
In é ril 1942, the Ear De artment ordered work commenced on the

"Canol ?rojoct�. 
     
     Descrirtion of the Project.

1&#39;1.�This roject, including inter ooortione, contemyleted;

e. >Drilling en? exgloring for oil at and near Hormen Iells in
northteetern Crncd2.t V

b. Construction of e four inch crude oil pi»eline, with : c grcity

of 3000 barrels d ilr, running from �ormon tells oil fielé 600

miles t� Thitehoree, to eorve the refinery.

c. Diemrntling M refinery in the United States, trsnvgortetion

of the refinery to Thitchorse, :nd re�oroction of the refinery
at ikitehorse, erui�ped to roccss 3000 barrels of crn�e oil

er day ;nd to aroéuce aviztion and motor gasoline and other

groducts.

a. Construction of oil roducte dietributionji�eiinee, running
frvn Skngnoy, Alzeka, at the head of the Inland ?:es:ge, to

�hitohorse zn� thence along the �lceks Highway from Thitohorse
to Frirbznks and �hitehoree to Tate n Lrke, together with the

requisite oil storage facilities.
M ,

e. Setting u; 5 system of rozoe and waterways from �c�urrav, the

rrilho d, to Norman Belle (utilizing Greet Slave Lake and the

Mackenzie ?iver), with necessary accessory roads, for the tr;ns~

~ortation of men, erniqment an� materials recuireé for overetions

oil of



The completed project, as not glunned, will cost l3A,OGQ,GDO.

The nTOj¬Ct was not conceived as a commercitl venture. The Tar

Department mrde no stnéy of its ostvxr commerciel vzlue. The Var DeW:rt�

mcnt deemed it to be eelely : militey: measure to suwllv getfoleum ané

getroleum rodncts tn airiielde along the �lrska Hichn:~ end to srmy trons»

yort vehicles on the Highway. The Committee recognizes that the groject
must be viewed solel? :8 one initiated for etrctegic and logistic reasons
and that it cznnot groperly be criticised unless the decision to inaugurate

it, znd_the Steis taken to com�lete it, evidence� faulty military judgment.
Further, the Committee recoenizee thet any conclusions with reenect�"23

to the determination to nndertr e the =roject, rnd the decieione from time

to time, to continue construction, must be made in the light of conditions

U2 they existed at the time without taking aévantzge of hindeight.

froducts Dietributinn Lines.

The ;roducts distribution gortiong of the ,rojoct ere cencedeé tr be

ino adventzge to militcryiogeratione. Ho criticism has bven made Elth re-

Ssect to these  ertions. They will cost rbout 31,00Q,OOu.  The gro�ucts
distribution lines and the a purtenent etorrge facilities are non eub~
Stgntizlly, and within ; fer months Will be entirely, comgletcd, thue :f~

forcing i means for trrnsrcrtntion of setroleum *roducte from Skegwna

Rhitehorec, and vice veqee, accoréing to vhether they are shigped in by sea

.tl _rocucec at the :hLtChOfSC iefineiy, is n�ll LS u m�p�b of distributing &#39;

&#39;. -� »  ".  -. ..,,.. \&#39;*..&#39;.. 1 .. .  ~ .~  - . .Vcvlition «HQ mvtof QLSWLLMG corn the yleexe 5 ghee? from Thitenorse to

{&#39;1
~ �eel 7 r~*.�r :&#39;~ A ~ 1 A .. .-�- - ,_ &#39; _, �&#39; , �O I .nctS0n neie end n: tne �igh+Ly to F,1gb:g;-. The line ?rQq SWp8W�V as been. ,1 "&#39; "&#39; I " "" "*-  � -r &#39;,_ . ~

in successful owerction Since the winter of l9A3.
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Cost sn� Breeent Strtue of Remaining Portions of the ?rojeets.=
The cost of the rem inder of the groject, :5 not being carried to

com letien, will be rbout lC0,00u§OSO. Of thi cmount totsle of eoproXi-

m toly (i) i17,0G0,000�will be ex ended in exxlorrtion and &Iillinj&#39;fOY

oil at or negr Herman Wells, includin�, if continued, ex lorctiom outside
the origincl Norman field, (ii) 3J,OC0,0$O for the�cenotruction of_the
crude oil .ideline from the oil field: to he refinery, (iii)r 2L,QO0,000

for he refinery, and (iv) �2é,OOO,QOG for ti construction of the tr:nsf4
ortztion system rnd facilities from �enurrar to Rormsh iells.

Drilling Fn� ex:1or:tion have now been ccrried to 3 ooi t where a

�Itot;1 fielé graduation of more than 3,GCG o rrele of oil er {.34gr is ee~

eured, with 3 reserve Wool of between 50 and 1&0 million barrels in the
Norman field. Eikeeiee, ex lorétion in �re vicinity of thst field, gives
geologiefl ind gee hyeiesl in�ic�tione of oil reserves in adj cent terri-

. .. ,� � .The oruee oil rigeline from one 11010 on the refinery are been
\

subetcntielly comjleted and the e stern end of the line is no? being filied.

o...It is estin ted th t the entire line ri1l�be oomgleted cud filled rné oil

Cgn be flowing from the field into ihibehoree by �rrch.

The refinery rill be read� for oger:tion,re to the first stage for

motor fuej bf February, and re ti the second Stzge for aviation gasoline
/

",..,-- " ?,. ~-. - C� J &#39;

�.1. 
     
     23The water aye trans ortstion system hi8 been comgieted rnd

ogeretion for use as reruired.
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Committee�splnvestigation.
, . __ I ,< . .1� _ 3_-,  ,  .

