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~ 
~/~ 

3/7/75 

11:15 Jay French wanted to talk with you about the material 
from Dr. Hoo••· He want. to get a algnofi on 
what he feela •hould be done -- and alao to••• lf you 
want to call Dr. Hooae or if you want Jay to call him. 

ll:-iS Dr. Hoose called and aald he wun•t puahlna at all -­
but wanted to know 1f you have anyoae you would want 
him to •ee while ll4 he'• here - - will be here through the 
10th or 11th - - and then will be goin& back to China. 

Embaaay Row Hotel Rrn. 510 265-1600 

• 

Digitized from Box 38 of the Philip Buchen Files at the Gerald R. Ford Presidential Library
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I 
11:00 a.m. 

, Y"r•Av.: o 
Friday, August 15 ~ 

ed 
Harned i:loose called and ask/that I give you the following 
message: 

He has made excellent progress at the staff level 
on China matters. The matter is being staffed 
through Arthur Armstrong {State Dept.); Michael 
Dunn {CIEP); and Roger Shields {Pentagon). 

The Fluor memo is now on Dr. Kissinger's desk, 
Secretary Schlesinger, Bill Seidman and Mel Laird's. 
These were all set up by Fluor. 

Mr. Hoose is on his way back to China and will be in 
tough with you on his return in about a month • 

• 
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HARNED PETTUS HOOSE 
ATTORNEY AT LAW 

12 9 NORT H R OC KING HAM AVENU E 

LOS ANGELES, CALIFORNIA 90049 

AR E A CODE 2 13 

277·3811 

472 - 2828 

HULlP ... aucuN. OOUI'SIL to 111.E l11fi~Sl0£Nf 

SJ\lfUS? H~OSS! ax ?Hb! :f•&OiL!• s REPUlltlC or 
Cttlr.A (P!'lC) !O FLUOR Ct'mr'OAAi l.C!' ANI.i 1LU<h' 
SNO·I~S AIU> COftB1'ktiCTOHS• INC. (VLU02i)• 
WhlOH ARI U •O• CCkt'ORATIONS AtiD AiUt A ~om;; 
Tft! LA~GIS'.t., lF hOf 'tfti LAfi0£St 1 f~ftfROLIW" 
!NGlfi);~.!Rl~G ANO CONSTl\VC1'100 11!\JlS l!l 'X'it! 
WORLD. TC SU&tUT 11'0 '?HE ?RC BI ~Am:rn 15. 
191St ~BObftlCAL A1W ~USINESS fRCl''OSAU 1 

1. For tu Design. tn11neering and Con•tnc• 
tion ot a &.:a.3or 011 R•fin•ri and i'•tro• 
ohealoal Complex to be »uilt in Nongkc • 
~.aeao or Possibl1 in South Cb~, with 
~oat or All ot the Fe-.detoot (Crud• 011 
and Ga•) to Corte from tJ\a rRC, and 

2. to~ the Joint ownership •nd coop rat1ve 
Operation of \he Ref111.r7 and fetro0hem1cal 
Complex by a Con•ortiua ot u.s. Ch~ioal 
and/'or Petrol.- coa.paniea AottN Together 
with a "Noan1nee·• of 1th• JP·Rc ('rbt.t is, a 
•rront• tor the n,c), 1}roba'bl1· to be a 
Frainent and Slab1tarrt1a1 Chi.no•• R•eident 
ot Hongkong, and 

fLUOK •:s il~UiST }~Of\ rni i"IUUUDElff ts MU tu 
u.s. GOVER~~:a.rct•s SUr1!1Clt. OtJlOANCil AS #riAt 
ill AI~:Pl{vPlUA1'! UNtiE:R APP;.ilCldSt! LAWS Ari.D 
lUWOLATlOMS• AND IF i 'OSSillJLlt, AJ4 Eiti"iU~S.SlON 
or Uf'?i~~{J.::S'l' .MO) l.LJ..lr~t'Ut.SS ·;f(.i eoo aRA?.8 l~ 
··?h!'; ASPEC.lfS 01'~ fHE PROf'OSBD 11.ROJL)C'l.' fttt1Ch 
WILL TOUCH \Jf<.)Jf t a! U • s. lN?!illS.StS AND OUR 
UmRGt Af4D ICOHOJii,IC i?OLICIBS 



HARNED PETTUS HOOSE 
ATTORNEY AT LAW 

.FROMt HARNED FBTTUS HOOSE 

l. Thie memorandum is addressed to Philip • nuchen, because 
ot hie relative ta.m11iar1ty with 'he writer's background 
as to and involvement with u.s. corporations doing bue1nea 
wiih the PRC. A aununaey of the writer's background ia 
attached, ae Appendix I. 

2. It is respectfully reque ted that this memorand nd 1ta 
subject matter be tak•n up with the President. if poa ibl•• 
and also with other appropriate senior u.s. government 
orrioials as may be required. In view ot the 1· c•s requeet 
tor secrecy, it is request d that this matter be handled 
on that basi• at tnia stage, to avoid any poesibil1t~ of 
premature new stories during this p riod or delicate 
negotietions with the P«C. fhe Pac has set a deadline for 
Pluor•s initial and preliminar1 propoaals• rch 15, 1975. 
T11.e PRC request for a Fluor proposal and also the PRC• a 
deadline of ch 15. 19?5 were conveyed to the writer or 
thi• memorandWl very recently in Kwanecnow (Canton), China 
and in Holl6kong. To meet the PRC deadline! the writer will 
have to carry the Fluor propos l to the Ch neee by hand., 
which •ill require departure via air fro th• u.s. West 
Coaat on iarch l)tn. our calendar. That will mean arrival 
in Hong ong late at night on March 14th• Asian oalendar, 
with delivery to be made by hand to the PRC representative 
the· !"ollowing morning, I1Jaroh 15th. 

therefor•, it is hoped that this matter can be handled 
by the White HOU$8 and a.ny other appropriate senior u.s. 
o!fioials, within the n&xt week. The . riter can r Gmain here 
in aehlngton, D.c. for whatever periOd may be neceaeary 
within that we k, it desired, to provide any oral informa• 
tion which may be require~. 

). As is known by George £uah, Chief of th u.s. Liaison 
Office in ?eking (and in particular. by Herb rt Horowitz, 
Cotnmeroial Officer, and William Rop•• Assistant Col\lllleroial 
otrio•r). and also by Philip ~. Lincoln, Jr., Country Otticer 
tor l"RC Affairs. u.s. State Del"''artment, and varioue u.s. 
ott1c1ala at the De~tment of Commerce and the U.S. 
Consulate General in Hongkong1 Fluor ha• been seeking 
buaine s opportunities with the PRC tor the past two year • 

During that period, the writer has r•presented Fluor in 
g neral ~reliminary discussions with PlC petroleum and trade 
officials in China, during six business trips to the P c. 
on two or these trip • the wr1 ter accompanied Fluor exec ..... """""~ 
and technical t ams. General exploratory discussions tQ~k 

'IC 
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HARNED PETTUS HOOSE 
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place in Kwangchow (Canton) and 1n Peking. 

4. Fluor may be well known to ine u.s. go•&rnment. and especially 
to our various adminietr ti ve en ti ties dealing wi·th energy and 
related fields. Fluor has handled a large nwnber of ~,,ajor 
pretrolewn-r alted. engineering and construction projecte through­
out the world. one current tnajor undertaking is Fluor's parti• 
-eipation in the Alaska pipeline work. For the convenience of 
those who may desire additional information as to 11.uor, some 
background materiale a.re submitted herewith• and by reference 
here are Appendix II to this raemorandua. 

s. The writer moet recently was in the i~ac from January 28th to 
February 17th, handling the bueinese interest• of a number of 
u.s. corporate clients, including 1"'1\lor. Dlacussions with key 
petroleum. trade and politic 1 oftioi la in the PRO at that time 
and also with PRC official 1n Hongkong. between February 17th 
and February 22nd, resulted in th• PRC eecret request that Fluor 
submit 1te technical and business proposal to the PRC for the 
major refinery and petrochemical pl"ojeot. outlined belowa 

6. Dtl9£~Rlipn O' $he fropp§eQ (£o3t!l• 
~he scope ot the facility ia to include a grass-roots refinery 
with capacity or two to three hundred thousand barrels per day. 
Most or all of the fe datock (crude oil and gas) is to come 
trom the PHO, probably initially from the Taching and Takang 
oil producing areas and then eventually fro the recently dis­
covered oil producing areas in Kwangtung ~rovinc•, whioh adjoins 
both Hongkong and iii cao. Except tor certain small quantities 
of petrolewn products tor the local area, t'•• majority o:r th• 
output ot the facility will be converted to petrochemical inter­
mediates and finished products. These ethylene and aromatic .... 
based chemioal will be sold to th• PRC and consumed in the 
Hongkong area. 
••h• Hongkong (or · acao) facility is to be owned entir•ly or to 
a major exient by a well-known and. substantial Chinese resident 
ot Hongkong, Thia Hongkong Chinese is very close to and cooperates 
with the PRC. The Chinese "very contid•ntially• have informed 
the writer that the Chinese resident of Hongkong etually is a 
•pftC official.• lie has not been identified yet, but will take 
a Fluor nesotiating team to F•king in late ~arch or early April. 
tor concrete disouseions. 
The ant1Cipat•d cost or the facilit1 will pproximate US$4 billion, 
to US$S billion. As v1e~al1~ed by the PRC, the raoil1ty will be 
one of the large•t ot its kind in the world. The scope of the 
project will requir• th involvement of oonaortiwa of u.s. 
corporations, it the transaction is consummated between Fluor 
(and 1te fellow consortiWZJ members) and the FRC. In addition ,. ··. 
to the substantial earnings by u.s. firms f'or deaisn. engineer! 
ing, conatruotion and equipment, Joint operation of the !ao1l1ty .., 
by the l 1RC•s nominee (•front") and the U.S. firms will foll w, • 

_,_ 



HARNED PETTUS HOOSE 
ATTORNEY AT LAW 

Depending on the negotiated term of the agreement, it 
aeems prob ble that tbe project will result in p troleum 
products and quite probablJ, crude o1l'e being made available 
to the u.s. market. 

If thia project con ummates, also it would appear quite likely 
that the u.s. participants in this project also might well · 
have a favored po ition as to subseouent pro3ects involving 
th PRC (as has been the PttC practice with established working 
partners in th• past), including turth r development or 
the PRC petroleum indu try and turther exploration for oil 
and sa• on the PHC coast. 

7. J&PIDlll Q2mPtl11ign 

8. 

The PRC ha• a.dvise4 us that our competition tor the proJect 
is Japanese consortiwn. Fluor believes that the Japane • 
group may be headed by c. ltoh. As 1e wtll known. tne 
Japaneae government oooperates v&ry substantially with its 
corporation• in situations such as this. 

Fluor t•ela that the u.s. national interests are involved, 
and th t not only substantial sale of o.s. aervicea and 
equipment is involved. but also an important ongoing relation­
ahip with PRC petroleum sectors. with attendant irapl1oat1ona 
as to alternate energy 1ourcee tor the u.s. 
Accordinglv. Fluor hopes that the u.s. government will upport 
the u.s. consortium in ever1 way possible. during the current 
effort io obtain this ma~or busineea tor our own petroleW'll 
industry. 

Initially. 1t is r•spectfully requested that our government 
will indicate ita general and informal approval of the 
u.s, petroleum industry's involvement in the project. and 
w111 render informal advance guidance affirmatively, ae to 
applic ble laws and regulations (tearing on transaot1ona with 
co11U1uniet oountries and other relevant matters). 
A letter troa the ppropriate aenior u.s. official to Fluor, 
1nd1cat1ng the u.s. government's interest and encouragement. 
and possibly generally indicating an interest in rendering 
assistance (tor example. as to ny eemi•bart•r or "1.n-k1nd, • ,,,_. -
i.e., allocation o! crude oil andlor refinery and/or petro- ,, · 
ohemioal produ.cta. •tc.) would be very helpful in a•sistlng ! 
the u.s. consort1wn to cope with the competition from l~ 
Japan, Inc. Fluor would like very much to inelud• such 
letter 1n ita hla.rch l,Sth presentation, it pose1ble. In 
addition, Fluor would appreoiate any affirmative governm•nt 
thinking aa to the po s1b111tiee of Eximbank or similar partial 
•upport in this instance. in which the owner woUld b• a 
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Chineae resident of Hongkong• outwardly ( lthough actually, the "front" tor the r·RC. 

Fluor and the writer feel th t this project haa lar • strategic, energy source, qu.as1--diplomatio and other 1mplicat1ons, all in the u.s. interest . 
The approval, cooperation and assistance or the Pre ident, the u.s. government, and er our ppropriate asenciea are reapecttully urged. 



11.ufo~ for UPI EDICON Panel - The Economic Outlook for 1975 - Oct. 1, "lSl7J·4J 

HARNED PETTUS HOOSE 
(Biographical Sketch) 

Dr. Harned Pettus Hoose, an international lawyer, educator 
and foreign trade consultant based in Los Angeles, was born.and grew 

up in China, where he lived for twenty-three years before the People's 

Republic of China was established in 1949. His father was a Methodist 
missionary and his mother was superintendent of nurses ~t a mission 
hospital in Peking. 
. Hoose was born on Mount Lu [pronounced "Loo"] in Kiukiang 

Province · (pronounced ''Gee-you Gee-yang"], south of the Yangtze River. 

·By coincidence, both that mountain and the provin~e are closeiy identi­

. fied with China's present regime and its rise to power. In the 1920's~ 
the province was the first area in China formally governed for a while 

by China's present leaders; and Mount Lu has been the site. of several 
historic meetings, the most recent of which initiated the struggle 
between Chairman Mao Tze-tung and Lin Piao. 

After an early childhood period in Kiangsi Province, Hoose 
lived for thirteen years in the northern city, Peking. He became 
bi-cultural and fluent in Chinese, and was educated in part·as an · 
American and in part among the Chinese. Hoose rec~ived his A.B. 
degree at the University of Southern California, and then returned to 
China for approximately five years as an officer with our U.S. combat 
troops during World War II . His guerrilla unit, with other similar 
American units in China, was awarded the Presidential Unit Citation. 

Following the war and an LL.B. degree (Juris Doctor, 1967)' 
at u.s .c., Hoose began a law practice which has extended for 25 years, 
with heavy involvement in international trade and business. In addi­
tion, he has served for periods on the law faculties at the University 

of California, Hastings College of Law and variously at the Schools 
of Law, Commerce and Graduate Business Administration, u.s.c. Currently, 

he is a consulting professor of international busin~ss at that graduate 

school . His published works include chapters on U.S. - China economic 
relations, trade and negotiations, in Trade With China (Praeger 1974) 

and Doing Business With China (Praeger 1973) 
Hoose 1 s work for a number of our largest American and inter­

national corporate clients has involved many business trips through-
out Asia and Southeast Asia. Be has handled extensive business trans­

actions in Japan, Korea, Taiwan, Hongkong , Singapore, Malaysia, 
Indonesia, Laos, the Khmer Republic (Cambodia) and the People's Repubi'~c 
of China. · · 

Since late 1971, he has been an occasional voluntary and non­
governmental advisor to the White House and the National Security 
Council. He helped in President Nixon's preparations for the journey 
to Peking, and has provided similar voluntary advisory assistance to 
the White House since President Ford's assumption of office. Hoose 
also serves as an occasional voluntary consultant to our departmeits 

of State and Commerce. 
A number of Hoose's recent radio, television and conference 

talks have been broadcast to Asia by the Voice of America. His 
interviews and reports as to China have been reported widely in our 
national media. Among others, Hoose has spoken before the American 
Society of Newspaper Editors in Atlanta; the Council on Foreign, 
Relations in New York; the Chamber of Commerce and Industry in 
Chicago; Town Hall and · the Center for the Study of Democratic 
Institutions in California; and many similar groups elsewhere 'on the 

West Coast. Hoose also spoke in 1973 before a group of graduate 
students and trade officials at Peking University in China. 

Hoose was in the first handfull of Americans who attended the 

Canton Trade Fair in April, 1972, ~nd he returned to Peking in May, 
1972, as one of the group of five American businessmen who were the 
first to enter Peking after President Nixon's trip to China. Since 
then, Hoose has made six trips to China in all involving seven months 
there. During those working trips, he has worked and li~ed with tl1e 

,Chinese . in· Canton, Hangchow, Shanghai and Peking. In ~ate 1973, , 
Hoose traveled th~oughout South China with and as a guest of senior 
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members of the Chinese government. He is well acquainted with m~.ny 
of China's business an~ trade leaders, among others. A few days ago 
[mid-September, 1974], the Commercial Counsellor of the People's 
Republic of China, Mr. Chang Tsien-hua, and other senior members of 
the commercial staff of the Chinese Liaison Off ice in Washington were 
dinner guests in Hoose•s home in Los Angeles. 

Hoose will return to China within the next few weeks, and 
in addition has just received a cable from trade officials in Peking 
requesting him to stand by for yet another business trip there early 
next win~er. . · 

Propably, Hoose's contacts with the Chinese in the People's 
· Republic in the past two years have exceeded by several times those of 
any other non-Chinese American outside of our own Liaison Off ice in 
Peking. Unlike our government representatives in Peking, Hoose has 
been allowed to mingle freely with the Chinese and has traveled 
extensively in China. 

Hoose, in his capacities as a foreign trade consultant and 
occasionally as an informal advisor on the American side is . in clo.se 
communication with trade and other officials in the U.S. and in Chi~a. 
However, his remarks before the UPI EDICON convention, of course,· will 
be solely his own and will represent the comments and ·view of a · 
private citizen, only . 

" 
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HARNED PETTUS HOOSE 
(Biographical Sketch) 

Dr. Harned Pettus Hoose, an international lawyer, educator 
and foreign trade consultant based in Los Angeles, was born.and grew 
up in China, where he lived for twenty-three years before the People's 
Republic of China was established in 1949. His father was a Methodist 
missionary and his mother was superintendent of nurses ~t a mission 
hospital in Peking. 
. Hoose was born on Mount Lu [pronounced "I.co"] in Kiukiang 

Province [pronounced ''Gee-you Gee-yang"], south of the Yangtze River. 
· By coincidence, both that mountain and the provin~e are closeiy identi­
fied with China's present regime and its rise to power. In the 1920's~ 
the province was the first area in China formally governed for a while 
by China's present leaders; and Mount Lu has been the site. of several 
historic meetings, the most recent of which initiated the struggle 
between Chairman Mao Tze-tung and Lin Piao. 

After an early childhood period in Kiangsi Province, Hoose . 
lived for thirteen years in the northern city, Peking. He became 
bi-cultural and fluent in Chinese, and was educated in part ·as an . 
American and in part among the Chinese. Hoose rec~ived his A.B . . 
degree at the University of Southern California, and then returned to 
China for approximately five years as an officer with our U.S. combat 
troops during World War II. His guerrilla unit, with other similar 
American units in China, was awarded the Presidential Unit Citatiqn. 

