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I

AUTHORIZING THE SECRETARY OF THE INTERIOR TO ESTABLISH ON
CERTAIN PUBLIC LANDS OF THE U.S. NATIONAL l'ETROLEUM RESERVES THE DEVELOPiiENT OF WHICH NEEDS TO BJ!1 REGULATED
IN A MANNER CONSISTENT WITH THE TOTAL ENERGY NEEDS OF
THE NATION AND FOR OTHER PURPOSES

l\IAliCH

Mr.

HALEY,

18, 1975.-0rdered to be printed

from the Committee on Interior and Insular Affairs,
submitted the following

REPOllT
[To accompany H.'R.· 401

The Committee on Interior and Insular Affairs, to whom was re·
ferred the bill (H.R. 49) To authori~ethe Secrefury of the Interior
to establish on certain public lands.QfJ~e United S4,1tes nation11l .petroleum reserves the development oi which needs to be r~uW.ted in.a
manner consistent with the total energy needs of the Nat1on, and for
other purposes, having considered the s"'me, repOTts favorably thereon
with an amendment and recommends that the f>il~ as amended do pass.
The amendment is as follows~
. ·
.
Page 1, beginning on line 3, strike out all after the enacting claUS$
11nd insert in lieu thereof the following:
T'hat in order to develop petroleum reserve,i.~f tbe United States which Deed to
be regulated in a manner to meet t:ne total-eliergy need!i of the Nation, inclndlng
but not limited to national defeD.~Je, the Secretal'y of the Interior is aulhorizl!d
to establish national petroleum reseJ:ves on any reserved or unreserved public
lands of the United States (except lands in the National' Park System, the Na.
tional Wildlife Refuge System, the Wild and Scemc lUvers System, the National
Wilderness Preservation System, :areas now under rttview. !or inclusion in the
Wilderness System in accordance with provisioos. of the Wilderness Act of 191»,
and lands in Alaska other than tbose in Nayal Petroleu~n Reserve #4). ·
SEc. 2. No national petroleum reserve that includes all or part of an existing
naval petroleum reserve shall be established without prior consultation with the
Secretary of Defense, and when so established, the portion of such naval reserve
included ,shall be deemed to be exclooed from the naval petroleum reserv..e.
Upon the inclusion in a national Petroleum .reserve of any land wbielt ls in a
nnal petroleu.in ~rve on 'the date of eruu!tnteat of this ad, aniV :equipment;
facilities, or 1Jther property of th~ ;Department ot the Navy useu in gpe~tiQils ~
the land so included and any reem-ds, maps, exhibits, or other infonuational data
held by the Secretary of the Navy in connection with the land so included shall
be transferred from the Secretary of the Navy to the Secretary of the Interio1!
who shall thereafter be authorized to use them to carry out the purposes of this
Act.
c
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The Secretary of the Interior shall assume the responsibiliti~s an~ functions
of the Secretary of the Navy under any contract which now ex1sts w1th respect
to activities on a naval petroleum reserve to which the United States is a party.
SEc. 3. (a) The oil and gas in the national petroleum reserves in the contiguous
forty-eight states established pursuant to this section may b~ developed under
terms and conditions prescribed by the Secretary of the Intenor. The Secretary
of the Iwerior shall use competitive bidding procedures with prior public notice
of llOt less than SO days of. the terms and conditions for any contract, lease, or
operating agreement for de'lrelopment and production 'of oil and gas from a
national petroleum reserve. Such terms and conditions and also plans for t~e
il!'velopment of each area of the ~ational petroleum reserves shall be published m
the Federal Register, but shall not become. effective until sixty days after final
notice has been published and submitted to the Congress (not counting days on
which either the Bouse of Representatives or the Senate is not in session for
three consecutive days or more) and then only if neither the Bouse of Repl'esentatives nor the Senate adopts a· resolution of disapproval. Each proposed Plan
of development and each amendment thereof shall explain in detail the method of
development and production proposed, shall provide for disposal and transportation of the oil consistent with the .public inter.est, and shall give full and equal
opportunity for development of or acquisition of, or exchange for, the oil and gas
by .qqalitled persons including major and independent producers or refiners alike.
Each !proposed plan .o.f .development by the Secretary shall also ~xplain. the rel~·
tive needs for developing .the oil an(i gas resources in order to meet the total
energy needs of the Nation, compared with the need for prohibiting such development in order to further some other public interest.
(b) Any oil or gas produced fTO!ll such netroleum reserves, except such oil or
gas which is either exchanged iii· similar quantities for convenience or increased
efficiency of transportation with persons or the government of an adjacent foreign state, or which is temporaJ;ily e~ported for convenience or increased efficiency of transportation across ports of 'an adjacent foreign state and reenters
the United States, shall be subject to all of the limitations and licensing requirements of the EXport Administration Act Qf 1969 (Act of Dec.'30, 1969 ;· 88 'Stat.
84l,l·al,ul, in ad(l~tion, before any;oil or gas subject to this·seatiQn may be e::&J)orted
und~ the .limitations and U~nslng requirement and PEii:ialty and enforcement
provlsiOI!.S df the E::&J)ort Administration Act of 1969 the ~resfdent must make
anJlpublish an' e::&J)ress finding that such exports will riot 6hninlsh the total quality or quantity Of oil and gas available to the United States and. are jn the
nati{/nl\1 interest and are in accor4 with the ]Jlxport Administr~tion ;:\ct of 1969.
(c) .The ,Secretary of the Inte:P,or is authorized to enter intq contracts for
l:he sale of oil and gas which is produced from the National Petroleum Reserves
and which is owned by the United States. Such contracts shall be issued by competit!:Ve.biddlng; they shall be for periods of not lnore than one-year's duration,
and in amounts which, in the opinion of the Secretary, shall not eiceed tho~
which can be effectively handled by the purchasers.
· (d) The Secretary of the Inter16ris hereby authorized and directed to explore
for oil and gas on Naval 'Petrolimm Reserve No.4 and he shall report annually
to Congress on his plan for exploration of such Reserve: Provided, That no
development leading to production shall be undertaken unless authorized by
Congress.
.
·
(e) Any pipefine which carries oil or gas vroduced from the national petroleum
reserves shall be subject'fu the common earner vrovisions of Section 28 (r) of
th'e Mineral Leasing Act of '1920., (41 Stat. 449); as amended (30 U.S.C; Sectiqn .l~)', regardless (jf whether th~ pipeline croSses public lands.
.·
PURPOSE,

,H.R.. 49 proposes to authoJii~e the Secretary of the Interior to establish on certain public lands·of the United States national petroleum reserves the development of which needs to be regulated in a manner
consistent with the total energy needs of th~ Nation, and for other
purposes.

T~& hill seeb to. accomplish tiliTee things: ·.
First, to authorize the Secretary of the Interior to establish national
·
petroleum reserves on the· public lands.
Second, to~ authorize, the Seeretaey to prepare plans for development
and produ~t10n of oil and ~as on such reserves .in the low.ex; forty-eight
state~, subjoot. to 0ortg:ressional acceptanee of any productiOn plan.
.T~tr.d, to d~rect the Secretary to explore for oil and gas on the 22
m.IlliOn:acre Naval Petroleum Reserve No. 4 in Alaska, and to report
h1s findmgs annually to Congress- However, the bill expressly prohibits
the Sec\etary from allowing any leasing, development, or production
from tlus A.laskan reserve until further action by Congress.

Potential Oil and G(J(J Production on ·Publw LOJIU'ls
H.R. 49 proposes that public lands heretofore set aside as Naval
:Petroleum Rese~ves Il.lay be reviewed by the Secretary of the Interior.
After. consul~at10n w1th the Secretary of Defense he is authofized to
estabhsh natwnal petroleum reserves, which ma.y include 1111 or part
of ~ N~val Petr_oleum Reserve. Subsequently the Secretary of the InteriOr IS a uthor1zed to proposed to Congt-ess a plan for. the developn.Ient and production of any area within a national petroleum reserve.
~uch proposed plans would take e:liec.t 60 days after publication in the
Fe,deralHegi~ter unless rejected by either body of Congress.
fhe potential ~00,000 barrels per day of production from Elk Hills
co~1ld replace a hke amount of Imported· crude oiL At current prices
t,his would reduce our balance of payments deficit by about $1.3 billion
and return to the U.S. Tveasury ap~roximately $1.0 billion per year.

0 mnmittee Jurisdiction
.furisdiction over public lands in the House of Representatives is
the responsibility of the Committee on Interior and Insular Affairs.
H.R. 49 deals with establishing national petroleum reaerves on any
reserved or unreserved public lands, with certain specified exceptions.
T!:ese. exceptions are lands . in the National Park System, National
l\ 1ldhfe Refu~ System, Wild and Scenic Rivers System Wilderness
Presei-vation System and lands under review for incl~sion in the
'Wilderness System, and lands in Alaska except those in Naval Petroleum Reserve No. 4.
•
Naval Petroleum Reserves are public lands set aside by Executive
Order and used for a specific purpose. Their development and production :for their oil potential IS c~wered by statute (10 U.S.C. 7421,
fjf; se_q.). Under the House ~ules, this statute puts them under the jurischctwn of the House Committee on Armed Services.
Any production of oil and ~s :for other than national defense purposes from a Naval ~e~roleum R~serve requires an act of Congress
because current law hm1ts productiOn from these reserves to national
defense needs. This has been interpreted to mean a declaration o:f war.
JI.It. 49, by authorizing a naval petroleum reserve to be included in a
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national petroleum reserve, would lift th~ restrictions on production
and would permit the reserves to be developed in order to meet the
total energy needs of the:nation', including hut not limited to national
• ·
•
• ,
. ,•
. ..,
,
·
defense. 1 , , . • • • . • , . • •
. Similar bills, i.e., H.R. 11840 and H.R. 16800, .were introduced in
tne . 9-~· 9ongress. After extensive hearings held ·by the Subcommittee
ou .Publw; Lands, the substance of H.R. 11840 was approved by the
Subeotnm1ttee as part of the broader Public LMJ.d Policy and Manage:ment Act,. H•R.l6800. However; no final Committee action was taken
on this legislation inithe 93d ,(2ongress. ·
• .. .
~: The Conunittee is aware o:f t~ jurisdictionaloverlappingof H.R. 49
1ns0f!'tr as. the Naval Petroleum.Resenves is concerned. A letter from
the Honorable M~lvin Price, Chairman of the :Armed Services Comm~ttee, on this question is I.·nclud.ed as . a part of this. report, together
with the response of the Chairman of this Committee. This Committee believes that the urgent national need for immediate action to produce more domestic oil and natural gas weighs heavily against any
·f!J.rthe~ delay through duplicating this Committee's hearings and con~tdl:ltatlOn~ Debate on amendments or a substitute for H.R. 49, offered
On. th~ House Floor, could give the House an opportunity to decide on
a• pohcy for establishment and development of national petroleum
reserves ort the public'land~ 'H thisds d0ne without further delav,
domestic .petroleum pr?duction could be increased by 16t?,~O barrels
per· day m less· than SIX months, and 300,000 barrels w1thm a year
'
·
according to administration officials.·
' · The Committee respectfully notes that the House Armed Services
Committee's Investigating Subcommittee held hearings on Elk Hills
on OctOber '17 and 18, 1973, during the 93d Congress. They recom~
mended that the reserve only be putin readiness for military use. This
Committee is not insensitive to the views and prerogatives of the Committ~e on Armed Services; however, the Members strongly urge immediate consideration of H.R. 49 by the House. It is in this format
that ~.R. 49 a.s well as the position of the Armed Services Committee
together .with the President's recommendations in his Energy Indepen~ence. Act of 1975, can be fully and adequately debated and
~ons1dered.
·
tr.S. HousE oF REPRESENTATIVES,
· ·CoMMITTEE oN ARMED SERVICES,
Washington, D.O., March 3,1975.

.

'

(Letter from Chairman of Committee on Armed Services to Chairman
·
of Committee on'Interior and Insular Affairs) ·
Hon.•TAMEs A. HALE.Y,
·
Oltah·man, Committee onlnterior and Insular Affairs House of Representatives, Washington, D.O.
'
. DEAR MR. CnAIRMAN: I have learned that H.R. 49, a bill to authorIze the Secretary of the Interior to establish on certain public lands of
the United States natio!lal petroleul!l reserves, has been favorably reP?rted by the Su~comm1ttee on Pubhc Lands of your Committee. That
bill would authoriZe the Secretary of the Interior to include within the
national petroleum reserves the existing Naval Petroleum Reserves.

As vou know House Rule X, Clause 1(c) (4), grants this Committee
jurisdiction ov~r the conservation, development and use of :Naval
Petroleum Reserves. That jurisdiction was reaffirmed as ~ecently as
last October when the House adopted H. Res. 988. In v1ew of. the
exclusive ju;isdiction of this· Committee, I respectfully submit that
the action taken by the Subcommittee on Public Lands clearly exceeded its jurisdiction and that of the Interior Committee. Accordingly, I request that the Interior Committee specifically excludethe
Naval Petroleum Reserves :from the provisions of the bill when it is
presented for Committee action ..I would also app~ciate it if you
would call this matter to the attentiOn of the membership of your Committee by having this letter read when H.R. 49 comes before the
Committee.
1
• • ,
.
In the event that the Interior Committee approves the bill without
specifically excepting the Naval Petroleum Reserves from. its provisions, I request that this letter be made a part of the Interwr Committee report on the bill.
,.
Sincerely,
MELVIN PrucE,
Ohairman.
Co~IMI'ITEE

ON INTERIOR· AND INSULAR AFFAIRS,
U.S. HousE OF REPRESENTATIVES,
W a8hington, D.O., March?', 19?'5.

(I~etter :from Chairman of Committee on Interior and Insular Affairs

to Chairman of Committee on Armed Services)
Hon. MEININ PrucE,
.
Ohairwwn, HoU8e Committee on Armed Services, Room fJ120, Rayburn
Building, Wa8h.ington,D.O.
.
DEAR MR. CnAIRMAN: H.R. 49, the bill to which you refer in vour
letter of March 3, has been scheduled for consideration bv the 'Full
Co1pmi~tee at our next regular me;eting, :Wedne~day, ,Ma:c!l 12,, at
wh1ch time I assume the members.w1ltb~ aware of your,posibon smce
you provided them with copies of your letter to me.
As to propriety of considering this legislation, we can only operate
under the assumption that we have jurisdiction over a matter that has
been referred to us by the Speaker. The bill of course provides that
no petroleum reserve that includes an existing Naval Petroleum Reserve can be established without prior consultation with the Secretary
of Defense.
At such time as any report on this bill is drafted, your request that
your let~er be made a part of that report will of course be considered~
Smcerely,
·
J A~IES A. HALEY,
Chairman.
HistO'f'ioal Need for Naval Petroleum Reserves H a8 Changed

In the first quarter of this century four Naval Petroleum Reserves
":.ere ,crea~ed from public lands to assure that, in time of war, the
Navy·s ships would have adequate petroleum supplies. Naval Petro-
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leum Reserve No. 1 at Elk Hills (established in September 1912);
Naval Petroleum Reserve No. 2 (established in December 1915) at
Buena Vista are both in California. Naval Petroleum Reserve No. 3
(established in December 1912) is Teapot Dome in Wyoming. Naval
Petroleum Reserve No. 4 consisting of 22 million acres located on
the north slope of the Brooks Range in Alaska was established in
February 1923. Of the first three reserves, only Elk Hills, with 1.5
billion barrels, has any appreciable reserve.
The Defense Production Act of 1950, as amended, adequately protects the nation's defense needs. Under the terms of that Act, the
President is authorized to assign priorities to any defense-related
contracts or orders, including all :fuels. The nation's entire supply of
:fuel could be immediately reserved and held :for military use if necessary the minute the President establishes such a priority. Therefore, a
reserve controlled by the Navy, but limited to use only during time of
war, has lost the significance it once had.
·
Each of the three reserves in the lower :forty-eight states is adjacent to .other producing areas. Due to past. and present production
B!ie:na VIsta has be~n. virtually depleted, With a reserve of only 51
mllhon barrels remammg. Reserves in Teapot Dome are estimated to
be OJ?-lY 50 ~i~lion. barrels. The relative insignificance of the amount
of ml remammg m these two reserves make them reserves for the
Navy in name only.
The case at Elk Hills is different. It can be put into production
with_in si:x:ty days. Pr_oduction o:f 160,000 barrels per day could be
~btamed m less than SIX months and the reserve is capable of production of ?OO,OOO barrels per day withi~ one year. The Committee notes
that this amount represents approximately 40 percent o£ the President's goal o:f reducing U.S. dependence on :foreign crude imports by
800,000 barrels per day within one year. The total reserve is estimated to be 1.5 billion barrels of oil and over 1.2 trillion cubic :feet
o£ natural gas.
Dra:ina,ge From the Elk Hills Reser11e

Joint U.S. and Standard Oil of California Ownership of Elk Hills
Reserve Oil and Gas

Navy ~nd Interior officials, private geologists and petroleum engineers, ahke, all agreed in testimony that drainage :from a partially
developed petroleum field is difficult and sometimes impossible to
prevent. Navy, in 1974, and again in February of this year, testified
there was some drainage from Elk Hills. In this regard, two actions
are now being litigated between the Navy and private oil companies
to prevent further drainage through production :from wells outside
o£ the boundaries of the reserve.
To prevent such drainage, the Navy must either enjoin the production of oil on the adjoining lands outside of the reserve, or attempt to
"jawbone" agreements with private interests to slow down production from, or vacate, active wells, or drill offset 'vells within the reserve and commence their own production. H.R. 49 would permit a
production plan subject to Congressional approval. Such a plan would
not only permit production within the reserve but would also free up
pr?~uction from wells on adjoining lands outside the reserve now
enJomed by court action, thus endmg the current litigation. This
would mean an additional production o£ 20,000 barrels per day o£
oil by private companies on private lands now foreclosed by court
order.
H.R. 81

The Elk Hills reserve is in joint ownership and, as a result o£ this,
a unit plan contract between theN avy and the Standard Oil Company
o£ California allocates 79 percent of the ownership to the Federal
government and 21 percent to Standard. Since production ceased
following W oriel War II, standby maintenance has been provided :for
the exist!~ wells through an operating agreement between the two
parties whiCh designates Standard as the operator of the field. However, the terms of the operating agreement permit its cancellation by
either party. On February 14 of this year, Standard notified the Navy
that it was exercising its right of cancellation.
"Whether the Navy or another Federal agency manages Elk Hills,
any new operating ..agreement must be negotiated with another company. Navy has testified that the unit plan contract and the operatin(J'
agreement with Standard are equitable. The unit plan contract woula
remain in effect under any plan of production.
Known reserves of gas in Elk Hills exceed 1.2 trillion cubic feet
which would become available for sale as oil production p:t~oceedeq.
There appears to be little need to stress the existing natural gas shortage in the Nation.

Protection of the Public Interest and Assuring Opportunity for
Independent Oil Refiners to Have Equitable Access to Oil Produced
on aNational Petroleum Reserve
H.R. 49 provides that any plan of production proposed by the Secretary of the Interior :from a national petroleum reserve in the lower
:forty-eight states can become effective only after being published in
the Federal Register and submitted to Congress :for 60 days during
which time either body of Congress may veto it by adopting a resolution o£ disapproval. Any plan of production prqposed by the Secretary
can develop and produce such reserves either through ~ Federal
agency, or by contracting or leasing with a private company on the
basis of competitive bidding only.
·
.
The need for variation in any proposed production plans is evide~
be.cause o£ the variations in conditions and circumstances of tl,l.e petroleum reserves and supplies. As was pointed out previously,~ res~rve
such as Teapot Dome has little oil1eft, requiring secondary ti-eatment
t? re:over the remaining oil, while Elk Hills pern;tits primary production m several proven zones.
.
In any production plan, H.R. 49 requi;res thiit the sma-ll.intJ,ependent
oil refiners, or purchasers of natural gas, hhve equitable opportunity
to buy the product in amoU)lts suitable to th'~ir needs, tht.ough purchase contracts limited to a year's duration. It also provides that any
pipeline carrying oil or gas produced from a national petroleum reserve'lnui"\t be operated as a common carrier, thus assuring accessibility
of the pipeline to the small independent companies,. These protections
are intended to guarantee snwJl independent companies a viab'le op,portunity to participate in the benefits of production 'from such national
petroleum reserves.
·
.
Oil or gas produced from a national petroleum reserve cannot be
exported under H.R. 49, except under the limitations and licensing
H.R. 81
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¢.her.\ p~b},i.<; .l.al\d.. in .~4lask~ .may, ~~. P,~,i~~ted. a~. wn~erness, wild

r~quirements

of the Export Administration Act of 1969 and, in addition, unless the President makes a finding that such sale to a foreign
country is in the national interest.

Potential of Naval Petroleum Reserve No.4 in .Alaska
The Committee finds that early exploration for oil and gas in Naval
Petroleum Reserve No. 4 is essential. H.R. 49 directs the Secretary to
~nderta~e such exploration. However, production is out of the questiOn for a number of years due to a lack of transportation. There are
other matters to be considered before Congress makes a final judgment
on the production of oil and gas contained in this reserve. These lands
m~y have substantial values, including recreation, wildlife and other
mmeral dep<?sits, in addition to any oil and gas.
Current ml development in Alaska is principally in the Prudhoe
Ba;y area: That fie~d involves leases issued by the State of Alaska to
·private ml compames and will pay royalties to the owners of the land.
There could well be other fields found as extensions to the Prudhoe
B~y !ield or in other are~s of Alaska which could be developed under
ex1stmg law and regulatiOns and would return substantial revenues to
the Federal government as well as to the State and the natives.
. Exploration by the Navy within Naval Petroleum Reserve No. 4
IS presently proceeding at a snail's pace. Navy has only two exploratory wells on this year's schedule, although they have programmed
'2~ mo~e over the next 7 years at an estimated cost of $382 million.
Little IS known of the potential oil or gas reserves in Naval Petroleum
Reserve. No. 4.. Estimates range as high as 20-30 billion barrels of oil,
P~F the 9ommittee. recog!l~.z;es that these are little more than preliminary estimates until additiOnal exploration has been accomplished.
Transportation facilities for oil or gas from this reserve will not
be possible for at least five years and probably longer. The TransAl~skan Pipel~ne wil~ begin operation in mid-1977, but any connection
~o It or expansiOn of 1t by Joopin~ to carry more than the oil produced
m ~he Prudhoe Bay field .is a inaJor construction effort that would reqmre another two to :four years beyond 1977. A pipeline to carry
Aatural gas from the .North Slope of Alaska would require even more
time.,
It is vital to the national interest to assess the amount and location
P<?tential oil and gas available in this 22 million acre reserve. There
is the possibility of finding other minerals and there are wildlife and
niany o_ther values on this 1arge tract of public land that wil~ have to
~e cons~de~. For eXIlr¥1Ple, an area on tlie western side of the reserve
IS an historic and current calving ground of the Arctic caribou herd.
The nort~eastern coastal plain area is considered to be the best waterfowl nestmg area on the ~orth Slop~. Finally, lands in and adjacent
to t~e Br~ks _Range are highly scemc. These areas should all receive
?Onsideratwn many plans for development. In the Committee's opinIOn, the, Secretary of the Interior is best qualified to make judgments
regarding these other values.
The Department of the Interior administers more than 300 million
acres of pu~lic land in Alaska. Some of this land is yet to be selected
by the Natives and the State as permitted in the Alaskan Native
Claims Settlement Act and the Alaska Statehood Act. Much of the

ot
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ancl seem~ :pv~, .;w!ldlif~ refUge, D.a#~W:f,,k.o:r natlpnal':(qrestJ{\nds~
. The Comlmttee believes Congress must determine policy .fqJ; ,fhi!$
vast area of our largest Staw, and .it @lieves also that the Depart-

ment of the Interior should pe guided by new law concerning public
land· policy. Certainly, the N ayy should not retain .exclusive jurisdiction pver 22 million acres of. Alaska public lands in the guise of
an.essentially unexplored petrolewn reserve. •.
•.
··
H.R.49 would direct a more sensible and Jqgical approach tq t~
consideration of all of the public lands by integra;ting the managem~t
of Naval Petroleum Reserve No.4 intp the, Department of the Interior.
That Department could then determine the oil and gas potential on
this reserve, together with its other values. Congress should determine
all the relative values, including continuation .of aJl or parts of it as a
national petroleum reserve.
..
·
. Meanwhile, production from proven reserves in the lower forty~
eight States could proceed subject to Congressional review <;>f the pro~
duction plans.
·
BUDGET ,ACT COMPLIANCE

Under the provi~on of Rule X, clause 3 (b), and clause 1 .(e) {3)
(c) , and sections 308 (a) and 403 of the. Congressional Budget Act of
1974, the Committee recognizes .that some cost~ will be incurred as a
result of the enactment of H.R. 49 (see Curre¢ a:p.d Five Subsequent
Fiscal Year Cost Estimate), but it notes that the income will far ~x
ceed the costs.
CURRENT AND FJ;VE SUBSEQUENT FISCAL

YE~R

COST ESTIMATE

· Pursuant to Rule XIII, Clause 7, of the Rules of the House of Representatives, the Committee estimates the cost to be incurred by the
Federal Government during the current and the five subsequent fiscal
years as a result of the enactment of thi~ legislation would be as follows:
This bill woul~ ~ean produ~tion of oil and gas from J;).ational petroleum reserves withm the contiguous 48 states subject t9 .lJ. plan developed by the Secretary of Interior which would come before Congress
for. 60 days and be subject to a veto by either body. The Committee
estimates that outlays for developing plans by the Secretary would
not exceed $2 million per year.
The bill also directs the Secretary of the Interior to explore for oil
and gas on Naval Petroleum Reserve No.4 in Alaska and report annually to Congress on his findings but does not allow any production.
The Committee estimates that the Secretary of the Interior will expend
nothing during the current fiscal year for exploration of this area, but
up to $50 million may be spent in each of the succeeding five fiscal
years. However, it must be pointed out that these costs could vary considerably depending on the Secretary's findings as presented in his
annual report to the Congress and on the determination by Congress of
the Secretary's actual needs for exploration in Naval Petroleum Reserve No. 4. Even without enactment of H.R. 49, Navy estimates
exploration costs of $382 million over the next seven years. Cost
estimates for H.R. 49 substantially replace Navy's projected costs.
H.R. 81
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Pursue:.rtt! ·t& · R'ale ·X, elause 2(b }{1), the Subcatnmitttee on; Public
Lands· condlucted: o"er&ightl rel~~ted· hearings ducing it:s hooting& on
H.R. 49. While the Subcommittee dlid:not find filimte:riStingtJa\Wf:were
implementea in w manner inconsistent with the intent of Congres& at
tl~· tlime mt~y ware e'llttctedt, it did conclude that conditions and cir~
8tllti8tarrce& hft'd so· chttnged; that riew legislation was- ru>eessary and' de~
si'I'ahle. BMtd 6ll this conclusi'on, the Subcommittee recommend eel' and
the Commit1lee on Jnt!erior and Insular Aifairs ftgreed (by a vote of 32
to· 0) thl:tfl th'4 natiijriarl int!erest clenianded the development of new
policy with respect to Federal oil and gas reserves.
No recom'l'llendations "'~re submitted t-o the Committee pursmmt to
Rule :X; clauge 2(b) (2).