The Cznol urojoct, exclusive of the groducts distribution system,
" :55�-�

h.s been criticised by certain governmental agencies. It hss cost «bout
$77,000,000 to Decemher�&§« Some time see the Committee determined to
investig to Cenolf It has made a thorough study of the project and has had
made available to it information in the possession of the War Department,

other governmental egncies and other persons having knowledge of the project.
Hearings were held at Uhitehorse in September 1943, and thereafter in&#39;Wesh~
ington. The Committee determined to make no report until it had had an

opportunity to hear Generrl Somervell, who returned to the United States

toward the middle of December, l943, endapperred before the Committee on

December 20. s

The Committee&#39;s investigation discloses that there are three main
questions which m st be snswered:

e. Was the decisionto initiate the Conol Project a proper one?
b. Should the project, to the extent of developing, producing,

transporting and refini g 3,000 barrels of crude oil 5 day (the present?

planned capacity of the pipeline and refinery), he completed?

c. Should the exploration and development he continued and the crude
oil pipeline and the refinery be expanded to the extent reeuired to trans~
port andgrocess 20,000 barrels of oil per day?

The Committee is satisfied that the portions of the project comprising

the products distribution lines and appurtenant storage facilities should be

completed as now planned. The remainder of this report is accordingly

limited to consideration pf the other parts of the project.
\
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Military Situation in April, 1942.

The initiation of the Canol Project was ordered by General Somervell
on April 30, 1942. Any intelligent study of whether this decision should

have been made must take account of conditions facing the country at that

time. The Committee realizes that the Cnnol project, as well as many other

operations, are subject to criticism after the fact and in the light of events

which occurred after the decision w;s made. The Committee has, however,  f
examined the questions involved in the War Department&#39;s decision solely in

the light of the facts as they were then known.

Canol was conceived as a military necessity. It was ordered for the

purpose of supplying oil and oil products to the Alaska Highway from points

as near as possible to the places they were required to be used. The War

Department considered Canol on the same basis as it would consider building

an airfield or any other essential war installation, with the additional fact
in mind that oil, being the life blood of mechanized farfare, is of the Vern,
highest order of importance. / i

In December, l94l,our fleet, as an offensive weapon, virtually

disappeared and was not to reappear for many months. Between Pearl Harbor and
the end of April, 1942, we lost Guam, Wake and Manila. Singapore fell and

Rangoon and Java were lost, along with all the oil fields of the East Indies.�

Bataan surrendered, primarily because we did not have the means to supply our

troops there. The Japanese hadnon the battle of the Java Sea.

In the spring of 1942, the Germans intensified their submarine on~
&

slaught against shipping off the East Coast and in the Gulf and the Caribbean.

Refineries at Aruba were shelled. Month by month sinkings of tankers in»
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creased �~ month by month they exceeded by large tonnages replacements

from new construction. The losses became so heavy that tanker movements

along the East Coast were stopped. All plans with respect to Caribbean
shiosing had to be recast, not only on account of the volume of sinkings in
that area but also because of the shortage of warships required to protect

convoys there.

Escort vessels to grotect convoys sailing to supply the various

fronts were utterly inadequate. The capacity of the ship~building industry

was limited, and there was need for far more ships ~~ Naval vessels, landing

craft, tankers, dry cargo ships, barges and tugs ~~ than could be produced.

It appeared that a long period would elapse before we could make good our

losses, much less build the constantly increasing tonnages required for

the snugly of our troops and those of our allies.

General Somervell conferred, during this period, with/Admirals Land
and Vickary of the maritime Commission, and ultimately a shipbuilding program
was outlined and discussed with the President. It was evident, however, that

it would be imgossible to groducc the shinning the Army required, and that if

sinkings continued at the then rate, we would have a continued net attrition,
At the some time, the Army was trying to find new sources of supply.

General Somervell, until the beginning of March, Assistant Chief of Staff,

G~A (in charge of supply) and, after March 9, Commanding General of the

Services of Supply, was the officer most familiar with the groblems involved

and was required to make the decisions designed to solve supply problems.
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At the time, out of all major world petroleum reserves, it appeared that
we could count only upon those in the United States and, assuming the

submarine problem were solved, those of the Caribbean area. We were losing

the Dutoh East Indies. Rommel was in front of Tobruk and, if the Suez fell,

Iraq and Iranian oil fields could no longer be relied upon.
Against this background of possible defeat for want of the vheree

withal to transport sugglies to battlefronts all over the world, the War

Department concluded to embark on the Canol projeot., In any examination of

the project this background ~.the possibility of losing the war before we

had really begun to fight ~ must be kept in mind.

Determination to Build the Alaskan Highway

If the United States is to be defended against attack from the Pacific,

Alaska must be defended also. The Army planned to defend Alaska primarily

by use of air power. This reguired the ferrying of a constant stream of

combat planes and bombers, and the air transportation of supnlies, to our

Alaskan installations. In addition, it was planned to fly airplanes to

Fairbanks, to be there turned over to the Russians for use against Germany.

Planes required servioingen route; they needed gasoline, repairs

and adjustments. It had become anparent, shortly afterPearl Harbor, that
we would require intermediate airfields for this yurpose. The airfields would

have to be suoplied with gasoline, snare oarts and the like. These could be

carried in tothe fields by air only by allocating a large number of cargo

* 7 ~ \ l   �R   2u-eu7ss
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planes to make the deliveries. Four different routes for a highway were

studied, and ultimately the route of the present Alaska Highway, running
from Dawson Creek, northwest of Edmonton, Canada, to Fairbanks, Alaska, was
determined upon. A chain of airfields already existed between these points
and could be improved and enlarged. Further, flying conditions were mores

favorable along this route than other available ones. The decision to

construct the Alaska Highway as made early in February, 1942, and that

Highway, with accessory roads, has been completed and is in use.

The Highway is apgroximately 1600 miles long. Gasoline and other

supglies cannot be furnished to the airfields along the route by motor trucks

alone, except by use of more trucks than are available. The gasoline required
to operate the supoly trucks would use up so vreat a percentage of their
carrying capacity as to make such a method of supply, along the entire length

of the Highway, imnractical.

Alaskan Oil Prospects.i

lt became obvious that it would be a great advantage to be able to
supply the airfields elong the Highway from nearby sources of oil. General
Somervell had long been familiar with the possibilities of oil in.Alaska.
Although it has been known for many years that Alaska has oil possibilities,

there has, up to the present time, been no development sufficient to prove

these possibilities. A small production had been developed at one time,

near Katalla, but was abandoned in 1933.