Following the war and an LL.B. degree (Juris Doctor, 1967)° 
at u.s.c., Hoose began a law practice which has extended for 25 years, 
with heavy involvement in international trade and business. In addi­
tion, he has served for periods on the law faculties at the University 
of California, Hastings College of Law and variously at the Schools 
of Law, Commerce and Graduate Business Administration, u.s.c. Currently, 
he is a consulting professor of international business at that graduate 
school . His published works include chapters on U.S. - China economic 
relations, trade and negotiations, in Trade With China (Praeger 1974) 
and Doing Business With China (Praeger 1973) 

Hoose 1 s work for a number of our largest American and inter­
national corporate clients has involved many business trips through-
out Asia and Southeast Asia. Be has handled extensive business trans­
actions in Japan, Korea, Taiwan, Hongkong, Singapore, Malaysia, 
Indonesia, Laos, the Khmer Republic (Cambodia) and the People's Republ .. ic 
of China. · · 

· ·\,. ,:'1h Since late 1971, he has been an occasional voluntary and non-
/~ '<J 

!:,;' ~ governmental advisor to the White House and the National Security 
!~ Council. He helped in Preside nt Nixon's preparations for the journey 
1~ ~~~ to Peking, and has provided similar voluntary advisory assistance to 
~ the White House since President Ford's assumption of office. Hoose 

also serves as an occasional voluntary consultant to our .departmen'ts 
of State and Commerce . 

A number of Hoose 's recent radio, television and conference 
talks have been broadcast to Asia by the Voice of America. His 
interviews and repor ts as to China have been reported widely in our 
national media . Among others, Hoose has spoken before the American 
Society of Newspaper Editors in Atlanta; the Council on Foreign 
Relations in New York; the Chamber of Commerce and Industry in 
Chicago; Town Hall and'the Center for the Study of Democratic 
Institutions in Calif ornia; and many simila r groups elsewhere 'on the 
West Coast. Hoose also spoke in 1973 before a group of graduate 
students and trade off icials at Peking University in China. 

Hoose was in the first handfull of Americans who attended the 
Canton Trade Fa.ir in April, 1972, and he re~urned to Peking in May, 
1972 , as one of the group of fiv e American businessmen who were the 
fi r s t to e nter Peking after President Nixon's trip to China. Since 
then , Hoose has made six trips to China in all involving seven months 
there . During those working trips , he has worked ·and li~ed with the 

,Chinese in· Canton, Hangchow, Shangha~ and Peking. In late 1973, , 
Hoose traveled throughout South China with and as a guest of senior 
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members of the Chinese government. He is well acquainted with ma.riy 
of China's business an~ trade leaders, among others. A few days ago 
[mid-September, 1974], the Corrunercial counsellor of the People's 
Republic of China, Mr. Chang Tsien-hua, and other senior members of 
the commercial staff of the Chinese Liaison Off ice in Washington were 
dinner guests in Hoose's home in Los Angeles. 

Hoose will return to China within the next few weeks, and 
in addition has just received a cable from trade officials in Peking 
requesting him to stand by for yet another business trip there early 
next winter. . · 

Pro~ably, Hoose's contacts with the Chinese in the People's 
Republic in the past two years have exceeded by several times those of 
any other non-Chinese American outside of our own Liaison Of £ice in 
Peking. Unlike our government representatives in Peking, Hoose has 
been allowed to mingle freely with the Chinese and has traveled 
extensively in China. 

Hoose, in his capacities as a foreign trade consultant and 
occasionally as an informal advisor on the American side is . in clo.se 
communication with trqde and other officials in the U.S. and in China. 
However, his remarks before the UPI EDICON convention, of course~ will 
be solely his own and will represent the comments and ·view of a 
private citizen, only. 

'· 
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Wednesday 3/5/75 

9:25 Dr. Harned Hoose called at the suggestion 

of Geoff Shepard (Dr. Hoose's nephew). 

He has just come in from Chicago and there is something 

he feels is absolute dynamite which has occurred in 

China - - and he would like to come in and talk with you 

about it. 

He is staying at the Embassy Row Hotel • 

I have scheduled an appointment for him today 

(Wednesday 3/5) at 2 p.m. 

(((Just to refresh your memory - - attached is your 

exchange of correspondence with Dr. Hoose))) 

• 

Meeting 
3/5/75 
2 p.m. 

265-1600 
Room 510 
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~·1arc!1. 1 1 1975 

Daar Harn: 

Many thanka for your interesting and infor.:aative letter. 

:r um v ery glad that you -were a~la t o aattlg · the c ompli­

C:ltad diaputa .a.rising f rom the i.."'aport:.a of Chinese 2-hrbap. 
1i'he success is indeed a tribute to your good relations 

with tha Chinese tmd your skiJ.la as a nE?9otia·tor. 

Insofar as .I am a.bl.a to have any i.nf lu-ence b auch 

.oat.ters 'I shall he ~re tP..an happy to. cits your 

experiences and familiarity wi'l:h the C-'ftln.ese aa they may 

~la ta to our future relations "'Hi th this .biportant Nation. 

We vexy mu.ch anjoyed our eve.ttln9 with you at Geoff. Shepard•3. 

home and to 1earn that we had frisnr.'.is in common from · 

rti.chlgan. I reqret that Geoff is no longer in the White 

House but inasmuch a.a he will. ba remaining in Waahin-gton, 

.I trust I will ·ba able to see him often. -

ilU.."lll:Y and . .! send our warmest regard$ to you and your wifa .. 

Sincerely, 

Philip w. Bucben 
Cou."lSel to the President 

.M.r. Earned Pettus Hoo-ae 
129 North _Roc:king.h.am Avenue 
Los Angeles, Ca.li!ontla 90049 

PBuchen:sk 3/1/75 
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Pr.il Buche::i 
Counsel to the President T':te White House 
Washington , D. C. 
United States of America 
Dear Phil : 

BlNGUAN 

K ~N2L ~-tgC fl O\~i 
People ' s Republic of China Feb~uary lh , 1975 
u.s,,~;o -~-'.5clress: 
129 ~a~t~ ~ ockingh~~ AYe. Los Anzeles, Calif. 90049 (213) 472- 2828 

~y wife and I so much enjoyed the evening with you and your 
wife at the home of my nephew , .Geoff Shepard and his Saundra , 
last December 18th. The visit with you is a pleasant memory , 
and it was expecially interesting to find that we know a number 
of people in Grand Rapids and Eolland , in common - including 
our memories of the formidable Katie Cheff ! 
I have been here in China fer three weeks , this time - the latest 
in a series of trips h ere representing various U.S. corporations 
in t~eir trade and busine ss with China . 
This trip involved something of importance tc t he U.S. , and its 

. ~ -L • • . • -Lt P l ' ~ ' l " ~ nh . I b 1 • ' 1 • 

reia~ions wi~n ~ne eop_e s rtepuo ic 01 ~.ina. e~iave ~n1s 
di~ect report may be of interest to you and to the President . As a brother lawyer , and also in your present very responsible 
capacity , I want to tell you directly about the excellent result 
achieved here in a major trad~~g crisis which threatened our 
U.S. - China trade. Phil Lincoln . China Desk at State , George 
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Bush and other have been fallowing theproblem closely becaus e of 
its impact on overall relations with China. The crisis arose 
because a substantial Chinese shipment of frozen shrimp (U S$1 , 200t000o00) was rejected by our FDA as below our standardsa 
The Chinese quite naturally took the position that the problems 
(spoiling ) must have occurred e~coute , and declined responsibility. 
Cur U.S. buyer , Seabrook Foods , Inc. and its insurance carrier , 
Insu~ance Company of North America , faced losses of approximitely 
$1 , 000 , 000.00 in U.S. dollars , and nc.turc.lly threataBed liti­
ga tion against the Chinese , or at least formal adversary arbi~ 
~r2+inn ( •Nh1·c~ +h e C'ninc - o r 0 ~~~~ as ~os+i"le a~d r epuunan+ +o 
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8!NGUAN 

c.ge of Chin~se food i mpor ts ·:.2. :s -..1i thdrawn , and our insurar.ce 
in~ustry was on the verge of ref~ sing insurance coverage as to 
all Chinese i~ports subject t o ~DA clearance , because of what 
was t 11ought to be China ' s un~i~~i~gness to t~~e responsibility. 
I:-: t~-. 2 s-. .r2n.-~ 01~ li tiga~ion a~d/o~ bec2use of toi:al 13.C~-< o:'""' 
essenti_l insurance, a b~~ak~aw~ in all U. S. i mports from Ch i na 
was inminent , with o~vious reciprocal breakdown in China ' s 
purchases from the U.S . to follow , in response . In my personal 
but well informed opinion , th~ wheat sales ' cancella tions were 
related to our crisis , and -;::r~·e grave dispute on the frozen 
s hrimp matter also threatened our overall relationships , in 
substantial degree . What ha~ begun here in China with ping 
pong ball s was threatened by a dispute a s to shr imp ! How 
ironic - but we a l l remember ~he fam ou s War of Jenki n 's Ear i n 
England ' s early history . 
Seabrook Foods , Inc . and Insurance C o~pany of North America , 
apparently becau se of my twe~ty-th~ee years in Chi~a and my 
c ontinuing friendly relati onsh~ps wi~h the Chinese , r etaine d me 
a3 co~nsel to handle the dispLl~e . I was gr eatly assisted by the 
i n formal concern and advice of Phil Lincoln and others at State , 
and alsc by Ambassado~ (Retirej) Chris Phillips and others 
at our National Council for U. S . - China Trade . Other valuable 
assist~nce was ren~ered by ~y S~irese friends and key contacts , 
variously in V/ashington , D. CDJ New York , Canad::i.. and Hongkong e Our ini tial mo•rn was towi t!'!.dra''i all threats of li tigation , arid 
to seek an amicable resolutic~ through friendly negotiationso . 
fiassive data as to the passage of t h e shrimp from China via Japan 
to New York•se::::-:eo assembled , a:::d ·ne devoted over two months t o 
the prepa~ation of FDA data , U. S . standards , U. S. laboratory 
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storage , testing and other pr ocesses i nvolvedo I t ook s tate­
rnen~s fro~ all available witnesses in North America , and collected 
all applicable files in vari ous u.s g and private offic es p After the nadir , involving a c 2.ble from China ·dec l ining any 
r esponsibility , gradually we ac'.'lieved a situa t ion in which the 
Chl!i.e se ·were willing to dispose of the question throughfriendly 
negotiations i n China . I came .here as Chief Negritiato~ for 
Seabrook ?oods , Inc . on January 28th , with credentials also from 
t he Seabrook Chairman and Board . · As a c ourtesy to our Chinese 
friends , who do not recognize any i nsurance c ompany ' s involve­
~9nt or subrogation , my role a lso as a r epresentative of 
I ns'...tranc e C omp?.ny of i'l<='.rth Arr: ~rica was discarded at the Bo:!'.'der , 
te~pcrarily ( to ~e resu~ed upo~ ~y exit !)o Also on our 
n egotia ti~g team were fhurry 3erger , President of. Seabrook Foods , -
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BING .JAN 

I ~~ very pleased to report ~c y~u and possibly through you > tc the President , that the c~is~ s has b~en resolved ; insura~ce 
coverag~ by Western World firms of China ' s sales to the U.S.A . ~ill t e re~i~sta~ed ; i~por ~s ~r2~ China to ~~e U.S .~. s~~ 
c=-,:.--1ti.r:.t;.e ~ I rnust co~pli~.:e:it l:~:.e Chin'= Se c~ tr·_e ir fair and resp:nsible handling of the ~irs~ serious dispute on a major commercial natter with the U. S . A., involving China ' s products . Although this case involved th~ lowly shrirnf , I feel its enormous impact on U. S . - Chi~a friendly relations warrants this direct report to you and t~e Pres ident . 
I feel strongl y t hat this a~i8abl e settlement by our Chinese tradi~g partenrs , fel l owing t::.eir tough attitude in the wheat blight situation , reflects their goodwill ant their responsible 
approac~ to world trade . T~e~ ~ade this goodwill besture , in a spirit of friends~ip a~d on the basis of what is mutually beneficial for our two peoples and countries 1 as th~y expressed i -: G 

The Chinese we l l deserve reciprocal fair treat~ent by the U. S.A. , in every way possi~le , including the early granting tc China of "r.;os t Favored I'i2.tic'.1" status , in return. for sirr:ilar and ot~er concessions we desire from the Chinese. Please be kind enough , Phil . to convey ry views in this respect to the President , if you will. 
.~ As for myself , although I do ~c~ share the Chinese ideologies and am a loyal A:nerican , I an ~'.".ankful that r,..y birth and twenty­three years in China , my bilir:gual a:-id bicultural_condition as between the U.S. and China , and my abili~y to understand and communicate well with OUT Chi~ese friends , all ' ha d equipped me to be of some real servi8e inthis cr i sis. 

As you may know » Iwoul d like vary much to be of some official and for~al service to the Ad~inistration with respect to China , 
if ever needed. Please call on ~e if the need should arise·o 

Sincerel y yours , 

"Harn" 

Harned Pettus Hoose 
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MEMORANDUM 

S0P.f FID:SP'f TL'\ L 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

August 19, 1975 

DONALD RUMSFELD 
PHILIP B UCHEN 
WILLIAM SEIDMAN 

Brent Scowcroft ~~ 
· Mr. Harned Hoose 

5112 
ACTION 

In the past your offices have been contacted by a Mr. Harned P. Hoose, 

a Los Angeles businessman actively engaged in trade with the People's 

Republic of China. We have had dealings with Hoose for several years 

now, and have discovered that he typically uses very casual and self­

initiated contacts with White House officials to promote his own com­

mercial activities with the Chinese in a very self-serving manner. 

Mr. Hoose is c~Hrently trying to broker <i. vP.ry large investment project 

in Hong Kong involving the construction of a petro-chemical complex by 

the Fluor Corporation and financed with American money. To be success­

ful, this project would require support from the People's Republic of China; 

there is no evidence that Mr. Hoose has the support of Chinese officials 

which he claims to have. Without commenting on the merits of the project as 

a purely commercial venture, we are concerned about Mr. Hoose' s efforts 

to link up his investment scheme with the ·political dimensions of the 

President's forthcoming trip to Peking. 

Given the manner in which Hoose has misrepresented his contacts with 
White House officials in the past, I strongly suggest"that any attempts by 

Hoose to contact you directly be diverted and that he instead be referred 

to the appropriate official at the Departnrent of State concerned with our 
economic relations with the PRC. That official 1 s name is Mr. Philip 
Lincoln, and his telephone number is 632-2656. 

DECLASSIFIBD 
E.0. 12958, Sec. 3.5 --

. NSC Mem~24/98, State Dept.'1rJ-f°es 
By hi , NARA, Date :.- (J() 
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ACTION 

In the past your offices have been contacted by a Mr. Harned P. Hoose, a Los Angeles businessman actively engaged in trade with the Peopl e 's Republic of China. We have had dealings with Hoose for several year s now, and have discovered that he typically uses very casual and self­initiated contacts with White House official's to promote his own com­mercial activities with the Chinese in a v ery self-serving manner. 

Mr. Boose is cur:rently trying to broker 8. very )arge investm.ent project in Hong Kong involving the construction of a petro-chemical complex by the Fluor Corporation and financed with American money. To be success­ful, this p1·oject would require support from the People 1 s Republic of China; there is no evidence that Mr. Hoose has the support of Chinese officials which he claims to have. Without commenting on the inerits of the project as a purely commercial veniure, we are concerned about Mr. Hoose ' s efforts to link up his inves~ent scheme with the ·political dimensions of the President1'$ forthcoming trip to Pelting. 

Given the manner in which Hoose has misrepresented his contacts with White House officials in the past, I strongly suggest "that any attempts by Boose to contact you directly be diverted and that he instead be referred to the appropriate official at the Deparhnent of State concerned with our e~cmomic rcla~ons with the PRC. That official's name is Mr. Philip L1ncoln, and his telephone number is 632-2656. 
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DECLASSIFIED 
E.O. 12958, Sec. 3.5 

NSC Mem~4/98, State Deptf»j~~nes By lJ/ , NARA, Date(J() 



/ Oetemuned to be ~n ~~ 
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.1!!!Jt __ NARA, Date 11'1J 1 ' 

HARNED PETTUS HOOSE 
C ABLE ADDRES S 

HARN HO OSE 

By Hand - July Jl , 1975 
-60fffIJ5?!!WfIA:E:r- - PERSONAL 

Philip W. Buchen 
Counsel to the President 
The White House 
Washington, D. C. 

ATTORNEY AT LAW 

129 NORTH ROCK INGHAM AVEN U E 

LOS ANGELES , CALIFORNIA 90049 

AR EA C ODE 213 

277- 3811 

472-28 28 

The Watergate Hotel - Rm . 611 
(202) 965- 2300 

Dear Phil : 
Re: Political Gains Available to President Ford 

in Connection with the China Refinery Project 

Enclosed is your information copy , which last Monday you suggested I 
send you, of my memorandum report for Fluor Corporation to the State 
and Commerce Departments and to Brent Scowcroft , dated July Jlst . It 
deals with Fluor Corporation ' s negotiations on behalf of a U. S . Con­
sortium of construction, oil, chemical and banking companies , with the 
People ' s Republic of China (PRC), to build for China the world's largest 
refinery and petrochemical plant in Hongkong , where it will use PRC 
feedstocks (crude oil and natural gas) . 

The negotiations have been successful , after four months of continuous 
sessions variously inside China and in Hongkong . As you know, since I 
speak Chinese fluently and was raised in China , gaining a bicultural 
background as to the U. S. and China during my twenty-three years there , 
I am Fluor Corporation ' s representative to the PRC and handle a senior 
position on the Fluor Negotiating Team, as its Liaison Man to China ' s 
senior government officials and to the other PRC trade representatives . 

Fluor Corporation heads t he Uo S. Consortium , the leading companies of 
which include Bank of America , Chase Manhattan Bank, Phillips Fetroleum 
Corporation and Union Carbide Corporation. The project not only greatly 
affects our relations with the PRC, but also will bring the U.S . a 
US$1J . 6 billion balance of payments credit; an alternate source of 
petroleum and pe trochemical products (which can offset the squeeze by 
the Middle-East oil countries), of great significance to U. S. strategic 
interests in the Western Pacific , East Asian, South China Sea and Indian 
Ocean areas , and also of importance to the U. S. in its search for greater 
and alternate energy sources . Because of the project ' s importance and 
also because the PRC demands secrecy at this stage , the U. S. Consortium 
inter-company communications all are being handled at the nighest executive 
level: By J . Robert Fluor , Chairman of Fluor Corporation (who also is 
a member of President Ford ' s Export Council); David Rockefeller, Chairman 
of Chase Manhattan Bank; Chauncy J . Medberry , III, Chairman of Bank of 
America; F . Perry Wilson, Chairman of Union Carbide Corporation (who 
also is a member of President Ford ' s Export Council) ; and Wm . C. Douce , 
President of Phillips Petroleum Company o 

Because the project has great political potential in support of the 
President and if handled properly can bring the President , personally , 
great credit in the fields of his international policy and his domestic 
economic nolicy , I urge you please to read the enclosed memorandum , 
personally. To facilitate that , I have deliberately prepared a Table bf' " <,. 
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HARNED PETTUS HOOSE 
A TTORNEY AT LAW 

Contents containing the essential information , which can be read in 

less than five minutes . In addition , the essential details a r e 
underlined in the memorandum , itself . 

A~ you s:-iggested , I am handlin? the initial "staffing" and the strictly 
diplomatic and trade aspects directly with State and Commerce . How­

ev~r I cannot speak with the people there about the political aspects, 

which I f eel strongly can help us to get the President elected next 

year . On the strictly political aspects , and because I feel strongly 

that s ome circumstances involved in this massive project offer an 
excellent potential for the President personally , won ' t you please 

let me have a confidential session with you face - to- face and simply 

as two individuals mutually interested in helping President Ford 
prepare for next year ' s election? Perhaps you might find time for 

that , after you have had a chance to read the Table of Contents , in 
the enclosure . 

