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Kel-ea-ND 1
NATIONAL PETROLEUM COUNCIL MEETING
WASHINGTON, D. c
( | - - -
Room 5160,
Interior Departinent Building,
Thursday, February 26, 1933.
The Twenty-Eighth Meeting of the National Petroleum
Council was convened at 10:00 o‘clock a, m,, Mr. R. G.
Follis, Chairman, presiding.
CﬁAIRMAN FOLLIS: Gentlemen, the meeting will please
come . to order,
The secretary will call the roll.
MR ,JAMES BROWN: Mr. Anderson? Mr. Baker?
1f there is someone in the room as an alternate for a
member, ag I call the memher’'s name, would you be kind enough
to rige and give me your name for the record?
Thank you,
Mr, Andersoﬁ? Mr. Baker? Mr. Max Ball?
MR. ﬁALL: Here.
MR, JAMES BROWN: Mr. Munéer Ball?
MR, MUNGER BALL: Here,
_QR. JAMES BROWN: Mr. Barton? Mr. Benedum?
MR, BENEDUM:  Here,
CHAIRMAN FOLLIS: Mr. ﬁenedum, would you please stand?
Mr. Benedum is a new member of the Council, President of

the Hiawatha 0il & Gas Company.




Wg welcome you to the Council, Mr. Benedum.
(Applause)

MR. JAMES BROWN: Mr. Bergfors?
' MR. BERGFORS: Here.

MR. JAMES BROWN: Mr. Blausteian?

ME., BLAUSTEIN: Here.

MR. JAMES BROWN: Mr. Blazer?

MR. BLAZER: Here,

MR. JAMES BROWN: Mr. Boyd? Mr., Brazell?
HR.-BRAZELL: Here,

MR. JAMES BROWN: Mr. Bridwell?

MR .BRIDWELL: Here.

MR.JAMES BROWNZz Mr. Brigance?

MR.lBRIGANCE: Here.

MR. JAMES BROWN: Mr. Bruce Brown?

Mr . Russell Brown?

MR. RUSSELL BROWN: Here,

MR. JAMES BROWN: er. Burns?

MR. BURNS: Here,

MR, JAMES BROWN: Mr, Coleman?

MR, COLEMAN: Hereo .

CHAIRMAN FOLLIS: Mr. Coleman, would you stand, please?
Mr. Coleman is President of the Nationmal Stripper Weill

Association, ¥eo welcome you, Mr., Coleman.

(Applause)




MR. JAMES BROWN: Mr. Colley?

MR, COLLEY: Here.

MR. JAMES BROVN:  Mr. Cowden?

MR, COWDEN: Here.

MR. JAMES BFOWN: MNr. Crocker?

- MR. CROCKER: Here.

MR. JAMES BROWN: Mr. Cummins?

MR, CUMMINS:; Here.

MR, JAMES BROWN: Mr. DeGolyer?

MR, DeGOLYER: Hore.

MR, JAMES BROWN: Mr. Donnell?

MR. DONNELL: Here.

MR. JAMES BROWN: Mr ., Dow?

MR. DOW: Here.

. MR. JAMES BROWN: Mr, Warwick Downing?

MR. DOWNING: Present. .

MR. JAMES BROWN: Mr, Wesley Downing?

MR. WESLEY noﬁNING: Here.

CHAIRMAN rdLLIS: Mr. Wesley Downing, would you please
sfand?_ Mr, Dowvning is Pragident of the Independent Qil
Men's Association of New England. |

Mr. Downing, we welcome you to the Council.

J}—%} (Appl useﬂ e

v‘wﬂ " MR. JAMES BROWN: Mr. Drake?

MR. DRAKE: Here.
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MR, JAMES BROWN: Mr . Duke? Mr, Dunnigan? Mr. Endacott?
MR. EﬁbACOTT: Here,
MR. JAMES BROWN: Mr. Fisher?
MR, FISHER: Here,
MR. JAMES BROWN: ﬁr; Follis?
CHAIRMAN FOLLIS: Here,
ME. JAMES BROWN: Mr. Foster?
MR, McCONﬁELLﬁ %, V. McConnell, alternate for Mr., Foster.
MR. JAMES BROWN: Thank you.
Mr. Fox? Mr. Gernert?
MR, GERNERT: Here.
MR. JAMES BROWN: . _ﬂf¢ Graves? Mr. B. C. Graves?

B. C. GRAVES: Here.

B

1
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. JAMES BRCWN: Mr. B, I. Graves?
MR. B. I, GRAVES: Here.
MR. JAMES BROWN: Mr, Hallanan? Mr,lﬂamon? Mr. Hanks?
MR. HANKS: Heré; |
CHAIRMAN FOLLiS: Mr. Hanks, would you stand, pleage?
Mr. Hapke is President of the Soutb Penr 011 Company .
We welcome you, Mf.rﬂhnksd
(Applause)
MR. JAMES BROWN: Mr. Hardey? Mr. Hargrove? Mr. Harper?
MR, HARPER: Here. |
MR, JAMES BROWN: Mr, Hartman? Mr, Hilts? Mz, Holman?

MR. HOLMAN: Here,




MR . JAMES BROWN: Mr. Hulcy? Mr. Jacobsen?
MR. JACOBSEN: Here,

MR, JAMES BROWN: Mr. Jennings?

MR, PHELPS: Alternate for Mr., Jennings, Thomas W.

Phelps.

MR, JAMES BROWN: Thank you, Mr.Phelps.

Mr. Johnson? Mr. Charles Joneg? Mr. Mason Jones?

Mr, W. Alton Jones?

Mr.

MR. W. ALTON JONES: Here,

MR. JAMES BROWN: Nr, Kayserf

CHAIRMAN FOLLIS: Mr. Pau)] Kayser?

MR, JAMES BROWN: Mr. Keck, Sr.

MR. JOHNSON: R. E. Johnson for Mr, Keck,
MR. JAMES BROWN: Thank you, sir,

Mr. Lawton? Mr. Leach?

MR. LEACH: Here,

CHAIRMAN FOLLIS: Mr. Leach, will you stand, please?

Leach is President of The Texas Company.

We welcome you,

(Appiause)

MR. JAMES BROWN: Mr. Lovejoy? Nr. Lynch?
MR, LYNCH: Here,

MR. JAMES BROWN: Mr. Lyons? ' Mr. McCollum?

MR, COSGROVE: J. J. Cosgrove for Mr. McCollum.

MR, JAMES BROWN: Thank you.




MR.

CHAIRMAN FOLLIS:

MR,
Mr.
MR .
MR,
Mr.
MR.

MR .

JAMES BROWN: Mr, McDowell?

JAMES BROWN: Apparently he.ia not here.
McGowen? Mr. Maguire?

FALCK: Edward Falck for Mr., Maquire.
JAMES BROWN: Thank you,

Ma jewski?

MAJEWSKLI:  Here.

JAMES BROWK: Mr., Marshall? Mr. Mattei®?

Mr. Nielson?

MR,
MR,
MR.
MR,
Mr.
Payne?

MR .

MR.
MR.
MR,

M.

NIELSON: Here.

JAMES BROWN: Mr. Niness?

NINESS: Here.

JAMES BROWN: .Mr, Nixon? Mr, Nolan?

O'Shaughnessy? Mr. Parten? Mr. Payne?

BRY;hEPAYNE; Hare.

JAMES BROWN: Mr. William Payne?
WIlLIAM PAYNE: Here.

JAMES BROWN: Mr. Paogue? Mr. porter?
PORTER: Here,

JAMES BROWN: Mr. Pyles?

PYLES: Here.

JAMES BROWN: Mr. Reltz?

O'HARA: Don O'Hara for Mr. Reitz.

Mf. Mcbowell, will you stand, please?

Mr. Mozhex?

Bryan




MR. JAMES BROWN: Thank you.

Mr. Richardson? Mr. Ritchie? Mr. Robineau? Mr.

{ Robinson?
MR, ROBINSON: Here.
CHAIRMAN FOLLIS: Mr. Robinson, will you stand?
Mr. Robkinson igs Premident of the Consolidated Nafural
Gas Company.
We welcome you.
(Applause)
MR. JAMES BROWN: Mr. Rodman? Mr. Rowan? Mr. Scott?
MNr. Shgnnon?
( MR. SHANNON: Here.

MR. JAMES BROWN: Mr. Skelly?
MR. FREEMAN: Jobn 8. Freéman for Mr.Skelly.
MR. JAMES BROWN: Thank you, Mr. Freeman.
Mr., Spencer?'
. MR . SPENCER: Here,
MR. JAMES BROWN: Mr. Streeter? Mr. Tayloxr? Mr.
‘Thompson? Mr. Tollett? |
. MR, TOLLETT: Here,
MR, JAMES BROWN: Mr. Vandeveer?
MR. VANDEVEER: Here.
MR . JAMES BROWN: Mr. Violette? Hr..ﬁoekel?
MR. VOCKEL: Here.

MR. JAMES BROWN: Mr. Warren? Mr. Wescoat?




MR. WESCOAT: Here,

Mh. JAMES BROWN: Mr. White?

MR. WHITE: Here,

MR, JAMES BROWN: Mr. Wilson?

DR, 7ILSON: Here,

MR. JAMES BROWN: Mr. Wrather?

MR. WHALEY: Floyd Whaley for Mr. Wrather.

MR. JAMES BROWN: Thank you. Mr. Wright?

MR. WRIGHT: Here.

CHAIRMAN FOLLIS: Gentlemen, I want to first express
the regrete of Mr, Hallanan that be is not ahlé to ke hére}_
I 1ha31ne you haw all heard skout the airplane accident he
bad some days ago, when'hls plgne hit one of these invisible
down drafts and threw him up to the ceiling and then down
on the arm of his cheir and very serjously injured his back.
1 talked to him yesterday,however, and he gaid that he was
coming along faster than the doctor had anticipated, that
he had come downstairs for the first time yesterday, and thati
tha.doctors bave assured him that there will ke no perminent
effects. rﬂowever, 1 gather that he will be laid up for some
time, and he i3 very disarpointed that be can't be here at
this meeting, which is the organization meeting, and at which
we hope to see the new Secretary of the Intaerior.

1 might say also that I talked to the new Secretary

this morning, and, due to a call he has had to the White House,




he will not be able to get here until a quarter of two. So
I wbuid,suggest, if it meefs with the pleasure of the Couﬂcil,
that we adjourn at twelve o'clock, and plan to reassemble at
one-thirty, at which time we should have the bulk of our
agenda over, hut be here to receive the Secretary,

If that meets with your approval, I will plan the pfo—
gram that way. |

I thought that perhaps the Council might authorize me
or might like to suthorize me to send Walter a wire express-
ing our regret at his not being bere and our sincere hope that
be will be recovered and back soob.

CHORUS : I so move.

CHAIRMAN FOLLIS: All those in favor, please gay "Aye."

(General Response:"Aye.")

CHAYRMAN FOLLIS: Qpposed?

(No response)

CHAIRMAN FOLLIS: We will prepare guch a wire and express
the unanimous wish of the Council that that be done. |

Now we will have the Raport of fhe Secretary and the
Treasurern

MR. JAMES BROWN: In view of the fact that we are already
into the 1953 period, the year of this Council, and‘we baven'{
reported on the 1952 activities, Y will have to split my
report into two parts. I will first give you the results of

the year 19562.
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Our receipts, including coniributions, and the resulis
received fyom the publication of the book on Productive
Capacity, ftotaled $113,074. Our total disbursements during
the year "52 were $110,146. We gtarfted out for the year
with $7.280 That resulted in ouy winding up the yvesr with
$7,598. We were able to maintain our reserve intact, wbich
was $95.000.

However, starting out this year, for the firsf two months,
up to and including inday, cur receipts Erom outside wers BT1.
We transfarred from reserves 56,000, Our disbursementis, so
far this year are $19,926. S0 we have the large sum of
$452 .38 left in the generzl fund., That knacks our resgsvve
fund down to $59,000.

T might say that we bad an <0 thousand doliazr hudget
lagt year. I suppose I bhave speni money illegally, butl some
how or other, 1 hope you approve.

CHEAIRKRAN F LLIS: May wehave a mobticn to receive the
report of the Secretary and Treasurer?

{The motion was madé, Seﬁunded, and unanimously‘carriede}

CHAIRMAN FCLLISY: Now, genflemen, this being the organi-
zation meeting, we must olect the officers and the Ageuds
Committee and the Appointment Committee for this calendar
year.

I would like to appoint a Nominating Committee,.consisting

of Mr. Max Burns, Mr. Leo Wegcoat, Mr, Williem T. Payae, Hr.
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dlénn ﬂielson; Mr. Sam Mosher, to'meet and propose a slate
for nominations.

Would you gentlemen retire and do that at tﬁis time?

I would like to ask Mfu Lee Wescoat to act as Chairman
of that committee.

Now, gentlemen, is Mr. Littell here?

MR, LITTELL: Yes, sgir.

CHAIRMAN FOLLIS: Mr. Littell, will you report on the
Use of Radio and Radar Committee?

COMMITTEE ON' USE OF RADIO AND RADAR
F. W, LITTELL, CHAIRMAN,

MR, LITTELL: Mr. Chairman, the report on the use of
radar and radio in the industry is progressing at a faiorable
rate. All of the subcommittee work has heen doné. The final
“report 18 in its second draft, and we anticipate about éix
more weeks' work before the report is in its final form and
ready for submission, If there are any questions on the work
of the comﬁittee, I would be very haﬁpy to answer them.

CHAIRMAN FOLLIS: Are there sunyquestions?

If not, this is a progress report?

MR, LITTELL: Right.

CHATRMAN FOLLIS: Thank you,

Now can we have the report of the Agenda Committeo?

Mr. Jacobsen?




REPORT OF THE AGENDA COMMITTEE OF THE NATIONAL
PETROLEUM COUNCIL - a. JACOBSEN, CHAIRMAN,
MR. JACOBSEN:

(The report follows:)

12
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CHAIRMAN FOLLIS: IXn view of the fact that fhis-raport
is just being distributed, and most of you gentlemen probably
have not had a chance to read Mr. Warren's letter before, with
your permission I will read it now.

(The letter referred to is as follows:
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Gentlemen, I move that the agenda Committee's
report ﬁe accepted: |
(Tﬁe mbtion wag duly seconded,)
_ CHAIRMAN FOLLIS: Ié there any discussion?
1f qot, all those in favor, please say "Aye."
(General Response: "Aye.")
CHAIRMAN FOLLIS: Opposed?
(No requnse)
CHAIRMAN FOLLIS: So ordered.
Now, Dr. Robert Wilson has some comments on industry's
expansion of refining capacity,
Are you prepared to make those?
COMMEﬁTS ON INDUSTRY FXPANSION OF REFINI
CAPACITY - DR. ROBERT E. WILSON
DR, WILSON: Yes.

