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THE GHAIRMAN: The Oouncil will please come o
order,

When this date for the Quarterly Meeting of the
Counoll was fixed, October 31, 1% was done before there was
any knowledge that the same date would be the oocasion of
the Prinoess Flizabeth énd hef songort. I am adviged that
from three-thirty on, this afternoon, the Washington traffic
situation will be hopelessly tied up. It would seem to me,
gentlemen, that if we ocould expedite the congideration of the
matters on our agenda teday, with the hope that we might
conelude in one gession, that, for the convenience of those
who are anxioug to leave later in the dgy, it would be much
better té do g0,

I hope, in oconsideraticn of the agenda and the mat-
tera to be submitted, that we will tear that in mind. As
we go along, We can later determine whether it will be neces-
sary tc‘have an aftérnoon Baasion.

My, Secretary; will you c=2ll the roll.

ROLL CGCALL
ADAMS, K. 5. (Endicott - representing)
ANDERSON, R. B. (Not present)
 ASHTON, H. T, (Not present)’
BAKFR, Hines H. |

BALL, Moy W,



BALY., Munger T. (Not present)
BARTON, T. H. (Not present)
BLAUSTEIN, Jaoob

BLAZER, Paul G.

BLODGET, Rugh M.

BOYD, William R., Jr.

BRAZELL, Reid (Not present)
BRIDWELL, J. S.

BROWN, Rugsell B.

BURNS, H. S, M. (8. 8tokes Tomlin - representing)
COWDEN, waard A | (Not presént)
CROCKER, Stuart M.

CUMIINS, J. P. (Otig H. Fllis - representing)
DAVENPORT, Horace E.

DAVIES, Ralph K. (Not present)
DeGOLYER, E. (Not present)
DONNELL, J. C., II. |

DOV, Fayette B.

DOVNING, Warwick M.

DRAKE, J. Frank (S. A, Swensrud - representing)
DRESSLER, John ~ (Not present)
DUKE, Gordon

DUNNIGAN, James P.

FALCK, Rdward.

FOLLIS, R. G.



FOREE, Robert L.,
GRAVES, B. C.
GRAVES, B, I.

HALLAHAN, Walter 8.

~

(T, Thompson ~ representing)

HAMON, Jske L. {(Charles Wyle - representing)

HARDEY, B. A.
HARGROVE, R. H.

- HARPER, John
HARTZMAN, I. W,
HILTS, Harry B.
HOLMAN, Fugene

HULCY, D. A
JACOBSEN, A.
JENNINGS, B. Brewster
JOHNSON, Garlh
JONES, Chasg. S.

JONES, J. P.

JONES, W. Alton
KECK, William M., Jr.
LERCH, Frank H., Jr,
LEYENDECKER, Harry
LOVEJOY, John M.
MAGUIRE, W. G.
MAJEWSKI, B. L.

MARKIAM, Brivg H.

(Not present)

(Not present)

(Patman - represensing)

(3. French Robinson - repre-

genting)



MARSHALL, J. Howard ‘
MATTEI, A. C. (Not present)
MoCOLLUM, L. I,

MoGOWFN, N. C.

HMELCE, Brown L.

MOSHER, S. B,

NIFLSON, Glenn E.

NINESS, S. F.

NOLAN, Joseph L.

PARTEN, J. R,

POGUE, Joseph Ee

PORTER, Frank M.

PYLES, B. .

REITZ, Walter R.

RICHARDSON, 5id W.

RITCHIE, A. S

ROBINEAU, i, He (Norman Meyers - representing)
RODGERS, Y. 8+ Se

RODMAN, Roland V. (Not present)
RoxfiAN, A. H |
SHANNON, R, 8. (R. 8. Saannon, Jr. - representing)

THE CHAIRMAN: Gentlemen, I want te¢ introduse to

the Counecil lMr. Dick Shannon, Jr., the son of our member,

Dick Shannon, from Denver.

Glad to have you hsers,



(Applause.)
ROLL CALL (Resumed)
smm, Ve G (Not present)
SMITH, Cecil V.
SPENCER, P, ¢

STREETER, Clarendon E.

SUTTER, T. andfor (Not present)
F. M. 1AYER
TAYLOR, Reese H. (Not present)

THOMPSON, A. W.

VANDEVREER, W, W

VOCKEL, Stewart M.

THE CHAIRMAN: Gentlemen, befocre the next name is
calle8, J. d. Varren, I want Lo take this opnortunity, upon
behalf of the Councill, to express the appreciation of the |
fine contribution that has been made to this Council by
J. Ed, VWarren, who has been President of the Indepsndent
Pétroleum Assoclation of Amerlca for the past two years. Ilir.
Varren 1s retiring as President of the Independent Petroleum
Aggociation. I want him to stand at this time. T want to
gay., Ed, that we are very grateful o you for the fine service
‘that you have given és a member of thils Council,

‘K4 Warren.

(Applausa.)

THE CHAIRMAW: I want, also, to introduce at thls

time T4 Warrsn'y svsacsson, on antobandine wman 10 ha
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independent oil industry, a produocer 1n Loulsiana, who has

been eleoted as the President of the Independent Petroleum

Assoociation, and who will become a menber of thls Councll ex-

officlo by reason of his pogltion.

I vant to present at this time the new Pregident of

the Independent Petroleum Assoclation, Mr. Charlton Lyons,

of Shreveport, Loulslana.

have been

(Applause.)
ROLL CALL (Resumed)
WESCOAT, L. S.
WILLIAMS, Rusgel 5.
WILSON, Robert L.
ZEHRUNG, W. Se {Donald O'Hara - representing)
PAUL SCHULTZ (Not present)
Je V. FOLEY (Not present).
THE CHAIRMAN: A quorum ig present.
The minutes of the previous meeting, of July 24,
malled to the members.
What is your pleasure?

(It was moved and seconded that the minutee of the

meeting of July 24, 1961, be approved.)

THR CGHAIRMAN: It'is 30 ordered.

You will recall, gentlemen, at the last meeting of

the Council, there weg adopted by this bedy a regolution pro-

poOsing an

amendment t¢ the By-laws of %his organization,



whereby the National Petroleum Councll) would become the ad-
visory group to the Defense Petroleum Agency. Ve have pro-
ceeded with the formalities of submitting that proposed
amendment to the memberghip feor ratifiostion, and the Chelr
recognizes Mr, Hines Bakef to present thot amendment, and it
will be voted upon at this time.
lMr. Baker. |
MR. BAKER: Iir. Bakey, Chalrman of the Special Com-
mittee %o conasider matters necessary Tor any change of the
Councilis Articles of Organization referred to the report of
the commlttee which was approved on December 5, 1950, and
presented the following propoged amendment which ls to be
voted upoh at the next mesting of the Council, |
"RESOLVED: That the Articles of Organization_of
the Naticnal FPetroleum Ccuncil be amended by adding at
the end of numbered paragraph 1 of the present Articles
of Organization a new parasgraph veading as follows!
*'During the existence of the Petroleum Adminie-
traticn for Defense the National Petroleum Council ghall
have ag an additional purpdsse 10 advise or inform ths
AGminigtrator or Deputy_ﬁdminist?atof of the Petroleum
Adoministration for Defense with respeot to any matters
relating to pe%réleum o theipetroleumlnduétny aube
mitted o it by or approved by the Petroleum Adminis-

teator for Dofones o tho Dgunhy Admindatmaiom, I®



I move that 1t be adopted.

THE CHAIRMAN: You have heard the motion.  Any
dl gouesion?

Is there a gecond to lir, Baker's motion?

(The m;tion was seconded.)

THE CHAIRMAN: lMoved and seoonded that the proposed
amendment which lir, Baker has presented be adopted by the
Council,

All in favor, signify by saying Aye; contrary, No.

The amendment i1z unanimously adopted.

The Report of the Secretary-Treasurer.

THE STNCRETARY: In the ten-months period ending
Oﬁtober 31, the total receilpts in the CGeneral Fund of the
Councll were $93,47;.00; the total dlgbursements during that
rperiod vere $?6,06&.00; there was a balance on hand at the
beginning of the year of $2,727.00; that, added to the 4if-
ference between reéaipts and dlsbursemente during the period,
now leaves ug $20,134.00 on hand in the General Fund.

Our Reserve Fund continues to gtand at {$65,000,00,

THE CHAIRMAN: You have heard the report. Any
remarka? '

(1t was moved and meconded that the Report of the
Seoretary-Treasurer be approved.) \

THE GHATIRMAN: All in faver,signify by saylng Ave;

contrary, No. So ordsred.
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The next matter, gentlemen, is theiﬂeport of the
Agenda Committee. The Chalr recognizes Ilr. Jacobsen, Chalrman
of that Committee.
‘ liR. JACOBSEN: M. Chairman:

Under date of Oectober 18, 1951, Mr. H. A« Stewart,
Aoting Dirscter of the 01l and Gag Divigion of the Departmant
of the Interior, addressed a letter (copy of which ig hereto
attached) to lr, Hallanan, requesting that a ocommittee be
appolnted to make an independent analysis of the stops neces~
sary to effect overland movement of specified volumes Of pe-
troleun and products to the FEast Coast in the event that
water-borne transportation is cempletely or partially dlg-
rupted and to report with advice and recommendations at the
. earliest possible time.

As provided in the Articleg of Orgenization of the
douncil thia letter was consldered at a mecting on Oectober 30
in Waghington, D. C. The Council and ite Committees have
congletently adhered %o the prineciple that they should con-
fine their activities to factual studies. In.order satiefac—~
torily ¢o ocomply with thls request, any Couneil Comrlitee
which might be appointed would have to evolve plans énd pPro-
grams and alse would have to meke reccmmendations for ths
handling of competitive problems. Recognizing that such

activities are, and always have vzen, bayond the proper scope

of Counoclil actilow your Committas Qerma 2% Lmoeoner and ina
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advisable for the Councll to apnoint the requeasted Committee.
It therefore recommends to the Council that it not appoint
a commlttee to make the study and report requested.
Algso, under date of Ootober 19, 1951, Ir. Stewart
afdressed 2 letter (copy of which 1g hereto attached) to
lire Valter 3, Hallanan, Chairman of the National Fetroleum
Council,; fequeating that the Councll mgke s study to determine
the mogt deairable range of sizeg and welghts of oll country
tubular goods for present nesds in petrnleum production oper.
ationg and the relative proportion of each expressed in terms
of footage and tonnage, and to wveport its findings with such
reconmendations as may be anppropriats.
Ag provided in the Articles of Organization of the

National Petroleum Gouncil, this letter was alse considered at
the meeting of ﬁha Agenda Committee held nn October 30 in
vashington, Ds C., at which meeting 4t was unaﬁimoualy agreed
to recommend %o the Council the appointment of a commlttee to
make_the study as requested by lir. Stewart, and report to the
unnoil, (

Regpectfully submitied,

A, Jacobsen, Chalrman

Agenda Committee of the National

Petrolaum Counsil »

(Attachments - (2) )
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COPY UNITED STATES
DEPARTMENT OF THE INTERIOR
OIL AND GAS DIVISION
Vashington 25, D. G,
October 18, 1251

Mr. Walter 8. Hallanan, Chairmen
National Petroleum Councll
1625 K Street, N. W,
Washington, D. C.
Dear Hr, Hallanan:

The movement of sufficlent petroleum to the
Atlantic Seaboard was the biggest transportation problem
faced by the domestic petroleum indugtry in World var II.
Losses by enemy actlon and commgndeering by The military re-
moved from the service many of the tankerg that hnd been; ase
they avre now, the basic medlum %o move crude oil and products
to the Lagt Coast.

Prudent defense planning must assume that this same
problem with all its critioél aspects could_eaéily arlse in
some future emergency and therefore redquireg the study of all
of the aapects of thie problem and the preparation of plans
to meet any such emergency which might arise. The Petroleum
Administration for Nefense already 1s studying this matter.

The pfoblem 18 go vital %0 natlional security and

defenge, however, that 4% ic sonsideved dosivable fep the
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National Petroleum Gonncil to ﬁake an 1n;ependent analysis
of the ateps necessary to effect overland movement of petrol-
eunm and products to the Fast Comst in the event that water-
borne transportation is completely or partially disrupted.
It 1s suggested that the anclysis consider the overland move-
ment of 600,000, 1,000,000, 1,500,000 and 2,000,000 barrels
daily conbined total of petroleum and producta to the Dagt
Coagt areas. Upon completion of the.study, it would be very
helpful if the Counclil would present specific recommendatlons
as to how best this mowment could be made with the relative
timing and sequence of the various sleps required.

Becéusa of the serlousness of the present world
situation and the importance of the matter to our national
security and defense, I request that the Council appolnt a
committee to make the necessary study and to report with
advice and recommendations at the earliest‘poesibie time.

Sincerely yours,
/S. He A. Stewart
| " He A..SteWart
Acting Director
COoPY UNITED QTATTZS
DEPARTMENT OF THE INTTRIOR
| OIL AND GAS DIVISION

Waslington 25, D. C. _
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October 19, 1951
Mr. Walter S, Hallanén, Chairman
National Petroleum Council
1626 K Street, N. .
Yaghington, D. C.
Dear Mr, Hallanan:

Higterically, steel mills in producing oil‘eountry
tubular éoods establighed certein operating potterns for the
production of 01l field caelng, tubing, and drill plﬁe, ﬁased
upon the early methods of well drilling and the demands on
the millas for the various sizeo and weights,

Today, the almost universal use of'rotary drilling
rigs and the great inorcase in the number of very deep produc-
ing wells result in a need for relatively grenter quantities
.of smaller slzes of casing, as compared to the Pormer days
when the larger percentage of wells were drilled with cable
tools. 1In addition,'the averag? depth of producing wells
has inereased approximately 96 Teet per year durling the last
geveral years and in drilling approximately the game total
nunmb er 6f wells 1in 1951 as in 1950, the footame drilled will
be approximately ten million feet greater, or an average depth
1horease of roughly 200 feet per well,

The maintenanoe by the millg of their 0ld production
patterng has resultsd in an inadsquate suppi& of gmaller sizes

of ocamlpg now requived in nroduchicn abrinee | spd on pEmme et e
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gupply of large dlameter casing.

In the petroleum defense mobilization program, it
15 necessary for the petroleum industry to get maximum.utili-
zation from the amount of gteel availlable for manufacture of
o1l well casing. The Petroleum Administration for Defense
has been able by diligent effort to persuade the mllls to
rdll more of the small slzed casing than haé heretofore been
made available, but there 1g still an excesclve amount of
the larger pipe being manufactured. |

The Petroleum Adminigtration for Defense is anx;oua
to obtain information which would be helpful in formulating
recommendations to the pipe mills as to the most degirable
production patterns in order to betier utiliz; thé steel avall=~
able to the petroleum industry. Therefore, the National
Petroleum Council 1g requeated to appoint a committee to make
a cpmprehenaive study to determine the most desirable range
of sizes and welphtg for present needs in petroléum DToduc-
tion operations and the relative proportion of each expressed
in termsg of fcotage and tonnage, and to report ifts findings
with such recommendations as may be appropriate.

In view of the critical supply situation in oil
oountry tubular goods a prompt report will be especlally
ugeful.

Singerely yours,
/Se Ho A, Stewart  Acting Director

]
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MR. JACOBSEN: I move the adoption of the report,

(The motion was seconded.)

THE CHAIRMAN: You have heard the report submitted.
Ia there any discussion.

All in favor of the adoption of the report, please
indicate by saying Aye; sontrary, No, Tha report 1s unan-
imously adopted.

In 1946, gentlemen, when %this Counsil was originale
1y created, undsr the authority of an Exeoutive Order of the
Preggldent, 1t was created as an agency %o aﬁvisé the Seéretary
of the Interlor and the 0l1 and GasIvision on all matterg
relating to petroleum that affected the national welfare.
That was 1n.pedset1me.

It seems to me that the adoption of the amendment
which has been ratified by the Couneil this mornilng, which
gives us a further.regponplbllity tc advige the Petroleum
Defense Agency in a tlme of national emergenoy, enlargée the
responegibility of thig organization. It makes 1% even more
vital, in oonneé%ion with the serious and critical problens
that face us in matters of the national defenge. We all
know that petroleum ig the munition of defense and of war.

Ve are here thig morning, in our fourth seséion of thls year,
t6 advige with the constituted authorities of the Covernment

on matters on which they may seek information which they

think important Lo the nobionsl defonos.,
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I am privileged at this time to present to the
Counsil the éecretary of the Interior, the Honorable Ogoar
L, Chapmah.

(applause.)

M. CHAPIIAN: -I don't know, 1t seems that I have
the privilege and the honor of coming before thle group eo
often, that 1t ig difficult to find something new to say to
you each tine,

Ag you look dver the recordrof what has taken place
in the epuntr?, you reallize that there are new prohlems aris-
ing every day, that are affecting the oll industry and, in
turn, affeating the whole esonomy of the country, itself.

50 there are congtant new prohlema to be discussed and cone
gtant new problems upon which the Sceretary of the.Interior
doeg need your advice and your help.

[E;want %0 say that we welcome the two meﬂbers of
the staff of the Sellers Committee of the Houge to sit with
ueras nenbers have done before, and have been invited at
all times. We are glad to have them here.

"I want to welcome all the rest of you here; all-
of you people here today. I wish that the room were larger,
but this happens o be the only room in the building where
smdking 1z really permitted. Ve do welcome you tb this

crowvded rocn,.

it is easy to %alk to thig group., becausze you talk
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about such noncontroversial questiona a; tidelands, and syn-
thetlo fuel, (Laughter.) So it makes it very easy to talk
to you. You are all in such domplete agreement on that.
(Laughter, )

I apprecliate the chance to visit with you. I am
going to be with you at your API meeting in Chicago next
week. At that ¢time, I hope to say something more specific.

| I want to say to Mr. Rodgers, and t0 you gentlemen,

on the synthetic situation, that I have been an advooate and
spongoyr of synthetic-fusl studies ever since I have been in
the Government, and I think 1% is no more than prudent for
the Government to do all 1t can to gtudy and learn, learn
everything 1t can about synthetlc Tuels. The question of what
you will do with the subject-matter when it reaches the eﬁage
of a competitive poeition with other liquid fuels, is another'A
problen.

T think we have made great strides in the synthetio
Tield 4in the laat(few yearg. We have made tremendous strides,

Obviougly, I don't think that the ocoal hyﬂrdgenatibn
program has quite reached the stago whare it is on a competi-
five level with other petroleum products. But I think it
15 coming. It 18 cloge. I don's think 4t 15 quite here. I
will be glad When 1%t gets here.

I will de everything I can $0 support asynthetlo

Tuelsg, % favelop 21 She Ttoow-how wn ano T P Dl e

3 Pomdmasgy .
BN N S BT
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of this oountry. I want 1t ag a mattér of seéurity; I think
1t 1s a thing that we all would be interested in,

I want to say to Mr..Rodgers, and to you gentlemen,
thig letter, I tried to work it out in éareful language, 80
that 1t‘wbuld be understood., There afe so many variatlons,
or interpretations, upon language, that you have to be very
careful. Thﬁt 1g what I have tried to 4o in this letter.

