleh viii be n.e4e4 In your f.el1ity by 
November 1. 1910. an4 •• peet In.t.llition. vithin , r ••• on-
. ble ti.e period • 

OA'!'£O' 

Person compl eting thil IftidlVit, 

NIlIIe 

Trill 

Phone nu~ber 

Subscribed .nd ,worn to b.for ••• thl, 4.y of 

Not.ry Publie 

l 
i. 

f -< 
~ 

~ 
z 
e 
~ 

~ -
~ 
Do • 
~ 
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" Do 
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PART 1_1£ SCHEDULES AND 
TARIFFS 

t. Section 154.38 i. amended in 
paragnpb (d) by revilina .ubpafagraph 
(1) and c1aUH (ivJ(a] of .ubparagrapb (4) 
to read 8. follow,; 

11"" CompoeHton or rete.mtduIIL 
• • • • • 

(d) SIo~menl ofro~. (t) Except •• 
permitted in , 15U2. • 154.82 and Part 
28Z, all nil ... ball be clearly .tated fa 
centl or in doUara and centll per uniL 
Only the rate. and chllJ"8i!t to be uaed ill. 
current billlns ,hall be included in the 
nte lChedule ..... 

(4) ••• 
(lv)(o) Rate chanp. which renect 

both the projected coat of purchased ... 
and • revtHd .urch.arge to clear the 
amount. Icc:rued in the deferred account 
for both producer and plpeUne .uppUers 
,hall be computed and filed nol more 
frequently than .emJ·annuaUy. Pipeline 
companje. may reflect in their rale. 
.uch change. al are permitted to 
producers of naturalgu under the 
Natural Gu Policy Act of 1978. Pipeline 
compania. with taw·annual .dJu.tmenl 
date. may not renect In their purcha.ed 
, •• pattem any lupply whlch I. not 
attached to III aYltem •• of the effective 
date of the propo.ed rata change.· • • 
• • • • • 

PART 201-uNIFORM SYSTEM OF 
ACCOUNTS PRESCRIBED FOR 
NATURAL. GAS COMPANIES SUBJECT 
TO THE PROVISIONS OF TH£ 
NATURAL GAS ACT (ClASS A AND 
CLASS., 

2. Part 201. account 1911. amended by 
revl'in8 par.graph A to re.d It follOW-I: 

1.1 "'nco.,.,ad purchaMd gu coetL 
A. ThI. account .h.llinclude 

purc.hated 8" co.ta rel.ted 10 
Commi .. lon approved purchlted 8a. 
l4ijtn.'tm.ent clauses when such costa an 
not included in the utility'. rale 
tcheduJes on fiJe with the Commls.ioD. 
This account .hall allO include .uch 
othel' co.ta'a. authorized by the 
CommJJllon. Co.t. of purch8led 881 
subject to passthrough under the 
Increment.1 pricing requirement. of the 
CommlJllon .hall be excluded from thit 
account .nd included In accounl192.1, 
Unrecovered Incremental Cal Co.ta. 
• • • • • 

3. Part 20111 amended to .dd • new 
account 192.1 to read al follows: 

112.1 "' • .co.,.." .iCi .. ,lNt.I gaa coetL 
A. ThIs account shall Include the 

unrecovered COlli or purchaled ga. 
which are subject to pallthroush by 
meant or an Incremental pricin8 

tutehat8L 1bia account ,hall aha 
include any other COIIta authorized by 
the Commiuloa. 

B. ThI. account thall be debited and 
account D.2. Incremental eas Cost 
Adjuttmenta. thall be credited ror 
unrecovered COtta of purchated 881 
aubject to lDcremeotal priem,. 

C. Thit account sbaD be credited and 
account 805.% debited for thOle cotll 
included iii thft account which are 
paued Ibrouah by meant or incremental 
pri",,".~ 

D. 'Thoee co.lI accumuJated in thlt 
account ror gas received durtna a 
calendar IDODth which are Dot subject to 
patsthrough by incremental pricina 
.un:b~s becaUM or altemaUve luel 
price ceWnat aba11 be tran.reped to
account 191, Unrecovered Purchased 
C .. CoIta. no la tar thaD the end of the 
month in which the applicable 
surchataes are billed. 

B. Separate sUNCCOuntS .hall be 
maintained ror the accumulation of 
incremental g .. COlta each calendar 
month and the pallthrough or transrer 
or .uch COlta 10 as to keep each period 
separate. 

-t. Part 201 is amended to add a Dew 
account 192.1 to read a follows: 

1t2.J ~ecowtM 1nct ... ...,t.I 
..u..gee 

A. ThIs account Ihall include any 
Incremental pricina .urcharpt paNed 
through to the compan, by pipeline 
suppliera. 

B. ThI. accounl .hall be debited and 
account 805.2. Incremental eal Con 
AdJuttments. .hall be credited with the 
amount of each incrementel prictna 
.urcharse a. incurTed. 

C. Thi. account .han be endUed and 
account 805.2 .hall be debited with the 
amounts Included in thJs account which 
are palted through to cultomers. 

5, Part 201 t. amended to add a new 
account 805.% to read as follow.: 

lOLl ."'Mi ... taf ... oo.t~ 
A. ThIs account shell be credited with 

"the co.ta of purchated 8as which are 
lubject to pallthrough by means of 
incremental priclna lun:bargea. 

B. Thit account .hall also be credited 
~th any increment.1 pricins lurcharseS 
p .... d through to the company by 
pipeline .uppliers. 

C. Thi. account shan be debited with 
amounta from acxount 192.1. 
Unrecovered Incremental C .. Colts. 
which are palled throosh by means of 
Incremental pricins surcharge .. 

D. Thi. account shall allO be debited 
with amounta from account 19%.2, 
Unrecovered Incremental Surcharge .. 
which are passed throush by melDl of 
incremental pricins surcbarwe .. 

PART 204-UNlFORM SYSTEM OF 
ACCOUKTS PRESCRIBED FOR 
NATURAL GAS COMPAHIES SUII.IECT 
TO THE PROVISIONS OF THE 
NATURAL GAS ACT (CLASS C AND 
Cl.ABSD, 

e. Put 201, account 191 Is amended by 
Nvblna parqi;8ph A to read •• follows: 

tit UI .. COWMId",ct lid ........ 

A. ThIs account shall include 
purcbaMd 8ai COlli related to 
Com.miatlon approved purchaHd gal 
adjustment clauses when luch COIta are 
not included In the utility's rate 
scbedul .. OD file with the CommJllloa. 
nta account .hall allO iDclude IUch 
other co.1I .. authorized by the 
CommiIsloo. Cotta of purchaled 8a. 
wbfecl to pallthtough under the 
Incremental pricint requirements or the 
CollllDillloD shall be excluded from thi, 
account and included iIi account 1!l2.1, 
Unrecovered Incremental Cas Co.la. 
• • • • • 

1. Part 2Ofo t. amended to add. Dew 
aCCOl,lDt 192..1 to read It followl: 

112.1 ~ad n:.emeI,talpt cotta. 

A. Thli account .hall Include the 
unrecovered co.ta of purchased 8aS 
which are .ubject to paJlthrough by 
meant of incremental pricins 
surcharpl. Thi. account shall allO 
include any other COIta euthorized by 
the Commlllion. 

B. ThIs account shall be debited and 
account 731.2, Incremental Ca. Colt 
AdJubDentl. shall be credited for 
unrecovered costa of purchased 8as 
aubject to incremental prlc1ns. 

c. Thi. account Ihan be credited and 
account 731.2 debited for those COlta 
included in thia account which are 
pa .. ed through by means or incremental 
prictnslurchargea. 

D. Those COlts accumulated in thI. 
account ror gal received dllling • 
calendar month whJch are not .ubject to 
pallthrough by incremental prictna 
lurcharsel because of alternative fuel 
prioe ceillng. Ihan be transrerred to 
accounI191. Unrecovered Purchaled 
Cat Co.ts. no later than the end of the 
month In which the applicable 
surcharses are billed. 

E. Separate lubaccounts.Ahall be 
maintained for the accumulation of 
Incremental gal costs each calendar 
month and the pallthrough or tranlfer 
of wch COlta 10 as to keep each period 
separate. 

a. Part 204 Is amended to add a new 
account 192.2 to read 88 follows: 
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1'2.2' u..ecct\II •• 1nC:nment.f -A. Thf. account .ban include any 
incremental pricing lurcharsel passed 
throuSh to the company by ill pipeline 
lupplien. 

B. Thil account Ihall be debited lind 
account 731.2. Incremental Gas eolt 
Adjultmenll •• ban be credited with the 
mount of each lPcremental prlcin.8 
• urcharae as incurred. 

C. Tbi.t account thalI be credited and 
account 131.2 .ball be debited with the 
amount. included in thil account wblch 
are palled lhrMlgh to cuatomera. 

8. Part 20111 amended to add a Dew 
.ccount 131.2 to read al followl: 

711.2 lnCra""""',,, ~ adfuttmanta. 
A. Thil account ahall be credited with 

the colli of purchased sas which are 
lubJect to pa .. throuah by means of 
lncrem'ental pricing lurcharge • • 

8. Thi. account shan alto be cred1ted 
with any incremental pricing lurchattlel 
palled throuah to the company by III 
pipeline IUppllen. 

C. 1'hlIaccount .han be debited with 
amount. from account 18%.1. 
Unrecovered Incremental e .. eoill. 
which are palled tbroush by mella of 
Incremental pricing lurcharge •. 

O. Thi. account .han al.o be debited 
with amount. from account 182..2. 
Unrecovered Incremental Surcharp •• 
which are plllled throuah by mella of 
incremental pricing surcharges. 

10. Subchapter I of Chapter III 
amended by adding a Dew Part w td 
re.d .. followl: 

'ART 212-1NCREMENTAL PRICING 

...... A-Genwal R ...... and DeIlnttloM 

.... 
282.101 Pwpoae. 
Z82.1OZ AppliCllbllity and eft'dYe ute. 
2&Z.103 Definition.. 

IIII:Ipwt B-LelI~ 
Z82.ZOl CenerliJ rule. 
zaz..zO:2 OIfinitioos. 
Z82.203 Exempt eruI-uees. 
:zaz..JOf Obtalninl an oemptioa. 
ZIZ..205 Olan,e of circwDltancn. 
Z82.208 Petitio. for IJWIlPtiODI under 

NCtion ZOI(d}. 

1ubpM~lofCoDWIfeCt 
to Inar ........ Pnc:In8 

Z8U01 CoIita lubJect to ina'elillntal 
pric\na:. 

232.302 Cu quelif)1nl under mON than 
one provillon. 

zauos Pint .. Ie acqui.ltion COIIt 
282..3Of Incremental pridna tbretbold. 