(The report iz as follows:)
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CHAIRMAS FOLL}S: Does anyone bave any question .he
woﬁld like tp ask Df. Wilaon?
Doctor, we appreciate that. It was very interesting.
Mr. Rodgers, sre ycu prepared to give your report on
gynthetic liquid fuels?
REPORT ON SYNTHETIC LIQUID FUELS PRODUCTION
COST =~ W. 8. 3. RODGERS
MR. RODGERS: Mr. Chairman and gentlemen:

(The report is as follows:)
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IR, WILSON: Those cogt figures include profit, of

course?

kﬂu'RODGERS: Yes. ‘.

A little later I will show yourhow the cost would go up
1f the industry would want a return. Ag to each per cent;
you could interest nobody in that.

(The report. continues as follows:)
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That i signed by the committee,

CHAIRMAN FOLLIS: Do yoﬁ move ydur report, Mr. Rodgers?

MR. RODGERS: Well, i am not a member any more,

(The motion was duly made and seconded)

MR. BLAUSTEIN: What depreciation rates were used?
Regular, or rapid?

MR. RODGERS: They certainly weren't accelerated, Mr.
Blaustein. I think you could say reguiarn You would bhave to
get the depreciation rate pretty high on this sort of equip-
ment.

How about it, Mr, Kemp?

MR. KEmpg/{iEEE;;-five per cemnt.

DR, WILSéN: dhich lan®t enough.

MR. RODGERS: No. This, in my opinioq, is a very fair
study‘of_fhe thing. And X call particular attention to how
'the costs increase as the return on the investment goes up.

CHAIRMAN FOLLIS: Is there any further discussion?

It bas been moved and seconded. All those in favor,
please say "Aye."

(General Response; '"Aye.")

CHAIRMAN FOLLIS: Opposed?

{No reapbnae.)

CHAIRMAN FOLLIS: 1t is so ordered.

MR. RODGERS; Mr. Chairman, I have one more thing,

Now, thig is my opinion only. I have not had a ¢hance to
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have a meeting of the committee, but I think this committee’s

wpfk 1s increased, and 1 bélieve the committee ought to be dis-
.gharged.I feel that it is only a matter of a year or so when
the subject ie going to pop up again.. Maybe it will pop up
atlthe ﬁext meeting. But it seems to me that you would then
want to reconstitute the committee and start all over again.
So, as Chairman of the Committee, but not with the concurrence
of my committee members, I would rec0mmend that the committee
be discharged.

MR, WILSON: 1 so move.

(The motion was duly saconded;)

CHAIRMAN FOLLIS: It hés been moved and seconded.

All those in favor, please say "Aye."

(General Response:. "Aye,“)

CHAIRMAN FOLLIS: Opposed?

{(No responsge)

CHAIRMAN FOLLIS: It is so ordered. i —_—

/
( 1 think I would be expressing the united opinion of

the Council in expressing to Mr. Rodgers our appreciation

for this work. It is ona of the ﬁost qomprehens{ve and
;mportant things that the Council bas done, in my opinion.

It has been thoroughly done. It has been done with great
thdught; And to me, it is a crowning final work of a very
distinguished career that Mr. Rodgers has had in the Council.

Mr. Rodgers has been a member of the Council, as you know,
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"from its inception, has heen a leader, has contributed in

many Ways, and we sincerely regret that he has found it

necesgary toresign and leave this group. ¢

(Applquse) N

MR. RODGERS: Mr. Chairman, I want to say something there:
Doh*t give me the credit or the committee, This subcbmmittee
hag just done e vast amount 6f work, including technical
people from a dozen or more companies. They bave pﬁlled t&«
gether and just done a magnificent job. As far as the main
committee is concerned, all we have done is approve what they
h#ve done,

| MR. MAJEWSKI: There ought to be a law pagsed that
young fellows like Mr, Rodgers ought to be prohibited fromn
retiring and enjoying life. I mean, men qualifiedlas he is,
ought not to be permitted to depart into the Elysian field
g0 goon,

MR; JACOBSEN : i wbuld sugﬁest an amendment to the motion
that he be prevented from retiring and enjoying life. I fhink
the law should only be to prevent bim from rétiring. He can
procead to enjoy life any way 1f he wishes.

MR, MAJEWSKI: I accept the amendmept.

CHAIRMAN FOLLIS: I see Mr. Wescoat bas retﬁrned° Méybe,

Mr, Weecoat, you have & report for the Nominating Committee?
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REPORT OF THE NOMINATING COMMITTEE
L. S. WESCOAT
MR, WESCbAT: Me. Chairmaﬁ and géntlemen: Pursuant to
the democratic pzocesses, your committee met, diséuséed thé
availahle candidates, and offer in uomination ?

Chairman: Walter-s. Hallanan; Vice Chairman R G

T

Follis; Secretary-Treasurer, James Y, Brown.
Thé two committées which are named by the Council:

First for the Agenda Committee we nominate°

—7

,/’/ A. Jacobaen Chairman; Hines H. Baker, Hax ¥. Ball,

Ruasell B. Brown J Frank Drake, B, A. Hardey, V. Alton Jones,
B. L Majewski J Howard Marshall A c. Mattei L. F. McCollum.

nd on tbe Appo:ntment Committee°

[y

,/F“Enk M. Porter, Chalrman, J. S. Bridwell,-ﬁ; C. Donnell;}_

1, B. Breﬁster Jennings,' J.'Séyies Leach, N, C, McGowen, /

A

E. E. Pyles, M,H, Robineau, Roland V. Rodman, Reese H. k//

Tay -and L. 8. Wéscoat.

I move that thome names be placed in nominatiom, that
the nominﬁtions be cloged, and further move that the mecre-
tlry be asked to cast one hallot for the election of the
nvm?nees ae - reported

LR, WILSON: Mr. Chairman, I am very much surprised that
the committee would jump on a man when he is down by nomina=~

ting Walter Hallanan. In order that we may object kefore

he has a chance to objJect, I second the motion.
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dHAIRMAN'FDLLIS: A1l those in favor, please say "AYé."

(Uhanimoué vote) |

CHAIRMAN FOLLIS: I might say it places we in an embarrass-
ing position, gentlemen, that 1 bave never expreossed my
appreciation to the Council for the several times I have
been elected Vice Chairman. You have never put me to work, and
i didn't think it wag appropriate for me to say anything. But
now that you have put me to work, I do want to expregs my
appreciatioﬁ for the confidence that you have shown in me,
Fven though I am followling bebind h chairman who does not
require any support, I sincerely appreciate, deeply appreciate,
the honor and the confideﬁce you have shown me.

Thank you.

(Applause)

ﬁow, Mr. Wescoat, I hate to call on you so soon, but
would you report for the Submerged Landé Committes?

REPORT ON SUBMERGED LANDS PRODUCTIVE CAPACITY
L. 8. WESCOAT |

MR, WESCOAT: Mr. Chairman and gentlemen, your committee
had hoped to have a complate report available for thig
meating this morning. However, there was additional techno-
loﬁlcal data required, wbich ie not presently resdy, and
tﬁerefore we are making this report in the interim périod.

Ae indicated by Mr.Rodgers, while we had a very fine

committee appointed to consider this matter, the real work
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was done by the two subcommittees, headed in Califormia by

Floyd Bryant with Ernie Pyles as Vice Chairman, and in the
Sohthwest by Emerson Chester and his associates, Mr. Carter
Magnolia. Their associste and representative from every
unit in the industry who had any knowledge with respect f{o
off-shore operétions, wa® included, and they have done a
very fine job.

It is a relatively short report, in the absence of the
technological aspects, and with your permission, I will
read it,

{(The report is as follows:)
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MR, WESCOATzl Mfu Chairmaﬁ, this ;s.an interim préport=
It is incomplete. Technically, I don't know whether the
cbmmitteé =till continues to exist, of whether action
by this body, if so desired, ié required ia oxder to
continue the studies which haﬁe not béenlcompleted &ifh:
respeét to the technoiogical aspecié. |

CHATRMAN FOLLIS: If would seem to me, as an interim
report; the cbmmittee ﬁbulé go on and completeo their final
report without any action from the Counéil.'

MR. WES&OAT: The Coudcil; oi course, ig reconstituted
each feﬁr, and i don't“know. That is the question I tm asking,
whether or not we‘require additional authority, or if the
Council wishee us to cdntinue to make that additional study,

CHATRMAN FOLLIS: lWhat i your pleagsure, Mr, Chairman?

{Motion to continue to make additional study was made,

seconded, and unanimously carriedo)

MR, WESCOAT: I move the adoption of the report.

(Motion was duly seconded,) |

CHAIRMAN FOLLIS: Al)l those in favor, please say "Aye."

(General Response: '"Aye,")

CHAIRMAN FOLLIS: Opposed?

(No response.)

CHAIRMAN FOLLIS: Bo ordered.

Now; is General Johnson here?

General, are you prepared to report?
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For the bepnefit of the new members, General Johnson
is Exééutive Secretary of the Munitions Board, and as sucﬁ is
responsible for procurement of petroleum supplies for the
- jrm d Services. I know you will be ipterested in his report,

MILITARY PETROLEUM REQUIREMENTS
BRIGADIER GENERAL ALFRED H. JOHNSON, USAF, EXECUTIVE
' SECRETARY, MUNITIONS BOARD.

GENERAL JOHNSON: Mr. Chairman, members of the Council:

1 might correct my jok assignment slightly. I am the
Chairman of the Munitions Board Joint Petroleum Committee and
the Chief of theOffice of Petroleum Programs in the Munitions
Board. |

Ag such, I have no direct responsibility for actual
purchases of petroleum. My main responsibility is planning
and general policy guidance and contact with other Government
agencies to assure the availability of adequate petroleunm
supplies to carry out Department of Defense pians. And as
such,I work in close coopperation with the Petroleum Administra-
tion for Defense and other agencies of the Governmeut.

Todaj i will confine m& remarke primarily to our planninél
regponsibilities and Qhat we are interested in. |

First, I want to express the appreciation of the
pPepartment of Defense for the coutinued coopgration of

industry, and particularly the Petroleum Administration for

D~fenge and their industry representatives.
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1 think it might be welllto mention a few things that
the Dehart@ent of_uefens;_areinterested in currently.
Mention wae made,Qduriné the early part of the meeling, of
adequate production reserves and rqfinery reserves. Parson-
ally, from my observations, I am not satisfied with the
adequA?y of current production,of refining reserves in thg
wes tern hemisphere. I probably never will be. So you can
take that for what it is worth.

But we need, and must maintain, adequate reserves to
take care of any possible emergency. Now, I am not sure
. how we can do that, but we certainly support any program
which 18 aimed at increasing those reserves.

We have been, in the Department of Defense, a;d I am
sure will be, interested in continuance of the Voluntaxy
'Agreement and the Foreign  Petroleum Suﬁply Comnmittee. 1 Eay
I am of the opinion that we will continue to be interested
in those agencies, We bave supported them in the past, and
I am gure we will in the:futuie. | _

We consider such an orgaaization, or ;iéuitable alternate
organization, essential in order to obtain é&pally effective
.1nduatry cooperation, administration, and advice that we
have received in the bast;

We are interested in the continued assistance of

industry in training our personnel, 50 that we can improve

our efficiency and}economy in our operations in the petroleum
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'field.

In that connection, ] want td expréas the appreciatidn
of inddstry, to date, in giving ué that aseistance; and to those
companies that have prowised to assist ug in the future. I
am sure you will be called upon for'more.and more assisfance
a8 time goes on.

In that connection,I would like to mention the éeneral‘
trend in petroleum cbnéumption in the Arme& Forces. Petroleum
conguming equipment iz now being delivered to the Armed
Services at a rate of about 4.2 to 4.3 times what the
pre-Korean rate wae. In compafing current rates with a
year ago, they are about 1.5 fo 1.7 times what they were a
year ago. That is, taoks, ships, sircraft, are being
delivered at those rafea. Thé rates are not decreasing,
Petroleum is being delivered, and ite products are being
delivered, tq the Armed Forceeg at 2 vrate of 1.5 times, in
dollars,what it was 2 year ago.

"From an over-all standpoint, the . Depatument of.Defense
purdhaées of petroleum have gone up, by yeaf;.ffom 500
million approximately, slightly under, to #Idurrent rate of
approximately 900 mi;lyon, and in two more years will reach,
lI am sure, about oné aﬁd a quarter btllioﬁ';Sr‘yeara
DR. WILSON: Barrela? ‘

GENERAL  "WSON: Dollars. S8ti1ll a small percentage

of the output. But we in the Department of Dofense are




;concerﬁed about runniﬂg pur petroleum business on an effiéient
ané ecdnomical bagis, and the traiming of peopie who can do
that will be part of your job,

We are concerned about the future status of the
Petroleum Administration for Defense, just reading it in
the newspapers, We don't know, but i gggsure you that we
don't think that the job of the Petroleum Administration ior
Defenge iz finished. We depend upon them for a number of
factors, a lot of help, in the conduct of our plans and
current operationsg.

I might mention: last but not least, that we are still
copcerned, and vitally concerned, about the production
facilities for avistion gasoline. We know we don’t ﬁave
gufficient to meet an emergency.

I will be giad to answer any questions.

Colonel Brown of the Armed Services Petroleum Purchasing
Agency will_go over thé'current purchasing situation with
you, |

Thank you very much.

CHAIRMAN FOLLIS: Thank you, sir.

Gentlemen, we hgve with us today, Mr. Ralpb Trigg, who is
Aasiétant Director!of Production of the Office of Datense'
Mobilizatiéﬁ: B |

Mr. Tiigg. ig also.Acting Administrator of tbe Defense

Production Administration, and for two years was Assist&nt'
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Administrator of Program and LRequirements, Whl"h involves
the allacation of critical materials and the establishment
of goals for the expanéion of iﬁdﬁstry.

I knoﬁ that‘you will be very much interested in Mr.
Trigg'e remarks,

Mr, Trigg?

{Applausge)

REMARKS OF RALPH TRIGG,AASSISTANT DiRECTOR
OF PﬁODUCTIOﬂ, OFFICE OF DEFENSE ﬁOBILIZATION.