:Dn the 93d (Xmgress•hearings were-ooltlon NJit. 11840 and rel-ated
mealmres on December 18, 20, 21, nmr; en Ja.nul!trey l7, 22, 251 28, 29;
11974 ;'Oil Februrery 41, 5; 28, 1974; and mi: March U, 1:5, 1911'4--a tbt·a.l< of
13 Committee· Heal'ings.
· ·
·
In the 94th: 0ongress the Subcommittee on Publi-c P..a'llds met to
hear and consider H.R. 49 on February 6, 21 and 28, 1975, Aftler discussing the matter on February 28 the Subcommittee revised the legislation and rf;lported it favorably to the Full Committeee on lntrior
and. Insu}~r Affairs. OR March 13, 1975,. the Committee on Interior
and' fusuhtr Affairs ordered the measure favorably reported, as
amended, to tn¢' Rouse by a vote of 32 to 0..
bEPAltTIIEihAL REPORT

While no forn1al report was received from the Department of the
Interior or tlre Department of Defense on H.R. 49, testimony was
taken by the·Subcommittee on Public Lands from both Executive Departments. Generally, the Administration spokesmen testified that
their Energy Independence Act of 1975., a more general measure, is
recommended. That legislation contains a provision similar to H.R.
49 which aims towards the ultimate development of the Naval oil reserves by the Navy Department. H.R. 49 modifies that approach by
allowing the Secretary of the Interior to establish National Petroleum Reserves, including Naval Petroleum Reserves under certain
circumstances, and to utilize the expertise available to him to explore
and develop those reserves under the terms of the legislation.
While the Administration spokesmen indicated a preference for
the proposal, as transmitted, it was clearly understood by the Members of the Committee that the Administration strongly recommends
action by the Congress to assure the immediate production of the Elk
Hills area. If the Congress concludes that a solution different from
the one transmitted is more appropriate, the Administration is not
expected to reject it on a jurisdictional basis.
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A"CTHORIZING THE SECRETARY OF THE INTERIOR TO ESTABLISH
ON CERTAIN PUBUC LANDS OF THE UNITED STATES NATIONAL
PETROLEUM RESERVES THE DEVELOPMENT OF WHICH NEEDS TO
BE REGULATED IN A MANNER CONSISTENT WITH 'L'HE TOTAL
ENERGY OF THE NATION, AND li'OR OTHER PTJRPOSES

APRIL

18, 1975.--Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr: HEBERT, from the Committee on Armed Services,
submitted the following '·

REPORT
[To accompany H:R. 49}

The Committee on Armed Services, to whom was referred the bill
(H.R. 49) sequentially, following its consideration and report to the
House by the~ Committee on Interior and Insular Affairs (Rept. No.
94-81, Part I), which bill would authorize the Secretary of the Interior to establish on certain public lands of the United States national
petroleum reserves the development of which needs to be regulated in
a manner consistent _with th~ total energy needs of theN ation, and for
other purposes, havmg considered the same, report favorably thereon
with amendments and recommend that the bill as amended do pass.
The amendments are as follows:
AJHEND~IENTS TO THE Al\IENDJ\IENT OF THE COMMITTEE .ON lNTEP..IOR
AND INSULAR AF~'AIRS TO H.R. 49

Page 3, between lines 14 and 15, insert the following! ''TITLE I".
Page 3, line 15, strike out "That in" and insert "SEc. 101. In".
Page 3, line 21, insert "the Naval Petroleum Reserves," immediately
before "the National Park System,".
Page 4 line 1, insert a period immediately after "Alaska''.
Page 4, strike out line 2.
Page 4, strike out line 3 and all that follows down through line 22.
Page 4, line 23, strike out "Sec. 3." and insert "SEc. 102.".
Page 7, lines 5 and 6, strike out "on Naval Petroleum Reserve Numbered 4".
Page 7, line 7, strike out "of such re8erve".
Page 7, after line 15, insert the following:
38-006
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TITLE II
SEc. 201. (a) Chapter 641 of title 10, United States Code, is amended
as follows.
.
(1} Immediately before section 7421 msert the followmg new
section:
"§ 7420. Definitions
" (a) In this chapter•.
.
· "(1) 'National defense· mclude~ the needs <?f, and ~he plannl?!S
and preparedness to meet, ess~nt1al defense .mdustnal and !l:nhtary emergency energy requuem_ents relative .to the natlo!lal
safety, welfare, nn~ eco~omy, particularly resultmg from fore1gn
military or economiC actmns.
.
··
.
,
. "(2) 'Naval P~troleum and 01J Shale ;Reserves m~ansthe ~a:ral
petroleum and 01l shale reserves established QJ:; tlns. chapter, mcluding naval petrolmp11 r~serv~ !lun,1b.e:ed 1 (Elk H_Ills), loc~te~
in Kern County, Cahforma, estabhslieu by Executive Order of
the President on September 2, 191~; :t;aval petroleum _reser_ve
numbered 2 (Buena yista), located. mKer.n County~ Cahforma,
established by Executive Order of fhe President on December 13,
1912; naval petFoleum ~serve numberet;i 3 (Teap?t Dome),
located in '::Vyommg, estabhshed by ~xecutlve Order of the President on April 30, 1915; naval petroleum reserve num.bered 4,
Alaska on the north slope of the Brooks Range, established by
Executive Order of the President of February 27, 1923; oil shale
re~rve numbered 1, located in Colorado established by Executive
Order of the President of December 6, 1916, as amended by Executive 0rder of J nne 12, 1919; oilshale reserve numbered 2, located in Utah, established by Executive Order of the President ?f
December 6, 1916; and oil shale reserve numbered 3, located m
Colorado, established by Executive Order of the President of September 27, 1924~
·
·
.·
'' ( 3) 'Petroleum' includes crude oil, associated gases, natural
gasoline and other related hydrocarbons, oil shale, and the products of any of such resources.
.
"( 4) 'Secretary' means the Secretary of the Navy."
( 2) Section 7421 (a) is amended( A) by striking out "for naval purposes'' and inserting in
lieu thereof "for use of the armed forces"; and
(B) bv striking out "section 7438 hereof" and inserting in
lieu thereof "this chapter".
..
·
·
·.
( 3) Section '7422 is amended by adding at the end thereof the
following new subsection:
" (d) ( 1) IIi order to place certain naval petroleum .reserves in a
proven state of readiness to produce petroleum, the Secretary is
authorized·
" (.A.. ) to explore, develop, operate !tnd prod UC('; petroleum, from
naval pett·ole1im reserves munbered 11 2 and 3 at 1t rate consistent
. 'vith sound oilfield engineering practices up to 200,000 barrels per
day for a period not to exceed three years commencing 90 days
after enactment of this legislation; and
'
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"(B) to cm_1stru~t o. r pr<;>.cnre I?ip.~lim·s. a_nd associated fa. cilities
for trans~ort.I~g ml, assocmted liqmds and gases,_ frGm naval petroleum.lesei_ves numbered 1, 2, and. 3 to the pomts ·where such
pr~duc.tiOn will be refined or shipped.
Such. p1pelm~s at naval."I?etroleum reserve numbered 1 shall have a
combmed dehvery capability of not less than 350,000 barrels per day,
and ~hall be f~1lly operable by three years after the date of enactment
of tlus subseetwn.
"(2) T~w prodm;tim~ antho,ri.zation set forth in paragraph (1)
(A) of tlus subs~ct1on IS co~KhtiOned upon the ~ecretary reaching
an agreement With the prn·ate owner to contmne operation of
naval ~e~roleum reserve numbered 1 nnc~er. a unitized plan eontract \>Inch adequately protects the public mterest.
"{3) }.'he prodt~ction of petl'oleum authorized unde'r this subse~tw~ I~ not SU~Ject to the _Prov~sions of subsectio!l (b) (2) of
th1s St?hop relatmg to Pl'esidentwJ npproval or Con<rt·essional
authorization."
":'
( 4) · ~ection 7423 is amend,ed by inserting"( a)'' iminediatelv hefort; "'I he ~ecretari'; and by addil;.g at the end thereof the~ followmg new subsection:
' ·
"!b) During tl~e.thr('e-jear pm;iod of production authmizedby suhsectio~ (d) of. section 7422 qurmg winch three-year period the consultatiOn rsqmrenreuts of seetwn 74iH:(H) are '~'aived}, t:l~~ Secretary
shall submit _annual reports to the Anrl:edSei'vices Conmiittees of the
Senate and the House of Representatives detailing:- :
··
"(1) the status of the exploration and development program rtt
each of the naval petroleum reserves;
··
" ( 2) the production which has been achie>'ed at eaeh of the
~1aval pet!·oleu:r~ reserves pursuant !,o that authorization, iiiCludmg tl~e disposition of such production and the proceeds realized
therefrom; · ..
.
,
"(3}: the status of the pipeline construction and procurement
authonzed by such subsection (d) ·
·
. '' (4) any heed foi· !llodification ~f the production levels authorIzed.by_such subse~ho~1 ·(d)', induding any recommendation for
contmutng I?roduchon beyond the·thtee-year period provided in
· such subsectiOn ; .and •
.
.
·· ·
.
·. "(?) the plans for further exploration, development and productiOn~ at naval petrob;um reserve numbered 4." .
.
.
( ~)· Se.ction 74:30(b) Is amended ~o. read as follows:
.
"
.,. .(b) l'iJotw1thstandmg any other pt·ov1s1onof law, each'sale of the
Umted States share of petroleum, ga,s; other hydrocarbons, oil shale,
or ~orl~cts. theref!<,>m, spall be made ~y t~e Secretar;y ltt public sale
to t e h1gh~sr: q~ahfied ~1dder at sueh ~1me, m sucli amountS, aud after
sttch advei~Isn1g ,as the_ Secretary .oonstd~rs Pl'?Per a~d withont regard
to Federttl, State, or localregulatrons danholhno· sales or allncntiOI1 0 f
petroleum products.'~
. · ··. . .. ',. .r .l"l
.
.
( 6) Section 7430
is
:further
amended·
·bv·
·"dcil·l·1·11'·
..
·
t.l
d
.
"
~'> a... · 1e en
~
. ..
" th ereo f th.e f o11_o~mg new subsection:
(c). Any d1spo~1tlon of the United States share o:f. th~ p.rodw~tion
au~honzed by sectwn 7422(d) shall be conducted insudi a ma:nher as
to msure that an amount of petroleum products equaJ in. value t(} the
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-crude oil and associated gases and liquids supplied :from the naval
petroleum reserves shall be made available, exclusively to the armed
:forces of the United States. Any disposition of tfiat product_iC!n. shall
he so arranged as to give :full and equal oppor:tumty :for acqmsi~IOn_o:f
the petroleum and associated products by all mterested compames, m-clnding major and independent oil refineries alike."
(7) Section 7432 is amended to read as :follows:
"'§ 7432. Naval Petroleum and Oil Shale Reserves Special Fund
" (a) There is hereby establ_ished on the books of the Treasury D~
partment a special fund designated the 'Naval Petroleum and Oil
Shale Reserves Special Fund'. There shall be credited to such fund" ( 1) all proceeds realized under this chapter :from the disposition of the United States share of petroleum or refined products,
oil and gas products, including royalty products;
" ( 2) the net proceeds, if any, realized :from sales or exchanges
within the Department of Defense of refined petroleum products
accruing to the benefit of any component of that Department as
the result of anv such sales or exchai1ges; and
"(3) such additional sums as have been, or may be, appropriated :for the maintenance, operation, exploration, development
and production of the naval petroleum and oil shale reserves.
"(b) Funds available in theN a val Petroleum and Oil Shale Reserve
Special Fund shall be available for expenditure in such sums as are
specified in annnal congressional appropriations acts for the expenses
of" ( 1) exploration, prospecting, conservation, development, use,
operation and production of ,the Naval Petroleum and Oil Shale
Reserves as authorized by this chapter;
.
.
"(2) production, including preparation for production as authorized by this act, or as may hereafter be.authorized; and ,
" ( 3) the construction and operation of facilities both within
and outside the naval petroleum and oil shale reserves incident
to the production and the delivery of crude petroleum and derivativee, including pipelines and shipping terminals. .
·. "(c) The ·budget estimates for annual appropriations from the
Naval Petroleum and Oil Shale Reserve Special Fund shall be prepared by the Office of Naval Petroleum and Oil Shale Reserves and
shall be presented by the President independently of the budget of
the Department of the Navy and the Department of Defense.
" (d) Contracts obligating only such funds as are appropriated and
made available annually may be entered into by the Secretary for
periods of not more than five years renewable for a like term."
( 8) Section 7'433 (b) is amended, by adding immediately before
the period at the .end thereof the following: ·"and credited to the
Naval Petroleum and Oil Shale.Re~rve Special Fund".
(b) The analysis of such chapter 641 is amended-:- ·
( 1) by inserting immediately before ·
"7421. Jurisdiction and .contr(Jl."
the following: .
"7420. Definitions."; and ·
( 2) by striking out
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"7432. Expenditures: appropriations available."
and inserting in lieu thereof the following :
"7432. Naval Petroleum and Oil Shale Reserve Special Fund."
Sec. 20~. (a) Th~ Sec:r;etar:Y of the ;N_ayy shall establish a study
g;roup 'Yh1ch shall mvestigate th~ _feas1b1hty of creating a National
::-Jtrategic Petroleum Reserve (Mihtary) (hereinafter in this section
referred to as the "Re~erve"): Any such ~eserve should include petroleu!ll stored ~t strategic_l_o?ati?ns, or available for delivery to such locatiOns, and mclude_ faCilities for storage, transportation or processing
thereof. In computmg the amount of petroleum to be stored in such
Reserve, the Peacetime Operating Stocks and Pre positioned War Reserve. Stocks of the Department of Defense shall not be included. Such
Reserve s~<;m_l~ be in _addition to any ~ ational Strategic Petroleum
Reserve ( Ciy1han) w~ICh may_be otherwise provided :for.
(b) The mvesti~a~IOn reqmred u~der. subse~tion (a) shall include,
hut need _not. be hmited to, determmat10ns with respect to the size,
scope, obJectives, and all cost factors associated with the establishment,. of the Reserve. In arriving at its findings and recommendations
t~e. study grmw shal~ consult with, and seek, the position of the Joint
Clue:fs o:f Staff relative to the overall posture o:f the Reserve.
.(c) Not later. than one year after the date of the enactment of this
~ct, the Secretary of ~he Navy shall report to the Congress the findmgs and recommendatiOns of the study group.
ExPLANATION OF AMEND~IENTS

The amendme~ts p~oposed by the Committee on Armed Services
amend the amendment recommended by the Committee on Interior
and Insular Affairs to H.R. 49.
The a;lllendment~ pr~pos~d by the Committee on Armed Services
ac~omphsh two mam obJectives:
( 1) _The language proposed by the Interior and Insular Affairs
Committee amendment would be left intact except that the Naval
Petr?leum Rese_rves would be treated in a separate title of the Armed
ServiCes Co~mittee amendment. :rhis change honors the jurisdiction
of the InteriOr and Insular Affairs Committee over all public lands
other than the Naval Petroleum Reserves which, by statute and the
~u~es _of_ the House of Representatives, are within the sole legislative
JUriSdictiOn of the Committee on Armed Services and
(2) . A new Title II would provide very specific conditions under
whiCh the Naval Petroleum Reserves would be explored developed
and produced in the national interest:
'
'
Briefly, the·new title wouldAllow production from the Naval' Petroleum Reserves at not
to exceed 200,000 barrels per day, for a period of three years;
Sell or exchange the 01l produced for ·the exclusive use o:f the
armed forces;
· · .
Put the proce~ds o:f scuh ·sale in a Special Fund to be nsed for
furthe;r expl_ora~10n, develop~ent and production of the Reserves,
mcludmJ!: pipelme constructiOn and other facilities· ·
Esta~lish a group to study the feasibility"Ofcreath;g a National
Strateg~c Petroleum Reserve (military); and
.
Reqmre that proceeds of the Special Fund be subject to the
regular Congressional appropriations process.
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In addition to the foregoin~ general changes_, the Committ~e added
a technical amendment to sectiOn 201 (a) ( 6) of 1ts proposed Title II to
provide that production of the Naval Petroleum Reserve.s would be
made available ewolusively to the Armed Forces of the Umted E?tates.
Details concerning the proposed objectives and implementatiOn of
the amendments are addressed further on in this report.

revised House rules and the request of the Chairman of the Armed
Services Committee,' referred ~.R. 49 .sequentially to the Ho~se Arme_?.
Services Committee for a period endmg no later than ~pnl 19, 197?·
It is also pertinent to note in this regard that followmg the ~~resi
denfs State of the Union ~fessage on .T anuary 15, 1975, 11_1 which he
aked for production of Elk Hills Naval Petroleum Reserve m am.ounts
up to 300,000 barrels per day, H.R. 26~3 an~ H.R. 2650 were mtroduced on February 4 1975 as the President s Energy Independence
Act of 1975. Title i of those identical bills applied to the Naval P~tro
leum Reserves. Title I o£ those bills was referred .to the Committee
on Armed Services with other titles to the Committee on Interstate
and Forei<:rn Com~erce Committee on vVays and Means and Committee on Banking, Cu;rency and Housing. It _is significant ~hat no
part of these bills was referred to the Committee on Intenor and
Insular Affairs.

PURPOSE

The purpose of II.R. 49 as stated in the report on the bill by the
Committee on Interior and Insular Affairs (94-81, Part I) is "to authorize the Secretary of the Interior to establish on certain public lands
of the United States national petroleum reserves the development of
which needs to be regulated in a manner consistent with the total
energy needs of the Nation, and for other purposes."
However, the thrust of the language m that report and the testimony of two of the bills' sponsors before the Armed Seryices Committee make it evident that the real purpose of H.R. 49 IS to break
through the protection afforded Naval Petroleum Reserves 1 and 3
under the law and open them :for commercial exploitation with little
apparent regard for national security considerations.
The amendments to H.R. 49 as proposed by the Committee on Armed
Services would correct this problem as detailed in this report.
SEQUliNTL\L REFERRAL

H.R. 49 was introduced on ,January 14, 1975 and originally referred
only to the I·nterior and Insular Affairs Committee. A reading of the
bill indicates th~tt its apparent purpose is to remove the Naval Petroleum Reserves from the control of the Secretary of the Navy, where
they are held for national defense purposes, and place the reserves
under the control of the Secretary of the Interior where Petroleum Reserves 1, 2, and 3 can be produced primarily for co!nmercial. sale.
:Nonetheless. the bill, because of the manner in which It was writt~n,
"1-Yas not referred to the House Armed Services Committee, which has
exclusive legislative jurisdiction over the ~aval Petroleum Reserves,
under the rovisions of House Rule X, clause 1 (c).
· Acco
y, the Chairman of the Honse Armed Serdces Committee
took two actions. On March 3. 19'75 a letter was addressed to the Honorable Carl Albert. Speaker of the House of Representatives, pointing
out the exclusive jtirisdiction of the House Armed Services Cori.1mittee
over the Naval Petroleum Reserves and requesting that H.R. 49 be
referred also to this Committee :for consideration of matters relating
to theN a val Petroleum Reserves.
··· In a second action, also on March 3, 1975, the Chairman of the House
Armed Services Committee addressed a letter to the Chairman of the
Committee o:ri Interior and Insular Affairs pointing out the jurisdictional issue and requested that the Interior Committee specifically exclnde the Naval Petroleum Reserves :from the provisions of H.R. 49.
Th~\t request was not hono~ed,
.
.
.
.
•
The Committee on Inter1or alld Imn.1IarAff:urs reported HJ~. 49 on
March 18, 1975 and its report is identified as "Honse Report 94-81,
Part V' Also, on March 18, 10i5 the Speakm·, in accordance 'yith the

BACKGROUND

The Establishment and Location of the Rese1'~'es
There are four naval petroleum res~rves : No. 1, Elk Hills ; No. 2,
Buena Vista Hills, in Kern County, Cah:f.; No.3, Teapot Dome, Wyo.;
No. 4, on the North Slope in Alaska, immediately to the west of the
Prudhoe Ba v commercial oil field. All of those reserves were established between 1912 and 1923.
In addition, there are three naval oil shale reserves: Nos. 1 and 3
in Colorado; No.2 in Utah, established in 1916 and 1924.
. .
Those oil shale reser;;:es. are un.d~veloped. The on~y current ';tctlvity
at any of those reserves IS m prondmg shale for use m an expenmental
retort process o£ Paraho Development Corp.
Approximately 20 percent of.Na;all'etro!eum ~eserve No.1 at Elk
Hills is owned by Standard 01l Co. of Cah:forma. It has b(~en operated under a unft plan contract since 1944, which has kept the field
largely shut-in.
.
.
.
There are over 1 billion barrels m proven reserves m this field, and
1.2 billion thousand cubic feet of gas reserve. There are more than
1,000 wells in existence on NPR No. 1. It has a current production
capability of 160,000 barrels per day, which could be expanded by
further development of the field to 400,000 bar~els per day. .
Since .Tune 1974, 42 new wells have been drilled at Elk Hills. They
have proved an additional100 million barrels of reserve. In 1974 the
.S. mcome from this rt>.serve was $2.5 million.
NPR ~o. 2 is located at Buena Vista Hills; Calif. Two-thirds of this
reserve is privately owned and one-third is V·~· owned. Ther~ are n~ore
than 20 million barrels proven reserve remammg at Buena V1sta Hills.
It is fully developed and producing. The United States presently derives 6±7 barrels per day in royalty oil at NPR No. 2. In 1974 U.S.
income from this reserve was $1.5 million.
NPR No. 3 is located at Teapot Dome, 1Vyo. It is wholly"owned by
the· United Staates. It has a proven reserve of 42.5 million barrels.
There are 150 wells on the reserve.· It has a present production capability o£·2,000 barrels per day. The 1974 income of the United States
from Teapot Dome production was $1.1 million.
NPR No. 4 is located on the North Slope in Alaska. It is wholly
owned by the United States. It is largely lmexplored and almost com-
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plctely undeveloped. The reserve is estimated at between 10 billion
and 3'3 billion barrels. However, only 100 million barrels of reserves
have been proven. The rest, of course, must be proven in subsequent
exploration.
.
The exploration program in fiscal year 1975 consists of 3,500 miles of
seismic exploration and two exploratory wells. One gas well has been
completed, and is capable of producing 500,000 cubic feet of gas per
day. The second exploration well was started on March 17 of this
year.
Exi8ting Law·
Chapter 641, title 10, United States Code, deals with Naval Petroleum Reserves. Section 74:22 grants the Secretary of the Navy exclusive jurisdic6on and control of the reserves and directs him to
explore, prospect, conserve, develop, usc and operate those reserves.
The production of the reserves is limited to that which is necessary
for protection, conservation, testing and maintenance. For any production beyond that, the Secretary o:f the Navy must find that It is
needed for national defense, that finding must be approved by the
President and the production must be authorized by joint resolution
of Congress.
·
j,'ecent Committee Ot•eP8ight Action8
During October 1973 the Investigating Subcommittee conducted
hearings following a public statement by President Nixon that Naval
Petroleum Reserve No. 1 at Elk Hills should be opened up to meet
the fuel needs of the west coast. In its report on November 13, 1973,
the Subcommittee indjcated that an energy crisis v>as upon the Nation
and that the 'statutory restriction on the use of the Naval Petrolt•nm
Reserves should not be amended.
During the period ;Tanuary through May 1974 a Special Subcommittee on Department of Defense Energy Resources and Requirements,
chaired by Congressman Otis G. Pike (D-NY) held extensive hearings on the ovei·all defense energy question, with particular reference
to the Naval Petroleum Reserves. In its principal findings the Subcommittee held that production of Elk Hills Petroleum Reserve beyond the statutory limits was. not warranted at that time and that
the exploration and development of Reserves 1 and. 4 at Elk Hills
and Alaska must be completed as rapidly as time and resources permit. That report shmved particular concern over the. inadequate response to fulfilling defense petroleum needs when the Defense Production Act of 1950 was invoked during the 1973 fuel crisis.

t!1e .Rese~'\'e, and that is O\Yned by the operating partner, Standard of
Cahforma.
. Testimony indicates that three tie-ins. to existing privately owned
hues off the Reserve could be completed m a 60- to 90-day period at a
cost of about $1.1 million, anil would result in increased capacity to
130,000 barrels per day. An additional $1 million would be required to
clemothball the necessary wells. However, that figure would remain
con8tant for a period of about 30 months at which time the.completion
of a fourth tieline and pumping facility would increase capacity to
1.)5,0~0 barrels per day-a figure which represents total pipeline space
capacity. That figure 1 coincidently, would also require additional gas
pipelines and processing capabillty, with a total additional cost of
$5 million.
Thus, the earliest that Elk Hills could reach a capacity of 155,000
barrels per .day would be close to 30 months after authority is granted.
Any capacity beyond that figure would require additional pipeline
facilities to the coast. The Navy is currently negotiating for a 20-inch
line now in place \Vhich \Vonld meet a marine terminal at Port Hueneme. Because of necessary additional connections1 that line would
require a three-year lead time which could be stretched due to expeeted critical environmental impact problems.
Although some of the pipeline owners might be interested in making these tie-ins at their own expense with the belief that their .costs
could be recouped over several years of use of the lines, none are
willing to undertake these costs for a limited open-up of the field. Believing that it would be in the best interests of national defense for the
Navy to have the capability ot transport petroleum off the Reserve,
t~1e _Committee amend~ents would authorize ~he Navy to make these
be-ms and also to acqmre and/or construct a hne to a marine terminal
to transport a large quantity of petrolm,1m. This could free the Navy
from the constraints imposed by privately owned pipelines.
~t is in~portant to note that production of_the field during the intenm penod now through fiscal year 1979 will reduce the maximum
capability of the field.
·
.
Buena Vista (Reserve No. f2)
As noted earlier in this report, almost two-thirds of this field is
privately owned, and the field has been in production since the 1920's,
with ~he Navy producing its portio~ in order to prevent losing its oil
to a~Jacent owl?-ers. The Navy receives about 647 barrels of oil per
day m royalty oil from Buena Vista.
Teapot D01ne (Reserve No. 3)
There are no refinery or pipeline constraints at Teapot. ·whatever
cr~de ~annot ~e handled in local r~fineries can be piped out to refine~Ies With C?nSiderable excess c~paCity. The real problems involve lead
time on eqmpmept pecessary to mcre8.$e production.
The field is currently being developed under a five-year program at
a cost of $54 million. Under that plan peak production would come at
the end of the second year, producing some 18,000 to 20,000 barrels per
day.
,
.

RE.\DINESS AND DELIVERAHILITY

Elk Hill8 (Re8erve No.1)
T\YO figures have been popula·rly ·used in discussing the oil to he
delivered from Elk Hills-160,000 barrels per day and 300,000 barrels
per day. The facts are that with present facilities the maximum amount
of deliverable oil is 301000 barrels per day, which is a constraint resulting from the fact that only one pipeline exists to carry the oil off
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CONCEPTS

the language of the Def~nse Produ9t~on ~ct: The f~ult lies w~t~1 the
improbability of producmg .or acqmrmg ml m sufficient quantities ~o
satisfy all emergency reqmrements, regardless of how the law IS
worded.
A drainage from the reserv~s ~s cited by the Interi?r Co~mittee as
an additional reason :for producmg the reserves. 'While dramage has
been a problem at both Elk Hills and Teapot Dome, it is nothing
unique to those reserves or to oil production in general, and the Navy
has been able to combat the drainage by offset production or enjoining
actions.
Finally, we find no arrangements for setting up a special fund to
insure that the proceeds from the sale of petro~eum are funneled back
to the Naval Petroleum Reserves for exploratiOn and developmentparticularly for Reserve No.4 in Alaska.
.
H.R. f2633, the President's Energy Independence Act of 1975
The basic concept embodied in this proposal would continue the
Naval Petroleum Reserves in the custody of the Secretary of the Navy
hut would place the basic decision m:;tking process in the hands of .tl~e
President. ln that bill national secunty .would take on a broad defimtion, to include essential civilian and military emergency energy
requirements.
The proposal would provide for the establishment of National Strategic Petroleum Reserves in unidentified facilities at unidentified locations, to include a civilian reserve of 1 billion barrels of oil and a
military res~rve of 300 million barrels of oil.
The President could produce the Naval Petroleum Reserves to ~up
ply the strategic petroleum reserve, to generate funds for deposit m
a National Strategic Petroleum Reserve Special Fund, an,d to re~
plenish military peacetime operating stocks and prepositioned ·war
reserve stocks.
Moneys from the special fund could be used to explore, develop and
produce the Naval Petroleum Reserves, but the proposal would place
no limit on the production of the reserv~s.
.
.
.
The bill would allow the use of private capital m explormg and
developing Petroleum Reserve No. 4 m Alaska.
Twenty percent of the petroleum av.ailable in Reserve No.4, or.such
amount as the President may determme to be necessary for natwnal
security, would be utilized :for the National Strategic Petroleum Re·
serve. The remainder would go to ,the public economy.
The authority would be granted to develop the reserves on and off
the reservation.
··

H.R. 49, as Amended by the Committee on Interior and In8ulm· Affairs
That bill would authorize the Secretary of Interior, replacing the
Secretary of the Navy as the custodian of the ~ aval.Petroleu~ ~e
serves, to establish national petroleum reserves, mcludmg all existmg
Naval Petroleum Reserves.
The Secretary of the Interior could develop Naval Petroleum Reserves 1, 2 and 3 and use competitive bidding to enter into len:ses, contracts, or operating agreements for development and productiOn. Any
such arrangments would be submitted to Congress and would become
effective in 60 days if neither the House nor Senate adopted a resolution of disapproval.
. . .
.
There would be equal opportuni~:y for develop~ent, ~cqmsit~on and
exchange of oil and gas by qualified persons, mcludmg maJOr and
independent producers and refineries alike.
The Secretary of the Interior would be authorized ~o. ent~r i~to
contracts to sell the oil and gas produced under competitive biddmg
arrangements.
.
.
.
The Secretary of the Intenor would be authonzed and directed to
explore Petroleum Reserve No. 4, but the development leading to
production would be prohibited unless authorized by Congress.
.
All pipelines carrying production from the _reserves w<?uld be subject to the common carrier provision of the .M.meral Leasmg ~ct. ·
It should be noted that there are no restnctwns on production and
no provisions for maintaining a defense petroleum reserve or strategic
petroleum reserve. .
. .
.
The Interior Committee concluded that conditions and Circumstances have so changed since the establishment of the Naval Petroleum Reserves that new legislation is necessaryand desirable. In t~at
context the Interior Committee stated that the Defense ProductiOn
Act of l950 adequately provides for the Nation's d~fense n~eds. In so
findino' the Interior Committee stated that the Natwn's entire supply
of fuel'could be immediately reserved and held ~or military use. . .
The experience of the Department of pefense m the 1973 fuel criSIS
found the decisions made in the Executive Branch under the Defense
Production Act to fall far short of expectations. (See report of Special
Subcommittee on Department of Defense Energy Resources and De·
.
. .. .
velopment referenced ~hove.} . ·
Further, Subcommittee testimony. reveals that domestic. crude ml
ca-pacity at the present ti~e is in the vicinity of 91Jz. million barrels of
oil per day. That results m a depen<,le:r:cJ on formgn so~rces o.f "';1-Pwards to 7% million barrels per da~. ''Vith an embargo or mt~rdiCt~on
of foreign supplies during an;y nat10nal emerg~n~y or war, In whiCh
mi.litary needs could be safely pegged at. 1.6 nnlhon barrels p~r day,
any invocation o:f the Defense ProdtlCtiOn Act under such mrcumstances wo.uld likely create a catastrophe for ~he econmy. In ~?ffect, t?e
country would be asked·to operate on S:oniethmg less than one-half Its
cul"T'ent dflily consumption of 17 million barrels of oil. . ·
.
Suggestions have been made that the Defense ProductiOn Act.shm~]d·
be amended as it is not workable. In fact, the fault does not he with

l

ARMED SERVICEs

Co~n.n'ITEE

PnorosAL--A SrECIFIG BLUEPRINT

The Proble'WJ
The current Armed Services Committee heariiigs on H.R. 2633,
H.R. 2650 and H.R. 49, as amended by the Interior and Insular Affairs
Committee, as well as the inquiry by bur Special Subcommittee on
Department o'£ Defense Energy Re..sources and Requirements in cady
1974 (House Armed, Services Committee Document.No;,93-48), made
it. crystal clear that our national security req1.lires the assurance that
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our armed forces have enouO'h :fuel to supply their !leeds ir~ time of n~
tional emergency or wa:r. Tl1_us, it is necessary to msur~, msofar a_s IS
possible, that in tampermg with the petroleum reserves for productiOn,
the reserves are completely protected .from depletion befo.re any alternate oil sources in them may be established. As one Committee member
so aptly put it, "Our ships ~ur~ oil, n~t dollars." The Joint Chiefs of
Staff jointed in that determmatwn until most recently, when they, not
too surprisingly, fell in line with thei: Co~mander-iz:.-Chief t? support
his Energy Independence Act of 1.97o, winch C?mmi~tee test!mony r~
veals was not referred to the Chiefs for cons1derat10n until a~ter It
was in final draft form.
In some quarters, great reliance has been placed on the potentia) of
Petroleum Reserve No. 4. But its potential is unproven, and the proven
reserves at Elk Hills should remain available for emergency use, while
at the same time.. the field should be brought to a complete state of
re~d~ness to prm.:ide the required quick reaction time in fulfilling its

pipeline and shipping terminals. The target for pipeline capacity
at Elk Hills is set at 350,000 barrels per day.
Provide for the establishment of a study group to inquire into
the feasibility of, locations, size and cost of creating a National
Strategic Petroleum Reserve (military), and report at the end
of one year following enactment of the legislation.
Reqmre the Secretary to report to the Congress annually detailing the status of exploration and development, production
achieved, status of pipeline construction and procurement of
equipment, any recommendations :for continued production beyond the three-year period and plans for further exploration, development and production at Petroleum Reserve No.4.
Provide for production authorization of J<Jlk Hil1s to be conditioned upon the Secretary of the Navy reaching aii agreement
with the private owner to continue operation of Elk Hills mtder
a unitized planned contract, which adequately protects the public
interest.
The Committee is of the opinion that
amendments to H.R. 49
present definitive authority for proceeding to produce the Naval Petroleum Reserves. Also, the Committee hearings and deliberations
contain clear guidance as to where the program is going, what it seeks
to accomplish, and \vhere there will be terminations to allow for reexamination of the principles involved, in the context of the problems
existing at that time. For example, when the Alaska pipeline now
under construction commences delivery of its capacity of two million
barrels of oil per day to the west coast in about three years, the require~
ments for any continued productionof the Naval Petroleum Reserves
will be in need of fresh review.

mJSSlOn,

Also, current plans regarding proposals for strategic storage of oil
are so inadequate as to require considerable study and detailed planning. The Committee could find little hard evidence as to where they
will be located, how much they will cost, how the crude oil will be
transporte9. to refineries, or exactly how long it will take to construct
them.
.
.:
As indi~ated earlier in this report, the Naval Petroleum Reserve. at
Elk Hills is operated under a unit plan contract with Standard Oil
o:f Cali:fomia, which has kept the field largely shut-in. This agreement
resulted from Standard Oil owning approximately 20 percent of Naval
Petroleu~ Reserve No. 1. The umt plan was authonzed by enabling
legislation on June 17: 1974 (10 USC 7422(b), 7426), which confined
production to that needed for national defense purposes. The problem
that arose was whether producing Elk Hills would result in a possible
breach of contract. While Standard Oil witnesses indicated that any
production at Elk Hills would be unrealistic under other than a unit
plnn, the problem 'vas of serious concern to the Committee.
Finally, the Committ~e recogni.zes that there is a ~eed to fi!ld a~di
tional sources of domestic crude oil supply at the earliest possible hme
to reduce the growing domestic demand for foreign oil.

