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‘1’0 the President of the Senate and the 

4 Speaker of the iIouse of Heprescntatives 

/ 
This is our report on the capability of the Naval F’c- 

troleum and Oil Shale Reserves to meet crncrgency oil 
needs. 

We made our review pursuant to the Budget and Rc- 
counting Act, 1921 (31 U.S.C. 53), and the Accounting and 
Auditing Act of 1950 (31 U.S.C. 67). 

We arc sending copies of this report to the Director, 
Office of ManalTement and Budget; the Secretary of Defense; 
the Secretary of the Navy; and the Secretary of the Interior. 

Comptroller General 
of the United States 
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The proven recoverable oil resources 
(fcdcrcllly owned) within the Petro- 
lcunl f~c~s~~t~vcs total clbout 1 .2 bil- 
lion bdrrt:ls, including 100 million 
barrels in Petroleum Kcservc No. 4 
i ti Aldsks. The G~ulogi~~11 Survey 
has cstitllatt?d that the Alaskan Re- 
scrvc could contain from 10 billion 
to 33 hi1 Iinn tJarrC!ls Of Oil. If 
the latter mtimdte provrcl occur- 
‘lte, rm:overable resource:, in the 
Navdl Pettmleurn Reserves wi 11 come 
close to the: current proven re- 
coverable oil in all doiric:t:ic oil- 
fields--dbuut. 39 billior~ bdrrcls. 

suc:h Iosscs. Therefore, the f4avy 
Must tw able to: 

--Produce significant quantities of 
oil from the Reserves on short no- 
tice. 

--Preserve the oil in the ground un- 
til needed by restric.ting produc- 
tion to the riii niwm ncccssary to 
maintain the fields; in a state of 
readiness. 

The General Accounting Office (GAO) 
reviewed the statm of the Reserves 
to advise the Congress as to (1) 
their capability of rrlecting the 
stated objectives and (2) the pos- 
sible effet.ts of propmed legisla- 
tion on ttidt. capability. 

The Naval Petroleum Reserves capa- 
bility of producing oil for enier- 
qcncy needs has not been fully tic- 
vcloped. Without addition‘11 dr\vel- 
oplent whist1 would takfl time and 
could cost morr' thtln 5;' billion, the 
Ik';er'vPs CO~llfl ~4ppl.y only a vrry 
~,r~t,~ll port ion of the oil that the 
tl,ivy bt? 1 i ('vflc, rl:i:it\ I h(l ncc~deci i n an 
rmr~rgcncy , (!~PI~ II\). 1;' to 19 and 
31 crnd 3;1. ) 

fd(.i litiec 

OCT. 51972 



Except ;~t Petroleum Ruscrvc No. 4, 
C?XCt"SS production has been ncces- 
-f-y, in part, to l)rev~~nt drdindge 
of oi 1 from the kscrvcs by ad,ja- 
cent commercial wells , many of 
which arc on Fedclrlll land admi n- 
ir,trtrrtl by the Department of the 
Interior. l.;inds adjacent to PC- 
trolc:um RCSWvc No . 4 have been 
leased commercially, and their de- 
velopment may force the Navy into 
offr,(?t production. (See pp. 20 
to 30.) 

Currtlntly the Petroleum Reserves 
could not substitute for the loss 
of oil imports and/or overseas 
purchases, and the Navy estimates 
that full development of the Re- 
serves will take up to 10 ycnrs. 
Oil imports are expactcd to in- 
credos :,h;lrply by t.h(? ~~tiri-lC)~~Os 
and it rlocr, not ~~pponr i.t~,~t th!, 
Ik~,P~~V~~~, could SII~)I, 1.i Lu1.1~ to- 
1.~ lly for tl~cm, c'vpri if rl~~v~~l~~~3~ri 
fully. (r,lY? i'l'. 31 atid 32.) 

The prIl[,cdllt I, tak of th? Reserves 
,111d thrj or ktl!,ivc oil production 
wh ich would hc rcaqu ircd to comply 
wi th t.hc> proposed Santa Barbara 
Channt~l legislation arc not con- 
sisterIt with the intent of the lcg- 
islation which cstdblishcd the Re- 
Serves (10 U.S.C. 7421-7438). 

Although CA0 made no specific de- 
tcrmiri~11inn of the quantity of oil 
which would be required from the 
Reset-vc:, in an emergency situation, 
such J determination must be made 
to establish objectives specifying 
the best use of thr: Reserves. 

The Departments of t.he Interior and 
the Navy should coordinate their cf- 
forts to insure that the admini stra- 
t i 011 of‘ pcl tr~l~iii resources 2nd 
Icdsrr, coriticluo115 to the I?oscrves 
will IJO ( CJII:~~: tint wi th t.ttcse ob- 
jet-t. i v~~I; . 



1%~ Navy conctlrrwi w i ttl thrlstl find- 
i riqs 0110 ret IJI~II~~~IIC~~ t ions dncl f, to t,t:tl 

thd t , W i t.h tht d(J[lt‘ovd 1 fJf thcl 

l'rcs i riotI t , it would, within n t-m- 

sondble period of time, submit to 
the Congwss a propnsal for devel- 
qwt~t of the Rt:scrvvcr; , The Navy 
noted, howc1vcr, that the current 
Five Year Dcfcnse Plan contained 
no provision for implementation of 
such a program. 

The Navy also said that it was cur- 
rently defining officially the 
boundaric?s of Petroleum Reserve 
No. 4 and that, once it had done 
this, it would work jointly with 
Interior to resolve any potential 

- _ -- _-.-.---- ._....- - 
Ii}’ ;‘I{;,,, -;, /,z’,;,l,i’,‘;; -.__ -___ __ - .___.__ 

This asscssmcnt of the current sta- 
tus of the Naval Petroleum anti Oil 
Stlillc Kcscrves --including their 
availability as additional sources 
of oil in the event of a national 
ttnlcr'gcncy--should bc useful to the 
Congrtlss in (1) evaluating any pro- 
grdrrl or budget request that the 
Navy submits in response to GAO's 
recommendations and (2) dcliberat- 
ing on proposed legislation af- 
fecting thfb Naval Petroleum and 
Oil Shale Reserves. 
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I;tiction 7422 provides that 

i’;~~~7k the Secretary of the Navy, dircct1.y or by 
contract, lease , or otherWise , shal I e.K(~)l c3re :, 
prospect, c(;11%!rve, develop, use, ancl operate 
the Naval I+ztrolcum and Oil Shale Ke:~rves in 
his discretion, subject to approval by the 
President. I1 

This section further states that the I&serves 

“7kJ:* shall be used nnd operated for- 

(1) The prot~ection, conservation, mairltenancc 
and testing uf those Heserves; or 



The nbilit:.? of' the Navy to accomplish these objectives 
i:i di:;cu:;xcl ill clxiptcrs 2, 3, and 4. 
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PETROLEUM RESERVE HO.3 

TEAPOT DOME le3 

Petroleum Reserve No. 4, located on the Altrsk~n North 
Slope, corltains approximately ;Zi+ miIl.ion acres and is com- 
pl.ctuly Government owned. The Navy has not fully explored 
and developed these lands, and no oil is being produced. 
Also, there rare currently no means to transport oil from 
the Alaslcm North Slope. IIowcvcr, natural gas is produced 
at Point Barrow for use as fuel by Federal facilities and 
is sold to certain Alaskan native villages, as authorized 
by section 7422 of title 10, United States Code. 

