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Naval Petroleum Reserves Alternatives

HR-49

1.

Management by Department of the Interior:
ePrincipal resource management agency which considers production,
environment and conservation objectives of the Nation.
eExtensive experience and expertise supervising oil and natural
gas exploration, development and production Federal lands
for 100 years.

2. Requires competitive bidding of contract, lease or operating
agreement,
eTerms and conditions subject to disapproval by either house
of Congress for 60 days.
3. No production limitation for NPR 1, 2 and 3 other than good
management.,
eThereby reduces dependency on forelgn 0il by 300,000 BPD, &it vofti_
eUse for military and civilian needs and for strategic stockplle.
4, Equal opportunity for majors and independents.
5. All income to Treasury--no '"special fund."
oCongress retains full control over the use of the receipts.
6. The full volume of all new oil is dedicated to the U. S. economy.
HR-5919
1. Management by Navy:
ePrincipal agency for military activities at sea, not land or
resource development.
oNPR activity has always been low priority within Department
of Defense.
eAgency is poorly equiped to handle environmental and conservation
problems. % '
2. Limits production to 200,000 BPD for three years, Fise REQtave! b <,
3. Limits disposition of production exclusively to benefit of
armed forces.
4. All income to "special fund" earmarked for:

eNaval Petroleum and 0il Shale Reserves.
ePipelines and shipping terminals within and outside the
Reserves.



FEDERAL ENERGY ADMINISTRATION

WASHINGTON, D.C. 20461

OFFCE OF THE ADMINISTRAICR

MEMORANDUM FOR THE PRESIDENT
FPROM : Frank Zard

SUBJECT: House Naval Petroleum Reserve Legislation

The House is scheduled to take up in concurrent debate
both the Armed Services Committee (H.R. 5%19) and the
Interior Committee (H.R. 49) bills authorlvlng NPR devel-
opment and production. Debate is scheduled for Wedresday,
but probably will not take place until Thursday at the
earliest, depending upon the progress of the Ways and
Msans Committee energv bill on the floor this week.

Background

[

As you kmow, the Heber‘ o

i placses more restrictions on
NPR development than we wo

11

1ld like.

g PR production would be limited to 200,000
parrels per cay for only a three-year periocd.
The Navy estimates this to be a maximum of 122

nillion barrels.

£l
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b

1ile exploration and development of the Alaskan
erves is authorized, production would be con-
gent upon future Congressional aunthorization.
:ction on a Strategic Petroleum Reserve (1111tary\
restricted to a study to be submitted within
vear. '

v R
I (D

.
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2 Tunds from the sale of NPR production would bhe
used only to explore and to devalop NPR's 1, 2,
and 3, and only to sxplore 1PR-4 in Alaska.
There is no commitment or lipk to frlly profuce .
Rlaska or to implement bof he Ciwvilian and ;”?’”7\\
}lilitary Strategic Ressci ans ps ’\
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Mamorandum for thnz Prasident
= o}

Melcnar bill would transfexr the NPR's, along with other
i lands, to the. Secretary of the Interior for desvelop-.
. It would authorize unlimited production of NPR's 1,

2, and 3, subject to 2 60-day CangreSSWOnal veto. However,
the Melch=2r bill coes not provide for a special fund or fox

a Strategic Storags System. A Committee floor amendment
would allow you to place up to 25% of this production into

a Strategic-Storage System. It would also authorize the
exploration of NPR-4, but full development would require
further Congressional authorizations.

Current Status A -

Last month, at your request, Rogers Morton and I met with §
Congressman Hebert to discuss the Administration's support
of the Armed Services Committes bill. At that time,
Mr. Hebert appeared amenable to changing his bill in the
following ways: PN
1. Allow NPR production of 300,000 barrels per day
and delete the three-year time limit.-

2 Elk Hills currently could produce 380,000
barrels ver day; this would increase itf,
as expected, additional reserves are found
with an zll-out davelopment program.

-

Unlimited ;lx Hills production is needad

to incrazss domestic production in the short
term, 2s ell as to fund both Alaskan de-=
velopment (which cou1d,prov1da up to two
million barrels of oil per day by 1985) and
the Stratsgic Reserves System.

Even thougn it will take one to two y=ars to
construct sufficient pipelina capaciitv to
accommodate full Elk Hills production, we
need Full zutborization zt this tims o

aiccuately vlan for the Stratzgic Resarve
B S ESm. i
4 Alaskan NPR-4 exploration, developmant and pro-
duction, with the provision that such p:oéuction
would take vlacs only after a comorshensive nlan
w0u1d be submitted to Congress.

~-~



£ we are going to make a commitment to fully
svelop and produce NPR-4, we must not be put
in the position of having to go back to
Congress to ask for additional legislation.

I
i

Becausas of the long lead times involved in
. bringing these res=srves on line, it is neces-
sary to have the authority to explore and to
devalop NPR-4 as soon as possible.

- Special Fund. Ths proceeds of NPR production would
go into a special fund which would be used to explare,
develon and produce all of the NPR's (including
Alaskza) and to financs both the Military and
Civilian Strategic Reserve Systems.

° A special fund would link the Elk Hills pro-
duction with a Strategic Petroleum Reserve
Program, thus assuring that the NPR oil would
be replaced with a system which would provide
adequate prot=action to the country in times of
emergencies (up to three million barrels of
0il per day).

Congressmap Bebert is concern=d that such a
Special und not be the sole source of funding
Tor NM2PR and 3tratzagic Reserve desvelopment and
tnat other moniss be appropriated. This should
205€ no prozsism, as at least initially the pro-
casds from XNPR oroductlon would not be sufficient
to fund the entire program.

Racommandation

I beliave :ha* with thsese changas, H.R. 5919 would come close
to approximating Titlse I of your Cmnibus rnergy Bill. It
would be most helpful, thareicre, if you could contact
Congrassman Hepart in order to obtain his active support in
i::;,“enting tha terms of cur understanding, probadbly in the
Zorm 0f committee-sponsorsed flcor amandments. W2 would, of
~ourss, b2 willing to assist the Committee in dracting tha
2opz0prizt2 languags amencdments. If he fails to a2grse, wa
should indicats that we mignt be forcaed to accept tne Mzaicher
pill, with z2ppropriate amendéments :



— ™=
(SCHLESINGER)

WASHINGTON (UPI) == AS THE LAST AMERICANS WERE BEING EVACUATLD
FROM VIETNAM TUESDAY, DEFENSE SECRETARY JAMES SCHLESINGER SAID THAT
THE LONG U.S. WAR EFFORT HAD "FAILED," BUT HE SAID THE ATTEMPT HAD
NOT BEEN WITHOUT PURPOSE. .

SCHLESINGER THUS BECAME THE FIRST INCUMBENT OFFICIAL OF ANY
ADMINISTRATION TO BOLDLY LABELED THE WAR A FAILURE,

IN A MESSAGE ADDRESSED TC 2.1 MILLION MEMBLRS OF THE ARMED FORCES,
SCHLESINGER SAID: "IT WILL BL STATED THAT THE WAR ITSELF WAS FUTILE.
IN SOME SENSE, SUCH MAY BE SAID OF ANY NATIONAL EFFORT THAT FAILS."

"YET -OUR INVOLVEMENT WAS NOT PURPOSELESS. IT WAS INTENDED TO
ASSIST A SMALL NATION TO PRESERVE ITS INDEPENDENCE IN THE FACE OF
EXTERNAL ATTACK AND TO PROVIDE AT LEAST A REASCHNAELE CHANCE TO
SURVIVE."

"THAT VIETNAM SUCCUMBED TO POWERFUL EXTERNAL FORCES VITIATES
NEITHER THE EXPLICIT PURPOSE BEHIND OUR INVOLVEMENT == NOR THE
IMPULSE OF GENEROSITY TOWARD THOSE UNDER ATTACK THAT HAS LONG INFUSED
AMERICAN POLICY,”™ SCHLESINGER SAID.

THE DEFENSE SECRETARY HEAPED PRAISED ON THE MEN IN UMIFORM. “UNDER
CIRCUMSTANCES MORE DIFFICULT THAN EVER BEFORE FACED BY OUR MILITARY
SERVICES, YOU ACCOMPLISHED THE MISSION ASSIGNED TO YOU BY HIGHER
AUTHORITY,” HE SAID. "1 SALUTE YOU FOR IT.

. UPI 02=29 94343 PED B, - . . = =
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(ELKHILLS)
WASHINGTON (UPI) =-- LEGISLATION T?_ALLQ]_BBQQQQIIQH_EBQILTHE FLK
ETROLEUN RESERVE IN CALIFORNIA WASRULLER BACK-TUZSDAY

ECAUSE OF CHARGES THAT IT MIGHT RESULT IN ANOTHER TEAPOT DOME
SCANDAL «

REP. B.F. SISK, D-CALIF., A MEMBER OF THE HOUSE RULES COMMITTEE,
WITHDREW THE BILL SHORTLY BEFORE THE HOUSE WAS TO OPEN DEEBATE ON THE
MEASURE .

SISK, WHO SUPPORTS THE BILL, SAID HE WAS PULLING IT BACK
TEMPORARILY BECAUSE OF "FALSE INFORMATION™ BEING CIRCULATED ABOUT THE
LEGISLATION.

THE MEASURE, AS APPROVED UNANIMOUSLY BY THE HOUSE INTERIOR
COMMITTEE, WOULD TRANSFER JURISDICTION OVER ELK HILLS AND ANOTHER
NAVY RESERVE IN ALASKA TO THE INTERIOR DEPARTMENT.

THE KEY SPONSORS OF THE BILL -« REPS. ALPHONZO BELL, R=CALIF., AND
JOHN MELCHER, D-MONT. == WERE ANGERED BY A LETTER SENT TO MEMBERS BY
CHAIRMAN MELVIN PRICE OF THE HOUSE ARMED SERVICES COMMWITTEE IN WHICH
HE RECALLED THE TEAPOT DOME INCIDENT OF THE 1928°S.