The chances of successful oil production near Point Barrow or on the

coast of southern Alaska, territories considered to have the greatest

� .    y 2u�6h788
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possibilities, were too conjectural, and achieving actual production would

require too much time to merit favorable consideration in the light of the
then existing emergency. ~Further, if production could be developed in any
of those localities, the fields would be located on or near the coast and

would be vulnerable to attack. a� «

Fgrmy Investigation of Canol.

I The oil industry, as well as the War Department. knew that oil in

commercial quantities existed at Norma Wells. In 1920, oil had been

discovered there. A few producing wells had been drilled there and; for
upwards of 15 years, had produced about 400 barrels oer day during the
summer. The only demand had been local, by mines in the vicinity and boats
on the Mackenzie River system. V The field was operated by Imperial Oil,

Ltd., a Canadian subsidiary of the Standard Oil Company of New Jersey. .Near
the wells, that company had erected a skimming plant sufficient to handle
800 barrels of crude oil per day. The Norman hells field was the only source
of supply near the Alaska Highway with any proved production.

Early in l94l, the attention of the War Deoartment had been called
to the oil production at Norman hells. Subsecuently, curing the consideration
of various routes for a highway, Steffanson, the Arctic explorer, had

proposed a route from Hcmurray in Alberta, at the railhead from Edmonton,

using Great Slave Lake and the Mackenzie River, as part of the highway project.

This route would have passed through Norman Wells, and one of its advantages,

claimed by Steffanson, was the fact that oil to be used in connection with

the highway could be obtained at a point on the highway.
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In January, 1942, tho Army was considering tho possibilities of

producing oil in Australia and New Zsalsnd -~ and did, in fact, engage in

unsuccessful exploration in New Zsalsnd, ~~ with a View to obtaining oil

as nssr as possible to active theaters in order to conserve shipping and to

insure sugply. At or about that time Gsnorsl Somervsll directed James H.

Graham to invcstigats the advisability and feasibility of oil production

and operations at Norman Wells. Mr. Graham was then serving as a consultant

to Gsnsrs Somsrvcll on trsnsoortation matters. Ho had had a broad experience1 .

during the last war in military transport problems. Mr. Graham had also had

a broad business experience, including oil operations. He was at ths time

Dean of Engineering at the University of Kentucky.l Mr. Graham associated

Brigadier General Walter B. Pyron with him to make the rsguirsd study.

Gonsrnl*Pyron had been on active duty since l94O and was the War Department&#39;s

principal consultant on oil matters since 1941. At the time he entered on .
active duty, is was Vics~Prosidcnt of Gulf Oil Corporation, in charge of

groduction and transportation.

 These two men obtained the data available at tho Bureuu of Mines and

the United States Geological Survey. They consulted almost daily with

General Somorvoll on the progress of their investigation. General Somsrvsll

iimsslf discussed the plans, as they developed, with General Marshall, Chief

.of Staff, General Gorow, then head of the War Plans Division of the Gsnoral

Staff� GsnsraLEissnhowsr iwho was succsodins him and General Crawford in1 , 3 E3 2 V 2 .

charge of supply problems of the war Plans Division.
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General Pyron was familiar with the Norman Wells field and its

history. Prior to entry on active duty, he had been given some details

with respect to the geology and gotcntiality of that field by a petroleum

engineer who had visited the field in 1939.

The question of whether oil would flow at the low winter temperatures

in the terrain through which a pipelinewould run was a disturbing one.
Investigation, however, disclosed that the Norman oil had characteristics

.. .  . , . .0
which permitted it to flow at temperatures as low as minus 70 F�hr¢nheit_

By the end of npril, l942, General Somervell and his staff had
exhausted the available sources of information in connection with Canol,

other than such information s could be obtained from representatives of

Imperial Oil Ltd., who, it was recognized, would, as the result of their

more than 20 years of exoerience in the field, be able to furnish the

most reliable data. Accordingly, executives and experts of Imoerial Oil,
Ltd. were asked to confer with War Department representatives in Washington.

They did meet tith Mr. Graham, General Byron, General Streett, an Army Air,

Forces representative on the General Staff, and other Army officers in

Washington on Aoril 29, 1942. They brought with them geological surveys and

reports and geologists familiar with the field. The contemplated project was

fully discussed. The regresentatives of the oil company spoke of an oil

reservoir of two million barrels. They were oessimistic about the chances of
obtaining a production of 3,000 barrels per day, and, immediately, after the

conference, Imperial wrote a letter to the War Department even more pessimistic

in tenor. They described the difficulties of pipeline construction and
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operations under the conditions which existed, They were satisfied, however,
that, if more oil was found, similar to that being produced, it would flow

even at the lowest temperatures which might be expected along the proposed

route of the pipeline.

General Pyron was convinced, as a result of his investigation prior

to the meeting with the Imperial representatives and of the information end

data given him at the meeting, that 3,UUU barrels a day could be produced

from the field with a reserve pool of between two and one~holf and three

million barrels, and so stated. As a matter of feet, the Committee is

advised that a 3,000 barrel per day production is assured end that there is

little doubt that production con be increased to 20,000 per day. As to the

reservoir of oil, it is now believed that the pool is from fifty to one

hundred million barrels in the Norman Field alone, not to mention indications

of one or more other large fields in the vicinity.

The Decision to Gonsoruct Qenol

On the dey the meeting was held, Mr. Graham submitted a one page

memorandum to General Somervell containing no facts but merely the followingh
recommendations: A

a. Additional wells be drilled for odded production by September, l942.

b. Route for a pipeline between Norman bells and Wiitehorse be surveyed

and o four~inch pipeline constructed and placed in operation by

September l5, 1942.

c. Suitable refining equipment be found in the United States, dis~

montled, transported and set up ready for operation by October l,l942.
~ 12 ~    i   2u-6u78s



d. Additional action be taken to provide for transportation of
materials for the above project. 0

The Graham memorandum was submitted to General Pyron and the other

officers, who had been present at the meeting with Imperial Oil, Ltd., and
they approved it. On the same day General Somervell himself approved the
Graham memorandum and on the next day, April 30, he ordered the project to

be constructed. 
     
