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THE WHITE HOUSE 

WASHINGTON 

August 2 7, 1975 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR: JIM CANNON~ 

JIMCONNO~ 

Contract for Sale of Crude Oil from 
Naval Petroleum Reserve 

FROM: 

SUBJECT: 

The attached material was returned in the President's outbox with 
the following notation: 

"Have Rog Morton and Frank Zarb seen and 
do they approve? I have signed contingent 
on their concurrence. " 

Please follow-up with necessary action. 

cc: Don Rumsfeld 

\ 

\ 
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THE WHITE HOUSE 

WASHINGTON 

August 29, 1975 

MEMORANDUM FOR: JIM CONNOR 

VIA: JIM 

FROM: MIKE DUV 

SUBJECT: NPR Contract (NOd-10067) 

Rog Morton and Frank Zarb both personally have concurred in the 
approval of this contract . 

• 



THE WHITE HOUSE 

WASHINGTON 

August 22, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

PHIL BUCHENf.w.13. 

Approval of Contract for Sale of Crude 
Oil from Naval Petroleum Reserve 

Your approval is required by 10 U.S. C. 7431, subparagraph (3) 
for any contract to sell crude oil from the Naval Petroleum 
Reserve. The statute also requires consultation with the 
Committees on Ar.med Services of the Senate and House of 
Representatives. The enclosures document that this consulta­
tion has occurred and that the Attorney General has approved 
the contract. 

I, therefore, concur in the recommendation of the Acting 
Secretary of the Navy that you approve the attached contract 
by signing at the places indicated • 

• 



THE WHITE HOUSE 

WASHINGTON 

August 22, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

PHIL BUCHENf.w.13. 

Approval of Contract for Sale of Crude 
Oil from Naval Petroleum Reserve 

Your approval is required by 10 U.S. C. 7431, subparagraph (3) 
· for any contract to sell crude oil from the Naval Petroleum 

Reserve. The statute also requires consultation with the 
Committees on Armed Services of the Senate and House of 
Representatives. The enclosures document that this consulta­
tion has occurred and that the Attorney General has approved 
the contract. 

I, therefore, concur in the recommendation of the Acting 
Secretary of the Navy that you approve the attached contract 
by signing at the places indicated • 

• 



The President 

DEPARTMENT OF THE NAVY 

OFFICE OF THE SECRETARY 

WASHINGTON. D. C. 2.0350 

8 AUG 1975 

The White House 
Washington, D. C. 20500 

Dear Mr. President: 

This letter transmits a proposed contract for the sale of crude oil 
from.Naval Petroleum Reserve No. 1 for your consideration and approval 
pursuant to 10 U.S.C. 7431. 

Award of Contract NOd-10067 between the United States of America 
and Beacon Oil Company was made after public sale held in compliance 
with 10 U.S.C. 7430 .. The contract price for the crude oil under the 
contract is "crude base price 11 (as defined in Article 5 of the contract) 
plus 25.25 cents a barrel. "Crude base price 11 is substantially equivalent 
to the average of prices posted for similar crude oil in a number of 
fields in the vicinity of Naval Petroleum Reserve No. 1. 

The term of the contract is for a period of one year effective on 
the date when approved by the President of the United States and renewable 
for a period of one year upon agreement of the parties. 

The crude oil sold under Contract NOd-10067 will necessarily be 
produced for the purposes of protection, conservation, maintenance, and 
testing of Naval Petroleum Reserve No. l. Under these circumstances, it 
is considered to be in the best interests of the United States to produce 
and sell the oil. Should Congress enact legislation authorizing production 
from Naval Petroleum Reserve No. 1 and specifying how the production is 
to be sold, such direction can be complied with without violating this 
contract. 

The contract was approved as to legality by the Attorney General, 
and the consultations required by 10 U.S.C. 7430 with the Armed Services 
Committees of the Congress have been completed. That approval and the 
completion of consultation$ are evidenced by enclosures (2), (3), and 
( 4). \ 

I 

My execution of this contract on behalf of the United States was 
based on the conclusion that it is in the public interest. All necessary 
steps preliminary to your approval have been accomplished . 