MR, TRIGG: Mr. Chairman and‘members of the Council,
 thank you very much for asking me over here. 1 think that if
we got an opportunity to talk with members of the industry
guch as yourselves, or . any incurtry that we are concerned
with, it is a greal deal of help to us. And as I told Mr.
Warren when he asked me t§ come over heré, i woﬂid be glad
to talk to you a few minutes and try to answer any questions
that you might have. BSo I would be very happy to, after I
have concluded with ﬁhat I will say, 1 will be very happy
to try to answer aﬁy questions you may have on your mind.

But as the Chairman gaid, cne of our principal jobm
in the past has beén the allocation of critical materials
to the petroleum industry and to othér industries aciosg the
counfry in connection with the.defensé effort.

We have endeavored to put all of the materiale into

the petroleum industry that we could possibly get into it in
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terps of 0il country tubular goods and other things and in
ordér to get as much oil produced as we could possitly gef-
produced, reserves discovered, and so on, for the simple
reason that there 18 no one that is tied in with this

defense effort in Wasbington, to my knowledge,that doesn't
realize full well what the implications are if we don't have
sufficient o0il or oil reserves in case we had an all-out war.
You heard what‘General Johngon had to say in connection with
-their concern as to your problems s0 fﬁr as petroleum is
concerned.

We have endeavored to establish goals or objectives to
bhe reached that are in line with the possibility of actualily
realizing those objectives, at the same time meeting the
demands that we see down the road ahead of us.

You heard Gener#l Johneon gay that they were conceraned
- about the future of thg Petroleum Administration of Defense.
Well, g0 are a lot of us, as far as that ie concermed. And what
1 think probably you would like to hear from is: Where do we
go from here? What do we do, = in so far as what we have
been dolng; and what sort of an organization do we have to
con@}nue the good work that the Petroleum Administration for
Defense hag carxried on haere in Washington, under thpable
leadership of the present Administirator, Deputy Administrator
Wa;fén; and his predecessor, Bruce Brown. And they have done

a grend job, and the people who work for them in representing
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the petroleum 1ndusé:ry and what its needs are, in fitting
it into this over-all effort.

But as of now we take our courfe,pmaturally, from the
policy determinations that bave been made at thevery highest
level,‘and 1f you will go hack anq recons fruct in your mind
2 minute what the President had to sey in his State of the
Union Message before the Comgress, he made some reference
to the control situation in general and dealt specifically
with a number of ifems,‘one of which was the termination of
product and material controls.

Now, he iudicated there that we, naturally, had to have
some sort of a control program or necesgary legislation
which waild be submitted to the Congress at the proper time to
countinue, esgsentially, the military AEC program. If you
were to interpret his words in the narrow sense, it certainly
would mean thét we have to have any type of program, a
controlled program, in order to continue the military AEC
program,

Now, 1 don't know of anyone around hexre that is particuiar~
ly interested to continue contrbla for the sake of continuing
them. There must be an easier way of making a living than
sitting sround here trying to administer something that is
digtasteful not only to you people and other people in the
industry but also to those of us who have to fuss with them

every day. But, anyway, we have a law under which we are
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operating. We have policy declarationslfrom the Hill., We
have policy declarations frbm the White House. And wa try
to fit our operations into thét,'

S0 we have assumed that, come July 1, there must he,
before that time even, worked out some sort of a program, and
a request submitted to the Congréss for necesséry authoriiy
to continue in operation the Military AEC program.

You know and I know very well that a military program
is no good withouf defense gsupporting programs, guch ag the
one that we are concerned‘with here, the petroleuﬁ program,
under the direction of the Petroleum Administratiom for
Defense, the electric power program, this, that, and the
other program.

In thisg éonnection, in the organiz:ticn in Washington,”
we have got some fifty-odd delegate agencies, including
a number of industry divisions of the National Production
Authority, that have some part or interest in this defemnse
effort. And to each and every one of them, their work is
just as important in terms of the full mobilization effort,
ag the work of the military, or the work of the Atomic Energy
Commission, or an one elme. So the decision bag got to be
made, and made soon, a8 to what we have éfter July 1 in
terms of any sort of a program to continue.the‘neCessafy
goods or materials flowing into these defense-supporting

programs that I classified as the Petroleum Program in that




category.

1 can say to fou that there basn't been any f£inal
decision as of now, but it is being discussed at the very
highest levels, and certainly the Department of iInterior,
under which this Administration operates, is well represented
in that hody. What will finally emerge ip the way of a
request to the Congress for the necessary legislation is
pot yet determined. But we kﬁow that everybody wants to g=t
back to s free ecopomy, g0 to gpeak, as fast as we can. The
movement of stieel and other materials that flow into your
own program and others -- we would like tq-Turu it all back
ag fast{ as possible to a free markev. And‘as of now, the
thinking is that certainly July 1 will be cut of the control
business and a lot of this, unless some unforeseen circum-
stance might happen that would cause to go in the othex
direction. It &2 not up to me to'say finally wﬁat that is,
but that is pretty much the thinking az of now, with, of
course, the exception of the Military AEC program.

I don't know what position the military will take, other
than what General Jobnson haslsaid, and that is that they
are interested in what happens to PAD, what happens to
youi program, because it means 2 lot to them.,

And, as I mentioned a minute ago, we have a lot of
other programs, too. |

But we have hadsome very knottiy problems in the past in
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Government and in the last several years in this townland
thrbughout the c0uhtry, and I have dways found that when willing
industry groups such as yourselves and others git down with
people of Governmment, they usuvally work out these knott y
problems to the satisfaction of both. ¥ot always do you get
everything you want one way or the other, but I don't think
you can find a healthier climate in which to approach thé
situation than one such as you have here, where you have an
indugtry group that is vitally interested in not only vour .
industry but as to what happens so far as the Government is
concernéd. |

We are all interested in making the country as secure
as wé‘possibly can.

We will continue through June 30th of this year the
pregent allotment system, as you have already heard about,
that the materials scheduled to flow to the industry will go
on ag scheduled, with any opened up space, So to speak, on
the steel mills and other ;laces; that is, copper and aluminum,
flowing to whoever gets there and whoever the mille want to
gell it to. But you have already had é program set aside for
the second quarter that puts as much materials, Just taking
oll country fubular goods as an example, into that program
ag we can possibly put ipto it, based on the facilities that

we have to roll the pipe.

(LI .
{i Now, in addition to all of that, there are efforts being
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made to expand all tﬁe processing facilities of tﬁe
steeol industry, and of course of the aluminum industry, and
others; that down the road we will gef more production ag
we g$ on. But certainly, through Jume 30th, your program
stands as scheduled, and there will be no 1nterruption; or
gerious interruption, in it, between now and that time,

V1 tﬁink fhat the PAD has been pretty well satisfied
with what we were able to work out, not only fox the
gecond quarter but for previouns quartfers. What we will do
after that remains to be seen, as of now. And it_isn“t
~very much comfort to any_industry group to bave a person
from the Govéfnment,get up here #nd talk to you in terms that
you can’t answer gpecifically what the devil is going to
take plece down the road. But you can'f. You can't always
do 1t, And I would like, better than anyone, to be able
to say toyu: On July 1, we are going to'ddjtbus and so
and you can plan accordingly. But all I can tell you 151
that the law ruﬁs out on June 30th, the one we aré_operating
under now, and the general feeling is that it certainly
needs éome continuation of authority-for the military AEC
progiram, and we have got to give serious consideration to
wha t happeﬁs to tﬁé‘Defenaé-supporting industry.

61 could probably ramble on for some time here, Mr.
Chairman, and maybe not touch on what some people have in

their mind, and with your permiession, I will sit down and
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give them an opportunity to ask whatever questions they hafg,/
st _
v CHAIRMAN FOLLIS: Thank you, Mr., Trigg.

Has anyoné any question he would like to ask?.

If not, we éertainly appreciate your comling here and
'talking to us,

"(Applause)

CHAIRMAN FOLLIS: One question from Mr. Warren.

MR. TRIGG: Mr. Warren wanted to know if there was
onything yet decided on the third and fourth quarter advance
allotment, in terms of whetper we will cancol them or not.
You probably saw a press release or read of one'that.came out
from the 0ffice of Defense Mobhilization the firgt of the
week, in which it said that we would give a lot of congider-
ation and gtudy to what to do for the third and fourth
gquarter with those advance allotmanté, and we'are concerning
ourgelves with i1t right ﬁow.

I don*t know. We can*t fay whether they will or
won't{, but I have a hunch we will be able fo relax congsider-
ably on those, if if is any comfort to you, Ed.

CHAIRMAN FOLLIS: Are there any further questions?

Thank you. |

Now, we have Colonel Brown. Colonel Brown is Exscutive

Officer of the Armed Services Petroleum Purchasing Agency.
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REMARKS OF COLONEL DOUGLAS R, BROWN,
EXECUTIVE OFFICER, ARMED SERVICES
PETROLEUM PURCHASING AGENCY,

MR, BROWN: Mr, Chairman, members of the National
Petroleum Council: It is always & great pleasure to meet with
the members of the National ﬁetroleum Council.. In fact, I
would like to emphasize just a little bit what General Johnson
gaild when he montioned the fact that we would nmot know what we
could do if we would lose the use of PAD and also the fine
cooperation which we have received from the members of this
comnittee.

Our big problem, in so fqr ag the loss of PAD iz con-
cerned, is just how we get product, number one, and movement
of product, and components, and things of tbat nature, in
order to make up the finished produpt, and then the job of
cost accounting is one of the great oneg we have, in so far
as procurement of highbh octane fuels is concerned. We don't
have the machinery_established to handle that job, and it is
a great source of concern to us at the moment.

S0 we are going to do everything wé can to éupport a
program of maintaining at leaét:a part of the PAD organization.

During the fimcal year of 1953, the Armed Services
Petroleum Purchaging Agency has placeduposn the petroleum
indugtry the job éi produc%ng the greatest guantity of milit.-

ary product since the end of World war II.
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You are to be congratulated, your induétry is to be
qoﬁgratuled, for its concertad efforts in attempting to meat
fhis huge demand, whicb has grown quite great over ﬁhe past
couple of years. Other than on the West Coast, where we had
continuous difficultj”iﬂ'puréhaSing all productis, due to
gshortage of crude, the oil industry bhas been substaniially
successful in covering the military requirements for this

figcal year with the excepfioﬁ of high octane 150 and 145
fuel, It appears, however, from information which we have
received from PAD that most of the demand for this production
may be satisfied this year,_although approximately 25 per

cent of'if wili'be incremental cost product.

We recognize the-difficult, problem. thaf faces 1ndustry

~in producing this ever increasing military demand for high
octane fuels. We further‘recognize that it is due to a3
short;ge of allocation facilities, which take time to build
and money to build.

As of today, for this fiscal year, we are gtilil short
1,573,000 barrels of 150 and 145, and we hawonly got four
months to go. 8o jou can_average'that up and see thaf it is
going to be an awfully tough job to fulfill that requirement
in the next four months.

We are not still completely covered oﬁ that cther

ProduCt',,on,bther items, but we foresee no difficulty in
\

covering those requirements on delivery, as we require them
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for delivery schedules. It is just a matter of.going out
and procuring them, more or less. They are available,

In an;attempt to overcome the military.high poctane gaso-
1ine shortage, 1 have made mauy personal contacts with
members of the industry in the past few months. I have beazn
trying to encourage indﬁstry to construct additiomnal sllo-
cation facilitiés, either through the use of a five year
guesrantee contract which Government offers, or on their own,
without bénefit of a facility contract. During these
contacts, many companies expressed doubt as to the coatinu-
ing demand fqr bigh octape fuel info the next few years, the
next two or three years., This doubt seems g have been
brought sbout through the impressiom that all military
reéuirement_would, in a very short time, ke jet fuel, with
not much high octane., This impression is prohab}y under-
standable, because of publicity given to the build-up of
the Air Force as stressed by‘the fact that conventioﬁal |
aircraft ig rapidly being replaced by the jet, That is also
true with the Navy. o

It is frué, gentlemen, that all tactiéal and gtrstegic
aircraft will be jet. But, on the other hand; let's rewember
that this jet force ﬁust 5e gupported by 1argé tranports,
which are still heing huilt or awe in the procegs of helng
built at present. It must bé noted alao that the transport

aireraft currently under comstxuction is larger tham in World
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War 11,and that their heavier emgines require 150 and 145
octane fuel.

This switch over to 1ﬁd and 145 increases the demand
for alkylates approximafely 25 per cent per gallon over that
required to produce 100-130.

Historic#lly, this trend towsrds heavier aircraft and
demand for 150 and 145 bas beenunder way since 1949, znd this
year we will procure approximately 40 per cent more than we
did last yeaf. 1t would appear from present ﬁilitary plans
and aircraft ﬁrOduétion schedﬁles that there will not he =z
lovel-off ﬁn this demand for high octane before fiscal year
1957‘or 195¢. Now,l said a level-off, This 1s predicated
on a peﬁce.time build up of forces and certainly'does not
take into cpnsideration tﬁe impact on the supply of this
vital product in case of an all-out emergency.

In'conngction with trangport requirements, as 1 was
‘preparing this 1little presentation for the.Natiohal Petroleum
Council, I happened to look at a newspaper lasf week-ond and
I clipped this out. It mays: |

"Air Fofce orders production of turbine éngine
transporte.”

Well; of coursé,_the turbine engine transport requires
jet fuel, and this might give some idea of the trend of things

to come.

The Air Force now may be planning to convert the trangports
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1 have been telling you about to jets. So, in order to
ciarif& théwquestion in my mind,lhecause I bave been in this
plunning business befﬁre I got iﬁto the pefroleum, I talked
with the staff members in the headquarters of the Alr Force
with reforence to just what this would mean to our program,
I explained to them that we had been trying to induce
indusitry to go out apd gpend millions of dollars to kuild
allpcation faclilities for the production of high octane fuels,
And 1 got a lot of very interesting answers oa this thing.

I falked to the people who knewwhat was going to happen.

I would like to dwell on this item for just a moment,
because I realize that on the surface it might appear that
these feports would replace reciprocal engine types oi heavy
transports. In time, this most certainly may be the came.
But, gehtleﬁen, it will not;happen for many years to czome.

I base that statement on the following fact:

The first turbo-prop transport is not ready for sccept-
ancé. The order has.jﬁgt been giﬁen for it. When this turbo-
prop transport iz actepted, extensive tests will have to be
wmade, and conside:able modifigétion will more than likaly be
required if it is accepted then. Thay may have to go back
and manufacture another before it ig accepted. This would
normally require twa years ,and pust take place befbre produc-

tion of additional models can begin.

It will be many years before our transport force will
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have a large number of turbo-type jef transporis.