Here a r e a few points you might consider , Phil : 

1 . On the Political Issues Affecting Our Domestic Economic 
Policies : The U. S . Consortium - China project in Hongkong 

will provide the U. S . with a US$1J . 6 billion balance of payment credit; 

140 , 000 man- years of directly related employment within the U. S . , 
and with the multiplier effect on indirectly generated employment , 
Fluor ' s statisticians estimate that the figure could reach 560 , 000 

man- years ; the full - time and continuous use of 44 U. S. cargo ships 

for four years , between U. S . and Hongkong ; and nation- wide industrial 

and employment involvement . The economic aspects of the project 

might be of interest to L . William Seidman . From the political view­
point , the.President can make the economic aspects a strong plus with 

the voting public , as an example of our anti - recession but non­
inflationary steps in supporting private industry , and as another 
example of improving economic conditions , just before the election . 

Although I am a moderate and middle- of- the- road Democrat , I supported 

the Nixon economic and foreign policies and also support those of 
President Ford . We need President Ford for the next four years . 
It would be unfortunate and unnecessary politically if this project 

should receive its initial support from the opposition, and also it 

would be poor politics , in my view , for this Administration to fail 

to take the justifiable credit for the project and be subject to the 

opponents ' inevitable charge that the project succeeded wholly on its 

own , and without Administration planning and support . 

2 . In the energy field , the project will provide the U. S . and 

its allies with a very large alternate source of petroleum and petro­

chemical products , in Asia ( suitably far from the USSR and the Middle­

East ), not far from Diego Garcia , for example . That aspect has ·poli ­

tical overtones , in addition to its own merits . The President should 

receive the justifiable credit . Perhaps Frank G. Zarh should become 

involved with the project . · t' . r 4~~ 

J . Other significant aspects , all with political overt~s , ~ 

are discussed generally at pages 32- 33 of my memorandum . Altho~h I : 

cannot discuss political aspects at State or Commerce , the proje:x.l_,P 

offers another good answer by President Ford to his occasional 
"detente critics ," to those feeling that our China affairs are static, 

and to those who say the President ' s trip to Peking will be barretl· ... 
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HARNED PETTUS HOOSE 
ATTORNEY AT LAW 

J o J . Robert Fluor , Fluor Corporation Chairman , is a 
strong supporter of President Ford ' s . Also , as mentioned, he is 
a member of President Ford ' s Export Council . Bob Fluor is a major 
financial and political supporter of Republican causes , especially 
in California and on the West Coast . Also , he is close to Barry 
Goldwater and David Rockefeller o Bob Fluor feels strongly that this 
project has reached a stage at which President Ford and his senior 
Assistants should be involved , in view of the great economic impact 
and the international and political aspects . In due course , either 
via David Rockefeller or via Barry Goldwater, Bob Fluor will request 
that he , I and three other key Fluor men involved at a senior level 
in this major project with China , be granted a meeting with the 
President . Hopefully , the meeting can be scheduled some time after 
the President returns from Europe , but prior to August 15th , when 
the Fluor Team must return to Hongkong and China to work on the 
project negotiations . Still in complete confidence and off- the­
record between us , Phil , from the political viewpoint - as well as 
on the merits - it would be in the President ' s interest to see the 
Fluor men led by J . Robert Fluor . I hope you will give thought to 
that and , if you agree , help . 

As you suggested , I am working directly with State and Commerce 
on the routine international and commercial aspects of this matter . 
A Fluor senior team is joining me here in Washington next week , to 
assist in that work o Also , I plan to speak to Brent Scowcroft, whom 
I have met with in the past , about the high level oral messages I 
have been given by China to convey orally to President Ford , or to 
someone in a position to assure me that the message will be conveyed 
directly by him to the President o 

But I have not discussed the polit~cal aspects with anyone other 
than you , and you are the only recipient of this letter and of the 
thoughts expressed through the end of numbered Paragraph J , above o 
If you are so inclined , after reading this letter and the memorandum ' s 
Table of Contents , you alone have the ball in the political areas 
I have mentioned , Phil . Please let me have your thoughts . I shall 
be at the Watergate Hotel, Rmo 611 , until around August 15tho 

Just in case you might decide to involve any others at the White 
House informally and pending the "staffing" now in process at State 
and Commerce , I am enclosing three additional copies of the 
memorandum . 

Hope to see you this trip - and many thanks for the tele phone call 
and the time you took to make it, last Monday . 

Sincerely yours, 

- t;;I.·· -Har ed P:ttus Hoose 

-3-
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Because of the Great I mpact of the Project 
on the U.S. Economy , Suggestion That the 
Fluor Team Also See L. William Seidman , 
Assistant to the President for Economic 
Affairs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Because a Major Alternate Energy Source is 
Involved and Will Be Created and Tapped 
~y This Fluor Project in Hongkong with the 
? RC, Suggestion '11hat the Fluor Team Also 
See Frank G. Za rb, Administrator, Federal 
Energy Administration ••.•.•••..••••••.••..••.••. 

Status Renart, Description of the Proiect and 
Steps in Process, Identification of Entities and 
I ndividuals Involved , and Analysis ; and Report 
as to PRC Ina uiries and ~essages About the 
Project ........................................... . 

As a "Quick-Scan Device," the Essence of the 
Memorandum Rsport is UnderJined 
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Requires Absolute Secrecy as to this 
Proj ec t o••••••••o•••••••·•• • ••••••••••••o•• 

2c The PRC is Handling this Pro j ect Simul­
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Normal State Tr a ding and Business Corpora­
tions; and ( 2 ) Through a Secretly Function­
ing "High Political Channel" (Al so Called 
the "Yeh Chien-ying Channel " or Simply , 
" The Channel, " Headed by One of China ' s 

· Highest Officials·, Marshall Yeh~Chien-ying , 

Apparently in Cooperation with Vice Premier 
Teng Hsiao-ping ·• ••••. D ••••••••••••••••••••• 

A. The Normal State Trading a nd Business 
Corporations Channel ••• c• •••••••••••••• 

(1) Hongkong Chinese "Patriots" 
Who Will F'ront for the PRC 

Henry Y. T. Fok (Ho Ying- tung ) 

( 2 ) PRC . State Trading Channels in 

• • • • 

Hongkong •••••.•.•• • ••••••. • ••••.. 

(3) Chinese Advi sors a nd Assistants 
to the Henry Y. T. Fok Group ••••• o 
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(4) Fluor ' s Work and Contacts with 
the Above Normal State Trading 
and Business Channels, 
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(5) Status of the Project , According 
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B. A Publ ic Announcement Will Be Made 
Either : ( i) Soon Afte r President 
Ford ' s Visit to Peking , if U.S. -
PRC Relations Continue to Be Friendly, 
and if No Unexpected Dif ficulties 
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Arise Before Then.... . .... . . .. ... . ..... 19 
Or ( ii) the Public Announcement and 
Implementation of the Project Will 
Be Earlier Than the President ' s 
Visit , if the U.S. Can Provide the 
PRC with Some Suitable Trigger Device 
or Propaganda Excuse for China to 
Use with Its Senior Cadre, Its People 
and Its Alli es •• • •• • •••• •• ••••••••••• · 19 

1. The Kind of Trigger Device the 
PRC Wants , Described ••••••••••••• • 19 

2 . It Does Not Require Recognition , 
Exchange of Ambassadors , Abrogation 
of the U.S. - Taiwan Treaties, or 
Pin"'.:/ Sttcl: G:ra ... \:-e o.r: Co:r1t;ro·vE:!1~sia~l 
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b . Blocked Funds and Frozen 
As sets •• • · O • •••• • . •••••• • ••• ., • • • 20 

c •· 

d •. 

Removal of All Armed Forces 
of U.S . From Taiwan •••.••••••• 

Or Some Similar Token and 
Fr iendly Public Gesture o••• ••• 

C. Evolution of the Affirmative Decision , 
Wi thin the PRC •••••••••••• • .•••••••• • •. 

In Addition to a nd Apart from the Fluor and 
PRC Hongkong Project Informat ion and 
Inquiri es Conveyed Via Lhe Yeh Chien-ying 
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4 . ( Continued) 

Cert ain Or al Messages f r om Yeh Chien- ying 
and His Group , With Respect to Informal 
and Off- the- Record Suggestions and Inquiries 
a s t o Possible Sol u tions of the U. S . - PRC 

PAGES 

Problems, Incl uding the Taiwan Question........ 2} 

The Oral Messages Are Secret, and 
Hoose Promised the Yeh Chien- ying 
Channel That: 

A. They Would Be Kept Secret , 
Excepting from the President and 
His Most Senior Releva nt Assistants 23 

B~ And That Hoose Would Do His Utmost 
to Del i v er Them as Soon as Possible 
and in a Manner That Will Assure 
.'rheir Rf£tl.I21....by the PresJden~!· 
Hims e 1 f' o •••• c ••••••••••••••• o • • • • • • • • • 2 J 

In View of the Messages' Subject Matter, 
Contents, Origin and Intended Recipient, 
of Course , Their Contents Are Not Known 
t o Flu or Corporation ••. ..• •• • •••.• ••. •••. .•• • 23 

However , t he Fluor Team Leaders Were 
Told in Hongkong by One or the Yeh 
Chien- ying Channel Members That 
Messages from Them to President Ford 
Have Been Given to Hoose, Although 
t he Contents Cannot Be Disclosed to 

Fluor Corporation ••• • • • •••••••••• •••• ••·• 2) 

Prior Messages from PRC Officials 
Were Given t o Hoose in the Past , for 
His Secret Conveyance to the President ... 23•28 

Hoose's Special Contacts with Certain 
"Politica l Cadres" in the PRC • o• •o••••• • • 23 

Prior Reports to the White House •o • ••• •• ~ 23 

Examples of Those Special Contacts ' 
Roles in Hoose!s Business Work with the 
PRC , When Those Contacts Felt That Their 
Assistance to Hoose Was in the PRC 
Inter~est ~ ~ o ••• • • ~ ~ . ~ o o" o ~ · ~. "'5 9 . o ~ ... .;; •• • o. 24 
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An I mportant Message in t he Pas t 
Was Conve ed the PRC Via Hoose Via Hai ) 
t o President Nixon Messa e 
Generally Identified But Subject 
Mat ter Not Di sclosed Here , of 
Course ) O •• ••• ••• •• •••••• •• •• • •· ••oo•••••· · ~o 25 

The Chinese Reasons for Conveying an 
Important Oral Message from the PRC 
Government t o Our President , Via a 
U. S. Civilian , Without Portfolio, Rather 
Tha n Via the Usual Di plomatic Channe l s 
or Via Some Officiall y Recognized Channel 

The American Viewpoint as to Civilian 
Messengers Between Governmen~ ~ Some 
Aspects of Hoose's Background , Tending 
to Satisfy th e American Criter ia Here 

• 0 0 • 26- 28 

Applicable ····~··••• •••••• ••••• • •• •••• • •••• •• 28 

r, r,... - .... ,.:;. t "" n - .,.., ' ' - ~+ -f'- r c:.1·1 "p·v~ o~+ ... - ~ +•r + n Lv vi:::> ....... u J.\.C'-1 Vt. C...t.J..,, ..,_ \.)....... ~ V J.: L vUll...L '-''-1 ..,,. .... 

Deliv er the Message , as a Loyal arid 
Patriotic American • • • • • • • • • • • • • • • • • • • • • • • . • • • 28 

Descri tion of the Fluor and PRC Pro·ect 
Hongkong Refinery and Petrochemical Complex ) 

a nd of the U. S. Consortium Headed by Fluor 
Cornora ti on •.. •-• ••. o •• • ••••••••••••••••••• o o. 

A. The Project (Described and Data Given) ••• 

·B. The U. S. Consortium 0 0 0 0 • 0 • 0 • • 0 • • 0 0 • • • • • 0 • 

( 1 ) The Consortium is Led by Fluor 

28- J O 

28- 29 

29- J l 

Corpora-cio,n _ •• •• • • •••• •• • • ••• • •• •·•O• 29 

Brief History of Fluor's Ef forts • •• • 29 

Description of Fluor Corporation ••• • JO 

( 2) Other Members of the Consortium 
Selected to Date •• ••• •••• •• • •.• • • •• 

In view of the secrecy required by 
t he PRC, onl y the respectiv e cor­
porate Chairmen and/or Presidents 
of the corporations involved in 
the Consortium are in communication 

JO-Jl 

as to the project • • • • • • • • • • • • • • • . • • . JO 
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5. (Continued ) 

( 2 ) Other Members of the Consortium 

Selec t ed to Date ( Continued ) 

The Other Consortium Members 

- Identified (With Names of 

Their Most Senior Officers, 

Who Are Personally involved 

wi th the Project) •••••••••••••• •••• Jl 

ao Phillips Petroleum Company •••••• ••· 31 

By Wm. C. Douce, President •.••••• Jl 

bo Union Carbide Coruoration ••• ••••••• 31 

By F. Perry Wilson, Chairman 

of the Board ••.•••••..•••••• ••• . Jl 

Note: F. Perry Wil son) also 

ra:s-is J. Robert Fluor is a 

lv1e111ber o f rresidcnt Fo1~d_t-;-

Export Council . • e • t • • • e • • • • • D • • e 

c .. Bank of America p • • • • • 0 • • • • 0 • • ~ • 0 • 

By Chauncy J. Medberry, III, 

31 

Jl 

Chairman of the Board •••••••.••• Jl 

d~ The Chase Manhattan Bank 

Bv David Rockefeller, 

Chairman of the Board 

0 0 c • 0 0 c • • • 

c • • • • • e • • • · • • 

The above corporate l eaders , each of 

a cornoration or banking institution 

which i s an imuortant member of the 

U.S. Consortium led by Fluor Corporationt 

communicate exclusively and directly 

with the following two leaders of the 

Fluor Corporation Entities: 

J. Robert Fluor , Chairman of 

the Board, Fluor Corporation 

(and a ruember of President Ford's 

Jl 

Jl 

Export Council) •o••• •••••••• •••••• 4-5 , JO 

David S . Tappan , Jr., President, · 

Fluor Engineers and Constructors. ... ""() 
Inc. 0 D • e D • 0 • e e • • • a • • • • • • • • a • • 9 • • • 4-5, , 30 C:.\ 
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The Project Wil l Have a Very Substantial 
Affirma tive Imuact Upon the U.S. Economy , 
Industry and Labor ••••••• • •..••.•.•.•.•..••. 

The Project Will Gain for the U.S . a 
US$13.6 billion balance of payments 

PAGES 

31 

Credit ••••o••• ••• ••o•••••••••••e••••O •••••••• Jl 

Valu e of U.S. Components of Goods 
and Services for the Project Ranges 
from a Minimum of US$3. 9 Billion, 
Through a Probable Amount of US$~ 
Billion, to a Maximum Amount of 
US$5 .5 Billion ooo••••o o••• o••o•••• •••••o • 31 

Examples of Requirements of t he 
Project, from U.S. Industry : 

2 ,800 Miles of Pipe; 360,000 
Valves ; 5,000 Pumps; 200 ,000 
Instruments ; 10,000 Electric 
Motnrs; J,400 Large Tower~~ 
Drums and Storage Tanks ; and 
47,000 Miles of Electrical Wire 

The U.So Will Have the Opportunity 
to Supply US$3.6 Billion Worth of Raw 

31 

Materials to the Project ·• o o •• o. o. o......... .. .31 

The Complex Will Provide for the Con­
t inuing Employment of 140 , 000 ~an-Years 
o f Labor in the U.So •••• •ooo • oo••••• ••• o ••••• .31 

And Considering the Multiplier 
Effect, the Continuing Employment 
Generated by the Complex Could 
Be the Equivalent of 560,000 Man-
Years of Employment in the U.S . o•••O•~ 31 

Shipping the U. S. Equipment and Cons truction 
Materials to Hongkong Will Provide 
Availability of Continuous Employment 
for Approximate ly 44 Ships Per Year for 
a Four Year Period o••••••• o••o••••••• • ••••••• .31 

And During the Initial Period of 
Cons truction, There Will Be a 
Requirement to Employ About 17. 
Ships Continuously Per Year oo•o •o••••• 
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An Alt ernat e Source of Petroleum and 
Petro~hemical Product s Will Be Available 
to the U.S. and Its All ies , Through the 
Hongkong Complex Supplied by Chinese 
Crude Oil and Natural Gas ••• •• •••• • • •••••• •• 

Beneficial Defense, Strategic, Inter­
national Power Balance, and Political 
Implications for the U.S. •••••••••••••••••••• 

A. The Project Will Effect a Major Commer­
cial Enterprise Involving U.S. Private 
Industry and Labor with t he PRC, in 
What the Chinese Like to Call "The 
Spirit of the Shanghai Communique of 
February , 1972 1 and Thereby Advanc-
ing t he Implementation of U.S. - PRC 
Trade and Business Relations , On a Scale 
Which Greatly Exceeds the Entire Trade 
Both Ways Between the U.S. and the PRC 
Since 1972 o~se6De&~&ccoo$~o~o~&G&e&~oo~oo 

B~ The Project Will Balance Our Detente 
With the USSR and Its Related Trade 
and Other Aspec t s, Wi th a Very Large 
Trade and Business Transaction with the 
PRC, Wi th the Resultant Impact Upon 

( ~ ) The PRC ' s Allies in Asia , and 
the Discouragement They Will 
Experience as to Their Hopes 
fo r PRC Support Agains t the U. S.A., 
for Example , in Korea, and 

PAGES 

32 

32-33 

Elsewhere oo• ••••••••• •••• ••••• • ••• 32 

( ii ) The PRC, Which Will Have a 
Very Large Economic a nd Financial 
Stake in Continuing Its Improv­
ing Relations with the U.S., and 
Will Be Reassured Also as to the 
U. S.' s Steps in Our Detente with 
the USSR ...... . .... ..... .. ..... .. e • • .33 

(iii ) The USSR , Which May Be Made 
Somewhat More Cautious in Its 
Own Foreign Policy and More 
Faithful in Its Performance of 
Obligations to the U. S., by 
the Knowledge That t he U. S. -
PRC Relations Also Are Progress­
ing Well and On a Large Scale .•••. 
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(iv) The American Public, Especially 
in This Pre-Election Period , 
When Occasional Critics of Our 
Foreign Policies and of Our 
Administration's Domestic Econo­
mic Policies Will Be Confronted 
With a Very Substantial Offsetting 
Move Between the U.S. and the 
PRC, More Closely Balancing Those 
Involving the USSR, Which At The 
Same Time Provides Significant 
Domestic Economic Advantages, 
Affirmatively and Substantially 
Affecting U.S. Industry and 
Em pl oymen t • • • • • • • • • • • . • • • • • • •. • •. • • • • • J J 

Co The Project Has Military and Defense 
Impl ications of Having a Substantial 
Part of the PRC's Oil Refining and Petro­
chemica l ManufHctn:rine: 1nclustry C'oncen­
trated in Hongkong , Where There is Ready 
Access by Sea and Where the General 
Political Situation is Friendly to the 
U.S. • ••o •••• ••••ci••• •••••• •O• •• ••~••• •o• •O 33 

D. The Project Has Strategic Implications 
Relating to the Availability of a Major 
Petroleum Source in the South China Sea 
Area , Relatively Near the East Asian, 
Paci fic and Indian Ocean U.S. Strategic 
Zones and Yet Suitably Remote from the 
Mid-East and the USSR, Where the U.S. 
Bases Including Diego Garcia Can Have a 
Potential Source of Fuels to Offset the 
Mid-Eastern Near Monopoly in That Regard 

The Project Has U.S. Intelligence 
Implications , Which Are Inherent in a 
U. S . - PRC Project Involving the PRC's 
Energy Materials , Their Availability and 
Reserve , The Mechanics of Their Trans­
Portation and Distribution , and the 
Identities of the PRC Personnel Involved 

. . . 