• 



Accordingly, it is recommended that you sign each copy of enclosure 
(1) and return them to the Navy Department. Enclosures (2) through (4) 
may be retained for the White House files should these be desired. 

Enclosures: 

Respectfully yours, 

'--..- f' .. '--· / 
,_ 

JACK L. BOWERS 
Acting Secretary of the Navy 

For Naval Petroleum and Oil Shale Reserves 

(1) Three executed originals of Contract No. NOd-10067 
(2) ~hotocopy of Attorney General opinion of July 7, 1975 
(3) Photocopy of ltr from Chairman, SASC of July 18, 1975 
(4) Photocopy of ltr from Chairman, HASC of July 23, 1975 

• 



Contract NOd-10067 

APPROVAL BY THE PRESIDENT OF THE UNITED STATES 

I, GERALD R. FORD, President of the United States of America, 
on the day of , 1975, do hereby approve the 
execution of the foregoing contract by the Acting Secretary of 
the Navy For Naval Petroleum and Oil Shale Reserves . 

• 
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JUL 7 1975 

The Honorable J. Hilliam Hiddendorf II 
Secretary of the Navy 
The Pentagon 
\-Jashington, D. C. 20350 

Dear Hr. Secretary: 

. \. \ -... : 
' .. ·-.. ,·\ ....... 

\ .) 't.l '--1 
• • }. 

In his letter of June 6, 1975, Acting Secretary 
for Naval Petroleum and Oil Shale Reserves, Jack L. 
Bowers, requests an opinion as to the legality of Con­
·tract NOd-10067 ·for sale to Beacon Oil Company during 
a one-year term of crude oil to be produced from Naval 
Petroleum Reserve No. 1 (Elk Hills, California). 

The Acting Secretary states that the crude oil is 
necessarily produced for the purposes of protection, con­
servation, maintenance, and testing of the Reserves, and 
that in these circumstances it is in the best interests 
of the United States to produce and sell the crude oil. 
These conclusions, which are necessary for the lmvfulness 
of the sale, are of course not ·Hithin my competence to 
evaluate and I accept them as correct for purposes of 
this opinion. The provisions of the present contract 
are substantially the same as those of Contracts NOd-9922, 
9923, and 9263 for the sale of crude oil from the Reserve . 

. For the reasons stated in the Department's letter of June 
8, 1959, on Contract NOd-9263, I am of the opinion that 
the present contract contains the provisions required by 
law, and that the Secretary is authorized to enter into 
it, subject to consultation \·7ith the Coli'.mittees on Armed 
Services and the approval of the President. 

As you are mvare, a federal district court in Cali­
fornia has recently held that the Federal Energy Adminis­
tration's regulations are applicable to sales of petroleum 
from Naval Petroleum Reserves. Amendments No. 1 and No. 2 

• 
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to the present contract are designed to take account 
of that decision. Hith their inclusion, I am of the 
opinion that the contract does not violate the court's 
order and ';vould be lmvful even if the court's view of 
the Federal Energy AcL.11inistration's authority were 
applied to this contract. 

• 

Sincerely, 

--f '_,(__ ~ rT;. J '-<- • 
Ed;ar~tevi 
Attorney General 
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JOHN C. STEI'lNIS, Jroot:SS., t:HAIRMAN 

JAR f '5Y~INGTON, MO. 

,4RY ~. JAC,..S.:.>~4. WA~·H, 

WAR':) W. c-.~NON. N£V. 

QMAS J. MC INT''(RE', N.H. 

RRY F. BYRD, JR., VA. 

0.( NUNN, GA. 

•N C":. CULVfR, IOWA 

RY HART, COLO. 

TRICK J. LE:AHY, VT. 

STROM THURMOND, S.C. 

JCHN TOW EFt, Tt:X. 

BARRY GOLDWAT£R, ARIZ. 

WILLIAM L.. SCOTT, VA. 

ROBERT TAFT, JR., OHIO 

OEWE.Y F. BARTLETT, OKLA. 

