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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

APR 2 1976

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 49 - Naval Petroleum
Reserves Production Act of 1976
Sponsor - Rep. Melcher (D) Montana

‘Last Day for Action

April 13, 1976 - Tuesday

Purpose

Authorizes immediate petroleum production from Naval
Petroleum Reserves 1, 2, and 3; authorizes further
exploration of Naval Petroleum Reserve 4.

Agency Recommendations

Office of Management and Budget Approval

Department of the Interior Approval,ﬁhiOﬂmﬂlY)
Department of the Navy Approval (Inforu
Federal Energy Administration Approval 7! R
Department of Commerce No objection (Irformalliy)
Department of Justice No objection {iui.q.ooiy)
Discussion

Your 1975 State of the Union Message set forth a

comprehensive national program for achieving

energy independence by reversing our growing reliance

on imported petroleum. The legislation necessary to

implement this program, the Energy Independence Act,
was submitted to Congress shortly thereafter.

One of the significant actions in your energy program,
title I of the Energy Independence Act, provided
for increasing domestic petroleum supplies through



the use of the nation's Naval Petroleum Reserves
(NPRs). Briefly, title I provided for the follow-
ing:

~ full development and production of NPRs
1 (Elk Hills - Calif.), 2 (Buena Vista -
Calif.), and 3 (Teapot Dome - Wyoming) .

- exploration, development, and production
of NPR-4 (Alaska).

- above actions to be undertaken by the
Secretary of the Navy upon Presidential
authorization.

- the Government share of petroleum to con-
tribute to both the National Strategic
Petroleum Reserve and the public economy.

- proceeds derived from the sale of the
government share to be credited to a
National Strategic Petroleum Reserve
Special Fund; these monies to be used to
further explore, develop and produce the
NPRs, to construct facilities on and
off the reserves, and to construct and
manage the National Strategic Petroleum
Reserve. '

H.R. 49, as enrolled, conforms to the objectives

of the original Administration proposal, although
the approach taken on certain provisions of the
bill varies somewhat. Outlined below are the major
features of the enrolled bill.

Naval Petroleum Reserves 1, 2, and 3

The Secretary of the Navy is directed to begin
production within 90 days at NPRs 1, 2, and 3 at
their maximum efficient rate consistent with sound
engineering practice for a period of six years.
Production can be continued for additional increments
of three 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 shipping facilities for NPR-1, within
three years of enactment, to accommodate production
of not less than 350,000 barrels of petroleum per
day. Sales of the U.S. share of petroleum (about
80 percent) shall be made at public auction to the
highest bidder for periods not to exceed one year.
Up to 25 percent is set aside for sale to small
refiners at prevailing market prices. The
President may direct all or part of the U.S.

share of petroleum production to be placed in a
‘Strategic Petroleum Reserve directly or indirectly
through exchange agreements.

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. Pipelines
serving the NPRs will be operated and maintained
as a common carrier -- the Secretary could acquire
by condemnation any pipeline which refuses to
accept, convey, and transport without discrimina-
tion and at reasonable rates any petroleum produced
at the NPRs. NPR produced petroleum would be sub-
ject to the Export Administration Act of 1969,

and it could not be exported unless the President
finds that such exports: (a) will not diminish
the petroleum available to the U.S.; (b) are in
the national interest; and, {(c¢) are in accord
with the Export Administration Act of 1969.

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: (a) exploration,
development and production of NPRs 1, 2, and 3,

and for exploration and study in regard to the
National Petroleum Reserve in Alaska; (b) facilities
~incident to production and delivery of petroleum;
and, (c) petroleum and facilities for the National
Strategic Petroleum Reserve.




Naval Petroleum Reserve 4

NPR-4 (Alaska) 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.

Interior shall continue Navy's exploration activities
and report annually to the Congress on further
exploration plans. With respect to such exploration
activities, review by the Attorney General is
required to assure that exploration contracts are
not inconsistent with anti-trust laws. Furthermore,
if the Secretary determines that as a result of
exploration activities, there is an immediate and
substantial increase in the need for municipal
services and facilities in communities located on

or near the reserve, and that this would place an
unfair and excessive financial burden on the
affected communities, then he is authorized to
assist such communities in meeting the costs of
providing increased municipal services and -
facilities. Existing Federal programs are to be
used in providing such assistance.

The President, no later than January 1, 1980,

would be required to submit to Congress a develop-
ment plan, together with 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.

As can be seen from the above comparison, H.R. 49
meets most of the Administration's key objectives.
Only one major non-conforming feature and several
lesser provisions warrant being noted:

1. Production at NPR-4, the largest of the
Naval Petrcleum Reserves, is not authorized;
however, a clear procedure is set forth to study
and recommend to Congress the best way to develop,
produce, transport, and distribute the reserve's
petroleum resources. We believe this process can
be carried out expeditiously and in a manner which
will minimize any delays in achieving NPR-4 production.




2. There are no provisions relating to the
sharing between Alaska and the U.S. of NPR-4
revenues, and to the question of whether future
leasing would be competitive or non-competitive.
These issues will have to be closely examined at
the time Congress acts to authorize NPR-4
production and the President will have an
opportunity to offer his recommendations at that
time. Billions of dollars are at stake because
of the large production potentially available at
NPR-4.

3. By adopting a resoclution of disapproval,
either House of Congress could veto the President's
plan to extend production of NPRs 1, 2, and/or 3;
such provisions have been consistently held by
the Executive to be unconstitutional.

This legislation will increase the nation's
domestic supply of petroleum by up to 300,000
barrels per day over the near term and it also
enhances our ability to recover potentially vast
reserves (up to 30 billion barrels) over the
longer term.

A draft signing statement prepared by FEA has

been forwarded directly to the White House for
your consideration.

Assistant Direc;or for

Legislative Reference

Enclosure







DATE:

TO: Bob Linder

FROM: Jim Frey

) EXECUTIVE OFFICE OF THE PRESIDENT
&/ OF FICE OF MANAGEMENT AND BUDGET

4-13-76

Attached is the Defense views
letter on H.R. 49, for inclusion

in the enrolled bill file.

‘Thanks.

OMB FORM 38
REV Ay 73




DEPARTMENT OF THE NAVY
OFFICE OF THE SECRETARY
WASHINGTON, D. C 20350

7 APR 1976

Dear Mr. Lynn:

Your transmittal sheet dated April 2, 1976, enclosing a facsimile of

an enrolled bill of Congress, H.R. 49, "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," and requesting comments of the Department of Defense,
has been received. The Department of the Navy has been assigned the
responsibility for the preparation of a report expressing the views of

the Department of Defense.

The purpose of H.R. 49 is fo reduce American dependence upon imported
oil which now accounts for almost 40% of our requirements. This Act
directs the Secretary of the Navy to commence within 90 days after the
date of enactment the production of Naval Petroleum Reserves Neos. |, 2,
and 3 at the maximum efficltent rate consistent with sound engineering

practices for a period not to exceed six years. It will also establish
a National Petroleum Reserve in Alaska formerly called Naval Petroleum
Reserve No. 4, which will be under the jurisdiction of the Secretary of

the Interior on June I, 1977, While production from the National Petroleum
Reserve is not authorized in the bill, the Act contemplates that Congress
will consider and act upon the proposed development, plans, and legislation.
Studies and reports of the reserve are authorized in this legislation.

Production from Naval Petroleum Reserves Nos. |, 2, and 3 of which the
U.S. share Is approximately 80% will be sold at public auction to the
highest qualified bidder. A further provision that up to 25% of that
amount could be set aside for the benefit of small refiners is provided.
The President may direct that any or all of the U.S. share may be placed
in the reserves or exchanged for fuel to be stored. A special account
"Naval Petroleum Reserves Special Account" is established on the books

of the Treasury Department. This account is subject to the congressional
appropriations process. It will be primarily funded by the sale of
petroleum and other congressional appropriations. Funds will be avail=-
able for exploration, development, and production of the Naval Petroleum
Reserves for construction and operation of facilities both within and
outside the Naval Petroleum Reserves incidental to the production and
delivery of petroleum including pipelines and shipping terminals; the
procurement of petroleum for the construction and operation of facilities
associated with the Strateglic Petroleum Reserve; and the exploration

and study of the National Petroleum Reserve in Alaska. The budget
estimates for annual appropriations from this account shall be prepared
by the Secretary and shall be presented to the Congress by the President
independently of the budget to the Department of the Navy and the
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

APR 2 1976

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 49 -~ Naval Petroleum
Reserves Production Act of 1976
Sponsor - Rep. Melcher (D) Montana

- Last Day for Action

April 13, 1976 - Tuesday

Purpose

"Authorizes immediate petroleum production from Naval

Petroleum Reserves 1, 2, and 3; authorizes further
exploration of Naval Petroleum Reserve 4.

Agency Recommendations

Office of Management and Budget Approvalb

Department of the Interior ' Approval (Informally) -

Department of the Navy Approval (Informaliy;

Federal Energy Administration . Approval U ooimoiin

Department of Commerce . ‘No objection (Informally)

Department of Justice No objection {iuzoroally)
- Discussion

Your 1975 State of the Union Message set forth a
comprehensive national program for achieving

energy independence by reversing our growing reliance
on imported petroleum. The legislation necessary to
implément this program, the Energy Independence Act,
was submitted to Congress shortly thereafter.

‘One of the significant actions in your energy program,

title I of the Energy Independence Act, provided
for increasing domestic petroleum supplies through










MEMORANDUM 1982

NATIONAL SECURITY COUNCIL

April 3, 1976

MEMORANDUM FOR: JAMES CANNON
FROM:;: Jeanne W, Davam)

SUBJECT: Draft Signing Statement - Naval
. Petroleum Reserves Production
Act of 1976 (H. R. 49)

The NSC Staff concurs in the draft signing statement - Naval
Petroleum Reserves Production Act of 1976 (H, R. 49),




MEMORANDUM
NATIONAL SECURITY COUNCIL

April 3, 1976

MEMORANDUM FOR: JAMES CANNON
FROM: Jeanne W. Daviw
SUBJECT: H.R. 49

The NSC Staff concurs in H. R. 49 - Naval Petroleum Reserves
Production Act of 1976.







SIGN OFFS ON NAVAL PETROLEUM RESERVE SIGNING STATEMENT

JIM LYNN

SCOWCROFT

MARSH

BUCHEN

FRIEDERSDORF

ZARB

HARTMANN

SEIDMAN

GREENSPAN

RESEARCH

Jim Frey and Roy Niemela concurred

in near final draft on Friday, April 2.
Jim Mietus and Ed Miller reviewed
final draft on Saturday, April 3.

Telephone concurrence received, 1:10 PM
from Kathy in Jeanne Davis' office.

Concurred with suggested changes
(attached) on April 2.

Schmults concurred with suggested
editorial changes (attached) April 3.

Concurrence by telephone to Judy Johnston
April 2.

John Hill concurred on behalf of Zarb.
Comments attached. April 3.

Final version read to Doug Smith April 3.

Concurrence from Roger Porter and
Mr. Seidman's secretary - 1:20 PM April 3.

Concurrence April 2 by John Davis and
Milton Russell.

Signed off on final version 3:05 P.M.
April 3.



. THE \‘f}ii’l‘lﬂ HOUSE
ACTION MEMORANDUM WASHINGTON L.OG NO.:

Date: April 2 Time:600pm

v . . Glenn Schleede/
FOR ACTION: NSC/S Jim Cavanaugh
Max Friedersdorf Ed Schmults
Ken Lazarus .

