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NATIONAL PETROLEUM COUNCIL MEETING
Washington, D.C.
May 28, 1953
The National Petroleum Council met at ten otelock
a.m., in Hearing Rooms A and B, tﬁe Departmental Audi%orium,
Washington, D.C.; Walter S. Hailanan, Pregiding.

PRESENT:

Robert 0. Anderson
Hines W, Baker |
Max W, Bll
Munger T. Ball
Paul G. Benedum
Fred G. Bergfors
Jacob Blausteln
P, W. Brigance
Bruce K. Brown
Russell B, Brown
M, D. Bryant

H, J. Hayes

(Alternate for H.3.M.Burns)

Robert A, Colley




PRESENT - continued
Howard A, Cowden
Stuart M, Crocker
John-F. Cummins
J. C. Donnell, II
Fayette B. Dow
Warwick M. Downing
Wesley E. Downing
Sidney Swensrudl
Otis Ellis
James P, Dunnigan
Paul BEndicott
Irving Goldman
R. G, Follis
A. A. Stambaugh
Hial B, Gernert
B. C. Graves
B. I. Graves
wﬁlter 8, Hallanan |
Claude Broun (Alternate for Jake Hamon)
Gteorge J. Hanks
B, A. Hardey
R. H. Hargrove

John Harper




PRESENT (Continued)

Harry B. Hilts,

D. A, Hulcy

A, Jacobsen

B, Breuster Jennings

W. Alton Jones

Paul Xayaer

Roger Johnson (Alternate for Wwm. Keck)
Richard Gpray Lawton

J. Sales Leach

John M, Lovejoy

John F. Lynch

Charlton Lyons

L. F. MeCollum

Edward Paul (For W. G. Magulre)
B.'L, Majewalkl

J. Howard Marshall

M. R. McApthur (fer Glen Maynard)
S. F, Niness

Jack Cox {For Maston Nixon)

Ralph Booker (For J.F. Nnlan)

© John F. O'Shaughnessy

J. R. Parten
Wm, T. Payne.

Frank M. Pérfy




PRESENT - conbtinued
Joseph M, Pogue
Franlk M. Porter
Walter R, Reitz
Elmer Batzell (For M.H. Robineau)
J. French Roblnson
Roland V. Rodwman
Don O'Hara {For A. W, Scobt)
P, C. Spencer
Clarendon E, Streeter
Reese H, Taylér
Roy J. Thompson
W. W, Vandeveer
S. M, Vockel |
William K. Warven
L. S. Wescoab
John H, Whilte

. Robert E, Wilson




CHAIRMAN HALLANAN: The Councli will please come

to crder.

Mewbers will please taks their seavs.

I think I should sbate that when Jim Brown and I

consulted about the date for this meetlng we also consulted

the almanac and ue selected a date when we knew ve were going

to have this kind of Washington weather. So I want the

proper credit for it.

The Secretary will please cali the roll,

SECRETARY BROWM:

e, Anderson?

MR, ANDERSON: IHere.

SECRETARY BROWN:
MR. BAKER: Here,
SECRETARY BROWN:
MR, MAX W, BALL:
SECRETARY BROWN:
MR, BALL: Here.
SECRETARY BROWN:

Mr ., Beredum?

¥Mr, Baker?
Me, VMax W. Ball?
Here,

My, Munger T. Ball?

Mr, Barton?

MR. BENEDUM: Here,

~ SECRETARY BROWN:

Mr., Bergfora?

MR, GBERGFORS: Here,

SECRETARY BROWN:
MR, BLAUSTELN:
SECRETARY EROWN:

My, Brazell?

Mr, Rlaustein?

Here.

My, Blazer? Mr, Boyd?
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Mr., Briduwell;, Mr, Brigance?

MR, BRIGANCE: Here.

SECRETARY RROWN: Mr, Bruce K. Broun?

MR, BROWN: Here,

SECRETARY BROWN: Mr, Rusgell Brouwn?

Mr, Bryant?

MR, BRYANT: Here,

CHATRMAN HALLANAN: My, Bryant, will you please
gtand? I want to introduce to the Councll a new member,
Please come nn here, Mr, Bryant, an old frilend of mine and a
new member of the Councll who 18 the new Preslident of the

Texas Indenendent and Royalty Owners Assoclation from San

~ Antonio., (Applause)

SECRFTARY BROWN: As T proceed with the roll
if there 1a an alternate present for a member, would he be
kind enough %o giﬁe his name so we can have 1% for the
record?

My, Burns?

MR, HAYES: F. J, Hayes, Alternate for Nr. Burnd .

-SECRETARY BROWN: Thank you, silr.

Mr, Coleman?

Mr, COolley?

MR, COLLEY: Here,

SFCRFETARY BROWN: Mr, Couwden?
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MR, COWDEN: Here.

SECRETARY BROWN:; Mr. Crocker?
MR, CUMMINS?

MR, CUMMINS: IHervre.

SECRETARY EROWN: Mr. DeGolyer?

Mr. Donnell?

‘MR, DONNELL: Here,

SECRETARY BROWN: Mr. Dou?

MR, DOW: Here.

SECRETARY BROWN: My, Warwick M. Downing?

MR. DOWNING: Here,

SECRFTARY BROWN: Mr. Wesley Downing?
MR, DOWNING: ~Heve,

SECRETARY EROWN: Mr. Drake?

MR, SWENSRUD: Sidnej Swensrud,
SECRETARY BROWN: Thank you.

Mr. Duke? |

MR, BLLIS: Oviszs Ellls,

SECRE‘I‘ARY BROWN: James P, Dunnigan?
MR, DUNNIGAN: Here,

SECRETARY BROWN: Mr. Endacott?

MR, ENDACOTT: Here. |

SECRETARY BROWN: Mr, Fisher?

MR. GOLDMAN: Trving Goldman,_alternate.

SECRETARY BROWN: Thank you.




Mr. Follis?

MR. FOLLIS: Here,

SECRETARY BROWN: Mr., Fox?

Mr. Gernert?

MR. GERNERT: Here.

SECRETARY BROWN: Mr, B, C. Graves?
MR, GRAVES: Here,

SECRETARY BROWN: Me. B, I. Graves?
MR, GRAVES: Here.

SECRETARY BROWN: Mr., Hallanan?
MR. HALLANAN: Ilere.

SECRETARY BROWN: Mr. Hamon? :

MR. BROWN, Claude Brown for Mr., Hemon,
SECRETARY BROWN: Mr. Hanks?

MR, BANKS: Here,

SECRETARY BROWN: Mr. Hardey?

MR, HARDEY: Here.

SECRETARY BROWN: Mr,. Hargrove?
MR. HARGROVE: Here,

éECRETAHY BROWN: Mr., Harper?

MR. HARPER: Here.,

SECRETARY BROWN: Mr, Hartman?

My, Hilbs?

MR, HILTS: Here,

SECRETARY EROWN: Mr. Holman?




Mr. Hulcy?

MR, HULCY: Here.

SFORETARY BROWN: Mp, Facobsen?
MR, JACOBSEN: Here.

SECRATARY BROWN: WMr, Jennings?
MR. JENNINGS:  Heve.

SRORWTARY BROWN: Mr. Johnson?
Mr. Charles S, Jones?

Mr, Mason Jones?

Mr. W. Alfon Jones?

MR, W. ALTON JONES: Here,
SECRETARY BROWN:; Mr, Kayser?
MR, KAISER: Here.

SECRETARY RROWN: Mr., Keck?
MR, JOHNSON: Roger Johnson for Mr, Keck,
SRECRETARY BROWN: Mr. Lawton?
MR, TAWTON: Here.

SECRATARY BROWN: Mr, Leach?
MR. LEFACH: Here.,

SECRETARY BROWN: Mr, Loveiny?
MR. IQVEJOY: Here,

SECRETARY BROWN: Mr,. Lynch?
MR, INNCH: [Here.

SECRETARY BROWN: Mr Lyons?

MR, IVONS: Heve,
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SECRETARY BROWN: Mr, McCollum?

MR, McCOLLUM: Here,

SECRETARY BROWN: ~Mr. McDowell?

Mr, McGowen?

Mr. Maguife?

MR, PAUL: Edward Paul for Mr. Haguive,
3ECRETARY BROWN: My. Majewskl?

MR. MAJEWSKI: Here.

SECRETARY BROWN: Mr, Marshall?

MR . MARSHALL: Here,

SECRETARY BROWN: Mr, Mattel?
Mr. Haynard? |

Mr, Mosher?

Mr, Nielson?

MR, VMCARTHUR: ‘MW_RQ McArthur {or Mr,. Nlelson.
SECRETARY BROWN: Thank you. |
Mr. Niness?

MR NINESS: Here.

SECRETARY BROWN: Mr. Nixon?

ﬁR, CoX: Jack Cox, representing Mr, Nixon,
SECRETARY BROWN: Mr, Nolan?

MR, BOOKER: Ralph Bocker for Mr. Nolan.
STCRETARY BROWN: Mr. OfShaughnessy?

e, Parten?

MR, PARTEN: Here,




SECRETARY BROWN: Mr, William Payne?.

MR. PAYNE: Here. |

SECRETARY BROWN: Mr, Perry?

MR. PERRY: Here,

CHATRMAN HALIANAN: Mr, Perry, will you please
rise? I wish to present to the Councll a new wember, Mr,
Fran, M, Perry who is the Presldent of the Natural Gascline
Assoclation of America of Bartlesville, Oklahoma.

We are glad to have you as & member of the
Council. (Applause)

SECRETARY BROWN: Mr, Pogue?

MR. POGUE: Here,

- SECRETARY BROWN: Mr. Porter?

MR, PORTER: Here,

SECRETARY BROWN: Mr, Pyles?

MR. REITZ: Heve,

SECRETARY BROWN: Mr. Richardson?

Mr., Ritchie?

Mr. Robineau?

MR. BATZELL: Elmer Batzell for Mr, Robineau,

SECRETARY BROWN: Mr. Rotinson? |

MR, ROBINSON: Here.

' SECRETARY BROWN: Mr. Rodman?

MR, RODMAN: Here,

SECRETARY BROWN: Mr, Rowan? Mr, Scott?
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. OYHARA: Mr, Don OtHara for Mr. Scott.

RCRETARY BROWN: Mr. Shannon?

i

Mr., Skelly?

Mr. Spencer?

MR, SPENCER: Here.

SECRETARY BROWN:  Mr. Staples?
Mr., Streeter?

MR, STREETER: Here,

SECRETARY BROWN: Mr, Thompson?
¥R, THOMPFSON: Here,

3 ECRETARY BROWN: Mr., Vondeveer?
MR, VANDEVEER: Here,
SECRETARY BBOWN: Mr. Violette?
Mr. Vockall?

MR, VOCKEL: Hera.

SECRETARY BROWN: Mr. Warren?
MR, WARREN: Here _.I

SECBF?I.‘ARY BROWN: Mr., Wescoat?
MR, WESCOAT: Here,.

SECRETARY BROWN: Mr. White?
MR, WHITE: Here.

SECRETARY BROWN: Mr, Wilson?
MR, WILSON: Here.

SECRFETARY BROWN:  Mr, Wrather?

CHATRMAN HATTANAN: I would like to inform the
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members of the Councll that one of our members, Mr. John Wratcher
haslwritten me that he is unable to attend this meeting

because of two operations he had to undergo during

the last several months because of some difficulty uwith his.
vision. I want %o express to the Council his vegret that he

is unable to come, I hope it may be the wish of the Councll
tha% we may send him a telegram hoping for his early

recovery.

(The wotion was movéd and seconded and carried.)

SECRETARY BROVN: Mr. Wright?

CHAIRMAN HALLANAN: Gentlemen, the minutes of the
last meeting held on February 26, 1953 were mailed to the
members sSome weeks ago. What is your pleasure? |

(A motion was made %o approve the minubtes of 2.06=53
which was seconded and carried.)

CHAIRMAN HALLANAN: Next order of business 18 the
Report of the Secretary-Treasurer; Mr. Brown.

SEDRETARY BROWN: We have received since the
first of the year up to and including yesterday contributions
of $107,275;

We transferred during that period from the reserve
fund $6,0003 publications and other receipts $89, a total
of $113,364 revenue that we received lin.

The disbursements during the perlod were

- $34,869.
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Leaving net reccipts over disbhursements of
$78.494 so far this year,

We had at the beginning of the year 57,993, leaving
us néw in the bank $B6,492 and we have In the Resayrve Fund
$59,000.

