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Interior PROCEEDINGS

v/20/66 T TTTmTmTmemEes

ajl 1 MR. HAMON: The Council will come %o order.

We will have the Secretary call the roll,

MR. BROWN: If you are here representing a Council

member, when I coie vo his name please stand and glve your name,

if you are an aliernate.

MR, BROUN: Me. Abol.
~ MR, ABLL: Heve.

FR., BROWN: My, Abernathy.
MR, ABERNATHY Here,

¥R, BROWN: Mpr, Anderson.
/ FR, ANDERSCH: Here.

MR, BROWN: Mr, Robert 0. Anderson,

. i PPLEE Eﬂﬁﬁ—( ]
/////P/MR, fLamrn s kq'representlng My, Andsrzon,

i//// MR. BROWN: Mr, Baldridge,
~ MR, BALDRIDGE: Present.
FR. RROWN: Mr. Bass.
MR, DURST: Roy Durst, representing Mr. Bass,
MR, BEOWN: Mw. Benedvm,
{Wo reaponse)
MR. BROWN: Mr., Bergfors.
b//MR, BEERQUTORS:  Hare,
MR. BROWH: Mr, Bible,
{No response)

MR, BROWN: Mr. Blaustein.
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Doan.

. BEUTEIL:

BLAUSTEIN: Present.

BROWN: My, Boyd.

BOYD: Here.

EROWN: Mr, Brazell.

BRAZELL: Present.

BROWN: Mr,Bridwell.

MARTIN: Thomasg A. Martin, representing Mr.

BROWN: Mr. Brockett.
resnonse )

BROWN: Mr. Bruce K. Brown,
BRUCE K. BROWN: Here.
BROWN: Myr. Bruce.

BRUCE: Here.

BROWN: Mr. Buck.
BUCK: Here,
BREOWN: Mr Burlinganme.
BURLINGAME: Here.
BROWN: Mr, Burrow,
response )

BROWN: Mr, Copeland.
vesponse )

BROWN: Mr., Doan.

({,Lf{‘/d‘ d—"l,.@,e.__,a-.,[..( /

A,P, Beutel, represeniting Herbert




MR. BROWN; Mr, Donnell,
«— MR. DONWELL: Herve.
MR, BROWN: DMr. Ellioté.
{No response)
MR, BROWN: Mr. Endacott,
w7~ MR, ENDACOTT. Here.
MR, BROWN: Mr, Fitchett.
-~ MR, PTICHETT: Here,
MR. HAMNON: M Witchetd,
Mr, Flichett ié a new member of the
welcome you to the Council,

(Applauvse)

willl you please stand., As

Councilil, we want to

MR. BROWN: Mr, Follis. { e 6#LLAJ~:7— )

M — . : uw)
MR. BROWY: IMr. Foree.
(Mo response)

MR. BROWN: Mp,

=
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.~ MR, FOX: Here,

MR, BROWM: My, Gammelgard,

(Mo response (h~

MR. BROWN: Mr. Getty.

s ,.‘ﬂfr. '(( /

, ¢ MR, MILLER: Vernon Miller, representing Ceorge F.

MR. BROWN: Mr. Goodriph.
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, v~ A VOICE: _Johnfqrepresehting Mr. Goodrich.




MR. BROWN: IMr. Graham.
MR, GRAHAM: Here.

MR, BROWN: Mr. Haider.

~— MR, HAIDER: Here.

MR. HAMON: Mr. Haider ls chairman of the board of
Standard of Neﬁ 5ersey, Will you please stand, Mr, Halder?
He is a new member of the Council.

{Applavse)

MR. BROWN: DMy, Hamon,

t~ MR, HANMON: Here,

MR, BROWH: 1ir, Harper.

=T MR, HARPKR: Present.

MR. BROWN: Mr. Hartley.

+~ MR,, HARTLEY: Here,

MR, HAMON: I belleve Mr; Hartley, who is president
of the Union 011 Company, is also a new member of the Council.
He came clear from Calliornia,

Would you please stand, Mp. Hartley?

{Applauvse)

MR. BROWN: Mo, Hellums,

j/‘ﬁr‘MR. BAKER: Warren L. Baker, representing Mr, Hellums,
MR, BROWH: Mr, Hope.
v MR, HOPE: Here.
ME. BROWN: Mr. Howell,

»~ MR, HOWELL: Present.
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BROWN: IMr. Hurd.
HURD: Here.

BROWN: Mr. Ikard.
TKARD: Here,

BROWN: Mr. Jackson.
JACKSON: Here,

BROWN: Mr, Charles S. Jones.

BROWN: Mr, J. Paul Jones,

J. PAUL JONES: Here.

BROWN: Mr. W, Tom Jones.

response )

BROWN: Mr., Kantzer.

KANTZER: Here.

HAMON: Wi1ll you please stand, Mr. Kantzer,

Kantzer 1s president of Tthe Transwestern Pipeline

Company. Will you please stand, Mr. Kanbtzer. Welcome,

{Applause)

MR,

+~ VMR,
MR.

2 MR,

MR.

BROWN: Mr, Keeler.
KEELER: Here.
BROWN: Mr, Kelly.

KELLY: Here.

JHAMON:  John, will you please stand., We are

pleased and honcred to have yow here,

(Applause)




MR. BROWN: DMr, Kiitz.
L~ ¥R, KILTZ: Here.
.MR, BROWN: Mr. Levy.
{No response)
MR. BROWH: DMr. Loomis.
7 MR. LOOQMILIS: Here.
ME. BROWN: My, Ludwig,
(Mo response)
MR, BRCWN: Mr. McClure.
+~" MR. McCLURE: Here.
MR, BROWN: Mr. McCollough.
+»~ MR, McC%iLOUGH: Here,
MR. HAMON: Mr. McCullough, will you please stand.
This is E.H. McCullough, president of the Amerada Petroleun
Corporation., Welcome to the Council.
(Applause)
MR. BROWN: My, McCollum.
¢ MR, SKIMNER: Harold S. Skinner, vice presldent.
MR, BROWN: Mp., McCurdy.
.~ MR. McCURDY: Here.
MR, HAMON: Mr. McCurdy, will you please stand, Mr.
McCuirdy is president of' Shell, He succeeds Monty Spaght on the
Gpuneil and we welcome you.,
(Applause)

MR. BROWN: Mr. McGee.




— MR, McGEE: Here,
MR. BROWN: Mr, MeGraw.
. MR, McGRAW: Here.
MR, BROWN: DMr. Maguire.
(No response)
MR, BROWN: Mr, Majewsli.
+~ MR, MAJEWSKI: Here.
MR. BROWN: Mr, Marshall.
w MR, MARSHALL: Here,
MR, BEOYWY: My, Mecom.
- MR, MECOM: IHere.

MR, HAMOWN: WMr., Mecom, will you please stand.
H ¥

Mr, John W, Mecom is an lndependent producer of

HJuaton, TexXas.
Welcome %o the Council.
(Applause)
MR. BROWN: Hr. Miller,
+ MR. MILLER: Here.
MR, BROWN: My, Milligan.
Miltigan.
MR, BROWN: Mr. Morion.
(No resnonse)
MR, BRCWN: Mr. lMurphy.

V/’ MR, MURPHY: Here.

MR, CAMPBELL: Douglas Campbell, representing Mr.
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MR. BROWN: Mr, Nickerson.
~ MR, NICKERSOM: Here,
MR, BROWN: Mr, Nielson. :
MR. NIELSON: Glenn E. Nielson, Jr, g?ﬁidlﬂbﬂj“’/
MR, BROWN: Mr. Niness, : |

(No response) e LT &?ﬁf’ﬂ}””“4_
MR. BROWN: Mr. Pavkes.
(o vesponse) e Lt te &iﬁ“ﬂﬁj'vlfxﬁ
MR, BROWN: Mr, Parten.
(Mo response)
MR, BROWN: Mr, Povter.
{No vegponse)
MR, BROWN: Mpr. Rembin.
(o response) ‘ AN AR
MR, BROWN: Mr. Rather,
_~ UR. RATHER: Heve.
MR. BROWN: Mr. Reistle.
+ MR. REISTLE: Here.
MRr. BROWN: [pr. Ritchie.
w7 MR, RITCHIE: Here.
MR. BROWN: Hr. Robineau. @Vﬁhw¢ﬂ,,J2@ﬂﬂ%ﬂpﬂ
A VOICE;‘fRepfesénting Mr, Robineau.
MR. BROWN: Mr. Rodman.
.~ MR, RODMAN: Heve,

MR, BROWN: WMr, Rowan.
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~~ MR, ROWAN: Here.

MR, BROWN: DMr., Scott.

(No responze) N R R N Ty

MR. BROWN: Mr. Shumway.

o MR, SHUMWAY: Here,

MR. BROWN: Mr. Smith.

L MR. SMITH: Here.

MR, HAMONMN: Mr. Smith, wlll you please stand,.

I want to ilntroduce My, William Wikoff Smith, president
of the Kewanee 0il and Gas Company, one of tThe large ilndependent
companies, and I believe cone of the oldest in the business.

Isn’s that right, Mr, Smith.

MR, SMITH: Yes.

(Aoplauvse)

MR, BROUWN: [, Spahi,

{No responac)

MR, BROWN: INMr. Steiniger.

p,p// CAPTAIN CARSON: Captaln M.V. Carson, representing
Mr., Stelniger.
MR, BROWH: Mvr, Swearingen;
L« MR. GUNNESS: FRobert C. Gunness, representing Mr.
Swearingen.
MR, BROWN: Mr, Tallaferro.
.~ MR, TALTIAFERRO: Present.

MR, BROWN: Mr. Tollefson.
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MR. MURDY: R.J. Murdy. /e/ ‘s To flfoorr
MR. BROWN: Mr., True.
~— MR. TRUE: Here.
MR, BROWN: Mr, Vaughey.,
«  MR. JAMISON: Minor S. Jamlson.
MR. BROWN: Mr. Vockel.
(No response)
MR. BROWN: Mr, Von Hagen.
(No response)
MR, BROWN: Mr. Wadsworth.
.~ MR, WADSWORTH: Here.
MR, BROWN: My, Wagher,
— MR, WAGNER: Here,
MR, BROWI: Wr. Warren.
~ MR. WARREN: here.
MR. BROWN: M. Wells.
v MR, WELLS:  Heve.
MR, DROWIN: M¢. White,
(No TEEHONTT )
MR, BROWN: M, Whiteman.
~ MR, WHITEMAN: Here.
MR. BROWI: Mr. Winger,
-~ MR, WINGER: Here.

MR. BROWN: IMr, Worley.

V// MR, WORLEY: Here.
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MR, HAMOM: DMr, Worley, wlll you please stand.

I want ©to introduce Mr, Worley, He is president of
the Natural Gas Processors'ﬂssociation.

Welcome to the Council.

(Applause)

MR, HAVWOM: I am going to ask Mr. co-chairman, the
Honorable 3tewart Udall, the Secretary of the Interior, to take
the chalr for a momentc.

SECRETARY UDALL: We have one of my Cabinet colleagues
wlth vs this mornlng, and he is extremely busy, like most of
us, We arve going to let him give the first speech this morning
and get on his way to other important business.

Ed Warren will introduce him in a momént, but I
wanted o say Just a word about him, both by way of introducing
him to you, and introducing you to him, although I think many
of you Unow Joe Fowler and know him well,

I thouvght I could say this morning, because I heard
it not from him but from someone else, that he was going to be
Time's cover boy thin weelt, He tells me he has been displacedr
by Mara. He will probably appear later.

Joe is one of the most delightivl colleagues that
we have in the Cablnet, and certainly one of the ablest men,
as he has demonstrated over the past four and a half years in
the‘highest a%chelons of government.

He has the manners and the appearahce of a Virginia
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gentleman, walich he is, and behind that facadé:lurks-a Stegl
trap mind, and an ability to comprehend the moét combiex"
guestions.

L just want to say to you, Joe; having glven thav
brief introuduction, I think we have here in the Na;ional
Petroleun Council, which is an old and estaﬁlished institution
in the Federal Government -« and which has 1its home tie with.
my own Department == T think an induvetry which has a steel
vrap mind, which is one oi the most daring and most venturesome
industries in this country. As a matter of fact, if all the
industrial segments did as weil as this industry does in the
world-wide picture, you wouldrnot have th;s balance of payments
problem which you must be occupled with every day.

| S0 L want to introduvce you to these leaders of this
fine indusiry,

£ I have not sald everything, I will now let Ed

[

Warren make his introduction of The Sécretary of' the Treasury.
MR, WARREN: When Jake Hamon asked me if I would

lntroduce Seccretary Fowler, I sald 1t would be a great pleasure

e

and privilege, but I know it is far more appropriate for the
Secrevary of the Interior to introduce his colleagus.

| I think he sald almost everyﬁhing that can be said;
I do recall however that when he was with the,ODMg Divector of
the Office of Defense Mobllizatlon, membey of the Security

Council, he appeared before thistouncil at that time. 1t was
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about a week after the national elesetion in 1952, The persbn

who waa presiding as chalrman of the Councll had been quite
prominent in the news and television asg the temporary chairman
of' the Republican Counventlon, and I remember Joe Fowler"é
remark when he came up here. He said, "My God, they have moved
in and taken us over already.'" (Laughter)

Bubt Mp., Fowleyr, as Secretvery Udall has said, has had
a distinguished career in government, and I think of particular
interest to whls Council, he has had guite a tackground in
defense mobllizatlon activities -- Natlonal Production Board --
and he has an understanding and appreclation of the processes
and problens of industry and business, as well as those of
government,

He is a wise and understanding man, but a man of
convictlion and accompllzhment,

So T second hils introduction: by introduclng to. you
Secretary Fowler.