POINT BARROW 
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liection ‘7422 of title 1.0, Uni.t-ed States Code, provides 
1-11at the thxretnry of the Navy, :;ul~~jcct to the approval of 
t he Pre:; iden t , shrill dcvclop t11e I<t~:;e~~o:;, but it dots not 
:,pcc ify to wl1at extent IAlCj :;I IfJlll cl be devc’1. aped to met t 
n,~tionnl (lefence requirernenL:;. In 1967 the Scli,retary of the 
Navy placed an opczratr ion:‘1 rijadjne:;:; requirement on Petro- 
leum l!e :;erve No, 1, hit tie licservr. C~~JXl~J~ p~.c:;ently meet 

tllis prescribed level due_ to 1 ack of flllld:;. ‘Il~c abil. ity of 
tile other P~~trolc~um Reserves to produce oil. in :;igrlif icnnt 
qunntit ie:; 011 :-;I sort not ice is nq;,l ik:ibl e , clnd no opcrat ional 
reaciiness req11irement.s have 1JeeI-I establ ished for them. 

As indicated in the table below, the Petroleum Reserves 
could produce only an additional 9fj,500 barrels per day in 
3 II cmrgency , Only Pctrolcum Re:;crvc:; No:;. 1. and 3 arc cur- 
rently capable of addit ionnl product ion wilhout further de- 
vclopment , Petroleum Reserve No. 2 ir; producing at capacity 
under leases to private contractors ntld is of minimal value 
nr; n reserve. Pctrc)leum Reserve No. 4 i:; es:;erlt-inlly un- 
explored a.nd ~u~devcloped a1~1 ha:; Ii0 cl.1 rrrtnt product ion capa- 
bility. 

1 .! 
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ONPR estimates that about $21.6 million would be needed 
to bring Petroleum Reserve No. 1 to it:; operational readiness 
lcvcl. ONPF. annual requests for operational readiness funds 
have been denied by the Office:; of the Secretary of the Navy 
or the Secretary of Defense, Iqginning with the initial. fis- 
cnl 1969 budget request for $4 million. Petroleum Reserve 
No. L officials have stated that the Reserve is presently 
capable of producing a maximum of 100,000 barrels per day 
within 60 clays, given sufficient emergency funds and man- 
power. 

The Reserve's oil pipeline system can transport 90,000 
barrels per day to its boundaries. To meet operational 
rcadincss production levels, additional crude oil collection, 
storage , and :;hipping facilities wollld have to be constructed 
and pipeline connections to transport the oil from the Ke- 
:;crve would have to be installed. A pipeline capability 
study nmde in 1970 by the National Petroleum Council esti- 
mated that it would take l-l/Z to 2 years to make the ncces- 
snry pipeline modifications. However , as a result of in- 
quiries made in 1970 by Petroleum Ke:;crve No. 1 engineers, 
:;me of the major pipclinc compnnie:; in the San Jonquin 
Vnllcy said ttlat tllcy could build the pipeline connections 
in 1 year, 



The Emcrgcllcy Pctrnlcum and Gas Administration of the 
Ikp,.~r'tmcnt of the interior':; Office of Oil and Gas i.:; re- 
:jporl:;ible for preparing national emerl:cncy plans, developing 
prcpnredncs:; programs covering petrolc>um, and implementing 
the pltlns and programs in the event of a national emergency. 
An Office of Oil and Gas official stated that current plans 
did Ilot adequately consider such matter:; as the (1) type and 
quantity of oil to be produced by Petrol.cum &serve No. 1, 
(2) points of connection with off-Reserve pipelines, (3) ex- 
tent and location of the connection pipeline from the Re- 
scrvc to the main pipeline about 6 miles away, (4) identifi- 
cation of- the landowners along with the proposed main pipe- 
line connection right-of-way, and (5) assignment of finan- 
cial responsibilities for the additional facilities required, 
These plans are based on a production rate for Petroleum Re- 
serve No. 1 of 8,000 to 10,000 barrels per day. No plans 
have been made to transport 160,000 barrels per day off the 
Reserve. Another official of the Office of Oil and Gas 
stated that it would coordinate its activities with the Navy 
in the event of a national emergency. 

An ONPR official advised us that major oil companies 
would bc anxious to obtain additional production from Petro- 
leum Reserve No. 1 if it became available and that there 
would be no problem for them to lay pipelines to the Reserve. 

ONPR officials said the Secretary':: initial operational 
read inc:; :; production rate (1.60,000 barrels per day) was 
ba.?ed 011 the' rcqI.Iiremfnt that it he atlr! to :jub:ititutc for 

the po :;sible loss of crude oil imported to the West Coa:;t or 
t-he rc?f-incd pcltroleum procluct:; purcllasr>cl c)vcZr:;eas t'y the 
Western Pacific Fleet. This prescritjcd rate, however, would 
not c:ompensatc! for the 303,OCKI ljarrcl:; 11cr day of water-borne 
crlldc~ oil irnportc>d to the Wcr;t Coast during 1971. Although 
dCt.3 il:; of the fuel rcquircmcnt::; for thr Fleet arc cla:;si- 
ficd, an ONI'R off-icial. estimated that Pc!trr)leum Reserve No. 1 
would have tu produc(J at least 230,000 l~arrels per day to 
meet the fuel requircmcnt:; of the Western Pacific Flrrt. 



Ac(:orcl i nj; t-11 ONI’R, t he .Ch~crf~t.nry I; j.ni t.i.al opcrnt i (,r~ql 
1-~;1(1 i TIC:;:; I at (1 f or I’tlt 1-r) 1 t’111n I<c~:;PI-I~(~~ No. L doe:; Ilot. rfLprII- 
:;tLtjt. t tlv ~ri;~~i;;~~im t~~iivi.~nt rat-r: 01. I)rorlllct ioll of the Elk:. 
I I i 1 1. :; F i f3 1. tl , ONI’R rst i mat-c:; t-hat t i1(1 ri~nsi~nurn Elf-ii ci.eiit. rat.{: 
ci t product i on t-or t.lic> Iicscrve with f:xist.i 11g well:; and facili- 

. t: i c :; , and a few additions, would approximate 267,440 barrel:; 
per clay ovrr a 5-year period. ONPR rtstimatcr; also that more 
than $69 million would be required to develop Petroleum Rc- 
s(?rvc No. 1 to this productive capability. On the basis of 
information obtained from Petroleum Reserve No. 1 officials, 
WC estimate the value of the proven recoverable resources 
owned by the Navy in the Reserve to be about $2.6 billion. 

During World War II, the only time when Petroleum Rc- 
serve No. 1 had an emergency production status, it produced 
at a level of about 62,000 barrels per day. A production 
level of 65,000 barrels per day during this period was au- 
thorized by joint resolution of Congress. 

I (1 



T'lost- ot t:llc, 1*c\<lf?ral 'IV owiir~l land::, comprising about 
Cl11“.-1 11; 1-d ot‘ t 11r !?f’.Wr’vc, 11avc l,een unclcr l.car:(t to private 
op~~r~~tor!; f(.)r al~ouf. fit) years and are protlucirlg at. capacity. 
A Navy gcol.ogist- (1(lvised us in April 1371 that exploratory e (It- i lling had not rcl:;ul ted in t ho. location of any additional 
1);‘oduc’illlc oil deposits, Tllc~r*cf-ore, it appear.? that no ad- 

c - clit-ional oil. could be obtained from Petroleum Reserve No. 2 
in the event of a national emergency. ONI’R officials have 
I; tat ed, however, that more oil may be in the Reserve, since 
they beliuvc that thp field has not Izen fully explored. 
They maintain that requests by some major oil companies for 
thcl Navy to issue oil and gas leases on certain unleased 
land:; within the Reserve support their belief. All such 
requests have been denied. 

