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NEWS ANALYSIS

Analyst: Dr, Joseph Annunziata ’ January 15, 1975

USE OF ELK HILLS NAVAL PETROLEUM RESERVE TO HELP RELIEVE US PETROLEUM "CRISIS"

Since the October 1973 Arab-Israeli war, tﬁere has been considerable public dis-
cussion, much of it confusing, concerning the existence and causes of a US and Western
petroleum "erisis.,” Many statements, including recent Administration ones, have seemed
to suggest the view that the "crisis" is due to "Middle Eastern" boycotting and prieing
policies, and that even Western military action might be warranted to change those
policies.

In contrast to that view, there has been a less prominent, but apparently persis-
tent, view coming from oil-producing countries, particularly in the Middle East, from
European countries, and from American Congressional and other public opinion. That
view maintains that:

1) There is no "real" petroleum crisis, certainly not in the United States,

if not throughout the West. The United States currently produces domestically about

70% of what it consumes and could produce more from currently accessible private and
government-owned reserves, if their development were not arbitrarily withheld, Naval
Petroleum Reserve No, 1 (Elk Hills, Calif,) contains about 1.4 bjilion barrels of petro-
leum and could readily produce 200,000 barrels per day within a short time. Naval Petro-
leum Reserve Nos, 2 (Buena Vista, Calif.) and 3 (Teapot Dome, Wyo.) have a total produc-
tion capacity of only 13,000 barrels per day and are therefore of limited value. However,
Naval Petroleum Reserve No. 4 (Alaska), which the Geological Survey has estimated to
rcontain up to 33 billion barrels of petroleum, could produce up to 10 million barrels
per day if developed over the next 10 years, Moreover, these four Nava1 Petroleum
Reserves are supplemented by reserves which are controlled by the Department of the
Interior. Yet, recoverable resources in the four Naval Petroleum Reserves alone come
close to the current proven recoveréblé oil in all domestic oilfields -- about 39 billion
barrels, Also, the Navy estimates that its three Naval 0il Shale Reserves in Colorado
and Utah contain, at 10 gallons of oil or more per ton of shale, about 26 billion barrels
of 0il, Furthermore, these Naval 0il Shale Reserves comprise’only about 1,8% of the
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Federally owned oil shale lands, and the remaining 98.2% are administered by che Department

of the Interior, In addition, there are vast quantities of commercially developable petrol
lenm in the continental United States, as well as offshoré, whose deﬁelopment is not being
sufficiently forwarded; but the economics of maintaining current market and price levels

seems to govern the quantity of oil released for domestic consumption rather than the quantity
of 0il available in this country, or the prices asked for by the OPEC countries. Indeed, the
real problem is that the US may end up having a great surplus of oil over the next decade as
other sources of energy are developed, unless it prudently develops and consumes some of its

eriormous petroleum reserves at a measured rate.

2) The atmosphere of "erisis" has been de;ibergtélv contrived by the international

petroleum corporations. In an effort to increase their profits, they have systematically

restricted their exploration, refinement, and distribution of petroleum over at least the
last five years., Since October 1973, they have sought to attribute their contrived "shortage”
and their accompanying price increases to the coineident movement on the part of certain
"Middle East" oil-producing countries to share more equitably in the large profits of the
international petroleum corporations, and to use their petroleum resources for greater
international economic leverage. Although "Middle East" frequently translates into "Arab"
oil-producing countries, lran is not an Arab country, as frequently implied; only f of US
petroleum imports come from Arab countries, which amounts to about 1.5% of total US con-
cumption; the "boycott" of October 1973 was readily circumvented and compensated for by
imports from other producers; and the increasing petroleum prices began before October 1973
and were stimulated by the international petroleum corporations, part of whose profits the
oil-producing countries, led by non-Arab producers such as Venezuela, Canada, and Iran,
subsequently decided to participate in. While the West Europeans and Japan rely upon foreign
petroleum imports for about 70% of their petroleum needs, they attribute any petroleum "crisis”
(which they view more in terms of prices than shortages) less to the policies of "Middle
Fastern" oil-producing countries than to a genefal world inflationary situation, to other
non-Middle Eastern oil-producing countries, and to the policies of the major international
petroleum corporations.

3) US govermment officials, including key ones in the Executive and Legislative

branches, have cooperated with the international petroleum corporations' endeavor. Interna-

tional o0il corporation interests have filtered into such agencies as the Federal Energy
Administration, and successfully lobbied against legislation aimed at windfall profits taxes;
price rollbacks; eliminating depletion allowances and foreign tax credits; antitrust action;
0il corporation activities in conjunction with foreign oil-producing countries; increasing

| profit margins; and complete government examination of o0il corporations' records concerning

their reserves, drilling, refining, and distribution. Similarly, these international petroleum
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corporations are lobbying for deregulation of natural gas prices. The argument that allowing
‘éil corporations to charge for their products whatever the "free" market will pay, on the
grounds that such profit incentives will encourage the corporations to explore and refine
ﬁore petroleum, is invalid, Depletion allowances and foreign tax credits were supposed to

be such incentives, but the corporations pocketed the profits and still contrived the present
"Shortage" to increase even further their profits. Petroleum prices will not go down if left
to the corporations' determination. There is now and will be adequate petroleum in the US,
and indeed the West, "as long as the price is right.," What is needed are strong government
antitrust action, price rollbacks, and true competition in the petroleum marketplace,

One suggestion which has been made to relieve the "crisis" (whether real or contrived)
is for the US government to begin full production at the Elk Hills Naval Petroleum Reserve,
which would considerably increase US domestic petroleum production almost immediately. Such
production would 1) relieve the pressure of demand on the apparent current "shortage," and
thus tend to bring down the price of domestic and foreign petroleum; and 2) further reduce
US imports of foreign petroleum, if desirable, particularly if its prices are not reduced
to below the cost of domestically produced petroleum.

The Administration favors opening up Elk Hills for increased petroleum production, It
would turn over all the Naval Petroleum Reserves to the Department of the Interior and open
them up to bids for leasing contracts with commercial corporations. Elk Hills, in particular,
would be developed by a formula whereby the government would receive 80% of all the oil
extracted by the commercial manager, Part of the government's o0il would be sold on the
commercial market for domestic consumption, and the proeeeds from those sales would be used
to further develop the government's Alaska Reserve, The remainder of the Elk Hills produc-
tion would be used to build a "strategic" reserve to be stored underground in salt-dome
reservoirs.

However, opponents of this plan include Congressman F, Edward Hébert (D. La.), Chairman
of the House Armed Services Committee, who would like to continue to maintain these reserves
under control of the Department of Defense, to be used "for strictly defense emergency needs,"
The Administration and other response to this objection is that there is no more urgent need
for the country to develop these reserves than now, While the quantity of o0il which the US
might require in an "emergency situation” has never been precisely determined or adequately
prepared, the Navy is sitting on enough oil to double the amount of the entire US domestic
recoverable total, Meanwhile, DoD needs for oil will probably be reduced over the next
decade as dependence on nuclear and other forms of energy are developed, and these vast
reserves could eventually go unused as the country shifts to other forms of energy use. A
national policy with regard to the development and use of the country's four Naval Petroleum

Reserves and three Naval Oil Shale Reserves has remained essentially static since their
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establishment in 1912, The policy remains basically one of "conservation" in the event
of an emergencv need for national defense, Production at the reserves for national defense
has been authorized by Congress only once, during World War II, when Petroleum Reserve No., 1
was authorized to provide 65,000 barrels per day, There seems to have been little adjustment
in pelicy as the quantity of the reserves has become to be known as much greater than ori-
ginally thought, as nuclear and other forms of energy have been sought to substitute for oil,
as préjected war situations have changed since World War I, and as the national and inter-
national situation of oil supply and demand have affected the national economy. Rather than
waiting for an emergency situation where all US sources of imported oil might be suddenly
cut off (highly unlikely, since the US now gets oil from 26 different countries, the Arab
boycott affected onlyhs% of its imports, and was overcome by increased imports from other
countries without too much difficulty), the US should think in terms of using its reserves
in a measured way to bring down the costs of o0il and foreign dependence, While Naval
Petroleum Reserve No, 1 is being used, Reserve No, 4 would be developed and would be more
than adequate for future "national emergencies,” One estim@te of a national emergency need
is some 2 million barrels per day, all of which could be diverted from civilian consumption
even if the plentiful government reserves were not at full production capacity.

Other opponents to the Administration plan for opening up Elk Hills petroleum production
fear that any commercial leasing of these reserves might redound to a further windfall to
the international petroleum corpor;tions in the area which would do the drilling, refining,
and distributing., The current management of Elk Hills is regulated by a 1944 contract with
Standard 0il of Southern California, which also owns 20% of the U45,000-acre reserve, If
production at the reserve is undertaken for any reason other than "wartime emergency," SOCAL
could commercially exploit its one-fifth of the reserve, SOCAL would gain further since it
owns the primary pipeline leading out of the reserve and most of the refining capacity in
the area, SOCAL has already been charged with draining oil from underneath government
property through means of boundary zone drilling and production. Shell 0il also would accrue
some benefit from a contract for "excess" oil production at Elk Hills., These objectors would
insist at least on a carefully considered re-negotiation of any contract for the commercial
exploitation of Elk Hills, if not on complete government ownership of pipelines, rei‘inerieéf
and even the 20% of Elk Hills which SOCAL now owns, so as to prevent monopolistié profiteering
by major international petroleum corporations. The management contract with SOCAL is in
fact up for renewal in 1976.

Another option has been suggested for the use of Elk Hills, which might satisfy the
objections both of those who wish to assure that the reserves will be available for national
defense and of those who wish to prevent windfall profits to commercial companies leasing

the reserves: the US government could exploit the reserves itself, by creating a federal
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oil and gas corporation to undertake production, refining, and distribution, and which
would also serve as a "yardstick" to gauge oil-firm profits., However, such an endeavor
might be considered as competition with the private petroleum corporatipns and as government
interference with the "free" petroleum marketplace. The commercial oil companies might
not appreciate competition from the government in the production of oil, and would not
want the government flow of oil on the market to cause a surplus situation which would
cause domestic oil prices to go down again, However, rather than enter into direct com-
mercial competition with the private petroleum corporations, such a government endeavor at
Elk Hills could pfoduce petroleum for the sole consumption, for example, of the Department
of Defense. Current Defense Department petroleum consumption is esiimated to be about
600,000 barrels per day (about 3.5% of total US petroleum needs). The estimated 200,000
barrels per day of petroleum which could be produced at’Elk Hills for the next 15 to 20
years would satisfy about one-third of the Defense Department's current level of consump-
tion. That total approximates the amount which the Defense Department currently imporis
from worldwide foreign sources., It also approximates the amount which the United States
as a whole imports from Arab countries, and would further mitigate any attempted boycott of
these or other foreign imports., In addition to causing a lowering of domestic and foreign
petroleum prices, and reducing US reliance, particularly defense reliance, on foreign
petroleum, such a government petroleum operation for Defense Department consumption would
free more domestic and foreign petroleum for civilian consumption. If the government
operation at Elk Hills proved successful, and conditions continued to warrant it, the
eventual 10 million barrels-per-day capacity of Reserve No. 4 also could be produced by
the government corporation, to satisfy total Defense Department needs, to reduce further
US foreign oil imports (currently at 5.5 million barrels per day), or to be stored for
national emergency use, Meanwhile, there would still remain other substantial government

and private petroleum reserves, while other sources of energy continued to be developed,
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1. Robert Sherrill article on international petroleum industry "hoax,"

October 2, 1974

THE OLD SHELL GAME ,

Mr, ABOUREZK. Mr. President, Mr.

obert Sherrill, the well-known political
ctentist and author of the recent book,
‘Saturday Night Special,” has written a

ighly illuminating article in the October
issue of Penthouse. Sherrill’s article, “The
Old Shell Game” reviews the history of
scare campaigns by the major ofl com-
panies, campaigns which the companies
used to deceive the American people.