1 woﬁld like to further mention that we are continuing
to build reciprocal engine transport ior tankers. fhen
there is fhe_tanker fleetg which is required to refuel jetl
aircraft in mid-air,‘and which, by the way, will'be quite
a large fleet. I am gorry I can‘t give you the figures;
they an;astoundingc

That £leet is heing planned on t{le bagis of continuing
ugse of conventiohél types. This may change later, but if it
does , 1f wiil be fivg or six yeérs hefore they get into pro-
duction on that type. -

As B;29's and othqr types of bombersg are replaced as
strategic aircraft they will be converted to tankers for
air refueling.

T am pointing all this out, gentlemen, so that you will
understand that the need for high octane fuel is not golung
to be ény less |

1 would like to furthermerntion to you that this turbo-
prop type alcraft will augment the fleet; it won't replace
it. You can see for yourself.‘we are still operating war
bomﬁers in Korea, B-29's, It,will take some litfle time hefore
| wé'get-these planes out. |

Now, another pertinment ﬁbservation which I made
while discussing the allocation project with industry repre-

gentatives was that the military in most cases isnot accepted
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as a regular customer, a regular consumer, by industry,

by much of industry, in your planning. This seems to be
brought about by reason of the militafy‘cuiback in requircements
right after World war iI, whicﬁ creates some doubt thét-the
military will have a continuing requirement in the fu'ﬁ:ureo I
¢an understand that. I cah appreciate why that would be
considered in some CASes .

1 wonder if industry realizes thétzASPPﬁlwill_buy.approxi-
mately $9 million worth of‘petroleum'thie.yea:, General
Jobus on brought that out in his talk. I would like to
ewphasize 1t again, hecause I tgink it is very importaat,

If each oil refiﬁery was receiving its share of military
business, it would represent approximately.? per cent of its
total prodvction.

The ASPPA iz the world's largest ¢il customer and should
assume a position as such in industry's marketing plans.,

We ask that you include us I your planning, as you do your
regular‘cuétomers.

" Apother issﬁé, which ;s'nof dirécgly related to pro-
curement, is the shortage Qf military stores. We havoe
received many complaints fromindustry.in connectiou with
de1a§s in 1ifting product; that is, as it is made available
by.Fhe‘refiner.

Now,‘ASPPﬂ has been trying for the past few years to

keep pace with the militaryis great need for storage. As
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you can understand, this huge increase in demand for prodﬁét
is going to further increase a rough problem on the g torage
_Deeds, because we need storage in proportion to our product
need for opefating purposes. .Dut efforts have only been’
partially successful, and we are still in thg market for
several million barrels of storage. We are ftrying to leasge
storage. We wouldrlike to ‘have commerials build it for us
an& lease‘it, under service contracts,

The problem of 1ifting product is going to confront us
until.we succeed in meeting most of this storage deficit.
Plgése haér with ug if at fimes these delays in lifting
product do occur, because they will, |

This lack of storage not only cwxeates’ a difficult lift-
ing problem in so far as industry islconcerned, but it creates
one of the greatéét operating problems on resupﬁiy féced by
the military today.

To further accentuate this problem, we must schedule,with
the cooperation of the\Military'Sea Tfansportation Services,
the bigpest tanker fieet in‘tbelworld. To meet this commit—
.ment on time, we must have adequate stocke in storagé, As
it is, we must depend omn refiners ndt only to produce but
to ﬁtore much of thie product for us unfil shipment can be
made, |

I think you know that we are working from hand to mouth

on picking up your product as it i® ready and trying to .
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load it on to ships for overseas.

Well, in.the pagt, the petroleumindusiry has ceriainiy
met the éhallenge of Gupplﬁing the military forces, wkich
give us the assurance that the problems faciang us now will
he solved by the industry which you gentlemen represemﬁo
There is no doubt of the sincerity and patriotism of the
oil industry. It has heen displayed many times through the
voluntary cooperation énd outztanding team work that you have
shown with the Military Departmenti

.(Applause)

CHAIRMAN FOLLIS: Has anYonerany quezgtions to ask
Colonel Brown?

MR, HOLMAN: May I ask a couple of questions?

You say that your bombers, reciprocal engine, like B-29's
and so on, will eventually become transport planes and so on.
What is the potentiality or what is the posgibility oi those
planes using, say, a bundred octane rather than 150 or 1257

COLONEL BROWN: The B-29 does use 100, |

MR; HOLQAN: Well, as they are converted -~ ?

~ COLONEL BROWN: They will be used for air tankevs; not
for ffénsports but for air ténkers, you see, for air refuwliing,

MR, HOLMAN: Of course,ﬁas you know, 100 octane is much
eariexr to squeecze out than 150.and 145,

COLONEL BROWN: That is correct,

MR, HOLMAN: I w@nder if in that you bave taken your coun-
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version factor fully info consideration?

COLONEL BROWN:  You say: Have we taken the conmVersion
factor into considératibn? Vory definitely. In factl we
have gone quite a step here in the last few months, in trying

to conserve fuel, by even going down to 91-96, to use

.1n some aircraft wbich normally operate on 100-130, fo {ry to

conséfve alkylate, The Air Force is doing it right tch‘n.';-,n

MR, BLAUSTEIN: How do you conjecture how many yearu
there may be thig demand for the 150-1457
| COLOYMEL BROWN: As far as I can see now there will not
be a level-off on that‘déﬁand; that is, it will continue to
go up, until 1957 and possibly 1950.

CHATRMAN FOLLIS: Any otber question?

MR. BLAUSTEIN: May 1 ask another quegtion?

Would the decline set in them, or is that merely a level-
ing off at that date?

COLONEL BROWN: It appears at that date a slight decline
could.start;_ Itaﬁﬂﬂ be very slight, however, probably two
or three percenf gf something like that, Theq I think you
might find a downWardltr-end°

MR. BLAUSTEIN: A short declime beginning about when?

GENERAL JOHNSON: I probably should“ahéwef that quegtion.

1 have furnished the manufacturers of aviation gasoline &

detailed chbart showing our forecast of aviation gasoline require-

ment for the Department of-Dégense up through 1963, and anyone
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in industry interested in receiving that, if they will lei ug
know;sl ﬁill_see thét they get it.

MR, MAJEWSKI: The Colonel said they need two million
more barrels of storage. One way of getting that stornge;
lColonel, i= fo make those leases for longer periods fhun one
year. That is a'pretty gshort pay-out on tankers.

is there any opportunity to get a faster pay-out than
a year lease?

COLONEL BROWN: You sre so right. In fact, we c¢an not
deal heyond agyear, becauée ﬁé deal with one year's fuade.
That has been one of the biggest bugaboos in dealing with
the military for a long time, as you know. What we have done
in a-lof of cases, though, is to ofier a heavier gervice
charge for the first year, and then taking renewal optibns
for the mext yeér at lower prices. So if we do not reaew,
the builder of the storage will not logse very much, actually.
He has almost got his storage paid for. Butthen it is to
our advantage to take up our options for the following years
in order‘for ugs to come out at a decent aﬁerage on the cnsté°
That is the way we'are doing it now, |

MR. MAJEWSKI: You won't get many tanks:built on thaf
kind of bagis, if my arithmetic adds up. |

ObLDNEL BROWN: Well, actually, we are getting them
built., Our problem again is steel. We have a couple of

million barrely right now that people are ready ito build.
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They have even gone so far as fo have ldcations, and ﬂ6
fbrth; and tﬁey canét gei the steel {o build. So ws are
running into that type of problem.

‘_DRU WILSON: What areas are you particularly into res ted
in? Whet part of the country?

COLONEL BROWN: Well, coast-wise,generally.

DR. WILSON: Gulf or East Coast?

COLONEL BROWN: Gulf or East or West Coast, yes.

MR. JACOBSEN: The Colonel and the General mentioned
there would be a dec¢line in aviation gasoline consump: ion
after 1957 I woid like to mention that there will bo a
COrreSponding increase in.the consumption of civilian gaso-
line, and the'aum of the two gives a fairly constent pre-
diction of consumption, which wi;i be shown inlthe 1atér chart
today;

COLONEL BROWN: That is right. Ve have the civilian
commefqial airiines fo consider on their increases.

CHAIRMAN FOLLIS: Mr. Duke?

MR. DUET: Colonel, you Epeak of not having the abilmty
to make more than a ogne-year contract.r But how is it;for
lpgtance, that the MSTS bag a revolving fund that entitles
them, for instance, to make fiﬁe yehr contracts aond take
_that not out of their year to year budget -~
| COLONEL EBROWN: That was a special act of the Congress.

MR. DUKE: It dPes not apply to you people?
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COLONEL, BROWN: It does not apply to ocur budget.

. CHAIRMAN FOLLIS: 'Now, gentlemen,we have a very seriéus
aubjeﬁt'that we wbuld like to bring oﬁt, and.that is the
budget. |

Mr, Brown, would you outline the budget?

|  BUDGET |

"MRD JAMES BROWN: In preparing for this serious subject,
I went over the details with Mr. Hallanan before be had his
accident; and hé felt that we should limit our budget this
yéar through the amount which we had reguested lagt year, and
that is $65,0000. |

As I reported earlier,we didn't live on that amount
lagt géarn There were & few extraordinary items that ppped
up af;er you épprovéd oﬂ.that'amount last year, We are not
: confemplating;that those.things may_?eﬁur“ 1f they do, how-
~.ever,.we will do our ﬁesf to meet them, asgwe'did lagti year.

So I ask for your abprdval of a budget for the year 1953
in the amount'_og.$85,oqo.- | |

IDu;y.movpé apd séconded.)

MR, JACOBSEN: Mr. Chairman 1 thirkwe are all pretty well
satisfiad and convinced that tﬁe Nationaifﬁetfdleum Council
a8 an institution is'expected t§ contiﬁﬁe.

I em wc dering if we bave mny official assurance in that
regard?

CHAIRM . FOLLIS: Well 1 don't suppose we have official
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agsurance. I thikn we have very pear it. But yvour pbint
is th;t perhaps we shouldhold off approving the bﬁdget until
we have a little firmer ground?

MR. JACOBSEN: Well, I don't necessarily feel that way,
no, sir. I just was raising the question, because I know
there wag a lot of interest in the group, and speculakion,
and this was a liftle fishing éxpedition fo gee if I could
get thém the information.

(Laughter)

CHAIRMAN FOLLIS: I xeally believe that we would not
he taking too mucﬁ risk to approve this budget.

Would you like fo move approval?

MRQIMAJEWSKI: I would like to move approval; hecause
if we are disbanded it ig always nice to get a refund check.

(Motion duly seéonded.)

CHAIRMAN FOLLIS: The motion was made and seconded.

All those in favor, say "Aye".

(General Resbonse: "Aye.")

CHAIRMAN FOLLIS: Contrary?

(No response)

CHALRMAN FOLLIS: One other item here that the secretary
points out that I overlooked., That is approval of the minutes
Qf the last meeting. |

You have all received copies. May wé bave a motion to

approve those minutes?




MR, DUKE: 1 so move,

(Motion was duly seconded.)

CHAIRMAN FOLLIS: It is moved and seconded.

A1l in favor may "Aye."

(Unanimously carried.)

CHATIRMAN FOLLIS: Now, gentlemen, it 1s a quarter of
twelve.

Wwe have completed our agenda with the exception of Mr,
Warrenfa report. And I would suggest that we adjourn unfil
half past one.

MR, MAJEWSKI: I wmove recessing until ome-third.

(Motion was duly smeconded.)

CHAIRMAN FOLLIS: It is moved and ceconded.

All in favor?

{(Unaninously carried.j

CHA IRMAN FOLLIS§ S0 ordered.

{(Whereupon, at 11:45 o'clock a, m.; a recess

was taken until 1:30 o’clock p.m.,this same day.)




AFTERNOON SESSION
‘ (The meeting was réconvened at 1:30 p.m.)
CHAIﬂMAN FOLLIS; Gentlemen, the meéting will come €0
order. | |
/’51 | \x/f”: héve the pleasufe of being able to introduce the‘new
Secretary of the Interior, the Honorable Douglas McKay.
As nuch as wé all wigh thét Walter Hallanan were here,
and ags nmuch as I know he deeply régrets not being here, I
must sSay I take some pleasufe in this opportunity. Although
we can't claim Dbuglas McKay as a Califormian, we do the next
beat thing; we claim him as a léading citizen of the Pacific
Coastf |
t{ The Secretgry bas not only been Governor of Oregon during
tvo terms, but in addition to that has been, for many years,
a aucceséful bhusiness man. He talks our language,

“;Mrn Secretary, this Council was organized in 1946 to
provide a méans of.maintaining consultation and advice hetween
the ci. industry and thé governmént; and Y think in that it
has achieved a remarkable succesg, in a senaé that it has
ploneered the highest typé of relationship between govern-
ment and private business. |

L;During those years, st no time hes the Government
gtepped beyond the relatioﬁship of looking fo this Council

for counsel and advice, and at the same time the Council has

sincérely and sirongly carried forth its duties abd obiigations
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to advise the Govermment. That is demonstrated mot only by
the willingness of some hundred men from the four coraers
of the country to come to these meetings at the ﬁall of the
Chairman, at the call of the Secretarﬁ ofthe Interior, but
also by ithe work of the subcommittees of this Council. These
subcommittees have handled many problems. They have been
organized #rom literally bundreds of key men in the iandustry,
who have given their time and bhave devéIOped the problems that
have been passeﬁ to them by Government. Those problems have
been complex and havé involved tens of thousands, perhaps
bundreds of thousands, of man hours of work, and I have never
heafd at any time even a quesfion ag to the load of work, the
time fbat would be required, or the effort that would be put
out to do the job and do it to the best of the abillity of
the members of the industry. |

Y But I think the most important aspect of this Council
has beenthe attitude-that the members have shown in their

sense of civic responsibility to this Government. This has

never been in any remote sense a pressure group, nor has it

even heen an indugtiry group in a narrow.sense. it has heen
ver& definifely and very really a group of citizens who,
because they are familiar with acertain phase of the economy, .
have been able to advis: their Government, as citizens in

the broadest gsense. And, Mr, Secretary, this Council looks

forward with enthusiasm to the.opportunity that they will
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“have to gerve you aund to serve your associates and advise
you and your asgociates in any problems that you may wigh to
call on us for.
W Gentlemen, I present Mr. Douglas McKEay, the Secretary of
the InteriO{;;L' |
{standing applause)
/?//ﬁ%MARKS OF THE HONORABLE DOUGLAS McKAY,
/6, SECRETARY OF THE INTERIOR
» SECRETARY McKAY: Mr. Follis and gentlemen: Thank you
for that,very cordial introducfion. And just for your
1nformation, Mr, Follis, my neighbor to the South, both of .
my grandfathera and one of my great—grandfathers and a
grandfaither were all down in Calitornia in lo49 looking for
gold. And the situation was just the same as it is today.
It i3 vastly over—réted& |

rehaughder)

* They didn’t find an ounce, So they ceme back to Oregon,
for whicﬁ I have: .alwayy been thankful, éﬁd settled down,
They died poof there also. But 1f you are going to. die
poor, it is much more delighfful to die up in ﬁur wonderful
climate, and where they ulwayé have a good burial ground for
youlr |

‘1 am véry happy to be with you today. I have only heen
on this job a litfle over thirty days, so I don“% knov all

the answers. But I must say Ed Warren has been giving ne
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a liberal education. Every time X iook up, he is in my
hair.
fT trd j— .