THE REFERENCE WAS TO A CASE IN WHICH INTERIOR SECRETARY ALFRED
FALL WAS FINED AND SENT TO PRISON FOR ACCEPTING A BRIBE FROM A
PRIVATE OIL COMPANY FOR LEASES IN THE GOVERNMENT-OWNED TEAFPOT DOME
OIL FIELD IN WYOMING.

TO TRANSFER JURISDICTION OVER ELK HILLS TO THE INTERIOR
DEPARTMENT, PRICE SAID, WOULD BE “TO PUT THE FOX IN CHARGE OF THE
CHICKEN COOP."

BELL, IN A "DEAR COLLEAGUE" LETTER TO OTHER HOUSE MEMBERS, CALLED
PRICE"S LETTER "A SCURRILOUS ATTACK™ ON THE BILL.

BELL SAID IT WOULD BE "STUPID"™ TO LEASE THE ELK HILLS FIELD TO
PRIVATE COMPANIES AND PROMISED TO OFFER AN AMENDMENT ON THE HOUSE
FLOOR EXPRESSLY FORBIDDING SUCH LEASING.

BOTH SISK AND BELL SAID THEY EXPECTED THE BILL TO COME UP AGAIN
NEXT WEEK, WHEN PRICE AND REP. F. EDWARD HEBERT, D-LA., THE FORMER
CHAIRMAN OF THE ARMED SERVICES COMMITTEE, ARE EXPECTED TO MAKE A
FIGHT TO SUBSTITUTE THEIR OWN BILL FOR THE BELL-MELCHER BILL .

THE BILL APPROVED BY THE ARMED SERVICES COMMITTEE WOULD RETAIN

NAVY JURISDICTION OVER ELK HILLS. /,f’?op
MEANWHILE, IT SIDENT D SWITCHED HIS >
SUPP OM THE BELL-MELCHER BILL TO THE ARMED SERVICE TEE o)

B - -~ ABOUT THE SWITCH AND TRIED --'
UNSUCCESSFULL -- TO REACH F WITH HIM.




THE WHITE HousE

WASHINGTON

November 15, 1974

TO: vGENE AINSWORTH
VERN LOEN
FROM: Gfeg Schleede
Here i
e Naval Petroleum Reserves
It ed by anyone

outside Interior.

Attachment
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

0T 181974

Dear Mr. Chairman:

I have considered H.R. 16800 as reported by the Subcommittee on Public
lands and particularly section 204(d) of the bill, which would authorize
the Secretary of the Interior to establish national petroleum .
reserves, : '

This Department has discussed the provisions of this bill with the

Committee several times; and I will not repeat the concerns wz have with

some of its provisions. However, we have not dealt specifically and in
detail with section 204(d); and my purpose in writing this letter is’
to convey to you our position on this section.

We believe that adoption of this section, as amended in the attachment,
would provide for the accomplishment of the objective-set by President
Ford in his Economic Message of October 8, 197h: ‘"priority action to

increase energy supply here at home requires... responsible use of our
naval petroleum reserves in California and Alaska."

Let me briefly erphasize the most important reasons why we must prcmptly

‘provide for the responsible development of our naval petroleum resérves:

A. This nation now imports zbout 6.2 million barrels of o
day at an annual outlay for imports of aprroximately $23 bi
Continued reliance upon these imports is unsound from the point

of view of our foreign relations and our national security. -In
view of the greatly increased price for imperted oil such imports
contribute to inflation. Even if the money we pvay is "re-cycled"
into our econcmy, at some pcint, real resources--such as ;ra*J,
steel, and manufactured 1teﬂs-—w1ll have to be exported to

redeem this $23 billion a year, thereby increasing the caxpetition
for, and the price of, real resources here at home.

B. This is both an immediate and a long~term prchblem. In the .
immediate future we must adcpt all practlcal conservation measures,
but we must also take all practicable steps to increase our )
domestic supply of oil and s=2s. In the intermediate and longer term
we nust, of ccurse, continue conservation measures and develop 4
alternative energy sources; but for the next 10 to 20 years there
can be no doutt but that we must also strive to increase -r domes-
tic supply of o0il and gas. During this reriod our natic. “vpolie¥y °
- . T P
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must account for the probabilities that our demand will continue
to grow, though horefully at a lessened rate, and that our supply
will continue to dwindle, because our existing fields are getting
0ld and secondary and tertiary recovery technology is not likely
to . reverse this trend.

C. Naval Petroleum Reserve No. I, Elk Hills in California, constitutes
the only immediately available source for inereasing our domestic
supply of petroleum. This field contains an estimated 1.5 billion
barrels of oil; and within two months it could be producing over
160,000 barrels a day. Within two years it could be producing

at a maximun efficiency rate of about 270,000 barrels a day.
160,000 barrels a day would reduce by about $640 million a year the
emount we must pay for imported oil. Production from Elk Hills

&s well as other federal lands, or private lands--is available

to meet military requirements under the provisions of the Trading
with the Enemy Act, which act was not in existence at the time the
naval petroleum reserve was established.

D. Naval Petroleum Reserve No. IV, in Alaska, is estimated by the
Geological Survey to contain betweeen 10 and 33 billion barrels

of potential future reserves of o0il and from 55 to 111 trillion
cubic feet of natural gas. It will take at least 8 to 10 years.
to explore, develop, and construct delivery systems for this

area at a cost which would be well over the $15 to $20 billioun
required for Prudhoe Bay. However, there is no way to avoid . -,
these time delays and costs; they must be incurred before this '
oil and gas can be mz2de available to our econory,. or even to
the military. The important point is that we should begin this
effort as soon as possible. Again, this oil and gas, and all
other domestically produced oil and gas, will be available to
meet our national defense needs as required. Rather than reduce
the amount of oil available to meet national. defense needs for
the next 10~20 years, therefore, development of Pet IV will
actually increase the amount available for this purpose.

-

-, .

To illustrate, during World War II the military consumption of oil
. was the highest in history at about 1,600,000 barrels of oil per
day. Domestic production is presently about 8,600,000 barrels ‘
per day. Therefore, when the military demand was greatest, it amounted
to 18.6% of present domestic production. Present military consump-
tion is around 600,000 barrels per day or T% of present domestic
production. Development of iaval Petroleum Reserve No. IV would
significantly reduce these percentages. And, in the longer run,
as o0il shale technology develops, the Navy should have an additional
source of domestic oil as it is able to rely upon our yast oil
shale reserves to meet defense requirements.

—
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E. Increased OCS production and increased emphasis on secondary
and tertiary recovery of known reserves do not provide an adequate
basis for meeting our projected reguirenents of oil and gas in the
next 10 to 20 years. Secondary and tertiary recovery may avoid
decline in production of old, fields which would otherwise occur,
but assuming no significant technology improvements, these methods
will not dramatically increase production from existing fields over
current levels. Total U.S. offshore production, including state
and federal water, is now approximately 2 million barrels of oil )
per day. BEven if we meet the greatly expanded and accelerated
leasing prograns we have discussed with the Commitiee for 1975 and
beyond, we will probably not increase OCS production by more than
2 to 3 million barrels of oil a day by 1985. Thus, even with
emphasis upon these sources, our dependence upon imported oil will
continue and indeed increase in the years ahead, unless we turn
to all available potential sources of o0il and gas, including the
naval petroleum reserves. I do not think, therefore, that we should
delay in providing for the development of Pet IV, as section 204(d)
would require as it is now drafted. Rather, we should decide now,
that the area should be developed on a rational and practical basis
to meet our over-all national objectives.
As your Committee has recognized, existing law is inadequate to provide
for the full development and production of Elk Hills or for the explora-—
‘tion, development, and production of Pet IV. Under existing law,_théf
Secretary of the Navy must find, and the President must agree, that pro-
duction from a Haval Reserve is 'reguired for the national defense;" and
no production can take place pursuant to such a finding unless both Houses
of Congress agree by Joint Resolution. Moreover, a simple termination
of the Haval Reserve status of these areas, even if possible, would not
provide an adequate base for their exploration, develoovment and production
because the lands would again become public lands subject to the provisions
of the Mineral Leasing Act. Under that Act, the land caznnot be leased
competitively; and, for land in Alaska, 90% of the revenue would go to
the State of Alaska rather than to the Treasury of the United States.

'Congress has appropriated over $60 million in FY'7S5 for exploration and

development, as well as operations and maintenance in Elk Hills and

Pet IV. The Navy has announced its intention to let contracts for

a l0-year exploration program in Pet IV. I believe that under section

20k (d) of H.R. 16800, it would be possible and desirable for the Depart-

ments of Interior and Defense to promptly agree upon a program for fully

developing Elk Hills and bringing its production on line within the -

framework of the llavy's existing program. However, I do not believe that-

we should await a 10-year exploration progran, at the public‘s.expensehg:
. : R YR 7 TR hhce
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before providing for the full exploration, development, and production
of Pet IV. Severazl reasons convince me that the most practicable
alternative for Pet IV is to open it for exploration, call for nomi-
nations and hold lease sales pursuant to regulations along the lines
of those that now a2pply to the 0OCS:

(a) Such an approach should bring the area into production
faster than any other.

(b) Competitive lease sales with a fixed royalty (or some
other competitive system) would produce substantial
revenues for the Federal Treasury.

(¢c) Any system of exploration and develorment which relies
" upon appropriated funds is not advisable in a situation
such as this, where the program will take many years to
implement and the costs will be extremely high.

For all of these reasons I would be in favor of the adoption of a
provision such as section 204(d) if that section is amended in the
manner reflected in the attachment to this letter.