. . . 
The Honglrnng Colonial Authorities Have Secretly 
Uran-Ced 'TheJ.r Prelurnnary Approval of the Pro­
ject, and Have Informally Assured Fluor 
Corporation 'l'hat 1rhe Necessary SiteS"Will Be 
Held Available for the Projeci ••••••••o o •o•o• o • 
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TOPICS 

10. Fluor Has Kept the U. S. Government Advi sed •••o• o 

Fluor ' s Careful Adherance to Applicable U.S. 
Laws . • . . • (I • • • • ~ o • • • • • • • o • • • • • • • • o " • e • " • • • • • • • • • 

REQUESTS BY FLUOR CORPORATION FOR SPECIFIC 
ASSISTANCE AND GENERAL GUIDANCE BY PRESIDENT 
FORD, HIS SENIOR ASSISTANTS, AND THE APPROPRIATE 
EXECUTIVES IN STATE AND COMMERCE ••• ••• •••••.• •••. .•••. 

l. The President is Respectfully Requested 
to Meet With the Fluor Senior Executives 
and the Fluor Team's Three Senior Members, 
After This Matter Has Been Processed and 
Studied by the Appropriate Staffs and Upon 
the President ' s Return from Europe , to 
Discuss the U.S. Role and the PRC Requests 
of the U.S. Government in Connec tion wi th 
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The Fluor Senior Executives and the Fluor 
Team ' s Three Senior Members Who Request 
the Meeting With the President Are: 

J. Robert Fluor , Chairman and Chief 
Executive Officer of Fluor Corporation , 
Who Also is a Member of President Ford ' s 
Export Council ••••••• • •• • ••••G••••o•••••• 

David S . Tappan, Jr., President, Fluor 
Engineers and Constructors, Inc •••••••••• 

A. C. Ewert, Vice President , International 
Sales , Fluo~ Engineers and Constructors , 
Inc. (who also is the Fluor Negotiating 
Team Leader, in the work with the PRC) •. . 

Charle s M. Wuhrman, Executive Manager, 
Projects, Fluor Engineers and Con­
s tructors , Inc. (who also is the Proj ect 
Director for this project) • ••••••o••••••• 

Harned Pettus Hoose, Fluor Corporation 
Representative ~nd Liai ~on Man to the 
People's Republic of China ••••••••...••.• 
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TOPICS 

The President is Respectfully Requested 
to Include t he Joint U. S v Consort ium -
PRC Proj ect for Construction of the 
Hongkong Refinery and Petrochemical Plant 
in His Planning, Preparations and U.S. -
PRC Communicat ions Preliminary to the 
President's Visi t to Peking Late This 
Year •• c • • o •••• o • . • ••••••••• c o ... ...... ... .... .. o ()< 

It Is Respectfully Pointed Out That 
t he Above Steps , If Taken By the 
President , Should Be Effec ted With 
Ca reful Regard for the Delicate 
Circumstance That Fluor Is Advised 
That At This Time Only China ' s Most 
Senior Officials Are Aware of the PRC's 
Af f irmative Intentions As to the Project 

Th e President is Respectfully Requested 
t o Authorize Fluor ' s Representatives to 
I ndicate to the PRC Side That the U.S. 
Governmen t Continues Generally to Support 

. . ~ 

the Fluor Efforts as to the Honglcong Refinery 
and Pe trochemica l Complex •••• ••••• • •• •• ••••• Oo • 

The President is Respectfully Requested to 
Determine Whether He Feels With Fluor 
Corporation That It Would Be In The 
National Interest to Provide the PRC With 
Some Form of "Trigger Device" or Friendly 
Signal, As Reported in Paragraphs J .B.l. and 
J.B . 2., Pages 19- 20 , Above, To Enable The 
Highest Officials in the PRC to Use Such 
Trigger Device or Friendly Signal With Its 
People a nd Allies, as an Excuse to Them for 
the PHC ' s Policy Changes.Apparent in Proceed-
ing with the Project ••••• •••• ••• •• ••••.•• • •..•• 

If the President So Determines, He is 
Respectfully Requested to Take Whatever Steps 
He Feels Are Appropriate in That Connection, 
and to Advise Fluor Corporation as to Its 
Role in Calling the PRC ' s Attention to Any 
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Such Impending or Accompl ished Steps •••.•••• ••. 39 

SIGNATURE BY WRITER OF THIS MEMORANDUM, 
HARNED PETTUS HOOSE , REPRESENTATIVE AND LIAISON 
MAN TO THE PEOPLE ' S REPUBLIC OF CHINA , FOR 
FLUOH CORPORA'rION • •. . •••••• .•• •.••.••••••• • ••• • ••.•••• 

(End of Table of Contents ) 
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CABLE ADDRESS 

HARNHOOSE 

HARNED PETTUs HoosE 
ATTORNEY AT LAW 

129 NORTH ROCKINGHAM AVENUE 

LOS ANGELES, CALIFORNIA 90049 

AREA CODE 213 

277-3811 

472-2828 

Temporary Washington, D. c. Address 
(Through Approximately August 15, 1975): 

The Watergate Hotel - Room 611 
2650 Virginia Avenue, N.Wo 
Washington, D.Co 20037 

Telephone: (202) 965-2300, Rm. 611 

...w 0 p 3 E C R E !1' 

July J], 1975 - By Hand 

TO: 

INFORMATION: 

SUBJECT: 

1. PHILIP C. HABIB, ASSISTANT SECRETARY FOR 
EAST ASIAN AND PACIFIC AFFAIRS, UoS. 
DEPARTMENT OF STATE 

Attention: Philip T. Lincoln, Jro, 
Country Officer for People's 
Republic of China~ Etc~ Affairs~ 
U.So Department of State 

2. TILTON H. DOBBIN, ASSISTANT SECRETARY FOR 
DOMESTIC AND INTERNATIONAL BUSINESS, 
U.S. DEPARTNlENT OF COMMERCE 

Attention: William W. Clarke, 
Bureau of East-West Trade, 
u.s. Department of Commerce 

J •. BRENT SCOWCROFT, DEPUTY ASSISTANT TO THE 
PRESIDENT FOR NATIONAL SECURITY AFFAIRS 

PHILIP W, BUCHEN, COUNSEL TO THE PRESIDENT, 
THE \VHITE HOUSE 

SECRET INFORMAL DECISION BY THE PEOPLE'S REPUBLIC 
OF CHINA TO HAVE A U.S. CONSORTIUM HEADED BY 
FLUOR CORPORATION DESIGN, ENGINEER, FINANCE, 
BUILD AND HELP OPERA1'E 'rHE WORLD'S LARGEST 
REFINERY AND PETROCHEMICAL COMPLEX, TO BE 
OWNED BY CHINA THROUGH ITS CHINESE "PATRIOTS" 
RESIDING IN HONGKONGJ TO BE SUPPLIED BY CHINESE 
FEEDSTOCKS (CRUDE OIL, GAS, ETC.); TO COST 
BETWEEN US$4.5 BILLION TO US$7 BILLION TO CON­
STRUCT; WHICH COMPLEX, DURING THE CONSTRUCTION 
PERIOD AND THE INITIAL OPERATING PERIOD WHILE ·--.. 
FINANCING IS BEING REPAID, WILL PROVIDE THE U •;:6· Fo.t() 

WITH US$13. 6 BILLION BALANCE OF PAYMENTS CRED,:J$ c:_ 
AND AT LEAST 140,000 MAN-YEARS OF LABOR IN THJ& : 

. ~ ~ 
\.. " .. ~ 
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SUBJECT (CONTINUED ): 

FROM : 

U. S.; WILL INVOLVE A NUMBER OF BENEFICIAL 
I NTELLIGENCE , DEFENSE , STRATEGIC , INTERNATIONAL 
POWER BALANCE , ECONOMIC AND POLITICAL ASPECTS 
FOR THE U.S. ; AND CAN PROVIDE THE PRESIDENT WITH 
A SIGNIFICANT AND SUBSTANTIAL SUBJECT FOR DIS­
CUSSION AND POSS IBLE PUBLIC ANNOUNCEMENT DURING 
HIS VISIT TO PEKING LATE THIS YEAR 

1. STATUS REPORT 

2 . ANALYSIS OF IMPLICATIONS FOR: 

A. THE UNITED STATES OF AMERICA AND 
THE PEOPLE'S REPUBLIC OF CHINA; AND 

B. THE U. S. ECONOMY, BUSINESS AND LABOR 

J . REQUEST ON BEHALF OF FLUOR CORPORATION, THE 
LEADER OF THE U. S. CONSORTIUM, FOR ADDITIONAL 
AND CONTINUING COOPERATION , ASSISTANCE AND 
GUIDANCE BY THE PRESIDENT AND HIS ADMINISTRATION 

HARNED PETTUS HOOSE , FLUOR CORPORATION •s 
REPRESENTATIVE AND LIAISON MAN TO THE PEOPLE'S 
REPUBLIC OF CHINA 

REFERENCES (PRIOR REPORTS AND COMMUNICATIONS ON THIS MAT'I1ER TO 
THE WHITE HOUSEt THE U.S . DEPARTIVIEN'r OF STATE , AND 'EHE U. S. 
DEPARTMENT OF COMMERCE): 

1 . Hoose's Conference with Philip W. Buchen at 
the White House , March 5; 1975 ; 

2. Hoose ' s Memorandum to Buchen ("Subject: 
Secret Request by the People's Republic of 
China ( PRC) to Fluor Corporation , Etc. " ) 
dated March 5, 1975; 

J . Hoose ' s Conferences with Philip T. Lincoln, 
Jr. (U.S. Department of State) and William 
W. Clarke (U.S. Department of Commerce) 
Between March 5th and March 12th, 1975 ; 

4 . Hoose Letter of March llt 1975 (On Behalf 
of J. Robert Fluor, Chairman of Fluor 
Corporation) to Philip C. Habib, Assistant 
Secretary , East Asian and Pacific Affairs , 
U.S . Department of State; 

Hoose ' s Letter of March 12, 1975 (On Behalf 
of J. Robert Fluor, Chairman of Fluor 
Corporation) to Tilton H. Dobbin, Assistant 
Secretary for Domestic and International 
Business, U.S. Department of Commerce; 
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REFERENCES, ETC. (CONTINUED ): 

6. Two Letters by Tilton H. Dobbin, Assistant 
Secretary for Domestic and International 
Business, U.S. Department of Commerce , Both 
Dated March 25 , 1975, to J . Robert Fluor 
Chairman of Fluor Corporation; and ' 

7o Letter by Lester E. Edmond, Deputy Assistant 
Secretary, Bureau of East Asian and Pacific 
Affairs, Dated March 26, 1975, to J. Robert 
Fluor, Chairman of Fluor Corporation. 

REQUEST FOR PRESIDENTIAL AND WHI~.'E HOUSE INVOLVEMENT AND ASSISTANCE, 
WHEN THIS MNL1TER HAS BEEN PRELIMINARILY PROCESSED AND EVALUATED BY 
THE ACTION ADDRESSEES AT THE U. S . DEPARTMENTS OF STA'l'E AND COMMERCE: 

1. Because this project by Fluor Corporation and 
its U.So consortium with the People's Republic of China (PRC) directly 
affects U.S. - PRC relations and the President•s visit to Peking 
later this year , has international power balance and political 
ramifications , affirmatively affects our economy, balance of pay­
ments, employment and alternate petroleum and petrochemical products 
sources, and has some strategic significance - all on a large scale -
and also because the PRC has requested certain of ficial steps on the 
part of the U.,S~ government to help in expediting and implementing 
the project, it is respectfully urged that the President and the 
White House become involved herein and provide guidance and assis­
t ance to Fluor Corporation. 

2 o The basic cost to the PRC or to its designated 
" front " or nominal Hongkong Chinese "Patriot" owners for engineer-
ing and construction of the complex will be between US$4. 5 billion 
and US$7 billion, depending on PRC final decisions as to selections 
of complex units and product slates . The PRC will allocate about 
42,000 metric tons of its crude oil per day, or approximately 
14, 000 ,000 metric tons per year, to the complex . Some of the products 
will be used within China a nd some will be marketed in foreign tradeo 
Operation will be by the Hongkong Chinese "Patriots " (directed by 
the PRC), in cooperation with U.S. operating participants. Technology 1 

engineering , construction, most of the machinery and equipment , 
much of the materials, financing , skilled labor and operational 
direction will be provided by U. S. interests~ Fluor conservatively 
estimates that during the construction period (about four years) 
and the financing repayment period (about ten to twelve years), the 
project will provide the U. So with a US$1J.6 billion balance of pay­
ments credit and with directly involved employment in the U.S. of 
140,000 man-years of l aboro Considering the multiplier effect , 
the continuing employment generated in the U.S. by the complex could 
be the equivalent of 560 , 000 man-years of employment . In addition , 
a significant alternate source of petroleum and pe trochemica l 
products will become available to the U.S. and its allies in Asia, 
through the complexo The impact upon the U. S . position in Asia, 
the Pacific a nd the Indian Oc ean can be significant . U.S. - China 
relations will be affirmatively affected ; U. S. - China trad~ will 'JR 
be substantially increased , as a very substantial step forward in~ · 0 < . . 
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that area under the Shanghai Communiqu~ of February, 1972 ; and 
the U.S. will have become significantly involved in China's oil 
industry and a substantial portion of its crude oil and gas process­
ing industries, with the resul tant potential for further U.S. 
involvement in China's petroleum exploration and development program 0 

In view of the size, scope and implications of the project, Fluor 
Corporation would very much appreciate Presidential and White House 
guidance and assistance, supplementing that of the U.S. Departments 
of State and Commerce . 

3. The preliminary assistance and guidance of 
the U.S. Departments of State and Commerce provided to Fluor 
Corporation and Hoose in Washington, D.C. in March, 1975 (as 
reflected in References 3 through 7, above) and the help and counsel 
of the U.S. Consul General in Hongkong provided to Fluor and Hoose 
during March through July, 1975, have been very much appreciated~ 
Continuing assistance and guidance of that nature are respectfully 
requested, as the appropriate State, Commerce and Whi te House 
personnel process and evaluate this ma tter and the within memorandum. 
Hoose is now available here in Washington, D.C. to work with State, 
Commerce and the White House on this matter, as may be needed and 
desired by them. He will remain here until around August 15th, when 
a return to Hongkong and China on this project will be requirede 
In addJ ti on: the following two FJ uor senior executives will b e 
available h ere in Wa shington , D.C., from August 4th until around 
August 15th, when they too will be required to return to Hongkong 
and China on this pro j ect : A.C. Ewert, Vice President , International 
Sale s , Fluor Engineers and Constructors, Inc. (who is the Fluor 
Negotiating Team Leader , in our work with the PRC and it~ Hongkong 
"Patriots ''); and Charles M. Wuhrman, Executive Manager , Projects 
(who is the Project Director for this project , and the Fluor 
Technical Team Leader ). Ewert , Wuhrrnan and Hoose will cooperate 
in all ways possible in the various U.S. government studies and 
discussions relating to this matter and the within memorandum. 

4. Request for a Meeting with Presi dent Ford, 
by J. Robert Fluor , Chairman of Fluor 
Corpora tion, a nd Da vid S. Ta ppan , Jr.~ 
President of Fluor En ineers and Constructors, 
Inc. Accompanied by Their Senior Assistan t s 
in this Pro,ject : Messrs . Ewert, Wuhrman and 
Hoose) 

J. Robert Fluor, who is a member of 
Pre s ident Ford' s Export Council and a l so i s the Chairman and Chief 
Executive Offi cer of Fluor Corpora tion , respectfully requests tha t 
after President Ford returns from Europe, the President and his 
applicable advisors and Assistants please meet with the following 
Fluor men , to discuss the proj ect , guide Fluor Corp or ation as to 
aspects touching upon our na tional inter est s , inc luding the 
economy , alterna t e ener gy source ~spects, and U.S. - China tra de 
rela tions , and to consider the Fluor Cor por a tion ' s s peci f ic requests 

" (' 
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t o the President and the White House , which are set forth in Paragraph 12 hereinbelow: 

J. Robert Fluor , Chairman and Chief 
Execu t i ve Officer of Fluor Corporation 

David S . Tappan, Jr., President, Fluor 
Engineers and Constructors , Inc. 

A. C. Ewert, Vice President, International 
Sales , Fluor Engineers and Constructors, 
Inc . ( and the Fluor Negotiating Team 
Leader, in the work with the PRC) 

Charles M. Wuhrrnan , Executive Manager, 
Projects , Fluor Engineers and Constructors, 
Inc e ( and the Project Director for this 
project ) 

Harned Pettus Hoose, Fluor Corporation 
Representative and Liaison Man to the 
People ' s Republic of China 

In view of the requirement that Fluor Corporation resume its active di s cussions with the PRC and its Hongkong "Patriots" around August 15th, it is respec tfully requested t hat the meeting with President Ford and his applicable advisors and Assistants be scheduled at the President's co::.:.venience~ come time after his return from Europe and prior to August 15tho 

5. Suggestion That the White House May Wish 
to Involve , At Least in Preliminary 
Discussions with Fluor Corpora tion's 
Messrso Ewert, Wuhrman and Hoose, · the 
Hon. L . William Seidman , Assistant to the 
President for Economic Affairs , and the 
Hon. Frank G. Zarb, Admi nis t rator , Federal 
Energy Administration 

Because of the substantial and significant impact of the project upon the U. S . economy and the project's affect on planning a nd work as to a l ternate or expanded crude oil, gas , petroleum products and petrochemical products, the White House might feel that it would be use f ul to involve the fol lowing two senior U. S . governmental officials in discussions with Fluor's 
senior men who are handling the project: 

The Hon . L. William Seidman, Assistant 
to the President for Economic Affairs; and 

The Hono Frank G. Zarb, Administrator, 
Federal Energy Administration o 

Fluor Corporation ' s senior men who are handling the project, Ewert , Wuhrman a nd Hoose (who are 6escribed in Paragraph J, page 
4 , above) would be available for such discussions in Washington, 
D. C., at the convenience of Mr . Seidman and Mr. Zarb , between August 4th and August 15tho. The Fluor men can be reached through 
Dr . Hoose , Rm . 611 , Watergate Hotel~ 
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STA'I'US REPORT' DESCRIPrrroN OF THE PROJECT AND STEPS IN PROCESS ' 
IDENT1FICATION OF ENTITIES AND INDIVIDUALS INVOLVED , AND ANALYSIS~ 
AND REPORT AS TO PRC INQUIRIES AND MESSAGES ABOU'.I' THE PROJECT 

Note as to a Quick-Scan Device Herei~: 

To enable readers to absorb the substance 
of this rather long report quickly, the essence 
(including titles and sub-titles of paragraphs) 
is underlined. 

l~ The People's Republic of China (PRC) Requires Absolute 
Secrecy as to this Project 

PRC officials in China and in Hongkon g have stressed to 
Fluor that this matter must be kept absolutely secret 
until China is prepared to announce it, either itself or 
through its so-called " Patriots " in Hongkong (Chinese 
residents in Hongkong who are loyal to the PRC and who 
will "front" this project for China , acting as the nominal 
owners and operators ). The PRC has stressed that any 
public announcements or news leaks may necessitate the 
termination of discussions~ and possibly denials by the 
PRC that the discussions have been in progress for four 
months and are continuing . Reasons given: The PRC must 
first prepare its senior internal opposition group and 
its people , as well as its allies, for the announcement 
that a U.S. consortium will carry out the project in 
Hongkong in cooperation with and for the PRC, using 
Chinese crude oil and · gas . 

