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PROCEEDINGS
CHAIRMAN DONNELL: Members of ;he Council and Guests,
tha first order of business is the roll call by the Secretary.
MR. BROWN: J. H. Abernathy.
MR;.ABERNATHYs Here,
MR. BROWN: Anderson. G. M. Anderson.
(No response)
HR; BROWN: Robert O. Anderson.
(Nosesponsey Lvas/ Lol
MR; ﬁROWN: Mr. Baldridge.
MR, BALDRIDGE:; Here.
MR. BROWN: Mr, Bass,
MR. BASS: Here.
MR. BROWN: Mr. Batzall,.
MR. BATZELL: Here.
MR. BROWN: Mr, Carrol Bennett,
MR, BENNETT: Here,
MR, BROWN: Mr. Bergfors.
MR. BERGFORS: Here,
MR, BROWN: Mr. Bible.
‘MR, BIBLE: Hare;
MR, BROWN: Mr. Blaustein.
MR. BLAﬁSTEIN: Here.
MR, BROWN: Mr. Borger.

(No response)




MR. BROWN: Mr. Boyd.

MR. BOYD: Here.

MR, BROWN: Mr. Brazell,

(No response)

MR. BROWN: Mr. Brockettf

MR, BROCKETT: Here.

MR, BROWN: Mr. Bruce Brown.
MR, BROWN: Here.

MR. BROWN; Mr. M. C. Browning.
MR. BROWNING: Here.

CHAIRMAN DONNELL: Mr. Browning, will you pldase

Mr. Browning is a new member of the council.

President of the National 0il Jobbars Council.

to have you with us,

We are

MR, BROWNING: Thank you.
{Applausea)

MR. BROWN: Mr. Bruce.

MR. BRUCE: Here,

MR. BROWN: Mr. Buck,

MR, BUCK: Here,

MR, BROWN: Mr. Burlingame.
MR. BURLINGAME: Here,

MR, BROWN: Mr. John Burns.
MR, BURNS:; Here,

MR. BROWN: Mr. E. S. Calvert.
MR. CALVERT: Here.

He is

happy

stanb;ﬁ




" MR, BROWN: Mr. F. Allen Calvert.
MR, CALVERT: Herxe.

MR. BROWN: Mr. Casey.
MR. CASEY: Here.
_MR;5:_,BROWN: Mr. Chambers.
MR. CHAMBERS: Here.

MR. BROWN: .Mr..chandler.
- (Nbrresponae)

MR, BROWN: Mr., Cranmar.
MR, CRANMER: Here,

MR. BROWN: Mr. Doan.
(No response)

MR, BROWN: Mr, Donnell.
MR. DONNELL: nge.

MR, BROWN: Mr. Bckis.
MR. ECKIS: Here.

MR. BROWN: Mr. Elliott,
(No response)

MR. BROWN: Mr. Erickson.
rﬁa/oudzfaz¢tw7’“

MR, Enrcxsom %

MR. BROWN: Mr. Follis.
MR, FOLLIS: Here.

‘MR, BROWN: Mr. Foree.
MR, FOREE: Here,

MR, BROWN: Mr. Fox.

MR, FOX: Here., - '.:




Graham.

(No

MR.

MR,

MR.
MR.

MR,

MR.
MR,

MR,

7
BROWN: Mr. Getty. '

il ﬁihm4; LUWL/ 04£414AaLmJ
response) s U, o
BROWN; Mr. cGonzalez.
GONZALEYZ:; Here.

BROWN: Mr. Goodriech.
. , )
response) (fallee &, Freree’ Joae sAttrB

‘ BRWN* Mr. Graham.

RITCHIE: Frank M. Ritchie representing Ford

BROWN: Mr. Haider.

HAIDER: Here.

BROWN: Mr. Hamon.

JAMESON: Minor Jameson for Mr. Hamon.
BROWN: Mr. Harper.

HARPER: Here.

BROWN: Mr. Hartley.

HARTLEY: Here.

BROWNs. Mr., Hope.,

HOPE: Here.

. BROWN3 Mr. Hmll.

HOWELL 3 Herea.,

BROWN: Mr., Hurd,

HURDg Here,

BROWN: Mx., Ikard s

IKARDs Here,




MR. BROWN: Mr. Jackson.

MR. JACKSON: Here,

MR.'-'BROD.V!{: “Mr. J. Paul Jones.

.MR. JONE,S:l Heré.

MR. BROWN: .Mr., ﬁantzero

- “}¢ &»;’fW o

MBy—KRAMBR- Me—@v—iramer representing Kantzer,

MR, BROWN: Mr. Keeler.

MR. KEELER: | Here.

MR, BROWN: Mr. Kelly.

Mﬁ. KELLY: Hexe.

ME. BROWN: Mr. Kiltz.

MR, KILTZ: Here,

MR. BROWN: Mr. Koch.

MR, KOCH: Here.

HP_..«"‘ BROWN: Mr. Léar‘ned.

MR, LEARNED: Here.

MR, BROWN: Mr. .Lavy.‘

(No rasponas)

MR, BROWN: Mr. Loomis.

MR, PARTR‘IbGEl hepresanting Mr. Loomis, John
pPartridge. |

MR, BROWN: Mr. Ludwig.

MR, LUWIG: Here,

MR. BROWN: Mr. MeClure.

_(_mmm— {N’ﬁﬂ/ i Za/C_J'




MR, BROWN: Mr. McCollough.

(No response) _

MR. BROWN: Mr. Mccollum;-

T —— WW

MR, BROWN: Mr. McCurdy.

MR, McCURDY: Here.

MR, BROWN: Mr. McGes.

MR, BENNETT: Phi) Bennett representing Mr. McGee.

MR. BROWHN: Mr. McGraw.

MR. MCGRAW: Here,

MR, BROWN; Mr. Maréhall.,

MR, MARSHALL: Here,

MR, BROWN: Mx. Mecom.

(No response)

MR. BROWN: Mr. Don Miller.

MR, MILLER: Here.

MR, BROWN: Mr. Otto Miller,

(No response)

MR, BROWN: Mr. Moran.

MR. MORAN: Here.

CHAIRMAN DONNELL: Mr. Moran, would you please stand.

Mr. Moran is a new member of the Council. He is
Preaident of the American Association of Oilwell Drilling
Contractors. |

{(Applause)
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MR, BROWN: Mr. Murphy.

MR, MURPHY: Here.

MR, BROWN: Mr. Nickerson.

MR. NICKERSON: Here.

MR. BROWN: Mr. Nieleon.

MR. NELSON: Jamés N21§on representing Mr. Nielson.

MR, BROWN: Mr. Niness. |

MR, HNINESS: Here,

MR. BROWN: Mr. Parkes,

MR, PARKES: Here,

MR, BROWN: Mr, Parten.

MR, PARTEN: Here.

MR. BROWN: Mr. Patridge.

MR. PARTRIDGE: Here.

CHAIRMAN DONNELL: Mr., Partridge, would you please
stand.

Mr. Partridge is a new member of the Council, is
president of the Independent Natural Gas Association of
Ameriea,

{(Applause)

MR. BROWN: Mr. Potter,

{N> response)

MR, BROWN: Mr. Rambin.

MR, RAMBIN: Here.

MR, BROWN: Mr. Rather,




MR,

MR,

MR,

RATHER: Hers,
BROWN: Mr. Ritchie,

RITCHIE: Here.

'BROWN: Mr. Robinson.

ROBINSON: Hers,

BROWN:; Mr. Rodman,
response)

BROWN: ﬂr. ROwari.

ROWAN: Here,

BROWN: M:. Thomas Scott.

T. SCOTT: Here,

MR,.BROWN: Mr. Wilton Scott.

W. SCOTT: Here.
BROWN: Mr. Shumway.

SHUMWAY: Here,

i« BROWN: Mr. william Smith.

response) bhbi/q7ﬁL¢L '

BROWN: Mr. Spahr.
@%&@/
SOUR: Dick iu: for Charley

BROWNS Mr. Bte i.niger .

, STEINIGER: Here.

BROWN: - Mr. SWearingen;

SWEARINGEN: Here,

? DRYER: E. J. Dryer for Robineau.

Spahr.

11
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stand,

Mr, Wimberly is 2 new member of the Council. He is
President of the Amurican'eaa Association.

(Applause)

MR, BROWN: Mr. Winger.

MR, WINGER: Here, .

MR. BROWN: .Mr. John Wrather.

MR. WRATHER; Here,

MR, BROWNs Mr. Wright.

MR. WRIGHT: Here.

CHAIRMAN DONNELL: You have all resceived the minutes
for the last meeting which was held on July 19, 1966. If there
are no corrections or additions, they will stand approved as
mailed to you,

Due to the storm in Chicago, some of us did not learn
until vesterday, and maybe some of you do not know yet, that
one of the charter members of this COuncilmpasaed away on
Priday. Barney Majewekli died Friday ni’-ghg;f? ﬂa coronary,

He was one of the most active, respected, and baloved
members of this Council. There has not been time to prapare
‘a suitable resolution but I would like to ask Messre Howard
Marshall, Bruce Brown, and J. Ri@%&é@%”@g prepare one for
submission to the next.maeting of thie cQuﬂéil.

As 1s fraquently the case, we will depart some £rom

the agenda given to you. I would like now to call upon the
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Diractor of the Office of 0il and Gass, Admiral onnie P. Lattu.
| ADMIRAL LATTU: Thark you, Mr. Cha;rman. Gentlemen.
This ﬁorning‘there are two briaf things that?i would like to
call to your attention. ,rh'ybur book, which you'havéfwith
you, you will find two items of interest.
The first is our Natioﬁal EPGA HtadQuartarsVCOnfer-
ence, schaeduled for the 7th ahdleth of March; This cpnferance

has a twofold purpose, to give the EPGA Headquarters officials

a thorough grounding in the naw emergency manuals that have
baen prepared by Ted Nelson and hlsiéomﬁittee,land to give the
cénfereea a up-to-~date background information on international
problems.

It is going to ba an outstanding program., We have
got. Admiral HbDonald, Chief of NEVal_OPerations, as your
luncheon speaker, and General Meyer of the.Joint staff in the
morning to speak on logistic support cperation in Vietnam and
a team from NORAD to give ybu a presentation on continantal
defense against missiles and manned aircraft in the evening.

We also have a Colonel Crosson, who was in counter-
insurgency operations in the Southeast Asia area and sﬁéakers
who will cover such subjects as Industrial Civil Defense, EPGA
activities in limited war, and international plans and organizaf
tion.

The invitation includes not only our EPGA Headquarter

officers but algo the seven regional administzators and their

\
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immediate assistants, U. S. officials in the International
0il Agency, company security offiearm.-reéregentatives of the
Foreign Petroleum Suéply committee and its s&béommittee and
key Government employees. | |

We ;ook to have about 200 attending, including some
of you gentlamen here who hold appointments to these organiza-
tions. I strongly urge you to eﬁéourage any of your people

who have redeived invitations to make every effort to attend,

My second topic this morning is a Symposium on futarxe|

energy sources, that we are hdlding in washington, in the
Interior Department Auditorium, March 9th and 10th., We are
holding this immediately after our EPGA conference in ordar
that the people who attend the first two days can'stay for the
next two days, because ¥ know it is going to be intaresting and
th(i&?will be some saving in travel funds,

Tha.sympoaium is being held as a part of our current.
survey on future pet#oleum supplies that Seeretary udall
| announced at the maeting last March. It is designed to give
ug some help iﬁ cartain araas of expertise that are particularl;
hard to come by, rew treatments in State controllmeasuras and
machanisms.