N

Sincerely yours, ‘ Ce T

o

[sed] Rogers C. B. Morton
i Secretary of the Interior

Honorable James A. Haley
" Chairman, Committee on Interior
and Insular Affairs '
House of Representatives _ <.
Washington, D. C. 20515

Attachment
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Sec. (a). For the purpose of meefing the total energy needs
of the Nation, including, but not limited to, national defense, the
Secretary of the Interior is authorized to establish national petroleum
-reserves on any regerved‘or unreserved public or acguired lands of
the United States (except lands in ﬁhe National Park System and,‘after‘
December 31, 1983, the National Wilderness Preservation System).. No
reserve that includes all‘or part of an existing naval petroleum
reserve shall be established without prior consultation with the
Secretary of Defense, and, when so established, ﬁhe portion of the
naval reserve included in the national petroleum reserves shall be deemed
to. . be excluded from the naval ;eserve. A national petroleum reserve.

may be established and developed pursuznt to this Act sixty days after

s

the Secretary of the Interior has given notice to the Congress of hiif e

intent to create such a reserve unless either the House of Representatives
or tﬂé Senate adopts a resolution of disapproval; days on which either

the House of Representatives or the Senate is not in session for three
consecutive days or more shall not be counted 'in the sixty days of

notice. Any notice of intent to develop a reserve shall explain in

detail the proposed method of development, and the need for developing
the o0il and gas resource in order to meet the total energy needs of thé
jation. The notice shall also inform the Congress of any land or resource
uses that such development would preclude. ' : ) -
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(b) The land within a reserve established under section 1 may be
developed pursuant to the Mineral Leasing Act, as amended (30 U.S.C.
B88181-287), or the Mineral Leasing Act for Acquired ILands (30 U.S.C.
£8351-359) except that: (i) all leases shall be issued competitively
and sublect to the provisions applicable to competitive leases; and
(ii) the Secretary may extend the life of a lease when the lessee shows
to the satisfaction of the Secretary that development cf the leased
lands would not be economic because of the lack of pipelines or other
means of transporting oil or gas produced from the'lease, and that the
lack of such means of transportation is the only reason that develop-
ment is being postponed; and (iii) all revenues from leases of land within
a pnational petroleum reserve shall be deposited in the Treasury to the
credit of miscellaneous receipts and shall not be subject to disposition
under section 35 of the Mineral Leasing Act, as amended (30 U.S.C. §I§i);h

(c) ILands included in a national petroleum reserve shall not be
subject to selection by any State in satisfaction of any grant previcusly
made or to selection or conveyance under the Alaska Native Claims
Settlement Act (43 U.S.C. 881601-162%). The.iands in a national
petroleum reserve shall be subject to the a@proval of the Secretary
of the Interior for use for other purposes, including the issuance“'
ﬁnder thé Mineral Leasing Act and the Mineral Leasing Act for Acquired

Lands of leases for minerals other than oil and gas, as long as such

~uses do not prevent the use of the lands for oil and gas legsing.

-
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941 CONGRESS
1sT SESSION 49
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IN THE HOUSE OF REPRESENTATIVES

JaNvary 14,1975

Mr. Mercuer introduced the following bill; which was referred to the Com-

mittee on Interior and Insular Affairs

A BILL

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 cnacted by the Senate and Ilousc of Represe'ntaF
tives of the United States of America in Congress assembled,
That the Secretary of the Interior is authorizéd to establish
on any reserved or unreserved public lands of} the Unitéd
States (except lands in the National Park System, the
National Wildlife System, and the“W‘ild and Scenic Rivers

System, and the National Wilderness Preservation System

and primitive and roadless areas in the national forests now
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10
11
12
13
14
15
16
17
18

19

20

21
22
23
24

25

2
under review for inclusion in the Wilderness System in
accordance with provisions of the Wilderness Act of 1964),
national petroleum reserves the development of which needs
to be regulated in a manner that will meet the total energy
needs of the Nation, including but not limited to national
defense.

Sec. 2. No reserve that includes all or part of an
existing naval petroleum reserve shall be established with-
out prior consultation with the Secretary of Defense, and
when so established, the portion of the naval reserve in-
cluded shall be deemed to be cxcluded from the naval
reserve.

SEc. 3. (a) The oil and ~ga‘s reserves in the contiguous
forty-eight States established pursuant to this section may
be developed under terms and conditions prescribed by the
Secretary of the Interior sixty days after notice is given to
the Congress (not counting days on which either the House
of Representatives or the Senate is not in session for three
consecutive days or more) if neither the House of Repre-
sentatives nor the Senate adopts a resolution of disapproval.
Any such proposed plan shall explain in detail the method
of development proposed, and shall provide for develop-
ment and transportation of the oil consistent with public
interest and to give opportunity to the smaller or independ-

ent oil producers and refining companies to utilize the

10
11
12

13
14

3
crude oil production. Any such proposed plan by the Secre-
tary shall also explain the relative need for developing the
oil and gas resource in order to meet the total energy
needs of the Nation, compared with the need for prohibit-
ing such development in order to further some other public
interest.

(b) The Secretary of the Interior is hereby authorized
and directed to explore for oil and gas production on public
lands in the State of Alaska except lands in the National
Park Systém, the National Wildlife System, and the Wild
and Scenic Rivers System, and the National Wilderness
Preservation System. The Secretary shall submit to Con-

gress within two years a plan of development which shall

not become effective unless authorized by an Act of Congress.



s H R, 49
A BILL

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

By Mr. MeLcHER )

JANUARY 14, 1975

Referred to the Committee on Interior and Insular
Affairs
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THE WHITE HoUsE

WASHINGTON

Date /= 20 - 7-5.’

TO: /”4( r |

FROM: VERN C. LOEN

Please Handle

For Your Information

Per Our Conversation

other: (gt e T
Olsrdes. Py /P
Oond Kitedn 7 6L Ball?




THE WHITE HOUSE

WASHINGTON

January 20, 1975

MEMORANDUM FOR: BRENT SCOWCROFT

THRU: MAX FRIEDERSDORF /g . / .
VERN LOEN J//

FROM: CHARLIE LEPPERT ft-

SUBJECT: Briefing for Congressmen on NPR's

Rep. Bob Wilson, the Ranking Minority Member on the Armed Services
Committee and the Chief Counsel Frank Slatinshek both have indicated that a
briefing on NPR's is not advisable at this time and should await the decision
on the Chairman and election of Members to the Committee.

After the question of the Chairman has been decided and Members elected to

the Committee I will follow up with another request for a briefing of the
Members on the NPR's,

cc: Bennett



Janvary 20, 1978

MEMORANDUM FOR; BRENT SCOWCROFT
THRU: MAX FRIEDERSDORY
VERN LOEN
FROM: CHARLIE LEPPERT
SUBJECT: Briefing for Congressmen on NPR's

Rep. Bob Wilsea, the Ranking Minority Member on the Armed Services
Commiittee and the Chief Counsel Frank Slatinshek both have indicated that a
brisfing on NPR's is not advisable at this time and should await the decision
on the Chairman and election of Members to the Committes.

After the question of the Chairman has been decided and Members elected to

the Committes 1 will follow up with another request for a briefing of the
Members on the NPR'g,

cci Beonnett



January 20, 1975

MEMORANDUM FOR: BRENT SCOWCROFT
THRU: MAX FRIEDERSDORF
VERN LOEN
FROM: CHARLIE LEPPERT
SUBJECT: Briefing for Congressmen on NPR's

Rep. DBob Wilson, the Ranking Minority Member on the Armed Services
Committee and the Chief Counsel Frank Slatinshek both have indicated that a
briefing on NPR's is not advisable at this time and should await the decision
on the Chairman and election of Members to the Committee,

After the guestion of the Chairman has been decided and Members elected to

the Committee I will follow up with another request for a briefing of the
Members on the NPR ‘g,

cc: Bennett



Januvary 20, 1973

MEMORANDUM FOR; BRENT SCOWCROFT
THRU: MAX FRIEDERSDORF
VERN LOEN
FROM: CHARLIE LEPPERT
SUBJECT: Briefing for Congressmea oa NPR's

Rep. Bob Wilsea, the Raskiag Misnerity Member on the Armed Services
Committee and the Chief Counsel Frank Slatinshek both have iadicated that a
briefing oa NPR's is not advisable a8 this time and should await the decisien
on the Chairmaa and election of Members te the Committee.

After the question ef the Chairman has been decided and Members elected to

the Committee | will follow up with ancther request for a briefing of the
Members on the NPR's,

cc: Bennett




January 26, 1975

MEMORANDUM FOR; BRENT SCOWCROFT
THRU: MAX FRIEDERSDORF
VERN LCEN
FROM: CHARLIE LEPPERT
SUBJECT: Briefing for Congressmen on NPR'p

Rep. Dob Wilson, the Ranking Minority Member on the Armed Services
Committee and the Chief Counsel Frank Slatinshek both have indicated that a
briefing on NPR's is not advisable at this time and should await the decision
on the Chairman and electien of Members to the Committee,

After the cuestion of the Chairman has been decided and Members elected to

the Committee 1 will follow up with ancther reguest for a briefing of the
Members on the NPR's,

ce: Bennett



THE WHITE HOUSE

pate: /- /% 'Z)/

TO: %@L

FROM: Max L. Friedersdorf

Please handle v ;g% ,'I‘ﬂ(

Please see me

For your information

Other



MEMORANDUM 0143
THE WHITE HOUSE

WASHINGTON
January 13, 1975
MEMORANDUM FOR: MAX FRIEDERSDORF
FROM: BRENT SCOWCROF T
SUBJECT: Briefing for Congressmen on NPR's

With respect to your memoranda at Tabs A and B on the issue of
Naval Petroleum Reserves, we believe that it would be preferable
for FEA, along with Interior and DOD, to conduct the briefing.






THE WHITE HOUSE

WASHINGTON

January 7, 1975

MEMORANDUM FOR: MAJOR GENERAL BRENT SCOWCROEFT
THRU: MAX L. FRIEDERSDORF
/
FROM: VERN LOEN /£
SUBJECT: Alaska Petroleum Reserve No. 4

Rep. Don Young, R-Alaska, and Senator Stevens were upset about
attached Wall Street Journal article of today's edition.

They favor exploration only of Alaskan #4 for now. Fear production
will affect Alaskan Pipeline.

Congressional courtesy would seem to dictate that they be briefed and
concur in decision. Otherwise they can give us a peck of trouble.

We will be glad to coordinate.