     General Somervell testified before the Committee that at the time
he did not believe that the dates specified for the completion of the various

parts of the project could be met and that they were adopted by him merely

as a target. He, however, didbelieve that the entire project could be
completed by the summer of 1943, and he states frankly that, if he had
known that completion would be delayed until the spring of 1944, he might

not have ordered the construction. It is possible that the project might»
have been completed by the summer or l943 if top priority had been continu~

ously assigned. However, improved war conditions made it advisable to lower

the priority of the Canol project as compared with other war programs, and

it is impossible to estimate accurately how long completion was delayed by

this subordination of the project.

After drilling operations had progressed, it became apparent that
the Norman Wells field had potentialities greatly in excess of 3,000barrels

per day and, at that time, it was ordered that the tield and nearby structures ,
be drilled until a total production of 20,000 barrels was assured. As stated

above, it is evident that this larger production is new assured.



lwhile work on the project was commenced immediately, construction,
in connection with the crude oil pipeline and the refinery, was kept at

a minimum until a 3,000 barrel production was assured. However, pipeline

materials, required at the eastern or Norman Wells end of the line, had to

be shipped and the system of transportation between Mcmurray and the field
had to be substantially completed during the ensuing summer season if a full

year were not to be lost.

The Petroleum Coordinator for War was not consulted in advance of

the decision to embark on the Canal Project. while it is true that under

the instructions creating his office he had no jurisdiction over oil operations

outside Continental United States, it appears to the Committee that, in the
interests of coordinating war plans and of the smooth, consistent.operation

of governmental agencies interested in the conduct of the war, the War Depart»

ment should have consulted the Petroleum Coordinator in advance and should

have obtained his advice and recommendations. The Committee recommends that,
in the future, the War Department take up similar problems with the Petroleum

chdmdnistrator for War and receive the benefit of his information and advice.

Likewise, the Army did not consult the War Production Board mith
respect to Canol. That Board had no jurisdiction over the determination to

construct the project. It was, however, the agency charged with the duty of

allocating materials to various projects needed in the war effort. While

strategic determinations are not made by the War Production Board, it is
entitled to information, so far as considerations of security permit, as to
critical materials which the Army recuires. It would have shown better
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cooperation between the War Department and the War Production Board

if it had been afforded earlier information in the present case.

Contracts with Imperial Oil, Ltd.

\

A contract was entered into with Imperial Oil, Ltd., which provides

for the necessary drilling and construction of storage and other required

facilities atthc field. The provisions of this contract likewise

apply to the subsequent supplemental arrangement nhereunder Imperial Oil,
Ltd. will participate in the drilling required ta produce 20,000 barrels

per day. The Company will receive its costs plus a fixed fee of n2.00�

under all existing agreements. Title to all wells drilled and to the cas~
ings remain in Imperial Oil, Ltd., subject to any arrangements it may have

with Canada.

Our Government has the right to purchase, without specified time

limit, all oil produced in the Norman Field, including oil produced from
the Imperial wells which existed prior to the inception of the Canol

project. Imperial, however, has the right to take sufficient oil from its

pre~eXisting wells to supply the demands of its commercial customers. In

the past, these demands have been small, (averaging about 12,000 barrels

per year.) From March l through October 31, l943, Imperial processed less

than 15,000 barrels of crude oil for its own and its commercial customers�

The United 8 ates agrees to pay $1.75 per barrel for all oil

purchased from Impcrial&#39;s pre~existing wells, and §l.25 per barrel for
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other oil produced by Imperial in the field, until a total of 1,500,000 S
barrels has been delivered to the Government. Thereafter, the United

Stctes will pay to Imperial 50¢ per barrel for oil delivered until the
Government has been reimbursed for its payments to Imperial under the

contract, such reimbursement to be computed ct the rate of 75¢ per barrel of

oil delivered to the Government. Thereafter, Imperial will again receive
$1.25 per barrel purchased by the United States. The contract provides

for a processing charge of 65¢ per barrel of oil refined at the Imperial
refinery in the field. All payments are to be made in Canadian funds

which are now at a discount ofepproximetcly 10%.

The contract makes provision for renegotiation of its terms at the

time work thereunder has been completed. which was estimated to be about

one year from the date of the contract; the Committee is advised that the

right to renegotiate the contract is still intact. However, if the parties

do not agree to revise the contract, then the contract as originally drawn

will stand. The United Stntes has the right to terminate the agreement

with Imperial Oil, Ltd. at any time with or without cause.

The Committee believes that the Government is, under the circumstences,

required to pay Imperial Oil, Ltd. too high a price for the oil. It is

recognized that the price for the first one million end a helfiberrels
produced may be fair in View of the considerable investment which Imperial
had made in the field prior to 1942. Iowevcr. the 50¢ per barrel and the

91.25 per barrel, respectively, required to be peid under the contrnct after
the first one million and a half barrels have been delivered, strikes the

Committee as similar to n royalty and a royalty at too high a rate. While
/�2
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Imporinl does most of the drilling, all costs of proouction are being

pain by our Govornmont. Tho tolls and casings, under tho torms.of the
contract, nill continuo to be tho prooorty of lmyoriol. Its situation is,

howovor, somewhat difforont from that of n more onnor of progortios who
pormits thom to no oporntod by on oil yroducor under loose and who has

dono nothing himself to discovor and dovolop the oil production. ImporialV
dio discover tho fiold and did start its dovolopmont. MBut it is boing

too gonoronsly trootod with rosgoct to oil outside its own dovolopmont ond,

ospociolly, oil in any newly diSCvVoT®� ficlda Tho Conmlttoo rocommonds
that offorts be mode to ronogotinto tno grico �TOViSiO�S of tho contract
with lmoorinl Oil, Ltd., as well as tho provisions applicable to tho post~

war poriod.