~ D-(Set: fortI'Iln Anal ........... 
In Dodutt No. Rll7'l-Z1J 
Iubpwt E ................ PI10Ing Aooourda ... -:zc.501 GeDe:n.! nile. 

So, _ 
Z82.502 ACCOUIItin&. 
282.503 PCA reduction. 
:282.5()I Increment, 1 prictna Iurch.rp. 
28%.505 Recover)' or amounll in exce .. of 

maximum lurchlr'8e ab.orptlon capabllitie .. 
282.506 Refund •. 

Sub",,,, r-ft19Ortlnl Mel FIlIng 
~'ementa 

282.ect nRC '''' tariff provi.IOlIL 
:282.602 Tariff tbeeta. 
282.803 lnformatlonal fWnp. 
AudKwl1)': TbI. part I, Illued undlll'the 

Natur,) C .. Pol1cy Act of llJ'1l, Pub. L ~ 
en. 112 Sill. SSSO. 16 U.s.c. S301,.t 1fMl: 

....... " A-4onoroI Auloo Mel 
Deflntuon. 
t 212.101 r"'JlOH. 

The PWPOII of rul part I. to .et forth 
an incremental pricins rule in 
accordance with Tide U of the Natural 
Gas Policy Act of 1878. The rule requires 
that certain coat. of acquirin& natural 
,.s be pa.sed throuah a. a .urcharse on 
.. lei of natural S .. uud ... peci.fled in 
the rule. 

t 211.102 ""pRc..,- and affaclha .... 
(a) Uses. Natural gal uled al boUer 

fuel in industrial boUer fuel facUitie. on 
and .fter January 1, 1980, .ball be 
.ubject to incremental pricins under thi. 
part. 

Ib) Costs. co.tI delcribed in Subpart 
C and incurred by natutalS&I .uppliel'l 
on or after January 1. 1980 •• hall be 
.ubject to this part. 

Ic) NoluroJ gas l uppliers. Intentale 
pipeline. and local dI.trlbution 
companies .han be .ubject to tbi. part. 

(d) Effective dole. The provl.lons of 
this part 'han be effective Nov.mber 1. 
1979. provided thot the provl.lon. of 
.. 282.2.Ol throush 282.206 .hall be 
effective October 1&, 1979. 

t 212.103 DaftnftlOM. 
For purpose. of this plitt: (a) "Natutal 

8" .upplier" mean. an intentate 
pipeline or • local dI.t!ibution company. 

Ib) "Local dI.tribution company" 
mean. any penon other than aD 
intentale pipeline thaI receivea ga. 
directly or indirectly from an interatale 
pipeline and which 11 enaa,ed in the 
.ale of naturals .. for reu.le or for the 
ultimate con.umptlon. A penon 11 Dot 
con.idered .. havtna receiv.d. ... 
directly or indirectly from an I,nlentale 
pipeline if the only service performed by 
an intentate. pipeline for the purchal8r 
i. a tran.portation service. 

Ie) "Facility" means all buildinp and 
equipment located .t the .ame 
geographic .ite which are commonly 
considered to be part of one plant. mill. 
.refinery or other iDdUitrial complex. 

(d) "Indu.trial facUlty" mella liny 
facility enga8ed primarily in the 

extraction or procel.ing of raw 
material •. or in the proce .. 11l8 or 
chall8lna of raw or unfmi.hed materials 
into another form or product. 

Ie) "Non-exempt industrial boiler fuel 
facility" mean. any Indu.trial boiler fuel 
facility other than any .uch facility 
which h .. been exempted from the 
provi.ions of thi. part in accordance 
with Subpart B. 

(f) "No. 2 fuel oil" mean. No. 2 011 •• 
definad in the .tandard .pecificatlon for 
fuel oUs pubU. bed by the American 
Society for Telttns and Material •• 
ASTM D 396-78. 

(s) "No. & fuel oil" means either llaht 
or heavy No. & oil .. defined in the 
.Iandard 'pecification for fuel oil. 
publi.hed by the American Soctety for 
Testina and Material •• ASTM D 396-78. 

(b) "No. e fuel oil" means No. e 011 as 
defined in the Itandard .peci8cation for 
fuel oil. published by the American 
Society for Te. tins and Maleriata. 
ASTM D 3il&-7a. 

(I) "Low .ulfur fuel 00.1 means any 011 
containinB 1 percent (1") or 1 ... sulfur 
conte,!~b)' weight. 

(j) "HiBb .ulfur fuel oil" meant any oil 
containina more than 1 percent (1'" 
.ulfur content by weight. 

(k) "Briti.h thermal unit" or ''Btu'' 
.ball have the meanina .. t forth In 
,270.102. 

Subpwt B-Exempttone 

t 2IUOt caenar.I .... 
(a) StCltutory examptiOM. Natural ... 

used for purpose. delCrlbed in 1282.203 
.han be exempt from incremeata.l 
prlctns .. provided in IUbaectiOns 208 
(a), (b) and Ic) of the NGPA. Exemption. 
for such 881 may be obtained in the 
manner pretcribed in 1282.2i04 . 
Adju.tment. under authority of 
.ub.ection &021c) of the NGPA a. may 
be nece ... ry to prevent .peclal 
bard.hip. inequity. or unfair di.trlbution 
of bu.rdel'l' may be obtained u provided 
in 1 1.41. 

(h) Di6cnttionory flJCemptioll6. 
Petition. for lin exemption under 
authority of .ublection 206(d) of the 
NGPA may be rued in the manner 
preacribed in , 282..208. 

t 112..202 Deflnltlona. 
For the purpo ... of this aubpart: 
(a) "Agricultural UN" means any Ule 

omatutal8es: 
(1) which i. certified by the Secretary 

of Asriculture under 7 CFR , 29OO.S • • 
an "elsentlal agricultural ule" punllflnt 
to taCtion 401(c) of the NGPA; or 

(2l which i. tlIed in the followlna 
laxtile manufacturtnp operationslJ.miled 
as set forth below 10 the production or 
procellina ofnlltural fiber, 81 set forth 
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in the StondorrJ Ind!ntrhJ/ ClauifkotifJII 
ManuaJ-l~ 

~8JC No.. .... 1DcIu.tr," ~ 
U18road WOftrI Fabric MIll .. CottOD 
U% Brot.d WOVeD F.bric Mill" Ma.n-DlfIde 

F1ber aDd Sllk (Mturallibet ProcHIIiAa 
001" 

223 &ro.d WOftI'I F.bric MID .. Wool 

(fDdodlno "' .... "'" ""'....., Z24 Nanow F.briCi and Other Small .... 
MiDI: eon-. WooL sm:. aad MaD-aadt 
PI .. ( .. _ ... ....-... 001" 

1251 Ctrwlar kDil Fabric MiDI (ZUlNral m. 
"...,.u ... _, 

usa Wup knit Fabric Milt. (DAtura} ftbco 
pvceN1nc only) 

Z2I o,.tDa: and rtro.hJ"I Tum... beept 
Wool ,.brica and KAtI Good.t (n.tunJ 

, liber pnx:eum, only) 
221 Yam and T1arnd MllliI (naNral fiber 

"'-""'''''') 2m'l-'eh Gooda. Except WOYft Felt. .... 
_~""tI (uhanol ftbar prouuiDa only) 

Z283 Paddiap aDd Upholltl". FUlina (niltunJ 
fiber ptOCeNina only) 

Z2IN Proceaed WI,tl and Recovered FIb.n 
and Plock (uturel fiber proceNtns ODly) 

2ZSII eo.ted Fabric, Not Rubberiud (Batunt 

tt. PftICDIinI only) 
ZNI Noowovm Fabric. (natural m:. 

-""" ZZIIIII Tn:UIe Gooda. Nol E1Mwben a.....us.d 
(utanl Boo proceulna oIlly) 

(b) "School" lUau I f.eWty the 
primary fuKtloa of which is the delinr)' 
of inalnactioll to regularly enrolled 
.tudent.1D attendance at .ueb facility. 
F.clllU .. ued (Ot bodnducatioaal aDd 
non-educ.tional .ctivitie. are Dot 
included under thi. definition unle .. lb. 
latter acthitl .. .,. merely iDcldental to 
the delivery of in.truction. 

(e) .. Hotpltal" means. r.cility the 
primary fwK:tloa of which I. the deUveT1 
of medical care to patient. who remaiD 
at the f,eWty. Outpatient clinics or 
doctor'. omen are not Included in thiI 
definitioa. Nunina bomel and 
coOv.alelcmt home. ll1Iincluded in thJ. 
definition. 

(d}"'SbD.llar inltitution" meanl • 
lacWt, the primary function 01 whJch II 
the I&IU u the primary function of the 
faciDty to whkb it II compared. 

(e) ~ copneration f.cllity" 
meaDI a coaenentioa facilltJ wlUcb 
meell the requirementa preteribed by 
the CommiJllon pUl'luant to section ZOl 
of tha Public Utility Reaulatory PoIic:1u 
Act 01181& 

1212.201 IEntnpt end lJMiI 

The incremental prldns proviliODI of 
thl. part thaU only apply to indultnal 
faeillH .. whicb UH natural ga ... a 
boiler fueL In addition, in accordance 
with the provl.IOIlI of aactiODI 208 (.), 
(b), and (e) of the NCPA. nafurll ga. 
ued for the foUowm, purpo .... 1W1 be 
exempt from locremental prlcin8 UDder 
thI. part: 

(al all , .. uHd. for boU ... fuel by aD 
IDdUitriai boUer fuel f.dUtJ which w .. : 

(1) in w.t.nee OD NOftIDber II. I.,.. 
and 

(2) did not conlume more than aD 
average of 300 Met per day for boUer 
fuel du.ring any calendar month of 
calendar yur 1977': 

(bl all8a. uHd. lor an. 'srladturaJ ue: 
(c) all,a. uad in a lchooL bOlpitaJ. 

or .imUar inltitution; 
(d) &D,u uled for the pneration 01 

electricity by an. electric ufillty; and. 
(a) all,., uMd 10 a qualif)rtna: 

copnention fadlity. 

f 2IUID4 ObtIIo*'ll an a.emptIon. 
(.) General. ThI, nctian e.tabUsbei 

procedures by which owner-. or 
open.ton 01 tnduatrial boUer fuel 
t.dlJti .. JUy obtaio aft exemptioa For 
natural,,1 uMd for the purpoHI 
d ..... bed In 1282.200. 

(b) DttmnninaUon of Indu.trioJ boil«
fuel faciIiU ... On or before October IS. 
1919, .. ch natural 8.1 IUpplier .ban 
determina wbJch facWtie ... rved 
directly by 11 are bMlustrial boller fuaI 
facWties. 