I tried in the letbter %0 say to you that I am stlll
for synthetic fuels. I have hot opposed a single indivlidual
project for hydrogenstion of coal. There han been no project
presented to my desk. There have been projects discussed with
the Bureau, and are in the Départment, but none has been re-
conmended %0 me, epecifically.

| Now, some peoples will ask, "Why 414 you write the
1étter to lir. Gibgon, to ask for 455 milliom?" MostrpeOple
thought that$4556 million wae %o help build a plant, Far from
it. That is not true.

Undér the Defense Act, before amended, 1t was re=-
quired that the Government had to submit itself and be pre-
pared to pﬁrchase the entlre output, under contract to pur-
chage. Therefore, We had to coamit fhe whole amnount. |

In the-Amended Defense Act, you will have to do
that. 5o you wouldn't nged the §465 milllon. But I asked
for 1%, not for a particular project -- I acked that it be

get aside, beogusc at the end of sthe fiscal year, 1f it had
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not been set apide, there would be no moneﬁ for 1t, even if
you approved a program during the course of the year. So I
agked for it ag a matter of ocaution, and what I thought was
good Judgment.

| That was done. Aeg I say, that request-Was made.
It has not beon set aslde. They have not fully agreed with
our letter. They have agked for more inrormation.

I Jﬁst pasds that on o you for clapification, be-
cause there has been some mlslitterpretation upon the msaning
of this, asg to what we were doing.

Secondly, to move %o another guestion, when I was
gpeaking to API 1n Losingeles, you people remembef that in
that apeech I had something to say about the ghortage of
stéal; 1 made some critieal remarke about the steel industry
in not eﬁpanding 1t§ capaglity gufficient to meet the needs
ofrthe 011 industry, and other industries of the country.

My good friend Ben Moreel had much fun k14ding me
: about that, but 1% was only abouit six or geven months later,
he came 1n with an application for amortization for expansion
of tﬁe 8teel Industry, and his woe one of the first.

S0 I wanﬁ to say that there 1s no hard-feelings --
I feel the steel industry, I felt it should have expanded
'1ts capacity soomer than 1t d1d, and When they get the
present expanslon completed, and produoiion at a hundred per-

cent, they avae ahill going %o nead aove ahoel aanani T Pamn
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thig country, if we are to continue to grow, as I think we
will, our economy. I think you will need it.

You people here have to do with one of the vital
indugtries of Amerida. The whole war effort would fall if
werdid not kesp the production of the induetry at a top level,
If we fail in that, we are going to fail 1in oﬁr whole war
effort. I feel we must do everything in our power to keep
our production up at the level required by the heeds and de-
mands.

I want to say this to the industry, I want to com-
pllmént ydu for atéppﬁng into a breach -- it was not altogeth-
er pleasant for you to do, but ybu stepped into a breach to
make up the losses incident %o the Iranian oil gituation,
the closing-down of 1%s refineriea. You etepped into that
- breaoh and you did_make 1t up. You have made exchangeg, and
done other thinms, to meet 1. I think that you are entitled
to‘be complimented for meeting that situation very oourage-
ously. |

Some pecple say that while you have doneit, you
have done 1t 1llegally. Some peeple say that 1t is a rigk
that we are runn;ng, There has been nothing done, to my
knowledge, that hasn't been done under the agreement approved
by the Attorney General. 3o far as I know, there has been
nothing done that hasn't been in conformity with that agree-

ment approved by the Attorney General.
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You have done a magnificent job 1npmeet1ng a crisis.

We will have other emergenclesg coming along from
time to time. You are probably so used to them that you
don't pay too much attention, I am thiﬁking of the aviation
zagoline situation. Some people are unhappy beoause the
aviation gasoline probiem 1s g problem which has presented
itself, but it 1s a problem in the total pilcture; the war need
has made 1t necegsary for the Petroleum Administration to
lssue some orders, and thoge orders have been 155&9&, and,
naturally, the flying industry, your alrplane companies, ;re
not happy about it., I am not happy about it, and I know you
are not, but we are trying the best we can to meet the needs.
I am hoping this will work; I bélieve it will work.

I hope that no one will have any undue hardships
placed upcn them because of these orderg.

I don't need to talk to you folks gbout the Getallg
of anything furtﬁer here this morning, other than to say that
I welcome you %to the program here with this Department, and
welcome you ae an Indugtry Committee to advise the Secretary
of the Interfor. I will continue to fight for that position,
whether 1% be in or out of Gove%nmentgj

" (Applause.)

THr CHAIRMAN: Gentlemen, follewing the remafks of

Secratary Ghapman,‘l want to take opportunity now t0 introduce

a man whn has epepiod the loed hewen, of Ty AP oy e e

R TRC R SR
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of the Petroleum Defense Agenoy, Bruce Brown, who haa the
confidence of everybody in the room, who haes done a grand Job.

(Applause.)

MR« BROWN: I thought that if I made a few observa-
tions before you undertook the congideration of the Synéhetic
Fuels Report, I might save time.

I am sorry that the Seoretary didn't read the let-
ter to you that he wrote to Mr. Rodgers, which expresces his
nhilosophy. I hope you will have coples and get %o read it
in the courge of the morning.

I have had an opportunity to look at the veport to
be rendered by the Rodgers Committee, whioch 1s going to come
before you. I assume that 11 i1s going te be passed out to |
the membere of the Council.

There 12 a third dooument which I agreed, perhaps
1llegally, ,could be passed cut here tdday.

Bureau of Mines, Will Schroeder, has been talking
t0 me obout the differcnce of opinion between the Synthetie
Fuela Committee of the Council and the Bureau of Hines, not
with respect to the extraotion of oll from shalé, but with
regpect to the soonomics of eoal hyﬁrogenatian. I urged
that thls was not the type of meeting, nor the type of
audienoe,’where a technical discussion would bear much frull,
hor woula there be time Tor it. Bubt I suggested, 1f they

did want to reach the Council with the views of the Bureau
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of Mineg, that thig wag a democratic and open meetlng, and
they ocould do 1t; and they have brought down here for us some-
thing which I haven't read, but 1t is the Bureau of lines'
laéest report on coal hydrogenation, together with a cover
gheet, and we will pass that out, too.

Thank you, Mpr. Chalrman,
i

 5ﬂE CHAIRMAN: Gentlemen, inasmuch as the Szeretary
opened up the matter of the synthetic fuels auestion in his
remarke, I am going to transfer some part of the agenda, and
next take up the Report of %the Council Committee on Synthetioc
Liquid ﬁuels Production Costo. 7
| You will recall that in a letter of April 19, this
Council was asked to undertake a‘sﬁuﬁy of thig whole question.
We recognlzed, in the beginning, that it lnvolved a tremendoua
‘Job, invelving a tremendous amount of bagle research, a tre-
mendous amount of sgtud into a very technical duestion and
gubjeot. I was fO?tuﬁate to be able te enligt the leadership
of lir. gtar Hodgere as Chairman of the Council Committee.
The report whloch he submits to ocur Council $oday represents,
in my judgment, one of the outstanding works and sfforts of
this organization. 7

| Thig is a 11vé lasue in thlg country teday, ang a
live issue with the petroléum industry. This is a report
which will represent the industry's viewpoints on fhis gueg-

tion.



I want to take thls opportunity ;o thank Mr.
Rodgers ﬁnd the staff, and the members of the Committee, for
having undertaken a job which has gone to great extrenes in
the fleld of research and study. I think it represents a
landmark today zlong the higlhwray which this synthetic fuels
problem hag coreated.

Now, with great appreciation of the Job that has
been‘done, I present lir. Star Redgers, who will give to the
Council the yeport of this Speoiai Gommittee.

lir. Rodgers. |

IR. RODGERS: Mr. Chairmanzhl

INTRODUCTION

The Secretary of the Interior, Honorable Ogear L.

Chapman, in his letter of April 21, 19560 to ilr. Walter S.

dallanan, Chairman of the National Psiroleum Council, request-

ed that the Natlional Petreleum Councll create a committee to:

1. Review estinmutes made by thé,Bureau of liines
of the epst of produeing synfhetio_liquid fuels,
and 1ltg estimateg of comparétive costs of pro-
ducing 11quid.fuels from orude oil.

2. Prepare independent cost estimates,

3. lMnke reqommenaations as to ways and means, if
any, for improvement of future st eatimates

by the Bureau of lilnes.

Secretary Chapman's request (Attackhment 1) wae
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favorably reported by the Agenda Gohmittee of the National
Petroleum Council, an& the Council authorized the formation
of a Committee on Synthetic Liquid Fuels Froduction Costs.
On June 13, 1950 Mpr, Walter S. Hallanan appointed the commit-
tee 1lisgted in Attachment 2. |

| In digeocussions of the project with personnel of the
Bureau of lines, Dr, James Boyrd, ﬁiweﬁtor, adviged that the
Bureau OTVMinea was not prepared to offer estimutes of the
coats involved in the production of products from crude pe-
troleum. 1t was therefore necessary, and the Buresau of
lMines s0 agread,:ﬁo remove thig vhase from the proleet scope.

COMMITTEE ORGANT ZATION

Your committee declided to egtablish a subcommittee
made up of éXperta‘in the synthetic fuels fleld to asslst 1ﬁ
analyzing the ﬁechnical aspects of This highly complicated
problem. contributing companies made available the gervices
of a large number of qualified speclaliets in research, de-
velopment, and engineering. The main subcommittee, in turn,
‘found 1t desirable to organize in boaperatlv@ groups (Attaoh-
ment 3) to carry out the assilgnment in the most effoctive
and éxpeditious manner. An i1deca of the complexity orrthe
problems and the thoroughneas with which the nrolect has been
studled 1s indicated by the following: |

Nunber of Suboommltteo nembers 477

AT onat Tashnisnl Poreamnat mmad 28

-
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Total attendance at. meetings (man-days) 590
Rumber of meetings 187
Number of man-trips 338
'Total miles traveled 400,000'
Total dollars spent 300,000
Outaide companiés consulted 115

The generous agsistence of the outside companies
consulted, listed in Attachment 4, is gratefully acknowledged.

8COP¥ OF INVESTIGATION

The syntneﬁic Puels work done by the Bureau of
Mines falls into three categorieas:

1. Produetion of synthetic liquld fuels by

nydrogenating coal.

2. Production of 1lidquid fuels from oll shale.

3, Production of synthetlc 1liquid fuels by

"gaslfylngcoal.and converting the resulting
mixture of carbon monoxide and hydrogen to
liquid fuels by some modificatlion of the Flacher-
Tropsch process.

This process includes work completed %o date on
only the first and gecond processes. Vihen thils work was
started the Bureau of Mineg did no%t have adequate informatlion
for the proper appraisal of the prosess identifled in cate-
gory 3. Only recently the Bursau of Mlnes has presonted

additional data on this proceas for review by the Subcommittee.
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Process design data representing modificatlons under cate-
gories 1 and 2 have also been prepared by the Bureau of
iiines. The Committee plane to continue with these studles
to embrace thease additlional data, on the assumption that the
National Petroleum Council desires it %o do a0.

In accordance with tﬁe scope of the work asgsigned
to the Committee, the lnvestigation hag been limited to the
process eteﬁs upon which the Bureau of Iines cost data have
been based. It is not the funotion of thls committee to
report upon comparative data baged on élternative pProcegsan
developed by industry and which have net been made available
to the Bureau of Mineg.

Te Ancrease the generai ugefulneags of this study
i1t wae considered desirable to determine copts not only for
posslibly unlque gituations that might arige fvom a particular-
ly favorable or unfavorable firet-plant loecatlon, but also
for a more nearliy average case in which a number of planta
would produce a eomblnaa %otal for sach pﬁﬁceas of around
200,000 barrels of liquid fuels per day. Thus estimates
of cogts and of maftierial requlrements were determined for
both single plant and multi-plant casea.

The work of the committee has requiréd considerably
more time than originally anticipated because it was found
that necessary process éesign datae had not been sufficienﬁly

develoved by the Ruesen of Ming:, Sonassuentiy.

-t A S e
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memﬁers were required to sgpend much time with the Bureau of
ines personnel to develop addl tional procens design data
énd to arrive at sultable bases for coet estimates. It was
also necespary for the subcommittee to develop information
on the ocogt of offsite facilities such as water supplles,
rall and pipe-line transportation, and housing for construo-
tion and permanent employees. The Bureau of lMinee peresonnel
at all levels wefe mostIGOOperative in assisting the sub-
committee in its work.

DmSCRIPTION CF OPERATIONS

COAYL, HYDROGENATION

The estimates for the cocal hydrogenation operation
are baged on procedures which were developed 1n Germasny and
on the assumption that coal is available in sufficlient quan-
ti.ty, at o minesble depth and thick.ness.a.nd at a location
having water required for the operations. The coal is pre-
pared for hydrogenation by eleaning and oerushing operationg
which reduce thte agh content to asg low a value as is prac-
tical and which bring the coal to alsize guitable for the
hydrogenation operation. In the oleaning and crushing oper-
ations a large amount of higher ésh contenf and‘other off
grade ooal ig produced and thias is uaed‘for steam generation
and other heat duty.

The clean, fine coal ise mixed with heavy oll re-

oyoled from the proceags to produce a pagte. Thig paste is
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éharged to the liquild phase hydrogenatlon operation along with
e small amount of catalyst. At approximately 10,000 pounds
per square inch and at a temperature of 900° F, a large por-
tion of the coal is liquefled. The material leaving thils
stage of the process is distilled to obtain a light oil and

a heavy oll. Part of the heavy oil 1s reoyocled to ths pagt-
ing operation and the remainaar is ooked to provide a means |
of rejecting the ash and uaedﬂéatalyst. In a sseond stage

the light oil is hydrogenated over a fixed bed of eatalyst

at 10,900 pounds per square inch and S00° F. to yleld gasoline
and liquefied petroleun gas. Certain ochemicals {phenocl,
oregola, xylenole) can bé recovered from the first stage
product, as was assumed in the cosl hydrogenation single plant
cage 1n'the‘summary, as presentéd herein. If not dieposed
of as chemicals, these produots ocan be processed in the sscond
stage to yield gasoline and liqueflied petroleum gas, as waa
agsumed in the multi (eight) plant case. Conventional petrol-
eum refining progedures are used for the final treatment of
the nrodusts firom the coal hydrogenatiﬁn-oPeration.

OIL SHALF OPERATIONS

The estimates for the oil shrle operation are baged
on the assumptlon thot ghale is mined in large scale opera-
tions according to techniques dsveloped by the Bureau of

lilnes. The shale from thie mines is then crusghed to a sultable

slze and charged te o vatort in whieh the 01) is bhroken out
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Ey the action of high temperatures. The necessary heat 1s
stalned by burning - in a separate part of the retort -
the sarbon remaining in the shale after the oil has been
driven out.

The crﬁde ghale o0ll thus obtained contalng sulphur
and nltrogen oombounds and 1s highly unstable. The 0il 1iga
gubjeoted td coklng operatlon and the resulting coker dia-
tillate 1s ecatalytically hydrogenated under moderate condi-
tions (1100##/sq. in. and 835° F.). Thls hyérogenated aig-
tillate vields materials which are processed by conventional
meaneg to recover finished and semi-finighed products which
are transportea by plpe line from the plant to a ngjor cbn—
guring area. Finlghing operationg ag required are carried on
at the nipe line terminug.

- In each of the cosl hydrogenation and oll shale cases
o raw materlal resefve of 20 years has been get as a minimum.
Coats have been baged upon operations conduoted niredominantly
for produotion of gasgoline and dlesel fuel conforming to
pragent harket épecificatlons;‘ All_ldbor, material, and equip-
ment costs were adJusted to January 1951 levels., The derdved
pfoduct cogts do not lnclude allowance for marketing expense.
'Ghemlcals‘ana liquaftied pétroleum gas have been credited as
by~-producta in developing nrimary produots cogte.

DISCUSSION OF R©SULTS

As gtated above; Secretary Chapnan requested $hat
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the committee "l. Review estimites made by the Bureau of
[lAineg of the cost of produocing synthetio liquid fuelgew-,"
When thisg study was started the only data avsilable from the
Bureau of [llnes on the cost of produciné synthetio liquid
fuels from coal was lts Report of‘Investigation 4564 which
was 1ssued in 1949, To make these data realistlc it was ne-
cessary to escaléte thoge coat eg*imates to adjust for in-
flation of material and labor cogts. After this adjustment
and on the basls of comparable facilities, the Bureau of
Minéslinvestment cost estimates were approximately 205 below
the oost estimates prepared by this committee. However, the
Bureau of Mines estimates omitted such items as certoin off-
glte facilitles, mecessary lnterest on borrowed oapltal, in-
'coma taxea.'reaaonable proflt on invegiment and tresatment of
other 1mportantqapitai cogt items whlch must be coﬁsidereda
Deta;led analysis of %hese differenaes is presented in the
subcommi ttee reports made avallable %o the Bureau of llinea.
It should be emphasized that costs developed by the auboommi te
tee are as auth@ritative as can be obtained without actual
coﬁmerciai operating experience of the processes congidered,
In the oase of ghales o0il operationa, the Bureau
of Uines had no formal report as a basie of reference for
the etudy made; hbweVer, the ccmmitteeia representatives worked
with the Bureau of Mines people in getting up a processing

baegls for the 0il shale cnze. The Bureau of Mines personnel
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ﬁave generglly agreed to accept thesubédmmittee'a estinmate of
Anvestment and operating costs of producingiliquid fuels
from oll ghale according to the prnoesses reported on at
this time. Therefore, the only large difference between the
Subcommi ttee and Bureau of Minesg estim:tes in this nasa will
be that resulting from capital eost treatment much as inter-
eagt, taxee andrproritn

Seoretary Chapmin requested that the committaee 12,
Prepare independent cost estimates.® Such estimates have
been prepared and the oonclusions perched repregent the ocom.
bined effort of the mcst qualified people in the netroleum
and coal industrieg. Ag an lnQependent check, the committes
retiiined the services of Price Waterhouae & 00. t0 review the
procedures and bagic accounting data used by the comﬁittee
in the determination of the estimated operating coste for the
two processes. FPrice WVaterhouge & Co. necessarily had te
accept osrtain engineerihg date used in the determination of
theese cost figures, but in so far as the regtimates used could
be tested by the exnerienoe af the petroleum industry in re-
fining operations, it 1s thelr opinion that the basle 20~
counting data used have been computed in accordanae with
generally acoepted accounting principles and that the estimated
cogt figures developed from guch basic accounting Aata are

reagonable.

A gummary of the data develoved in the atudy by tha



Council's committee follows:

Coal Hydrogenation

Single Multi
Plant Plant (8)
Coal or Shale: Tons/
Calendar Day 12,960 112,580
Produots: Barrels
(42 Gals)/CD
Gasoline 19,490 163,830
Diesgel TIuel
Liquefied Petroleoum
Gaa 6,390 53,170
Regidual Fuel
Total Liquid
Fuels, B/CD 25,880 216,000
Coke: Tons/Q0D
Fuel Gag, 1080 Btu/cu,
‘ft.: Thousand Standard
Cubldc Feet/CD
Chemicala:
Fhenol, Barrels/CD 229
“regols, " " 383
X¥ylenolg, ' 508
Ammonia, Tons/CD
Sulfur, Tong/CD
lHanpower: Total including
supervision and admini-
stration 63,800

5,900

CAl Shale
Single Multi
Plant Plant (56)
76,800 384,000
25,380 126,900
12,200 62,360

1,780 8,920

340 3,050
39,700 201,230
1,180 5,900
24,830 124,150

92 460

43 215
3,420 15,760
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gingle
Plant

Congtruction Materials
Steel: Thousand Tons 220
Per dally barrel of
Total Liquid Fuol
Production: Tona 8.5

Qonstruction Labor
Man hourg x 1,000 51

Inveétment

Total=Milliong of
Dollars : 533

Dollars per dalily

barrel produoct 20,600
Cost of Gagoline with
6% Return on Invest-
ment after Income Tax
Cents per gallon 4l.4

011 Shale
Multa Single Multi
Plant (8) Plent Plant

1,710 178 694
7.9 4,5 3.6
355 26 123

4,074 333 1,518

18,900 8,400 7,500

43,5 16,2 14.7

In thls study, the income tax rate hag been taken at

504 of Ancome before taxes.