CHATRMAN HALLANAN: You hawve heard the repord.

Are we ready for the guestion?

(Motion was made,seconded and carrled to accept
the report of the Secretary-sreasurer,)

CHATRMAN HALLANAN: We now move to the order of
business o recelve reports of Special Commlttees,

Me. Lf‘F, ﬁCCollum is Chairman of the Committee
on Petroleum Productive Capaclby.

Mr. McCollum,

MR, L, F. McCOLLUM: Mr. Chairman and Gentlemen,
attached to the reports whilch will be cireunlated to you in
a moment 1s a chart that corresponds to the table No. 6
on page 23 of the report entitled ¥petroleum Productlve
Capacity™ by the NPC in Januéryﬁ 1952, This tabulation
brings down to date as of the last of last year and of
January this year the productive capacity and the production
for the United States, In Mr. Stewart's letter of Decem-
ber 2, 1052 he stated: "It will be ap;reciated 1f the
Council will agaln wake an up-to-date study of the petroleum

productive capaclty of the United States as of Januavry 1, 1953.7
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The data in that tabulabion was prepared in a
manner substantially the same as thatb used in preparing
the report which all of you are familiiar ulth,

Now when you turn to the tabulation, you wlil find
that on the last of last year or at that time when Nr.
Stewart requested this, the availability in the United
States of erude oll totals daily 7,465,000 barrels;
natural gas 1igquids 604,000 barrels, or z total avallability
from January. 1953 of all olls of 8,159,000 barrels. |

That represents an inerease incidentally of
869,000 barrels per day since the preparaibion of the last
report. The productlon for the same period, January, 1953
dally average was 7,2043500 barrels,

Now ﬁy way of digression I might point out to
you gentlemén who will recall that I believe the first
avallability report was wade by the API, a committee of the
API, in 16483, =t that time Some concern was expressed over
the future av 1lability of petroleum supplies.

A number of committees were chosen, representing
the industry all over the Unlted States aﬁd in their efforts
to make these estimates they f£inally hit upon what they
called 2 low and a high figure, the minimum of which might
be expectéd in the future and a meximum. There was a lot of
argument whether or not uwe could hit even the minimum figure

and there 1z a lot of argument whether we could hit the
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maximue figure. Those commnittees were conpposed of pessimists
and optimigts, Minor jamison reminded me yecterday of
the comparison of a five years with the estimate oi Tive
yeara ago and I will just recite the figures to you.

~ The estimate for %this neriod, in other words,
January, 1953, made flve years apo was that the availabllity
of tptal petro;eum 1igulds would be,the hilgh figure,mind
you, 7,200,000 barvels a day. Ve £ind actuvally that the
performance is some 900,000 barrels a day higher than the
highest figure included in the API avallabillty report made
five years ago. Again emphasizing as a histprical fact the
industry is prone in estimating vhe fugure asto what it can
do, it is promne to egtimate on the low side.

The last paragraph of the ietter,tranémittal
lotter I should like to read:

"1t nust be recognized, however, that the necessary
expansilon of petroleum productive capacity will require
unremitting gxploration and drilling activities, As has
been stated wany times In the past, the continulng provlsion
of adequate supplies of petroleum, for cilvilian and defense
purposes, will require treggonable economic incentives,
adequate materials, andha favorable c¢limate for prlvate
investment. ™"

My, Chairman, that constitutes the Committee's

-

report.,
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CHAIRMAN HALLANAN: Are there any questions,
gentlemen, that you desire to subuwit o Mr. McCollum in
connection with this report? Mr, Brown, do you have any
questiona?

You have heard the report submitted by the Chalrman
of the Committee? What 1s your pleasure?

(The report of the commlttee was unanimously
adopted,)

CHAIRMAN HALLANAN: The repori 1s unanimously adopted.
Thank you very much, Mr, McCollum, for this fine job you
have done. You and your committes,

Gentlemen, I now call on Mr. Wescoat, the
Chairman of the,Comﬁittee on Submerged Lands Productive Capac-
ity.

This report represents a stupendous Job that
has been done ln the preparation of the data, and research
that has been made in connecfion with this report. I think
1% brings up to date the important factors relating to
the offshore developments. I think it 1s a report of which
this Councll may ‘well feel proud and a report that wlll have
great and important use in the years that 1lie ahead as the
development of this arsea takes place,

Mr., Wescoat.

MR, L. S. WESCOAT: Mr, Chairman and Gentlemen, the

Chairmant's stabtement with respectio the amount of work necessary
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o complete this last section of the report on which a
preliminary report was made in February I think will be guite
obvious to you when you have had an opportunity to go through
the report ltself.

I wlght say in passing, Mr, Chairman, that I do not
wow of any other industry which would Bo freely turn loose
the type of 1nformation which is shown in here and evidences
the reason for our reguest for the further time to complete
this part of the study.

As usual in a case of this kind the Chalrman of the
bain committee does.not do too much work. I think it is fitting
that I should give you the names of the chairmen and vice
thairmen of these groups who really have done thls Job,

Ployd Bryant of Standards of California and Ernle Pylea of
Montebey for the Californla Subcommlttee study and Ewmerson
Chester of Magnolla and Ben Bell of the Gulf in the Gulf companieé
and they had with them the bhest o1l brains for this purpose

in those two sections of the country.

There was a great difference In the types of repqrts
needed in order to outline fully the varying conditions at
lssue in the Callfornia Section and the Southwest Guilf
Companies, Therefore the report consists of the basic report
znd those two reports of the subcommittee as exhibits which
sre really the report "X", the explanation. I think we should

give Jim Brown and his staff a dbouquet for the fine
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Job they have done 1n the last forty-elght hours in getting
out this report which was amended and therefore required in
& large part reproduction.

The studies contained herein will be of invaluable uae
to the Inbterlior Department and Lo Such companies a8 are hardly
enough to operate in this area after reading the comparative
costs of the two Types of operation. I think one fellow
921d why are we such morons as to go.out and operate in %hils
Gulf area after we read these cost {igures? I have not
figured that out yet myself though we are out there, This is
a supplemental report on the technologlcal phases of the
submerged lands regquesitid by Mr. Stewart of the 0il and Gas
Division.

Re indicated that there was a vast difference ln
the magnitude and character of these operations with respect
to the on~shore areas and requested that aunthoritatilve
study be made of the avallability of the off-shore reserves
in terms of technologlcal aspsects.

Such studies have been made in the two areas
indicated.

In accordance with the reguest, the studles by
this Committee have been limited to a five-year period of time
and based on the assumptlons set forth by Mr. Stewart. It
should be amphasized again that {ive years is an lnadequate

perind in which o evaluabe the contribution to future
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supplies of dl and gas of a major new province,
such as the offshore area,

Exploration and drilling within five years\are
likely to be more important in locating resources for fubure
development Hhan in préviding 'immediate availlabllity. |

In connection with the reguest that this study -
be made without regard to ownership or title, 1t should be
noted that the Committee has found 1% necessary Lo make the
following assumptiona:

(1) Existing leases will be confirmed;

(2) Additlonal leases will be granted on a basls
which will encourage exploration and development of the entire
of fahore area and

(3) remaining unsettled questlona regarding juris-
diction, 1easing and other matters will bs resolved satig-
factorily and prowptly. If these matbers are not resolved
promptly the estimates of availabllity that may be developed
in a five-year périod of time should apply from the date on which
operations ean be again carried on freely throughout
the area rayhef than from today.

Thé request for this study deals with "Offshore
submerged lands,"

AS the definition of the shore line 1s a controversial
guestion, this committee has not attemwpted to define

precisely where the offshore area beglins,
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Nor has the commlitee attempted to determlne
what per cent of the estimeted avallable produection will be
from the area of the shelf reaﬁoréd'to the states, or from
the area of the shelf placed under the jurisdiction and control
of the United States by the submerged Lands Act. It has,
however, excluded ffom 1ts estimates of availabllity
production from fields consldered to be in inland proteeted'
waters in Loulsiana, such as Breton Sound, Maln Pass,
Rabbit Island, and South Pass, and from wells in California
that are producing from beneath submerged lands but are
located onshore or on plers,

The Committes eatimates that as of January 1953
about 9,000 barrels daily were being produced in that part
of the Gulf Coast which 1s offshore beyond question, exclusivé
of about as much more production at Ereton Sound, Main Pass,
Rabbit Island, and South Pass,

In addltion, offshore availablility in the Gulf Coaat
in January 1953 included some 1,500 barrels daily of
natural gas liguids and between 100 and 135 million cublc feet
daily of natural gas from producing wells connected %o plpe-~
lines,

Outlook for Avalilability: While the entire continental
shelf area of the United States, couwprising 275,000 square
wiles, may be considered a prospective petroleum province,

existing economic and technology limits prospective
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drilling within the next five years to water depths of‘about
60 feet, At the present time, it seems probable that
drilliﬁg in submerged offshors areas wlthlin filve years will
be limited almost entirely Lo ahout 14,000 Square miles off
the coasts of Texas and Louisiana covered by water depths

up to sixty feet and to about 300 square miles off the
southern coast of Califorala, extending to the fifty foot
water depth contour. Some expleration may be undertaken in
deepeb waters or in other areas of the continental shelf
within the next five years, but the problems involved in
such ventures will probably restrict their gignificance in so
Tar as devélopmenb of avallability 1s concerned during the
next five years.

About thirty per cent or more of the wells drilled may
be expected to be dry holes. The remaining oil and gas wells
drilied in submerged offshore areas wight lncrease avalla-
bility b& about 70-107,000 barrais daily of crude olil and
natural gas 1liguids and 600-800 milllon cubilc feet dally
of natural gas by the end of five years with the average
success,

Such drilling activity would represent a resumption
of the operationa that were brought virtually to a haly in
1950 by the controversy between the Federal Government;and

the states over the offshore lands,
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In addition to drilling operabions in areas
that have already been explored, there will be further_
exploration and drilling under satisfactory conditions for
' offshbre operations,
In Californla, petroleum developments‘beneath
submerged lands have been limited thus far %o those thab
can be conducted by - dlrectlonal drilling from shore
and plers extending from shoure, Exlsting state laws In
California have not permitited dfilling of wells on offshore
platforms, although there has been some offshore exploration.
It is estimated that around 100,000 barrels daily of availn.
ability might poesibly be developed from Submerged offshore
areas of southern California within five years after state
laws are wodified to permit offshore drilling and after all
guestlons relating to offshore operations are satisfactﬁrily
resolved, No estimates have been made of the amount of gas
that'might become available in this offshore area, as attention
wlll probably be concentrated on developing 0il production
during the first five years of operation and availability
of gas will probably be dependent upon whether a major gas
fleld 1s discovered.
The regquest for thils study included an inquiry
with respect to the amount of availablllty that might be
developed "if a eritical and immedlate need develops for

national security reasons,"
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The committee has considered this request but is
unable to provide a numerical answer, The determlning factors
with respect %o operations under emergency conditions will
be the size and quality of proved undeveloped of fshore locations
at the time, but this cannot be predicted in advance. In the
opin}on of the committee, the estlwates submitved hereln are
prob%bly a good measure of the availability that may be
deveﬁoped withinlfive years under either normal ciréumm.
staﬁces or emergency conditions.

Assuming adequate econowle incentlves, adequatbe
supplies of materials and‘manpower, confirmation of exlisting
leases, the granting of addibional leases frollowing satis-
factory éolution of the controversy over submerged lands,
and freedom of operators to explore and develop this area,

it 1s estimated that there wight be developed with average
suceess an avaeilebilivy from offuhore submerged lande

of aboubt 170,000-200,000 barrels daily of crude cll and

nabural gas liguids and 600-800 willion cuble feet daily

of natural gas in five years ol cppo:tuniﬁy for geperlernced
operators to conduct oifthore aqtivity freely under £alif=-
factory condibvlons. ‘Thesc estiﬁatéa are exclusive of preduction
from Californla wells now producing from beneath submerged
lands but locatca onshore cgnd on piéra cnd of producitlon

Prom wells in protected inland wabsve aziong the Guif Coast,

Because of the vime reguired to study and evaluate
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a major new petroleum praﬁince of the size and importance
of the submerged offshore area, 1t l1s the opinion of this
commitbee that the major contribution of the submerged off-
shore area to the naticn's supplies of o0ll and gas willl
come beyond the five—yeaf period which 1t was requested to
study. Drilling after the five-year period should increase
avallabillty rapildly because of additional development on
discovered fielids, improved techniques and later discovery
and development resulting from continued exploratlon.
Potential petroleum resources of the continental
ahelfl haée been there for counbless years wlthout value to
anyone., How valuable they can be made in meeting petroleum
reqguirements wlll depend ﬁn‘the ihgenuity exerted and
success realized in finding and developlng offshore oil and
gas at costs competivive wlth those on land. In any event,
great amounts of capital willl have to be risked in explora-
tion and drilling and in the case of discoverles, additional
sums will have to be spent in carrying on producing
operations and paylng royaltles over many years, These invedi=
ments and expenditures may be more or less than the value i
of the oil and gas produced., The idea that the gross value
of probable ultimate productlon is a measure of the uworth
of offshore petroleum ?esoﬁrces ig8 erroneous and should be
avoided, Technological limltatlons way mean that on1y a

part of the potential offshore resouﬁces #will ever be
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developed.

