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WASHINGTON, D.C. 20548 

January 14, 1983 

The Honorable James A. McClure 
Chairman, Committee on Energy and 

Natural Resources RELEASED 
United States Senate 

The Honorable J. Bennet; Johnston 
Ranking M inority Member, Committee 

on Energy and Natural Resources 
United States Senate 

Subject: Status o f Strategic Petroleum Reserve Activities 
as o f December 31, 1982 YGAO/RCED-83-93) 

Th is is the third in a  series o f reports requested by the 
Senate Committee on Energy and Natural Resources on the adminis- 
tration's progress in filling  the Strategic Petroleum Reserve 
(SPR). l/ This report discusses activities during the first 
quarter-of fiscal year 1983 related to filling  the SPR, establish- 
ing the fiscal year 1983 fill rate, and developing new permanent 
storage facilities, as we ll as the status o f SPR funding. In 
addition, it discusses e fforts to recover overpayments for oil 
received a t the St. James terminal, an oil leak a t the Bryan 
Mound storage site, and DOE documents relating to SPR drawdown 
and regional petroleum reserves. 

Th is report is based, in part, on our review of program 
documents, publications, and studies prepared by the Department 
of Energy (DOE) and the Defense Fue l Supply Center (DFSC), DOE's 
purchasing agent for much o f the SPR oil. In addition, we 
interviewed managers and operating personnel who are responsible 
for planning and manag ing activities associated with developing 
and operating the SPR facilities. We  also interviewed personnel 
from the private contractors that carry out most program activi- 
ties. We  obtained information on the availability and u tiliza- 
tion  o f oil acquisition funds from both DOE and DFSC. 

Our review was performed in accordance w ith  generally 
accepted government auditing standards. We  did not, however, 

L /The March 25, 1982, letter requesting these reports is 
enclosure II. 
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verify the data related to oil procurement contracts, the volumes 
or quality of oil received by DOE, or the available capacity of 
SPR storage facilities because of the limited time available to 
conduct the audit work for this report. 

SPR FILL UPDATE 

DOE reported that the SPR contained about 293.8 million 
barrels of oil as of December 31, 1982. During the first quarter 
of fiscal year 1983, about 15.9 million barrels were added to 
the SPR for an average fill rate of about 173,000 barrels per 
day. Of the 15.9 million barrels delivered, 5.9 million barrels, 
or 37 percent, was sweet crude oil and 10.0 million barrels, or 
63 percent, was sour crude. l/ Figures 1 and 2 and tables 1 
through 5 in enclosure I provide further information on SPR fill 
activities. 

In the past, DFSC had obtained much of the SPR oil through an 
open I continuous solicitation. 2/ However, DOE instructed DFSC 
to suspend purchases under the 'Ziblicftation on August 17, 1982, 
because oil deliveries already arranged were expected to fill 
near-term available permanent storage capacity. On December 7, 
1982, DOE requested the resumption of purchases under. the open, 
continuous solicitation. DOE provided a current requirements 
schedule of oil to be delivered which indicates that DFSC is to 
purchase about 16.6 million barrels of sweet crude. 3/ The oil is 
to be delivered from the second half of March through September 
1983. DFSC has reactivated the solicitation and has asked for the 
first offers to be made by January 4, 1983. 

FISCAL YEAR 1983 FILL RATE 

The Energy Emergency Preparedness Act of 1982 (P.L. 97-229 
August 3, 1982) added a new fill rate requirement for the SPR. 
The act’ amended section 160 of the Energy Policy and Conservation 
Act to require a minimum average annual fill rate of at least 
300,000 barrels per day. This requirement is subject to the 
availability of funds and continues until at least 500 million 

&/Sweet crude for the SPR has a maximum sulfur content of 0.5 
percent: sour crude has over 0.5 percent sulfur content. 

g/The open, continuous solicitation involves making contract 
awards without readvertising the solicitation for offers of 
oil that is available on the "spot," or short-term, market. 

z/According to DOE officials, the requirements schedule will 
be updated periodically based on progress in the leaching 
program. 
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barrels are stored. However, the act allows a lower fill rate 
for the fiscal year if the President finds the 300,000 barrels- 
per-day rate not to be in the national interest. On December 1, 
1982, the President transmitted to the Congress such a finding 
for fiscal year 1983. The justification cited in the finding 
includes 

--the administration's efforts to accelerate the 
pace of SPR oil acquisition, 

--long-term SPR purchase conrmitments, 

--the decontrol of the domestic oil market and 
the decline of oil imports, 

--the need for temporary storage facilities if 
DOE acquired oil at the 300,000 barrels-per- 
day rate, and 

--the additional expenditures of over $1 billion 
that would result if DOE increased the rate to 
300,000 barrels per day. 