(el Extunplion on the /XUi.o/ 
company recorrb. (1) Oa or berore 
October 15. 1m.. each natural,,1 
lupplier .hall detannine from an 
exam.tn..tiou of Ua recorda which 
indutrial boUer fuel f.dUde .. II 
Identified UDder paragraph (b). were 10 
existence on November II. 1978, and. 
either. 

(I) did not UN more thaD an ner.,. 
of 300 Md per day dUZ'i.a, any calendar 
month of calendar year 1977; or 

(ll) did not UN JnOJ'e than an. 'Vetage 
of 300 Md per day for boiler fuel dwina 
any calendar month of calendar year 
1977. 

(2) The n.turaI gil luppUer Ihan treat 
an. lnduttr1al boUer fuel facl.1lty for 
which ID .fflrmative detennloation w 
made UDder lubparagnph (1) a, exempt 
from Incnmental priem, under this put 
without further action by the OWDer 01' 

operator of the facility. 
(d) Exemption on tIte btWe of 

clfidarit (1) OJmmiuion to providtJ 
uemption c/fidc"il& On an.d alter 
October" 1m. axemptioa afBdavtta .. 
delCribed ill IUbparaarapb (3) will be 
available to n.turaI gas IUpplJers for 
purpoIH of IUbparaarapb (2) and to IDJ 
other lDternted person upoD request 
from the 0fBce of PubUc lnfonnatioa. 
Federal EnefB)' Regulatory Commillloa. 
Room 1000. 82.5 North C.pltol Street. 
NE.. W .. hin&tOD, D.C. 2OU& 

(2) Availobility /rom noturo18O# 
.uppUera. (i) Initial Ml"'rice. Not later 
than Oc:tobe{ IS. 181'11. each natural ... 
supplier lbaD mail or otherwise 1Upp~ 
ID exemptiDD affidavit, as deacrlbed in 

,ubparqrapb (S). to the DWDft' or 
operator of eech Induttrtal boUer ftIeJ 
fadUty OD euch utaraJ ... suppller'. 
l}'Item whicb the rulturaI ... IUppUer 
did not dat,rmiDe to be exempt pursuant 
to paragreph eel. 
{U}R8pon_~. PMhINI .. , 

,uppUen wb.lch IhIPPIJ exemptioa 
afIIdavf1l1llKler de ... (I) ,haD requett 
that executed afftdavlt. be flied on 01' 
beCon Novamber I, 1871, III eccordance 
wfllo .. bpmo""pII «,. 

(W) Onaoina cwV/obiJily. After 
October IS. 11'71, utural PI euppUen 
abaU maka ax.amptloa alJldavU. 
available at their prfDcfpeJ pb.ce of 
buain ... on ID ooaoin8 .... ~ 
replar but1ne .. hoUlL 

(3) Content. of Ulrnpt.ion clfidavit (I) 
n. exemptiOli afIIdaY:lt wiD provide lbe 
owner or opft'ItOl' of aD iDduetrlaJ boiler 
fuel fadUty with the opfIOitwtJty to 
,..pond to the foOowfns qaeltioar. 

(A) w •• the customer'1 fadlily In 
lxi,tence on N(JVember 9. 18"l1. and cUd 
tha fadUty •. on the bella of recordI, 
documen~ or d.ta in the customer', 
popellion. COIUUftle no more than an 
average of 300 Md per cia, II boUer fuel 
durins anJ calendar month of calendar 
year 19"771' 

(BJ 11 all otthe natural, •• cormuned 
at the CUltomer'1 faci1i1)' uled '1 boiler 
fuel fot an qrtCDItural UN? 

(C) u the customer', fadUty. In It. 
entirety, a acbool boapitaL or .unUar 
facility? 

(D) It the CUltomar'l f.dUl)'. tal .. 
enUrety. UMd for the J8DenltioD of 
electricity by ID electric utility? . 

(E) It the customer'l facility. in U. 
entirety. a quaillyins cogeneration 
facility! 

(P) II a portion. though not all or the 
8al con.umed at the CUltOIllll'" f.cility 
uaed u boiler fuel for an qrlcu1tural 
.... 1 

(C) It the cuslomer'l facility. in part 
but not in ita entirety, a Gool bOlpltaJ. 
or aimilar facility! 

(H) II the CUllomer'. facillt" ta put 
but not in ita entirety. UIed for the 
pneratioll. of .lectridly br an..Je.ctrlc 
utility! 

(I) II the CUltomer', f.dUly. in part 
but not in Ita entirety. a qualifyina 
copneraUoo f.cillty1' 

(11) The axemption aftld.vtt wiD nour, 
the CUltomer that, if be afftrmative!y 
rnponds to any of the queatione.(F) 
throuah (I) volume. of natural,,1 uaed 
in the custolDllJ", f.cWty will.be .xempt 
from iocremeotal priciDa to tha.extent 
that 

(A) For the period prior to N(JVember 
1. llM1l. thl customer,providet 
lubmeteriDs detenn1natiODl 01' certified 
estimet .. on a monthl, b .. 11 to hi. 
lupplier or exlcutnlD."......at with 
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hiliupplier 10 81 to establish the 
volumes of naturalga. used in his 
'acillty which will be exempt from 
incremental/rieing: and 

(8) On an alter November 1. 1980, 
the customer maintain' Illbmeten and 
records. or Qbtains a purchase order for 
.ubmeters .81 :equired by subparagraph 
(6). 

(III) The exemption .ffidavit will 
indicate the record retention obligation 
which may be incurred by the customer 
under subparagraph (8) of this 
parapph. 

(Iv) The exemption affidavit will 
contain nch other informaUon al may 
be necellary for completion and return 
of the affidavit 

(4) FilinS of ~xempJion affidavits. In 
order to obtain an exemplionJrom 
incnmental pricing, an owner or 
operator of an indUitrial boiler fuel 
facility IhaU file an executed exemption 
affidavit, .igned and dated by a 
responsible official aSlociated with the 
facility, under oath, with the Pederal 
Energy Regulatory Commission, 825 
North Capitol Street. N.E., Washington, 
D.C .. 20126. and send a copy of the 
executed affidavit to the natural gas 
supplier serving the industrial boiler fuel 
facility. 

(5) Ef/fICI of filins an ~xemption 
affidaviL (I) If the owner or operator of 
an Indu.trial boUer' fuel facility 
affirmatively responds to any of the 
questiom (A) through (E) ••• set out Ia 
subparagraph (3), and filee the affidavit 
In accordance with subparagraph (41, 
then naturalsas used in the facility shan 
be exempt from incremental pricing 
under this part. 

(ii) If the owner or operator of an 
induetrial boiler fuel facility 
.mrmaUvely responds to any of the 
questions {FJ through (1) 811 set oul In 
subparasraph (3), and files the affidavit 
in accordjlnce with subparagraph (4). 
then natural ga. used in the indllltrial 
boiler fuel facility .ban be exempt from 
Incremental pricing to tbe extent 
determined in accordance with the 
applicable provision of subparagraph 
(6). 

(e) Determination of u~nt of portial 
exemption. (I) If the owner or operator 
of an induetr{al boiler fuel facility 
affIrmatively respond. to question (F) a. 
let out In subparagraph ('): 

(A) For the period January 1, 1980. 
through October '1. 1980, the volume of 
natural sa. ueed ill the facility which 
shaU be exempt &om Incremental 
prldna may be determined moD.tblyon 
the baMS of: 

(1) ... bmeterInC determinations; 
(~..umat ... a. ltJned under oath by 

a Nlpou1ble company official. that .... 
fwniabed to 1M ladUty', nahanl P' 

supplier 81 required by the supplier for 
billing purposes: or 

(3) a supplier-customer agreement. 
signed by responsible officials of the 
supplier and the customer. 88 10 the 
volume of natural gas wbich is 
consumed by the cuatomer for an 
agricultural use. 

(8)( 1) Subject to clause (2), on and 
after November 1, 1980, the volume of 
natural gas used in the facility which 
shall be exempt from Incremental 
pricing shall be detennJned on the basis 
of and to the extent there are submeter 
reading records for each month, as 
signed under oath by a responsible 
company official. that show the extent 
10 which ga. Is conlumed for an 
agricultural uae and that are fumilhed 
to the facility'. natural sa •• upplier al 
required by the .upplier for bUlina 
purposes. 

(21 Certified monthly e.timatea or a 
supplier-customer agreement may be 
utilized 10 determine the volume of 
naturalg88 consumed in the facility for 
an agricultural use which .hall be 
exempt from incremental pricina for a 
period followin8 November 1, 1980. 
provided that the owner or operator of 
the facility has obtaiDed a purchase 
order for allsubmeten which will be 
needed in the facility by November 1. 
1980. and .uch auhmeten will be 
Installed within a ntuonable period of 
wn •. 

(II) If the owner or operator of 811 
industrial boiler fuel facility 
affirmatively respondl to any of the 
question. (G) throURh (I): 

(AI For the period January I, 1i8O, 
through October 31, 1980. the volume of 
naturalgaa used in the facility which 
shall be exempl from incremental 
pricing may be determined monthly on 
the baais of: 

(1) submeterins determinationl; 
(2) estimate ... 1 signed. under oath by 

a responsible company offiCial. for each 
month th.t an! fumished to the fadUty's 
naturals ... uppller •• required by the 
.upplier for billins pwpoM'; 01' 

(3) •• upplteN:Utomer apeemetlt 
.!gned by responsible officials of the 
.upplier and tha CU8tomer ••• to the 
volume "f natural sa. which is 
oonsnmed by the customer for. an 
exeanpl use. 

(B1(1) Subject to clause (2). on .nd 
.fter November 1. 1aeo. the volume of 
natural ... UMd in the facility which 
shan be exempt &om. lnc::nrmental 
pricins shan be detennined 00 the bola 
of and to the extent there arellUbmelen 
which perDUt detenniDalion of the 
volwae of exempt aNte and wl:dda are 
available to be read by the facility'. 
.naturalsaslRq)pUer, or on dut buil of 
and to the extent there aN .ubmeter 

reading records for each month, 81 

ligned under oath by a responsible 
company official, that show the extel .. 

• 

to which gas is consumed for an exempt 
use and that are furnished 10 the 
facility's natural SOl supplier a. required 
for billins purposes. 

(2) Certified monthly estimates or a 
supplier·customer agreement may be 
utilized to determine the volume of 
natural gas conaumed in the facility for 
an exempt use which Ihall be exempt 
from incremental pricing for a period 
follOWing November I. 19110, provided 
that the owner or operator of the facility 
has obtained a purchase order for all 
.ubmeten which will be needed in the 
facility by November 1. 1980, and such 
.ubmeters will be installed Y\o;thin 8 

reasonable period of time. 
(7) Effective dote of exemption. (i) If 

the owner or operator of an industrial 
boiler fuel facility tues..an exemption 
amdavlt with the Commission and 
sends a copy to the facility'. nalural gas 
supplier in accordance with 
subparagraph (4) on or before December 
31, 1979, the facility shall be exempt 

. from incremental pricina in accordance 
with this part as of January 1, 1980. 