H You are a good salesman, Fellow,

L{Of course, I have always sald that about the 0il com~
panies. As to educating the youngsters; I thimk the best job
isme in a Standard 01l service station, but s—"Don’ t stay
too lbngu? The bagis of all busgilness expevience is deliver-
Ving papers or serxrving in a Standard 011 station. They are
the roughest.

{{ But I have heen very 1hterested in this program. Under
the tutelége of Ed Warren, I have learned a 1little bit about
, 1‘.1:__n 1 am very bappy to endorse such a program.

lA-Tﬁe President, yesterday morning, at.a meating [ attend-
aed of peoﬁle interested in soll conservatior and conservation‘
generally'over in his office, at nine o‘ciockE made this
statement, which I think was very significant:

w ‘If.l could express the theory of our type of
Government in one word, that one word would ke ‘go-
operation’ @

I thpught that was a good statement, I had never heard him
say.that before. Because fhe time has come today, in these
qritical times paxticularly, when we need:cooﬁeration hetwsoen
ﬁeoplp. | |

“Now, we have no class distinction in Aperica, but we have
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developed prefsure groups. I happen to be an automobilse
dealer. I pay my dues fo the NADa, just ag you fellows'pay
your dues to your 6rganization, to the United States Chamber
of Commerce, and all the rest. And wa get to he largely
pressure groups. But in this case, where the industry sends
in people as advigers to the Government in the technical
branches, I think if iz a wonderful thing.

\" As an sutomobile dealer, I have had my arm twisted by

my boss, the General Sales Manager, to helong to the Army
Ordnance Corps, I was in the Infantry. I never had any use
for the drdnance,_becauae they never had the shells there
when we needed them. But for the lasi ten or twelve years,
we have been just browbeatén_into paying our dues. And it was
a4 good deal, because in the present setéup of national defense,
wen we become mechanized and everything depends on petroleun
and internal comhustion motors, and now jets, it is highly
cooperative, and we must have fhe cooperation of industry,
because the Army can’t necegsarily know all there ié to know
about manufacturing.

lLSo I think that was & good thing, as fgr as the automotive
industry goes, to have cooperation witbin the Arﬁy Ordpunce
Corps and the automobile business. And now, of CBurée,every-
thing depends upon petroleum.

U\ Ok, here ig the briéht young man, sitting right down

. here. Y bave listened to bhim, too. They took me down vhen I
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first got here, one night. I was sleepy, but I gtayed awake,
and it wag very interesting the things they told me about
the petroleum of the world. It wag off tbe record, so I
won®’t repeat anything. Don'f get nervous.

t{ But I say again I welcome the cvportunify to participate
in any meeting. I am golng to leave, so you can do your
business, But if there is anything at all the Secretary of
the Interior @n do for this organization, I shall be most
happy to do it. Because I think the whele future of the
country depends upon, as éhe Pregident so aptly put it the

S )
other day, cooperation among our people.'

*LTi . _ . j‘;’p’
——-—-—"-_—

(Standing applause)

CHAIRMAN FOLLIS: We now have the program of_the PAD,
which will ke presented by Mr. Warren. We are going to ask
Mr. Warren to take over and present his program, and any
witnegges or representatives that he would like to have come
T On, Ed?

ﬁmn;s—en«l ED WARREN, It-INFROBUCING
¥ A st AT
PETROLEUMiﬁDMINISTRAT N FOR DEFENSE PERSONNMNEL.
AL
Iri" MR% ARREN'® “In presenting the PAD's report to you today,
I kpow that the thing that is uppermost in most of your minds
ig, "What 1z the future of PAD?" 1 think you can unders tand,

from what was said by Ralph Trigg and also General Johnson,

that there ig considerable concern in Government about the
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futu:é C{f PAD.

We do know that we now have, as an administrative policy,
a return of most of the vital functions from a control situa-
tion to one of enterprise.

PAD, even before the steel strike, had a decontrol
dommittee that worked on the posgibilities of decontrolling
materials. When the steel @trike came on, why, we had to
walt, and it was December again before we reinstituted the
functions of that committes,

When Fowler, Henry Fowler, was head of ODM, he also
had a committee on decontrols, and our advice to him then was:
1f other defense-supporting industries were not given special
praference, we felt the petroleum industry,wifh the increase
in materials supplies, could, with a few exceptions, like
bigh quality plate, go ahead and compete and get along on its
expansion programs without the need of controls.

~On the matter of prices, we have had a policy here-thét
we only entered into price problems when they wefe.immediate
and far-reaching and had a direct relation to supplies. How~
ever, when it was announceq that the law would expire on
April 30th, and in view of the fact that in Califormia and
also in the Penn Grade area, there were some pending appli-
cations on which werhad been agked to make recommendations,
we did wrife to Arthur Fleming, the new Acting Director of

ODM, and gave our expressgions on that,
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'" 1 hope, in thi; period of adjuétments and transitions
from é controlled'economy to an economy of free enterprise,
that the industry will show some restraints in some of the
areas'that should get us over this hump. I am speaking of
oil country tubuliar goods.as one of them., I hope it will pot
be the practice to go ocut and refill inventories-too fast,
so that this transition won‘i be a shock and will be taken
‘care of gradually.

U 1 think also in areas of shori supply there ought to be
consideraﬁion given to the effect on fhe over-all programnm.
I:think it was brought out by Mr. Trigg thisrmorning that
there 1is concern at top levels about what the bhazard in
dropping controls on this would be, and the impact it might
have on the general eccnomy. So if the industry generally
will consider those things before making changes, or drastic
changes, I think it would maybe help prevent getting back .
intﬁ the situation we just go out of.,

”Now, there is one other general cover-all administration
policy that I think it is very important to have as regards
petroleum, and I think General Johanson brought it out. There
ig not goimg to be any slackening of the national deiense
effort. The bazards of war are probakly just as strong
right now as they were when Korea came in. And President
Eisenhpwer has made statewents along that lipe, it will bte

a matter of methods, and the wechanisms that are needed o
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get the wmunitions of war to kgep the defensé effort at a
high level.

! There isn't any final determination, as brought out by
Ralph Trigg, on just what will be done, by materials. That
will be settled by Congress and prohably by thé Admihistra?zion°
President Eisenhower said that critical materials for the
military and tbe Atomic Energy Commission programs will still
be under control, and fthere are still some other areas that
might be considered.

Befove 1 pass any furthe; I want to say that my term of
office here would normally close on the first of June., And I
am not in this thing for a career, 1 expect to get out. And
in counection with what I say next, I would like to have you
bear that in mind.

(/1{ does meem clear to me, with this high level of
defense preparedness that is going on, that petroleum i=
going to be very,very important in that picture, and I think
that there is going to have to be some type of liaison organi-
Zation, and maybe some to take care of some of the criticai
problemé, until they get out of the way.

/{ T am certain of thizg: With the product demsnds that are
thrown by the military on the industry, there-has got to be
cdoperation, as brought out by Secretaéy McKay, to take care
of some of those johs. We have had mény of them in the last

year. It has been a revelation to me, There have heen
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problems‘on jet fuels? and problems on av~-gas, vhere we have
gone divectly to people in the industr&, and they have taken
care of the prOblems without the necegsity of our usging
directive powers. I wanted to point that out, that since
we are changing the economy here; the respounsihility of
petroleum in the defense effort won‘t slacken any. And I
think from that standpoint the National Petroleum Council
bécomes far more important than it was in the period affer
World ﬁar II. I think you will probahly be having studies
to make along that line.

2 plso, if PAD should go out, or be limited to specific
problems, at the time of June 30th, we 6ught to have another
body like the Military Petroleum Advisory Board, with techno-
logigts that can bandle these special problems on product
gpecifications and war planning, that will be necessary. In
event of a war, it is also, I think, of c¢ritical impoxtance
that they should be ready to move in an organization like PAD
or PAW to take care of that chore of petroleum mobilization
in case of all-gut war, |

‘So we are not at thig time able to tell you specifically
what we think ought to be donein the way of anm organization.
The PAD organization a year ago had 338 people. We have cut
down now to a little less than 200, and we are continually
making gtudies of the necessity of the people that are in the

organization and the johs that they per form and will continue
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to make those curtailments right up until the time that the
Defenég Act pas#es out of tﬁe picture, or as modified,
( depending on the will of Congress.
o We hav76n1y got two orders on the books, PAD orders
No. 3 and 4, and both of them pertain to aviation gasoline.
On March lst, PAD Order No. 2, a resgiriction order on natural
gas, was rescinded, and all the other orders on natural gas
rﬁave been taken out just as soon . aa the ﬁeed for them had
pasged.

Qin introducing to you staff members, each one of them
wili talk somewhat along the line of specific problems we
think would be important and interesting foryou to hear.One
of them is the matter of legislation, and I am going io ask
Bill Siﬁon to tell you what the proposals on legislation are.
ﬁany of you know what_those are, hut I thought mﬂybé a brief
suminar_v on that ﬁould ke of help;/ | ’

3 Mr. Simon?

T

RESUME OF DEFENSE BILLS
_ WILLIAM SIMON, ASSISTANT DEPUTY ADMINISTRATOR
AND GENERAL COUNSEL, P,A.D.
MR. SIMON: Mr. Chairman, members of fhe Council, guestis:
( These remarks should be prefaced by the phrase "As Mr. Trigg
gsaid this morning."
At the last meeting of the Council, I discussed what

then appeared to be the future prospects of legislation,
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' conéerning wage, price, and material controls. Doing sé
todéy ie perhaps a more difficult task, because the intérval
of time that has elapsed, and the closeness to the approach-
ing terminal date o;?:resent legislation, would indicate that
we should be able to make a more definite prognostication at
this time than was possible last December. But the fact is
that the planning for future legislation dealing with these
controls has not yet crystallized.

While I do not believe that anyone yet knows what form
guch legislation will take, we can isolate the factors that
are reagsonably certain from thosequestions that are atill
wholly undetermined,

Exisfing statutory authority to control wages and
prices expires on April 30th. Prices'for most conmodities
and for all wages have already been decontrolled, It is not
likely that any legislation dealing with controls will be
passed by the Congress prior to April 30th;-

Therefore, on May 1, there will_in all probabiii¥f”be no
gtatutory authérity for ﬁontrolé'over Prices or wages,
It .is doubtful Qhether the Congress will pass any legisla-

: ]
tion in the period after April 30, and before itg adjourn~

menta‘authoxizing the reimposition of controls over wages
and prices. However, thig wil} probably depend at leasgt
to some extent on what happens to the price structure of the

economy in the next sixty to ninety days.
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‘Two leglslative proposéls for wage and price c0ntfois
are ﬁow.pending before the Congresé. Senator Capehart,
Chairman of the Committee .on Banking and Currency, which
bandles all such legislation, bas introduced a bill which
would pérmit coﬁtrols after July 1,1953, on materials, wages,
and p:ices, but only after_fhe President hgd consulted with
a national advisory committee, to be appointed for that
purpoge, and consisting of business men, farmers, labor
leaders, and representatives of the public.

The President would not be required to follow their
advice, but he could not impose those controls, in the absence
of war, without prior consultaetion with that council, and
8 publication byhim of a.statement of his reasons for imposing
controls;

There is no substantial support-iﬁ the legislature for

~that propoéal, and the administration has not indicated that

it will support t(he proposal,

The second legislafivm proposal, also introduced by
Senator Capebart in the Senate, with a somewhat similar
proposaiiﬁving been intreoduced in the House hy Congressman
Moulder, would give the ?res:dent-authority to impose a
hinetyfdgy freeze of wages and prices if, in bis judgment,
economic¢ conditions required that actioh. The théory'héhind
this propomal is that it might be utilized by the President

to stop 8 run-away inflation, until such time as the Congress
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could enact appropriate legislation to deal witﬁ the problem.
| | The objection currently made to standby controls 1is
_that it is not now posaible to legislate for an emergency
that may oceur only at an unknown future date firom economic
cauges that cannot now be antiéipated°

| The theory of the ninety-day freeze proposal is to permit
the President to halt inflation, caused by some unknown
emergency, hut only for so long as would be required for the
Congress to pass legislation to appropriately deal with the
specific problens, it is contemplated that Congress would
then pass, within the 90-day pertiod, legislation tailored

to fit the precise needs of that then existing emergency.

In the absence of a marked increase in price levels
during the next few montbe, I believe that the only legisla-
tion dealing with wage or price controls that the Congress is
apt to pass this year, im that giving the President authofity
to impose a ninety-day freeze over wages and prices if, in |
his opinion, @ national emergency requires such action,

Such legislation will probably require an across-the-
board freeze of prices and wages at their them current levels,
with perhaps authority to the President to exempt specific
commodities if he finds that the application of.controls to
those commodities would create or accentuate shortages and
tbereby adversely affect the nafional ecoromy .

There is, however, substantial opposition even to this
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limited type of statufory authority.

With regpect to controle over materials, the situation
appears to be equally uncertain, Present statutory authority
to allocate materials expires Jume 30, It appears gquite
cartain tﬁat the present controlled materials prlan, under

: which_steel,‘copper, and aluminum bave been allocated, will
expiré on June 30, even though legislation is passed before
that time extending the authority to allocate materials.

In his State of the Union Message, President Eisenhover
gaid that it would be neceggary to continue prilorities for
direct military and AECpuchaaes'of materials. VI think it is
safe to assume that legislation will be pagssed this year that
at a miﬁi;um will authorize the President to grant priorities
for materials for directmilitary and AEC needs.
| Furthermore, it is urged by many that it will be neces-

safy.fo grant spot asgistance. to gelected conatruction projects
that are fpuﬁd to be essential to the mqhiiization program.