Even with respect to the part developed, the
expenditures for exploration, drillihg; production, and
royaltles wiil offsev the gross income from production and
determine whether and how much net income is realized as a
resturn on the risks taken and the investwments wade in off-
shore operations,

Respectuflly submitted, Mr. Chairman, (Applause)

if there are any questions I will be glad to answer
any that i can. |

CHATRMAN HALLAHAN: Thils report comes to you, of
course, qvernight. T know that you have had very little
opportunity to study it. It represents a tremendous
amount of work that has been given to the prepavatlon of 1%,
JM?.,wéscoat hag summarized the conclusions of the commititee
in a vg.“_gb_;réhénﬂive way. Ave there any guestions which
any ﬁember of thecﬁuncil wouid like to ask in connection
wlth the report of this commitbee which 1s the final report
of the committee? R

MR, WESCGAT: ‘Yes, 1t is the final report of the
" committee,

.GHAIRMAN HALLAHAN: Are Tthere any'questions?.
MR,HARDEY: ' I would like %o ask aé‘a matter of policy

whether the data in this report would he restricted or open

for publication?
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MR. STEWART: This will be open,

‘This information was wanted very badly to provide
officlals with the basic Tacts comparing offshore drilling
problems with onshore. I want to take this opportunlty
to compliment Mr, Wescoat and the commictee for completing
an excellent report and giving us an astonishing amount of
usable data,

CHATRMAN HALLAHAN: Thank you, Mr., Stewart.

MR. SPENCER: WNr, Chairman, way I say that I have
not had a chance to read this entire report but I think it
is an exawple of the benefit of cooperation betweén an
industry and government and I think i1t 18 a very fine éxample
of that relationship.

CHATRMAN HALLAHAN: Ave there any other remarks?

MR, MAJEWSKI: WMr. Chairwan, I belleve that it
should be given the usual wide distribution as the Counecil
has done with several other documénté of thils iﬁportance
such as the one Mr. McCollum referred.to_in his presentation.

This should bhe printed and distributed a2 wlidely
ag possible because it corrects many erroneous lmpredslons
existing in the halis of Congress and in the minds of the
public generally and we should give it the fullest ahd
wldest distributlon without further delay. I move that,

CHAIRMAN BALLAHAN: The question at the moment,

though, is upon the adoption of the report.
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( Adoption of the report was moved, seconded and
unanimous ly carriéd.) _
CHAIRMAN HALLAHAN? Mr, Wescoal, the report
is unanimously adopted,
Now, Mr. Majewski, what is your motion? That the
report be glven wide publicity? ’

MR, MAJEWSKT: Thab 1t be printed in the same
form that the document on the productive capacivy was
printed and distributed widely not only through governmens
channeis but through the channels of %he Couneil itself and
I 20 move, | |

CHATRMAN HALLAHAN: You have heard the motilon.

MR. LOVEJOY:: That, of course, is subject %o
its béing.agreeablg to the Deﬁartments of thé Interior?

In scanning this report hurrledly I do not
see any names on there except Mr. Wescoat's, It seems to me
- in a atudg of this nature you should 1ﬂclﬁde the namesa of
the main committes and gubcommittee ihat probably did most
of the work, I %hink it would add %o the welght of the
report and wlth no refiection on Mr, Wescoat. It should
contain those names.

CHAIRMAN HALLAHAN: Mr, Lovejoy. that 1s a very fine
suggestion.-Werill see that that is done in the {inalizing
of the repori.

This was gotten out in one night and it represenis
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a great volume of work as you can well understaﬂda

I?agree that the names of all those who have had
any part in the preparation of the report should apgear
in the repori.

MR, JONES: Mr. Majewskl's wotion was to the polnt
1% should be given the same distribution we gave to the avail-
ability report.

I wonder 1f the secretary—treasury could tell us the
item of cost, |

SECRETARY BROWN: I ﬁanted that opportunity. Thank
you, I want to ralse 2n objectlon to thq wide distribublon.
However, I am your servant and it will get the distribuﬁion
you want, 7. N

Now as %o your guestion, Mr, Jones, we;distributéd
35,000 coples of that petroleumlproductive capaclty report,
It cost us nearly $15,000,

I hope you will take into consideration Tthe budget
problem involved. It will cost wore than that to do this job
and we dild not provide for it in the budget, I may say this,
houwever, if it will help you in considering this-motion,
in view.of the drawing crucenv and maps, pilctures, and so forth,
we could not reproduée the pictures but you have another
veport coming that 1s equally ag large, We have found you

are getting beyond our equipment and facllities and I have
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installed a new eguipment, a multiiiﬁh5; that costé us
$2500,

We can handle this stuff in eny voluwe now, I
think actually i1f you will inspect 1t for 158 workmanshilp 1t is
as good as can be produced, IE was produced in our office.
We can distribube widely and whenever the the facilities to
do i1t any number of 6opies if we can do it in thls manner
with a nicer cover., If that type of reproductibn'is satig-
factory we can handle any Jjob but if you print it then will
you take care of the budget matter ﬁlease?

MR, JONES: May I suggest, Mr. Chalrman, that Mr
Wescoatts commlttee recomimend to.the Councill the form in
which this report should be dlstributed. I think you will
accept that as an émendment to your resolution? I think
the printing is unimportént as a debtail but the imporiant
thing is to gét the report 1n the hands of enough people,

CHATRMAN HALLAHAN: I agree with Mr. Majewski
that this veport is of such a character and hears upon a
matter which is of tremendous interest to allthe people
and about which there ls so much misunderstanding that
we gshould take every opportunity ﬁhat wé can to see that
this report reaches those people whom it should reach. If
Mr. Majewskil is willing to leave the matter in the hands
of the Chalrman and the Secretary I assure him we will

work out a process of dlstribution which I think will meetb
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what he has in mind,

MR.MAJEWSKI: I have the utmost confidence bub
dontt get penurious. In ny state I have a Senator named
Douglas. He says there are "skillions" in this thing and
I knoﬁ he i¢ a Professor of Economics, I want %o remind you
I have to have scme Inforwation and I would like %o see Wescoatis
nawe dlsplayed prominently on thils so people in the Midwest H
can anewer Douglas and a guy named Iumphrey,

1 say this advisedly. UWhy do we talk about
$20,000 a day when this document, you could not produce this
for a million dollars if you hired people on the government
pay roll?

The Informatlon would not be available. So uwhy
not open up and give the peoplé of America the benefit of
a document that you could not buy with money? Lett's no%
get chicken a%out this. -

MR. WILSON: I believe it should have wide distribution.
I poing out,'however, there are a great many technical details

| that to glve wide distribution to the full report with all
technical detailis would probably be self-defeating because
% great many people wouid say that 18 too big to do.

‘I have great confidence in the Chairman and'-
Secretary getting the most value for the industry and
govarnmént put of this but I would suggest that conslderation

s1so be given to printing a condensed version, thils
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summary 1l not gulte enough, but a condensed version
that would gilve the essential features to the average
individual and this detall version %o a velabively small
number that want to know the fulil detai;ed facte.

MR, WESCOAT: I would like to conflrm what Dr,
Wilson sald. There are wmony technical details in
here which in my Jjudgment would not be of interest to the
pﬁblic at large. I think, 1f 1t were sdited to the pdint
where the main factors could be readlly understood it would
be much more useful than to atbtempt %o put out the entive
report,

I also would like to say all these ﬁgmes were
intended %o be in thils report and they have beep inadvertently
omitted, It was turned in on that basis but through the
spéed with which we had %o get this out I presume they
uere droppéd,

CHAIRMAN HALLAHAN: Mr. MajewsSki--

MR, MAJEWSKI: I am agreeable to any procedure
that will get it into the hands of the public.

CHAIRMAM HALLAHAN: Mr. Majemski moves %that the
report be adeguately publiclzed and dlstribubed to the
public, 1Is there a second?

MR, JONES: T will second i%.

CHAIRVMAN HALLAHAN: Are we ready for thé guestlon?

A1l in favor signify by saying "aye," Opposed, It 1s
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carried,
| | CHATRMAN HALTAHAN: The motvion 18 uvnanimously
adopted.

Mr. Secretary, we kept you up pretity late last
nlght. You do not show any apparent effects of it this
morning; We are glad to have you here this morning %o see your
Council in action., As I said last night we do not aluays
agree upon a lot of policles bult when the Government asks
us to do a job, which i1s represented in this request,
we answer that call and we put to work the best minds
and the best talents of the industry in providing that ansuer.
We are very proud of what this Councll has been able to do
during the pasﬁlsix years since 1t was organized.

I think 1t may be of general lnterest %o the Councill
as well as to you, Mr. Secretary, that some of our other 1lndus-
try leaderd are looking with a good deal of Jealousy upon
what we have been able to acoomplish here.

Just a few weeks ago I had a call from Admiral Morrell,
head of Jones and Laughlin, who said that the steel people
had decided that they needed an agency such as the National
Petroleum Council to effectuate some of the very same things
ue have been able to do in a pollcy of cooperabion uwlth ﬁhe
government, He asked me 1f it would be satisfactory to
come down and talk about the Nabional Petroleum Council,

He and some of hie associates on the commitbee came to my office,
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We discussed the situation very frankly. I
went over with him our articles of organizatlon, gave him
a resume of the activitles that we had pursued, the
wide range of subjects whlch had been covered in our
various reports, and he said they were tremendously lmpressed,

- The Committee 15 now at work trying to work out
something fof the steel industry along the same line that
we have plonecred here with in the Petrolsum industry.
It gives uvs air opportunlty to feel that ocur work here has
bean appreciated and that obher industries feel the necessilty
of following the same course that we have ploneered as the
Petreoleum Industry.

We have a fine attendance here this morning of our
group, men from Californla to Maasachusette representing all
segmenta'cf the industry.

We are happy to have you here. You were not able to
gpend much time at the wmeebing in Februsry because I -knou
the press of official dutiles which are upon you, but here
this morning we are delighted to have you here to sit
with us and we are most happy to hear from you, Secretary
McKay, at this time,

Mr, McKay. I am very happy to be here particulariy
at a time when you are considering a rgport on the sub-

merged lands because I have taken qulte a beating myself on

that.
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Of course 1 get pald to bhe called names and,don't
worry, 1 have bheen called name, ]

I am in charge of the Give-anwéy program some people
say and one of the submerged lands, they do not say
submerged lands, they say "tidelands oll thieves," I believe
that iz the tltle they assigned to me ﬁecause I supported |
the 1aw.a3 finally passed because I thought in my opinion
I do not see any Jjustice on the other side at all,

I Jjust want to say a word, I, too, am very happy
at this Association and am amazed as Edward.Warren pointed
out the various presldents of various oil companies sitﬁing
in this room so I am not amazed, I know the work you have
done, but I think it is wonderful when the heads of big
organizatlons can g81t down tiwht the idea of working out
cooperatlvely with the Federal Goverhment.

I happen to be a private enterprise man and I am very
glad that I spent my entire 1lfe in business. As a matter of
faet, when I think back, slnce October 31, 1942, when I
wangled my way back in the army I'have only spent tuo
years in Iy busineas at that time, and I am lucky to have'a
business-leftu

Some people say if T stay away permanently it will
run better.

T am proud of the fact I live off the profit of bhe

Pugziness,
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Thls adminlstration, of course, 18 called vavrilous
names but 1t is usually consldered a business administration
and I hope it stays that way but I want to remind all te
men in buslness and industry that we are on trial, I feel
gold on the business people of this counitry that they will
not ask for wore than their share, what 15 the rilght and just
thing for the good of America.