 @ess profits taxes.

No effect has becn given to ekm

Although a flgurce of 6 per cent return on the in-

vegtment was employed in computing the gasoline cost, it 1s

regarded as highly doubtful that capital could be attracted

to so epeculative an enterprise at g0 low a returh.

Price

Waterhouse & Co. in its letter dated September 27, 1951

(Attachment 5) stated ﬁhs‘"Opinicn that an annual rate of

earnings of not less than 157 on the total capital invested

(5)'
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in or retained in a business subjeot %o the risks of a highly
competitive and speoulative enterprise would be necessary

and reasgonable in order to attract investment of private cap-
1tal." |

Proviaion has been made in the eatimates for houg-

. ing for conatruction workers and permanent employees to the
extent necessltated by the prevalling conditiong at thes in-
dividual plant sites. The net contribution of fhis housing
eXpense o product cost has been determined with due conglder-
ation of money returned o the enterprise through rentals,

As pointed out previously, the Bureau of lMines was
not prepared to offer estimutes of the cogts involved 1in the
production of products from crude petroleum. The following
are price quotations (Cctover 1, 1951} for gasbline at ré-
finery, terminal, or'purchéser's bulk plant. for 4 locations
in the United states. These are the prices whioh‘synthef;dal;v

produoed gasoline would have to-'meet in free comnetition to-

PR

e o

day :
- Regular Premiun
Loe Angeles | 12,00 13,30
‘Denver 12,30 - 13,30
Salt Lake City 12.625 13;625
St. Louls 12,50 15.50
Seeretanry Chapman fTurther reqﬁested that.the commit-
tée-“ﬁg Make masommondaiiinnn ng S0 warrs ﬁ;; mﬁ'“' S

T et e ST
Teel s i oy A RJ&,’)
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improvement of future GOaf estimntes by the Bureau of Minea."
Froﬁ the figures presented above on the extent of the work
done on this project it 1s evident that the preparation of
rellable cost estimates 1s a most complicated and extensive
undertaking. During the courge of this study Bureau of
MAnes representatives have had nﬁmeraus opportunities to re-
view in detail the methods employed by the industry organiza-
tiong. With this experience to supplement‘their own back-
grounds and with the information which is oontained in the
technical reports made available to them by the subcommittees,
the Buréau of Mines experts should now.be in a position to;,
prepare comparable cost estlmatee for any known or new pro-
ceps combinatlon,

CONCLUSIONS

The information presented in this report which ia,
in turn, based on detalled technicel gtudles, leads to the
conclugion thatlcoal hydrogenation for the production of |
sﬁnthetic 11iquid fuels is uneconomical. |

| It has been noted that an effort isg being made to
promote the installation of a eoal hydrogenation plant as a
gouroe of chemiocals, the most important of which are bhenzene,
toluene and xylehe. Study of thls proposal is not within the
scope of the committee's assignment. Attention is direoted,
however, to the fact that the disadvantages of high investment

coat involved in the basle ocoal hydrogenation step will still
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be present and that additional investment will be required
for the further processing, recovery and nurification of the
ochemicals. Ve are adviped that guch chemicals can be pro- '
duced from petroleum at much lower cosgt.

The oll ghale phage of the synthetic fuels prOgTaﬁ
ig in a much more favoralls poaition as to gteel requirements,
capltal cost, and operating costs. It ig estimated that
known o1l ghale reserves Will yield in excese of 100 billien
barrels of 04il. Exaellent work has bteen done by the Bureau
of ilinea in $he development of shale mining on a large scale.
Although it 1s &pparenh,that'the Pegulting product otGets are
8t111l significantiy higher $han those from petroloum the levels
are such that this source of fuel warrants continued atten-
tion by the petroleunm industry. The future trend of oil ghals
development will, of cource, be affeoted by the trend in ocost
of gasoline from crude petroleum.

ZI?HE CHATRMAN: As I understand it, thig Committes
expects‘to continue further studles of this problen?

MR. RODGERS: Ve 39aume.that you wish us to con-
tinue. It 1a going to take at leagt six montha. The tech-
niclians gay they think'they oan finish in eix monthe. I am
inclined to think it may be a year.

THE GHAIRMAH: Iz thils pregented as a parﬁial re-
portt | | i

MR. RODGFRE: Yes,
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THE CHAIRMAN: With the understanding that this
Goﬁmlttee wiil continue in its study.

You refer to the report. Are there any questions
of lir, Rodgers? |

IR, VILSON: Ag to the figures, 4o they 1noiuﬁe the
separation and recovery of the chemioals for the straight
eoal plant? |

MR. RODGERZ: Yes.

MR, VILSON: what kind of credlt do you take for
the ohemicais, in figuring the cost of gasgoline for that
single plant? |

M. RODGTRS: The present market.

IR. WIL3ON: Thank you.

THR CHATRMAN: Do you desire to call upon your
apeoclates for an& additional eomments in oconneotion with the
veport, Star?

MR. RODGTRS: T think 1t would be well for both
Wy, Kemp and lir. Sohultz to make some general comments.,

MR, KEMP! I think lMr. Rodgers' report, which, of
courge, has been reviewed in ﬁetaiﬂ*bj‘tﬁe;Committee, covers
pretty much the situation which was presented in the more
detalled report, which will be submitted through the Counoll
to the various groups 1n-the Depaftment of the Interior in-
’tereated in the matter.

We have guite a volume of technical information .




40

which has been prepared with the cooperation of thilg long
118t of experts that lr. Rodgers has given you here.

We feel that, although we are still at some polnts
ot ﬂifferenoe'with our friends in thé Bureau of Hineg, at
leagt we know where we shand, and we hava been able to de-
linsate these areas of difference. Thsre will be, no doubt,
further diecuesgiong on the gubject.

THE CHATRMAN: Thank you, ir. Kempe.

MR. DOWNING: Do these figures give oredit for the
peproleum products ané the by-preducts?

o MR. RODGERS: Yes. At the market price.

I would like to have M, Schultz spesk on the ro-
port of investigation, 6564. Will you clear that up, and also
glve them & general iden of your work with Prise Vanterhouge
on this thing.

MR, SCHULTZ: That was the report we started with;
it get up the costs of making gasoline by coal hydrqgenation.
Those cogts include an interest charge durling the construc-
tion neriod, and the primary thssries used were two; one
after the conatruction period, a cost of gasagoline with no
returﬁ, and a cost of gagoline including a three percent re-
turn on your capital. Therein rects one of the major dif-.
ferences between the beports submitted by thig Committee and
the figures preparcd by the Bureaun ¢f lines in the handling

of capital chayoar.
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In that oonhection, the Committee retained FPrice
Waterhouﬁe as a oonsuitant; and Prlce Waterhouae gtudied the
matter. It wae indicated that for a venture of this type, a
return of 16 peroentIOn investment was what they thought would
be necessary to attract capltal. Ve have used 6 percent. Ve
were sure that 6 percent wasn't enough, but thought that 6
pereéont was o mﬁderate amount and could be, certainly, Justi-
fled on the basls of return obtained by pipeiine companieﬁ
and the utilities, which are regulated and allowed by the
Governrient td make that type of return.

MR. W. ALTON JONTS: What would the inoromental cost
be?

M. SCHULTZ: The cost of gasoline would rise about,
on goal hydrogenation, about one-and-a-quarter cents per gal-
lon for cach one perocent return on investment.
| MR Vo ALTON JONES: The big item is, of courge,
interest on lnvestment.

IMR. SCHULTZ: The investmont ﬁoat per barrel of
product 1s so very great. |

IR« RODGER3: How mueh will it raise the ghale oil;
what will fhe affect be on the shale 0il? -

M. SCHULTZ: £ don't have 1t in mind; about three-
quarters-of-a-oent per-gallon.

| Mr., Heup asks that I mention something about the

chemicals and other bhy-products. In all of thege studies, all
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products were credited at today's prices;.coal, sulphur,
ammonla, varlous things that were made in the proocess, were
oredited at today's prices.

- MR. WILBON: It seems to me that thie should state
that, _

MR. RODGERS: I think we have it in here.

MR. WILSON: I didn't see 1%,

Mﬁ. BOHULTZ: 1I¢% is in the big table.

THR CHATHMAN: It 1g in the tabulestion.

IlR. SCHULTZ: I would like to point out one Giffer-
ence wherg that was not done, and that was in the onee of
shale 0l1l, where a major part was heating-cil, and there wo
.creﬂited heating-oil, we heve got the coet of gasoline, and
part of the heating-oil, based on narket vezlue, bocause we
d1dn't think 1t fair to threw the 1nareﬁent ¢f Goat for the
heatlng oll ppailnst the gasoline, and so we went on what we.
call an equlvalent gasoline basisg,

MR. WILSON: I don't gee anytking in the table which
indloatesg that you took ihto aonglderation, credited the cost
of chemicals.

THE CHAIRMAN: I% 4o page 7, end of the firat jalzh
agreph. ' '

M, RODGYRS: Thgre are one or two thingg --

MIto WILSOE: Wew gald this 334 inciuvde the invegt-

ment engh o Lho BREBLCET omreTianr | e e e



N 43
additional investment will be required rpr further prooaassing,
recovery and.purifioation of the ochemiosls.

MR. SCHULTZ: That 1s the queation of recovering
those other chemlceals. Ve took up the chemiocals dlsoovered
in the first stage. We did not try to recover the gasoline
further. Ve left thogs products in the gasoline.

Mﬁ. JACOBSEN: I believe, dealing with the single
plant, 1t was said they were creditedrat the market price.
Now, does thht mean, by implication, that in the muiti-plant
the output would be sufficiently wide Lo depress the priqe of
the producis?

Ifit. RODGERS: DMn, Sehgltz.

MR, SCHULTZ: I think the answer ig that the phenol
productlion from cone plant ie approximately ten percent of the
pregent congumption of phenol in thic producfion. The produc-
tion of xylenolg, and the crecsols, represent approximately :
100 percent, frém oﬁe plant, of what is used in thig country.

Therefore, in the single-plant case, we gave eredit
for all the ehemicala at today's market price, assuming that
the market would absorb i%. Ve made that asgunption.

In the multi-plan% case, We forgout oheminals entire-
ly. Had we put chewmloals in one piant, 1% would have redused
the coat of gasoline from tha% plani, that one plant, about
one eent a gallon, and tﬁat would be about an sighﬁh—ofea-oent

a gallon.



MR. VILLIAMS: Mpr, Rodgers, in the analysls, 4id
you conpgider 27-1/2 percent depletlon, as ies allowed? It
would inorsase the cost, 1f you were deprived of that; it
would increase the cost of gasoline 3-1/2 or 3 eents. If
you haven't taken it into consideration, and n similar allow—-
ance 1g not made on ghale o0ll, the comparisen would no%t be as
gquitable as I think you might want,.

As 1 underatand 1%, 17 you take away the depletion
allowance, then that would rilse the retail cost, and put us
~in the sams pogition; it would raiss the cost fromlz-i/a =4
3 cents. If you do that, the gynthetic might be enmparable.

I'R. RODGLRE: We @iﬁn't g0 into that. There ig
no depletiecn invelved in any of tha figures here on shale,
I get your point, but we @ldn't zo inte it.

MR, SCHULTZ: The depletion given on conl Was taken
into acoount,

IR« RODGWIS: It 4g ﬂmall.l

MR. SCHULTZ: Yegg, because the copt of coal in the
procegs is so gmall.

R. POGUE: I don't soe in the coupiltion any pro-
vision for the returh of tho $435 million. Your depreociation
was allowed and that would presumably maintain the plant, AP
the ﬁlant had a 1ife of 20 years, that would be about $022
million amertizati on, |

MR« RODGIRS: T am #lad von valasd Thak ceoniion.



The 20=year amortization gave it a break,

MR. SCHULTZ: We allowed for muintenance, materials,
labor, and depreciation.

IR. RODGERS: The indugtry couddn't afford o 20-year
amortization, but that ls what 1t is Pigured ate

MR. BCHULTZ: Without any retﬁrn ont your invostment,
and without aiy profit on your money, selling gasoline at
thése brices, you couldn't even pay the cperating cosgts.

Ve amortized it. |

MRe SWENSRUD: Was the income tax on the assumntion
that you would sell the gasoline at 46 gento a gallion? On what
bagle was 1t ealoulated? Ie that on the assumption that the
Government would buy the gasoline at that prioce?

| R, RODGERS: Yag.

MR« MAJTWSKI: I would like to know; Mr, Chairman,
what d%spositinn 1s going to be made of this report, to the
public?

M. RODGERB: There will be 5 news relesase of it.

IR. MAJEWSKI: We understanrd we are on the threghold
of a new digcovery. I am exercised about how the public finda
out thiat this new find is not a nev find.

I'/R. RODGERS: We havé A news rslease on it.

IRs» BLAUSTHIN: Do I understand that if this were
elimlnated, the cost from oil ghole woulé be brought down six

times. three-quarters cf a gent, or 4-1/2 gentg?
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MR. BCHULTZ: You mean, profit, 6 percent profit.

If the 6 peroent profit were eliminated, the return on invest-
ment, interest plus profit, if the 6 percent Were taken out,
including the income tax ycu pay, the cost of ghale snd the
cost of oll, ac given in the report, would We approximately
cut in hslf,

IR, DOWNING: Whut does %hie Bureau of lines 8ay on
1t} 4o they sgves with the oonéluﬂiona'of our Gommitte?i:7

HR. SCHROEDFR: If I may, Mr. Chairman, I would
like %0 gay something, briéfly.

THY CHATRMAN: Hpr. Schroeder.

ifi. BCHROEDER: Needless to agy, I”felt a little bit
unensy, “hile the comments were made, but I had to sit quiet.
I would like to say, firast, that the Bureau oertainly has
appreoiated the opportunity te work with your people and %o
cooperate s¢ clogely and go extensively.

I am gure our o@st-eatimating group has received g
great deal of bénefiﬁ Tron thié WOTK.,

I hope, also, that as time goes on, the oil industry
will reallize the benefit from this more dgta&led knowledge of
synthetio fusls.

I think perhaps we can point out the fact that their
understandiﬁg of the shale ploburs is muech better than it hag
-been up o a few nonths ago.

N(}"]’J? E}'t’}‘?ﬂ, ‘EE’:?..’i?’c'-} '1?3 "?[}C}r'};: {'B'F\“ EIF'.f"?';l_',u' oo '\;'7“.3_'1.5’.:::‘?"' npgtley 1 --:'!';_! e
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Bureau of Mines has presented, which on th§ firet page oovers,
very briefly, the production cogta for 011 shale,

Ve have no gtrong disagreement with the NPG report
cost studles of oll ghale. Ve dilsagree slightly on %the way
they handled the housing. We do not think as much money 1g
necegeary as they have indicated,.

Ve also feel that the method of financing the plant
is not one that you would normally use in the peuroleum in-
dugtry, or any other, at the present time., They have Liesn
one that you would have used five or ten years ago.

Attachzd to that single sheet you willfind a long
report which deals with ooal hydrogenation. Some of you will
be interested 1n going into that. However, if you don't want
to read the whole report, I would suggest that you pead simply
the firgt 3-1/2 pages, because they cover the Bureaﬁ'S’vieﬁ-
point on coal‘hydragenation.

The thing that you will note, first, is the tremen-
dous dlsagreemsnt in the cdal hydregenatlon between NPC cost
estimates and thg Burcau of lilnes estimatés. NPQ believes
that 1t will cost something like 40 op 41 eenta,‘oost plus
pféfit, to put the gasollne on the market from coal hydrogena—
rtion. Our flgures indicats we can pubt the gaseline on the
market for 12 cents a gallon, making 6 pefoent on our. invest-
ment on our Wyemding Plant, and 6 pevcent return on oup equity

investuent fcr the Vet Kentucky Plant.
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Why these tremendous differences? I will go into
that, briefly.

Flrst, we find that for the plant alone, the NPC
copt estimate was gbout 25 peroent highsr on the initial
invegtment than the Bureasu of [Mines ;nvestment. The unfor=-
tunate thing ig that that 25 peroent differsnoe 1s nultiplied
agaln and again and sagain, becouse you apply percentages to
thot 26 pereent %o got your waricus factorg that you use in
calculating yeur,&perating cGeha.

Then the operating labor and maintenance for the
NPG Plant is -- I don't have the exzob figure, but 1% is rough;,
1y twioe that of the Bureau of linas Plant.

Vig have gone through the figures éna find, for
exampla, in the power plant, ¢hat NPC pecommandad 29 bperatdrg
per shift. The "Electric World" finds, for a similar-gized
power plant, the‘number of'oﬁerators would be 10 to 18, in-
gtead of 20,

For the water system, NPU recommende 10; the accept-
ed figure 1s 3 to 4 cperators per ahift, |

The oxygen plant, they recemmend 7; our Burean
Plant indleates 2 men per ghift.

Trackage and lcading, they recommend 13 men, while
the o1l industry experiense indicates 6 to 7.

| Now, these are Just a few examples.

If you go on through thot whela efudr, ver WANT PAnd
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that figure after figure is too high.

Operating labor, again, doesn't add up to very much,
but ﬁhen you gtart to apply percentages for supervision, main-
tenance, and go forth, whioch go on operating laber, it mul-
tiplies again and agaln. '

We dlpagree with respsct to $67 million that was
gllowed for housing, I don't think that amount of money is
at all necessary. Ve think, furthermore, thaot it is doubtfui
1f you should wprite off the housing in 20 years us-é.total
loas. I suspect that here in WVaghington, at the end of 20
yeors, 1 will be able t0 sell my hougse for more than I paid
for 4t. Haybe the housing shouldn't be written off complete-
ly.

‘Now, I think that perhaps one of the points on
which we dlsagree mogt is this question of finanoing. The
pecple in NPC took 100 perocnt equity oapital, and the inter-
eat on that, due to your profit taxes, is $78,000 per ysar,
or 11 cents per gallon of gasolins, in that one itenm.

I ocan only poeint to thisg fact, that the industry
hes bullt one synthetic fuel plant operating on natural gas
in thls country. Did they use 100 pgroent equity ocapital?
Mo. They used 5/10ths'qf onte percent equity capital.

They charge per day in the way of taxes, instead of
beilng $78,000, was $392. The Buresu of Mineg dces not recom—

mend either type of financing. Ve have token a middle type.
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Sixty peroent fixed capital, and forty ‘peroent equlty capital.