(Applavse)
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SECRETARY FOWLER: BSecretary Udall, Chairman Hamon,
and'my old friend and colleagﬁe, EQd Warren. Ed has.recalled to
you already my appearance more tﬁén a decade ago befofe this
Council under much different circumstances, and yet the
problems s8%till continuve %o be very much the same: the pursuit
of peace, freedom and prosperity, not only at home, but on a
world-wide basis,

1t was my p?iyilege to work with this great industry
as Director of DefenaenmﬁbilizatiOn, and prior to that as
Administrator or the Defense Production Admlnistration, to work
with Bruce Brown who 1ls heading the Pet?éleum Administyration
for Defense, and then his succegsor, Ed Warren, who has given
me this very generocus introduction here.

Out of that recollecetion of thirteen years agd now,
I lmow the capaclity and the #ire power of this great industry
which was pul to a test in both World War II -- I was with the
War Procduction Board «- and again in 1950, 1951 and 1952 when
preparations for what at that time_seemed'to be a much larger
involvement in military affairs WA indiqatodﬁ

I think the fact that we &eﬁf through a mobilization,
painful as it was, the fact that we marshalled our resources,
painful as that was,for war purpoeses, the fact that we built up
the bone and sinew of a stronger national economy, and the
fact that we graduwated from that state of intensive preparation

and mobllization into a force which has a readliness in being, so

-
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to speak, as has characterized our posture since, has been a
tremendous force for peace in the world since that time, and
continues to be such today.

I want to talk to you today as an industry which
plays é vital pavrt in the continuved growth of the greatness of
the American eéonomy, and the economy of the free world.

In_countries abroad the growth of energy demand is
even more rapid than our own, As a result, the free worlad
consumption of oil and gas I am told by those well informed may
well double in the next decade,

On the international front,, therefore, as well as
here at home, industry is growing vigorously, keeping always in
the foreivont btechnology, wesearch, girdling the gloke from the
desercs of the Sahars to The North Sea, from Alazslka to
fustralia, contlinuing research for new reserves to supply the
worldis needs.

- I want to talk to you today of a subject which is
related to this invelvement of this industry in world affairs,
and yet a subject whiéh 1s not peculiar or special te this
industryry, buc involves the general sconomy. It is a subject that,
as Secretary of the Treasury, 1 have to live with everyday, |
and so therefore rather vhancéme and talk to you abou£ the
matters that are queucd to your own knowledge, I want to talk

- .

to you about & subject that involves us both.

We have heard a great deal in recent weeks about a
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gimilar search ©o the search you have always engaged in, a
search for ways o insure ample reserves o supply the world's
financial needs.

It is of that search and of our drive to obtaln

Tt

equilibrivm in our international accountas which 1ls designed to

preﬂervé;and conserve the fimancial liquidlty in the world that
isrfepreSented by the existence of rouzhly 27 billion held in

the hands of foreign central banks and forelgn private partles

that I would like to spealk to you about this morning.

No group could be more acutely aware than you are
of how deeply interdependent, how closely linked are the
American geonofy and the econcomy of the free world, Indeed it
is upon the stability and sounduess of the American dollar, as
much ag any other single Tactor, that the entlre international
mbnetary sﬁssem ig An accord,

An effective world monetary system is essential for
svatained growth in world trade,  These, s you well understand.,
are factors that underlie ouy own economle prosperity, as well
as that of the entire froe world.

Nor ig thelir impact or thelr importance confined
glmply to the economics sphere of our ability to shoulder the

burdens of worid leadership, whether sought or not, economically,
p .

politically, militarily, which.mugt rest as much upon the firm

foundation of a strong dollar s upon any obther aspect of

national strength.
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To ourselves, therefore, and to the world, the
stability of the dollar, and of the world monetary system
which the dellar so critvically supports, ls a matter of firse
importance.‘rThat is why the solution of our balance of payments
difficultlies, and the strengthening of our international
monetaryJSystem, muat he of deep concern to all of us in this
country as well 2s to peoples of the free world.

| On February L0 of this year, as you know, President

Johnson set forth.a program to bring our international balance
of payments, our accounts, public and private, with other
nations? into prompt and lasting equilibrium.

I know by glaneing around the room that many of you
here were present at scme of the sessions that preceded and
wére contemporaneous with the announcement of that program, and
that some of you are thaklng roles of leadership in the voluntary
prograim that 15 a congonance,

That program reflected.tMe President’s clear recog~

nitlon that we stood at a critical juncture in our drive to

end our payments deflelt, his unshakable resnlve to remove all

doubts about the determination of this country to put an end
to 1ts payments difficulties once and for all,

It was not that our underlying international position
was wealk or unsound, for 1t was fundamentally strong and
growing stronger. QOur record of recent yéars had shown a‘cbst-

price stability'unsurpassed by any other country, a marked
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improvement in the competitive position of our produvcts in
world markets, a sharp rise in our private assets abroad in the
form of plant, equipment, securities which had outpaced the
rise in our liabllities to foreligners.

Furthermore, wWe enjoyed the world's most productive
and efficient economy, the worldl’s largest supply of gold, the
worldls strongest creditor position, the world's most favorable

trade position, and finally, our progress over the prior four

~years had been both solid and substantial in dealing with this

balance of payments deflcit in the order of magnitude of
roughly $4 billlon which had characterized the years 1960,
1959 and 1958.

We had gained $900 million in our commerclial trade
surplus covering transactions rot firanced by Government,
raising 1t to a record of $3.7 billion in 1964, We had cut
$400 million in the net dollar outflow resultlng from forelgn
aid., We had cub nearly $700 million in net military outlays,
despite rising costs, and additlonal demands of the Berlin
situation.

There had bheen $1 billlon, six hundred million rise

in our earnings in past foreign investment. So simply as a

" matter of arithmetic, these gains totalled together seemed to

be enough, 21l else heling equal, to have given us virftual
halance in our payments last year, elimlnating the pre--existing

deficlt of roughly $£ billion that had preceded, But desplie




these real and lasting gains, $3.6 billion in so many areas
of our balance of payments, other areas worsened.

As a result, we incurred a deficit in 1964 of $3.1
pillion, only $800 miilion below the $3.9 billion deficit for
1960,

Thus, after four years of strong and sustained

effort, effort that had galned us substantial ground 1in many

sectors of our halance of payments, our deficit still remained
far too high, and our dollars were flowing abroad in far larger
amounts than the rest of the world, particularly those‘countries
in Western Europe,which had surpluses in thelr balance of
payments, were willing to hold.

The main reason that our efforts of four years had
not restored equilibrium to our international accounts was
an accelerating outflow of nearly all typeé of private capltal.

Iast year that outflow rose to $6.5 billlion, up more
than $2 billion over the preceding year, and more than $2.5
billion over 1960, That outflcw, a good thing in and of itself,
stemmed from several sources, including the very appropriate
drive by American business to stake out a clalm in the rapidiy
orowing, and apparently highly profitable European markets.

But its prime source, the primary reason f'or this
huge outflow, was the marked disparity that had long existed

between European capital markets and our own, a dlsparity in

slze and in scope and in facillties that led borrowers in other
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countries to tap our market for a large share of their capital

reguirements,

The Tnlted States had often called attention to this

dlsparity and had urged its European friends to enlarge their

capltal markets, and to improve them, but thelr progress in that
endeavor had simply not been large and rapid enough, and we

had passed the point where we could sustaln the huge draln of
capital whilch that disparity entalled. .

Indeed, we had passed the point where we could accept
anything less than immediate and effective action to bring our
internatioﬂal accounts into equilibrium, and to keep them there.

That required that we mount and maintain a compre-
hensive attack upon all sectors of our defieit.

President Johnson urged that attack in hls February
10 Message w0 the Congress on the balance of payments. The
heaint of that message was the call to arms of Amevrlcan busi-
nesses and bhanks, a call to Jjoin voluhtarily in a natiocnal drive
to stem the outflow of dollawrs abroad, and thus to demonstrate
to the world that not only the entire resources of the American
Government, but all the might of the American business economy,
of the fmerlcan banking community, of the American public, are
being brought to hear wupon the balance of payments problem.

The reaponse Tto that call has been excellent. The
efforts of our banks and our businesses, the efforts of many

companies represented here today, have gotten -us off to a most
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encouragling start. After a bad showlng in January, prlor to
the program, our balance of payments iﬁproved in February
following the President's message, and produced a surplus in
Mareh, April, and May,

But let no one be deceived. We have begun to see
daylight, but we have a long way yet to go before we reach 1it.
The results thus far tell us we ave headed in the right direc—
tion. They tell us that we have the weapons to win our payments

battle if we have the will to wield these weapons with full

force.

They tell us we have made a good beginning, but no
more.

The big job is still ahead of us, the‘job of demon-
stratlng that we can sustain eguilibrium through extraordinary

n short, we wust continue to apnly with full force
the ext?aordinary neasures we heve adopted until we can malntain
payments equllibrium without them,

We must continue to apply themrin full force until
the results of our 1qnger term measures place our accounts
secufely in equilibrium, results such ag rising returns from
past private investments abroad, our improved climate for

domestic employment of capital at home, larger and better

capital markets abroad, and growth in our trade balance which
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requires that we continue our excellent record'of price
stability. .

There seem lndeed to be some who think that through
the last few months of progress we have ended our payments
problem, oy who think that it will suffice to reach balance for
a relatively brier period of tlme, say, two or three quarters,
or even a year.

if therz are any who hold that view, let me remind
them we have had deficits in our balance of payments for 14
cut of the lazt 15 years, and particularly the defleits since
the time of Suez have been meaningful, and not particularly
deslrable deficlts, whereas pricr to that time they were de-
signed in part and planned to f£ill the so-called dollar gap.

These deficlts have results in a large outflow of
dollars to the rest of the world., Because there is world-wide
confidence in the stability of these dollars, and because they
are convertible into gold at the fixed price of $35 an ounce,
these dollars are widely used to finance lnternational transac-'
tiona, and other countries hold them along side gold in theif
official reserves,

Today these dollars, some 27 billion of them,
account for a major share of the international liduidity that
sveteins the free world economy, Some 12 billions of these
are in officlal réserves, whlle the remalnder serve to supportd

growing trade and lnvestment.
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Thus, o preserve the viability of the inﬁernational
monetary system as 1% exists today, the value and usefulness
of these dollars must vemain vnquestioned throughout the world,
and whatever changzes mlght bDe introduced-into that system, the
dollar will have to contlnue to carry a heavy burden as a
reserve currency.

If we allowed our deficits Lo contlnue, or lapsed
back into prolonged deficits after a brlefl perlod of surplus,
we would wisk undermining world coniidence in the dollar “and
impalr its usefulness as a world reserve and leadlng currency
Dollars would return to our shores as claims for gold, thus
depleting lnstead of supplementing world {inancial resources;

To prevent such a contraction in world liguidity and
the widenlng circles of inflation and restrictiOn that would
surely follow, we must reach and maintaln equillbrium in our
payméntﬂ ag a matter of the highest priority, along wlth
sustaining the economic advance that has lasted 53 months.

The paradox 1z therefore that the very increase in
official forelgn dollar holdings that {111 so much of the need
of world growth, which has thus helped support the growth in
world trade, can no longer be allowed to continue if current
international 1iqu1dity 18 to be protected. Yet wlthout .
additions to the reserve dollars that our deficlts have so

long supplled, the world will need a new and assured source of
g

growing liquidity to support growing world trade and investment.
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It is to assure ample World liquidlty for the years

(<3

ahead that the United States, in coopervation with other
leading financial powers, 18 seeking workable ways of strength-
ening and improving international financlal arrangements.

Fox several years aow the essentlal laying of
technical groundwork has been underway, as the United States
nas joined with other major countrles in comprehensive studies
of %the international monetary sysvem, 1ts recent evolution,
its present erfectiveness, and its fubure.

At the same time we have Jjolned with other nations
in materially strengthening the credit resources of the interw
national monetary Ifund.

 Last week these efforts entered a new phase, as I
was privileged to announce with the authorization of President
Johnson, that the United Staﬁes 1ow stands prepared to take
part in an international confevence on ways to improve world
monetary arrangemsnics, I was able to make that announcement
becavse of the happy concurrsnce of three factors.

Pirst, the Tnited Stetes balance of payments is
moving toward equillbrlum as we are demonstrating our determina-
tlon to keep it that way. Therefore, the calling of such a
conference is not, as would have been thought prior to this
gime, designed to bhall us out of our own problem.

Second, a very substantlal International consensus

1s now going to take shape that we ought to move ahead 1ln
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improving international monetary'arrangements, not by dis-~
carding the system that has fueled the econcmic growth of the
free world over the last twenty years, but by strengthenlng
that system. |

Thlrd, the experts have now virtuwally completed the
techhical studles essential for a thorough'understanding of the
problém and its alternative solutions by those who must make
the final declsion,

In short, the way 1ls now clear, and the time is
ripe for tae nations of the world to move into high gear in
thelr joint efférts to assure ample financilal resources for
worlé economic growth.