ggroomonts with Canada

Arrongomonts more nodo bv tho Stnto Donnrtnont with tho Conadion
Govornmont, nttho roquost of tho War Dopnrtmont, uhcroby thoprojoct could
be carried to completion. «nnong othcr tningsg Canada agrood to furnish
rights of no; and sites for tho pigolino and tho rofinory. At tho end of
the war, tho piyolino and rofinory may bo purohasod by Canada at its then

a 1commorcinl value or, 1i it does not sue fit to buy, by other porsons at not

loss than that value. If tho pipolino and rofinory are notssold under the

provisions of the ngroomont, tnoir disposition is subjoct to tho direction

of tho Permanent Joint Board on Dofonso, Canodn~Unitod%Stotos. The

installations may not no dismantloé Without tho approval of tho Pormnnont

Joint Board.
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The Committee does not believe that the present agreements with

Canada sufficiently protect the interests of the United States. When

the war is over, and ifpcanede does not exercise its option, Imperial Oil,

Ltd. may be the only person likely to be interested in purchasing the

pipeline and the refinery, since, under the pfesent contracts, it will

cgntrol the only supply of crude oil which may be trensportcdthrough the

line and refined at the refinery. Any other purchaser would be required

to enter into an agreement with imperial covering supply of the pipeline

and the refinery with crude oil; this, the Committee believes, will place

Imperial Oil in the driver&#39;s seat and will reduce the commercial value of

the pipeline and the refinery to an amount which is only n fraction of the

cost of those facilities. There is, of course, the possibility, even

probability, that Imperial Oil, Ltd. will not desire to make the investment

required to purchase the pipeline end refinery end, accordingly, will be\
willing to make a fair and reesonahle agreement with any prospective pur-

cheser as to sale of crude oil. It is even possible that u purchaser of the

pipeline could force a lot oil price on Imperial since the owner of the line

would control the only outlet for suhstnntidl quantities or oil. Granting

this, however, it is doubtfdl whether any purchaser will purchase at a price
which is e substentiel part of the cost of the facilities, in vicw*of the,
limited locel civilian demand for refinery products for a long time after
the end of hostilities.

Stirred into action by the Committee&#39;s investigation of Canol, the

War Department, in conjunction with the State Department, has now undertaken
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negotiations with the Canadian Government and Imperial Oil, Ltd. with

a View to entering into new agreements which will give recognitioni

to the advantages which will inure to Canada and Imperial by reason of our

expenditures, operations and exploration. The Committee recommends that

these negotiations be vigorously carried on, and has no doubt that, in view

of the friendly relations between the two countries and the sense of fairness

of the Imperial Oil, Ltd., equitable arrangements can be made and this
country receive the benefits to which it is fairly entitled.

While more satisfactory arrangements should have been sought in the

~ first instance, nevertheless, if military necessity required the project,

it was proper to proceed immediately, whether or not desirable agreements
for postdwar use could be made;

Reviews of Canol After April, 1942.
After General Somervell ordered the Canol construction, he advised

a meeting of the War Council, consisting of the Secretary and Under Secretary
of War, General Marshall, General Arnold, General McNair and himself, of
what he had done. Thismeeting was held on May 11, less than two weeks
after construction had been ordered.

At the end of May, 1942, the Petroleum_Coordinator for War Wrote to
the President calling his attention to Canol. At the same time he wrote

to the Secretary of War. He complained that he had first heard of the
project through third parties and that he should have been advised before

�it was determined upon; he also offered certain criticisms. The President,

in June, 1942, advised the Petroleum Coordinator that the project had his

- 19 - 2n-;61+788 r



approval and, thereafter, the latter continued.to make suggestions
in connection with the project and for supplementing it. One of his
suggestions involved the distribution products lines which have, in fact,

been constructed. He remained doubtful of the potentialities of theNorman
field to produce 3,000 barrels of oil per day for any pfolonged period.

iThe Petroleum Coordinator was kept fully advised by the War Department
of its plans for obtaining a refinery in the United States. The War Department
contemplated purchase of a refinery inTexas, belonging to the Bareco Companv.
After first approving this purchase, the Petroleum Coordinator later objected

to the purchase for fear of its interference with the 100-octane gasoline

program in the United States. 5There were fourteen other refineries which
could be purchased Without such interference but, subsequently, the Petroleum
Coordinator again consented to the purchase of the Bareco refinery and its use
in connection with Canol.

Subsequently, the Petroleum Coordinator advised the War Department that

the parts and materials, which were required for installation of the Houdry
process in the Canol refinery, were urgently needed in connection with

domestic installations. The War Department for this reason has deleted the

Houdry process from the project.

The Bureau of the Budget, in May, 1943, made a thorough investigation

of Canol, and, in June, advised the War Department that, asla result of this
investigation, it believed the War Department should review the project

to determine (i) whether construction on the Norman+Whitehorse pipeline and

- 20 -
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refinery should be stopped, (ii) whether the pipeline should be completed
and the scope of the refinery reduced, and (iii) whether search for oil

in the Norman and adjacent fields should be stopped or limited. The War

Department then reconsidered the project,,

In July, 1943, �Lieutenant General McNarney, Deputy Chief of Staff,
decided that the project should be carried to completion as then planned(which

plans included attaining a production of 20,000 barrels daily), because world-

wide oil and tanker shortages dictated that Alaskan territory be self~
sufficient in so far as possible, because military necessity existed for
the provision of aviation gas to support a possible major air offensive from
Alaskan bases against Japan, and because, after considering the relative
amounts it would cost to complete the project and the recovery which might
be had were the project stopped, both economic and military policy dictated

completion. A

In September, 1943, the Joint Production Survey Committee, an agency
recently created under the Joint Chiefs of Staff, was directed to make a

thorough investigation of the Canol Project. That Committee held hearings,
at which appeared not only representatives of the Army and the Navy but

also representatives of the Petroleum Administrator for War. On October 26

of thisyear, the Joint Chiefs of Staff, acting on a report of the Joint
Production Survey Committee, determined that the completion and operation

of the Canol Project were necessary to the war effort, that the project

should be completed and operated as soon as possible, and that consideration
should be given to exploration and development leading to a full recovery

«-21-!» 
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3o: the prsdictec rcsorvesa This Committee nns no information with

respect to the information iurnishen to or consiccrsc by the Joint

Proguctlon Survey Committee or the Joint Chiois of Staff»

The Committee iscis "hat tho Cnnoi project, since its inception;

has boon di�cn consitsrnticn by the ni host niiitnry authorities and that,
Q&#39; ~ K� .. ,� A ...,. �.. .� A� -., ,. 1 .. ... . .. . ..3..  ,. _ ..,. . .:7 . - o -u �- -*r\ .-, - ,- -"v "- .. «A "*~ " . &#39;- � " .." I�regnrticss oi Whether such &dLhOfib;dS woulo hnJe ¢yy1OVwQ the yrogcct at
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completion and operation.