(II) U the owner or operator of a n 
industria l boiler fuel facility files an 
exemption affidavit with the 
Commission and sends a copy to the 
facility's natural gas lupplier In 
accordance with subparagraph (4) on or 
after January I, 1980. the facility shall be 
exempt from incrementa! pricing under 
this part al of the beginning of the first 
full month following the date the 
exemption affidavit is filed with. the 
Commilsion and received by the 
facility's naturel gal suprHer. 

(8) Record retention. 1 the owner or 
operator of an Industrial boiler fuel 
facility obtainB an exemption as a result 
of affinnalively relponding to question 
(A) as set out in subparagraph (3), the 
owner or operator shall, for. period of 
al leaat three yean from the date of 
filing the exemption affidavit, retain all 
records, docu.ments or data which 
formed the b.li. of the response. 

(e) Public availability 0/ exemption 
information. (I) ExeclJltK! exemption 
affidavit.. Copies of executed 
exemptlon .amdavits which an! ttled 
with the Commission .hall be available 
for public inspection through the Office 
of Public information, Federal Energy 
Regulatory Commission, Room 1000. 8Z5 
North Capitol Street, ""N.£., Wuhlngton. 
D.C. 20126, 

(2) Li.,. of non-exempt fociliti~. (I) 
On or befOl'l Janwary 15, 1911Q, each 
natural au lupplier aba1l file with the 
Secretary, Pedaral EMIlY .Regu.Iatory 
Commission. IZ5 North Capitol Street. 
N.R., WaahinstOD, D.C. 2M26. and with 
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each alate or local regulatory authority 
having appropriate jurisdiction oyer the 
lupplier. a Ii,t of alllndu3trial boiler fuel 
racilitjel served directly by the .uppUer 
which did not Qualify for an exemption 
under paragraph Ie) or (d).1 of 
December 31, 1979. 

(Ii) On or before January 15th of eacb 
year after 1980, each natural gal 
luppller .hall file with the 8gencle. 
Ipecifled In clau.e (I) a reviled U.t of aU 
non-exempt indu.trl.1 boiler fuel 
facilities aerved directly by the supplier. 
A revised li,t .han Indicate all addltiOM 
or revbloru to or deletionll from the 
prior year',U.l 

(Iii) List. of non-exempt indu,trlal 
boiler fuel facilities med in accordance 
with claule (I) or (IJ) ahalllndicate the 
ahemative fuel capability of each 
facility thereon. a. e,lablished in accord 
wjth the proviliona of I Z82.403. 

(iv)lJ,ts of non-exempt facilitiel filed 
In accordance with claul e (I) or (iI) shall 
be available for public inspection 
through the Office of Public Information. 
Federal Energy Regulatory Comml8lion. 
Room 1000, 825 North Capitol Street, 
N.E., Wuhington, D.C. 20426. 

(I) Protests. (1) Any interested penon 
may protelt the exemption of an 
industrial boUer fuel facility from 
incremental priclnS. 

(2) The procedures aet forth in t 1.10 
ahallsovern the.fiUng of such a protelt, 
except that any penon filing such a 
protelt shall serve a copy of the proteat 
on the affiant of the exemption affidavit. 

(3) The amant may file an answer to 
any protelt. Such answer muat be filed 
within 30 daya of the aervice date of a 
proteat. The amant shallaerve a copy of 
the answer on the party filinS the 
protelt. 

t 212.205 CI'wIge of cIrcurn.tancn. 
(a}.-General rule. (1) If circumstance. 

change with respect to any facility 
which haa been exempt in whole or in 
part from the provi.lon. of this pEU1such 
that the basia for the exemption hal 
changed or no longer exists, the owner 
or operator of such facility shall 
promptly, in writing, under oath. notify 
the Commission and the naturalsa. 
supplier serving the facility that the 
balil for the exemption haa changed or 
no longer exists. In IUch case, the 
naturalsaa uaed in the facility shan be 
aubject to Incremental pricing 
surcharsea In accordance with and to 
the extent required by the provi.iona of 
thil part. 

(2J Such notification ahall be marked. 
"Change of Exemption Statu. under 
Incremental Pricing Prosram" and .hall 
be filed with the Federal Energy 
Regulatory Commi8lion, 8Z5 North 

Capitol Street, N.£., Waahlngton, D.C. 
20426-

(3) A notification filed pursuant to 
.ubparagraph (1) .hall be effective .. of 
the beginnlna: of the fint full month of 
aervice after the notification tl filed with 
the CommJ"ton and t. received by the 
naturalsal .uppUer aervins the facility. 

f 212.201 'aadow'll for axampUona under 
-201(<1). 

(a) General rule. Any person may 
petition under authority of lubaectioa 
206(d) of the NGPA for th~ exemption. in 
whole or In part. of any non-exempt 
IndDltrial boiler fuel facUity or catesory 
thereof. 

(h) Pili", requirements. A petition for 
an exemption under authority of 
.ub.ection 206(d) lhalI: 

(1) conform to the requirement. of 
t 1.7: 

(2) contain sufficient inlormation and 
data to permit review of the petition on 
the merit.: and 

(3) provide an analYlis of any 
environmental Iisuel which are relevant 
to the requelt for an exemption. 

(c) Notice. Public notice of the filing of 
a petition for an exemption under 
authority of .ub.ection 206(dJ ahall be 
given with opportunity for comment by 
inte~.ted person •. 

(d) Denial without prejudice. A 
petition for an exemption under 
authority of lubaectlon 206(d) which I. 
not acted upon within 90 day. of the 
date for aubmt"ion of commentl I hall 
be deemed denled without prejudice. 

Subpart c-o.lennlnlltion of eo.l, 
Subject to Incremental PricIng 

1212.301 CoatI tubtld-to Incremental -The co.t. lpecifled In thi. lection are 
acquisition co.lI which ahall be .ubject 
to the passthrougb provisions of thi. 
part. 

(a) New hatural goa. In the case of 
new natural sal (a. defined in aection 
102(c) of the NGPA), any portion of the 
fU'lt sale acqui.ltion co.t of IUch natural 
gal which exceedl the incremental 
pricing threshold applicable for the 
month in which the delivery of auch 
natural Sa. occurs.hall be lubJect to 
thil part. 

(b) Natural go. UIIder intro,tote 
rollover controct In the cale of natural 
sa. delivered. under a rollover contract 
which was not committed or dedicated 
to intentate commerce on November 8. 
1978. any ~rtion of the fint , ale 
acquiaition eolt of IUch naturalSIl 
which exceed. the incremental pricina 
threshold applicable for the month In 
which the delivery occurs shall be 
.ubJect to thil part. 

(c) New, on,hore production well go •. 
In the cale of naturals_, produced from 
any new, onlbore production well (as 
defIDed in lection l03(c) of the NGPA}, 
any portion of the first .ale acqullition 
COlt of .uch naturals .. which exceed. 
the increment'l pricina thre.hold 
applicable for the month in which the 
delivery of IUch natural g .. occurs ahall 
be lubject to thi. part. 

(d) LNG imports. (1) Subject to the 
provisions in lubparqraph (2). in the 
case of liquefied natural sal Imported 
into the Uniled State •• any portion of the 
fint lale acquisition COlt of IUch natural 
sal (whether or nol liquefied when 
acquired) whlch exceeds the 
in,cremental pricing threshold applicable 
for the month In which auch liquefied 
natural sal enten the United State. 
.hall be subject to thil part. 

(2) eoltl of liquefied naturalsas 
imported into the United State. shall not 
be subject to thll part if: 

(I) the importation of the liquefied 
natural ga. waf authorized under 
lection 3 of the Natural Ga. Act on or 
before May 1. 1978; 

(ii) an appllcatlon for such authority 
wal pending under section 3 of the 
Natural Gal Act on .uch date. except as 
set forth in . ubparagraph (3) below: or 

(iii) In connection with the grantinS of 
any authority under the Natural Gal Act 
to import luch liquefied natura) g ... the 
Secretary of the Department of energy 
or the Commi"ion, in accordance with 
the Department of Energy Organiza tion 
Act (or any delesation or a u isnment 
thereunder), de termines that a contract 
bindins on the importer or other 
lub.tantial financial commitment of the 
importer W8I made on or before luch 
date. except 81 let forth in subparagraph 
(3) below. 

(3) Clau.ea (Ii) and (iii) of 
lubparagraph (2) shaU not apply with 
respect to any liquefied natura l gas 
import. If. in connection with the 
granting of any authorlty under the 
Natural Gal Ac! to import lucb liquefied 
naturals ... the Secretary of the 
Department of Energy or the 
Commiulon. in accordance with the 
... ignment of functions under the 
Department or Energy Organization Act, 
determines that the portion of the COl" 
of .ueb lmportl as described In . 
.ubparagraph (1) ,hall be subject to this 
p.rt. 

(e) Noturalaos (other than LNG) 
imports. (lJ Subject to l ubparagraph (21, 
in the case of natUIa l gal (other than 
liquefied natural gas) imported into the 
United Statel, any portion of the firat 
sale acquilition co.t of such imported 
natural sal which exceedl the maximum 
lawful price, per million Blu'l. computed 
under section 102 of the NGPA (relating 



FecIenl Rep.t_ , Vol. 44, No. 195 , Friday, October 5, t979 I Rule.· and ResulaUODI 57749 

to new n,tunl pI) fer the ~ in 
'Whieb .ueb naturals,. enters the 
United Statn without regard to HCtion 
110 of the NGPA. .uU be fUbject to thi. 
part. 

(2) Subject to subparagrapb (3). 
.ubparagrapb (1) Ihall oo1y apply to 
colli of volume. of natura1.as (other 
than liquefied-natural pa) bnported into 
the United Stat •• which exceed both: 

(I) the maximum delivery obliptiona 
for the month La which.uch deliwt!')' or 
n.trual,.. oocun. II specified by 
contracllenlered into on at before May 
t. 1178 aDd ill effect wbea ncb deJjvel'J 

""""'" and 
(til the wolume of natural s.a imported 

Into th, Ualted State. by the int .. "t. 
pipeline involved d1lrin8 the 
co","ponding month of calendar year 
1977. 