Ag T

vs]

tated last week in sugpesting the conflerence,

s,

it can produce the fruitful and creatlive results that our future

-

requires only if we enter it through the threshold. of careful
preparation and internatlonal consultation. It would not only
bhe pointless but disastrous_to hold such acenference without
flrst being sure through prior agreement on baslc polnts that
1t would produce measurable results.

The Unlted States'? suggestion is that the egsential
prelimlnary grcundwork he laid by preparatory committee to be

given its terms ol reference at the time of the annuval meeting

[

of the International Monetary Fund scheduled in Washington
during the week of September 27 of this year.

1 also emphasize that the United States is noi
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wedded to this procedure or any particular timetable, par-

ticularly a rigid one, bub we are convinced that now is the
time to move bheyond ithe plane of technical study,of merely
informal international discussion, and to enter into a new
phase of determined purposeful effort to move closer to the
prospect of conclusive negotiations from which alone solution
can emerge.

We are greatly encouraged by some of the response
which our suggestion for an international conference has thus
far recelved. The Japanese Governnent endorsed the suggestion
through its Minister of Finance, with whom I had the pleasure
of 001su1ting during joint negotiatlions of the U.S.-Japan
Committee on Trade and dconowmle Affairs held last week l1ln
Washington,

The Dritish Goverament has also ekpressed its
sugport through the Chancellor of the Exchequer, whom T met
two weeks ago in Washington and with whom I exchanged vlews on
international monetary affairs and other matters.

iast Priday I saw the {lrsb organizaﬁional meeting
of the newly-formed Advisory Committee on International Monetary
Arrangements, a panel of distinguished private citizens chaired
by the former Secretary of the Treasury, Doyiglas Dillon.

With the help of these committees, and wlth the help
of many others who will be consulted, includlng particularly

many well informed members of Congresslonal commitiees,
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negotiating strategy designed to achieve substantial improvement
in international monetary arrangements thoroughly compatible
with our national interest will be adopted.

We will be prepared both to advance our own proposals

and o carefuliy consider and falrly weigh the merlts of other
proposals.

Ve are therefore moving ancad, and we are making
progress, but we must be aware that the issués inveolved are
complex, raise baslc questlons off natlonal interest. It will
not be easy to arrive at an international consensus which we
must have for any workable reform of this international monetary
system.

We can =xpect no overnight =zolutlon, but only patient
exploration of the alternatlves with our trading partners in a
spirit of mutual ccopevation.

As we move ahead, we wili do well to remember that
the existing internatlional financial system hag successfully
financed an unparaileﬂad expanglon in world trade and payments.

We have done much in vecent yearsg to sirengthen that
system. The need now is not to Biart all over ag;ainrJ but to
move onece more Lo strengthen and improve the existing arrange-
ments.

While we proceed solidly and surely tcward inter-
natlonal agreement on the problems of world liquidity, we in

this country must keep ever before us the present pressing
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need to protect the existing international payments system
by malntalning a strong, sound, and stable dollar. That has
been and remains the foremost task before us, and réquires that
we_both bring other payments into equilibrium and keep them
there. Only thus can we safeguard the existing system of
world monetary arrangements, the system that has served fthe
free world so well 1ln the past, and upbn which we must bulld
for the future.

I appreciate very much the opportunity to be with
you this morning and partcicipate once again in this very
important body.

I am very familiar with the tremendous contributions
that you have made through this group in years past and look
Torward to further opportunifies for a joint effort together.

(Applause)
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MR, HAMON: Thank you, Mr. Secretary. We are cer-
téinly nonored to have you here, and appreclate your very fine
address.

About 14 years ago I was president of the Texas
Mid-Continent, and the Venezuelan Ambassador wanted to come to
Dallas and meet the.oil men, and it seemed to the State Depart-
ment for some reascon or other, being president of that associa-
tion, I was the ranking man who should entertaln him. They
sent me Q%i*tle book of protocol which told me where the
governor sat, and this and that, which was of great help.

T am gorry that I did not bring the book along thig
morning, because I am golng to introduce a number of a
distinguished visiltors who are here this morning as guesté,”and
I don't know the protocol or the respective arrangements, SO
that if they will bear with my ignorance, I will do the best I
can,

First, I would like to introduce Sllvio 0. Conte,
the FHonorable Congressman from Hassachusetis.

{No response)

MR, HAMON: I had a note that the Congressman was
here,

“//ﬁext T want o introduce thé Honorable James C.
Langdon, Texaé Railrocad Commissioner.

(Applauvse )

Vﬁ*@he Honorable Byron Tunnell, Texas Railroad -.
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2 ajl Commissioner.
(Applauvse)
L The Honorable James Mc. Menefee, Commisaioner of
( - Conversation for the 3tate of Loulsiana.
A

(No vesponse) Lirer e o

MR. HAMON: J.E. Powler of the Covernor's staff.

e
(o response) e I

" MR, HAMOM: I want to alsc introduce the Speaker ol
our House, the Honorable Ben Barnes.,

(Applavse )

MR, HAMON: I want to introduce the Honorvable Boston
DeWitt, Attorney General of the 3vate of MNew Mexico.

(Applauvse)

MR, HAKON: And Avthur Barbeck, Chisf Engineeyr of
the Texas Railroad Cormission.

(Applavsee)

MR, HAMOM: I might say to the Texasg Rsellroad
Comntigsioners who are pressnt I am going to call on one of you
for a few rvemarks after Secretary Udail, who has to léave o
go up on the Hi1l1l, talks to us,

Now I am going to turn the platfoﬁm over ©0 Secrebary.
Udall.

SECARETARY UDALL: Thanlk you very much, Jake, and I
hope you will excuse m%ﬁdaﬂhing out when I finish, because I do

have to tegtlify before a committee, and I am alfraid that
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preempts the rest of my time this morning. .

I just have a few general comments to make, and then
a feﬁ comments to make, as 1t were, on‘a matter of personal
privilege.

I can report to you that we had in the Department all
of my advisors on petroleum matters sit with me and Secrétary
Kelly in a consulting capacilty. wé had some very interesting
discussions, wide-ranging discussions, for more than an hour
yesterday with the Texas hallroad Commission members who have
been introduced here this.mdrningé aﬁd Myr. Menefee from
Lousiaiana.

Cur purpose of course in having these discussilons 1is
to dlscuss the whole range of mubtual problems, aﬁtempt Lo
coordinate our policies, particularly wiﬁh regard to the
Continental Shelf,with the problems and policies that people.
have 1n these two co-States that have such an important
respongibility and relationship to the Continental Shelf.

I hope %that out of these discussions will come very
careful consideration of policy declsions and problems in the
future,

T would also llke to say we had a very interesting
general discussion of the statistics report that is up=-coming,
and I think a very useful discuzszion with'some of the members of
the Councill yesterday.

I have nothing further to report, other than to say
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with regard to the oll import program, the new proegram, in
a general way we are moving ahead'on schedule 1n the adminis=-
tration in formulating this program. We hope that we will
emerge, and I believe we aie golng to emerge, wlth a more stable,
more equitable program, and one that with minor changes will
serve for the life of this Administration. ; hgpe that we
can have it ready for méiling 1n the near ifuture, and I hope it

: s T
will merit your support.

The matter of personal privilege that I wanted to
ask your indulgence in this morning is to pay a personal‘
tribute to a Iriend of mine, and a friend of most of you, who
Tornmerly was one of ny righthand and most loyal lieutenants,
and now sits with you as a member of the Counéil.

I refer of course to John Kelly. You will hear from
Johin in a few moments, but I want to say.a few personal things
apout thig man becauvse he has rendered very distingulshed
seryice to hig countyy, and I think something should be said
on occasions of this Wkind, because there was no one in my
Department who came to govermnent service'beginning with the
new Administration over four years agdo who made a greater
personal sacrilice thgn did John.

There wag ho one, oﬁ the other hand, who came to my
Department who héd had a wider experience in terms of public

service, because some forget at times this was a man who began
|

and who most of hig 1ife, or a major portion of his ac@ive lifé,
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has been spent in varlous kinds of publiec service, both during
the war,as a geologlst in New Mexico, and in other capaclfies.

I want to say this about John because, élthough he

1

was subject to varemitting critlclism ~~ most of which I con-

()

sidered outrageous, hecause of fthe basic assumption that under-
1aid during his service in the Depariment -- he never complained
to me about that, He went ahead and did his job, and I always
found thqt he brought to his work a very broad-gauged outlook.

It was always his effort in terms of the various
segments of the petroleum industyy that he knew so well, in
terﬁs of the various mineral industries, in terms of the

energy industries of this country, which have areas of - comn=

ko]

etition, to take a balancced point of view, to point out all
the different pros and cong on any poliey question. He aid
this. He went down the middle of the road, and the interesting
thing about hig gervice -- and I want to say this in ffont of
his friends ﬂ; is that to my way of thinking, desplte many
very vague ané very general things that some of his critlcs
said, I do not know that thére was a single major declsion
that he made, that he.participated in, that was severely
critlcizged on the basis of bias,’on the pzsls of a narrow
view, or—what have you.

So that he demonsirated, I think, once agailn that

someone who had the type of background that he has had can

not only seprve efficiently, but can serve with distinction.
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I wanted to pay him that tribute here today among his
friends, I know you look forward to hearing from him.

We are golng to miss his judgment, miss his friend-
ship in the Departmentb.

We wlsh him well, We know he is going on to higher
and better things. |

T just want %o say that ©o you, John, here this

morning.

o

(Apptause)

MR, HAMON: Now I am going to call on the Honorable
James Langdon, Texas Railroad Commission, to ask him if he wonft
make a few remarks %e us.

MR, LANGDON: First I would like to say how deeply
I appreciate on my own behali, and on behalf of my colleagues,
the lnvitation that was extended to us by both you, as the
chairman, and Secretary Udall, as co-chalrman, of the National
Petroleum Councll.

It is a distincet honor to be here, and I know that
my colleagueg share in my appreclation for this invitatlon,

Secretary Udall commented on our meetlng yesterday.
T think it was a very consdtructive meeting, one that I think
willl behelpful to the industry, not only in Texas and
Louisiana, but throughout this nation.

T also would like to join with Secretary Udall in

the praise that has been accorded to my personal friend, John
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Kelly, who I also hate to see leave this Department, but I
know whose service to the induatry will continue.

I have nd particular remarks to make in connectlon
with the meeting ltself. I do plan to attend and listen with
interest to those better qualifiled To speak on the subjects
that Irknow you have glven much thought and attention to.

I have been particularly impressed, John, wlth your
report that is a part of the folder that we have here. I think
that will prove of conslderable interest to everyone who 1is
concerned with natlonal defense planning, and 1t is I know a
major concern of nany of the people in this room who have been
called upon Tor advice and coungel on petroleum matters and
aergy matteras in the event of natlonal emergency.

Thank you very kindly, Jake, for extending this in-
vitation to us.

(Applause)

iR, HAMON: All of the membevs of the Councll have been
furmlished with coples of the minutes of the last meeting. Unless
T hear & request that they be read, I wlll consider you have
all read them and 1t i3 not necessary.

(No response)

MR. HAMON: I have no remarks to make at the moment
because I have to call upcen the Nominatling Committee to hear
from them, I am-nervaus, and I wish Alvin Hope would give his

report of the Nominatlng Committee.
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Mr. Hope.

MR. HOPE: Chairman Hamon, fellow members of the
National Petroleum Council, the Nominating Conmittee has really
labored over thesec nominatlons.

I as chailrman, joined by Mr, Earl Baldridge and Mr.
EG Parkes, desire to place in nomination the followingofficers:

Chairman: Jake L. Hamon; Vlice Chalrman, J.C.
Donnell, IT.

The Agenda Committee: ag Chairman: R.G. Follils,

Members: Jacob Blausteln, Howard Boyd, Bruce K.
Broun, Paul Endacott, H.M. McClure, Jr., L.F. McCollum, J.
Howard Marshall, Carl E. FReistie, Jr., Jomm E, Swearingen, and
J. Ed Wavvren,

Appointment Comuwlttee: Chalrman, Frank M. Ikard.

Mewbers: J.8., Eridwell, E.D. Brockett, Geovge ¥,
Getty EI; R.L. Milligan, J. Howard Rambin, Jr., C. Pratt
Rather, M.H, Iohineau, Roland V. Rodman, Arch H Rowan, and
H.A. Trué, ki

1 now move the election of these gentlemen in the
positions ﬁamed.

MR. HAMON: Is there a second?

(The motion was seconded)

MR, HAMON; £13 those in favor, signiiy by saying
aye.

(Chorus of ayes)
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MR. HAMON: Thank you.

T have no remarks to make, but I wondered 1f my
Vice Chairmsan would cave to make a few remarks.

MR. DONNELL: I den’t believe so.

MR, HAMON: Now I am golng to ask our Secretary,
Vincent Brown, to glve you the financial report of the Council.

Mr ,Brown,

Mr. Brown: Sinee I took the roll, I notice that'
Mr. Brockett, Mr. Follis came in. _Were there any other Councll
mewbers who came in after the roli?

MR. SCOTT: Tom Scobt, Boston.