T,�I�,�,� ,, - .2. , _.  , \« ., ._; o--.-.  .,-  ,� ,.._, .: , . 2,,� N 4 � ..,,h 1- ..   �,W..,.&#39; �1 .Hhllc military n�b��bxby o3 Lns yIOJcCh sss thus coon IBCuuCLy

0again ootormineo, 1t has ntso become more npparsnt� as time goes by, that

osourccs of petroleum outsico tho Unitoo States m�st he obtsinon in increasing

quantitios, not only for conduct of the present war but to prsssrvc for the

futuro use of the United Stat s, in peace anc in war, our own rapicly

decreasing rsscrvesa Hero is a rsscrvoir in Canadian territory which

augments the supply for the dcfsnsc of tho Unitoo Ststcs; Cannon nno Alaska
without fnrthcr ccploting our own resources. To hs sure, United Stntcs funds

have been oxponocc in no ctopi 5 nno making usnblo this supply. However,

011 represents more than monsy. It is worth the expenditure of funds to

conserve our own oil supply if, by-so going, we can obtain oil elsewhere

ior our common cause. If morn petroleum is oiccovcrec on the Mackenzie than

will be useu for this war, negotiations with Canada should lead to the

ostnhlishmsnt of a military rcsorvo for the common ccfonso of both countries

in the future. 
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the.Committee&#39;s attention.

It is only fair to state, however, that there has been little

{criticism of the manner in which the construction has been carried on.

Only a few instances of waste have come to the Committee&#39;s notice and

those involve relatively small amounts.e Colonel Hyman, the engineer officer

originally in charge of the worn, did not perform his duties satisfactorily

and was replaced in&#39;March 1943. Since that time, the work has, so far as

any evidence presented to the Committee discloses, been carried on efficiently

and competently.

The following criticisms of the project have been brought to the

attention of the Committee and are the most substantial ones and have been

considered in detail:

A. It has been urged� that, considering�the cost of the Canol nroject

in terms of money, manpower, shinning and other transportation requirements,

equipment and material, the decision was arrived at too hastily and without
I

*�\_�_"sconsideration of the diiiiculties and probdems involved.

It is true that relatively brief consideration to the matter was
given by men who had many other duties to perform and problems to solve,
and that no prudent man would consider embarking on such a project in

peacetime and.as a commercial venture Without a more thorough investigation ~
\ 
     
     \

one which might consume years not months. Nevertheless, short of actual

drilling in the field which would have proved that there was a greater amount
)

of oil in the Norman field than was believed at the time to be there, surveysA

of routes for the pipeline which would have consumed so much time as to make
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the project no longer practicable as a military venture, and estimates of the

costs in terms of money, labor, materials and equipment which it was known

would be great, little information, not obtained by General Somervell prior
J f

to his decision, could have been had. There is no doubt that the represen~

tatives of Imperial Oil, Ltd. knew more about the field than any others and

they furnished all available geological data. It cannot be said that

General Somervell did not thoroughly consider and study all the information

which was available to him, or that he went into the project without ftdly

realizing that its difficulties were.

The Committee recognizes that, in the spring of 1942, a decision

such as the one made in connection with Canol had to be made quickly or not
at all. Sufficient supplies of oil too late would have been of no use. If
however, General Somervell had gone into the matter more thoroughly ~ assuming
that there was time to do this, which is doubtful ~ he.might have been
better able to estimate the length of time the project would take and might,

therefore, have refused to issue orders directing its construction. .On the

other hand, asabove pointed out, during the progress of the cork, men,

supplies and equipment, required for its construction, were diverted to fill

A more pressing needs. Thus the Committee feels that it cannot say Whether

the project would have been completed by the summer of l943, as planned, if
it had continued to carry the high priority originally assigned to it. It

is, further, difficult to criticise a decision on the score of haste when it

develops that oil, which was the keystone of the determination to go ahead,

is available in greater quantities than those thought sufficient to justify
the project.
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In addition, the War Department Genernl Staff end the Joint
Chiefs of Staff have, within the past few months, confirmed the decision

by their determination that the project should be continued as e presently

needed military measure for use in offensive operations, made possible
by the successful expulsion of the Japanese from Alaska. Unless, there?
fore, the Committee is prepared to say that ,Cunol was unsound at the time

it was begun but has since become a sound military operation,� General

Somervell&#39;s decision cannot be seriously criticized. If he had decided
not to go ahead with Cenol, then we would be lacking e facility which

45

the highest military authorities have determined we now require in the

conduct of the war.

The Graham memorandum, with General Somervell�s approval endorsed

thereon, is the only documentation in the files of the War Department

with respect to Cnnol prior to the directive for its construction. The

Committee would have been aided had the various steps and oonsidcretions

entering into the decision been written up by the persons participating

in the investigation. As it is, we have now had to rely on the unaided

recollection of the participants. However, the first order issued by the

Commanding General of the newly formed Services of Supply in March 1942,

had discouraged memorende and communications where oral conferences were

tprecticeble. Speed was required. Many actions had to be taken immediately.

Most officers in positions of responsibility might have delayed for a

long period while documents were prepared, epprovnls endorsed, end the

responsibility placed on the shoulders of others. The notion was hesty X

lgg- ,
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in this case and without abundance of caution. Even if this is true,

are not dioposod to criticize yrompt docision, wiiiin�neas to assume
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that the project invoivea quantitioa of shipping,

materials and mangowor which could have bean better used in the War effort

for other purposes.