Sherrill pulls no punches. The major
oil companies after every so-called short-
age crisis have emerged richer, more
powerful, more concentrated, and more
able to exert their will on the country.

This articleshould he read by all those
who do not understand the enormous
economic and political power wielded by
& few multinational corporations.

Mr. President, I ask unanimous con-
sent that this article be printed in the
RECORD, )

There being no objection, the article
was ordered to be printed in the REcorp,
as follows:

[From Penthouse magazine, October 1974]

THE Oup Sl Gane
{By Robert Sherrill)

In mtd-July 1973, the Federal Trade Com-
mission filled a weighty antitrust complaing
against eight of the world's largest ol come-
panies—Exxon, ‘Texaco, Gulf, Mobll, Stand-
nrd of California, Standard of Indiana, Shell,
und Atlantie Richfleld-—charging them with
unlawlfully monopolizing reflning, drlving
competitors out of business, manipulating
supplies to create a gasoline scarcity, and
reaping excessive proflts,

A few months later, Japan, now onoe of
the largest consumers of petroleum products,
indicted executlves of twelve major ofl-
refining firms for conspiring t fix prices and
te curtall preduction, This was the frst
criminal charge against a cartel in Japan’s
twenty-seven~year history of antitrust ace
tivity.

Such actions a¢ these do not foretell a

loosening of the oll industry's stranglehold

on the world, however. Most probably, the
above legal fights will be dragged out in court
for many years before coming t0 an inconclue
sive ending in compromise.

But at least these actions may indicate
that o desperate public is at last beglnning
to wise up to the fact that it cannot go on
playing thoe game of sunply-and-demand by
the oll Indusiry's whimsieal rules. And per-
haps the public ts bepinning-—-just beginning,
in o fecble way—to convey its desperation to
some of the governments around the world.
That would indeed be a radical change from
the past,

For fifty years the-major international oll
companics have manipulated prices in the
United States—-and recruited public opinion
and government policy to support the mantp-
ulations—by a series of fear campaligns that
have seldom been challenged.

Since the 1920’s, when only one out of
every seven Americans owned a motorcar
(compared to the ons car per two adult
Americans today), the national economy and
the public's comfort have depended on the
automobile. This has provided s perfect con-
text for industrial blackmall, and the oil
industry has seized the opporiuntty, not only
to obtain higher prices but to force the State
Department and the Jusiice Department to
do its dirty work--by coliusion if not always
by direct Involvement, And the press, whose
awners have long been richly subverted by
[utomobile and gasoline .odvertising, has,
hth very few ixceptions, played along with
the industry’s game.

An accusation like this will be offensive to
most Americans, of course, because it implies
that we are a nation of suckers, but there is
more than enough proof of its accuracy.

First let us put the present claim of an
“ofi crigls” in the proper perspective. There
have been other “crises’—all of them as
phony as this one and all of them contrived
for sinilar reasons. Among men In the in-
dustry, these recurring crises are an old, oid
joke. Fifteen years ago, In & Senate speech
lttle noticed at the time, Senator Russell
Long of Louisiana, an ofl millionaire hime
self and a defender of plunder, got to laugh-
ing with his Senate colleagues about soms
of the great hooaxes of the past.

CONGRESSIONAL RECORD — SENATE

Long ticked of a few examples—the

" wcrisis” of 1914 was one of the best, In

that year, Britaln was about to enter World
War I and had just converted her navy from
coal to oll, 80 it was absolutely vital that her
supply of oil be uninterrupted. Obviously,
Britain—and Prance, too, for that matter——
were ripe for plucking. All our oil men needed
to do was %W present a picture of scarcity.
This was easy to arrange. In 1914 Standard
Oll, monarch of world oil at the time, sup-
ported by statements from the U.S. Bureau
of Mines (which has always been in the in-
dustry’s pocket), announced that the United
States was down to its last 5.7 billlon bar-
reis of oll reserves—-gcarcely enough to last
out the decade—and aftor that there would
be no more. Oll had clearly become a precious
commodity. Up went the price.

When the war ended in 1818, the oll com-~
panfes—instesd of running out of oil~were
stuck with a surplus. If they had allowed the
law g,t supply and demand to rule prices, oll
would have become cheap. To correct that
situation the companles contrived another
“crisis” in 1920. This time, they persuaded
tho U.8. Geologicel Survey to anncunce that
domestic oil production would start to de~
cline sharply within three years, with no
hope of recovery. Shortages were reported all
‘over the country--fust like today. Gasoline
was rationed In Callfornta and Oregon. The
magazine Automotive Industries reported on
August 25, 1820, "It is alleged that the short=
age of gasoline [in California] was fictitious
and due to manipulation. Allegations are
made that the refineries created the shortage
by shipping gesoline from Los Angeles to
northern parte of the state and then, after
waiting until the price advanced, bringing it
back again for sales purposes.”

It worked. When prices reached thirtye
seven cents a galion——which would be about
81 a gallon by today's prices—the “shortags"
disappeared.

But only for a monient. The major V.S, ol
companies, especlally Standard O], were
running into stf competition overseas. BY
the early 1820's, Eritfsh oil companies had
cornered much of the potential production
domains of the Middle East, and were mak-
ing significant inroads Into South American,
Mexican, and Dutch East Indies oil lands.
American companies feared that they were
going to be cut out of the world's booty un~
less they could frighten the public into sup~
porting a foreign policy that would help
American oil companies get foreign leases,
“for the national security.” )

The Industry’s propagandists began to cir-
culate rumors that we were running out of
oll, while Britain was cornering the world's
oil market. In fact, they said, we had only
enough to last six years-—after which we
would be at the mercy of Britain, unless
something were done. These rumors wers s0
successful that there was actually serious
talk in Washington about having to go to war
with Britein. That talk ended when the
British declded to split the Mideast booty
with Standard Ci. .

The British weren't fooled. In The Oil
Trusts and Angle-American Relations, pub-
lished in 1924, DBritish writers E. H. Daven~
port and Sidney Russell Cocke noted wryly,
“There is this strange hablt peculiar to the
American oil industry which one should ob=
serve In passing. Although it doubles its out=
put roughly every ten years . . . it declares
every other year that its peak of production
has been passed and that its ofl felds are
well-nigh cxhausted. . . . Nevertheless new
pools are continually producing wells brought
in to replace those declining, and each year
tie total output turns out to be surprisingly
grester than tho year before: ‘One cannot
doubt that the lugubrious prophecies of
Ameriean oil men are in some way related to
the wish for higher prices.” )

Two years later, having trouble with the
pesky Mexieans, who didn’t 1ike the idea of
Amercans steallng their oil, U.8. companiss
pressured the State Department into strong-~
arming the Mexican government to allow
higher fmports inte this country. The pres-
sure came with the ugyal prophecy that the
U.S. bad only enough oll to last another six

years.

During World War II, President Roosavelt
and his Interior Sceretary, Harold Ickes, tried
to get Congrees to set up a government-owned
corporation, the Petroleum Reserve Corpo-
ration, to buy out the Saudi Arabia con-
cessions of Texaco and Standard Ol of Caife
fornia. This would have been the first giant
step toward the public's winning independ-
ence from the Internationa! oil cartel, But
the latter successfully pulled its old crisis
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‘trick again. In 1947 the industry announced
an imminent shortage——Standard Ol of New
Jersey clalmed it might not be able to last
beyond 1855-—and declored that our weils
were running dry. The only hope, they said,
of preserving American industry and the
American motorist was 1o give private in-
dustry not only a free hand in the Middle
East, without U.S. government interference,
but to encourage the private oil companies
with large tax benefits from their overseas
operations,

This crisls paid off immediately. The mul-~
tinational ofl glanis began carving up the
Middle East fields that very same vesr, 1947,
and they did so with a secret promise from
the U8, Justice Department that there
would be no prosecution for antitrust vicla-
tions. Still-classified National Security
Council documents show that in 1954 tha

- “government turned over our Middie Fast

foreign policy to the oll corporations.

These corporations were further encour-
aged to exploit the Middle East by o foreign
tax credit that was sceretly contrived by the
National Security Council In 1850 and se-
cretly agreed -to by the U.S. Treasury De-
partment. This "golden bhandshake” per-
mitted the oil companies to deduct from
thelr U.8, taxes all royalties pald to the
Middle Eastern goveraments, dollar for dol-
lar. Thus the oll companles were encouraged
to sink money into explorations around the
Perstan Gulf and to neglect ol exploratibns
at home. |

By the mid-1950’s the world was. awash
with oil. The big companles had been so
successful In finding oll all over the globe
that they didn’t know whiat to do with it, The
world price for oll was low indeed—about
$1.60 a barrel below what oil was sclling for
in the United States. And the oil companies
were afraid to import much of the cheap
foreign ofl lest IU.S. prices drop.

So in 1859, clalming that the U.S. domes-
tle compantes were imperiled by tmported
foreign oil and that we faced a shortage of
petroleum products because of the lack of
ex@oration in this country, multinationsl
glants persuaded Prestdent Eisenhower, al-
ways & willing fall guy for the (ndustiry, to
establish an  ofl-import quota-—allowing
only & relative trickle of the foreign supply
into this country.

This brings us to the present—ithe era of
the big Kill. The profits reaped from scare
techniques of the past weré nothing com-~
pared to what the future could hold. But the
industry was now dealing with & more so-
phisticated citizenry, o cltlzenry grown
somewhat accustomed to cries of havoo.
The industry would obviously have to tread
more cautlously, prepare ils deception more
carefully, building a momentum that could
not e withstood. It succeeded very well in-
deed.

To show how it procceded, we will break
down the assault Into two waves—natural-
gas price propaganda and ofl (gasoline, fuel
oll) propagands——so that it can be under-
stood more clearly.

THE NATURAL-GAS SHORTAGE MYTH

Natural gas supplies Americans with about
one-~third of their total energy.

Natural-gas prices have supposedly been
regulated in Interstate commerce since
1988, with the rates set by the Federal Power
Commission. The FPC did i{ts job in a very
loose fashion, but prices remained low never-
theless because there was not much demand
for natural gas in those days. In 1054, as dew
mand began to bulld up, the federal courts
ruled that the FPC was doing a lousy and
incomplete job In controlling natural-gas
prices and that it shoul] regulate the sale

-of natural gas not only in the pipeline bui

also at the wellhead.

Industry’s first effort to undercut that
ruling came in 1856, when it lald enough
money 'around to persuade Congress to pass
a law deregulating natural gas. But that ef-
fort wes ruined—and Elsenhowes, to his an-
noyance, was forced to veto the law for pub-
lie-relations reasons—when it came to light
that ofl and gas lobbyists had in fact been

' bribing members of Congress.

But In those balmy Republican days, when

. business got by with just about anything,

the FPC largely ignored the courts’ edicts
anyway. When President Kennedy took over
in 1961, however, and his FPC appointees
began doing a beter job of controlling prices,
the Industry went back to cours in an effort
to smash the price-conirol machinery. Ii
clalmed it needed higher prices because the
natural-gas supply was dwindling critically.
In the {nterim, while the case mado its way
to the Supremse Court, the industry kept a low
profile by maintaining reasonable prices.



74 1068 the Supreme Court ruled that tha
FPC's price control pollcy was falr and that
there was no substantial evidence that nats
ural-gas reserves were geting low. In fact,
the Court noted that each year tndustry dis-
covered more new reserves than It pro-
duced. In other words, after a careful study
ranging over seversl years, the Bupreme
Court came to the conclusion thai there was
no natural-gas shortage, Bo foresceabls
shortage, and, by implicstion, that prices
should not bo allowed to balloon until such a
shortege might exist.