The Blueprint
To satisfy the problems raised by proposals to produce the Naval
Petroleum Reserves, the· Armed Services Committee amendments
would accomplish the :following:
.
Provide production of the Petroleum Reserves for a periOd not
to exceed three yeai's, at a rate not to exceed 200,000 barrels per
day.
.
.
Such oil produced will be sold or exchanged for the exclusive
use .of the military services.
Provide for a Naval Petroleum and Oil Shale Reserves Special
Fund, into which will flow the proceeds of such sales, and any
separate monies appropr~ated for the Nayal Petroleum Rese.rves.
The Special ]'tmd (wh1ch would be subJect to the Con~resswnal
appropriations process). would be ~tsed forthe exploratiOn. development, conservation and production of the reserves an~ the C?nstruction of facilities, both on and outside the reserves, mcludmg

DEPARTMENTAL POSITIONS

. Since JI,R. 49 was referred sequentially to the Ho1;1.se.Armed Services Co~ittee under the new House rules after being reported by the
Committee. on Interior and Insular Affairs, with a reporting date of
April 19, 1975, formal, written Departmental positions addressed to
this Committee ~Jould not be obtained in a timely fashion. Accordingly,
the positions reported herein are derived from the testimony of Departmental witnesses during the course of Subcommittee hear;ings..
Department of Interior
·
Honorable Jack 1V. Carlson, Assistant Secretary ofthe Interior for
Energy and Minerals :
.
. . . .
Mr. Carlson stated repeatedly that the Department supports the
President's program laid out in the Energy Independence ,Act of
1975 (H.R. 2633), but would not make a direct statement supporting
or disapproving H.R. 49. Carlson did state:
In several.important respects the Act proposed by the President differs from H.R. 49.
·
· ··
..
.
With re~rd to the question of who ·may b'etter operate Elk Hills,
Secretary Carlson stated: . . .
. ·
.
· •
,
... On NPR No. 1 there ismore special knowledge content
associated with that and would give the Navy more of an
advantage in managing properly there as opposed to NPR
No.4...
·
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On the same subject the Secretary stated:
We proposed the President's program. The Presiden~'s. program has the Navy doing the program ..• The AdmmiSt!ation's position is to support the President's approach, wh1ch
is the Navy approach.
·
. In answer to a question as to whether the President supports enactH\ent of H.R. 49 the Secretary stated : ·
The President supports his own legislation.
· And again with regard to H.R. 49:
1Ve would like to see some improvements to it .
Finally, the Secretary stated:
Gentlemen, H.R. 49 is not our bill ... This is not our preferred way to go.
Departnumt of Defense
·
Honorable Jack I... Bowers, Assistant Secretary of the Navy (Installations and Logistics) :
In contrast to the Energv Independence Act it is felt that .
H.R. 49 is distinctly lacking in necessary 4eta~led plan~ ...
In addition. there is no urgency for exploratiOn m NPR No.~·
To summarize, ... there is no plan in H.R. 49 for strategic
petroleum reserves.
· · Vice Admiral T. R. Weschler, Director for Logistics, Joint Chiefs
of staff:
H.R. 49, it appears, ;ould not further the essenti~l task of
bringing the reserves to an adequate state of readmess any
sooner than existing plans. In fact, it may hinder progress ...
1Vhen asked the question, with adequate .funding, ar~ _you fully
c?nfident that the Navy c~mld devel!>P Elk H1lls.as expe~1tlously and
well as any other agency m the N atlon, the Admiral rephed:
·
Yes, sir. I see no reason why not.
,. Rear Admiral C. Monroe Hmt, Director for Energy, Office of Assistant Secretary of Defense (Installations and Logistics) :
H.R. 49 makes no provision for emergency supply augmentation. The Department of Defense does not support enactmentof H.R. 49.
The Admiral supported the principles embodied in Titles I and II of
·the President's Energy Indepe~1dence ~ct of 1975.
.
.
Vice Admiral Harry D. Tram II, Director of the Jomt Staff, Jomt
Chiefs of Staff:
"The Naval Petroleum Reserves belong to the Nation and
can be used or preserved for whatever purpose the people desire as the ConO'ress directs, through appropriately enacted
legi~lation. As s~ch, the provisions of H.R.49. are of direct
and immediate concern. H.R. 4"9 does not provide for retention of any reserves, does not expedite ~xplora~ion and ~e
velopment of NPR No. 4, and does not directly msure an m-

creased dei1verability of POL in an emergency. In effect, H.R.
49 removes the petroleum reserves from their national defense
role and, as such, would adversely impact on the ability of the
U.S. Armed Forces to deter war and to defeat agg1·ession if
deterrence fails.
Federal Energy Administration
Honorable Frank G. Zarb, .::\.dministrator:
\Vhen asked the question, are you opposed to H.R. 49, Mr. Zarb
stated:
·
In its current form, yes, sir.
In essence, Mr. Zarb strongly favored the concept of the President's
Energy Independence Act of 1975.
Department of Justice
Honorable Keith Clearwaters, Assistant Attorney General, Antitrust Division:
.
H.R. 49 would thus appear to provide for a broad and illdefined power to establish what are called national petroleum
reserves on almost all public lands throughout the United
States. But, as the Interior Committee report makes clear,
these broad powers are specifically aimed at existing naval
petroleum reserves, not other lands. The bill would substitute
the Interior Department for the traditional administration of
the Navy and contemplates an opening of the reserves, except
NPR No.4 to full production by outside parties. In Alaska,
power to proceed beyond exploration is barred without further Congressional authorization.
As for the competitive safeguards, we prefer those which
were carefully devised by the Administration in consultation
with the Department of Justice to deal with specific problems
in a comprehensive plan of development. The standards provided in H.R. 49 appear to be less precisely drawn and could
provide serious problems in interpretation· and administration. Based upon the foregoing, we favor the administration
bill over H.R. 49.
CoMMITTEE PosiTION
Hearings were held on H.R. 49 on March 24, 24 and 26 and April 9,
1975. On April15, 1975, the Committee on Armed Services ordered the
bills, with amendments, favorably reported to the House by a vote of
28 to 3.
FiscAL DATA
A start-up funding of $10.3 million would be required for FY 75.
Thereafter, proceeds from the sale of oil from NPR's 1, 2 and 3 would
provide funds for all expenses and create a surplus of approximately
$640 million at the end of Fiscal Year 1979. Tabulated below are the
estimated expenses and income for the three year limit of this legislation. The Committee estimates agree with the estimates provided by
the Department of the Navy.
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CHANGES IN ExiSTING LAw

In compliance with the Rules of the House of Representatives, there is herewith printed in parallel columns the
text of provisions of existing law which would be repealed or amended by the various provisions of the bill as reported.
TnE BILL As

BxiSTING LAw

CHAPTI<JH G41.-NA VAL

l'l~'l'ROUJUl\1 B.T~Sl!JU YES

(b) The analysis of such chapter 641 is amended( 1) by inserting immediately before

Sec.
7421.
7422.
7423.
7424.
7425.
7426.
7427.
7428.
7429.

743().
7431.
7432.
7433.
7434.
743.'i.
7436.

7437.
7438.

.Jurisdiction and control.
Administration.
Periodic re-examination of production requirements.
Protection of oil reserves ; contracts for conservation.
Acquisition by condemnation and purchase.
Cooperative or unit plans affecting naval petroleum reserve
numbered 1.
Cooperative or unit plans in the naval petroleum reserves.
Agreement and leases : provision for change.
Re-lease of certain lands : lessee's preferential right.
Disposition of products.
Requirements as to consultation and approval.
Expenditures: appropriations chargeable.
Disposition of royalties.
Quarterly reports to Armed Services Committees.
Foreign interest.
Regulations.
Violation!;! by lessee.
. Exclusion of naval oil-shale reserves,

R.~<:roRTim

''7421.

Jurisdiction and control."

the following:
"7420.

Definitions.";

and
(2) by striking out
"7432.

Expenditures: appropriations available."

and inserting in lieu thereof the following :
"7432.

Naval petroleum and oil shale rese.rve special fund."

(1) Immediately before section 7421 insert the following new section :
"§ 7420. Definitions
"(a) In this chapter" ( 1) 'national defense' includes the needs of, and
the planning and preparedness to meet, essential defense industrial and military emergency energy requirements relative to the national safety, welfare,
and economy, particularly resulting from foreign
military or economic actions;

.....
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" ( 2) 'naval petroleum and oil shale reserves' means
the naval petroleum and oil shale reserves established
by this chapter, including Naval Petroleum Reserve
Numbered 1 (Elk Hills), located in Kern County, Cal·
ifornia, established by Executive order of the President on September 2, 1212; Naval Petroleum Reserve
Numbered 2 (Buena Vista), located in Kern County,
California, established by l~xecutive order of the
President on December 13, 1912; Naval Petroleum
Reserve Numbered 3 (Teapot Dome), located in Wyoming, established by Executive order of the President on April 30, 1915; Naval Petroleum Reserve
Numbered 4, Alaska, on the north slope of the Brooks
Range, established by Executive order o£ the President of February 27, 1923 ; Oil Shale Reserve N umbered1, located in Colorado, established by Executive
order of the President o£ December 6, 1916, as
amended by Executive order of June 12, 1919; Oil
Shale Reserve Numbered 2, locatE:>d in Utah, estabished by Executive order of the !)resident of December 6, i916; and Oil Shale Reserve Numbered 3, located in Colorado, established by Executive order of
the President of September 27, 1924;
" ( 3) 'petroleum' includes crude oil, associated
gases, natural gasoline, and other realted hydrocarbons, oil shale, and the products of any of such resources; ttnd
" ( 4) 'Secretary' means the Secretary of theN avy.".

§ 7421. Jurisdiction and control
(a) The Secretary of the Navy shall take possession of
all properties inside the naval petroleum and oil shale
reserves that are or may become subject to the control of
and use by the United States for naval purposes, except
as otherwise provided in section 7438 hereof.
(b) The Secretary has exclusive jurisdiction and control over those lands inside naval petroleum reserves number~d 1 and 2 that are covered by leases granted under
sections 181-184, 185-188, 189-194, 201, 202--209, 211-214
223,
226d, 226e, 227-229a, 241, 251, and 261-263
of title 30. and shall administer those leases. As amended
Oct. 11, 1962, Pub. L. 87-796, § 1(1), 76 Stat. 904.
§ 7422. Administration
(a) Except as otherwise provided in section 7438 hereof,
the Secret~ry of the Navy, directly or by contract, lease,
or otherwise, shall explore, prospect, conserve, develop,
use, and operate the naval petroleum and oil shale reserves
in his discretion, subject to approval by the President.
(b) The naval petroleum and oil shale reserves and
lands outside naval petroleum reserve numbered 1 covered
by contracts under section 7426 of this title, shall be used
and operated for( 1) the protection, conservation, maintenance, and
testing of those reserves; or
(2) the production of petroleum, gas, oil shale and
products thereof whenever and to the ·extent that the
Secretary, with the approval of the President, finds
that it is needed for national defense and the production is authorized by a joint resolution of Congress.

Section 7421 (a) is amended( A) by striking out "for naval purposes" and inserting in lieu ther~of "for m:e of the Armed Forces";
and
(B) by striking out "section 7438 hereof" and inserting in lieu thereof "this chapter".
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(c) The Secretary of the Navy may under subsection.
Section 7422 is amended by adding at the end thereof the
(a) develop the South Barrow gas field, naval petroleum following new subsection:
reserve numbered 4, to supply gas to installations of the
" (d) ( 1) In order to place certain naval petroleum reDepartment of Defense and other agencies of the United serves in a proven state of readiness t9 produce petroleum,
States located at or near Point Barrow, Alaska, the native the Secretary is authorizedvillage of Barrow, and other communities and installa"(A) to explore, develop, operate, and produce
tions at or near Point Barrow, Alaska. As amended
petroleum, from Naval Petroleum Reserves Numbered
Aug. 24, 1962, Pub. L; 87-599, § 1, 76 Stat. 401; Oct. 11,
1, 2, and 3 at a rate consistent with sound oilfield
1962, Pub. L.S'i-796, § 1 (2), 76 Stat.H04.
engineering practices up to two hundred thousand
barrels p~r day for a period not to exceed t.hr~e yea.rs
commencmg ninety days after enactment of tins legislation; and
"(B) to construct or procure f.ipelines and associated facilities for transporting oi , associated liquids,
and gases, from Naval Petroleum Reserves Numbered
1, 2, and 3 to .the points where such production will be
refined or shipped.

Such pipelines at Naval Petroleum Reserve Numbered 1
shall have a combined delivery capability of not less than
three hundred and fifty thousand barrels per day, and
shall be fully operable by three years after the date of
enactment of this subsection.

" ( 2) The production authorization set forth in paragraph ( 1) (A) of this subsection is conditi011ed upon the
Secretary reaching an agreement with the private owner
to continue operati<?D: of Naval Petroleum .Reserve Numbered 1 under a umtlzed plan contract whiCh adequately
protects the public interest.
"(3) The productio? of petroleum al!t!torized under t!tis
subsection is not subJeCt to the provisions of subsectiOn
(b) (2) of this section relating to Presidential approval or
congressional authorization.".

§ 7423. Pet~iodie re-examination of production re~

quirements

The Seeretary ~£the Nnvv shall from time to time reexamine the need for the procluction ofpetroleum or products from oil shale for national dE>ferise when tlutt production i::; authorized nuder section 7422 of this title. If he
finds that the anthorized quantity is no longer needed, he
shall reduce production to the amount currently needed
for national defense. As amended Oct. 11, 1962, Pnb. L.
87-796, § 1 (3), 76 Stat. 904.

Section 74-2:1 is mnend!:'d by inserting " (a)'' iimnediately
before "The Secretary"; and by adding at the tmd thereof
the following new subsection:
.
.
"(b) During the; thrt'e-y€'ar pe:·wd of prodl~<"llon !.tnthorized by sn!)sectwn (d) of ~eebon .
( dmmf!: wh~eh
three-year perwd the eonsnltatwn reqnuements of scetwn
7431 (3) are waived), the ~ecretary s!mll submit annual
reports to the Armed Serv1ces Committees of the Senate
and the House of Representatives detailing" ( 1) the status of the exploration and development
program at each of the naval petroleum reserves;
"(2) the production which has been achieved at
each of the naval petroleum reserves pursuant to that
authorization, including the disposition of such production and the proceeds realized therefrom ;
" ( 3) the status of the pipeline construction and
procurement authoriz<'d by such subsection (d) ;
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" (4) any need for modification of the production
levels authorized by such subsection (d), including
any recommend.ation for continuing production beyond the three-year period provided in such sub·
section ; and
" ( 5) the plans for further exploration, development and production at Naval Petroleum Reserve
Numbered 4."
§ 7430. Disposition of products
(a) The Secretary .of the Navy in administering the
naval petroleum and oil shale reserves under this chapter
shall use, store, .sell, or exchange for other petroleum or
refmed products, the oil and gas products, including the
royalty products, oil shale and products therefrom produced, from lands in. the naval petroleum and oil shale
reserves, including ga.s products from lands in the South
Barrow ~s .P.e~d of Jiava1 pl:.\troleum reserve numbered
and lands· outside petroleum reserve numbered 1 covered
by joint, unit, or other cooperative plans for the benefit of
the United States.
(b) Each sale of petroleum, gas, other hydrocarbons, oil
shale, or products therefrom, under this section shall be
made by the Secretary at public sale to the highest qualified bidder at such time, in such amounts, and after such
advertising as the Secretary considers proper. As
amended Aug. 24, 1962, Pub. L. 87-599, § 2, 76 Stat. 401;
Od. 11, 19G2, Pub. L. 8i-79G, § 1 ( fl), 7G Stat. 905.

'*'

(5) Section 7430(b) is amended to read as follows:

"(b) Notwithstanding any other provision of law, each
sale of the United States share of petroleum, gas, other
hydrocarbons, oil shale, or products therefrom, shall be
made by the Secretary at public sale to the highest qualified bidder at such time, in such amounts, and after such
advertising as the Secretary considers proper and without
regard to Federal, State, or local regulations controlling
sales or allocation of petroleum products.".

(6) Section 7430 is further amended by adding at the
end thereof the following new subsection :
" (c) Any disposition of the United States share of the
production authorized by section 7422( d) shall be conducted in such a manner as to insure that an amount of petroleum products equal in value to the crude oil and associated gases and liquids supplied from the naval petroleum
reserves shall be made available exclusively to the armed
forces of the United States. Any disposition of that production shall be so arranged as to. give full and equal opportunity for acquisition of the petroleum and associated
products bv all interested companies, including major and
independent oil refineries alike.".
,
Section 7432 is amended to read as follows:
"§ 7432. Naval petroleum and oil shale reserves
§ 7432. Expenditures: appropriations chargeable
·
special fund
" (a) There is hereby established on the books of the
(a) Expenses incurred by the Secretary of the X avy
with respect to the naval pretroleum and oil shale reserves Treasury Department a special fund designated the 'naval
shall be paid from appropriations made available for the petroleum and oil share reserves special fund'. There shall
be credited to such :fundpnrJ?osesspecified in this chapter.
"(1) all proceeds realized under this chapter from
the disposition of the United States share of petroleum or refined products, oil and gas products, including royalty products:
" ( 2) the net proceeds, if any, realized from sales or
exchanges within the Department of Defense of refined petroleum products accruing to the benefit of
any component of that Department as the result of
any such sales or exchanges; and

ExiSTING

LAW

(b) Expenditures necessary to carry out this chapter
shall be made under the direction of the President, who
shall submit estimates for these expenditures as prescribed
by law. As amended Oct. 11,1962, Pub. L. 87-796, § 1(8),
76 Stat. 905.
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"(3) such additional sums as have been, or may be,
apl?ropriated for the maintenance, operation, exploratlOn, development, and pro.duction of the naval
petroleum and oil share reserves.
"(b) Funds available in the naval petroleum and oil
shale reserve special fund shall be available for expenditure in such sums as are spt>.,cified in arumal congressional appropriations Acts :for the expenses of" ( 1) exploration, prospecting, conservation, development, use, operation, and production of the naval
petroleum and oil shale reserves as authorized by this
chapter;
·
"(2) production, including preparation for production as authorized by this Act, or as may hereafter be
authorized; and
" ( 3) the construction and operation of facilities
both within and outside the naval petroleum and oil
shale reserves incident to the production and the delivery of crude petroleum and derivatives, including
pipelines and shipping terminals.
" (c) The budget estimates for annual appropriations
from the naval petroleum and oil shale reserve special fund
shall be prepared by the Office of Naval Petroleum and Oil
Shale Reserves and shal be.presented by the President independently of the budget of the Department of the Navy
and the Department of Defense.

~

,_

"(d) Contracts obligating only such funds as are appropriated and made availabl~ annually may be entered
into by the Secretary for penods of not more than five
years renemtble for a like term.".
§ 7433. Disposition of royalties
(a) Any oil, gas, gasoline or other substance accruing
to the Umted States as royalty from any lease under this
chapter shall be delivered to the United States, or shall be
paid for in money, as the Secretary of the Navy elects.
(b) All money accruing to the United States :from lands
in the naval petroleum and oil shale reserves shall be covered into the Treasury. As amended Oct. 11, 1962, Pub.L.
87-796, § 1(9), 76 Stat. 905.

Section 7433(b) is amended by adding imme~iately before the period at the end thereof. the followmg: ''a~1d
credited to the naval petroleum and ml shale reserve special
fund".

(a) The Secl'etary of ~he Navy sha.ll. e.stablish a ~tudy
group which shap investigate the feas1b1l.I~Y of creatmg a
national strategic petroleum reserve ( m1htary) (heremafter in this section referred to as the "reserve"). Any such
reserve should include petroleum stored at strategic locac
tions, or available for delivery to such locations, and _include facilities for storage, transportation, or processmg
thereof. In computing the amount of petroleum to be stored
in such reserve, the peacetime operating stocks and prepositioned \Var reser,re stocks of the Department of Defense shall not be included. Such reserve should be in addition to any national s~rategicyetroleum reserve (civilian)
which may be othennse provided :for.

~

26

27
Su:ul\1ARY

Bad~ground

and Purpose
H.R 49 was originally referred to the Committee on Interior and
Insular Affairs since it proposed to establish National Petroleum Reserves to satisfy the petroleum needs of the Nation. However, a close
examination of the bill, as amended by the Interior and Insular Affairs
Committee, clearly indicated that its main purpose was to open up the
Naval Petroleum Reserve at Elk Hills for commercial production and
nullify existing statutory protection of the reserves for defense purposes. Accordingly, since the Naval Petroleum Reserves fall within
the exclusive jurisdiction of the House Armed Services Committee,
and after a request for consideration of H.R. 49 in this Committee,
the Speaker referred the bill sequentially to the Committee, as provided for in the new House rules, with a reporting deadline of April19,
1975.
House A1"11'1Rd Services Omnmittee Amendment8
In the Committee amendments, the language proposed by the Interior and Insular Affairs Committee would be left intact except that
the Naval Petroleum Reserves would be treated in a separate title,
which would result in honoring the jurisdiction of the Interior and
Insular Affairs Committee over all public lands other than the Naval
Petroleum Reserves, which by statute and the rules of the House, are
within the sole legislative jurisdiction of the Armed Services Committee. The new title, contained in the Armed Services Committee
amendment, would provide specific conditions under which the Naval
Petroleum Reserves would be explored, developed and produced.
The most significant provisions would require a production limit of
200,000 barrels per day for a period not to exceed three years and the
oil would be sold exclusively to the Department of Defense, with the
proceeds placed in a spec~al fund to be used for further exploration,
development and productwn of the Naval Petroleum Reserves. There
would be a st.ndy regarding the establishment of a National Strategic
J>etroleum Reserve (military).
Fiscal Data
A start-up funding of $10,300,000 would be required in FY 75.
Thereatfer, proceeds from the sale of the petroleum produced 'vould
cover costs and create a surplus which would amount to $640 million
at the end of FY 79.
Departmental Position
The Department of Defense opposes the legislation as it was referred
to this Committee, but has not taken a position on the amendments.
The Department of Defense favors H.R. 2633, the Energy Independ·
ence Act of 1975, which is the Administration bill.
0 onwnittee Position
The Committee on Armed Services on April 15, 1975 fayorablv reported the bill, with amendments, by a vote of 28 to 3.
•
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deficit by about $1.3 billion and return to the U.S. Treasury
approximately $1 billion per year. (page 3)
H.R. 49, by authorizing a naval petroleum reserve to be included in a national petroleum reserve, would lift these restrictions on production and would permit the reserves to be
t. ' I developed in' order to meet the total energy needs of the na'•L tion, including but not limited' to national defense. (page 3)
': Production [at Elk Hills] of 160,000 barrels per day ~ould
·
be ·obtained in less than six months and the reserve is capable
of production of 300,000 b'aiTels per day within one year. The
Committee notes that this amount represents approximately
40 percent of the President's goal of reducing U.S. depende~ce. on :foreign crude imports by 80~,000 barrels pe~ ~ay
withm one year. The totaJ:reserve IS eshmated to be 1.5 b1lhon
barrels o:f oil and .,ver 1.2 trillion cubic feet of natural gas.
(page 6)
Since section 3 o:f H.R. 49 requires the Secretary of the Interior to
develop plans. :for ~c:q t.~};~ under his jur~diction, explai~ing in detail
tl~e method of developw~n~offl~ pt;~u~tiO~ .propos~d, 1t was recogmzed that any accurate estunate of Its mflatlonary Impact could not
be ascertained until, tlf~ pl.-.ns a.J;"e presented to the Congress (which,
incidentally, under the bill, \.Vould not become effective for 60 days so
that the Congress will have an opportunity to review and perhaps disapprove each plan). H.R. 49 provides the authority for the Secretary
to establish national petroleum reserves and to prepare plans for their
developm~nt itnd production. At that time the 'Congress will have the
neceSS!trY infOrntation to make a reasonably acctJ.rate assessment of
the !Wtnal inflationarjr impact.

All of these things will, of c~urse, have a favorable effect on the~
economy and should be counter inflationary. The adverse impact o:f
these oil imports in the American economy is universally recognized.
Nothing has had a worse effect on inflation than spiraling petroleum
prices-transportation costs are up for virtually all forms of American enterprise from the operation of basic :farm machinery and delivery vans to international airlines; utility costs for everything from
manufacturing o_perations to the illumination of government offices
have skyrocketed; and the workingman's costs for essential day-today commutin~ and simple recreational desires have sometimes become
prohibitive. Lrmiting production of known domestic oil supplies to
200,000 barrels per day for 3 years, as has been suggested by some,
may have some limited benefit for the economy, but it stands to
reason that greater long-term benefits will result from a more enduring program like that proposed in H.R. 49. Not only must production commence promptly, but the Secretary of the Interior, who has
responsibility for managing the Nation's natural resources, should
make every effort to explore and develop new domestic sources of
supply wherever possible, including exploration of Naval Petroleum
Reserve No. 4 in Alaslm. Such a task should not be assigned to the
Secretary of the Navy whose basic function it is to manage the naval
forces and not to manage the Nation's natural resources.
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If H.R. 49 as recommended by the Committee on Interior ~nd Insular Affairs is enacted, productiOn of oil and gas in some area.e could
commence promptly. Production at Naval Petroleum Reserve No. 1
?ould rea~h 160,000. b~rr~ls per day within, 6 months JI-ll~ that reserve
IS c!l(>a:l:>le <?f ·p~UCI~~ '3~;000 ba.rr~ls ptlr. day Withm l ;rear. In
additton, thu;~' ·;reserve C'C)n'tatlls 1.2 trillion cubic feet of natural gas.
· 'Add to thi~ tllW pti.tately owned Share (20 percent of the total)
of the Elk Hills'CR~ve and the ~tential Qf producing another
2,650 barrels of oil from Naval Petroleum Resertes No.2 and No.3
and 20,000 barrels per day by P~:Va~ co.r,n:{>anies on J?rivate l~d now
foreclosed b;1 eourt order, and 1t IS readily recogtuzttble thttt such
prqd:ucqon~ If permitted, cQuld have a substantial effect on the av:ailll~Je:,a?~<t~i,c sup~lY; Several very ~~e:ficial effects. would resul~
·
1t would l~:p.Hhough not ehmmate--our rehance on fore1gn
sources of sup~ly of oil;
.
it would have the very favorable effect of reducing the balance
of payments by nearly $1.5 billion;
·
1t would produee non-tax revenues for the U.S. Treasury totalihg $1.0 billion.peryear or more; thus helping greatly inthese
titnes ()'f budgetary deficits.
·
·· · ··· '
· ·. ·· . '

H.R.ill.

CONCLUSION

In contrast with some proposals, ultimately the enactment of H.R.
49 as recommended by the Committee on Interior and Insular Affairs
should have a deflationary impact on prices and costs in the operation of the national economy, should result in a substantial reduction
in the balance of payments, and should produce significant revenues
for the Federal Treasury.
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FULLY EXPLORE, FULLY DEVELOP, AND PRODUCE THE NAVAL PETROLEUM RESERVES WITH THE REVENUE DERIVED THEREFROM
TO BE PLACED IN A SPECIAL FUND FOR SUCH EXPLORATION, DEVELOPMENT, AND PR(JDUCTION, FOR PRODUCTION TO BE .APPLIED
TO THE PETROLEUM NEEDS OF THE DEPARTMENT OF DE:FENS;m
AND FOR THE ESTABLISHMENT OF A STUDY GROUP TO INVESTIGATE THE FEASIIULITY OF CREATING 'A NATIONAL STRATEGIC
PETROLEUM (MILITARY),· AND FOR OTHER PURPOSES

APRIL

18, 1975.-Committed to the Committee of the \\'hole House on the State
of the Union and ordered to be printed

Mr. HEBERT, from the Committee on Armed Services,
submitted the following

REPORT
[To accompany H.R. 5919]

The Committee on Armed Services, to whom was referred the bill
(H.R. 5919) to :fully explore, fully develop, and produce the naval
petroleum reserves with the revenue derived therefrom to be placed
in a special fund for such exploration,· development, and production,
:for pro~uction to be applied to the petroleum needs of the Department of Defense and for the establishment of a study group to investigate the .feasibility of creating a National Strategic Petroleum
Reserve (military), and for other purposes, having· considered the
same, report :favorably thereon with an amendment and recommend
that the bill as amended do pass.
The amendment is as follows:
On page 6, line 14, after the word "available" add the word
"exclusively".
ExPLANATION OF THE AMENDMENT

This technical amendment was adopted by the Committee during its
hearings on the bill to insure that all of the oil produced under the
provisions of H.R. 5919 would be purchased by the armed forces of
the United States only.
PURPOSE

H.R. 4919 proposes to fully explore, :fully develop, and produce the
Naval Petroleum Reserves with the revenue derived therefrom to be
placed in a special fund for such .exploration, development, and pro·
38-006

2

t·3

duction and for production to be applied to the petroleum needs ot
the Department o:f Defense and :for the establislm1ent of a stu~y group
to investigate the :feasibility of creating a National Strategic Petroleum Reserve ( nrllitary) , and :for other purposes.

rives 647 barrels per day in royalty oil at NPRNo. 2. In 1974 U.S.
income from this reserve was $1.6 million.
NPR No. 3 is located at Teapot Dome, 1Vyo. It is wholly-owned by
the .United. States. It ha!3 .a proven reserve of 42.5 million barrels.
There are 150 .wells on the reserve. It has a present production capability of 2,000 barrels per day. The 1974 income of the United States
from Teapot DomQ production was $1.1 million.
NPR No. 4 is located on the North Slope in Alaska. It is whollyowned by the United States. It is largely unexplored and almost completely· undeveloped. The reserve is· estimated at between 10 billion
, and 33 billi<m barr.els. However, only 100 million barrels of teserves
have been prove:n. The rest, of course, must be proven in subsequent
exploration.
· The exploration program in fiscal year 1975 consists of 3,500 miles of
seismic exploration and two exploratory wells. One gas well has been
completed, and is capable of producing 500,000 cubic feet of gas per
day. The second exploration well was started on March 17 of this
year.