Alan Greenspan obert Hartmann
Jack Marsh P eorge Humphreys

FROM THE STAFT SECRETARY

cc (for information):

DUE: Date:April 3 Tirme: 1100am

SUBJECT:

H.R. 49 - Naval Petroleum Reserves Production Act of
1976

ACTION REQUESTED:

For Necessary Action For Your Recommendations

e Prepare Agenda and Brief

Draft Reply

xX .
e For Your Comments » Draft Remarks

REMARKS:

~ Please return to

T

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required mcterial, please sames N Cannon.\
telephone the Siaff Zecretary imunediately. . For the President









DRAFT SIGNIKG STATEMENT - NAVAL PETROLEUM RESERVES
PRODUCTION ACT OF 1976

In my first State of the Union Message more than a year
ago I set forth a comprehensive and ambitiocus national
program for achieving energy independence by reversing

our growing reliance on imported oil.

Shortly thereafter, I submitted to the Congress my proposed
Energy Independence Act of 1975, which contained thirteen
specific programs to encourage energy conservation and to
increase domestic energy production. One proposal called

for utilization of our Naval Petroleum Reserves.

These Reserves were established over 50 years ago to
guarantee an adequate supply of o0il for the U.S. Navy.
Today, these Reserves are of great importance to the

’whole Nation as a means of reducing dependénce on imported
oil. Imports now account for almost 40 percent 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.

For the immediate future, there are only a few steps that
can be taken to increase domestic o0il production. The
development and production of the Naval Petroleum Reserves,
principally Reserve Number One in Elk Hills, California,

is the most significant.




I am therefore pleased to sign into law the Naval Petroleum

Reserves Act of 1976.

This Act directs the Secretary of the Navy to commence
production at the maximum efficient rate from the three
Naval Petroleum Reserves located in California and Wyoming.
The Act also establishes the fourth Naval Petroleum Reserve
in Alaska as a National Petroleum Reserve and transfers the
jurisdiction of it from *he Navy to the Department of the
‘Interior in June 1977. Production from the Alaskan Reserve
is not authorized at this time, but the Act specifically
reguires that the President submit a development plan and
appropriate legislation to the Congress. I shall submit

appropriate measures as soon as practicable.

Production from the Naval Reserves is also an integral

part of a 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 for the storage of substantial
quantities of petroleum and thus provide both a deterrent

to future embargoes and a means to help withstand the effects

of a future supply interruption.

When in full production the three Naval Petroleum Reserves

in California and Wyoming could provide more than 300,000
barrels of o0il per day. 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. All or part of the U.S. share may, at the
President's discretion, be placed in the Strategic
Petroleum Reserve or exchanged for petroleum to be

placed in the Reserve.

The Act also permits use of revenues from the sale of
0il from the Naval Petroleum Reserve on further development
of the Naval Petroleum Reserves, on the National Reserve

in Alaska, and on the Strategic Petroleum Reserve.

This Act is an important step toward reversing our

declining domestic production. We must take other steps.

I again urge the Congress to act quickly on the other 17
major energy measures awaiting action which I outlined

in my February 26, 1976 energy message. These measures will
permit us to conserve energy and to increase demestic
production. Congress must act on those measures so that

we can achieve our National goals for energy independence.




SUTLHON ZUENIORANDUA

James Lynn
Brent Scowcroft
Jack Marsh
1l Buchen
Max Friedersdorf

FROM THT STAFP SECRETARY

Frank Zarb
Robert Hartmann
Bill Seidman
Alan Greenspan

Time:

1100am

e

Draft Signing Statement - Naval Petroleum Reserves
Production Act of 1976 (H.R.49)

For Your Recommendations

e Draft Reply
e Dralt Remarks

REMARK

U

Please return to Glenn Schleede, Room 228 EOB

Please note suggested editorial changes at page 2.

Edward C. Schmults

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.




DRAFT SIGNING STATEMENT -~ NAVAL PETROLEUM RESERVES
PRODUCTION ACT OF 1876

In my first State of the Union Message more than a year
ago I set forth a comprehensive and ambitious national
program for achieving energy independence by reversing

our growing reliance on imported oil.

Shortly thereafter, I submitted to the Congress my proposed
Energy Independence Act of 1975, which contained thirteen
specific programs to encourage energy conservation and to
increase domestic energy production. ©One proposal called

for utilization of our Naval Petroleum Reserves.

These Reserves were established over 50 years ago to
guarantee an adequate supply of oil for the U.S. Navy.
Today, these Reserves are of great importance to the

whole Nation as a means of reducing dependence on imported
oil. Imports now account for almost 40 percent 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.

VFor the immediate future, there are only a few stéps +hat
can be taken to increase domestic oil production. The
development and production of the Naval Petroleum Reserves,
principally Reserve Number One in Elk Hills, California,

is the most significant.




I am therefore pleased to sign into law the Naval Petrolsum

Reserves Act of 1976.

This Act directs the Secretary of the Navy to commence
production at the maximum efficient rate from the three
Naval Petroleum Reserves located in California and Wyoming.
The Act also establishes the fourth Naval Petroleum Reserve
in Alaska as a National Petroleum Reserve and transfers the
jurisdiction of it from %he Navy to the Department of the
Interior in June 1977. Production from the Alaskan Reserve
is not authorized at this time, but the Act specifically
Laela eI ~+o
~reguires—that the PresidentA?ubmit a development plan and

appropriate legislation to the Congress. I shall submit

appropriate measures as soon as practicable.

Production from the Naval Reserves is also an integral

part of a 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 for the storage of substantial
quantities of petroleum and thus providé both a deterrent

to future embargoes and a means to help withstand the effects

of a future supply interruption.

When in full production, the three Naval Petroleum Reserves
N
. A )
in California and Wyoming could provide more than 300,000
barrels of o0il per day. 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. All or part of the U.S. share may, at the
President's discretion, be placed in the Strategic
Petroleum Reserve or exchanged for petroleum to be

placed in the Reserve.

The Act also permits use of revenues from the sale of
- 0il from the Naval Petroleum Reserve on further development
of the Naval Petroleum Reserves, on the National Reserve

in Alaska, and on the Strategic Petroleum Reserve.

This Act is an important step toward reversing our
declining domestic production. We must take oﬁher steps.

I again urge the Congress to act quickly on the other 17
major energy measures awaiting action which I outlined

in my February 26, 1976 energy message. These measures will
permit us to conserve energy and to increase domestic
proauctiOn. Congress must act on those measures sO that

we can achieve our National goals for energy independence.




Note to Schleede -

Attached are copies of the NPR signing statement and the fact

sheet. I have made a number of suggested changes, some of which

make the statement less technical and none of which add any zing

to the statement. 2ing is hard to come by. I would suggest that

the sppechwriters work on it -- focusing on the Xamkxkkakx significance
of gigning 300 plus barrels into production, and the need to sign

X giiiiwith the same xmpamgkx or comparable impact if we are to

achieve energy self-sufficiency. They might also compare the

300 plus barrels %m per day to X nuclear power plants, X million

or billion dollars that will not leave this country to foreign coffers,

etc.

J. Hill
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James Lynn

Brent Scowcroft
Jack Marsh

Phil Buchen

Max Friedersdort

Frank Zarb
Robert Hartmann
Bill Seidman
Alan Greenspan

TROM THD 87 %W' EERCREITARY
DUE: Dats April 3 Tima: 1100am
SUBJECT:
Draft Signing Statement - Naval Petroleum Reserves
Production Act of 1976 (H.R.49)
ACTION REQUESTED:

. Foxr Necessary Aclion
& Brief

e Prepare Agenda an

e B0 Tour Comments

Please return to Glenn Schleede,

P

——_ For Your Recommendations
e Draifl Reply

e Draft Remarks

Room 228 EOB
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DRAFT SIGNING STATEMENT -~ NAVAL PETROLEUW RESERVES
PRODUCTION ACT OF 1976

In my first State of the Union Message more than a year
ago I set forth a comprehensive and ambitious national
program for achieving energy independence by reversing

our growing reliance on imported oil.

Shortly thereafter, I submitted to the Congress my proposed
Energy Independence Act of 1975, which contained thirteozn
specific programs to encourage energy conservation and to
increase domestic energy production. One proposal called

for utilization of our Naval Petroleum Reserves.

These Reserves were established over 50 years ago to
guarantee an adequate supply of oil for the U.S. Navy.
Today, these Reserves are of great importance to the
whole Nation as a means of redu01ng dependence on imported
and stemwmiy v Flow ot dorbas and gobs alroad .

0ilh Imports now account for almost 40 percent 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 0il embargo.

For the immediate future, there are only a few steps that
can be taken to increase domestic 0il production. The
development and production of the Naval Petroleum Reserves,
principally Reserve Number One in Elk Hills, California,

is the most significant.




I am therefore pleased to sign into law the Naval Petroleum

Pr@&;c}w‘\ /2 4“?’”5“/;'
ReserveshAct of 1976, v stx Ak & ™ 4 “""‘"ﬂ y.,/
Aot bhps he€owe law ! ‘ \_///
This Act directs the Secretary of the Navy to commence o
: . . A L —
Vigrotess production as—ehe-fmaxTminr SfiTicrent—sate from the three

Naval Petroleum Resexves located in California and Wyoming.
rebsigu >
The Act also estebiiThes the fourth Naval Petroleum Reserve ¢
in Alaska as a National Petroleum Reserve and transfers the
jurisdiction of it feem~ihe-—Nawy to the Department of the v’
Interior in June 1977. Production from the Alaskan Reserve
is not authorized at this time, but the Act specifically
requires that the President submit a development plan and

appropriate legislation to the Congress. I shall submit

appropriate measures as soon as practicable.

Production from the Naval Reserves 1is also an integral
part of ﬂ‘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 for—the storage of Substamtial

qaaﬁ%*%&es—of—pEtroieem_andwihus_pxov&de both a deterrent

to future embargoes and a means to help—w&%heﬁanﬂ the effects
M

of a future supply iﬁterruptiOn.

When in full production the three Naval Petroleum Reserves

in California and Wyoming eeou¥d provide more than 300,000

barrels of oil per day. The U.S. share of this production,

about ‘80 percent, may be sold at auction, amd—opr—to—2Es—percmss
o ‘

of that amoume—eewhd be set aside fersala-to small




N
refiners7 Boddmer—par ¢ O tre—t-S+—shaxe~may, at the

President's discretipn, be placed in the Strategic
Ly op o
Petroleum Reserve, o¥xPexchangef .for—petrotoor—teo—be

7
placed—dn—the Reserve.

The Act also permits use of revenues from the sale of

: for~
01l from the Naval Petroleum Reserve o1 further development

of the Naval Petroleum R(—:eser:\z‘es,L
' oVablsh wad an

in Alaska, and the Strategic Petroleum Reserve.

Epe National Reserve

This Act is an important step toward reversing our

declining domestic production. We must take other steps.

I again urge the Congress to act quickly on the other 17
major energy measures awaiting action which I outlined

in my February 26, 1976 energy message. These measures will
permit us 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.










when we experienced the disruption of an o0il embargo.

I am, therefore, pleased toO 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 tﬂey
were established over 50 years ago to guarantee an adequate supply
of oil for the U.S. Navy.:“Today, the Reserves have even greater
imﬁortance to the whole Nation because they can help reduce our

dependence on imported oil and help"géem 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. 4The 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 alsoc 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.



-3-

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 domest
0il production and it is another sign that we are making progress.
E'!.‘o?h;y original 13 proposals were included in the Energy
Policy and Conservation Act which I signed into law on December
22, 1975.

S‘(’c‘(l

The Congress new 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 }dational goals for energy independence.




THE WHITE HOUSE -
WASHINGTON M |
I

April 3, 1976 W

NOTE FOR: DOUG , SMITH
FROM: szgf@:mﬁz
SUBJECT: SIGNING STATEMENT FOR THE

NAVAL PETROLEUM RESERVES
ACT OF 18976

Here is a draft of a proposed signing statement.
The original draft was prepared by FEA and

I have modified it slightly to incorporate
substantive comments from Interior, Navy and
OMB.