. At that, the oll and gas tndustrialists bee
came furious, They'determined to rid them-
selves, once and' for all, of government price
regulations, If the Suprems Court demuand~

" ed proof of a shortege before it would go

¢

atong with industry, then Industry was pre-
pared to juggle the record to show just thal,

¥For the first time in history, {ndustry be-
gan to claim that it was finding less nat-
wral gas than it sold—after 1t had conclu-
sively lost in court. It has been claiming the
same thing for every year since.

De your own investigating on this point.
There was not & single msagazine articlie on
the topic of energy shortage before the 1668
Supreme Court ruling, Then, all of a sude
den, there was & great flurry of articles, s
small explosion of concerned chatter, ape
pearing in magezines notorious as indus-
try mouthpleces—Nation's Business, UJS.
News, Forbes—-neralding go imminent short-
age of natural®gas. For the first time In the
history of U.B. journallam there appeared
a general-cireulation magezine article with
the headline, “Looming Crisis in Natural
Gas.” Industry's propagandisis had begun
to shovel it out to thelr pals in the press.

Pure blackmaill. Yet at the beginning of
the natural-gas fear campaign, there was an
interesting hesitation. Apparently industry
was nervous about the public emotions it
was stirring up. After all, if the citizens be-
cathe hysterical, they might do something
drastic—like nationalizing tbe oil and gas
industry. So for a while the industry prop-
agandists moved slowsly, Even as late as
1571 they were hesitating to claim an oute
right shortage.

In a full-page advertisement in the Wall
Street Journal of October 22, 1870, the
scothingly: “Recent reports of natural-gas
shortages in various parts of the country
have apparently led to speculation that we
are running out of natural gas. Now this s
simply not true. . . In fact, geologists esti~
mate that proven and potential supplies are

over saventy times our present aunnual cone’
" sumption rate.,” .
There was no resl shortage of gas under=

ground, said the industry, but there was an
effective shortage of supply simply -because
the tndustry wasn't getting a high enough
price. In 1971 advertisernenis began to ap~
pear in Life and other natlonal magazines,
puald for by the American Gas Assoclation,
assuring Amerlcans thet there was no rea-
fon to lay in o supply of wood and pedy
because “there’s no worry that your home
will run short of gas. . . . We've been serving
you for 100 years—and we don't intend to
stop now.”
payer was asked to bear one little burden:

““Itywill take higher prices to keep the gas

coming.”

Later the industry started playing really
dirty. In 1971 James T. Halverson, director
of the Federal Trade Commission’s Bureau
of Competition, uncovered cvidence that
some of the companjes were lylns about
their natural-gas reserves, disclos...g ounly
one-hislf to one-tenth of thelr true reserves
to the government when they came around
asking for rate increases. *o

John W. Wilson, s caresr employes of the
Federal Powsr Commission (you must re-
member that many of the FHC's career peo-
ple are honest: it's just the polilically ap-

However, the American tax.

“;ioimed commlszloners who turn crooked as

a mmacter of polley), told the Senate Antitrust
Subconimittee that at least thirteen major
produvers of natural gas understated thelr
reserves I reporis to the PPC. As oae ex-
zmnle, he pointod out that five companles
eluimed t0 have no “avaJable” natural-gas
rosor 8 but withiin wechyu Lhareafter roported

w71 huge amounts of the gas they hed
clainv-d they didn’s have,

Bul the Industry's fear campalgn and its
dishonesty and deception have pald ofl, Since
Nixon tock ofiice, the Federal Powsr Commis-
s;oners he appointed have raiscii
prices more than 300 percent, givl
cuse that gas was scarce and thit iie
creases would encoursge producers o 100k
for more.

The ihdustry hos also destroyed the ¢ld
mechaniem of seiting the price of natural
gas sccording to the cost of production. In
1972 the nsatiural gas companies began to
set pricés on the basis of what the market
would bear—that s, how much the public
would stand still for. The Consumer Federa-

tlon of America estimates that the FPC's new

rate-making procedure willi add $500 billion
or even $1 irillion to consumer’'s gas bills
over thelife of the nation’s reserves.

| THE OIL-SHORTAGE MYTH

AS we pointed out eariler, the interna-
tional companies’ problem in the 1960's and
1660’8 was not an oll shortage—however
much they pretended to be on the brink of
one-—-but 8 massive oil surplus, so massive
that they radically reduced explorations for
new Aelds in the United States (thils reduc-
tion continued on into the early 1870's;
there were only half as many new wells
trought into production in this country in
1672 88 in 1852). Meanwhile, oii was so
plentifyl in the rest of the world that it was
getting to be a real burden to the marketers,
It was $0 plentiful, in fact, that in 1959 the
major ¢fl companies told the Middle East
countrigs that they were going to pay them
lesg for their oil. This sleagy trick on the part
of Standard Oil et al. made the Middle East
oil-preducing nations think about organiz-
ing to protect themselves. The very next
year, 1960, they came together to establish
the Organization of Petroleurn Exporiing
Countries (OPEC)~—an organization that is
rezponsible for much of today’s high oil
prices. Xt was created because of the Arabs’
hatred for the stinginess of the Western ofl
moguls, who wanted to rob not only the
consuming natlons dbut the producing na-
tions ag weil.

Still, OPEC was a long time pulling itseif
togethar. It was organized but It wasn't run-
ning smoothly and there was still great
rivalry armong the producing nations. So the
oil companies convinued to play the sheiks
against each other and to run the Middle
East through the 1043,

And they ran (¢, n.ourally, In such a way
a5 to Keep the supply down and prices up.
zoeret docurients circulated In 1968 within
the industry by Standard Oil of California
show that industry leaders were gravely ¢on-
cerned sbout z “large potential surplus”™
through 1873, und tlie possibility that when
ol began to flow out of the Arctic there
would be “extending anu magnilving surplus
supply probiems.” Standard of California
ccials proposed slashing production wher-
oyver possible. They were afraid thot they
could not make “polltically palatable” cuts

in production in Saudl Arabla and Iran, -

because tie rulers of those countries were
getting restiess; but according to these pri-
vate documents, the Standard offielals
thought they couia get by with reductions
in Egypt. Nigeria, Libya, Latin America, and
ndonesiu. )

As was the case with natural gas, you
will look in vain if you seek to find any

warhing of an Impending of! shortage in any
newspaper or natlonal magazine during the
1960's. This was the "gquiet decade,” in which

the major companies lay low on prices. They

had other dirty work to do. During the omi~
nous quiet of the 1860%, they began corner-

ing other energy fields, knowing that when -

the time came to boost oil prices, the prices
of other energy commuodities would also soar.
Directly, or tiwrough corporations in which
they held interiocking directorships (direc-
tors of the eighteen largest American oil
companies-in 1974 interlocked 132 times with
the boards of banks and other financial ins
stitutions, which of course interlock in turn
with other major nonenergy corporations),
they seized nine of the ten top coal-produc-
ing companies that took the lead in leasing
253,000 acres of federal coal. Most of this

" treasure was cornered when there was still

no public discussion of an upcoming energy
crisis, and long-lern coal legses could be
had for pennies. Some of the rich coal dep
posits were obtained for a yearly rental of
twenty-five cents an acre. Such northern
Great Plain states as Wyoming, Montana,
and North Dakota are well on thelr way to
becoming colonies of the oil-coal companies,
In th& years ahead they will be scalped by
strip-mining machines to feed several hun-
dred plants in which coal will be converted
into natural gas and gascline.

The oll companies werc also grabbing 50
percent of known urantum reserves and 25
percent of uranium mililng capacity in the
1960’s. And let’s not forget thelr takeover
of the oil-shale doposits on federal lands,

which both Democratic and Republican ad- .

. ministrations allowed them to cover at dirt-

cheap prices. .

From 1668 to 1870, when worid demand for
ol weas soaring, the 8hah of Iran tried to
persuade the Iranlan Oil Consoriium, in
which Exxon is dowminant, to increase pro-
duction. The Counsortium refused. During
this same period, Saudi Arabla was frying
to convince its producing agent, the Arablan-
American Oil Company (ARAMCO: Exxon,
Standard Ol of Callfornls, Texaco, Mobil)
to increase production, but ARAMCO also
refused. And Qapada was trring to iInduce
the United States to import more of its oil.
But the major companies biocked all such
offers, claiming America didn't need the for-
eéign oil. In the spring of 1869, M. A. Wright,
chairman of Huwmble Oil (Exxon), assured
a Seuate antitrust subcommittee that domes~
tic fields alone would be able to meet 82 per-
cent of our oil needs through 1685, (Nowa-
days, of course, with the “crisis" lasunched,
the industry has adjusted its predistion
downwards—now it says domestic oil pro-
duction will meet only 50 percent of our
needs in 1985) .

The oil surpius of the 1860's was evidenced
in the Green Stamps and free cockiall glasses
that were given away to entice customers.
Prices were relatively steady between 1858
and 1968, wholesale petroleum prices went up
only 5.6 percent, about hall as fast as the
general wholesale-price index was climbing.
But the major oil companies were not un-
happy with the prices, for the moment. They
used the pertod to launch massive price wars
on the independent producers, on independ-

-ent refiners, and on cut-rate retail service
‘stations. The majors were immensely suc-

cessful, measuring thelr success by the plight

‘of the independent producers alone—whose

population dropped from 20,000 to 10,000
in the past fifteen years. (This was a bit of
overkill, for the eighteen largest oll com=
panies already controlled 70 percent of the
production of American crude ofl, controlied
80 percent of domestie refinery capacity,
owned 86 percent of the nation's pipeline
capacity, and marketed ahout 72 percent of
the gasoline sold 1n the Unlted States.)
Only after wiping out potentlal competition
could the major international ofl companies



be guaranteed that thelr fear c¢ampalgn
:Jould work—when they were ready to launch

t.

As part of thelr planned long-range shorte
age, the oll indusiry also refused to bulld
enough refineries in the 1960's to take care
of future necds. In the past ten years, fewer
than hall a dozen major refineries {[over
50,000 bvarrels-a-dny capacity) were built in
the U.8. The industry magazine, Oil & Gas
Journal, appraised this perlod eushemisti-
cally a5 *a lull in construction to let demand
catch up o bit.” Moreover, not one new do-
mestic refinery was built in the last four
years, though consumption wag soaring. |

Meanwhile, however, the internstional
glants were pouring money into overssas
refineries and overseas retail outlets. They
were, In short, rearranging their operations
in such a way that when they put the UB.
market in a vise, they would go on operating
at thelr usual pace in other countries.

The higrest companies—Exxon, Texaco,
Guif, Mobil, Standard of California, eic.-
had been guletly shifting thelr focus to the
overseas Toarket for twenty years. In the
early 1550'8° these companics—which are
stlll viewed erroneously as "American”
companies, when in fact their allegiance
departed these shores long ago—were gell-
ing most of thetr oll products to the U.8.
market. By the early 1860’8 they were selling
only about 50 percent of thelr products here.
By the start of this decede, two-thirds of thelr
market was in Eurone and Japan. :

Let’s pause s moment to recapitulate. Up
to this point, we have reen the major inter-~
national oll companies butld toward the oll
crisis by {1) forcing independent competi-
tors out of business, (2) cutting back on pro-
duction in the rich Middle East flelds and
refusing to import more of the available oll
in Canada, (3) falling to build needed re-
fineries, (4) refusing to increase ofl explora-
wons in the United States, and (5) shifting
the bulk of their marketing to Europe and
Japan, where thede is no domestic oll pro-
duction and consumers sre even more at
their mercy than are U.S. consumers.

All of this wus being atmed at the 1871~
1974 showdown. Now they wers ready to ary
erisis. They blamed many things—a cutback
in production by Libys, & pipeline rupture. in
Saudi Arabia, & scarcity of tankers. But there
wasg an interest{ng aspsct to the timing. The
ofl industry had started complatning about a
“ghortage” and had started pushing up its
prices in Azril 1970, but the Arablan pipeline
didn’t break until May and the Libyan cut-
back occurred sometime thereafter. As for
the tanker shortage, only about 3 percent of
our ofl was being imported by tanker from
the Middle East, and this amount could eas-
ily have been made up from sources clossr o
home.