CAPABILITY OF PETROLEUM RESERVE NO, 3 - -- . ..--. 

Petroleum Reserve No. 3 contains about 43 million bar- 
rcls and has a current daily productive capacity of about 
1,000 barrels. The estimated maximum deliverable rate is 
about 5,200 barrels per day for a 5-year period. The Navy 
estimates that it would cost about $9.4 million to develop 
the Reserve to this level. We estimate the value of the 
Navy-owned proven recoverable resources in Petroleum Reserve 
No. 3 to be about $130 million, 

In a report dated July 25, 1967, a petroleum consult- 
ing firm pointed out that Petroleum Reserve No. 3 was small 
anti that its initial productive capacity, if developed, would 
have only a minor effect for any short-term emergency, The 
oil-bearing sands were not completely defined or developed 
and the field was not in a state of readiness to produce in 
an rmcrgency , Therefore, the report recommended that the 
Secretary of the Navy forego development of the Reserve. 

CAPAPTLITY OF IYXROLEUM RESERVE NO. 4 cc- -- 

Petroleum Rcsc?rve No. 
or developed. 

4 has not been fully explored 
From 19~4~~ through 1953 the Navy conducted an 

exploration program which proved the presence of about 100 
million bnrrcls of' recoverable oil and established a procluc- 

* ing natural gas field to supply fuel to Federal facilities 

17 



The Navy ostirnntcr?:; that development of the oil fields, 
as a IO-billion-barrel reserve capal)lc of producing about 
3 million barrel:; per day, would cost at least $1.9 billion. 
We estimate the value of the recoverable resollrces of such 
a reserve to be about $20 billion. If the Reserve contains 
33 billion barrels of oil, the value of the recoverable re- 
sources would be about $66 billion, The Navy ha:: made no 
estimates of the additional costs required to develop Petro- 
leum Reserve No. r+ as a 33-billion-barrel reserve, 

The utility of the Reserve depends on a feasible method 
of transporting the oil to refineries. Commercial producers 
propose to construct a crude-oil pipeline and delivery sys- 
tem from Prudhoe Bay to the ice-free post of Valdez, Alaska. 
(See map on p, 8.) According to ONPR, connections from 
the Reserve to the proposed pipeline at Prudhoe Bay could 
be constructed for about $38 million, assuming the proposed 
pipeline can nccomodate emergency input from the Reserve.1 
They also estimate that a separate pipeline for Navy use, 
with a capacity of 3 million barrels per day, could be 

1 The Department of the Interior believes that excess capacity 
will not be available on the proposed pipeline for a number 
of years. Although an ONPR engineer agreed, he estimated 
that, barring additional large discoveries on the North 
SlOPC, excess capacity of the proposed Prudhoe Bay-Valdez 
pipeline will approximate (1.1 700,000 barrels per day with- 
in 5 years and (2) 1,200,OOO barrels per day within 10 
years after the Prutlhoe bay oilfield Ilns reached its planned 
peak output of 2 million barrels per day. 'Ihe ONl'H en- 
gintxcr also believed that the capacity of the proposed com- 
mercial pipeline could be increased by 50 percent (to 3 
million barrels per day) by constructing more pumping sta- 
tions than are currently being planned, 

IX 



The determination of the seaward boundary is another 
factor which directly affects the value of the Reserve. 
The northern or seaward boundary of Petroleum Reserve No. 4 
was specifically defined by Executive Order 3797-A, dated 
Fcbruciry 27, 1923, except along the northeastern corner at 
Starr i :;on and Smith Bays. l'he Bureau of Land Management 
defined the boundary on a recent map by following the sinu- 
osities of the bays, This placed the two bays in the State- 
owned portion of the Outer Continental Shelf. The Navy's 
proposed map had boundary lines drawn from headland to head- 
land, placing the bays within the reserve, as did a July 
1958 Bureau of Land Management map. The settlement of this 
dispute could affect the value of Petroleum Reserve No. 4 
since Harrison Bay is a potentially large oilfield. 

'The Department of the Interior, in its comments on our re- 
Fort, said that these cost estimates were probably too 
low, Also, Interior questioned the feasibility of main- 
taining a standby pipeline from the North Slope, as it 
would require continuous oil circulation to keep it in a 
state of readiness. 
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To effectively meet its conservation responsibilities 
under the law, 0NPR says that it shollld restrict production 
to the minimum amount considered necessary to maintain the 
oilfields in a state of readiness, llowcver, the Navy has 
had to produce oil in excess of this amount, 

According to the most current information at the time 
of our review, the Petroleum Reserves produce about 13,400 
barrels of oil daily. According to an ONPR engineer, rendi- 
ness production is required only on a portion of Petroleum 
Reserve No. 1. This production, which amounts to about 
2,200 barrels of oil a day, is required because of unique 
characteristics of the oil deposits in that area, The pro- 
duction of the remaining 11,200 barrels of oil per day is 
required to protect the Government's share of the recovcr- 
able oil in Reserves Nos. 1, 2, and 3. 

Offset production (see illustration on the following 
page) is carried out at Petroleum Reserves Nos. 1 and 3 to 
counteract the threats of drainage, reduced pressures, or 
flooding caused by production on leased Federal and pri- 
vately owned lands adjacent to the Reserves. Similarly, off-. 
set production is carried out at Petroleum Reserve No. 2 
because of commercial production by private operators who 
own a majority of the lands within the Reserve, 
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During calendar year 137U, T’ctroleum Rcservcs Nos. 1, 
2, rind 3 prod7ic~cl about 4. 9 million bnrrel:; of oil, rc>ach- 
iIig n cumul at.i.vl.1 total, as of Ikcc~mt)c?r 31, 1970, of over 
500 million barrels. Individunl prodlxt ion and proven x-e- 
covc.:rable rcsourccs remaining for tzncll Reserve fol low. 

Total barrels of Proven 
oil pix$~~~ed *---...---_ 

Cum1ilat ivc: tota 1 
remaining 

1970 barrel s -- 

No. 1 1,012,724 291,986,813 1,022,225,0~0 
No, 2 2,868,585” 201 , 36~),01)0” 21. ,414,OOO” 
No. 3 224,851 6,79l.,G70 43,200, OIM 
No. 4 1.00 ,000, ooob 

Total 

“Navy lands only. 

500,138,483 1,186,X39,000 

b -, Lllrrcnt unoff icinl e:;timatc of the Gcologi cnl Survey i:; 10 
to 3’3 billi barrels of oil. 



The I3ureau of Land Planagemcnt leased land in this area 
to connmrc in1 prOdlICer~5 in 1962. Federal regulations pro- 
hi bi t issuance of oil and gas leases by the Bureau of Land 
Pl~rl,~gement within a mile of a Petrolcl~rn Reserve boundary, un- 
1. t~::s the land is being drained by private operators or it is 
determined nftcr consultation with Navy officials that the 
lit:scrvc would not be adversely affected. In December 1962 
and .I;lnunry 1963, ONPR officials expressed concern over the 
issu:~ncc of the lenses within the l-mile buffer zone and the 
subsequent dri 11 i.ng ac tivi ty . Burea,u of Land Management offi- 
ciiils informed them that in August 1955 the Director of ONPR 
had given blanket permission for new leases or renewal of 
leases previously approved by the Navy. Although the Navy 
cunccled the 195.5 waiver in January 1963, it was unable to 
provide sufficient grounds to the Bureau of Land Management 
for canceling the leases. 