As 1 indicated late yesterday, the signing
ceremony is scheduled for 2:15 p.m. on
Monday. :

Following your modifications, we'd like to
be able to circulate this to senior staff
this afternoon and then put it in final
form early Saturday for dexing to Wisconsin.

A draft fact sheet is also enclosed for your
information.

cc: Jim Cavanaugh
Jim Frey - OMB
Margaret Earl(for comments on Fact sheet)

P.S. We'll also need some talking points.
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AV AL PETROLE["\I REQERVES PETROLFUM ‘&CT
OF 1975 E

JuLy 24 (legislative day Jury 21), 1975.—Otrdered to bé printed ~

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

REPORT

[To accompany S. 2173]

The Commlttee on Armed Servwes having had under consider
the question of production of the naval petroleum reserves, reports
the following bill (S. 2173), to amend chapter 641, title 10 “United
States Code, relating to the naval petroleum reserves, and recommends
that it do pass.

PURPOSE OF ‘THE BILL

The purpose of th1s bill is to amend: chapter 641 of title 10 Umted
States Code, to provide for ‘the full exploration and: development of
the naval petroléum reserves and to permit limited production of
Naval Petroleum Reserves 1, 2-and 3 ‘with production being sold on
the open market or placed in a strategic reserve, and for other
purposes.

NEED FOR THE LEGISLATION

Many persons have indicated that the current shortage of domestlc
oil and the consequent high levels of imports are the reason that the
naval petroleum reserves should be produced. The Committee does not
agree. The naval petroleum reserves are not going to solve the energy
crisis; if Naval Petroleum Reserves 1, 2, and 3 were produced at capac-
ity, their combined maximum output of perhaps 300,000 barrels of oil
per day represents only about two percent of the approx1mately 15,-
000,000 barrels of oil that the United States now consumes each da,y
Rather the Committee feels that limited production is prudent at
this time for two reasons—(1) to fill a strategic reserve that more
satisfactorily fulfills the role for which the nava%lreserves were origin-
ally intended, and (2) to defray the cost that would otherwise have to
be borne by the taxpayer to get the naval petroleum reserves in a
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state of readiness where they conld produce at capacity in time. of
national emergency. The above reasons dictate the need for the legisla-
tion; the fact that some additional domestic oil will be pumped-into
the economy is an added bonus. ‘

Form or CommirTee AcTiON

The Committee on Armed Services held joint hearings with the
Committee on Interior and Insular Affairs to consider S. 594, S. 618,
S. 677, S. 1113, and S.J. Res. 13; all having been referred to either
the Committee on Armed Services or the Committee on Interior and
Insular Affairs or both, and pertaining to the questions of the produc-
tion of the naval petroleum reserves and/or the creation of a national
strategic reserve system. The complexity of the issues and the agreed
Committee position which differed substantially from any of the
legislation being considered, made it desirable to report an original bill.

Bac¢rerounp

The Naval Petroleum Reserves :

There are four Naval Petroleum Reserves: Numbered 1, Elk Hills,
Kern County, California; Nuthberéd 2, Buena Vista, Kern County,
Califorhia; Numbered 3, Teapot Dome, Wyoming (35 miles north of
Casper, Wyoming) ; and Numbered 4, on the northern slope of Alaska,
immediately to the west of the Prudhoe Bay commercial oil field.
These Reserves were created between 1912 and 1923. Presidents Taft,
Wilson, and Harding established the Petroleum Reserves by settin:
agide selected acreages to be administered by the Navy as an assumg
defense fuel supply. The C%figress placed these Reserves under
authority of the Secretary of the Navy by an act dated June 4, 1920
(41 Stat. 818). In addition, there are three Naval Oil Shale Reserves,
established in 1916 and 1924. Numbers 1 and 3 are located in western
Colorado and Number 2 is located in eastern Utah, _—

Naval Petroleum Reserve 1 at Elk Hills has been operated under 4
unit plan contract since 1944, The unit plan contract is with Standard
Oil Company of California which owns approximately 20 percent of
Elk Hills. This field, with approximately 1.1 billion barrels in proven
reserves, currently has over 1,000 wells and the U.S. Navy five-year
program envisions about 1,000 more wells. The current production
capability is 160,000 barrels of oil per day. This could be expanded to
approach 400,000 barrels per day with further development and ex-
pFor&tion of the field assuming that there was no production during the
development period. ‘

Naval Petroleum Reserve 2 is fully developed and is producing
at a comiercial rate, It has a proven reserve of 15.6 million barrels
of oll. Two-thirds of this Reserve is privately owned and one-third
is U.S, owned.. e - :

Naval Petroleum Reserve 3 is unlike Naval Petroleum Reéserves
1 and 2 in that all of the acreage is owned by the U.S. government.
There are presently 150 wells on Naval Petroleum Reserve Number
3 with the capability to produce 2,000 barrels of oil per day. The
proven reserve is 42.5 million barrels of oil. e

Naval Petroleum Reserve 4 is also wholly owned by the U.5. govern-
ment. For the most part it is unexplored and almost completely un-
developed. The reserve is estimated to contain from 10 to 33 billion
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barrels per day to convey the sensé of the Committee that thereserves
gggﬁf ggztge?;umped beyond their maximum efficient Tate 3u§s{; to ggt

e t\. T Cra Eelas L. . - T v.:w‘
theS:é})r?g, production is limited to-five years. The Committee choiz
the five year limitation for several reasons. The primary reagog;_wfast fe
demonstrate that the Committee is qonct?megl tl"lai;,deglemgnf of
Téserves niay not be in the best interest of nationsl _,_secgnty.hﬁgeksem‘;?:
1,’2, and 3 can be pumped for five years, and based on the kno n
reserves (a congervative assuniption, since additional explorg;gpn‘ q,x%n
development. v?ill' undoubtedly prove additional reserves) E%egg ‘}?t
still be over 700,000,000 barrels in the ground at the en ﬁgl,atﬂ?-»
period and a decision can’ be made at that time fo either 1%“ ! e
remainder for national defense purposes or to enact additional. e}g@,a;
tion to permit continued prodtction. Ti_al}rle I below is an tegt;m&t@g
the drawdown of the known reserves at Naval Petroleum’F eserves.1,
2, and 3 based on this legislation.

TABLE l.-——-RS.MAVINING _RESERYES
.+ [In thousands of barrels] * -

‘ Caﬁleﬁdgryeares}dj . : o NPRALL NPR-21 NPR-3 - .
S espony C L50 . 42,500
ggg% ©LL3600 L 39948
81,000 . Li7e. 32280 |
RS moaR
763,360 . RIN o 180K
S A e, g

* ¥ Navy's share ondy. Total for NPR-Lis 1200000000~ ©
.- A five-year production period is expected to entice private m&us’t{y
to ﬁxxfz'ievsi %eritgl in a;nciliar%’r facilities needed to market the prqﬁup‘ggn,
and the Secretary is expected to'exhaust this prospect bef.pre ex}fggn in
funds to acquire or construct ancillary facilities outside th ;fx}gy
Teserve boundariés. One of the motivations behind authorizing pro uc%
tion of the reserves is to generate revenues that will oﬁset_the cosf;s of
the remaining - exploration ‘and development at Naval Petrqleu;n
Reserves 1 and 3 and the exploration costs of Naval ]E;gi?rqleun}
Reserve 4. A five-year period should permit the complation of expl pr?-
tion and development at Naval Petroleum Reserves 1 &nd}? Seoret
~Third, the production at Elk Hills is contingent upon the g%recsiy
reaching a binding agreement with Standard Oil Com En . ﬁ ﬁgid-
fornia, which owns approximately 20 percent of the d‘s de()'i
that would protect the public interest and insure that Standar ! i
Company ofp California abides by the intent of the current unit p an
co%‘glaﬁk, authority is given to the President to direct that oil,
produced under the provisions of this act, be placed in a strategic
Teserve ‘‘as authorized by law”. The intent of this provision is to eilr—
mit the most economical development of a strategic reserv;l.1 e
Committee expects that in making the determination to pla,cea1 . or ?
portion of the production into a strategic reserve a careful a,nf‘ }S{)S t?h
the economic implications will be made to insure that costs (})lr 0
the strategic reserve and the naval petroleum reserves together %re
minimized. This provision is intended to complement S. 677 or similar

legislation.

5e

Section 7423 is amended to waive, for the period of production, the
requirement that the Secretary consult with the Congress on every
contract that affects the naval petroleum reserves. The Committee
emphasizes that it does not intend to relax its oversight of the naval
petroleum reserves, but durimg the period of production, it is antiei-
pated that there will be hundreds of contracts and the consultation
provisions could prove onerous and unnecessarily delay the production
process and increase costs. In lieu of the consultation provisions, re-
porting provisions have been added, and again the Committee em-
phasizes that it is not relinquishing any of the Congressional control
now maintained over the naval petroleum reserves.: . - o

-Section 7430 retains the requirement that the sale of all production
be by competitive bidding and is amended to preclude constraints on
the sale of oil imposed by local, state or Federal regulations to insure
that the taxpayer receives the maximum income from the sale of this
valuable resource. The Secretary is expected to give every considera-
tion to the small independents and to package his contracts so as not’
to preclude small independents from bidding. = - - : :
- Section 7432 is amended to establish a special account in the Treas-
ury which will permit an accurate accounting for the execution of this:
legislation: and will give the Secretary more flexibility in accomplish--
ing the provisions of the bill. Tt is the Committee intent that the naval
petroleum reserves be operated on a self-sustaining basis to the extent
possible; that is, revenues from the sale of oil should be sufficient to
offset all expenses associated with the naval petroleum reserves with-
out requiring additional appropriations of Federal funds. Information
provided to the Committée indicated that the naval petroleum re-
serves, assuming all production is sold, should operate at a ‘‘profit”
after covering expenses for the duration of the production authorized.
The obligation of any funds by the Secretary is subject to an annual
appropriation provided by thie’ ongress based upon a separate budg-
etary request. N d ot ‘ L
“Section 2 of the bill requires the Secretary to accomplish a study and
make recommendation as to the best method for developing, produc--
ing and transporting oil from the Alaska reserve, ‘This study is ex-

- pected to provide the basis for further legislation that would deal ex-

clusively with Naval Petroleum Reserve 4, The Committee feels that
Naval Petroleum Reserve 4 may be too large to be federally developed
and operated; the appropriated funds required to initiate production
might approach $20 billion and that is a task that might more prop-
erly be undertaken by the private sector. The Secretary, in develop-
in% his report, is expected to utilize the expertise and consult with
other Federal agencies such. as the Department of .the Interior, the
Federal Energy Administration, and the Environmental Protection

. Agency. The study is expected to recommend methods to transport

ghe crude oil from the Alaska field to the refineries in the United
tates. . i

Cost Estivates

As stated previously, it is the Committee’s intention that the
costs associated with the production authorized by this legislation be
offset by revenues derived from the sale of the production. The fol-

lowing table is an estimate of income versus expenses based upon this
legislation: ‘
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TABLE 11, —]NCOME/EXPENSES
[in thousands of dollars]

Expenses

Calendar year Income ¢ Overhead NPR-1 NPR-3 NPR-4 Total
8, 000 148, 000 19, 300 230, 000

:gg,g%g 8,000  _ 147,100 12, 500 69, 400 37,
506, 440 8, 000 120, 900 12, 800 - 47, 189, 500
767,960 8, 000 82, 000 13, 200 48, 700 151, 500

780, 570 8, 000 X 12, 600 22, g
Total. o ..o 2,924,555 40,000 §18, 000 69, 800 243, 400 871,200

1 Income computed at $10 per barrel which should be a congervative price.

There are, of course, many assumptions behind the above cost data.
Production is presumed to start January 1, 1976 which is dependent
on the date of enactment of this or similar legislation. The income
column presumes that all the production is sold and would have to
be reduced accordingly if a portion of the oil were placed in a strategic
reserve at no cost. The costs shown for Naval Petroleum Reserve 4

are exploration costs only and do not consider development and
production costs which the Secretary is asked to study as a saparate
issue, Production rates, which for the first few years are pipeline

constrained, are shown in Table III.