?oréxample,;a new‘atomic energy facility may be dependent
upon electric power from a privately own;d utility in the
ﬁrocess of congtruction. The completidh'of the utility power
plant-ﬁould be aa important to the defense program as the
cons truction of the atomic energy plant itself. There may be
aklylation facility conmetruction projects‘ ossential to the
mqbiilzation program that might also require priorities

agsistance to igsure their completion.
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Speaking only for myself, there seems to me to be'bu&:
relatively iittle current need for the use of prioritieé
assietance beyond those areas after June 30. But J hasteﬂ to
add that it may well be, a® others vigorously assert, that
- certain critical materials, such as nickel, are so scarce
that they myst continue to be allocated. It is even argued
by some that there may be defengse-supporting industries that
are so important to the defense program that materials should

continue to he allocated to those industries across the board.

The adoption of this course of action, however, would lead
to many difficulties, for each of the many, many defense
gupporting industries would no dqubt claim tobe as important
to the defenge program as ahy other industry.

These decisions have not as yet been made.

A strong argument c#n be made for the view that Title I
of the Defepse Production Act shold be extended in its present
form. Tifle-l of the present Act contains two very short
paragraphs; giv;ng the President virtually unlimited authority
to grant priorities and to allocate materisls to the extent
he deems itappropriate for national security. It 19 possible
that this broad authority to ;he_President to allocate
materials is appropriate and will be extended by the Congress;
but this can ou1§ ke bhecause it is not otherwise possihble
to spell out 1u‘1egislation all of the critical bottlenecké

concerning materials that may have to be broken during the




60

next yeaf in the interest of the mobilization program. And
guch broad legislation should, and no doubt will, be acconm-
paniad by agsurances to the Congreés, in public heérings,
from the administrators charged with carrying out the mobili-
zation program, that this power will not{ be used exdept in
limited and essential areas, and that full scale allocation
of materials will not be reimposed on the indusirial econonmy
in the absence of a substantial acceleration in the mobiliza-
tion program,

In summary, whlle it is not possible to forecast with
any degree of certainty the form which defensec legislation
may take in 1953, it geems reasonably certain that authority
to grant priorities and t6 allocate materials will be given
to the Presidept by the Cohgress in some form and to sonme
extont. 8inceo Defense Mobilication legislation will no
doubt Jjbe enacéed this year, it-is not unlikely that it may
contaiﬁ provisions-: providing the framework for skeleton
defense agencies,

Furthermore, it is probable, but not so likely,that
legizlation will be enacted this year authorizing the Presi-
- &ent td freeze prices and wages for ninety days, across the
‘board, and with only limited exégptions, whenever he determines
such action necesgary to halt inflafion, and in order to give
C&ngreas the authority to pass @pecific suitable 1egislationu'

While any wage or price control legislation is still

y
l
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wncertain, I thimkthat if such legiglation is pas&ed,.it
will contain ﬁblnuthority heyond the ninsty-day freaze,

Thank you.

{Applause}

MR, MAJEWSKI: Mr. Chailrman and Mr, Warren, can [ interw-
-rupt for just aminute the regular zequence hexre? |

The Secretary of the Infterior is a fast worker, and 1
would like to haveyou convey my sentiments to him. 'I was
going to do it persohally, but I never gaw such fobtwork,'ﬂe
ig a grand fellow, but 1 Waé going to exchange a few jideas with
hir on hehalf of the small busiunéss man in the Council that
does bis part in the défense‘effortﬂ Apd theat is the only
reason.we are here, legally.

I wonlid 1ike to have you, Ed, take. to him a message
from‘the smaller intereste represented in the oil industrﬁ,
and 1 spoke to guite a number ﬁf‘them at lunch today, that
we are grateful that this‘ﬁill continue thia effort on {he
part of the large and the small in the oil industry, in the
interésf of nationil defenze, ag the National Petroleum
Council. I hope ydu do convey that to bim, because we wsnted,
eome of uz, to teli him that'today, very brieflly.

And then point out this to him. You can't do it with
aﬁch a fast mdvement;_not aven the ocld curmgdgeoﬁ could

abgork as fast. Today there were two reports in that synthetic

fuel production costs report, That is the result of the
: i
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utilization of a tremendous manpower and intelligence or
brain resource, not anywhere else available in the wor ld
legally except through an effort such as this one, I do hope
that that is called to his attention snd that he reads the
gummary conclugsions and is guided by them.

Also; I want to mention at this time something else
about the repﬁrt. Very informal it was; ; wish 1t‘was a
little longer. I would say it was comments on indﬁétry
expanaion of_refining dapacity. I think that bhas to_be g;ven
more study, Mr, Warren. I am getting formal now, becsuse I
am about to make a request.

(Laughter)

It ig fine to pat ogrselva_oﬂ the back, torcréate this
tremendous reserve of producing capacity, réfining capacity,
transportation, all in the interest of national_defense.

It is fine to have a study on submerged lands productive
capacity. Those are all good, for everybody in the inéustry
and for the people of the cbuntry.
I think it is now high time to have a gtudy in the
~ interest of nattoqai‘detense‘on bow prﬁperly to ﬁtilize-
.econbmically and efficiently this reéerve that webave creded,
with our money, not with Government money but with our money,
that is about to engulf us.
Now, when I get heated up like this, Mrx. Warren, I am

serioué, tecause in my part of the country there are a lot of
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people that wiil be uneble to continue to support‘the

defenée effort.because this reserve capacity that has beep
created is eating us up. The natural and normal and economic
regult in the oil busiﬁess bas always been that when yoﬁ
create this reserve capacify it i3 uged, and it is uséd waste-
fxily, harﬁfully, and against the national interest.

So, in the absence of the Secretary, would you mind
taking to bim a suggestion that he ask the Agenda Committee
of the Council to study the effect of thils reserve capacity
and itg utilization, wastefully and béyond defense needs ,
to threateﬁ,to'engulf if not all of the ail industry in the
United 8tates certainly inhortant geopgraphic gsegments thergof?
and I would like to have you -~ this is from the fleoor, as
one of the mémbers of the Council -- ask him that he inquire
for a study group to see what happens, gow that we have
created this reserve capacity in the interest of natiopal
defense., I can wmee that.tbere ia only detriment and bharm,

ill effect, to the national defenge effort, thet is going to
cone forth from the kind of use we are making o£ thizs so-
célled reserva cgapacity.

| CHAIRMAN FOLLIS: You are making that os a suggestion?

MR. MAJEWSKI: Yes, gir., I can't make it aé_a motion.

I think ¥r. Warren ought to cbnvey that, I think there afe'a
lot of people bere, who, if they would expréss themseivea,

would gecond the motion, But J think that ie something for




them to cogitate on. And I think it should come from there,

g0 that our Agenda Committee can properly siudy the subject.
I want to do this legally, like these other reports fhat

are of such tremendous value, I think vou oughf to know

whetherlthis machine is a juggernaut or a Frankenstein's

: monsterfthat will hurt the defense effort in the long run,

MR. RUSSELL B. BROWN: If I could make a motion legally,

I would do 2o, i
CHAIRMAN FOLLIS: You can nof make a motion; but you can
make a suggestion; |
| MR; MAJEWSKI: Thank you for letting me make a suggestion.
I will try and stay witbin the bounds,

MR. WARREN: 1 will pass that on to Secretary McKay,
Barney.

I want to introduce now Mr. C. E. Davis, Assoclate
Deputy Adwministrator, . who is‘going to talk about some of
the specific problems that we have in our PAD setuﬁ. Mr .
Davis? | | |

CURRENT PROBLEMS AFFECTING PAD ORGANIZATION AND

RESPONSIBILITY -- C. E, DAVIS, ASSOCIATE DEPUTY
ADMINISTRATOR,P.4.D.

MR, DAVIS: Mr. Chairman, members of the Council, Senator

Majewski: Your Chairman has referred to public servants on

this program as witnegsea. Well, people as clogse ag we are

to Capitol Hill are somewhat allergic to that term "witnedses.”




But whether I am a witness or not, it is still apparent to you,
from the discussion that hag already preceded, thai under
conditions as they are now,-being a witness for or against

is a very difficult decision to make.

I would 1ike to talk.briefly about somé of the problems
that we think confront PAD ir the event of a disgsolution of
the organization.

Before I start on that, I would like to revert to the very
kind remarks of General Johnson and Colonel Brown thiz morning
about the place that PAD has played in the reiatiouship with
the Military departmentis of Government;.and at the risk of
being accused of starting a mutual admiratioh societf, 1 would
l1ike to say, on behalf of PAD, that without the close co-
operation and undergtanding that exists bhetween the Munitions
Board and it3 various segments and the Petroleum sdministration
for Defense, our job would be absoiutely impossibie; And‘l
Athiﬁk 1 can say_without gontradiction that our ra;ationa have
heen'an exanple for interdepartmental relations inl_Washington
1in g0 far as the Petroleum Adminiatratioﬁ is concefned, a good
example,

We don't know yet, as you bave beard, what is going to
happeﬁ to us. We don't koow whethef wo will ghrink or not
sbrink. We don't know whether we will digsolve or not
digssolve. And there is no magic in the calendardate of

June 30th ag to the operationg of some of the important things

L
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that PAD has been wrestling with,

I know mogt of you have, in the lésf fewweeks, as
menbers of the Council, been thinking about PAD and its place
in the scheme of things and what its future is likely to be,
the same as we have.

I thought it might he helpful, to clarify your thinking
as woll as ours, without attempting to define what dcisions
will eventually be made, if I point out a few of the principal
,subjec*a, where June 30th ig of no gignificance,

You have already beard about the first one, and undoubted-
ly the .most imbortant from the standpoint of the ovef-all
mobilization effort, and that is the shortage of aviation
gasoline. Y won't dwell on the aviation gasoline position,
beqause Mr. Jackson is going fto cover that in a little more
detail later this afternoom, But there is a necessity to
-increage aviation gasoline manufacture, marginelly and wherever
poesible, over the next‘tWO years, That problem i3 going
to be with us for some time. And what happéus’to_the
Defense Prﬁduetion Act, or materiale controls, has absolute1§
no bearing on the productive capscity and the availability
of military aviation gasoline,

" In connection with legimlation, however, we have these
two particular orders, PAD Order No. 3, and PAD Order No. 4,
which are issued on the‘basis of‘the Defensge Production Act

authorities granted to  the Petroleum Administration,
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Thoge two orders bhave been oxtremely important in obtain-
ing the production of “aﬂiation gasoline that we have gotten.
PAD OrderrNo. 3 we congervatively estimate ls acdountéd forx
approximately 5,009_banrela a day of production which would
not have otherwise‘been nade, P5AD Order No. 4, which, as you
recall, limits the T,E.L. content of commercial aviation
gasoline to 4 cc’g, accounts for approximﬁtely 7200 barrels.

a day. Well, that 12,000 harrels a day is a very subgtantial
figufe in our production program, Without defense legisla-
tion tharé is no authority for those orders. We would, of
course, have to find some alternaiive moans of maintaining
that productibn, which may or may not be possible to the
fullest extent of the available productibn.

We have élso, as a third point, a continued need for
further expansion of alkylation capacity. As you know, we
are short ofalkylation capacity to meet the requireméntS‘of
an all-out war, and_additioﬁ#lconstruction_is necessary it
we are to he prepared for that emeréency in ﬁviation production.

A fourth thing that will continue without_reépeétufo
June 30 .ig the detrminétion and costing of increﬁéntal
production of #viation gasoline; Now, approximately 55,000
barrels a‘day of aviation gasoline is manufactured hy various
alfernative incremental means of producing gesoline at higher
than normal cost. There is no reasopable likelihood of that

gasoline production continuing unless there is sone weans of
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directing it, organiziﬁg it, and cdsting it.

Five, the accelerated tax amortization program is nof
directly connected withﬁthe Defense Produciion Act, it'is a
part of the Treasury bills. It probably will be continued
ag an available tool for the further e;panéidh, necessary
expansion, of defense facilities. Provisions must be made
for the handling of that particular phagse of our business
after Jume 30th.

S8ix, provisioms for handling unezpected product shortages
that arise fromvarious causes, and which can not be anticipated,
We‘know from time to time, due to circumstances beyond our
control, a crigis is reached in a particular product for (he
military. We have had at least three in the last year, out-
gide of aviation gasoline. They will probabiy rigse from
time to time regardlesg of the general over-all position of
petroleum production, so that there will bave to be some
means of dealing with spot problems of shortages of petroleum
products that would, if not dealt with, cauge considerable
difficulty in the industry and reflect on the induatryfs
ability to meet the Government's mobilization needs.

Thé geventh item that you might give thought to is the
operation of voluntary agreements. You have heard General
Johnson say that their work is considerably handicapped by
the present status of suspengion of the voluntary agréement

in connection with foreigﬂ onerationa. There are other hieas
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where voluntary agreements have been used, although not
frequently used, Whefe they.have become hecessaryq it is
essentiél'tbat mechani=ms be available to deal with them.
Eight, if thereare sny types of material controls beygnd
atrict priorities for Military and Atomic Energy,rand the
go called area.of defense-supporting industries, there musi
bé gome provigion for providing that a reasonable and fair
share of whatever is in short supply is available for the

petroleum industry., We have said that if decontrol is

feasible and possible, the petroleum industry can take their

chances with all other industries. We have also said that

if there is going to be an encroachment on materials by

indus try generally in tbe category of defense-~supportiing

'indusyries, in all likelihood the petroleum indusfry will

have to be represented.
Now, there is a group of things which I have listed under
the ninth category, and that dealis with long-range planning

studé for emergency programs in case of war. We have in

PAD been making periodic studies of wartime supply and démand

under conditions that are ewtablished by discussions with
the military. There will be no change in that type of
réquigemgnﬁ,‘so long as we are in the present international
politicéi envirénment.

There are plans being made, of course, for war time

allogationof petroleum products, in order that there would he
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2 blueprint avallable so that the Petroleum Administration,
or whatever organizstion is doimg the job, can proceed on

short order with a distributicn of short petroleum supplies

for civilian use. Thoge plans are not completed and probably

will be continueduntil completion, hecause of the need for
that type of progran.

Various agenciés in Washington are concerned with the
problem of facility éagu;ity, and plapns are under way to deal
with-the valuation of exigting facilities from the standpoint
of their priocity 1ﬁ the‘defense picture, and plang are aluo

being made for rebabilitstion of facilities in case of attack.

.Those plans will continue, and undoubtediy petroléum will bhe

. vital in the final program for that type of security.