But some pecple do not feel that way, It is cus~
tomafy among varilous groupa of our econowy Ghat when they get
in the saddle they ride too rough, I am confident business
, énd industrial people realize those sentiments and will'occasionﬂ
ally have to make a sacrifice in the intevest of their
govebnment and all the people,

They are doing that, They must remember that some
of the men and wﬁmen are méking sacrifices in Korea today,

I =tood in a reception line yesterdsy for two hours with the
President and the Cabinet’ and I was amazed at some of the
injured men that came by. In Worid War I and II those

kinds of fellow did not survive, They Just died,

We are all me¥..u Sacrifices, we have to. We are in a
very critical situalbion. Thething that irritates me sometimes
about our people is that they become excited and scared. There
18 no need %o be frightened, If they just go back to the
plain simple things that made this country the envy of all the

countries in the world and keep our feet on the ground and not
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get excited we wlll be all right.,.

But some people seewm Lo get excited. Sure we
must be concerned about the future of our country because
we are in a mess flnanclally and otherwlse and it is
very critical but let's not get excited and frightened.
There 13 nothing %o bé frightened abouf.

I am gure all of ug that have féith in this country
and faith in the institutlions and falth in éach other
and faith in the Divine Creator that placed us here ws
do nnt need to be afraid of znything.

I had a prepared epeech that is intelligent and
I had-better read that to you now tbat T have sald what

I had in wind,



38

STATEMENT OF THE HONORABLE DOUGLAS McKAY

For the past several weeks there has boen conididerable
debate on those provisions of the Simpdon Bill %o exbtend
the Reciprocal Trade Agreementa Act which would limlt imports
of crude oil and wesldual fuel oll. The nature of the lasues
and the merilts of the arguments are well known %o all of you.

I testified befove the Commitsee on Weys and Means of
the House of Representatives in cppozition to theose provislons
of the Simpson 3111l which would place atabutory limltatlons on
crudé.oil and residual fuel oil ilwports into this country. I
sestifled in opposition.to those provisions becaude I felt
shat thely enactmeﬁt into law would be more haramful to the
oﬁermall econowy of the country than ﬁhe bgnefita to be de-
-»lved,

So that you may understand more fully my position, I want
%o quofe you the followlng sentences from Wy testimony:

"I vecognize the ilmportance of domestic pebroleum

production %o natlonal defense and the contwrlbublon

it wakes to the natlonal econony ané that of the oil-

producing states. I alsgo realize that the petroleumn

industry i8 unigue 1in that discovery and development

of new reserves consHitute a wajor and vital activisy

of the industry. O11 and gas producéd muat be

replaced by a vigorowsa and progresslve ssavch {for

new vreserves or the Nation's ability %o produce
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petroleum would rapldly deteriorate,

"I recoginize how imporitant 1t is that the
strength of the domestlc Industry be maintalned.
To maintain this strength recuires an economic
climate that promotea the competitlon, progress,
and technologlecal development that has brought the
industry to 1ts presens high degree of capability.
The domestic industry today is undergoing a peribd of
readjustment,. The rate of grouwth in demand has leveled
off after the rapild gains which followed the Korean
outbreak. A% the same time the expansion of
supply has brought about a ﬁore normal reserve capacity.
Demand 1s now dropping secasonally at the close of a
warm winter. Domestic productilon has been reduced in
recent months, and there should be a2 corresponding cub
in imports. There is evidence that already ithe
industry is effectlng such adjustments.”

My belief that the industry, acting individually, will

effect guch adjustments in the level of lmports 1s based upoh

falth that the indlvidual interesis of each importing company

will lead to that desirable level of iwports necegsary to pre-

terve the health of the domestic indusiry and the security of
this nation more readlly than can be achieved by vesortingh to

undesirable and inflexible statutuvry restralints.
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I am hopeful that those conpaniles importlng crude
o1l or products will show industrial stavesmanship in
this important matter and that each cowpany, acting indi-
viduzlly and wholly on its ouwn individual Judgment, will
exercise that restraint in respect of imporss necessary Go
the health and security of the nawnlcn.

I have discussed this mattier with Preszident
Eisenhower and the Natilonal Secur:ty Council. ZIcan Say to

you that President Eilsenhower concurs in these views,

LT
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I% is a pleasure to be here,gentlemen,

T look forward to continually working with thils
organization because 1 am very proud of it, If, at any
time, you have any suggestibns for the bebterment of
the Departuent of Interlor and your organlzailon, please feel
free to call upon us. .

I understand they ave téying to £ind a feellow

%o fill BEd's shoes and I understand they have somé good
ones, We wént a good one because he has done a good job.

I again want %o pay Wy reapecta to Ed Warven
and the splendid jub he has done .

Thank you. (Applause)

CHAIRMAN HALLAHAN: Thank you very much, Mr.
Secretary. 1 hope as this council meets from.time to time
thatb ﬁe may be privileged %o have your attendance, 1
assure you it adds greatly to our deliverations to héve &ou
sit in with us. I hope we can arrange a mutually convenient 7
time for these meetings so you can be with us.

Gentlemen, last January we lost one of the most
valuable members of this Council., But we did not lose him
from any standpoint of national serﬁice. When the
New Administration came In to power 1 think every member
of this Council felt a sense of personal delight and personal
reassurance that the President had gone to the Great State

of Texas and had sclected Bob Anderson as Secretary of the
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Navy.

He i3 here %this morning in his officlal capaclty. We
are glad to have hiw ard greet him as one who has SERY
at owr Council btables and has given of hiz fine mind and his
talents to the preoblews of the petroleum irndustry, who has
had a etrikingly successful career as an oil man and as a
public servénﬁ and I know he has a brlght spot in the
neticnal plefure.

He has been called to a service of great responsi-
bility ab this critical time in the history of the world in
directing the Mavwy of the United States, We ave all pleased
to have him with uws and I take great pleasure in ﬁresenting
one of our former markers and our good friend, Secrehary
Anderson, (Applause)

STATEMENT OF THE HONORABLE ROBERT B. ANDERSON

UNITED STATES SFCRETARY OF WAWY

Secretary Anderson, T did not come this morning
for the purpese nf making any statement or speech but for the
purpose of availing myself of the opportunity of aceing at
one time so many of my greatb and‘heloved friends whom I now
have the infreguent opporiunity of vilsiiing with.

T remember and shall aluways remeamber mnst pleasantly
wy ssrvlce not only on the Natlenal Petroleun founecil bub
the privilege of ansaciabing with all the men in this room

whs I a2m aure ave 28 fine a group of men As T have seen assembled
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with the national interest at heart and a gfoup pf people
in whom in your relatlonshlp with them you can have a
complete and unswerving confldence that they are trying fo
decide the problems in the best intereses of the natlon.

I also wanted to pay wy hlgh tribute to Ed Warren,
which I was not able to do lazt evenlng except by letter, I
think all of you know what a magnificent job he has done but
no one will ever know the long hours and effort and pewrsonal
gacrifice he has made in accompllishing a Job lilke this
except those of you who are members of the Council and have servet
in 1llke positions,

I also want to say how pleased I think you should be
to have the privilege of working with Secretary McKay., I think
I know thé general philosophy of the members of the Council
and 1t3 collective judgment and I have come to know
Mr, McKay 1nlthe past several months and ean say to you that
your philosophy in the belilef in compeitltive enterprise system
of the United States and his concur in all particularities,

I should like to mention one thing about our
problems of defense, I was told by one of my friends
recently that they thought most of the trouble we got infto in
Washington was when some fool came up with the idea he
was supposed to do his duty. We, in the Department of Defense
believe that 1t 1s our vesponsibility to keep this country

strong, keep 1t strong enough if pogsible to avoid war, and
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keep it strong enough,if war can not be avoided,to win the
war, |

We belleve, houever. we mush keep it strong within
the framework of a compatltive system of economy which 1s
not a platitvde but is the Amerilcan way of life, We helisve
that the first strong line of defense of any democrabic
society 18 & dynamlc capable system of econouwy operated
by the competiltive system,

That is the basic policy we are trylng to pursue,
It 1s not always a pleasant thing to try %o save money. You
can never qulbe remove from any community of people or from
humanity itself the dealre of having; a large portion of the
money spent in their oun home town, I was inbereated recently
in a visit to Naples and talking with Admiral Cérney; he
told me this story about his wife.

He 9ald while he was a young lieutenant his wife
was told if she would come to NewYork one of their friends
new some people in Hhe wholesale business and they could buy
Some clothes and furniture very cheaply and would
have a great many bargains. 3ince they were struggling
on a young lieutenantis salary Mrs, Carney decilded to go
along. In a few days the young lieutenant recelved a
telegram saying substantially"the bargains are not as

good as I expected. I have %o buy twilce as much to make the

$trip pay."
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I have great confldence in this team of Amerlcans
that President Elsenhower has assewbled %o direct the
destinies of this'government. I have never known a more
dedicated, a more Ssincere group of men and women in mwy life,
I feel that i% 13 an honor and a privilege %o work with
them,

I can give you the assurance that we, in the Depart-
ment of Defense, will be ever trylng to make our country
stronger and stronger but at the same time we will be trylag
to preserve that way of 1life for which our boys now and in
the past have fought and dled for,

It is really a pleasure and a privilege to be here
with you again, (Applause).

MR, RUSSELL BROWN: I want %o refer %o the problem of
imports and there 1s_a problem, I wanted to say that
problem was created because of the government in lndustry.

I was one of the supportera of the provision you referred to

in the Simpson Bill, That b1ll is designed to 1limit the effect
of government in this industry. I thought you ought to

know that slde of the picture befowre you leave, It 1s not a
desire to get more government 1n indvstry dbub 16 15 deslgned
%o create a limit heyond which government can not go in de~
stroying an indusiry.

CHATRVMAN HALLAHAN: Gentlemen, in the development of

the new Administration that came Juco oullce just a 1little more
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than 120 days ago new people and new faces appeared on the
offlclal horlzon. |

The Department of the Interior 13 an immensely
responsible and far-reaching department.

Secretary McKay has wade a classification of the
category of duties within thatb department, He has
called as an Assistant Secretary of the Interior in Charge
of the Mineral Regsources a man of distinction,a man of
fine background of experiencé, with whom we as representatives
of-the petroleum lndustry will deal divectly in the years
ahead, |

T am delighted that he has come over o g1t in
ﬂith us this morning and to have an opportunity to'observe
the actilvities and thé working of our Ceouncil in our
teamiork with the Government. I desire to introduce
at this time aﬁd.want you to kndw a man w;th whom.we willk
deal very actively as agsistant Secretary of the Interior,
Mr, Fellx Wormser.

MR, WORMSFR: WNr. Chairman, Mr, Secretary and
Fpiends, I thought I could sllp in this room inconspicuously
this morning and learn how you conduct these council meetings .
For many years I have heard of the ﬁnﬂliant work‘that
the Counclil has done in cooperation with Government.