TABLE 111.—5-YEAR PRODUCTION DATA.

.- U thousands of harrels] .
ST 1y producti ,

e . HPR-1 i Ye,afy pro ‘!F?‘Qﬁ ) C Yotal
., - Calgndar year o . Nawy Socal & NPR-Z B Jg_gms ca {Navy)
s ? T o T 5  .>‘, '46,715
%1.%%’ lg: 360 133 %,Ggg T 48,887
44,640 11, 160 184 5840 . 59,644
73,000 18, 250 146 38 76,796
73, 608 18,250° o1 o ¥ ©ote +78,057

1 Based 06126 pe,mpr;,t ajrgrage as Standard il of Californig share.
et L o © . ONGTES ; 1
- NPR-1—Productios-Tor 1976; 1977, and fitst § months of 1978 based on pipleine capacitios:  arres
- T ; FEN N . B PR psrdﬁy
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DEPARTMENTAL PositioN

The legislation proposed by the Committee is similar to Title I of
the Administration’s proposed Bill, 8. 594, The Energy Independence
Act of 1975 in several key aspects.—(1) The Navy retains jurisdiction,
(2) production is authorized, (3) a special fund to account for the
receipts is established, and (4) the concept of a strategic reserve is
supported. The major difference is that the Committee bill authorizes
limited production under the philosophy that the naval petroleum
reserves should not beé completely depleted at this time.

The Department of Defense, of course, supports the Administra-
tion’s bill. Their position was explicitly stated %y Vice Admiral Train,
Director of the Joint Staff, Office of the Joint Chiefs of Staff in testi-
mony on April 9, 1975, before the House Armed Services Subcommittee
on Investigations. ‘ I

In summary the Joint Chiefs of Staff have stated:

They support the President’s coneept of a national strategic
petroleum reserve (NSPR). . . .

They econtinue to support early and full exploration of the
NPR’s (Naval Petroleum Reserves).

They consider that production from NPR’s No. 1, No. 2,
snd No. 3 could be used to begin establishing the NSPR and
to accelerate further exploration and development of NPR’s
No. 1, No. 3, and No. 4.

They recommend, however, that continued production
from NPR No. 1 and release of any portion of NPR No. 4
to the domestic economy be contingent upon exploration
of NPR No. 4 sufficient to determine what portion is,
in fact, excess to the needs of national defense,

They further recommend that the need for production
from NPR No. 1 be reexamined as soon as NPR No. 4 or
other sources become awvailable to support the Presidents’
program,

The Federal Energy Administration indorsed the Committee legisla-
tion by letter which follows:

FEpERAL ENERGY ADMINISTRATION,
Washington, D.C., July 24, 1875.
Hon. Howarp W. Canvon, ,
Subcommittee on National Stockpile and Naval Petroleuwm Reserves,
Commiittee on Armed Serviees, U.S. Senate, Washington, D.C.
Dear Mr. Caairvan: My staff and I enjoyed the opportunity to
meet with you and your staff to discuss legislation which will authorize
produetion of the Naval Petroleum Reserves. I appreciate the spirit
of cooperation which was evidenced at that meeting.
As vou will recall, Title. T of the President’s Energy Independence
Act of 1975 would have:
1. Authorized production of NPR-1 (Elk Hills);
2. Authorized production of NPR~4 (Alasks); and
3. Established a Special Fund from the proceeds of NPR oil
to develop and fill the Strategic Petroleum Reserves as well as
finance further exploration, development, and production of the
Naval Petroleum Reserves.
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Crancees v Exstivg Law

In compliance with subsection (4) of rule XXIX of the Rules of the Seﬁate, ‘there is herewith printed in
parallel columns the text of provisions of existing law which would be repealed or amended by the various pro-

vigions of the bill as reported.

EXISTING LAW

CHAPTER 641.—NAVAL PETROLEUM

RESERVES

Sec.
7421, Jurisdiction and control.
7429, 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 affecting 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. 743

7430. Disposition of products.

THE BILL AS REPORTED

The analysis of such chapter 641 is amended-—

and .,

account.”

7431. Requirements as to consultation and approval.
7432. Expenditures: appropriations chargeable.

7433, Disposition of royalties.

7434. Quarterly reports to Armed Services Committee.

7435, Foreign interest.
7436, Regulations.
7437. Violations by lessee.

7438. Exclusion of naval oil-shale reserves.

(1) by striking ont
“7432. Kxpenditures: appropriations chargeable.”
and. inserting in lieu thereof the following: :
. Naval petroleum and oil shale reserve special

(1) by inserting immediately before. . .
“7421, Jurisdiction and control.””
the following: ,
#7420, Defimitions.”;



EXISTING LAW

§ 7421, Jurisdiction and control

(a) The Secretary of the Navy shall take possession of
properties, inside the naval petroleum and oil shale re-
serves 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 con-
trol over those lands inside naval petroleum reserves num-
bered 1"and 2 that are covered by leases granted under
sections 181-184, 185188, 189-194, 201, 202-209, 211-214,
223, 224-226, .),;ZGd 226e, 224—‘)293, 241 251, and 261 260
of title 30, and shall administer those leases, As amended
Oct. 11, 1962, Pub. L. 87-796, § 1(1), 76 Stat. 904.

§ 7422, Admm}stx ation

(a) Except as otherwise provzded in section 7438 hereof,
the Secretary of the Navy, directly or by contract, Ieaae,
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
Jands outside naval petroleum reserve numbered 1 covered
by contracts under section 7426 of this title, shall be used
and operated for—

THE BILL AS REPORTED

(1) Immediately before section 7421 insert the follow-
ing new section:
“8 7420, Definitions

“{a) In this chapter—

“(1) ‘national defense’ includes the needs of, and
the planning and preparedness to meet, essential de-
fense industrial and military emergency energy re-
quirements relative to the national safety, welfare,
and economy, particularly resulting from foreign
mlhta, or economic actions;

“(2) ‘naval petrolewm and oil shale reserves’ means
the naval petroleum and oil shale reserves established
by this chapter, including Naval Petroleum Reserve
Nyumbered (Elk Hills), located in Kern County,
California, established by Executive order of the
President dated September 2, 1912; Naval Petroleum
Reserve Numbered 2 (Buena, Vlsta) ocated in Kern
County, California, established by Executive order of
the President dated December 13, 1912; Naval Pe-
troleum Reserve Numbered 3 (Toapot Dome) located
in Wyoming, established by Executive order of the
President dated April 30, 1915; Naval Petroleum
Reserve Numbered 4, Alaska,, on the north slope of
the Brooks Range, established by Executive order of
the President dated February 27, 1923; Oil Shale
Reserve Numbered 1, located in Colomdo, established
by Executive order ‘of the President dated Decem-
ber 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 Presi-

dent_dated December 6, 1916; and Oil Shale Reserve
Numbered 3, located in Colora,do, established by Ex-
S ei%giwe order of the Pres:tdent dated September 27,
“(3) petmieum includes crude oil, associated Gabe«s,
natural gasoline, and-other related hyd1 ocarbons, oil
shale, and the products of any of such resources; and
(4) “Secretary’ means the Secretm} of the Na,vy ?
Section 7421(a) is amended-—
~ (A) by striking out “for naval purposec” and in-
sergmrr in lleu thel eof “for nSe of the Armed Forceb” R
an

v

(B) by striking out “section ;438 hereof” and in-
~serting in lieu fhereof “this chaptel

bectlon 7422 is, amended by adding at the end
thereof the following new subsection:
“(d) (1) In order to pla,ce certain naval petr o]eum re-
serves in a proven state of readiness to produce petroleum,
the Secretary is authorized—

“(A) to explore, develop, operate, produce, and sell

petroleum, from Naval Petroleum Reserves Num-
bered 1, 2 and 3 at a rate consistent with sound oil-
field engmeenng practices but not to exceed three
hundred and fifty thousand barrels of oil per day for

o1

I



EXISTING LAW
(1) the pratection, conservation; maintenance, and
testing of those reserves; ar . °

(2) the production of petroleum, ga;s; 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 produc-
tion is authorized by a joint resolution.of Congress.
(¢) The Secretary of the Navy may under subsection
(a) develop the South Barrow gas field, naval petroleum
‘reserve numbered 4, to supply gas to installations of the
Department of Defense and other agencies of the United
States located at or near Point Barrow, Alaska, the native
village of Barrow, and other communities and installa-
‘tions at or near Point Barrow, Alaska. As amended Aug.
24, 1962, Pub. L. 87-599, § 1, 76 Stat. 401; Oct. 11,:1962,
Pub. T. 87-796, § 1(2), 76 Stat. 904. _

THE BILL AS REPORTED

a period not to exceed five years commencing ninety
days after the date of enactment of this subsection;
and :

“(B) to construct or procure pipelines and associ-
ated facilities for transporting petroleum from Naval
Petroleum Reserves Numbered 1,2, and 3 to the points
where the production from such reserves will be
refined or shipped.

Any pipelines and associated facilities constructed at or
procured for Naval Petroleum Reserve Numbered 1 pur-
suant to clause (b) of this paragraph shall have a com-
bined delivery capability of not less than three hundred
and fifty thousand barrels per day, and shall be fully
operable within three years after the date of enactment of
this subsection. )

“(2) The production authorization set forth in para-
graph (1) (A) of this subsection is conditioned upon the
private owner of any lands within Naval Petroleum Re-
serve Numbered 1 agreeing with the Secretary to continue
operations ‘of such reserve under a unitized plan contract
which adequately protects the public interest.

THE BILL AS REPORTED:

“(8) The production of petroleum authorized under this
subsection is not subject to the provisions of subsection
(b) (2) of this séction relating to Presidential approval or
congressional authorization ”

2t

§ 7423. Periodic re-examination of production require-
ments

The Secretary of the Navy shall from time to time re-
examine 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 reduce production to the amount currently needed
for national defense. As amended Oct. 11, 1962, Pub. L.
87-796, § 1(3), 76 Stat. 904.

§ 7430. Disposition of productions

(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

*(4) 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 authorized by law or that all
or any part. of such share be exchanged for petroleum
products of equal value for the purpose of placing such
products‘in such strategic storage facilities.”.

‘Section 7423 is amended by inserting “(a)” immediately
before ““The Secretary”; and by adding at the end thereof
the following new subsection:

“(b) During the five-year period of production, author-
ized by subsection (d) of seetion 7422 the consultation
requirements of section 7431(3) are waived but the Secre-
tary shall submit annual reports to the Armed Services
Committees of the Senate and 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 pursnant to that
authorization, including the disposition of such pro-
duction and the proceeds realized therefrom;

“(3) the status of any pipeline construction and
procurement authorized by such subsection (d);

“(4) the plans for any further exploration at Naval
Petroleum Reserve Numbered 4.”

5] 8
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refined productions, the oil and gas products, ineluding
royalty products, oil shale and products therefrom pro-
duced, from lands in the naval petroleum and oil shale
reserves, including gas products from lands in the South
Barrow gas field of the naval petroleum reserve numbered
4, and lands outside petrolewn 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 produets therefrom, under this section shall be
made by the Secretary at public sale to the highest quali-
fied 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; Oect. 11,
1962, Pub. L. $7-796, § 1(6), 76 Stat. 905.