MR, BROWN: Thanlt you, Mr. Chalirmen.
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On June 30, 1964, the cash balance in the General
Operating Fund was $4,954. Durlng the Flscal Year 1965, that
18 July 1, 1964 to June 30, 1965, we took in from all sources
a total of $134,754 - 97% of which came from the members of the
Council, in the form of annual conbribuitions to the NPC
operacions,

In Ficecal 1965, disbursements for hasic operalting
expenses were $121,696 and special committee projects cost an
addltional $15,835 for a total outlay of $137,531,

Accordingliy, at the ciose of the Fiscal Year on
June 30, 1965, there was a balance of $2,177 in the General
Cperating Ffund. The Gontingent Reserve Fund remalns unchanged
at $60,000. |

This being the first meeting of the Council in this
currventc Fiscal Year, we submit at this ©time a Budget for your
congideration and aubhorizabion to cover Council operabions in
the Miscal Year 1666, The Budget amount recommended by your
Officers is $115,000 for basic operations and $24,000 for
speclal committes studies for a total suggeaihed Budget of
$139,000. This includes an incresse for Committees, allowing
forthe flve projects now In progress.

Following action by you Today on a new Budget,
letters requesting your Individual conbributlons will be sent

to you within the week.
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‘MR, HAMON: May I have a motion of approval of the

forthcoming budget?
(The motion was made and seconded.)
MR HAMGWQ It is so0 moved.
411 those in favor of the forthcoming budget as
outlined, gignify by saying aye.
(Chorus of ayes)
MR, HAMON: Next I would like to call on Mr. Jack H,
Abernathy, prespident, Mid-Continent 011 and Gas Assoclation.
MR, ABERNATHY: DMwe, Chalvman, I am here ©o present
a resolution of commendation to the Honorable John M. Kelly.
This may be move of an antliclimax, John, arter the remarks of
Secrevary Udall,
I think no orzcan add very much to that. However,
the regolution is as {follows:
.”WHEREAS, the Honorable John M. Kelly of Roswell;
Mew Mezlco, has ably cerved the beneficlal cause of
the United Svates as Assistant Secrevary of the Interlor
Pop Mineral Resources from April 5, 19561, to June 30,
1965, and
"WHEREAS, Secretary Kellyfs benure in ¢fTice has been
exemplary of the highest order of publlc service, dedica~
tion vo duty, percepilve underatending, and administrative
effectivenens, and

"WHEREAS, in his important policy position during
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two Administrations, the Honorable John M, Kelly has
provided leadership that has markedly advanced the coopera-
tlon and understanding between government and the
petroleum industry in dealing with problems of mutual con-
cern and interest, and

"WHEREAS, Secretary Kelly has béen a major force in
promobing improved governmmental policles velating to
natural resources and in fostering sound objectives of
resource devalopment, conservation, and utilization,_and

"WHEREAS, Secretary Kelly has fulfilled his challenging
responsibllities with chjective and knowledgeable under-
standing to the end that the petrolevm industry, operating
within the framework of.our free enterprise system, has
been able %o strengthen its contrlbution to the natlonal
gecurity and to hetier serve all segments of our economy,
and,

"WHEREAS, the National Petroleum Council membership,
in 1ts collective folz as counselor and adviser to the
Secretary of the Interlor in petrolewn matters, is
dirvectly aware of the achlevements in policy~making and
imprcﬁementq in administration‘attributahieu to the self-
1essrendéavgrs of Secretary Kelly:

"HOW, THEREFORE, BE IT RESOLVED, that the menbsrs of
the Naﬁional Petroleum Councll, assembled this 20th day

of July, 1965, in Washington, D.C., take occasion -~
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First, to express Lo the Honorable John M. Kelly our
regret over his departure from the high public trust he
has fulfilled so well; Secondly, to convey our apprecia~
tion and reépect for the patriotic service e has loyally
rendered to his couniny: éhd Thirdaly, to wish for him and
his beloved family the fullest measures of future success
and well-heing, and

"BE TT FURTHER RESOLVED, that the National ‘Petroleum
Councll membership cordlally weicome the Honorable dJohn
M. Kelly to thé Council as a member, duly appointed by CThe
Seecretary of the Interior, in which capacity his ekperience,
knowledge, and integrity will coﬁtinue to be avallable
to the Council as we deal with problems of lmportant
consequence ©o our natlon,'

Mr, Chairman, T move the adoption of this resolution.

MR, HAMON: Is tGhere a second?

~(Motion was seconded)

MR, HAMON: All those in favor signify by standing

up.

(There wag a standing ovation)

MR, HAMON:; Thank you, Jack,

The motlon 1@ carried, énd now I am golng to ask John

to talk to us, please,
ASSISTANT SECRUTARY KELLY:  Thank you very tauch, Mr.

Chairman. I alsc want to thank the Secretary for the kind
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remarks that he made, but I waht to tell everybody I really
enjoyed the last four years up here in Washington. I enjoyed
my job. I enjoyed working with the people in the Department
of the Interibr. I enjJoyed working with the people in the other
wanches of our Federal Government. I certvainly enjoyed meeting
and working with the people in the various mlneral industries‘
thet were under my line of authority. It was a sﬁimulating
four and a half years. I got muchmore out of it than I gave,

Mr. Hamon, ag ywou kaow, before I had my reslgnation
accepted, I had a little paper I was going to‘prgseptﬂat the
meeting, and vou and Admiral Lattu sald you thought the members
would like to hear it, It is I think a sﬁbject with which I
d1d concern myself during my term of offlce, because I thought
that, frankly, with the oll husiness hecoming morve and more
inﬁernationaliy minded, and our American cowpanies becoming
more and more international in the scope of thelr operatlons,

a govérnmental official should glve it a little more attention

than this problem had been given 1ln the past.
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One of the most rewarding experiences one can have in

Government service is The opportunity to work with the repre-
sentatives of other nablons in an area of common concern., X
know this to be true of ny own case, foir I look back withla
deep sense of satvislaction and achlevement on my four years as
the U. 8. Delegate Go the OECD Committees on which I served., I
has been a deeply gratifying work; I have learned a great

deal, and I believe that there are a number of things about the
work of ©This unique and vital organization that would be of
interest to jou gentlemen of the National FPetroleum Councill.

In particular I wish to focus my remarks on the area
of coneern of the OECD's Speclal Committee on Oil; to discuss
gome of the problems with which 1t deals,_and to review ivs
achievemenss of the past and its outlook for the future.

To pet over some famillar groundlquickiy, let me
racount that in both Europe and Japan there has been a 1érge
order of economle expaﬁaion gince the perlod around, say
1947-48, and that this cxpension occasioned a very large in-
crease in the conswuption of energy which was supplied almost
entlrely by oil. virtuaily all of the oll consumed in Europe
and Japan has to be imported, and most of 1t comes from the
Middle East. This, briefly, is the envirvonment in which the
OECD nations rmust work out the solutions to the energy problems
with which they are concerned,

The recovery from the war and subsequent large

expansion in energy use, plus the shift from Indigenous coal

i

C
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%o imported oil as the princlpal energy source brought a2 number
of unlque problems to the attention of the countries ilnvolved.
There were problems that had to do with secuwily of Supply,
coordination of transport, of trade terms and price and pay-
ments and all the other conslderatvions that eanter into the
import picture. And, of course, theve were the difficulties
involved in gebtting all these war-devastated economies in runnlng
ordér once more. All of this had to he done simultaneously -
in coordination, so there quickly arose a need for some kind
of forum in which representatives of the Governments'concerned
could meet and work out solutions to thelr mufual problems.

The first antecedent of the present OECD Special
Commiétee for Oil thus grew out of the Marshall Plan, as a
subgroup of the Orpanization for Furopean Economic Cooperation.
As you may guesp, the formal organizations developed for hand-
1ing the many probloms having to do with energy production and
uge in Wegtern burope eﬁolved in g number of sequences which 17T
i8 not my purpose o Qiscuss here, L6t me say by way of summa-
wizing that the present organization {ov Economicicboperation
and Development has an Energy Commlttee, which coordinates the
work of four technical commithees 1ln the energy field, namely
0ll, coal, electric power and gas.

The (il Commlttee has grown in usefulness along with
the growth in use of petroleum by the member countries of the

OECD. As many of you know, from first hand experience, the
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committee proved extremely helpful in easing the dislocations

causedlby the Suez Crigis, the tanker shortage of the carly
1950's and the preclpitate shut-down of the Anglo-TIranian
faeilities in 1951, In addition to its obvlous value in these
evises, the Committee has, year in and year out, persevered

in studylng and offering solution to many problems of less
urgency but.cf scarcely less importance. One of ite mqst
significant contributions has been that of compiling, standard-
izing, and publishing a great volume of gtatistical data on
petroleun supply, demand, movement and trade applicable fo the
Member countfies. in addition to the current statistical
surveys, the Committee also publishes a bi-annual reportc
summarlzing the oil activity of the OECD Community, as well

a8 a number of monographs on particular subjects, The most
vacent of the bi-annual reports, "OL1 Today," was published
1aét yéar. 7. 3, influence 13 present in the ineor of the
report as well as the data presented.

The OL1 Commltiee has traditionally devobtad 1ts
attention o the major pollcey aspects of the various problems
that presented themselves. In the early years of its activity,
the Committes put heavy emphasis on the long term refinery
expansion plans of the parilcipatlng countries, with the object
of drawing up @ coordinated program of vefinery construction
and expangicn, This was succeeded by a shift in the Commlttee's

concern to other mabtters, particularly fthe avallability of crude
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oil, growlng out of the threats o the security of access to

Middle East oll between 1951 and 1956, The shock of tThe Suez

events has left a legacy of pre-occupatlon with the security

of oil which is still strongly reflected in dimcussions of
Furopean energypolicy.

Currently the Committee is consldering the study of
o pumber of issues which I wlll touch on briefly. One of the
mogt intricats of these 1s the mabter of long distance trunk
oil pipelines, he mulbipllcation of pil nipelines presents
some new problemi to Europe, and the nced Tor comparable systems
of rvegulations for the entlye Western Puropeah area is obvious.
There 18, abt the same $Iine, however, a Turopean bendency o
treat the introductlen of pipelines as competltive with
eatablished trangporstlon systems, and then O adopt a pro-
tectlve atvitude toward the latter, You can readily appreclate
the need for a proper understanding of The true nature of plpe-
ines snd their special Ilmportance to The OLL Industry by the
various natlons who wuat depend upon théir ef{iclent operaitlon,
and why the issue iz of current inherest to vhe 011 Committee.

Tn another arca of concern, the Conmlttee has appolnted
a small working nperty to kecp under conftant review 2ll con-
siderations bearing upoa sources of oil gupply and it¢s
assoclated problems, especlally those of* transportatlon and
diverglfication of mources, for what I would call the near-to-mildé

ranee future. Representativesol the European Economic Community
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also participate in this review with members of the working
parcy.

The scope of this study 1s a falr indication of the
nature and extvent of Western Europe's concern for its future
supplies of encrgy. The experiences of Abadan and Suez are
well remembered, and it 1s understandable that the matter of'
continuity of petroleum supply 18 a foremost concern of a
community which produces only €% of its vequirements. The
gtudies of the working party are deslgned o seek a thorough
underatanding of the prohlemz and through thls understanding,
arvive at workable solutions.

_The range of considerations which bear upon the
European supply problem are the obvioﬁs ones that attend the
diseovery and productlon of oil in fairly remote areas thav
are not under the political control of the using countries,
There are the questions of physical adequacy of bhoth reserves
and production capacity, and whether they will prove adequate
to support the continvally increasing demands of the market.
Obviously, thig 1s not what you could call a besetting problem
for the present, bubt it is worth looking at for its long
term implications, %here ave algo consideratlons of transport
adcquacy, in parbtiecular The diminishing quallty of flexibility
posed hy the 1ngvﬁa31ﬂg amount of oll carcied 1n large, deep
draft tankers limited in the number of porta they can enter,

Bevond these questlons of physical availability are those
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relating to investment levels. Can, and will, Ghe industry

provide the necessary plant 1nvestﬁent required to meet The
market demands seveyal years hence?

Overghadowlng the purely physical and economic
congideratlons is the possibillty of adverse developments of a
political or military nature which may result in significant
decreases in the availability of oil or increases ln cost.

The matter of remeﬁies, if required, must necessarily
wait on full analysis of the problems, and 1s thus reserved
for avbention later 1n the progresza of the study, I think it
15 sufficient ©o say that whabtever time 1s required for the
sgtudy of solutions Lo the problems wlll be made available. It
is in the character of this important study effort that nothing
1s belng done in hasbe, that the objeetlve it a thorough-going,
patiens wveview of all pevtinent factorg, and that the study wlll
be as good a prduct as the group can possibly make 1t,

On another matter, the intenslve exploration activity
now going on in the Worth Sea 1s a subject of quite proper
interent to the Committee, which keeps under continual study the
segreh for an exploitation of oil and gas depoglts in the
West European arsa. Of these, of course, the North Sea is
the hotteat and currently the most promising.

Two relatively new factors in the European oil
picture have drasn a recognliion from the Comnittee that further

study is needed. The rapldly growing importance of gas in the
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energy markets of Europe, primarily from-the Dutch discovery,
but also including the import of liquiiied methane from North
Africa, will have importent effects upon the Ruropean economy.
The even more rapid growth in recent years of the petrochemleal
industry merits much more abbtention than 1T has sb far been
given, Some of the largest and most modern petrochemical
plants in the werld are now being constructed lu Western
Europe -- a matter of more than caéual interest I think to the
U. 8, 011 induséry, I hope that work will proceed rapldly
on thease several impowtant study areas.

Aé an aid in keeping i1ts membershlp informed of
Limporvant develooments in the world petroleum situation and %o

promote greater understanding between Member Governments of oll

prohlems, the Comulbtee hag for the past fow years arvanged for
special prescntations on vavious aspects of The oll business.