After the President makes such a finding, the act states 
that the minimum average fill rate for the fiscal year shall be 
220,000 barrels per day. However, the act also provides that, 
if funds are available after fiscal year 1982 to achieve a higher 
average annual fill rate than 220,000 barrels per day, .then the 
minimum required fill rate shall be "the highest practicable fill 
rate achievable, subject to the availability of appropriated 
funds." A:/ 

DOE's Office of General Counsel is currently assisting the 
SPR program office in examining the implications of this provf- 
sion, in light of the funds available for oil acquisition, to 
determine the minimum required fill rate for fiscal year 1983. 
An important issue being examined is whether the act restricts 
the amount of funds that can be used to order oil in a fiscal 
year for delivery in the next or future years. For example, the 
President's fiscal year 1983 budget included a plan to have about 
46 million barrels of oil on order by the end of fiscal year 1983 
for delivery in fiscal year 1984. Obligating funds for these 
advance orders reduces the amount of funds available for oil to 
bs delivered infiscal year 1983. DOE officials believe that 
with 46 million barrels on order, the remaining available funds 
would allow a fill rate of 220,000 barrels per day (80.3 million 

I./In addition, the Impoundment Control Act of 1974 has been 
made applicable to the funds available to fill the SPR. 
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barrels) in fiscal year 1983. I/ DOE expects to make a decision 
on the required fill rate for fiscal year 1983 during the next 
quarter. 

DEVELOPING STORAGE CAPACIXY 

During the quarter, DCE continued its efforts to develop 
additional storage capacity. The leaching program  at B ryan Mound 
proceeded without major problems during the quarter and the average 
monthly leaching rate exceeded the scheduled baseline. Although 
the leaching rate at West Hackberry reached the highest level for 
the site since leaching was begun, the prog,ram  continued to be 
behind schedule in that it did not sustain the,baseline rate. 
(See table 6.) According to program  officials, the leaching rate 
was affected by problems with the high-pressure brine pump motors 
and m inor electrical problems. In addition, some of the equipment 
at West Hackberry was upgraded during the quarter which impacted 
on the leaching rate. The upgraded equipment is expected to reduce 
the num ber of repairs and downtime and allow a more consistent 
leaching rate. 

DOE's testing program  to determ ine the usefulness of the 
13.1~m illion-barrel Sulphur M ines cavern 2-4-5 was completed on 
December 15, 1982. Based on the test results, DCE has decided 
that it will be able to use the cavern and plans to begin filling 
the cavern fn January 1983. The full use of the cavern is impor- 
tant to the SPR program  because DOE will need the 13.1 m illion 
barrel capacity and 2.1 m illion barrels more than its current 
expansion plans call for, to store oil at a fill rate of 220,000 
barrels per day in fiscal year 1983, without using interim  storage. 

POE's efforts to develop future storage capacity at the 
Bayou Choctaw and Big Hill sites also proceeded.during the 
quarter. A t Bayou Choctaw the leaching program  for a 5.7- 
m illion-barrel cavern, 2/ which is scheduled to be completed 

& /WE had about 60 m illion barrels (or about 165,000 barrels per 
day) on order at the end of fiscal year 1982 for delivery in 
fiscal year 1983. To increase the fill rate for fiscal year 
1983 to 220,000 barrels per day from  the first quarter level 
of about 173,000 barrels per day, DOE would need to fill at an 
average rate of about 235,000 barrels per day for the remainder 
of the year. 

p/The agreement with the Allied Chemical Corporation calls for 
the cavern to have 4.5 m illion barrels of usable capacity and 
to be constructed to allow Allied Chemical to further leach 
the cavern to 10 m illion barrels of capacity. In order to 
develop such a cavern and allow for the settling of insolublea, 
DOE determ ined that it must leach the cavern to 5.7 m illion 
barrels. 

h 
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in 1985 and exchanged for a 100million-barrel cavern owned by 
Allied Chemical Corporation, continued on schedule. As of 
December 31, 1982, 1 million barrels had been leached. 