A G bt £ sl wipenddy
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Accord on Developing Naval Oil Eeserve:g}

Is Reached by Ford, Key Congressman |3

By BURT SCHORR
Staff Reporter of THE WALL STREET JOURNAL

agreement currently requires—and thereby
gain access to a larger percentage of valu-
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THE WHITE HOUSE

WASHINGTON

January 8, 1975

MEMORANDUM FOR: MAJOR GENERAL BRENT SCOWCROFT

: AX L., FRIEDERSDOR

THRU M L. FRIE RS FM“ .
FROM: VERN LOEN V’_/

SUBJECT: Elk Hills Naval Petroleum Reserve

Rep. Bill Ketchum, R-Calif., would also like a report on the
accuracy of the Wall Street Journal article, which I sent to
you on January 7, on the Elk Hills Naval Petroleum Reserve
in his district.



MEMORANDUM FOR:

THRU:

FROM:

SUBJECT:

THE WHITE HOUSE

WASHINGTON
-March 10, 1975
MAX FRIEDERSDORF
VERﬁ LOEN

CHARLES LEPPERT, JR. &?_ .

Naval Petroleum Reserves

Attached for your information is a copy of the letter from the Chairman of
the House Armed Services Committee to the Chairman of the House Interior
Committee raising a jurisdictional objection to the Interior Committee's

- reporting of H. R. 49, a bill to authorize the Secretary of the Interior to
establish on certain public lands of the U. S. national petroleum reserves.

cc: Doug Bennett
Jim Cannon
Glenn Schleede
John Hill
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RARIY JE DONALD, G : ' March 3, 1975

THOMAS J. DOWNEY, N.Y.

MAR 4 Reen
Honorable James A. Haley :
Chairman
" Committee on Interlor and Insular Affalrs
- House of Representatives
Washlnov %2 D. C.

I have learned that H. R. 49, a bill to authorize the
Secretary of the Interior to establish on certain public lands of
the United States national petroleum reserves, has been favorably
reported by the Subcommitiee on Public ILands of your Committee.
That bill would authorize the Secretary of the Interior to include
within the national petroleum reserves the existing N°va1 Patroleum
Reserves.

As you know, House Rule X, Clause 1 (c){L), grants this
Committee jurisdiction over the conservation, development and use
of Naval Petroleum Reserves. That jurisdiction was resaffirmed as
recently as last October, when the House adopted H. Res. G88. Im
view of the exclusive jurisdiction of this Committee, I respectfully
submit that the action taken by the Subcommittee on Public Lands.
clearly exceeded its jurisdiction and that of tha Interior Committes.
Accordingly, I request that the Interior Committee specifically ex- -
clude the Naval Petroleum Reserves from the provisions of the bill
“when it is presented for Committee action. I would also appreciate
it if you would call this matter to the attention of the membership
of your Committee by having this 1ett°r read when H. R..L9 come
before tn° Committee.

In the event <hat the Interior Committes approves the bill
without specifically excepiting the Naval Petroleum Resesrvss from its
provisions, I request that this letter be made a part of the Interior
Committee report on the bill. :

Mo g,z&v’/
- Chairman

MP/jlr
cc: Members, Committee on Interior and Insular Affairs



March 10, 1975

MEMORANDUM FOR: HMAX L. FRIEDERSDORF
PROM: BOB WOLTHUIS
SUBJECT s Elk Hills

Charlie Leppert had been workimg the problem with Congressman
Bell and coamsequently I had him call Bell back this moxrning.
As might be expacted, Bell is pressuring the administration
to change its position and support his bill and the similar
Hatfield bill on the Senate side that would transfer the

Elk Hills Naval Petroleum Reserve from Navy to the Interior

Department.

There is also a Melcher bill in the House Interior Committee
vhich is guits similar to Bell's bill and he is asking the
administration to support one or the other.

Bell requested that OMB and Treasury testify in support of
the Hatfield and Bell legislatiom.

He sexpressed some irritation to Charlie that the Administration
had not yst changed its official position.

:ig
cc Mert




RED TAG ﬁ”‘

THE WHITE HOUSE

WASHINGTON

March 11, 1975

MEMORANDUM FOR: MAX FRIEDERSDORF

THRU: VERN LOEN (/(——

FROM: CHARLES LEPPERT, JR. :
SUBJECT: Conversation with Rep. Al Bell (R-Cal.)

on Naval Petroleum Reserves

Pursuant to your request I returned Congressman Bell's telephone call to you
on Monday, March 10, Mr, Bell wants the Administration to come out in
support of his bill transferring jurisdiction of Naval petroleum reserves to
the Interior Department, If the Administration cannot come out and endorse
his position then he expects the Administration to do something more positive

toward his position or state th ation will take no position and
it's up to the Congress to dec:.deM '?9 ‘ T e—

Bell claims that Senator Hatfield has introduced his identical bill in the Senate
and that when hearings are held shortly he will expect OMB and Treasury to
testify in support of transferring jurisdiction of Naval petroleum reserves to
Interior.

Bell indicates that there are some agreements struck between the Armed
Services Committee and the President. The first agreement is to the effect
that the President has made a deal for the vote of southern Democrats on
Armed Services on the veto of oil import fees, The second is an agreement
within the Executive Branch to the effect that the Navy has agreed to open up
Elk Hills and Pet 4. Bell says that the Navy does not intend to keep that agree-
ment and merely intends to permit drilling and exploration and then cap the
holes. This is the reason Bell contends that Standard Oil of California wants
out of its contract with the Navy at Elk Hills, i.e. the Navy is not going to open
Elk Hills for the production of oil.

Bell further contends that the President and the Administration had better start
supporting some of their own people or that the President's going to lose their
support. He is tired of supporting the Administration and getting nothing in
return.



2

Max, it is imperative that we get a definitive call on this for Bell as soon as
possible. The House bill will be on the House floor by March 17, The Senate
will probably have a hearing and then accept the House bill and send it on to
the White House before the Easter recess if the Committee jurisdiction ques-
tion does not stop it.

cc: Doug Bennett



THE WHITE HOUSE

WASHINGTON

Maxrch 11, 1975

TO: JOHN CARLSON
BILL KENDALL
MAX FRIEDERSDORF
VERN LOEN
MIKE DUVAL
JIM CAVANAUGH
JOHN HILL

v': 2 L/
FROM: Gl&kn ScHleede
For your information

Attachment

bee: Meppe;‘}r

Roy Niemela




This is the guidance that was provided to Administration witnesses
at 10:20 this morning who are testifying before the Senate Interior
Committee on the Naval Petroleum Reserves legislation: "The
President has not changed his position on his legislative proposal
dealing with the Naval Petroleum Reserves. He still feels strongly
that there should be immediate production from Elk Hills and
immediate actions on the further exploration and development of
other reserves., This is his primary goal.

With respect to whether the responsibility for the reserves should

be in Navy or transferred to Interior, the President's recommendations
are reflected in his legislative proposal. If the Congress has a better
solution that will still permit achieving the primary goal, the President
would accept its judgment on this jurisdictional issue. Again, the goal
is production and the President believes it is up to Congress to act

on the matter without further delay."



THE WHITE HOUSE

WASHINGTON

March 17, 1975

MEMORANDUM FOR: GLENN SCHLEEDE
FROM: ' CHARLES LEPPERT @é_
SUBJECT: Naval Petroleum Reserves

~Attached is a copy of the Melcher bill, H.R. 49, transferring jurisdiction
of naval petroleum reserves from the DOD to Interior as amended and

reported by the House Committee on Interior and Insular Affairs on
Thursday, March 13, 1974.

bcc: Bennett



AMENDMENT TO H.R. 49

"That in order to develop petroleum reservas of the United
States which need to be regulated in a manner to meet ths

total energy needs.of the Nation, including but.not'liﬁited

to national defense, the Secretary of the Interior is
aﬁthorizeé toyestablish national petroleum reserves on any
reserved or unreserved public lands of the United'Stétes fexcept
lands in the ﬁatibnal Park System, the National Wildlife

System, ﬁhe Wild and écenic Rivérs_SYstem, the Natiénél
Wiidérﬁess Preservation System, @  areas now undér reviaw

for inclusion in the Vilderness System in accordance with

provisions of the Wilderness Act of 1964,and lands in Alaska

othe:'thah those in Naval Petroleum Reéerve-#é)f

SEC. 2; No national petroleum reserve thét includes all
or part of an existing naval éetfoleﬁm.feéerve shall be
established without prior consultation Qith the Secretary éf
Defense;-and when so established, the portion of suchuhaval
reserve iné¢luded shall be deemed to be excluded from the

naval petroleum reserve.

Upon the inclusion in a national petroleum reserve of any

land which is in a naval petroleum reserve con the date of

enactment of this act, any equipment, facilities, or other

property of the Department of the Navy uvsed in operations on -

the -land so included and any records, maps, exhibits, or

other informational data held by tha Secretary of the Navy




in connection with ths land so included shall be transferred

. £from the Secretary of the Navy to the Secretary of the Interior

who shall thereafter be authorized to use them to carry out

the purpoées of this Act.

The Secretary of the Interior shall assume the respon-

sibilities and functions of the Sscratary of the Navy under

any contract which now exists with respect to activities on

a naval petroleum reserve to which the United States is a

party.

. SEC.>3. (é) The oil and gas in the national petroleum
reserves in thg contiguous forty-eight states established
pursuéﬁt to this.section may be developed'under terms and
conditions prescribed by the Secrstary éf'the Interior.

The Secretary of the Interior shall use compestitive bidding

procedurses with vrior public notice cf not less than 30 day

of the terms and conditions for any ccntract, leass, or

oparating agreement for development and production of oil and

gas from a national petroleum reserve. Such terms and conditions

and also plans for the development of each area of the national

petroleum reserves shall be publishad in the Fedaral Register,

but- shall not beééme effective until sixty days after final
notice has been published and submitted to the Congress (not
couﬁting days oh ghich'eitﬁer the Fouse of Representatives or

the Senate is not in session for three consecut

|3

ve days or more)

nor the

0

and then only if neither the House of Representative

Senate adopts a resolution of disapproval. Each »ropecsed




" Plan of development and each amendment thereoi shall explain

in detail the method of development aﬁd.production.propqsed,
shall provide for disposal and transportation of the. oil
coﬁ51stent with the public interest, and shall give full and
equal ‘opportunity for development of or acquisition of, or

exchange for, the o0il and gas by qualified pexrsons including

major and independent producers or refiners alike. Each

proposed plan of developmenﬁ by the Secretary_shall also

explain the relative.neea for developing the oil and gas
‘resources in order to mest the total eﬂergf needs of the .
Nation, conpared w1th Lhe need for prohlbltlng such development
in order to further some other publlc lnterest.