There hag been discugeion of the faot that this isg
a'risky enterprige. Of course, it is, today. The processes
are not well—devélopeﬁ in this country.- No plant, no coal
hydrogenation plant, has beon bullt. No o1l ghale plant has
been buils. But LT you presume you are going to build a
250 OGO-barralwa—aay indugtry, obvicusly, vou are going to
have the technology ironed out before you go into that indus-
try. By the time you move inte the indusliry, you ave golng
to have -- your technology is golng to be worked out. Your
risk from the technologleal standpoint will be relatively
emall. I think, much smaller then dri1ling holes in the
ground.

Tith respect to the chemlcal products, I don't
think that the orediting of thoe chemical produecta has been
handled in the right manner. The single plant is not com-
parable with the single plant proposed to %he Departmens.
There are produced, instead of about 15 ahemicals; will
. produce about 45 o 50 percent.

So far as comparigen With that single plant, I
don't think they have handled this situation at all correotly.

Now,‘then, let's go back to one mors set of figures.
That ig the aqtual cont figures exolusive of profit.

Vle find thaﬁ-thf Bureau of Hines Tigures for the

cost of equivalen®t gasolios in 11 cents now w1 . Thol Gt



account of the ochemloal oredité. and so forth,

- The NPC figure is roughly 20 cents per gallon., I
think thoge differences are explainable by such thinge as
this question of operating laboer, higher investment cost, and
80 much,

| I would llke %0 point out the way of handling the
finances multipliszs even that JdifTiculty very greatly before
you get to the final cogt of the product.

Now, I think I ﬁave coversd everything. I would
like to recommend that you read pages 1, 2 and 3 in the re-
port.

I would like to say that I think you all realize
this 18 a preliminary report. In the first place, this coal
hydrogenation plant ign't even a modern-day plant. It is a
conventional plant as built in Germany a number of years ago.

In the next gtudy, 1t 1s anticipgted that the
piant will be modernized, varioue changes will be made.

However, even 4in aspite of that, I think thut unleﬁn we
oan resolve these questlons of financing and housing, thingg
like that, we are going to continue to divers.

I would 1ike to point out, however, there is some
growing experience wiﬁh coal hydrogenation in this 60untry.
Union Carbide have .a plant which cost them about 811 million,
on which they expeet %o make a prolfit. I think they have

some reason for believing that coal hydrogenatlon 1s a sound
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procesa,

I would like to see this new information, these new
viewﬁoints, brought into a continuing cost study along thig
line., '

I would like to say, aleo, that the ploture is
probably not quite as diseouraging with respect to coming 4o
agreenent as 15 seoms right now. 1 say that, for tﬁis reagon}
bagk 1in 1848 there Wé?e groups of poople studying the cost of
making gasoline from oll shale. It was much the game growps
a8 are involved 1n this gbudy. That group ceme to the con-
clusion that the nost exclusive of profit was about 16 cents
a galien. On ﬁhe bagls of.the pregent methods of financing,
thaut would-raiae the cogt of gasoline from 031l shale about to
30 or 31 cents & gallon. That study wag made in 1948, Today
we find that in o more oareful atudy the cogt of making gaso-
line from shale hag been helved to 15 cents o gallon,

I think that indiceSes, perhape, some progress on
the part of the Burcau of Mines and various o1l induatry
people, but I think it also repeegonts a ohanged attitude on
the part of the people whe wers malting the cost atudy, at
leagt in part,

The Burcan of Mines 13 optimletio enough to hope
that we are going to make thait same shange in their viewpoint
with regpect to0 usal hydrogenatlon.

4 ALy
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process to ocome. That 1s the Fisgher-~Tropoh method. We are
as intereasted in that, as any other. Our Job is tb go forward,
study each process, and o0 make known our 1nform§tion to you,

THE CHAIRMAN: Thank you, Dr. Schroeder.

(Applause.)

THE CHAIRMAN: Gentlemen, the question before the
Council is the adoption of the interim veport submitted by
lr, Rodgers' committee.

- Any further discussiont

lir, Rodgers hag moved the adoption of the report.

(The motion was seconded.)

THR CHAIRMAN: A2l in favor, indicate by saying
Ave; oontrary, No. The report is unanimously adopted, lir.
Nodgers, wlth thes undergbtandlng that your eommitteé will oonw
tinue 1ts atudies.

The Committee on 0il and Gas Availability, lp.

L3

MeCollum, Chairman.

iR. MC COLLUI: Ir. Chairman, you will recall at
the last meeting the Avallability Committee submitted an
interim report. We areg working on the long-term report.
e had heped to have it completed but 1% 1s not complete.
A preat deal of work hag gone into the report. It i1s approx-
imotely finighed. The Review Committes reviewed it vester-

day. It will) be 1in two parts.

L oan only nay thab o great dopl of work heo been
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done, good work, and it will be an intereating report. Ve
hope it 1s submitted in finighed form at the next meeting.

THE CHAIRMAN: Thank you.

Dr. Wilgon, Chalrman of the Committee on Capital
and Naterials Requirements for Inoreasing Avallability of
Petroleum Products.

M. WILSON: Thie report is presented in respoénse
to the request of Mr. H. A, Stewart, Director of the O1l and
Gog Diviagion, Department of the Interior, for estimates of
the coet in capltal and materlalsg of increasing the Western
hemt sphere avallability of petrolewn produots by one million
harrels dally over the 1evei of operations durlng the period
November 1, 1950 through January 31, 1951.

The original request dated January 29, 1951 asked
for estimates 6f costs by incrementa of 250,000 barrels daily
and the assumptiqn of ocurrent indugtry product ylelds.

This commititee was appointed promptly by the Nationel
Petroleum Council and held its organization meeting on
February 12, 1851. A% that time four subcommittees were ap-
pointed to gtudy the request and develop the estimates for
production, refining, trangportatlion and storage respec-
tively. A list of the commitiees and suboommittees is
attached, in Appendix 1.

The preliminary work of the suboommitiees indicat-

ed that, in the base period, the avallable capacity in the
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petroleunm industry in the United States was substantially
higher than the level of operations durlng the bése perioq,
even though that level was substantially higher than for
any previous method. A subsequent raport hy a committee of
the National Petroleum Council ghowed erude 0il producing
capadity 4n the United States in Janwary 1951, of 6,727,000
barrels dail’, or 867,000 barrsls dally more than the average
‘production durling the base pericd. A report of the Amerlean
Petroleun Institute indloated a refining capacity in the
United ftates on January 1, 1851, of 6,860,000 barrels daily,
or 640,000 barrele dally more than the runs during ths
base period. It was apparent from thegse figures that wlth.
out any new refinery construciion the industry ocould geliver
in the United Staﬁes at least 500,000 barrels daily of pe-
trolsun produots more than during the basge perlod, providing
necesaary transpoftaﬁion and storaée facilities were bullt.
An interim report was submitted by this Commlttee
to the Council on iay 9, 1851. In thle report it was sug-
gested that the réquest on the National Petroleum Counclil for
'eatimates on capital and materlale requirements be modified
td take into account the fastes developed by the preliminarv
studles. Acoordingly, on May 28, 1951, Mr, H. A, Stewart
subﬁitte& a revised requeet, attached hereto as Appendix II,
This reviged request, ﬁhich is the baslis of the prezsent

report,; onlled Tor gsblmabes of the sepitel apd matevlala
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(1)

(2)

(3)
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" Bottleneck removal to permit the year-round

utilization of 500,000 barrels dally of the
exiating reserve producing and refining capa~

¢lty. This would reguire the congtruciion of

" new transportation facilities %o move the

additional orude oil avallable 10 the operw

. able refineriea, and atovasge capocity to enable

those transportation and refining facllities

to operate year-round ot %her?equiféd rates.
300,000 barrels 5aiiy of all=rnew il produciion
to be found, developed, transported and refined
in District III. The necsesary refineries to

bes constructed et two iheoretiosil locations

on the Gulf Coast, selected to aveld areag of

present congestion, and wifh new traﬁepartation
‘facillties tc move the efuﬂe oil to the refiner-
ien. | |

100,000 barnels dally of all-new 041 produo-
tion to be found and developed in Alberta, |
Canada, With new refining facllitles tétaling
the same copacity to be constructsd in the
Pacifie Northweat, and with nosessary new pipe
linesg i fransport the c?udé 0il fyom the fields

0 The refinerien.
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(4) 100,000 barrels ﬁaily of new 01l production'fo
be found and developed in Venezuela, with
necessary new pipe lines and tankers fOr mov-
ing this new crude from the assumed polnts
of production to a refinery or refineries to
be congtruotad on the Baat Cosst of the United
states.

The sgtudies of the various subcemmitteés haﬁe in-
volved a very large amount of ﬁork. For gxample, the sub-
group on new capaclity of the Refining Subcommitiee has worked
out flow sheets and preliminary desglgng for féur different
slzes of refinerles at three d1fferent locatlons, and their
report comprises 113 pages of %ext, Tlow sheets and tablea.
For the purposes of reporting to the Councll, the cémmittee
felt thgt only o summary of this mass of information should
be presented, but if the 011 and Gas Division of the Petrol-
eun Adminiatration for Defense go desire, the various subw-
eommitﬁee shairmen and their aspistants will be glad %o go
into detall as to the assumptions, background data, methods
of caleulation, or other informatlion,

The gtudies of the Commitice and iis aubcommltﬁees
have resulted in the developmant of the various estimateé.aa
requested with the exception that it hag been.foun&'impoa-
slble to present relloble estimates on the ocapltal which will

be required, eithar in this countey or ebroad, to £ind and
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develop the specified inorements of new orude oll produetion.
The exploration and development process for new corude Te-
serves covers such a long period of time that 4t is impos-
sible Tfor the industry to trace ths sosts involved in the
availabllity of the new oil currently belng developed, let
alone to‘eetimate the amsunt of ©0il which may be found in
the future ag a result of the expenditures for exploration

- currently belng made. No one can toll whare oy at‘what depth-
new regerves will be found or what the oversll oost of find-
ing those reserves will be. Other mujor uncertainties are
the coste of leames or forelign concessions in the arecs $0 be
develépeﬁ, Consequently the Commitioe is hot presenting es—
timates of the capital which will be required to develop the
speclfled increments of production znd is of the opinion

that any estimateg on this point eould not bHe reliable and
vould be sublect to misinterpretaticii.

It his been possible; however, Por the Gommittee to
arrive at reasonably reliable estimases of the steecl required
in developing new crude o0il availability, benause most of
Tthe steel uged by the produstion brauch of the industry is
for the drilling of naw produsitive wolls affer the fieldg
have been dlscovered snd for the maintenénagrof operationg
in existing wells. Comparatively lltile steel 1s uged up in
the exploratory operationg of the inﬁuatry, such as geophy-

8lcal and geolomlocal work, Tesk 3n $he ArdTAtar af Lo
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holes, most of the steel used 1s recovered for further oper-
atlong -- but the dollars are notd

The following discussion sgummarizes the methodg of
naking the estimates for the four inerements.

(1) In estimting the transportation and gtorage
requirements needed to get crude to, and store products from,
the first increment of 500,000 barrcls per day to be mads
from existing reserve producing and vefining facllitles,
questionnaires were gunt out to all refinerisg, and the ex-

cellent PAD report, Detrolsum Trangnortation (July, 1951),

was used extensively. An effort was made to get the 50§,000
barrels per day Ancrement from that part of the shutdown
refinery oanauity which could most Peadily be brought into
operation (and much of it has aiveady been brought into at
least part-time operation). lost of the remalning spare
refining capacity waé poorly lecated, expensive to operate,
and would have &ifficulty in making competitive products.

The 367,000 barrels additicnal producing capacity
(above the 500,000 barrels increment figured on) was not
used as part of any of the Four increments, bubt was congider~
ed to be ﬁighly desirable standby eapacitj in view of our
orude imports which averaged ahout 500,000 barrels per day
during the base period.

(2) 1In figuring the stecl requirements for tne

ereasing the erndo profuod b T dw 4n T ates ao e T Ut ey
& B VRATIG TREDORIOE I L e S rrEe e P Y N A
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barrele per day, the actual results of exploration and deu
velopment activities for fhe past three years wére carefullj
complled and énalyzed in conjunotion with the report of the
National Petroleum Councill Conmittee on Steel Requirementa.
The dmta in this latter report includle steel used for pumping
equipment and malntenance on exiasting producing wells; con-
‘sequantly, the velation of theae figures to the development of
new availability tends to overatate gomewbat the steel re-
quirements shown herein for new production; unfortunately,
no_feliable breakdcwn appears to be available. In additlon,
1t should be noted that the steel requirements estimated do
not represent Unlted Staﬁes averages, but are for a partieular
area at a partieulér'time. The refineries for the.Districﬁ ITY
Anerement werz assumed to be located on the Culf Coast, of

the slzes indlocated in the ftables, and the ~stimates include
the gogta of iand, utilities, refinery storage; leading facl-
litles, etno. Tfanaportation includes pipe lines %O get'the'
crude from the probable areas of dlgcovery to the refineriés
at two different locationg, but does net incluﬂe tankers fo
move the products since the destinatlons were not known.

(3) As in the cage in the United Sfates, there isg
congldarable reserve proﬁucing-capacitylln Canada above pres-
ent production levels. However, the estimated steel require-
meﬁtg for the redquested increnent of 100,000 barrels daily of

new orude produciion in Cannda were hased on new wells and new
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proven reserves in order %o avoid any dependence on present
regerve produolbility and proved resefves. Pour refineries,
each of 25,000 barrele per day capacity,. were aasﬁmed to be
located in the Pacific Northwest avrea, complete with the sane
gppurtenances as mentloned above, - Crude oil transportation
includes necessory gatherlng Tacilities and a pipe line from
the Albverta area to Vancouver., Building of this projsst
would free geveral tarkers now gupplying this ares, but no
credlt 1s taken for this.

(4) The incerement of 100,000 barvels éaily o6f new
Venezuelan crude was basged on the gosummtion of new wells and
new dlecoveries in The sastern part ¢f the country. eatern
ienezuela was not congidered because its exbensive acreage
of proven reserves would make unrealliatlic the agsumption of
all new discoveries. Tranaportation includes the nécessary
éathéring and trunk pipe lines to ﬁfing the crude to_deep
water; together with the tankers required to complete the haul
to a new refinery in the New York arca. This refinery,wﬁs
designed to handle the full 100,000 parrels dally of Venezuelan
crude,_ana includes all of %he faciiities nentlioned for the
two previous caséso

| rThe following Table I summarizes the egtimates of
the.subcommiﬁteEQ anﬂ the maln committee as to the gieel re-
dquirements for cach of the shove~mentioned increments of:.

capacity, and the wopltel wogulperends Tar cverhhing seneoas
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productisn. The more important assumptions involved are in-
dloated in the table or footnotes thereto. The steel re-
quirements for deﬁeloping production are.substantially dif-
ferent among various areas, both in the ﬁnited States and in
foreign countriea, brcause of many varlable factors, includ-
ing majJor differences in the production per weldi.
Table I
metimatad Steel and Capltsl Requirementa for
Developling Availabiiity of Mlllion éarrels Dally of
Petroleunm from Sources Specified by 0Oil and Gas
Division
YTotal Steel Heuuwired, Thougands ef Toﬁg
500,000 300,000 100,000 100,0QO
Pzl ating New New' Hew

U, 8. Digt. III Canada Yeneczuels Total
7

S

mxploration ang

Produotions... - 3,21001) 1387 55%7) 1,383
Transportation. 524 278 190 | 1013} 1,193
ReLiniNZececesse - 2574 8i5) 72 418
seovagel€i...... 23" = _- = - 237

To%8leoeraraee  O61 1, 748(%) 59V 228 5,251

Avarage toud per \ -
daily barrel  1.72 5.82(1) C 5.97(2)  0,08(2) 3. 03

Gapital Hequipred, Milllons of Dollarg

A e

Exploration and -
Produstion. <. Hone - = = = = Hot avallable = = =« = =

Tpangportation., = 202 109 w3 213) 485




RefANINGeenes - ogn7 {4} 9g(6) 73 428
storage(6)... B2 - - - 52
NOTES:

(1) Inocludes steel used for maintenance of existing wells;
does not include credit for natural gae which an the
average would be equivalent &n hoat valus to 234,000
B/D of additional oil.

(2) The lower steel requirements pes daily borrel for for-

| eign produstion, espeoially Vensgzuela, rafleat the 4if-
ference ameng various areas, both in the United States
and abroad, due to many variable factors, ineluding
major differsnses in the production per welle.

(3) Includes pipe line 10 coagt of Venezuela cnd tankers
from there to East bast.

(4) Based on three 50,000 B/D, four 25,000 B/U, and five
10,000 B/D refinerdes, all designed to minimum specifioca-
tion for average induegtry yields of productes. |

(6) Baged on four 25,000 B/D refineriee, designed as above,

(8) Covers only the'adﬁiticnal gtoroge needod in ordsr to
utilize fully on a Year-round basig 500,000 B/D e¢f the
excene capaolty existling in the bage period. The
storage requireménts of neﬁ pradusction, ﬁransportatioﬁ,
and refining ocapacity for the lazst three increments are
inclaéeﬁ with thoge figures ©n capital and ateelé

One of the most GLFFLoult problems in prasonting
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this summary ardses from the fect that in estimating the stéel
requirements of exploring for and developing ollproduction in
Dietriot 1II (based on actual experience 1in recent years) the
operatlong inevitably discovef a large amcunt of natural gas,
both aésooiaﬁed With 511 and in dry gas fielﬂe; Slnce these
dl scoveries are also highly desirable for national defense,
it 1s unfair to 6harge all the steel requirements against the
il only. It ghould, therefore, be kept in mind that , bn

the average, for each barrel of oil production developed in
Distriot III, an amount of gas-equivalent on a B«TsUs bapis
to about 0,78 barrel of additional oil would be expected.
Similarly, gas will be obtnined from the Canadian exploration
and development work pOQtulated? but the amount cannot be
egtimated at all closely.

It must again be emphasizeﬁ that while these figures
repreaesent realisgtlc estimates of what the Committee believeg
couid he done by way qﬁflncreaslng production, refining, trans-
portation and gtorage requirements at the different specified
lacatlons and under the speclficd assumptionsg, the Gommitteé
1s not recommending this as a program, or even indicating-that
the proposed increments are the mogt esconomical or Gesirable
ones. Civen a favorable economic climate, the industry will
and should continue o expand in the future as in the past,
based on the individual decisicns of many different companios

using their own funds. Indeed, a majoer part of the indleated
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amount of expansion has already taken place, and more than
thig amount of expansion will be accomplished before the end
of 1952 1f adequate steel supplieg are avallable. The ac-
tual expaneion, particularly in the all new" category, ﬁill,
of courge, be quite different in size and location from those
herein postulated,

The abllity andlwillingness of the industry 10 e¥-
pand with its own funde t¢ meet the growing needs of the clv-
ilian economy ané the military establishments wre well il-
lustrated by the following two oharts. The erude produciblllisy
figures in Chart X sre based on the recent report of the
National Petroleum Council Committea on Domestie Crude Pro-
dueibility, and inolude none of the foreign increments which
are algo under way. Tha domestic refinery capacities shown
in Chart II are baged on definite industry plans as revenled
by questionnaires from the refining suboomnittee, and are
dependent only on the avallability of steel.