The first day will be devoted to conventional
:petroleum, prospects held out by new techneology for discovery
and recovery of oil and gas, and the role of State eonaérvation

agencies® in regulating drilling and production.

o
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The second day will deal with new sources of liquidse

|
from coal, shale and tar sandes, and the ways vf converting

chemical energy to electrical energy. ‘Herefagain we have
soma very fine apeakers., Under Geology, we have Dean A. McGee.

I notice he isn’'t here tdday. under Geophyliea. wa have
Milton Dobrin, chiefwceophysicist, United Geophysical corpora-

We have Lloyd Elkins on Drilling and completion

practices and Secondary Recovery Methods., We have Stephen

L. M#Donald, Professor of Economics, University of Texas.

Richard €. Byrd speaking for the Interstate 0il Compact

Commission. He is a General Counsel. And we have many other

gopd speakers.
In addition, the second day, we have on Qil and Gas

from Coal, Eric Reichl, Vice President, Resesarch Conselidation

Coal Company. oil and Gas from Shale, H. I. Koolshergen,
And 0il and cas from

President of The 0il shale Corporation.

Tar Sands, Douglas Ball.
In the afternoon, on New Energy Conversion Concepts

in the Fuel Cell-lLarge, we have David H. Archer, Manager of the

ratt

Processes and Systems Technology, Westinghouse Electric
Lo

Corporation. william Podolpy, Assistant Chief Enginecer, p
' ' :lbgf»CbC

and whitney Aircraft Coxporation, will talk on the

All of theme are going to be interesting and we know
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we are going to have a full house. -Thefguditorium will seat
750 gnd we already havﬁ firm eommitmanéﬁﬁfp350 people. I
wouldn't be at all aufprised if the audltofium-wasn't £illed
most of the time. |

| Now,; we‘encoufégé people to aubmit'papara that day,
You puopls whorhave éﬁy stroﬁg'feelihgs on thése'suhjectp, and
you have someone that is an ekpert in it, if they will submit
a paper and give a three-minute discussion on it or resume of
it, we certainly appraaiéﬁe it hﬁﬁaﬁae~we are giving a half
hour after each one of those for audience participation and if
afterwards you disagree with the speakers and have something
else to add, don't hesitate to send in your comment. Because
we naed all the information poseible in order to take a good
look at what is happening between now and 1956.

Thank you.

CHAIRMAN DONNELL: The Secdretary has informed me
there were 77 members and nine alternates answering the roll
oS call, which is excellent attendance. Some of you may have
come in after your names were called, i would zsk that you
following the meeting make sure that the Secretary has recorded
your attendance,

I would now like to present to you as our next

speaker, the Co-Chalrman of this Council, the Honorable

Secyretary of the Intarior,; Stewart Udall.

 (Applauee)
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SECRETARY UDALL: Thank you, very much, Jim.
I am sure all of us feel a sense of loss and sorrow
With'sarney Majewskl's passing. Somebody sald yesterday that
he was one of the old'breed‘and that when the last of them Qo,
something will be reslly missing. And although I just knew
him in recent years, I remembe: the very wonderfully refreshing
and blunt wav he had-of stating his views. T must say I
thought he was a very valuable and pleasant person to have arour
and I know wé will all miss him,

I am leaving tomorrow on a trip to see a part of the

a resource development. It is my first trip to the Middle

East and I will be discuséing watasr problems, petroleum
probleme, resource problems in general, so 1£ you have any

ungo lved problems that aren't of too 1ar§e magnitude you could'
talk to Cordall or Admiral Latty about them and I will pas 8 the
word along and be glad to help out if I ecan.

Before I move on to my prepared text, I wanted to

say ona or two things to you that coneern recent developments

in the Department that are of particular interest to the

petroleum industry.

rfter a great deal of agony and soul searching, and

uch of which is time consuming, there have been very few who ﬁi
va eriticizad me at this point for moving too fast on oil

n& shala, and quite a few who sald we were too slow, but we

d

world that many of you are familiar with, and whers you piOneer%d

By
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did move on this last week. If you haven't had a chance to
read our press release, I suggest you do so. TIf you are
interested in the details of the press conference we had, that
can be made available to you. If you would like a briefing by
the people in the Department, who are most;knowledgeable, we
would be very happy to make that available.

I do think, however, and@ I want to say clearly to
all the people in this industry, and I will make a similar
statement to the minerals industry people at the first
opportunity, that this is such a fantastic resource in that it
hae such long-term significance for the coun£r§ as a whole,
that I for one would like to see us move as I said the other
day, with deliberate speed, consult very thoroughly with
averyone involved, get the very best ideas and most creative
concepts that are possible. Maybe we can break new ground hera
and move forward in an orderly way with the program.

We probably are going tc end up as a result of this,
in my judgment, with perhaps--and we may have to ask for some
legislation to do this--with some type of industry/government
relationships, and industry/industry relationships that would
be new to this country, Not startlingly new, but new in the
gense that the development of a resource of this magnitude and
variety obviously calls for the very closest look at new tools
and new relationships that may be necessary.

So our doors will be open, we are ready to answar
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any questions, to hear any proposals, to listen té suégestions,
when we promulgate our rules and regulations. We welcome,
more than you know, any comments that anyone has.

I have learned one thing as a govarnment administra-
tor:eafly, and that is when you approach any subject that has
a potential_for controversy, thefﬁore opan the discussidn of
the matter, the more alternatives_ara:discuésed, the better;
the more people you talk to, the better. And this has been
our approach oh this problam as John Kelly knows and as

L ffand

Ccordell Moore knows, and as Dr. Hibbewt knows. Because we not

only have the problem at the outset of the research and develop
ment that are necessary, to move this resoufce from the capacity
of a reserve that we do not have the eapacities to tap.rto a
reserve that is useful and we must undeitake this taﬁk and,

of course, we are already, some of ydu éiready have made big
investments and have already done some of the work that is
necessary.

We will algo have the long~term task, not dissimilar
from that which the Canadian Government has faced with the
development of its tar sands reaourcés, of deciding how to phasp
in the development of the great oil shale reserve eo that this
has a minimum of disruption in terms of the total petroleum
economy and energy economy and that in terms of the mineral
values that we believe are present in at lsast some of the oil

ghale areas, that these are brought in to serve the national
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needes at the right time in the right way.
T wanted to depart from my text here to talk about

this just a second, because I have the feeling that the-step

that we took last week after having all hand? on deck for
several months, having éverybody in the Departmént who had any
responsibility to touch this area, work on the problem, I

think that there is no decision that I and my associates have
had to make, that concern the energy economy of our country ,

our oil and gas, that has besen of more significance, and there
is no decision that I made that I would like to look back on

more

with/satisfaction when my tenure is finished, of saying, well,
we got it started off right and we got Lt set up so that it

will serve the long-term interest of the country.
This is a complex subject, I don't want to asay more

about it, except I want you to study and scrutinize everything
we have said, I want you to pat youf thinking caps on, and I

I think we have faced a very interesting and fascinating period
ahead of ue over the next five or ten years, in deciding how

and where to move forward and how to make this resource sarve
B\

j

the people of the country.

I want to begln my remarks, prepared remarks, today,
with a resume of some news items that have appearad over the

past several months of the type that are strawe in the wind.
Last June, the TVA signed a contract with General

Electric¢ to build two 1.1l million kilowatt nuclear power plantﬂ,
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with a guaranteed declining fuel cost over the first 12 years
of opﬁration; This caused a congiderable gasp in the electric
powé; industry and should have. This occurred in‘the heart
of ﬁhe coal country, and it bespoke an inveaﬁment attitude
that.specifiéd nuclsar power for-55-percent of the new generat-
ing capacity contracted for in thie country last year, again
a rather startling figure.

At the end of the year, the 0il and Gas Journal's
roundup of world petroleum-activity in 1966 indicated that
the proved reserves of crude oil in the FreeVWorld outnide the
United States had increased o&ér 1965 by 35 billion barrels,
including 19 biilion in the Middie East, 10 billion in Africa,
and three—-quarter billion in Canada. In four countries of the
Middls East, 1.066:we115 flowad B,200,006‘bafrela of oil a
day--just about the amount of crudé-proﬂﬁced by the United
States in the same period.

| In 1966, flor the first time in history, consumption

of electric power in the United States exceeded one trill;on
kilowaﬁt hours, double the amount used in 19%2., Two-=thirds
of the thermal anergy used in genérating_thia power was
supplied by coal. H

In December, the Department of Health, Education
and Welfare, another straw ;n‘the wind, served notice of its
intent to issue standards for auifur oxlide emissions to be

applied to fuels used at Federal installations in New York,
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Chicago and Philadelphia, to be effective By.OQtober, 1%68.
virtualiy'no rasidual fuel oil on the market gqualifies under
these criteria. |

maw_there is nothing unique about fhése items I have
just cited. You have noticed others of equal tenor or aven
more significance. You could make up your own list and I
predict that when you got through; it would say the same
things namely, tﬁat from here on out you--and this can be
extended to anybody in the energy3buainess--ara going to have
to run twice as fast to stay in the same plaée from hare on.
And two large burre under your saddle will help you do it;
costs and competition.

Market competitidn has always played the leading
role in accomplishing the production and distribution of goods
in our capitalistic society, and it has done BoO vefy.effectivaly. ;
In the energy field it has provided the Nation with adequgté;”
‘secure supplies of energy at very low cost, and it has given
the consumer a wide range of choica, not only between different|
forms of energy, but between sources of the same form. ASs a
result, the Nation's enaexgy bill in 1966 amounted to about
three percent of the Groes National Product, and the United
States has never lacked fo:ﬁenergy at ahy time or in any form
that it was truly needed.

Obviously the petroleum industries have thrived

under this competitive environment, both here ang abroad. Since
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the heginning.of this century, consumption of oil by the United |
States has increased by a hundred fold; of natural gas by
65 times. The domestic segment of the industry alone 15 *

125 times the size it was in 1912, when its total assets came
to lems than $600 million. Moreover, oll and natural gas were
#0 successful in taking7marketu away from coal that by 1961
they accounted for 74 percent of the energy consumed in the
United States. And basically, they did it on cost, as all of
you know.,

For reasons having to do with the production,
tranaportation, marketing, or utilization of fuels, or some
combination of these factqré, the consumer got more for his
fuel dollar out of oil and gas than he did out of coal. The
competition was not only‘oﬁ a BTU b#ﬁis‘getween coal and
petroleum hydrocarbons for the industrial, commercial, and
electric utility markets. Outside tha obvious competitive
arena, the dominance of petroleum and natural gas in the
household heating and transportation sectorxs attests to the
fact that it is cheaper to use oil and gas that oceur
naturally than it is to make them out of coal.

vears bafore there ever was a petroleum industry
in thie country, coal was supplying a market for both oil and
‘gas, as we know. It ceamed to do so because within the
technology available these synthetic fluids could not complete

on a cost basis with the abundent supplies of natural gas and
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oil that were discovered.