(b) Any 0il or gas produced from such petroleum rese:ves,_
except'such 0il or gas which is either-exehanged in similar
quantities for conveniesnce of iﬂcreased efficiency of trans-
portatlon with persons or the government of an adjacent
foreign state, or which is temporarily exported for convenience
or -increased efficiencj of transporfation'across ports- of an
adjacent foreign.state and reenters the ﬁnited Staﬁee, shall
be subject‘to all of the limitatiohs and licensing requirements
of the Exporthdministration Act of 1969 (Act of Dec. 30,'i969;
83 Stat. 841) and, in addition, before any oil or gas qubject
to this section may be exported under the limitations and
liCehsing requiregent eﬁd éenalty and enforcement provisions
of the Exporﬁ Administration Act of 1969 the President must

make -and publish an express flndlng that such exports will not



diminish the total quality or quantity of oil and gas
available to the United States and are in the national interest
and are in accord with the Export Administration Act of 1969.

{c) ~The Secretary of the Interior is authorized to

enter into contracts for the sale of oil and gas which is

E;oaﬁced from the Mational Petroleum Reserves and which is

owned-by the United Stateé, Sﬁch contracts shall be issued by

.c0mpet1t1ve blddlng, they shall be for periods of not more.
; r‘:&*"'-' o] Wwﬁtbwﬁwa
ﬁh“‘ i than one—vea*'s duratlon, and in arcunts exc thosa

f’/}rﬂ;'l : /i
7";,_V:;»""‘é“'zf‘whn.ch can be effectlvely handled by the purchasers.
| pr L V4
ﬁﬁfﬁ_u: x _ (d)_ The Secreta*y of the Interlor is herehy authorized

'and dlrECted to explore for 011 and gas on Naval Patroleun
Reserve No. 4 and he shall repor+ annaally to Co 1gress on.

hi§ plan for ekploratibn of such Reserve: Prov1ded, That

‘no deﬁelopment_leadiné totpioduction shall bg gndertaken unless
authorized by Congress. '

{e)” Any pigéline which carries oil or gas-nroduced‘from'

the national petroléum reserves shall be subject to the corwon

carrier provisions of Section 28 (r) of the Mineral Leasing Act

 of 1920, (41 sStat. 449), as amended (30 U.S.C. Section 185),

ragardless of whether the pipeline crosses public lands.

4. 0il and gas produced from Naval Petroleum

S s v et |
Jgs-wgp{ Reserve No. 1 shall not‘be.subject to the depletion allowance
’ . U 5 - -
W :
Cﬁ}'wb prov1ded in Section 613(b) of the Internal Revenu2 Code of 1954

(26 U.s.C. 613 (b)).

3 oZWéL
e it i
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941 ConcrEss | HOUSE OF REPRESENTATIVES )" Rert. No. 94—~
1st Session 81 Part I

AUTHORIZING THE SECRETARY OF THE INTERIOR TO ESTABLISH ON
CERTAIN PUBLIC LANDS OF THE U.S. NATIONAL I'ETROLEUM RE-
SERVES THE DEVELOPMENT OF WHICH NEEDS TO BE REGULATED
IN A MANNER CONSISTENT WITH THE TOTAL ENERGY NEEDS OF
THE NATION AND FOR OTHER PURPOSES ’ .

MARcH 18, 1975.—Ordered to be printed

Mr. Harey, from the Committee on Interior and Insular Affairs,
submitted the following .

REPORT

[To accompany H.R. 49]

The Committee on Interior and Insular Affairs, to whom was re-
ferred the bill (H.R. 49) To authorize the Secretary of the Interior
to establish on certain public lands of the United States national pe-
troleum 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, having considered the same, reports favorably thereon
with an amendment and recommends that the bill as amended do pass.

The amendment is as follows:

Page 1, beginning on line 3, strike out all after the enacting clause
and insert in lieu thereof the following : :

That in order to develop petroleum reserves of the United States which need to
be regulated in a manner to meet the total energy needs of the Nation, including
but not limited to national defense, the Secretary of the Interior is authorized
to establish national petroleum reserves on any reserved or unreserved public
lands of the United States (except lands in the National Park System, the Na-
tional Wildlife Refuge System, the Wild and Scenic Rivers System, the National
Wilderness Preservation System, areas now under review for inclusion in the
Wilderness System in accordance with provisions of the Wilderness Act of 1964,
and lands in Alaska other than those in Naval Petroleum Reserve #4).

Sgc. 2. No national petroleum reserve that includes all or part of an existing
naval petroleum reserve shall be established without prior consultation with the
Secretary of Defense, and when so established, the portion of such naval reserve
included shall be deemed to be excluded from.the naval petroleum reserve.

Upon the inclusion in a national petroleum reserve of any land which is in a
naval petroleum reserve on the date of enactment of this act, any equipment,
facilities, or other property of the Department of the Navy used in operations on
the land so included and any records, maps, exhibits, or other informational data
held by the Secretary of the Navy in connection with the land so included shall
be transferred from the Secretary of the Navy to the Secretary of the Interior
who shall thereafter be authorized to use them to carry out the purposes of this
Act. . -
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The Secretary of the Interior shall assume the responsibilities and functions
of the Secretary of the Navy under any contract which now exists with respect
to activities on a naval petroleum reserve to which the United States is a party.

SEC. 3. (a) The oil and gas in the national petroleum reserves in the contiguous
forty-eight states established pursuant to this section may be developed under
terms and conditions prescribed by the Secretary of the Interior. The Secretary
of the Interior shall use competitive bidding procedures with prior public notice
of not less than 30 days of the terms and conditions for any contract, lease, or
operating agreement for development and production of oil and gas from a
national petroleum reserve. Such terms and conditions and also plans for the
development of each area of the national petroleum reserves shall be published in
the Federal Register, but shall not become effective until sixty days after final
notice has been published and submitted to the Congress (not counting days on
which either the House of Representatives or the Senate is not in session for
three consecutive days or more) and then only if neither the House of Repre-
sentatives nor the Senate adopts a resolution of disapproval. Each proposed Plan
of development and each amendment thereof shall explain in detail the method of
development and production proposed, shall provide for disposal and transporta-
tion of the oil consistent with the public interest, and shall give full and equal
opportunity for development of or acquisition of, or exchange for, the oil and gas
by qualified persons including major and independent producers or refiners alike.
Bach proposed plan of development by the Secretary shall also explain the rela-
tive needs for developing the oil and gas resources in order to meet the total
energy needs of the Nation, compared with the need for prohibiting such devel-
opment in order to further some other public interest.

(b) Any oil or gas produced from such petroleum reserves, except such oil or
gas which is either exchanged in similar quantities for convenience or increased
efficiency of transportation with persons or the government of an adjacent for-
eign state, or which is temporarily exported for convenience or increased effi-
ciency of transportation across ports of an adjacent foreign state and reenters
the United States, shall be subject to all of the limitations and licensing require-
ments of the Export Administration Act of 1969 (Act of Dec. 30, 1969 ; 83 Stat.
841) and, in addition, before any oil or gas subject to this section may be exported
under the limitations and licensing requirement and penalty and enforcement
provisions of the Export Administration Act of 1969 the President must make
and publish an express finding that such exports will not diminish the total qual-
ity or quantity of oil and gas available to the United States and are in the
national interest and are in accord with the Export Administration Act of 1969.

(¢) The Secretary of the Interior is authorized to enter into contracts for
the salq of oil and gas which is produced from the National Petroleum Reserves
and which is owned by the United States. Such contracts shall be issued by com-
petm.ve bidding, they shall be for periods of not more than one-year’s duration,
and in amounts which, in the opinion of the Secretary, shall not exceed those
which can be effectively handled by the purchasers.

(d) The Secretary of the Interior is hereby authorized and directed to explore
for oil and gas on Naval Petroleum Reserve No. 4 and he shall report annually
to Congress on his plan for exploration of such Reserve: Provided, That no
(é%velopment leading to production shall be undertaken unless authorized by

ngress.

(e) Any pipeline which carries oil or gas produced from the national petroleum
reserves shall be subject to the common carrier provisions of Section 28 (r) of
the Mineral Leasing Act of 1920, (41 Stat. 449), as amended (30 U.S.C. Sec-
tion 183), regardless of whether the pipeline crosses public lands.

PURPOSE

_ H.R. 49 proposes to authorize the Secretary of the Interior to estab-
lish on certain public lands of the United States national petroleum re-
serves the development of which needs to be regulated in a manner
consistent with the total energy needs of the Nation, and for other
purposes. '

H.R. 81

3
EXPLANATIbﬁ AND NEED

" The bi ‘ ks to accomplish three things: - )
%lllresgo 1tltl) :ﬁhorize the S%cretary of the Interior to establish national

petroleum reserves on the public lands.

1 lans for development
- Second, to authorize the Secretary to prepare p ! e
and production of oil and gas on such reserves 1n the ow::tri o p{an.b

j 1 ‘ du
biect to Congressional acceptance of any pro
Sm’f‘%si’rillj t]o direct th% Secretary to explore for oil and ga?1 (:_’n iESOQer
million-acre Naval Petroleum Reserve No. 4 in Alaska, and to

his findings annually to Congress. However, the bill expressly prohibits

the Secretary from allowing any leasing, development, or production

from this Alaskan reserve until further action by Congress.

Potential Oil and Gas Production on Public Lands

i t aside as Naval
R. 49 proposes that public lands heretofore se Ve
PeIt{roleum I%esgrves may be reviewed by the Secrctary of tlaa Initz?(‘iot[;;
After consultation with the Secretary of Defense he 1s author

i i hi i 11 or part
, ) national petroleum-reserves, which may include a g
?)Sft?xbgival Petrolell)un Reserve. dS;lbsgquent(}léx; t;mi) 18{3;32%31% :fd gléglig_
terior is authorized to proposed to LONZIess : ) elop
roduction of any area within a national petroleum re: .
gﬁ?ﬁ ?)?‘gp%sed plans wouldy take effect 60 days after publication in the
Federal Register unless rejected by either body of angrfess. Bk Hills
The potential 300,000 barrels per day of produqtlont rom e
could replace a like amount of imported crude'oﬂ. A c?ﬁ% tgllion
this would reduce our balance of payments deficit by q,‘{)l(_)u -3 bl
and return to the U.S. Treasury approximately $1.0 billion per year.