At Big Hill, the major activity during the quarter was 
focused on land acquisition for the site. The Army Corpa of 
Engineers acquired about 200 acres of land from Amoco through 
condemnation proceedings. In addition to land acquisition, 
DOE initiated procurement activities related to site preparation 
and development. 

STATUS OF SPR FUEDIEG 

DOE began the first quarter with $1.8 billion available to 
pay for oil deliveries under existing contracts and for future 
oil purchases. In addition, DOE had prepaid fiscal year 1983 
deliveries of oil obtained under the August 24, 1982, agreement 
with the Mexican State oil company, Petroleos Mejicanos (PEMEX). 
The Department of the Interior and Related Agencies Appropria- !' 
tions Act (P.L. 97-394) was passed on December 30, 1982. The act 
appropriates an additional $2.1 billion to the SPR program for 
fiscal year 1983. Of the $3.9 billion available to pay for oil 
deliveries under existing contracts and for future 
DOE made payments of about $700 million during the 
the remaining $3.2 billion, about $1.4 billion haa 
and about $1.8 billion remains unobligated. Table 
further funding information. 

RECOVERY OF OVERPAYMENTS FOR OIL 
DELIVERED To ST. JAMES TERMINAL 

DFSC continued its efforts during the quarter to collect 

oil-purchases, 
quarter. Of 
been obligated 
7 provides 

overpayments for oil delfvsred to the St. James terminal between 
September 1980 and November 1981. During that period the mathe- 
matical tables used to convert the levels of crude oil in storage 
tanks at the terminal into an equivalent number of barrels were 
incorrect. According to DFSC, this caused overpayments of about 
$13.8 million to 12 suppliers and underpayments of about $48,000 
to 2 suppliers. The underpayments have been settled. As of 
December 31, 1982, two of the overpayments, totaling about $1.2 
million, had been recovered. The status of DFSC'a efforts to 
collect the other overpayments is shown in table 8. . 
OIL LEAR AT BRYAN MOUND 

During the quarter, efforts were underway to investigate 
an underground oil leak at the Bryan Mound site. The leak, 
J)rich was in a well casing leading to cavern No. 4, was detected 
in early October 1982, and was plugged by October 19, 1982. A 
technical assessment team, comprised of operation and maintenance 
contractor personnel, has been requested to provide a report on 

5 
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the oil leak by January 31, 1983. The report is expected to 
detail the cause of the leak, the amount of oil lost, and 
recommendations for the prevention of similar incidents. 

While the quantity of oil leaked has not been officially 
determined (another reading of the cavern will be made), DOE's 
technical contractor, Sandia Corporation, made two estimates 
of the quantity. The estimates used different methodologies, 
and showed that approximately 46,000 and 66,000 barrels of 
sweet crude oil were leaked. Efforts are being undertaken to 
locate and recover the oil. However, as of December 31, 1982, 
only 142 barrels had been recovered. In our next quarterly 
report, when the contractor's report is complete, we will 
provide further information regarding the leak. 

DOE DOCUMENTS ON SPRDRAWDOWN 
AND REGXONAL RESERVES 

The Energy Emergency Preparedness Act of 1982 requires, 
among other things, that DOE submit to the Congress two docu- 
ments on drawing down the SPR and one on developing a regional 
petroleum reserve. On December 1, 1982, DOE submitted the two 
documents on SPR drawdownt (1) "The Strategic Petroleum Reserve 
Drawdown Plan" and (2) "The Strategic Petroleum Reserve Drawdown 
and Distribution Report." On December 31, 1982, DOB submitted 
the other required report entitled "Regional Petroleum Reserves." 