. THE CLEAN BILL

The legislation was originally referred to the House Armed Services Committee as Title I of H.R. 2633 and H.R. 2650, the President's
Energy Independence Act of 1975, which has reference to the Naval
Petroleum Reserves. At the same time, additional titles o:f that bill
were referred to the Committee on Interstate and Foreign Commt::rce,
Committee on Ways and Means and Committee on Banking, Currency
and Housing. A clean bill, H.R. 5919, was introduced :for the consideration of the Full Committee due to differences with the Departmental
proposal.
·
During its deliberations, the Committee also had before it H.R. 49,
as amended by the Interior and Insular Affairs Committee,. which was
referred sequentia1ly to the House Armed Services Committee. That
bill would create national petroleum reserves, to include the Naval
Petroleum Reserves.
BACKGROUND
THE ESTABLISHMENT AND LOCATION OF THE RESERVES

There are four naval petroleum reserves: No. 1, Elk Hills; No.2,
Buena Vista Hills, in Kern County, Calif.; No.3, Teapot Dome, Wyo.;
No. 4, on the :North Slope in Alaska, immediately to the west of the
Prudhoe Bay commercial oil field. All of those reserves were established between 1912 and 1923.
In addition. there are three naval oil shale reserves: Nos. 1 and 3 in
Colorado; No: 2 in Utah, established in 1916 and 1924.
Those oil shale reserves are undeveloped. The only current actiVity
at any o£ those reserves is in providing shale for use in an experimental
retort process o:f Paraho Development Corp.·
Approximately 20 percent o:f Naval Petroleum Reserve No.1 at Elk
Hills is owned by Standard Oil Co. of California. It has been operated under a unit plan contract since 1!!44, which has kept the field
lar~ly shut-in.
·
·
There are over 1 billion barrels in proven reserves in this field, and
1.2 billion thousand cubic :feet of gas reserve. There are more than
1,000 wells in existence on NPR No. 1. It has a current production
capability of 160,000 barrels per day, which could be expanded by
furthel;' development of the field to 400,000 barrels per day.
Since June 1974, 42 new wells have been drilled at Elk Hills. They
have proved an additional100 million barrels of reserve. In 1974 the
U.S. income from this reserve was $2.5 million.
·
NPR No. 2 is located at Buena Vista Hills. Cali :f. Two-thirds of this
reserve is privately owned and one-third is u:s. owned. There are more
thnn 20 million barrels proven reserve remaining at Buena Vista Hills;
It is fully developed and producing. The United States presently de-

EXISTING LAW

Chapter 641, title 10, United States Code, deals with Naval Petroleum Reserves. Section 7422 grants. the Secretary of the Navy exclu. sive jurisdiction and control o:f the reserves and directs him to explore,
prospect, conserve, develop, use and operate those reserves.
·
The production of the reserves is limited to that which is necessary
for protection, conservation, testing and maintenance. For any production beyond that, the Secretary of the Navy must find that it is
needed for national defense, that finding must be approved by the
President and the production must be authorized by joint resolution
of Congress.
.
RECENT CO:MJIHTTEE O>'ERSIGIIT ACTIONS

During October 1973, the Investigating Subcommittee conducted
hearings following a public statement by President Nixon that Naval
Petroleum Reserve No. 1 at Elk Hills should be opened up to meet the
fuel needs of the west coast. In its report on November 13, 1973, the
Subcommittee indicated that an energy crisis was upon the Nation and
that the statutory restriction on the use of the Naval Petroleum Reserves should not be amended.
_During the period January through May 1974, a Special Subcommittee on Department of Defense Energy Resources and Requiremen~s, chaired by Congressman Otis G. Pike (D-NY), held extensive
hearmgs on the overall defense energy question, with particular reference to the Naval Petroleum Reserves. In its principal findings the
Subcommittee held that production of Elk Hills Petroleum Reserve
beyond th~ statutory limits was not warranted at that time and that
the e loration and development of Reserves 1 and 4 at Elk Hills
.and A
a must be completed as rapidly as time and resources permit.
That rep.ortshowed particular concern over the inadequate response
to :fulfillmg defense petroleum needs when 'the Defense Production
Act of 1950 was invoked during the 1973 :fuel crisis.
·

TE.<U>Gl'· DOME (ltESERVE NO. 3)
ELK HILLS (RESERVE NO. 1)

Tw<> figures have been popula
in discussing the oil to be
delivered from ElkHilJs--160,000 anels P!'l:t:. day and 39Q,OOO barrels
per da v. The facts are that with present faCiht~es tp.e max1mu~ amount
. of deli\·erable oil is 30,000 barrels per ~ay, ~hiCh IS a constl'lln:~t resulting from the fact that only one p1peli:qe e:.:n.sts to carry the ml off the
Reserve~ and that is owned by the operatmg partner, Standard of
.'California. .
.
·
. Testimony indicates that three tie-ins. to existing pr1vately. owned
lines off the Reserve could be completed m a ~0- ~o 90-day peno~ at a
''(lost of about $1.1 million, and ":ould resul.t ~n mcreased capa?Ity to
130,000 barrels per day. An additiOnal $1 mllhon would be reqmred~o
demothbalLthe neceii!sary wells. However, that figure would rem~
. constant iqr a period of about 30 mont~ at which .time the comp~etion
of a fo1uth tieline and pumping facility would mcrease ca{'aCity to
155,000 barrels per day-a fi.gure which re.presents t~tal pip~l~ne· spare
capaeity. That figuret coinCidei?-t~y, w~uld also reqm~e. additional gas
. pipelines and proctlssmg eapab1hty, with a total add1twnal cost of $5
. million. ·
.
·
f
Thus, the earliest that Elk lblls could reach a capac;ty .0 155,000
barrels per day would be close to 30 months aft~r auth~r:ty 1s g~ant~d.
. Any capaci
yond that figure would reqmre r:d<!-~t~onal p1p~hne
facilities to t coast. The Navy is currently ne~ot1atmg .for a 20-1:n,ch
. line now in place which would meet a marme termmal. at Port
·Hueneme. .Because of necessary additional connections, that hne would
require a three-year lea~ time which could be stretched due to expected
critical environmental 1mpact problems. .
.
. .
.
Although some of the pipeline ow~ers m1gh~ be mterest~d m makmg
these tie-ins at their own expense with the behef that their co~s.could
be recouped over several years of use of the lines, none are. w~llmg to
undertake these costs for a limited open:up of the field. Behev1!lg that
it would be in the best interests. of natiOnal defense for the N a.vy to
have the capability to transport petroleum off the Res~rv:e, the Com.mittoo Bill would authorize the Navy to make these tie-ms and also
to acquire a~d/or construct a lin!' to a marine ter~inal to transport a
large qt!ant1ty of pet~oleum. This co1;1ld !ree the Navy from the con~
straints imposed by pr1vately owned p1p~lmes.
.
.
It is important to note that production of.the field durmg t~e m~
terim period now through fiscal year 1979 Will reduce the maxnnwn
capa.bility of the field.
.
.
.

There are no refinery or pipeline constraints at Teapot. Whatever
crude cannot be handled in local refineries can be piped out to refineries with considerable excess capacity. The real problems involve lead
time on equipment necessary to mcrease productiQn.
The field is currently being developed under a five-year program at
a cost of $54 million. Under that plan peak production would come at
the end of the second year, producing some 18,000 to 20,000 barrels
per day.
.
THE CoNCEl"l'
H.R. 2633, THE PRESIDENT'S ENERGY INDEPENDENCE .ACT OF 1971$

The basic concept embodied in this proposal would continue the
Naval Petroleum Reserves in the custody of the Secretary of the Navy
but would place the basic decison making process in the hands of the
President. In that bill national security would take on a broad definition, to include essential civilian and military emergency energy
requirements.
The proposal would provide for the establishment of National Strategic Petrolewn Reserves in unidentified facilities at unidentified locations, to include a civilian reserve of 1 billion barrels of oil and a military reserve of 300 million barrels of oil.
·
The .President could produce the Naval Petroleull,l Reserves to supply the strategic petrolewn reserve, to generate funds for deposit in a•
National Strategic Petrolewn Reserve Special Fund, and to replenish
military peacet1me opearting stocks and prepositioned war reserve
stocks.
·
Monies from the special fund could be used to explore, develop and
produce the Naval Petroleum Reserves, but the proposal would place
no limit on the production of the reserves.
The bill would allow the use of private capital in exploring and
developing Petroleum Reserve No.4 in Alaska.
Twenty percent of the petroleum available in Reserve No, 4, or such
arllount as the President may determine to be necessary for national
security, would be utilized for the National Strategic Petrolewn Re. .
serve. The remainder would go to the public economy.
The authority would be granted to develop the reserves on and off
the reservation,
,
.
..
A~MED Sl."~VICES CoMMITTEE PnoPOSAL-:--:A ·SPEciFic BLUEPRINT
THE PROBLEMS

BUENA VISTA (RESERVE NO. 2)

As noted earlier in this report, almost two-t!1ird~ of this fiel~ is P.rivately owned, and the field has been in productiOn smce th~ 19~0 s, ~1th
the Navy p1-,oo.ucing' its portion in order to prevent los~g 1ts ml ~o
atlj~~:nt o-wner~;~. The Navy receives about 647 barrels of 01l perd.ay m
royalty oil from B~a Vista.

. Th~ current Armed Services Committee .hearings un. H.R. 2633,
H.R. 2650 and II.E,. 49, as amended by the. Interior and Insular A:tfairs
Committee, as well as the inquiry by our Special Subcommittee on Department o£ Derense Energy Resourc~ and' Requirements in early
1974 (Honse Armed Services Committee .Document No.· 93-48), made
it cryStal clear that our national security requires. the assu:an~e that
our armed forces llav~ enoug.Q. fuel to supply their needs m tune of

7
national emergency or war. Thus, it is necessary to insure, insofar as
~~ possible, that in tampering with the petroleum reserves for productiOn, the reserves are completely protected from depletion before any
alternate oil sources in them may be established. As one Committee
member so aptly put it, "Our ships burn oil, not dollars." The Joint
Chiefs of Staff jointed in that determination until most recently, when
they, not too surprisingly, fell in line with their Commander-in-Chief
to support his Energy Independence Act of 1975, which Committee
testimony reveals was not referred to the Chiefs for consideration
until after it was in final draft form.
.
·
In some quarters, great reliance has been placed on the potential of
Petroleum Reserve No. 4. But its potential is unproven, and the proven
reserves at Elk Hills should remain available for emergency use, while
at the same time, the field should be brought to a Gomplete state of
re~d~ness to provide the required quick reaction time in fulfilling its
miSSIOn.
Also, current plans regarding proposals for strategic storage of oil
are so inadequate as to .require considerable study and detailed planning. The Committee could find little hard evidence as to where they
will be located, how :much they will cost, how the crude oil will be
transporte.d to refineries, or exactly how long it will take to construct
them.
As indicated earlier in this report, the Naval Petroleum Reserve at
Elk Hills is operated under a unit plan contract with Standard Oil
of California, which has kept the field largely shut-in. This agreement
resulted from Standard Oil owning approximately 20 percent of Naval
Petroleum. Reserve No. 1. The unit plan was authorized by enabling
legislation on June 17,1974 (10 USC 7422(b), 7426), which confined
production to that needed for national defense purposes. The :problem that arose was whether producing Elk Hills would result in a
possible breach of contract. While Standard Oil witnesses indicated
~hat .any production at Elk ·Hills would be unrealistic under other
than a unit plan, the problem was of serious concern to the Committee.
Finally, the Committee recognizes that there is a need to find additional sources of. domestic crude oil supply at the earliest possible
time to reduce the growing domestic demand for foreign oil.
THE BLUEPRINT
To satisfy the problems raised by proposals to produce the Naval
Petroleum Reserves, H.R. 5919 would accomplish the following:
Provide production of the Petroleum Reserves for a period not
to exceed three years, at a rate not to exceed 200,000 barrels per
day.
Such oil produced will be sold or exchanged for the exclusive
use of the military services.
Provide for a Naval Petroleum and Oil Shale Reserves Special
Fund, into which will flow the proceeds of such sales, and any
separate monies appropriated for the Naval Petroleum Reserves.
The Special Fund (which would be subject to the Congressional
appropriations process) would be used for the exploration, development, conservation and production of the reserves and the· construction of facilities, both on and outside the reserves, including

pipeline and shipping terminals. The target for pipeline capacity
at Elk ~ills is set at 350,000 barrels per day.
,
Provi~e. ~or the esta~lishm~nt of a study group to inquire into
the fea~Ibihty of, locatwns, Size and cost of creating a National
Strategic Petro_leum Reserve (military) , and report at the end of
one yea: followmg enactment of the legislation.
. Reqmre the Secretary to re:r_>ort to the Co:ugress annually detailmg the status of exploratiOn and development production
ach~eved, status of pipeline construction and pr~curement of
eqmpment, any recom~endations for contilmed production beyond the three-year penod. and plans for further exploration developm~nt and production at Petroleum Reserve No.4.
'
. ~rovide for production authorization of Elk Hills to be conch~Ioned up~:m the Secretary of the Navy reaching an agreement
with .t~e private owner to continue operation of Elk Hills under
~ umbzed plan contract, which adequately protects the public
mterest.
The _Committee is o~ the opinion that H.R. 5919 presents definitive
authonty for p~oceedmg to produce the Naval Petroleum Reserves.
Also, the Committee heari~gs a~d delibera~ions contain clear guidance
.as to where th~ program _Is ~01ng, what It seeks to accomplish, and
w~er~ ther~ will be termmatwns to allow for reexamination of the
·~rmciples mvolved, in the context of. the. problems existing at that
t1me. For exa~ple: whe~ the Al3:ska pipelme now under construction
commences dehvery o~ Its capac1ty of two million barrels of oil per
.day .to the west c<?ast m about three years, the requirements for any
contmued p_roductwn of the Naval Petroleum Reserves will be in need
of fresh revww.
DEPARTMENTAL PosiTIONS
The Executive Department comments concerning recommendations
for ~he enactment of H.R. 2633 and H.R. 2650 are contained in the
Presid~nt's letter of .January 30, 1975 reproduced below. Also, the
follow~ng ~·epresentat.Ive~ of the Executive Branch testified before the
Jnve~t.Igatwns Subcommittee supporting the provisions of the President s Energy Independence Act of 1975:
Department of Interior--:-Honorable Jack W. Carlson, Assistant Secretary of the Intenor for Energy and Minerals.
Department of J?efense-Honorable Jack L. Bowers, Assistant
S~cretary of the Navy (l_nstallations an~ I:ogistic.s); Vice Admiral T. R. We~chler, :01rector for Logistics, Jomt Chiefs of
Staff; Rea~ Admiral C. Monroe Hart, Director for Energy, Offi_ce of Assis~ant Sec_retary of Defense (Installations and Logistics); an~ VICe. Admiral Harry D. Train II, Director of the Joint
Staff, J omt Chiefs of Stail'. .
Fe~e;al Energy Administration-Honorable Frank G. Zarb
Admmistrator.
'
Department of Justice-Honorable Keith Clearwaters Assis_tant Attorney General, Antitrust Division.
'
, Smce H.R. 5919 was introduced as a cl~an bill, specific Department~} comments on that measure. are not available. However it is inter~stmg .to not that Vice Admiral T. R. Weschler represen'ting the
Jomt Chiefs of Staff, in his original testimony on March 25, 1975, ap-
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peared to favor some general !estrict~on on tl~eproduction of tJ:e .N a!al
Petroleum Reserve at Elk Hllls until such lnme as more defimtive Information on the proven reserve at Petroleum Reserve No. 4 in Alaska
is available. However, later testimony from the Director of the, Joint
Staff, Joint Chiefs of Staff, favored the enactment of the Eneroy
Independence Act, evidently, since it represents the position of tfle
Commander-in-Chief.
THE WHITE HousE,
W askington, J ar~~Uary30, 1975.
The SPEAKER OF THE HousE oF REPRESENTp.TIVEs.
DEAR 1\b. SPEAKER: In roy State of the Union address earlier this
month, I outlined the dimensions of our interrelated economic and
energy problems and proposed comprehensive and far-reaching measures for their solution.
The measures I described included both Executive and Congressional actions. Because further delay is intolerable, I ha,ve already
taken administrative action to deal with our energy problems, including issuance of a proclamation to impose increased fees on imported
oil. The Secretary of the Treasury has already presented roy detailed
energy tax r,roposals to the House Ways and Means Committee.
I am enclosing a proposed omnibus energy bill the Energy Independence Act of 1975-which, along with the tax proposals already presented, will provide the combined authorities that are necessary if
we are to deal seriously and effectively with the N atiori.ls pressing
energy problems.
We have d0layed too long in taking decisive actions to reduce our
dependence on foreign energy sources and to eliminate our vulner;.
ability to energy disruptions such as we experienced last winteror worse.
In the near term, enactlnent of the proposed legislation along with
certain Administrative actions would reduce oil imports by one roil,.
lion .barrels per day by the end of this year, and two million barrels
per day by the end of 1977. Over t.he mid-term (1975-1985), enactment. of the proposed legislation will ins:ure that domestic. supplies of
energy are substan~ially increased, that the growtl~ in energy. demand
is reduced substantially and that .we develop effective protectiOn from
future· ener;zy erobar.goes or energy emergencies. In the long term,
roy proposals will allow our Nat ion to once again supply a significant share of the energy needs of the free world.
The les,tisJ:ative program I have proposed will:
(1) encourage early development of our oil, natural gas and
coal resources; .
.
.·
(2) help speed the siting $-nd construction of n;uclear. an<l other
energy :fa:cilities;
·
·
· .
· (3) r~duce energy consumption by mandating thermal standards for new homes and commercial buildings and assisting persons with low incomes in winterizing their homes;
.
( 4) encourage investment in the development o:f new domestic
. . .
.
. ·
, (mergy re,squrces ;
(5) estabHsh a strategic petroleum reserve to guard against
:future import disrupt:,ions; ftnd
.. .
(6). authoiize certain.standby.authorities to.oope with potential
·
·
·
· embargoes or energy emergencies.

'A more detailed summary of roy legislative proposals is enclosed.
My tax proposals already presented by the Secretary of the Treasury
:would:
(1) place an excise tax of $2 ;per barrel on all domestic crudeoil and an import fee of $2 on all 1mported crude oil and petroleum
products to help reduce the demand for oil, promote domestic
refinin~ and encourage the development of new sources of energy;
(2) Impose a tax on all domestic crude oil in order to capture·
windfa,ll profits;
(3) place an excise tax on natural gas equivalent to the $2:
tax on oil to reduce natural gas demand;
(4) provide additional tax credits for public utilities to prcrvide equal tax treatment with other industries and promote the
construction of needed electric generating facilities;
(5) provide tax credits for homeowners who instltll additional
insulation to reduce energy consumption;
( 6) return to the economy the revenue from energy conserva,tion taxes to offset higher energy costs, particularly for low andl
middle income citizens and to help restore jobs and production.
The 13 titles of this bill, coupled with appropriate tax measures,
are essential to the eventual attainment of our common goal of energy
independence. Prompt action on all these measures is essential.
I cannot stress too much the sense of urgency I feel about these
proposals and the need for their swift consideration by the CongreSS'
as a basis for the earliest possible enactment into law. Without these
measures, we :face a future of shortages and dependency which theNation cannot tolerate and the American people will not accept.
Sincerely,
GERALD R. FoRn~

Sux:arARY

oF PROPOSED LEGISLATION To INCREASE DoMESTIC ENERGY
SUPPLY AND AVAILABILI'IT

Title I of the Energy Independence Act of 1975 would authorize
the production of petroleum from the N ava,l Petroleum Reserves to
top off Defense Department storage tanks, with the remainder sold
at auction or excha
for refined petroleum products used bv the
military or used to fi
National Strategic Petroleum Reserve. Revenues generated from the sale of oil produced from the Naval Petroleum
Reserves would be used to finance the further exploration, develop·
roent and production of the Reserves, including NPR #4 in Alaska,
as well as to create the National Strategic Petroleum Reserve. At
h~ast 20%, or such other amount as determined by the President, of them! eventually produced from NPR #4 would be earmarked for military !leeds and for tl:e National Strateg~c Petroleum Reserve and theremamder roa~e a':a1lable to the domestic economy. Although the oil'
reserves. co~tamed m NPR #4 are largely unexplored and sianificant
Pt:oductio!!IS not .e~pected before 1982, it is anticipated that NPR #4w~ll provide a mimmuro of 2 million barrels of oil per day by 1985.
T1~le I would also grant the D.epa~roent ~f. the Navy authority to acqmre, construct,. ~11 and roamtam a military strategic petroleum
reserve of 300 million barrels a,s part of the National Strate<Yfc Petroleum Reserve.
o
H. Rept. 94-156--2
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Co:M:MIT'.rEE PosiTION

INFLATION brPACT STATEMENT

The Committee on Armed Services, by a vote of 28 to 3, favorably
reported H.R. 5919, as amended.
FisCAL

DNrA

A start-up funding of $10.3 million would be required for FY 75.
Thereafter, proceeds from the sale of oil from NPR's 1, 2 and ? would
provide funds- for all expenses and create a surplus of appro:x::Imately
$640 million at the end of Fiscal Year 1979. Tabulated below are the
estimated expens~s and i~come for the t?ree year ~imit of this _legislation. The Committee estimates agree with the estimates proVIded by
the Department of the Navy.

1.

I

ESTIMATED tXPENOITURES AND INCOME-H.R. 5919 AND/OR titLE II OF H.R. 49
[In thousands of dollars!

OvERSIGHT
Fiscal year-

1975

1976

!1971

1978

ESTIMATED EXPENSES

===·.:::::===-·:::::::·.·.:::::::::.··.:::::::

Mothballing facilities .• ····---- .••••..•••••••.•• ---··· •••••. --·-· ••. ---- ••• --.----·-·
TotaL .......................... ~---···

5, 700

r.;~~'t.~~~g

147, 100

120,900

5, 100

Iaska:
0 000 line miles}.•••.••••••••..•.....•.
(26 wells) .•••..•.••••••••.•••••••••.

Total .. --------••••••. -----................ -.--••••

11,800

483, 100

10,000

600

~r,g

14,232

12,552

12,822

24,500

l&, 600
50', 800

9300

30.200

3a;soo

5,100
43, 60l)

54,700

69,400

47,800 '

48,700

2lS, 232

237,052

189,522

22,400

67, 100

Strategic storage study______ •••••••. ------.......
1, 000 ••....... ---- ... - •. ----- .. --. --•- ... ... •
Naval Patroleum and Oil Shale Res. Administration...........
8, 000
8, 000
8, 000
8, 000
Total expenses............................

39,500

1, 000

··esa··----·sso·

l, 500 ------ ----600
900
10,000
10,000
750
600

10,000
1, 000

---~::~~~~:::::::::::- ----- ~~~- -- ----~~:----- =~:~: -----~~ =~:.

Total •• -------- ...•••• ----- ••••••• ---- •••
NPR 4-North
Seismic sur
Exploration dri

142,300

H~

2,100
51, 500
5, 000

359, 500
1, 000

136,050 .

1, 500
2,800
40,000
1, 950

4,g~

220,000
1, 000
32:,000
793,656

ESTIMAtED INCOME
30, 000 1, 223, 860

1, 530

7 460

39, GOO

204:000

fiscal year 1977 includes a 3-mo. transition period to adjust to a new fiscal year commMcing Oct.1,1!i77.

FINDINGS

The Committee indicated a continuing need for Naval Petroleum
Reserve oversight responsibilities to rest exclusively in the House
Armed Services Comrnittee as stated in the provisioi!\s of Rule X of
the House rules,

Total

NPR 1-Eik Hills:
Demothballing exi~tlng fatiliti'es...............
1, 000 -·-------·········•··------------•---···
Pipeline
tie-in to
Socal, tosco...........
~·.I~ ___
Pipeline tie-in
to Arco,
Union......................
...
. .
500
25,000
20,000
5, 000
1, 000
lluild and/or acquire PL to Port Hueneme......
Build HP gasline to North Coles levea..... ....•
1, 000
4, 000 .••..... ____ ••.••.. ___ -------·
Production (lifting) costs at 25t/bbL................... 12,000
13,000
14, 500 .••••••••.
Exploration drilling (5() wells)...........................
6, 500
8, 400
7, ~ ---------Development dri!ligg (82~ wells)------------------------ 94,800 105,700
93, ;,w
65, 100

NPR 2-Buena Vista; No expenses incurred; income
from royally.
NPR 3-Teapot Dome:
well work-over (clean out) .. ----.---------------------·
Exploration drilling(22 wells total) ..................... .
Development drilling (100 wells per year)................
Oil and gas
facilities .... _._________
5, 000

The enactment of this legislation should have a. positive effect on
the economy in that a supply of up to 200,000 barrels a clay will be
flowing to the armed forces of the United States, relievin~ the civilian
economv of supplying that amount, and, in turn, hopefully reducing
foreign"'oil imports by a like amount. with consequent favorable effect
on the balance-of-payments. In addition, the proceeds of the oil to
the military would go into a special fund to support further exploration, development and production in the Naval Petroleum Reserves
over the three-year periorl, thus, relieving the Treasury of that burden, except for the starting up cost of $10,300,000 as outlined above
under fiscal data. In view of the above, the Committee does not consider that the financial aspects of this bill contain an inflation factor.
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CHANGES IN ExrsTI::-<G LAw

In compliance with the Rules of the House of Representatives, there is herewith printed in parallel columns the
text of provisions of existing law which would be repealed or amended by the various provisions of the bill as re·
ported.
THE BILL AS REPORTED

EXISTING LAW

The analysis of such chapter 641 is amended(1) by inserting immediately before

CHAPTER 641.-NAVAL PETROLEUM RESERVES
SEC.

7421. Jurisdiction and control.
7422. Administration.
7423. Periodic re-examination of production requirements.
7424. Protection of oil reserves; contracts for conservation.
7425. Acquisition by condemnation and purchase.
7426. Cooperative or. unit plans aft'ecting naval petroleum reserve
numbered 1.
7427. Cooperative or unit plans in the naval petroleum reserves.
7428. Agreement and leases: provision for change.
7429. Re-lease of certain lands: lessee's preferential right.
7430. Disposition of products.
7431. Requirements as to consultation and approval.
7432. Expenditures: appropriations chargeable.
7433. Disposition of royalties.
7434. Quarterly reports to Armed Services Committees.
7435. Foreign interest.
7436. Regulations.
7437. Violations by lessee.
7438. Exclusion of naval oil-shale reserves.

IF

c

n ., n

"7421. Jurisdiction and control."

the following:
"7420. Definitions.";

and
( 2) by striking out
"7432. Expenditures: appropriations available."

and inserting in lieu thereof the following:
"7432. Naval petroleum and oil shale reserve special fund."

•••• r 1 1' ·•·

t!

(1) Immediately before section '74211nsert t:he :fo1·
lowing new section:
"§ 7420. Definitions
" (a) In this chapter" ( 1) 'national defense' includes the needs of, and
the planning and preparedness to meet, essential defense industrial and military emergency energy re·
quirements relative to the national safety, welfare,
and e.conomy, particularly resulting from foreign
military or economic actions;
"(2) 'naval petroleum and oil shale reserves' means
the naval petroleum and oil shale reserves established
by this chapter, including Naval Petroleum Reserve
Numbered 1 (Elk Hills), located in Kern County,
California, established by Executive order of the
President on September 2, 1912; Naval Petroleum
Reserve Numbered 2 (Buena Vista), located in Kern
County, California, established by Executive order
of the President on December 13, 1912; Naval Pe·
troleum Reserve Numbered 3 (Teapot Dome), located
in Wyoming, established by Executive order of the
President on April 30, 1915 ; Naval Petroleum Reserve
Numbered 4, Alaska, on the north slope of the Brooks
Range, established by Executive order of the Presi-

EXIS'l'ING LAW

§ 7421. Jurisdiction and control
(a) The Secretary of the Navy shall take possession of
all properties, inside the naval petroleum and oil shale
reserves that are or may become subject to the control of
and use by the United States for naval purposes, except as
otherwise provided in section 7438 hereof.
(b) The Secretary has exclusive jurisdiction and control over those lands inside naval petroleum reserves numbered 1 and 2 that are covered by leases granted under sections181-184,185-188, 189-194,201,202-209,211-214,223,
224-226, 226d, 226e, 227-229a, 241,251, aud 261-263 of title
30, and shall administer those lem;es. As amended Oct. 11,
1962, Pub. L. 87-796, § 1(1), 76 Stat. 904.

§ 7422. Adminisration
(a) Except as otherwise provided in section 7438 hereof,
the Secretary of the Navy, directly or by contract, lease, or·
otherwise, shall explore, prospect, conserve, develop, use,
and operate the naval petroleum and oil shale reserves in
his disc}·etion, subject to approval by the President.
(b) The naval petroleum and oil shale reserves and
lands outside naval petroleum reserve numbered 1 covered by contracts under section 7426 of this title, shall be
used and operated for(1) the protection, conservation, maintenance, and
testing of those reserves; or
(2) the production of petroleum, gas, oil shale and
products thereof whenever and to the extent that the
Se1:retary, with the approval of the President, finds
t~at ~tis need-:d for nati~n~al defense.and the productwn IS ~tlbhomzed b)!' a Jomt resolutlon of Congress.
(c) The Secretary of the Navy ma.y under subsection
(a) develop the South :Barrow gas field, na,val petroleum
reserve lllllillbered 4, to supply gas to installations of tlt.e
Departmf:)'nt of Defense and other agem~ies. of the United
S~ates located at or near Point Barrow, Alaska, the na,tive
VIllage of Barrow, and other communities and installations at or near Poi,nt Ba.rrow, Alaska. A13 amended Aug.
24, 1962, Pub. L. 87-599, ~ 1, 76 Stat. 401; Oct. 11, 1fl62,
Pub. L. 87-796, § 1(2), 76 Stat. 904.

THE BILL AS REPORTED

dent of February 27, 1923; Oil Shale Reserve N umbered 1, located in Colorado, established by Executive
erd0r ·of the President of December 6, 191:6, as
amended by Executive order of June 12, 1919; Oil
Shale Reserve Numbered 2, located in Utah, established by Executive order of the President of December 6, 1916; and Oil Shale Reserve N ulll:bered 3, located in Oolorado, established 'by Executive order of
the President of September 27, 1924;
"( 3) 'petroleu.1'1i' includes crude oil, associated gases,
natural.gasolilie, and other related hydrocarbons, oil
shale, a®d the products of any of such resources; and
''(4) 'Secretary' means the Secretary of the Navy.".
Section 7421 (a) is amended--'-. (A) by striking 'ont "f'Or naval purposes" ·and inserting in lieu thereof "for use of the Armed F.oTces";
and
(B) bv striking out "section 7438 hereof" a.nd inserting in lieu thereof "this chapter".

Section 7422 is amended by adding at the end
thereof the following new subsection:
"(d) (1) In order to place certain naval petroleum reserves in a proven state of readiness to produce p~et.Foleum,
the Secretary is authorized"(A) to explore, develop, operate, and produce petroleum, from Naval Petroleum Reserves Numbered 1,
2, and 3 at a mte consistent with sound oilfield engineering practices up to two hundred thousand barrels
per day for a period not to exceed three years commencing ninety days after enactment of this legislation; and
" (B) to construct or procure pipelines an.d associated facilities for transpm'ting oil, associated liquids,
and gases, from Naval Petroleum Reserves Numbered
l, 2,. and 3 t0 the points wl1ere such production will be
refined or shipped.
Such pipelines at Naval Petroleum Reserve Numbered 1
shall have a combined delivery capability of not less than
three hundred and fifty thousand barrels per day, llJld
shall be fully OJ?erable by three years after the date of
enactment o£ thiS subsection.
"(2) The production authorization set forth in paragrtJ.ph (1) (A) of this subsection is conditioned upon the
Secretary reaching an agreement with the private owner
to continue operation of Naval Petroleum Reserve Numbered 1 under a unitized pbm contract which adequately
protects the public interest.

THE BILL AS REPORTED

EXISTING LAW

§ 7423. Periodic re-examination of production requirements
The Secretary of the Navy shall from time to time reexamine the need for the production of petroleum or products from oil shale for national defense when that production is authorized under section 7422 of this title. If he
finds that the authorized quantity is no longer needed, he
shall reduee production to the amount currently needed
for national defense. As amended Oct. 11, 1962, Pub. L.
87-796, § 1(3), 76 Stat. 904.

"(3) The production of petroleum authorized under
this subsection is not subject to the provisions of subsection
(b) (2) of this section relating to Presidential approval or
congressional authorization.".
Section 7423 is amended by inserting " (a)" immediately
before "The Secretary"; and by adding at the end thereof
the following new subsection:
"(b) Durrng the three-year period of production authorized by subsection (d) of section 7422 (during which
three-year period the consultation requirements of section
7431(3) are waived), the Secretary shall submit annual
reports to the Armed Services Committees of the Senate
and the House of Representatives detailing"(!) the status of the exploration and development
program at each of the naval petroleum reserves;
"(2) the production which has been achieved at
each of the naval petroleum reserves pursuant to that
authorization, including the disposition of such production and the proceeds realized therefrom;
"(3) the status of the pipeline construction and
procurement authorized by such subsection (d);
" ( 4) any need for modification of the production
levels authorized by such subsection (d) '1. including
any recommendation for continuing production beyond the three-year period provided m such subsection; and
_
" ( 5) the plans for further exploration, develop·
ment and production !tt Naval :Petroleum Ee;:;erv()
Nwnb~re¢1.

§ 7430. Disposition of products
(a) The Secretary of the Navy in administering the
naval petroleum and oil shale reserves under this chapter
shall use, store, sell, or exchange for other petroleum or
refined products, the oil and gas products, including roy~
alty products, oil shale and products therefrom produced,
from lands in the naval petroleum and oil shale reserves,
including gas products from lands in the South Barrow
gas field of naval petroleum reserve numbered 4, and lands
outside petroleum reserve numbered 1 covered by joint,
unit, or other cooperative plans for the benefit of the
United States.
(b) Each sale of petroleum, gas, other hydrocarbons,
oil shale, or products therefrom, under this section shall be
made by the Secretary at public sale to the highest quali~ed bidder at such time, in such amounts, and after such
advertising¥ the Secretary considers. proper. As amm}ded
Aug. 24, 1962, Pub. L. 87-599, ~ 2, 76 Stat. 401; Oct. 11,
1962, Pub. L. 87-796, § 1(6), 76 Stat. 905.

1=.''