Committee J urz'sdz'ction

isdicti rer 1 i f Representatives is
Jurisdiction over public lands 1n the House o 3
the 1;'esponsibility of the Committee on Interior and Insular Aﬁa;;‘ls.
H.R. 49 deals with establishing gatlopt?l peiér(_)legmcli“gzedr\éisc e(g;iong
reserved or unreserved public lands, with cer ain peS ¢ Nationai
These exceptions are lands in the National Park System, Nati
\[‘Vlllel:leilffg Rgfuge System, Wild and Scenic Rivers System, Wllcl_elnass
Preservation System and lands under review for inclusion Hi P:a_
VWilderness System, and lands in Alaska except those in Nava
troleum Reserve No. 4.

Naval Petroleum Reserves are public lands set aside by Executive

Order and used for a specific purpose. Their developmeIr}tS(‘Lgd7Ii§(i-

duction for their oil potential 18 covered by statute (10 TS 21,

¢t seq.). Under the House Rules, thli statgtéa 1;1‘17&2 etshem under the ju
ictioz ouse Committee on Armed D€ ..

dlill?yl gf‘;gﬁc}trion of oil and gas for other than national d(:affeéxse ‘Pug

poses from a Naval Petroleum Reserve requires an act o oxzpre;d

Lecause current law limits production from these reserves to nation

: 1 i ted to mean a declaration of war.
defense needs. This has been Interprete o eaded s

IL.R. 49, by authorizing a naval petroleum reserve

II.R. 81
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national petroleum reserve, would lift these restrictions on production

and would permit the reserves to be developed in order to meet the

::iotfal energy needs of the nation, including but net limited to national
efense, - ‘ ‘

_ Similar bills, ie., H.R. 11840 and H.R. 16800, were introduced in
the 93d Congress. After extensive hearings held by the Subcommittee
on Public Lands, the substance of H.R. 11840 was approved by the
Subcommittee as part of the broader Public Land Policy and Manage-
ment Act, H.R. 16800. However, no final Commnittee action was taken
on this legislation in the 93d Congress. '

- The Committee is aware of the jurisdictional overlapping of H.R. 49
insofar as the Naval Petroleum Reserves is concerned. A letter from
the Honorable Melvin Price, Chairman of the Armed Services Com-
mittee, on this question is included as a part of this report, together
with the response of the Chairman of this Committee. This Commit-
tee believes that the urgent national need for immediate action to pro-
duce more domestic oil and natural gas weighs heavily against any
further delay through duplicating this Committee’s hearings and con-
sideration. Debate on amendments or a substitute for H.R. 49, offered
on the House Floor, could give the House an opportunity to decide on
a policy for establishment and development of national petroleum
reserves on the public lands. If this is done without further delay,
domestic petroleum production could be increased by 160,000 barrels
per day in less than six months, and 300,000 barrels within a year
according to administration officials. .

The Committee respectfully notes that the House Armed Services
Committee’s Investigating Subcommittee held hearings on Elk Hills
on October 17 and 18, 1973, during the 93d Congress. They recom-
mended that the reserve only be put in readiness for military use. This
Committee is not insensitive to the views and prerogatives of the Com-
mittee on Armed Services; however, the Members strongly urge im-
mediate consideration of H.R. 49 by the House. It is in this format
that H.R. 49 as well as the position of the Armed Services Committee
together with the President’s recommendations in his Energy Inde-
pendence Act of 1975, can be fully and adequately debated and
considered.

U.S. HouSE oF REPRESENTATIVES,
CoMMITTEE ON ARMED SERVICES,
Washington, D.C., March 3,1975.

(Letter from Chairman of Committee on Armed Services to Chairman
of Committee on Interior and Insular Affairs)

Hon. James A. Harry,
Chairman, Committee on Interior and Insular Affairs, House of Rep-
resentatives, Washington, D.C.

Dear Mr. Cuatrman : I have learned that H.R. 49, a bill to author-
ize the Secretary of the Interior to establish on certain public lands of
the United States national petroleum reserves, has been favorably re-
ported by the Subcommittee on Public Lands of your Committee. That
bill would authorize the Secretary of the Interior to include within the
national petroleum reserves the existing Naval Petroleum Reserves.
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As you know, House Rule X, Clause 1(c) (4), grants this Committee
jurisdiction over the conservation, development and use of Naval
Petroleum Reserves. That jurisdiction was reaffirmed as recently as
last October, when the House adopted H. Res. 988. In view of the
exclusive jurisdiction of this Committee, I respectfully submit that
the action taken by the Subcommittee on Public Lands clearly ex-
ceeded its jurisdiction and that of the Interior Committee. Accord-
ingly, I request that the Interior Committee specifically exclude the
Naval Petroleum Reserves from the provisions of the bill when it is
presented for Committee action. I would also appreciate it if you
would call this matter to the attention of the membership of your Com-
mittee by having this letter read when H.R. 49 comes before the
Committee. ' .

In the event that the Interior Committee approves the bill without
specifically excepting the Naval Petroleum Reserves from its pro-
visions, I request that this letter be made a part of the Interior Com-
mittee report on the bill.

Sincerely
" MELVIN PRICE,

Chairman.

COMMITTEE ON INTERIOR AND INSULAR AFFAIRS,
U.S. HousE or REPRESENTATIVES,
Washington, D.C., March ?,1975.

(Letter from Chairman of Committee on Interior and Insular Affairs
to Chairman of Committee on Armed Services)

Hon. MeLviN PrIcE, :
Chairman, House Committee on Armed Services, Room 2120, Rayburn
Building, Washington, D.C.

Dear Mr. CrarMan: H.R. 49, the bill to which you refer in your
letter of March 3, has been scheduled for consideration by the Full
Committee at our next regular meeting, Wednesday, March 12, at
which time I assume the members will be aware of your position since
you provided them with copies of your letter to me.

As to propriety of considering this legislation, we can only operate
under the assumption that we have jurisdiction over a matter that has
been referred to us by the Speaker. The bill of course provides that
no petroleum reserve that includes an existing Naval Petroleum Re-
serve can be established without prior consultation with the Secretary
of Defense.

At such time as any report on this bill is drafted, your request that
your letter be made a part of that report will of course be considered.

Sincerely,
James A. Harey,
Chairman.

Historical Need for Naval Petroleum Reserves Has Changed
In the first quarter of this century four Naval Petroleum Reserves
were created from public lands to assure that, in time of war, the
Navy’s ships would have adequate petroleum supplies. Naval Petro-
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leum Reserve No. 1 at Elk Hills (established in September 1912) ;
Naval Petroleum Reserve No. 2 (established in December 1915) at
Buena Vista are both in California. Naval Petroleum Reserve No. 3
(established in December 1912) is Teapot Dome in Wyoming. Naval
Petroleum Reserve No. 4 consisting of 22 million acres located on
the north slope of the Brooks Range in Alaska was established in
February 1923. Of the first three reserves, only Elk Hills, with 1.5
bﬂl}on barrels, has any appreciable reserve.

The Defense Production Act of 1950, as amended, adequately pro-
tects the nation’s defense needs. Under the terms of that Act. the
President 1s authorized to assign priorities to -any defense-related
contracts or orders, including all fuels. The nation’s entire supply of
fuel could be immediately reserved and held for military use if neces-
sary the minute the President establishes such a priority. Therefore, a
reserve controlled by the Navy, but limited to use only during time of
war, has lost the significance it once had. B
_ Each of the three reserves in the lower forty-eight states is ad-
Jacent to other producing areas. Due to past and present production
Buena Vista has been virtually depleted, with a reserve of only 51
million barrels remaining. Reserves in Teapot Dome are estimated to
be only 50 million barrels. The relative insignificance of the amount
on oil remaining in these two reserves make them reserves for the
N 2}1\‘?17 in nametorﬁllyk. Hill

The case a 1lls is different. It can be put into production
within sixty days. Production of 160,000 barrelg per da£ could be
obtained in less than six months and the reserve is capable of produc-
tion of 300,000 barrels per day within one year. The Comunittee notes
that,thls amount represents approximately 40 percent of the Presi-
dent’s goal of reducing U.S. dependence on foreign crude imports by
800,000 barrels per day within one year. The total reserve is esti-

mated to be 1.5 billion barrels of oil ‘and over 1.2 trillion cubic feet

of natural gas.
Drainage From the Ells Hills Reserve

Navy and Interior officials, private geologists and petroleum engi-
neers, alike, all agreed in testimony that drainage from a partiaﬁy
developed petroleum field is difficult and sometimes impossible to
prevent. Navy, in 1974, and again in February of this year, testified
there was some drainage from Elk Hills. In this regard, two actions
, are now being litigated between the Navy and private oil companies

to prevent further drainage through production from wells outside
of the boundaries of the reserve.

. To prevent such drainage, the Navy must either enjoin the produc-
1‘5‘1‘011 of 01}, on the adjoining lands outside of the reserve, or attempt to
‘Jawbone” agreements with private interests to slow down produe-
tion from, or vacate, active wells, or drill offset wells within the re-
serve and commence their own production. H.R. 49 would permit a
production plan subject to Congressional approval. Such a plan wonld
not only permit production within the reserve but would also free up
production from wells on adjoining lands outside the reserve now
enjoined by court action, thus ending the current litieation. This
would mean an additional production of 20,000 barrels per day of
3111 by private companies on private lands now foreclosed by court
rder.
. H.R. 81
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Joint U.S. and Standard Ol of Ualz'for'm"a Ownership of Elk Hills
Reserve Oil and Gas

The Elk Hills reserve is in joint ownership and, as a vesult of this,
a unit plan contract between the Navy and the Standard Oil Company
of California allocates 79 percent of the ownership to the Federal
government and 21 percent to Standard. Since production ceased
following World War II, standby maintenance has been provided far
the existing wells through an operating agreement between the two
parties which designates Standard as the operator of the field. How-
ever, the terms of the operating agreement permit its cancellation by
either party. On February 14 of this year, Standard notified the Navy
that it was exercising its right of cancellation.