In December 1962 oil. was also di.scovered on land within 
the A!;phalto Field adjacent to Petroleum Reserve No. 1, which 
is owned in fee by a private oil. company. (‘11-z term “in fee” 
indicates that the company own:: both t 1~: land and the suh- 
:iurf,tcc mincrnls. ) ‘ho WC 1 1 :; wctre clr i 1.1 ed in February 1964 
by tllct oil company on its f f?e I;lnd. 

Thi :; s;Imc? oj 1 company had cantcrcrl into a IJnit Plan con- 
tract with the N:lvy in ,lune 1.944 to prevent condcmn:ttion of 
i t:; lands in I’ctrolcum lic::;erve No, 1 . T!nder the Uni t Plan 
c~orlt.rL~c t:, land 0wnc:d tty t:ltc company wi tliin the Iic:;cr*vc i s 
opcJ‘;l ted ns ;I unit with rno:;t 01 the (:ovc~rrlnlerit-owIic?d land 
i 11 the I?c:;crve. The c-on tract: provi dcl:; for ( 1 > tf~ order1 y 

nncl c~f’licic~nt dcvc~lupmc:nt of tile Iit::;ctrve to furnish oil for 
W;jrtiIne needs and (3) tlrc$ con:;c?rvation of the oil field 



The contract allows the Navy to l)r.ini; additional lands 
owned by the oil company into tile I’l:tll, i f- it can show that 
tllc lands arc on the same geologica 1 :; tructure as an oil- 
field in Petroleum Kcscrve NO. 1. According to the Navy, it 
attempted to implement this provision of the contract with 
respect to the Asphalto Field but thcsr: attempts were re- 
sisted by t.1~ oil comp,.lny. Claiming t:I~at drn inage was oc- 
curring from the unit arca into the compan>~‘s fee land in 
thi 5 ,arca , the Navy ini.ti.ntcd a sxli t ng:ni nst the company in 
1’167 to include portions of this fet> lnnd in tI)e Unit Plan. 
011 May 18, 1972, the UIli.ted State:; District Court for the 
Northern District of California decided the case in favor of 
the oil company, 

The Navy dri.lled its first offset well in the Asphnlto 
Field in April 1963. By December 1970 it had tdken out 
about 84 percent of it:; share of the recoverabl P resources 
in the Asphalt0 Fi old. ‘1%~ Navy <~lr-;o drilled wilter injec- 
tion well:; between the A:-;pl~l to Field :\ncl tI)c m;tin oilficld 

1: movemt2nt of’ oi 1 from 



. - See t ion “li f) of- tllc l’ni t 1’1~111 (~olIt-r~nc:l:. p:-ovi drkr; for 
an r>xcept i on to the Navy’ s c~xc111::i vc csontr01 over pr-orlilcti on. 
I’lli s . - :;ection asstlrcs tllo oil comp;~ny thn t, when the Navy i :: 
not c;lusj ng the Kc~:;crvr to produce for nati onnl. TIcU~\II:;C pllr- 
poses, enough oil i 5 to be produced and crhcirgcrl to t11c com- 
pany share of recoverable oil to allow the company to pCly ror 
i tr; share of the operational and maintcllnnce exprnsc'c;, in- 
cluding costs of testing and taxes. 

Before 1971 the maintenance and testing operations of 
Petroleum Reserve No. 1 generally produced enoup,h oil, 
valued at the market price, to cover the company's expenses 
reimbursable under section 5(f). The possibility of in- 
creased production, as proposed in the pending Santa Barbara 
Channel legislation (see pp. 36 to 38), caused Kern County 
to increase its 1971 tax assessment of the value of the 
mineral rights in the oil company's lands, This then caused 
the quarterly production of oil allocated under the terms 
of the contract for the company's taxes to increase from 
about 58,000 to about 137,000 barrels. 



T~LWC-OII Mny 1921 ant1 MarcI) 1.?27, 1’hP rkpa:-trllc~rlt of’ ttlc! s 

Int.rrLi,r ,I(llniIli!;tcl-t~(l tlicx Re:;crve:; d1~1 l.r~ar;~l all fedorally 
owned l;rnd:; witflin i'etrolcum Rc:;ervcs Nos. 2 and 3, as well 
a:; portions of l'ctrolcum Reserve No. 1, to private oil com- 
p:lnics for commercial development. The circumstances sur- 
rounding these leases (the Teapot Dome Scandal) were the 
subject of congressional investigation and litigation, re- 
sulting in cancellation of the leases in Petroleum Reservrs 
Nos. 1 and 3 but not in Petroleum Reserve No. 2. In March 
1927 the administration of the Petroleum Re:;crves was re- 
turned to the Secretary of the Navy. 

According to a Navy official, Petroleum Reserve No. 2 
has always had to conduct offset production because about 
65 percent of the land is owned by private operators who have 
been producing oil at capacity rates since the 1920s. This 
offset production is performed by private operators, under 
Navy leases, and the Navy receives royalties from the les- 
sees. 

PROTECTIVE PRODUCTION AT I_ - --..- - 
PETROLEUM RESERVE NO. 3 

Following the Teapot Dome Scandal, Petroleum Reserve 
No. 3 was completely closed in 1927. Commercial operations 
adjacent to the Reserve prompted an exploratory drilling 
program conducted from 1951. to 1953,which showed that little 
drainage was occurring. More significant drainage from de- 
posits previously considered unproductive started in 1354 
when operators on the eastern boundary instituted new oil- 
field recovery procedures. The Navy drilled wells to offset 
this adjacent production in 1958. 

lktween 1960 and 1966 the Navy and Interior diricussed 
permitting a secondary recovery program by producers on 
Fcdernl leases adjacent to the northwest boundary of' Pctro- 
leum Reserve No. 3. Tlw lessees wanted to place production 
<and/or water irljcction wells about 50 feet from the Reserve 
boundary to force production of oil in other wells. Part 
221.20, title 30, Code of Fedora1 Regulations, prohibits 
drilling on leased Federal land within 200 feet of its 
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The Department of the Interior, in Public Lax-xl Order 
1621, April 13, 1958, as amended, established a 2-milt buffer 
zone of Federal lands along the boundaries 0: Petroleum Re- 
serve No. 4 in which leasing was prohibited. Tile purpose of 
the buffer zone was to protect the Reserve against drainage 
by adjacent production. 

The Alaska Statehood Act of July 7, 1958, entitled the 
State of Alaska to a certain amount of E'cdcral lands which 
were vacant, unappropriated, and unreserved. The Secretary 
of the Interior, with the concurrence of the Secretary of 
Defense, was responsible for approving the State selection 
of lands. In 1965 the State selected some? Federal lands, 
including a portion of the 2-mile buffer zone adjacent to 
the northeast corner of Petroleum Reserve No. 4. The Bureau 
of Land Management approved the selection, but the Navy ob- 
jected and requested that the Secretary of Defense not con- 

cur with the action because it would remove the Federal 
buffer zone protection. In a memorandum of October 15, 1965, 
the Assistant Secretary of Defense (Installations and Logis- 
tics) overruled the Navy's objections and stated that, if 
significant quantities of oil should bc discovered within the 
buf.‘fet- zone, the value to the Covcrnment of such a commcr- 
cially financed discovery would tend to more than off-set 
pos.sible threats of drainage. Alaska leased these lands to 
prospective producer:; for commercial oil production. No oil 
had been produced as oi July 1972, 

A boundary dispute between the Bureau of Land Manage- 
ment and the Navy resulted in the i:;r;unnce of commercial 

c lc?nsc:; at locations con:;idered by the Navy to be in the 
buffer zone. The boundary line established by the Bureau of 

w Land Management in the soutlw;l.7tern part. of the Rcscrve ex- 
cludc~l the Colville River, which the Navy thought should be 
inc ludcd. In March 1969 ONI’R notified the I3urcau of Land 
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‘I’]ltx hlr’~~ill (J 1- htld ~k~Jlcl~;C’Jllt?llt- rc?fc~I-rPtl the Jnatt-C’r to 

Lllll IIf UiCE‘ of' t.hc Sol ic itrlr i.11 the IIr~~nrl_l~~c~r~l. of ttlc Zr~tc- 
I.ior , ~110 i:;:, -ucd a clcc i:; i on on Ih:tcerrlllc~r 2, 1969, af‘f’imin;: 
t1lk.b !Javy' s position. ‘l’t1~: I.ctlcf~irlit:ivr~ of the river t~oundnry 
placed the riverbed within the Kcservc and cxtct~cled the Z- 
mile buffer zone accordingly. The Bureau of Land Management 
had already i:;sue(l :;evcral lenses in tllc estcndcd buffer 
ZOIlC area. ONPR officials believed these leases s1louJ.d be 
canceled, but Department of the Interior offi.cials stated 
that they Ilad no valid basis for doing so and appealed to 
the Solicitor to reverse his decision. 