2. The PRC is Handlin this Project Simultaneously at Two 
Levels: 1 ThrouPh Normal State Trading and Business 
Corporations; and 2 Throu h a Secretl Functionin 
"High Political Channel" Headed by One of China's Highest 
Officials , Marshall Yeh Chien-ying, Apparently in Cooperation 
with Vice Premier Teng Hsiao-ping 

A. The Normal State Trading and Business Corporations 
Channel 

(1) The "Hongkong Patriots ," Who Will 

\ 

Be the Nominal Owners and 0 erators of 
the Complex Fronting for the PRC 

Mr. Henry Yo T . Fok (Ho Ying-tung), who 
is a v ery wealthy pro-PRC Chinese industrialist 
and businessman in Hongkong . His net worth 
is estimated by one of his bankers , W. Chan, 
Sub-Manager of the Hua Ch'iao , etc. Bank 
in Hongkong (PRC-controlled ) as uover four teen 
billion dollars , Hongkong money , ( about 
US$2.8 billion). 
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Henry Yo T. Fok and his background are 
well known to our U.S. Consul General in 
Hongkong . Fok now fronts for all PRC 
petroleum business in the Hongkong area . 
usually through his corporation , Feoso Oil 
Limited . He is handling the PRC's con­
struction of oil storage depots in Hongkong's 
Shatien area and on Hongkong's Ch ' ing-yi 
Island . Fok has wide real estate interests 
in Hongkong and Macao, and operates about 
80% of the gambl ing casino establishments 
in Macaoo One of his several hotels in 
Macao is the largest one therer the Lisboao 
Fok owns the larger of the two hydrofoil 
fleets operating between Hongkong and Macao; 
is closely associated in some business 
ventures with Ho Yin (also c a lled Ho-hsien), 
leading businessman in Macaot President of 
the Nacao Chinese Chamber of Commerce and 
Macao delegate to the PRC 4th Congress. 
Henry Y. T. Fok (Ho Ying-tung ) formerly was 
the notorious " smuggler" (backed by the PRC, 
which regards Fok as the PRC's John Paul 
.Jones or its Sir Walter Faleje,hL who :ran 
the Seventh Fleet blockade during and after 
the Korean War. Fok has been designated by 
the PRC as its nominal owner and opera tor 
of the complex , who will front for China. 

With Henry Y. To Fok and also s erving as the 
PRC's "Hongkong Patriots" in this venture , 
are: Timothy T . T . Fok, the eldest son ; 
H.T. Liu , Managing Director , Feoso Oil 
Limited ; Paul L.Y o Yang, Director of Feoso; 
L.L. Pong, a Fok relative and Fok's personal 
business manager ; and others of Henry Fok ' s 
cornorate and nersonal fami lieso We have 
bee~ told (by ~embers of the " High Political 
Channel") that Ho Yin - also known as Ho-hsien -
the Macao Delegate to the PRC 4th Congress, 
will be a silent partner with Henry Fok in 
the venture . 

( 2 ) PRC State Trading Channels in Hongkong 

At this level, the project is being handled 
by China ResoOrces Co., the PRC trading 
and business representative in Hongkongo 
The Fluor contact there is: T. M. Chow, 
Assistant Manager, Industrial Products & 
Minerals Depto He has little or no dis­
cretion , and has to work with Peking trade 
channels . 
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Chow's function has been to receive 
communications from Fluor, deliver 
communications from Peking trade and 
technical channels to Fluor, request 
additional information or clarification, 
and the like, and to attend social functions 
variously given by the Chinese side for 
Fluor or by Fluor for the Chinese sideo 
Chou has been involved in Hongkong with all 
of Henry Fok's and Feoso's oil business with 
the PRC . Chow does not appear to be connected 
with the "High Poli ti cal Channel." -

(3) Chinese Advisors and Assistants to the Fok 
Group 

• f" to 
<'. 

Valentin Nan Yeh (Yeh Nan), a U.S. citizen 
of Chinese origin , and a resident of N.Y., 
althugh he has been in the PRC for substantial 
periods recently . He is President of Da Sing 
Corp., in N.Y., and is very pro-PRC. 
Those who do not happen to be familiar with 
the Chinese perhaps should realize that 
the coincidence of similar or identical 
surnames among the Chinese is meaningless. 
There are only some 400 Chinese standard 
surnames, and. widespread duplication is 
inevitable. So this Yeh is not related at all 
to Marshall Yeh Chien-ying, the leader of the 
"High Political Channel." Nor does Valentin 
Na n Yeh (Yeh Nan ) appear to be connected with 
the "High Political Channel ." He represents 
Mr. Fok in business matters , certainly in Asia 
and possibly also in the U.S. Yeh Nan has 
handled Fok's liaison work on this project 
with Peking, where his contacts include 
Liao Chen-tze, a senior official with the PRC 
involved with overseas " friendship groups," 
including Japanese. 

J ames Lau (in Mandarin : Liao Hsin -chien ), 
Managing Director, Top Trading Co. H.K. Ltd., 
in Hon~kong . La u ( or Liao) is a business 
friend of Henry Fok , an intimate personal 
friend of Fok's relative, L.L. Pong, and 
advises Fok, through Pong , in this project . 
We have been told (by the "High Political 
Channel") that Lau (Liao) was among the pro­
PRC overseas Chinese who assisted in the 
removal of Li Tsung-jen, formerly Vice 
President and briefly President , Republic of 
China, from his refuge in the U.S. to the 
PRC , during the cold war o Li was exhibited 
by the PRC in Peking as part of the PRC ' s 
cold war against us and Taiwan. He has passed 
on. 
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(4) Fluor's Work and Contacts with the 
Above Normal State Trading anrl Business 
Channels, February Through Jul y, 1975 

I 

The Fluor Negotiating Team, numbering 
from one to nine members at various times 
in the period indicated but with the 
l argest number of members present in 
Hongkong between May 21st and July lJth, 
has dealt intensively and extensively 
with the above channels in Hongkong. 

Work with Henry Y. T. Fok's (Ho Ying-tung's) 
group has been particularly heavy, as the 
Fluor Team enlarged upon, explained aNd 
developed its conceptual proposals as to 
the project, in the technical. financial 
and business areas. One meeting of the 
entire Fluor Team and the entire Fok team 
was attended by both the China Resources 
man (T.M. Chow, or Chow Tak-ming in Cantonese, 
or Chou Teh-ming in Mandarin) and a PRC man 
from Peking, Ho T. Tung (or Tung Hang-to in 
Cantonese, or Tung Hen-tao in Mandarin)o 
One other meeting involved the en-~ire Fluor­
Team , the entire Fok team and H. T. Tung. 
Numerous conferences and sessions involving 
parts of each team (Fluor and Fok) were con­
ducted; daily 6onferences between a Fluor 
Team member , Hoose, and Henry YoT. Fok's 
eldest son , Timothy T.T. Fok (Ho Chen-ting 
in Mandarin , and Ho Tsen-ting in Cantonese ) 
took place; and a number of sessions involv­
ing one or two Fluor men and one or two Fok 
men occurred. Fluor's representative, Hoose , 
also met separately with Chow on other 
occasions~ In addition, potential sites for 
the complex were inspected via sea and by car 
by the Fluor Team , on two occasions accompanied 
by two members of the Fok team (Lantao Island · 
and Macao )o Fok supplied the launches for 
two days of site inspection .via sea , and the 
vehicles for another two days of site 
i nspect ion by l and vehicleso In addition , 
during the working period in Hongkong from 
February through July 19th, and presently, 
Lee Pay-chu (identi fied in connection with 
the "High Political Channel ," below, maintained 

and maintains almost daily liaison between 
the Fluor side and the PRC side comprising 
the normal trading channel, including China 
Resources and that entity ' s T.M. Chow~ 
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(5) Status of the Project, According to 
the Normal State Trading and Business 
Channels 

Henry Y. T. Fok went to Peking for con­
sultations with the Chinese government 
about the project, on three different 
occasions between February and July, 1975: 
Once in February , when both he and Ho Yin 
(Ho Hsien ), Delegate to the 4th Congress 
of the PRC from Macao , were there (and 
when we have been told, the Fok and Ho Yin 
interests in the project were resolved ); 
once in May, when he was accompanied into 
China by his aide, Yeh Nan, and by his 
son Timothy Fok , and Hoose met with them 
all and worked with them in Kwangchow ; 
and again in July, when Fok was in China 
with the Hongkong Football (soccer) Team, 
as the President of the Hongkong Football 
Association, and visited Peking and the 
Ta Ch'ing oilfield area, among other places o 

Fok conferred in person with Fluor's 
representative~ Hoose~ both in China and in 
Hongkong , about his trips . The following 
report in part is based on those conferences 
and in part is based on Henry Fok's, Timothy 
Fok's, Lau ' s (Liao ' s ) and others' comments 
and reports also to other Fluor Team memberso . 

Accord ing to this normal state trading and 
business channel, including Fok and China 
Resources (to Fluor men, via Hoose and via 
Lee Pay-chu): 

"Peking is very much interested in this 
pro;ject , and is studying it care f ully 
at the highest polit ica l and also at 
the technical levels .. " Final and 
formal decisions are. expected from 
Peking , says this channel, ... around 
next October and November. " This 
channel also cautiously says, "off-
the record," and with evident hesi tancy 
to go beyond any authority from Peking, 
that "things look very positive as to 
our project, and we have a green light." 

Unknown to the Fok group, we are told , the 
"High Political Channel" in Hongkong gave 
Fluor almost daily whereabouts and progress 
reports about Fok ' s Peking trips , and two 
we eks before he returned, told Flu or that Fok 
would tell us the above things upon his returno 
The predictions were verbatim and were exactly 
fulfilled by Fok on his later return; 
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( 6 ) The Normal State Trade and Business 
Channels Are Completely Unaware That Fluor 
Also is Working With the "High Political 
Channel" 

,.,, 
( ; 

According to the "High Political Channel u 
contacts of Fluor's, the normal State trade 
and business channels are completely unaware 
that Fluor also is working with the "High 
Political Channel." We do not know whether 
that is true , either in part or completely , 
but of course must assume it is true in 
conducting ourselves, or run the risk of 
angering our important and helpful contacts 
in the "High Political Channel, 11 who have 
r epeatedly instructed the leaders of the 
Fluor Team and Hoose not to mention the 
existence of the "High Political Channel" in 
this matter , its reports and communications 
to Fluor and Hoose , or the presence of one of 
i ts members (Lee Pay-chu ) at almost all of 
our meetings with the members of the normal 
trade and business channels, including the 
Fok group. 

(a ) Reason for This Secrecy, According 
t o "High Political Cha nne l Sources" 

The Fluor Team leaders themselves 
have been told by Lee Pay- chu, and 
Hoose has been told by him and also 
by other positively identifie d members 
of the "High Political Channel ," both 
within China and also in Hongkong: 

i . . That the Fok group , including 
Henry Y.T. Fokt himself , and the 
commercial and business-related 
men in the PRC trade entities 
must not know about the "High 
Political Channel" and our direct 
contacts with it, because the 
"High Political Channel" is 
charged with "watching" the normal 
channel a nd with guarding the 
PRC interests in Hongkong; and 

iio That if the presence and involve­
ment of the "High Political Channel" 
were known to the normal channel , 
the l atter would become angry , 
perhaps frightened, and " less 
cooperative. 

( b ) Hoose ' s and Fluor ' s Assumptions as to 
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(b) ( Continued ) 

the Real Reasons for the Above Procedures , 
Invol v ing the Secrecy Strictures Placed 
Upon the Fluor Team by the Members of 
the "High Political Channel " 

io We assume that probably at least 
Henry Y. To Fok, himself , and 
probably some or all of the PRC 
Chinese are generally aware of the 
"High Political Channel's" involve­
ment , interest, and contacts with Fluor. 
Perhaps the motive for the strictures 
upon Fluor as to mentioning the 
"High Political Channel" to the members 
of the normal channel includes the 
quite commonly secretive nature of 
many Chinese communist ' procedures ; a 
desire to keep the Americans and the 
r elatively westernized Hongkong Chinese 
from communicatingtoo fre ely with each 
other or comparing notes as to their 
respective communications from Pekingo 

ii . We also assume that the "High Political 
Channel" men are communist party 
members , political men and probably 
i n telligence service related . At least 
most of the normal commercial channel 
men are just businessmen and traders . 
The former are watching the latter , 
especially with respect to activities 
with the American Fluor Team . 

iiio We assume, too, that when the pro ject 
is implemented , the PRC and the Fok 
group will have to work out what 
financial rewards or benefits Fok will 
receive in return for fronting the 
transaction for PRCo Fok now has small 
interests in the PRC's Hongkong busi­
ness ventures involving petroleum 
products , which Fok fronts . The same 
is true of his Hongkong sales of sand 
and other products from China. It 

" ; 

~;_ . .. 
\ 

is not illogical to assume that the 
PRC is dealing with Fluor directly 
through the PRC "High Political 
Channel" simultaneously with the PRC 
dea l ings through normal trading channels , 
in part to guard against any efforts 
on the part of the Hongkong "Patriotsu 
to gain some side advantage with Fluor 
in the project (which , of course, Fluor 
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iii. (Continued) 

iv. 

would reject in any event). 

The Fluor Team leaders and Hoose 
also know, personally , from direct 
exposure to one of the "High Political 
Channel " senior members - Wang Chen­
chuan - in Peking, that the "High 
Political Channel" selected Henry Fok 
and introduced Fluor to himo Fluor 
also met Lee Pay-chu in China, in 
connection with Wang Chen-chuano 
Wang and his associates in Peking 
involved themselves directly with 
the Fluor Team's early negotiations 
and conversations in Kwangchow (Canton) 
in the Autumn of 1973 and in Pekingf 
in February , 1974. Wang's and his 
associates power and authority were 
clearly apparent to the Fluor Team 
members during the several weeks in 
Peking, and it also was very evident 
that the normal commercial channel 
men in Peking were somewhat afraid of 
Wang . Among other things he did in 
the Americans' presence , he once 
ordered two obviously senior People's 
Liberation Army officers to vacate a 
train compartment, to make room for 
a Fluor executive o He w·as driven ·around 
Peking during Fluor ' s several weeks ' 
work with Machimpex and Techimport there, 
and conducted the Fluor Team members~ 
in a military vehicle driven by a 
military driver. 

Wang also was Hoose ' s host during a 
subsequent trip they took together, at 
PRC expense, to Shanghai and Hangchowp 
for ten days . Wang told Hoose that 
his host on that trip was the govern­
ment of the PRC. That too was evident 
from the privileges exacted by Wang. 
who was equipped with written authority, 
from the Revolutionary Committees in 
charge of the Shanghai and Hangchow 
areas . So although the motives of the 
"High Political Channel" in demanding 
the secrecy described above are not 
clear to the Fluor Team , the authenticity 
and authority of that channel is very 
clear indeed. 
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Bo The "High Poli ti cal Channel " Headed by r.'iarshall 
Yeh Chien-ying 

As the UcS. government knows , Yeh Chien- ying is close 
to Chairman Mao Tse- tung , Premier Chou En- lai and 
Vice Premier Teng Hsiao-ping . Yeh is one of the 
PRC 's original marshals, a veteran of the Long March , 
the Minister of Defense, and one of China ~s handful 
of top leaders. 

This group, which r efers to itself with Fluor men 
as " The Channel, " is composed of the following 
individuals, all of whom are involved in this project, 
according to bits and pieces of information variously 
told to Hoose; told to the Fluor Team leaders; 
possibly inadvertantly or incidentally mentioned in 
the course of discussions on other topicsi and over­
h eard by Hoose during (i) conversations by him with 
known channel members variously inside China and in 
Hongkong or ( ii ) in the course of telephone conversa­
tions in Hoose ' s presence, variously inside China and 
in Hongkong; 

Yeh Chien-ying ( In charge of the PRC side of the 
2roject negotiations, ar.cordi1:1.g to ou:r sources ) ,, 
We have be en t old told ( by this Channel's members 
Chen Hung , Sub-Manager of the Bank of China , Hongkong ; 
T. W. Shu, Assistant Manager , Bank of China, Hongkong 
- who b oth secretly are senior men in China ' s "political" 
gr oup ( probably inte l ligence) in Hongkong - and Lee 
Pay-chu ( P . C. Lee ), a Hongkong Chinese positively 
identified by three Fluor executives and Hoose in 
China, as a pro-PRC civilian residing in Hongkong but 
c losely connected with Yeh Chien-ying ' s senior aide , 
Wang Chen-chuan) that Premier Chou En-lai and Vice 
Premier Teng Hsiao-ping also are actively involved in 
the project planning. This last cannot be confirmed , 
but is likely in the light of the range and nature of 
the information Fluor is receiving via this Channel , 
some of which has reached the Fluor Team weeks prior 
to eventual receipt of the identical information or 
n ews via Fok a nd the normal trade channelso 

Wang Chen-chuan - A senior aide to Yeh Chien- ying in 
Peking. This ma n is well known by Hoose and is known 
also by three of the Fluor officers, who worked with 
him for about three weeks in Peking , in 1974 0 

Wu ( or Woo) (Given names unknown , because he 
is always referred to only as "Lao" (Old) Wu - an 
affectionate and respectful Chinese usage ). Wu is 
Wang Chen-chuan ' s approximate equal in rank , and has 
been in New York City in connection with the PRC UN 
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Wu (or Woo ) ( Cont inued) 

Mission ( February , 1975). He has been in New York 
several times , t ravels relatively often between there 
and Peking , and deals directly with 1-iuang Hua., 
He was on Lushan (Lu Mountain , Kiangsi Province ) in 
late J une , 1975 , and went from there to Hongkong 
around the end of June, when he conferred with Lee 
Pay-chu , Chen Hung and others in the Channel in a 
large and luxuri ous house owned by the PRC on the 
Peak i n Hongkong and in another large and luxurious 
house owned by the PRC on the "Kowloon Side , " 
Hongkong . He told Lee Pay-chu~ who told Hoose 
( February, 1975 ) tha t the PRC owns "over 50%~ of t he 
Henry Fok oil interests in Hongkong,"which infor­
mation was confir med to Fluor by Fok himself in 
Hongkong , in May and June , 1975e Wu travels to and 
from Peking , Kwangchow (Canton) and Hongkong relatively 
frequently, and gives orders on high level PrtC matters 
to Chen Hung , kn own in Hongkong as the Sub-Manager of 
the Bank of China ,, "Lao" Wu and h i s senior, "Lao "Chu 
( or Ju) through Lee Pay- chu told Hoose and Fluor that 
the PRC has selected Henry Y.T. Fok (Ho Ying- tung) 
as China ' s "Hongkong Patriot, " to front for the PRC 
in being the nominal owner and operator of the Hongkong 
Refinery and Petrochemical Complexo Fok himself, 
Chen Hung . and T. W. Shu ( the latter two , of Bank of 
China , Hongkong ) confirmed that to Hoose , and Fok him­
self by his conduct and indirect remarks has confirmed 
that to the Fluor Team leaderso 