( 5) Section 7430 (b) is amended to read as follows:
"(b) Notwithstanding any other provision of law, each
sale of the United States share of petroleum, gas, other
hydrocarbons;, oil shale, or products therefrom, 'Shall be
made by the decretary at public sale to the highest qualified bidder at such time, in such amounts, and after such
advertisin~ as the Secretary considers proper and without regard to Federal, State, or local regulations controlling sales or allocation of petroleum products.".
( 6) Section 7430 is further amended by adding at
the end thereof the following new subsection:
" (c) Any disposition of the United States share of tlie
production autliorized by section 7422(d) shall be conducted in such a manner as to insure that an amount of
petroleum products equal in value to the crude oil and associated gases and liquids supplied from the naval petroleum reserves shall be made available exclusively to the
armed forces of the United States. Any disposition of
that production shall be so arranged as 'to give full and
equal opportunity for acquisition of the petroleum and associated products by all interested companies, including
major and independent oil refineries alike.".

EXISTING LAW

THE BILL .AS REPORTED

Section 7432 is amended to read as follows:

§ 7432. Expenditures: appropriations chargeable
(a) Expenses incurred by the Secreta~y of the Navy
with respect to the naval pe.tr~leum and ml ~hale reserves
shall be paid from appropriatiOns made available for the
purposes specified in this chapter.
(b) Expenditures necessary to carry out this chapter
shall be made under the direction of th~ President, who
shall submit estimates for these expenditures as prescribed
by law. As amended Oct. 11, 1962, Pub. L. 87-796, § 1 (8),
76 Stat. 905.

"§ 7432. Naval petroleum and oil shale reserves special fund
.
" (a) There is hereby est~blished on .the books ~f the
Treasury Department a special fund designated the naval
petroleum and oil shale reserves special fund'. There shall
be credited to such fund·
" ( 1) all proceeds realized under this chapter frwn
the disposition of the United States share of petroleum or refined products, oil and gas products, including royalty products; ·
" ( 2) the net proceeds, if any, realized from sales
or exchanges within the Department of Defense of refined petroleum products accruing to the benefits of
any component of that Department as the result of
any such sales or exchanges ; and
"(3) such additional sums as have been, or may be,
appropriated for the maintenance, operation, exploration, development, and production of the naval petroleum and oil shale reserves.
"(b) Funds available in the naval petroleum and oil
shale reserve special fund shall be available for expenditure in such sums as are specified in annual congressional
appropriations Act for the expenses of-

" ( 1) exploration, yrospccting, con~ervation, development, use, operatwn, and productiOn o! the nav~l
petroleum and oil shale reserves as authonzed by tlns
chapter;
" ( 2) production, including preparation for production as authorized by this Act, or as may hereafter be
authorized; and
.
. ..
"(3) the construction and operation of facihti~s
both within and outside the naval petroleum and ml
shale reserves incident to the production and the delivery of crude petroleum and derivatives, including
pipelines and shipping terminals.
" (c) The budo-et estimates for annual appropriations
from the naval p~troleum and oil shale reserve special fund
shall be prepared by the Office of Naval Petroleu~ and Qil
Shale Reserves and shall be presented by the President mdependently of the budget of the Department of the Navy
and the Department of Defense.
" (d) Contracts obligating only such funds as are appropriated and made available annually may be entered
into by the Secretary for periods of not more than five
years renewable for a like term.".

.......

00

§ 7433. Disposition of royalties
(a) Any oil gas, gasoline or other substance accruing
to the United States as royalty :from any lease under this
chapter shall be delivered to the United States, or shall be
paid :for in money, as the Secretary o:f the Navy elects.
(b) All money accruing to the United States :from lands
Section 74:33 (b) is amended by adding immediately
in the naval petroleum and oil shale reserves shall be before the period at the end thereof the :following : "and
covered into the Treasury. As amended Oct. 11, 1962, . credited to the naval petroleum and. oil reserve special
Pub. L. 87-796, § 1 ( 9), 76 Stat. 905.
special :fund".
(a) TheSecretary o:f the Navy shall establish a study
gro~p which sha~l investigate the :feasibili~Y. o:f creating a
natiOnal strategic petroleum reserve (military) (hereinafter in this section referred to as the "reserve"). Any
such reserve should include petroleum- stored at strategic
locations, or available for delivery to such locations, and
include facilities :for storage, transportation, or processing
thereof. In computing the amount o:f petroleum to be
stored in such reserve, the peacetime operating stocks and
prepositioned war reserve stocks o:f the Department of
Defense shall not be included. Such reserve should be in
addition to any national strategic petroleum reserve
(civilian) which may be otherwise provided :for.
(b) The investigation required under subsection (a)
shall include, but need not be limited to, determinations
with respect to the size, scope, objectives, and all cost
:factors associated with the establishment o:f the reserve.
In arriving at its findi~s and recommendatiol)-S; the study
group shall consult With, and seek, the posit.wn of the
.Toint Chiefs of Staff relative to the overall posture o:f the
reserve.
(c) Not later than one year after the date of the enactment o:f this Act, the Secretary o:f the Navy shall report to
the Congress the findings and recommendations of the
study group.
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94TH CoN~RESS} HOUSE OF REPRESENTATIVES {
~d

Session

REPORT

No. 94-942

DEVELOPMENT OF CERTAIN NATIONAL PETROLEUM
RESERVES

lllABoR 23, 1976.-0rdered to be printe' l

Mr. MELCHER, from the committee of conference,
·
submitted the following

CONFERENCE REPORT
[To accompany H.R. 49]
,.

The committee of. conference on the disagreeing votes of the two
Houses on the .amendment of the Senate to the bill (H.R. 49) to
authorize the Secretary of the Interior to est~;tblish on certain public
lands of the United States national :petroleum reserves the development of which needs to be regulated m a manner consistent with the
total energyneeds of the Nation, and for other purposes, having met,
after full and free conference, have agreed to recommend and do
recommend to their respective Houses as follows:
That the House recede from its disagreement to the amendment
of the Semite and agree to the same with an amendment as follows:
In lieu of the matter proposed to be inserted by the Senate amendment insert the following:
That this Act 11UJ,y be cited as the "NOIVal Petrolewm Rese'N)es
Production Act of 1976".
TITLE I-NATIONAL PETROLEUM RESERVE IN ALASKA
DfiJFINITION

Sec. 10L As wed in thM title, the term; "petrolewm" i!n.c7Judes ar"IUle
oil, gases (including natu'IVil gas), natural gUJJoli'M, and other related
hydrocarbons, oil shale, am.d the product& of any of BUCh resources.
DI/ISJGNA'I.'ION OF THFJ NATIONAL PFJTBOIIBUM IUliJFJBVFJ IN ALASKA

SEc. JOe. The Cl!f'ea known as Naval Petroleum Reserve'N'tiJITlbered 4,
Alaska, established by Ewecutive order of the President, dated February ~7, 19~3, ewcept for tract Numbered 1 as described in Public Land
Order ~344, dated April ~4, 1961, shall be transferred to and admin._.-~~
istered by the Secretary of the Interior in accordance with the pr -.fORb
sions of this Act. Effective on the date of transfer all land& · ·
<,.

"'
117-006 0

2

3

8UCh area shaU be redesignated a8 the "National Petrolewm Rese'l'Ve in
Ala8ka" (hereinafter in thi-8 title referred to a8 the "rese'l'Ve"). SUbject to valid emisting rights, all lands within the eGJterior boundaries
of such rese'l'Ve are hereby rese'l'Veti tJJnti withdrawn from all f01'm8 of
entry anti disposition under the public land laws, including the wining anti minerallea8ing laws, anti all other Acts; but the Se01'8tary is
fbUtluYrized to (1) make di8position8 of mineral materials 'l,?'Ursuam to
the Act of JUly 31,1947 (61 Stat. 681), a8 amuYruieti (30 U.S.C. 601),
for appropriate use by Ala8ka Natives,
make such dispositions of
mineral materials anti grant such right8-of-way, licenses, anti permits
a8 may be necessary to carry out his responsibilities under this Act,
anti (3) convey the surface of lands properly selected on or before
December 18, 1975, by Native village corporations pursuant to the
Ala8ka Native Olaims Settlement Act. All other provisions of law
heretofore enacted anti actions heretofore talcen re8erving such lands
aJ8 a Naval Petroleum Rese'l'Ve shall remain in full force anti effer:t to
the emtent not inconsistent with this Act.

(b) Any emploration within the Utukok River, the Teshekpuk
Lake areas, anti other areas designated by the Seoretary of the Interior
containing any l!igmflaant lfl.lhsistenee, reoreational, fhh anti wildlife,
or hi8toriaal or sr:enia valJue, shall be aontiucteti in a ma'TI!flm' which will
assure the maGJimum proter:tion of such surface values to the ·emtent
consistent with the requirements of thi8 Ar:t for the emploration of the
rese'l'Ve.
(c) The Seoretary of theNavy 8hall r:ontinue the ongoing petrolewm
eGJploration program within the reserve until the d<tte of the trawfer
of juri8diction specified in section 103(a). Prior to the date of such
transfer of jurisdiction the Seoretary of the Navy shall(1) cooperate fUlly with the Seoretary of the Interior providing
him access to such facilities anti 8UCh information as he may request to facilitate the transfer of juri8dwtion;
(~) provide to the Com;mittee~t on Interior anti In8Ular Affairs
of the Senate anti the House of Representatives copies of amy reports, plans, or contracts J)!3rtaining to the reserve that are required to be subwitted to the Com;mittees. on.Armed Se'l'Vices of
the Senate anti the House of RepresentativeB; anti
(3) cooperate anti consUlt with the Seoretary of the Interior
before ewecuting any new contract or amendment to any erni8tinq
contract pertaining to the reserve anti allow him a reasonable opportunity to comment on such r:ontract or amendment, as the case
may be.
(d) The Seoretary of the Interior shall commence further petroleum
ernploration of the rese'l'Ve as of the date of transfer of jurisdiction
specified in section 103 (a) . ,In corJJucting this emploration elfort, the
Seoretary of the InteriO'I'-(1) is fbUthorizeti to enter into contracts for the ernpl()'l'afion of.
the rese'l'Ve, ernoept that no such contract r.zay be entered into unt~l
at least thirty days after the Secretary of the Interior has provided the Attorney General with a copy of the proposed contract
anti such otherr information as~ be appropriate to determine
legal sufficiency anti possible violation8 Wiukr, or inc0'118isteneies
with, the antitrust laws. If, within such. thirty day period, the
Attorney General advises the Seoretary of the Interior that amy
· such contract would unduly restrict competition or be inconsistent
with the amti.t'f'Uitt laws, then the Secretary of the Interior may
not ernecute that contract;
(~) shall submit to the Committees on Interior anti In8Ular
Affairs of the Senate anti the House of RepresentaJ;ives any new
plaw or substantial amendments to ongoing plans for the emploration of the rese'l'Ve. All such plans or amendments submitted to
8UCh committees pursuant to .this section shall contain a report by
the Attorney General of the United States with respect to the
anticipated effects of such plans or amentimems on competition.
Such plan8 or amendments shall not be implemented w.ntil siaJty
days after they have been submitted to such committees; anti
(3) shall report (1JI'IJfiJU(J};y to the l!ommittees on Interior Cf:r1d
Insular Affairs of the Senate anti the House of Representatives
on the progress of, anti future plaw for, emploration of the
reserve.
(e) Until the rese'l'Ve i8 tra,nsferred to the juri8diation of the Secretary ofthe Interior, the Seoretary of theNavy is authorized to develop

Un

TRANSFER OF JURISDICTION

SEc. 103. (a) Juri8diction over the reserve shall be transferred by
the Secretary of the Navy to the Seoretary of the Interior on June 1,
1977.
(b) With respect to any aativities related to the protection of environmental, fhh anti wildlife, and historical or scenic values, the
Secretary of the Interior shall assume all responsibilities as of the
date of the .en(})(Jtment of this title. As soon as possible, but not later
than the effective date of transfer, the Secretary of the Interior may
promUlgate such rules anti regulations a8 he deems necessary anti appropriate for the protection of such values within the reserve.
(e) The Seoretary of the Imerior shall, upon the effer:tive date of
the tranJJfer of the rese'l'Ve, assume the responsibilities anti funation8 of
the Secretary of the Navy under any contracts which may be in effect
with respect to activities within the rese'l'Ve.
(d) On the date of transfer of juri8diation of the reserve, all equipment, facilities, {1lf1,(/, other property of the Department of the Navy
used in connection with the operation of the reserve, including all
records, maps, emhibits, anti other informational data held by the
Seoretary of the Navy in r:onneotion with the reserve, shall be trans- ··
ferred without reimhursemem from the Secretary of the Navy to the
Seoretary of the Interior who shall thereafter be authorized to use
them to carry out the provi8ions of thi8 title.
(e) On the date of transfer of juri8dwtion of the rese'l'Ve, the Seoretary of the Navy shall transfer to the 8eoretary of the Interior all
une:epentied funds previously appropriated for use in connection with
the reserve anti all ci'lJ'iUan personnel ceilings assigned by the Secretary
of the Navy to the ma:wgement anti operation of the rese'l'Ve as of
January 1,1976.
.t1DM1NI8TRA.TION OF THE RESERVE

SEc. 104. (a) E:ecept as provided in subsection (e) of this section,
production of petroleum from the reserve i8 prohibited anti no development leading to production of petroleum from the reserve shall be
undertaken until authori:!,ed by an Act of Congress.

5
arul contin'll£ operation of the SO'!dh Barrow gas field, or IJUCh other
fields as may be neoesaary, to supply gas at reascma:ble and eqwital>le
rates to the nai!ime village of Barrow, (1ffl(/, other ComtlTI/IJ/niti& and installatWn& at or near Poim;t Barrow, Alaska, (1ffl(/, to installations of the
Department of Defense (1ffl(/, other agencies of the United States
located at or near Poim;t Barrow, Alaska. After s'I.Wh transfer, the
Secret(N"]f of the Interior ahall take IJUCh actiffnJJ as may be necessary
to continue 8'1.Wh service to S'I.Wh village, CO'frtlfnunitiea, installations, (1ffl(/,
agencies at reasonal>le (1ffl(/, eqwital>le rates.

(3) TM Secretary of the Interior shall submit a report, togethe'l'
with the concurring or dissenting views, if any, of any non-Federal
representatives of the task force, of the results of_ B'I.Wh study to t'M
Committees on Interior and Insular Affairs of the Senate and the
House of Representatives within three years after the date of enactment of this title and shall include in such report. his rec~n
dations w~th respect to the vritue, best use, arul appropriate des~gnat~on
of the lands referred to in parag·raph (1).
ANTITRUST PBOVISIONS

BTUDY OF THE RESERVE

SEc. 105. (a) Section 164 of the Energy Policy arul Conse'1'1Jation
Act (89 Stat. 871, 889), is hereby a;m.e;n,ded by deleting in the firat
sentence "to the Congress" arul by werting zn lie'l!t thereof "to the
Committees on Interior and Insular Affairs of the Senate (1ffl(/, House
of Representativea".
(b) (1) TM President ahall direct such Eteecutive departments (lffl(/,/
or agencies as he may deem appropriate to conduct a study, in consultation with representatives of the State of Alaska, to deter"ffl;i;ne
the best overall procedures to be used in the develOpment, production,
transportati~ and distribution of petrolewm resources irn the reserve.
S'I.Wh study shall include, but sftall not be limited to, a consideration of( A) the alternative procedures for accomplishing the development, prod'I.Wti~ transportation, arul distribution of the petrolewm resources from the reserve, arul
(B) the economic arul environmental consequences of 8'1JCh.
alte1"ff..ative prooedwres.
.
(~) The President shall make aemianwual progress reports on the
implementation of this 8'1JlJsection to the Committees on Interior and
Insular Affairs of the SeMte arul the House of Representatives beginning not later than sire months after the date ol the enactment of this
Act and shall, not later than one year after the transfer of jurisdiction of the reserve, and annually thereafter, report any firulings or
conclusions developed as a result of B'I.Wh study together with appropriate supporting data arul B'I.Wh recommerulations as he deems desirable. The study shall be completed arul 8'1JlJmitted to B'I.Wh committees,
together with rectm1!1'Mnded procedures and any proppsed legislation
necessary to implement B'I.Wh procedures not later than January 1,
1980.
.(c) (1) The Secretary of the Interior shall establish a task force
to cowltuct a study to deter"ffl;ine the val'll£s of, and beat uses for, the
land& contained in the reserve, taking into consideration (A) the
natives who live or deperul upon such lands, (B) the scenic, histori·
cal, 1'ecreational, fish and tmldlife, and wilderness vritues, (C) min·
eral rotential, and (D) other val'll£s of 8uoh la;nds.
(~ S'I.Wh task force shall be composed of representatives from the
government of Alaska, the Arctic slope native community, and S'I.Wh
offices and bureaus of the Department of the Interior as the Secre·
tary of the Interior deems appropriate, including, but not limited to,
the Bureau of Larul Management, the United States Fish and Wildlife Service, the United States Geological Survey, arul the Bwreau
of Mines.

SEc. 106. Unless othe1'Wise provided by Act of Congress, whenever
development leading to J!l'f>duction. of petroleum is mu:t'lwriud, the provisWn& of 8'1JlJseetions (g), (h), and ( i) of section 71,.30 of title 10,
United States Code, shall be deemed applicable to the Secretary of t'M
Interior with respect to rules arul regUlatWn&, plans of develo~
and amendments thereto, and contracts arul operating agreements. All
plans and proposals submitted to the Congress wnder this title o'l'
pursuant to legislation au.thorizing developm..e;nt leading to P'!_O~uc
tion shall contain a report by the Attorney General of the Umted
States on the anticipated effects upon competition of such plans and
proposals.
.4.U'l'HOBIZ.4.'1'1QN FOB .4.PPRIOPIU.4.TIONS

SEc.107. (a) There are aut~ed to be appropriated totheDepatrtment of the Interior S'I.Wh swms as may be necessary to carry O'!d the
provisWn& of this title.
(b) If the Secretary of the Interior deter"ffl;ines that there is an Vm,..
mediate arul substOII'Itial increase in the need for muwi..cipalservices and
facilities in commJI.I!flities looated on or nea;r the reserve as a direct result
of the ewploration and study activities mu:tlwrized by this title (1ffl(/, that
an 'Uifl,fair arul ewcessive fonamoial burden wfll be incurred bJIBUCh comm'Uifl,ities as a result of the increased need for such ser"'J'UJes and facilities, then he is a:uthorized to assist trU£h cO'mllliJUIYii,ties irn meet;i;n,g the
costs oj pl'01Jid.irng inoreased municipal se1"1Jioes and facilities. TM
Secretary of the Interior shall carry out t'M pt'OVisions o~ this section
through ewzsting Federal prof/rams and he shall consult with the heads
of the departments 0: ag&YW'tes o[,tl}£ Federal: Gove~nt ~me~
1oith the type ofservzces (1ffl(/, faailztws for whwh financial as8Z8tanoe zs
being made availal>le. ·
TITLE II-NAVAL PETROLEUM RESERVES
SEc. ~01. Chapter 61,.1 of title 10, United States Oode, is amended as
follows:
(1) Immediately before section 7~1 insert the following new
section:
"§ 74ZO. Definitions
" (a) In this chapter-"(1) 'national defense' im..oludes the needs of, and the plom.tnitng
and preparedness to meet, essential defense, industridl, (1ffl(/, milit(N"]f emergency energy requirements relative to the national safe-:
ty, welfare, arul ec~y, partioularly resulting from foreign military or economic actions;
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"(~) 'naval petrolewm reBerves' meU~TUt the 'IUrmal petrolewm and
oil shale reserves estaJJlislu3d by th:is chapter, i-rwlAulinq Naval
Petrolewm Rese'I"Ve Numhered 1 (Elk HUla), located m Kern
County, California, estaJJlislu3d by Er»eoutitve order of tM President, dated September~, 191~,- Namal Petrolewm Rese'I"Ve N'Uil'll;bered ~ (Buena Vista), located in Kern Cmunty, California, established by Eweoutive order of the President, dated December 13,
191~: Naval Petrolewm Reserve Nwmbered 3 (Teapot DO'I'lb6),
located in Wyoming, establiltlu3d by Eweoutive order of tM President, dated April30, 1915,- Naval Petroleum Reserve Numl:Jered 4,
Alaska, established by Er»eoutive order of the President, dated
Februa:ry ~7, 19~3 (until redesignated as tlu3 National Petroleum
Rese'I"'Je in Alaska wnder the ju.riltdiction of the Secretary of tM
Interior as prO'IJided in the Naval Petroleum Rese'I"'Jes Production
Act of 1976) /Oil Shale Rese'I"'Je Nwmbered 1, located in Colorado,
establilthed by Eweouti'IJ'e order of tM President, dated December 6,
1916, as amended by Er»ecutive order dated June .J~t 1919,. Oil
Shale Reserve Numl:Jered ~,located in Utah, establisMa by Er»euutive order of the President, dated December 6, 1916,. and Oil Sluile
Res61"1Je NWm:hered3, located in Colorado, estaJJlilthed by EweC'Utwe
order of the P1WJ'iilent, dated September ~7, 19~4/
. " ( 3) 'petrolewm' i-rwludes criu:le oil, gases ( i-rwlAuling natwral
gas), natural gasoline, and otMr related hydroca:rbons, oil shale,
and the products of mn.y of such res0Uil'C6s;
"(4) 'Secretary' means tlu3 Secretary of tM N{(h)y
" (5) 'small refiner' means mn. ()'I.()'IUJr of a refinery or refineries
( i-rwlAulitng refineries not in operation) who qualifies as a small
business refoner wnder tlu3 rules and re(/llJa;tions of the Smrdl
Business Admi'fli8tration,' and
" ( 6) 'mawimtiJII11, efficient rate' meU~TUt tlu3 ~ 8'U8tainable
dai'ly oil or gas rate from a reservoir which will permit economic
development and depletion of that rese'I"Voir without detriment to
the ul#mate recO'IJery.".
(~)Section 7~1(a) is amended(A) by striking out "of the Navy";
(B) by striking out "and oil shale",·
(C) by st1'iking out "for naval pwrposes" and inserting in lieu
tlu3reof "for national defense purposes"; and
·
(D) by striking out "seetion 7438 hereof' and insert~'ng in Ueu
tlu3reof "this chapter".
(3) The tewt of section 7~~ ill umwnded to read as follows:
" (a) The Secretary, directly or by contract, lease, or otMrwise, shall
ewplore, prospect, conse'I'Ve, develop, use, and operate the naval petrolewm rese'I"'Jes in hi<J diltcretion, subject to the prO'IJisions of subsection
(c) and the other provisions of this chapter; ewcept tlut:t no petrolewm
leases shall be granted at Naval Petrolewm Rese'I'Ves Nwmbered 1 and 3.
"(b) Ewcept o,s otherwise prO'IJided in this chapter, particular'ly
subsection (c) of (hilt section, the naval petroleum rese'I'Ves shall be
used and operated fo'!'"(1) the protection, contJe'I"'Jation, maintenance, and testing of
those rese'I"'Jes; or
·
~' ( ~) the protl!uction of petroleum whenever and to the ewtent
that the Secretary, with the apprO'IJaZ of the President, finds that

lJUCh production is needed for national defense purposes and the
production is authorized by a joint resolution of Congress.
"(c) (1) In adtminilttering Naval Petrolewm Rese'I'Ves Numbered 1,
~,and 3, the Secretmry is authorized and directed-"(A) to further ewplore, develop, and operate such rese'I"'Jes;
"(B) commeneing within ninety days after the date of enactment of the Naval Petrolewm Reserves Production Act of 1976,
to produce such rese'I"'Jes at the ~ etftcient rate consistent
with sound engineerl!ng practices for a period not to eaJceed siw
years after tlu3 date of enactment of such Act," ( 0) during such production period or UJny ewtension thereof
to sell or otherwilte dispose of the United States sha:re of such
petroleum produced fr'om such rese'I'Ves as hereinafter prO'IJided,and
" (D) to construct, acquire, or contract for the use of storage
and shipping f.acilities on and off the rese'I"'Jes and pipelines and
associated famlities on and off tM rese'I"'Jes for transporting petroleum from such rese'I"'Jes to the points where tM production from
such rese'f"'Jes will be refined or shipped.
Any pipeline in the vicinity of a naval petrolewm rese'I"'Je not otherwilte operated as a corrtJJTWn carrier may be acquired by tlu3 Secretary
by condemnation, if necessary, if the owner tlu3reof refuses to aceept,
convey, and tramport without discrimination and at reasonable rates
any petrolewm produced at such reserve. With the aP'{»''''Jal of. the
Secretary, rights-of-way for new pipelines and associated famlities
may be acquired by the ewerci<Je of the right of errdnent domain in
the appropriate United States di<Jtrict court. Such rights-of-way may
be acquired in the manner set forth in tM Act of February~' 1931,
chapter 307 (46 Stat.1~1; 40 U.S.C. ~58(a)), and tlu3 prospective
holder of the right-of-way ill 'tlu3 authority empowered by law to
acquire the lands' within tlu3 meaning of that Act. Such new pipelines
shall accept, convey, and transport without diltcrimination and at reasonable rates any petrolewm produced at such rese'I"'Jes as a commwn
carrier. Pipelines and associated facilities contJtructed at or procured
for Naval Petroleum Rese'I"'Je Numbered 1 pursuant to this subsection
shall have adequate capacity to accommwdate not less than three hwndred fifty thoWJand barrels of oil per day and shall be fully operaJJle
as soon as possible, but not later than three years after tlu3 date of
enactment of tlu3 Naval Petrolewm Rese'I"'Jes Production Act o/1976.
"(~) At the conclusion of tM siw-year production period authorized by p(J!f'agraph (1) (B) of thi<J subsection tlu3 President may ewtend
tM penod of production in the case of any naval petroleum rese'I"'Je
for additional periods of not to ewceed three years eaclv" (A) after the President requires mn. investigation to be made,
in the case of each ewte-rution, to determine the necessity for eontinued production from such naval petroleum reserve,"(B) after the President submits to the Congress, at least one
hundred eighty days prior to the ewpiration of tlu3 current
production period prescribed by this section, or any ewtension
thereof, a copy of the report made to him on such investigation
together with a certification by him that continued production
from such naval petroleum rese'I"'Je ill in the national interest,- and
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"(0) if neither House of Congress within ninety days after
receipt of IJU()h report and certification adopts a resolution disapproving furtker production from IJU()h naval petroleum reserve.
"(3) Tlte production authorization set forth in paragraph (1) (B)
of this subsection, in the case of Naval Petrolewm Reserve Nwmbered
1, is conditioned upon the 'P'f"/!Vate 01JYJ'I.er of any lands or interests
therein .within such reserve agreeing with the Secretary to continue
operations of such reserve under a wnitieed plan contract which adequately protects the public interest; however, if such agreement is not
reached uJithin ninety days after the date of enactment of the Naval
Petroleum Reserves Prodtuctwn Act of 1976 the Secretary is authorized to ei»ercise the authority for cmulerwnation conferred by section
7425 of this clwpter.".
(4) The first sentence of section 71,23 is amended by deleting "of the
N av'!l." and; "or products".
(5) Section 71,24 is amended(A) by deleti11.f! "of the Navy" itn the tei»t of subsection (a)
preceding clause (1);
(B) by deleting "and oil shale" in subsection (a) (1) in the tei!Jt
·preceding subclaJUSe \A) ; and
(0) b'y deleting 'in the ground" in clause (1)(A) of subsection (a) .
(6) Section 71,25 is amended by deleting "of the. Navy".
(7) Section 71,26(a) is amended by striking out "the Secretary of
the Navy" and inserting in lieu thereof "Subject to the. provisions of
section 71,22 (c) , the Secretary".
(8) The first and second sentences of section 71,27 are amended by
striking out "of the Navy".
(9) Section 71,28 is amended by striking out "within the naval
petroleum and oil shale reserves shall contain a provision authorieing
the Secretary of theNavy" and inserting in lieu thereof "within Naval
Petroleum Reserve Numbered 2' and the oil shale reserves shall contain
a provision authorieing the Secretary".
(10) The first sentence of section 71,29 is amended by deleting "of
the Navy".
(11) The tei»t of section 7430 is amended to read as follows:
" (a) In administering the naval pe;trolewm reserves under this chapter, the Secretary shall use, store, or sell the petrolewm produced from
the naval petroleum reserves and lands covered by joint, wnit, or other
cooperative plans.
"(b) Notwithstanding any other povision of law, each sale of the
United States share of petroleum shall be made by the Secretary at
· public sale to the highest qualified bidder, for periods of not more than
one year, at such time, in such amounts, and after such advertising as
the Secretary considers proper and without regard to Federal, State,
or local regulations controlling sales or allocation of petrolewm
products.
"(c) In no event shall the Secretary permit the award of any contract which would result in any person obtaining control, directly or
indirectly, over more than 20 per centum of the estimated annual
United States share of petroleum produced from Naval Petroleum
Reserve Numbered 1.