I think you will £ind the two charts very intorest-
ing. It showg how the industry goes ahead and doeg 1% without
any program or any oentral planning attempt. It does 1%, I
think, in the places where it 1é most efficient,

Chart I shows the natural crude produstion, The
dotted 1ine, the orbitrary one million barrels per day.

| Cn production, even the minimui expected -gvallg- -

hat1s sy, was weadhoed by fThe nfddle of whia wear. Ve are now
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in or past the minimum of a million barrels.

You have a million barrels surplus producibility at

the present time.

| On refining capacity, it was at a high peak during
the past period, in comparison with previous runs, up about
93 percent of crude capaelty in the country. Since then; it
has continued at an average rate of around 93 percent of
capaclty.

The glope of the curve is higher than in tho case of
production. By the end of 1951, we are getting close to thé
one million barrels a day, and we will be well past 1t by.
the middle of 1952, 1f we get the steel.

| Thank you, gentlemen.

THW GHATRMAMN: Thank you.

(Applause.)

THZ CHAIRMAN: Any questiong?

Thank you, Dostor.

I should like to ask you, lir, ﬁrown, and lLir, Stewart,
whether or not you feel that this report is adequate for the
purpose, &nd if the adoptlon of this report dlscharges the
Conmittee's responsibility? |

IMR. BRUGE BROWN: I think it is very adequato. It
w1ll be ugeful in many plageg.

THR CHAIRMAN: The question is upon the adontion of

the report submitted by Dr. Wilson. A1l in favor, signify by




67

saying Aye; contrary, No. So ordered.

Thank vou very much, Dootor.

We now pass to the report of the Committee on-
Liquef ied Pe#roleum Gas Availability, Transportation and
Materials Requirements, to be submitted by Mr. Warren.

HR. WARREN: Ir. Chalrman:

The Committea on Liguefied FPetroleum Gas Avallabillity,
Trangportation and Materlals Requirements, appolnted by the
National Petroleum Council May 24, 1961, has completed lte
agsignment and submits this report.

The Committee was appointed followlng a recquest of
the 011 and Gae Diviglon of the Department of the Interlor
that such a study be made. The request was initiated by the
Natural Gas Produstion and Processing Division of the Petro-
leum Administration for Defenasae.

Subsegquent to this request and shortly after the
Committee wésréppointeﬁ, the prelimina$y plang for the intro-
duction of the Conirolled Materials Plan necessitated a téle-
graphie poll of the liquefled petroleum gas producing indus-
try a8 to its minimun materials requirementes., Thig tele-
gféphlc poll gave the Potroleum Administration for Defense the
information 1t desired and that pari of the Commiftee's ori-
ginal assignment later was withirewn by the Ol1 and Gas
Division, in crde?‘to.avaiﬂ a Suplication of efforto

Meanwhllo, the Teeneportaiion Mwinion of %he
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Petroleun Administration for Defense Was engaged Ain a compre-
hensive study of transportation requirements under the direc-
tion of llr. John V. Boatwright and in coéperation with the
Trangportation Committee of the Council. Several of this
IP=-Gasg Gommittee's members asslebed in the drafting of that
rsport, which wgs presented to the Gcuncil at 1ts July 1951
meeting. In view of the comprehensive nature of the report -
in which was included the transportation requirements for
liquefied petroleum gas ~ that portion of the ageignment
to this Commltiee also was withdrawn to avolid a duplioation
of éffort gince the Petroleum Administration for Defenge al-
ready had the informatlon it deslred.

Thils report, acoordingly, deals primarily with the
avallability of lilquefied petrolsum gae and the adequasy
of transportation facilitles in the light of the liquefied
petroleun gas available.

‘The Chairman of this Committee requested iiv. K. W,
Rugh of Phillips Petroleum Company to be chairman of a sub-
comnittee to determlne the availability of liquefied petroleum
gase.

Thls sub=-commlittes canvaseecd the producing industry
by questionnaire and wag highly gratifled by the reapnnse, 7
egtimat;ng that 122 companles replying represented 99 percent
of the United States total producticn. This gub-commiitee'n

findings are attached and made a part of this repert.
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Although the transportation portion of the assign-rh
ment was offlcially withdrawn, the Chaliman assumed the res-
ponsibllity of agking the previously—appointed sub-conmittee
on transportatlon; of which I, B. €. Craves of Unicn Tank Car
Corporation is chalrman, to submit a ghort report on the
adéquacy of traneportation facillitiez in the light of the
figures reported by the sub~commities on liquefied petroleun
gas avallabllity. Tiat report algdo ig attaohed and made a
part of this report.

The Chairman deslres to point out, For the record,
that thig Committes at the outsel gave sevious consideration
to the determination of the nunber of privately-owned liquefied
petroleum gas trucks, by states, in service in thz United
States. It was learnsd suvgequently that a quesbtlionnaive
plready had bezn gent out under the auaplces of the Liquefieﬂ
Petroleum Gas Asscciatlon, and a.reqmest vag mede te incor-
porate the returne in this report rather than attempt a du-
pllication of this endeavor. The replies, ivWever, represented
legs than 50 percent of the maillng and 1t was decided that
the results were not sufficlently conclusive to be incorpor-
ated in this report.

The Committee, cn the baals of its study, has
" concluded that:

1. Thé avallability of liqueficd petroleum gog,

beginning with Joauesy 1059 Wil he sk sn o6 oo
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ated montlly rate of 380,386,269 gallons, or
9,056,816 ﬁa?rela, as compared with a monthly
rate beginning with January 1951 of 328,690,040
gallons, or 7,825,953 barrels. Thiaz represents
an increase of 18.7 percent.

2. Pressure tank uér congtruction haé kept pace
with the increased production of liquefied
petroleun gas.

I think Y might gay that it is possible, in my be-
lief', that the demand for llqueiied petroleum gas for the
first ten months of thlg year 1s somewhere in the nelghbor-
hood of 20 ﬁercent of what 1%t was last year.

Vie are pleased to submit the final tabulation of
the total avallability of liquefied petroleum gas in ther
Qnited Stotes for the month of January 1951, and an estimate
for January 19252, This information was obtained by mailing a
questionnalre to the liquefied petroieum Eaas producers.

We-bgliQVe that the 122 companices reporting avall-
ability this year represent appro#imaﬁely 99 percent of the
United states total prodﬁction and have, therefore, only
increased fhe actual figures reported by 1 percent rather
than the & percent used last year. Only 13 companies contact-
ed did:not angwWer the inquiry and they wershll emall producers.
The January 1951 achual total production was 328,690,040

gallong versug the estlmate for Janusry 1951 used in the
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last report of 323,807,641 gallong. This means actual pro-
duction was only 1.5 peroent above the sstimate.
The percent increases estimated for January 1952

over January 1951 are as follows:

Jamiery 1951 January 1952-Estimated % Increages
R Figures in Gallons

Propane 20;,605,611 204,064,834 16.6

‘Butane .88,040,114 108,198,907 | 20,9

Mixtures 39,045,315 36,122,528 -~ 2.4

Totals 528,690,040 380,366,269 | 15.7
~000 -

The Defense Trangportation Adminiatration census
of tank oars as of January 1, 1951, revealsg thot Hhere were
10,302 preesure cars in the liquefied petroleum gug gervioce.
It ie estimated that these 10,302 pressﬁre oars are capable
of mqving 164,832,000 galldng per monsh or approximately
one~half of the avallability of liquefied petroleum gas in
January 1951,

Agsuming th&t 509 of the 1iquefied petroleun gas
avallablility was consumed where produced or moved by pipe
line, highwmay, or water, then 50 to 75 percent of the 52,600,000
gallons inorease in produetion January 1, 1952 over Jenuary
1, 1951 nsed to be moved by rall.

ginoe the firét of Januvary and up $o the first of
October 1951, 1,270 Clase 105-4-300 gars have already been

congtruoted ecapable of meving BO,320,000 =allane A2 Saumnan-n
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production, However, 1,071 Class 106-A-300 ocars are scheduled
for completion during the months of October, November and
Décember 1961, capéble of transporting 17,136,000 gallons or a
total of 37,456,000 additional gallong or 72% of the totsl
increasced liquefled petroloum gas avallability January 1,

1852 as compared with Janyary 1, 1951, Of course, additional
Clags 105-A=-300 cars will be completed in January, Pebruary
and larch 1952 bﬁt these have been dlesregarded.

In additiﬁn to the above-mentloned constructed cafa
and those to be completed this year which are definitely iden-
tified as liquefied petroleum gae care, there are 377 Clags
105=A=300 oars programmed for construction whioh are doubtful- .
aa to their avallability for liqﬁefied petroleum gag as they
have been deacribed a8 anhydrous ammenia-propane cars, and 1t
1s probable that additional cars of this deacription will be
completed in October, November and December of this year,
aome of Which may be made avalleble for liquefied petroleum
gag.

In the foregolng analysis no consideration héa been
given to additional pipe line transportation which may be-
gome availlable prior %o January 1, 1952 and its effect on tha
transportation of the inoreased availabillity of liguefied
petroleum gas. |

It 18 concluded from this study that tank car con-

struction has kept pace With the lncreaced preduction of
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liquefied pgtroleum £as.
o0o
coprX UNITRED STATTS
DEPARTMINT OF THY INTERIOR
OI1, AND GAS DIVISION
Waghington 2%, D, C,.
Septembef 28, 1951

ﬁr. Yalter S. Hallanan, Chairman

National Petroleum Counocil

1625 K Street, N. W.

Washington, D. C.

Dear lr. Hallanan:

On May 8, 1951, I requested %that the National
Petroleum Council make a gtudy of the probable availability
of Liquefied petroleun gas, adequacy of transportation faoi-
lities for movgment thereof, and minimum materials required
for production and transportation to alleviate possible
shortages.

Thia le to adviase that studies already completed by
the Petroleum Administration for Defangs saﬁisfactorily cover
the matter of_tranaportation ahd of material rnquirementé;
énd make 1t unnecesgary for Counsil to cover these matters.

In view of the siftuation, I am formally withdraw-
ing my requeat %o the Goﬁnail to ineiuds the gtudy of ade-

auaay ot braaanouiatine Panll e o a0
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required for production and transportation,

It 1a requested, however, that the National Petrol-
eum Counoll continue its study of p;dbable availabllity of
liguefied petroleum gaa, and I trust that the report may be
available at an early-date.

Sincerely yours,
/8/ H. A, Btewart
He A+ Stewart
Acting Dlrector
COPY UNITED STATHES
DEPARTHENT OF THR INTERIOR
OII, AND GAS DIVISION
Waghington 25, D. C.
May 8, 1951
lir, Walter 5., Hallanan, Chairman
‘National Petroleum Council
1625 K Street, N. V.
Waéhington, D. C,
Dear Mr. Hallanen:

Slgnifilcant ohanges in the liquefied petroleum
gas situation have occourred since the submission by the
Nationsal ﬁetroleum Councll of its last over-gll report on
this aubjeet. During the winter of 1950~E1l, thers were re-

péated looal spot shortazes of liquefied petroleum gas and
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there are indiocations that spot shortages or tight situations
could easily occur during the comlng winter.

The Natlonal Petroleuﬁ Councll 1is requested to
study the probable availabillity of llquefied petroleum gas,
adequacy of trangportation facillities for movement therecof,
and minimum materials required for produoction arnd transporta-
tion to alleviate possible shortages, and submit such report
and recommendations with respoct thersto as it may Geem appro-
priate.

Sincerely yours,
/8/ He A. Stewart
He A, Stewart
Acﬁiﬁg Director
=GO -

MR. WARREN: I move %the adoption of ths report,

(The motilon was geconded. )

TH, CHAIRMAN: You have heard the report. Are
there any qugations?

You have haar& the motion. All in favor of 1%,
indicate by saying Aye; contrary, Na, It iz adopted.

Thank you very much, Mr. Varren, for ths report.

Mr. Jongs, I am sure you do not have a formal re-
port of your Committee on Government Personnel, but I bhink
1t would be interesting for the Council to have some knowledge

of the D?ﬂb-;@mq fiiat IR F"mv’% ThRes T Booamaa e

soldin S Ui gk i e
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neotion with the matter. _

MR, W. ALTON JONES: Np, Chalrman, there s no
formal report.

As most of you know, thig Commlttee on Personnel
was oreated at the time of the.-formation of the PAD for the
purpose of making avallable, %o tqe Seareterf and to the
Petrolesum Adminigtrator, personnel from the industry competent
to gtaff the varilous activities here.

I think the Job was falrly well done, ﬁnd we had two
or three things which were fundamental in the beginning,

One was that 1t was early determined that in requesting theﬁ
to come to Washington 6n These assignments, commtments would
be made that they would net be expected 4o come for an in-
definite period, |

Ve felt that was necessary, for nany reagons. It
18 unfalr to ask a man %0 leave an important position and
come to ashington, a position in a gompany vhere he has hope
of a fufure, and %o which he has deveted his 1ife, to come
he?e for an Indefinite time, and a0 1lose his place in the in-
dustry. | |

In the selection of the nen, commitments were made
that =t the end of a certaln period of service they would be
released.

1 wanf to remind you éentlemen thpt some of those

commi tments are now about t0 matures, and that in the next 90
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daye 1t willl be necessary to restaff a number of important
positions here at the PAD.

It 1s the obligation of the industry to do thils.
There should not be any flinching or double-talk about 1t.

e have no power or autﬁority te order you to do it. I think
good sense and good business Jjudgment, and your patriotie
_obligatiqn to your Government, requlres that responelble men,
not men that you just don't need, be made avallable.

There are some of you fellowe that haven't done
rmuch lately,fdr the PAD, WVithout being tough, doing any arm-
twisting, I want to put you on notice that within the next
90 daye some of you wlll be called upon, and when the biéht
is put on you, I expeot you to flinoh a little, but I expeot
you to give.

We have had the serviges of many men. It was an
ungelfich gervice. That 1g the reagon the PAD effort has
gone on, It 1s the envy of every Department of the defense
effort, We want to kesp 1t on that high level, and we can
do 1t. If you don't do it, you will pay a big bili,

S0, pleage, when your number is uvp, we expect you
tb respond without mucil helping.

Thank you.

(Apnlause,)

THRE CHAIRMAN: T thirk you have gdsquately put

thom on notiece, HMp., Jonog.
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Gentlemen, lr. John Suman 1s probably the expert
of all experts on the subject c¢f Quebracho Requlrements.
Mr, Suman was here yesterday ané has oompleted hle report.
I had hoped, as Chairman of the Committee, he might be avall-
able today to send 1t, but on mccount of having to attenﬂ.a
funefal, he sould not be here. His report has been fiied
with the Committee, and a copy has bLzen ﬁailed to all the
menbers of the Council.

The question at this time, what do you propose to
do with it? Do Q;u desire that 1t bte read at this tine?

MR. WILSON: DNo.

IR JAGOBSEN: I move the adoption of the report.

(The motion was seconded.)

THR CHAIRMAN: A1l in favor, signify by saying Aye;
contrary, N&. S0 ordsred.

Mp. SBpencery Ghairman.df the Committec on Petroleum
Trangportation.

| MR. SPENCER: Ir, Chalrman:  The Chalrman has to

report to the Council today that the Committee is at work
on the asaignment. The assignment in thisg instance 1s a
truck eensus. Progress 1s belng mads. The report ls not
completed. Ve hope at the next.meeﬁing to have a report to
submit to you.

THE CHATIRMAN: Thank you vory muchs,

MR. DUKE: Iir. Chairman, what happened to the PAD
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study as a whole?

IR. BROWN: T am very happy to say 1t 1s at the
Govefnment Printing Office, being printed as n public document.
While the Government movea slowly, and it ig éifficult to
prediof, our people feel that 1t may be only thiree weekse
before it will be generally available.

IiR. DUKE: Thank you.

THE CHAIRMAN: Gentlemen, we now pass to the report
of the Gommittee on Trendas in FPetroleum Consuming Tquipment. .
ire Albert lMoIntosh isCalrman of that Committec,

Ur, licIntogh, will you come forward, and present
your repori, pleage.

IMR. MC INTOBH: Iy, Chairucn, this Pépq?t will bhe '
ghort anq sweet.

THY, CHAIRIIAN: It 1s a very 1mp0rtaﬁﬁﬁ§aﬁort.

MR. MC INTOSH: In response to the request of May
8, 1951, of lir. H. A, Stewart, Aoting Director of the 01l and
Gag Division of ths Department of the Interiowr, that a report
be made on the trends of the manufagture, sale, installatlion
and'uses of petroleum consuming equipment, Ghairman lallanan,
acting after unanimous adoption by the Counecil cn Hay ©9th of
the:réoommendation of 18 Acenda Comiittee, dated May Bth,
appointed this Committce.

| “ It was your Oemmittée's underetanding that what was

degired was n geiteving fneeiher 4n e cRomon T brke? ona

WLt gy Bl 32 B0 g
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and other indicators of the trend in the use of the various
kinds of equipment which consume petroleum in one form or
other. From the outset the Committee felt that slnce there
were avolilable many previsusly published reports, books or
pubiications containing reliable and acceptable data, 1t
should not attempt to reproduce thoso records in the detall
shown in these original sources. The Committee, therefore,
has confined 1 %s presentation to United states summaries and.
has gelected those sources whioh in its opinion present the
best avallable data on the individual series. A portlon of
these data is also presented in graphic form ghowing the
trends in the acoumula%ed number of o0il consuming devices of
the more luportant types.

No adequate data were avallable showing the number
of devices in use Which consume karosena or #1 fuel oil,.
Thersfore, data on faotory shipments of these booklnam, apace
and water heating unitg have been included-as an alternative,
The Cengus @ata on the numbers of dwsiling units heated by
space heaters shown in Table #8 do not reflect the total
number of space hedters, because many homeg use more than one
space heater and such heaterslare also used in builldings
other than dwelling undts. Informed¢ opinion 1ndicatés that
the total of space heators in use 15 in all probabllity
conaiderably larger thon the Censug data 1hdieates. The

Census data, however, were plotted cn the graph mersly to
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indioate the probable rate of change.

In order that the 1ndugtry may follow the current
and future developments in the trends of these consuming
squipments, a bibliography has been included ghowlng the var-
{ous souroes from which bagic information may be obtained.
These original sources very often give data by states and
show many sub-classificatlonsg. The Quumlttee hopes that the
gunmary tables_inciuded anda the'bibliography references mwill
provide the Council and the Department of the Interior with
ugeful 1nf0rﬁat10n and reliable sourseas from which further
analyses can be made.

So me of the data shoﬁn in these tables ineclude new
information not previously published.ln source nateriol re-
leagses, A8 an example, the total numbers of passenger oars,
buses and trucks registered, includlng prQVately and nub-
1icly owned, are shown individually for $he last 20 years.
Previous releases have not ghomn couplete analysis of these
data. Revlsions have also been included for the history of
01l burners 1nstalled g0 a8 to make these data homogeneous
writh releaseg‘qovering recent years. The reports on the |
registrdtions of" veésals havelbéen assembled Trom many
gourses and prdbably give the first combrehens!ve listing
of these various xinds of craft. There are otber pawts of

'the peport which give new data which have been asaembled with-

the help of many of the raporting sroncles and members of
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the Committee.