When this 4shy timetable was put together
in testimony before & House investigating
committee in 1971, Massachusetis congress-
mean Silvio Conte correctly concluded that
the price of oil had not been pushed up by
logical and justifiable conditions in the
marketplace but simply because “there was &
conspiracy among the of companies” As
Conte put it, “it is either consplracy or e
gross i,zniscalculation by- the ofl companies.
And 1 can't belleve that the oil compantes
would miscaloulato the situation, becsuse
they certainly have the finest backup force
of any industry in the world, and they very,
very seldom make a miscalculation”

When thoe companies began their oil-ghort«
age scare, they laid 1t on with a passion. In
1971, gix of the largest firms (Exxon, Sheil,
Amoco, Giull, Mobil, and Texaco) shoveled
more than 110 million into advertising. The
next year. four companies alone—Exxon,
Shaell, Texaco, and Gulf—spent $137 million
on "erisis” adveriising, and the American
Pstroleum Institute spent another 88 million.

) But the industry didn't refy on propagands
alone. In 1972, the nation’s ten largest ol
companies Increased the pinch by deliber-

ately slowing down their reflnery output by 8

percent, sccording to thie Senste Permanent
Investigation Subcommitee staff. And, ac-
cording to Senator Frank E. Moss, the major
oll compantes storpd—hid-~about eleven mii-
ion barrels of home heating oll on the East
Coast during the winter of 1972 while Ameri-
cans in the Upper Plains states suffered severe
shorteges. Thelr screams helped condition the
nation,

The October 1973 outbreak of the Arab-
Israsll war gave the international giants ex-
actly the crislse atmosphere they needed to
really tighten the screws. {(Convenlenly, the
war started within e few months after the
U.8. oll-embarge program, started i{n 1859,
ended. If the war hadn't come up, the oil
companies would have had a hard thme think-
ing up an oxouse to kecp Mideast oll out of
the U.8.) The shelks of Baudi Arabis, Kuwalt,
and other oll-rich kingdoms of the Persian
Gult grandly announced that they were cim-
bargoing ol to the United States and the
Netherlands because thoge two nations were
friendly to Israel. :

At once the Rixon administration and the
oll companies declared sn emergency. They
said we wowld ghortly be starving for ofl.
Nixon grimly wearned the nation that there
was no way to make up the 17 percent of our
ofl that came from ,the Persisn Gulf area,
But that 17 percont figure was, to put it
politely, a lie. We were getting onty § percent
of our oll from that area of the world {(ac-
cording to many reputable sources, includ-
ing the Organization for Economic Coopera-
tion and Development, which represents the
major non-Communist industrial nations).
Furthermore, embargoed Mideast oil

could easily have been made up from other”

sources, Robert B, Stobapgh, coordingtor of
the Harvard Businesa School Energy Profect,

pointed out that the crimping of shipments

from the Midsast was not so important be-
cause "about half of the non-Communtst
world’s orude oi} production outside of North
America 18 controlled by elghteen US~bead~
quartered oll companies, principally Exxon,
Texaco, Gulf, Standard of Californie, and
Mobil. These firms, along with other dig oll
companies such ss British Petroleum and

_Royal Dutch Bhell, can switch Arab oll to

countries now using non-Arab oil, thereby
making non-Arab ofl svailable to the US.”

The Netherlands, supposedly belng em-
bargoed by the Amﬁs. wasn’t suffering at all.
Jack Bax, & preas alde for the city of Rotter-
dam, Eurcpe’s jargest oll port, told reporters

in January, “Pareonally I ihink t¢he whole

thing 18 & hoax.”

The 8hah of Iran (whers the Consortium
still had seven big: flelds olosed cdown)
thought the U8, was also being hoaxed, Re-
ferring to the so-onlled Middle East embargo,
the Shah told TV interviewer Mike ‘Wallace
in February, “Why should you care sbout
that? You are not short.of ofl.” He went on
to say ithat the US, was then importing
“more oil thal at any time in the past,”
sidestepping the phony embargo simply by
shufling the ofl from one nation to another,
Asked {f he thought the companies were de-
Irsuding the public, he replied, *Waell, some-
thing is going on for sure.” e

Something was indeed going on. On Decem~
ber 8§, 1073, Washington Post reporter George
Wilson dlsclosed that, according to the Amer-
lcan Pestrolsum Institute’s own figures, the
major eompanles were pumping 18 percent
less ofl from UE, wells than they could have,
A month earlisr it was discovered that the
United Btates somparnies had teen exporting
oil at @ rate five times ths normal level. The
push for s contrived scarcity in the Unlted
States was well under way. (But there was
no scarcity in Europe, where tho price was
right. On May 15, 1873, Amoco placed s full-
page axlveriisamens in the Financial Times of

v ’ -

London soliciting new indusirial customers
and promising “secure” gasoline, Five days
later Amoco piaced a two-page advortisement
in the Washington-Star News, explaining
that its American customers would “have to
get by with a little less for a while, so there'll
e enough to go around.”) In MMarch 1974, as
gasoline lines in the U.8. wexe stretching for
blocks, international oil brokers in Vienna
reported that American petroleum companies
had offered two milllon tons of ¢rude ofl In
Eurvopean markets st prices below current
market levels. Two economists with the Fed-.
eral Power Commission admitted in tessimony,
befors the Senate Antitrust and Monopoly
Subcotimittee that the major oil companies
were withholding from production untold
quantities of oil and natural gas on 800,000
acregs of leased land off the Louisiana and
Texas coasts. At the same time, the majors
continued to butcher their weak competi-
tors, the independent refineries and the cut~
rate retail dealers, simply by cutting off their
supply of oil and gas, More thon a thousand
independent dealers went out of business in
1973,

THE RESULYS -

The results are the same as after every
“shortage crisis” this century: prices shot
up, and the industry becare more concen-
trated and more powerful and more un-
controllable. In May 1974, Senator Phllip
Havt, chalrman of the Senate Antitrust Sub-
committee, announced that ol and gasoline
price rises during the previous year alone
had cost consumers $35.5 billion and that the
annual cost-increase would continue at’that
level—untll the oil companies decided to
scare the prices even higher, of course. Each
penny added to the price of & gallon of gaso-
iine was sald to put an extra blilion dollars
in the pocket of the oll industry. Frofits
for the top ten oil companies alone were ex-
pected to hit $7.8 billion in 1974—an in-
crease of 51.2 percent over 1973. The oil in-
dustry's profits had already risen 60 percent
in 1973, & year that eaw the top twenty-one
companies earn 810 biillon——a dazeling roc~
ord in the history of US. industry. Mara-
thon Oii profits were up 97 percent, Gulf up
86 percent, Standard Ofl of Ohio up 75 per-
cent, and so forth. :

The facts bahind the *‘shortage” started

 surfecing earlier this year, when jeadets of

tha industry began saying openly that they
knew where plenty of oll and gas could be
found—ab the right price. Jim Langdon,
ohairman of the Texas Rallroad Commission,
which controls ol production in that state
on ‘behal? of the major companies, went 8o
far as to say, *'If this country wants to spend
the money to do 1%, we can compete with the
Arabs for the world ofl market.”

In Janusry 1874, when the gas-station
lnes were just beglnning in some parts of
the country, & Washington economist pre~
dicted, “Last January, regular gasoline cost
about thirty-cight cents a gallon on a na-
tional average, including taxes. By the end
of December it was up to forty-four cents.
When it gets up to fifty-five or sixty cents,
the country might suddenly discover some-
time in mii«1974 that tho oll shortage
sesmed to bs over.”

. And thet's what happened., History was
simply repeating itself,



2. Rep. Bell (R, Calif.) favors opening up Elk Hills for commercial exploitation,
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Elk Hills: Should Oll Be Shared'?

Reserve Is Needed For Civilian Use]
~ ALPHONZO BELL -




THE TEN 0'CLOCK NEWS WITG TV
10:00 FM_DEC 13

Statement By Congressman Bell

MERYL COMER: 1in the scramble to
find and develop alternate sources of
energy, a demand today by California
Congressman Alphonzo BELL that the
Navy stop hoarding oll supplies in its
Elk Hills, California petroleum
resource.

ALPHONZO BELL: The Navy does not
need those regerves. Absolutely not.
In the first place you must recognize
that we in the nation have 11 million
barrels a day of production In this
nation. Then the requirements of the
military under the most extreme need
would be no more than two million
barrels a day. We have 11 million
barrels a day.

So the Navy would obviously get off
the top, top priority in any oil that
was available to the nation. The
civilians would come last. So the
~military gets the first priority any-
way .

| appreciate that there's only
300,000 barrels a day that we could
probably get from there within three
years. But nevertheless the important
thing to remember is that this affects
our balance of payment to the tune of
$1 billion a year. |In other words,
just multiply it out. Three-hundred
thousand barrels a day at $10,00 a
barrel, it comes out $1 billion a year.
And that's a lot of money that the
United States can use right now In our
balance of payments.

In addition to that there's a
tremendous amount of energy when you
think about 300,000 barrels a day,
that's a lot of oil. For example,
California today is buying Arab oil
at about 250,000 barrels a day. 'ith
Elk Hills production you would have
to == you would be able to eliminate
all of that Arab oil production that
we're buying today in California.

12,



3, L.A. Times has doubts about "shortage;" favors using Elk Hills before
proceeding to environmentally questionable offshore drilling.

Tappmg the Elk ‘Hills Res_erve

LA Times Octdber 6, 19?& o



Offshore Qil: a Need for Answers

~L.A. Times Dec, 13, 1974



4. Sen.Magnuson (D, Wash,), Chairman of Senate Committee on Commerce, blames
international corporations for price rises. Rejects deregulation of natural

pas ns further "hlackmail™ by oil companies Lo gain higher prices,

Narural Gas and the Trade lel

Washington Post Dec., 9, 1974



5. Columnist Nick Thimmesch berates Administration "silly" statements about possible use
of force on Middle Fast oil-producing countries. Says OPEC price risesbegan before
October 1973, and were led by Iran and Venezuela, not Arab countries. Furthermore, most
US imported oil comes from Canada, Venezuela, Nigeria and Iran. Arabs unfairly "stereo-
Lvped." Japan and Europe don't indulge in such frightening speculation.

Vick Thimmesch

Baltimore Sun Jan 8, 1975 y gt
Threats On Oil Signify Stupidity

Washington.



6. Kissinger's talk of force over oil criticized by Europeans and Congressmen.

NEW YORK TIMES 6 January 1975 Pg. 3 - e

Ktssmger s Talk of Force Over Qil Stirs the Germans

Kissin- “that? and answered hig own Representative Reuss,
gr?%%%aﬁ?i%ggthgme and question by saying, “If thgfe 5eﬁ'g'8"?§! or Wigconsin, sald it
Spectal to The New York Times nis criticism of European “hos. were really no possib\hty e was “immoral® for Mr. Kis-

I DY e da eovman e




7. Federal Energy Administration daily average of US petroleum imports, Ly source.
Week of August 30 - Sept. 5, 1974 (about typical of current average),

FEDERAL ENERGY ADMIN \DMINISTRATION

Daily Average Of
U:S. Petroloum Imports (33% of U.S. demand)

Week of August 30 to September 5, 1974

COUNTRY % OF CRUDE IMPORIED % OF REFINED IMPORTED % OF TOTAL IMPORTED & OF TOTAL U.S. DEMAND

Venezuela 8.5 4.8 : @ 6.4
Nigerta 2278 . 4 - (38D X

Canada ‘23 72 @ | ' 5.7

Netherlands N . , * ;

Antilles 6.6 T 11.6 v T 8.2 ?.?
Trinadad 4.1 7.8 53 1.7
Virgin Islands 1.1‘. | 1,2 . "i » ﬁ" 5.3 | 1.7
Iran 7.0 0 : O uy 1.5
Indonesia 6.3 : | 1.1 - ‘ ‘. ‘&.6 s L ‘l.s
Dehamas 2.7 X » .8

Emirates
Kvwait
Kgeria

Saudi’ Arabi

Tunesia g .
12 Others 13,4 - 12.3 . 10.0 - 3.5
26 Countries 100.0 . 100.0 - 100.0 | 33.0
(3,752,000 barrels/ (1,806,000 barrels/ (5,558,000 barrels/day) (17,674,00¢ b/d)
day) day) | ' ‘ :
o ANALYSIS :
* Only 33% of our oil needs are imported. _ T e

* Venczuala, Nigeria, and Canada provide over 555 of those imports.