THE BILL AS REPORTED

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

“{b) Notwithstanding any other provision of law, each
sale of the United Btates share of petreleum 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 con-
siders proper and without regard to Federal, State, or
loeal regulations controlling sales or allocation of petro-
lewm preducts,”,

{(6) Section 7430 is further amended by adding at the
end thereof the following new subsection : A

“(c) Notwithstanding any other provision of law, no
-petroleum produced from naval petroleum and oil shale
regerves may be exported from the United States, except
those that ave either (1) exchanged for equal quantities
or value for convenience or increased efficiency of trans-
portation ‘with pergons or the government of an adjacent
forergn country, or (2) temporarily exported for eonven-
ience or increased officiency of transportation across parts
of an adjacent foreign country for reentry into the United
States.”,

e
-

Section 7432 is amended to read as follows:
§ 7432, Kxpenditures: appropriations chargeable

(a) Expenses incurred by the Secretary of the Navy
with respect to the naval petroleum and oil shale 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 the President, who
shall submit estimates for those 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
: -~ account

“(a) There is hereby established on the books of the
Treasury Department a speecial account designated the
‘naval petroleumn and oil shale reserves speeial account’,
There shall be credited to such account—

“(1) all proceeds realized under this chapter from
the disposition-of the United States sharve of petroleum
or refined products;

“(2) the net proceeds, if any, realized from sales
or exchanges within the Department of Defense of
refined petroleum products acerning 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, explora-
tion, development, and production of the naval petro-
lerun and o1l shale reserves.

“{(b) Funds available in the naval petroleum and oil
shale reserve special account shall be available for expend-
iture in such sums as are specified in annual congressional
appropriations Act for the expenses of—

“(1) exploration, prospecting, conservation, de-
velopment, use, operation, and production of the naval
petroleum and oil shale reserves as authorized by this
chapter;

“(2) production (including preparation for pro-
duction as authorized by the chapter, or as may here-
after be authorized;
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THE BILL AS REPORTED

- ¥%(8) the construction and operation of :facilities
both within and outside the naval petroleum and oil
shale reserves incident to the production and the de-
livery of crude petroleum and derivatives, inelading
pipelines and shipping terminals; and

#(4) the procurement of petroleum for and the con-
struction and operation of facilities associated with
any national strategic energy reserve system as au-
thorized by law. :

“(c¢) At the beginning of each fiscal year, the Secretary
shall transfer to the Treasury of the United States as
miscellaneous receipts any amounts in the naval petroleum
and oil shale reserve special account determined by him
to be in excess of projected requirements.

“(d) The budget estimates for annual appropriations
from the naval petroleum and oil shale reserve.special
account. shall be prepared by the Secretary and shall be
presented to the Congress by the President independently
of the budget of the Department of the Navy.and the
Department of Defense. R

9t

§ 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 of the Navy elects.

(b) All money aceruing 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.
1. 87-796,§ 1(9), 76 Stat. 905.

“(e) Contracts under this chapter providing for the
obligation of funds may be entered into by the Secretary
only to the extent that funds have been appropriated
therefor, and in no event may any contract be entered
into for a period of more than five years, renewable, at
the option of the Secretary, for an additional five year
period.”.

Section 7433(b) is amended by adding immediately
before the period at the end thereof the following: “and
credited to the naval petroleum and oil shale reserve
special account”.

Sec. 2. The Secretary of the Navy shall develop and
submit to the Congress within one hundred and eighty
days after the date of enactment of this legislation, a
written proposal for the development and production of
Naval Petroleum Reserve Numbered 4. The proposal will
consider arrangements that will provide an incentive for
participation by private capital consistent with the public
interest.

O
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. 94tE CONGRESS } SENATE { RrporT
2d Session No. 94-708

DEVELOPMENT OF CERTAIN NATIONAL PETROLEUM
RESERVES

MAagrcH 23, 1976.—Ordered to be printed

_ Mr. Canwon, from the committee of conference, submitted the
following

CONFERENCE REPORT (L"

[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 establish on certain public
lands of the United States national petroleum reserves the develop-
ment of which needs to be regulated in a manner consistent with tlI1)e
total energy needs 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 Senate and agree to the same with an amendment as follows:

In Lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

That this Act may be cited as the “Nawval Petroleum Reserves
Production Act of 1976”.

TITLE I—NATIONAL PETROLEUM RESERVE IN ALASKA

DEFINITION

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

DESIGNATION OF THE NATIONAL PETROLEUM RESERVE IN ALASKA

Skc. 102. The area known as Naval Petroleum Reserve Numbered ,
Alaska, established by Ewvecutive order of the President, dated Febru-
ary 27, 1923, except for tract Numbered 1 as described in Public Land
Order 2344, dated April 2}, 1961, shall be transferred to and admin-
istered by the Secretary of the Interior in accordance with the provi-
sions of this Act. Effective on the date of transfer all lands within
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such area shall be redesignated as the “National Petroleum Reserve in
Alaska” (hereinafter in this title referred to as the “reserve”). Sub-
ject to valid existing rights, all lands within the exterior boundaries
of such reserve are hereby reserved and withdrown from all forms of
entry and disposition under the public land laws, including the min-
ing 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 lgLfS’O 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 his responsibilities under this Act,
and (3) convey the surface of lands properly selected on or before
Deocember 18, 1975, by Native village corporations pursuant to the
Alaska Native Claims Settlement Act. All other provisions of low
heretofore enacted and actions heretofore taken reserving such lands
as a Nawal 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
zfgg ?f?ecratary of the Navy to the Secretary of the Interior on June 1,
1977. ’

() With respect to any activities related to the protection of en-
vironmental, fish and wildlife, and historical or scenic values, the
Secretary of the Interior shall assume all responsibilities as of the
date of the enactment of this title. As soon as possible, but not later
than the effective date of transfer, the Secretary of the Interior may
promalgate such rules and regulations as he deems necessary and ap-
propriate for the protection of such values within the reserve.

(¢) The Secretary of the Interior shall, upon the effective date of
the tramsfer of the reserve, assume the responsibilities and functions of
the Secretary of the Nowvy under any contracts which may be in effect
with respect to activities within the reserve.

(@) On the date of transfer of jurisdiction of the reserve, all equip-
ment, 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 trans-

ferred without reimbursement from the Secretary of the Nawy 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 Secre-
tary 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

Skc. 104. (@) Except as provided in subsection (e) of this section,
production of petroleum from the reserve is prohibited and no develog-
ment leading to production of petroleum from the reserve shall be
undertaken until authorized by an Act of Congress.

e

3

(0) Any ewploration within the Utukok River, the Teshekpuk
Lake arcas, and other areas designated by the Secretary of the Interior
contmining 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.

(¢) The Secretary of the Navy 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 re-
quest to facilitate the transfer of jurisdiction;

(2) provide to the Committees on Interior ond Insular Afairs
of the Senate and the House of Representatives copies of any re-
ports, plans, or contracts pertaining to the reserve that are re-
quired 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 ewecuting any new contract or amendment to any ewisting
contract pertaining to the reserve and allow him a reasonable op-
portug&ity to comment on such contract or amendment, as the case
may be. V

(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

ecretary of the Interior— ,

(7) s authorized to enter into contracts for the exploration o
the reserve, except that no such contract may be entered into wntil -
at least therty days after the Secretary of the Interior has pro-
vided 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 advizes the Secretary of the Interior that any
such contract would wnduly restrict competition or be inconsistent
with the antitrust laws, then the Secretary of the Interior may
not ewecute that contract;

(2) shall submit to the Committees on Interior and Insular
Affairs of the Senate and the House of Representatives any new
plans or substantial amendments to ongoing plans for the explora-
tion of the reserve. All such plans or amendments submitted to
such committees pursuant to this section shall contain a report by
the Attorney Generdal 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 siwty

days after they have been submitted to such committees; and

(8) shall report anrually 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) Until the reserve is transferred to the jurisdiction of the Secre-
tary of the Interior, the Secretary of the Navy is authorized to develop
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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 commumities and in-
stallations at or near Pownt Barrow, Alaska, and to installations of the
Department of Defense and other agencies of the United States
located at or mear 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

Skc. 105. (a) Section 164 of the Energy Policy and Conservation
Act (89 Stat. 871, 889), is hereby W/M%d by deleting in the first
sentence “to the Congress” and by inserting in liew thereof “to the
Committees on Interior and Insular Afairs of the Senate and House
of Representatives”.

(5) (1) The President shall direct such Ewecutive departments and/
or agencies as he may deem appropriate to conduct a study, in con-
sultation with representatives of the State of Alaska, to determine
the best overall procedures to be used in the development, production,
transportation, and distribution of petrolewm resources in the reserve.
it/S_'uci:, ;My shall include, but shall not be limited to, a considera-
ion of —

(A) the alternative procedures for accom%lz’shing the devel-
opment, production, transportation, and distribution of the petro-
lewm resources from the reserve, and

(B) the economic and environmental consequences of such

alternative procedures.

(2) The President shall make semionnual progress reports on the
tmplementation of this subsection to the Conumittees on Interior and
Insular Affairs of the Senate and the House of Representatives begin-
ning 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 jurisdic-
tion of the reserve, and arnmually thereafter, report any findings or
conclusions developed as a result of such study together with appro-
priate supporting data and such recommendations as he deems desir-
able. The study shall be completed and submitted to such committees,
together with recommended Z}rocedures and any proposed legislation
nggzssary to implement such procedures not later than January 1,
1980.

{e) (1) The Secretary of the Interior shall establish o 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 ufon such lands, (B) the scenic, histori-
cal, recreational, fish and wildlife, and wilderness values, (C) min-
eral 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 community, and such

- offices and bureaus of the Department of the Interior as the Secre-
tary of the Interior deems appropriate, including, but not limited to,
the Bureauw of Land Management, the United States Fish and Wild-
li;e A}S:ewice, the United States Geological Survey, and the Bureau
of Mines.

HE

%
2
¥

63

¥
1

5

(8) The Secretary of the Interior shall submit a report, together
with the concurring or dissenting wiews, 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 en-
actment of this title and shall include in such report his recommen-
dations with respect to the value, best use, and appropriate designation
of the lands referred to in paragraph (1).

ANTITRUST PROVISIONS

Skc. 106. Unless otherwise provided by Act of Congress, whenever
development leading to production of petroleum is authorized, the pro-
visions of subsections (g), (R), and (%) of section 7430 of title 10,
United States Code, shall be deemed applicable to the Seore 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 produc-
tion 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

Skc. 107. (a) There are authorized to be appropriated to the Depart-
ment of the Interior such sums as may be necessary to carry out the
provisions of this title. . . i )

(b) If the Secretary of the Interior determines that there is am im-
mediate and substantial increase in the need for municipal services and
facilities in commanities located on or near the reserve a3 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. com-
mumities as a result of the increased meed for such services and fa-
cilities, then he is authorized to assist such communities in meeting the
costs of providing increased mumicipal services and facilities. Zjhe
Secretary of the Interior shall carry out the isions of this section
through ewisting 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 3
being made awailable.