I was delighted that your chairmen mentioned the

fact that other industries ere toying wibh the idea of
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copying your system, AS a matter of fact one of
the first things that I did when I recelved uy appointment
was to try to find out just why you operated So succensfully
and to see if there was not something we could copy in
copper, lead, cpal, or whatuhéve you, That is why I triled--1
am glad as a matter of fact, ﬁo be here this morning,

T am a neophyte in the oll industry. I found
myself last week in Tulsa brezking the lce as 1% were and
I was really suvbmerged by the hdSpitality i recelved, coming
there aa a complete stranger and knowir , only one person there
in the audience, Today I am gald to see 1 have more friends,
Mr. Lovejoy is here, whom I have known for ysars and there
are others hereﬁ-?hich makes we feel more and more ab home,
I hope as time goes_on'to knot. wore of you intimately so
that we in the Inﬁerior Department can serve you to the
best of our ability. My esteemed boss has outlined
frm time to time some of the fundamental principles to which
we, in the Interior Department are dedicated,

I was glad to see Secretary Anderson emphaslze them
again, I would much prefer at this time to 3it down and
with the simple request that you be indulgent and judge us
by the record,

T can tell you it 1s a great pleagure bto be here .
with you, to listen to your deliberations, Lo pledge you oqr

full cooperation and also to tell you that my area, Wy office,
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ig also 100 per cent deéicated to free enterprise,
Thank you. (Applause)
CHAIRMAN HALL@HAN: The next order of business I
want to call upon Mr. Endagoﬁt to submlt a progress
report at least of the committee on oil and gas exploratory
and deveiopment requirementsol
I think that committee has been organized and
13 proceeding with its assignment, and r. Ednacott,
do you have a ﬁeport to make at this session of the
Council?
MR, PAUL ENDACOTT: Mr. Chairman and Gentlemen of
the Councll because this assignment was only recently
given to the commiftee for which I spoke I have only a very
few remarks to mwake., The assignment as you can surmise from
the title 1s very broad and.it embracés bne requirements of
manpowey and materiales for the %hfee phases of the 1naustry
engaged in explortation, drilling and producing of oll and gas.,
e have abttempted to organlze this comaittee on a basis
which will reach the ohjectlves in the most efficient way
and still get.an édequate and effectlve answer and in so
doing ue haﬁe ap far worked through a coordinating committee
but now we are ready to launch forth out on the {irlng
line and I ask your cooperation as we have had it so completeiy
to date in our efforts to try vo get thilas information together

for whatever emergency use it may ever be called upon %o be
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used,

We.hope it shall not be bui we are ready to contact yon
and we assure you we ave gﬁing_to try to utilize all of
the work that has been dohe to date in the way of manpowér and
materials requirvements, whether that information 1s in the
hands of the governmental agencles, ithe Councll, the induétry,
or any place else, |

Thanlk you very much. (Applause) |

CHAIRMAN HALTLAHAN: Thank you very much, We procesd
now to the report of the Committee on Use of Radio and
Radar., |

The report”will be submitted by Mr., Littell,

- MR. LITTELL: I will endeavor 6o Summarize this
report briefly. One of the prime concerns when thils
comnittee was formed was the thought that radlo frequencles
used by the induﬁtry would basically be reserved for the
militaryarThe petroleum 1lndustry and in turn the
Natlonal Securilty and Defense will be disastrously affected
if the industries use of radlo channels were impaired in
any way.

The essentlality of the petroleum industry's uée of
#adlo was recognized and confivmad by the Nath nﬁl &ommunin
cations Conference held in Washingbton by the Federal Clvil
Defense Administration, At that time it was clearly estabe

lished that the prezent petrolsum Industry radio commnications
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facilitles ﬁere not to be distrubed in any way and that they
would be permitted to continue to operatve under Industry
control even ln a natlonal emergency.

_Theré has been soma concsen a8 Yo the extent to
which the ol snd gss iﬁdusﬁries are prosuntly uslhng radio
facilities harleally raserved to *Eé militmryg The facts
are that except for the Liamited wos of FThree Shoran freguali-
cles, all of the radin freguencies now wied Ly the indusbyy
are non-wilitary frequencies, A% the presant %3me, ihe
military recognlzes the emsentlaliby of pebroleum SnduUB%ry wec
of radlo to such an important degree that it i1s unlikely
that this use uould be disturbed by the military even in a
nationai emergency .,

The report conbalns detailsed and specific
information pertailning ﬁo the history of radlo, hlstory of
the ugse of radio and rader and treata radio usage of -each
branch of the industry as a separate subjJect. There 1s also
2 section devoted to the National Petroleum Frequency Coordinaf-
ing Association . which describes the function of that.
assoclation in recommending radio frequencies %o be used by
‘licensees of the Petroleum Radio Service. The Petroleum
Induatry has,with lts characteristic foresight, organized
a central committee on radilo facilities within the {rame-
worlk of the Division of the Transportatlon of the American

petroieum Institute. This commithee includes broad
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repraesentation of all phases of the uvse of radlo and
radar and haz accomplished significant results 1in lus
handling of industry radio problems, I would like Go make men-
tilon of the recommendations of this committee 3o that they
willl be understood if any questilons arise we might he
able to anawer them,

Physical limitations. The physical limitatlons
of the radio spectrum and the evergrowing demand fov
freqguencies to serve the commnication needs of an expanding
economy, make competl tion for spectrum space ever keener
and more pressing, Radlo 18 a dynamic, rather than a statilc
field. Protection of the petroleum Induatry's stake in
radio demands constant wigilance. The use oé radio and radar
b 'the petroleum and natural gas industry has become S0
comprehensive that it 1s no exaggeration to state that the
industry is dependent upon these facllities to a critical
degree in all of its operationa. |

This report outlines, somewhat 1n detall, the
use being wade in many important fields of petroleum Industry
operatlon, The frequencles now availlable for use are listed
and a detalled descriptlon of the uses being made of them
is included, Based upon the caveful study and considération
given this subjeect by the COmmittee, we desire to aubmlb ﬁerewiﬁh
the following pertinent recowmendations:

' i
1. The National Petroleum Council should continu%
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to_give careful study and conslderation to the industry's
radio and radar uses and to make further reporta on thi;
matter from time %Ho time a9 significant radlo developmenis
affecting the industry's operations occur,

2, The appro@riaﬁe governmental agencles having
an lmportant interest in'these matters shduld be fully
informed of the indﬁstry!s needa in this fleld and of the
manner in which radio en;bles this industry to provide for the
national defense and to ssrve the public welfara.

3, A1l radio matters of industry-wide concern
should be left in the capable hands of the American Petroleum
Institutet!s Cenbral Commlttee on Radilo Facilitieé, whose
record of.acoomplishment in this field cannot be surpassed,.

L, A1l companies using or contemplating using radio
in their operations should partilcipate in the work of the
Central Commlttee on Radio Facllitiles, through represenﬁation
on that committee. | ”

5. The National Peitroleum Radio Frequency Coor-
dinating Associatlon 1s in need of competent englneering
to assist in frequency coordinatiqn work and all companies
should make personnel who have the qualifications for such
work available for thils purpose,

6, It 1s important that the industry itself be

fully apprised of the extenslve use belng made of radio

facilities within the industry and that all levels of the
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industyy comprehend the essentiaiity"of_suchusagey.

That summarizes the recommendationé. At this tilme
I would like to point out that we have received fing cooper-
ation from the Féderal Communications and Bureau of Safaty |
and Special Radio Services pﬁrticulérly in providing
radio fregquencies for our use.

The Commission showed wide and incelligent
appreciatlon of the 1ndustry's problema in the past and

continued cooperabive effort through the conmitiee'’s organliza-
tion can be expected to assure sound solution of o;r future
problems.
| | Thank you.
CHATRMAN HALLAHAN: Thank you, Mr, Littel, Are
there any questions in connectlon with the report you have
Juat heard? This represents a tremendous amount; of

worlk, Mr. Littell, upon the part of your committee.

Mr. Littell woves the adoptlon of the committeels

-~

report,
Is thefe a second?
(The motion was seconded and carried.)
CHATRMAM HALLAHAN:  The report 1s unahimonsly
adopted.

General Fred H, Johnson, United States Air Force,
Chief Office of Petroleum Programs Munitions Board and

Chairman of the Munltions Board Joint Petroleun Comnilttee.
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General Johnson.

GENERAL JOHNSON:  Mr.Chalrman, Members of the
Comncill, i1t 1s always an honor and a privilege to
participate in your discussions here and to observe the
function of this Council, I assure you the Dapartment of
Defense gets an awful lot out of Ghe repoﬁts snd information
which come to uws through your counsal, I want to take this
opportunlty to éxpress my own personal apprecimion for
the work of Ed Warren as Deputy Pebtroleum Adminlstrator,

I probably have had more intimate contact with Ed
than anyone else inlthe Departient of Defense and I can
tell you that he certainly ﬁhas én understanding of industry
and although sometlimes our views are nof exactiy comparable,
we seem to get'the job done and I cannot think of a
finer man to work with.

Qupr staffs are coopefating continuously and ﬁe
don:t hold anything back one way or another, It 18 rather
excess talking to follow the able Secretary Anderson of the
Navy and I cannot add much to his comments,

I can assure you that the new administration in the
Dapartment of Defense frow Secretary Wilson on down tthUQh
cach department ére going to0 be assured and assure themselves
that they get the maximum use out of the money available
for the wmaximum of natlonal security.

Petroleum 18 no exception. If they can find ways



and means of improving the efficiency ;n which ue
gpend our money assigned to petroleum they ave going to dé
it.

| We have already had indilcatlons of %heir interest in
that field. I might say that thsy are checking up,as far as I
know _have uncovered no Tields where major sSavings in the
taxpayer's doliar-~they have gone inte our methods of pro~
curement; ouwir ﬁ?ganizaﬁion and have so far seen flt to |
meke no radlcal chamges¢

& do not {oresee any radical changes 1ln the
fubture,

However, they are certalnly not leaving any =tone
unturnéd to find out 1f we cannot get wmore power and more apeed
and more'efficiency and more national security for less
money.

Petroleunm along with everything elae,

Probably in theilr review of the Natlonal Security
Program there may be some changed In the over-all rate or
schedule of defense expenddtures.

If there are, there will be some effect In the
petroleum portlon of those defense expendltures, It l1s
too early to clearly define the pattern that those changes
wight take, Certainly they are not going to be radical
in the near fubure.

Colonel Broun of the Armed Services Petroleum Purchasing
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Agency will vefer for you 1ln detail to Some of the experiences
he ha® had during the last flscal year and will give
you more detailed information on our flsecal year 1954 outlook.
That 1s all and thank you very mach, (Applause)
CHAIRMAN HALLAHAN: Thank you; Genepal;.
Colone} Douglas R, Brown, Unmted States Air
Force, Executlve officer of the Armed Services Petroleum
Purchashing fgency. '
Colonel Brown, may you cOmé forward at this time,
please, 8ir? | | |
COLONEL BROWN: Mr., Chalirman and_Members of the
National Petroléum Couneil, of course it is always a
pleasure for melto appear.hére because you gentlemen are
practically my bread and butter, Withous you I do nob
have any buginess,
The Armed Serviées Petroleur Puvchasing
Agency is going To be a buiid ﬁus;Jess¢
Before I discuss.the new fiscal year howevéer I would
first 1like to duell a few moments on fiscal year 1953
which ends at %he end,of‘June,‘lgés, as you Umow,
A1l in all, we have been extremely successful in
this year 1053 fiscal 1953 in contracting for our
entire requirements with the exception of approximately a
half million barrvels of 115-145, I think thaﬁ it

should be recognized that the meeting of this 115-145



o7

requirément'wés a very difficult Job.

Had 1% not been for people like Ed Warren and
Genefal Davis and Ray Jacksbn and other mewbers of
DPAD it would have been practically impossible becauvge mich
of it was high cost incremental fuel which required expensilve
transportation of components from plant to plant and actually
industry, I believe was nob necessarily favorable toward
producing some of 1%,

They did it in an effort Vo help the military
and through‘the cooperation of people like PAD, We would
like to close the deficit we have of this halr;million
barvels by June 30 1f possible, by .ﬁlacingathié“'
quantity under contract even though delivery can not be
expected in thils fiscal year, We couwld Take delivery in
fiscal 1954 if necessary,

In so Par as that product is concerned which is
glready under contract we are more than anxious that it be
delivered so-that we can have.it in actual inventory in
possesglon of fhe wilitary by the end of the fiscal year 1953.

Now that is going to be difficult  1n some cased,
There 18 considerable Sllppage on contracté. ﬁe would like
for you Lo take a look at that pleture and see if you can
get ags much of 1t out for us as possible., 1% is no good to
us unless 1t is In our inventory. If industry, on the

other hand, expsrilences delivery on the part of the
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military departments in taking thils product when it 1s

 ready in your refineries we would like to be 8o informed

iﬁ order that we might make arrangements to expedlite its
lifting,

As can be noted by the build I ;ﬁi‘antionéd, which
will be available for procurement in 1954, theve is a substan-
tlal Increase in total product requirements., |

1t 1s almost all the way across the board.'

In 115-145 grade which has been the crlvical item, we have
an increased reguirvement of 5 wlllion barrels over fiscal
1953.

Offers received from industry against the increased
program are extremely encouraging a2t thls time, It is
antlclpated that very 1i%tle difficulty will be experienced
in fiscal year 1954 in meeting most of the reguirements,

Part of this probably 1ls because we will not have
to do as much converting from 100-130 to grade as we
did this year and becauvse many of you have geared your
production to meet heavier reguirements.