Where data were aviilable sghowing aocurulated nuﬁ-
ber of ingtallationsg on hand at the end of each year, the
Committee felt that sufficlent indlcation would be available
in most oases as to the number manufactured, gold or instal-
led during the year, but in peveral caseg information on
the inagtallatlons oy factory shinmentg have also bean in-
cluded. 1In additidn; the bibliogranthy refers tn sourse
material on the manufaeture, gale or Ainstallation for many
of the ltemsge. |

It 13 interesting to note from the graph and tables
presented herewlth that the numbers of petroleum consuming
equipment in uge in the United States have gteadily and almost
uninterruptedly inoreased over the last 20 yYears. The affect
of the Aepression of the 1830's shows up, of onurse, in auto-
motlive equipments, and the effect of the war 1sa also clearly
evident, as 1sg the tremendcus upsurge ginece the send of %the
war, The graph attached has been dosigred to hring eut only
the differences in the rtea of change between the varioua
k;nds of oonsuming eduipment in.use. If we had shown these
datz on a scalergiving saual apace 10 equal quantities in-
gtend of equal rates of change,. it would 1mmedlately have
bacome evident that the magnitude of the automotive eaninment
;nvolved. for instance, would be so great that the relativaly

more rapid changes in the rate of gush items as diesel en-~
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gines, alroraft and large (marine) craft would be almost en-
tirely loat in comparicon. For this reason tablee were also
included from which actusl changes can easlly be caloulated.
Respectfully sybmitte&,
The Committee on Trends in
Petroleum Consuming Fquipment
Albert J. lfeIntosh, Chairman
Samuel Dunckel
Robert Gray
Harry B, Hilts
Jogeph B. Pogus
t Freﬁ Van Sovern
"I have been asked to talke zbout a minute to state
what the various tables include.
| Some of you probably will waent to pgive these tables
to your technicians. laybe some of‘thase that you have,
write your speeches for you. These tables contaln various
information.
Table 1 includes ell of the information %hat you
might need recdily on paagsenger sars, bgaes, truaks; and
the total, and includes a study of the oomwbined cars for
privately as well as nublicly cwned, although ﬁhere are no
military vehicles included, becauses those are not available.
On the right-hand éi&e, yoo gimilar 8ata for

tractorg on farme. And thove are ofler froohove shown.,
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Table No. 2 18 simply a epecimen table of the kind
of information you can get in detall, yearly, from the Bureau
of Roads, Public ﬁoaﬂ. It ghows the complete detall by astates
and breakdowns by places of use.

Table No. 3 ghowsg the fuel o1l and oll heat estimates
of the nﬁmber of installatlions. It.oarries 1t back Tor twenty
years. 1t has been recongtructed. It shows the number in-

" gtalled, how many new users there were, and the numbers of
central heating plant burners that we think are in existence
today.

Table 4 ghows the data for two periods; the one im-
mediately after the war, and where we are today, and shows
the relative ghanges in the various sectlong.

Table No. 5 gives you 2ll of this new materlal, the
matérial on boats, and various kinds of watercraft. |

Table 6 glves you the commerolal installations, or
thoge that use the larger burners, and glves an indicatlon
down below of the apprbximate kind of oil used.

| Table 7 glves you the data available on alreraft
over the ysars and, likewise, on rallroad équipment.

Table 8 gives you, for the two census periods, what
data we have on what kind of fuel dces what in the home.

Teble 2 gives you data prepared on the keroscne
and No. 1 fuel cil burning Qevices over the laat gix or seven

years. It has gome spaces which had to be bracketed there.
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Table 10, to and ineluding 18, were prepared by the
people here in VWaghington, glving the data made avallable to
the indusgtry over the last few years, showing where they have
soid various kindg of heéting equipmant, and the distribution,
and from which you can get some 1dea of the varlous asectlions
of the country, and how they have been changing their use of
those kinds of equlpment.

For your teohnlelansg, you will find, I think, the
pages of scurces of data and manufacture which will te most
helpful. T%ven I, who have been in the business for almost
forty years, found out a lot of things when I had to do $his
job.,

Thank you very muoh.

(Applause,)

THE CHAIRMAN: You have heard the report.

(Adoption of the report wan moveé and geconded.)

THRE GiAIRIAN:  All in Pavor, indicate bﬁ saying
Aye; contfary, No.. The report 1s unanimously adopted.

lip, McIntogh, may I asgk you to remaln a short $ime
after the adjourhment of the Council, for a meetlng with
the repressntatives of the press.

The next 1tem ig the report of the Committee on
Underground Storape of Patroleun Praﬁucfs.

lir. Burns was unable %0 be here toﬂéy. The report

WILY B avhedated ny el pastn,




Stokes Tomlin, Jre

Mr, Tomlin, will you please come around.

MR. TOMLIN: _Mr. Chalrman:

There hag been no meeting of the full Committee on
Underground Storage of Petroleum Products because the subject
was consldered te be essentlally technical. Instead, the
members of the commlttee were asked to make available nersons
from thelr organizaticns qualifieﬁ to gtudy end report on the
technical phases. Thbse who were in a positlion to de 5o res-
ponded, end a Technical Subecommittee was orpanized as shown

Lbelow,

B, . Hake
Gulf Oil COPpoﬁation
GulfiBuilding
Pittsburgh, Pennsylvania
. (FROUP I - PRODUCTION
We. Fe Mitheny tGrouP Laadér) Pagohal ﬁartin
Sid Richardson Company The Pure 11 Company
629 Fort Worth Club Building 35 Rast Vacker Drive
Fort Vorth, Texas | .l Chicago, Illinois
GROUP II - EXPLORAT ICN
S. He Gesﬁer (Group Leadér) Douglas Ball
gtandard Oil Co. of Califorﬁia 1025 Vermont Avenue

San Franelsec 20, California WVashington, D. C.
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GROUP III - REFINING

H, G¢. M, Flacher (Group Leader) Paul Williame
Standard C1l Development Co. Western Petroleum Re-
finers Assﬁ.
15 Yest S5lst Street 1414 Hunt Bullding
New York, New York Tulea 3, Cklahoma
CROUP IV - TRANSPORTATION AND SUPPLIRES
M. ¥. Foster (Group Leader)
Phillips Petroleum Company
Bartleaville; Oklahoms,

The first meeting of theiéehnlcal'Subcommittee vas
held in Houston, Texas, on October 1 and 2, 1951, A second
meeting is tentatively scheduled Tor Jamuary 14 and 15, 1952,
in New York.,

The obJective assigned to this committee was 2 broad
one. We felt that without aome elarifiecation, 1t misght in-
volve us in a protracted study, therefore, a letter requegt-
ing olarification wag scnt to lr. James V. Brown, Secretary,
National Petrolgum Council. For general information, I have
included excerpts of our letter addressed to I'r. Brown, ﬁnd
excerpts of the letter recelved from Mpr. Hugh A, Btewart,
Acting Director, Oil and Gas Divisioﬁ,_u. g. Department of
the Interior, in reply.

EXCTRPT OF LETTFR - N.P.C. COMMITTWE ON UNDERGROUND S3TORAGE

IiR. JANMES V. BROVN, BECRETARY, WATIOWAT, PWTROLWUM COUNCITL




as

DATFD AUGUST 27, 1951

"The objective of the Underground storage Commlittee,
ag set forth in Mr. Hallanan's lette: of ley 25, 1951, wag to
'moke a study of the feasibllity of the use of underground
storage for petroleum products, inecluding 11qusf1éd petroleun
gages.' This objective can be given & very bad interpre-
tation and might result in a great deal of 111'ormetion belng
developed that would be of no real value; Fur instance, to
atate that a certaln type of underground stoage is "feapible’
without knowledge of the Xinds of products, in what quantitles,
where needed, and under whal operating errditions, would be
extremely shortsighted on our part and r!zht lead t0o some
very unfortunate corcluslons.

WWe have llsted below those aspects of the problem
we fee) -mgt be cleared up before we <an intelligently com-
plete our ath'v. Vill you please five ue the benefit of
your thinking on thege polinis.

1. "Br 'petroleum projucts' 1s 1% intendéd that

crmyle 01l and natral gas be 1ncluded?

2., MHow much underground atorage capaclty would |

be nexegsar; and in what areas?

3. "What type-of products will be etored under-

ground?
Arve tley to Yo -

a, FMnighed, rveadr for use.
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b. Blending componentsa.
0. Raw material for use as charging
atook.

4, YAre the gbtored products required to meet
quality gtandards for -

a. [Military usago.
b. OCivilian usags.

5. "“What operating conditidns are planned? 1Ies
this storage to be working with frequent de-
posits and withérawals, or is it to be dormant
exoent in cape of extrene emergency?

6. "Mgny poesiblliltiesg for undergrouné gtorage
exigt in mines, ocaves, &and other cavities that
normélly are not involved in the production of
petroloun and, condequeﬁtly, the oil industry
would hot be qualified to advise on thelr use.
Is 1t intended this study cover such natters
even though 1t willl be nesesgsary to request
agsistance outaside the oil indugtry?®

EXCERPT LETTER - U.,S5. DEPARTMENT OF INTRRICR - HUGH A. BTEWART

TO MR. JAMES V. BROWN, SECRRTARY, NATIONAL PRTROLRUNM COUNCTIL

DATFD SFPTTHBER 4, 1951
| "The petroleum products to Le considered should be

gagollne, kerosgeng, distillate, residual fuel oll, and sh-uld

inolude lidquelicd petvolonm sasges,

5
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4.
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WPetroleum products" refers to products derived
directly from petroleum, inoluding liquefied
petroleum gages, but does not include crude

oil or nutural gase

"Various gtudies indlcate that 100 million bar-

rele of gtorage ocapaclty should be set as the

goai.

(a) v“Looaticn of storage should be in or ad-
Jacent to large market areas, thereby
'storing' transportatlion as well as pro-
ducta,

"Pproduots stored should be finlshed and ready

fér use. |

"Fob this atudy stored products siwuld meet

qualified atandards for olvillan usage.

"Storagé should be considered substantliolly

dormant, but 1f or where practlcal, it might be

madé subject to perlodical turnover to reduce

deterioratitn,

"A1ll praoctical types of underground storace

should be considered. The petroleum industry
today 1s adding additional tankage to the exw~
tent thﬁt steel 1s avéilable and apparently is
willing to builld even wore. donsideration of

undergrduna storage in whioh 1limited amounts
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of goarce materials would result in large stor-

age ocapaclty would prove lnteresting and valua-

ble.
(a)

“Artificial chambers, enlarged by circulat-
ing fresh water in wells drilled into ealt
beds, are apparently now feaslble for stor-
agerof liguefied petroleunm gascs. The study
ghould indlocate to what extent similar
storage would be Tfeasible for petroleum
produceta. Likewlse, it may be feasible to
use sbandoned sal® mine or other underground

mine ocavities.?

REGUME OF THRE RTYPORT OF THY THCHNICAL SUBCOIMITTEER

In the 1light of ir. Stowart's letter defining the

scope of this atuﬁy,'ﬁhe Technical sSubcommltitee reached the

following tentative conclugions!

(1) The undervground gtorage of pahroleum products,

ineluding liquefied pobtroleum gases, appears

10 be feasible subjess ﬁo gtudy on an individ-

ual site bagls of contaminates, and further |

subject o unpredloctable irregularlitics of

geological formations.

These concluginng are largely based on study

of actval projects where underground storage

hes baen created foy the purpose of storving
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{2)

(3)

) o2
the peak seasonal volumeélof propane and
butane,

The types of underground formations that seem
to be most practical, based on cogt, depend-
abllity, and general avallability for the
?reation of underground etorage, are salt

beds and mlt domes., Artiflcilal caverns can be
created in these formaﬁions by circulating
fresh water and withdrawling the saturaged brine.
Since salt formationg offer the greatest pos-
sibllities for undergﬁbund atorage, the commit-
tee declded to consenirate on that nhase of

the study inltially. Other types of storage,
sush ag natural caverns, mines, and shale
formations, will be investigated at a later
date.

The avallability of salt formations has been
ghown on the map of the United States whiech has
been attached to this-report (oxhibit A). It
can be readlily seen that these formations are
reasonably cloge %o sreas of large consumption
- a requirement stipulated in the letter from
Mr. Stewarta.

Whereas 1t 1ls impoesible to estimate, from

avallable information, the total amount of
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storage that could be provided, 1t 1s safe to
gtate that amounts oonsiderably in excess of
the 100,000,000~-barrel goal, as get by lr.
Stewart, could be made avuilable in salt forma-
tiong alone.

An inocomplete gurvey Of galt mining companies
indicates that a considerable amount of stor-
aée might be made avallable by merely rehablili-
tating existing chambers.

Two important reastng for undertaking this
gtudy were (a) to find ways of protecting pe-
trolaum supplies against eneny attack, and

{b) %0 save steel normally used for petrolsum
storage. Attached te Thig report is a graphi-
cal analysis (7xhibit B) showing that conslder—
able gavings in manpower and stesl can be made
if underground storege were uaed in place of

mboveground tankage.,

I wigh to emphasize that the above are tentative

gonclusiong of the Technlecal Subcommittees and should not be

considered as representing the opinicns of the full Committee.

The Technical Subcommittes will continue its study,

of 19852 end we hope. ot thet Hime,

enlisting such agsigtance from other sources that might be

aviilgble. A second meetiug hae been scheduled for January

e he able to nreammd a
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more ocomprehensive report.

THE CHAIRMAN: Thank you very muoh,

Unless there 1s objection, the report of the
Sbecial Committee will be recelved as an interim réport, and
will not be acted upon at this meetling pending the recelpt of
the final report of this Committoee.

Gentlemen, I think it is falr to make the observa-
tion here, that in the gpecial commlttee reports that have
béen recelved here thls morning, vrepresenting the answer of
this Council to the requeat that has been made vpon 1t by the
representatives of the Govarnmeﬁt at different timés, that we
find here an indication of the tremendous amount of work that
goes into the variocus reports on special sublects upon which
tne Government has asked that they be given this information.

Néw, thig work, and this great detall of research
that goes into these reporis, repréaents no cogt whatever to
the Government. It is a contribution that comss From thig
douncil énd from the men who gompose 1t, and ffom those who
counsel and advise with ug, reprecenting the best technicél
minds in the indugtry.

I doubt Af this information ¢ould be compiled for
the Government.at any expense. Certainly, i1t would not have
aviillable the technical information which these Councll Com-
mitteeg reach out and get in the compllation of these reports.

I think, anyone whe would gurvey the reports that
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have been submitted upon these important questions here this
morning, upon which the Government geeks information from

the industry, would conolude that they represent a very worthp
while effort of compilation from the petroleum industry.

Admiral Biggs, from the time of creation of this
Council, you have been very, very close to ua., Ve have tried
to work with you as a representative of the I[11litary Department
of Government, and at all times o glve our Tullcooperation.
to the matter of adequate supnlles for the military.

Admiral Bigga, unfortunately, iz about to be gent
to sea, and ﬁill leave us; I know I beespeak the sentiment of
every member of this Council and every_membar of the organi-
zation of PAD, and the o1l and gas divielon, to say to you
that we are sorry to have you.go to sea{ We are gorry that
you will not be with us at these mestings in the future, but‘
1t has been a héppy relationghip and one which I hope may be
renewed at gometinme in the future. |

In this last meeting, perheps, which we will have,
at least for thisg Gouncil; 1 want t0 present %dmiral Bigee
to express what he has to say %o this Gouncil;‘and ag td the
work i1t has done, and what we may do in %he future;

Admiral Biges.

(Applause. )

ADMIRAYT, BIGGS: As ugual; pentlemen, I start off by

saying, thadge flguras nre n0h 2nv soners? marhl Soa%9 0n Vi
2 e . : I - R L Nt P AT

A
R
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will be receiving by mail in the future orders to the tune

of about 5-1/2 million barrels of Navy Special, on the Vest
Coast, and 8 milllon onlthe Gulf; sbout 202 barrels of (Class
1, Giesel, on the West Coast; about 1,700,000; Gulf and Carri-
béan; Clags 3 Diesel, about 1 million bzarrels on the Vest
Coast; motor, combat motor gagoline, about 2.9, Gulf and
Carribean, 3.6 million barrels.

These are the requirements between January and July,
1952. The deadline on thé aviatlon gaegcline requirements is
Friday, unfortunately; but they won't be less than 8 milllen
barrels of 110, and I hope not more than 9-1/4.

The 100 and 130 will not be less than 6; and I hope
they aren't more than 10.

| | That news will be duly communieated to you, in due
sourse,

I gppear before you today with considerable mixed
emotions, I might say. I don't knov of an outfit that I have
en joyed Sparrihg with,‘ana that may be an understatement,
as much asg I hﬁv@ with the métiﬁnal Petroleum Council..

| I wbuld algo like to express my very heartfelt
tiianks for the/things you gentlemen have done to keop me
and the rest of the Defénse Department out of the rain -«
and 1t waen't raining water.

You have‘dene thinge for ug at no cost, with your

subsidlary, prior to PAD, of the Military Petroleum Advisory
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Board, that in my Opihion no one else could do.

I would be willing to be challenged by experts on
that. In fact, I have.

But, nevgrtheless, it is certainly incumbent upon
me to expreass the appreolation of the Department I work for,
for your thorough support and ihvaluable eduecation, the edu-
ogtion that we have rcoeived at your handa.

You know, 90 percent of thig rackes, from what I
have been able %0 determine, is trying o get the fellow
acroge the table sducated as o what-in-the-devil you are
really talking abqut.

I had one memher of the filitary Petroleumn Advisory
Board say %o me, "I always considered that so-and-go, that
gits acroas the table from me in the MPAB as being the prize
member of the looal club of you know-wligt.? You can take your
éhoice of a wide vériety of questionable_&ppellatiéﬁE,

He ga1d, he worked with thnt so-and-so for o year-
and-a-half, and, he gaid, "I ém aluest convinced th&f he |
la practically e géntlemqn.“

To a great extent, that is one of our big troubles,
and probably, by our aaéociating clogely with each other, we
are able to dlapense With some of that, what some people call
asthma, I believe, but we have been oble to olear that up a
bit, so that we oan zee wint the otiwr felléw really looks

llke when he gote hle goat off,
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I can't imagine any outfit that I would rather take
on, individually and collectively, than thie one, because I
sertainly learned thi&ga fast, and I learned them the hard
vay.

I made fhe gtatement to you gentlemen g nhumber of
times, that the only thing I know ahout the oil indugtry is
what hag been colleoted by a prooess of osmosls.

. Incidéntally, gentlemen, that 1s the slowest and
the toughest method known to man. Althouzh pature goes into
if at great length, wifh very fine root hairs, I was ghort
on the root haira, although I get them sometimes in the: tap"
root department.

T am sure that you will give the same good, fathefly
instruction to my relief, and I might ask him to stand up,
gentlemen: Genersl Johnson, of themkir Force. (Applause.)

~In the back ro¥ is a man, Gaptain in the U, 5. Navy,
who will take over as the Navy Deputy. (Applause.)

You will s%ill have with-you Colonel liontgomery,
of thé Army, who ie back in that geheral area (indicating).
{Applause.)

| And the yqung man who is really the arm-twister is
st111 around. (Applause.)