In a letter of October 6, 1371, the Acting Associate 
Solicitor informed the Bureau of Land Management that hi:; 
review of additional historical evidence revealed that from 
1923 to 1969 both the Navy and the Department of the Inte- 
rior had assumed that the Colvillc River was not included 
within the Reserve. He further concluded that ambiguous 
language in Executive Order 3797-A which supported the 
Navy's position was erroneous and suggested that the dispute 
be settled between the Secretary of the Navy and the Secre- 
tary of the Interior in light of the additional historical 
evidence. 

Subsequently, the Navy Judge Advocate General advised 
the Secretary of the Navy that, under the law, the Sccrctary 
had the responsibility for interpreting the Executive order 
and drawing the boundaries. J?e therefore recommended that 
the :;ccretary exercise this rc:;ponsibility and give public 
notice to all concerned that he had done :;o. As a result, 
on May 1'1, 1972, the .Judge Advocate Gcrlcral published notice 
in the Federal Rej;l.:;tcr that the Secretary of the Navy, In 
execution of his authority and responsibi I-ity for admini>;ter- 
ing the Naval Petrol.eum and Oil Shale Re:;ervcs as stated in 
sections 7421 to 743H, title 10, United States Code, had 
corrected and redefined tile boundaries of I'ctroleum Rcservc 

- No. 4. 'The corrected boundaries included the Colvil.le Hiver 
within the Reserve. 

- Advocate General, 
According to the Office of the Judge 

these will be tllc of‘ficinl boundaries un- 
le:;:; (I) the Attorney General is asked to render an opinion 
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ONPR believes that the usefulness of the Reserves de- 
pend :; on their ability to zubstitute for a reduction or the 
climinatiorl of oil imports and/or ovcr:;eas military fuel 
purchases in a national emergency. The Reserves could not 
currently substitute for such losses, and the Navy estimates 
that full development would take up to 10 years. By the mid- 
1980s) however, imports are expected to increase to a point 
where the Reserves, even if fully developed, could not to- 
tally substitute for them. 

During 1971 the Ullited States had a domestic demand for 
about 15.2 million barrels of petroleum products daily. 
About 25 percent of this demand (3.9 million barrels a day) 
WEkS satisfied by imports, In addition, in fiscal year 1971, 
the Department of Defense procured about 353,000 barrels a 
day of refined petroleum products at overseas locations. 

Petroleum Reserves Nos. 1 and 3 (the only ones currently 
capable of increased production) could, at their current ca- 
pacity rates, produce an additional 95,500 barrels per day 
in an emergency. This output could have replaced 2.4 percent 
of the 1971 imports, or 27 percent of the fiscal year 1971 
military overseas procurements. 

A:; discussed in chapter 2, the Petroleum Reserves have 
not been fully developed. Assumirq; tllat the Reserve:; were 
fully clcvc loped and that Reserve No. 4 contained 7.11 billion 
barrel:; , the Navy estimates the maximum deliverable rate for 
the Reserves to be 3.3 million barrels per day. At this 
rate, the Reserves could have suh:;titutetI for a major por- 
tion of the petroleum products imported by the United States 
in 1971. 

. 
Forecasts of petroleum demands indicate a substantial 

e increase in the level of U.S. imports. According to a Na- 
. tionnl Petroleum Council report (July 1971), the United States 
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wil 1. 1)~ import: i.q: clnil y n'1mo: t 3.1 m il 1 ion 't)arrel:; of petrc,- 
lc?lim pro~Juc t:: by 3.9130. ‘11~ Ikpar t.m~11 t- of- tile Ir~tc.!rior licl:s 
t:::t .i.m;1tc:-,d, i.11 coq;rc :; :-; ional. t e:;t itllr)ll\rF Lllnt. l>;- 1 0:37, 11czI r ir~g 
commcrc in1 produc Lion of the Aln:;km~ ITor-tlr S1 opt, t.hc ITnitcd 
State:; will bc importing nl)ul~t 1.5 III i 1 1 ioi-1 Larrcl 5 per clny . 
At tllat rate, evcii if the Reserve:; wcr62 f-ully developed u~d 
NC? scrvc No. 4 contained 33 ~~il.lion Larreli; (accordirq to 
Geological Survey estimate:;), it doe:; not appear tllnt the 
Reserves could totally substitute for tile projected oil ir;- 
ports by the mid-1980s. 

A graphic comparison of the current emergency capacity 
of the Reserves with the current and projected U.S. demands 
for petroleum products is shown below. 

3’ I . 
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Ctr: K-IA in sect-ions of public lnndr; in Colorado and t’tnh 
(~c)rl-f.;? i liing oil :;hnJ e were :.;et aside f ram 1916 through J’j24 
to further guaran.tcc oil for Navy USC:! in future cmergenc ies, 
‘I’lw Navy was 11ot- k;ivcn the authority t-o opcratr or devc,lop 
the Sllnle Re:;crvc:s in the snmc monnr:r as the Petroleum Kc- 
Serves until f-.h~ ennctmcnt of Public Law 87-796 in October 
1962 l About. 811 pcxent of the Nation’ :: oil shale resources 
are on 8.3 million acres of Federal larlds, of which about 
1.8 percent arc Navy owned. 

The Navy’ s policy toward the Sha1.e Re.r;w-ves has been 
to (1) observe improvem~:~nts in oiJ_ st~nle technology, (2) en- 
courage devclopm~‘nl: wl~crcvcr :~ppropri;lte, and (3 > be prc- 
pared to take an active role when appropriate, 



* 

Comment i.ng on our report, the lkpartmcnt of the Int.c>r ic,r 
:;tnt.cd that ~ha1.c Rc:;c>rvc!:; Nos. 1 and 3, if thq corild t)o 
tlcvcl~~pc~d to protlIice about 100,000 barrel:; of oil per day, 
would !>rovidct R 60-year supply. Such oil would probably I-W 
1110 r t2 costly than conventional crude oil, and it would re- 
quire at least 3 to 5 years to start up production. Tr1t CI - 

rior also believes that Shale Reserve No. 2 has doubtful 
value and would probably be better restored to the public 
domain. 