TITLE II—NAVAL PETROLEUM RESERVES

Skc. 201. Chapter 641 of title 10, United States Code, is amended as
ollows :
4 (1) Immediately before section 7421 insert the following mew
section:
“§ 7420. Definitions
“(a) In this chapter— .
“(1) ‘national defense’ inoludes the needs of, and the planning
and preparedness to meet, essential defense, industrial, and mili-
tary emergency enerqgy requirements relative to the national safe-
ty, welfare, and economy, particularly resulting from foreign mil-
itary or economic actions;
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“(2) ‘naval petroleum reserves’ means the naval petrolewm 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 Presi-
dent, dated September 2, 1912; Nawal Petrolewm Reserve Num-
bered 2 (Buena Vista), located in Kern County, Colifornia, es-
tablished by Executive order of the President, dated December 13,
1912; Nawal Petrolewm Reserve Numbered 3 (Teapot Dome),
located in Wyoming, established by Executive order of the Presi-
dent, dated April 30,1915 ; Naval Petroleum Eeserve Numbered 4,
Alaska, established by Ewxecutive order of the President, dated
February 27, 1923 (until redesignated as the National Petroleum
Reserve in Alaska under the jurisdiction of the Secretary of the
Interior as provided in the Nawal Petrolewm Reserves Production
Act of 1976) ; Oil Shale Reserve Numbered 1, located in Colorado,
established by Executive order of the President, dated December 6,
1916, as amended by Ewxecutive order dated Jume 12, 1919; Oil
Shale Reserve Numbered 2, located in Utah, established by Execu-
tiwe order of the President, dated December 6, 1916 ; and Oil Shale
Reserve Numbered 3, located in Colorado, established by Evecutive
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 the Nawy

“(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) ‘mawimum efficient rate’ means the mawimum sustainable
daily 0il 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—

(4) by striking out “of the Nawy”;

(B) by striking out “and oil shale”;

(0) by striking out “for naval purposes” and inserting in liew
thereof “for national defense purposes”; and

(D) by striking out “section 7438 hereof” and inserting in liew
thereof “this chapter”.

(3) The text of section 7}22 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 petro-
lewm reserves in his discretion, subject to the provisions of subsection
(¢) 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 os 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 ewtent
that the Secretary, with the approval of the President, finds that
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such production i needed for national defense purposes and the
production is authorized by a joint resolution of Congress.
“(e) (1) In administering Nawal 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 enact-
ment of the Naval Petrolewm Reserves Production Act of 1976,
to produce such reserves at the maximum efficient rate consistent
with sound engineering practices for a period not to ewceed 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
p;tdrolem produced from such reserves as hereinafter provided;
@

“(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 petro-
lewm 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 other-
wise operated as a common carrier may be acquired by the Secretary
by condemmation, if necessary, if the owner t}gereof refuses to accept,
convey, and transport without discrimination 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.S8.C. 258(a)), and the prospective
holder of the right-of-way is ‘the authority empowered by law to
acquire the lands’ within the meaning of that Act. Such new pipelines
shall accept, convey, and transport without discrimination and at rea-
sonable rates any petroleum produced 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 hun-
dred fifty thousand barrels of oil per day and shall be full;/wopemble
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 siz-year production period author-
ized 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 exceed three years each—

“(A) after the President requires an investigation to be made,
in the case of each extension, to determine the necessity for con-
tinued production from such mawval petroleum reserve;

“(B) after the President submits to the Congress, at least one
hundred eighty days prior to the expiration of the current
production period prescribed by this section, or any extension
thereof, a copy of the report made to him on such investigation
together with a certification by him that continued production
from such naval petrolewm reserve isin the national interest; and
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“(0) if neither House of Congress within ninety days after
receipt of such report and certification adopts a resolution dis-
approving 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, 48 conditioned u 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 ade-
quately 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 author-
ized to exercise the authority for condemmation 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 742} is amended—

(A4) by deleting “of the Navy” in the text of subsection (a)
preceding clouse (1) ;

(B) by deleting “and oil shale” in subsection (a) (1) in the text

preceding subclause (A) ;s and
(C) by deleting “in the ground” in clouse (1)(A4) of sub-
section (a).

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

(7) Section 7426(a) i3 amended by striking out “the Secretary of
the Navy” and inserting in Ueu thereof “Subject to the provisions of
section 7422 (c), the Secretary”.

(8) The first and second sentences of section 74287 are amended by
striking out “of the Navy™. ,

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

(10) The first sentence of section T}89 is amended by deleting “of
the Navy™.

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

“(a) In administering the nawal petroleum reserves under this chap-
ter, the Secretary shall use, store, or sell the petrolewm produced from
the naval petrolewm reserves and lands covered by 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 af
- 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 a,lg)mtwn of petroleum
products.

“(¢) In no event shall the Secretary permit the award of any con-
tract 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 petrolewm produced from Naval Petroleum
Reserve Numbered 1.
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“(d) Each proposal for sale under this title shall provide that the
terms of every sale of the United States share od[ petrolewm from the
nawal petroleum reserves shall be so structured as to give full and
equal opportunity for the acquisition of petroleum by oll interested,
persons, including major and independent oil _producers and
refiners alike. When the Secretary, in consultation with the Secretary
o{ethe 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, ewcept that—

“(1) mone of the production sold to small refiners may be resold
in kind;

“(2)  production must be s0ld at a cost of not less than the pre-
vailing local market price of comparable petrolewm;

“(3) the set-aside portion may not exceed 25 per centum of the
estimated anmual United States share of the total production from
all ‘producing naval petrolewm reserves; and . .

“(4) motwithstanding 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 petrolewm among such refiners
for sale, without competition, at not less than the prevailing local
market price o{ comparable petrolewm.

“(e) Any pein produced. from the naval petroleum reserves,
ewcept such, petrolewm 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 whick @8 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 requirements o
the Export Administration Act of 1969 (83 Stat. 841) and, in addition,
before any petrolewm subject to this section may be exported under
the limitations and licensing requirement and penalty and enforce-
ment provisions of the Export Administration Act of 1969, the Presi-
dent must make and publish an express finding that such exports will
not diminish the total quality or quantity of petrolewm available to the
United States and that such exports are in the national interest and
are in accord with the Evport Administration Act of 1969.

“(f) During the period of production or any ewtension thereof
authorized by section 7492 (c), the consultation and approval require-
ments 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 develozh;
ment, production, or sale of petrolewm in or from the reserves, ¢
Secretary 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. )

“(2) No contract or operating agreement may be made, issued, or
ewecuted under this chapter until at least thirty days after the Sec-

T Rernd  GAWTOR (e Tihere 7
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retary notifies the Attorney General of the proposed contract or op-
erating agreement. Such notification shall contain such information
as the Attorney General may require in order to advise the Secretary
a8 to whether such contract or operating agreement may create or
maintain a situation inconsistent with the antitrust laws. If, within
such thirty day period, the Attorney Gemeral advises the Secretary
that a contract or operating agreement may create or maintain a sit-
uation inconsistent with the antitrust lonws, then the Secretary may not
make, issue, or execute that contract or operating agreement.

“(f:) Nothing in this chapter shall be dee to confer on any per-
gon 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
agamst unlawful restraints and monopolies’, approved July 2,
1890 (16 U.8.C. 1 et 8eq.), as amended ;

“(2) the Act entitled ‘An Act to supplement existing laws |
s,

agaanst unlowful restraints and monopo and for other pur-
poses’, approved October 16, 191} (16 U.S.C. 12 et seq.), as
amended;

“(8) the Federal Trade Commission Act (16 U.S.C. 41 et seq.),
as amended; :

“(4) sections 73 and 74 of the Act entitled ‘An Act to reduce
tazation, to provide revenue for the Government, and for other
purposes’, approved August 27, 1894 (16 U.S.C. 8 and 9), as
amended ; or

“(8)- sections 8, 3, and }, of the Act of June 19, 1936, chapter
592 éi& U.8.0.13a,13b,and 21a).

“(7) Any pipeline which accepts, conveys, or transports any petro-
lewm produced from Nawval Petrolewm Reserves Numbered 1 or Num-
bered 3 shall accept, convey, and transport without discrimination and
at reasonable rates any such petroleum as a common carrier insofar as

etroleum from such reserves is concerned. Every contract entered into
Sg/ the Secretary for the sale of any petroleum owned by the United

tates whick is d from such reserves shall contawn provisions
implementing the requirements of the preceding sentence if the con-
tractor owns a controlling interest in any pipeline or any company
operating any pipeline, or is the operator of any pipeline, which carries
any petrolewm produced from such naval petro reserves. The Sec-
retary may promulgate rules and regulations for the purpose of carry-
ing out the provisions of this section and he, or the Secretary of the
Interior where the authority extends to him, may declare forfeit any
coniract, operating agreement, 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
utility subject to regulation by a State or municipal requlatory agency
having jurisdiction to regulate 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 t%at 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
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by sections 161 through 166 of the Energy Policy and Conservation
Act or that oll or any part of such share be exchanged for petrolewm
of equal value for the purpose of placing such petrolewm in such
strategic storage facilities.”. - .
(12) Section 7}31 is amended—
(A; by inserting “(a)” immediately before “The Committees”;
(B) by striking out “or oil shale” in clauses (1) and }Qg 5
(C) by striking out “and 0il 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 insert-
% in liew thereof “petrolewum (other than royalty oil and gas)”;

(E) Zg/ adding at the end thereof the following new subsections:
“(8)(1) During the period of production authorized by section
7422(c), the Secretary shall submit to the Committees on Armed
Services of the Senate and the House of Representatives any new plans
or substantial amendments to ongoing plans for the exploration, de-
velopment, and production of the naval petroleum reserves.

“(2) AUl 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 amendmenits shall
not be implemented until sixty days after such plans or amendments
have been submitted to such commyittees.

- “(e) During the period of production authorized by section 7422 (c),

/the Secretary shall submit annual reports as of the first day of ¢

fiscal year to the Committees on Armed Services of the Senate and
the House of Representatives, and such committees shall cause such
reports to be printed as a Senate or House document, as appropriate.
The Secretary shall include in such reports, with respect to each naval
petrolewm reserve, an explanation in detail of the following :
“(1) the status of the exploration, development, and production
programs; T .
“(2) the production that has been achicved, including the dis-
position 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 production from
the naval petroleum reserves 5 and,
“(5) such other information regarding the reserve as the Secre-
tary deems appropm’ate.”.
(13) Section 7432 i3 amended to read as follows:

“§7432. Naval petroleum reserves special account
“(a) There is hereby established on the books of the Treasury De-
partment a special account designated as the ‘naval petroleum reserves
special account’. There shall be eredited to such account— .
“(1) all proceeds realized under this chapter from the disposi-

tion 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 petrolewm products
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accruing to the benefit of any component of that departmeni as
the result of any such sales or exchanges;

“(8) such additional sums as may be appropriated for the main-
tenance, operation, exploration, development, and production of
the naval petroleum reserves;

“(4) such royalties as may accrue under the provisions of sec-
tion 7433, and

“(8) any other revenues resulting from the operation of the
naval petrolewm reserves.

“(b) Funds awailable 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) ewploration, prospecting, conservation, development, use,
operation, and production of the naval petrolewm reserves as au-
thorized by this chapter;

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

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

“(4) the procurement of petroleum for, and the construction
and opération of facilities associated with, the Strategic Petroleum
Reserve authorized by sections 161 through 166 of the Energy
Policy and Conservation Act; and

“(8) the exploration and study of the National Petroleum Re-
serve in Alaska as authorized in title I of the Naval Petroleum
Reserves Production Act of 1976.

“(e) The budget estimates for annual appropriations from the naval
petroleum reserves special account shall be prepared by the Secretary
and shall be presented to the Congress by the President independently
o; gwf 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 /{ieo)e-year
period; however, such contracts may obligate funds only to the extent
that such funds are made available in annual approprations.”.

(14) Section 7}33(a) is amended by striking out “of the Navy”.

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

(16) Section 743} is. amended by striking out “and oil shale”.

(27) Section 7}35(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 the Navy” wherever 1t occurs.