By now, however, it ought to be pretty clear that a.
new game is starting, and that is where the intsreat_begins.
The éompetiﬁive inroads into coal's markets that proved to be
36 lucrative to oil and gas over the pas£ 20 years are just
about over, or mo it seems to us at Interior., Coal has not
onlf'stoppad'losing grouhd,.it has been gaining slowly but
steadily ‘in the electric power ganeration market since 1960,
and in the industrial sectbr,bince i9&2;”" The coal industry
with ite back to the wall in the late fifties, fought back and
in a rather admirable way, it seems to me., Because aome
were already preparing the requiem at one point and I think
what has happened in the six years that I have been Secretary
has been dramatiec. |

But here again, the answer lies in cost competitive-

ness. Between 1957 and 1966, the average price of coal at

|| the point of origin declined from $5.08 to $4.55 a ton, a drop

of 10.4 percaent as against a decline of 6.8 percent for crude
oil and an increase of 41 percent for gas over the sama period.
Even greater savings have been achieved in coal transportation,
so that the electrie utility industry for example, now gets
its coal at 24.4 cents a million BTU burned ag against 26.0
cents per million as recently as 1960,

Of course, this just didn't happen, it happendd .as

a result of automation above all, of cost cutting, of a very

\
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bold and statesman like decision~--and I don't think he-has_
aver been given enough credit--that John L. Leﬁia himself ‘mélde
when he saw that coal's only hape to mtay in the old ball game
was to automate. and that this would mean fewer jobs, but that
it was better to have fawer jobs probablf‘atlhigher paying withg/;
higher skill than to have no jobs at all.; | . pi

The result of coal's turn-around has been an
equilibripm that has lasted eince 1980, during which the portion
of the total energy market served by 0ll and gas has moved.
between 73 and.74 percent, This suggests that in the future
the petroleum industries will be less concerned with capturing
markets than with defending those they alieady have.

Year by pear, an array of social, political,
economic, and techﬁological forces have 596n;5etting thé_stage
for the enérgy éompstition of the future. No one can have

gone through the past tWo yaars without becoming aware that

the America of the late Sixties and Seventies is not going to
put up with the smoke, the soot, and the noxious and corrosive
gases that have blighted.our counﬁrysida for these many years
gone by. |

. f/# This iz timely. Ali we nead to do this morning is

| pick up the newspaper and the main story oh the froﬂ%:page ia

the President's message of yesterday with regard to air

'\ pollution control.

N

\ Nor, might I add, will people stand still for the
\
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continued desecration of our hills and valleye and streams

ugly spoilbanks as monuments to their passing. é%e are now

rich enough as a Nation and we have the technology and we

understand the art of conservation, that we can do whatever is
‘necessary to provide the minerals and the fuel that our

country needs and still have a clea, attractive country.

in the laet two or three years, because the old attitude was
that being a country that was succesaful, that any country
that was successful and was heavily industrialized had to be

an unclean country and that this was just part of the price you

: Department has now, which we did not have a year ago, as a

paid. well, we have a new attitude with regard to this.
And the enlightened heads of industry today are not

hanging back, they are leading out in heiping £ind the solutionp

and the answers to make this possible.

We all want a clean, safe, gﬁiiéwiiv; living space
for ourselves, our children, and our grandchildren. And we
are willing to do whatever is needed and pay what costs are
involved to insure that we get it.

e

And the vary essence of this whole approach in my

rasmult of the Pregident's--what I thoughtVWas B very wise
decision by President Johnson, the reaponﬂibility for the water

pollution control, water clean up program in the Country, if

by extractive processes that gouge and slash and leave only _

I think this is something that we have just come to .|'

.
N
N
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we can put all of industry on the same footing or roughly the

same footing so that there are ﬁo'cdmpetitiVe advantages to the|

company or companies in particular states or regions, who might|
want to take shortecuts or to not do their part of the clean

| up campaign unless we can get everybody on the asame fadting,

i ‘and that is what we are trying to do with the new water

| quality standardss then I think'ﬁe have a sound way in keeping
with our system of government, to lick the big problem of our
air pdilution and water péliutioﬁ.

It is inevitable that some portlon of these cleanup
costs will fall upon the energy industries, and the success
which these industries and the companies within them have in
holding their market position will depend on how effectively
they are able to contnl thosé‘casta.

?j’ J | I spant a fapcinating 30 or 40 minutes a2 couple of

weeks ago, one of the executives of one of the larges companiﬂﬁ

brought his research people down to show us the research they

w&re doing and the pushing they were trying to do on Detroit,
to solve the auto exhauat problem. I was very intevrested in
tﬁis. because from ndﬁe of tha'tﬁings thﬁf we had read here ang -
heard, there was concern that the automotive industry in
particular, énd some segments of the petroleum industry,
weren't fully aware of the real danger in terms of markets and
ecénamics unless aggrehsive,?vigoroua. farsightad research

programs, new regearch programs, axe initiated now.
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But I know some of you are taking thess programs

on. I know the API is getting in with both feet now but I am
simply saying we are golng Eo-prahdbly have to do all of this
and more to meet the standards that the country is going to

o | Anmimt upon.

I am making no bets and no predictions here. I am
simply a&ying that the pollution abatement measures that are
bound to come may alter—aﬁerhapu-quita radically-~the existing
cost balance between compoeting fusls—-this is the interesting
thing-wa are all keeping an eye on--and in so doing open up
the possibilities for an extensive redistribution of market
share among energy sources and thuose who make them available
for public use.

The effect of nuclsar coﬁpﬂtit;anj which I mentioned
earlier, with coal for its principal market, is quite likely
'to spill over into all sectors of the energy economy. ¢Coal in
its conventional form and application has a substantial

capabillty of becoming more cost competitive, especially

through more efficient transportation.
Sﬁmg'df you may have noticad the other day that my
own Department in terms of encouraging the development of

< || 1ndian coal resources, working with southefn california Edigon,

With Paabody coal, with the Beckle CQrporétion. with the Southern f
Padifie_Tranqurgatinn-Campany, there will be a c¢oal slurry

plpeiiﬁe.ﬁhaﬁ will run over 200 milas from the Navaho Indian




‘convarsion to ligquid and gaseous hydrocarbons on a commercial

‘quaatiﬁn mark on the horizons what effect will this have: how
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country, to the extent of the State of Nevada. It will be the
largest, longest, coal slate pipeline in the world. Here,
again, is a revolution in transportation and iﬁ turned sut some
of the railroad people, Santa :E'e'peopleE didn't believe that it
could be done. And yet when we put our best economists and
experts on it to analyze it out and when we talked to the
Beckle Corporation pzople who have already accomplished some
of the finest or most ﬁaring pipeline projectes in our fields,
wa were convmnced that lt was utterly sound snd would work,

Buat hereragain is an industry trying to gat a little
moxe of the eompétitiva advantagé by trying out somethlng new
that ﬁill cut costs. E i

Eut what ié more significant, there will be the

greatest pressure for coal to acecelerate its efforts to achieve

scaleo%MAgain, we talk a lot sbout this, and here is another
N

lixely will it happen? j

0il and gas from coal 2re, I feel, realistic

possibilities within the next decade~-and at declining costs

as conversion technology progresses along the learning curven,‘

The household heating market--which is a}gea&y being reopensd

to coal indirectly thfouqh electricity, will be a direct targe;

for fuei oil and gas from.co;l. The teansportation market, whiéﬁ f

has been almost the exclusive province of oil since the late
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Fifties, will have an alternate nduree of liquid fuels.

There is one thing more, to balance out the: picture,.
our relationship to the world oll market is eonditionéd_by '
two basic faetu. one economie, and the othsr;atratagic or
politi&al.. ihc economic fact is that we couidfaupply our oil
needs from the world market at uﬁhuténtially less cost than we
are presently doing. This is an old zaeﬁ and it is not in
di-putﬁ; The politieal fact is thatlfor cogent reasons of
ﬂational security we have chosen to disregard the economic fact
to the extent that we protect the domestic market for seven
out of every eight barrels of crude ocil we process. We are
admittedly paying a premigm for our large and vital capability

for domestic oil'praduetion. and we consider the benefit to be

And I think that the system, as I said to the IPAA
people vestarday, I don't expect to msae a time when I am
Secretary, there won't be argument ﬁhout the oil import
program, but I would submit the proposition that we have 2
batter oil import program tudaf than we had nix years ago.

It is mare'equitablaﬁ that it works better, that everyone
understands it bettex,

But we recognize that Ehe wall which protects nui
domastic market cannot hide this cost from thoss who must pay
it, and that the prices the rest of the world pays for its

0il must inevitably influence those we pay for our own, if only




o

A,

Sl e e A e ey,

..,_“g-_

e
.

‘development of a superior capability to do research and

| development work, nothing has done more to keep this country
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indirectly,

There is the other thing that is interesting to
speculate on, too, particularly with Western Europe, that as
the new p&tkelaum and gas resources develop.ﬁwhat is going to
happan on thé'Shalf in the North Sea and Algerian and Libyan
fiaids, the fislds nearast to Western Buropa, what effect that
will have vip-a-vie U, S./Wehtern furope competition in all
fields. Because we know how important anergy cost is, as a
cémpohent of the whole big econamic ball game,

What I am suggesting then, gentlemen, is that the
welight of the evidence strongly argues for‘a greatly intensi-
fied competition among'energy sources for future markets.
This is the main fact that X Qantad to get to. I think it is
rather obvious. This isn't anything new'hut'I think it is a
big fact of lifey it is there, it is written large on the wall,
and we ought to atop and ponder it,

The truth of the matter is that nothing in my

judgment, save perhape your investments in research, and our

competitive in the world market place, than the faet that our

energy costs have held steady or have declined, This is as it

must be, and in a nation where most things inflate, over a
period of time when you see elactric powser costs, when you

see the cost of energy holding steady or daclining, even in
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inflationary periods, thie is something that bespeaks national
strength in my judgment.

In these circumstances the relevant factor is not
the relationship that prices for your products may bear to some
benchmark in the past, nor to the general price indices in the
future,_nor even to the aetual coste to you of placing them
on the market. The real issue is the value your produéts
offer consumers in the face of competitive offerings of othex
enargy forms and sources. This is the relentless fact with
which you must deal, and all the king's horses cannot prevent
the energy market from responding to forces which aie mainly
ec¢onomic in character &nd origin, ‘palliatives and remedies
which may give temporary relief--but which in the long run
tend to make petroleum less competitive~~are foredoomed to
failure.

Your industry rose to greatness because it was
éggreasivu and self-reliant and willing to take riske, because
it had the competitive epilrit, because it provided the nation
more for its energy dollar than competing sources could do.

A k4 .
I suggest-it will remain great as long as it adheres to those

| prxinciples an&in this direetion, T-suggest, lies the true and
MR E .
\| pxoper answer to éﬁ:‘problems 6f the futire.
I wish I could stay for the meeting, but I have got
a lot of,work'ébwdszgéfcre I 1eav§_town tomorrow and I hope

you will excuse me. Thank you.
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(Applause)

GHAI?MAN DONNELL: It is now my pleasure to present
ﬁhe Gcﬁerncf-of uii-ilaippl, who is also aerﬁiﬁg as the
chﬁi?mnn of the Interstate oil CQmpact.cbmmiiéién.

Our distinguished guest is the son of a distinguished|

: s
father, the late Governor paul B. Jahn-on,_whb was elected‘gty
the 46th Governor of Mismissippi in 1939,

our speaker is a native of Battiesburg, and a
graduate of the University of Missisaippi. He is a lawyer and
seyved as Liouténant Governor of Mississippl from 1960 to 1964,
| Be became covernor bf hié State on January 21, 1964.