(3) Subparqrapb (%) Dotwllhttandlna. 
.ubparqrapb (II .ball.apply to the 
portion o(firlt tale acquisition com. at 
de.cribed in subparagraph (1). of 
volume. of naturals" (other than 
liquefied IUlturalSI.) imported into the 
United Stat •• which exceed the volume 
of natural, •• imported into the United 
States by the Intentale pipeline 
involved during calendar year 1971 if, in 
connection with the grantins of any 
authority under the Natural Ga_ Act to 
impon IUch naturals'" the Secretary of 
the Department of EnelV or the 
Commiliion. in accordance with the 
el.ignman.t of functiolll \lOde!' the 
Department ofEneru Ozpn1zation Act. 
determinel that.ubparasraph (1) than 
apply with rupect to .uch natural ga. 
imports. 

(I) Stri~r well natumJ SO'· In the 
case of Itripper well Itl8tural Sal (a. 
defmed in .ection 108(b] of the NGPAl 
any portion of the fint Nie acquisition 
cosl of.uch natural ga. which exceeda 
the maximum lawful price. per millioo 
Btu'., computed under Nction 102 of the 
NGPA (relatiDe to new natural .. ) for 
the mouth LD which the deli..-err of.ch 
sas occun without reprd to NClioD 110 
of the NGPA. ahall be subject to thW 
part. 

(g) High-ctnt nolural sa-- In the calM! 
of hlgh-colt naturals" (a. defined in 
leclion l07(C) of the NGPAl, any portion 
of the fir.t .ale acquhrltion eMt of atteh 
natural sal whic)l exceeds 130 perooent 
of-

(1) the weighted average per blll'l'el 
cost of No.2 fuel on landed in the 
greater New York City metropolitan 
erea, as pubUshed by the Energy 
Information Administration of the 
Department of EneI1Y, during the month 
preceding the month in which dellvery 
of IUch natunJ S8S occun, divided by, 

(2) a Btn conversion factor of 5.11 
mJllion Btu's pet barreHhaD be eobJect 
to this part. 

(h] Aloeko Natural Gae 
Tranllportation System. In the ca.e of 
natural S81 produced from the Prudhoe 
Bay Unit of Ala.ka {Ill defined in 
.ecHon 2 of the NGPAI. and traneported 
through the natural sae hanspon.Hon 
eyetem approved under the Alaska 
Natural Ga. Tranaponation Act of t976-
the followins amount. .haD be IUbJect 
to tJUe pert: 

(I' any portion of the fint .... 
acquieltion oo.t of natural sal which i. 
not de&erlbed in subparagraph (2) and 
which exceedl the maximum. lawful 
price, per miIUon Btu'. computed. ander 
lecHem t08 of the NGPA (rel.tIns to 
other categories of aaturalS.I) for the 
month in which deny.,., of ncb n.turel 
S.I occure without regard to NetlOD 110 
of the NGPA; and 

(2) any alDQQDt paid to an, persOD 
(other than the producer of .ach aalural 
sa. or an .mtiale of auch prodwm) for, 
or attributable to, U1 compree;aing, 
satheriDs. proceuiDa. treating. 
liquefying. or tranaporting of ncb 
natural gaa, or any .imilar.errice 
provided with respect to I1Icb natural 
sas, before the delivery of .uch natural 
S81 to .uch .yslem. 

(1) IncreaMJd 6ta18 M!Vflrrmoe ~ (1) 
Subject to the provialona of 
eubpuagrapb (2). any portion of the COlt 
of naturalsas at any:first .. Ie 
atbibutable to any increa .. in the 
amount of state severance ta.xe. (a. 
derIDed in aection uO(c) of the NGPAl 
which re.ultt from a provilK1n of .tate 
law enacted on or .fter December I, 
1971, Ihall be eubject to this part. 

(2) Subparagraph (1) shall not apply to 
any incre.ue in ltale Nverance taxes 
resulting from a change In the method of 
computation of such tax by reaeon of 
any J1rovillon of .tate law enacted OD or 
after December 1, 1971, if! 

(i) .. of the effective date of IIUCb. 
change in method of computation. aucb 
Inerea .. doe. not mult In an blcreue 
in the leval of IUch tax. expreued .. a 
percentage ot the weighted avenge first 
we price of D.8turalS&8 produced in 
euch etale, above the percentage of.uch 
averaae first we price which euch tax 
constituted 011. the day before such 
effective date; "and 

(il) IUCb provi.ion of law iii equaDy 
applicable to natural sas produced in 
the state and delivered to inleratate 
commerce and to naturalsu produced 
In the slate and Dot 10 delivered. 

(3l The price to be used in determi.ninl 
the weighted average first sale price for 
purposes of subparagraph (2) shall be 
the price paid at the first sale which Ie 
used by the state In administering IUch 

tax (or an imputed value. If the state 
uel an event other than a first we in 
adm1nisterinB IUch tax). 

U) 7roneoctionll under 6ection 311(b) 
of the NGPA. In the cale of any lale 
under eecUoo Stl(b} of the NGPA by an 
intraatate pipellne to an intentate 
pipeline or a local dI.trihutioD company, 
any portion of the amount paid, per 
million Btu'e. by the purchaser to the 
intrastate pipeline which exceeds the 
incnmental pricing threshold for the 
month In which the acquisition of the 
erural sa. OCCW"I Iball be .ubject to 
tIu. part. 

(k) Pipeline produced goa. (1) In the 
cue of any natural sal produced by an 
intentats pipeline which 11 priced In its 
overaU cost of .ervice, without resard to 
the coat of producing the gas, any 
portioQ of the first eala acquiaition COlt 
imputed \lOder' 282.303 shall be IDbject 
to thia part If it would bave been .ubject 
to thi. part under parqrapb. (a) through 
(h) had the gee been produced by an 
independent producer and pun:haaed by 
the interetate pipeline at the imputed 
level 

(2) Gas produced by an lnteretate 
pipeline which ia treated, for rate 
purposee, on a cost of eervice basil and 
which il DOt acquired by the intentate 
pipeline in a firet .ala ahaU not be 
lubject to thil part. 

(3) eo.t. of gal produced by 
producenafflliated with t l' . .entate 
pipeline •• halI be treated a. coatt 
ina.uted for production by an 
independent producer and.hall be 
lubject to this part. except to the extent 
that sale of IUch gas iI not treated .. a 
firet Iale under theNGPA. 

(1) Surciarsee paid to other pipelines. 
The amount of any incremental prici.n8 
lurcharge (dl!lcribed in I 282..5(4) paid 
by any interstate pipeline for natural gas 
acquired by IUcb pipeline from another 
pipeline .hall b. eubject to this part. 

1212.302 Gat Qu.HtpIg ..... 1nON than 
one INcM8km " 

Unalulal gas quaMee under more 
than one paragraph of 1282..301, the 
paragraph which renecta the hisheet 
threshold .hall be applicable for 
purposes of determining the portion of 
the first lale acquisition coat. of such 
natural sal whiclj. .hall be .ubject to 
paasthrousb under this part. 

1212..303 fht .. acquWUon colt 
(a) General rule. For purposes of this 

part, the first ,ale acquialtion co.t of 
natural sas is: 

(1) the price paid, per million Btu's, in 
any firet sale of such natural sal, in the 
ea.e of My natural gas produced in the 
United States and acquired in such first 
.ale; or 
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(2) the price paid for such naturals'" 
per million Btu", al the pOint of entry to 
the United Stale •• in the cue of natural 
8" or liquefied nalurelBu imported 
into the United State •. 

(b) Slam serveronce taxes. Any 
amount of .tate leverance laxe. paid at 
any firlt .. Ie ahall.not be included in 
determining the price paid for purpolel 
o(p8ragraph (aJ. 

(c) PipelinB produced gall. A fin! sale 
acquilltioD COlt shall be imputed to 888 
produced by an inlentale pipeline 
which I, acquired by the interltate 
pipeline in • transaction which I, 
trealed •• 8 rust 1.le for pwpole. of 
Title J of the NGPA. The imputed lira! 
.ale acquilltlon COlt shall be the 
applicable maximum lawful price under 
Title J of the NGPA 

• 212..304 1na ... 1entaI pricing thrnttoId. 
Cal General rule. For pUlpole. of thi, 

part. the incremental pricing threshold 
applicable for any month ,han be: 

(I) $1.48 per million Btu's in the case 
of March 1918; and 

(2) in the case of any month 
thereafter, the amount, per million Btu'. 
determined under this aection for the 
preceding month multiplied by the 
monthly equivalent of the annual 
Inflation adJu.tment factor (as defined 
in HeUon 101 (a) of the NCPA) 
applicable for such month, 

(bl Publication. Not later than 5 days 
before the beginning of each month. 
,commencing with January 1980, the 
Commf .. ion .hall iuue the incremental 
pricing threshold applicable for such 
month. A •• oon " pOllible thereafter, 
.uch incremental pricing thre.hold shall 
be published in the Federal Register. 

Subpart D-{Set forth In FINII Ru" 
INued In Docket No. RM7t-21] 

Subpart E-tncremen'" Prtdng 

--~ . ,212.50t Gener'III .... 

(al Each naturalga. supplier shall on 
• monthly basis, accumulate in an 
unrecovered incrementalS81 co.t. 
account, II provided in 1 282.502, the 
cost. described in paragraph (a) through 
(k) of I 282.301 as being subject to 
pa .. througb under thi. part. 

(b) Each interstate pipeline shall 
derive a reduced PGA rate for each PCA 
period, aI provided in t 282.503. 

(c) Each month. in accordance with 
t 282.506, each naturals" supplier shall 
bill incremental pricing .urchargel to 
the lale·for·resale cu.tomert and the 
non-exempt industrial boiler fuel 
facliltlel on the supplier'l system. 

(1) Surcharges shall be calculated to 
recover the lesser of the total 

incremental sa. co.l" aa defined In 
I 282.5Ot. which were incurred by the 
lupplier durins the prior month or an 
amount equivalent to the maximum. 
,urcharse ablorption capability of the 
supplier', customere. 

(2) The maximum surcharae 
absorption capability of a non-exempt 
industrial boiler fuel facility . hall be the 
difference between the COil to the 
facility for its use of natural 8a~ 
calculated on the basi. of the rates of II. 
naturalsa •• upplie1'l before inclulion of 
incremental pricing lurchargel. and the 
coat of that 18me volume of natural 8" 
priced at the altemative fuel price 
ceiling applicable to the facility. In the 
event that the rate of It. naturals .. 
supplier II In exce .. !;If the altemative 
fuel price ceiling applic:-able to the 
facility, the maximum lurcharge 
absorption capability of the facility Ihall 
be deemed. to be zero, 

(3) The maximum lurcharge 
ab.orption capability of a non-e::empt 
Industrial boiler ruel racility for any 
calendar month shall be determined on 
the basil of a meter reading made at the 
end of IUch month, provided that such 
meter reading may be'made no earlier 
than 10 days prior to the lalt day of the 
month. 