The SPR Drawdown Plan, which replaces a 1979 plan, was 
required to set forth the method of drawdown and distribution 
of SPR oil. The administration is required to abide by the 
plan during any future SPR drawdowns. The SPR Drawdown and 
Distribution Report was required to contain (1) a description 
of the foreseeable situations which could necessitate SPR 
distributions and (2) descriptions of alternative distribution 
strategies which could be used to respond to each of these 
situations, along with the theory and justification for each. 
Unlike the SPR Drawdown Plan, the SPR Report is not binding on 
the administration. 

On January 3, 1983, we issued a report (GAO/RCED 83-85) 
which analyzed the two documents. In summary, we found that 
the SPR Plan and Report gave little specific information on 
how the SPR could be used in an oil supply disruption. In 
addition, we found that effective SPR drawdown-and distribu- 
tion-planning is necessary and that the administration's 
arguments against such planning are unconvincing. 

The act requires DOE's report on regional petroleum reserves 
to analyze the economic benefits and costs of establishing such 
reserves. In ~uuxnary, DOE's report concludes that the currently 
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planned SPR is the best means of providing needed flexibility and 
security at the lowest costs. The report states that 

'* * * SPR capabilities are considered sufficient 
to serve regional needs in the event of a severe 
energy shortage, and no policy changes with regard 
to the efficacy of regional reserves are considered 
appropriate at this timta." 

In order to meet the required time frames of this report, 
we did not obtain official agency comments. However, we provided 
DOE and DFSC program officials a draft of this report and dis- 
cussed its factual accuracy with them. Based on their comments, 
we made appropriate revisions. We plan no further distribution 
of this report until 7 days after its issue date unless you 
publicly announce its contents earlier. At that time, we will 
send copie8 to the Secretary of Energy and other interested 
partiea and make copies available to others upon request. 

4 r J. Dexter Peach 
Director 

Enclosure8 
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the oil leak by January 31, 1983. The report is expected 
detail the cause of the leak, the amount of oil lost, and 
recommendations for the prevention of similar incidents. 

to 

While the quantity of oil leaked has not been officially 
determined (another reading of the cavern will be made), DOE's 
technical contractor, Sandia Corporation, made two estimates 
of the quantity. The estimates used different methodologies, 
and showed that approximately 46,000 and 66,000 barrels of 
sweet crude oil were leaked. Efforts are being undertaken to 
locate and recover the oil. Rowever, as of December 31, 1982, 
only 142 barrels had been recovered. In our next quarterly 
report, when the contractor's report is complete, we will 
provide further information regarding the leak. 

DOE DOCUMENTS ON SPR DRAWDOWN 
AND REGIONAL RESERVES 

The Energy Emergency Preparedness Act of 1982 requires, 
among other things, that DOE submit to the Congress two docu- 
ments on drawing down the SPR and one on developing a regional 
petroleum reserve. On December 1, 1982, DOE submitted the two 
documents on SPR drawdownt (1) "The Strategic Petroleum Reserve 
Drawdown Plan" and (2) "The Strategic Petroleum Reserve Drawdown 
and Distribution Report." On December 31, 1982, DOE submitted 
the other required report entitled "Regional Petroleum Reserves." 

The SPR Drawdown Plan, which replaces a 1979 plan, was 
required to set forth the method of drawdown and distribution 
of SPR oil. The administration is required to abide by the 
plan during any future SPR drawdowns. The SPR Drawdown and 
Distribution Report was required to contain (1) a description 
of the forseeable situations which could necessitate SPR 
distributions and (2) descriptions of alternative distribution 
strategies which could be used to respond to each of these 
situations, along with the theory and justification for each. 
Unlike the SPR Drawdown Plan, the SPR Report is not binding on 
the administration. 

On January 3, 1983, we issued a report (GAO/RCED 83-85) 
which analyzed the two documents. In summary, we found that 
the SPR Plan and Report gave little specific information on 
how the SPR could be used in an oil supply disruption. In 
addition, we found that effective SPR drawdown-and distribu- 
tion-planning is necessary and that the administration's 
arguments against such planning are unconvincing. 

The act requires DOE's report on regional petroleum reserves 
to analyze the economic benefits and costs of establishing such 
reserves. In summary, DOE's report concludes that the currently 

6 . 