.It is a great pieanure and érivilegg to have you with
‘us, and we are looking forward to hearing fram you, Governor
Johnson. |
| (Applause)

GOVERNMOR JOHNSON: Chairman bonnell, Distinguished
Federal Officials and Members of the National Petroleum
Cadndilu

The National Petroleum Council is =mong the most
preatigiéul~groupa everlanéemhied to advise an agency of the
tUnited states Government, Consaquently, I am not unmindful of
J thefﬁnhor you have conferred ubon the state'of_uississippi and
its Governor by your gracious invitation to be here today.

| I am proﬁd that the State of Missiaesippi is

represented among your membership. Bill Vaughey has kept me
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apprised of the significant contribution the Council is making
to the patrolaum policies of the Department of the Interior
and the Nation,

I have been particul&rly impressad with the work of
the_Council'u Committee on Emergency Preparednesa,.whoae final |
raport will be presented at this meeting,

It is cartainly a tribute to the dedication and

effectivenass of the petroleum industry that yours is the only |,

industry thus far which has completed ite emergency planning .ﬂjﬂLf

and dipaster programs to be used in the event of either nuclear|

or conventional anamy attack,

That such preparedness and preparations are necessary|,

underlies the fact that we are living in ones of the most
chailenging eras in American history. The winds of change
swirl -- the currents and c¢ross—currents of power and alignmentp
and alliances wash against the will and the purpose of states
and nations.

' AB we meet here in ths capitol of the free world,
our intereste and our commitments'épan the globe whether as
participants in armed conflict in A#ia orwasgpartners in
peaceful pursuits in Europa, Latin America or Africa.

| our Nation's ﬁtrength.abroad is utterly dependent
upon our strength here at homa.' In the world in which we live
no natural resource is more e:ﬁgﬁtiai to‘the-strength_and

vitality of this Nation and the free world than petroleum,
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The National Petroleum Council was born out of the
experiance of Government-Industry cooperation in wWorld War II.
The Council's peacetime contribution to national petroleum
policies during the past twenty years has been no less
significant.

In formulating a truly effective national petroleum
poliey, the cooperation of the States with the Paderal Govern-
ment is indispensable. As Chairman of the Interstate Oil
Compact Commiegsion this year, I pledge you that cooperation.
| xhiu vear will mark the thirty-second anniversary of
the InteistAte 0il compact cOmmiséion. The success and
accomplishments of the Commission clearly demonstrate the
practicability of voluntaﬁy cooperation among the States in
the solution of mutual problems.

It provides a forum for interstate cooperation not
only to prevent the avoidable waste of oilrand gas but'to\
further effieient'practiceﬁ in petroleum production.

In addition to the organization's encouragement of
further conservation laws and more efficlant conservations
rules and ragulations.'the Commission has concerned itself more
and more wi;ﬁ thé dissemination of information of new technolo-
giéal develépments. The commission is eopperating with the
Independent putroleummanaociatiOn of Aﬁer;;a, the American
Petroleum Inatitute, the Deparﬁment of the Interior and others

in the industry to perfect oil and gas statistics by developing
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standardized definitions, instituting uniform reporting of

: compaﬁible data handling systems relating to petroleum statistid

baing accumuléted by the states.

Further, the Commissimn has begun a project to
axpedite réporting natural gas on a cqmparab;a pressure base.
This is a project never undertaken before and still not
completed; We are confident, however, that eventually we will
have natural gas statistics reported that will be as accurate.
as the reports upon a forty~two gallon barrel of oil.

The Commission has recently.coM§iatad 4 number of
codperative projects with the United States Bureau of Mines,
the National Stripper Well Association and the American Bar
Aaioeiation. Tbe publications, which have resulted f£rom these
cooperative efforte, are, in my opinion, invaluable to £he
future growth of the industry.

The Commission's responsibility for maintaininé an
éccurate flow of statistiecal information on the current status
of the industry in its member aﬁaten continues to constitute
one of its more important functions,

T+ is our strong hope that this year the Commission
will awﬁken a new interest in self-evaluation and self-
improvement by the States and their regulatory agencles.

The Commission can serve as a brighter beacon light
by which states may.asnume:justly and more comprehensively

their responsibilities in'conserving oil and gas -- and in

¥
R
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helping to maintain a regulatory environment that will
encourage the domestic petroleum industry to help supply the
future oil and gas naeeds of the United States.

The State of Missisaippifs axperience with the
petroleum industry has been most rewarding. Oil and gas is a
major iﬁdustfy in our State and is exceéded only by agricglture
and forestrf ':Ln economic impo:tan'ée.

~ The Missigsippi petfoleum industry, as a whole, is
the Siate's largest taxpayer. The industry has been a vital
factor in our rapid sconomic development since World wWar II.

It i# an interesting parsonal coincidence that the
day after my father's election as Governor of Miasiesippi in
1939, Miseissippi experienced its first cﬁmmnrcial oil dis~-

_ cdvery ~- the beginning of the famous Tinsley Field.

In the 27 years since Tineley, production has grown
steadily until today Mississippl is the'ninth largest oil
produeging State in the Union.

In 1966 a total of 853 wells, ineluding both wildeat
and development wells, were drilled, and 29 new discoveries
were established. Total oil production for 1966 was approxi-
mately 57 million barrels,

wildcat drilling activity during the past five
monthe indicates tha poasibility of large, new oil remerves.
Our new field finds have been from the cotton valley and emack-

over lime zones of the jurassic system. These significant deep| -
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discoveries, along with the finding of the Bay Springs Field:in
1965, hava op@n&d up 2 trend era on the northweﬁt-southeast
line from the Mississippi River to the Alabaﬁa border.

In view of thase important developments, tha year

1967 could well see the largest deep well wildeat drilling boom|

'in Mississippi's oil history.
The search for oil and gas has inaugurated a new ‘
industry in Mississippi with sulphur being extracted from gas .

producad in the Loring Field of Madison County. Tespts are

underway on a wildeate well in Parry County to extract sulphur ;

from gas produced at a depth of 19,768 feet.

Tests indicate that if the well can be produced

commercially, sulphur can be extractad at the rate of 47 long
tons pexr one million cubic feet of gas per day.

Mississippl to date haes no offshore pfaduction:.
howaver, the State's offshdxe land and emhayments, compriging
over eight hundred thousand acres, are ﬁnder lease, énd
gCOphygical work is being done.

only two walls have been driilad in the sState's
offshore waters, and increased exploratory drilling in this
area could very easily place Mississipbi among the States with
offehore oil production. The adjacent waters of Louisiana
‘have large producing 6il and gas reserves, and it is very.
possible that similar structural conditions exist in the

Miseisuippi offshore waters.
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The Basic conservation Act which regulates the
industzy in.uisaisaippi was enacted in 1948 §nd has been
depcribed as "one of the best in the country@"

From the time of its creation, the Oil and Gas Board
has been efficiently administered by men of integrity and
dedication — and aéryou'well know, the e&ffective and efficient
administration of an 0Oil and Gas Consarvation Act is as |
important as the Act itself if the objectives of conservation
are to be accomplished. _ S P

Oon January first of this year, the Misseissippi 'if \%7
Board adopted the American Petroleum Institute's well-numberiﬁg
system. This is a unique system, applicable to all wells on
land and offshore in North America., Thie prac&ice is re_commendedfE
for the unique identification of welle in electronic data
prqcensing by all agencies of the industry and Government.

Mississippi was the first state to adopt the iInter-
state Oil Compact Commission's recommended standardized forms
for reporting of oil and gas production, well completions, %\<
permits, and other matters. These standardizéd forme make it -
‘much sasier for both industry and Government to assemble the
vast important data pertaining to oil and gas reserves that akﬁ
in the hands of atate regulatory bodies.

Both the steady expansian of the industry in our (e

I T

state and the outstanding performance of Missimssippi's 01l and\fﬁg

Gas poard are sources of real satisfaction to me.
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Duting ny tenure as Chairman of the Interstate 0il
Compact commisﬂion, it ehall be my purpose to encourage a
policy of close coopefation between the ihdustry's leadership
and-Governmang at both the State and Federal levels.

If my adminiatration aslsovernor has been successful,
‘it has been largely because of the enthusiastic and selfless
assistance renderad the State by businese and industrial
leaders both from within and beyond our borders.

The talents of these specialists in objeetivé,
systematic analysis and techniques of corporate management have
| been effectively utilized in solving ﬁfahlems in the public
domain.

The brainpower of American business and the genius

of American industry are invaluable in any effort at sither the)

State or Pederal level to make éovernment more reaponsive to
the fikeds of our people in the eomplex age in which we live.

' This age of the atom and age of space is a time of
trial for all Americans ~- on our strength depends the future
of civilization.
| Our strength is founded on faith -- in God -~ in the
dignity.of man -- in the worth of the human spirit —-- and in

‘dur incomparable governmental and economic systems.

Let us -- in both Government and industry —- in this !
testing time -~ 50 conduct ourselves that we can may with Luke,|/

1the inapired writer: "We have done that which was our dutyrtof_x"
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do."

Thank you and God bless the members of this fine
association,

Thank you.

(Applause)

CHAIRMAN DONNELLs Thank you very much, Governor
.Johnian. T am sure the members of this Council appreciate
very much your being with us today, representing not only your
State of Mississippl, but the Interatate 0il Coﬁpact Commiseion|

I would like to call next on the Honorable J. Coxdell
Moore, the Assistant Seeretary of the Interior for Mineral
Resources,

HON. MOORE: Mr. Chairman, Governox Johnson, members
of the National Petroleum Council, and friends,

shortly after nine o‘clock, I wasn't at all sure I
was going to get here, I spent from nine until about %:25 on an
alev&tor'that was stuck between floors in our Department,

(Laughtex)

But you were not fortunate enough that I should stay
there another hour.

(Laughter)

January is traditionally the month for forecast and

review; and I hopa you will excuse my voice, bacause I did picky

up a little cold some place. X don't think it was in that

elevator, That has been a little recent, too recent,

e L

g
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This month has ﬁagnztraditionally a month for forecast
and review., And there is something about the process that
reminde me of Bernard Baruch's comment when someone asked him
about hig role as advisor to seven Presidents. Mr. Baruch
said, "It's rather simple. People aask ﬁy advice because I have
good judgment. Good judgment comes from experience. Experi~
ence —- well, that comes from bad judgment;"

~ {Laughter)

This is the time of year when some of our more
improvident guesesea about the future come home to haunt us.
In the case of 1966, however, most of us will be forgiven :our
transgressions because the aatual pexformance of the industry
wag 80 much better than what anyhady could bave imaginu&thia
time a year ago. npmestic crude oil production averaged out
at 8,325,000 barrels a day -- up 6.7 percent from last year
for the largest year—to-yaar.gain since 1951.

It was the first year the United States ﬁroducad over|
three billion barrels of crude. This, of course, is not quite
as good ag it looks, since the gain in actual'conﬁumption of
petroleum products was a little under 5 percent -- but still
it was an extraordinarily good year for oil. Natural gas
marketed.came to 16.7 trillion cubilc fest, for a gain of
4.3% over last year. 'Préduatioh of gas liguids reflected an
aven larger gain of 5.5%. These operating gains wefe caxried

down to record earnings for the industry as a whole, and at
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the same timé.the integrity of the petrolaum price mtructure
was preserved. The petroleum industry did exercise consider-
able restraint during the past year. This is, I am uﬁre,
appreciated by the consumers and enhance the imageé of the
industry.

while a number of regional adjustments in erude
prices were made in the intereiﬁ of balance and equitability,
the average price country-wide advanced by only two cents a
barrel over laat year's $2.86., This waa less than a one per
cent increase -~ although it still added $60 million to well
head revenue,

I recognize the fact some of the independent
producers and many of the other producers would have liked to
have seen a larger price increamse, nevertheless, on a kalange
it is a commendable action on the part of this very fine
industry. -

vyour restraint has been comméndable, and your
support of the President's effﬂrts to prevent a disastrouns
inflation are appreciated, You can do your country no hetter
sexrvice than to continue your endeavors to provide enexgy to
its people at the lowast posasible coat.

there was, in fact, only ona dark spot in the

petroleum picture last year. This was in drilling activity.