(d) Each month, in the case of 
interatate pipelines, the amount 
accumulated in the natural gas 
.upplier'. unrecovered incrementalSII 
costs account wbich cannot be 
recovered by way of incremental pricing 
surchargel shall be tranlfelTed from that 
account to account19t, Unrecovered 
Purchased Gal Costs and recovered in 
accordance with t 282.505, 

'212.502 Accounting 
(a) Cenerol rule. For purpole. of 

incremental pricing, each natural gas 
supplier shall e.tabUsh an unrecovered 
incremental 8" co.11 account, an 
unrecovered incremental lurcharge. 
account and an incrementals8I coat 
adjustment. account 

(b} Establishment of accounts. (1) 
Unrecovered incremental gas costs 
accounL Each natural gas supplier ahall 
establish an unrecovered incremental 
8as costs account. Such account shall be 
designated account 192.1, Unrecovered 
Incremental C .. COils, for interatate 
pipelines following the Unifonn System 
of Accountl, Parta 201 and 204 of this 
chapter. The underlying records of such 
account .ball be maintained to permit 
identification of: 

(i) the volumes and cost of each 
purcbase that 8ave rise to coati being 
charged to the account; 

(iiI the para8raph of 1282.301 under 
which the coats associated with such 

purcha .. qualify few indul ........ 
account; and 

(Iii) any other charaet to tile IICCOWlt. 
(21 Unrecovtll'fld incrtllnentoJ 

6urchal'1le6 accounL The unrecovered 
Incremental .urcha,.a account ahalI be 
de.ignated account 192.2; Uorecovered 
Incremental Surcharae .. for Intentat. 
pipeline. followiq: t6e Uniform System 
of Accounts. Parts: 201 and 20f of thia 
chapter, The underlyins records of thlt 
account sball be maintained 10 .. to 
pennit Identification of each Incremental 
pricing .urcharse debited 10 the account 
in accordance with puqrapb (e}. 

(3J IncreIMntaJ sa. co.l OdjU6tmlltl. 
account. Each natural gaa .uppl1er thai 
estabUsh an incrementals .. coat 
adjustments accounL Such aCCOUDl aball 
be dealgnated accounl805.2, 
Incremental Gal Coat Adjuatmenb. for 
Interttate pipeliDu following the 
Unifonn System of Account.. Put zen of 
thll chapter. Such account .ball be 
designated account 73t.z, IncredlenW 
Cas Co.t AdjubnentJ., for intentala 
pipelinel following the Uniform SYltem 
of ACCOuntl, Part zo.& of thi. chapter. 

(c) Debiting the unrecovered 
incremental go. coda accounL Th. 
UJU'1!covered incremental Sal COlta 
account Iball be debited and the 
incremental 881 cost adju.lmentl 
accounl .hall be credited with: 

(1) co.Ia described In paragraph.a (a) 
through (kl of 1 282.301 which are 
incurred during each calendar month: 
and 

(2) any other coat. II permitted by 
order of the Commillion: 

(dl Crediting the unrecovered 
incremental gas costs account. (1) The 
unrecovered Incremental Sll COlts 
account .hall be credited and the 
incremental 8" coat adju.lment. 
accounl .hall be debited whu co.Ia 
included In the unrecoventd incramental 
811 coats account are rec:ovued bJ 
mean. or incremental priciDa 
lurcharge .. 

(2) The unrecovered incrementa1s" 
cosllaccount .ball be credited with an,. 
amount which Wal accumulated ill the 
account for 8aa received durtn, a 
calendar month but which, due &D the 
altemallve ruel price ceilinp 
eatabUahed punuant to • 2820.40," 
cannot be collected by wa, 01 
incremental pricing 'urcharse. to be 
billed during the .ubaequent 1DOIlth. 
Such amount may be tranifetted to 
account 191 immediatel,. hilt DO latflr 
than the end of the month in-which the 
applicable .urcharges are billed. 

(e) Debiting the IHIl'eCOveMd 
incremental surcharget account A 
natural 881 .uppller'. unrecovered 
incremental surcharse. account shall be 
debited and the incremental gaa coat 
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adJustmfnl. account .hall be credited 
with IlDY incremental pricing .urcharge 
which i. billed to it by it •• upplier in 
accordance with a tariff theet filed by 
.uch ,upplier in accordance with 

• 282.80Z. (I] Crediting the unrtICOvered 
incremental ,urchal'8e, account. The 
unrecovered'incremental.urcbllllle. 
account thall be credited IlDd the 
incremental ga. co.t adju' tments 
account .hall be debited for those 
amount. which are recovered by mellD' 
of incremental pricing .urcbarge •. 

f 212.503 PGA reduction. 
(.) General rule. (1) An interstate 

pipeline company which file. purcha.ed 
Sa. adjustment [PGA) rate chanau with 
the (tommi .. ion under authority of 
• 1M.38(d) .hall. each PGA period. 
reduce 11.1 total projected ga. acqul.ition 
cost by the amount which it projects It 
wUl recover during the next PGA period 
through incremental pricing .urcharges. 
The total projected g88 acquisition cost, 
as reduced, .hall be used to derive the 
pipeline', PGA rate for the coming PGA 
period in the manner prescribed in the 
pip~line·. effective PGA provilion. 

(2) The amount which an interstate 
pipeline project. it will recover through 
incremental pricing .urcharge. during a 
PCA period shall be ·the lesser of: 

(I) the co.t •• ubject to incremental 
pricing, a. de.cribed in paragraph. (al 
through (I) of • 282.301. which the 
pipeline projects it will incur during the 
comins PGA reriod or 

(iI) the tota of the projected maximum 
.urcharge ab.orption capabilities 
(MSAC) of each of the non-exempt 
indu.trial boiler fuel facilitie. directly 
.erved by the pipeline, .. computed in 
accordance with paragraph {b). plu. the 
total of the projected MSAC'. of the 
pipeline', .ale·for-resale cu. tamers, a. 
determined by each of the customers in 
accordance with paragraph (cl and 
reported to the pipeline in accordance 
with paragraph (d). 

(b) Projected MSAC of a non-exempt 
industrial boHer fuel focjJjty. {I} The 
projected MSAC of a non-exempt 
indu.trial boiler fuel facility for a 
coming PGA period shall be calculated 
by a natural gas .upplier in accordance 
with the following formula, in which the 
.ymbol "1\" ini:licates a projection: 

A A A A A " " " " ((An - Rnl Vnl " • • f(A1-R,)Y! HA2 - R2 ) Y2J 
A " " 1 .... T1 • 1 + T2 + ••• + 1 • T 

n 

where: 
~_Projected MSAC of the non· 

exempt industrial boiler fuel facility . 
A=Projected alternative fuel price 

ceiling for the non-exempt industrial 
boiler fuel facility . plua taxe •• as 
determined in accordance with 
.ubparagraph (2). 

i\ ... Projected rate per million Btu's 
(excluding any incremental pricing 
.urcharge). plu. taxes, at which the non
exempt industrial boiler fuel facility will 
purchase natural gas, as determined in 
accordance with .ubparagrapb (3). 

9"_ ProJected volume ofnaturalsas 
(at 1,000 Btu's per cubic foot) that the 
non-exempt industrial boiler fuel facility 
wilrpurch8le from the naturalga. 
.upplier and use for boiler fuel, a. 
estimated for each of the months ''1'' 
through "0" of the PGA period. 

t_Projected total percentage tax. rate 
reflecting any .tate and local taxes 
applicable to an incremental pricing 
suicharge. 

n _ I.Slt month of the PGA period. 
(2}(i) As a value for "A" for each of 

the month. "1" through "n" of the 
coming PGA period, a naturalga. 
.upplier .hall use the mo.t recently 
establi.hed alternative fuel price ceilins 
applicable to the facility. plus taxe., 

unle .. the .upplier elect. to estimate the 
applicable alternative fuel price ceilings 
for each of the month. of the PGA 
period In tha.t case, the e.timated 
ceilings. plus taxes, may be used 88 
values for "A", 

(ti) U a local distribution company 
de.ire. aniatance in estimating 
applicable alternative fuel price ceilings 
for each of the montha of the coming 
PGA period. the interstate pipeline 
which .upplie. the local distribution 
company .hall provide such alliatance. 

(3)(i) Local di,tributJ'on company, As 
a value for "A" for each of the months 
"1" through «n" of the coming PGA 
period. a local distribution company 
.hall use it. effective rate per million 
Btu'. at the time of projection, plus taxes 
but exclusive of any incremental pricing 
surcharge •• unleas the local distribution 
company elect. to adjuat .uch rate to 
reRect general rate change. which it i. 
known will occur during the PGA period 
under authority of a state or local 
regulatory body: U the local diatribution 
company electt to adjust the rate, the 
values used for "A" may renect the 
adju.tments for the montha of the PGA 
period for which the adjustments are 
appropriate. 

(U) Interswlll pipeHne. At a value for 
"A" for each of the montha ''1'' through 
"n" of the coming PGA period, an 
interstate pipeline .ball use it. effective 
contract rate per million Btu'. at the 
time of projection, plu. taxes but 
excluaive of any incremental pricing 
.urcharge •• unless the pipeline elects to 
adjust .uch rate to reflect rate changes 
which it ia known will occur during the 
PGAperiod. 

(cl Projected MSAC of a Bale-far
resale customer. With respect to each of 
itt natural ga •• uppliers. the projected 
MSAC of a .ale-for-resale customer 
.hall be derived by adding the sum of 
the projected MSAC'. of the non-exempt 
indu.trlal boiler fuel facilitiea .erved 
directly by the .ale-for-resale customer, 
81 determined in accordance with 
paragraph (b). to the .wn of the 
projec;:ted MSAC'. of the customer'. own 
.ale-for-re.ale custoq:aers, a. reported rn 
accordance with paragraph (d). and 
multiplying the resulting total by the 
percentage renecUng the ratio between: 

(i) the volume ofnaturalg .. (at 1.000 
Btu'. per cubic foot) which the customer 
e.timates It will purcha.e from the 
.upplier during the coming PGA perjod; 
and 

(ii) the total of: 
(A) the volume of natural gas (at 1,000 

Btu'. per cubic foot) which the customer 
It.timates it will pUlchase from 
interstate pipelinea; 

(8) the volume ofnaturaigas (at 1,000 
Btu'. per cubic foot) which is included in 
any of the categories .pecified in 
paragraphs (a) through (k) of 1282.301 
and which the CU8tom~r estimates it will 
purchase from sources other than 
interstate pipelines; and 

(C) if the aale-for-resale customer is 
an interstate pipeline, the estimated 
volume of pipeline produced naturalg88 
(at 1,000 Btu'. per cubic foot) to which a 
fint .ale acquiaition COlt will be 
imputed under paragraph (c) of 
• 282.303. 