(20) The table of sections at the beginning of such chapter is
amended— ~

(4) by inserting immediately before
“1421. Jurisdiotion and control.”
the following :
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“7420. Definitions.”
(B) by striking out:
“7432. Expenditures; appropriations chargeable.”
and inserting in liew theredf the following :
“1432. Nawal petroleum reserve special account.”

And the Senate agree to the same.
Howarp W. CANNON,
Joun C. STENNIS,
STUART SYMINGTON,
Sam NuUwN,
Gary Harr,
Henry M. JACKSON,
Lee METcALF,
Froyp K. HASEKELL,
StroM THURMOND,
Wiiam L. Scorr,
Roeert Tarrt,Jr.,
Crrrrorp P. HANSEN,
Dewey F. BarTLETT,

Managers on the part of the Senate.

Joux MELcHER, '
Harowp T. JoHNSON,
Paure Burtonw,
Harorp RunwNeLs,
GEORGE MILLER,
MeLvin Price,
Cuarues E. BENNETT,
JoE SkuBITZ,
SaM STEIGER,
Wicniam L. Dickinson,
F. Epwaro HEBERT,
Joun F. SemerrING,
Dox Youna,

Managers on the part of the House.




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 by 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 reaching a, ent 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.

ComrarisonN or Magor IssuEs AND Finar ReEcoMMENDATION

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 com-
parison impractical. The two versions of the bill sought to achieve
somewhat different objectives through different agencies. However,
both bills sought to solve a long-existing issue of great national
importance, viz. 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 cer-
tain stated exemptions). Under the House bill, lands in the naval pe-
troleum reserves could be included in this new system after consulta-
tion with the Secretary of Defense and thereby be excluded from the
naval petroleum reserves. In the forty-eight contiguous States devel-
opment 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. o

“The Senate amendment, on the other hand, authorized production
from these Naval Petroleum Reserves 1, 2, and 8 under the jurisdie- .

tion"of the Navy for a period of five years with the objectives of (1)

adsuring the readiness of the reserves to produce in the future and-

(2) using the proceeds from the sale of the petroleum produced to
permit complete development of the reserves and to partially-offset
the costs associated with a strategic energy reserve system designed

to store an immediatély available quantity of petroleum for emer-
gerncy use. During the period of production authorized in the Senate

(14)
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bill, the House objective of increasing domestic petroleum production
would be realized.

In reaching a compromise the Committes of Conference agreed to
leave jurisdiction for Naval Petroleum Reserves 1, 2 and 8 with the
Secretary of Navy, and to réquire him to take steps to bring these
reserves into 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
extensions for periods of three years each under specified
circumstances,

NAVAL PETROLEUM RESERVE 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 to continue exploration of the reserve and report
progress annually to Congress, but it required further Congressional
authorization before any developmente?eading 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 estab-
lished 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, develop-
ment, 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 Labo- -
ratory near Point Barrow, Alaska. Unlike the immediate transfer im-
plicit 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 seison 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
est-abllrils%x a task force, under the direction of the Secretary of the In-
terior 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
consideration in depth of alternatives for the development, production,
transportation and distribution of petroleum in the reserve under the
direction of the President, in consultation with the representatives of
the State of Alaska. The 180-day FEA study, authorized by Public
Law 94-163, which 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 BALES AND SMALL REFINERS

In H.R. 49 as approved by the House, the Secretary of the Interior
was directed to use competitive bidding procedures in the sale of
any petroleum from 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 indi-
rectly 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 fo be sold by the ecretar{ of Navy to the highest quali-
fied bidder at such time and in such amounts as the Secretary of
Navy considered proper and it also required such sales to be struc-
tured 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 ten-
dered. It specifically provided that such sales might be made with-
out regard to Federal, State or local regulations controlling sales or
allocation of petroleum products.

The Committee of Conference recommends that all sales of petro-
leum by the Secretary of Navy be made at such time and in such
amounts as he deems proper to the highest qualified bidder for pe-
riods of not more than one year. It also requires that each sale be
structured to give full and equal opportunity to all companies. Fur-
thermore, it prohibits the sale of more than 20 percent of the esti-
mated Federal share of petroleum produced from Elk Hills to an
buyer in a single year. To promote competition and to assist small
refiners not having adequate sources of supply of petroleum, the Sec-
retary is authorized to set aside up to 25 percent of the estimated
Federal share of production from the reserves for sale to such re-
finers 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 compe-
tition, the House-approved bill required the Secretary of the Interior
to consult with the Attorney General at each stage in 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 sub-
mitted to the Congress were to contain a report by the Attorney
General on the anticipated effects of these upon competition. Further-
more, the Secretary was to be prohibited from entering into any con-
tract until the Attorney General was given an opportunity for re-
view 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; conseclluently, the Committee has included antitrust pro-
visions 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 rules and regulations, finalize any plans of
development, or execute any contracts for the development, production,
or sale of petroleum from the reserves, he must consult with the At-
torney 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 Attor-
ney General of his intention. If 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 required to include in all plans submitted to the Con-
gress, 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 (for-
merly Naval Petroleum Reserve No. 4), the Secretary of Interior
is anthorized to enter into contracts for the explortion of the reserve,
but at least thirty days before executing such contracts, he must sub-
mit them to the X.ttorney 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. If
development leading to production is authorized at the reserve, then,
unless Congress 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 main-
tained as a common carrier and the Secretary of the Interior was to
have the authority to make necessary rules and regulations to carrg
out this provision. Any violation of such rules and regulations coul
result in the Secretary voiding any contract, operating 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 trans-
portation 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 petroleam 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 petro-
leum 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; o

Fourth, if a pipeline in the vicinity refuses to transport petro-
leum from these reserves as a common carrier, then the Secre-
tary 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 com-
mon carrier pipelines. )

The Committee of Conference accepted the Senate approach with
respect to pipeline facilities for production from Elk Hills which re-
quires the Secretary to have available adequate eapacity to accom-
modate 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 regu-

lations 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.

STRATEGIC STORAGE AND NAVAL PETROLEUM RESERVES SPECTAL 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 ac-
count 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 ap-
propriated 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 Re-
serves 1, 2, and 3.

if
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The Senate amendment also contained the complete authority estab-
lishing a strategic reserve system, Since approval of H.R. 49, by the
House and Senate, the Energy Policy and Conservation Act, provid-
ing 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 afl 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 pro from in-
ternal sales of petrolenm within the Department of Defense, appropri-
ations made by Congress for such reserves and any royalties or other
revenues derived from the operation of such reserves. %‘his special ac-
count is not to be the exclusive source of funds for the conduct of ac-
tivities 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
operation of the naval petroleum reserves, (2) the Secretary of the
Interior in connection with exploration and study costs associated
with the National Petroleum Reserve in Alaska, and (8) the Admin-
istrator 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 con-
ferees were aware that anticipated receipts would not offset the outlay
requirements of all three of the agencies eligible to utilize the funds,
and the President, in all likelihood, will find it necessary to apportion
the available monies between the three agencies. The conferees ex-
ect the Budget Committees to consider all of these funds under the
‘Natural resources, environment, and energy functional” category.

CONGRESSIONAL OVERSIGHT

Both versions of H.R. 49’ provided for oversight responsibilities
to be vested either in the Interior and Insular Affairs Committees (un-
der the House language) or in the Armed Services Committees (un-
der the Senate language). The Committee of Conference agreed that
continued Congressional oversight over all aspects of the implementa-
tion of this legislation would be important, Since Naval Petroleum
Reserve No. 4 in Alaska is to be transferred to the Interior Depart-
ment, the Committee is recommending that all contracts, plans, reports,
etc. involving this area be referred directly to the Committees on In-
terior 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.

SeorioN BY SECTION ANALYSIS
TITLE I—NATIONAL PETROLEUM RBRESERVE IN ALASEKA

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 gasoline, and related hydrocarbons (tar sands, asphalt,
propane, butane, etc.), oil shale and the products of such resources.

Skc. 102 provides that, except for surface of the lands in Tract 1 as
described in Public Land Order 2344 which are being used for the
Naval Arctic Research Laboratory, all of the public lands whether pre-
viously 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 jurisdic-
tion of the Secretary of the Interior from the Secretary of the Navy,
but Federal agencies conducting authorized activities not inconsistent
with the Act may be permitted to continue such activities to the extent
they do not interfere with the administration of the land by the Secre-
tary. All lands within this new “National Petroleum Reserve in
Alaska” are statutorily withdrawn from all forms of entry and dispo-
sition under the public land laws and mining and mineral leasing laws.
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 with-
drawal includes o/ lands within the boundaries of the 1923 Executive
Order in order to override the unexpected interpretation of that order
by the United States Court of Appeals for the Ninth Circuit in Arnold
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, includ-
ing the right to apply for surface rights within the Naval Petroleum
Reserve until December 18, 1975, this legislation authorizes the Sec-
retary 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 mate-
rials (e.g., sand, gravel, and crushed stone, which for the purpose of
this legislation are considered to be a part of the subsurface mineral
estate) which the Secretary may permit to be used for maintenance or
development of local services by native communities or for use in con-
nection with activities associated with administration of the reserve
under this Act.

Skec. 103 provides that jurisdiction over Naval Petroleum Reserve
No. 4 shall be transferred to the Secretary of the Interior on June 1,
1977, 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 historical values of the area is vested
in the Secretary of the Interior immediately upon enactment of this
Act so that any activities which are or might be detrimental to such
values will be carefully controlled. When complete jurisdiction over
the reserve is transferred on June 1, 1977, the Secretary of the Interior
will assume all rights and obligations incurred under contracts exe-
cuted by the Secretary of the Navy with respect to activities in the
reserve.

To make this transfer of jurisdiction orderly, the legislation requires
that all equipment, facilities, and property associated with explora-
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tion of the reserve be transferred by the Secretary of the Navy, with-
out reimbursement, to the Secretary of the Interior and provides that
any unexpended funds previously appropriated for use in connection
with the reserve be transferred to the Secretary of the Interior for use
in connection with the reserve as intended by the Congress when such
appropriations were made. In this connection the legislation also trans-
fers the civilian personnel ceilings assigned to the management and
operation of the reserve to the Interior Department. It is not expected
that non-civilian Navy personnel will transfer to the Department of
the Interior, but it is intended that the number of positions allocated
to the management and operation of the reserve will continue at ap-
proximately the same level after the transfer takes place so that ac-
tivities at the reserve will continue at least at their current level.

Skc. 104 makes it absolutely clear that only exploration is authorized
at the National Petroleum Reserve in Alaska. After the studies are
completed and transmitted to the Congress, as required by the legisla-
tion, then the Congress will determine how future development and
production will take place. Until authorized by the Congress, there
will be no production of petroleum from this reserve, except for a
limited quantity from the South Barrow gas field which is essential
to the Native village of Barrow and other communities and installa-
tions near Point Barrow.

The legislation makes it clear that the Secretary may designate
certain areas—including specifically the Utukok River area and the
Teshekpuk Lake area—where special precautions may be necessarﬁ
to control activities which would disrupt the surface values or distur
the associated fish and wildlife habitat values and related subsistence
requirements of the Alaska Natives.

It is the intention of this provision to immediately authorize the
Secretary to require that the exploration activities within these des-
ignated areas be conducted in a manner designed to minimize adverse
impacts on the values which these areas contain. While “maximum
protection of such surface values” is not a prohibition of exploration-
related activities within such areas, it is intended that such explora-
tion operations will be conducted in a manner which will minimize
the adverse impact on the environment.

To this end, the Secretary is expected to take into consideration
the needs of resident and migratory wildlife and to schedule explora-
tion activities in a manner which, and at such seasons as, will cause
the least adverse influence on fish and wildlife. In scheduling explora-
tion activities in such an area the Secretary should take steps to mini-
mize any adverse effects on native subsistence requirements and
associated fish and wildlife values. Specifically, he should conduct
exploration activities in these areas during times of the year when the
caribou calving season and the nesting and molting seasons of the
birds can be avoided. .