Thepe presentabions are mads both by Member (overnments and by

Ll

0il companics, and consict of a gu

i

te detailed Hreatment of the
pollclien, Qutlook, expericnee, and problems involved in the
subject under study. They are subject to guestion and review
by the other Delegates, and out of the discourae there generally
comes an imp?oved understanding of, if not agreement on, the
matters heing presented.

Although mewberghip on the 0il Cowmittee 1s confined
to Covernmenit officials, they are advised gt each meeting by

industry representatives., One of my eavily problems was to get
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U. S, company participation in an advisory role to the U. 8.
Delegate in the Commlttee Sessionsg. Fortunately it was possible
to work out the necessary arrangeménts i1a cooperavion wlth the
Department of Justice and the Petroleum Advisory Commltiee
was formed. Theve arve elght memebers on the Commlttee,
selected by the Amerlcan Petroleum Insvitute from among the
officials of companies with International operations, to
serve one year texrmg., In addition to thelr congultative

services here at home, they attend each of the meetings of the

0Ll Commitiee Iln Geams of two, overlapping, so that one advisor
is attending for the first time while the other 1s attending for
the second and last time. Thelr advice covers a range from
highly technlical operating information to matters of broad
natlonal concern, It has been extremely helpful and productive,

and I congider mysell Tortunate indeed %o have had such competenc

The Pesvoleun Advisory Committee and its memﬁers have
heen of particulav assistance to the official ﬁ. 3. Delegation in
helpling vo prepare the presentations -- bhoth company presenta.
tlong and country preéentaﬁions -= which have bheen such a valuéble
means of improving understanding among the wvarious membef
nations in regard to petroleum matiers, Presentations have so
far been made by the Standard 011 Company of New Jersey and the
Socony Moblil 0il Company, and a third company is tentatively

scheduled for The next meetlng of the Commlttee., Presentations



dg-10

end dg
ajl fols

53

are, of course, not confined to U. 3. companles, British
Petroleum, Royal Dubch Shell and E. N, I. have glven excellent
accounts of their operations,

vear by year, and at times in painfully sloﬁ steps,
1t seéms at time, we do make progress toward a better. artic-
ulated relationsnip among ouvr geveral countries in matters of
0il policy. It has been a learning process all the way, for
211 of us. I for ene have enjoyed it lmmensely, and I feel
sure that those members of the petroleum industry who have
participated in the Petroleum Advisory Committee feel gimilarly
rewarded for their conbribution of time and effprt, The OECD,
and the saeveral committees which operate under it, including the
011 committee, represent a unique and welcome mechanism for
discussing certain common economic concerns. AS guch these
commltbees supplement and reinforce the continﬁing diplomatic
dialogue hetween individual nations and contribute %o the more
harmoﬁious relationships of a Free World economic community
which is pgrowing increasingly more interdependent as each
year goes by. I belleve they deserve our continued enthusiasfic
BUPROYTG,

(Applause)
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I am now going to call on my co-chairman, Admiral
lattu, to introduce the government guests,

( | REAR ADMIRAL LATTU: Mr. Chairman, and gentlemen,
there ave too many government guests to 1list them all. There
are 20 here today from the Office of Emergency Planning.

There are vrepresentatives from the Congr egsional,
from the Doparumenu of Defense, the Department of State, the
Department of Justice, the Department of Health, [Education, and
Welfare, the TFederal Power Commission, the Central Intell nee
Agency, the Department of Commerce and Department of Agriculture.
T would just like to c¢all on a few to stand, if they

( would not mind,

Justinua Could, Counzel, House Select Committee on
Small Businessz. (Applause)

Andrew 3tevenson, ?rofession&l Staff Member, House
Commititee on Interstate and Forelgn Commerce. {Applause)

We have Captain Lovell, Maval Petroleum and 011
Shale Reserves, {Applavse )

Andrew Ensor, Dirvector, 0ffice of Fuels and Energy,
State Department. |

T gsaw him come in. Apparently he has left.

Lawrence J. O'Connor, Jr., who you all know,

(Applause) |

Thank you very much for comlng here, gentlemen.
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MR, HAMON: I would like the following gentlemen to
remain and come uvp to the Chair at the concluslon of the meeting:
A;L, Nickerson, Jack H. Aberhathy, Michael Halder,
Fred Hartley, and John G. Hurd.
Next I am going tocall on Clyde McGraw. He is

chairman of the Emergency Advisory Committee fdr Natural Gas.
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MR, MeGRAW: Thank you, Mr., Chairman,

mhe President of the United States has promulgated a
National Plan for Emergency Preparedness., The Secretary of
the Interior ig charged by Executlve Order with the preparation
and development of plans and programs deslgned to provide a
skate of readiness in petroleum and gas with respect to all
condltions of Natvional emergency.

The Office of 0il and Gas of the Department of the
Tnterior has orgenized the "Emergency Petroleum and Gas
Administration” -- we call 1t IPGA -- o administer this
asslgament,

Industry advigory groups have been appeinted by the
Secretary to advise and asgigc the Deparitment in 1ts plans
to carry out this funetlon., In addition o the Naﬁiongl
Petroleum Council's (ommiibee on Prepavedness for the Petroleum
Tndugtry and its Subcommittee for LPGA Manuals, the 3ecrevary as
of July 1, 1862 appointed an Emergency Advisory Commlttee for
Natural Gas,

On May 13 of this year the Department of the Interior
igsued a press releage announclng The publication of an Emergency
Operations Manual for The Nabtural Gas Industry, This manual
was the result of a joint éffort of subcommittees of the Emer-
gency Advisory commitiee for Watural 0as which has been
established by the Inberion Department working with the Depars-

menc!'s Office of 0il and Gas,
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The Natural Gas Manual covers emergency procedures oh
only these facilities which conunect gas supply sources to gas
consumers but this sezment of our industry is a very signiflcant
factor ln defense planning.

Because of wery nigh dispersal of facllities both for
the prodﬁctinn of' natural gas and facilities for The trans-
mission of nabtural gas to market, the abilivty vo maké simple
repalrs and restcre service and the many interconnectlons
between pilpe lone systems, it 1s believed that gas pipe line
operations can be resumed in a cdmpafatively short period. of
time, even after a masaive bombing attack.

It is quite probablé that gas markets would suffer to

[-.'J

a preater extent than gas supply and transmission in case of an
attack and a lavpe quantity of natural gas would be avallable as
a subsbitute supply of energy during the interval whlle other
fuel sources wers haing restored,

We all know that the United States has a very con-
aiderable amount of wevaliatory ability and should we ever be
bombed and therefore retailiate, both our own and our enemy's
resources will not be normallzed for some time, The country:
which can rescore 1£s interior economy the goonest will have an
important avrategic advantage.

The Basie Policy stated in the ménual "The National
Plan for Eme:gency Preparedness” has for 1t 8 keystone pirinelple

that we -~ and I quote -~ "continue a basically free economy and
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private operation of industry, subject Ho government regulation
only to the extent necessary to the public interest." The
game maenual in Chapier 10, entltled Fuel and Energy, further
stotes -- I will quote again -- "although subject to emergency
controls and vegulatlions the provision of fuel and energy and
the construction, Operation; and maintenance of fuel and energy
Pacllities would remain Tthe rvesponnibility of thelr owmers and
operatofs. in any nabtional emergency Tthe Federal government
would invole emergency control measures for fuel and energy
only %0 the exteni nccegsary torweet the requivements of the
emergency.” In other words, the responsibility for control
and operatvion will remaln in the hands of those who best know
how to do the Job., These quotations from the manual are not
just a promise, hoy carry with them a dofinite vesponsiblility
for industry not onliy to cooperate with the Interior Department
vub also Lo insbistutc on our own the necessary company-wide
emergeney procedures to implement the national plan, and %o
coordinate these procedurcs with the EPGA group in the Interior
Department.,

Just a word to tell you how the gas transmission,
industry is ovganlzed for an all-cut national emergency. First,'
we have assumed thai all normal communlcasions wlll be dis-
rupved for an lndefinlte period or time. ~hevefore we must
depend upon the ingenulty of the individual and the effzctiveness

of previous emergency planning to restore operations., To tThis
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end natural gas transmisslon systems have been divided into nine
operating groups., These groups are based as nearly as possible
on common gas ISupply areas and common market.areas and dis-
regard the boundaries of the eight Office of Emergency Planning
regions, although they are each related %o an EPGA regional
office, It 1s planned 0 man the operating group offices with
previously selecued Executlive Réservists who will operate
avtonomously under prearranged plans untll communications have
been resgored, In an emergency Ixccutive Reservlists who have
been assigned to gas operations at any of the elght EPGA
Regions will proceed %o these locations a3 =oon as conditions
permit. A3 westoration vo normalcy progresses and communlcations
are avallable to do so, the gas operating group offices will
contact the regional offices to glve and receive further infor-
mation.,

Each gas transmission company wlll prepare 1%s own
Emergency Operations Manual to provide for continuation of
operatioﬁs to the exbtent vossible in each isolated location
until coordinated actlvity becomes pogslible through the res-
stovation of communications,

Thege plang agswme, but do not gpeclily details,_that
gas productlon will also be continued on.an "as available"
bagia, Detailed planninglfcr gag supply eméfgency conditions
will bhe worled out between ¢ach pipeline énd itﬁ Individual

suppliers,
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in case of less than total emergencies, in which case
communications ave avallable, These plang can he partially acti-
vated or modified as conditions warrant. The National Plaﬁ for
Emergency Preparedness issued in December 1964 provides that
n"State and local governments are responsible for civll defense
operations within their jurisgdictions.," In the natural gas
industry this 15 assumed to include most gas distribution matbers.
Under this assumption the gas distribution division of EPGA
would princlpally have liaison duties between gas supply and
trenoemiseion and distribubtlon companies and local officlals.

Plans ave not yeht complebe with respect to the pipe
1incs! velaticnship with distribution companies, but these are
progressing. Actual emergency operating procedures also have not
been woirked out hetuecen zeveral of the pige lines and gas
producers. MNeither have emevgency communtications plans been
finatized. The subject of tele-communilcations, lncluding those
for oil and gas, ave vhe responsibllity of anotvher committeen
This is genevally referred to ag the NIAC Committee,

During the comlng year our committee expects to recom-
mend $o0 the Department of the Interlor The organizational pattern
and funetions of gas distribubions divisions of the national
and regionai organizabiony with the EPGA and prepare a manual as
a supplement‘to the gas transmission manual, The natural gas
trangmigeion pipeline maps which were complled by members

of our commitiee will be updabed. We will also examine the




poszible use of obsolete Titan and Atlas missiles sllo pits

for emergency purpose and we wlll make recopmendations dealing

L

with information and data required by the EFGA for The success-

ful discharge of the vesponsibilities with regard to gas trans-
mission and distribubtlon.

There mabters ave all receiving attention and the

Secratary of the Inberior has veappolinted the Emevgency Advisory
Commitéee for Natural Gas ror another year, Cur Committee expects
.to see a 1low éf Adwival Tattu and hig staff during the next

twelve months.

ajl {Applauvse)
fols
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MR, HAMON: Thank wvou Tor a very excellent report.

I am going to turn the Chair over to Admiral Lattu
to introduce the next speaker.

REAR ADMIRAL LATTU: Gentlemen, it is an honor and
pleasure fér me to introduce our friend. You have seen him
here often, We hope he will keep coming here often to give us
hig gtory, Lleutenant General 0Ogcar Senter.

LIEBUTENANT GENERAL SENTER: Mr. Chairman, it is always
a privilege and honor to particlpate in these meeting with this.
Council. It hardly seems possible that four months have
passed since we had our last meeting.

My remarks thils morning wili be brlef, simply because
gecurity prevents very much discussion of our most important
maverial operation; Viet-Nam.,

Laat Mavch we talked about petroleum logistics in
Southeast Aai%i Also at that time I explainad the Defense
Department’s overseas procuvenment, and this yearts plan to
return $27 million in offshore procuvement. This action was
dlrected as a contribution to the U.S. balance of payments
which Secretary Fowler talked about allittle while ago, and I
might say that this action, thls $27 million return, has been
implemenced and is almost comblete.

Since our last meeting, and particularly duﬁing the
last few months, dramatic military petroleum increaées in

requirements have had a profound effect on both of-these
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subjects, petroleumloglstics In the Far East and also procure-
ment.

You know of course there 1s a siteady bulld-up of
ground and alr forces in the Republic of Viet-Nam., Our
Seventh Ileet is patrolling the South China Seas, and its
aiveralt strilke North Viet~namese targets. B-52's, re-
fuelled by KCI-35 Gankers, £ly over 2,000 mliles to this area
%o drop their bombs,

These and the many other supporting operations
consume staggering guantlties of petroleum products. I would
remind this audiehcenthatfunder~today’s operating conditions .
in the Southwest Pacific, a carrier of the Forestal class,
and its aircraft, consumes 200,000 gallons of fuel each day,
Resupply from distant reflners of just this one ship's dally
requlrements amovnt to 3.6 million ton miles of transportation.

A B-52 gulps 2500 gallons of fuel per houf, while a
Jet fighter, while its rate of consumption is about half as
much, makes several strikes per day over short distances. Tanks,
weapon carriers and trucks thirst for oil too. In fact, all
modern forces requlre huge quantitles of petroleum products fgr
their operations.