Another item in the gereral planning'stage ig that of
programg for th most effective ugse of the capacity of the
industry; and that applies partiéularly to pipe lines and
refinefies, where, in case of an all-out emergency, there
should be ceftain plants that would reckon with the possibility
of additional transportastion being required for the Eagst

Coagt and additional refining capacity to be devoted to products

otber than those now produced in that capacity, changes in

operations that would meet the military requirement,
The lamt general heading would be to give conzideration

to the probability of a digperson of facilities‘that are now

carried out by the Petroleum Administration for Defense, in
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the event mobilization continues and we are not availahle as
an organization to deal with thess various problems which
do nd recognize a calendar date.

One'of fhe very‘earliest and most important prohlems in
the formation of PAD wa® Lo establish its independent cate-
géry, its vertical type of organization. It would not také
very much misuse or fﬁilure to recdgnize that importance for
these various things to find their way into various other
pPlaces .in Washington;:whére they would be dealt with directiy'
by the pefroleumindustry and by other agencies.

That summarizes briefly sbme.of the important things,
ag I see it, that must be considered without regaxd to the
present stage of legislation or executive decision., These
proklems have nothing to do wifh,that; 1 think everybody
-éhould think about tﬁemu I am not advocating or suggesting
any particﬁlar-type of organization, I think in a number
of these things I have méntioned there are ways that they
could be successfﬁlly handled without PAD. Others ] see
no feﬁdy solution to in so far ee practicality and efflciency
are concefned.

I think (hat about concludes the remarks I wanted to‘make.
" If there ave any questions I would be glad to try to anewer

them.

MR. WARREN: Are there aﬁy ques tiong of Mr. Davis?

(Applause)
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- DR, WILSON: I would like to add a few worde‘about
one of the points that was mentioned by My, Davis, namely,
the desirability of dispersion, more dispersion than we:have
in the pefroleum industry. We hawa tendency to concentirate.
Yaican almogt élways figure that any given increment or
-refining capacity had better ke put aside, becauée you can
" always use something you already bave, Buf I think that has
. gone too far in our induatrji

.I happen to bhe a member of a special committee studying
hemispheric-defenae against the atomic bomb, and while most
of that I can't discuss, there are two or three things I can
gay,

Oue of them i=, simply, to support our present Preéident
agaihstlour former, there is no gquestiion but what the Soviets
have the atomic bomb and that they could do us tremendous
damage in thig country, and that the stomic bomb 13 a kigger
. bomb than it used to be,

I feol very definitely that the industry and other.
industry should take serioﬁsly this need for grester dispersion
in planning our new facilities. |

Now, we can’t pick up existing capacity and put it some-
where else., That is just too oxpensive, But when we considei
oxpansion, I do think that very, very serious consideration
éhould be given to putting it at different 1ocafions and away

from where present refinery congestion exists.
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MR. WARREN: Are there any furiher questions of HMr. Davig?

'ﬁs brought éut by Mr, Davis, we have had one ragpon-
sibility,and that is the review of projects for accelerated
tax amortizétion; Thege projects are approved, however, by
ODM, the Office of Defense Mobilization, which used to he
DPA . I thought it might be of interesi to you (o have Mr.
George Gibgon, whblis our Finance Counsellor, giveyou a
.ahort digcugsion of the siltuation on accelerated tax amortiza~
tion, |

Hr. Gibson?

ACCELERATED TAX AMORTIZATION
¥R GEORGE GIBSON, FINANCE COUNSELLURg{?}E-D{;

MR, GIBSON:"Mr. éﬁairmén; ﬁ&mbers 6f the dounéil, and
guesis: Accelerated tak amortization is onc of the few
jncentives that the Government bas given for expansion in
facilities., Az Dr. Wilson mentioned, itrwas the only imcen-
tive found necessary for the refinery expaﬁsipn.

YThe baéislfor accelerated ta#_amortization is notl tbhe
game ag the hagis for the various control lawé. Accelerated
tax aportization is permitted orlis made pogsible by Section1
216 ox the Bavenue Act’df 1¢ 80, which amends Section 124(35
of the 1ntérﬂél Revénue Code by permitting amortization
in GG montbs of the cost of an ewergenoy facilitj in lieu of
norinal depreciation rates., | |

“'Phat law does not have a fixed expiration date., In that
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| regspect, it is unlike the Defense Act, and it is also u&iike
.the Excees Profits Tax Act. The accelerated tax ambrfiéation,
therefore, can continue either until Congress repeals Sedtion
216 or until administrative or executive decision is made that
oo further expansion of faci}ities is needed.

¥ In some branches of industry, particularly some of the
chemical industries, the certifying authority has made that
decision, and no further certificates of necessity are being
given for the building of certaip chemical facilities. The
President could also state that the entire defense program
wag met, and terminate ail further granting of accelerated
amortization.

YHowever, until that date, we have a duty to perform in
acting as techﬁical advisers to the Office of Defense Mobili-
zation, which grants neceaﬁity certificatés giving accelerated
tax amortization.

i1 don't know bow long, and there is no indication of
how long, the action will continue. Coagﬁeﬂe~tua-nu¢—ttten
up—the HUbIeCt in thigSeEsiun. There has been criticisp
of accelerated tax amortization in past sessions, but there
also has been cohaiderable aupport, and Congress has not taken
the subject up yet and probably won't until it gets iunto the
details of the tax act,

“"The only change that has been made to date has been &

transfer of autbority from the DPA, which is now defunct, to
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the ODM. But this transfer was accompanied by a transfe?
of pefsonnel, g0 that policies and procedure remain exactiy
the séme as they bave been. Uﬁtil there is a change in é
either the law or the policy of the certifying authority,'
snd as long as we have the manpower avallable, we will act
ag technical advisers and make our reports and recommendations
on each application. |

' We algo are required by the ODM to make reports and
recommendations on amendmente to necessity certificates giving
accelerated tax amortization.

* These are quite important. There are two principal types.
One is8 the amendment of scope. A certificate of‘necessity
is valid only for the fécility desgcribed in the certificate,
and if the description is not correct, does not coincide with
the facility as ~actually built, the certificate is no good
whatover, Thérefore, if, in engineering and designing a
plant, a facility is buiilt whiéh does the same job as that
whiéh was ppoposéd, but ﬁhich can't be covered by the same
descriptiion, an amendment should bq‘requestedn |

‘' Phére also are requirements in the certificates as
granted for the start pf coustruction‘within 8 fixed time
of the granting of the certiiicate. The okject of that
requirement is to induce people to go mhead expeditiously.
However, if the requirement is not lived up to, anduif no

amendment is requested, the certificate again is void and;will
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grant accelerated amortization.,  Therefore, if, in the coursge
of engineering and huilding 3 plant, it wag fouﬁd that iﬁ can
not he started within the time limits, an amendment should be
requeaested,

' That is particularly important in the case of facilities
cogting over é'million dollars, where they require the gtart
of each gubstantial part of the facility. TUnder a million

~dollars, you can start any plant.

as far_aéﬁgﬁi?gzzzzz;a are concerned, the-petreideunm
programeg, all of our principal programs are still unfilled.

We are still asking for new capacity iwmwest—brenehoa in all

the branches _of the industry, for which accelerated tax

amortization has been granted in the past.

‘' We will continue to recommend accelerated tax amortization
for such project, as long as we have the authority, and 1§ﬁ
exists,

““As for the future, we believe that accélérated tax
amortization hau baen‘of great assgsietance in gecuring expansion;
but we belieave thatwhen the excess profits tax is dropped, a
great part of the need will be elimins ted for gpecial action,
such as accelerated tax amortization,

. This ié a personal opinion. It is my personﬁl opinion
that any further relief from the pregent rigid depreciation
rates sbould be obtained not by a special administrative action

guch ae accelereted tax amortization, dependent upon adminiptra—
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tive judgment and possihly discrimipatingbetiween one company
and another or one project and another, but rather through

"
general modifications of the Internal Revenue Act.

Thank you.

MR, \WARBEN: Are there any questiions of Mr. Gibson?

amortization, C s : M
tazats e W %

"1vuﬁ. G;ﬁEQN&J4é; granting certificates of accelerated tax
aportization, one of the criteria is dispersion. That cri-
terion enters only if the facility first{ coste more than a
million dollars or involves more than fifteen per cent of the
capacity of the industry, end also if it is & dispersable
facllity, in other words, not a pupe line or something that
can't be moved or is already digpersed. And also, it only
applies in the cases of new facilities., It does not apply in
the case of an addition to an existing'plant;

{t However, if a new facility is built which can be digpersed,
and whighis not part of an existing plant, ﬁhen the existing
rules and regulations permit demial of accelerated tax
amortization in facilities which are not digpersed, and they
#lso permit the giving of a bonus in the ahapafoi‘a higher
"percentage of tax amortization for a greater béfcentage of the

4
1
r.
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cost in faéilities which are dispersed. We have bLoth alterna-
tives. ‘\M

MR, BLAUSTEIN; You say the unit, though, has to repre-
sent 15 per cent of the capacity?

| MR, GIBSON: No, that is a million dol}ars or fifteen
per cent. The-petroleum industry is principally caught by
the million dollars, not the 15 pe£ cent. |

(Appiause)

MR, WARREN: Mr. Harris Bateman, Director of the
Materials Divigion. I have asked Mr. Batemen to review hrief-
ly some of the fhings with respect to the CMP plan. Mr.
‘Bateman?

OUTLINE OF MATERIALS SITUATION
HARRIS BATEMENT, DIRECTOR, MATERIALS
DIVISION, P.A.D,

MR. BATEMAN: Thank you, Mr. Warren.

Mr. Chairman, members of the Council, and visitors:
Ralph Trigg covered materiasl controls very thoroughly this
morning} I willduplicate some of hig remarks. There are other
pointaabout materials gsupply that may be of interest tb you,
which I will comment upon. | |

Ag all of‘you are aware, a start hes been made toward
the decontrol of materiais. Just how far controls will be
relaxed ig yot to be decided, but it is safe to say that

there will be enough controls retained to see that the mobili-
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zation program iz carried out .

Steps taken so far toward decontrol have been few. A
press release on Friday, the 13th of this month, from the
0ffice of Defense Mobilization, announced the immediate open-
ending of the Controlled Materials Plan, Orders to make
this effective bhave since been issued.

In definition, open-ending allows amyomne t6 buy without
allotment any materials produced ahove and heyond those needed
to satisty outstanding CMP tickets, and tb use these materisls
without restriction, In other words} if a manufacturer is
able to produce more of an item than he has CMP allotments
to cover, he is now free to sell thé excess to anyone he
chooses. However, very little additional material will be
made aveailshle to the pil industry by this relaxation,
Certainly, none of the short items, such as oil country
tubular goods, steél plats, and gstainless steel, yill'pe
available without tickets.

lThe February 13th annouqcement alwo frozevééébﬁd duartérm ;
sllotments at their present levels, except for the néeds of
the pefense pepartment and the Atoﬁic Energy Commissibn. |
Sacond quarter CMP allotments tﬁat have beenauthorized will
remain 1& £u11 force and effect. All basic rules and regu-
lations that support the Controlled Materials Plan remain

unchanged .

PAD will continue to accept PAD 26 applications for




newprcjects and will process PAD 15 applications for oil
country tubular goods needed on wildcatsx and for emergenciss,
the same as in the past.

we ére reviewing the regulstions that affect the oil
industry,and revising them to lighten the burden on opevetors
where this can b¢ done,

As @an example, operaiors need not file PAD 26 LT cppli-
cations for line pipe for the third quarter, Siwilarly . the
amount of information required op projects now submitt=d on
PAD 26 supplement forms has heen considerably reduced.

Another revisicn raises the dollar limit on purchwses
of machinery md equipment, so that fewer delivery orders neced
to be sent to PAD for approval, and no information copiss are
to he forwarded for lesger purchases.

What 1 have szid covers the period up to nert Jun: 30%h.
The big question is what will happen after thui date. Fof
. one thingb we know that advance allotwents in the thizd
quarter are heing studied by the 0ffice of Defense Mobiliza;
tion to determine which of them will cover scarce and criticail
items essentiai tn the national defense. When these have
Leen identified, it is expected that all other third quarvior
allotments will be cancelled. BSuch aciion is expected in the
next few weeks.

another thing we know ig that a materials allotment snd

priority planm, to be eiffective July ist, has heen drafied and
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is under discussion now, all along W?have been told that the
militéfy and Atomic Energy Commission direct programs wili he
revieﬁéd and determined at a level of demonstrated need, and
priority and allotment privileges extended, so that such
programg are insured, Ve know that nickel'is in extremely
short supply, and we believe it will continue to be dimtri-
buted toall users gsomewhat as it is now. We also feel that
new regulations after June 30th will be so written that
esgential defense suppdrting projects needing critical itens
will be able to obtain them through special help. What shape
this will finaily take, and to what exteunt defense supporting
industries will be given épecial asgistance, is yet undeter-
mined,

At this time 1t is not pleanned that there will be formal
third quarter program allotments of material for industry
generally.

Menufacturers have been advised that they need not send
in appltbatioua for materials needed to produce thair product,
PAD will not prepare a formal program for the oil industry
for the third quarter.

We have also notified oil producerg not to send in
applicationa, form PAD 17, for third quarter allotments of
o1l country tubular goods.

We shall continue to aécept PAD 26 applications for

naw projects, even though they start after June 30, but it is
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anticipated tbat some change in this will be made in {hie next
few weeks. | |

CMP tickets that have been'iésued to oil operators for
advance quartexs probahly for the mogt part will bé caﬁcelled.
But,.in.the meantime, in my opinion, allotments should be
handled as in the past, Oﬁcé a mill accepts a rated 6fder,
it is doubted whe ther the cancellat1on of the tickets will
change the delivery in most cases.

Business is operating at a high level generally, and.
fhis is reflected in large hacklogs of orders at ihe mills.
It does not appear that the easy-éituaﬁion in steel that was
forecast 1asf fall for the secopd quarter of this yeor will
materialize.: Coﬁéequently, the supﬁly situation continues
tight on many items neceagary to the petroleum ihdustry; and
a number of thesé will be sbort to scme degroe after June 30.
However, it is falt thét the trangition from controls to a
freer econouy should be made by the oil imdustry with minimum
disruption,

Thﬁnk you.

(Applause) ‘ | .

MR, WARREN: Any questions of Mr. Bateman?