It is true that Ganoi has required 75,UUU tons o£=coast�w1so or ocean

shipping, including barges? to carry the materials and equipment mace

Ior its oomy;etion to tho Site of the worm, and, at times,

I
iQ,bQU civilians and ASUQ Soiaicrs were needed for the gob, General

Somerveli has Stute� to the Sommittao that the
an
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%   21+-6l+788



any of the pipelines except for 120 miles of six inch pipe, was available
in quentities, and its use did not deprive any otner needed war project of
necessary materials. The refinery was out-modes because of its size and
not needed i the lOO~octsne gasoline program in the United States. The

Bereco Refinery, uitimetely chosen as the best suited for the purpose,

was used with the Eetroleum Coordinetor�s consent. it about the same
time, Russ&#39;e purchased two refineries in this country, likewise with the
consent of the Petroleum Coordinator for War. it is evident, therefore,

that there were refineries which could be epnred.

IIn any event, �he oerticuler use to which trensporteoion facilities,
materials, equipment one evsileble manpower should be put in the interests

of the Her ef�ort is primori y a matter of military strategic judgment and

is for military decision. The Committee has consistently refused to

investigate or criticize stretegicdecisions end, iesgite the oginions

of individual members of the Committ e that transportation, materials end

manpower could have been better used in connection with other military
operations, the Committee feels that in must accept the decisions Cl the

General Staff and the Joint Chiefs of staff, which apparently recognize

"i 
     
     5-�that this éiversio. of shipping, materials end men to Cenol was justified

by military necessity.

C. It has been said that a few tankers could have carried a

greater quantity of petroleum products to ilcsksn ports between April 1942

and this date then will be produced by the Whitehorse Refinery up to the

niddle of lQg5.
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These cargoes could have oeeu stored at advuntugeoue points

along the Alaska dighwey. Further, if this metuou of euociying the

Highway had been adopted, the coete involved would have been oniy a email
percentage of tue costs of Canal even though tankers hum been ouixt \
specially for this gurpoee. V

The war Department hue gnswered thie criticism by ehowing that in

epril 1942 and for a considerable geriou tnereaiter there were no tankers

evuilaole for this gurpoee. During that period the ehortuge of tank\

shigs was eo acute as to cuuce to greatest alarm. Every available tanker?
bed to oe used for more greasing mieeione then eupylying e reeerve for the

Highway.  It is, of course, true that a certain numoer of tankers bud to

be used to Keeo the Alaska theater, including the Highway, Supplieu with�

oil, but the available etocx of tankers was go email ue not to permit the

addition of even a single one for the ourpoee Suggested. Further, although
it appears that the submarine menace, at leuet for the present, hes been¢

reduced, there is still a mixitery need for more tankers than are afloat.

In addition, in View oi the demands upon the California oil fields

for supplying other theater: emu the uwinuling Oeiiforniu reserves, it is
\

apparent that oil, carried to nlusku uuuer the prcoosei being discussed,

would have had to come from either the Miu~oontinent fields, requiring a
long rail haul over congeeteu ruilrouue emu the use of the short uugply of

tank ours, or from Cenibbeen fielde, wuich wouxd have required lonzey end&#39;

more dangerous voyages and a greuter number of tankers.

It is true that oil supplies to Ai��k�, emu tne materials end

2u»6h788



equipment required for the Cenol project, have arrived eefely at
destinations, but in April l942 there were wellwgrounded fears that the
see route to nleeka could not be safely traveled. Certainly, escort ehips
were not available adequately to erotectoonvoye. no matters stand,
commencing in the spring of l944, the refinery at nnitenoree will be able
to furnish nearly all the aviation gasoline reguireo for ferrying operations
elong the Highway, all of the notor fuel reouireo by motor vehicles operating
between Fort Neleon one Foirbenke, eno euffioient fuel to run the refinery.
If the pipeline and refinery are enlarged to trenegort and process 20,000

barrels of crude oil per oey, tnere will be a euoetontielxeurolue of aviation
gasoline and motor fuel available/for other military purpooes.

D. Critics of the project have orgueo that e production of 30,000�

�barrels per day in the fielqoehoulo not be sought in View of the root that

the crude oil pipeline and the refinery itself can handle only 5,000 barrels v

(a 
     
     \

The Committee reoo�hizoe that it would nave been foolherov to nave, ta . ..

<buiit a pipeline, sufficient to treneport zo,ooo borrelo per oay, one a

refinery equipped to proceee that ouentity of oruoe oil, before that production

had been ueeured. The Committee eleo nee in mind that it will be comparatively

<aey to lay on ooiitional pipeline along too route of too four inon line
1

from Mormon nelle to gnitehoree, once the eocees rogue for the four inch

line have boon comgleted, one that the larger size glee which miL$;D@

regained, eng toe additional oritioel oomgononte needed ior the expansion
3of the refinery, enould not be tenen one; from other nor ueoe until they

.ero needed for Genol.

\

.".-
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Genera1 Somervell stated to the Committee that he might shortly
ask for additional appropriations tccover the expense of these expansions.

It is, however, the Committee&#39;s understanding that the&#39;War Department has

not yet finally determined upon the enlarged refinery and pipeline projects,
and the Committee believes that no further development should be carried one
to establish a 20,000 barrel daily production until a decision has been

reached to enlarge the pipeline and refinery capacity if that production is
I ;

attained:

E. Claims have been made that the project is notpfeasible, that thevwvwwv T�

. oil will not flow at low winter temperatures, that in cold weather it will
precipitate paraffin which will stop the flow of oil through the line, and
that spring thaws, floods, storms, and other climatic disturbances will cause
so much interruption to the flow of oil through the line as to make its

, gperation impractical.