Additionally we must insure the support of the
civilian’economy. Thls has become a more difficult task by the
Viet-Cong introduaztion of roads, rallroads, and barge trafflc.

South Vliet-Nam and the military forces there continue to be
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supplied from the conmercial contacts.

Since I talked to.you 1ést March, théir requirements
have leaped approximately 300 percent. ILocal oil company
officials ave feverishly trylng to expand their storvage facili-
tleg ang equipmen?) At the same time, our own military forces
are acceleréting the development of supply vases along the

[

coastal areas., These will include peteoleum facllities for

“recelving, storing, and distributing bulk products

Rack o the WESﬁéfﬁ Paciflec avea, during the mont
of June actual dellverles into the military bulk storage
terminals, which you remember -- the Phlliippines, Guam, Okinawa,
and Japan -~ increassd GO percent over the average of the last
six months., This surge was met by rescheduling of tankers
loaded fyom miltitary verminal stoeks,diverting tankers sailling
to other areas, charvtering addivional ships, converting at
least one tanker to haul naval special in lleu of clean

£

produets, and avrangling Loy contract tours to meet accelerated
1i7% schedules.

With the high tonnage involved, the uncertainty of
the tanker market, and the long distances, we were fortunate
in having an exisilng pipe line with the gquantlity, quality and
varlety of products needed.

Now we are develooing plang Lo support possible new
surges in reguirements of np to several hundred percent ~- I

am %talking about the whole avea.
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Industry sources world-wide are belng examinsd to
develop supplies, both ©o the seene of requiremsnts and in other
arveas of the world,

While milltary bulk storage and handling facilities
in the Western Paaific -~ the islands I spoke of -« are belng
expanded, to repest an old c¢liche, the fighting man needs
bulless, beans and petroleun,

T have indicated the road ahead points to greatly

increased demands 1n the areas discussed. Without telling any

more, I am sure you, the petroleum lndustry, have an excellent
understanding and appreciatvion of petroleum's vital role in
thepe operations. Of course with your help and support, 1 am

confident we will meet all of our challenges successfully,

Thank you very much,

(Applauvse)

MR. HAMON: I am going to ask my eon-chalirman,
Admiral Latbu, to make a few remarks,

REAR ADMIRAL LATTU: Thank you, Jale.

I vould first like to thank Mr. Boyd, Orville
Carpenter and Gibson Jaworek on the fine job they have done on
this report, which you will hear later this wmorning., I know
they have done aﬁ cutstanding job. I have read the report over
the week-end, and I have participated in some of the committee
meetings,

1t is a colncldence that yesterday I initialed a letter
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to Mr. Moody where he sent a copy of a report to us, after

sending a letter to OLP, suggesting that this type of study be
made. So I am svre this report will be looked at very closely
by Mr. Moody and his staff. ?I#.is ah area we do hot know too
muech abouts, and I know all the géverﬁment actlvities are
looking forward to this report and study.

Agéin, a jobh well done, #nd we are certainly happy
to have this jeob done.

At the last meeting of the Councll I spoke to the
general subjJect of the work belng done by the Department of the
Interior looklng toward increased readiness to deal with oil
and gas.problems in a national emergency.

Since the MNarch meeting we have had the opportunity to
test our degree of readiness in a number of areas, Members
from industry end pgoverament participated in hypothetical
general war condltions.

Without goling into detalls, T can say that in my
oplnion -- sharved by everyone with whom I have %alked -- the
o$ganization, the plans, ware baglcally stund., The procedures

which have been laid down stood the test. We learned a great

deal about what we had in hand, and we learned even more about

2

what remains to be done. .Some th}tgﬁ are stlll subject to
Amprovement, tightening up andlfléshing out., .

Above all, %he Execublve Reserviects from industry
performed 1ln an outstanding manner under a strange environment --

both simulated and real -- in which they had to function.
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They all have wy profound admlration and my hearty congratula-
tions on a Job well done, I hope_that an increasing number
will be abhle to partlcipate in this essentlal actlvity in the
future.

I am confident that our emergency petroleum organiza-
tions are fast approaching a "Go" condition. This 1s re-
assuring to me, as I lknow it is tb you, kn the light of
the present tenge world situvatlon. This improved state of
readiness ls & direct credit to our Execufive Reservists in the
petroleun industry who serve and train in our ewmergency
petroleum and gas organization in order to be ready for thelr
emergency responslbiilties.

| But it also reflects the spirit of understanding
and cooperation of those senlor company officials who made
théir subordinates available for these important duties. This
1z slmply one more example of the willingness of your industry
to make the necessary investment of time and talent to insure a
étrong@r, hetter yprepared America,

Let me turn now to sowme other ltems of possible
interest. The Executive Reserve vecrultment program is con-
tinuing at a good pace, with 166 appointments active and 62
being processed.

Among the latier, by the way, are the two remaining
key positions of Reglional Administrator for Regions 3 and 7.

The selections have been made, the candidates have accepted,
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and the detalls of processing are belng completed.

T want to add here a note of appreciliation for the way
in which the major-companles have assisted our recruitment
efforts by designating key officlals with whom we can discuss
our problems in this area. These individuals have been extremely
helpful, and thelr assistance is most welcome. In addition
to the potential 228 industry reserﬁists, 19 Federal employees
have been slotted to key posltions in the EPGA organization.

In response ﬁo the Council's recommendatlion, we have
begun a training and ovientation program which has so far
ineluded a seminar for Reglonal Mobilirzation Representatives,
Regional Administrators, and selected éxecutive reservists in

Reglons 5, 6, and 7. There will be others in the future.
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‘Also pursvant to the Councll's recommendation, my
office has completed, or will complete shortly, an Administrative
Manuval for the Emergency Petroleum and Gas Administration,

Approximately 48 basic regulations covering Adminis-
trative services, Budget, Personnel, Property and Records
Manégement, and similar toples, are belng drafted and reviewed
by personnel of wmy offlce.

In the field of industrial preparedness, our infor-
mation is admittedly someuwhat sketchy on the smaller companies
and installations., Insofar as the large companies are concerned,
we are encouraged by the knowledge that planning is well
advanced, and that a large majurity of them have fully de-
veloped plans to deal with disaster conditions and assure
orderly recovery.

I would offer one more thought. Thwough all of
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history freedom has always been one of the rarest of

treasures in man's inventory of social values. And because 1T
is s0 rare, 1t commands a price that only a relatively few
nations have been willing and able to pay. But there is a
gross unevenness in the tlme and manner in whlch thils price is
paid, so that the true cost of a nation's freedom may be
hidden for years in the seeming tranquillity of peace, and only
in war is the full hill presented for payment.

3o it has been with us. This 1s not to say that we
are not aware of the heavy commitments we have undertaken
during the past several years of the Cold War. We are, and
our iﬁvestment has brought us a certain amount of time and a
certain degree of security. But we are now beling reminded_
almoat dally that what we have so far palild has noﬁ been enough;
that more will be demanded; that the price of our freedom in
this jungle world ls greater than we had previously thought.

For these reasons the el forts we are making toward
increasing our readiness to meet Che demands of a national
emergency take on a deeper and more urgent meaning than we;
have given them up to now. We have planned and trained and
conducted exercises wlthin & context of assumptions and simulated
conditions whilch Here tolerable to us, I suspect, mainly because
we knew they were assunmpilons and simulated conditions. But

there is nothlng a4t 21l simvlated about the fact that Americans

are dying today in Vietnam, and that others will die before the




- earnest attentlon vo those matters of security and readiness,

7
1ssue 1s finally resolved in that unhappy country. The value of
all our preparations must begin with a graar of the eszential

connection between hypothesis and reality, and a willingness
to accept the possibility that the one may at some time become
the other.

1t is with these thoughts that T ask your continued

both at company and national levels of responsibility., which
may make the diffevence between the survival or extinction
of freedom in the worid, 'Its price is very higﬁ; ut 1té value
ié greater still.

(Applause)

MR. HAMON: DNow I am going to call for the final report
by the Committee on Emergency Fuel Coﬁvertibility, by Howard
Boyd,

This commitee has worked hard, and I belleve is due

cur thanks for a very excellent report,

Howard.

MR. BOY¥D: M Chairman, gentlemen, back in March of
1964 our distinguished member, Mr, John M, Kel'y, then acting
as Assistant Secretary of the Interior, advised wﬁe Chairman of
the Council that the Interior Department, fulfilling its
responsibilities felating to emergency preparedness planning,
had a recognized need %o know the extent to which resideﬁtial,

commercial and industrial consumers of various types of fuel
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could convert from one type of fuel to another in emergency
sitvations, Mr. Kelly requested the Councll ©o explore approaches
to the problem of emergency fuel convertibility in the national
econcomy and to advise as tTo the categories of fuel consumers
that might be advantageously studled wlth reference to this
subject.

I would like to digress at this moment to emphasize
that 1t was the categories of fuel convertihllity that this
commltiee was aslked to explore, and this report does not purport
to he an exhaustlve siudy of the extent to which those several
cétegories caﬁ he subjected to emergency fuel cqnvertibility.

However, 1ln order %o Qgtermine the categories that
were worthy of fﬁrther study,rit was first necessary to make
some preliminary determination of the extent to whlch these
categories admitted ol emergency fuel cdnvertibility.

The Councll accepted this assignmeat and the Committee
on Emergency fuel Convertilbility was established in May 1964,
with 21 meﬁbers, then chalred by Mr. Orville Carventer, whom I
succeeded upen hls retirvement from the Council.

The Tollowlng month a 16-man Technlcal Subcommittee
was appointed under the chairwmanshlp orf Mr, W, Gibson Jaworek
of The Marathon 011 Company, To assist the committee with this
task,

That description of Mr. Jaworek's contributlon to

the merit of this report is a euphonism.(- think that the
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members of my comnittee would feel that I was remiss 1f I did
not take thils occasion to publicly acknowledge that the merit
of thils report in larpge measure is attributable to Mr.
Jaworek's contribution.

I would like to summarize for you, briefly, the final
report of the committee, coﬁpléte copies of which you have all
recelved this moruing.

You wlll note that the report is presented in three
major sections:

(1) Ten principal {indings and concluslons;

(2) The body of the report_stating the-scope of
the study and its assumptions and limitations; and containing
the detalled findings; and

(3) An appendlx section contalning statistical
tables and other exhibits,

It 1s lumportant to note that the Council, 1in agreeing
to undertake this assignment, limited the scope of the study
t0 physilcal facllities only, without regard to economics or
the highly impowtant guestion of avallabilivy of alternate
sources of fuel supply. In addition, Interiorisz study reguest
excluded inter-fuel convertibhility existling at eletric
utllity generating stavlons, since the PFederal Power Comnlssion
is presently making & separate study of this area.

No information on the extent or feasibility of

emergency fuel convertlbility has been compiled since partial
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13 studies conducted during World War II. This commlttee must

report that 1t could uncover no data identlifying converti—
?}//””ﬁ_mﬁiiif&?éé%géfiéi>directly. This study, then must be considered
o only as a first attempt to analyze the convertlbllity possl-
bilitiés from other existing data and based upon the Jjudgment
and experience of the subcommittee and committée members,

'Thusj‘while'this'report does not purport to be a
cbmprehensive survey of the proplem of the identification
of fuel convertibiiity, it ddes-provideﬁbackground which can
serve to pinpoint further areas of investigation if required
by the Government for emergency planning purposes.

While there are mahy degrees of fuel interchangeability
depnding upon time, manpover and supplies avallable, for the
purposes of this study "emergency fuel convertlbility' was
divided into two admivitedly arbltrary types,

One was described as primary convertlbility. Thils
was designed to he a situation whevre the fuel consﬁgmef
can change utillization of energy suﬁplies eésily within five
days! time without any significant alteration of cohsuming

- equipment or the need¢ for offfpremiées equipment or suppilles.

And the second type,‘admittedly arbitrary, was
described as secondary convertibllity, and this was designed
to be the situation where the limit of the period of time
required for full conversion is extended to 30 days, and

includes the provision that the consumer muet make a minor
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change to his consuming egulpment whiech may necessitate some
supplies {'rom outside his premises,

With these assumptions and limitatioas the commlttee,
in its report, delines the major categories of fuel consumers

and summarizes the results of 1ts thorough search for existing

information and dava on the existence of or potential for fuel
converslon in theze major categories., Next the committee examinés
the technical problems inhereﬁt in fuel convertibility. !

Finally the committee reviews the quantitatlve -and-
aqueritative Information it was able to develop on the emergency
convertlbility possibilities of 1nduétria1, commarelal, and
residential fuel users.

Most emervsency convertibility wasa Jound to be in,
as you might cxpect, 1ndustrial_fuei usage for heat and power,
particularly by the steel and ailied metal industrial group, and
by the petroleum and coal prodﬁcts group and the paper and allied
products groug. |

Little likellhood of any "primary" conversion capa -
bility was found at small cdmme?c;al or at residential estab-
lishments. Howevew, arlimiﬁed amount of "secondary" emergency
convertlhility does exist in thosé categories, It is estimated
that not more than 5 pereent of the total Tuel usage in the |
residential and commercial category is réadily convertible.

I would like to state, however, at this polnt that

at least one member of our committee feecls that a more exhaustive
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study of residential and commercial fuel convertibility po-
tential is indicated, especially in the so-called hard-winter
areas.