* We buy directly from Arab countriss only 5% of our crude imports, 1% of our refined
imports, and only 3,8% of our total imports, This is only 1,3% of our total oil neads,
(Some of the oil we import from other countries may come indirectly from Arab countries,
but those sources were not nensssarily cut off by the boyecott..

* The price increases on our oil imports are not a resull only of Arab action, but
' Vonezuela, Nigeria, Canada, and Iran are perhaps everi more responsible, /

18,



8, Iran defends its price rises, Says "during the course oi.' two decades when the
international oil companies were reaping profits exceeding several hundeed
percent, the oil producers were forced to accept a depressed price for x:.:il ’
arbitrarily set at $2.17 in 1947 and reduced to $1.79 by the year 1971." During
that period of time the price of world commodities (which Iran must import)
rose 300 to 400 percent,

Wash, Post Jan, 5, 1975
T ho facas (e giestion oil pri i
is sulficient to point out that during
the course of {wo decades when the in-
ternational oil companies were reaping
profils exceeding several huudred per .
cent, the oil producers were foreed to
accepi a depressed price for oil arbi-
fravily seb at 3217 in 1947 and reduced
{0 $1.79 by the veas 1971 During that
period of tiie the price of world com-
modgities rose by 300 to 400 per cent. Is
it the contention that the industrial-
izcd world should continue to export
inflation_und prosper on the basis of
cheap energy while ofl producers afe
deprived of the right to make maxi-
mum and inteiligent use of thelr natu.
ral resources. This reminds me of the

- saying that whatever is mine is mine
and whatever is yours is negotiable. It,
would be regrettable if this philosophy
served a3 the yardstick for the conduct
among nations. Iran with a population
of more than 32 million people and an
unlimited absorptive capacity is cogni-
zant of its new responsibilities. It has
not only devoted its increased reve-
nues to restoring the greatness of its
ancestors but has earmarked 7 per

,; eent of s GNP Lo aid te a varioiy of

countries in the world. Here, it might
be worth noting that the U.S. assist
ance abroad despite its trillion dollar :
GNP is less than one half of 1 per
cent. In this regard, one should men-
tion the several hundred per cent in-
creases in the price of sugar, veretable
oil, wheat, cement and other products.
As my soverelgn has repeatedly
stressed, the price of oil should be
linked {0 an index of between 20 1o 30
basie commodities, It is wishfu! think-
ing to expect that the price of oil
which has affected inflation in the
West by no more than 1 to 1% per cent
wiil {all while the prices of world com-
modities are rapidly increasing. In this
connection, it is now reported that See-
retary of State Henry Kissinger is
agrecable to Iran’s proposal to estab.
lish such a linkage between the prices
of oil and other commodities.

"Ardéshir Zahedl,

Ambassaior of Itan,




9, Adminis Jtmtxor proposal to have Elk Hills commercially developed opposed by
N Jlehert for "national emergency Treasons op the one hand, and by others because

of fea: of commercial windfall profits.

LOS ANGELES TIMES - 16 OCLOBEK 1ok

Elk Hills May Be Largest U.S.
Oil Reserve Outside of Alaska

Previous Eshmates Placed It Third; Could Contain Up to
| 5 Billion Barrels, Much of It Scarce Low-Sulfur Petroleum

BY JOHN DREYFUSS
Times Shaft Writer
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Should U.S.
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Defense Requirements Come First
JOHN E. MOSS the taxpayers; one that has re-
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Navy Maps Big Oil Development for Elk Hills

BthHRmmd " The Elk Hills figld is not
O Correspanden fully explored, and the de-
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On Oct. 10, they met with President Ford 1o line up adminis-
By Bruce Ingersoll tration support for Melcher’s hill that would turn 1
Sun Times Bureau
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Dy BURT SCeRR 2 gurthermore has indicated that it would ac-
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Ford plan to use Elk Hills oil reserve
runs into continuing Hebert opposition

By STEPHEN E. NORDLINGER
Vaiington Burean of The Sun
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THE WHITE HOUSE

WASHINGTON

February 3, 1975

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR; FRANK ZARRB
P
VL
FROM: - JERRY H. g&@%ﬁﬁ
- v
SUBJECT: MNaval Petroleum Researves

Your memorandum to the Prési_dent of January 18 on the above
subject has been reviewed and the following notation was made:

-~ Shouldn't we get House and Senate Committee
Chairmen and ranking Mi/h-o‘rity down? Should we
include Hebert as well as Price, the Chairman?
What do Jack Marsh and Max think?

Please follow-up with the appropriate action.

Thank you.

cc: Don Rumsfeld : -
‘Fack Marsh o o
Max Friedersdorf - R
Mike Duval v
Warren Rustand e



March 24, 1975

MEMORANDUM FOR: RUSS ROURKE

FROM:  JACK MARSH

SUBJECT! ELK HILLS

On the forthcoming wisit to California, on Saturday the Presideat plans
to stop by the Elk Hills petrolenm reserve area which is controlled by
the Navy, for inspection. You should be aware that the President is
very concerned that the Navy is dragging their feet in dovoloila.

these pestroleum reserves.

I would like for you to devote some time this week to workiag on this
project, and this would iaclude the following:

a. DBackground statement on Elk Hills,

b. Currenat status of its management and development.
¢. The status of the Navy plaas to briag it on stream.
d. Status of legisiation.

I suggest that you go over to the Peatagoa and meet with those Defense
officials responsible for this, to include: The Assistant Secretary of
Defense, Arthur Mendolia, who handles logistics; Secretary of the
Navy, Middendor{; and Assistant Secretary of the Navy for Legistics,
Jack Bowers. I do not believe it is necessary to meet with the seaior
uniformed officials of the Navy inasmuch as this is a logishiss preblem
which is being handled on the civilian side principally.

You might discuss this with me further to develep 2 plan on what you
will be doing.




THE WHITE HOUSE

WASHINGTON

August 6, 1975

MEMORANDUM FOR: JACK MARSH
FROM: CHARLES LEPPERT, JR, %‘
SUBJECT: : Status of Naval Petroleum Reserves

Legislation (Elk Hills)

The House of Representatives on July 8, 1975 passed by a vote of 391-20,
H.R. 49, authorizing the Secretary of the Interior to establish on certain
public lands of the United States national petroleum reserves for develop-
ment and regulation consistent with the total energy needs of the nation.
H.R. 49 was reported by the House Committee on Interior and Insular
Affairs. '

On the same day, the House, by a vote of 102-305 rejected H, R, 5919, as
a substitute for H. R. 49. H.R. 5919 was the bill reported by the House
Committee on Armed Services and supported by the Administration.

Also on July 8, the Senate passed by a vote of 91-0, S. 677 which authorized
the creation and maintenance of strategic reserves of crude oil and petroleum
products to insulate the nation against future interruption of oil imports.
Creation of a similar reserve system was requested by the Administration

in the omnibus energy bill sent to the Congress in February 1975. S. 677
was reported by the Senate Interior and Insular Affairs Committee.

During the Senate debate on S. 677, Senator Howard Cannon, Chairman of
the Senate Armed Services Subcommittee dealing with naval petroleum
reserves agreed to consider a bill permitting some production from the
naval petroleum reserves for use in creating a national strategic reserve.
Thereafter, the Senate passed S, 2173,

The Senate on July 29, by a vote of 93-2 passed S. 2173 authorizing the
creation of a national strategic petroleum reserve and providing for limited
production from mnaval petroleum reserves. The Senate then took up H. R. 49,
struck everything after the enacting clause and substituted the provisions of

S. 2173 as passed by the Senate. S. 2173 was reported by the Senate Committee
on Armed Services.

i



S. 2173, as amended and passed by the Senate has been sent to the House
of Representatives. S. 2173 is now pending at the desk before the Speaker
of the House awaiting action of the House., As of August 1, 1975, the

House had taken no action on S. 2173, The House may disagree and ask for

a conference and appoint Conferees, amend S, 2173 and return it to the
Senate or refer S, 2173 to a Comunittee of the House.

The chief differences between H, R, 49, as passed by the House and S, 2173,
as passed by the Senate are as follows:

. H, R. 49 provides for unlimited production from naval
petroleum reserves and transferred jurisdiction to the
Department of Interior from Defense,

. S. 2173 sets a maximum efficient rate of production from
each reserve of 350, 000 barrels per day for a period of
five (5) years and retains jurisdiction of the naval petroleum
reserves in the Department of Defense,

¢cc:Bill Kendall



THE WHITE HOUSE

WASHINGTON

August 6, 1975

MEMORANDUM FOR: JACK MARSH
FROM: ' CHARLES LEPPERT, JR. M‘
SUBJECT: Status of Naval Petroleum Reserves

Legislation (Elk Hills)

The House of Representatives on July 8, 1975 passed by a vote of 391-20,
H.R. 49, authorizing the Secretary of the Interior to establish on certain
public lands of the United States national petroleum reserves for develop-
ment and regulation consistent with the total energy needs of the nation.

H,R. 49 was reported by the House Committee on Interior and Insular
Affairs,

On the éame day, the House, by a vote of 102-305 rejected H, R, 5919, as
a substitute for H, R. 49. H.R. 5919 was the bill reported by the House
Committee on Armed Services and supported by the Administration.

Also on July 8, the Senate passed by a vote of 91-0, S. 677 which authorized
the creation and maintenance of strategic reserves of crude oil and petroleum
products to insulate the nation against future interruption of oil imports.
Creation of a similar reserve system was requested by the Administration

in the omnibus energy bill sent to the Congress in February 1975, S. 677
was reported by the Senate Interior and Insular Affairs Committee.

During the Senate debate on S, 677, Senator Howard Cannon, Chairman of
the Senate Armed Services Subcommittee dealing with naval petroleum
reserves agreed to consider a bill permitting some production from the
naval petroleum reserves for use in creating a national strategic reserve.
Thereafter, the Senate passed S, 2173,

The Senate on July 29, by a vote of 93-2 passed S, 2173 authorizing the
creation of a national strategic petroleum reserve and providing for limited
production from naval petroleum reserves. The Senate then took up H. R. 49,
struck everything after the enacting clause and substituted the provisions of

S. 2173 as passed by the Senate. S. 2173 was reported by the Senate Committee
on Armed Services,



S. 2173, as amended and passed by the Senate has been sent to the House
of Representatives, S, 2173 is now pending at the desk before the Speaker
of the House awaiting action of the House, As of August 1, 1975, the
House had taken no action on S, 2173, The House may disagree and ask for
a conference and appoint Conferees, amend S, 2173 and return it to the
Senate or refer S, 2173 to a Committee of the House.