3. ‘li:.~tahli:;llmcnt of National. Ikfc~nse Petroleum Resr rves, 

4 * ‘I’crmitia t- i-on of the Oil Impor 1. (&iota proj;rnm. 
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!I- .?,f p y&f/ /I 
Of: the 72 oil and gas 1 enr;e!i WII i.~Il the IIureau of Land -'$3[ 

il~lria~;i~fncr~t l~ncl gr ant et1 iri tlie !Sarlta I;;ir1,ara Chnn~iel. in the F 

pc’r iud 19C,6-68 , only 11 II;~c~ pr-~~dw:il~le ~~~1.1:; a:; of .lune 14'72. 
* - ‘1 ikmi! of t.lle:jf wcrt2 in product i.ori--two 1~2a:;cs which cover 

the oitfield in which the :;pi.lls occurred and one which was 
A . offsetting a producirlg State lease. None of the 35 leases 

propo:;cd for termi.nation lie in the area where the spills 
occurred, nor have any of these leases (not all of which 
have been fully explored) resulted in producible wells. 

* 

On the basis of information supplied by the Navy and 
the Department of the Interior, we estimate that a minimum 
of $368 million would be needed to cancel these leases and 
to explore Petroleum Reserve No. 4. The Department of the 
Interior, commenting on our report, stated that this esti- 
mate was much too low, in view of the present day valuation 
being placed in the tracts by various court cases, It should 
be noted that the estimate is a minimum; it does not include 
the additional court costs required to cancel the leases, 
the awards for the loss of potential production revenue, and 
the interest costs on the investments made in lease dcvelop- 
ment. None of these costs can currently be estimated. In 
addition, revenues of about $155 million would be needed to 
cover costs of operation, development, and facilities acqui- 
sition at Petroleum Reserve No. 1 to produce the required 
oil at a reasonable rate. 

On the basis of production schedules supplied by ONPR 
engineers, we estimate that, to realize $523 million (the 
total of the above minimum estimate of $368 million and 
$155 million), about 172 million barrels of oil would have 
to be extracted from Petroleum Reserve No. 1 over a 4-year 
period. At present there are two major oil-producing gco- 
logical zones beneath Petroleum Reserve No, l--the Shallow 
and Stevens zones. The Navy production schedules indicate 
that about 67 percent of the oil would come from the Shallow 
oil zone and 33 percent from the Stevens oil zone. Such 
production would have the following effects. 

--The recoverable resources in the Shallow oil zone 
would be depleted by 36 percent. The production fa- 
cilities of this zone comprise the bulk of Petroleum 
Reserve No. l's operational readiness capability. 
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--The Navy would pass ibly violate the Unit Plan con- 
tract, which provide:; that t11c Navy and the oil CCC:,- 
pany will not product: oil from the lands included in 
the Unit Plan, except in a national defense emergerrcy 
or to cover the annual cost of operating, maintairi- 
ing, and protecting the oilfield. 

ALASKAN PIPELINE --- 

Several bills have been introduced in the Congress pro- 
posing that the Secretary of the Interior not grant any 
right-of-way or take any other action in connection with the 
construction of an Alaskan pipeline, unless first authorized 
to do so by legislation. On May 11, 1972, the Secretary uf 
the Interior stated that after careful consideration and 
study of the environmental, economic, and national security 
aspects of a proposed trans-Alaska pipeline, he had decided, 
in the national interest, to grant a right-of-way permit 
for the pipeline's construction. The pipeline, proposed by 
commercial producers, would be between the North Slope and 
Valdez. According to the Department of the Interior, how- 
ever, the permit cannot currently be granted because of in- 
junctions issued in pending litigation but it will be granted 
as soon as it is possible to do so without violating any 
court order. 

As indicated on pages 17 to 19, discussions regarding 
the construction of this proposed commercial pipeline have 
a bearing on pl.nnning methods to transport oil f-rom Petro- 
leum Keserve No. 4 to refineries. 

NATIONAL DEFENSE PETROLEUM RESERVES ---m-----e 

Legislation has been presented proposing that the United 
States acquire additional oilficlds and retain tllcm as shut- 
in reserves after developing their productive capability. 
The legislation would require that the:;e field:;, to be known 
ns National Defense Petroleum Reserves, be able to produce 
enough oil to substitute for the loss -of oil imported from 
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This legislation could increase the importance of the 
Naval Yetroleum Reserves, since it authorizes the President 
to include existing reserves as part of the proposed program 
to the extent that he deems it necessary or appropriate. 
The hill also authorizes the President to acquire lands ad- 
jacent to existing reserves and to take other measures to 
protect or increase their capacity. 

TERMINATION OF OIL IMPORT OUOTA PROGRAM 

Legislation has been presented proposing termination of 
the Oil Import Quota program, which was established by Pres- 
idential proclamation on March 10, 1959, to encourage do- 
mestic oil production, exploration, and development by re- 
stricting oil imports. Similar to that of the Naval Petro- 
leum Reserves, the objective of this program is to maintain 
the national security by providing for greater reliance on 
domestic petroleum resources. Termination of this program 
and greater use of imported oil would increase our reliance 
on petroleum reserves, such as the Navy's, to substitute for 
the loss of imports in a national emergency. 
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T11c Naval Pctrolc~lm IZr:::crvc:; 11;1ve 11ot been developccl to 
the cstcnt the Navy believes is 1lccc:;:;ary to meet estimated 
emergency oil needs. The Petroleum Reserves could not cllr- 
rcntly subvtitute for the loss of oil imports and/or over- 
seas military fuel purcllascs, and the Navy estimates it 
would take about 10 year:; to develop the Keserves to full 
capacity. The need for imported oil, howr?ver, is expcctG&d 
to incrc>ase sharply and it does not appear that the Rest,rves 
could totally substitute for projected oil imports by ttlr 
mid-1980s, even if fully developed. Petroleum Reserve N . 1, 
the only one for which an operational readiness requirentnt 
h ,TLC; been established, dots not have adequate facilities to 
produce at this prescribed rate due to lack of funds. TLAe 
ability of the other Petroleum Reserves to produce signif- 
icant quantities of oil on short notice is limited or non- 
existent. The Oil Shale Reserves are totally undeveloped, 
and the ability of these Reserves to supplement existing oil 
supplies in the near future is questionable. 

The Navy has had to produce oil from Petroleum Reserves 
Nos. 1, 2, and 3 in excess of the minimum amount considered 
necessary to maintain the oil fields in a state of readiness. 
The Navy believes that production should bc limited to the 
minimum amount needed to effectively meet its conservation 
responsibilities under the -Law. 

Excess production h;~:; I,ccn necessary, in part, to pre- 
vent drainage of oil from the Re:;erve:; by adjacent commer- 
cial oil WCllS, r~mny nf which arc on 1 (~a:,cd I:cdcral 1 and 
admi nistered by the DcpLartmcnt of thct Int~:rior. Although 
:;uch cxcf.?sr; production ha:; not- yet been nccossnry at Petro- 
1eum Re:;crve No. 4, laTld:; nrl-j accnt to the Reserve have been 
1cn:;ocl comnc-rci ally n11cl t-f~r\i I- ~~wc~.~~x:~cI~~ may for-cc the Navy 
into o1:f:;ct production. 12~1 on:;ive pr0(iucti.on of oil at Pe- 
trolcum Rrlscrvc No. 1 will. 1111 rcquirc~l j f the Congress 
passes the 3 cgislntion c1it.fr~7it.l.y bef.cjrc? it providing for the 
sale of oil from Petroleum Rc::crve No.. 1 to COVC~ the costs 



'1'11~ pr(::;mt- :;t c1t.e r)t- the Rr:;E~rvo:; nrlcl the r:~xtCn:;i.ve 
procllIct.ion 01’ oil wllich wciuld t~v required to comply with 
t-hty propo:;cd Santa 13arbarrl Chnnncl. lej;i.!;l.ation are not con- 
si:;tcnt: wi tll the intent of the lcgislatiorl establishing the 
Rc~scrvcs, Altlm~~;l~ we made no specific determination of the 
qlnntity of oil which would be required from the Reserves in 
an emergency situation, such a determination must be made to 
e::tablish objectives which specify how the Reserves can he 
best utilized for the national good. The Departments of the 
Jnterinr and the Navy need to coordinate their efforts to 
insure that the administration of petroleum resources and 
leases contiguous to the Reserves is consistent with these 
objectives. 