Jack Worcegter, Colonel in the Alr Foroce, the other
Deputy, will be departing sbout the same time I am. (Applauses)

That is the line-up, gentlemen.
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I am positive that with your very delloate methods
of ;natruoting unsugpecting members of the Armed Forces, they
will grow up to be a credit to you. (Applauses)

THE CHAIRMAN: I desire at this time to recognize
Mr, Howard Marshall, %o 1ntro&ueela regolution.

MR. MARSHALL: A number of ug thought 1% appropriate
t0 not let Burton get out without g resolution. So it fell
upon me tﬁe pleagant tagk ol preparing one. I had gome of
nis famoua wiseoracks in 1%, but when Walter looked it over,
he gald, "Howard, ong or two of theses things are a little
undignified"; and I zpid I wanted it to be in charaster, dbut,
nonethelegs, I took them cut.

The resolutlon reads as follows!

"JHEREAS, the tour of duty of Rear Admiral Burton

Beecher Biggs as Txecublive Secovetary of the lMunitions
Board Petrolsum Committee has been terminated by hils
transfer to a new agsignment, and,

NTHEREAS, in the unanimous judgment of the National
Petroleum Council Admiral Bigse has served ginoe 1948 |
with great distinetion in this high of?lce a='Wel; hs
with the Armed Forces Pelroleum Board, the Armed.Servioes
Petroleum Purchaping Agency and the ﬁiiitary Petroleum

, Adﬁisory Board, and,

"WHERFEAS,; 1n the performance of hig duties during

thlg peried Admiral Bigmes hkog contributed immeasurably to
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the defense efforts of this Nation by bringing to both
the National Military Establishment ﬁnd the petroleum
induatry of the United States represented on this National
Petroleum Council, a mutual understanding of the complex
and continuing problems relating to current and prospe o-
tive supplies of petroleun and its many productg and ex-
l1ating in future milltary and esgential civilian require-
ments for these pnqducta, | '

WNOU, THERFFOR™, B7 IT RWSOLVED by the Natlonal
Petroleoum council.at 1tg meetlng held in the Office.or'
the Secratary of the Interior in tbe Ci%y of “ashington,
b, 0. this Slsf day of Cctober 1851 that this Council
e¥press 1tsg very great appreeiation'for the able service
which Admiral.Biggs has rendered ﬂuring-the years of hls
assoclation withlﬁhis Council and comnmendation for the
rood Judgmenf, statesﬁanehip and wisdom of the many
decisions he has‘been called upon to make or recommend
regardingjpetroleﬁﬁ to the Nétional.Military Establigh-
ment and the petroleunm industry, and

"B IT FURTHEﬁ RESOLVED that this Council record
its aamiratiqn for the cle&f, foreeful and realistié man-
ner with which Admiral Blgss has always presented the
'petroleum problems of the National Military Wstablish-
ment to thig Gsuncil and for the never=falling appre-

oiation and underatanding of operations of the petroleun
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industry whioh Admiral Biggs has a1Wa§a dieplayed, and,
"Br IT FURTHER RESOLVED, that copies of this re-
solution signed by the Chairman and Secretary of the
National Petroleum Council be forwarded fo Rear Admirsl
Burton Beecher Blggs and the SBeeretary of Defense, the
Seoretary of the Navy and the Secretary of the Intertiop.

Mr. Cheirman, I move the adoption of that resolu- |
tion, |

THE CHAIRMAN: I will ask for a rising vote of the
adoption of that resolution.
| {(Rieing ovation.)

ADMIRAL BIGGS: ith o Chairman, may 1 say, there ig
nothing like having the papers %o pvove 1t. (Laughter.)

THRY CHATRIAN: That practicslly concludes the agende
of the Council, 1tgeelf.

I want now to tranalate our ovder of businees %o
the direction of Iipr. Bfube Birown, and to have him bring be=
fore the Counoil members of hig gtaff, for such gtatements
as they may desire to offer to the Couneil, on any question
reloting to the work of this group.

lire Brown, will you take over.

IR. DRUCE BROUN: lir, chaifman, our British friends
gecm to trouble PAD quite.a lot. I 4idn't realize I was gbing

to have to compeie with Princesgs Flizabeth.

T am going B0 talk aboug a vorlaty of thinea fhat
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are in my mind, things that I think there may be questions
on in your minds. ‘/hen I finish, I will introduce gome new
memberg of the PAD Btaff.

As far as the state of PAD is conoerned, we are bugt-
ed. The Bureau of the Budget felt we should mve $3,170,000
to run the fiscal year that expires June 30th next., The
House Appropriations Committee thought we should have
&2 ,400,000,, -They voted us nothing in the House., The Senate
Committes voted us $2,900,000. The Senate, itself, votes us
£9,400,000, -

I went bock to the Senate Appropriations Committes,
in a most unusual procedure, unusuel in the genge that they
let me return, and I talked them into giving us the %2;900,000.
That finally happened was that we got aboub ﬁz,zso,ooo;

What thgt means to us, that 1f we out ﬁut the
geologicsl work that was agked he €one, cut out all the work
we ask for the Bureau of linesg %0 do, except the statistiocal
work, and fire sixteen people béfore the winter;-we could get
along on thet amount of money . Ana,rto help us, Congreas
passed & pay-ralse. 8o, out of theoee fundé we would have to
inerease the pay of the peoplo.

That nuts us in the 1mpossib1é pogition, practlcal-
1y, but we have some hope that Congress, when 1%t reconvenea,
7ill proviée-the money for thé pay~ralse.

I would like %0 talk a 12t4ls bit obout our pas
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branch, something that doesn't oome before the National
Petroleum Councill, although many members are intrrested in
the gas phase of the indugtry. The Gas Branch, we have had
‘considerable difficulty in getting started, but I am very
pleased with the reaults we have had, They.work with the
other br:nches of the égency. I think they are doing a fine
Jjob.

You don't hear so much about the Forelgn Branch of
PAD, either. This 18 essentially a domestie Council. You
will hear more of that. Later, I wllil ask the Assistint
Deputy in charge of forelgn 0il operations to gpeak.

On the general subject Of work, we have a very
devoted ataff. I wigh you could sse what T have seen, on
Saturdays and Sundaye, people working at their jobs. It ig
amazing, the morals these pebple hava.

And, speaking-OT work, one of the little jobs we
have 1s answering letters, and you would be surprised how
easy it igs to muke.PAD write a lot of letters; Northwest
Airlines' president wrote four or five telegramg to four or
five'Senatora,'and now we have %tc do some answering. When
we get letters, we must answer them. And while we are angmer—
ing 1éttera, we ocan't do anything useful, of course.

On materials, pre-Korea, the 01l and gas industry
was using over 2 million tons of ecarbon steel‘per quarter.

I have forgotten the exact Piguro, Tpeeplllione-one. or twup-
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million-three. What they have been getting on allooations
from Defense Prbauouon 1g in the order of 1,600,000 tons of
éteel per quarter.

That has been the basis for the remarks made, that
we are Punning at about 26 peroent leass nmaterials than we
need;

| When we break that down, subtracting out the gas

requirements, steel requirements for the gas induatry, from
the clalmg we haVe made, and subtracting out the allooations
we have made, the materlal shortaege in the case of oll has
been néarerqten percent than twenty-five. The difference

1g that there ig the much larger uncatisfied demand for
.11né pipe, which haeg put the gas-supnlying industry in the
holee.

‘ I have been taken to asgk in the papers ébout,crying
"iolf'about rationing. hat we have séid has been fraequently
misinterpreted. Actually, what we have sald, what the Secre-
tary has sald before the Commiitees, and what I have said,
1s that if you continue to try to feed a horse o 1ittle saw-
dugt along with the corn, he will keep going for awhile, but
eventually he will fall down.

I lve reminded people that we gpt into a bad'
sunply situation‘solely because the industry hag been so
long without adequaté gsuoplies of mabterial.

We don't have o policy here of saying thers is
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there is going to be rationing. Wedn't think there will be,
We are talking about oil. Ve are rationing gas now, The
gas lndustry advisory councll meets in this room tomorrow, ‘
We are trylng tc have the Council meotings at about the same
time, beoause 1t is hslpful.

On aviation gasollne, we are in a tight gpot, but
I imagine that the later speakers will refer to that.

I would like t0 refer briefly to gome thinga I am
not doing.

Under the setup aa we have had it in PAD, it was
the way I personally wanted 1%, and the Seoretary is in agree-
ment, PAD 1s not having anythlng.to G0 with tidelanda. Ve
regard that as a permanent problem of Government. Vhat &ou ‘
hear, read and talk about, as far ag tldelands is concerned,
T am only an 1ntorebted cbserver; I am not par%icipating in
any discussiong. I have nothing to do with any decislons.

The samg ig true with respect to gynthetlc Pfuels.
PAD wpuld have to glve the approval on'construetion.r We are

not either advoeatihg or blooking the interests of any group

,that'wgnts to bulld a plant %o hydrogscnate ¢oal or extract

shale.' Ve are'sittihg badk‘in the same pcsitibn with respect
to shéle'oil or coai hyarogenationraa we are with respect to
refining.

‘Also, PAD hag nothing %o do officially with the

nepetiations with voagneed e S Toeca e Lnae o

B S R S0 I Vg sl
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had much to 40 in both PAD and through the foreign petroleum

supply division trylng to alleviate the supply 4ifflculties

caused by the shutdovn in Iran. There 1s no Government policy

with respeot to the , Iranian orlgsis being made in or b PAD,

A

N P \0...4
‘ %vg? “..Mpr., Snodgrase has been in close communication daily

ﬁith the State Department, because we must deal with the
State Department on all'foreign 0il matters. I know that
somé of you Were dlstressed ahout newspaper releases of Sunday,
about a report issued by the Anti-lonopoly Subcommittee of
the Houge, called the Seller Subcommittee; but if you look

at the report, you would not be 80 disturbed as vou would be
from reading the headlines. It takes neafly every agency to
tagk for something or other. It makes three Specifiq refer-
enocesg to PAD,

| - Pirst, it ls mildly coritical of the operation orf
the voluntary agreement between the foreign oll companies.

ih g0 fPar aa_ﬁhe qriticism ig ooncerned, it was definitely
written by éomedne who d1dn't understand how it worked.

I would like_fo say that we are doing what was ap-
proved 5y the Department of Justloe and the Federal Trade
Commission‘

The Committee did not call us; we would have been
able to answer some of the questions. |

| There is a reference %o all industry advisory com-

mitteeB, that they ahould cnnform to cgertaln rules that were
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establighed by CGraham Morrison. I don't know whether the
committee staff that wrote this report knew that the Attorney
General had approved the National Petroleum Council form of
organization or not.

I think you need not worry about the criticlsm, be-
cause the Attorney General 814 approve what you are doing
nov «

The report also goes into the subject of, "without
compensation," doliar-a-year necople; it goes into tmt sub-
ject, In fact, 1t says some nloe things about WOCP. Nothing
too bad. Their flgures weren't too good as far as PAD is
concerned. Thay gaid, out of twelve operating service div-
igiong, ten‘were'headed‘oy men 3erv1ﬁg without compensation;
two on Government salary. |

Actuailj, if they read all across the ohart, they
will £ind, out of 19 divisiong We have soven that are headed
by men not on leave fron indpatryf-and belng paid by indus-
try, but are working on Government salary. They are 15 key
posgitions.

So I don't think we need worry asbout it.

I hope you are not dilsmayed by the slighﬁiy UMe
favorable odor of thoy réporfi]

I would like %o Aintroduce some new acquisitions
to cur gtaff. I would iike to talk, firast, a 1ittle bit

about the first nen, before L agk hia %o stand.
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We have acquired a very véluabla worker for PAD,
who is attending our_domestic oil‘operating committee, our
gas operating committee, our materials committee; has par-
ticipated in the.baftlea with ¥PA for ateel, pPO?iﬂa himgelf
vefy useful -~ Garl Madder. (Applause.)

You all know CGeneral Davig,. I will ask him %to
apeak later. |

General Davis. (Applause.)

Charlie Webber went back to.Sun 011, and left the
National Gaé Production and Progessing Division, gnd Bud Valish
became the Diréctor. Is Bud here? He must be somewhere wWork-
ing.

Lagt week, or ten days agu, We were happy to ac-
quire a dlrector of ocur distribution and marketing division,
Layrence Lee. Mp. Lee. (Applause.)

I will not ask these men to stand, but you recoall,
when iy, Violf left us, Tlmer Baéil toék over. George Gibson
became inance Counsellor,

I would 1ike to call a few of our Airectors and -
officials up to make brief remarks.

I will ask lr. Snodgrass to talk to ryou ffom She
atandpolnt of what is going on in the foreign 611 branch of
PADs | |

MR. SNODGRASS: Mr. Chairman, and Gentlemen of

the GCouncil:
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It 1g getting so late, that I suggest that I might
just try to cover very briefly and broadly the moves that
We have made and are making in our endeavors to_make up tHe
ghortages of the running supplies; rather than going into
forelen operation,

TH™ GHAIHMAN; I think 1% 13 4 matter that the
Council is very much interested in knowing agbout. I suggeat
that you oarry out your criginal 1ntention, and glve us all
the information you ha#e.

MR. SNODGRABS: ¢government-Industry cooperation hags
mode a major contribution toward relieving the Foreign petroleum
aupply.aituation resulting from stoppage of shipments from
Iran on June 22, 1951. Largely through the efforts of the
Foreign_PetrblEum Supply Commitbtes, its suboommittees, and
comparable British comni ttees, doficiencies of supply ére be-
ing made up and'serious digruptionsg, economic unrest, and
political upheavals have been avoided.

The déficiency compriged approximately 610,000 B/D
of orude o0il ahd products whioch formerly were supplied to
'. worid trade from Iran. Of this total some 150,000 B/D
represented crude oll and the balance products which were
ghipped largely to Europe and the Far Tast.

The measures which are beihg taken to alleviate

these shortages 1include:

a. Inoreages in cruds oil nraduetion in othse



countrieg of the [iddle-Fast -- Arabla, Kuwalt, Qatar --
which by September amounted to 270,000 B/D, therseby mak-
ing avaalab1e-1zo,poo B/D for running in apare ﬂufopean
capacity in order to offaset part of the loss of petrol-
eum products from Iran,

b. Inereasing production and refining operations
in other foreign areas.

c. B diverting crude oll formerly lmmorted from
the Middle Fast into Fast Coast U.5.A. refineries and
replaecing 1t with domestically produced crude. The amount
of theée diversglone iag estimated to average about 80,000
B/D Quring the Third Quarter.

d. The remalning detlolt of some 340,000 B/D of
products 1s belng offget through purchasges, by Britisgh as |
well as Ameriocan companies, from the U.S. (averagiﬁg
144,000 E/D in‘the Third Quarter), through purohasés of
products ;n_other parts of the world, and by meansg of
stock withdrawals or the elimination of stock increases
thereby reduaing requirements formerly met from Iran,

During the Fourth Quarter bf this year product ex-

ports for this purpose are expeoted to'average.approximately
130,000 B/D and crude 01l diversions %0 Furopean refineries
are expected to average some 106,000 B/D. Thé amount of ad-
ditional corude oil production that esn ba aschileved abruaé will

be an imnortant factor in determining the impact of the Iranian
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loss during the Flrast Quarter 1952.

It poes without saying that foreign facllities are
taxed to the utmost. Products in oritilcal supply are avia-
tion gasoline and fuel oll. Foreign refinsries, British,
butch, and French as well as Amerioan, have gone a long way
towardeg solving the fuel 081 prodlem by maximizing its produc-
tlon. As an example, cur latest reports show that the in-
eremental Britlish reflning capacity which has been biought
into operation to helﬁ malke up the Iranlan deflcdt is running
with an average yleld of fuel otl of 70 percent and overall
yield of gapoline of cnly 15 perecent.

In the Iight of the inereasing milltary demandg Tor
aviation gasoline, the loss of Abaden preduction amsunting to
18,000 B/D poses a critical problem. Aviation gasoline
stocks are oritically low and ghow o steadily declininé trend
in many oversgeas areas.

However, Petroleum Administration for Defense feels
confident that, with the continued cvoperation and help of
the American Petroleum Industry, the supply deficiency due to
the loas of Iran will be eventually mst not only in respect

. of aviation gasoline.bﬁt for all egsontial pebroleum products.
(a) Demand

Post-war demand abroad is csiimated 40 inoresnse

about 87% from 1946 through 1951, an average annual

inoroment of Botwonn B8 pnd TAT D MRt o ey e whh
, . ) i A R i S I R S NS



(p)

(e)

an increase in U.S. demand of 457 during the same
period.

Poat-war demnand abroad is estimated to increase

‘gbout 877 from 1946 through 1951, an average annual

Ancrement of between 13 and 149%. This compares with
an inereace in U.S. demand of 46% during the same
period,

For 1952 erude and product demand in foreign
countries outslde the Russian orbit¢ 1ls expected to
approximate 4,300,000 B/D gs compared ﬁith 4 million
in 19561 and almosgt 3.6 million in 1980. In the
light of the NATO mObilization program with ite
attendant Mgh level of industrial and agricultural

activity these demand sstimates may well nrove on

. the consgegrvative glde.

Produetion

PAD's projected foreipn program anticipates

total forelsn production of some 5,015,000 B/D, an

increase of 416,000 B/D over the estimated produo-

" tion of 4,600,000 B/D in 1951, Thls production

is divided abouﬁ gvenly between the Eagtern and
Vggtern Hemlsphere in 1951.

Fopeign refinin; rung are scheduled at 4,437,000

B/D (approximately 959 of mpseity) an incresge of
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, 772,000 B/D over 1950, IForeign'rerinery construo-
tion projects.planned or under construction at
present total some 816,000 B/D divided 340,000 B/D
in 1952, 253,000 B/D 4n 1953, ana”ézs,ooo'sjb in
1954, By areas this ls dlvided:
Western Turope 307,000 B/D

South Ameriea & Carlib, Area 234,000 "

Canada 135,000
All other areas 140,000  #
Total 816,000 ®

Thie compares with an annual congtrustion of 3 %o 400,000
B/D additional foreign refining capacity which 1s estlimated
as necesgary to meet forelgn consumptlion.

On an overall basle 1t 1s estimated that more than
507 of the total steel requirements for the foreign refining
program ig derived from sources outside the United States.

(4) TRANSPORTATION

For the program as how-anticipated, the 1852 tanker
positioh ig expeoted to be almost in balance. Jome 1,800,000
to 2,000,000 deadwelght tons of new tonnage 1s scheduled for
delivery during the year.
A number of crude and product pilpelines are scheduled
for completion in 1952, the most significant of which 1s the

30-32" 1ine from Kirkuk, Irzq, to Barlag, Syria with a

capaclity of some 300,000 B/D.
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THE CHAIRMAN: Gentlemen, any questions in connec-
tion with the subjeoct Mr. Snodgrass hag been epeaking on?

Thank you very much, Mr.fﬁnodgrass.

Mr. Rodgers adviges me that the informatlon he has
jg that they are closing the alrport after two o'clock this
afternoon and vill not reopen until five. Is that for private
planes? |

MR. RODGERS: Yes. I think it is two-thirty. You
won't be able to get out., If we don't get away from here
at a quarter~to-two, I think we are stuck.