In my last presentation before you gentlemen I
adked that you consider the mllitary as one of your
regular customers and plan your production schedules accord-
ingly. Your response has been mogt grétifying as‘
reflected by Eh'e fact that you did meet 21l our demands for

1953 with the exception of 115 which is understandable
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and the fact that you afe prepared to weeh the increatad
demand for fiscal year 1954,

Another matter I belleve is worthy of dlscussilon
in addition to the procurement for 1950 15 the alkéiatinn
pfogram. In previcus sessions wiﬁh the Councll the need fov
expandedalkﬂlationfaciiities was expredsed with both the
military and %the Council,

As a result of your efforts conslderable program
has begn made in promulgating and starting'an:alkalatian
facllity construction.

Much of this activilbty has been performed by
industry without benefilt of the five-year Government Guaranty
contract, This is most encouraging to the ASPPA not only from
the standpoint thatmech of induatry is pérforming this tashk
on their ouwn, thelr oun funds, but also because bf the
interest shown by many companies in the Government contract which
s offered by ASPPA,

In thls connectirn we had previously discovered that .
many companies Indicated a desive to constructmfalkalation
facllities but were limited on capltal ﬁhieh could be used
for this purpose.

This obstacle has now been overconse by a new
plan whereby lmmediate relmbursement can be offered o the
refiner to cover thia constructlen cost from Government funds.

Under this alternate facllities contract plan the .
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contractor will retain legal tltle to the facility but will
hold such %$itle for the beneflt of and subJect to the
interests of government., The funds advanced will be
recouped by Gevernment in part through savings in the output and
gas sales prlces and through disposition of plants facllitiles,

In the purchase price the Government will save the
portion of the normal sales price ﬁhich would.constitute dg -
preciatioﬁ and interest on the investment. TFurther govern-
ment savings wlll be ¢ffected through a reduced-all@wance‘for
profit, management, and bohtingency.

In the event government does not require product,
the refiner would be permittedto operate the plant for‘his oun
account, |

Recommend reimbursing government én-apprppriate
charge, use charge based Qn government 's investment,l

Whenever the plant is not ope;ated the Government
will reimburse the refiner the cost of standby. Thils
aJiernate plan does not supplant the orignal capaclty
alkalstion facilities underwrliing plan‘which affords
geater earnings to the refiner in the séles price and
accelerated tax awnrblzation and provides other significant
advantages to she refiner,

In respect to this program we have 8ine the
last meeting signed one contract which will give us .

fifteen hundred barrels a day.
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We have anothér one at the present time, 1t may be
signed today, my people are at the company working now,

We have other active prospects who are maldng
aurveys on their plants to enber irto these contracts which
appears it will gilve us appreximetely 7 or 8 thousand
barrels additional.

As jou lnow we have & 31,0200 barrel goal so we have
guite a blt to go.

In this final meeting with you gentlemen 1n filscal
1053 n behalf of the ASPPA I would like to leave this
thovzht.

The ASPPA has experienced the biggest year of its
1ife, Mofe product has been bought and more product has been
delivered on a world-wide basis,

We havs shipped approximately 50 and 60 per cent
of the total tonnage that millbary has moved In overseas
areas, petroleuﬁ has been an'amful big item,

No fighting foree has lacked fuel at any time Ilrrespec-
tive of this ﬁig requirement.

This has been made possible primarlly through
the cooperative efforts of you gentlemén who belong tothils Councl

Thank you very much, (Applause)

CEAIRMAN HALLAHAN: | Onhe of the important matters
before the Council at this time is the recommendation of

personnel particularxy ag a successor to the Deputy
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Petroleum Adminigtrator, Mr, Ed, Warren.

This matter is in the hmnds of a committee of:” .. -
which Mr, W. Alton Jones is the Chalrwman,

This committee has been gilving a lot of attention
to this very important problem. I hope Mr. Jones at least
can make a progress report o the Councll at‘this time,

MR, W. ALEON’JONES: ‘Mr. Chairmen. as you know and most
of the members know, Ed Warren's tverm of service 1S £inished
on the first of July and %o pe sure he was not held
over past that deadline he has engaged passage to the North
Cape for the second 6f July so it is incumbent upon the
commitbtee to find a successor,

That successor has been suggested or the
group of men have been suggested by'fhe PAD and we are
endeavoring to nail one of them down,

T had hoped,Mr, Chairman, at this time to be able
to report that we had a successor but unfortunately I cantt
so repors, It is of the highest importance tha®t we keep tﬁe
gtandards of personnel up to previous levels 1if pogsible, 1
imow 1t 13 going to be dlfficuls to find a man to do a job
gsuch as Ed Warven has done and ags Bruce Brown before him did
but we have a man lined up who we think wlll measure
up. There ls, of course, a tendency on the part of many

men asked to come here now that feel we ave in the liguida-

tion atage of PAD.
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They do not like td come in to the atmosphere of
liguidation. Some in an emergency or ouf~and-out war would
feel a dutyrand the request was more or 1ess a demand but
‘now they are able to put up an arguments, you do not need me,
~you are about to close i1t up.

I do not know anything that justifies that conclusion
and I ¥mow most of us who have gilven coﬁaiderabionto the
problem would agree it would be tragile if we do not supply
the high class personnel for the PAD tvhat they need to
carry on, I think it is particularly 1lmportant ﬁith the new
administration some members of whom héve not had the chance
%o acquaint themselves as they will uwltimately with our
industry.

Mr. Wormser has sald that many of the new men here
who are highly competent are not familiar with the personnel,
the organization, and the petroleum business, and it is
especlally important that we provide them with the
help they need from industey.

I mean by that first class and top flight execubtive
peraonnel, If some of you mean are asked to give up first
¢lass men please remember it is just as much a contimuing
obligation now as 1t was when we were In the {ighting war
in the fortles and in fhe Koraan situation in 1ts early
atages, I am soryry, Mr. Chalrman, I cannot report definitelj

that we have a wan but I hope before the week 15 oukb that
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we will héve a candldate or ét least a replacement for
Mr. Wrren and we might pub him'on notice now that we 
could get him & reservation on a later sghip 1ln case of our
fallure.

CHAIRMAN HALLAHAN: He is going %o miss the corona-
tion anyway. | |

" B4, we really are trying to make it ao_that'you

.cén-get away on the éecbnd of July, first of‘July.  If
you have do that, this will be the last meeting of the
Council in which you will appear as the Deputy Petroleun
Administrator for Defense,

I am sure, however, that you will be back as a _'
‘mewber of the Councll in the near fubure and ﬁelcome"you
there,

You will always be one of us, Now, Mr. Warren, I
would like to turn the meeting over to you with the idea
of your presenting Such mewhers of the staff of PAD whom you
think shou ~  “~ke a report on matters for ﬁhe information of the
Council and then for the conclusion ofhyour remarks, Mr,
Warren,
| MR, WARREN: After the dinner last night I uent
home and to0ld my wife, I wish you had been there, you do nﬁt
lmow what a hell of a guy you have been living with. And she

pald"don't kid me,"
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Wé have a number of the staff that awe leaving
within the next month and I would like to Introduce them
to you,

I am sorry that time will not permit or we really do
not have problems of sufficient importance for them to‘
discuss them with you.

Is Mr. Richard P, Walsh here? Mr, Walsh has left
has left PAD about two months ago as Director of the Natural
Gassline Division. |

Mr., Emmett Vaughey who has been director of the
Domestiec Production Branch, an Indsependent from Jackson,
Mississippl, is leaving on July 1.

| I would lile to have Mr. Vaughey stand up, (Applause)
' Anotheyr man who will be departing soon has

been director of Infomatlon and I think that everybody that
has had any connection with him lmows that he has done a
splendid job, He came in to PAD wilth very 1itf1erknow1edge

‘of the oil industry, he absorbed 1t very quickly, his
relations with the press and withthe pollcy that we have

had in PAD of llving in a glass bowi,‘I think Bryant Putney
has done an outstanding jJob and I would like %o have

Bryant stand if he is here, Mr. Putney. (Applause.)

I do not know whéther he 18 here with us today but
he was at the banguet last night, the Dirvector of the.

Marketing Division which we abolished aeome two or three months
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ago, Mr, William H. Midwinter,

Mr., J. Arthur Kelleylwho is Associate Chief
Counsel left last week. Is he here?

Mr. Barrett Herr, I am sure he is not here,
agglatant director in the gas-~--he was dilrector 1ln the gas
branch of PAD,

Is Mr, Herr here?

Is Mr, Alan Cullman here? I kmow the next three
men, Mr, Charles J. Hedlund who has been director of the
program division and is returning to his company on June 15
who has done an outstanding'job for PAD and represented
PAD on the Petroleum Planning workling staff of NATO.

Mr, Hedlund. (Applause)

Following Richard Nelson as director of Materilals
and coming from Bartlesville, Oklahoma the Cltles Servigé
011 Company, we had Mr. Harrils Bateman who has been with us
now almost a year and 1is ieaving on July 1, IMr, Bateman,
{Applause)

Among the assistaqt directoré who willl be_leaving
Soon is Mr. Byron E, Francis of the Natural Gas Division,
My, Francils, From the ILegal Division, Aaslatant to the
Chief Counsel, Mr, Havrry W. Frazee,. (Applause)

For the Materials Coordinator Mr._Roy M. Fly.
(Applause)

This man left about a wmonth ago to refurn to hia
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company, he was assistant director‘of domestic_ supply
and transportation., Mr. Giallorenzl, (Applause)

Comlng from my home touwn and from the Humble
011 Cowpany %o serve as asslstant direqtbr and Acting
Director of the Natural Gasoline Divisicn 18 wy good
friend Harold Hensley. (Applause)

Mr, Hugh R. Lawberth who has taken another positlon
in Government but was assistant director of the Materials
Division,

1 do not know whether Hugh 1s here or not,

Mr. Paul Shea, Assistant Director of Supply and
Tranaportation Division is leaving shortly, Mr. Shea.
{(Applause)

Mr, Farl L., Struwe, also has left to take another
position in government, assistant director in the materials
division, |

Thé Acting Assistant Depuby Administrator that
took the place of Mr, Howard Noyes who is returning %o his
company on July 1 is Mr, Oscar W. Morton. (Applausa)

I do not believe Howard Neyes is here today.

Coming from CIO 01l Field Workem Unlon, a2 man
who has been with us over a year and a half who has partlcl-
pated in all our committee meetings and attended all of them
and who has veally bourhg to the group a lot of underatanding

and who I sald last night that everybody who has come 1n‘
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contact with him has the utmost rvespect is Caxrl Matbtern who 18
leaving in the next two days,

Mr. Mattern. (Applause)

I guess he already left.

The next three men who ave leaving this coming wmonth
I am going to call on for a few words, First I would likes To
call on Mr. Willlam Simon, Chief Counsel who willl leave on
June 30. I might say thaﬁ the Secreﬁary kind of refers to him as
"Mpr, Brains" and I will go along with this, Mf, Simon,
(Applauée.)

MR, SIMON; Mz, Chairman, Ladles and Gentlémen: I
have discussed the status of the Defense Productién Act
which expires June 30, 1953 atb tné 1ast‘two meetings of the
Council, As you kmow the Defense Productilcn Act is the
basis for all of the statubory euthority of PAD. If Is
my purposenouw Lo bring you up to date. Last week tﬁe Senate
passed a bill which would extend the Dgfense Production
Act_fbr two years frow June 30, 1953,

The provisions of existing law with respect to
the employment of-without-compensation persdnnel,voluntary
agreements and other so=called housekeeping provisions remain
unchanged,

The.provisions of existing law wlth respectio
the allocation and granting of priorities for the

‘distribution of materials remaln gubstantilally unchanged.
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As passed by the Senate the p1ll would restrict
authority to allocate materlals %o meebing the needs of
the military, the Atomle Energy Commission and directly
related activltles,

This means that FAD can not after June 30 allo-
cate materials unless they arve felaﬁed to military or
Atomic Energy needs or unleas a Qritical maerlal eassentlal
to the National Defense so scarce thaf National Defense
needs can not be met without creating a significant
dislocuetion of nornmal distriﬁution;

Authority under the Defense FProduction Act bo
control wages and ﬁricea expired on April 30, 1953. The
bill a8 has been passed by the Senate authorizes a 90~déy
freeze over wages and prices ln vhe event of & declaration
of war or a natlonal eﬁergency declared by the Congress,

Further the bill would deny the administration the
authority to e¢xempt any specific ltem from & {reeze,

The House committee 18 now holding hearings on the
bill as paszed by the Senate. Except for the possible or
perhaps probable elimination of 2ll the provisions relabting ﬁo
wage and price controls, which relatively are of little |
value because of the restrictions in the Benate Blll, it is
not currently anticlpated that the House wlll make any
gubstantlal changes in the bill as passed by the Senate.