(D) Reporting. (1) PipeUne to request 
informaUon. Prior to the beginning of 
each of It. PGA periods, each interstate 
pipeline .hall request that each of its 
sale-far-resale cu.tomers report to it the 
cuatomer'. projected MSAC in a timely 
fa.hion. 

(2) PipeHne customers to report. Each 
natural gas ,upplier shall respond to the 
reque.t. of interstate pipeline. for 
projected MSAC'. for a coming PGA 
period In a timely fashion. 

(e) ScheduHrrg by the Commission. In 
those instancea wbere the Commi.sion 
finds that naturalgs •• uppliers bave not 
arranged ror the reportibg of information 
in accordance with this section, the 
Commission shall pre.cribe by order an 
appropriate .chedule for the expeditious 
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traalllliAicm of the: blIoraetiQB 
neceuary lor intentate pipem.e. tD 
make their resuJ.u PGA filinp with the 
CommlA_ 
,2tU04 .......... ~~ 

(al CttneroI roJ.. Each nataral,.. 
.upplIer.haIl mclude an incremental 
pridnl ...marse, atated ... doftar 
amount. ID I~ monthly bill. to the non
exempt indtutrial boiler fuel faciHtiel 
and ,.I.ror-re •• le cullomenl on Ita 
sy.tem. Surcharsea billed to non-exempt 
indubial boiler fuel facilities man be 
delermined in accordance with 
paragtapb (c). Sorcharp. billed \0 ... Ie. 
for-ruale cu.tomen .hall be determ1MO 
lD acconIaou with pangraph (d}. Such 
.urchUJU abalI rec:ov.er. IJUbiect to dI. 
limitation of th. ahemative fHI pric» 
<eiliop _bed In I 282. .... tho .... 1 
inaemental pa c::cm. .. defiDed ill 
par.snph (b). which were inauTed by 
the natural .... upptier during the 
previou oaontb. 

(bl Dr!fjnltio".. For purposes of thil 
section "total incremental gal COltl

8 

mean. the aum of the following: 
(I) the amount of the coata 

accumulated in. natural gal lupplia-', 
unrecovered incremeolalgu cost 
accouot (or. period: aDd 

(2) any lDcremental prici.llg .~ 
impoaed on the natural pi IUPpliet b,
ill OWft IUPPlJer{.) for that period. 

(el SurcltQ1"p6 on I'IOft-exempt 
industriol boiler fuel lacilitnll. {tl 
~nemJ nt/e. Th. incremental pricina 
surcbarse to be biDed for the previoua 
month by a natur.1 BBI supplier for ea ch 
of the Doo-exempt Industrial boiler fuel 
racilitil!l which 11 directly serves ahaD. 
subject to aubparqrapb (4~ be the 
lelNl' of: 

(I) the MSAC 01 liIe ooc-ellempt 
industrial boiler fuel facility for die 
previoua month. •• determined m tbt 
manner d..aibed In .ubparasr. (ll ., 

(u) the non..ftempt indul1rlal barl.,. 
Cuel facility'. pro rata Ihare of the told 
increment.1 gal COl t. iDcurred by m 
natural,a •• uppUer dwins the previc.l 
month. al detennlned In the manner 
described in .ubparagraph (3) of thb 
paragraph. 

(2) MSAC of a lJOlJ-exetBpt indl1ltriaJ 
boiler fuel facility. (1) The MSAC ola 
non-exempt indUltrial boiler fuel £.cilUy 
fex lhe ~ moolll ahalI be 
determiDed ill accordance with the 
fol1o ......... "'"' 

---=.. , 

wh-. M_hf5AC"" -.c .... __ ...w 
boiYr t.I l&dUtr. 

A_ A1lemath'. fwtI price c:.ilir!a: .ppl1cable 
kI the ooe .. umpl IndutriaJ boiler ru.r 
r..Cl1hr for Ill. pr.viou. monlb. pIlat 
t~ 

R _ Rate pw.nlioa Bha' , (exducBat HIJ' 
inc:N..n-.J pridlla surdMirpl, pM 
laxel, , I which tJte DOIJ~I 
indatrial boiIIrr Inl kc:il11J ,....dI.Md 
811 rr-. .... hIral .. _ppllM dwq 
the previgul ~ 

V _ Volume or .. ..-..t .. 'Iat l,001i1 Btu', per 
cubic fool]lUppbed bJ dIe nafur.1 '" 
.uppli_ ..... DOD-nftD,t Indutriel 
bGiIIR fuel: .r.dlItJ fur ~ fuel _ 
~llIe"...mou. _tho _ 
~ fa aotItIr'duce wilh dI_ 
Iii).. 

T _ Total ~ tax rate rdlKtina aay 
at.te ad IocaJ taut .ppUcabl, to an. 
increUKlltaJ pricins~, 

(ii){A) For the period Ja.uary 1. 1* 
throuah October 31. 1980. the 'l'ola.me of 
natural 8U """plied tD a non-exempt 
industrial boiler fuel raciUtJ far boiler 
futlue dllfinc a month may be 
dete.rmio.ed on the bUll of: 

(1) submettring determination 
(2) eatimatea. .s 'igned under oath by 

a responsible company offiCial, that are 
furni shed to the faclUty'l natural B. I 
supplier al required by the supplier for 
billing purpo .... or 

(3) • ~Itomer agreement. 
signed by ruponsible official.e of the 
suppli~ and the customer. 

(B)(l) Subject to clause (2), 00 and 
a fter November 1, 1980, the volume of 
Qaturalpa lapplied by a ... turaJ a
auppUer 10 a IIcm-exempt inlhatrial 
boUer fuel racility for boiler fuel u.e 
during a month lball be deemed to be 
Ihe total volu.me of oatural su ,uppli.ed 
to the fa cility dlll'ins the month. anJeu 
the natural p. -ppli-1eJ'Vina: u.. 
facility dimnpiahes the yolamn aed 
for boiler fuel from the volume. Dot sa 
used OD the buia of lubmeter readings.. 
If volumes ued for boiler mel are 10 
iderltified. web volun .. shaD be a_ 
f", __ of dotenmnina the MSAC 
of die DOa-CItI!IIIpt iDdustrial boiJa- fuel 
fac::iti.ty ill aa:onianee with dlUla (i.).. 

(2) CenifiN monthly utimat .. or a 
.upptier~~tmay be 
utilizrd to determiD. the W'Okmte of 
utaralpa CXCLtU:med bllhe facUity fell' 
boiler fuela.se for a period foUo~ 
November 1. ~ pt'O~ided that tb. 
oWller 01" opaetor of the facility bu 
obtained. a purdaa_ order far all 
submeten which will be a..:.cded ia the 
facility b, NO'Imnber 1. 1-. and ncb 
sabmete:n will be lnatalled _UU a 
reailOllab .. period of lima. 

(3) Pro zoIo mar. of 101m inc:ret'ltelrkt1 
gat t.:OIU. A DOD-exempt _whaltrial 
boUer t.I fadUty'a II" rata &hare 01 tM 
totallDcrementaf 'U costl iDcur:nd tt,. 

Itallllltoral,.. aapplillr darina tt.. 
...-.. .. 0Dlb oItali be d ... _.." 
multiptJiaa the total mO'elllaDtal ps 
COlt! by a pen:eolqe rdlec:tin& the ratio 
between.: 

(i) the MSAC of the non-exempt. 
indultrial boiler &tel fac:ili1y b tbe 
preyiDul !rIOUth. .. determined I..D 
accordaDce with aubpva.aph (2): add. 

(ii) the lum of the MSAC'I of the ~ 
exempt industrial boiler '-I facilities 08 
the natunl pi .opplier'a .,.tem. .. 
determined for the prevtOWl month In 
accordance with lubparagraph (2), plu. 
the.um of MSAC'. reported to the 
naturallJai lupplier by It. eaJe.for. 
relale custOMef'l for the prenoul month. 

(4) 0pIi0n01 bilJingproc;edure8/or 
!oeD! dutn·b#lt.ion compani_ A local 
diltriktia company .. ay elect 10 biD 
non'e.xempt indultrial boiler fuel 
facilities .. rved 'by it a' the level of tt. 
aiteJ'Dative Fuel price celliOS' pIa. !axe. 
wruch are aprlicable to auch facilities. 

(i) U a lcx:a di.tribution company billl 
a nOD-exempt industrial boiler fuel 
facility at the level of the applicable 
alternative fud price ceiling for serrice 
during the previoWl month and the 
MSAC ollhe non-uempl boiler fuel 
fa cility for I Uch month exceedl the 
facility 'l pro rata share of the total 
iocnmental gae COllta incurred by the 
local di.tribution company during the 
previoul mooth. then IbCh local 
di.tribution company aba[ . efund the 
exceSI to the (acility in the next bill 
rendered to the facility, 

(d) Surcho1fe$ on .oJe-/or-ruak 
cuslomen 

(1) GeneruJ rule. The incremental 
pricinB lurcharge to be collected by a 
natural Bas lupplier from each of ita 
sale·for·regle customen.ball be the 
lesler of; 

(i) the MSAC of the we,for-ruel. 
customer for the previoul month. a. 
determined by the customec in the 
manner delcnbed in lubparagraph (Zl of 
thil paraarapb and reported to the 
natural ,as l upplier punwmt to 
paragraph (e): or 

(ii) the .. Ie-for-resale cu.tomer'l.pro 
rata uare of the total incremeotal,u 
C05ts Lnc.wnd by ita natural gu IUpplier 
during the preViOWi month. wch share 
bei.n:s del.erm.l.ned io the IDIUUNII" 

delClibed in lubparappb (3) 01 thia 
paraarapb. 

(Z) MSAC of. laJe.fOl'-r8Ml1~ 
CUltDmer. With respect to each of It .. 
natural B" lupplief'l, the MSAC of a 
lale-for.ntale customer ahaJI be derived 
by .odina tba su.m of the MSACa 01. the 
oon-exempt iDduatriaJ boiler fuel 
facilitiel .en-ad direc:tlJ bt the .ale-fw. 
re.ala cutams. .. detarmined. for tbe 
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previoul moqth in accordance with 
lubparagraph (2l of paragraph (c), to the 
sum of the MSAC's of the CUltomer's 
own ISle-far-resale customers, as 
reported for the previous month in 
accordance with paragraph (el. and 
multiplyUl& the resulting total by the 
percentalle reflecting the ratio between: 

(I) the volume of naturaillal (at 1,000 
Btu', per cubic foot) purchased by the 
CUltomer from the natural gal lupplier 
during the previous month; and 

(UI the tolal of: 
. (A) the volume ofnaturaillaa (at 1,000 

Btu'. per cubic footl which the customer 
purchaled from interstate piPeline. 
during the previous month; 

(8) the volume of natural lias (at 1,000 
Btu'. per cubic foot) which i. included in 
any of the categories apeclfied in 
paragraph (a) through {kl of f 282.301 
and which the cuatomer purchaaed from 
IOUJ'CeI other than interstate pipelines 
during the previoua month; and 

(C) if the .ale-for-relale customer I. 
an intentate pipeline, the volume of 
pipeline produced natural gas (at 1,000 
Btu's per cubic foot) to which a fint sale 
acqui.ltion coat haa been lmpuled under 
paragraph (C) of f 282.303. 