~Cnifc() ..${nfcz ,$cna{e 
COMMITTEE ON ARMED SERVICES 

EDWARD BRASWELL, JR .• CHIEF C.OUNS£1_ ANO STAF'F DIRECTOR WASHINGTON, D.C. 20510 

July 18, 1975 

Honorable Jack L. Bowers 
Acting Secretary of the Navy 
Department of the Navy 
Wa~hington, D. C. 20350 

Dear Mr. Secretary: 

Reference is made to your letter of June 
6, 1975, regarding a contract between the United 
States of America and the Beacon Oil Company. 
This matter required consultation with the Congress. 

This is to advise that consultation has been 
accomplished and there is no objection to the 
proposed contract. 

• 

t'\ 

L--Lt..-~-~"'~--

. 
. ..-

... -: 
·"··· 

~ 
l 

! 
I 

I 
l 
' 

t 

I 
J 
I 
I 
l 

f 

' I . • 
I 
f 
I 
! 



,---
' 

\ 

\ 

• 



·-"o<'r• LA, 
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•AMUEL 5. STRATTON, N.Y. 
RICHARD H, tCHORD, MO,. 

LUCIEN H. NE07.1, MICH. 
WILLIAM J. kANDALL. MOo 
CHARLES H, WILSON, CALIF. 

FrOBCRT L. Lf""GGQT, CALIF. 
FLOYD V. HICK~, WASH. 
FHCHAHD C. WHITE, TEX. 
B~LL NICHOLS, A L.A .. 
JACK Btm·..,'KLr_Y, GA. 
ROBERT H. (BOU) MOLLOHAN, W. VA. 
DAN DANIEL, VA. 
G. V. (SONNY) MONTGOMERY, MfSS. 
Hf.R;J!...O RUNNCLS, N. MEX. 
LC~ ASPIN, WIS. 
RONALD V. OELLUMS, CALIF. 
MENDCL. J. DAVIS, S.C. 
PATRICIA. SCHROCDt:R, COL-O. 
~6H.AHAM KAZE"H, JR., TEX .. 
Atoi'TONJO D. WON PAT', GUAM 
1108 CARR, MICH. 
J1M LLOYO, CAUJI'. 
LARRY MC DONALD, CA. 
'rHOMAS J. DOWNEY, N.Y. 

Thl.~. ~ouse of llepresentatiuez 
COMMITTEE ON ARMED SERVICES' ·J 

Wasuington, :W.<C. 20515 

NINETY-FOURTH CONGRESS 

MELVIN PRICE, CHAIRMAN 

July 23, 1975 

Honorable Ja.ck L. Bmrers 
Assistant Secretary of tile: Ez.vy 
(Installations and Logistics) 
Department ·of the Nav-y 
W'ashington, D. C. 

Dear Nr. Secretary: 

BOB WILSON, CAUF'. 
WJLLV,.... L- D!CKI!'.IS(I~~. Jl.Lo\, 

G, YJII_I.•i M WHITt:HURST, VA. 
,-LOYD v. :- f>I-.NCE, !i.C. 
DAVID C. "lf-li-I.N, LA. 
GEORG£ M, r; P.klEN, ILL. 
ROBIN 1.~ aEA~.J, 1 Et~N. 

DONALD J. MlTCHrLJ..., ~.Y. 
MARJOFt!F. S. HOL.T, ,_10~ 
ROBERT W. DANH .. L, JH., V .... 

LLWOOD H. (SUD) H!LLI~. IND. 
ANDREW J, HIN':"HAW, C.ALIF', 

RICHARDT. SCHULZ:C, PA. 

FRANK M. SLATINSHC:~, CH!CF COUNSEL 

Your letter of Ju_"le 6, 1975 requested consultation 
proceedings \rith this Corr:::,ittee en proposed contract EOC.-10067 
for the sale of crude oil f:ro:rr I~aval ?etroleum Reserve No. 1 
to Beacon Oil Company. Under Section 7430 of Title 10, United 
States Code, consultc:.ticr.. beti·rec.':'l the IJavy Department and this 
Corr'-rnittee i·TaS B.ccomplished. on .7uly 22, 1975. 

The House Armed Services Corr~ittee offers no objection 
to the contract. 

1>1P/dpr 

• 

Sincerely, 

j 

! (. 
I ~- ~· 

i.. -;..· 

r::elvin Price 