Whether the Navy or another Federal agency manages Elk Hills,
any new operating agreement must be negotiated with another com-
pany. Navy has testified that the unit plan contract and the operating
agreement with Standard are equitable. The unit plan contract would
remain in effect under any plan of production.

Known reserves of gas in Elk Hills exceed 1.2 trillion cubic feet

“which would become available for sale as oil production proceeded.

There appears to be little need to stress the existing natural gas short-
age in the Nation.

Protection. of the Public Interest and Assuring OprTtunity for
Independent Oil Refiners to Have Equitable Access to Oil Produced
on a National Petroleum Reserve

H.R. 49 provides that any plan of production proposed by the Sec-
retary of the Interior from a national petroleum reserve in the lower
{orty-eight states can become effective only after being published in
the Federal Register and submitted to Congress for 60 days during
which time either body of Congress may veto it by adopting a resolu-
tion of disapproval. Any plan of production proposed by the Secretary
can develop and produce such reserves either through a Federal
agency, or by contracting or leasing with a private company on the
basis of competitive bidding only.

The need for variation in any proposed production plans is evident
because of the variations in conditions and circumstances of the petro-
leum reserves and supplies. As was pointed out previously, a reserve
such as Teapot Dome has little oil left, requiring secondary treatment
to recover the remaining oil, while Elk Hills permits primary produc-
tion in several proven zones.

In any production plan, H.R. 49 requires that the small independent
oil refiners, or purchasers of natural gas, have equitable opportunity
to buy the product in amounts suitable to their needs, through pur-
chase contracts limited to a year’s duration. It also provides that any
pipeline carrying oil or gas produced from a national petroleum re-
serve must be operated as a common carrier, thus assuring accessibility
of the pipeline to the small independent companies. These protections
are intended to guarantee small independent companies a viable oppor-
tunity to participate in the benefits of production from such national
petroleum reserves.

Oil or gas produced from a national petroleum reserve cannot be
exported under H.R. 49, except under the limitations and licensing
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requirements of the Export Administration Act of 1969 and, in addi-
tion, unless the President makes a finding that such sale to a foreign
country is in the national interest.

Potential of Naval Petroleum Reserve No. } in Alaska

The Committee finds that early exploration for oil and gas in Naval
Petroleum Reserve No. 4 is essential. H.R. 49 directs the Secretary to
undertake such exploration. However, production is out of the ques-
tion for a number of years due to a lack of transportation. There are
other matters to be considered before Congress makes a final judgment
on the production of oil and gas contained in this reserve. These lands
may have substantial values, including recreation, wildlife and other
mineral deposits, in addition to any oil and gas.

Current oil development in Alaska is principally in the Prudhoe

Bay area. That field involves leases issued by the State of Alaska to
private oil companies and will pay royalties to the owners of the land.
There could well be other fields found as extensions to the Prudhoe
Bay field or in other areas of Alaska which could be developed under
existing law and regulations and would return substantial revenues to
the Federal government as well as to the State and the natives.
. Exploration by the Navy within Naval Petroleum Reserve No. 4
1s presently proceeding at a snail’s pace. Navy has only two explora-
tory wells on this year’s schedule, although they have programmed
24 more over the next 7 years at an estimated cost of $382 million.
Little is known of the potential oil or gas reserves in Naval Petroleum
Reserve No. 4. Estimates range as high as 20-30 billion barrels of oil,
but the Committee recognizes that these are little more than prelimi-
nary estimates until additional exploration has been accomplished.

Transportation facilities for oil or gas from this reserve will not
be possible for at least five years and probably longer. The Trans-
Alaskan Pipeline will begin operation in mid-1977, but any connection
to 1t or expansion of it by looping to carry more than the oil produced
in the Prudhoe Bay field is a major construction effort that would re-
quire another two to four years beyond 1977. A pipeline to carry
;1_atural gas from the North Slope of Alaska would require even more

ime.

It is vital to the national interest to assess the amount and location
of potential oil and gas available in this 22 million acre reserve. There
is the possibility of finding other minerals and there are wildlife and
many other values on this large tract of public land that will have to
be considered. For example, an area on the western side of the reserve
is an historic and current calving ground of the Arctic caribou herd.
The northeastern coastal plain area is considered to be the best water-
fowl nesting area on the North Slope. Finally, lands in and adjacent
to the Brooks Range are highly scenic. These areas should all receive
consideration in any plans for development. In the Committee’s opin-
lon, the Secretary of the Interior is best qualified to make judgments
regarding these other values.

The Department of the Interior administers more than 300 million
acres of public land in Alaska. Some of this land is yet to be selected
by the Natives and the State as permitted in the Alaskan Native
Claims Settlement Act and the Alaska Statehood Act. Much of the
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other public land in Alaska may be designated as wilderness, wild
and scenic river, wildlife refuge, national park or national forest lands.

The Committee believes Congress must determine policy for this
vast area of our largest State, and it believes also that the Depart-
ment of the Interior should be guided by new law concerning public
land policy. Certainly, the Navy should not retain exclusive juris-
diction over 22 million acres of Alaska public lands in the guise of
an essentially unexplored petroleum reserve.

H.R. 49 would direct a more sensible and logical approach to the
consideration of all of the public lands by integrating the management
of Naval Petroleum Reserve No. 4 into the Department of the Interior.
That Department could then determine the oil and gas potential on
this reserve, together with its other values. Congress should determine
all the relative values, including continuation of all or parts of it as a
national petroleum reserve. g -

Meanwhile, production from proven reserves in the lower forty-
eight States could proceed subject to Congressional review of the pro-
duction plans. :

BUDGET ACT COMPLIANCE

Under the provision of Rule X, clause 3 (b), and clause 1 (e) (8)
(c), and sections 308(a) and 403 of the Congressional Budget Act of
1974, the Committee recognizes that some costs will be incurred as a
result of the enactment of HL.R. 49 (see Current and Five Subsequent
Fiscal Year Cost Estimate), but it notes that the income will far ex-
ceed the costs.

CURRENT AND FIVE SUBSEQUENT FISCAL YEAR COST ESTIMATE

Pursuant to Rule XIII, Clause 7, of the Rules of the House of Rep-
resentatives, the Committee estimates the cost to be incurred by the
Federal Government during the current and the five subsequent fiscal
years as a result of the enactment of this legislation would be as fol-
lows:

This bill would mean production of oil and gas from national petro-
leum reserves within the contiguous 48 states subject to a plan devel-
oped by the Secretary of Interior which would come before Congress
for 60 days and be subject to a veto by either body. The Committee
estimates that outlays for developing plans by the Secretary would
not exceed $2 million per year. '

The bill also directs the Secretary of the Interior to explore for oil
and gas on Naval Petroleum Reserve No. 4 in Alaska and report an-
nually to Congress on his findings but does not allow any production.
The Committee estimates that the Secretary of the Interior will expend
nothing during the current fiscal year for exploration of this area, but
up to $50 million may be spent in each of the succeeding five fiscal
years. However, it must be pointed out that these costs could vary con-
siderably depending on the Secretary’s findings as presented 1n his
annual report to the Congress and on the determination by Congress of
the Secretary’s actual needs for exploration in Naval Petroleum Re-
serve No. 4. Even without enactment of H.R. 49, Navy estimates
exploration costs of $382 million over the next seven years. Cost
estimates for H.R. 49 substantially replace Navy’s projected costs.
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US. receipts from sale of oil and gas produced from Natiorial Petro-
feum Reserves would most likely offset these expenditures many times
over. ' : : - :

' ' ' OVERSIGHT STATEMENT

_ Pursuant to Rule X, clause 2(b) (1), the Subcommittee on Public
Lands conducted oversight related hearings during its hearings on
H.R. 49. While the Subcommittee did not find that existing laws were
implemented in a manner inconsistent with the intent of Congress at
the time they were enacted, it did conclude that conditions and cir-
cumstances had so changed that new legislation was necessary and de-
sirable. Based on this conclusion, the Subcommittee recommended and
the Committee on Interior and Insular Affairs agreed (by a vote of 32
to 0) that the national interest demanded the development of new
policy with respect to Federal oil and gas reserves.

No recommendations were submitted to the Committee pursuant to
Rule X, clause 2(b) (2). : '

COMMITTEE CONSIDERATION

In the 93d Congress hearings were held on H.R. 11840 and related
measures on December 18, 20, 21, 1973 ; on January 17, 22, 25, 28, 29,
1974; on February 4, 5, 28, 1974 ; and on March 14, 15, 1974—a, total of
13 Committee Hearings. - - S

In the 94th Congress the-Subcommittee on Public Lands met to
hear and consider H.R. 49 on February 6, 21 and 28, 1975. After dis-
cussing the matter on February 28 the Subcommittee revised the legis-
Jation and reported it favorably to the Full Committeee on Intrior
and Insular Affairs. On March 18, 1975, the Committee on Interior
and Insular Affairs ordered the measure favorably reported, as
amended, to the House by a vote of 32 to 0.

DEPARTMENTAL REPORT

"~ While no formal report was received from the Department of the
Interior or the Department of Defense on H.R. 49, testimony was
taken by the Subcommittee on Public Lands from both Executive De-
partments. Generally, the Administration spokesmen testified that
their Energy Independence Act of 1975, a more general measure, is
recommended. That legislation contains a provision similar to H.R.
49 which aims towards the ultimate development of the Naval oil re-
gerves by the Navy Department. H.R. 49 modifies that approach by
allowing the Secretary of the Interior to establish National Petro-
leum Reserves, including Naval Petroleum Reserves under certain
circumstances, and to utilize the expertise available to him to explore
and develop those reserves under the terms of the legislation.