Within the industrial sector the use use of fossil
fuels for ralsing steam in boilers is the largest simple
energy application, and by far the most siganificant source
of emergency fuei convertibility. Through the cooperation of
the American Boller Manufacturers Assoclation the committee
estimateslthat 31,100 large industrial watértube boilers were
in vse on January 1, 1965, with 2 steam capaclty of almost
1.3 billion pounds pexr hour. About 75 percent of the fuel
regquirements of these boilers is "primqriiy” convertible,
with the remaining 25 percent of fuel requlrements falling
within this category of ”secondarziy” convertible. hi\

Relving chiefly on the results of the survey of water-
tube holilevs, the commitee has estimated that under ideal con-

dticns of continuing cnergy supply, the amount of fuel converti-

vl
biliby in the United States i1z in the order of 6,850 trilliag
_ PON
btu's, of which two-thirds is "secondarily' convertible. T

This convertibllity, then, represents about 7O percent of
energy requlrements by manufacturing companles for heat and
power., This is equlvalent, houwever, To ;only 40 percent of
total industrial energy requirements which include fuvel raw
material uses,

In conclusion, may I reiterate that this report polnts
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cut in detail the problems aasswsciabed with the ildentificatlon
of emergency fuel convertibility. Despite these difficultie
it wes possible to make estimates of the degree of inter-

changeabiliiy and describe many of 158 teehnical and economie

L

characoerisiiocg,

.
]
'

The material here compllied may be sulfflcient for

- e

the needs of prevarvednsss planning envizioned in the inlvial

N

reguest for this study, Shouid furthere identification of fuel

convertiblliity be needed hy uthe Deparitmant of the Intexior,
the commities feels thig counld best be accompilishsd dy an
unelaborate survey of large lndustelal boiler 1nstallétions,
thus convassiag o very large portlon of aonvertible Tuel
quantitié? in the smallest aumber of egulpment walta.

an ail-~-incluaive survey of all $Tyoes and sizes of
fuel consumers would propably be uareallstic, and the con-
vertipillyy dets obtalned ia BUCH A anw(eda;u, dther than from

args boiler installatlons, would be of only marginal

yalue and relevancy to zignificant fuel couvertlhlliity in an

- =

My, Chaipman, I move She adoptleon of this raport, and

the dlischarvgze of this commlittes,
MR, HAMOITs Is there a sscond?
{Tne motion was seconded)

MR, HAMON: All those in favor oi the motion, signify

by saying aye.

e O
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(Chorus of ayes})

MR.lHAMON= Thank you, Howard, <{or a very excellent
report., | |

(Applause)

MR, HAMON: I am next going to call for Progress
reports of the various committee projects that the Councll 1is
undertaking atv the request of the Interlor Depaftment.

Firsy, the Committee on Effects of New Technology
on the Petrolewn Industry, Richard MeCurdy, Chalrman,

T vealize Mr., MeCurdy has just taken over the chalrman-
ship of the comuittee, aﬁd it may be a little unfair to call
on him. but I do SO anyway.

MR, MeCURDY: Mr. Chairman, you have already glven
the substance of my report. ( Lavghter)

Thereforae, ls it your pleasure that I actuwally read

Cilt, or shall I stbmit 167

MR, HAMON: Oh, wead 1%.

MR. McCIRDY: ‘fhank you.
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in January, 1965, the Honorable Joh®t M, Kelly,

Agsistant Sécretary of the Interior, requested the QOuncil to
undertake a study of the impact upon petroleum industry opefations
of the many signifibant technologic advances made by scientists
and engineers sinee World War II. Pointing to the deglirability of
Government being adequabtely informed in théese highly specialized
fields, the request specifically asked for an evaluation of the
impact of new knowledge and procedures upon crude productive
capacity, oil field recovery factors, refinery ylelds and product
quallty changes, The Council agreed to make tThis study at 1ts
meeting tast larch.

In keeping with this action, Chalrman jake L. Hamon,
appointed a thivteen-man committee tT0 underiake this assignmént.
Monvoe E. Spaght, then Presldent of Shell 0il Company, was named
chairman of this Committee while Henderson Supplee, Jr,, The
Atlantic Refining Company, wad named Vice Chalrman for Production
and Charies E. Spabr of The Standard Ol1l Company (Ohio) was named

Vice Chalrman for Refining.

Becauss of Mr. Spaght!'s removal from Shell's New York
Qity Office %o thelr Office in London, Council Chalrman Hamon
requested me Lo take over as Chalrman of the Committee in June,
Accovdingly, I will shortly disduss this mavter with The officers
of the Commibiee and with those Government officials concerned anc

we will bhegin ©

O

move Toruward on this challenging asslgnment as
soon as practlcahle,

(Applause)
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MR, HAMON: Next I want to c¢all on Mr. A.L.
Nickerson, chairman of the Committee on Emergency Preparedness
For the Petroleum Industry.

MR, NICKERSON: Mr. Chairman, Councill members, the
Committee on Emergency Prepﬂvecjess was formed in the spring

A s

of 1963, pursuant to a request by theASeCﬂetavy of the Interior,
.’}/]\\
"to (1) update the 1955 National Petroleum Council study,on.ﬁ

-5

;o (Rl e (ju~ NG/ TR Lﬁ,
é%sastef Eﬁanning-aéﬂfhe_petroleum and natural gas industries, /
and (2) to prepare a report and make recommendations concerning
a povernment study relatlng (o industry operations after'e
national emergency has been declared.

tﬂ;; Subcommittees were formed under W.L. Ingraham of
SOCAL and C.F. Scott of Socony to deal wlth these matters.
In July of 1964 both commlttees placed reports before the
Counecll which were accepted. Subsequently the committees were
discharged.

The Scobtt report, entitled "Petroleum and Natural
¢as in a National Emergenoy“ containedra numnber of recommnends-
tions to the Government, all of which were accepted by the
Secretary of the Interior.

At the Council in March of thls year Admiral Lattu,
of the Office of 01l and Gas, reported on the status of fthese
reconmendations and a conslderable degree of implementation that
.

had already been achleved by the Government,
£

In his letter of Novembe?11964 vo the Chairman of

i




end tape

‘ 31
the Council, the then ASsisitant Secretary of the Interior,

John Kelly, requested the Council’s further assistance in order
to achieve -~ and I quote -- "a pre-emergency readiness

posture for the Emergency Petroleum and Natural Gas Adminis-
tration”.

He wrote: "The NPC has‘been requested to draft for
Department consideration (1) a general informatlon handbook
about the EP@A, and {2) emefgency operating instructions for
use post atcack."

Pursuant to thls request, Chairman(ﬁamon reactivated

/ZWWL—CLX/?"C-(’ e R /Lj’/j':" (//)(’,/4227/4" "
Loco

the Commititee on Emergency . J/A‘k

o
T can now report to the Cbuncil that that subcommittee
has bzen formed under the chalrmanshipof T.W. Nelson, Sr.,
Vice Presildent of Socony to handle this assignment.
Mr. Nelson's commlttee held 1lts first meeting on

July 8th. It has been briefed by a battery of goverrment

experts on civil defense and emergency plaaning, and 1t is hard

at work on this lmportant assignment.

That conStitutes my reporwt, Mr;Chairman.

MR, HAMON: Thank you very much.

(Applauée)

MR. HAMON: I might add that ¥Mr. Nickerson®s initial
report, to which he referred, was s0 excellent that the
Defense Department ordered sowe 75,000 copies to be printed and

distributed, and that Mr. Nickerson -- we drafted him for the
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preparation of this report, so .that you might say he hes been
in continuous service since 1963 on this matter.

T will next call on J. Howard Rabin, Jr., chairman
of the Commibtee on Fubure Petroleum and Gas Producing Capabil-
ities.

MR. RAMBIN: fThank you, Mr. Chailrman, and members
of the Counecil.

vou willl recall at its meeting on Mafch 25 this
Council unanimously approved the recommendation of the Agenda
Commitiee to estahlish a speclal commlittee to study and report
on future pevroleum and gas producing capaiilitles in the United
States to the year 1870. This actlon was vaken 1in response
to a reguest from the Honoradble John M. Kelly, wlth a view
to establishing projections of produclng cepabilities for
beth peacetime and emergency planning.

Leeovrdingly. the Council chalrman, Mp. Hamon,
appointed a 20-man committee., We are fortunate that Mr,
Prockett of (ulf 01l Corporation ls serving as vice chalrman
for the crude il gide of the study; and ¥Wr., W.G, Maguire,
chairman ef Panhandle Bostern Plpe Line Co., 1ls serving as
vice chalrman for ges and natural gas liquids.

Mr. Xelly dzsignated Mr. Frederick 8. Lott,
Assistant Dilvector, (Operations, 0fflece of 011 and Gas, to

serve as govermmeilt co-chalrman of the commitftee.

After consultations with the vice chairmen and with
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m Mr. Lott and his colleagues. we have submitted to Mr. Hamon
for necessary government approvals the proposed membership of
two coordinating subcommittees.

( One is for future crude oil producing capabilities,
and the other 1s Tor future gas and natural gas liquid producing
capabilities.

It 1ls expected that this work will get undepway
probably now with the selection of these comnittees.

ME. HAMON: Thanlk you,

(Applauvse)

MR, HAMON: I will next call on Everett ¥. Wells,
Chalrman of the Committes on Materials Requlrements for

( Petroleum Refining,

Mr. Wells.

cicowen | MR, WBLLS: Mr. Chairman and membérs of the Counecill,
this is the second progress report of' the Committee on the
Materials Requlrements for Pefroleum Refining, and 1t will be
brilef,

As most of you know, 1in times of emergency the
Emergency Petroleum and Gas Admlnistratipn, under the U.S.
Department of the Interlor, has claimancy responsibilities for

(__ the materilals needed to assure continued operatlon of fHhe
petroleun industry. Tn July 1964 the National Petroleum Couneil,
at the request of the Department of the Interior, agreed to

: ¥ prepare a materlals study of the refining segment of the
14 &
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petroleum industry which could then serveﬂas a standard
against which the vallidity of clalwms could bhe measured.

The Committee on Materials Requirements‘ for
Petroleum Refining, consisting of 14 Councll members, was

appointed to undertake thls detailed study. OSubsequently, a

T~-man technical subcommittee was assembled under the chairman-

ship of Mr. Roland A. Whaly, Vice President of my company, to
analyze the problem and compile the necessary data.

T mlght say that Admiral Iattu 1is co—chaifman of
our conmittee, and he has taken a most active interest in the
detailed work of the subcommittee.

The subcommitiee met on March 18 and reached two
conclusions:

1. That new reflining facllities would be required
to replace damaged or destroyed facllitles under zevere
emergency conditions -« nuelear, In.non-nuclear national
emergency situvations, elither new or supplemental refining
facilities would probably be required, also, in order to
increasé production capabilities for fueis,

2. That the scope of the asslgnment wag, therefore,
t0 develop detalled estimates of essential materials require-
ments for the essential refllnery process facllities to meet
reflnary capacitvies from 1,000 to 150,000 barrels per day.
Thisg will provide prototypes refleeting the critical maverlals

requirements for elither an entlre refinery, or parts thereof,
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The technleal subcommittee submitted its recommenda-
tions to the parent committee with respect to 1lts understanding
of the scope of the assignment, certain beslc assumptions it
proposed to use, and how 1T planned to proceed.

The committee considered the suggestions from the
subcommitiee, and generally endorsed the approach as baslcally
sound. The subcommnittes has taken into account the comments of
its parent committee, particularly relating to the proposed
basic assumption, that there is a need to recognize & con-
tinued suhastantial demand for gesgoline to meet both military
and civilian transporsaticn requirements in an emergency, even
though increased refining emphasis will probably be placed on
jet fuels, the niddle distillates, and residuval type fuels.

All subcommlittee members agreed, &t their second
meeting on June 3, 1965, to proceed with individual assignments
made at that time and to develop materials regulirements
on a process-hy-process basis, thus enabling Interlor or the
EPGA to develop materials requirements {or e¢ither a complete
refinery or any component thereoi.

Subsequent need for technical assistance has. resulted
in the addition to the subcommittee of Mr. E.V. Nutt, of
American 011 Company's General Engineering Department. Our
subeomnitiee chalrman, Robert C. McCay, having eompleted hils
tour of duty as a member of the staff of the Office of 0il and

Gas, has heen replaced by his successor at the Office of 011
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and Gas, Mr, Robert E Wholgemuth, who was co-chalrman of the

subcomnitiee, We ave happy %o say that the Texas Company has

made available My, McCay's services, which will be very

helpful in carrying out the assignments of thé:égﬁiiftee.

(Applause)

MR, HAMON: I will next call on Chairman McGee of
the Committée on Updating the National 01l Policy.

Mr. McGee;

MR, MGGEE{ Mr, Chairman, gentlemen, this first report
for the Committee on National 0il Policy, which was formed
several months ago, will be a short one.

The commivtee ac@g@llyﬁas Just gotten underway with
its work, A small planning éroup from the full committee.has
met wilith Chairman MHamon, and With Admiral Lattu, and has
worked out a plan for ldentifying the elements that wlll be
necessary to update the 1649 report on National 0Oil Poiicy, and
also for asgembling this information for consideration by the
full committee,

A subcommlttee to draft the final report, and to
draft the suggestions that will be made to the full commlttee,
1s presently being formed., The National 011 Policy Committee
1gs indeed fortunate in having a good sound bazle document
in the 1949 report as a base from which to start its studies,
and I think by the next meeting of the Council, Mr. Chairman, we

will be able to report substantlal progress.
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{Applause)

MR, HAMON: Now I will call on Admiral Lattu, at
the conclusion of the new business, here, for an important
announcement .