Chu ( or Ju ) (Given names unknown , because he is 
always r eferred to only as "Lao" ( Old ) Chu ..;. an 
affectionate and respectful Chinese usage ) . This man 
is immediately junior to Yeh Chien- ying and is the 
immediate senior of Wang Chen-chuan and "Lao" Wu. 
He is sixty-seven years old, and quite fat physically. 
" La o" Chu is directly i.n charge of the PRC side of 
the negotiations, and gives frequent instructions to 
Chen Hung (Bank of China, Hongkong), Yeh P~ing (China 
Resources Co. , but a "political man" and a very senior 
Channel member , behind his " front " position as Deputy 
Director of China Resources Co.), and Lee Pay-chu., 
" Lao" Chu issues direct instructions to Wang Chen-chuan 
and "I,ao" Wu, and a l so communicates directly in 
Peking , Kwangchow (Canton ) and Hongkong, with the 
Chinese civilian member of the Channel, Lee Pay-chuo 
"Lao" Chu does not normally leave China t unlike his 
lieutenant , "Lao" Wu, and seems to divide his time 
almost equally betwe en Peking and Kwangchow (Canton ) . 
He attended a conference with other PRC leaders on 
Lushan (Lu Mountain ), Kiangsi Province , in l ate June 
and early July , 1975. Chu sent Wu from Lushan to 
Hongkong around the end of June, 1975, to obtain 
specific information from the Fluor side , to be taken 



to Peking for use by Vice Premier Teng Hsiao-ping 
and Marshall Yeh Ch i ang- ying , in t heir high level 
''s truggle" about the project, with the small but 
strong " Shan ghai Group" of PRC l eaders , who were 
questioning :Fluor ' s and the U.S.A.'s " probable 
neo-colonia l motives" in pushing ( or supporting) 
the project. Chu has been known of by Hoose since 
1973, and is the PRC senior official who obtained 

high level approva l for Wang Chen-chuan to escort 
Hoose at PRC expense on the trip to Shanghai and 
Hangchow for ten days in 19740 Hoose has overheard 
Lee Pay-chu t alking on the telephone between Kwangchow 
(Canton ) and Peking , and between Hongkong and Peking, 
several times - including occasions when the calls 
were placed by Lee from Hoosevs hotel roomso The 
conversations with the Chinese operators and with 
the one called (Chu T'ung Chih , or "Comrade" Chu) 
involved identifying statements; and some of the 
calls included requests for specific information, 
positions or approvals - with references to Marshall 
Yeh ~ and were followed , variously within a few hours 
or a f ew days - by the requested matters~ Chu also 
was described by Wang Chen-chuan to Hoose as " my 
senior" and in similar terms, at v arious times in 
1973-1974, in Chinao Among other things, on some 
occasions Hoose's requested visa tv enter the PRC on 
business has been forthcoming within a few hours after 
such telephone calls were made by Lee Pay- chu to 
"Lao " Chu in Peking . "Lao" Chu should be readily 
and specifically identifiable by the U.So government 
by his position - i mmediately junior to Yeh Chien-ying ; 
his areas - Peking and Kwangchow ( Canton ); his age -
67 ; the identities of his full y identified immediate 
subordinates - Chen Hung and Yeh P'ing, in Hongkong ; 
and Wang Chen-chuan and " Lao" Wu, within the PRC and 
( as to " Lao" Wu , only) in New Yorkp· and his areas 
of responsibility - security ; intelligence ; military ; 
a n d the regulation of contacts with foreigners. 
Chu has personally carried Flu or materials from Kwangchow 
(Canton ) to Marshall Yeh Chien-ying in Pekingp and 
conferred there also with Vice Premier Teng Hsiao- ping , 
on the project ( Hongkong Refinery and Petrochemical 
Plant)o These trips were in May, June and July, 19750 

H. Chen ( Chen Hung), outwardly known as the Sub­
Mana~er , Bank of China, Hongkong. Actually, he also 
is a

0

senior member of the PRC "political" ( intelligence) 
group in Hongkong , and exercises considerable authority 
as to the Fluor project. He communicates directly with 
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Yeh Chien- yi ng , "Lao" Chu , "IJao" Wu , and Wang 
Chen-chuan , in China, and is the mos t frequent 
source of information or authority used by Lee 
Pay- chu in Hongkong . H. Chen (Chen Hung ) is 
consulted about the project almost daily by 
Lee Pay- chu , and apparently can obtain ins t ructions 
or information from either Yeh Chien-ying or "Lao" 
Chu (varying with the i mportance of the need) within 
a few hours after being asked to do soo Hoose has 
discussed the Fluor project in Hongkong directly with 
Chen Hung (July , 1975, was the last time ) o Two 
possibly interesting notes : (i ) The Hongkong colonial 
authorities identi f y Chen Hung as a man with great 
authority, in t heir own dealings with the PRC; and 
( ii) Chen Hung and Hoose were schoomates in their 
youth ( the 19JO ' s ) at Peking American Highschool~ 
Chen Hung has chang ed his name since then, and like 
most Chinese communists, does not like to acknowledge 
his early America n schooling 0 

Yeh P ' ing , nominally just a Deputy Director of China 
Resources Co ., Hongk ong (and in charge of the office ) . 
Actually, he too is a senior member of the PRC's 
"political" (intelligence ) group in Hongkong , and with 
Chen Hung he functions us the PRC " shadow PRC 
go;rernment" of . the pr?-PR~ Chinese.residents in Hor_igkons;o 
This man also is heavily involved in the Fluor prOJect, 
but works in the background with Lee Pay-chuo 

Lee Pay-chu (P.C . Lee), a Chinese businessman in 
Hongkong . He was met by Hoose, among other places 
( in the U. S . and in Hongkong ) in the PRC , in direct 
connection with Wang Chen-chuan, who identified Mr . 
Lee as "my friend." Lee Pay-chu is a civilian, and 
heavy exposure to him in the past three years has 
convinc ed Hoose that Lee is not a member of the PRC 
Channel , as such, but serves rather in a voluntary 
capac ity as a nongovernment volunt eer motivated by 
deep patriotism for his fatherland, the PRC. Lee 
is a Northerner, from Paoting o He comes from a long 
line of educated and wealthy traders, reaching back 
generations to the silk routes across Asia . He 
owned ten "factories and large outlets" devoted to 
furs, silks and other textiles and goods, in 1949. 
He "gave them to China," he claims. During the war 
against the Japanese, Lee was a guerilla fighter , and 
became impressed by Chairman Mao and his supporters 
in that periodo P . C. Lee (on behalf of the PRC) was 
a key fi gure in cooling the "disturbances" or pro­
PRC riots in Hongkong, during the so-ca l led Great 
Proletariat Cultural Revolution, in 1967 , and handled 
the settlement and cooling negotiations for the PRC 
side thro1:'1g~ an ~r;glish solicitor , George Steven~ Fr~ 
on the British siaeo The Fluor Team met Lee Pay-9~u ·~\ 
in China in the Fall of 1973 . In the subsequent ~ 
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February, 1974 Fluor Team visit to Peking, Wang 
Chen-chuan identified Lee to the Fluor Team members 
orally , as "my friend," and· recommended that if Fluor 
wished to have a Chinese work with them in their 
business efforts with the PRC, Lee Pay-chu would be 
"very suitable for that purpose." On other occasions, 
Wang Chen-chuan similarly identified and recommended 
Le e Pay-chu to Hoose, both in Kwangchow (Canton) and 
in Peking. Lee Pay-chu interfaces with Hoose, in 
the liaison work between the PRC and Fluor Corporat ion, 
in this project . Lee is in direct contact on a 
frequent basis with Yeh Chien-ying; "Lao" Chu; 
"La o" Wu; Wang Chen-chuan ; and the various Hongkong 
members of what they refer to as "the Channel." He 
is involved almost full time with the project, works 
most frequently directly with Hoose (but quite often 
with Messrso Ewert and Wuhrman, the Fluor Team Leader 
and the Fluor Project Director, respectively). In 
connection with this project and Fluor approaches to 
the PRC, Hoose and Lee have been in Peking together 
and in Kwangchow (Canton) together , Lee has gone alone 
to Peking twice, and Lee has gone alone to Kwangchow 
(Canton ) many times, the most recent of which were 
last week and again, yesterday (July 22nd- 24th; and 
July 28th-29th. To date , all of Leeis promises have 
been kept and all of his reports have been confirmed 
exactly by subsequent events . He is painstakingly 
honest, scrupulously careful in his work, and so far 
has been comple tely trustworthy in his dealings with 
Hoose and Fluor. However , it must be borne in mind 
that Lee Pay-chu is absolutely dedicated in his love 
of China , and obedient to the directions of what he 
calls "the Channel," by which h e means everyone working 
for Marshall Yeh Chien-yingo Where China's national 
interests and our American national interests are in 
opposition, Lee cannot be relied upon at all by the 
American side , of course . He is aware that Hoose feels 
exactly the same way, but in reverse, and that he 
cannot rely at all on Hoose as to anything which may 
not serve the national interests of the U.S. However, 
the working bond between Lee and Hoose is their commonly 
shared respect for individua l Chinese and the non­
communist aspects of Chinese culture , and above all, 
Lee and Hoose share a common grave concern about the 
steadily growing USSR military threat to both the U.S. 
and China , and the hope that cautiously increased 
Sino-American relationships ma y provide one of the 
answers to the USSR military threats , eventually, if 
that a nswer continues to be in the respective national 
interests both of the U.S. and of China . This section 
has been handled in detail, because the Lee-Hoose 
cooperation has been and can continue to be of value 
to the project and to the U.S., in view of Lee's 
powP.rful PRC connections and Hoose ' s various contacts 
in our own government.: 
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Secret Informal Decision bv the People' s Republi~ of 
China ( PRC) ~o Proceed wit~ the H k P · t onp.: ong ro ,1 ec 

Fluor ' s A.C. Ewert, Jr. , Vice President , International 
Sales (Fluor Negotiating Team Leader, in the work with 
the PRC), Charles Mc Wuhrman, Executive Manager , Projects 
(Project Director for this project, and the Leader of 
the Fluor Technical Team for this project) and Harned 
Pettus Hoose, al l have been told the following by Lee 
Pay-chu, and key portions of the following also have 
been confirmed to Hoose by Chen Hung, another member of 
the "High Political Channel," which is referred to by 
its members a s 11 the Channel." Note that the following 
dovetails with and supports, in greater detail, the 
comments and reports to Fluor by members of the PRC normal 
trading channels, reported above (Paragraph (5), page 10, 
hereinabove). 

Ao With the "approval of Chairman t.lao , " Premier Chou 
En-la i, Vice Premier Teng Hsiao~ping and Marshall 
Yeh Chien-yin Minister of Defense ( among other key 
positions , together with their senior colleagues, 
have decided to proceed with the Fluor plan for the 
PRC to construct own and o erate ( through its Hongkong 
Chinese "Patriots" , the Hongkong Refinery and 
Petrochemical Complex, and to allocate the necessary 

B. A public announcement will be made either ( i ) soon 
after President Ford ' s visit to Peking, if the PRC -
U.So relations continue to be friendly and if no 
unexpected di f ficulties arise before then , either 
within China or externally, or (ii) earlier than the 
Fresident's visit to Peking, if the U.So can provide 
the PRC with some " suitable" trigger device, i.e. some 
propaganda excuse for China to use with own senior 
cadre groups and people internally, and with its allies , 
externallyo 

1 0 The so-called trigger device is needed by . China's 
leaders as an excuse for an early announcement of 
the project, and for documenting it and proceed­
ing publicly with its implementationo If no such 
trigger device can be fort~coming, then the PRC 
will use President Ford's visit to Peking ( if the 
result is generally constructive) as the necessary 
excuse for the announcement and implementation , 
pursuant to th~ Shanghai Communiqu~ of February, 
1972 and its provi sions as to trade and business 
between the two countries. 
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2. The trigger device definitely does not have to 
include recognition, the exchange ofambassadors, 
the abrogation of our treatv with Taiwan, or anv 
such grave extreme and controversial steo . It will 
be sufficient if President Ford can just initiate 
or announce the beginning of procedures t o do one 
or more of the following : 

ao Make Most Favored Nation ~tatus available to the 
PRC. In this connection , the PRC representatives 
showed some famil iarity with our laws, an d with 
the l imitations upon th e President's powers to 
effect such status as to the PRC. The request 
was simply that there be an announcement of 
t his Administration's policy favoring MFN for 
the PRC, and initiating the formal procedures; or 

b . Resolve the blocked funds and frozen assets 
problem . Here , the suggestion was that the U. S., 
by itself , "take the f irst step," and then that 
China, to o , will comply on its side a nd will 
reciprocate. That portion of the message is 
not intelligible to the Fluor people, because 
they do not know the precise status of this item1 or 

c~ Remove all U.S. armed forces from Taiwan . 
Here it was stressed that at this point and for 
the limited purposes involved (to enable the 
PRC to proceed with the project, at an early 
date), it would no t b e necessary to do anything 
f urther at t his time with respect to Taiwan • or. 

d. Make some other " similar" token friendly and 
public gesture , o f at least " some substance," 
with respec t to the PRC. Such a gesture should 
be designed to be suitable as an excuse for the 
PRC leaders to use with its people and allies , 
for the ma jor steps and apparent shifts in 
previously a nnounced PRC policy inherent in an 
early public announcement and the implementation 
of the Hongkong project. 

c. Evoluti on of the Affirmative Decision, Within the PRC 

The PRC desire to construct, own and operate a major 
r efinery and petrochemical complex in Hongkong and to 
supply it with Chinese feedstocks (crude oil~ gas, etc~) 
was formulated early in February , 1975 , by the Yeh 
Chien-ying group in Peking , in response to inquiries 
by Fluor Corporation transmitted to the PRC via Hoose 
and Lee Pay-chu o Approval for study of the matter ~. F~• 
was cibtained from Chairman Mao Tse -tung , Premier Cho~ ~ 

~ 
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En-lai and Vice Premier Teng Hsiao- ping, soon there­
after e The Fluor Corporation ' s conceptual proposals 
wer e secret ly solicited by the Yeh Chien-ying channel 
through Lee Pay-chu and Hoose , the latter of whom the 
Yeh Chien- ying group knew a bout through prior communi­
cations on other matters a nd also whom some of the 
Yeh Chien-ying channel members knew personallyo 
Directions were given to Fluor Corporatiori via Lee and 

· Hobse , as to the nature of the proposals desired, their 
due date , and the procedures for delivering the proposals 
to the PRC. Also, via those channels, Fluor was told 
to deal with Henry Y. To Fok (Ho Ying-tung), the so­
ca l led PRC "Patriot" in Hongkong . Fok was told by the 
PRC authorities with whom he regularly works, to accept 
the Fluor materials and to transmit them to the PRC via 
Fok ' s standard PRC State trading corporation channe lso 
Meanwhile , copies also were transmitted directly to 
Yeh Chien- ying and his close senior associates in Peking, 
v ia his special channels . Fok also went to Peking for 
consultations on the mattero 

A continuous flow of materials pertaining to Fluor's 
conceptual proposals , financing and business aspects 
was conveyed to Peking from Hongkong and Los Angeles , 
( i ) via Henry Y. To Fok and the normal PRC State trading 
c orporation channels and ( ii ) without Fok ' s knowledge, 

also via the special Yeh Chien-ying channels, directly 
to Yeh Chien-ying, Chou En-lai and Teng Hsiao-pingo 

Durin Ma and art of June l 7 the Yeh 
hien-ying and Teng Hsiao-ping group in the PRC variously 

prepared its senior colleagues for very high level and 
secret discussions about the Hongkong project. Their 
opposition in the PRC government at first was not in­
formed o In June , the Hongkong project was presented 
openly to the PRC highest leadership group, including the 
opposition. A secret struggle ensued. _ 

In late June, the Yeh Chien-ying group sent a high level 
representative ( "Lao" Wu) from Lushan (Lu Mountain, in 
Kiangsi Province) to Hongkong, to request Lee Pay-chu 
and Hoose to prepare and provide the Yeh Chien-ying 
group as soon as possible with detailed commentaries 
as to the "inner motivations" of Fluor Corporation, 
the U. S. government and the Hongkong U.K. authorities , 
in respect ively proposing or supporting s uch a project, 
and as to whether some "neocolonial'' trick or inter.:.. 
national economic power play might be involved. The 
commentary was prepared, discussing the various innocent 
and sincere (though business-motivated) ·purposes of 
Fluor Corporation , its consortium colleagues, the U. S • ...-.C!:0 . . . t t , \ ii() and the Hongkong authorities; and he commen ary was ~~ 
transmitted by Hoose and Lee via the senior Yeh Chien- f ~ 
ying channel member , "Lao" Chu , to Yeh Chien-ying and 1

, _: 

I 
-21.;. 



Teng Hsiao- ping in Peking . The Yeh Chien- ying channel 
members in Hongkong t old Hoose and Lee Pay- chu that 
t he comment ary as to i nner motives was urgently needed 
f or Chou En-lai ' s t Teng Hsiao- ping ' s and Yeh Chien- ying •s 
use in contending with the quest i ons raised in the · 
~hen c~rren~ strug~le with thei~ very senior_ opposition , 
i . e. t the :::>hanghai group," as "Che PRC sometimes calls 
wha t some Western commentators va r iously call the 
"radicals ," " the extremists" or "the Madame Mao group." 

The opposition, Lee and Hoose were told, had raised 
questions as to whether the Fluor, U.S. and Hongkong 
authoritie s were sincere , or whether on the other hand 
s ome "neocol onial and imperialist conspiracy" against 
t h e PRC was the under lyi ng motive . 

In earlv July and again in mid-Julyr Fluor and Hoose 
were told secretly by the Y§h Chien-ying channel that 
the sup orters of the nro"ect (Chou En-lai Ten Hsiao­
ping and Yeh Chien-ying had prevailed ; that "a green 
light for the project had been obtained ;" · that the 
project had been secretly and informally approved, at 
the highest level; and that the project would be formally 
approved and implemented , eventually~ when and in the 
manner reported hereinabove (See Paragraph J, pages 19-20 , 
a b ove ). 