While the Administration spokesmen indicated a preference for
the proposal, as transmitted, it was clearly understood by the Mem-
bers of the Committee that the Administration strongly recommends
action by the Congress to assure the immediate production of the Elk
Hills area. If the Congress concludes that a solution different from
the one transmitted is more appropriate, the Administration is not
expected to reject it on a jurisdictional basis.

O
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ON THE EFFECTS
OF THE TRANSFER OF THE
NAVAL PETROLEUM RESERVES -

FRGM WAVY -TO INTERIOR

America's indegéﬁdence will be iﬁpariled.

Its citizens lives will be needlessly risked.

Its treasury will be denied billions of dollars.

Its progress on the exploration and development of the resexves
will be delayed.

Its o0il companies will make huge unearned profits.

It will be embroiled in another seﬁéational scandal.

-



The four Naval Petroleum Reserves located at Elk Hills and Buena
Vista Hills in California, Teapot Dome in Wyoming and on the North Slope
of Alaska, contain oil fields of 1 billion, 30 million, 42 million and

100 million barrels of proven reserves, respectively.



RN

As reliable domestic petroleum production continues to plunge and
insecure, foreign imports continue to surge, America's very existence

could depend on the-vast untapped reservoirs of oil contained in the

Naval Petroleum Reserves.



0il is as necessary as blood in war! Without sufficient supplies

of fuel mechanized armies are foot soldiers, air forces are grounded and

navies are dead in the water.

et



The real value of the Naval Petroleum Reserves is not their market
value which is measured in dollars but their security value which is

measured in lives.



If Naval Petroleum.Reserve No. 4 contains 33 billion barrels of
oil, as estimated by the United States Geological Survey of the Department
of the Interior, and if the price of oil is 10 dollars per>barrel the
current market price; thenm the oil contained in Naval Petroleum Reserve

No. 4, alone, may be worth 330 billion dollars.



Under present law, if Naval Petroleum Reserve No. 4 were taken from
the protective custody of the Navy and turned over to the Interior
Department to be leased out to the o0il companies under the Mineral

Leasing Act:

the oil companies would receive 87%%,
the State of Alaska would receive ) ' 11%%,
and the United States Treasury would receive - 137

of the amount or value of each barrel of oil removed or sold.

(See 30 U.S.C. 8 191)



Each of the 220 million Americans could thus own a share of the
Naval Petroleum Reserve No. 4 estimated alone to be worth $1,500.00.
Most Americanms will probably take exception to the dissipation of the
reserves by the Department of the Interior and their exploitatibn by the

0il cowmpanies.



It would be the height of folly for the United States to give away
the immense quantities of 0il in the Naval Petroleum Reserves and then
buy back the same oil at stiff prices for use in the defense of the

nation.
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During the past two years the price of oil including that contained
in the Naval Petroleum Reserves has advanced by a factor of four. Thus
the federal government has profited greatly by continuing to maintain

its reserve policy.



Turning the Naval Petroleum Reserves over to the oil industry
through the conduit of the Interior Department has been attempted un-
successfully in the past. The result was the catastrophié Teapot_Dome
scandal; a monument to political gréft, bribery and corruption‘ét the

highest levels of government, which, it appears, is about to be repeated.
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Inflation is not the first ploy utilized in attempting to take oﬁer
the reserves, only the most recent in a continuing series. During the
preceeding decade, other timely gambits have included: tﬁe reduction of
the balance of payments in 1965, the environmentally acceptable‘avoid—
ance of o0il spills in the Santa Barbara Channel in 1968, the compen-
sation of the Alaska Natives in 1971, and the allevaiation of "energy

crisis” in 1973.
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In 1953, the outer continental shelf lands were transferred from
Navy to Interior. 1Im 1974, more than 20 years later, the Atlantic and
Pacific outer continental shelves remain virtually unleased and un-

developed.
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Interior is at least five years behind Navy in planning for the
exploration and development of the Naval Petroleum Reserves and at least
two years behind Navy in execution.

Congress has already funded two years of Navy's program. Alter-—

ations at this time will lead to further delay.

13

[ 58



The Navy does not contribute to polif:ical campaign funds oil

companies do.
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THE WHITE HOUSE

FACT SHEET
NAVAL PETROLEUM RESERVES

The Naval Petroleum Reserves were created between 1912 and 1921.
Presidents Taft, Wilson, Coolidge and Harding established the
petroleun . reserves by withdrawal of relatively small but selec-
tive acreages of domalin to be administered by the Navy as an
assured defense fuel supply. Congress placed these Reserves
under authority of the Secretary of the Navy on June 4, 1920.

The four reserves are summarized below.

NAVAL PETROLEUM RESERVE NO. 1
ELK HILLS, CALIFORNIA

BACKGROUND

On September 2, 1912, President Taft, by Executive Order,
set aside 38,072 acres of land in the Elk Hills area of

Kern County, California, as Naval Petroleum Reserve 1. This
area 1s 110 miles from Los Angeles and about 30 mlles from
Bakersfield. In the 1940's, the Reserve was enlarged by
Executive Order to 46,095 acres with the government owning
37,554 acres and Standard 0il Company of California (the
only private owner) owning 8,541 acres. The Navy and Standard
entered into an initial Unit Plan Contract in 1944 for the
cooperative exploration, development and operation of all
lands in the Reserve. Under this contract, Navy is entitled
Lo approximately 80% of any production and Standard is
entitled to about 20%.

CURRENT STATUS
The recoverable reserves are estimated to be:

011 - in excess of 1 billion barrels
Natural gas - 1.5 trillion cublc feet

There are currently approximately 1,000 wells with a capa-
bility of producing 160,000 barrels of oil a day. With a
maximum production effort, this area could be producing
300,000 barrels per day by 1977 and perhaps 400,000 in 1979.

Although Congress has not passed a production bill for

Elk Hills, it has appropriated funds, following the embargo,
for the Navy to institute a substantial development program.
This includes an FY '75 appropriation of $42.7 million and
the Navy 1is planning on $4g,5 million in the FY '76 Budget.
Wells are being drilled at a rate of seven per month,
utilizing five drilling rigs. By September, there will be
elght rigs working on the Reserve, completing 15 wells per
month. -

more



STATUS OF LEGISLATION

The President submitted legislation to Congress on January 30,
1975, asking for immediate producticn of Elk Hills under
Navy control. Production would be disposed of as follows:

Sale on open market or exchange for refined products
used by Defense Department.

Replenishing of Defense stocks.
Storage in a National Strategic Petroleum Reserve.

The revenues from the production sales would be deposited
in a special fund in the Treasury to be used for:

Further exploration, development, maintenance and
production of all naval petroleum reserves.

Acquisition, construction, filling and maintenance
of the National Strategic Petroleum Reserve.

The House Armed Services Committee has not yet held hearings
but plans to do so early in April. Representative Melcher
has introduced a bill which would switeh Jurisdiction from
the Navy Department to the Interior Department.

In the Senate, Senator Hatfield has introduced a bill similar
to the Melcher bill. Other bills have been introduced by
Senators Jackson and Cannon. The Senate Interior and Armed
Services Committees have held Jjoint hearings.

NAVAL PETROLEUM RESERVE NO. 2
BUENA VISTA HILLS, CALIFORNIA

Since the precise amount of o0il in NPR-~1 was unknown when set
aside in 1912, a second reservation of 30,180.69 acres in the
Buena Vista Hills of Kern County, California was recommended
after discovery of o0il in this area in 1910. This proposed
withdrawal was immedlately adjacent to a part of the southern
boundary of NPR-1l. President Taft created Naval Petroleum
Reserve No. 2 by an Executive order dated December 13, 1912.

During the period 1920--1923 all Government lands in NPR--2

were leased by the Secretary of the Interior to private
operators under provisions of the Acts of February 25, 1920
(Mineral Leasing Act) and June 4, 1920 (Naval Petroleum
Reserve Act). Subsequent to the Executive order of March 17,
1927, however, administration of all such leases were returned
in control of the Navy.

NPR.-2 1s fully developed and 1is producing at a commercial
rate. It has proven reserves of 15.6 million barrels of
oil. Navy's share of the production is currently 647 BOPD
as royalty.

more



3

NAVAL PETROLEUM RESERVE NO. 3
TEAPOT DOME, WYOMING

President Wilson's Executive Order of April 30, 1915
designated the Teapot Dome area in Wyoming as Naval Petroleum
Reserve No. 3. Unlike the two reserves in California, all of
the acreage here was owned by the Government and there were,
therefore, none of the problems created by the presence of
private holdings.

On April 7, 1922, NPR--3 was initially leased. On December 31,
1927 all of the producing wells on the NPR--3 were shut-in.

The fileld remained shut~in until the period 1951~1953 when

an exploratory program was initiated; thereafter it was shut-in
until 1958 when an offset drilling program was instituted to
protect against drainage by adlacent operators.

There are presently 150 wells on NPR--3 with the capability
to produce 2,000 BOPD. There are known reserves of 42.5
million barrels of oil. The present production is 327 BOPD.

NAVAL PETROLEUM RESERVE NO. ]
ALASKA

On February 27, 1923, President Hardlng signed Executive
Order No. 3797A designating an area of 37,000 square miles
in the northern part of Alaska as WNaval Petroleum Reserve
No, 4. Virtually none of thls area had ever been explored,
but 01l seepages had been reported indicating the existence
of large hydrocarbon deposits.

There are currently proven reserves in NPR-4 of 100 million
barrels of oil and it 1s estimated that NPR--4 contains 10
to 33 billion barrels.

The abbreviated table below provides pertinent statistics on
the Naval Petroleum Reserves system:

Proved Reserves Estimated New Reserves Area

MM/bbls MM/Mcf MM/bbls MM/Mcf

o1l Ges 01l _Gas Acres
NPR #1 1,009.6 1,180 482 300 46,095%
NPR #2 15.6 NA 0 0 30,181+%
NPR #3 42.5 8.0 0 0 9,481

NPR #4 100.1 160.6 10,000-33,000 60,000--192,000 23,680,000

¥ Contains both Government and private titled land. NPR--1 is
under a Unit plan with the Standard 01l Company of California
who participates in the amount of 20%. SOCAL also operates
NPR~-1 under contract to the Department of the Navy.

# # # #