Tests made by the United States Bureau of Mines, Universal Oil Products
Company, Standard Oil Company of California and Imperial Oil, Ltd., among
others, prove that the crude oil will flow at a temperature of minus 700 V
Fahrenheit. The mean minimum temperature in the country, through which the

pipeline passes, over a periodof a number of years hasbeenaround minus
25° Fahrenheit for the coldest month of the year. In addition, the pipeline�

,is laid above the ground and, for substantially its whole length, will be

covered in cold Weather by a blanket of snow. �With the insulation afforded
by the snow and in View of the fact that the oil in the line will be moving,

it will be seldom, if ever, that the oil in the pipeline reaches a temperature

as low as the surrounding area.

So far as paraffin is concerned, the problem presented by the Canol

»-�5o�-4 
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pipeline is no gregter and he different than that of any otha� pipeline
running through cold country and carrying oil of high paraffin Content.
There are many such pipelines, and means h&va been deviaea, and, the Committee
but been advised, will be ustd in connection with the Rorman~khitahorsg
pipeiine, to pretmnt any interruption oi the fiow oi oii by paraffin;

The war bepartment has stated tn the Ctmmittas that it axpacts
Short and intermittent interruptions of fl W, due to ieaxs, breakaget and

simiiar difficulties, but that it anticipates no more Uroubia than ia inherent

in any othar Long pipwbina. Such inturruytians occur in connection with all

pLp¢iinc uperutions. Gancrui Fyron tu$tifiea that there is no rattan to

baiieva that this yroblcm xiii bu more saricus than with many other u�i�ting

Linea; and that it can be met without Serious intarferanca.

The Standard Oil Company oi Caiiforuia, which mas&#39;bcen rct&ined.ty
. �, &#39; 1� � , ( . . . .. 3 _. -, \

tna war Department ta operate the pipciine andéraiinery, &S�W6Li ua other

experts, anticipate no unusual difficulties in these operations arising
W)� &#39; &#39;from the above~mentioned pausas. 

     
     4;�.

The Sommittae has-concLud¢u that criticism on the ground of iaaaibiiity C

is not valid. I.

F. Soma �erswns beiicvc that Fairbunxs instead of hhitahorte should

�I
have been chosen as the site oi tna rafinef�.

The ha? Department conaidarmd Fairbanns at a location but concluded \

that Mhitehorse wmuid best serve �ha gurpose in_min�. Fuirbankt is in our

own territory and, ii the refinery had bean Located there, poSt~war central
. \ w _
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would have bean the princiyai aavantaga of Eairbanxsg as the Committee views
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kowe�ar. invo1Tec the construction of a long pipeline from the
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more �nportantm howevar the �asoline which, unuer the plan; wouid,1
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     Future Plans Eegpecting Canal.

�egar�lems of whether or not the ueciaion to built �he Camel

project wag ; wise one, comsi�eration must be given to whether the

p"oject shoals new be ciscontinueu,%ruuuoe¢ or enlarged in Scope. iltv � W



or $24,000,000 exclusive of remaining costs of the products distribution

�lines to which no objection has been made.

The project, exclusive of the distribution Lines, can be diooontinuod

in ita entirety, or the Crude oil pipeline and the refinery can be obana0nod%
at this point, with or without furthar oxpioration for oil.A If worn on
the refinery and pipeline is stoppod there will, nevarthoiess, remain a

roqoiroment of $7,000,000 for evacuation oxpanoes. Monmust be paid until

they aro returned to the United States and thmir transportation to this
cou�try, likewise, must.be oaid by the GoVornmant._ If oxpioration mctivitioa

continua, an additional cost of $7,000,000 (inotuoeo, however, in the
remaining costs above Stated) $111 bw involved. Thus a oaving of §l0,000,000o

would resurt from the abandonmont of tho refinery gnu cruoa oil pipeline taken
ky"thomsolvos3 If, in aodition,_tho exploration activitios are oi�oontinuod,
;L7,000,000 viii be saved.

hhother or not it is determined to complotu the yroject a� now

ptannod, the C©mmitt¢o%recommonus that no further operations be carried on

for the purpose of developing a production of 20,000 barrels per day until

it has further been aoterminod wgothor the capacity of the pigeline anu

rafinory will be oxpanooa to carry and process 20,000 barrels per day if
I
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such proouotlon 1S avuiimbie. I1 tno doo1s1on 15 1n tho aiilrmative,

Arequosts for appropriations for additional required funds will, as General

Somorvail has stated, he presented to the Appropriations Committees of_the

Congress, and we recommend to the Appropriations Committees that, when
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(such�requests are made, they carefully scrutinize and investigate

the proposals and be governed to a large degree by the then state of

the pending negotiations with Canada and Imperial Oil, Ltd, and by the
then determinations of our military chiefs. A

C The Committee is of the opinion that, even though it is

determined to enlarge the project to handle 20,000 barrels per day, no
further exploration for oil should be carried on until attempts have been
made to negotiate with Canada and, if required, with Imperial Oil, Ltd.,
to assure to the United States benefits in any oil discoveries to an
extent commensurate with the contributions of this country to the discovery
of thisoil and the development of the Norman Wells and adjacent fields.

The Joint Chiefs of steff, having determined that the project, with

its present planned capacity of 3,000 barrels a day, is a military
necessity, a contrary opinion by the Committee would involve its passing
upon a purely military decision. This, the Committee has always scrupulously�
avoided. �We accordingly, accept the View that the project should be  j
completed and placed in operation with its 3,000 barrel capacity. To stop
new-would be reckless in light or the military determination which has

been made.

Apart from any consideration of the correctness of the decision
to construct Canol and of the conclusion of the Joint Chiefs of Staff thaty

the project is a military necessity, however, approximately $100,000,000 A
have already been spent. .The United States will derive little or no direct �

benefit from this expenditure in the post�war period when new and satisfactory
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arrangements are made with the Canadian Government and lmperial Oil,
Ltd. Accordingly, the Committee again recommends most strongly that the
negotiations, started since the beginning of the Committee&#39;s investigation
and now being carried on, be pushed as vigorously as possible. It is
hoped that agreements may be entered into which will preserve to the

United States use of the oil discovered and developed by it, and of the
�pipelines and refinery built by it, to the extent it is equitably entitled

by virtue of its contributions of money, manpower, materials, and equipment

to this project for the benefit of the joint war effort.
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