The year's total of 34,000 wells was a disappointment to many |

people, especially to me, since I had predicted last Pebruary
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that the industry might drill ap many as 44,000. The TIPRO
Raporter took occasion to remind me of my compatenco-an a
soothsayer in its last edition, which had a cartoon showing mé
as an archer who had axpended fifteen arrows, none of which
hit the target.

T want to thank Mr. Kech for sending me a copy of nmy
cartoon for my office. I appreciate it and will have it there
to remind me I had better not do too much crystal gazing.

I might add I have a little better luck shooting quail with a

shotgun than T did hitting the target thie time. I do remain

hapafui, however, that you gentlemen on the industry will, in

due time, redeem my reputation as a prophet and make an honest
man out of me.

John Kelly is trying his very best to do it, He has
been having a great deal of success out there in New Mexico,
John, thank you for your efforts.

Bven so, for all the depressing connotatione of the
ovgrdilfdrilling decline, there are encouraging aspects in the
situation. Exploratory footage increased by 8% over last year,
even in the face of a 12% decline in total drilling. The
amount of exploratory footage accordingly ross to one-third
of the total for all wells. I cannot £ind a year on record
in which a greater proportion of total driiiing effort was
devoted to exploration. This is indeed worthy of note, for it

indicates the willingnese of your industry to devote a larger
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portion of its limited drilling budget to the most risk—léden,
but alse the most critical, category of drilling activity.

Looking ahead -- with a bit more caution than I used
last Pebrary =- 1967 has every appearance of being another good
year. The import levels have been astablished and the pro-
visions relating to petrochemical feed stock imports have been,
I sincerely hopa, adequately explained and clarified. With thepe
 eleménts removed from the area of speculation, producers and
refineys ¢an relate their operating plans to anticipated demané .
in their market areas.

This is the mixth straight year that I have been in
goine degree involved with setting import levels, worrying about
them, losing sleep over them, at a time when evarybody alse was
losing sleep going to egg-nog parties, The weeks bafore |
Christmas customarily are times for renewing old friendships --
put for those of us involved with the import program those
weeks provide an opportunity to renaw our acquaintanceship
with old problems, plus a few new headaches.

There is something about being involved in an oil
import program, that reminds me of the New vorker who want
hunting down in the North Carolina swamp country. He wasn't
much of an outdoors man, he began to worry about the number of
watar moccasing and rattlesnakes and copperheads across his
path, 8o he said to his guide, "Say, what about all of these

snakes around hera? They bother me.” And the guide reminded
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him, he maid, "Well, if one bites you, you just pull out your
knife and al;ph the wound and get someone to suck the poison
out and you will be all right. Take a drink and go about your
business." He said, "What'if one Bneaks up and hites me
through the hide?“ BHe said, that is when you find out who your
friends are.”

(Laughter)

Wall, as you probably knaﬁ, running the oil import
program is not the best way to win friends, especially coming
in the season of the year when you have Santa Claus for |
competition, |

I hopa you will excuse the levity in such a seriocus
meeting, gentleman.

In all aeéieulnans. gentlemen, I do believe we have
a good program, aﬁ fair as we know how to make it, It is
accomplishing the job it is intended to do, which ia to
preserve a market for domestic petrolaum and in this way
‘|| contribute toward a haalthy'and vigorous domestic oil industry
ﬁeeded faor our national security and economic growth. And
this is about all that can reasonably be e#pccted of it.

Moreovey, the continuously changing nature of the
oil industry insures that any import control program that is
truly responsive to its needs must change with it, and this is
done whanaver valid reasons exist. But unfortunately changes

ate always painful to some, no matter how small or inoccuous
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| they may be. Perhaps the most reliable sign of the program’s
auﬂéaas is that apparantly everybody affected continues to be
uniformiy irritated by it. |

Before I close, I want to add my own sincere thanks
and deep appreciation to the Council, to Al Nickerson, and to
Ted Nelson and his Subcommittee in particular, for the
monumental job they have accomplished in putting together the
EPGA publications that will serve as the indispensible basis
for the organization, training, and, God forbid, the actual
operations of EPGA in an emergency. It is truly a fantastic
undertaking, and one that could never have bsen aehieved,egcépt
for the willingness of the Council and its-memberahip to bear
the burden and provide the talent needed to get the job done.

I wish to expreaﬁ ny appreciation also for the
splendid response of Dick Gonzalez and hiﬁ.eammittee to my
request last July for a study on the factors affecting exﬁlora- |
tion, developmsnit and production. We deeply appreciate the
prompt and positive way in which the committee addrassed itualq
to a very involved subject within so short a period of time.
The repert produced will, I know, be of great asaistance to the
group in the Interior Department now studying the factors
influencing the availability of our future oil and gas
supplies. |

we didn't plan it that way, but it happens that an

extremely valuable contribution to the Interier survey will




49
be Dick Mecurdy's Committee Report on the Effects of New
Technology on Exploration and Production, done by Lloyd Elkins

and his fine group who have been working for inl over a year

W

to pﬁaduce one of the most comprehensive, thoroughly workmanlike.
documents I have seen on the subject. I understand that some
of Lloyd's experts wound up on Dick Gonzaler's Committee also,
| mo that we have a stereo rendition of the technological
factors involved in exploration and production. The net effect|
ig to add to the value of both of these excellent reports,

I am pure you will be interested in what Onnie Lattu
-will BMVQ to eay later about the symposium on certain ampects
of the uurvey of future petroleum aupply that will be held here
in washington on March 2 and 10. I mention it here to strese
that you are all invited, and to express the hopa that mangdgfu
you'ean attend. Because we expect the proceedings of the |
symposium to be an important input to the Survey, our target
date for its completion is now the aend of May.

Actually, there is hardly an opportune cutoff point
in any investigative effort of this kind -- there is always
go much more to econsider than there ig time available for it.
perhaps a more useful approach would be a continuing, periodici:
review, rather than an ad hoc effort aimed at doeumenting tha !?}€
'gonditionu noted at a given point in time. | ‘H

Again, gentiamsn; for your time, your hard work, and

your valuable thinking, I thank you. Through your efforts and




lto add to its long record of contributions to our Nation and ity

I am delighted that we will have an opportunity to work with
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those of othaers here, the National Petroleum cbunﬁil continues

government.

In this stress~filled period sur Armed Forces in
their defense of freéedom are using more petroleum than ever at
any time in our history save in the final years of world war II}
Tha need for the closast kind of industry-governmant operation
and understanding was seldom greatery the mechaniem for
gchieving it, I am happy to say, was never better.

- Governoxr, I want to than you personally for coming

down here. Govermor Johnson has besn a friend of long standingl

you on the Interstate 0il Compact Commisaion, and we cartainly
appreciate that you are taking the time to come here and vieit
us and we hope that you can be with us many times in the
future.

Thank you, véry much, gentlemen.

(Applause)

CHATRMAN DONNELL: A8 you know, we are privileged
at these meetings to have present a number of representatives
of the various Government Deapartments, I would like to ask
Rdmiral Lattu to introduce some of them.

ADMIRAL LATTU} We have all the departments of the
govarnment here who are interested iﬁ oil and gag and energy.

And we certainly want to welcome them to these mmetings. I
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will just mentich a few of them.

76 start with, we haye two of the Federal Power )
o \ — @@ﬁf ¥
Commissioners, the Honorable Eloyd O'Conner and Carl Bagley.

will you stand for a moment, please,

(ppplause) - (
We have Mr. Haruldégi:Z;;;;{if the Bureau of the

Budget, who is working with um very closely on the statistics
program, | |

(Applause)

Wwe have all the eervices represented here today-~
the Army, theNavy, the Alr Porce, who have interest in
petroleum. I won't mention them all, but ﬁe have one new
gantleman I would like to introduce this morning.

vice ndmiral Jouephrﬁzgésinirector of Defenss
supplies Agengy. Joe, nice to see you here.
| (Applause)

We have Joa Lerner representing the Director of the
office of Emergency pPlanning.

(Applausé)

'Wﬁ_haVe Andrew Stephenson from thé Committes on
Interstate and ﬁoreign Commarce from the Houss. I wonder
whether he stepped out? He was listed here.

House SZelect Committee on Small Businees, Dr. Gould,

(Applause)

I think that Lg all at the moment. Welcome again,
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gentlemen., Thank you.

CHAIRMAN DONMELL: I am sorry ﬁhere were so many that
you eould not be all introduced but we greatly appreciate your
attendance and interest.in the work of the Council,

Our next aspeaker is Admiral Fowler W. Martin, Jr.,
who on November 7, 1966, was designated Commander of the Defensg
Fuel shpply Centar. Prior to his assigmment, Admiral Martin
was Deputy Commander for Planning and Policy, NWavy Supply
Systems Command, He mucceeded in his present position, Admiral
Winston H. Schleef.

Admiral Martin ie a native of Seattle, washington,
and a graduate of the University of Washington. He has served
with the Navy since 1938.

We are very happy to welcome you, Admiral Martin.

ADMIRAL MARTIN: Chairman Donnell, Governor dohnson.
Secretary Moore, Gentlamen. It ims a raalléleanure to be here
Itoday. when I first took my aseignment I was hriefed rather
thoroughly by Admiral Lattu and others, regarding the activitiep
of the National Petroleum Council, |

I was seeking some guldance about how to make this
spaech and one chap I thought gave me some pretty good advice.
He said it is kind of like drilling a well, He_said, if you
don't strik oil soon,:stop'boringt . ’

(Léughter) 

I plan to make just a few brief remarks this morning.
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partially becausa as you know, I am quite new at this job.
perhaps one of my gqualifications is the faet that there is no
conflict of interest involved, I diéﬁft own Sny stock in any
oil companiers. Although sone peaplé look upon this as a lack
of cpnfidenee on my part in the industry. I assure you that is
not the came, it was just a lack of money.

One of the things I want t¢ avoid when I am naw at
the job is using terms that are strange to me, getting mixed
up. Thisraort of reminds me ofthe new service bride who had
hex first exposure to military medicine. Quite a few of you
that are in the military, I think realize that the cure for
almost anything is to take a couple of APC's and go to bed.

8o she was explaining to a friend of hers that she found out
gomething that wae good for a cold. She said, ﬁTake two Pfc's
and g0 to bed.”

(Laughter)

My purpose this morning is to update you a little
bit on some of the things that General Penter mentioned to you
at one of your recent mﬂitingu. Specifically, I would like to
epver three topics, bné is the support of our forces in South-
east Asia, the segond is the international balance of payments
program, and then finally, the realignment of the petroleum
distribution in Burope.

First, Southeast Asia, As you know, the reguirements

there have been grewing at a rapid rate. As a matter of fact,
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for the second half of this current fisca), year, from January
through July, our requirementq are roughly double what they
were in the mame period last year. We are fortunate, however,
‘in‘that we have these requirements about 90 percent covered at
the moment, and don’'t anticipate any wevere difficulties in
obtaining complete coverage.

One thing that has changed rather dramatically in
8outheaat asla, is the faet that whereas up until recently,
we depended almost entirely upon commercial distribution system
to meet our regquirements. We hava now had to_uupplamant thie |
intensively with government facilitles ashore and with MSTS.
deliveries,

Dixon Howell mentioned to'me.yanteraay that he thOughF
our prior system wag sort of a credit card supply system. It
wasn't guite that way, but I think it was almost unpfecedented
in military history to have as wuch dependence upon a purely
commercial system. And believe me, they did a good job but we
have reached the point now where we have to supplement that.