Subtotal 

Phase II sitee 

!btalfors3pR 548.0 

72.6 72.6 
45.6 44.5 

21 26.3 13.2 
48.7 48.3 
64.8 64.4 

b/ 258.0 

Plarmdoil 
fill opacity 

10.0 
160.0 
120.0 

290.0 

243.0 

g - 
44.7 
76.2 

llJDQascicaQalin -1982thatsul~Mkrssca~2-e5cculdbs 
UsQdtostDlnroil. Thbrabeathecqacityavailableatthatsite 
to26.3llkilumkrrrels. lxZexpecbto&artfillingthiscavsmin 
JmmarylS33. 

Ij/aalastquarterlyreport shaweaaxtual capacityat256.5udll.i~ 
barrals. Euwwer,asoflxlce&m31,1982,MIE:indicat8dthatthe 
-P=ity had bcreamdblylsmilli~barrelato258.0ntKlion 
b+iUZdS. 



--------------- (-ofbarrels) ---------- ---- 

Baseline 9009cm 900 900 900 

A&LIZ&l 955 927 971 956 965 957 

WesttEadEbsrry 

E!u3eline l,ooo 1,om 1,m 1,ouo Loo0 1,ooo 1,ooo 1,oca 1,cm 

Actual 351 749 51 264 754 838 y 660 875 813 859 



L 
-1 -s 

Table7 

As of Dekber 31, 1982 (mte a) 

EmdeavaUable 

Carrycrvpro=fromfiSCUyprar1981 $L- 
Fisonlyearl982~~ 3,6841 
Fiscalyew:1983~tkna 2,074 

%talamilable 

s3.w 

1,355 

$5,767 

$1,797 



-Hegs 

Atlantic Ridafield 

Qlarvarron U.S.A., Inc. 

CQ&St&lStateaRaaing 

E4nrrr U.S.A. 

U.S.A. Petmdmn 

U.S. and S.A. 
--p--r Inc. 

$ 944,508.94 

275,693.70 

201,400.60 

l!so,440.20 

523,755.w 

4l2,477.17 

4,930,251.52 

9ll,405.09 

592r232.36 

1,893,773.61 

364,948.03 

2,628,350.76 

chlmehq officer's anal 
detexdM~isa;cladcn 
Deal&r 17, lgez. offset 
actianin -*g/ 

CblleCtd. 

Final-~ 
ocwler21,1982. offset 
al-30,1982. 

FiIl8l-thbbSUSd 
saber 21, 1982. off&et 
C&CtbliXlpaocerrs. 

Pinal-~fsauQd 
october2l81982. offset 
alctakinprocess. 

FinalbtXllbkth&hBUd 
octoberl,l982. off&t 
onI!?umur1,1982. caral 
h8Sf!lgp8l~-. 

Finaldetenmfnaticnissued 
August6,1982. Actim 
tocnllectin~. 

Final~tifssued 
October 21, 1982. Action 
tocollectin~. 

Fiml detednatim issued 
cxztcbrl,1982. Acticm 
tOCOll0CtiXlproceaa. 

Final detednaa issued 
otzbber 21, 1982. Actiml 
tOOOllSCtiXlplrocess. 



March 25n ISLE2 

The Honorable Charles A. Bowsher 
Comptroller General of the United States 
General Accounting Off ice 
441 G Street, N.W. 
Washington, D.C. 20548 

r 

Dear Mr. Bowsher: 

The Congress--attaches a high priority to the rapid fill of 
crude oil into the Strategic Petroleum Reserve (SPR). The 
SPR is an essential element of this Nation's efforts to 
provide protection against the potential consequences of an 
international oil supply interruption. 

Pursuant to a letter dated July 23, 1980, the GAO issued 
eleven reports reviewing the Administration's progress and 
activities in filling the SPR. These reports have proven to 
be most informative and have provided Congress with information 
needed for policy formulation. 

Accordingly, we are requesting that thd GAO further assist 
Congress by monitoring the SPR program activities and re- 
porting by letter to the Committee on a quarterly basis as 
to the Administration's progress in filling the SPR and in 
complying with the requirements of applicable law. Thege 
reports should begin in the next calendar quarter and continue 
through-the end of fiscal 1985. 

Please let us know if the Senate Committee on Energy and 
Natural Resources can be of any assistance in carrying out 
this request. A I 
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