(3) Pro rota .hon of total incremental 
gas C08ts_ A aale-for-resale cu.lomer'1 
pro rata .hare of the total incremental 
sal co.1I incurred by it. natural sal 
lupplier during the previous month Ihall 
be determined by multiplying the total 
incremental sal COstl incurred by the 
percentage reflecting the ratio between: 

(I) the MSAC reported to the natural 
sa. luppller by the ,ale-for-relale 
CUltomer for the previou. month in 
accordance with paragraph (e); and 

(Ii) the sum of the MSACI of the non
exempt indusbial boUer fuel facilities on 
the natural ,81 lupplier'l 'Yltem, as 
determined for the previous month, in 
accordance with .ubparagraph (2) of 
par88I'IIpb (c), plWl the.um of the 
MSAC. reported to the natural 8U 
.upplier by III sale-for-relale cu.stomen 
for the previous month in accordance 
with p.,.....pb I.)· 

(4) Optional billing procedure. for 
in~,.tote piJMIJnes_ An intentale 
plpeHne company may elect to bill any 
aaJe-for-resale CUllomer It Hlrve. by 
utW..zing the projected surcharge of the 
CUltomer for the previoul month. a. 
ftled unde, I 282·tI02la)ll)IU). 

(I) H an intentate pipeline billl a aaJe
for-retale CUltomer at the level of the 
proJected lurcharse for Hrvice durins 
the previOWl month and the projected 
surchattle of the .. Ie-for-reaale customer 
for IUCh month exceeds the actual 
.urch8l1le that Ihould bave been billed 
for that month. u calculated in 
acoordance with ....... pb Id)12). tho. 
the lntentate pipelinelhall refund the 

excels to the lale-for-resale customer in 
the next bill rendered to the ,customer, 

(iiI If an interstate pipeline bills a 
sale-far-resale customer at the level of 
the projected aurchattles for service 
duri~ the previ.ous month and the 
projected surcharge of the .ale-for
resale customer for such month II leas 
than the actual lurcharge that ahould 
have been billed for that month. 88 
calculated in accordance with 
paragraph (d){2). then the interstate 
pipeline ahall bill the difference to the 
.ale-for-resale customer in the next bill 
rendered to the cuatomer. 

(el Reportins. (1) Pipeline to request 
information_ Each interstate pipeline 
.hall requelt that, each month, each of 
Its ,ale-for-reaale customers report its 
MSAC to the pipeline in a timely faahion 
for the monthly billin, of incremental 
pricing surcharges. 

(2) Pipeline customers to report. Each 
month each natural 888 .upplier shan 
respond to the requeats of intentate 
pipelinel for its MSAC-

(3) Suppliers to customers. Each 
month each natur~18a. supplier Ihan 
inform each of ita intenlate pipeline 
.ale-for-relale CUltomers of the amount 
of the incremental pricing auf.charge 
which will be billed to such cu'tomer_ 
Such information shall be conveyed 
within sufficient time 10 a, '0 enable the 
la.t customer in a chain of lale-for
reaale intentate pipeline cuatomen to 
bill incremental pricing surchargel to ita: 
customen in a timely faahion. 

(f) Scheduling by the Commission_ In 
those inatance, where the Commllslon 
findl that natural 888 supplien have Dot 
alTanged for the reporting of information 
in accordance with thi •• ection. the 
Com.mi8l10n will prelcribe by order an 
appropriete schedule for the 
tranlmi.alon of the information 
necellary for the monthly billins of 
incremental pricing lurcharge • . 

f 2tUOS ~ of arnounte ~ ftCMI 
or rnutmum ..-ct.ge ebeorption ----In the cale of interstate pipeline., the 
amoWlt accumulated in the unrecovered 
incremental S81 COlts accoWlt for ,al 
received durin.a a month which. due to 
altemative fuel¢ce ceilinp. cannot be 
recovered thro~ incremental pricins 
,urchargea ,ball be·collected Wlder the 
Commisaion's provilionl sovernins 
recovery of unrecovered ,al co.1I a. Ht 
forth In 11 .... 8(d)(.). 

, ....... -
The Jurildictional portion of any 

refund (including interelt applicable 
thereto) which '- attributable to Hlrvice 
provSded to DOD-exempt indusbial boUer 
fuel faci1iti .. prior to January 1, 1980. 

which has not been flowed through to 
.uch users as of December 31. 1979. 
ahall be flowed through as a lump sum 
payment in appropriate amounts to ea ch 
appropriate natural gas supplier for the 
benefit of such users. Such refunds shall 
be calculated on the basis of sales to 
auch users during the period when the 
ratea which give rise to the refund were 
in effect. 

Subpart F-Flllng Requirements 

f2l2.l01 nAC gaa tarttf proVlsionL 
(a) Incremental pricing surcharge 

provision. Each interatate pipeline shall 
eatabUlh an incremental pricing 
aurcharge prov!sion in its FERC Gas 
Tariff_ The incremental pricinll 
surcharge provision shall provide for the 
passthrough of coate in accordance with 
the requirements.of this part_ 

(b) Revised PGA provision. Each 
intentate pipeline shall revise its PGA 
proviaion, sa e.tabIiahed in a-'1Cord with 
I 154.38(d). to provide for a reduced 
PGA rate in accordance with the 
requirements of!hil part. 

(c) Filing dotes. The incremental 
pricing aurcharge provision and revised 
PGA provision ahall be filed with the 
Secretary. Federal Energy Regulatory 
Commission, 825 North Capitol Street. 
N_E_, Washlnston. D.C. 20426 and served 
on aU parties by November 1, 1979. The 
previ.ions Ihall become effective on 
December I, 1979. unless disapproved in 
wboJe or In part by the Commission. 

f 212-102 Tarttt ..... t.-
(a) General rule. (1) On or before 

December 1, 1979, for the period January 
1,1980, to the effective date of the 
pipeline'a next nonnally .cheduled PGA 
filing, each intentate pipeline shall fiJe 
conCUlTently: 

(i) a tariff Iheet reflecting: a reduced 
PGA rate aa determined in accordance 
with f 282_503; and 

(Ii) a tariff . beet reflecting the 
projected incremental pricing .urcharges 
for each month, al determined on the 
balil of data used in deriving the 
reduced PGA rates referenced in clause 
(I), for each of the direct lale non
exempt indu.trial boiler fuel facilities 
and the aggre8ate amount applicable to 
each sale-for-reaale customer on the 
pipeilne'l .ystem_ 

(2) Revision. to the tariff sheets filed 
punuant to lubparagrapb (1) .hall be 
filed in accordance with each intentate 
pipeline's DOrmal PGA schedule, 88 
necessary to revise the previously 
effectivetarilIabeea. 

(b) Form and filing requirements. Any 
tariff sbeet filed patluant to paragraph 
(a) .ball be lubjeCt to the provisions and 
requiremenll of Part 154 of thia chapter. 
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(el &mae. n, mtmrtate pipeline 
whlch run tarifr..h~r. purnant IICII 
pal'llp'aph Ca' .haD com:urrently aerw 
copies on each customer IUbfeet to ttl. 
tariff .beets and each interested .tat. 
conun""non.. 

(d) Motuial to he. 61lbmitttK/, (1) Tari" 
sheets filed pursmmt to pal'llsrepb fa}. 
shall be accompanied by. report 
containing computatioM .howtns th. 
derivation or the reduced PeA rate and 
the incremental pricins .urcharsea Nt 
forth 1a eadt tariff ah..-.. 

(2) Rqllnln, with the Brat 6.li.Da 
.ubtequest to the effective date ollbi. 
part. tariff theel. filad punv.ant to 
par_f._ph I.) ,hall be: acoompanl.ed by • 
• upp ement to the .tatameDt 01. 
pipalln,', curreDt coat oJ. purcba.ed pi 
.. .equired by 115 .... (01). 

(il Such supplement .hall identity. rOl 

the prior PGA period. each 'OW"Ce 01 
supply which u within • category 
;dentiJied in ............ (a) thro..,b (1<) 
or 128.Z.301 by API well ideolificaUoa 
number. if available, eontract dale aDd 
FERC rale schedule number. Where 
multiple wellt are metered throusb • 
common delivery point or where 
production from multiple wella i. soLd 
under a .Ingle contract, the supplement 
.hallldmtifJ .acb well that produ..cu 
8a1 wbich fa aubject to this part. Such 
supplement ,hall identify L...I J)t'ia ,..id 
for gu from each well identified ill 
accordance with th.ia p.,agraph. 

(iiI Such supplement .hall show fOI 
account 19Z.1 ror the prior PCA period: 

(A) lolal monthl,. debita to sua 
account 

(8) 101.1 monthly credit. to auch 
account reaultiJll from the recovery of 
costs by means of iDcremegtaJ pric1ne 
surcharges: and 

(C) the monthly amount credited to 
clear the account to accoun.ll91.nd tile 
date the clearing entry wu mad .. 

fiiil Such .upplement ahall abow for 
Mccounl 192.2 for the prior PCA period: 

(Al the incremeDtal pricing .urcha,.. 
debited to the aCCOUDt each month by 
the pipeline: and 

(B) the total monthly cndita to th. 
account rnwUna from the reoov~ or 
coa .. by mean. of inaemeotal pricina 
,..reb ...... 

(I) AdditiMoJ information. The 
Commlaslon may. upon receipt 01, tariff 
.heet filed purtUaIlt to tbia JeCtio .. 
require the IUbmiNion of addil~ 
infonnlltion a. il deems neceuary and 
appropriate. 

t 212.1.3 Informatk:lnlil ftIfnp. 
(a] General rule. For infonnallonal 

plltpOKl. each month commencing witb 
March 1980. each interstate pipeline-
company &hall file with the Commiasion 
a 9tatement .etting rorth the incrementMI 

pricq nrcha,. actadr bDJed to eoacla 
nO!HXempt lacfuttriel boiler fweJ facllMy 
and lIl}e..fOf"oftSale cutomer OB'" 
.ystem In the preoeedInc month. 

(b) Aclt:hft6. t'he informational fl.!iap 
required by parqnph fa) ,ball be 
addressed to Secret.". Federal !ftersy 
Resulator,. Comminfon. 825 Hartl 
Capitol Street. N.8.. Wnbin:stoB. D.C 

"""" IRO"C'_ ................. ---