RECOMMENDATIONS -- 

The Secretary of the Navy, with the approval of the 
President, should 

--first determine how much oil the Naval Petroleum and 
Oil Shale Reserves should be able to produce and how 
soon it should be available to meet national defense 
needs and then 

--submit to the Congress for its consideration a plan 
for the development and conservation of the Reserves 
on the basis of such a determination, 



rlmr”r’I~:r: t3 . ..“. - - .-._ . _ -- 

The Drpnrtment of the Navy conclJrr& with our f*indinb:s 
and rc~co,nunend~ttiolls in a letter dntcd .June 29, 197'2, (See 
app. I.! 

According to the Navy: 

--ONPR has developed plans for exploring and develop- 
ing Petroleum Reserves Nos. 1 and 4 to their cur- 
rently estimated potential productive capacity but 
has been unsuccessful in obtaining funds to initiate 
its proposed programs. 

--Plans exist to more fully explore the relatively well- 
developed Petroleum Reserves JJos. 2 and 3. 

--A general master plan for the future development of 
the Naval Oil Shale Reserves was initiated in 1971. 

The Navy stated that it will consolidate and update its 
exploration and development plans for the Naval Petroleum and 
Oil Shale Reserves and, with the approval of the President, 
will submit these plans, within a reasonable period of time, 
to the Congress as a proposal for development, The Navy has 
rIoted, however, that the current Five Year Defense Plan con- 
tains no provision for implementation of such a program. 

The Department of the Interior commented on our findings 
and rccommcndations in a letter dated April 14, 1972 (see 
npp. II), and ngrced thnt a determination should be made of 
tllc extent to which the Naval Pt~trolcum Reserves should be 
cxplorcd. Jntcrior s\lggcsted, however, that exploration bc 
lirnitcd to Pctrolcum Kcscrve:; Nos. i .rrd (J and that PetrOleum 
Rescrvc No. 4 not be fully developed, :;ince Interior believes 
that standby wells would hc FI?lmOst impOSSihle to mintain in 

a contjrruous state of readiness in tllc frigid weather of 
northern Alaska, 

Interior also made various comments regarding the valid- 
ity or completcncss of some of the deCcriptive information 
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T~~t:rioo did not commcrit on the I',-let tIl;lt in :;omc) in- 
S tClllC:C~:; tttc Navy 1lti:i 11ad to proch~cc excf':;:; oil t.0 protlcct 
LOW (;ovcrnmc~nt' s interest and that ofi::cht production mj ght 
be ncccssnry in t;Ilc f~uture at I'ctroIcxm Rcscrvc IJo. 4 The 
Navy did state that, after it take:; steps to of'f'icinlly de- 
fIinc the boundaries of Petroleum Reserve No, 4, the two 
agencies will work together to resolve any potential leising 
and drainage problems. 
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We conduct rd our rcvi cw of tl~c n;nnn~.~cmcnt. of the N;~val 
. - l'~troleum and Oil Shale Re:;trvc:; at. ONPR, Wa:;hitq;ton, D.C. ; 

f'ctrolcum Ke:;crv~s No:;. 1 and 2, L~li f‘rlrnia; I'ot.rolcum Kc,- 
serve No. 3, Wyoming; and the sho1.c rc~:;crvc::; in Coloratl~ 1, 
Utah, and Wyoming. We also coritnctc(1 official.:; of the 
California State Land Office of the I\ureal~ (jf: Land Mnnn~ I'- 
mcnt; the Pacific regional office of the Conservation Divi- 
:iiOll, Geological Survey; the Western Regi on of the Emcr j 19cy 
Petroleum and Gas Atlmini.stration; t11c Washington, D ,C. , of- 
fices of the Department of the Interior, 13urcau of Land 
Management, Office of Oil and Gas, (kological. Survey; t.lic 
Office of Eknergency Preparedlless; ard the Office of Scif.rlce 
and Technology. 

We examined pertinent laws, regul.ations, and policies 
relating to the administration of tllc Nation's petroleum re- 
serves and resources. We also reviewed correspondence, con- 
sultant reports, proposed legislation, and other related 
documents. 
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P-27-09 

6-25-1.0 

7- 2-10 

6-25-12 

9- 2-12 

12-13-12 

6-79-14 

I 

4-30-15 

Event --- 

An Executive order temporarily withdrew certain 
ltirge areas of probable oil-bearing l.ands in the 
public domain in California and Wyoming from entry 
and settlement under the public land laws. 

The act of June 25, 1910 (36 Stat. 8471, the so- 
called Pickett Act, was pas:-;cd and vcstcd the 
President with discretionary power to make tempo- 
rary withdrawals of public lands, 

An Executive order issued in accordance with the 
nuthority of the Pickctt Act confirmed the action 
taken under the Executive order of September 27, 
1909. 

The Secretary of the Navy requested assistance 
of the Secretary of the Interior in securing the 
reservation for the Navy of oil-bearing public 
lands in California sufficient to insure a supply 
of 500,000,000 barrels of oil. 

An Fxecutive order set aside 30,072.71 acres of 
land in Elk Hills of Kern County, California, a:; 
Naval Petroleum Reserve No, 1. 

An Executive order created Nilval Petroleum Rescrvc 
No, 2 in the Buena Vista Hills of Kern County 
immcdiatcl y adjacent to the southern Ijoundary of 
Naval Pctrolcum Reserve No, 1. 

The Secrctnry of the Navy requested the Secretnr) 
of the Interior to nomin;lte po:::;i.ble sites in 
Wyoming for a proposed pctrolcum reserve. 

An Executive order established Naval Petroleum 
Reserve No. 3 at Teapot Dome, Wyoming. 



G-12-19 An Executive order restored 3,800 acres of Naval 
Oil Shale Reserve No. 1 to the public domain. 

2-25-20 The Mineral Leasing Act prohibited leasing of 
mineral rights in the Naval Petroleum and Oil 
Shale Reserves. 

6- 4-20 An act (41 Stat. 813) placed the Naval Petroleum 
Reserves in the possession and under the author- 
ity of the Secretary of the Navy. 

5-31-21 An Executive order transferred the administration 
of the Reserves to the Secretary of the Interior. 

2-27-23 An Executive order designated an area of 37,000 
square miles in the northern part of Alaska as 
Naval Petroleum Reserve No, 4. 

9-27-24 An Executive order established Naval Oil shale 
Reserve No. 3 in Colorado. 

3-17-27 An Executive order returned the Reserves to the 
jurisdiction of the Navy ;I:; a climax to the 
Teapot Don1r f~c~anckll. 

7- 7-58 An act (72 '~t-~lt-. 333) admitted the State of 
Alaska into t-11~ IJnion. . 



.  
a 

12-18-71 ‘1’11~ r’\l ,t:;ka Native C:lni.m:: :;etl ‘Lcmcrlt Act: (85 Stat, 
688) elltit:l.ed Natives of Alaska to claim certain 
l;lnds in Alaskn, including surface ri.ghts but 
excluding the mineral rigllts to some: i and in 
Naval I)ctroleum Reserve No. 4. 
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1 an cnclosinE: the Nwy reply to the rqort. 
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APPENDIX I 

(c) The Oil Shale Reserves are totally undcvclopcd 
and cannot he of value as a standby source of 
oil for cmcrgancy use until a com!mzrcially fea- 
sible method of extrnctirq oil from oil shale 
is dcvelopcd. (See.pp. 33-34). 