We have been getting excelieht support from MSTS
in obtaining the necessary tamkers for delivery to Southeast
Asia.

| Now, in regard to the international balance of pay-
mente, I think General ¥dnter mentioned to you that we were
beéing asked to asmist to a considerable degree, in the gold

flow program bacause, of course, petroleum is one of the majar




we in past years have hought overseas. Our success in this
program depends really on three factors, One is to insure that

it is logistically feasible, it won't do anything to distyrb

5%
products that is bought overseas, This year it appears that

‘¢ will be bringing back about 110 million in product that

ohr support with the forces, particularly, in southeast Asia.

Sacondly, ws have to insure that we have the necessary
trannpartatian-available to us and finally, that there is an
availability of product in the United States.

In the latter regard, we re¢ently went out and made
a solicitation for aviation gasoline. At the moment, we are
about a million and a half to 1.8 million barrals short of
meeting our requirement for the six months' period starting the
first of April,

Now, I don't mean to imply that there is a shortage
of aviation galbline in the country, but I do want to amphasize

the fact, that if we bring back these products we have to be

T

assured of an adequate responss, We will make another soliclta
tion.

Finally, in regard to the situation in Burope,
as you all know, the U. S. forcdes and our facilities have to
be evacuated from France by the first of April. You also know
that we have extensive petroleum facilities in FPrance, pipe-
lines and facilities. We are working hard to achieve a new

distribution system. I am sure we will be successful., We
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have a group coming over from the Buropean Command to meet with
us this waek. We will be starting our meeting tomorrow.

I am sorry I can't give you more details on this,
most uﬁ it is fairly highly classified at the moment, until the
actual arrangements are euﬁplmtad.

Pinal}f, I would like to reiterate that it is a real
pleasure to be here. I have found in my short time és the
commander of the Defanse #ual Supply Centei, th#t probably
more than any other saegment of the defense supply system, we
areé very dependent on eooperation‘and working closely with
industry. And to date, I have certainly been pleased with the
kind of cooperétion that I have gotten. I know we ara dependanr
to a great extent on the efforts of this Council and from you
gentlemen. And I will lock forward to having close as-ociatiowu
and help from vou in £he future, |

Thank you.

(Applause)

CHAIRMAN DONNELL: Thank you, aAdmiral Martin. Wwe
will look forward to hearing from you at our next meeting, and
I aﬁ sure you can count on the ocontinued cooperation from this
industry and ﬁha council,

We now have the report of the Agenda Committee, Mr.
_Follis, Chairman. |
| MR, FOLLIS: Mr., Chairman, Gentlamﬂh. the Agenda

Committee met yesterday morning, considered one proposal,
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which came in the form of a lettex, from the Honorable J.
Cordel)l Moore; to Mr. Donnell. I would like to read the
lettax,

"Dear Mr. Donnell:

“The National Petroleum Council has conducted ueverai
studies of the industry's manpower needs in the past, the most
recent being the 1963 report 'Petroleum and Gas Industries
Manpower Ragquirements.' We believe that the latest report
should ba updated and at the same time expanded to cover other
phases of the manpower picture whieh have not been treated in
previous studies,

“The atudy should be extonded to include Americans
in foreign operations, Sinca World war II the large increase
in the number of American petralaum'companie;'engaged in foreig
activities has continued to draw professional and skilled man-
power from the U. 8. manpower pool desplte increased employment
of indigenous manpower as required by loecal regulations. As a
minimum this facet of the study should cover (1) the total
numbaer of U,S. nationals in assignments at home or abroad by
brxoad gaographical areas, and (2) a breakdown of thins total by
profammion (such as gaologists, engineers, lawyers, etc.) and
by typss of skilled crafts (such as drillers, refinery
operators, mainténnnce crafts, ete.).

"Wa also fael that the manpower balance in the

petroleum industry might be reviewed with conmsiderable benefit

-
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to all concerped, Our obhijective in this facet of the study
is to elieit guidance for young people contemplating careers
as engineers or scientists in the'petrolaum industry and to
the educational institutions which must equip them for their
chosen professions. This could be in the form of industry

employment projections for these professions 1aid out in broad

terms over several years, Inasmuch as the industry's capability:

to f£ind and develop oil and gas resourcer in the future depends):

on ite sarth mclentists and engineers, shortages in these

long-lead-time skill categories have important implications for|

national sacurity over the long term.

sphe stady should alao includa the inventcry of and
future requirement for skilled personnsl, including drillers,
refinery operators, maintenance orafte, and other specialiged

skills.

"The study should take into audount long-term trends |

toward the use of automated data, the incrxeasing efficiency of
geophysiecal and geologieal methods, greater emphasis on
increased recovery. The effect of long-term changes which !
sre otcurring in the industry should be xelated to the outlook
for future needs for scientific and engineering skills,
npherefore, it is requested that the National
petroleum Council update the 1963 'Raport om Petroleum and
Gas Tndustries Manpower Requirements,' and expand it to aover

Americans in foreign operations hexe and abroad and future
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gaguirements for earth scientists and engineers.®

signed, J. Cordell Moore, Assistant Secratary of the
Intarior.

Gentleman, the Agenda Committee regommende approval
of this assignment and I so move,

(Motion meconded)

CHAIRMAN DONNELLs You have heard the report of the
Agenda Committee and the motion to approve the study that has
baen raquested by Secretagy Moore, As many asg favor, please
gay “Aye."

{Chorus of "Ayes.")

CHAIRMAN DONNELL: Opposed, "No,"

(¥o response)

CHAIRMAN DONNELL: Thank fou. Mr. Follis.

We now come to the Final or Progress Reports of the
Committees which are eonsidering the studies that have been
previously approved. The first is, T believe, a final report
from the Committee on Emergency Prepara&ness for the Petrolqum_:
Industry~-Mr. Nickerson, Chairman. ..

MR, ﬁIcKERSONn Mr. Chairman, Gentlemen, nearly four ;{~
years ago, in the late Spring of 1963, at the request of the |
Secxatary of the Interior, the then Chailrman of the National
Patroleum Council, Mr, R. &. Follis, apbointed the ¢amm1ttee
'qn Emergency Preparedness, This committee was charged with the

remponsibility first to prepare a prototype plan for emergency
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preparednens and civil defense for use by the pstroleum and
natural gaa industry, for company planning. And, second, to
review and analyze the adequacy of Government planning in these
game areas, N Qﬂﬁﬁaf”/

Two subcommittees were formed with W. E. In and
C. F; Scott, respectively, as chairmen, to carry on this work.
Their reports were subssquently submitted and accepted by the

| council and by the Department of the Intarior(;5n July of 1364.

e A ,{«,(2/ / /’t’/mj

The Scott report containsd 31 recommendations, all of
wihich were acceptad by the Secretary of the Interior. Approxi-
[mtely one year latexr, in 1965, the Eﬁ?;é%ﬁ:éﬁ regqgsted the
council to reactivate theci;bﬂgggitt;g on manuwals, that is, the
formay Scott sSubcommittee, now chaired by Ted Nelson, and asked
thiaj}ammittee to develop a general information handbook and

20 operating manuwals desceribing in detail how the petroleum

and natural gas industries would operate in the state of natioppl

emergency.

This tremendous work hasbeen completed, And I will
agk Ted Nelson to make his £ina1 raport ﬁn_goﬁ;

MR;- NELSON: - Thank you, uziuniek#;sénjmmuemha:s_and
guests of the National Petroleum Council, this ie the third and
final, repeat, final, report of the NPC Subcommittee for the
preparation of EPGA oparating manuals, The two earlier
reports were progresa reporte that were made in March and

July of 1966.




6l

As Mr. Nickerson said, this subtomuittee was formed
18 mbnthﬂ ago, tao uarry-;uﬁ detalled‘iahaiea ralated to the
organization &nd oparation of thﬁsﬂmétéénay pétrﬁleum and Gas
Administration. Specifically, the committee was asked to do
three thingsy; first, to prepare a genefal information handbook
|| about EPGA that could be distributed widely to the petroleum
and other industries amd to the public, second, to review and
edit two EPGA instructional manuals that were to be prapared
by the 0ffice of 0Ll and Gas. One of theme was to cover the
organizational structure of EPGdA, and the other was to be an
administration manual.

And third, to prepare detalled operating manuals for
individual line divisions and staff officers of EPGA.

The firet assignment, the ome relating to the
preparation of the general information handbook about EPGA,
|| was completed in January of 1966. with the publication of the
booklet "what is the Emergency Petroleum and cas Administration
which x have in my hand here and which you have all recelved.

This booklet has been well received by industry
and Government, and the Office of civil Defense haz printed
75,000 copies of it for widespread distribution, The National
Petxalaﬁm council and the Office of 01l and Gas are participat-
ing in the distribution of the booklet to make certain it
reaches all impo#tant points in the oil and gas industry.

The second assignment, the one relating to the
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raview and editing of EPGA organizational and‘admihist:ation
manual) was completed last féll. These mnnua&d'ﬁill be iessued
soon by the office of 0il and Gas, for use as necessary by
EPGA exeautive reserviats in training exexcises.
| The third assignment, the one relating to the
preparation of detalled operatingzmnnualn for the basic

@rg&nizatiﬂn&l units of EPGA, has heen by far the maat importani

Lz

aspect of the subcommittee work program. Specifically, this
involvad the preparation of operating mamials for the follow-
ing} |

In Domestic Petroleum oberatianh: the Division of
Production and Natural Gas Processing, the Refining and
. uﬁﬁufacturinq pDivision, the supply and Transportation Divieion,
the Distribution and Marketing pivision.

For Domestic Gas Operations; the Gas Transmission
Division and the Gas Distribution Division.

For Poreign Petroleum Operations; the Production
Division, the Refining Division, gnd the Supply and Tranaporﬁa—
tion bivision.

For the Support Sexrvicas Operatianai the Materiels
Divigion, the Manpower Division, the Communications Division;
and the Pacility Secﬁrity_ﬂivision-

| And for the BPGA Staff officersy the Office of

Program Coordination of Information, of Administrative gervices,

!

of General Counsel, of Pinance Counselor, of the Secretariat,

T —
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and of Statistical Services.

T would like to mention particularly at this point that
the Gas Transmiselion and Distribution Manuals were prepared |
in conjunction with the Emergendy advisory éommittae'fot_mhturalf
Gas and approved by this group in Nuﬁamber cf'iesﬁ.

1 would also like to point out that the original
subcommittee assignment included the preparation of oparating
manuals for both the natignai and the ragional 6rganization
units. However, when the subcommittee got into the detailed
preparation of the manuals, it became apparent that there would
be a considaréble duplication of 1nforma£ibn_in the national
and regional manuals, We decided, therefore, to prepare only
one set of manuals, based primarily on the duties of the
Natiﬁhal EPGA organization, but with sufficient reference to
' regiénal considdrations that the manuals could be used for
both organizations.

Another important subcommittee decision in the course
of this study was to consolidate several operating manuals into
a single volume whenavar it was loglecal andlfeasible to do so.
This has resulted in a very considarable reduction in the
humbar of volumes in publication. Specifically, a raduction
from as many as 20, if each operating manual were to be
published separately, to the final number of 10, which represents
a maximum amount of consclidation that the committee felt was

deairabls.




&4

All ten 6perating'manui; vdiumes have been completed
and we are proud to have thém here éﬁ digglay'for you, in the
center of the fromt desk, today. . |

| ‘8ix have heen approved by thg‘ggtire NEBC and the
remaining four are now in the pxocesslaf.ﬁeihg-so approved.
Approval of each volume has bsen obtained Sy'ﬁail as soon as
it was published. 'This procadure was agreed to at the meetings
of all congerned last July. Bach member has received or will
soon yecelve a complete set of théaé manuals and has the
opportunity to order additional coples of any of the manuals
at the very modest cost of about five dollars per volume,

The Government is also being furnished sufficient
copies of all of the manuals for distribution to key EPGA
personnel and for consolidation in loose-leaf binders for
egpacial purposes.