The chief differences between H. R, 49, as passed by the House and S, 2173,
as passed by the Senate are as follows: »

. H, R. 49 provides for unlimited production from naval
petroleum reserves and transferred jurisdiction to the
Department of Interior from Defense,

. S. 2173 sets a maximum efficient rate of production from
each reserve of 350, 000 barrels per day for a period of
five (5) years and retains jurisdiction of the naval petroleum
reserves in the Department of Defense.

cc:Bill Kendall
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MEMORANDUM FOR:  MAX FRIEDERSDORF
FROM: JACK MARSH

1
:

The President asked for a status report o Elk lulll. which
Bob prepared,

I believe it would be helpiul if & member of your House stafl

could follow-up on this measure this week. The President is

most aaxious to get this through.
Many thanks.

ce: Bob Wolthuis

JOM/dl
- i \
- »'3;;«:
.
Iy
\=
\%



THE WHITE HOUSE

WASHINGTON

THE PPEITOINT PAS SEEN. wea
February 24, 1976

MEMORANDUM FOR: JACK MARSH
FROM: BOB WOLTHUIS L4/
SUBJECT: Status of Elk Hills Legislation

The staffs of the House Interior Committee and the Senate

and House Armed Services Committees have been meeting on the

Elk Hills legislation. The Committee negotiations have been

making some progress. The Conferees themselves have not been
meeting in formal session.

The hand-up remains jurisdiction over Pet-4 in Alaska.
Congressman Melcher (D-MONT) is holding out for Interior
Department exploration, development and funding at Pet-4.

The Armed Services people, especially Eddie Hebert and Howard
Cannon are still holding out for Navy control over Pet-4
exploration.
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IN THE SENATE OF THE UNITED STATES

Jory 9 (legislative day, Jury 7), 1975

Recelved

Jury 29,1975
Considered, amended, read the third time, and passed

[Insert the part printed in italic]

Magcua  ,1976

Reported by Mr. ... __ , with an amendment to the title

AN ACT

To authorize the Secretary of the Interior to establish on certain
public lands of the United States national petroleum reserves
the development of which needs to be regulated in a manner
consistent with the total energy needs of the Nation, and
for other purposes.

Be it enacted by the Senate and House of Eepresenta-
tives of the United States of America in Congress assembled,
That this Act may be cited as the “Naval Pelroleum Reserves
Production Act of 1976” .

e W D et

J. 67-107—1
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TITLE I—NATIONAL PETROLEUM RESERVE
IN ALASKA |
DEFINITIONS

Sec. 101. As used in this title, the term “petroleum”

includes crude oil, gases (including natural gas), natural

gasoline, and related hydrocarbons, oil shale and the products

of such resources.
DESIGNATION OF THE NATIONAL PETROLEUM RESERVE
IN ALASKA

Sec. 102. The area known as Naval Petroleum Reserve
Numbered 4, Alaska, established by Executive order of the
President, dated February 27, 1923, except for tract Num-
bered 1 as described in Public Land Order 2544, dated
April 24, 1961, shall be transferred to and administered by
the Secretary of the Interior in accordance with the provi-
sions of this Act. Effective on the date of transfer all lands
within such area sfzall be redesignated as the “National Pe-
trolewm Reserve in Alaska” (hereinafter in this title referred
to as the “reserve” ). Subject to valid existing rights, all lands
within the cxterior boundaries of such reserve are hereby
reserved and withdrawn from all forms of entry and disposi-
tion under the public land laws, including the mining and
mineral leasing laws, and all other Acts: Provided, That;
the Secretary may (i) make dispositions of mineral materials

pursuant to the Act of July 31, 1947 (61 Siat. 681), as
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amended (30 U.S.C. 601), for appropriate use by Alaska
Natives and (i) make such dispositions of mineral materials
and grant such rights-of-way, licenses, and permits as may
be necessary to carry oul the responsibilities authorized by
this Act: Provided further, That the Secretary of the Interior
is authorized to convey the surface of lands properly selected
on or before December 18, 1975, by Native village corpora-
tions pursuant to the Alaska Native Claims Settlement Act.
All other Acts and actions herelofore taken reserving such
lands as a Naval Petroleum Reserve shall remain in full
force and effect to the extent mot inconsistent with this Act.
TRANSFER OF JURISDICTION

Src. 103. (a) Jurisdiction over the reserve shall be
transferred by the Secretary of the Navy to the Secretary of
the Interior as soon as practical, but not later than October 1,
[19777] 1976.

(b) With respect to any activities velated to the protec-
tion of environmental, fish and wildlife, and historical or
scenic values, the Secretary of the Interior shall assume all
responsibilities as of the date of the enactment of this title. As
soon as possible, but not later than the effective daie of trans-
fer, the Secretary of the Interior may promulgate such rules
and regulations as he deems necessary and appropriate for
the protection of such values within the reserve.

(c) The Secretary of the Interior shall, upon the effective
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date of the transfer of the reserve, assume the responsibilities
and functions of the Secretary of the Navy under any con-
tracts which may be in effect with respect to activities within
the reserve.

(d) On the date of transfer of jurisdiction of the reserve,
all equipment, facilities, and other property of the Depart-
ment of the Navy used in connection with the operation of
the reserve, including all records, maps, exhibits, and other
informational data held by the Secretary of the Navy in
connection with the reserve, shall be transferred without
reimbursement from the Secretary of the Navy to the Secre-

tary of the Interior who shall thereafter be authorized to use

~ them to carry out the purposes of this title.

(¢) On the date of transfer of jurisdiction of the re-
serve, the Secretary of the Navy shall transfer to the Secre-
tary of the Interior all unexpended funds previously appro-
priated for use in connection with the reserve and all per-
sonnel ceilings assigned by the Secretary of the Navy to
the management and operation of the reserve as of Janu-
ary 1, 1976.

ADMINISTRATION OF THE RESERVE

Sec. 104. (a) Except as provided in subsection (e)

of this section, production of petroleum from the reserve is

prohibited and mno development leading to production of
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petroleum from the reserve shall be undertaken until author-

ized by an Act of Congress.

(b) Any exploration within the Utukok River, the
Teshekpul: Lake arcas, and other areas designaled by the
Secretary of the Interior containing significant subsistence,
recreational, fish and wildlife, and historical or scenic values,
shall be conducted in a manner which will assure the mazi-
mum protection of such surface values to the extent consistent
with the requirements vof this Act for the caploration of the
reserve.

(c) The Secretary of the Navy shall continue the on-
going petroleum exploration program within the reserve until
the date of the transfer of jurisdiction specified in section
102(a). Prior to the date of such transfer of jurisdiction
the Sccretary of the Navy shall—

(1) cooperate fully with the Secretary of the Interior
providing him access to such facilities and such informa-
tion as he may wrequest lo facilitale the transfer of
qurisdiction;

(2) provide to the Committees on Interior and
Insular Affairs of the Senate and the House of Rep-
resenlatives copies of any reports, plans, or contracts

pertaining to the reserve that are required to be submitted
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to the Commitices on Armed Services of the Senate and
the House of Representatives; and

(3) cooperate and consult with the Secretary of the
Interior before executing any mew contract or amend-
ment to any existing contract pertaining lo the reserve
and allow him a reasonable opportunity to comment on
such contract or amendment, as the case may be.

(d)} The Secretary of the Interior shall commence further

petroleum exploration of the reserve as of the date of transfer
of jurisdiction specified in section 102(a). In conducting this

exploration effort, the Secretary of the Interior—

(1) 1is authorized to enter into contracls for the
exploration of the reserve, except that mo such contract
may be entered into until at least thirly days after
the Secretary of the Interior has provided the Attor-
ney General with a copy of the proposed contract and
such other information as may be appropriate to de-
termine legal sufficiency and possible violations under,
or inconsistentcies with, the antitrust laws. If, within
such thirty day period, the Attorney General advises the
Secretary of the Interior that any such contract would
und'uly restrict competition or be inconsistent with the
antitrust laws, then the Secretary of the Interior may not
execute that contract;

(2) shall submit to the Commitices on Interior and
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Insular Affairs of the Senate and the House of Repre-

sentatives any new plans or substantial amendments to

ongoing plans for the exploration of the reserve. AUl plans
submilted to such commillees pursuant to this seclion shall
contain a report by the Attorney General of the United

States with respect to the anticipated effects of such plans

on competition. Such plans or amendments shall not be

implemented until sizty days after such plans have been
submitted to such commattees; and

(3) shall report annually to the Committees on In-
terior and Insular Affairs of the Senute and the House
of Representatives on the progress of, and future plans
for, exploration of the reserve.

(e) Until the reserve is transferred to the jurisdiction
of the Secretary of the Interior, the Sceretary of the Navy
is authorized to develop and continue operation of the South
Barrow gas field, or such other fields as may be necessary, to
supply gas to the native village of Barrow, and other com-
munities and installations at or near Point Barrow, Alaska,
and to installations of the Department of Defense and other
agencies of the United States located at or near Point Bar-
row, Alaska. After such transfer, the Secretary of the In-
terior shall take such actions as may be necessary to continue
such service to such village, communilics, installations, and

agencies at reasonable and equitable rates.
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STUDY OF THE RESERVE

SEc. 105. (a) Section 164 of the Energy Policy and
Conservation Act of December 22, 1975 (89 Stat. 871, 889),
is hereby amended by deleting in the first sentence “to the Con-
gress” and by inserting in liew thereof “‘to the Committees on
Interior and Insular Affairs of the Senate and House of
Representatives”.

(b)(1) The Secretary of the Interior, [ Administrator
of the Federal Energy Admanistration]] wn consultation
with the State of Alaska, together with representatives of
such other executive departments or agencies as he may deem
appropriate, shall conduct a study to determine the best

overall procedures to be used in the development, production,

transportation, and distribution of petroleum resources in,

the reserve. Such study shall include, but shall not be limited
to, a consideration of—

(A4) the alternative procedures for accomplishing the
development, production, transportation, and distribu-
tion of the petroleum resources from the reserve, and

(B) the economic and environmental consequences of
such alternative procedures.

(2) The Secretary of the Interior [ Administrator of
the Federal Energy Administration] shall make semiannual
progress reports on the implementation of this subsection fo

the Committees on Interior and Insular Affairs of the Senate
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and the House of Representatives begimz:ing not later than
six months after the date of the enactment of this Act and
shall, not later than one year after the transfer of jurisdiction
of the reserve, and annually thereafter report any findings or
conclusions developed as a result of such study together with
appropriate supporting data and such recommendations as
he deems desirable. The study shall be completed and sub-
mitted to such committees, together with recommended pro-
cedures and any proposed legislation necessary to implement
such procedures not later than January 1, 1980.

(¢c)(1) The Secretary of the Interior shall establish a
task force to conduct a study to determine the values of, and
best uses for, the lands contained in the reser ﬁmd—fe%—fﬁe
lands-adiacent to and-near-the-reserve; taking into considera-
tion (1) the natives who live or depend upon such lands, (ii)
the scenic, historical, recreational, fish and wildlife, and
wilderness wvalues, (i) mineral potential, and (i) other
values of such lands.

(2) Such task force shall be composed of representatives
from the government of Alaska, the Arctic slope native com-
munity, and such offices and bureaus of the Department of
the Interior as the Secretary of the Interior deems appropri-
ate, including, but not limited to, the Bureau of Land Man-
agement, the United States Fish and Wildlife Service, the
United States Geological Survey, and the Bureau of Mines.

J. 67-107T—-2
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(3) The Secretary of the Interior shall submit a report,
together with the concurring or dissenting views of any non-
Federal representative of the task force, of the results of such
study to the Committees on Interior and Insular Affairs of
the Senate and the louse of Representatives within three
years after the date of enactment of this title and shall include
i such report his recommendations with respect to the value,
best use, and appropriate designation of the lands referred
to in paragraph (1).

ANTITRUST PROVISIONS
SEC. 106. Pursuant to the provisions of section 105(b)

(2), if the Congress enacts legislation authorizing develop-

‘ment leading to production in the reserve, then:

(a) At each stage in the formulation and promulga-
tion of any terms and conditions, plans of development
or amendment thereto, and rules and regulations, and at
each stage in the entering and making of contracts and
operating agreements relating to the development, produe-
tion, or sale or exchange of petroleum in or from the
reserve, the Secretary of the Interior shall econsult with
and give due consideration to the views and advice of the
Attorney General of the United States.

(b) All plans, reports, and proposals submitted to the
Congress by the Secretary of the Interior under this title

or pursuant to legislation authorizing development lead-
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ing to production shall contain a report by the Attorney
General of the United States on the anticipated effects
upon competition of such plans, reports, and proposals.