Tt has been a greatpleasure and a high privilege to have

)
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served as assiatant deputy administrator and general counsel
of the Petroleum Administration for Defense and in leaving I
takke great pride in having Served with some of the moat

able people of this great Industry,

Thank you. (Applause)

MR, WARREN: Mr,‘J,'E. Brént@y who many of you know
very well is 1eaving %0 go doun and build a place on his
- Florlda plantatlon on the first of June,

" Mr, Dvantly - has been a wember of the Petroleum Plannirg
Committee.of NATG, héé béen aésistant deputy in charge of
foreign opérations, has certainly done a splendid Jjob in PAD
and I would like to ask Mr, Brantly for just a few remurks,

I really did not give him any warn;ng o£ thia,
(Applause)

MR, ERANTI¥: Mr. Warzen, Mr, Chairman, Members of
.the National Petroleum Council, Guests, particularly those
who are wmembers of PAD, I am leaving tomorrow after having
sefved a tour of duty of some 13 months. During that’ perlod
I have had the pleasant privilege of attending seveﬁal'of
these meetings and I should like to compliment the Natior-.i
Petroleum Councill on Gthe magnificent work that it 1is
doing, a most important work,

It has been a privilege %o Serve with PAD for several
reésons, fifst, I have had the opportunity of serving ﬁy

government at a time when some service was needed, some
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asgistance needed by soméoné.

I haﬁe had the privilege of serving the industry
at the same tine,

Tt has been a great pleasure and a privilege to have
served with the very fine organization of which PAD 18 composéd(

The wajority of them or at least a great nuwber ave
from industry, many sent here by the prganization of which
you gentlemen ave the heads,

There_are_also wany who ave clvil servants whosa
-careers lie 1n Government.

| I £ind them all equally intelligent, industrious,

and with one thing In mind and that 1ls the service of their
country. .

fAD has worked most effective 1y as a liaison
organization between industry and goverament bub at the same
time it has been very definltely a mewber of government aﬁd
not indﬁatry. | it has been astounding to me how men who
have given their lives Go industry, some of them 30
years or more, and yet in this organizatbn with which I have
been associated they are government wen, they are not
industry men, That 1ls somebhing of which our government
and our Industry can be extremgly proud in that men can
| push their personel interests_in the background, thelr
interests of their lives in the background and serve

those interests bf'the people as a whole.
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Mention has been made of the ilmportance of the
National Petroleum Council not onlyfor the Petroleum
industry but for otherindustries--that 1s, similar organiza-
tions.

I am thoroughly ~in accord with vhat and have
been for a great perilod of Gtime hut I am goling é little
further., I belleve that organizations of the sype of PAD are
important -in government. industry organizatlons that'
are paased over to Government 1in a hrief rotating period
that will serve government and will be ine;position to smooth
out many of the misunderstandings that do occur and
will occur in an increagingly complicated system of govern-
ment and ihdustry,

That is not government control of industry, gentlemen,
That ig industry working in government and working with
government,

I am leaving the industry now as Ed has sald
after some 35 years of service, I am going out on
the pasture. I have been turned out o graze-now, But in
passing I should llke to expresd one more appreclation and
that is of havlng served wlth Ed Warren, E4d and I have
been friends for many years but when you serveé c}ose.to
a man for 12 or 13 months as I have you know much'mére
about him than you could ever imow from casuai friendships

and I should like to szay that every complimgntary remark that
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was made of Ed last night and todey is fully justified and -
many more,

Thank you, gentlemen. {Applause)

MR, WAHREN; T wish I could make a speech like
Ned Brantly. I would have used it last night,

The next man 1s Mr, C. E, Davis who has heen with
PAD for & longer period than anybody else fvom Government
f£irat as a director of the Domestic Refining Branch,;
secondly as assistaht Depubty in Charge of Domestle
Operationa and mﬁre recently the last four or five months as
Associate Depuiy ané who has brought to PAD an intimate
nowledge with a background of a world of experience of
refining problema and product procurement problems.

I would likelto ask him to talk to you now Some-~
what about the expansion goals and perhaps a llttle about
alkalation., I, Davis. (Applause)

MR, DAVIS: Mr. Warren, Mr. Chairman, Members of
the Councill.and Guests: Before I shave in the morhiﬁg
every day ny beaﬁd gets longer and grayer and 1 am beginning
to think fhat T am practically doomed for 1ife but I have
been informed that I am going to be sprung this June and I
am loolking foruward to an early veturn to industrya |

Tt has been a very gratifying experilence;Il have
enjoyed every mlnute and every month of 1t and I can almost

gsay every year of it'now. It is something that I am sure
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I will treasure for many years, All the Assoclablons with
the members of the councll, the peoplé,ﬁhat have been made
both in government and in industry which come Gto very feuw
people~-I have enjoyed them all,

Consequently I consider it indeed a great privilege
for having had the opportunity to work as I have in the
geveral jobs in PAD,

: mr, Warren suggested that I'ahould revilew for you
some of the programs and the-status under those programd, I
propose tomake it qulte brief since J know most of 1T
wlll probably soﬁnd familiar to you from press releases
and‘things that welhave already issued.

But T would like %o start by taking about Ghe
expansion of natur . gas flrst, We have as a uwhole
1,080,000 barrels per day of Natural gas llguids estahlished
early in 1951 which calls for an Increase of
103,000 barrels per day. As of June 30 we will have
completed T4,000 barrels per day of that objectlve increase
in capacity but by December 31 we uilll have 6ompleted to
a total capacity of 1,050,000 barrels per day which is
10,000 barrels per day over the established goal, with |
a probabllity of sowe slippage 1t looks to be almost exactly
the objectlve.

In the supply and transporiatlon area, Tor plpelines

we have a fotal objective of 185,000 miles of pineline
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of which 19,700 mlles represents the establishe& goal for the
peried ending thils year. _
We are considerably short of that and I think
Mr, wérren will talk some wore aboubt the goals in general,
| I would say as of December 31 our accomplishment
under the goal by increased capacity will represent 8400
mlles of new capacity against a kotal of 10;056 mi.les
of ﬁew K‘capacity which has béen aubthorized and 13 under
progress,
In the tankage installations we have as an obJection
153 million barrels of total tankage. That would increase
the total évaﬂable tankage in the countyry to 1,250,000,000
barrels and of that 13 million bharrels has been completed as
of April 30,
A8 of December 31, the completlon flgure will
rise to 77,756,000 barrels and a total of 90,600,000 barrels
has been approved and is undéf oonstructionand will be |
completed in later wonths,
In the refining area we have as of December 3l
an objective o goal 6f 8,300,000 barrels per day of total
refining capaclty,
Az of now we estlmate the assuced capacity on
December 31, 195 as.8;99,000 barrels per day. We have the
end objective of 8,800,000 barrels per day against which we

nave comnibtments and construction in. progress of 8,463,000
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barrels per day.

Tt wlll be indicated that that will be gomewhat
ghort of the total estimated as %o be completed av the end of
the program, Benzene and toluene are suﬁjecta.in which PAD
haé expanded their programs and both of those are substantl-
ally completed.

Iﬁ the benzene construction we had a goal of
130 wmillion gallons per year which represented thg larger
part of the total goal establ;shed on that particulér product.
And in toluene we had 102 milllon gallons per year and a
goal for'end completion,

"Agsured pfojects under construction are completaed
will £1l11 the benzene gdld almost ch the nose and éxceeds
she toluene goal by approximately 350 million gallona a year,

A lot of pecpble have commented from tlme to time
on PAD?S jube oil program, Mest of it has not been
very c;mplimentary. We have establlshed a wartlme program
for lubricating olls which would indicate the necesslty for

having an additional 23,000 barrels per day of FVI capaclty’
over the amount now available,

Coming at a perioﬁ where there is adeguate lube oil
capacity for the all-foreseeable demands ghort of warithaﬁ goal
has daused.some commerit. I want to polnt oub toAclafify
the poaition of PAD in this respect. which I can do by Jjust

raferring to the press release we issued at the Gtlme this
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goal was referred to, In February, 1953,

"mhis is a capacity more thén gufficlent, referring
to the present existing capacity, fo meet both domestic
and export demands under present conditlons of defenas
mobllizatlon,

“The 182,000 barrels a day capaclty would not
be adequate in the event of an all-out wer "

That was established az avallable for new
construction for the purpose of allocation of materials and
the availability of accelerated tax amortization and
was considered as a desirvable goal in the event of_war.

Now we have the same'type of thing in alkalation ca-
pacity. We have in view alkalatinn capacity estimated to be
adeguate to supply the requirements of military and commercial
aviation short of war when the program as now established hasg
been completed, .

We have not enough capaclty to meet the reguirements
in case of war. So there agaln we have a goal for alkalatlon
capaclty whieh is considered of much greater importance
because there is o alternative, I say much greater
importance than lube oll. There is no alternative in the
availability of aviation except through the use of alkalaba,

This goal of 30,000 barrels per day Colonel Broun
veferred to in his talk to you 18 being pushed as rapldly

as possible with the use of the facilities contract and
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encouragement of all of us to expand wherever.possible to
reach this final objective. Only recentiy this program
has been referred to the president and the National Seourity
Council of which he 18 chailrmznand they have endoraed it strongly
as beilng a necessary objective if we are goling %o prepare
in this important field of requirvements.

¥inally in construction, rather in production, our
level of drilling, of course ig running about.the same a8 last
year, As of May 16 we had completed 17,191 wells which 1s
‘only 9/10ths of one per cent drilled last year at this time,

That 18 in spibe of the fact that there 1s more than
250 less rotary vigg active or O per cent leas than ladt
year.

CHAIRMAN HALLAHAN: What perlod did that-covér?

MR, DAVIS: As of Vay 16,

CHAIRMAN HALLAHAN: May 167

MR, DAVIS: Yes, May 16. It can aleo be noted
that in spite of that sawe number of wells,.thé number -
of dry holes has Increased by .3 per cent dur;ng the same
period, With the same number of wells drilled as last year
we arercompleting 5.5 per cent oillwellsa

A1l thils is an Indication 1% is becoming more
difficult to find it, it has to be drilled more often to geb 1t
011 country tubular goods are essentlally as forecast at the

1ast meeting of the Council, stilltight, tubular productlon
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is ahead,

Produ_c’cion is up for Gthe third quarﬁer and suppliers
have given indlcations that the fﬁurth guarter will also be
very full,

That concludes a brief veview of the gtatus of our
programs and expansion, and ao forth.

I would llke %o close by adding my swmall blt o
the many fine‘things that have been 9aid aboub Mr. Warren;

I for oherhave found him %o be extremely helpful, a tower of
Btrength'and‘a finé frisnd, and I welcome the opporiunlty
to be here with him, (Applause) .

MR, WIISON: I bhink I wonld like bo express m
behalf of the Councll ﬁarticulr; appreciatlon of the Job
Dean Davie hag done, He has worked ih a variety of
assilgnments, he‘stayed 15nger than he agreed %o
gtay because he was hard to replace.

T am sure I speak the gentiments of everyone
here. | |

CHAIRMAN HALLAHAN: May we have a rising vote of
appreciation, (Applause) |

MR, WARREN: We have one other man who 18 1eaving'
shortly that I falled ©o introduce before, My. Richard L. All-
britain, (Applause).

Reading thig 1ist I am afrald meny of you may geb

the impression that we are golng out of business, We have-'
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reduced the organization compatible to the vresponsibllitiles
that we have remaining,

We do no%t know what we willl have in the way of a
 budget. Our budget has been sent over and we have made
representatives before the Burea of the Budget, Then 16
will have to go to Congress, But on July 1 ﬁe are shotting
for a staff of 78 people of which 20 “will be with 0CS
ffom Industry,

I am.nct'going to revieuw bhose responsibilities,

We took 1% up ét the last Council mecting and there has
béen very few changee cince that tiwme,

' ﬁoughly we have this matter of 2lkalation facllities
and aviation gaﬂoline procurement, the matter of the progran
divisiah.cﬁjcying on the various studles, we have the
work in the forelgn divisions on the volun#arg agreament
which incidentally will probably be very much restricted
td‘Just that area of aviation gasoline *° Lu e#port guotas
are based on and then we 9%111 have the matber of accelefated
tax amortization, all the projects within the Industry that
come within that Jurisdictlon are processed by ?AD and
recommendationé are made, Besldes that there i3 the
vegular work carried on in peacetime by the oil and gas
divisiocn.