MR MAJEWSKI: Mr., Chalrman --

PHE CHAIRMAN: Mr, ﬁajew$kia' A

Zfﬁ. MKSTWSKI° I gpend a 1llttle time reading, every
time I come down here I find something tolread, that depresses
me, and, may I say, I have l;atened with a great deal of
attention to the reports.that‘were presented, and as to the
cogts, and the number of people involved, and then I read the
renort of the subaommittee on the gtudy of monopoly power,
of the committee on the Judiclary, that says that all of
that 1s a lot of hokum.

I wasn't aa ontimistic as lr. Brown. Uhat I read
in this report is that thease peOple on this oommlttee elther
don't underatand what this Council 15 doing, or thoy purpoge-
1y, as I read the report, eontrovert the facts.

I am kind of glad that two membere of that gteff
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are here, laybe they would like to amend this report for
the people of the midwest, because we don't understand this
hokum,

I would like to také oné'minute more. Thie gets a
lot of publicity. It is not true -- about this Council.

Sometime, I would like to get a chance to debate
with Mr. Seller, fo ghow what thig Councill has done.

MR, W. ALTON JONUS: Have you read the report?

- MR, r‘LAJE-JISKI:_ Every word.

MR. W. ALTON JON©™S: If you have read it, will
you angwer this question: Does 1% attack buslness organiza-
tions, companles such asg yours, or mine?

MR, MAJEWSKI: It doesn't go that far.

IR. W ALTON JONTS: The prinecipal purpose of the
committee 18 to attadﬁ buéinegs organlzaotions.

MR. MAJEWSKI: It pute an odivm on business. I
don't like 1t.

MR. We ALTON JONES:! You don't like to be =--

MR, MAJFWSKI: I don't 1ike to be thought of as a
guy that ian't trying to help in the defense effort.

And then you gan't get the money'to gonduct your
operations -- when we do it for free.

I Just wahted to take the time to protest before
you all go away.

(AppYlangn.)
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M. STEVENS: Mp, Chairman, I represent the minority
members of the committee, and there is a member of the major-
ity ataff here.

I appreclate Mr. Brown's comments.

I am not sure that the repoft was read accurately
by the other gentlemen. I hope that, rather thah rely on
the misimpressions that Wers orcated by the press, that-mOgt
of vou will take the tilme to gtudy the report.

I know that the minority members 414 not intend to
be critical.

IMR. HMAJEWSKI: May I add, now that we have seen a
demonstration of what happens, could the gentleman, as &
ninority sgtaff member, impresgs on the majority that they
ought to make a few corrsctions®

I read well. I have been on the school board for

s0me year?:;]

L

M. BROVN: Well, we will try to take gare of the
private planes and Princess Elizabeth.

I would 1like to call on four people.

Firgt, 1 will eall on lir, lbrrison.

MR. HORRISON: [ir, Chadrmen, I prepared A nioce
speech, I thought it wés s7ell, and now I get the fuah aot,
and so I can't read it.

But the materlial situszticn can be summed up by

gaying there 1s not enough of 4it,
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I have also come to the conclusion that, in a
eituation where a oivillan eoconomy must be maintained, and
where labor nust not be upset 4in any way, and automobile
produotion must be maintained, and I don't criticize -- I
think 1t 4s a zood 1dea that the in&ustrial machinery ehould
be turning over fully, so they will be in motion when the
time comes -- but I do arrive at the conclusion that it 1ls
the type of war we cannot afford materialwise.

We have been getting cur share, there ien't any
queation gbout that, but what 1e our share? That is always
the question.

We have recelved about ten percent of our requests
of carbon steei. |

Ve have a situation with the 0ll-field manufactur-
ers, of some 400 members, who leve been getting by with a
60 pgreent ocut in ﬁheir copper and alloy.

To maintaln the progfam now approvad, to say nothe-
ing about future pldns, we are going o have to get rellef
on various products.

I don't say we should get 100 perecent of what wé'
want in every quarter, but certalnly we must get rellef in
the next few quarters, relief for the petroleum transporta-
tion,_relief for oll-field equipmient manufacturers, and othbr
ﬁunga.

I think 41l the figures cunted do nel take 2ndo
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coneideration all of the matters.

Ve oan keep up Just what we are doing, but we ocan-
noj: continue to expand.

And I have come to another conoclusion: If we could
get a written guarantee from the State Department, and the
ﬂilitary, that there would not be.a national emergency for an
18-months period, we could probably go along.

| Ve are just bharely getting by with the presently
expanded progrem. Any mere additional lines, such as the
1ine they spesk about, from Canada %o the VWest Coast, you
cunnot do that and continue to operate and take oare of the
increasing requirements of the eivilian and industrial ex- -
pansion.

Ve sither have t0 make up our minds that we are go-
ing to eke by, slipping here and there, and uslng baling
wire, or else we will have to convince the PAD that the
 petroleum industry is mﬁre ecgentinl than they think 4t ig.

There are o lot of facets to fhe materinl situa-
tion that we could talk about fér & long time; “hen they
put restrictions on ydu for all types of programs,you cannot
operate, you cannot operate on that baslis.

With all the help that everyone has béeﬁ.able to
give us, and with the 1ngenﬁ;ty of The petrcleunm indugtry,
they have just barelyrgoﬁtén along, hut cannot continus for-

ever, and I do think pressure hus to be put on PAﬁ to declare

\
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fhat the petroleum indugtry is more essential than they fhink
it is now, and that to make.up thelr mind whether or not they
are going to prepare for an all-out emergency, because you
cannot exist on what they are giving us today -- you can
barely get by.

tApplause.)

I, BROWN: If Mr. Pete Jones' prediotions are
oarried out, and the indugiry people cohtinue, 4f they don't
fall in their responelbility to PAD, and the independent
producers are as healthy as they say they are, this is the
last meeting you will be able to look at Dick Lawton, because
he will have Tinighed his service by next January.

If you like whnt Dick hao dons, you don't have to
tell him right now, but you can tell him in the hall, and I
am going %o eall on him,

My, Lawton,

IR LAWTON: The truth ig, Bruce Brown told me
that they were going $o shut my pay off on the thirty~first
of December, so I am quitting. (Laughter.)

I would 11k¢ to say thig! 1 don't know whebther
you gentlemen realize what you represent, but I would like to
tell you that, Trom the vantage point I have had, watching
the Production Divigion of the oil indusiry of the United
Statea for ten monthe, it has been magniflcent, it has been

a privilage to Witnegse it,.
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Now, with that out of the way, with that apple
polished and out of the way, I will gilve you some facts.

7ith material in short supply, up through October
13, 1951, the industry has drilled 8,850,000 more holes than
they_did 1n the like period of 1950.

We have had a total increase of 7-1/10 percent in
footage. They have found 30 percent more oll and gas flelds
than they found last year; a total of 320 more fields 1in
1951 than they found in 19850, as of October 13. They have
drilled 34,308 wells, against 33,744 in 1950,

Now, we have made some checks, 7That is not due to
any one segment of the infdustry. Ve took the 352 lerge unite
to gee how they Were ﬂoihg. We had two-quarters' history on
them. We moved from tﬁe 1950 history base up to the 1astl
1ialf of 1950 and the firsf half of 185), and found that they
had drilled 6 percent more holes, againsf a national anragé
of 7.1; they_had drilled three percent mors wells against a
national avé}age inorease of 1.7; %they still had in inventory
453,000 tons of tubular steel. |

I think, "owever, I can say thé,t is quite an a.c;
complishment. That algo shows that ﬁ@body 1s losing 1n
this deasl, with them drilling six porcent more, tﬁey are not
hogeing it, and three perceﬁt more wells against a national
average of 1.7. It 1s pretty well-distributed throughout

the industry.
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Speaking of the inventory, California, they request-
ed a spurvey for california, and California had 68,000 tons
of tubular goods in 1950, Ve got them up for June; they had
68,779, they‘had increaged the program 40 psroent -~ and
nobody had any pipe in California. (Laughter.)

Ve wrote Mr, Smwdgrass a letter and teld him that
AT they got in trouble, we would save them. (Laughter.)

Now, on.this‘tubular goodg situation, as to the
slzes, 1t must be recognized, 1f we ars to do this Job, as
to the vagt irncrease iIn footege, we started drumming on that,
taikéd to the millg time and sgain. Ve had a meeting with
NPA the other day. and they said they belleved there was
something o our story, for the first time. Ve planted scme
geed for the Gounoil, and I belleve, 1f you give us a good
report, they will go with us.

Thank you.

MR. BROWN: Igy I ask Bill Boyd %o stand up.

{Applause.)

MR. BROWN: Ir, Gene Davis, Director of Finance.

MH. DAVIS: Gentlemen, you heard Secretary Chapman,
and Admlral Bilggs, aﬁd Bruce Brown, gay that aviation gas 1g
ghort. That is not news, I am sure, to any‘of you. In case -
you forget 1t when you go home, I am %he character that will
be digpging to the bottom of the barrel every day.

It will be a blg problen in the vewt Pow pontha
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keeping our head above water, in tiis field of aviation
gagoline.

e thought we were doing very well in the sarly
part of this year, after overooming a rather severe shortage
in the last quarter and early part of the year. After we
had gétten by the first impaect, and production had gone to
regsonably high gear, we found, in the second quarter,_that
things were rather comfortable, gnﬂ thought that we could
relax somewhat, bu$ beginning with July, the situation changed
rapldly, with the shutﬁowhrof the refinery in Abadan, which
put an additional burden on the aviation sources in this
coﬁntry; and that was fpllowed_by a subgtantial step~up in
‘demand from thie miiltary eervice; and so we wind up today,
in termg of 130 aviation gasq}iné, short 1CG,000 barrels a day
fof the fourth quarter of this yéar. |

In reaching for thé bottom, we have dons about
QVerything we covld do to get the maximum production. Ve
have 1gsued the PAD order numbers 3 and 4,-No. 3 to insure
that capacity is operated at maximum, and production through-
out the period aheéd of ﬁa undiminighed from any cause.

PAD Order 4 caused some controversy with the air-
lines and with some members on the hill. Bubt we believé
both orders are essential. They cannot be avoided 1f we are
to afoid the situaﬁioﬁ in aviation gagoline. |

PAD Order No; 3, we think, will give us a signifi-
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ean£ lnorease 1n produotion, amounting to perhaps several
thousand barrels a day. |

PAD Opder No. 4 will give us even more produotibn,
by ralsing the lead content of domestioc commercial aviation
from 3 to 4 oc. per gallon, and export commersclol aviation
from 4 to 4.6,

Both of these should give us well over 10,000 bar-
rels per day of aviation production. Ve are still quite
short. From ail indioations, the estimate we have recelived
for the first half of next yoanr indicates that there will be
no let-up in demand from all sources requiring avistion gaso-
line.

No more than do we find a reasonable solution for
one difficulty, than ancther crops up.

In Septeﬁber, they out the alloocation of primary
lead by almost half. That.was made up by additlonal imports.
In October, cellings went on metallic lead, both domecstic
and export. 30 thét we are practidally where we were, real-
1y, in Beptember. |

The exPorf ig drying wpo bécause of the reduced
nrice of the ceiliné. Cn ﬁhe one hand, ﬁe are trying to
increase production:with a higher ceiling price on domestic

lead, and are cutting out the foreign lead by reduction
in the ceiling price.

Tha t accounts for the rather hectic situation foy
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the next few months.

It 1o unpredictable. It 1s difficult to see how 1t
will come out. ﬁut I think 1t 1s safe to assume that we will
not be on easy street on tetraethylene lead for some time.

We hope, in PAD, it will not be necessury to make any change
in PAD Order No. 1. Our objectives were, with that order,
very successful. Ve increased production,

One further point: We have completed the benzline
program, given'to PAD some months age, when they were asgked
to generate an additlonal 138 million gallong a Year. Sinoce
that time, a total of 130 million gallons have been processed.
Applications for certificates have been processed. Of the
130,000,000 galions, 40 milllon have been completed, leaving
90 millicn under éonatruetion.

That 1e about all. Thank you.

(ﬂpplauge.)

MR. BROWN: When the committee meets in January,
lip, George Wilson will be leaving us. HMr. George Wilgon,
our Director of Supnly and Transportatlon.

MR, TILSON: I, Chairman, and gentlemen:

In view‘of the lateneas of the hour, I will omit
part of my prepared speech, lr. Chairman, and give vou the
meghiighta. {Laughter.)

Serlously, Mr. Brown haod ssked me to comment par-

tinularly on the supply outlook for the coming heating
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heating season, and those of yoﬁ whose knowledge goes baok
to the war years, will recall me as one of the chronlo
pessimigts on thisg subject.

I £ind myself ih a 1little different position today,
because, as best I can appraise it, the astook levels of the
four prineipal products are qulte pomfortable. If there is
no material increase, or drastic increase, in elther Admifal
Bigza' requirements, or unless the Weather conditions prove
 different from what the forecast 1e based on the "wooly
beara® would indloate, I think we will come through the
heating season with nothing more serioue than whet are uaual-
ly denominated as SpotAshorﬁages, which will be the products
usually, of temnorary transportation gtringeneles, plua
the lack of rlexibility, exvept for the impact of the price
regulation, that they make it dlfficuld and slow to estab- |
1iegh unsual changes, elther 1n typea of proﬁuots avirilable
or the coagt of unusual and temporary transportation thaﬁ
nust be utilized in meeting those shortagea.

Outside of that sort of problem, though, I do
not view with alafm the prospect for fuele during the heating
geason. | |

Now, we have made, in PAD, pome considerable p1ans
toward meeting this spot shortége, if 1t arisaes. ﬁnfogu
tunately, nowevar, the keystone in those plans 18 particlpa-

tion of industry working comm‘tueas, ag has beon done in
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the past, and under the olimate existing teday, as reflected
by Ir. majewski, there 1s congiderable trouble ahead for ue,
unlese wWe secure, unless our presently-in-motion efforts,
with the Juetice Department, to secure authorization for that
sort of committee, oreation and activity, are succeesful, PAD
ean't do the job, the.fire ean bresk out in any one of many
placeﬂ,.eiﬁher&atkone tihéhcr‘ﬁimultaneously, and you, in our
opinion, have to ﬁave a local fire department organized, that
can quickly gather the facte for any extraordinary actlon that
can be asccomplisghed through Government direction.

MR, WILSON: Some of the northern governors can put
heat on that., They know what wag done lagt tinme.

M. BROWN: Yes. And I think that maybe we will
accomplish even this committee clearance. If we don't, and
1f the spot shortagee become epldemic, we are in a rather
hopeless position for dealing with them, within the time,
with the time element that will be requlred.

MR. WILEON: Maybe the Seller Committee would handle
it for you.

MR, BROWN: I don't think that would be productive.

Now, one word on materials. That is also sllghtly
optimistio.

In this ocurrent paradé of production, of reflning,

and of trangportatlon,; up until a fairly reoent date, trane~

portation hag been considerably behind the rest of the unlts
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in the parade, and we have oll available, that if we required
it, cannot be put into commerce because of the lack of‘trans-
vortation.

I am glad to be able té report to you, though,
thant our allocations to the petroleuﬁ induatry, of stecl, for
the firet quarter of 1952, represents alightly more thaw
double the quantity that was available in the fourth quarter
of tht;year,_ahd that was some improvement over the third
quarter,

S0 I think, with a continuation of that materlal
aviiilability for 0il trangportation; that 1s,‘ﬁy pipeliﬁe,
we should see completed, or gsubstantially completed, several
large important pipeline projlects in the third quarter of
1052: and Af the Admiral will restrain hie aotivities at
least until that date, perhaps we will be 1n a bettor poel~
tion to meet the nccessary civilian aemandé as well as some
increagse in the nilitary. “A“

I think, Mr, chairmanalin view‘of the iateness éf
the hour, I will forego the balance of my speech.

THR CHAIRMAN: Are there any questiona?

Thank Jou very much. (Applause.)

THRE CHAIRMAN: Mp, Stewart, fhese reports today
which the Councll haa‘feceiveﬂ from 1ts committees, repre~
genting the replles to your requests, are you interested

in making any comments as %0 thege renorts?
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MR, STEWART: I would like to make one comment. I
will make 1t short.

The reports we have recelived, and the ones that
you have in process, are golng to be of great value to us, -
I am agtonished at the amount of time, effort, experlence
and‘Judgment that vou were able to pour inte them. T think
that these revorts are one of the major frulte that we in
OGD and PAD get fpom this Councll.

I want to express my thanks to the Chairman, to the
committee memﬁers; and to the members of all your subcommit-
tees, the boys who really 4id the heavy work, my appreclation
for what they have done.

I thank you. (Applause.)

THY, CHnIHMAN; Is there sny new business?

ZJH. %%K%:l I wanted@ to say one thing, Mr. Chairman,
I haven't read the Seller Committee report, so I am not
addrepeing my comments to it. But it would be unfalir to us
members of the Ssller Committee, or members of the working
gtaff, to let the ﬁembers of the gtaff who are here, go out
without knowing that there are some people in the oil bue-
iness who are glad that there is a committee of Oﬁngress
ﬁho watohes, let's call it, the compelltive foroes in the
industry.

- " I am & member of the Study Committes of a group

‘0of 011 men. I san tell you that thay sro glad to have some-
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one watohing the oompetitive forces at play.

We hope the oriticism 1s always falr and reasonable,
but it is & demooracy at work, that has ite cheoks and bal-
ances. It 1é a free play of What I would call differences
-of opinion.

| T know that Barney doesn't have any less love of
: indep endence thamuxlhawﬁ«'

MR, MAJEWSKI: 1 would like to eay something on
that,. |

You are a past master of giving hell in reverase,
defending.

I am the strongest defender of democracy thers 1s.
I belleve.ln At. I did semething about removing the skull-
duggery in Chlcago. |

All I want to say to you, CGordon, is fhia: that_I
think your defense Wwas proper, but you saw demooracy at Work
whén I gpoke, and when ilr. Stevens spoke. .I tlink that 1
democraoy . 1 . |

I will also Say that I don' t like monOpol& any
more than you 0. Bubt when you have been 1n the buainese
for 42 years, Gordon, 11ke I have, and have fought for the
cauge of democracy, and also egeinst the monopoly, then
you can Justify eritiociasm, my boy.

I don't mind your saying what you did, but reéad

the report.
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I love Congrees, but they ought to do gomething for
what they are getting. They ought to &0 something.

What I object to ig that they slug you, when you
are performing 11ke this group 1s, and I wonder why you
take 1t without gaying something.

| I know that some of you are afrald for fear of

further assailment. Thank God, that in the midwest we plant
our crops and do gome fertilizing, and glso do some removal
of thiagtles and rcoks.

(Applause.)

THE CJAIRMAN: Well, may I say tyat on behalf of

the Council, in the original organizatlon of this group,

it was specifically provided that members of Congress would
at all times be welcome to sit in =zt our meetings; and these
gentlemen, as representatives of the commitiees of Congress,
are ocertainly welcome. I am féry-happy ;hat we havé had the
oppdrtunity today to gee the petroieqm indﬁétfy_mbfing in
what we conceive t0 be an entirely proper ooépefétidﬁ%ith
the Government of the United.states;:]

lMr, Jones moves that we adjourn.

MR, JONES: I do.

(The motion was seconded.)

THT CHAIRMAN: Ve are adjourned.

(Whereupon5 at 1:50 o'clock p.m., the ﬁéeting was

adjournad, )