(¢) No contract or operating agreement may be made
or issued relating to the development, production, or sale
or exchange of petroleum in or from the reserve until at
least thirty days after the Secretary of the Interior noti-
fies the Attorney General of the proposéd contract or
operating agreement. Such notification shall contain such
information as the Attorney General may require in order
to advise the Secretary of the Interior as to whether such
contract or operating agreement would create or maintain
a situation inconsistent with the antitrust laws. If, within
thirty days, the Attorney General advises the Secretary of
the Interior that a contract or operating agreement would
create or maintain such a situation, the Secretary of the
Interior may not make or issue that contract or operating
agreement unless he thereafter conducts a public hearing
on the recofd in accordance with the Administrative Pro-
cedure Act and finds therein that such contract or oper-
ating agreement is necessary to effectuate the purposes
of this title and an}* legislation authorizing dew?elopment
leading to production, that it is consistent with the public
interest, and that there are no reasohable alternatives

consistent with this title and any legislation authorizing
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development leading to production, the antitrust laws, and

the public interest.

(d) Nothing in this title or any legislation authorizing

development leading to production shall be deemed to

convey to any person, association, corporation, joint ven-
ture, or other business organization immunity from civil
or criminal liability, or to create defenses to actions, under
the antitrust laws.

(e) As used in this section, the term “antitrust laws”
means—

(1) the Act entitled “An Act to protect trade and
commerce against unlawful restraints and monop-
olies”, approved July 2, 1890 (15 U.S.C. 1 et seq.), as
amended;

(2) the Act entitfled “An Act to supplement ex-
isting laws against unlawful restraints and monopo-
lies, and for other purposes”, approved October 15,
1914 (15 U.S.C. 12 et seq.), as amended;

(3) the Federal Trade Commission Act (15 U.S.C.
41 et seq.), as amended;

(4) sections 73 and 74 of the Act entitled “An Act
to reduce taxation, to provide revenue for the Gov-
ernment, and for ather purposes”, approved August 27,

1894 (15 US.C. 8 and 9), as amended; or
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(5) the Act of June 19, 1936, chapter 592 (15 U.S.C.

13, 13a, 13b, and 21a).

AUTHORIZATION FOR APPROPRIATIONS

Swc. 107. (a) There are authorized to be appropriated
to the Department of the Interior such sums as may be neces-
sary to carry out the provisions of this tille.

(b) If the Secretary of the Interior determines that there
is an immediate and substantial increase in the need for
municipal services and facilities in communities located on
or near the reserve as a direct vesult of the exploration and
study activities authorized by this title and that en unfair
and excessive financial burden will be incurred by such com-
munities as a result of the increased need for such services
and facilities, then he is authorized to assist such communities
in meeiing the cost of providing increased municipal services
and facilities. The Secretary of the Interior shall carry out
the provisions of this section through existing Federal pro-
graz;zzs a‘nd he shall consult with the heads of the departments
or agencies of the Federal Government concerned with the
type of services and facilities for which financial assistance 5
being made available.

TITLE IT—NAVAL PETROLEUM RESERVES
- Ske. 201, Chapter 641 of title 10, United States Code,

is amended as follows:
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(1) Immediately before section 7421 insert the following

new section:

“§ 7420. Definitions

“(a) In this chapter—

“(1) ‘national defense’ includes the needs of, and
the planning and preparedness to meet, essential defense,
industrial, and military emergency energy requirements
relative to the national safety, welfare, and economy, par-
ticularly resulting from foreign military or economic
actions;

“(2) ‘naval petroleum reserves’ means the naval
petroleum and ol shale reserves established by this
chapter, including Naval Petroleum Reserve Numbered 1
(Elk Hills), located in Kern County, California, estab-
lished by Executive order of the President, dated Sep-
tember 2, 1912; Naval Petroleum Reserve Numbered 2
(Buena Vista), located in Kern County, California,
established by FExecutive order of the President, dated
December 13, 1912; Naval Petroleum Reserve Num-
bered 3 (Teapot Dome), located in Wyoming, estab-
lished by Exccutive order of the President, dated April
30, 1915; Naval Petroleum Reserve Numbered 4,
Alaska, cstablished by Frecutive order of the Preside?zzg,
dated February 27, 1923 (until redesignated as the

National Pelroleum Reserve in Alaska under the juris-
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diction of the Secretary of the Interior as provided in
the Naval Petroleum Reserves Production Act of 1976);
0il Shale Reserve Numbered 1, located in Colorado,
established by Euecutive order of the President, dated
December 6, 1916, as amended by Executive order dated
June 12, 1919; 0il Shale Reserve Numbered 2, located
in Utah, established by Executive order of the President,
dated December 6, 1916; and Oil Shale Reserve Num-
bered 8, located in Colorado, established by FExecutive
order of the President, dated Seplember 27, 1924;

“(8) ‘petrolewm’ includes crude oil, gases, {includ-
ing natural gas) natural gasoline, and other relaled
hydrocarbons, oil shale, and the products of any of such
resouUTCes;

“(4) ‘Secretary’ means the Secretary of the Navy

“(5) ‘small refiner’ means an owner of a refinery or
refineries (including refineries mot in operation ) who
qualifies as a small business refiner under the rules and
requlations of the Small Business Administration; and

“(6) ‘maximum efficient rate’ means the mazimum

sustainable daily oil or gas rate from a reservoir which

‘will permit economic development and depletion of that

reservoir without detriment to the wltimate recovery.”.
(2) Section 7421 (a) is amended—

(A) by striking out “of the Navy” ;
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(D) by striking out “and oil shale” ;

(C) by striking out “for naval purposes” and in-
serting i liew thereof “for national defense purposes’:
and

(D) by striking out “section 7438 hereof” and in-
serting in liew thereof *‘this chapter’.

(3) The text of section 7422 is amended to read as

follows:

“Ua) The Secretary, directly or by contract, lease, or

otherwise, shall ewplore, prospect, conserve, develop, use, and
operate the naval petrolewm reserves in his discretion, subject
“to the provisions of subsection (¢} and the other provisions of
this chapter: Provided, That no petroleum leases shall be

granted at Naval Petroleum Reserves Numbered 1 and 3.

“(b) Except as otherwise provided in this chapter and

particularly subsection (c) of this section, the naval petroleum

reserves shall be used and operated for—

“(1) the protection, conservation, maintenance, and
testing of those reserves; or

“(2) the production of petroleum whenever and to
the eatent that the Secretary, with the approval of the
President, finds that such production is needed for
national defense purposes and the production is author-
wzed by a joint resolution of Congress.

“(c)(1) In administering Naval Petroleum Reserves
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1 Numbered 1, 2, and 3, the Secretary is authorized and

9 directed—
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“(A) to further explore, develop, and operate such
reserves; |

“B) commencing within ninety days afief the date
of enactment of the Naval Petroleum Reserves Produc-
tion Aet of 1976, to produce such reserves at the maxi-
mum efficient rate consistent with sound engineering
practices for a period not to exceed six years after the
date of enactment of such Act;

“(C) during such production period or any exten-
sion thereof to sell or otherwise dispose of the United
States share of such petroleum produced from such
reserves as hereinafter provided; and

“UD) to construct, acquire, or contract for the use
of storage and shipping facilities on and off the reserves
and pipelines and associated facilities on and off the
reserves for transporting petroleum from such reserves to
the points where the production from such reserves will
be refined or shipped. Any pipeline in the vicinity of a
naval petroleum reserve not otherwise operated as a com-
mon carrier may be acquired by the Secretary by con-
demnation, if necessary, if the owner thereof refuses to

accept, convey and transport without discrimination and

c]. 67‘107"""—3
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at reasonable rates any petrolewm produced at such
reserve. With the approval of the Secretary, rights-of-
way for new pipelines and associated facilities may be
acquired by the exercise of the right of eminent domain
in the appropriate United States district court. Such
rights-of-way may be acquired in the manner set forth in
section 258(a) of title 40, United States Code, and the
- prospective holder of the righi-of-way is ‘the authority
empowered by law to acquire the lands’ within the mean-
ing of that section. Such new pipelines shall accept, con-
vey, and transport without discrimination and at reason-

able rates any petroleum produced at such reserves as a

common carrier. Pipelines and associated facilities con-

structed at or procured for Naval Petroleum Reserve

Numbered 1 pursuant lo this subsection shall have ade-

quale capacity to accommodate not less than three hun-

dred and fifty. thousand barrels of oil per day and shall
be fully operable as soon as possible, but not later than
three years after the date of enactment of the Naval Petro-

leum Reserves Production Act of 1976.

“(2) At the conclusion of the siz-year production period
authorized by paragraph (1) (B) of this section the President
may extend the period of production in the case of any naval
petrolewm reserve for additional periods of not to exceed three

years each—
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“(4) after the President requires an investigation
to be made to determine the necessity for continued pro-
duction from such naval petroleum reserve;

“(B) ufter the President submits to the Congress, at
least one hundred.and eighly days prior to the expiration
of the current production period prescribed by this sec-
tion, a copy of the report made to him on such imvestiga-
tion together with a certification by him that continued
production from such naval petroleum. -resérve 18 1n the
nationa{l‘ interest; and

“(C) if neither House of Congress within ninety

days after receipt of such report and certification adopts

a resolution disapproving further production from such
naval petroleum reserve.

“(3) The production authorization set forth in para-

graph (1) (B) of this subsection, in the case of Naval Petro-

leum Reserve Numbered 1, is conditioned upon the private

owner of any lands or inlerests therein within such reserve

* agreeing with the Secretary lo continue operations of such

reserve under a unitized plan contract which adequately pro-
tects the public interest; however, if such agreement is not
reached within ninety days after the date of enactment of the
Naval Petroleum Reserves Production Act of 1976 the Sec-
retary is authorized to exercise the authority for condemna-

tion conferred by section 7425 of this chapter.”.
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(4) The first sentence of section 7423 is amended by de-
leting “‘of the Navy” and “or products”.

(5) Section 7424 is amended—

(A) by deleting “of the N, avy"’ in the text of subsec-
tion (a) preceding clause (1) ;
(B) by deleting “and oil shale” in subsection (a)

(1) in the text preceding subclause (4); and

(C) by deleting “in the ground” in clause (1)(A4)
of subsection (a).

(6) Section 7425 is amended by deleting “of the Navy’.

(7) Section 7426(a) is amended by striking out “the
Secretary of the Navy” and inserting in liew thereof “Subject
to the provisions of section 7422(c), the Secretary’.

(8) The first and second sentences of section 7427 are
amended by striking out “of the Navy”.

(9) Section 7428 is amended by striking out “within the
naval petroleum and oil shale reserves shall contain a provi-
sion authorizing the Secretary of the Navy” and inserting in
liew thereof “within Naval Petroleum Reserve Numbered 2
and the 0il shale reserves shall contain a provision authoriz-
ing the Secretary”.

(10) The first sentence of section 7429 is amended by
deleting “of the Navy’.

(11) The text of section 7430 is amended to read as

follows:
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“Ua) In administering the naval pelroleum reserves
under this chapter, the Secretary shall use, storve, or sell
the petroleum produced from the naval petroleum reserves
and lands covered by joint, unit, or other cooperative plans.

“(b) Notwithstanding any other provision of law, each
sale or cxchange of the United States share of petroleum
shall be made by the Secretary at public sale to the highest
qualified bidder, for periods of not more than one year, at
such time, in such amounts, and after such advertising as
the Secretary considers proper and without regard to Ied-
eral, State, or local regulatisns controlling sales or allocation
of petroleum products.

“(c) In no event shall the Secretary permil the award
of any contract which would result in any person obtaining
control, directly or indirectly, over more than 20 per centum
of the estimated annual United States share of petrolerm
produced from Naval Petrolewm Reserve Numbered 1.