In looking over the availability report, I fesl

that 1% 1s perfectly sound from the standpoint of making
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e comparison like it was made 1n previous years but I do
want to point out one thing, the difference between availe-
abllity and January production is not the same as tae
average production durlng the year.

The difference in requivements or demand
between, maximum differences, between seasons runs
as highlas 800,000 barrels per day. We are antlcipating thab
on the basis of our crystal ball gazing , there will be a
demand over the year of'afound 6,400,000 barrels per day
plus 650,000 barrels in ~ gezSoline which would give
ue on the average a mililon Dhé‘hundred thousand barrvels,

T lmow you can pufk severéi interpretations on
that but T tﬁought T would bring that point out,

It has heen brought out many times how much oil
do we need for securlsy? Well, really theve 1s not any
answer o tha# that can be put out in tens of barrels or
hundreda of bharrels,

Security really means the availability of products
at tﬁe place where they are needed and it takes avallabillty
of refining capaclty of transportation and also crude oll
in order to wake products available;

Again we have to make sssumptions and assumptions
are based on judgwent of what we will need in the way ofj
reguirements which largely come from the military and mhen

we will need 1t and how we will need 1t and where we will need
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it. To point out the importance of critical--if we lmaw

we were going o havewér=within 81lx months on a certaln

date there is not any question that we would have %o change
pur ecpnomy tomorrow and get vight down to the point of
bending all our offorts in preparing for that war., That was
more or less the assuuwption in 1950, We were pointing towards
.8 time~of =danger verlod,

As yon all know; the present administration's
judgment on epritlecality l1s that we are preparing fornan age
nf peril or an era of peril rather than a parvticular day.

That makes a big difference because 1t wmeans
thattﬁa Civilian econowy can not be disrupited as much ag it

weuld be in an all-out war preparabit

Another thing I want to bring out is this matter of
expansion gnalé. Dean Davis touched on it and I want to

rovieuw hﬁw they were first estéb;iéhed, They uwere not
estahlished for the Petroleum Iﬁdustry alone but they
were estabhlished in every basic industry, steels, chemigcals,
eﬁerﬁthing that had something to do wiﬁh our econcomy.

They wevre established by the'varidus agenclea that
had the jurisdiction of those varlous indudtrial responsi-
bilities, These goals really only have one purpose in PAD,
One nf them wes to set somethling that would be relative wlth
tba axpansion of other industries so the net gffort of the

defanse effort would he somewhat in 11nea
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They were set up not as a program but a8 a means
of determining the relative amount of steel that petroleum
ought to get say with other Industiries, the rallvroads,
the steamghips, or other industries thab demanded steel,

Really, and I think Bruce Brown brought this-out,
that the goals were not a prngram. They were somebhing that
they shoot at and they were used as a ‘bagis of velative
importance, |

I am bringing this out becauee ue have had this
55,000-well figure put out many $imes and that was our
goal, It was the thing we used bafore the Steel Regqulremsnts
-Commiﬁtee in order to get the share of steel that we feel
the Petroleum Industry should have, The same way in pipeline,
We have had aigoal that was almont double what construction was
and 1t shows how unreélistic asemetimes these goals can beconme,

As a matter of fact in plpeline wé had.the natural
gas branch and supply and gtransportation on the other silde
competing for the same type of materla. and it was hard for yovu
to keep down either one of their goals because they were out
in a trading posltion.

We feel, without subsequent difficuliies, or
government controls or allocatlons that the real long range
sacurlty of our country as far as petroleumﬁis concerned
18 to keep up the competition and the enterprise b:E' the

1ndustry 1ltselif and that those goals wlll be more oF less
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estabiished on that basis.

I want to refer o Secrebary McKay's remarks and
that is the matter of luports., I really wa; golng to make
quite a statement on thils but I decided not to. Bub at
thils time ﬁhen there are adjuatments in the Indsutry ue feel
that the lmportt should be curtalled along with domestic
production but in calling for industrial statesmanship
At has to come from both sides,

It is a matter of some tolerance in achleving
that goal, Ireally do not have anything else tn add, This
Just a shortwshot-gun expressipﬁ. I want to again say
that for the PAD group 1£_hae been one of my greatest
pleasures bto serve on the team of people who are
as capable and objective as they have begn during this
past year, Thank you very much. (Applause.)

CHATRMAN HALLAHAN: Well, ageh, Mr, Warren, lab
me say to you that as oll men we are proud of the leadership
that you have given to PAD, It has set a high wark for
your successor to follow, We are proud of you, ‘

I should like after adjournment to request the
Chairmen of the Committees which have reported here this
morning, Mr., McCollum and Mr; Wescoat and Mr, Littell, %o
rémain over with me for a 1little whlle as we review these
reports with the vepresentatives of the press and you will

also have mewbers of your staff remain, Mr. Warren, for thab
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press conference,

We have completed the agenda for today's meeting.
Is there any neﬁ business? )

MR,JACOBSEN: .The only new business I ca think
of 13 to express the great pleasure of LHthe Council that the
Distinguished Chalrman has gotten over his accent as well
ag he has,

CHAIRMAN HALLAHAN: Thank you,

MR, WILSON: Mr Chailrman, I would like to ask Mr.
Warren, he made no particulay reference to a
continuation of the ?acilities Secur ity Branch., In
comnectlon with sore other vwork I have been doing I am
impressed with the fact that the Facilitlez Security
risk 18 just as great as ever both from possible sabobage on
a surprise basis cr possibllity of atomlc attack which would
be certainly devastating to an oil refinery., 1t seems Eo me
good work has been done and information secured and reports
made should not be lost o the 1hduatry,

Is there any plan to ecarry it on in PAD and hava
a skeleton organizatlon that could get into action 1n a.
hurry if necessary, or would i% be possible %o transfer some
.of that organizathn and activity to the API? You cantt
answer directly bub you wight discuss 1t with Mr. Por;er.

MR, WARREN: I am going to ask Mr, Davis to talk ﬁo

that;
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It has been his responsibilibty of piant gecuri Gy
and refineries and terminals and atorage, those have been
the chief areas in petroleum that needed atbention. Mr.
Davis,

MR, DAVIS: T thought I had just resigned but
I am glad to taik'about security almost any time,

ﬁs you have indicated 1% is one of the nmost importaﬁt
things theve 1s with vespect %o continuity of operatiors in |
time of war.

Tuwers have been a number of agencies in Washington
that have concerned themselves with security. In 195i
PAD undertook the development of a wanual of Prhciples of
‘Plant Benun ity and completed that manual I belleve about
Apﬁil, 1952,

That manual 1s st11l in the hands of the Facllities
Protection Board which is an arm of the Depavitument L
Commerce and which has been-agsigned the over-all responaié
| bility for planﬁ security.

Also there has also at the same time been conaiderable
confusion rampan£ in the whole field in so far as securlty
ié concerned almost to the point where wa have become
guite diséouraged that anything constrﬁctive would be
developed from the standpoint of security as a Whoie.

With the sppointment of Mr, Parkman as the new

agsistant secretary of Commerce who will be in charge of all
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non-military sspects which will include . security In
all its phases, we belleve that the matter will begin
to take z more concrete Torm and we wlll begln tc See Some
developments thet will be of help to the Industry.
We have taken thiﬂ pos;tioﬁ: That the mamial
hes been prepaved, it is ready  for use, all 1t needs
ls publication.

In sp far as the paetroleum industry is
concerned--the task force group ~ from the industry that
worked on it did a good Jjobk and did fine work. It has been
complimented from one end to the other but 1t has not been
issued, The stuwbling block haﬁ neen ﬁhe impaésé that ues
encountered in the Facilitles Protection Board whereby
they have been trying to requilre something general for all
industry frow this one which was detalled and designed
for petrolegm. |

We believé the emphazis is going the other way now
and from Indications of the last few days 1t looks llke
the new group will recognize roesponsibility in industry
as being placed on the induatry and 1ts government
claimant agency which in that case would be PAD for
handling the problems ahd jssuing the materials specifically
applicable to the partlcular landustry.

Now to be more specific in respéct %o your

guestion, what is PAD going to do about it, at the moment we
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have the manual prepared and it i1s on tvhe shelf, an orgahiza-
tion is in skeleton form and czn be actlvated on rather

short notice, and for the present we plan to play 1t by

ear untll the rest of the fleld ls somewhat mre clarified

and see whether or not then we can move into it further with
respect todl, .

I have been debating whethsr or not there is not
a place for AFI. They did some very valuable work in late
1949 ané 1950 in bringing together all the available
information from World War II and that has been wmost helpful
in reaching the stage we now have.

I would say it would probably be better to wait
untll we have seen a little further developmenﬁ in the new
approach to it in government before any appreciable amount of
additional work is done,

MR, WIISON: As I understand 1%, the manual has never
been issuéd aven %o merbers of the indusiry except the members o
the committes,

MR, DAVIS: It is still what we call the fouwrth
draft.

MR. WILSON: It seeme to we with all the effort
and energy the lndustry put into it it is the_laaat we can
get 19 coples made avilable to the refining branch of ﬁha
industry which is most in jeopaidy. I think there is a general

tendency to relax and think, maybe . things are getiting bebtév.
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I call your attention to & few salient facta
abeut this atomlc bonk hazard, Ws bonbad Japan for a yesar
Intenalvely alwost evevy day that the westher was goot, in
e last six mondhs whoele flseis of planss were going over

ard . bombirg, yet half of the desths In Japan were ceuped
by twe atomle howbe,

A second fact we do not stop to think about was
the fact that battle of Britain was won by knocking doun two

per cent of the planes every night, It was effective on the

basils of 2 per cent atbrition because the bomb loads
carried were spo relatively minor and the damage they could do
not mwuch greater than the cost of the planes themselves.

Can you think how much good 2 two per cent or
oven 20 per cent defense against atomic bowbs is golng 6o
be in this countrv? True, we have a greab superiority in
the numbers of bombs and methods of deWivery but the Soviets
have a great nuwber and I think ouy entilre advanbage in
number of bomba and methods of dellvery is offset byrthe
fact that ue won't spring a surprise atback on the Rusaians
and they would spring one on us i1f they think vhey can ma ke
a knockout blow,

Unless they are convinced the knoclkoub bplow will
be unsuccessful we way wake up and have it some morning.

MR, DAVIS: I believe more attentlon is going to be

given to that from now on.
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MR, BRUCE BROWN: Do you think it would help to.
have this Council pass a resolubtion urglag the Government
to vrelease this to industry now without further delay?

MR, DAVIS: I think so,

MR, STREETER: I S0 move,

CHATRMAN HALLAHAN: Will you spell out youyr
resolution a little wore, Mr Brown?

MR, BRUCE BROWN: Simply that it is the sense of this
Council that the Council call on the Government as
Advisory Counclil to release to us this Securlty Manuarl
written for us‘So we may have 1u ﬁithout further delay.,

1%t has been there since 1951, |

(The motion was seconded and carfied unanimougly . )

CHATRMAN HALLAHAN: The resolutlon 1s adopted.

Ahy fuwrther new buainess; gentlemen?

Mr, Ball, I think you %old we you had a wessage from
my old frient Admiral Babes.

Mi, MUNGER BALL: MNr. Chalrman and Mewbers of the
Council, I dohave a medsagé that will ve of inberest to Yyou.

During the middle of April it was my privilege
%o have been the guest of the Secreta?y of the Navy, Mr.
Anderson on an inspection tour of 8ix daye to Pearl Harbor
to revieu the Navy installations at that polnt,

During my Stay at Pearl Harbor on a nuuber of

occagions I was happy to have been with Admiral Bates whom you
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recall wag the military petroleum procurement representajive
for this Counell,

Admirzl Bates 18 very happyin his new asaignment
and responslibllity as Chief of Logistica of the Entive
Pacific area, I know you will be happy to know in a
r'a;ther informal meeting I had with Admiral Radford at that
time, chief of Pacific area and since Jolnt Chief of Stgaffs,
was very compiimentary_of Admiral Bates' zbllity. Admiral
Bates asked that I convery to the nﬁnmeés of the Councill
his best wishes and regards which I ar happy to do ab
this time,

(Applauée)

CHATRMAN HALLAHAN: If there 1s no further business
a motion to adjourn is in order. |

{The motion was made, ceconded and caﬁried.)

(At 12:;30 p.m, the Councill adjourned,)
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