"(d) Each proposal for sale under this title shall provide that the
terms of every sale of the United States share of petroleum from the
naval petroleum reserves shall .b~ .so structured as to give. full and
equal opportunity for the acquuntwn of petrole'1111'1!' by all ~nterested
persons including major and independent ml producers and
refiners 'alike. When th~ Secretary, in c~?tation wit~ the Secretary
of the Interior determtnes that the publ'tc mterests ~ll be served by
the sale of pet;oleum to small refiners not having their own adequate
sources of supply of petroleum, the Secretary is authorized and
directed to set aside a portion of the United States share of petroleum
produced for sale to such refiners under the provisions of this section
jor processing or use in such refineries, ewcept that·
"(1) none of the. productwn sold to s'l'f'I,(J)l refiners may be resold
in kind;
"(93) production mJUIJt be sold at a cost of not less than the pre·
vailing local market price of comparable petroleum;
"(3) the set-aside portion may not ei!Jceed 25 per centum of the
estimated annual United States share of the total production from
all 'f)r'()ducing 1UJ1Val petroleum reserves; and
.
''( 4) notw-Uhstanding the provi&ions of subsection (b) of thzs
sectwn, the Secretary may, at his discretion if he deems it to be
in the public interest, prorate such petroleum among such refineriJ
for sale, 'IJJ'jthout competition, at not less than the prevailing locol
market prwe of comparable petrolewm.
" (e) Any petroleum produceil from the naval petroleum resery~,
euept such petroleum which is either ewchanged in s~m£lar qua.nt~tie8
for convenience or increased effiaie'MY. of transporta~wn, 'IJY'ith perSO'f'-8
or the government of an adjacent for~gn state2or whwh ut temporaryly
ei»ported for convenience or increased ef!imency of transportatu:m
across pa1't8 of an adjacent foreign state and reenters the United States,
shall be subject to all of the limitations and licensing requ!remenfs. of
the Ei»port Administ'f'ation Act of 1969 (83 Stat. 841) and, tn addttwn,
before any petroleum subject to this section may be emported under
the limitations and licensing requirement and penalty OJnd enfora~
ment provisions of the Ewport Administrat~ Act of 1989, the Pre~J'!
dent must make and publish an erepress forultng that IJU()h ereports wtll
not diminish the total quality or iJ'Ull!lliity of petroleum available to the
United States and that such emports are in the national inte'f'est and
a'f'e in accord with the Emport Administration Act of 1969.
"(f)· During the period of production o/' any emtension the'f't!of
authomed by section 742ft (c) , the consultation aiul approval requ:trements of section 7431 (a) (3) are waived.
.
.
"(g) (1) Prio'f' to the promulgation of any rule~ and regu~tons,
plans of development and amendments the'f'eto, and tn the entenng and
making of cont:acts and operating agree"'!'nts 'f'elating to the development productzon, or sale of petrolewm ~n or frmn the reserves, the
Secr;tary shall consult with and give due consideration to the views
of the Attorney General of the United States with respect to matters
which may affect competition.
"(fa) No contract or operating agreement may be made, i&sued, or
ereecuted under this chapter until at least thirty days afte'f' the Sec-
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retary notifie!J the AttO'rl'tey Ge'IIR!I'oJ of the proposed contract or operating agreement. S'IUJh Mtification shoJl contain 8'/UJh information
as the Attorney Ge'Mral mayrequifre in order. to advise the Secretary
as to whether 8'/UJh contract or operating agreement mr.r,y create or
rnaintain a situation VneonBiatent with the antitroat latws. If, within
BUCk thirty day period, the Atto'I"My General advises the Secretary
that a contract or operating agreement may create or maintain a situation incomistent with the antitroat l(JIW8, then the Secretary may Mt
moJce isBW, or eroemde that contract or operating agreement.
"(h) Nothinv in this chapter shall be deemed to confer on any person i'f1'llfl'/fWI'Ity from civil or cri'!TIIinoJ liability, or to create defemes to
actiO'fUJ, 'IJIIUler the antitroat latws.
·
" (i) Aa med in this aection, the term 'antit'f"U8t latwB' meUJIUJ"(1) the Act entitled 'An Act to protect trade and co'Tfi/TMJ'ae
aga:tmt unlawfUl restrainta and monopolies', a'fJ'P'I'O'Ved July ~,
18!JO (15 U.S.0.1 et seq.), as amended;
"(B) the Act entitled 'An Act to 8Upplement emisting latws
aga:tmt unlatwf'lil restraints OHtd monopolws, and for other purposes', approved October 15, 1914 (15 U.S.O. 1~ et seq.), as
amended;
.
. "(8) the Federal Trade 00'1TI!mJi88ion Act (15 U.S.O. 41 et seg.),
as amended,·
.
"(4) sectiO'fUJ 7a and 74 of the Act entitled 'An Act to retf;uae
taaJatwn, to provide reve1'l!Ue for the Gov~nt and for other
purposes', approved Augmt S7, 1894 (15 U.S.O. 8 and 9), as
amended; or
"(5} sectiO'fUJ ~,a, and 4 of the Act of June 19, 1986, chapter
5~ ( 15 U .S.0.1aa, 1ab, and ~1 a).
"(j) Any pipeline which accepts, conveys, or transports any petroleum produced from NavoJ Petroleum Reserves Nvlrnhered 1 or Nwmbered a ahail accept, corweyJ and transport without discrimination and
at reasonable rates any BUCit petroleum as a common carrier insofar as
petroleum from BUCk reserves iB concerned. Every contract entered into
by the Secretary for the sale of any petroleum owned b'!/ the United
States which is 'f)1'Q(luaed from BUCk relJ6rves shoJl contain provisiO'TUJ
implementing t'M requirements of the preceding sentence if the contractor O'W'fUJ a controlling interest in any pipeline or amy company
operating any pipeline, or is the operator of atny pipeline, which carries
any petroleum produced from 8UCh naval petroleum reserves. The Secretary may pr01Wtflpate 'l'tlka and regulatiO'fUJ for the 'Pfiii'P08e of carrying out the provitrwn8 of this section and he, or the Secretary of the
Interior where the OJUthority eflJtends to him, may declare forfeit any
contract, operating agreement, right-of-way, permit, or easement held
by any person violating any BUCk rule or regUlation. This section shoJl
Mt apply to any natuioJ vas common CfJII"''ier pipeU'ne operated by any
peraon 8Ubject to refltl!atwn under the Natural Gas Act or any pvlJlic
utiUty 8'Ub1ect to refi'lilation by a State or municipal reg'lilatO'I"!J agency
having jurisdiction to regvl.ate the rates and charges for t'M aale of
natural flaB to consumers within the State or municipality.
"(k) The President mtJ,y, at his discretion, direct that all or any
part of the United States share of petrolewm produced from the naval
petroleum reserves be placed in strategic storage facilities as authorized

by sectwm 151 through 166 of the Energy Policy and OO'TUJervation
Act or that all or any p(Jfl't of tJUCh share be exchanged for petrolewm
of equal value for the purpose of placing such petroleum in such
strateqw storage facilities.". ·
(1~) Seetion 7431 is amended-(A) by imserting " (a) " immediately be fore "The 0 omm:ittees";
(B) by striking out "or oilshoJe" in clauses (1) and (~);
( 0) by striking out "and oilshoJe" in clauses (~) and (3);
(D) by striking out "oil and gas (other than royalty oil and
gas), oilshoJe, and products therefrom" in clause (3) and imerting in lieu thereof ''petroleum (other than royalty oil and gas)";
and
(E) by addAmg at the end thereof the following nerw subsectiO'fUJ:
" (b) (1) During the period of production authorised by section
7~~(c), the Secretary shoJl submit to the Oorn;m;ittees on Armed
Serrvices of the Senate and the H OWJe of Representatives any new plana
or substantial amendments to ongoing plana for the exploration, development, and production of the naval petrolewm reserves.
" (~) All plam or 8'Ub8tantial o:mendtiients 8'Ub1TIIitted to the 0 ongress
purlJ'Uant to this 8ection shoJl contain a report by the Attorney General
of the United States with respect to tlie antUJipated effects of such
plam or aTMndments on competitwn. Such plam or amendments shall
not .be implemented until siwty days after lJUch plans or (J'fi'Mndments
have been BUbmitted to such committees.
·· " (c) During the period of production autlu:YrWed by section 7~;e (c),
the Secretary shoJl BUbmit omnual reports as of the first day of t!W
fiscal year to the Committees on Armed ServiceB of the Senate and
the House of Representatives, and BUCk comtmittees shoJl caUBe BUCk
reports to be printed as a Semo:te or Home document, as appropriate.
The Secretary shoJl include in tJUCh reports, with respect to each naval
petroleum reserve., an explanation in detail of the following:
" ( 1) the status of the exploration, development, and production
programs,"(B) the production that has been achieved, including the disposition of tJUCh production and the proceeds realized therefrom;
" ( 3) the statm of pipeline cO'fUJtruction and procurement and
problems related to the availability of tramportation facilities;
" ( 4) a 8Wfllll1UJ,ry of future pluJns for exploration, development,
production, disposal, and tramportation of the production from
the naval petrolewm reserves; and
" (5) such other information regarding the reserve as the Secretary deems apprOJ?riate.".
(13) Section 71,1JB ut amended to read as follows:
"§ 7432. Naval petroleum reserves special account
"(a) There is hereby established on the books of the Treasury Department a special account deaignated as the 'naval petroleum reserves
special .account'. There shall be credited to 8UCh accO'Il!nt" (1) all proceeds realised under this chapter from the disposition of the United States share of petroleum;
"(~) the net proceeds, if any, realised from sale8 or exchanges
within the Department of Defense of refoned petroleum products
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accruing to the benefit of any compunent of that department as
the resUlt of any 8UCh sales or ewclu:cnges;
" {3) 8UCh additionals'l.llm8 as may be appropri<Ued for the maintenance, operatiun, ewploratiun, developnu3nt, and productiun of
the naval petrolewm reserves;
"(#) such royalties as may acC'rlte under the provisiuns of sec,
tion 71,.33; and
" ( 5) any other revenues relJ'IiltiJng from the operation of the
naval petroleum reserves.
" (b) Funds available in the naval petroleum reserve special accO'Unt
shall be availaJJle for ewpenditure in 8UCh ffiJJTlUJ as are specified itn
annual appropriations Acts for the ewpenses of"(1) ewploration, prospecting, conservation, development, use,
operatiun, and prodtuctiun of the naval petroleum reserves as autho'l'ized by this chapter;
" (~) production (including preparation for production) as OJUthorized by this chapter, or as may hereafter be autho'l'ized,·
" ( 3) the const'f'U(Jtion and operation of facilitiels both within and
out8ide the naval petroleum reserves ~ncident to the productiun
and the delivery; of petroleum, including pipelines and shipping
terminals;
" (4-) the procurement of petroleum for, and the const'f'U(Jtiun
and operatiun of facilities associated -wit'h, the Strategic Petroleum
Reserve authorized by sections 151 thrO'Ugh 166 of the Energy
Policy (}J'f't(] OonservatiunAct; and
"(5) the ewploration and study of the National Petroleum Reserve in Alaska as autho'l'ized in title I of the Naval Petroleum
Reserves Production Act of 1976.
" (c) The budget estimates for annual appropri,ations from the naval
petroleum reserves special account shall be prepared by the Secretary
and shall be presented to the Oungress bJJ the President independently
of the budget of the Department of the Navy and the Department
of DefetntJe.
"(d) Ountracts under this chapter providing for the obligatiun of
funds may bf!J entered into by the Secretary; for a period of five years,
renewable, at the option of the Secretary, for an additioiuil five-year
period; however, such contracts may obligate f'IJ/Tt.da onlp to the ewtent
that such funds are made available in o:nnual approp'I"Uttions.".
(14-) Section 71,.33(a) is ~nded by striking O'Ut "of the Navy".
(15) Sectiun 71,.33(b) is ~nded b1/.. atriking O'Ut "fmd oil shale".
( 16) Sectiun 71,.34- is amended by striking O'Ut "and oil shale".
(17) Section 71,.35 (b) is a;m.ended by striking O'Ut "of the Navy".(18) Section 71,.36(a) is amended by deletitng "of the Navy, subject
to approval of the President,".
(19) Sectiun 71,.38 is amended by striking O'Ut "Secretary; of the
Interwr" wherever it occurs and inserting therefor. "Adtmi'flistrator
of the Energy Research and Develop:ment Administratiun"; and by
striking out "of the Navy" wherever ~t occurs.
(eo) The table of sectiuns at the begintning of such chapter is
curnended-(A) by insertitng imtmediately before
"1-921. JuriBIUotion and control."

the following:

"1420. DeflnitWn.s."

(B) by striking out:
"1492. EiiJpertilitures; appropriations cha-rgeable."

and inserting in lieu thereo1the following :
"1492. Naval petroleum resf!roe special acc()U!n.t."

And the Senate agree to the same.
JOHN MELCHER,
HAROLD T. JOHNSON'
PHILLIP BURTON,
HAROLD RUNNELS,
GEORGE MILLER,
MELVIN PRicE,
CHARLES BENNET!',
JOE SKUBITZ,
SAM STEIGER,
WILLIAM L. DICKINSON,
F. EDWARD liEBERT,
JOHN F. SEIBERLING,
DoN YoUNG,

Managers un the Part of the Huuse.
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HOWARD
CANNON,
JoHN C. STENNis,
STUART SYMINGTON,
SAM NUNN,
GARY HART,
HENRY M. JACKSON,
LEE METCALF,
FwYD K.HASKELL,

STRoM T!roru.t:oND,
WILLIAM L. ScOTr,
ROBERT TAFT,
CLIFFORD P. HANSEN,
DEWEY F. BARTLETr,

Managers un the Part of the Senate.
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JOINT STATEMENT OF THE COMMITTEE
OF CONFERENCE
INTRODUCTION.

The Committee of Conference on.the bill (H.R. 49) which involves
the establishment of a National Petroleum Reserve in Alaska under
the jurisdiction of the Secretary of the Interior and the production of
petroleum from the naval petroleum reserves b:y the Secretary of
Navy, met seven times to resolve the differences between the House
bill and the Senate amendment. In addition, many hours of informal
negotiations were involved in reachin~ agreement on the text of the
legislation explained below. This revised text is in the form of a
complete substitute for the two different versions approved by the
House and Senate.
CoMPARISON oF MAJOR IssUES AND FINAL RECOMMENDATION

The differences between H.R. 49 as passed by the House and as
amended by the Senate are so great as to make a side-by-side comparison impractical. The two versions of the bill sought to achieve
somewhat different objectives through different agencies. However,
both billS 8ought to solve 81 long-existing issue of great national
importance, vis. how the petroleum resources owned by the United
States government in the public lands reserved for the four naval
petroleum reserves can best serve the public interest.
OBJECTIVE

The House version of H.R. 49 authorized the Secretary of the
Interior to establish a system of national petroleum reserves on the
reserved and unreserved public lands of the United States (with certain stated exemptions). Under the House bill, lands in the naval petroleum reserves could be included in this new system after consultation with the Secretary of Defense and thereby be excluded from the
naval petroleum reserVes. In the forty-eight oontiguous States development and production of petroleum in the new national petroleum
reserves was to be undertaken by the Secretary of the Interior either
directly or through competitive bidding procedures.
·
:The Seriate amendment, on the other. hand,. authorized pl'9duction.
f.rom these N~yal Petro}.eum Reserves 1, 2, and 3 under the jurisdic~ .
~ton ~f'the. Navy ~or. a, period of five years with th~ objectives of (1)
assu.rmg the- readmess of. the ·reserves to produce m. the future· and·
(2} . ~ing the proceeds from.the sale of the petroleum prodqced.to.
permit complete development of the reserves and to partially-o1fset
the·. costs associated with a strategic .enerf[Y reserve system designed
to store an immediately available quantity of petroleum for emergency use. During the period of production authorized in the Senate
(14)

bill, the House objective of increasing domestic petroleum production
would be realized.
In ~ac;hil}g .a compromise .the Committee of Conference agreed to
leave JUrJs(hctlon for Naval Petroleum Reserves 1, 2 and 3 with the
Secretary of Navy, and to require him to take steps to bring these
reserves mto immediate production. Under the compromise, petroleum
at the three reserves is to be produced at the maximum efficient rate
for a period of six years, with provisions for an indefinite number of
e~tens10ns for periods of three years each under specified
circumstances.
NAVAL PETROLEUM REf\IERVE NO. 4

The House version of H.R. 49 would have established a national
petroleum reserve encompassing Naval Petroleum Reserve No. 4;
thus abolishing it as a naval reserve. It also required the Secretary
of the Interior tQ continue exploration of the reserve ·and report
progress annually to Congress, but it required further Co~ressional
authorization before any development leading to production. could
be undertaken. In addition, a study was to be made by the Secretary
of the feasibility of developing delivery systems with respect to any
oil and gas which may be produced and a task force was to be established to review all of the resource values of the lands and report its
recommendations to the Congress.
The Senate amendment would have retained jurisdiction over this
area in .the Secretary of Navy. It contemplated the continuation of the
current exploration program by the Secretary of Navy and provided
that the Federal Energy Administration would conduct a 180-day
study regarding alternatives available for the exploration, development, and production of NPR #4. The study by the Administrator of
the Federal Energy Administration was later incorporated into the
Energy Policy and Conservation Act (Public Law 94-163).
The Committee of Conference agreed that all of the lands in
NPR #4 should be transferred to the Secretary of the Interior, except
for the surface of lands necessary for the Naval Arctic Research LabOratory near Point Barrow, Alaska. Unlike the immediate transfer implicit in the House version however, the Committee recommends that
the transfer take place on June 1, 1977, after the two affected agencies
have had a winter season to work together in the field to insure the
smooth transfer of jurisdiction and to minimize the lost time in the
ongoing exploration program. The Committee agreed to language to
establish a task force, under the direction of the Secretary of the Interior consisting of representatives of Alaska, the Alaska Natives, the
Bureau of Land Management, the U.S. Fish and Wildlife Service, the
U.S. Geological Survey, the Bureau of Mines, and such other agencies
as the Secretary may deem appropriate, to review the overall resource
values in the area. A second study provision agreed upon requires
considerati<?n in dept~ of_ al~rnatives for the d~velopment, production,
transportation and d1stribut1on of petroleum m the reserve under the
direction of the President, in consultation with the representatives of
the State of AlS:Ska: The 180-day FE~ study, authorized by P_ublic
Law 94-163, whtch IS now underway, IS to be completed and Will be
transmitted directly to the Committees on Interior and Insular Affairs
of the House and Senate.
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COMPETITIVE SALES AND SMALL REFINERS

In H.R. 49 as approved by the House, the Secretary of the Interior
was directed to use competitive bidding ;vrocedures in the sale of
any petroleum fro~ the reserves. In addition, he was to structure
such sales in a manner which would allow all companies-majors
and independents alike-to offer viable bids. Particularly, with respect
to petroleum produced at Elk Hills, the House version limited the
total amount which any person or company could directly or indirectly control to not more than 20 percent of the production from
that field in any one year.
The Senate amendment required the United States share of the
petroleum to be sold by the Secretary of Navy to the highest qualified bidder at such time and in such amounts as the Secretary of
Navy considered proper and it also required such sales to be structured so as to allow all interested companies to have a full and equal
opportunity to acquire the petroleum and required it to be offered
in blocks small enough to allow small refiners to bid on the oil tendered. It specifically provided that such sales might be made without regard to Federal, State or local regulations controlling sales or
allocatiOn of petroleum products.
The Committee of Conference recommends that all sales of petroleum by the Secretary of Navy be made at such time and in such
amounts as he deems proper to the highest qualified bidder for periods of not more than one year. It also requires that each sale be
structured to give full and equal opportunity to all companies. Furthermore, it prohibits the sale of more than 20 percent of the estimated Federal share of petroleum produced from Elk Hills to any
buyer in a single year. To promote competition and to assist small
refiners not having adequate sources of supply of petroleum, the Secretary is authorized to set· aside up to 25 percent of the estimated
Federal share of production from the reserves for sale to such refiners or, in his discretion, to prorate such petroleum to such refiners
for sale at not less than the prevailing local market price.
ANTITRUST PROVISIONS

With respect to provisions involving possible restraints on competition, the House-approved bill required the Secret~ry of the Inter!or
to consult with the Attorney General at each stage m the formulatiOn
of plans and rules or regulations, and at each stage in the entering
into of contracts or operating arrangements. In addition, all plans submitted to the Congress were to contain a report by the Attorney
General on the anticipated effects of these upon competition. Furthermore, the Secretary was to be prohibited from entering into any contract until the Attorney General was given an opportunity for review to determine if the contract would create or maintain a situation
inconsistent with the antitrust laws. If the Attorney General were to
find it inconsistent with the antitrust laws or incompatible with the
public interest, then the Secretary's recourse was to be through public
hearings and a separate finding.
While the Senate amendment contained no comparable provisions,
the Committee of Conference agreed that antitrust protectiOns would
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be desirable; consequently, the Committee has included antitrust provisions in both titles of the legislation. With respect to production
from Naval Petroleum Reserves 12 and 13, before the Secretary of the
Navy may promulgate any l'Jl,les and regulations, finalize any plans of
development, or execute any contracts for the development, I?roduction,
or sale of petroleum from the reserves, he must consult with the Attorney General and give due consideration to his advice on matters
which may affect competition. The Secretary is also prohibited from
making any contract until thirty days after he has notified the Attorney General of his intention. I:f the Attorney General advises that the
contract may create a situation inconsistent with the antitrust laws
then the Secretary is precluded from executing it. Furthermore, the
Secretary is reqmred to include in all plans submitted to the Congress, a report by the Attorney General with respect to the anticipated
effects of such plans on competition.
With respect to the National Petroleum Reserve in Alaska (formerly Naval Petroleum Reserve No. 4) the Secretary of Interior
is authorized to enter into contracts for the explortion of the reserve,
bqt at least thirty days before executing such contracts, he must submit them to the Attorney General for review to determine whether or
not they are consistent with the antitrust laws. If within thirty days
the Attorney General determines that they are not consistent, then the
Secretary is precluded from proceeding to finalize the contract. I:f
development leading to production is authorized at the reserve, then,
unless Co~ress provides otherwise, the antitrust policies applicable
to production of the naval petroleum reserves are to be applied to
production from the National Petroleum Reserve in Alaska.
COMMON CARRIER PROVISIONS

Both the House bill and Senate amendment contained provisions
dealing with the operation of pipelines from the naval petroleum
reserves. As enacted by the House, any pipeline carrying petroleum
from the national petroleum reserves was to be operated and maintained as a common carrier and the Secretary of the Interior was to
have the authority to make necessary rules and regulations to earr,y
out this provision. Any violation of such rules and re~lations could
result in the Secretary voiding any contract, operatmg agreement,
right-of-way, permit or easement granted by him. In addition, the
Secretary was authorized to acquire or construct pipelines in the
vicinity of any national petroleum reserve in order to assure the transportation of petroleum from such reserves to refinery points or to
points connecting with common carrier pipelines.
The Senate amendment was comparable, except that it dealt only
with the naval petroleum reserves in California and, in line with its
approach to the bill, instead of placing the authority in the Secretary
of the Interior, it placed the responsibility with the Secretary of the
Navy. To assure the transportation of the petroleum produced from
Naval Petroleum Reserves 1,. 2 and 3, it authorized the Secretary to
construct or procure pipelines and associated facilities, and such facili.,.
ties at Elk Hills were to be capable of transporting not less than
350,000 barrels of oil per day within three years after the enactment of
the legislation.
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In reconciling these differences, the Committee of Conference took
note of the fact that some, and perhaps most, of the present pipelines
which would be involved under this legislation are already common
carriers under the terms of the Mineral Leasing Act of 1920. But the
recommended language attempts to deal with all of the foreseeable
possibilities:
·
First, any pipeline which accepts or transports any petroleum
from Naval Petroleum Reserves 1 or 3 must accept and transport
petroleum .from these reserves as a common carrier;
Second, any purchaser of petroleum from such reserves must
agree, by contract, to transport any petroleum from these reserves
as a common carrier if he owns a controlling interest in a pipeline,
or if he owns a controlling interest in a company which operates
a pipeline, or if he is the operator of any pipeline carrying petroleum produced from these reserves;
Third, if adequate transportation facilities are not otherwise
available, the Secretary of Navy may construct or acquire them or
contract for the use of them ;
Fourth, if a pipeline in the vicinity refuses to transport petroleum from these reserves as a common carrier, then the Secretary may acquire such pipeline (by condemnation, if necessary) ;
and
Fifth, if new pipelines are constructed on rights-of-way
acquired by the government, then these pipelines are to be common carrier pipelines.
The Committee of Conference accepted the Senate approach with
respect to pipeline facilities for production from Elk Hills which requires the Secretary to have available adequate capacity to accommodate not less than 350,000 barrels per day within three years after
the date of enactment of this legislation. In addition the recommended
language authorizes the Secretary to promulgate such rules and regulations as may be necessary to carry out the provisions of section 7430,
title 10 United States Code, and to take appropriate action in the
event of violation thereof.

The Senate amendment also contained the complete authority estab1ishing a strategic reserve system. ~ince approval of .H.R. 49, by the
~ouse and Sen.a~, the Energy PolleY, and ConservatiOn Act, providmg for the establishment of. a strategic reserve, has been enacted into
law. In recognition of this fact, the Committee of Conference approved
a modified approach which authorizes the President to place all or any
part of the petroleum produced from the naval petroleum reserves in
the authorized strategic storage facilities or exchange it for petroleum
of equal value to be so stored.
It was agreed that there should be established a special account in
the Treasury consisting of revenues derived from the disposition of
petroleum from the naval petroleum reserves, the proceeds from inte~nal sales of petroleum within the Department of Defense, appropriatiOns made _by Congress for such reEerves and any royalties or other
revenu,es derived from the operation of such reserves. This special account Is not to be the exclusive source of funds for the conduct of activities authorized by this Act, but monies credited to it are to be
available as offsetting receipts to reduce outlay requirements for (1)
the Secretary of the Navy in connection with expenses incident to the
opera.tion. of the na_val p~troleum re~rves, (2) the Secretary of the
I~tenor m c;onnectlon with exploratiOn and study costs associated
~Ith the National Petroleum Reserve in Alaska, and (3) the AdminIstrator of the Federal Energy Administration in connection with
the procurement of petroleum for, and construction and operation of
facilities associated with, the Strategic Petroleum Reserve. The confere~s were aware that anticipated receipts would not offset the outlay
reqmrements of all three of the agencies eligible to utilize the :funds
and the President, in all likelihood, will find it necessary to apportio~
the available monies between the three agencies. The ,conferees ex1?-ect the Budget Committees to consider all of these :funds under the
'Natural reEources, environment, and energy :functional" category.

STRATEGIC STORAGE AND NAVAL PETROLEUM RESERVES SPECIAL ACCOUNT

The Senate amendment provided that the President could direct
that all or part of the Federal share of petroleum produced from
the naval petroleum reserves could be placed in a strategic storage
facility. In addition, it authorized the establishment of a special account in the Treasury to which all revenues from the sale of petroleum
and proceeds from other activities associated with the naval petroleum
reserves were to be credited. From this account, funds were to be appropriated for activities at the reserves, construction of necessary
pipelines or other facilities, and procurement of petroleum for the
national strategic energy reserve system.
In comparison the House language established a special :fund in the
Treasury to receive the proceeds realized under the legislation from
the sale of oil and gas from the national petroleum reserves. Monies in
the fund were to be appropriated for the purchase of petroleum for
storage in the national strategic petroleum reserve, when authorized by
law, and for the development and production of Naval Petroleum Reserves 1, 2, and 3.

CONGRESSIONAL OVERSIGHT

Both versi?ns of H.R. 49J provided for oversight responsibilities
to be vested either in the Interior and Insular Affairs Committees ( under the House language) or in the Armed Services Committees ( under ~he Senate language). Th~ Committee of Conference agreed that
contmued Congressional oversight over all aspects of the implementation of this legislation would be important. Since Naval Petroleum
Reserve No. 4 in Alaska is to be transferred to the Interior Department, the Committee is recommending that all contracts, plans, reports,
etc. involving this area be referred directly to the Committees on Interior and Insular Affairs. Similarly, since the other reserves are to
remain under the administrative jurisdiction of the Secretary of the
Navy, all such contracts, plans, reports, etc. dealing with them will be
directed to the Committees on Armed Services.
SEOTioN BY SEarroN ANALYSIS

TITLE I-NATIONAL PETROLEUM RESERVE IN ALASKA

SEc. 101 defines the term "petroleum" to include crude oil, gases of
all kinds (natural gas, hydrogen, carbon dioxide, helium and any
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others), natural gasolinet and related hydrocarbons (tar sands, asphalt,
propane, butane, etc.), 01l shale and the products of such. resources.
SEc. 102 provides that, except for surface of the l~ds m Tract 1 as
described in Public Land Order 2344 which are bemg used for the
Naval Arctic Research Laboratory, all of the public lands whether previously reserved or unreserved within the exterior boundaries of Naval
Petroleum Reserve No.4 as established by Executive Order 3797A of
February 27, 1923, will be transferred to the administrative jurisdiction of the Secretary of the ~nterior fr<?m the ~~x:etary o.f the ~avy,
but Federal agencies cond~ctmg auth?nzed actlvit~e~ ~ot mcons1stent
with the Act may be penmtted to contmue such actiVIties to the extent
they do not interfere with the administration of the land by the Secr~
tary. All lands within this new "National Petroleum Reserv:e m
Alaska" are statutorily withdrawn from all forins of entry and disposition under the public land laws and mining and mineral leasing ~a.ws.
It is the~specific intent of this provision that all lands be explicitly
excluded from the provisions of the Mineral Leasing Act of 1920.
The intent of this section is to insure that all of the lands within
the exterior boundaries of the reserve remain withdrawn from all uses
inconsistent with the purposes of this legislation. The statutory wi~h
drawal includes all lands within the boundaries of the 1923 Executive
Order in order to override the unexpected inter;J?retati?n o.f ~hat order
by the United States Court of Appeals for the Nmth Circmt m A1"YWld
v. Morton. Express recognition is given to certain existing uses, e.g.,
the continued operation of the South Barrow gas field. Inasmuch as
the Alaska Native Claims Settlement Act authorized native village
corporations to select certain Federally owned land in Alaska, including the right to apply for surface rights within the Naval Petroleum
Reserve until December 18, 1975, this legislation authorizes the Secretary to convey such surface interests if the selections were made
on or before that date, but in no event does the legislation authorize
the disposition of the subsurface mineral estate within the national
petroleum reserve to any person or group, except for mineral materials (e.g., sand, gravel, and crushed stone, which for the purp?se of
this legislation are considered to be a part of the subsurface mmeral
estate) which the Secretary may permit to be used for maintenance or
development of local services by native communities or for use in connection with activities associated with administration of the reserve
under this Act.
SEc. 113 provides that jurisdiction over Naval Petroleum Reserve
No.4 shall be transferred to the Secretary of the Interior on June 1,
197'7, at which time it shall be redesignated as the National Petroleum
Reserve in Alaska. Responsibility for the protection of the. natural,
fish and wildlife, scenic and his~orical. values of the area IS veste.d
in the Secretary of the Interior Immediately upon enactment of this
Act so that any activities which are or might be det~i~en~al. to such
values will be carefully controlled. When complete JUrisdiCtion o!er
the reserve is transferred on June 1, 1977, the Secretary of the Interior
will assume all rights and obligations incurred under contracts executed by the Secretary of the Navy with respect t() activities in the
reserve.
.
To make this transfer.o.f jurisdiction orderly, th~ legisla~ion reqmres
that all equipment, facthtles, and property associated with explora-

tion of the reserve be transferred by the Secretary of the Na.vy, without reimbursement, to the Secretary of the Interior and provides that
any unexpended funds previously appropriated for use in ~nnection
with the reserve be transferred to the Secretacy of the Intenor for use
in connection with the reserve as intended by the Congress when such
appropriations were made. In this connf!Ction the legislation also transfers the civilian personnel ceilings .assigned to the m~nagement and
opera.tion of the reserve to the Intenor Department. It IS not expected
that non-civilian Navy personnel will transfer to the pepartment of
the Interior, but it is mtended ~hat the number of :e_<!SitlO~S allocated
to the management and operatiOn of the reserve Will contmue at approximately the same level after the transfer takes :place so that activities at the reserve will continue a.t least at the~r c~rrent l~vel.
SEc. 104 makes it absolutely clear that only exploration IS a.ut~onzed
at the National Petroleum Reserve in Alaska. A:f!er the studies. are
completed and transmitted to the Congress, as required by the legislation then the Congress will detennine how future development and
production will ta~e place. Until authorized. by the Congress, there
Will be no production of petroleum from this reserv~, ex.cept for_ a
limited quantit:y: from the South Barrow gas field which IS essential
to the Native village of Barrow and other communities and installa.tions nea.r Point Barrow.
.
The legislation makes it clear that the Secretary may designate
certain areas-including specifically the Utuk?k Rtver area and the
Teshekpnk Lake area-where special precautiOns may be n~ry
to control activities which would disrupt the surface values or ~Isturb
the associated fish and wildlife habitat values and related subsistence
requirements of the Alaska Natives.
It is the intention of this provision. to i~~~iatel:y a~thorize the
Secretary to require that t~e exploratiOn a~tiVItles w~t~m. these designated areas be conducted. m a manner deSign~ to mii?-Im~e ~verse
impacts on the values which thes~ areas cont~IJ?-·. While maxm:mm
protection of such surface values" IS not a prohibition of exploratiOnrelated activities within such areas., it is intended ~hat st;tch e~~lo~
tion operations will be conducted m a manner which will nnmmize
.
the adverse impact on the environment.
To this end the Secretary is expected to take into consideratiOn
the needs of ~sident and migratory wildlife and to schedule ~xplora
tion activities in a manner which, and at such seasons as, will cause
the least adverse influence on fish and wildlife. In scheduling expl<!rl!-tion activities in such an area the Secretary should take steps to minimize any adverse effects on native subsistence requirements and
associated fish and wildlife values. Specifically, he should conduct
exploration a.ctivities in these areas dt;tring times of. the year when the
caribou calving season and the nestmg and moltmg seasons of the
.
birds can be avoided.
While this provision suggests that certain a:r;eas should rece1ve
special consideration, the Members of the Comm~ttee of Confe:.;ence
do not mean to i.mply that the ~ecreta~y. s~ou~d Ignore the environmental ramifications of exploratiOn achv1tle~ m other areas. On ~he
contrary, it is expected that the Secretary Will.t~ke. every p~cautl?n
to avoid unnecessary surface damage and to mmimtze ecolog~cal disturbances throughout the reserve.