Thank you very mucb, Mr. Bafeman,

Wo have had considerable discussion in PAD and beiore
the Council and in the industry concerning oil country

tubular goods. We bave worked with NPA on joint commitvces
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in trying to determine capacity,

1-wou1d 1ikefo ask Mr . Fmmett Vaughey, wh6 iz the
Director of Production, to give you a little review on the
oil éountry'tubular Boods situation.

| 0IL COUNTRY TUBULAR GOODS
EMMETT VAUGHEY, DIRECTOR,

B PRODUCTION DIVISIDN, P,A.D.

MR;-VAUGHEY: Mr. Chairman, members of the Coumncil, and
gueats}'AWe issued a prGSS'rgiéase recently in an attempt to
clarify to the oil industry the future supply availability of
oil country tubular goods. Our supply data was based on this
NPA report which wé requegted, the survey, to determine the
anticipated production tiom three new geamless mills, together
with expected new productidn from presently exigting milis.
This incremsed production from the existing mills would come
mainly froﬁ new ingot steel productioﬁ which would bhe sﬁpplied
to the finishing mill space which is now iﬁlej

Wecongulted frequently with NPA duripng this survey, and
we chackeﬂ their figures with ones which we possessed our-
seivea. Ve feél that their figures aré reasonable, and ag
nearly acéurﬁte as poasible.- | |

In 1951; we drilled 44,826 wells, Translating toonage
into wella, we were forced to use foreign pipe, conversion,
second-hand, and line pipe in approximately 7,000 of these

wells.
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in 1952, we had 300,000 tons less production, due to the
gteel strike. We drillied a thousand more wells, and we
ended up by being forced to use costly casing omn 17,500 wells,
or approximately 36 pexr cent of our demand,

In 1953, according to trade journal estimates, that shbws
drilling of 46,500 wells. Incidentally, these egtimates
in the past two years have heen less than one-half of one‘
per cent #n error, |

The regular mill production will be able to supplj approxi-
mately 37,600 of these wells, sothat at least 9,000 of these
wells will have to be gupplied from the other sources. That
is one idea of the relative pesition. Altbhough bhetter off
than last year, 1t shows we are shorter in 1853 than we were
in 1951 of our reqqirementa.
| Foréign inventories of conversion pipe are going to help
this situation. At the present time, the operations asg of
today are aboﬁt lplpa'cent better than this time last year,
‘but in trying to_estiﬁate the numberof wells we will drill
this year and the amount of tubuiar goods necessa;y,ﬁe‘have
to keep 4n mind'the drastic fwo months' shutdown wehad iast
year on account of the gteel strike, whieh 1 cextainly doo't
anticipate ahﬁ bope we won't have this year.

DR, WILSON:; Why do you say this year will be shorter

than last? I don't understand.

MR. VAUGHEY: Shorter in supply, Doctor. Actually, there
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are about eight hundred more wells expected to be drilled
accoraing to trade estimates. |

5R,WILSON: Yos, but you said last year we had a stebl
strike and this year we don®t, So this year why should we
be shorfef than last?

MR. VAUGHEY: No, I saidwo were shorter than in 1951
It will bé.an improvement over 1952 of approximately &,000
tons . But we will be shérter‘in supply than we were in
1951, when PAD was still in eximtence,
| - “DR.WILSON: -Why is that?

- MR, ?AUGHEY: The reason 1is the incfeased nunber of wella,
There were 44,000~0dd in 1951, and in 1963 there are approxi-
mately 2,000 more wells anticipated. The depth factor
increases the tonnage; And actually there is very little
increased pfoduction expected from the mills in 1953 over
1951, |

- The critical shorage in tubular goods should hegin to
ease in the latter part of 1953, The reasoﬁ for this critical
change 18 that that i= when the new production is actua}ly
g cheduied fo show up. In other words, we haven’t héd a
great picture of change of production from 1951 through *53
exéept in fhe loss in production in *52, |
However, going through 1q55 we will reach an increasme

in production of 50 per cemt over our production in 19561.

With the normal usage of second hand casing, we should be
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able to drill in the neighborhood of 50,000 wells per year,
without the necessity of high priced foreign and conversion
tubing.

According to all presently foresaeable estimates of
drilling activity, this should allow the oil industry to
operate under normal supply conditions of oil country‘tubular
goods for the first time that I can remember since World War 11,

In these figures we have also takem into account the
fact that domestic produétion will have to supply the usual
part of foreign requirement. A comfortable margin has been
allowed for this factor, however, and this also is a safeguard
to our defense program, |

Qur second quarter zllocations have been made, both primary
and éupplemental.. Inventories, after a sharp drop. due to
the steol strike,are akout equal to what they were this time
last year. They are in better balance in regard to operating.,

We are having legs calls from distreésed operators in
our office, alfhough gome are still in evidence, However, we
received 150 less applications in the second quarter om'drill
pipe, and that led ug to belleve that our sﬁpply glituation
was easing. Apparently there are quite a few operators who
tbought that at noon time,.January 20th, controls were going
to end, and they didn't bother to make allbcations,. As a
consequence, now we are actually receiving more emergency

requests for drill pipe than we have ever received since PAD
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was inaugurated. This same situation may obtain in about
30 daéa in tubular goods, because we had far less allocation
in the secoﬁd quarte; for that. However, in thecwer-ail,
i stiil believe that both situatiom are s;igbtly improved. -

There ig still définitely-less_demand for conversion,
and it was our thinking that, congidering the supply and demand
picture for conversion, we cold ask for immediate open-ending
or decontrol,  However; control mechanisms did not make this
feasible, and we are continuing to lgsue tickets for the second
quarter. We have told operators who degsire conversion tha¢
if they find a deal and come in and apply for a ticket under
any reasonable fequest we will give them theilr ticket, which
ig about as far as we could go toward open-ending.

We havenot issued tickets on all of the pipe which .we
bave in field stocks, because we feel that tﬁe oil industry
shalld go into the third quarter with a workabkle inventory, into
the third quarter, and into'decontrol. We hope tﬁat the
supply companies continue ! O retain this balance.

We will continue Eo process wildcat allocation and

distribute pipe for wildcat drilling through June 30th. As

hae been pointed out before, we really do not have any direct—
ive confirming it, but we do not anticipate allocating oil

- country tubular goodd in the third quarter of 1953,

Thank you,

{Applause)
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MR . WARREﬁ: Do you have any questions ofMr. Vaughey?

The last man to appear for the PAD staff:will be Mr.
Jackson, Director of the Refining Division, who will talk
about the military fuel supply position.

Mr, Jackson? |

MILITARY FUELS SUPPLY POSITION
R. REA JACKSON, DIRECTOR, REFINING
DIVIEIOH, P.A.D,

MR, JACKSON: Mr. Cbairman, lady, and gentlemen: I feel
exactly like the acrobats on the vaudeville performances. You
kﬁow, they used to have a short acrobatic acf to conclude'the
performance. I assure you this will be short; I don®t know
how acrobatic.

The subject mentioned by Mr. Warren was military fuels,
but I would like to, 4f X may, go one step beyond the discus-
gion fhat General Joﬁnéon and Colohél Brown presentéd, and
talk'in terps, if 1 may for a moment, of total aviation
gasoline, | |

Now, the top-curfe on that chart sbows total requirements
of aviation gasoline, and is based on no all-out war or all-
cut mobilization for the period being cpnsidefad. The perioé
begins with 1950 and eriends through 1962.

DR, WILSOR: = Including commercial?

MR, JACKSON: Including commercial, export, and military.

This i3 total.
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ﬁbw, beginning in 1950, stiil with that top curve, the
deliﬁeries of aviafion gagoline during the period January 1
through December 31st,1952 were bn the order of 125,000 barrels
per day, increasihg {0 222,000 barrels per day, and the denand
for 1953 iy eatimated to be 233,000 barrels per day. And you
will note that theore is asteady rise in requirements, a
rather substantial rize in requirements, until 1955, There
ig a slight peak in 1957, and after that the demand is prac-
tically constant,.

I would iike to repeat what I sgid this morning, and
that is that the reason that tbat line is practically constant
is due to the fact that there is an increase in 'civilian
aviation demand and a decrease in military demand; the two
adding together to what I would call, for all practical pur-
poseé,_a plateau.

‘That increase,; though, doesn't really tell the entire
story, because the percent of 115-146 that is required is
also ;ncreasing, and that means there is wore alkylate per
barrel of aviation gasoline. | |

The purpose in showing that curve is simply to say this;
that there will continue to he a demand for aviationgamoline.
Wo are going to be short until the middle of 1954. We believe
that by the middle of 1954, we will be able to suﬁply the
requirements, However, Y nust again.emphaaize that that does
not cover any increase in the mobilization plans, ofher than

|
1
¥
]
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those that‘are‘now in effect.

We would iike to have additional alkylate capacity, and
we would like to ask you, if you will, to reappraise your
refinery ﬁalances, There 1é, as I see it, no uniform.answer
as to whether an alkylation plant is indicated for industry
as a whole, lt.haé_to he én examination of each individual
refinery. And I would like to ask you, if you will, to
reappraige your plants, and'wberever you pogssibly can we would
like to haﬁg an alkylation plant, #nd PAD ﬁould certainly
welcome the opportunity to talk to you about it,

So much for.ﬁviation gasoline,

I would like to go to jet fuels for just a moment.

The figures shown here on jet fuels are for military
use only, since the amount of jet fuels for civilian con-
sumption have been so extremely small.

Now, wﬁ have a little short curve down there at the hottom
that shows aqtual de liveries to the military during tha.period
Ifbm January 1,1950 to December 31,1952,

During tbe year 1950, deliveries to the military
amounted to only 20,000 barrels a day. In 1881, this-figurg
increaged 35,000 barrels a day, and in 1852 the military

took 50,000 barrels s day.

Now, the little  dotted portion on the end of the line

there représenta requests that have already been made on the

industry.
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You will note that the curve of consumption iastartihgr
up shhrply, and it is beginniné to slant upward, apd the
glope of the extemnsion of that curve will depend upon how
fagt plapes are delivered to the military. For tha; reason,
werhaven°t tried to 1ndicafe on this chart any forward
prediction. But I don't think it would be unréasonable to
believe that within the next two or three years thg consump-
tion of jet fuels wuid approxims® the total consumption of
aviation gasoline.

That simply means that industry then will be called
upon to provide the tankage lines and facilities that would
be required to furnish jet fuels in that amount.

Now, at preseunt, manufacture of jet fuels is comparatively
easy, And while there has heen some discussion on the
possibility of using only straight-run fuels, that matter is
still being studied and has not been decided. It is probably
that the jet fuel which wili be used will be,generally speak—
ing, JP4.

That is all, Mr. Wafrenf Tbaﬁk you,

MR. WARREN: . Apny quegtion of Mr. Jackson?

{Applause) -

i bhave heen agked ﬁany times, and I know some of my

assocviates have:  Why don't you close up shop and go howme?

I think you can seo that we have many ppoblema here that

" pneed some regponsible judgment and analysis before we caﬁ;:




.

100

coniider that. #nd I will also say that we are going to take

‘a regpongible look. 1 thihk almost every one of us here is

fundamentally against the extension of controls unless they
are ahsolutely necessary; and if we can find-any other
mechanism where the industry can do it, of cdﬁrse, we are
going aléng on that basis.

But we will take a responsible look and do this job in
an orderly fashion, |

is fhere any question anybody wants to ask of me?

Does anybody want my job?

(Laughter)

MR, BRYAN W. PAYNE: Mr. Chairman, I would like to ask

Mr . Warren to take to the Becretary and then pass on to this

Agenda Committee, im line with Barney's suggestiom, the

press report release of Dr. Ernest O. Thompson, Chairman of

the Railroad Commission of Texas. That came out after the
d;éstionnaire.was gent to the main purch#sers of crude in
Texas,  And I should like to,cqll your attention to some of
the very pertineuf facts in that release. This is quoted
from the release.

In that questionnaire,.he asked for the étqrage of all
crude gasoline and other products.

"Thig totals some 46 million barfels of greater
over-all'atocks in storage, crude and prddu?ts, than

ONe Year aBO0. , « + o o o o o o
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nTexas law requires tbhis Commission to undertake

to ascertain the market demand for Texag crude oil at

all times .
w1t is forbidden by Texas stutute to allow to be
produced more oil tban the market demand .

“This Commission bas no legal control of imports,

but we can point out how much oll is being inported and
by whom. It seems tbat Texas crude is being supplanied

by foreign crude by some companies.
The averpge Texas oil well

Thig works a hard-

ship on Texas producers.
The average Perasian

produces twenty barrels per day.

Gulf area well produces five thousand harrels of oll per

‘day.
"The import{ duty is ten and one-half cents per,

barrel on oil.
YHow canm a Texas twenty-barrel allowable compete
S

with a five thousand barrel well?
I} ' .
vWe bave built up a reserve daily producing ability

+

in Texas of six hundred thousand barrels of cil per day
Now we are confronted with the threat

for defense.
It does unot

of being supplantad with foreign crude,

geem fair." i

I think this ig a very good statement, and he put it

o
| right out on the table for the importing companies to take

8 look at.
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CHAIRMAN FOLLIS: You can make that a personal requeét
to Mr. Warren.

MR, BRYAN W, PAYNE: That is right, I understand tbha{ I
can't make it a8 a motion before the house,

MR .WARREN: Anything else?

1f not, 1 :#111 turo my part of the meeting over to
Mr. Follis. |

(Applause)

CHAIRMAN FOLLIS: Thank you, Mr. Warren.

Gentlemen, that concludes our agenda, Is there any
new business?

If not, a motion to adjourn is in order.

MR, MAJEWSKI: Y would like to, before ymmove to adjourn,
Just take a minute, And 1 want you to be relaxed and comfprt—
able, 1 am going to take a minute, if you will please sit |
down.

{Laughter)

I think that the thing that would please Walter Hallanan
the most ~- because I did talk to him yesterday, too, and he
talked about the great plangs he had fOr the Inaugural of tﬁe

~new Secretary of the Interior. And I fbink the thing tﬁat

would please'him_tbé most, that is, next to the fine action
you took this morning of sending to him felicitations and a
"get well" mesmage, would be to know that the Council feels,

Mr. Chairman, that you bave ably mand with greut"bredit
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conducted these proccedings as Chairman in his abgence.

1 think also fhat the Council should exprésa its
appreciation and satisfaction by a rising vote of thanks tfo
Mr. Follis,

(Standing applause)

MR. MAJEWSKI: I move we adjourn.

lCHAIRMAN FOLLIS: Gentlemen, I appreciate that very
much.

WG'are adjourned.

{(Whereupon, at 3:00 o'clock p.m.,
-¥HGESQay, February 26, 1953, the Twenty-Eighth
Meetinng}\the National ﬁetroleum Council was

adjourned,)

— QO =~