For the manual covers, the jubcommittee gelected a
vinyl plastic that is durable and econbmical, The eolor of
this plastic was chosen to match the aaeealled EPGA rad, that
the ALG has been using to designate all of the EPGA documents.
The phywicai form of the manual has been modeled after the
|| resource engineering report used widel} in the petroleum
industry. Thie form places all of the text on one side and
the charts, tables, and grafts and exhibits on the otlier mide.
Experience has proved this is a very complete repert form for

detailed study use,
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Bach 0féthese operating manual volumes has a comgon
i;tréduatéry sa¢tidn,‘ This section provides for background
informaﬁién'fpr undarstanding énd usa of the detailed gperating 3
p:oaadures that are autlined in other sections of the manuali;'

For exampla, thi- aectian discusses the role of the
Offiae of Defensa Resources and idantifies the Psderal claimant
agencies that will roepresent variaus oil and-gas consuming
gradpﬁ‘in contact with ¥PGA. It also discusmes the three
basic time phésen—vnurvivala recovery, and central pragramming;
that have been developed as a framework fox 2il smergency
planning and operations.

And perhaps most important of all, it dauqribes
finally how general supply programn matching demand against
capability is put together, whsra tﬁe reapanaibility lies for
various ﬁlpﬁctm of the plancing process and what the time
framﬁz are for the ghoxt intermedial and long-range nupply
programe and what these programs might look like.

| 3ince one of the principal oﬁjectiveq.of EPGA 18
planning to aseure cuntinuity of adequabdfsupblf to meet
easantial requirements@ we have provided far strong emphasis
on the machanias of the glanning process in @ach of the
operating manual volumes. sEetion 2 in.eaah of the manuals
is relatively brief and covers the functions, relationehips,
and duties of the apsistant administrator in charge of the

operations involved. There is also included a brief
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description of the functiong of all organizational unite that
are-ﬁnder the Jjurisdiction of the supervisor;involved.

Saction 3 is the most important part of each
operating manual. It covers the functions, :elatiannhips, and
duties and procedures for each organizational unit of the
division involved. This starts with the director and his offic
and takes im turn each branch of each divinion,_eaéh gection
of aach branch and each unit of aach section.

Specific forms are suggested for a number of reportin
and soliciting activities that will be involved such as report- .
ing attack daNAQe to an area, mzaking spplication to construct
petroleum projects, raporting inventories of unused materials,
and making applicatién for needed material and supplies.

Alla‘inﬁludad are exhibite which show how and
,wha;e these statistical data are obtained, how project applica-
tions flow through EPGA and how responsibility and authority
ara distributed for each area of EPGA activity concerned with
_the‘operatihg function involved.

| In sum, these manuals endeavb: tb descyibe the what,
- Qho, where, when and why, and more importantly, the how of
gach 1mpor§ant eperation involved in providing oil and gams
” supplies to meet essential military and eivilian requirements
in a nationai amergency as best we have baen able to visualize
'such a situation at the present tima.'.rhe functions, ralatian- ;';

ships, and dutles and-prqéadurgd:have been written in quite a
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bit of detail so as to be of maximum usefulness for the
axecutive reservists who are in those unitufziadeal directly
with those units,

Adnittedly, thé circumstances of actual emergenéy
are very difficult, if not impossible, to predict. Bpt the
Subcommittee philosophy has been that EPGA would banefit vary
graatly fram'an available, detailed set of operating instrﬂc—
tions, regardlaess of how much revision may be.made later in
these instructions.

The Subcommittee felt further that detailed operating):
manuale of this type would be very useful in training exerciseas
for executive resmervists and ﬁhat such training exercises would
be a valuable source of suggestions for improvements of manuals ..

In othex words, the Subcommittaee hau.viawed the
preparation of EPGA operating manuals as 3 continuing process
from the time that NPC presents these basic operating manuals
to the Government at the present tima and until they are
actually brought into use in an emergency.

For this reason, the manuals have been prépared so
that it will be relativaly easy to remove outdated sheets and
'inuart new ones as changes are approved. The Office of Oil
and Gas will have the responsibility for making all future
,ﬁeviuionu and dintribuﬁing them to the éxneutive resexrviets,

The NPC will have the.reﬁp.gpibi%%ty for distributing thEQer

e i

revisions to its members.
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Throughout the writing of these operating manuals,
the Subcommittee has tried to keep in mind that the primary
‘unction of EPGA is to ameist and coordinate the efforts of
industry in achlieving certain national goals and that there
| should he an absolute minimum of‘&irectieﬁ af-inﬂustfy by
EPGA. 1In order to facilitate the functiﬁning of EP@A in such
a manner, the manuali provide the framework for a séries of
induetry advisory committees at the national regional, aﬁd
local lavels.

Several side items that came up during the pfeparatia
of the aparating manuals deﬁerVe special mention. 1In =ach
|| case the DEfice of dil and Gas has either taken action on thesa
itame or will be taking actioen along the lines rapresented by
the Subcommittee as Admiral Lattu mentioned earlfier.

fhe firast such item is that new definitions £or
primary and secondary inventoriee and facilities ae developed
by the Subcommittee should be formally adopted and written
|| into the national planning at the earliest practical date.

gecond, cross delegation of regional responsibility
in the manufacturing, transportation, and marketing functions,
shauld be carried out following the same principles used in
the Subcommittee's cost deslegation and regional producing
responsibilitien.

Third, the delegation which gives Interlior authority

| over production and distributibn of certain industrial

-
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chemi¢als, such as cracking catalysts, et cetera, that are
.uaed'ﬁrincipally by the petroleum indusetry, should be broadened
to adequately cover present industry practiees.

And fourth, the office of 0il and é&ﬂ should exert
all possible influence to see that industry statiatidé are
gatherad on a statewide baslp and consolidated and reported on
“anﬂgﬁén regional basis rather than by PAD distribution whenaver
it ls péssible and practical to do so. “

In conclusion, the Subcommittee wishes to make two
formal recommendations with respect to the opferating mznuals
that have heen developed in the ¢ourse of this assignmaent.

First, it is recommended that these gperating
manuals prapared by the NpC, which have already had the review
of Interior officials, prior to publiaaﬁién by the CDuncilpﬁbaa
adopted by thea Secretary of the Interior as the official EPGA
Manuale for use by executive reservists in the operation of
EPGA, and, aecoﬁd, it is recommended that these manuals be
tested reqularly by executive reservista in EPGA training
exarciges with the objective of continually improving the
content and the utility of these ﬁanuals.

Pinally, I would 1lik=s to say this has been a sizeable
and difficult assignment. The Subcommittee qampletes it with |
a feesling of considarable ac¢ompliahments and hopes that EPGA
will benefit considerably from the effort.

The Subcommittee now requests that this final report
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of the work accomplished be accepted and that the Subcommittee
he diseharged:. And I will turn this part of the meeting back
to Mr. Nickerson.

(Applause)

MR; ﬂ;CKERSONa I'would like t§ present Mr. Nelson's
recommendation for a motion, but before doing me, I do want to
thank the Subcommittee and its.chairman for tﬁiu'large and
difficult assignment, Particulaijy, I want to thank the
editorial task force headed byégimga¢ who did such an
outstanding job in organizing the presentations and manuals and|
putting them all in uniform style.

I want to especially thank the coméahies involved
for the willingness in giving 8o many outstanding men to this
effort, and in particular, to give them their freedom to spend
as much time as was necessary on this assignment in order to
complate if.

And, of course, I want to thank the main committee,
the one of Emergenuy Preparedneas..for its eontinued interest,
for the xaview of this nagsive amount of material. and for
the large number of wvery helpful suggestions that we have
‘raceived from then,

Aand, of aonrae. I want to thank Vince Brown, and the
Btdff of the National Petroleum Council, and those who handled
.:the mechanics of binding and printing these manuals.

Mow, to repeat Ted's yecommendations in the form of
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a motion, that these operating manuals be adopted by the [ffl&ﬁjﬁﬁ
|| Secretary of the Interior as the official EPGA manuals for use
of executive reservists in EPGA, that they be tested regularly
.hy executive remexyvists in training exercises with the objective
of improving their content and their utility, and finally,
that this final report of the wprk be offiecially accepted én&
.thatltha committee and the subcommittse be discharged,

CHAIRMAN DONNELL: This is truly an impressive task
that has been aéeampiinhed; The volumes before you speak for |
thamselves. This will not only be ﬁf value to the industry and;“m@
the Interior, but hopefully will set a pattern and a gulide for i
other industries to follaw in making-uimilar preparationa.

As you might guess, the publication of these manuals
has bgen a sizeable item in the budget of Ehiﬁ'current year,
But it has been very worthwhile.

vou heard the motion to aceept the recommendationse
and to discharge the committeec. »As many as favor, please say
"Aye.,"

_ {Chorus of "Ayeasa.")

CHAIRMAN DONNELL: Oppgsed, 'No o

(No response) o

CHAIRMAN nOﬁNELL;--On bahalf of the Coaoneil, I want

to thank Mr. Nickerson, Mr, Nelson, and all of tha others wh6 AN

have heen involvad for such a long time in this monumental

taﬂk "
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The next report is that of the Committee on Factore
Affecting U, 8. Exploration, Development and Production, 1945
to 196%., -« Richard Gonzalez, Chairman,

MR, GONZALEZ: Mr. Chairﬁan. Secretary Moore, Members
and Guests of the National Petroleum Council, I am pleaped to
present the summary of the report that was requested and
authorized at the meeting of the Council last July.

The target date for this report was January i, 1967,
in order that it might be used by the Office of 0il and Gas in
itm studiei.. At a meeting on Jaﬂuaxy }gﬁ%the cogmittee
completed its report, this was latey ;;n£"£;r§$ﬁ'o; January 20,
80 you have had mome opportunity to review it,

Thefe ware some typographical errors that we notad
and the copy that was handed to you this morning has correctionf
of those errors.

In our studies, we found as those of you who have
fuliowed the operations of the industry for the past 20 yearn'
would appreciate, that there were a number of diverse factors
affecting operations of the U. S. industry in the period undsr
review., Theme we have classified as Geological Factors,
ATaahnological Pactors, Economic Pactors, and Poliecy Pactoxs.

E will touch on these very briefly.
Pirst, as to the Geoiogidal Factors.
Point 1. Decrease in geological opportunities in well

| explored areas due to the faet that the number of wells drilled
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in the eight states which accounted for most of the drilling
in the poatwar pgriod was almost as great in the 20~year pariod..
1946~1965 as their total prior completions from 1859 through
1945, |

2. A change in the nature of geologicél opportunity,
'with araas-of deep, expensive wells, such és the Delaware
Bagin of West Texas, Alaska, and the Continental shelf, becom-
ing more attractive relative to areas‘with.shallow, and less
expens;ve wells, as indicatad ﬁy the rise in proportion of
drilling expenditures on wells more than 10,006 feet deep from
21.2 per cent in 1953 to 36.4 per cent in 1963.

T would like to call your attention in this connec-
tion to a table in the report of the number of wells of
different depths and their costs as shown by the ?éintfisaocian
tionugurvey for 1963; In the catégory up to five thousand
feet deep, this was 2é;524 walle. The évarage depth of these
wells was 2503 feet. The average cost of.theSe wells was
$21,444. The total expenditures were $611 million.