2. Legislation currently under consideration by the Con- 
grcss could directly affect the mission and usefulnclss 
of the Naval Petroleum Reserves. (See pp. 35-39). 

B. RECXXW~ENDt?TTOMS OR SUGGESTIONS -- --- 

GAO recommends that the Secretary of the Navy, with the 
approval of the President: 

1. 

2. 

Determine the extent to which the Naval Petrnlcum and 
Oil Shale Rcscrves should bd dcvc~loped and COII::~.I.~*C:~ 
to meet national defense needs, and 

Slrhm: t G -.- . ..- - tc the Ccngr~,sc for its ccnsideration a ~121;: 
for dcvc:lopmr?nt of the Reserves on the basis of such 
dctermindt:ic)ns. 

C. SUWli\RY OF DEPAFvl’>1~:NT Oi-' THI: NAVY WXI'J'IcXJ -. --_ _-II -I__ ---- ---I _-.._ __ _-- -.-.- I_.---.--. --__ _ 

The Ikpartmcnt of tile Navy concurs with all G.W findings 
and rccornmcznclat- ion:; . 

D. STA?'C~JI~:Z!T ---- 



. 



APPENDIX II 

APR 14 1972 

“‘i L’ Ikq~artm~:nC of the Interior has reviewed wit.h inl;ercst. the GAO draft 
I'f?[JOI't, w,i,ii.Lcd, “Capability of the Naval. Pet rolplml rt~!d ‘.>.il ,;htic Heserver, 

to F-‘eet. ESmer~~enl.y Oil .Nccds, Ikpartment. of t.he Naq, IJt:pari.mf?nt. of the 
tr,t+erior , lanuary 1372.” The officials involved irl t.hrx sul~,jc~~ 1, mat.tlriaL 
reviewed t.he draft and offer l.lie 1’01 lowing comment,:: on the makrial 
prcscrked : 

r-1 misl.eadinr; impression has been given in the report for Naval Petroleum 
iicscrvr No. 4’s producing ability an it. has proven oil reserves ot‘ only 
about l.(KJ m i 11 j on barre1.s. ‘The potential rescrvcs estimate credited to 
~k~ologicnl Survry f’ignrefi (10 to 33 b-ill iou barrels) is completely 
speculative in rlnture. This fact has not, been reported and these potential 
rCservt> Eigjrcxs are used as thouc{h they wet-~ adeq1lat.e f’or t,hc firI!, :,onr~l u- 
siotls and rcYrSommentfntionn rfached jn the report. rhc I.&l 1’ on pa,<c 12 
is an example of the misleading USA of t.he 70 t.0 3.7 bi 11 ion barrel pot.enl. i al 
I escrveri f‘i(Turcs. III t,hj s table, the maximum dc 1 iverabJe rate f’or all 
Ikval k’et.rol fun Iieservcas is (:iven as 3,2&),5]10 tv~rrcls per day Irut 3 
million of this is based on the highly sprculat,.ivo, but. not yet proven, 
potential from MPH-l+. Thrrej’ore, the maximum 11~1 iverable rate is 
L‘8O,‘j1+0 barrels per day. 



\VV Rgrr?e wiitl t.llc rccommendstion thal. a determination be made of the 
caxt.ent i.h:tf t,llc llrtval Petrol ewn Rcscrves shoultl be explored. However, 
WC ::ug~yst r~~pj~or:~t ion in NH’s No. 1. and No. 4 only. For rrm-1, thl.s 
would involvt: tc:;tjng to dept.hs of nhout 17,5W feet to determine if 
other oil rescrvcGrs Lie helaw the known accllmulations. Hefzrvoirs in 
c1w-ycr eoncs are known to exist in nearby fields. E’or NPR-4, this wiU 
require Cornell otion of a geologlca.l., geophpicu.1 rind test driUlng 
progr<un of the promising structures of the region. However, we do not 
bt,l ievca that. f’ull dcyvelopment of any newly discovered oil fields in 
Ni’H-lr should brt m~cle since standby we1 1.s will be almost. impossible to 
mRint.nln In a contjnuous stal,e of readiness in the frigid weather of 
nori,hcrn ALnskn. 

Finally, Appendix 1’1 should be revised to reflect the recent reorgnni- 
cation which combjncs the Oil Import Administration and the Office of 
Oil rind Gas. 

WC n!~l~rccirt.t.r? i:he opporl,unit,y to have revic:wPd the material in draf’k 
nrld ronur~~~nt on ite !‘actunl.ity. 

Sincerely yours, 

.5 (I 



* APPENDIX IJX 

RECENT PRINCIPAL, Ok’FTCIALS RESPONSIRLE 

FOR THE ADMIEJ ISTRATION OF ACTIVI'I'IE:; 

DISCUSSED IN THIS REPORT 

Tenure of off&e 
From To - 

DEPARTMENT OF DEFENSE 

SECRETARY OF DEFENSE: 
Melvin R. Laird 

ASSISTANT SECRETARY OF DEFENSE 

Jan. 1969 Present 

(COMPTROLLER): 
Robert C. Moot Aug. 1968 

ASSISTANT SECRETARY OF DEFENSE 
(INSTALLATIONS AND LOGISTICS): 

Barry J. Shillito Feb. 1969 

DEPARTMENT OF THE NAVY 

SECRETARY OF THE NAVY: 
John W. Warner (acting) 
John I-I. Chafee 

Apr. 1972 Present 
Jan. 1969 Apr. 1972 

ASSISTANT SECRETARY OF THE NAVY 
(FINANCIAL MANAGEMENT): 

Robert D. Nesen May 1972 
Frank P. Sanders June 1971 

Present 
Apr. 1972 

ASSISTANT SECRETARY OF THE NAVY 
(INSTALLATIONS AND LOGISTICS): 

Charles L. 111 July 1971 
Frank P. Sanders Feb. 1969 

Present 
June 1971 

Present 

Present 

57 



nmmander .Joseph 1'. 
Trunz, Jr. 

Captain Emory C. STIIitlI 
<July 1972 
June 1969 

LlEPARTMENT OF' THE INTERIOR _M--".---.- _C_CT_-_.. ---- 

SECRETARY OF TIIE INTERIOR: 
Rogers C. B. Morton 

ASSISTANT SECRETARY OF THE INTE- 
RIOR (PUBLIC LAND MANAGEMENT): 

IIarrison Lclcsch 

ASSISTANT SECRETARY' OF THE INTE- 
RIOR (MINER/d> RESOURCES): 

Hollis M. Dole 

DIRECTOR, BUREAU OF LAND MANAGE- 
MENT: 

Burton W. Silcock 

DIRECTOR, OFFICE OF O?L AND GAS: 
Gene P. Morrell 

DIRECTOR, GEOLOGTCAL SURVEY: 
Vincent E, McKcXvcy 

Jan. 1971 Present 

Apr. 1969 Present 

Mar. 1969 Present 

July 1971. 

Oct. 1971 

Dec. 1971 

Present 

Present 

Present 

Prc!;crlt 

June 1472 
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Copies of this report are available frnrn the 
U. S. General Accounting Office, Iloom 6417. 
441 G Street, N W., Washington, D.C., 20548. 

Copies are provided without charge to Mem- 
bers of Congress, congressional commIttee 
staff members, Government officials, mcmbcrs 
of the press, college libraries, faculty mcm- 
hers and students. The price to the gencral 
public is $1 .OO a copy. Orders should be ac- 
companied by cash or check. 