At that time, Fluor and Hoose were told that the public 
announcements and the implementation could be advanced 
to a date prior to President'Ford ' s visit to Peking, 
if the U. S . government could provide some " token public 
trigger advice ," as is r eported in detail in J. B. , pages 
19- 20 , hereinabove . Fluor and Hoose were told that the 
project and the affirmative decision continue to be 
secrets, even within the PRC and in all governmental and 
diplomatic "circles ," excepting only among the very 
highest leaderso Fluor and Hoose were told that the 
PRC now will begin to prepare its people and allies . 
Possibly by coincidence or possibly as part of that 
preparation, a PRC-controlled Chinese newspaper in Hongkong 
in mid- July published a comment by its editor, in sub­
stance stating that Hongkong should take concrete steps 
to seek involvement in processing and using PRC· crude 
oil 9 and commenting on the many advantages which would 
result from such steps . That PRC- controlled newspaper 
commentary was published well before the UK-published 
Economist magazin e appeared in Hongkong , urging something 
of the same sort , so the PRC-control led commentary could 
not have been prompted by that UK source and must have 
been prompted t if at all, by a PRC source. We cannot 
evaluate the PRC - controlled commentary precisely, of 
cour se . But it is well known that the PRC press does 
act independently of the PRC government o 



4. In 1ddition to aryd Apart from ~he Fluor and PRC Hongkong 
Pr9Ject . Information and Inquiries Conveyed Via the Yeh 
Chie~-ying . Channel , That Channel Very Recently Has Conveyed 
the Following Important Messages to Hoose , to be Relayed 
by Hoose to President Ford : 

Certain Oral Messages from Yeh Chien-ying and 
His Group , With Respect to Informal and Off-the­
Recor~ Suggestions and Inquiries as to Possible 
Solution of the U. S . - PRC Problems , Including 
the Taiwan Question. 

The Oral Messages and Inquiries Are Secret, 
and Hoose Promised the Yeh Chien-ying Channel 
That : 

A. They Would Be Kept Secret, Excepting 
from the President and His Most. Senior 
Helevant Assistants ; and 

B~ That Hoose would Do His Utmost to 
Deliver Them as Soon as Possible and 
in a Manner That Will Assure Their 
Receipt by the President , Himself 

In View of the Messages ' Subject Matter , ·Contents , 
Origin and Intended Recipient, of Course Their 
Contents Are Not Known to Fluor Corporation . 
However, the Fluor Team Leaders Were Told by 
One of the Yeh Chien- ying Channel Members That 
Such Messages from Them to President Ford Have 
Been Given to Hoose , Although Their Contents 
Cannot Be Disclosed to Fluor Corporation 

As some of the National Security Council current and past 
senior officials know , including Al Haig and perhaps in! 
somewha t less detail , Brent Scowcroft , during the past three 
years and in connection with Hoos e 's nine business trips in 
the PRC involving in all almost a year in China , Hoose has 
developed close contacts with the group of "political 
cadres" (probably intelligence-related men in the PRC ) now 
identi fied as the Yeh Chien~ying group . 

Prior Secret memoranda by Hoose to the White House from time 
t6 time in the past three years and particularly when Al 
Haig was th e Deputy Assistant to the President for National 
Security Affa irs, and then Chief of Staff, White House, 
reflect Hoose ' s earlier voluntary reports , as a loyal and 
patriotic America n , as to this element among his PRC business 
contacts. 

~~ ~hat element , through Wang Chen-chuan , a senior a ide to · .F ·~~ 
Yeh Chien-ying , was Hoose ' s host during his 1973- 74 journfe s ~ 
in the PRC , as the guest of the PRC government . That . : 
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element has b een involved in most of Hoos e 's major 
business transactions with the People 's Republic of 
China in the past three years. For example, in Hoose's 
successful settlement of the major business dispute 
between Seabrook Foods, Inc. and the Insurance Company 

of North America, Hoose's clients, and the PRC trading 
_corporation , China National Cereals, Oils and Foodstuffi 

Import and Export Corporation, last February, 1975, 
Hoose was assisted in working out a compromise resolution 
which was very favorable to the U.S. side of the 
dispute, by top PRC intervention in the dispute, 
brought about through the Yeh Chien-ying channel-~ 

Further , and as an example , the Fluor Team received 
a great deal of assistance in its negotiations in 
Peking, from Hoose's contact, Wang Chen-chuan, who 
personally entered the meetings and took part . , 

Anoth er example was the obtaining of important contrac t 
conc essions for another of Hoose's clients, Hercules 
Corporation, through the assistance of one of the 
Yeh Chien-ying channel members in Peking , in February 
and March , 1974. - · 

-All of the above examples happened to involve the 
nationa l economic interests of the PRC, in the view 
of the Yeh Chien-ying group , and so assistance was 
extended at a very high level, and the results were 
excellent for the U. S . business entities involved at the 

time . However, in each instance the lower echelons of 
PRC trading companies initially involved had not per­
ceived the PRC national interest , and were not cooperating . 

These few examples of many more incidents in the past 
three years are cited for the purpose of reflecting the 
proven authenticity and great authority of the Yeh 
Chien- ying group, and its ability to speak for the 
highes t levels of the PRC government . The issues involved 
were not daily or routine matters. Their special 
re solution required very high authorityo For example, 
in the Seabrook Foods, Inc. - Insurance Company of 
North America dispute with the PRC, the settlement 
obtained for the American side by Hoose , with the assistance 

of hi s contacts in the Yeh Chien-ying group , involved 
receipt by the Americans of a settlement valued at more 

than US$ one million~- It takes enormous authority in 
the PRC to authorize s uch a settlement~ These commercial 

incidents are concrete examples of the fact that the 
Yeh Chien-ying group does have that enormous authority, 
and can speak for the top level of PRC governmento 
That demonstrated authority should b e borne in mind, in 

evaluating the authenticity of the current oral message 
conveyed by the Yeh Chien-ying group to President Ford , 
via Hoose·;,;, .. tl /ff-~ 
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On the governmental messages level, from time to time 

Hoose has received various comments , expressions of 

views , and the like , from the Yeh Chien-ying group 

in the PRC , which Hoose has uriderstood to have been 

~i:tenc;Ied by the speaker ?r speak_ers to be a "message ," 

' inquiry, " or sort of trial balloon, de-signed to be 

transmitted by Hoose to White House, State or Commerce 

officials with whom Hoose has been in touch, from time 

to time, as a voluntary nongovernmental advisoro 

The topics of some of those var i ous comments, expressions 

of views, and the like, have ranged from the sometimes 

trivial , through subjects of some economic or trade 

information value, up to what Hoose has believed were 

matters sometimes vi tally affecting· ti:ie · TJ. $ •. national 

interestso , 

In each instance and provid ing , of course, that no client 

confidences were involved, as a patriotic and loya l 

American, Hoose took pains at his own expense and without 

seel~ing or expecting any reward, to convey the supposed 

comments, expressions of view, or message, to an 

appropriate U.S. governmental officialo . Many such 

reports have been delivered orally by Hoose to Al Haig: 

during the periods indicated and when General Haig was 

in a position to handle them, when he was Deputy Assistant 

for National Security Affairs and later, when he was 

Chief of Staff, White House. Tw~ or three such reports 

were made by Hoose to Brent Scowcrofto Others have been 

made to individuals variously at State, Commerce and at 

the National Security Council or at the U.S. Liaison 

Office in Peking ~ 

In 1974, at the specifi c and express request of a senior 

member of the Yeh Chien-ying group (then calling itself 

only a "Very senior PRC gove];'nment group''), Hoose carried 

an informal off-the- record but very specific message 

and inquiry from the PRC to President Nixon. The 

contents of that message were and are secret, a nd will 

not be stated here. Hoose delivered the message to 

Al Haig, who indicated he would transmit it directly 

to President Nixon. There is absolutely no question as 

to the authenticity of that me ssage o Its source and 

contents alone confirmed that, in addition to certain 

other factors . As it happened, and perhaps,in some 

small degree because Hoose , himself so advised (in 

addition to the independent determ]nation in that regard 

by President Nixon and his Assistants ), that particular 

message was ignored and thereby rejected by President, 

sub si l entioo Even to have answered it might have 

prejudiced our relations wi th third nations. Hov•ever, 

the very content of the message , itself, was of some 

value to the U.So in the strategic informational areaso 
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The above information is provided here, because there 
is a natural human tendency, which is admirable of 

course when grave international matters are involved, 

to place a very heavy burdon of proof on one who is 

a citizen, without official portfolio, who offers his 

government and his country an oral message of grave 

import from the leaders of another nation. That is 
especially the case where, as here, we do have some 

official contacts with that other nation. That 
properly cautious tendency on the part of our U.S 0 

government may be all the more accentuated where, as 

here, a change of administration has taken place and 

some key positions have changedo 

Hoose accepts the heavy burden of proof. The fact is 

that he has been entrusted this time with a very 

important informal and off-the-record oral message from 

the Yeh Chien-ying and Teng Hsiao-ping group in the 

PRC, for President Fardo Its subject matter and content 

are extremely important. It should be heard by 

President Ford, and in any event it must be delivered 

in such a manner and to a sufficiently senior and 

responsible U.So governmental official, as to assure 

. that it will be called to the President's attentiona 

This time the message involves informal inquiries, 
suggestions and messages, in "trial balloon" form, which 

Hoose believes might offer a good solution to the 

U.S. - PRC problems, including the Taiwa n problem • . 

Hoose urgently requests an opportunity to deliver the 

message as and when appropriate, and in a manner that 

will enable Hoose to repor t to the Yeh Chien-ying group 

that their important message has been delivered to 

President Ford.; 

The Chinese Reasons for Conveying an Important 
Oral Message from the PRC Government to Our 
President , Via a U.S. Civilian , Without Official 
Portfolio, Rather Than Via the Usual Diplomatic 

Channels or Via Some Offi cially Recognized Channel 

Some private China experts andsome U.S. govern­

mental officials who may not be familiar with the 
thought processes and inner attitudes of the PRC 
Chinese may wonder why they would convey evep informal 

and off-the-record messages and inquiries via a 
civilian without any official status and wi thout 
portfolio, when we have a number of official contacts, 

including the Liaison Offices in Washington, D.C. and 

Peking. 

However , to tho se who really are familiar with 

the Chinese , on the basis of a lifetime among them 

perhaps rather than through scholarly studies, the 
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answer is obvious: 

The use of a middleman is traditional among the 
Chinese, and is particularly in vogue now, with the 
political and ideological uncertainties and many 
pitfalls inherent in a "continuing revolution," in 
which approved viewpoints and positions change often, 
and only the most agile can survive by avoiding taking 
any dangerous positions. 

For thousands of years and particularly since the 
PRC revolution and an apparently unending series of 
"movements," with the PRC's many internal conflicts 
and high level struggles, the Chinese have used middle­
men and unofficial go-betweens to float trial balloons 
and make preliminary inquiries which could be disclaimed 
if rej ected , to preserve the principals ' political or 
even physical skins; to save face , · when a negative 
response or disinterest is ascertained in advance , by 
then avoiding presenting the question openly; and to 
establish in advance of any confrontation, the dignified 
and safe boundaries of what is and is not feasible 
between two different principals who are about to meet 
face~to=face. 

As is requirad by the Chinese ~ener~lly of a 
prospective middleman, and as they view Hoose in this 
case, he meets the necessa ry criteria to convey "trial 
balloon'' inquiries and suggestions by the PRC to President 

Ford: 

(1) Hoose thoroughly understa nds the Chinese, their 
languag e and their feelings, perhaps as only one who was 
born and grew up among them and is bi-cultural as to 
China and the U.S. can. 

(2) Hoose can be trusted to be accurate , without 
injecting his personal feelings or interpretations. 

(3) Hoose respects the Chinese, individually, and 
respects the non-communistic aspects of their culture. 

(4) Hoose has a proven record of ma intaining total 
confidenti ali ty, and i f the results of the communication 
are either that it is ignored or that it is,re j ected , 
Hoose will not humiliate the senders by disclosing to 
the press or from some platform that he conveyed the 

message o The matter simply dies~ 

( 5) Hoose is known both by the PRC and in the U.So 
as b e ing strongly anti -communist and absolutely loya l 
to the U.S., a nd therefore can be trusted also by the 
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5. 

recipient of the message and inquiry. 

(6) Hoose has had some access to the White House 
and to some other high U.S. officials , and has a 
potential for effecting the desired delivery. 

The above points provide the Chinese attitudes with respect 
to the oral messages Hoose has been given to convey to the 
President. 

From the American point of view, Hoose is a former (World 
War II ) Naval Intelligence officer, with an established 
record for great loyalty to the U.S. , and a deep love for 
America. His Naval File is : Lieut . Harned Pettus Hoose, USNR, 
S(I), File No. 212JJ4 o His integrity may be known to some 
in the U.S. government , and can be confirmed if desired, by 
General Alexander Haig, among others . Perhaps John Holdridge 
may have sufficient familiarity vvi th Hoose ' s record~ in 
v oluntarily serving the U.S., in recent years. Hoose is 
a reputable lawyer , relatively well known in Los Angeles, 
and enjoys an "A- V" top rating in the national independent 
rating system, Martindale-Hubbell. He has practised law 
very successfully for over twenty-five years~ and represents 
a number of U.S. corporations numbered among "Fortune's 500." 
He is a former Chairman of the Board of Trustees of the 
Westwood Community Methodist Church , one of Los Angeles ' 
l a r gest church~s; a former holder of a number of offices 
and r esponsibilities in the State Bar of California , the 
Beverly Hills Bar Association and the Los Angeles Bar 
Association ; is admitted to practice before the U.S. Supreme 
Court; is a Member of the American Legion ; and has been 
selected for inclusion in the next issu e of Who ' s Whoo 
Because many of the addressees and potential readers of this 
memorandum have never heard of Hoose a nd know little or 
nothing about him, the above items are included here to 
meet some of our American criteria , in evaluating lloose's 
potential for carrying important oral messages accurately · 
and with integrity o 

As a loyal and patriotic American , Hoose urgently requests 
an opportunity to deliver the message from the PHC's semor 
governmental officials to PresJ_aent F'ord . 

Description of the Fluor and PRC Pro"ect Hon .kon~ Refiner 
and Petrochemical Complex and of the U.S. Consortium Headed 
by Fluor Corporation 

Ao The Pro,iect 

The Hongkong Refinery and Petrochemical Complex will be 
th e l a r gest of its kind in the world and will b e designe~ 
and constr uct ed on world scale proportions to process · 
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about 42,000 metric tons of Chinese crude oil per day 
or approximately 14,000,000 metric tons of Chinese crude 
oil per year. The complex will be capable of producing 
a broad slate of products, including fertilizers , 
olefins and aromatics, in substantial amounts. The 
feedstocks supplied by China to the complex will include 
natural gas , in addition to crude oil and other feed­
stockso The petroleum and petrochemical products from 
the refinery and petrochemical complex will be used 
within China, in Hongkong and also for export to world 
markets. 

The PRC will own and operate the refinery and complex, 
probably through its Chinese Hongkong resident " Patriots," 
who will front for the PRC in financing the project, 
participating to some degree with Fluor in the engineer­
ing and construction , participating to some extent with 
the U.So operating participants in operating the facility 
during the financing pay-back period and operating the 
complex alone thereafter, and marketing the products not 
used within Chinao 

Depend ing on the final selections by the PRC of facility 
units and product slates , the cost to the PRC or its 
"front" owners will range from US$4o5 billion to US$7 
.billion. 

The facility will be located in Hongkong's New Terri­
tori es , with convenient access to gas and crude oil from 
the PRC, power, ocean approaches, Pearl River barge 
traffic from crude oil sources in Kwangtung Ptovince, 
pipelines from China into Hongkong~s New Territories , 
and Hongkong ' s connections with international financing 
and marketing networks. 

It is anticipated that a Preliminary Study will be 
effected by Fluor Corporation, commencing immediately 
after the public announcement , and extending for about 
six months. Thereafter, engineering and construction 
will take approximately four years. 

Bo The U.S. Consortium 

(1) The Consort ium is Led by Fluor Corporation 

Fluor Corporation initiated the discussions 
and negotiations with the PRC , after a three 
year marketing campaign, numerous trips to 
the PRC by its representative, Hoose , and two 
quit e long working visits to Kwangchow (Canton ) 
and Peking, r espectively in 1973 a nd 1974 9 by teams~ 
In 1975 , the Fluor Team assigned to this 
proj ect a t thi s stage has worked almost con- ~ 
stantly on Fluor ' s conceptual proposals and __J: 
in explaining and enlarging them for the PRC ' : 
side . ~ 
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Fluor Corporation is wideli known as the 
l argest heavy- engineering firm in the world , 
and is a major contractor on the Alaska pipe­
l ine projec t , among other large assignment s 
currently under way . Fluor's background and 
status were succinctly reported in the follow-
ing item which appeared in Newsweek, International 
Edition , July 7, 1975, page J4: 

" Fluor Corp . Wins Iranian Refinery Contract 
eBarely two weeks after it landed a multibillion 
deal to develop Saudi Arabia's natural gas 
industry, Fluor Corp . of Los Angeles, Calif., 
has won a contract to design and build a $750 
million refinery complex in Iran. The new 
agreement , a joint venture between a Fluor 
subsidiary , Fluor Atlantic Ltd., and Wes t 
Germany's Thssen Rheinstahl Technik GmbH., 
will provide the National Iranian Oil Co. with 
a 200 , 000-barrel-a-day facility that will 
produce gasoline , kerosene, j et fuel, liquified 
petroleum gas and solvents , plus sulfur as a 
byproduct. Fluor , whose annual turnover last 
year was $801 million, has risen in recent years 
to become the largest heavy-engineering firm 
in the world and now has a backlog of orders 
that stands at $10 b illion ." 

J . Robert Fluor is Chairman of the Board of Fluor 
Corpora tion , and also is a member of President 
Ford ' s Export Council . David S . Tappan , Jr . , is 
President of Fluor Engineers and Constructors , Inco 
The Fluor Team in the current discussions and n ego­
tiations with the PRC is led by A. C. Ewert , Vic e 
President , International Sales. Charles M. Wuhrman, 
Executive Manager , Projects , is the Project Director . 

( 2 ) Other Members of the Consortium Selected To Date 

The requirement of absolute secrecy exacted bf 
Fluor by the PRC has resulted in a decision to 
proceed with great caution and only on a limited 
basis, for the present , with the organization of 
the consortium. Although the consortium eventually 
will have to be larger and will include a dditional 
major corporate ent ities , which in turn will draw 
upon the products and s ervices of a broad r ange of 
U.S . industry and l abor , only the key financial 
participa nts and operating participants have been 
involved to date . All communications between Fluor 
Corporation and them have been limited to the 
Chairman or corporate Presidentia l level only , to 
safeguard conf identiality . Those key financial and 
operating participants are : 
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Phillips Petroleum Company - By Wm. c . Douce , 
President 

Union Carbide Corporation - By F. Perry Wilson, 
Chairman of the Board 

Note: F. Perry Wilson, also ( as is J . 
Robert Fluor) is a member of 
President Ford's Export Council . 

Bank of America - By Chauncy J. Medberry, III, 
Chairman of the Board 

The Chase Manhattan Bank - By David Rockefeller, 
Chairman of the Board 

6 . The Proj ect Will Have a Very Substantial Affirmative Impact 
Upon the U.S. Economy , Industry and Labor 

During the construction and financing pay-back periods , the 
project will gain the U.So a US$13.6 billion balance of pay­
ment s credit . 

The value of U. S . components of goods and services for the 
proj ect r anges from US$3.9 billion as a minimum , through 
US$5 billion as a probable amount, to a maximum of US$5 . 5 
b illion. For example , the pro j ect will require 2 ,800 miles 
o f pipe ; 360,000 valves ; 5 ,000 pumps ; 200, 000 instruments; 
10,000 electric motors ; 3 , 400 large towers , drums and 
storage t a n ks ; and 47,000 miles o f electrical wire o 

The U.S. will have the opportunity to supply US$3o6 billion 
worth of raw materials for the project. Fluor estimates 
that during the initial operating period of the complex, 
during which the financing will be repaid (10 to 12 years), 
the interest earnings for funds advanced for construction 
wil l provide an additional US$5 billion to the U.S. balance 
of payments. 