 Then if we turﬁ to the wells that were 10,000 feet
deep and greater, we had only 2,987 ﬁuch walls, not much more
‘than ten percent of the number under five thousand. But the
‘average depth of these wells was 12,133 faet. Not quite five
timee as deep an'tha others. The ‘average comt was $281,000,
.13 timas the cost of the shallow wells. And the total expendi_

tures for thase 2,987 wells was $839 million, or substantially
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more than the cost of the 28,524 waells under five thousand feet|
deep.

This is one of the problems that we have to keep
in mind when we talk about number of wells drilled, because a
well is a well but it is not necessarily a weli.

shifting ﬁuw to the Teehnélogical Factors.

Point 3. Techniques for atimulating'production in
new and old wells by fracturing.made available a one~time crop
of shallow o0il by encouraging a sharp rise in drilling to
shallow formations in North Central Texés, Arkansas, Illinois
and Oklahoma between 1950 and 1957,

Some of that continued beyond but the amount of it
tapered off vﬁrf sharply.

Point 4. Development of additional supplies. by
fluid injection'added 2,000,000 barrels daily to arqéh 6;1
production'hetwéen 1946 and 1965, theraby supplying é'substanti ]
part of the market ang tﬁaraby having its effect on the number
of new walls that had to be drilled in order to keep pace,

Turning now from the Technological Factors to the
Economic Pactors.

Point 5. The change in rate of growth in crude
oil demand from more than 5 pexr cent annually framl1945 to 1955
to less than 3 per cent annually in 1955-1965 contributed to
the initial rise and later decline in the rate of drilling,

and the later decline. In fact, the change was go marked that
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the rate aof growth and demand in the latter ten years, was

practically half of what it was in the first postwax decade.

voint 6. The rapid growth in sales of natural gas
capturcd markets that would otherwise have been soxved by

0il, thereby affecting the érawth‘in'oil demand and the number
of wellg drilled becaupe gas wells are drilled on much wider
spacing than oil wells,

As you know, many gas wells are drilled on 640 acre
spacing which would be perhaps 16 times as much acras as
most oil well developments.

point 7. The growth in unused crude oil productive
capacity cauged heavy restrictions on the output of prorated
walls in the pariod 1955-1965 which reduced incentives to make
new invegitments,

point 8, Greater compctition from foreign petrbleum
regulted in a rise in net imports from 881,000 barrels daily
in 1955 to 2,281,000 in 1965, and contributed to ihe much
slower rats of growth in domestic erude oil output in the
period 1955-1965.

| point 9. ‘The rise in prices of crude oil and

natural gas at a faster rate than for other commodities until
1957, and the subsequent decline in crude oil prieces both
actually and relative to other commodities worked first to
stimulate and later to discourags exploration énd drilling.

Poinﬁ-lo. changing conditions of demand, prica,
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snd profit outlook combined to eneourage a rise in the relation
of expenditures for exploration and development to gross revenup
from 50 per gent in 1948 up to about 65 per eent in 1%55-1956
and back Jdown €2 50 p2r cent by 1961-1963, which is the last
period for which we have joint assoclation survey figures,

point 1l. Fouvorable oppattunities to invest

encouragad smallor opsrators to step up drilling sharply until
about 1956, often by the use of borrowsed funds and ontside
seuity capital, whereas the loss favorable outlook aftaer 1957
led ©o a large number of mergers ond sellouts of companies and
properties, with the result that the position of independent
opaYtors és z gronp in U. O, pﬁtroleum'proﬂueing oparntions
declinﬂd.

Turn now to the Policy Factors.

Point 12. Wider gpreling of wells wae a factoy
tending to reduce the number of wells drilled, particularly
aftar 1955,

Va don't have guantitative statistice on this, but
the studies of the Interstate 0il Compaci Commission show a
distinct shift in the number of spacing orders, towards wider
spacing about this tim&.

Point 13, The 1eésing of Pederal lands, particularly
the Continentsl Shelf, attracted large sums into axpensive
ventu;aé and may have affected activity in other areas adversely,

point 14, Federal rogulation of gas prices which
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has reduced realization by producers on soma_sales and has
created;aﬂ a&ditional‘risk because even approved prices can be 7
cut'Sﬁbsequentlyg affected profit prospects for drilling of
how gas walle,

Point 15, Federal limitations on ﬁil imports have
held hon-residual imports into Districts I-IV to a relatively

stable relation with domestic production in that area since

1950, thercby limiting the extent of cconomic pressures of

foreign oil on domaestic markets. | |
The way in which the preceding factors worked

throughout the postwarperiod explains the sharp rise in

drilling up to 1956 and the subsequent decline in drilling and |

the leveling off in rate of development of new resources.

| ™n the Ffirst postwar décade; the growth in demand,
fising prices for oil and gas, and improved fracturing
technology encouraged a rapid development of new resources
which added materially to proved ré;arves and opvershot the
requlrements of the market. In-tké'period 1955-1965, a
slower growth in demand,.less favorable price behavior and
loutlook, and the application of technology to expand productive
caéadity faster than reserves combined to cause development of

new regources to turn down for crude oil and to level off for

natural gas. As a result, the rate of growth in proved
reserves was less than in demand for oil and gas in the five-

vear period 1961-~1965.
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In the twenty-year period 1946-1965, production of
oil and gas and the development of new reﬁources in the United
Statés exceededIQOrreséonding figures for the entire preceding
' histpry of gighty—aix years through 1945. The accomplishments
of the period ware remérkahl&,,particularly ﬁecaase at the end
of World war II there were some people who thought that the
Unitea'states.was running out of oil and could not hope to
expand output much above the records already attained.

-I think it is intarestinglthat if we go ba&k in
history, in 1926, we waere also worried about running nutraf :
oil. 8o we were worried in 1926 and 1946, and some people
perhaps in 1966, znd possibly in 1986, you msy have another
 c§mmitteé studying Factors Affecting Bxploration, Development
and Production.

At the end of 1965, the domestic petraleum industry
wasg in pasitian to meet all demands on’it and to expand ouiput“
by substantial amounts, aa-%lﬁeady demonstrated by developmantﬁ
since then. Also, new development was still offsetting
production and adding slightly to known reserves, The sub-
Btantial_outlays baing made for exploration and development
by many companies and operators 1ndicatg confidence Ehat
additional resources remain t5 be found and brought into
production. The rate at which this happens will depend on the
relation of rewards to rigks in the future under conditions

of kéen competition among the principal fuels, which have
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alraady been touched on in the remérks earlicr by Secretary
vdall. | |

| .I wouid like to 2xpress ny thanks to all the mémhars
of the committee, for their contribution to this report,
partiéularly to Allen Calvert, Jim Finiey, John Hammond, and
_théir staffs, who—really made thié report ?oétiblEa |
| X sﬁbmit this raporﬁ and move that it be approved,
Mr. Chairman. |

(rpplause)

CHAIRMAN DONNELL: Is there a second to the motion
to épprove? |

{Motion saconded)

CHATRMAN DONNELLQ Are there éuestiona or commants
about this report?

| {¥o response)

CHAIRMAN DONMELL: ASs many as favor the adoption will
please say “"Aye." | |

{Chorus offﬁAyeéa”)

CHAIRMAN DONNELL: Oppose "No.*

{¥o response)

CHAIRMAN DONNELL: I would like to add on behalf of
the Council,; our thanks to you, Dick, and to the members of
yoitr committee, ahdisubcommittee, wﬁawin guite a short time,
has Producgﬁ.ﬁhis vary £ine report. It was only at the

meeting lagt sammer that the request was made, and I bhelieve
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it was September before the committee reslly started to function,
and to have a final report in our hands a week before the
Council meeting, I think is an indication of ﬁhe fine job that
pick and his associates have done.

our next report is that of the Committee on Effects
of ﬂaw Technology on the Petroleum Industry. Mr. McCurdy.

MR. McCURDY: Mr. Chairman, Secretary Moors, Gentle-
men, I can make a brief report here to you on our progress.

The first part of our study, that having to do with
exploration, production, and bulk transportation, is essentiall
complete. And it had been hoped that we could lay it before
this meeting. However, there are a few points that are still
under discussion amongs the committee mempbers and so we have

had to defer that until next time,

The second part of our study, having to do with
refining and final distribution, is in draft, and probably
will come along at the same time.

Thank you, very much.

{Applause)

CHAIRMAN DONNELL; As you heard Secretary Moore

{say. the work done by this committes was helpful in preparing

the report which we have just adopted.
The naxt committee is that of Committee on 0il and
Gas Transpértatian Facilities. Mr. Swearingen.

ME, SWEARINGEN: Mr. Chaiman; Mr. mare. ang
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Gentlemen. I beliave my report is going to be even briefer

than that of Mx. MeCurdy.

(Laughter) - ni@;U R
our committee was given the assignment on July 19,
to make a study to determine the current capacity of petroleum i-

and gas trangportation facilities, I was appointed chairman

of the committee in October, and Mr. Lattu acts as the co~chaig- *
man of this committee,

The subcommittees have been appolnted, the work
has commenced, and we will make a report to you in due course,

{Applause) -

CHAIRMAN DONNELL: Thank you, Mr. Swearingen.

We will now have the report of the SQQretaryuTreasurTr,
Mr. Brown.

MR, BROWN: At the beginning of our fiscal year,
July 1, 1966, we had a cash balance of $9,396, in the genaral
operating account. During the six-month perlod ending
December 31, 1966, our receipts totaled $152,154. §151,500
of this came from contributions by you members of the Council.
The remaining $629 were receipts for interest on savings and
gales of NPC publications to date,

In the same six-month period. July 1 to Dec¢amber 31,
a total of $115,000 waas expended for our operations, which in
addition to the usual staff functions involved expendituras

in connection with four special committee assignments, and the
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special authorization of publication of the EPdA manuals.

The balance in the general operating fund at the end
of Dacembexr stood at $47,656. 'The value of certificates of
deposit in tha'cﬁntingsncy~raaerve.fund remains unchanged sincg
my last report to you, of $50,000.

CHAIRMAN DONNELL: Thank you.

Are there any questions about'this report?

{No response)

Normally, the Council holds two meetings a year, one
shortly after its appointment in July, and one during the
winter, Therefore, the next meeting of the Council will likely
be in July, and it will be necessary at that time to eclect
officers and members of the two standing committees,

In anticipation of that, I would like to appoint now
a nominating committee, whichlcould be prepared at the next
meating of the Council, to make recommendations for thase
offices.

MY, J. E4 warren, Chairman; Mr. F. Allen Calvert,
Mr. W. W. Kealer, Mr, J. Howard Marshall, Mr. charles H.
Murphy, Jr., Mr. Bd Parkeas, Mr. Foree, Mr, Shumway, Mr.
Charles E. spahr, Mr, H. A, True, Jr., and Mr. M. A, wright.

Admiral Lattu. is there any other business that you
want to refer to this Council?

ADMIRAL LATTU: ﬂa.

CHAIRMAN DONNELL: As you know, there are members of
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the press waiting outside, and they will be here following the
adjournment of the meeting. And I would likéjtﬁbalk the
ganticman that made reportse, part;cipated in thé meeting, to
stay here aﬂé bhe preparad to answer questions. |

Ie there any member of the Council that has any
business to come before the meeting? :

(No responsa)

If not, I wish to thank you for the fine attendance,
and the fact that essentially everybody stayed to the conclusign
of the meeting. We hopa that in the future, we will be able
to adhere to about a twelve o'clock closing.

The meeting is adjourned.

(Applause)

Whexeupon, at 11350 o'c¢lock a.m., the council

meeting was adjourned.)