Until the actual transfer of the reserve to the Department of the
Interior, the legislation reguires the Secretary of the Navy to continue the ongoing exploration program within the reserve. In other
words, the Members of the Committee of Conference agreed that since
the Secretary of the Navy is to continue administration of this reserve
until June 1, 1917, he should move forward on the exeloration program which for fiscal year 1977 envisions the dnlling of five
exploratory wells and the completion of approximately 3,000 miles of
seismic surveys.
There is every reason to believe that he will be able to cooperate with
the Secretary of the Interior in carrying forward the exploration program and the Members of the Committee of Conference expect them to
work together for the full season prior to the transfer so that a con.
tinuity of operations without lost time will be assured.
Since the Secretary of the Interior is required to assume responsibility for the conduct of operations under contracts negotiated by the
Secl'etary of the Navy, af,ter June 1, 1977, it is expected that all new
contracts or amendments to existing contracts after enactment of this
legislation will be closely coordinated between the two Secretaries.
The Committee of Conference did not give the Secretary of the. I~
terior a veto power over such contracts or changes, because It 1s
·generally understood that no new contracts are anticipated in the
foreseeable future and because it is recognized that in the interests of
good management, the Secretaries would establish a responsible and
reasonable working relationship which will protect the public interest
in the activities within the reserve.
Once the transfer is effected, the legislation authorizes the Secretary of the Interior to enter into contracts which he deems necessary
to carry out the exploration activities contemplated. Such contracts
are to be reviewed by the Attorney General for their legal sufficiency and consistency with the antitrust laws. The Secretary
is precluded from entering any contract which the Attorney
General determines would unduly restrict competition or be inco~ist
ent with the antitrust laws. For the purp.oses of adequate over~ught
over such proposed actions th,e Secretary is required to transmit all
plans, or substantial amendments to plans, to the Committees on Interior and Insular Affairs of the House of Representatives and Senate
and to report annually to such Committees on the progress of, a:nd
future :plans for, exploration of the reserve.
Public Law 93-153, which modernized the law relating to rights-ofway over Federal lands and authorized the Trans-Alaska oil pipelines, included a specific requirement (section 403) that the Secretary
of the Interior take affirmative action to assure that no person would,
on the grounds of race creed, color, national origin, or aex be excluded
from activities carri;d out under authority of Title H of that Act.
The Committee of Conference expects both the Secretary of the Interior and the Secretary of Navy to follow the principles set out in
section 403 of P.L. 93-153 in implementing H.R. 49.
The legislation SJ?ecifically authorizes the Secretary of the Navy
to develop and contmue the operation of the South Barrow gas field
in order to supply gas at reasonable and equitable rates to the nearby
villages and facilities near PQint Barrow. Once the transfer of there~
serv~ is effected, the Secretary of the ltiterior is authorized to take all

necessary actions to continue such service, including the development of additional fields, if necessary. The Secretary is not expected to amortize the investment in this field, on the contrary he is
expected to set the rates for this service at a level which is reasonable
from the point of view of the Federal Government and equitable from
the point of view of the users.
The ~uitable rate should take into consideration the special conditions which exist in this area. The Committee recognizes that this is
an isolated area in an Arctic environment where the source and supply
of energy is critically important. Certainly, the village of Barrow
should never be charged a rate exceeding the rate char~ other users.
On the oontrary, the Secretary should take into consideration the average disposable income of the residents of the village and other factors in determining what the "equitable rate" might be and could, in
fact, determine that a rate lower than the rate for other users should
be charged on the basis of equity.
SEC. 105 deals with the study of the reserve. First, it provides that
the study authorized by the Energy Policy and Conservation Act. of
December 22, 1915, will be completed and transmitted to the Committees on Interior and Insular Affairs. This study should be useful in
identifying promising alternatives for more detailed consideration in
the study called for by section 105(b). In addition, the President
th.rough appropriate executive departments or agencies and in consultation with the State of Alaska shall make a detailed study of the petroleum resources in the reserve to determine the best procedures for
the development, production, transportation and distribution of such
petroleum resources. In developing this study the President is to consider alternative procedures for the development and production of the
reserve and the economic and environmental consequences of each.
Periodic reports on the implementation of this study provision and
annual re~rts of his findings and conclusions will be transmitted to
the Committees on Interior and Insular Affairs of the House of Representatives and the Senate. The study is to be completed no later than
January 1,1980.
In addition the legislation :provides for the creation of a task force
to conduct a study to determme the values of, and best uses for, the
lands within the reserve. This study differs from the President's study
discussed above in that it is a comprehensive review of all resource
value~!! other than petroleum, which the lands within the reserve contain. ln addition to considering the imporbance of this area to the
natives who de~d upon this area for subsistence, this task force is
directed to conmder the natura~, scenic, wildlife, and wilderness values
which it contains as well as the potential for minerals, other than petroleum, and other values. The task force is to include representation
of various interested Federal agencies, a representative of the State
of Alaska and a representative of the Arctic Native Slope Community,
the latter to be selected jointly by the affected native corporation,
borough and villages. It will be the responsibility of the Secretary to
prepare and ~ubmit the report. of the task f?rce, together with· his
recommendatl'Ons, to the Committees on Interior and Insular A1faiJS
within three :vears after enactment. of H.R. 49 but it shall conUia
the concur~ or di~nting views qf any non-Federal representati'r6
~ho su~ts. his vieWs in writing to the Sec:ret.ry within 30 days aft6t
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the Secretary announces his intention to forward the report as required by the legislation. It is not inten~ed tha~ either study auth?rized by this Act should preclude any actiOn by etther Secretary which
this legislation otherwise authorizes.
SEc. 106 provides that if the Congress enacts legislation authorizing
development leading to prod~ction, then. the Secre~ry shall con~ult
with the Attorney General m formulatmg regulatiOns, developmg
plans, and on all contracts or operating agreements relating to development, production or sale of petroleum from the reserve to be
sure that they are consistent with the antitrust laws. While this
provision would become applicable if the Congress authorizes production at the reserve, this section is not intended to delay or interfe.re
in any way with the exploration program or to preclude any geologic,
geophysical, seismic or other activity necessary to carry out the
purposes of this Act.
SEc. 107 authorizes the appropriation of such sums as may be
necessary to carry out the provisions of this title and provides that,
under certain circumstances, the Secretary may aid affected . c?mmunities experiencing substantially increased needs for mummpal
services and facilities as the direct result of the exploration and study
activities authorized by the legislation. Before implementing this
provision, the Secretary is required to consult with the other Federal
departments or agencies to determine what financial aid is otherwise
available.
TITLE II-PRODUCTION OF NAVAL PETROLEUM RESERVES

SEc. 201 is a series of amendments to chapter 641 of title 10 of
the United States Code-i.e. the chapter dealing with the naval
petroleum reserves.
Amendment 1 adds a new section to the chapter defining the following terms:
.
..
.
"National defense" mcludes not only mihtary emergenCies, but also
economic emerg-enciPs such as the one which occurred during the
Arab embargo of 1973•.
"Naval Petroleum Reserves" are defined to include the four existing petroleum reserves and the three oil shale reserves, but Naval
Petroleum Reserve No.4 in Alaska is included in this definition only
until it is transferred to the Secretary of the Interior on June 1, 197J,
when it is to be redesi~ated as the National Petroleum Reserve m
Alaska in accordance with the provisions of title I of the Act.
The term "petroleum" is defined exactly the same way as hi title I.
"Maximum efficient rate" implies that production shall be conducted in -a manner which will assure the most efficient development
to maxhnize ultimate recovery of petroleum from the reservoir. The
Members of the Committee of Conference recognize that the Secretary of Navy retains, under the unit plan contract at NPR #1, the
full and absolute power to determine the rate of development, as
well as the volume and rate of production consistent with the objectives of this Act and do not .intend to alter or limit this power by the
use of the term "economic development" in this definition.
To eliminate any possible confusion over the term "small re.finer",
the legislation incorporates, by reference, the standards apphed by

the Small Business Administration m qualifying a refinery as a
small !business refiner.
Amendment 2 makes some technical changes in the chapter and
provides that the navaJ petroleum reserves are to be used for defense
purposes, except as otherwise provided by the terms of this legislation.
Amendment 3 completely revises section 7422 and requires t'he
Secretary to produce the ~troleum in Naval Petroleum Reserves 1, 2
and 3. He is authorized either to produce such petroleum or to have
it produced under a contractual arrangement. Petroleum leases are
a permissible arrangement only at Naval Petroleum Reserve No. 2
(Buena Vista), where such leases presently exist.
Generally, in the past the naval petroleum reserves have been used
and operated only to the extent that such production was found
necessary by the Secretary, with the approval of the President, and
then only when .authorized by a joint resolution of the Congress. But
the change incorporated in this amendment directs the Secretary to
promptly commence the production of petroleum from these reserves
at the maxhnum efficient rate and to continue such production for a
period of six years. During this period, the Secretary is to sell or
otherwise dispose of the United States share of production.
The•Secretary is authorized and directed to construct, acquire or
contract for the use of storage or shipping facilities. The Secretary
is expected to exhaust every possibility of utilizing private facilities
or of encouraging private enterprise to construct facilities before he
undertakes construction or condemn-ation of any facilities outside the
reserves. If necessary, the Secretary· may condemn any pipeline not
operated as a common carrier if the owner refuses to carry, without
discrimination and at a reasonable rate, any petroleum produced at
such reserve. In addition, if new pipelines are necessary, rights-ofway may be acguired by the use of condemnation under Federal
statutory authonty, but such pipelines must be operated as common
carriers. At Naval Petroleum Reserve No. 1 (Elk Hills) pipelines
and associated facilities capable of carrying 350,000 barrels of oil
per day are required to be available not later than three years after
the date of enactment of this legislation. This provision was included
in the Act in order to assure the availabilit~ of adequate facilities to
promptly transport petroleum from Elk Hills and maintain production at the maximum efficient rate of production for the field.
As already noted, production of petroleum at the naval petroleum
reserves is to commence 90 days after the enactment of this legislation. After six years of production, the reserves will again be shut-in
unless the President takes steps to extend the operations. To accomplish this, he must first assess the current and prospective need for
petroleum and determine the necessity for continued production, then
he must submit to the Congress the report of this assessment together
with a certification that he has determined that continued production
is in the national interest. Following receipt of the report, unless
either the Senate or House of Representatives expressly disapproves
further production, it will be extended for three years. Additional
extensions of three years each can be accomplished by following the
same procedures.
There is no intention to negate the provisions of th~ existing unit
plan contract at Elk Hills and the language specifically provides for
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the continuation of operations under that contract if the owner of the
private interest agrees. It is intended that there will be a formalized
agr.eem~nt to t.his effect within 90 days after t.he enactment of the
legis~a.ti.on. Fatlure to r~h su~h an agreement could result in the
acqmsiti?n of the outs~andmg private holdings if the Secretary deems
such actiOn necessary m order to protect the public interest.
Amendment 4 merely makes some technical changes to make section
7423 conform to changes being made in Chapter 641.
~endm~nt 5 al~o .f!!akes some tec?nical.c~anges in the Chapter,
but It contams one sigmficant substantive revision. Under existing law
t~e Secretary of theNavy is required to consolidate and protect Fooerai
OI~ l~nds by. contracting with private owners and lessees of lands
withm or adJacent to naval petroleum reserves to conserve oil and gas
"in the ground." As recommended by the Committee of Conference the
S~cretary may ~ontinue to contract with such private parties fo; the
wisest ~onservat10~ and develo{>~ent of the petroleum in the reserves,
but he IS not reqmred to keep It m the ground. In fact the intention
of the proyisions of the legislation is to assure the d~ve.lopment of
pet~oleum m the ~eserves at ~he maximum efficient rate for the six-year
penod of productiOn authorized or any extension.
Amendm~~t 6 make~ a te~hnical c~ang:e in section 7425 to conform
to the defimtions contamed m the legislation.
Amend~e;nt 7 ~akes it clea~ that the Secretary may make contracts for_Jomt, umt or cooperative plans for exploration, prospecting,
conservatiOn,, develo.Pment, use or operati?n within the Elk Hills
r~erv~, but I~ ma~mg .such ?>ntracts he Is required to pursue the
o?Jectrye of t~Is legislatioJ?-, V'le. to d~velop Elk Hills so that product~on will achieve the maximum efficient rate at the earliest possible
time.
Amendment 8 conforms existing law to the changes made in the
definitions section of this legislation.
Amendment 9 makes it clear that in the future petroleum leasing
procedures shall be appropriate only within Naval Petroleum Reserve
No.2 (Buena Vista).
,
Amendment 10 makes a technical change to conform to the definitions section of this legislation. '
Amend!fien~ 11 deals .with so~e of the most critical issues of the proposed leg~slatwn. Specifically It deals with the following matters related to the production of petroleum from the naval petroleum
reserves:
1. Storage of Petroleum
The Secretary is directed to "use, store, or sell" the petroleum
produ~d at the reserves. In agreeing to this provision, the conferees
recogm.zed ~hat some ~se o~ some of the products of the reserves might
be reqmred m connectiOn with operation and production activities. For
example, gas produced from the reserves could be used for power generation. or reinjection, but this authority does not extend beyond the
authority to use these products in connection with activities directly
relat_ed to production of the naval petroleum reserves. Except as authorized for strategic storage in subsection (k) it is intended that the
storage authorized is limited to storage incide~t to the sale of petroleum and should not exceed more than is necessary to handle normal
fluctuations in marketing volumes. Under subsection (k), the Presi-

dent may arrange, either directly or through exchange, to store all or
' any part of the petroleum produced at the reserves in the strategic
storage facilities authorized by Public Law 94-163.
?J. Sale of Petroleum
All sales of petroleum by th;e Secretary are to be made at public
sale to the highest qualified bidder after appropriate public notice.
Such sales contracts shall be for periods of one year or less and are
required to be structured in such a manner as to give all companiesmajors and independents alike-a "full and equal opportunity for the
acquisition of petroleum" from the reserves. In no event, mav more
than 20 percent of the Federal share of production of petroleum from
Elj.\: Hills be acquired by a single purchaser (i.e. any person as defined
in Title I of the United States Code). By providing that sales mav be
made by the. Secretary "without regard to Federal, State or iocal
regulations controlling sales or allocation of petroleum products", it
is intended that the sales of petroleum from the reserves will continue
to be at the highest bid prrce regardless of the current or previous
distinction between "old" and "new" oil and would not be subject to
Federal laws establishing ceiling or composite prices for first sales of
domestic crude oil.
·
. ~he .Committee recognized that in effecting sales to ensure the
l~Illlt_!:ttions of no ~ore than ~0 percent to one person and in cons~denng a S!fi1lJl busmess set !~.:"Ide the Secretary will have to estimate
h1s productiOn for the followmg yettr and packftge his contracts accordingly. The Secretary is not e.xpected or required to ·terminate contta.cts If he finds that actual production varies substantially from his
estimates, but he will have to account for such variation in his reports
to Congress and adjust appropriately for future sales.
3. Small Refineries
As mentioned above, the Secretarv is required to structure bids in '
such amounts as to allow all potenti:al 9.ualified purchasers to bid on
the Federal petroleum to be sold. In addition the Secretary after con~ulting with the; Secretary of the Interior, may find it in'the public
I~terest to set aside up to 25 per cent of the estimated Federal production from the. reserves for small refiners not having an adequate source
o_,f supply of petrole~ of their own. In making such a se.t-aside, the
Secretary may prorate such petroleum among small refiners, without
c01;npetitive bids, but such petroleum must then be sold at the prevaih;ng local market price for comparable petroleum. The legislation
speci_!i~.s that the Se~retary, in making any sales under the set-aside
proVIsiOn, ml!st reqmre the pro~~nu or use of the petroleum in such
small refineries and must prohibit the small refiners from re-selling
the petroleum prior to processing it.
4. Antitrust Provisions
Before finalizing any rules and regulations, plans of developm~mt,
contract;s or operating ~reements relating to the development
p~oduction, or. sale of p~troleum, the Secretary is required to consult
WI~h, an~ ·~nsider the vu:;ws of, the Attorney General. In agreeing to
this P!OVISI.on, the Co.f!!mittee <;>f Conference recognized that such consult!l-tion will be effective only If the Secretary, in good faith, seeks the
adVIce and counsel of.the Attorney General when he is in the early
stages of such proceedmgs so that he may have the benefit of his views
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on matters which might affect competition before finalizing the
policies and provisions of such regulations or contradts. In any event,
the legislation requires all contracts and operating agreements to be
forwarded at least thirty days before their execution, together with
such additional information as he may require, to the Attorney
General. If, within the thirty days period, the Attorney General advises the Secretary that such contract or agreement may create or
maintain a situatiOn inconsistent with the antitrust laws, then the
Secretary is precluded from executing the contract or operating agreement. In the absence of such an adverse finding by the Attorney
General within thirty days, the Secretary may proceed to finalize the
agreements.
5. 0 ommon 0 a1"l'ier Provision
In order to assure the transportation of the petroleum produced
from Naval Petroleum Reserves Numbered 1 and 3 (i.e. Elk Hills and
Teapot Dome), the Committee of Conference agreed to a revised common carrier provision which provides:
(1) that if pipelines are used to carry any petroleum from these
:reserves, they must accept such petroleum produced from them
without discrimination and at reasonable rates;
(2) that every contract for the sale. of anv Federal petroleum
must require the purchaser, if he is the owner of a controlling interest in any pit;>eline, the owner of a controlling interest in any
company operatmg a pjpeline, or the operator of a pipeline which
carnes petroleum from such reserves, to transport petroleum
from such reserves without discrimination and at reasonable
rates as a common carrier.
These provisions are not intended to make such pipelines "traditional" common carriers as provided under other laws nor should they
be construed to require the transportation of any :petroleum regardless
of the source. Instead, the intent of the provision IS to require only the
transportation of petroleum from the. specified reserves whenever the
pipelme involved is not otherwise operated as a common c,arrier, and
then only when the pipeline carries some production from the reserves
or is controlled by some person (person, associatio,n, corporation, joint
venture, or other business organization) who has contracted with
the Secretary of Navy for the purchase of petroleum produced from
such reserves.
.
To aid in the enforcement of this provision, the Secretary of the
Navy is authorized to make rules and regulations to carry out the
provisions of the section. Whenever any person violate.s any such rule or
regulation, the Secretary may take appropriate action to cancel any
contract, operating agr-eement, right-of-way, etc. which he may have
issued. Furthermore, he may request that the Secretary of the Interior, acting on behalf of the United States, to void any contract,
right-of-way, permit, or easement which he may have issued to such
person in accordance with authority granted to him insofar as it ai?plies to these reserves. The purpose of this enforcement procedure IS
to assure compliance with the rules and regulations which the Secretary of the Navy is expected to issue.

is temporarily exported for convenience or increased transportation
efficiency across international boundaries, petroleum from the naval
petroleum reserves may be exported from the United States only in
compliance with the Export Administration Act of 1969 and then
only if the President makes and publishes an express finding that
such exports will not adversely affect the supply of :petroleum for the
United States, that such exports are in the national mterest, and they
are in compliance with the Export Administration Act of 1969.

6. EflJpO'rtation of Petroleum

Except for petroleum which may be exchanged in similar quantities
with persons or the government of an adjacent foreign state or which

7. OO'I'IHIJ.l.tation Require'l'JWnta
For the dl!r:ation of the prod~ction period-:-i.e. the initial 6 years

and any additional3 year extensiOns--the reqmrement that the President must approve and the Committees on Armed Services must be
consulted on contracts for the sale of products is waived.
Amendment 12 involves the consultation requirements mentioned
immediately above. As long as production continues at any or all of
the reserves under section 7422(c) of title 10 o.f the Umted States
Code, the legislation provides for special reporting procedures for
new plans or substantial amendments to existing plans relating to
exploration, development, production, disposal and transportation. If,
on th~ other h~nd, It is deter:mined, either ~y the President or by CongressiOnal actwn, that contmued productiOn of these reserves is not
necessary, then after the fields have been shut in, production and sale
of petroleum may be reinstated only after compliance with the approval and consultation requirements of section 7422. The other transactions specified would be subject to these same requirements after
production is once. discontinued.
While production is underway, the Committees on Armed Services
of the House and Senate will maintain careful scrutiny over plans for
the expl?ration, deve~opment and production program. These plans
are. r~qmred to contam a report. ~y the Attorney General as to their
anticipated effects upon competitiOn and are not to be implemented
unti~ 60 days a.fter being subm~tted to the Committees. The provision
reqmres the same of "substantial amendments" which are left to the
discretion of the s~cretary to determine; however, as a guideline any
plan that is am.ended to .change the execution time by a year or ~ore
?r any .plan whiCh experiences a 2~ perce!lt or more change in funding
IS considered, by the conferees, as mvolvmg a substantial amennment.
In addition while the reserves are being :produced annual reports
are to be submitted to the Committees detailmg the status of the program, the production level and its disposition, and future plans for
the reserves.
Amendment 13 establishes a special account in the Treasury into
which all proceeds from the disposition of petroleum from the naval
petroleum reserves will be deposited. From this "naval petroleum
reserves special account" funds will be appropriated, as needed, by
the Congress for continued activities at the naval petroleum reserves,
for construction and operation of facilities incident to production and
the delivery of such petroleum to shipping terminals, for the procurement of petroleum and facilities needed for the National Strategic
Petroleum Reserve, and for the exploration and study of the National
Petrol~um ~eserve. in Alaska authorized by. this Act .. Budget estimates mvolvmg this account are to be submitted as an independent
entry m the President's Budget.
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.Amendments 14, 15, 16, 17, 18 and 20 mak0 technical changes in the
chapter to .conform. with ·other provisions in this legislation.
.Amendment 19 updates section 7438 by substituting the Administrator of the Energy Research and Development Administration for the
· Secretary of the Interior as the chief administrator of the Rifle,
Colorado,· oil shale research facility-an administrative change that
has already taken place.
.
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AT THE SECOND SESSION

Begun and held at the City of Washinf!1on on Monday, the nineteenth day of January,
one thousand nine hundred and seventy-six

9n 9ct
To authorize the Secretary of the Interior to establish on certain public lands
of the United States national petroleum reserves the development of which
needs to be regulated in a manner consis,tent with the total energy needs of
the Nation, and for other purposes.

Be it enacted by the Senate (J;nd House of Repre8entative8 of the
United State8 of Arn.e1•iea in OongreBB aBsembled, That this Act may
be cited as the "Naval Petroleum Reserves Production Act of 1976".

TITLE I-NATIONAL PETROLEUM RESERVE IN ALASKA
DEFINITION

SEc. 101. As used in this title, the term "petroleum" includes crude
oil, gases (including natural gas), natural gasoline, and other related
hydrocarbons, oil shale, and the products of any of such resources.
DESIGNATION

0]'

THE NATIONAL PETROLEUM RESERVE IN ALASKA

SEc. 102. The area known as Naval Petroleum Reserve Numbered 4,
Alaska, established by Executive order of the President, dated February 27, 1923, except for tract Numbered 1 as described in Public Land
Order 2344, dated April 24, 1961, shall be transferred to and administered by the Secretary of the Interior in aceordance with the provisions of this Act. Effective on the date of transfer all lands within
such area shall be redesignated as the "National Petroleum Reserve in
Alaska" (hereinafter in this title referred to as the "reserve"). Subject to valid existing rights, all lands within the exterior boundaries
of such reserve are hereby reserved and withdrawn from all forms of
entry and disposition under the public land laws, including the mining and mineral leasing laws, and all other Acts; but the Secretary is
authorized to ( 1) make dispositions of mineral materials pursuant to
the Act of July 31, 1947 (61 Stat. 681), as amended (30 U.S.C. 601),
for appropriate use by Alaska Natives, (2) make such dispositions of
mineral materials and grant such rights-of-way, licenses, and permits
as may be necessary to carry out h1s responsibilities under this Act,
and (3) convey the surface of lands properly selected on or before
December 18, 1975, by Native village corporation<> pursuant to the
Alaska Native Claims Settlement Act. All other provisions of law
heretofore enacted and actions heretofore taken reserving such lands
as a Naval Petroleum Reserve shall remain in full force and effect to
the extent not inconsistent with this Act.
TRANSFER OF JURISDICTION

SEc. 103. (a) Jurisdiction ·over the reserve shall be transferred by
the Secretary of the Navy to the Secretary of the Interior on June 1,
1977.

(b) With respect to any activities related to the protection of
environmental, fish and wildlife, and historical or scenic values, the
Secretary of the Interior shall assume all responsibilities as of the date

H.R.49-2
of the enactment of this title. As soon as possible, but not later than
the effective date of transfer, the Secretary of the Interior may promulgate such rules and regulations as he deems necessary and appropriate for the protection of such values within the reserve.
(c) The Secretary of the Interior shall, upon the effective date of
the transfer of the reserve, assume the responsibilities and functions of
the Secretary of the Navy under any contracts which may be in effect
with respect to activities within the reserve.
(d) On the date of transfer of jurisdiction of the reserve, all equipment, facilities, and other property of the Department of the Navy
used in connection with the operation of the reserve, including all
records, maps, exhibits, and other informational data held by the
Secretary of the Navy in connection with the reserve, shall be transferred without reimbursement from the Secretary of the Navy to the
Secretary of the Interior who shall thereafter be authorized to use
them to carry out the provisions of this title.
(e) On the date of transfer of jurisdiction of the reserve, the Secretary of the Navy shall transfer to the Secretary of the Interior all
unexpended funds previously appropriated for use in connection with
the reserve and all civilian personnel ceilings assigned by the Secretary
of the Navy to the management and operation of the reserve as of
January 1, 1976.
ADMINISTRATION OF THE RESERVE

SEc. 104. (a) Except as provided in subsection (e) of this section,
production of petroleum from the reserve is prohibited and no development leading to production of petroleum from the reserve shall be
undertaken until authorized by an Act of Congress.
(b) Any exploration within the Utukok River, the Teshekpnk
I~ake areas, and other areas designated by the Secretary of the Interior
containing any significant subsistence, recreational, fish and wildlife,
or historical or scenic value, shall be conducted in a manner which will
assure the maximum protection of such surface values to the extent
consistent with the requirements of this Act for the exploration of the
reserve.
(c) The Secretary of theNavy shall continue the ongoing petroleum
exploration program within the reserve until the date of the transfer
of jurisdiction specified in section 103 (a). Prior to the date of such
transfer of jurisdiction the Secretary of the Navy shall( 1) cooperate fully with the Secretary of the Interior providing
him access to such facilities and such information as he may
req,uest to facilitate the transfer of jurisdiction;
(2) provide to the Committees on Interior and Insular Affairs
of the Senate and the House of Representatives copies of any
reports, plans, or contracts pertaining to the reserve that are
required to be submitted to the Committees on Armed Services of
the Senate and the House of Representatives; and
(3) cooperate and consult with the Secretary of the Interior
before executing any new contract or amendment to any existing
contract pertaining to ~he reserve and allow him a reasonable
opportunity to comment on such contract or amendment, as the
case may be.
(d) The Secretary of the Interior shall commence further petroleum
exploration of the reserve as of the date of transfer of jurisdiction
specified in section 103 (a). In conducting this exploration effort, the
Secretary of the Interior( 1) is authorized to enter into contracts for the exploration of
the reserve, except that no such contract may be entered into until
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at least thirty days after the Secretary of the Interior has provided the Attorney General with a copy of the proposed contract
and such other information as may be appropriate to determine
legal sufficiency and possible violations under, or inconsistencies
with, the antitrust laws. If, within such thirty day period, the
Attorney General advises the Secretary of the Interior that any
such contract would unduly restrict competition or be inconsistent
with the antitrust laws, then the Secretary of the Interior may
not execute that contract;
(2) shall submit to the Committees on Interior and Insular
Affairs of the Senate and the House of ltepresentatives any new
plans or substantial amendments to ongoing plans for the exploration of the reserve. All such plans or amendments submitted to
such committees pursuant to this section shall contain a report by
the Attorney General of the United States with respect to the
anticipated effects of such plans or amendments on competition.
Such plans or amendments shall not be implemented until sixty
days after they have been submitted to such committees; and
(3) shall report annually to the Committees on Interior and
Insular Affairs of the Senate and the House of Representatives on
the progress of, and future plans for. exploration of the reserve.
(e) Untn the reserve is transferred to the jurisdiction of the Secretary of the Interior, the Secretary of the Navy iR authorized to develop
and continue operation of the South Barrow gas field, or such other
fields as may be necessary, to supply gas at reasonable and equitable
rates to the native village of Barrow, and other communities and
installations at or near Point Barrow, Alaska, and to installations of
the Department of Defense and other agencies of the United States
located at or near Point Barrow, Alaska. After such transfer, the Secretary of the Interior shall take such actions as may be necessary to
continue such service to such village, communities, Installations, and
agencies at reasonable and equitable rates.
STUDY OF THE RESERVE

SEc. 105. (a) Section 164 o:f the Energy Policy and Conservation
Act (89 Stat. 871, 889), is hereby amended by deleting in the first
sentence "to the Congress" and by inserting in lieu thereof "to the
Committees on Interior and Insular Affairs of the Senate and House
of Representatives".
('b) (1) The President shall direct such Executive departments and/
or agencies as he may deem appropriate to conduct a study, in consultation with representatives of the State of Alaska, to determine
the best overall procedures to be used in the development, production,
transportation, and distribution of petroleum resources in the reserve.
Such study shall include, but shall not be limited to, a consideration of(A) the alternative procedures for accomplishing the development, production, transportation, and distribution of the petroleum resources from the reserve, and
(B) the economic and environmental consequences of such
alternative procedures.
(2) The President shall make semiannual progress reports on the
implementation of this subsection to the Committees on Interior and
Insular Affairs of the Senate and the House of Representatives beginning not later than six months after the date of the enactment of this
Act and shall, not later than one year after the transfer of jurisdiction of the reserve, and annually thereafter, report any findings or
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conclusions developed as a result of such study together with appropriate supporting data and such recommendations as he deems desirable. The study shall be completed and submitted to such committees,
together with recommended procedures and any proposed legislation
necessary to implement such procedures not later than January 1,
1980.
(c) ( 1) The Secretary of the Interior shall establish a task force
to conduct a study to determine the values of, and best uses for, the
lands contained in the reserve, taking into consideration (A) the
natives who live or depend upon such lands, (B) the scenic, historical, recreational, fish and wildlife, and wilderness values, (C) mineral potential, and (D) other values of such lands.
(2) Such task force shall be composed of representatives from the
government of Alaska, the Arctic slope native comrynmity, and such
offices and bureaus of the Department of the Inter10r as the Secretary of the Interior deems appropriate, including, but not limited to,
the Bureau of Land Management, the United States Fish and Wildlife Service, the United States Geological Survey, and the Bureau
of Mines.
(3) The Secretary of the Interior shall submit a report, together
with the concurring or dissenting views, if any, of any non-Federal
representatives of the task force, of the results of such study to the
Committees on Interior and Insular Affairs of the Senate and the
House of Representatives ·within three years after the date of enactment of this title and shall include in such report his recommendations with respect to the value, best use, and appropriate designation
of the lands referred to in paragraph (1).
ANTITRUST PROVISIONS

SEc. 106. Unless otherwise provided by Act of Congress, whenever
development leading to production of petroleum is authorized, the
provisions of subsections (g), (h), and (i) of section 7430 of title 10,
United States Code, shall be deemed applicable to the Secretary of the
Interior with respect to rules and regulations, plans of development
and amendments thereto, and contracts and operating agreements. All
plans and proposals submitted to the Congress under this title or
pursuant to legislation authorizing development leading to production shall contain a report by the Attorney General of the United
States on the anticipated effects upon competition of such plans and
proposals.
AUTHORIZATION FOR APPROPRIATIONS