“(d) Each proposal for sale under this title shall provide
that the terms of every sale or exchange of the United States
share of petroleum from the naval petrolewm reserves shall be
so structured as to give full and equal opportunity for the
acquisition of petroleum by all interested companies, including
major and independent oil producers and refiners alike. When
the Secretary, in consultation with the Secrelary of the In-

{erior, determines that the public wnterests will be served by the
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sale of petroleum to small refiners not having their own ade-
quate sources of supply of petroleum, the Secretary is author-
ized and directed to set aside a portion of the United States
share of petroleum produced for sale to such refiners under
the provisions of this section for processing or use in such
refineries except that—

“(1) none of the production sold to small refiners
may be resold in kind;

“(2) production must be sold at the maximum price
permitted by law, or if no law so provides, at a cost of
not less than the prevailing local market price of com-
parable petroleum;

“(3) set-aside portion may not exceed [207] 25 per
centum of the estimated annual United States share of the
total production from all producing naval petroleum re-
serves; and

“(4) notwithstanding the provisions of subsection
(b) of this section, the Secretary may, at his discretion if
he deems it to be in the public interest, prorate such
petroleum among such refiners for sale, without competi-
tion, at the maximum price permatted by law, or if no
law sé provides, at not less than the prevailing local mar-
ket price of comparable petroleum.

“(e) Any petroleum produced from the naval petroleum
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reserves, excepl such petroleum which is either exchanged in
similar quantities for convenience or increased efficiency of
transportation with persons or the government of an adjacent
foreign state, or which is temporarily exported for conven-
ience or increased efficiency of transportation across parts of
an adjacent foreign state and reenters the United States,
shall be subject to all of the imitations and licensing require-
ments of the Haport Administration Act of 1969 (Act of
December 30, 1969; 83 Stat. 84) and, in addition, before
any petroleum subject to this section may be exported under
the limitations and licensing requirement and penalty and
enforcement provisions of the Faport ddministration Act of
1969, the President must make and publish an express find-
ing that such exports will not diminish the total quality or
quantity of petroleum available to the United States and that
such exports are in the national interest and are in accord
with the Export Administration Act of 1969.

“Uf) During the period of production or any extension

thereof authorized by section 7422(c), the consultation and

approval requirements of section 7431(u)(3) are waived.
“(g) (1) At each stage in the formulation and promul-
gation of any terms and conditions, plans of development

or amendment thereto, and rules and regulations, and at

~each stage i;l the entering and making of contracts and
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operating agreement under this chapter the Secretary
shall consult with and give due consideration to the views
and advice of the Attorney General of the United States.

“(2) No contract or operating agreement may be made
or issued under this chapter until at least thirty days after
the Secretary notifies the Attorney General of the pro-
posed contract or operating agreement. Such notification
shall contain such information as the Attorney General
may require in order to advise the Secretary as to whether
such contract or operating agreement would create or
maintain a situation inconsistent with the antitrust laws.
If, within thirty days, the Attorney General advisés the
Secretary that a contract or operating agreement would
create or maintain such a situation, the Secretary may
not make or issue that contract or operating agreement
unless he thereafter conducts a public hearing on the
record in accordance with the Administrative Procedure
Act and finds therein that such contfact or operating
agreement is necessary to effectuate the purposes of this
chapter, that it is consistent with the public interest, and
that there are no reasonable alternatives consistent with

this chapter the antitrust laws, and the public interest.

[“(g) The Secretary is authorized to evecute contracts

for the sale of the United States share of petroleum, but

no such contract or operating agreement may be executed
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until at least thirty days after the Secretary has provided

the Attorney General with a copy of the proposed contract

or operating agreement and such other information as may
be appropriate to determine possible violations under, or
tnconsistencies with, the antitrust laws. If the Attorney Gen-
eral advises the Secretary that a contract or operating agree-
ment would unduly restrict competition or be inconsistent
with the antitrust laws, then the Secretary may not evecute
tﬁaé contract or operating agreement.]

“(h) Nothing in this chapter shall be deemed to confer
on any person mmmunity from civil or criminal liability, or
to create defenses to actions, under the antitrust laws.

“(i) As used in this section, the term ‘antitrust laws
means—

“(1) the Act entitled ‘An Act to protect trade and
commerce against unlawful restraints and monopolies’,
approved July 2, 1890 (15 U.S.C. 1 et seq.), as
amended ; ,

“(2) the Act entitled ‘An Act to supplement existing
laws against unlawful restraints and monopolies, and
for other purposes’, approved October 15, 1914 (15
US.C. 12 et seq.), as amended;

“(3) the Federal Trade Commission Act (15
UAS.C. 41 et seq.), as amended;

“(4) sections 73 and 74 of the Act entitled ‘An Act
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to reduce taxation, to provide revenue for the Govern-

ment, and for other purposes’, approved August 27,

1894 (15 U.8.C. 8 and 9), as amended; or

“(5) the Aet of June 19, 1936, chapter 592 (15

U.S.C. 13, 13a, 13b, and 21a).

“Ui)(1) Any pipeline which accepts, conveys, or trans-
ports any petroleum produced from Naval Petroleum Re-
serves Numbered 1 and Numbered 3 shall accept, convey, and
transport without discrimination and at reasonable rates any
such petroleum as a common carrier. Every contract for the
sale of any petroleum owned by the United States which is

produced from such reserves shall, before being executed by

the Secretary, contain provisions implementing the require-

menls of the preceding sentence if the contractor owns a con-
trolling interest in any pipeline or any company operating
any pipeline, or is the operator of any pipeline, which carries
any petroleum produced from such naval petrolum reserves.
The Secretary may promulgate rules and regulations for the
purpose of carrying out the provisions of this section and he,
or the Secretary of the Interior where the authority extends
to him, may declare forfeit any contract, operating agreement,
right-of-way, permit, or easement held by any person violating
such rules and regulations. This section shall not apply to any
natural gas common carrier pipeline operated by any person

subject to regulation under the Natural Gas Act or any pub-
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lic utility subject to regulation by a State or municipal regu-
latory agency having jurisdiction to regqulate the rates and
charges for the sale of natural gas to consumers within the
State or municipality.

“(2) Nothing in this chapter shall be deemed to repeal,
in whole or in part, section 28(r) of the Mineral Lands Leas-
wmg Act of February 25, 1920, as amended (30 U.S.C. 185
(r)), nor to limit or change the status under the provisions
of section 28 of such Act (30 U.S.C. 185) of any pipeline
heretofore constructed on public lands.

“(k) The President may, at his discretion, direct that
all or any part of the United States share of petroleum
produced from the naval petrolewm reserves be placed in
strategic storage facilitics as authorized by Public Law 94-
163 or that all or any part of such share be exchanged for
petroleum products of equal value for the purpose of placing
such products in such strategic storage facilities.”.

(12) Section 7431 is amended—

(4) by inserting “(a)” immediately before “The

Commattees” ;

(B) by striking out “or oil shale” in clauses (1)

and (2);

(C) by striking out “and oil shale” in clauses (2)
“and (3);

(D) by striking out “oil and gas (other than royalty
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oil and gas), oil shale, and products therefrom” in clause

(8) and inserting in liew thereof “petmleum (other than

royalty oil and gas)” ; and

() by adding at the end thereof the following
new subsection:

“(b) (1) During the period of production authorvized by
section 7422(c), the Secretary shall submit to the Commilices
on Armed Services of the Senate and the House of Repre-
sentatives any new plans or substantial amendments to on-
going plans for the exploration, development, and production
of the naval petrolewm reserves.

“(2) All plans submitted to the Congress pursuant to

this section shall contain a report by the Attorney (eneral of

the United States with respect to the anticipated effects of
such plans on competition. Such plans or amendments shall
not be implemented until sizty days after such plans have been
submitted to such commitlees.

“(c) During the period of production authorized by sec-
tion 7422(c), the Secretary shall submit annual reports as of
the first day of the fiscal year to the Committees on Armed
Services of the Senate and the House of Representatives, and
such committees shall cause such reports to be printed as a
Senate or House document, as appropriate. The Secretary
shall include in such reports, with respect to . each naval

petroleum reserve, an explanation in detail of the following:
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“(1) the status of the exploration, development, and
production programs;

“(2) the production that has been achieved, includ-
ing the disposition of such production and the proceeds
realized therefrom;

“(3) the status of pipeline construction and procure-
ment and problems related lo the availability of trans-
portation facilities;

“(4) a summary of fulure plans for exploration,
development, production, disposal, and transportation of
the production from the naval petroleum reserves; and

“(5) such other information regarding the reserve as
the Secretary deems appropriate.”.

(13) Section 7432 is amended lo read as follows:
“§ 7432. Naval petroleum reserves special account

“Ca) There is hereby eslablished on the books of the
Treasury Department a special account designated as the
‘paval pelroleum rescrves special account’. There shall be
crediled to such account—

“(1) all proceeds realized under this chapter from
the disposition of the United States share of petroleum;

“{2) the net proceeds, if any, realized from sales or
exchanges within the Depariment of Defense of refined

petroleum products accruing to the benefit of any com-
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ponent of that department as the result of any such sales
or exchanges;

“(3) such additional sums as have been, or may be
appropriated for the maintenance, operation, explora-
tion, development, and production of the naval petroleum
reserves;

“(4) such royalties as may accrue under the provi-
sions of section 7433 ; and

“(5) any other revenues resulting from the opera-
tion of the naval petroleum reserves.

“{b) Funds available in the naval petroleum reserve spe-
cial account shall be available for expenditure in such sums as
‘are specified in annual appropriations Acts for the expenses

“(1) exploration, prospecting, conservation, develop-
ment, use, operation, and production of the naval petro-
leum reserves as authorized by this chapter;

“(2) production (including preparation for produc-
tion) as authorized by this chapter, or as may hereafter
be authorized;

“(3) the construction and operation of facilities both
within and outside the naval petroleum reserves incident
to the production and the delivery of crude petroleum and
derivatives, including pipelines and shipping terminals;

“(4) the procurement of petroleum for, and the con-
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struction and operation of facilities associated with, the

National Strategic Petroleum Rescrve authorized by

Public Law 94-163; and

“(5) the exploration and study of the National Pe-
trolewm Reserve in Alaska as authorized in title I of the

Naval Petroleum Reserves Production Act of 1976.

“f ¢ ) the budget estimades for annual appropriations from
the nav;(i petroleum reserves special account shall be prepared
by the Secretary and shall be presented to the Congress by
the President independently of the budget of the Department
of the Navy and the Department of Defense;

“(d) Contracts under this chapter providing for the ob-
ligation of funds may be entered into by the Secretary for a
period of five years, renewable, at the option of the Secretary,
for an additional five-year period; however, such contracts
may obligate funds only to the extent that such funds are
made available in annual appropriations.”.

(14) Section 7433(a} is amended by striking out “of
the Navy”.

(15) Section 7433(b) is amended by striking out “and
oil shale”.

(16) Section 7434 is amended by striking out “and ol
shale”.

(17 ) Section 7435(b) is amended by striking out “of the

Navy”.
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(18) Section 7436 is amended by deleting “‘of the Navy,
subject to approval of the President,”.

(19) Section 7438 ts amended by striking out “Secretary
of the Interior” wherever it occurs and inserting therefor
“Admanistrator of the Energy Research and Development
Administration” ; and by striking out “of the Navy”.

(20) The table of sections at the beginning of such chap-
ter is amended—

(A ) by inserting immediately before
“74521. Jurisdiction and control.”
the following;
“7420. Definitions.”; and
(B) by striking out
438, Ewpenditures; appropriations chargeable.?

and inserting in liew thereof the following:

“7432. Naval petroleum reserve special account.”.

Amend the title so as to read: ““An act to establish a
National Petroleum Reserve in Alaska under the jurisdiction
of the Secretary of the Interior, to direct the production of
petroleum from the Naval Petrolecum Reserves, and for other
purposes.”.
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