The complex will provide for the continuing employment of 
140,000 man-years of labor in the U.S . , and considering the 
multiplier effect , the continuing employment generated by 
the complex - in the U.S~ - could be the equivalent of 
560 , 000 man-years of employment o 

Shipping the U.S. equipment and construction materials to 
Hongkong will provide availability of continuous employment 
for approximately 44 ships per year for a four year periodo 
During the initial period of operation , there will be a 
iequirement to employ about 17 ships continuously per yearo 
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7o An Alternate Source of Petroleum and Petrochemical Froducts 
Will Be Available to the U. S. and Its Allies, Throuph the 
Hongkong Complex Supolied by Chinese Crude Oil and Natural Gas 

When this new Hongkong Refinery and Petrochemical Complex 
is completed , it will provide an alternate source of petroleum 
an d pe t rochemical products for the industries of the U. S., 
Japan , Hongkong and others , derived from the surplus products 
no t used by the PRC and sold on world markets. This sub­
s tantial new alternate source , with Americans involved as 
engineers , constructors , suppliers of technology, equipment 
a n d materials, and as operating participants, will provide 
a negating factor for potential petrochemical material boy­
cott s by Middle Eastern and other countries. 

8 . Beneficial Defense, Strategic , International Power Balance, 
an d Political Imolications for the U. S. 

Fluor Corporation , of course , is a business entity . It 
should not and does not become involved in international 
affairs , which of course are a province of governments, 
a l though unavoidably Fluor ' s international and often major 
projects may impinge upon international and geopolitj cal 
matters. 

However , Fluor Corporation is led by and composed in large 
measure of l oyal and patriotic American citize~s, who are 
generally aware of certain advantages to the U.S. in the 
areas indicated in the title to this Se~tion of the memorandum , 
which will result from the successful completion and operation 
of the Hongkong project . 

Those advantages will be readily apparent to the U.S. govern­
ment , which is directly concerned with and responsible for 
such things . The advantages of the defense , strategic , 
international power balance and political natures which will 
flow to the U.S . from this Fluor project with the PRC, include : 

A. 

B. 

Effecting a ma jor commercial enterprise involving 
U. S . private industry and labor with the PRC, in 
what the Chinese like to call "the spirit of the 
Shanghai Communiqu~ of February, 1972 , and thereby 
advancing the implementation of U. S. - PRC ~rade 
and business relations , on a scale which great1y 
exceeds the entire trade both ways between ~he U. S. 
and the PHC since 1972. 

Balancinv our detente with the USSR and its related 
trade an~ other asoects, with a very large trade 
and business transaction with the PHC , vn th tne 
re sultant impact upon (i) the PiW's a llies in Asia, 
and the discouragement they will experience as Go 
their hones for PHC support agains "' tne U. S .A. , for 
example, in Korea , and elsewnere ; ( ii) ~ne PRC , 
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which will have a very large economic and financial 
stake in continuing its improving relations with the 
U. S., and will be reassured also as to the U. S 0

ts 
sLeps in our detente with the USSR; ( iii ) the USSR 
which may be made somewhat more cautious in its ' 
own foreign policy and more faith1~ul in iT;s 
formance of obligations to the U. S., by the 
that the U.S. - PRC relations also are roaressina 
well, on a large scale ; and iv the American ublic , 
especially in this pre-election period, when the · 
occasional critics of our foreipn nolicies and of our 
adminisLration's domestic economic policies will be 
c onfronted with a very substantial offsetting move 
between the U.S. and the PRC, more closely balancing 
those involving the USSR , which at the same time 
provides significant domestic economic advantages, 
affirmatively and substantially a ffecti ng U.S . industry 
and employment. 

c. The military and defense implications of having a 
substantial part of the PRC's oil refining and petro­
chemical manufacturing industry concentrated in 
Hongkong , wh ere there is rea dy access by sea and 
where the general political situation is friendly to 
the U.S. This advantage to the U.S. and. its allies 
is one of the prices apparently accepted by Marshall 
Yeh Chien-;yi~nd his group, in their desire to locate 
the PRC complex on British soil (Hongkong), where it 
will be ouerated in ar t by U.S. industry, and there­
fore where t he Yeh Chien-vinu cha nnel has said to 
Hoose the USSR would be ver hesitant to interfere 
wi th it , ev en in the event of war between the USSR and 
the PRC. 

D~ The strategic implications of the availability of a 
ma,jor petroleum source in the South China Sea area, 
relatively near the East Asian , Paci f ic and lndian 
Ocean U.S. strategic zones and yet suitably remot~ 
from the Mid-East and t he USSR, where the UoS. bases 
including Diego Garcia can have a potential source 
of fuels to offset the present Mid- Eastern near 
monopoly in that regard, in those areas . 

E. The U.So intelligence implica tions inherent in a 
U.S. - PRC pro,iect involving the PHC ' s energy materials, 
their availability and reserves , the mechanics of 
their transportation and distribution, and the 
identities of the PRC personnel involved . 

The Hongkong Colonial Authorities Have Secretly Granted Their 
P~eliminary Auproval of the Proj ect , and Have Informally 
As sured Fluor Corporation That The Necessary Sites Will Be 
Held Available for the Refinery and Petrochemical Complex 

- 33-



The Fluor Team leaders and Hoose have consulted at some 

length twice , on an of f-the-record and secret basis , with 

the Hon. J . J. Robson , Secretary of the Environment , of 

the Hongkong Colonia l Government . He has jurisdiction as 

to the sites , and is one of the senior officials in Hongkong 

whose approval is required. He reports directly to the 

Governor and to the Colonial Secretary of Hongkong , who 

together constitute the real and almost en~irely authoritative 

government of the Royal Crown Colony of Hongkong 0 

By express oral " gentlemen ' s agreement " between IVir. Robson 

and the Fluor men , it is understood that during this period 

of absolute secrecy exacted by the PRCr only Mr. Robson, 

the Governor and the Colonial Secretary in Hongkong are and 

shall b e aware of the secret negotiations between the U .S~ 

consortium led by Fluor Corporation, and the PRC. Apart 

from those three Hongkong officials , we understand that 

Whitehall in London has been advised , also on a secret basis.· 

Secret inquiries from that source in the UK may be· expected, 

if they have not already been received by the U.So governmen~D 

In that connection, Fluor Corporati on has called the atten­

t ion of Mr . J . J. Robson to the fol lowing portion of 

the Hon. Lester E . Edmond ' s (Deputy Assistant Secretary , 

Bureau of East Asian and Pacific Affairs , U.S. Department 

of State) March 26, 1975 lett er to J. Robert Fluor, Chairman 

of Fluor Corporation, with respect to the pro j ect: 

"Since the refinery would be located in Hong 

Kong , ~he proJect would of course req uire the 

blessing of the local government authorities . 

In the absence of such an endorsement , and in 

t he present , very preliminary, stage , we believe 

it is a little too early for us to provide any 

definitive views." ( The balance of the letter 

cites the Shanghai Communique, and i ndicates 

the U. S . government ' s view that the Fluor 

initiatives with r espect to the project are 

fully consistent with the commitment undertaken 

by both sides in the Shanghai Communique "to 

fac ilitate the progressive development of trade 

between ( our) two countries .")( Emphasis added ) 

Fluor ' s purpose in calling that portion of the U.S. Depart­

ment of State ' s letter to Mr . J . J. Robson's attention was 

Fluor's desire to make sure that the U.S . government 's · 

correct deference to the desires of the Hongkong authorities 

with resnect to the project to be built in the Colony, 

were und~rstood by the Hongkong authori ties , and would be 

inc luded in any Secret communica tions on the subject between 

t,he Governor of Hongkong and Whitehallo 

Through Mr . J . J. Robson, Fluor has been advised (i) that 

- 34-



the project will receive the formal blessing of the Hongkong 
government , when such blessing is formally reques ted by the 
PRC or its "Hongkong Patriots" who will f ront for the PRC 
in the transaction , provided that an established and 
reputable engineering and construction firm , such as and 
speci fica lly including Fluor Corporation, is to handle 
the construction, and further provided that at least initially, 
the same calibre of U.S. operating participants, such as 
and specifically including Phillips Petroleum Company and 
Union Carbide Corporation, .will oversee the operations of 
the complex at least in its initial years of operation -
to assure high standards and thereby to protect Hongkong's 
interests , including the regular and profitable receipt by 
t he Hongkong government , of the rentals for the site (based 
on "throughput ''); and (i i) that two different potential sites 
under consideration by Fluor and the PRC, both in Hongkong • s 
New Territories , will be held available for a reasonable 
time while the secret n egotiations between Fluor and the PRC 
cont inue o 

The above was reported by Fluor to the U.S. Consul General 
in Hongkong , who at the suggestion of the U.So Department of 
State , personally has be en kept advised by Fluor as to its 
progresso He is on standby to assist Fluor in meeting the 
Governor to discuss the project , when the PRC is ready to 
have the matter become public . 

Mrc J. J. Robson also has commented informally and off-the­
record to the Fluor Team leaders and Hoose, that although 
the Hongkong government would prefer todeal with some pro­
PRC Chinese individual or group in Hongkong other than Mr . 
Henry YX; T. Fok (Ho Ying-tung), because ( i ) of his record as 
a cold war smuggler against the U. S. and the UK and bec~uie 
(i i ) of his extreme loyalty to and close connections with the 
PRC, n ev ertheless since the PRC has designated Fok as its 
desired " front " ( as he is already as to the PRC ' s other 
petroleum business activities in Hongkong , and as he is in 
part in his sand monopoly business with the Hongkong authori­
ties and in regard to the Hongkong Sha tien area and Tsin~yi 
Island petroleum storage depots (really owned by the PRC) · 
which are now b eing constructed )t and because the Hongkong 
authorities want to cooperate with the PRC and also greatly 
desire the project, the Hongkong government will acquiesce 
in and will support Henry Y. T . Fok's (Ho Ying-tung 's ) 
involvement in the projecto · 

Very much off-the-record, and as a personal communication 
only (not to be attributed to the Hongkong government , under 
any circumstances), J. J . Robson has indicated to one of 
Fluor's English contacts with him, that the Hongkong govern­
ment might give some thought to granting some loca l honors 

to Mr . Fok , for the purpos:J:: trying to make him some~~~:, •D,~~ 
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more acceptable to Hongkong's loyal ( to the Colonial 
government) Chinese, by the time the project becomes 
known to the publico At that time , a series of somewhat 
"rubber stamp" public meetings about the project will have 
to be c onducted by the advisory entities which serve under 
the Governor. Many of the members of those advisory 
entities are Chinese whom the UK has knighted or otherwise 
honored, from time to timeo Although the advisory entities 
apparently would not have the raw power to stop the 
Hongkong government in its approval of the project', they 
might cause difficult press comment and some unrest among 
the pro-UK Chinese elements in Hongkong. For that reason, 
the Colonial government will handle the pro-PRC Henry Y. T. 
Fok's involvement in the project in as delicate manner as 
possible. Fok already is the President of the Hongkong 
Football Association, a soccer group with pro-PRC leanings 
and strong political clout, but which is recognized and 
respected by the Colonial government. The Governor regularly 
"kicks out the first ball each season," so to speak.- But 
apparently we may anticipate that Henry Y.T. Fok may receive 
some further local honors , in the near futureo 

The Hongkong authorities realize, of course, that the project 
cannot possibly succeed without the PRC's blessings and 
without the PRC crude oil, natural gas , etco In view of 
the project's tremendous impact on the Hongkong economy 
(more than doubling its GNP and its trade with the PRG , 
for example ) and its hoped for (by the UK) affirmative affect 
on the desired extension of the New Territories' lease, 
beyond the present expiration date of 1998 , the Hongkong 
authorities have indicated through Jo J. Robson that full 
cooperation from them can be anticipated, including their 
outwardly warm acceptance of the pro-PRC Henry Y. T. Fok 's 
involvement and their cheerful forgiveness of his former 
role as a cold war smuggler against the U.S. and the UKo 

The following items are relevant for our own State Departmeht's 
consideration, with respect to Fok's identity as a former 
cold war anti-U .S. smuggl er : ( i) Discreet inquiries by 
one of the Fluor English solicitors in Hongkong, who has very 
good connections with the Hongkong government, have brought . 
confirmation that Henry Y.T. Fok (Ho Ying-tung) has no 
criminal or questionable record, even with the "Special 
Branch, .. apart from the cold war smuggling period . He is 
now a law-abiding resident of Hongkong, as far as .that source 
is concerned} and (ii) the only objections the Hongkong 
authori ties have relate to Fok's role as a former enemy or 
adversary during the cold war , when he apparently was · 
successful in running the Seventh Fleet blockade, and the fact 
that he is known to be a loyal closely connected PRC-supportero 
Those qualities, of course, are the reasons he has been 
selected by the PRC to front for it in the project .. Those 
qualities are inherent in any East-West transaction, of 
courseo When they are brought out in the open and safeguards 
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are taken by the Western side in an East-West transaction, 
they can be coped with . In this instance, Fluor's well­
connected English contact with the Hongkong authorities 
remarked to Hoose in confidenc e (possibly reflecting the 
vi ews of some of his contacts , but this is not confirmed) : 

"When the PRC can make its points simply by 
threatening to turn off the spigot in China 
controlling the crude oil flow to the compl~x, 
it really doesn' t make a damned bit of 
difference that one of their blighters is 
running the complex - and it might even be 
an advantage to us , to have him financially 
involved in the operation." 

In any event , the Hongkong authorities have decided to 
accept both the project and·the PRC-designated Chinese 
"Patriot ," who will front for them in its construction 
and operationo 

10. Fluor Has Kept the U.S. Government Advised 

Fluor has taken pains to keep the U.S . government advised 
as to its progress in the secret negotiations with the PRC, 
and has very much appreciated the government's assistance, 
informal guidance as to aspects which touch upo~ the U. S . 
national interest , and also the U. S. government 's coopera­
tion in maintaining strict secrecy at this stage, in view 
of the PRC ' s requirements in that revard. 

See References 1 . through 7o, caption to memorandum, 
pages 2~3 hereinabove , for Fluor ' s March , 1975 report s to 
the U. So government , by referenceo 

In a ddition to the indicated conferences and correspondence, 
Fluor representatives have made periodic confidential oral 
reports, variously in person and on the telephone , to 
Philip T. Lincoln , Jr ., Country Officer for People's Republic 
of China , Etc. , Affairs, U. S. Department of State, and to 
James Cross , U.S . Consul General in Hongkong, between March 
and July, 1975. . 

llo Fluor ' s Careful Adherance to Applicable U.S. Laws 

In their talks with the PRC men and with the PRC's Chinese 
"Patriots" in Hongkong , the Fluor Team members have been 
very careful to limit their statements and materials to 
matters clearly in the public domain and not involving any 
technology transfers , either orally or in writing . When 
necessary and appropriate a nd in whatever manner possible 
under the U. S. · government ' s guidance as to how the presently 
required ( by the PRC ) strict secrecy, Fluor Corporation will 
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initiate procedures seeking formal U. S. governmental 
approvals and permits as to the project and its various 
steps . The advice and guidance of the White House U. S . 
D .L • f -1- t , 
eparLmen~ o s~a e and U. S . Department of Commerce in that 

c onnection would be appreciated: 

REQUESTS BY FLUOR CORPORATION FOR SPECIFIC ASSISTANCE AND GENERAL 
GUIDANCE BY PRESIDENT FORD , HIS SENIOR ASSISTANTS, AND THt: APPROPRIATE 
EXECUTIVES TN STATE AND COMMERCE 

1 . The President is respectfully requested to meet with the 
Fluor senior executives and the Fluor Team ' s three 
senior members , after this matter has been processed and 
s t udied by the appropriate staffs and upon the President ' s 
r eturn fr om Europe , t o discuss the U.S . role and the PRC 
r equests of the U.S. government in connection with this 
project o 

The Fluor senior executives and the Fluor Team's three 
senior members who request the meeting with the President 
are : 

J . Robert Fluor , Chairman and Chief Executive 
Officer of Fluor Corporation, who also is a 
member of President Ford ' s Export Council . 

David S . Tappan , Jr ., President , Fluor Engineers 
and Constructors , Inco 

A. C. Ewert , Vice President , International Sales , 
Fluor Engine ers a nd Cons tructors , Inc . (who 
also is the Fluor Negotiating Tea m Leader , in 
the work with the PRC) 

Charles M. Wuhrman , Executive Manager , Pro"ects, 
Fluor Engin eers a nd Constructors , Inc . who 
also is the Project Director for this project) 

Harned Pettus Hoose , Fluor Corporation Representative 
and Liaison Ma n to the Peonle 's Re public of China 

2 . The Pre·sident is r espectfully requested to includ e the 
Joint U. So Consortium - PRC project for construction of the 
Hongkong Refinery and Petrochemica~ Co~plex in ~i~ planning, 
preparations and U.S . - PRC communications rel1minar. to 

he President ' s visit to Peking late this year , with careful 
regard for the delicate c!rcums tan9e th~t Fl~gf ~s advised 
that at this time only China ' s mos~ senior 01ficials , . 
includin g Premier Chou En-lai , Vice Premier Teng Hsiao- ping 
and Defense Minister Yeh Chien-yin& are a ware o f the PRC's 
affirmative intentions as to the proJect ; and the President 
a1so is respected requested to consider including this pr~~~ - , 
which has industry-wide and broad labor benefits and deeply D] 
affects the U. S . - PRC progress under the Shanghai Commun1qu~, ~ 
a topic for discussion and , if appropriate , a part of the ~ 
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expected Joint Peking Communiqu~ of November of December, 
1975, if the PRC should approve. 

3~ The President is respectfullv reQuested to authorize Fluor ' s 
r epresentatives to indicate to the PRC side that the U. S. 
government continues generally to support the Fluor efforts 
as to the Hongkong Refinery and Petrochemical Complex , when 
the Fluor Team returns to Hongkong and China in middle or 
late August, 1975, to resume discussions with the ~RC side . 

If possible, it is honed that such authorization by the 
President this time may be in writing and signed by the 
Secretaries of State and Commerce, themselves, and if 
possible in even more positive terms than the preliminary 
letters provided by State and Commerce last March, 1975. 
See References Nos . 6 and 7, page J , aboveo 

4. The President is respectfullv reouested to determine whether 
he feels with Fluor Corporation that it would be i n the 
na tional interest to provide the PRC with some form of 
"trigger device" or friendly signal , as reported in 
Paragraphs J.B .lc and J . B. 2 , pages 19-20, above , to enable 
the highest officials in the PRC to use such trigger device 
or friendly signal with its people and allies , as an 
excuse to them for the PRC ' s policy changes apparent in 
proceeding overtly with the joint U. S. Consortium - PRC 
proj ect at an early date , or even following the President 's 
visit to Peking late this year . 

If the President so determines , he is respectfully requested 
to take whatever steps he may feel are appropriate in that 
connection , a nd advise Fluor Corporation as to its role in 
ca lling the PRC ' s attention to any such impending or 
accomplished steps. 

Res~ submitted , 

- ~-- ~ '/i·-·~· 
Ha:rned Pettus Hoose , 
Representative and Liaison Man 
To the People ' s Republic of China , 
For FLUOR CORPORATION 

By Direction of J . Robert Fluor, 
Chairman , Fluor Corporation 
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(Excepting as to Paragraph 4, 
Pages 23- 28 , with which 
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