While this provision suggests that certain areas should receive
special consideration, the Members of the Committee of Conference
do not mean to imply that the Secretary should ignore the environ-
mental ramifications of exploration activities in other areas. On the
contrary, it is expected that the Secretary will take every precaution
to avoid unnecessary surface damage and to minimize ecological dis-
turbances throughout the reserve.
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Until the actual transfer of the reserve to the Department of the
Interior, the legislation requires the Secretary of the Navy to con-
tinue 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, 1977, he should move forward on the exploration pro-
gram which for fiscal year 1977 envisions the drilling of five
exploratory wells and the completion of approximately 3,000 miles of
selsmic 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 pro-
gram 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 responsi-
bility for the conduct of operations under contracts negotiated by the
Secretary of the Navy, after 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 In-
terior a veto power over such contracts or changes, because it is

-generally understood that no new contracts are anticipated in the
%oreseeable 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 Secre-
tary 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 suf-
ficiency 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 inconsist-
ent with the antitrust laws. For the purposes of adequate oversight
over such proposed actions, the Secretary is required to transmit all
plans, or substantial amendments to plans, to the Committees on In-
terior and Insular Affairs of the House of Representatives and Senate
and to report annually to such Committees on the progress of, and
future plans for, exploration of the reserve.

Public Law 93-153, which modernized the law relating to rights-of-
way over Federal lands and authorized the Trans-Alaska oil pipe-
lines, 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 sex be excluded
from activities carried out under authority of Title IT of that Act.
The Committee of Conference expects both the Secretary of the In-
terior and the Secretary of Navy to follow the principles set out in
section 408 of P.L. 93-153 in implementing H.R. 49.

The legislation specifically authorizes the Secretary of the Navy
to develop and continue 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 Point Barrow. Once the transfer of the re-
serve is effected, the Secretary of the Interior is authorized to take all
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necessary actions to continue such service, including the develop-
ment of additional fields, if necessary. The Secretary is not ex-
pected 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 equitable rate should take into consideration the special condi-
tions 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 charged other users.
On the contrary, the Secretary should take into consideration the av-
erage disposable income of the residents of the village and other fac-
tors 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.

Skc. 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, 1975, will be completed and transmitted to the Commit-
tees 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
through appropriate executive departments or agencies and in consul-
tation with the State of Alaska shall make a detailed study of the pe-
troleum 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 con-
sider 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 reports of his findings and conclusions will be transmitted to
the Committees on Interior and Insular Affairs of the House of Repre-
sentatives 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 determine 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
values, other than petroleum, which the lands within the reserve con-
tain. In addition to considering the importance of this area to the
natives who depend upon this area for subsistence, this task force is
directed to consider the natural, scenic, wildlife, and wilderness values
which it contains as well as the potential for minerals, other than pe-

troleum, 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 submit the report of the task force, together with his
recommendations, to the Committees on Interior and Insular Affairs
within three years after enactment of HL.R. 49, but it shall-contéin
the concurring or dissenting views of any non-Federal representative
who submits his views i writing to the Secretary within 80 days aftér
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the Secretary announces his intention to forward the report as re-
quired by the legislation. It is not intended that either study author-
ized by this Act should preclude any action by either Secretary which
this legislation otherwise authorizes. o .

Skc. 106 provides that if the Congress enacts legislation authorizing
development leading to production, then the Secretary shall consult
with the Attorney General in formulating regulations, developing
plans, and on all contracts or operating agreements relating to de-
velopment, 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 produc-
tion at the reserve, this section is not intended to delay or interfere
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 com-
munities experiencing substantially increased needs for municipal
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

Skc. 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 follow-
ing terms: )

“National defense” includes not only military emergencies, but also
economic emergencies such as the one which occurred during the
Arab embargo of 1973.. )

“Naval Petroleum Reserves” are defined to include the four exist-
ing 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, 1977,
when it is to be redesignated as the National Petroleum Reserve 1n
Alaska in accordance with the provisions of title I of the Act.

The term “petroleum” is defined exactly the same way as in title I.

“Maximum efficient rate” implies that production shall be con-
ducted in a manner which will assure the most efficient development
to maximize ultimate recovery of petroleum from the reservoir. The
Members of the Committee of Conference recognize that the Secre-
tary of Navy retains, under the unit plan contract at NPR #1, the
fullY and absolute power to determine the rate of development, as
well as the volume and rate of production consistent with the objec-
tives 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 refiner”,
the legislation incorporates, by reference, the standards applied by
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the Small Business Administration in qualifying a refinery as a
small business refiner. -

Amendment 2 makes some technical changes in the chapter and
provides that the naval 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 the
Secretary to produce the petroleum 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 maximum 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 exfpected to exhaust every possibility of utilizing private facilities
or of encouraging private enterprise to construct facilities before he
undertakes construction or condemnation 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-of-
way may be acquired by the use of condemnation under Federal
statutory authority, but such pipelines must be operated as common
carriers. At Naval Petroleum Reserve No. 1 (Elk Hills) pipelines
and associated facilities capable of cdrrying 350,000 barrels of oil
per day are required to be available nolt—?’ater than three years after
the date of enactment of this legislation. This provision was included
in the Act in order to assure the availability of adequate facilities to
promptly transport petroleum from Elk Hills and maintain produc-
tion 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 legisla-
tion. After six years of production, the reserves will again be shut-in
unless the President takes steps to extend the operations.. To accom-
plish 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 the 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
agreement to this effect within 90 days after the enactment of the
legislation. Failure to reach such an agreement could result in the
acq}tllisition of the outstanding private holdings if the Secretary deems
such action necessary in 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.

Amendment 5 also makes some technical changes in the Chapter,
but it contains one significant substantive revision. Under existing law,
the Secretary of the Navy is required to consolidate and protect Federal
oil lands by contracting with private owners and lessees of lands
within or adjacent to naval petroleum reserves to conserve oil and gas
“in the ground.” As recommended by the Committee of Conference, the
Secretary may continue to contract with such private parties for the
wisest conservation and development of the petroleum in the reserves,
but he is not required to keep it in the ground. In fact, the intention
of the provisions of the legislation is to assure the development of
petroleum in the reserves at the maximum efficient rate for the six-year
period of production authorized or any extension.

Amendment 6 makes a technical change in section 7425 to conform
to the definitions contained in the legislation. ‘

Amendment 7 makes it clear that the Secretary may make con-
tracts for joint, unit or cooperative plans for exploration, prospecting,
conservation, development, use or operation within the Elk Hills
reserve, but in making such contracts he is required to pursue the
objective of this legislation, véz. to develop Elk Hills so that produc-
t.ion will achieve the maximum efficient rate at the earliest possible

ime.

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 defini-
tions section of this legislation.

Amendment 11 deals with some of the most critical issues of the pro-
osed legislation. Specifically it deals with the following matters re-
ated 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
produced at the reserves. In agreeing to this provision, the conferees
recognized that some use of some of the products of the reserves might
be required in connection with operation and production activities. For
example, gas produced from the reserves could be used for power gen-
eration or reinjection, but this authority does not extend beyond the
authority to use these products in connection with activities directly
related to production of the naval petroleum reserves. Except as au-
thorized for strategic storage in subsection (k), it is intended that the
storage authorized is limited to storage incident to the sale of petro-
leum and should not exceed more than is necessary to handle normal

- fluctuations in marketing volumes. Under subsection (k), the Presi-

27

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.

2. Sale of Petrolewm '

All sales of petroleum by the 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 companies—
majors and independents alike—a “full and equal opportunity for the
acquisition of petroleum” from the reserves. In no event, may more
than 20 percent of the Federal share of production of petroleum from
Elk 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 may be
made by the Secretary “without regard to Federal, State or local
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 price 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. .

The Committee recognized that in effecting sales to ensure the
limitations of no more than 20 percent to one person and in con-
sidering a small business set aside the Secretary will have to estimate
his production for the following year and package his contracts ac-
cordingly. The Secretary is not expected or required to terminate con-
tracts 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 Secretary is required to structure bids in
such amounts as to allow all potential qualified purchasers to bid on
the Federal petroleum to be sold. In addition the Secretary, after con-
sulting with the Secretary of the Interior, may find it in the public
interest to set aside up to 25 per cent of the estimated Federal produc-
tion from the reserves for small refiners not having an adequate source
of supply of petroleum of their own. In making such a set-aside, the
Secretary may prorate such petroleum among small refiners, without
competitive bids, but such petroleum must then be sold at the pre-
vailing local market price for comparable petroleum. The legislation
specifies that the Secretary, in making any sales under the set-aside
provision, must require the processing 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 development,
contracts or operating agreements relating to the development,
production, or sale of petroleum, the Secretary is required to consult
with, and consider the views of, the Attorney General. In agreeing to
this provision, the Committee of Conference recognized that such con-
sultation 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 proceedings 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 contracts. 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 ad-
vises 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 agree-
ment. In the absence of such an adverse finding by the Attorney
General within thirty days, the Secretary may proceed to finalize the
agreements. ‘

5. Common Carrier 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 com-
mon 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 any Federal petroleum
must require the purchaser, if he is the owner of a controlling in-
terest in any pipeline, the owner of a controlling interest in any
company operating a pipeline, or the operator of a pipeline which
carries petroleum froin such reserves, to transport petroleum
from such reserves without discrimination and at reasonable
rates as a common carrier. o )

These provisions are not intended to make such pipelines “tradi-
tional” 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 1s to require only the
transportation of petroleum from the specified reserves whenever the
pipeline involved 1s not otherwise operated as a common carrier, and
then only when the pipeline carries some production from the reserves
or is controlled by some person (person, association, 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 violates any such rule or
regulation, the Secretary may take appropriate action to cancel any
contract, operating agreement, right-of-way, etc. which he may have
issued. Furthermore, he may request that the Secretary of the In-
terior, 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 ap-
plies to these reserves. The purpose of this enforcement procedure is
‘to assure compliance with the rules and regulations which the Secre-
tary of the Navy is expected to issue.

6. Exportation of Petrolewm

Except for petroleum which may be exchanged in similar quantities
with persons or the government of an adjacent foreign state or which
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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 interest, and they
are in compliance with the Export Administration Act of 1969.

7. Consultation Requirements

For the duration of the production period—i.e. the initial 6 years

and any additional 3 year extensions—the requirement that the Presi-
dent 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 of the United 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 the other hand, it is determined, either by the President or by Con-
gressional action, that continued 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 ap-
proval and consultation requirements of section 7422. The other trans-
actions 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 exploration, development and production program. These plans
are required to contain a report by the Attorney General as to their
anticipated effects upon competition and are not to be implemented
until 60 days after being submitted to the Committees. The provision
requires the same of “substantial amendments” which are left to the
discretion of the Secretary to determine; however, as a guideline, any
plan that is amended to change the execution time by a year or more
or any plan which experiences a 25 percent or more change in funding
is considered, by the conferees, as involving a substantial amendment.

In addition while the reserves are being produced, annual reports
are to be submitted to the Committees detailing the status of the pro-
gram, the production level and its disposition, and future plans for
the reserves. 4

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 procure-
ment of petroleum and facilities needed for the National Strategic
Petroleum Reserve, and for the exploration and study of the National
Petroleum Reserve in Alaska authorized by this Act. Budget esti-
mates involving this account are to be submitted as an independent
entry 1n the President’s Budget. ' ‘
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Amendments 14, 15, 16, 17, 18 and 20 make technical changes in the
chapter to conform with other provisions in tais legislation.
Amendment 19 updates section 7438 by substituting the Administra-
tor 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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