SEc. 107. (a) There are authorized to be appropriated to the Department. <-!f the Interior such sums as may be necessary to carry out the
proviSions of this title.
(b) If the Seeretary of the Interior determines that there is an
immediate and substantial increase in the need for municipal services
and facilities in communities located on or near the reserve as a direct
result of the exploration and study activities authorized by this title
and that an unfair and excessive financial burden will be incurred by
such communities as a result of the increased need for such services and
facilities, then he is authorized to assist such communities in meeting
the costs of providing increased municipal services and facilities. The
Secretary of the Interior shall carry out the provisions of this section
throngh existing Federal programs and he shall consult with the heads
of the departments or agencies of the Federal Government concerned
with the type of services and facilities for which financial assistance is
being made available.
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TITLE II-NAVAL PETROLEUM RESERVES
SEc. 201. Chapter 641 of title 10, United States Code, is amended as
follows:
(1) Immediately before section 7421 insert the following new
section:
"§ 7420. Definitions
" (a) In this chapter" ( 1) 'national defense' includes the needs of, and the planning
and preparedness to meet, essential defense, industrial, and military emergency energy requirements relative to the national
safety, welfare, and economy, particularly resulting from foreign
military or economic actions;
"(2) 'naval petroleum reserves' means the naval petroleum and
oil shale reserves established by this chapter, includin~ Naval
Petroleum Reserve Numbered 1 (Elk Hills), located m Kern
County, California, established by Executive order of the President, dated September 2, 1912; Naval Petroleum Reserve Numbered 2 (Buena Vista), located in Kern County, California,
established by Executive order of the President, dated December 13, 1912; Naval Petroleum Reserve Numbered 3 (Teapot
Dome), located in vVyoming, established by Executive order of the
President, dated April30, 1915; Naval Petroleum Reserve Numbered 4, Alaska, established by Executive order of the President,
dated February 27, 1923 (until redesignated as theN ational Petroleum Reserve in Alaska under the jurisdiction of the Secretary of
the Interior as provided in the Naval Petroleum Reserves Production Act of 1976); Oil Shale Resene Numbered 1, located in
Colorado, established by Executive order of the President, dated
December 6, 1916, as amended by Executive order dated June 12,
1919; Oil Shale Reserve Numbered 2, located in Utah, established
by Executive order of the President, dated December 6, 1916; and
Oil Shale Reserve Numbered 3, located in Colorado, established by
Executive order of the President, dated September 27, 1924;
"(3) 'petroleum' includes crude oil, gases (including natural
gas), natural gasoline, and other related hydrocarbons, oil shale,
and the products of any of such resources;
" ( 4) 'Secretary' means the Secretary of theN avy;
" ( 5) 'small refiner' means an owner of a refinery or refineries
(including refineries not in operation) who qualifies as a small
business refiner under the rules and regulations of the Small
Business Administration; and
" ( 6) 'maximum efficient rate' means the maximum sustainable
daily oil or gas rate from a reservoir which will permit economic
development and depletion of that reservoir without detriment to
the ultimate recovery.".
(2) Section 7421(a) is amended( A) by striking out "of the Navy" ;
(B) by striking out "and oil shale";
(C) by striking out "for naval purposes" and inserting in lieu
thereof "for national defense purposes"; and
(D) by striking out "section 7438 hereof" and inserting in lieu
thereof "this chapter".
(3) The text of section 7422 is amended to read as follows:
" (a) The Secretary, directly or by contract, lease, or otherwise, shall
explore, prospect, conserve, develop, use, and operate the naval petroleum reserves in his discretion, subject to the provisions of subsection
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(c) and the other provisions of this chapter; except that no petroleum
leases shall be granted at Naval Petroleum Reserves Numbered 1 and 3.
"(b) Except as otherwise provided in this chapter, particularly
subsection (c) of this section, the naval petroleum reserves shall be
used and operated for" ( 1) the protection, conservation, maintenance, and testing of
those reserves; or
"(2) the production of petroleum whenever and to the extent
that the Secretary, with the approval of the President, finds that
such production is needed for national defense purposes and the
· production is authorized by a joint resolution of Congress.
"(c) (1) In administering- Naval Petroleum Reserves Numbered 1,
2, and 3, the Secretary is authorized and directed" (A) to further explore, develop, and operate such reserves;
"(B) commencing within ninety days after the date of enactment of the Naval Petroleum Reserves Production Act of 1976,
to produce such reserves at the maximum efficient rate consistent
with sound enginee:r:ing practices for a period not to exceed six
years after the date of enactment of such Act;
"(C) during such production period or any extension thereof
to sell or otherwise dispose of the United States share of such
petroleum produced from such reserves as hereinafter provided;
and
"(D) to construct, acquire, or contract for the use of storage
and shipping facilities on and off the reserves and pipelines and
associated facilities on and off the reserves for transporting petroleum from such reserves to the points where the production from
such reserves will be refined or shipped.
Any pipeline in the vicinity of a naval petroleum reserve not otherwise operated as a common carrier may be acquired by the Secretary
by condemnation, if necessary, if the owner thereof refuses to accept,
convey, and transport without diserimiation and at reasonable rates
any petroleum produced at such reserve. With the approval of the
Secretary, rights-of-way for new pipelines and associated facilities
may be acquired by the exercise of the right of eminent domain in
the appropriate United States district court. Such rights-of-way may
be acquired in the manner set forth in the Act of February 26, 1931,
chapter 307 (46 Stat. 1421; 40 U.S.C. 258 (a)), and the prospective
holder of the ri,ght-of-way is 'the authority empowered by la:w to
acquire the lands' within the meaning of that Act. Such new pipelines
shaH accept, convey, and transport without discrimination and at reasonable rates any petroleum produ<',ed at such reserves as a common
carrier. Pipelines and associated facilities constructed at or procured
for Naval Petroleum Reserve Numbered 1 pursuant to this subsection
shall have adequate capacity to accommodate not less than three hundred fifty thousand barrels of oil per day and shall be fully operable as soon as possible, but not later than three years after the date of
enactment of the Naval Petroleum Reserves Production Act of 1976.
"(2) At the conclusion of the six-year production period authorized
by paragraph (1) (B) of this subsection the President may extend the
period of production in the case of any naval petroleum reserve for
additional periods of not to exlC'eed three years each" (A) after the President requires an investigation to be made,
in the case of each extension, to determine the necessity for continued production from such naval petroleum reserve;
"(B) after the President submits to the Congress, at least one
hundred ei~hty days prior to the expiration of the current production period prescribed by this section, or any extension thereof,
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a copy of the report made to him on such investigation together
witli a certification by him that continued production from such
naval petroleum reserve is in the national interest; and
"(C) if neither House of Congress within ninety days after
receipt of such report and certification adopts a resolution disapproving further production from such naval petroleum reserve.
"(3) The production authorization set forth in paragraph (1) (B)
of this subsection, in the case of Naval Petroleum Reserve Numbered
1, is conditioned upon the private owner of any lands or interests
therein within such reserve agreeing with the Secretary to continue
operations of such reserve under a unitized plan contract which adequately protects the public interest; however, if such agreement is not
reached within ninety days after the date of enactment of the Naval
Petroleum Reserves Production Act of 1976 the Secretary is authorized to exercise the authority for condemnation conferred by section
7425 of this chapter.".
( 4) The first sentence of section 7423 is amended by deleting "of the
Navy" and "or products".
( 5) Section 7424 is amended( A) by deleting "of the Navy" in the text of subsection (a)
preceding clause ( 1) ;
(B) by deleting "and oil shale" in subsection (a) (1) in the text
preceding subclause (A); and
(C) by deleting "in the ground" in clause (1) (A) of subsection (a).
( 6) Section 7425 is amended by deleting "of theN a vy".
(7) Section 7426(a) is amended by striking out "the Secretary of
the Navy" and inserting in lieu thereof "Subjeet to the provisions of
section 7422 (c), the Secretary".
(8) The first and second sentences of section 7427 are amended by
striking out "of the Navy".
(9) Section 742R is amended by striking out "within the na.val
petroleum and oil shale reserves shall contain a provision authorizing
the Secretary of the Navy" and inserting in lieu thereof "within Naval
Petroleum Reserve Numbered 2 and the oil shale rrserves shall contain
a provision authorizing the Secretary".
(10) The first sentence of section 7429 is amended by deleting "of
the Navy".
( 11) The text of section 7430 is amended to read as follows:
" (a) In administering the naval petroleum reserves under this chapter, the Secretary shall use, store, or sell the petroleum produced from
the naval petroleum reserves and lands covered bv joint, unit, or other
cooperative plans.
·
"(b) Notwithstanding any other provision of law, each sale of the
United States share of petroleum shall be made by the Secretary at
public sale to the highest qualified bidder, for periods of not more than
one year, at such time, in such amounts, and after such advertising as
the Secretary considers proper and without regard to Federal, State,
or local regulations controlling sales or allocation of petroleum
products.
'' (c) In no event shall the Secretary permit the award of any contract which would result in any person obtaining control, directly or
indireetly, over more than 20 per centum of the estimated annual
lJnited States share of petroleum produced from Naval Petroleum
Reserve Numbered 1.
"(d) Each proposal for sale under this title shall provide that the
terms of every sale of the United States share of petroleum from the
naval petroleum reserves shall be so structured as to give full and
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equal opportunity for the acquisition of petroleum by all interested
persons, including major and independent oil producers and refiners
alike. 'Vhen the Secretary, in consultation with the Secretary of the
Interior, determines that the public interests will be served by the sale
of petroleum to small refiners not having their own adequate sources
of supply of petroleum, the Secretary is authorized and directed to set
aside a portion of the United States share of petroleum produced for
sale to such refiners under the provisions of this section for processing
or use in such refineries, except that" ( 1) none of the production sold to small refiners may be resold
in kind;
"(2) production must be sold at a cost of not less than the prevailing local market price of comparable petroleum;
"(3) the set-aside portion may not exceed 25 per centum of the
estimated annual United States share of the total production from
all producing naval petroleum reserves; and
" ( 4) notwithstanding the provisions of subsection (b) of this
section, the Secretary may, at his discretion if he deems it to be
in the public interest, prorate such petroleum among such refiners
for sale, without competition, at not less than the prevailing local
market price of comparable petroleum.
" (e) Any petroleum produced from the naval petroleum reserves,
except such petroleum which is either exchanged in similar quantities
for convenience or increased efficiency of transportation with persons
or the government of an adjacent foreign state, or which is temporarily
exported :for convenience or increased efficiency of transportation
across parts of an adjacent foreign state and reenters the United States,
shall be subject to all of the limitations and licensing r uiremen•s of
the Export Administration Act of 1969 ( 83 Stat. 841)
in addition,
before any petroleum subject to this section may be exported under
the limitations and licensing requirement and penalty and enforcement provisions of the Export Administration Act of 1969, the President must make and publish an express finding that such exports will
not diminish the total quality or quantity of petroleum available to the
United States and that such exports are in the national interest and
are in accord with the Export Administration Act of 1969.
" (f) During the period of production or any extension thereof
authorized by section 7422 (c), the _consultation and approval requirements of section 7431 (a) (3) are waived.
"(g) (1) Prior to the promulgation of any rules and regulations,
plans of development and amendments thereto, and in the entering and
making of contracts and operating agreements relating to the development, production, or sale of petroleum in or from the reserves, the
Secretary shall consult with and give clue consideration to the views
of the Attorney General of the United States with respect to matters
which may affect competition.
"(2) No contract or operating agreement may be made, issued, or
executed under this chapter until at least thirty days after the Secretary notifies the Attorney General of the proposed contract or
operating agreement. Such notification shall contain such information
as the Attorney General may require in order to advise the Secretary
as to whether such contract or operating agreement may create or
maintain a situation ineonsist<:>nt vdth the antitrust laws. If, within
such thirty day period, the Attorney General advises the Secretary
that a contract or operating agreement may create or maintain a situation inconsistent with the antitrust laws, then the Secretary may not
make, issue, or execute that contract or operating agreement.
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"(h) Nothing in this chapter shall be deemed to confer on any person immunity from civil or criminal liability, or to create defenses to
actions, under the antitrust laws.
"(i) 'As used in this section, the term 'antitrust laws' means"(1) the Act entitled 'An Act to protect trade and commerce
against unlawful restraints and monopolies', approved July 2,
1890 ( 15 U.S.C. 1 et seq.), as amended;
"(2) the Act entitled 'An Act to supplement existing laws
against unlawful restraints and monopolies, and for other purposes', approved October 15, 1914 (15 U.S.C. 12 et seq.), as
amended:
''(3) the Federal Trade Commission Act (15 U.S.C. 41 et seq.),
as amended;
"(4) sections 73 and 74 of the Act entitled 'An Act to reduce
taxation, to provide revenue for the Government, and for other
purposes', approved August 27, 1894 (15 U.S.C. 8 and 9), as
amended; or
"(5) sections 2, 3, and 4 of the Act of June 19, 1936, chapter
592 (15 U.S.C.13a, 13b, and 21a).
"(j) Any pipeline which accepts, conveys, or transports any petroleum produced from Naval Petroleum Reserves Numbered 1 or Numbered 3 shall accept, convey, and transport without discrimination and
at reasonable rates any such petroleum as a common carrier insofar as
petroleum from such reserves is concerned. Every contract entered into
by the Secretary for the sale of any petroleum owned by the United
States which is produced from such reserves shall contam provisions
implementing the requirements of the preceding sentence if the contractor owns a controlling interest in any pipeline or any company
operating any pipeline, or is the operator of any pipeline, which carries
any petroleum produced from such naval petroleum reserves. The Secretary may promulgate rules and regulations for the purpose of carrying out the provisions of this section and he, or the Secretary of the
Interior where the authority extends to him, may declare forfeit any
contract, operating agrc.ement, right-of-way, permit, or easement held
by any person violating any such rule or regulation. This section shall
not apply to any natural gas common carrier pipeline operated by any
person subject to regulation under the Natural Gas Act or any public
ntility subject to re~1lation by a State or municipal regulatory agency
having jurisdiction to reg11late the rates and charges for the sale of
natural gas to consumers within the State or municipality.
"(k) The President may, at his discretion, direct that all or ·any
part of the United States share of petroleum produced from the naval
petroleum reserves be placed in strategic storage facilities as authorized
'by sections 151 through 166 of the Energy Policy and Conservation
Act or thllit all or any part of such share be exchanged for petroleum
of equal value for the purpose of placing such petroleum in such
strategic storage facilities.".
(12) Section 7431 is amended( A) by inserting " (a)" immediately before "The Committees";
(B) by striking out "or oil shale" in clauses (1) and (2);
(C) by striking out "and oil shale" in clauses (2) and (3);
(D) by striking out "'oil and gas (other than royalty oil and
gas), oil shale, and products therefrom" in clause (3) and inserting in lieu thereof "petroleum (other than royalty oil and gas)";
and
(E) by adding at the end thereof the following new sU'bsections:
"(<b) ( 1) During the period of production authorized by section
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7422 (c) , the Secretary shall submit to the Committees on Armed
Services of the :Senate and the House of Representllltives any new plans
or substantial amendments to ongoing plans for the exploration,
development, and production of the naval petroleum reserves.
" ( 2) All plans or substantial amendments submitted to the Congress
pursuant to this section shall contain a report by the Attorney General
of the United States with respect to the anticipated effects of such
plans or amendments on competition. Such plans or amendments shall
not he implemented until sixty days after such plans or amendments
have been submi1:Jted to such committees.
" (c) During the period of production authorized by section 7422 (c),
the Secretary shall submit annual reports as of the first day of the
fiscal year to the Committees on Armed Services of the Senate and
the House of Representatives, and such oommittees shall cause such
reports to be printed as a Senate or House document, as appropriate.
The Secretary shall include in such reports, with respect to each naval
petroleum reserve, an explanation in detail of the following:
" ( 1) the status of the exploration, development, and production
programs;
"(2) the production that has been achieved, including the disposition of such production and the proceeds realized therefrom;
"(3) the status of pipeline construction and procurement and
problems related to the availability of transportation facilities;
" ( 4) a summary of future plans for exploration, development,
production, disposal, and transportation of the 1production :from
the naval petroleum reserves; and
" ( 5) such other information regarding the reserve as the Secretary deems appropriate.".
( 13) Section 7432 is amended to read as follows:
"§ 7432. Naval petroleum reserves special account
" (a) There is hereby established on the books of the Treasury
Department a special account designated as the 'naval petroleum
reserves special account'. There shall be credited to such account" ( 1) all proceeds realized under this chapter from the disposition of the United States share of petroleum;
" ( 2) the net proceeds, if any, realized from sales or exchanges
within the Department of Defense of refined petroleum products
accruing to the benefit of any component of that deJ?artment as
the result of any such sales or exchanges;
"(3) such additional sums as may be appropriated for the
maintenance, operation, exploration, development, and production of the naval petroleum reserves;
" ( 4) such royalties as may accrue under the provisions of section 7433; and
" ( 5) any other revenues resulting from the operation of the
naval petroleum reserves.
"(b) Funds available in the naval petroleum reserve special account
shall be available for expenditure in such sums as are specified in
annual appropriations Acts :for the expenses of" ( 1) eX1ploration, prospecting, conservation, development, use,
operation, and production of the naval petroleum reserves as
authorized by this chapter;
"(2) production (including preparation for production) as
authorized by this chapter, or as may hereafter be authorized;
"(3) the construction and operation of facilities both within and
outside the naval petroleum reserves incident to the production
and the delivery of petroleum, including pipelines and shipping
terminals;

...
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" ( 4) the procurement of petroleum for, and the construction
and operation of facilities associated with, the Strategic Petroleum
Reserve authorized by sections 151 through 166 of the Energy
Policy and Conservation Act ; and
" ( 5) the exploration and study of the National Petroleum
Reserve in Alaska as authorized in title I of the Naval Petroleum
Reserves Production Act of 1976.
" (c) The budget estimates for annual appropriations from the
naval petroleum reserves special account shall be prepared b:y the
Secretary and shall be presented to the Congress by the Presrdent
independently of the budget of the Department of the Navy and the
Department of Defense.
" (d) Contracts under this chapter providing for the obligation of
funds may be entered into by the Secretary for a period of five years.
renewable, at the option of the Secretary, for an additional five-year
period; however, such contracts may obligate funds only to the extent
that such funds are made available in annual appropriations.".
( 14) Section 7433 (a) is amended by striking- out "of the Navy".
(15) Section 7433 (b) is amended by strikmg out ":wd oil shale".
(16) Section 7434 is amended by striking out "and oil shale".
(17) Section 7435(b) is amended by striking out "of the Navy".
(18) Section 7436(a) is amended by deleting "of the Navy, subject
to approval of the President,".
(19) Section 7438 is amended by striking out "Secretary of the
Interior" wherever it occurs and inserting therefor "Administrator of
the Energy Research and Development Administration": and by striking out "of theN avy" wherever it occurs.
(20) The table of sections at the beginning of such chapter is
amended( A) by inserting immediately before
"7421. Jurisdiction and control."

the following:
"7420. Definitions."

(B) by striking out:
"7432. Expenditures; appropriations chargeable."

and inserting in lieu thereof the following:
"7432. Naval petroleum reserve special account."

Speaker of the House of Representatives.

Vioe President of the United States and
President of the Senate.

STATEMENT BY THE PRESIDENT
In my first State of the Union Message more than a year
ago, I set forth goals for regaining energy independence for
the United States.

I also outlined a comprehensive and

ambitious national program needed to achieve our energy
goals.

The first goal is to reduce our growing reliance on

imported oil.
We have launched energy programs that are possible
within existing authorities and I have asked the Congress
for the additional legislative authority that we must have.
My proposed Energy Independence Act of 1975 contained
thirteen specific programs to encourage energy conservation
and increase domestic energy production.

More recently, I

sent to the Congress proposals dealing with nuclear energy,
investment in energy facilities, and other measures needed
to achieve our goals.
One of the original thirteen proposals was especially
important because it permitted immediate action to produce
more oil here in the United States.

There are only a very

few steps like this that are possible.

Generally, it takes

three years or more to bring new oil production on line.
Actions to increase domestic oil productions are
critical because oil imports have grown to the point where
they now account for almost 40% of the petroleum we are
using.

We are even more dependent now than we were a

little over two years ago when we experienced the disruption of an oil embargo.
I am, therefore, pleased to sign into law today the
Naval Petroleum Reserves Production Act of 1976 which puts
in place one more element of our program to reduce
dependence on foreign oil.
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The Naval Petroleum Reserves had special importance
when they were established over 50 years ago to guarantee
an adequate supply of oil for the

u.s.

Navy.

Today, the

Reserves have even greater importance to the whole Nation
because they can help reduce our dependence on imported oil
and help stem the outflow of American dollars and jobs.
This new Act directs the Secretary of the Navy to
commence a vigorous production program from the three Naval
Petroleum Reserves located in California and Wyoming.

The

Act also redesignates the fourth Naval Petroleum Reserve in
Alaska as a National Petroleum Reserve and transfers the
jurisdiction to the Department of the Interior in June 1977.
Production from the Alaskan Reserve is not authorized at
this time, but the Act specifically calls upon the President
to submit a development plan and appropriate legislation to
the Congress.

Work has already begun on those measures.

The new Act also makes it possible for production from
the Naval Reserves to contribute directly to the creation
of the Strategic Petroleum Reserve authorized in the Energy
Policy and Conservation Act which I signed on December 22, 1975.
Once established, the Strategic Reserve will provide both a
deterrent to future embargoes and a significant means to
offset the effects of any future supply interruption.
The Strategic Reserve will permit us to have needed
petroleum much more readily available in the case of an
emergency for our Armed Services and other critical national
needs.
When in full production, the three Naval Petroleum
Reserves in California and Wyoming will provide more than
300,000 barrels of oil per day.

The development and pro-

duction of Naval Petroleum Reserve Number One in Elk Hills,
California, will make the biggest contribution.
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The

u.s.

share of this production, about 80 percent,

may be sold at auction and up to 25 percent of that amount
could be set aside for sale to small refiners.
President's discretion, all or part of the

u.s.

At the
share may

be used to build up the Strategic Petroleum Reserves.

The

Act authorizes use of revenues from the sale of petroleum
.for work on the Naval Petroleum Reserves, for the National
Reserve in Alaska, and for the Strategic Petroleum Reserve.
This Act is an important step toward reversing our
declining domestic oil production and it is another sign
that we are making progress.

Four of my original 13 proposals

were included in the Energy Policy and Conservation Act which
I signed into law on December 22, 1975.
The Congress still has before it 18 major energy
proposals, including those remaining from the original 13
I submitted in January 1975 and others I have submitted
since then.

We need those measures to conserve energy and

to increase domestic production.

Congress must act on those

measures so that we can achieve our national goals for
energy independence.

()
' ...... ~ ~·
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THE WHITE HOUSE
FACT SHEET
SIGNING OF THE NAVAL PETROLEUM RESERVES
PRODUCTION ACT OF 1976 (H.R. 49)
The President today signed the Naval Petroleum Reserves
Production Act of 1976 which:
Authorizes production of petroleum from Reserves 1, 2 and
3, located in Elk Hills, California; Buena Vista, California;
and Teapot Dome, Wyoming.
•

Transfers Jurisdiction of Reserve Number 4 in Alaska from
the Secretary of the Navy to the Secretary of the Interior
effective June 1, 1977 and redesignates it as a National
Petroleum Reserve.
Calls upon the President to submit to Congress a proposed
development plan and appropriate legislation to authorize
development and production from the Alaskan Reserve.

The President also urged the Congress to pass the 17
energy proposals which are still awaiting action.

.~ajor

BACKGROUND
Legislation authorizing production from the Naval Petroleum
Reserves was one of thirteen proposals submitted to the
Congress by the President in January 1975 as a part of his
Energy Independence Act.
During the past year, the President has proposed additional
energy legislation, including bills concerned with uranium
enrichment, financing energy facilities, energy resource
development impact assistance and Alaskan natural gas.··
(Eighteen proposals awaiting action were identified in
the President's February 26, 1976, Energy Message.)
•

Four of the original thirteen proposals were included in
the Energy Policy and Conservation Act which the President
signed on December 22, 1975. The Naval Petroleum Reserve
legislation is the fifth proposal now in law.

----

PRINCIPAL PROVISIONS OF THE NEW ACT

The principal provisions of the Naval Petroleum Reserves
Production Act are outlined below. Under the previous law,
all of the NPR's were under the jurisdiction of the Secretary
of the Navy and were held in reserve for use only in times of
national emergency.
National Petroleum Reserve in Alaska
NPR-4 is redesignated as a "national" petroleum reserve
and is transferred effective June 1, 1977, to the Secretary
of the Interior who shall assume all administrative
responsibilities formerly held by the Secretary of the
Navy.
more
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Interior shall continue Navy's exploration activities
and report annually to the Congress on further exploration
plans.
The President is called upon to submit to the Congress
no later than January 1, 1980, a plan for the development
of the Alaskan Reserve, appropriate legislation, and
economic and environmental impact assessments. Development plans are to be prepared in consultation with the
State of Alaska and appropriate Federal agencies.
Naval Petroleum Reserves 1, £

~

1·

The Secretary of the Navy is directed to begin producing
within 90 days NPR's 1, 2 and 3 at their maximum efficient
rate consistent with sound engineering practices for a
period of 6 years.
Production can be continued for additional increments of
3 years if the President certifies that such production
is in the national interest and neither House of Congress
disapproves the action within 90 days.
The Secretary of the Navy is directed to provide storage
and transportation facilities for NPR-1, within three years
of enactment, to accommodate production of not less than
350,000 barrels of oil per day.
Sales of the u.s. share of oil (about 80%) shall be made
at public auction to the h~.ghest bidder for periods not
to exceed one year. Up to 25% is set aside for sale to
small refiners at prevailing market prices.
The Secretary of the Navy must consult with the Attorney
General on matters which may affect competition and may
not sign a contract inconsistent with anti-trust laws.
The President may direct all or part of the u.s. share
to be placed in the Strategic Petroleum Reserve directly
or through exchange agreements. The Strategic Reserve
was authorized by the Energy Policy and Conservation
Act (December 22, 1975).
Proceeds from the sale of NPR production shall be credited
to a Naval Petroleum Reserve Special Account which, subject
to the appropriations process, shall be made available
for:
•

Exploration, development and production of NPR's 1, 2
and 3, and for exploration and study in regard to the
National Petroleum Reserve in Alaska.
Facilities incident to production and delivery of
petroleum.
Petroleum and facilities for the Stragetic Petroleum
Reserve.

---

IMPACT OF THE BILL

NPR-1 at Elk Hills has proven resources of approximately
1.25 billion barrels of oil -- one of the largest petroleum
fields in the u.s. Fully developed, it could produce oil at
the rate of 200,000 to 300,000 barrels per day. Current
more
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production is about 2,000 to 3,000 barrels a day,
principally from production to offset private production
in adjoining fields and for testing and maintenance
purposes.
NPR-2 at Buena Vista is currently in full production,
allowing a U.S. share of about 600 barrels per day.
•

NPR-3 at Teapot Dome has reserves of 42.5 million barrels
and could produce at the rate of 21l,O!>tl barrels per day.

•

NPR-4 in Alaska has only 100 million barrels of proven
reserves, but estimates of potential reserves run as
high as 30 billiot.1 barrels.
#

#

#
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THE WHITE HOUSE
STATEr.ffiNT BY THE PRESIDENT
In my first State of the Union Message more than a year
ago, I set forth goals for regaining energy independence for
the United States. I also outlined a comprehensive and
ambitious national program needed to achieve our energy
goals. The first goal is to reduce our growing reliance on
imported oil.
We have launched energy programs that are possible
within existing authorities and I have asked the Congress
for the additional legislative authority that we must have.
My proposed Energy Independence Act of 1975 contained
thirteen specific programs to encourage energy conservation
and increase domestic energy production. More recently, I
sent to the Congress proposals dealing with nuclear energy,
investment in energy facilities, and other measures needed
to achieve our goals.
One of the original thirteen proposals was especially
important because it permitted immediate action to produce
more oil here in the United States. There are only a very
few steps like this that are possible. Generally, it takes
three years or more to bring new oil production on line.
Actions to increase domestic oil productions are
critical because oil imports have grown to the point where
they now account for almost 40% of the petroleum we are
using. We are even more dependent now than we were a
little over two years ago when we experienced the disruption of an oil embargo.
I am, therefore, pleased to sign into law today the
Naval Petroleum Reserves Production Act of 1976 which puts
in place one more element of our program to reduce
dependence on foreign oil.
The Naval Petroleum Reserves had special importance
when they were established over 50 years ago to guarantee
an adequate supply of oil for the u.s. Navy. Today, the
Reserves have even greater importance to the whole Nation
because they can help reduce our dependence on imported oil
and help stem the outflow of American dollars and jobs.
This new Act directs the Secretary of the Navy to
commence a vigorous production program from the three Naval
Petroleum Reserves located in California and Wyoming. The
Act also redesignates the fourth Naval Petroleum Reserve in
Alaska as a National Petroleum Reserve and transfers the
jurisdiction to the Department of the Interior in June 1977.
Production from the Alaskan Reserve is not authorized at
this time, but the Act specifically calls upon the President
to submit a development plan and appropriate legislation to
the Congress. Work has already begun on those measures.
more
•
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The new Act also makes it possible for production from
the Naval Reserves to contribute directly to the creation
of the Strategic Petroleum Reserve authorized in the Energy
Policy and Conservation Act which I signed on December 22, 1975.
Once established, the Strategic Reserve will provide both a
deterrent to future embargoes and a significant means to
-offset the effects of any future supply interruption.
The Strategic Reserve will permit us to have needed
petroleum much more readily available in the case of an
emergency for our Armed Services and other critical national
needs.
When in full production, the three Naval Petroleum
Reserves in California and Wyoming will provide more than
300,000 barrels of oil per day. The development and production of Naval Petroleum Reserve Number One in Elk Hills,
California, will make the biggest contribution.
The u.s. share of this production, about 80 percent,
may be sold at auction and up to 25 percent of that amount
could be set aside for sale to small refiners. At the
President's discretion, all or part of the u.s. share may
be used to build up the Strategic Petroleum Reserves. The
Act authorizes use of revenues from the sale of petroleum
for work on the Naval Petroleum Reserves, for the National
Reserve in Alaska, and for the Strategic Petroleum Reserve.
This Act is an important step toward reversing our
declining domestic oil production and it is another sign
that we are making progress. Four of my original 13 proposals
were included in the Energy Policy and Conservation Act which
I signed into law on December 22, 1975.
The Congress still has before it 17 major energy
proposals, including those remaining from the original 13
I submitted in January 1975 and others I have submitted
since then. We need those measures to conserve energy and
to increase domestic production. Congress must act on those
measures so that we can achieve our national goals for
energy independence.

# # # # #
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Secretary Rumsfeld, Secretary Kleppe, Secretary
Middendorf, Adminis.trator Zarb, distinguished Members of the
House and Senate:
Just over two years ago the Arab oil embargo
taught the United States a lesson, that we should not be too
dependent on other nations for our oil supplies. We learned
all too well the high price of energy dependence, both in the
terms of inflation and lost jobs.
Over a year ago, in my First State of the Union
Message, I set forth goals for regaining our energy independence and a comprehensive program for achieving those goals.
Shortly thereafter I submitted to the Congress my comprehensive
energy independence plan, which contained specific programs
to encourage conservation and increase domestic production.
One of my proposals called for development and
production of our Naval Petroleum Reserye. TriiS step is
especially important because it is one action we can take to
get an i~Jediate increase in domestic oil production, thereby
lessening our dependence on foreign oil.
Accordingly, today I sign into law the Naval
Petroleum Reserves Production Act of 1976. This act directs
the Secretary of the Navy to begin full-scale production from
the two petroleum reserves in California, including Elk Hills,
and one from Wyoming.
When in full production, these three reserves will
provide more than 300,000 barrels of oil per day, which
represents about ~ percent of what we now import daily from
foreign suppliers.
The new act also makes it possible for production
from the Naval reserves to contribute directly to the creation
of strategic petroleum reserve authorized in the Energy
Policy and Conservation Act, which I signed into law
December 22, 1975.
MORE
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Once establishe~, the strategic reserve will
provide both a deterrent tp future embargoes and a significant
means to offset the effect~ of any future supply interruption.
The strategic reserve will~permit us to have needed petroleum
much more readily availabltm case of emergency for our Armed
Forces and other critical 'ational needs.
The act also red$signates the Naval Reserve in
Alaska as a Naval Petroleum Reserve to be managed by the
~epartment of the Interior.
This act is a very important step toward reversing
our declining domestic oil production, but other steps
obviously must be taken.
Eighteen major energy proposals still await
Congressional approval on Capitol Hill. I strongly urge the
Congress to move ahead on these additional initiatives so
that as we celebrate our 200th year of independence, we take
an affirmative action toward achieving energy independence
as well.
END
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