Before we get on to new business, I want to urze all
of the members of the Council studying thls national oil
policy, 1f you have any suggestions, write to Chailrman D.A.
MeGee. Do not write just a sentence saying thils should be
done, but outline fully your ideas on the subject for the help
of D.A. NMcGee and his committee.

The next item of business is new business, Is thevre
any new business to come before the Councll?

CAPTAIN CARSON: I would llke to address the Council
regarding the statistics sbudy;

MR, BAMON: Will you come forward, Captain, please?

I might say this ls Captain Matthew V, Carson,
Altermate for Mpr. H.L, Steiniger; Sinclair.

Captain Carson,

CAPTAIN CARSON: Thank you, Mr, Chailrinan,

v, BE,L. Steiniger, the chairman of the board of
the Sinclair 0il Corporatlion, and a membher of this Council,
regrets that a very lmportant board meeting precludes his being
present here today, and he has requested me %o represént him
at this meeting and to express his concern with the petroleum

statistices study which is now belng carried on under the
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direction of the Bureau of the Budget.

Therefore I want to speak to you today for a few
minutes to bring to your attention the importance that we
belleve this statistical study has to the_industry;

Let me take just a moment to review very briefly
the history of fthe study. It had its inception in 1961 with
an intevapency comnitiee study on petroleum imporis. This
study led to the committee'’s conclusion in 1962 that =~ and I
quote ~- "satisfactory information concerning petroleum re-
serves, productive copacity and deliverabllity and their ex-
pansionabllity under noprmal and emergency conditions 1s
gerviously loackling., Suitable cost informatlion 1s even more
serlouvsly lacking. A great deal of fragmentary and sometimes
contradictory data arve available.,"

The orlginal committee for the purpose of studying
the questlon of petroleun imports expanded its actlvities
beyond ite original oblectives in that this interagency com-
mittee vecommended that the Bureau of the Budget, in cooperation
wilth other Federal agenﬁies, develop a proposal for & coordi-
nated scudy to provide for additional petroleum data.

o

Pursuvant to this recomnmendation a petroleum statlstics
study group, uhdex the pupervision of the Bureau of the Budget,
was orgenized, and a drai't report of this group, dated July 1,

1964, was circulated to the industry, a2nd comments were asked

for from the industry.
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Then the Bureau of the Budgetl earlier releasged a

so-called final report of the sﬁudy group on this question of
petroleum statistics; and we, &s well as othérs, took exception
to many of the provisions and implicatlons of the report,

if the program cutlined in the report is intended,

as 1t should be, to assist the various departments and agencies

in setting up a system of uniform reporting in the colatlon of
statistical data, which the industry is now furnishing; we
heartily applaud this effert. We admit fhat there is a serious
lack of classifiéation and definition in mattefsurelating to
producing capacity, petroleum reserves, and so forth. Un-
doubtedly this lack of uniformity and clagsification and defi-
nition‘Should_bg fesolved, and uﬁiformity of terms and
statistical summarles of industry Opefations 13 highly de—
sirable.

Howéver,finﬂthe study group report the entire scope
of - information to be required and enlarged upon does not
seem ~to have this'pufpose primarily in mind. Réther.it is .
dirvected in such a manner as ©o inciude cbst_and revenueﬁdata,
and many more detaills which are not now 1ncluded in the reports:x
submitted by the industry.

Not‘only would this defeat President Johnson*s
dirvective and his degire to reduce so many reports aﬁd paper
work regquired of buslness by the Government, but it woﬁld place

an even greater burden on the industry to accumulate and report
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completely new and additional data.

Addltionally this would further tend, we believe, to
tear down the vell of protection that prevents economlc data
from becoming publicly avallable in this country as well as in
other countries.

The study indicates that several agencies =-- or

perhaps one -- are really not Temlllar with the petroleum in-

o
=
th

T
=

dustry which wlght be charped this proposed statistlcal
gathering and compillation,

This could lead, we believe, to misunderstanding,
misintevpretation, and raulty dava.

To avoid this possibility, the Department of the
Interior, we helieve, is in the best positlon of all the
Goveprament agencizs to bring about a uniformlity of definition
and infozmation concerning the industry. It has in the past
conslistently collected more data on the petroleum industry,
and is more famillar wlth 1t,than any other Government agency.
Also, 1%t hag been degignated by President Johnson to supervise
and divect the Government’s activities with respect to pe-
troleum maitters,

The Department of Interior, with the assistance or
the industry, has demonstrated in the past its abillty to provide
the statistics necessary for the victorious zconduct of two

world wards, andé Interior would have in the future through its

own staff in the National Petroleum Council knowledge of full




12

91
and adequate personnel to continue this important work.

We therefore sse no reason why this important
responsibility should now be shifted to some other agency.

In view of the foregoing., we expressly hope that the
Department of the Interior will be the designated agency of
the Government to coordinate and revise as necessary statlstics
pertaining to the oll and gas industry, and we further hope that
if thls is done, the Secretary of the Interior will enlist the
aid of the Natlonal Petroleum Counﬁil in accomplishing this
purpose.

For MP.‘Steiniger, I wish to say we stand ready %o
cooperation to the greatest practical extent in this important
undertalking, and we urge that the Council do thé‘séme.

MR, HANDW: I see Mr, Warren asking to be recoghized.

WA, WARARN: A)1 T wanted to do, Mp. Hamon, was
report vo Captain Carson and Me. Steiniger that we endorse it.

It seems ©to me there are four pointé to be considered.
Tt is certainly understandable if the Government feels a lack
of statlstical informaticn, or conflicting information, that
the industry should make every effort to assist in getting
accurate, reliable, and needful information in the way of
statistics.

I think a second point ig, however -- and 0 me a
very important one ~- the statistics in themselves are not

the all-lmportant thing., A friend used to say figures don'y
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lie, butthere is a lot of romance in them, (Iaughter)

Judgments and the analysis, and the evaluwatlon of
these things are really very important. We can all look bazk
at studies that have been made under the best of assumptlons
v qualified people, and in the light of experlence lateyr it
developed that they mlssed their mark considerabhly, That has
not only happened in business, bhut in finance and other areas,

I think in the analysis off statistlecs and the trend,
and the forecasting and things of that kind, the Government will
be well advised to use the égunsel and advice of industry,
becavse ~- let's face it -~ it is only in industry where we
have so many people who are well versed in all of the lntri-
cacles of the petroleum industry.

The next poin® T would like te make iz %o réaffirm the
one that Captain Carson made, that in order to avoid conflicts
this thing should not be scattered ﬁhrougﬁout the Government:
it shovld be concentwated within the Interior Department, and
thew have thégstaff, Then the other agencies of Government can
call on them,

If you put the physical statistlics Iin one shop and
the economics in another, there 1s pgoing to be more conflict
than we have at the present time,

I think, M¥r. Chalrman. that is all T have to say.

MR, HAMON: Is Carl Reistle in the room?

Carl, you are chairman of the statistics group.
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MR, REISTIE: I have very little to add to what

Captain Cavson and Mr, Warven has sald,

T heartily subscrlbe to everything they have said.
I do fee ==

MR, HAMON: Won't you come up to the mi&rophone?
Maybe some people can't hear you.

MR. REISTLE: T doubt my remarks really jJjustlly this
position.

While we ave naturally concerned and somewhat {rus-~
trated with soms of the remavrks that were Iin the interagency
report, I feel that we are indebted to this group for focusing
our attention on the Tact that there was some questlon In mind
in certain brancheg of the Government that our statiétics were

.not adequate for their purposes, and that we should do something
about Themn.

I think those of us who were familiar with the
statistical problems in our own companies and in Yrade organlza-
tions, recognize sone of this, but we did not have quite the
incentive o do something about it.

As chairman of a swpecial study committee for API, it
became very obvious theve were some things that could and
should be done to improv our communication about the facts
of our industry and the Government's need for them,

it is also obvious that there ig 1Information desired

thét 1t is lmpossiblie to supply. The only method I know of 1s




15

oL
using a crystal ball, and that has not been very helpful in
my own particular company.

But névertheless, after our study in the API, we
reached the same conclusion, and the same regcommendatlon that
Captaln Carson has made, and President Ikard indlcated that
in his letter to the Director of the Bureau of the Budget, that
we thought the Depariment of the Interlor was the apgical
agency; with 1ts famlliarity with the petroleum Industry, and
with the expressed deslre of the President to place the
reaponslibllity for the pevroleum in the Interlor Department,
which 1s of course a historical responsibility, and one
certainly justlfied during our past emergency,

I feel strongly that thls should be placed in the
hands of the Department of the Interior, and I feel sure that
the National Petroleum Council could play a great part in
developing the definitions and a mutual understanding of the
problems between industry and Government.

I think this would provide a lialson agency whereby
the various agencics of government and the industry could dis-
cuss thelr problems, and we could improve and develop those
stafistics that woﬁld_be helpil to the industry.

I strongly Yeel there are ceftain requests for in-
formation which are not jjustified, and whille from time to
time Congress might call upon industry for that type of infor-

mation, I don’t think 1t is necessary the industry should be
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purdened with these on a regular basis

Mr, Chetrman, I hope that the Interior Department
wlll e assigned this responsibility, and I certainly hope you
wlll look favorably upon any regu=st that might come from the
Tnterior Deparitment for the National Petrolecum Councll to
participate in any study that might be needed,

MR, HAMOW: X will weceognize Minor Jamison since he
asked to be recognized for a few remarks on thiz subjeet,

Minor, will wyou come up to the platiform?

MR, JAMISON: UWhen dld I ask?

MR, HAMON: LExXcuse me.

&, JAMISON: I was very pleased, Mr., Chailrmsn and
members of the Council, because I subszscribe entirely to what
Carl seid. I would Jlike to emphasize one point that I think
or sugrest the industry ought to keep in mind on this thing, and
that ig that those of us who work with Tigures particularly in
comaction with national policler on depletion of gas and
all the cother matters, have found that stavistlics are
inadequate, and 1L would be hopeful that it would go to the

Intericy Depaxtment,

But I would alsoe be hopeful that the industry itself
would take 1% vpen ltseld to do more in this field,

I think we have an obligation to recognize these
inadeguacies and do something to correct thew.

MR, HAMON: I do not want %o rule out any further
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discussion., T do want to say the organization of the Councill
is such that we cannot initiate studies. We can request of
course of the Interior Department that we want to make a study,
but it is subject to their approval, and T believe, Admiral,
that in this case this is a Jjoint agency study with tThe Bureau
of the Budget, and untll we are reguested by the Interior
Department, or untill it is worited out that the Councll couid
talte 1% on, I think it has bheen very interesting listenlng to
the discugsslon, and cerfainly, Curl, 1f'we are asked to make
such a study, I am sure that all of the members.of the Council
would he williﬁg, as we always have been, subject to the
limitations or the approval of the Agenda Committee =-- to
undertalke such studles, but until we are asked to do so, and
untlil the Interior Department feels free to do s0, I think
there 1s no use in our doing anything, and there is nothing we
can do, Admiral, in my oplnion.

Ta that correct?

HEAR ADMIRAL TATTU: That is correct.

MR, HAFMOW: Will wvou make the announcement that you
wanted to make at this tine?

REAR ADMIRAL LATTU: Usually the press is Invited
after these meetlngs, so I assume they are outside. I would
like to have Mir, Donnell remain, John Kelly, Clyde McGraw,

General Senter, and Howaprd Boyd for questloning.

In addltlon, the members of Howard Boyd's committee,
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if they are here, we Would like to take a picture of after-
wards,

I might just comment very briefly on the subject
which was brought wp. The Interior Department had a study
group which I chalred of the Geologlecal Survey and Bureau of
Mines on oil import policy. We have been worklng for months
on this problem. U= made our recommendatlon to the Bureau of
the Budget. I understand all the other departments probably
have also wmade theirs, and that in approximately two months the.
Bureau of the Budpget will make a decislon on what action will
be taken on this report after they have reviewed all the
departmental comments.

T will state after taking a gpood look at thig =--
and I read at leasgt 60 or 80 letters from the various oil
industry people who have commented.mm this is a tremendous job --
looking ahead. It wlll involve the oll industry, the I0CC, and
through every one the States that are 1n the oll producing
business, in additlon to all the Government activities.

It will be a lot of hard work, whatever the Bureau
of the Budget recommends.

I have been in the business of statistics irndirectly

=

ior yeavs and years. I know that old statistics can be done
away with. But people, unfortunately, like %o have files. They
like a lot of old statistics, and unless you do away with it --

I am sure every one of you in your own companles have had this
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experience,

S0 T hope you do not go away Trom hefe today thinking
you are going to get a lot of new statistics énd that is all.
I think there is a good opportunity for z good group of people
who are going to do this fto take a good look at what we have
today, what can be eliminated, and what can be improved upon.
There is no reason why vou cannot mele some hay out of 1¢
while you are at it. DBut it is a Tremendcus challenge,
gentlemen, believe me. whatever comes cut of 1%.

MR, BHAMON: Thank jyou.

T repeat at the conclusion of the meeting I would
like to have IMp. Nickerson, Mpr. Abernathy, Mr., Haider, Mr,
Hartley and Mr. Hurd meet with me over in the corner,

There beling no further business, the Council atands

adjourned.

(Whereupon, at 12:00 o'clock noon, the confersnce

was adjourned. )






