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This is the seventh in a series of status reports

requested by members of the Senate Committee on Energy and
Natural Resources and the House Committee on Energy and
Commerce on the administration's activities to implement
title VIII of the Energy Security Act. (See enc. II for the
July 23, 1980, letter requesting these reviews.) Title VIII
requires the President to fill the Strategic Petroleum Reserve
‘ (SPR) at an average rate of at least 100,000 barrels per day
v for fiscal year 1981 and each succeeding fiscal year.

ADA106923

Our most recent report on the status of SPR fill i
activities (EMD-81-107, June 19, 1981) noted that, since
passage of the Energy Security Act, the Government had issued
) contracts for about 81 million barrels of oil to be delivered
2 to the SPR during fiscal year 1981. This is egquivalent to an
average fill rate of about 222,000 barrels per day for the , -
: entire fiscal year. . L R
d J /\_:’/ /r i
Our June 1981 report also noted that about 32 million of
the Department of Energy's (DOE's) 251-million-barrel Phase I
capacity was not available to receive o0il. The 32 million
barrels of capacity consisted of an 8-million-barrel storage
cavern involved in the September 1978 fire at West Hackberry
and the 24-million-barrel Sulphur Mines facility. DOE
expected to have the West Hackberry cavern available during
July 1981. At Sulphur Mines, DOE planned to have about 5.6
million barrels of capacity available during July, and 19.0 ?
million barrels available during August 1981. [ 3
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1 This report discusses the status of SPR storage facilities
1 and the Government's activities to contract for SPR oil as of
July 10, 1981. It is based on our review of DOE and Defense
Fuel Supply Center (DFSC) SPR program documents, and of publi-
cations and studies related to the program. We also inter-
viewed officials in DOE and DFSC. We did not verify the
available capacity of SPR storage facilities nor the volume
of 0il received by DOE. ,
AN

Between our June status report and July 10, 1981, two

major events have occurred:

-~The Government awarded contracts for an additional
14.2 million barrels of 0il to be delivered to the SPR
during July and August 1981. On June 26, 1981, DFSC,
which is DOE's o0il purchasing agent for the SPR, com-
pleted evaluating 19 offers to sell about 83 million
barrels of o0il to the SPR and awarded contracts for
about 9 million barrels of oil. About 2 weeks later,
on July 10, 1981, DFSC completed evaluating 14 offers
which had been received or reinstated by oil companies
since June 26, 1981, and awarded contracts for about
5.2 million barrels of oil. These latest contracts
bring total oil acquired for the SPR for fiscal year
1981 to about 94.9 million barrels. This is equivalent

R A et A2

to an average rate of about 260,000 barrels per day for
the entire fiscal year. So far this fiscal year, DOE
has received oil at an average rate of about 249,000
barrels per day. (See enc. I.)

--DOE has completed testing and final preparation of the
8-million~barrel West Hackberry cavern and the 5.6-
4 million-barrel Sulphur Mines cavern scheduled to come
; on-line during July 1981. According to DOE officials,
as of July 10, 1981, both caverns were ready to receive
0il. DOE's completion of work on these two caverns
brings total available SPR storage capacity to about
232 million barrels. (See enc. I.)

Enclosure I also provides additional details on the
volume of 0il received by SPR facilities and DOE's schedule
for bringing additional storage capacity on-line. According
to DOE, as of June 30, 1981, SPR facilities had received about
163 million barrels of oil. During June 1981, DOE received
about 12.9 million of the 163 million barrels, which is
equivalent to an average fill rate for the month of about
433,000 barrels per day.
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Based on DFSC's June 26, 1981, and July 10, 19381,
contracts, an average of aoout 444,000 and 357,000 barrels
per day should be delivered to SPR facilities during July and
August 1981, respectively. DFSC officials stated that tney
contracted for a smaller volume of oil than was offered for
delivery during these 2 months because they believe crude oil
prices will be the same or will drop by the date of the next
awards. DFSC expects to make additional awards for August and
September deliveries on July 21, 1981.

Concerning the status of the remaining 19.0 million
barrels of Phase I storage capacity at Sulpnur Mines wnich is
not now availaole to receive oil, DUE continues to project
that this capacity will become available during August and
September 1981.

In regard to funding for the SPR, on June 5, 1981, the
President signed the Supplemental Appropriations and Rescission
Act of 1981 (P.L. 97-12) which provides an additional $1.3
billion for the SPR. Assuming a price of about $35 per barrel
DOE could use the supplemental appropriations to purchase
about 37.1 million barrels of oil. This is about 102,000
barrels per day if delivered over a l-year period.

According to a DOE official, DOE intends to use the $1.3
billion fiscal year 1981 supplemental appropriation to purchase ]
additional oil through spot and long-term contracts. 1/ DOE |
will continue its spot market purchases under the January 138l |
open continuous solicitation as long as spot market prices
compare favorably with orices being offered for long-term con-
tracts. However, the Government is also planning to issue a
solicitation for long-term purchases of oil to be delivered
during fiscal year 1982. A DOE official stated that he expects
the Government's long-term solicitation will be. issued by
September 1, 1981.

The Government could use either spot market purchases of
0il to be delivered after October 1, 1982, long-term advance
purchases of oil for fiscal year 19382 deliveries, or a comoina-
tion of both to meet the Energy Security Act's fiscal year 198:2
minimum 100,000-barrel-per-day supply requirement.

- t

1l/Spot market purchases generally involve buying specific :
cargoes of o0il to be delivered within 6 months of the ‘
contracts' award dates. Long-term purchases generally
involve contracts for delivery over a period of 6 months
or more after contracts are signed. }
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In order to meet the requested report time frames, we did
not obtain official agency comments. As requested by your
office, we are sending copies of this letter to the Ranking
Minority Members of the Senate Committee on Energy and Natural
Resources and the House Committee on Energy and Commerce.
Unless you publicly announce its contents earlier, we plan no
further distribution of this report until 10 days after its
date of issuance. At that time we will send copies to the
Department of Energy and other interested parties and make
copies available to others upon request.

. Dexter Peach
Director

Enclosures - 2
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HENRY M. JACKSON, ‘VASM., THAIRMAN

FRANK CHURCH, IDAMD MARK G. MATFIELD, ORRG.

. BEIMNETY JOMNSTON, LA, JAMES A. MC CLURE, IDAND

OALE BUMPERS, AAK. LOWELL P. WEICKER, JR., CONN.

Jown A pummmr o T revens, asana .

AT TR, 0 YO et Sk Alnited Diates Denate

JOMN MELCHER, MONT.

PAUL B, TSONGAS, MASS. COMMITTEE ON

SILL BRADLEY, N, ENERGY AND NATURAL RESOURCES
OANIEL A, DREYFUS, STAFP DIRECTOR WASHINGTON, D.C. 20510

O. MICHALL HARVEY, CHIECF COUNSEL
STEVEN 3. MICKOK, STAFF DIRECTOR FOR THE MINORITY

July 23, 1980

E Honorable Elmer B. Staats

Comptroller General of the United States
GENERAL ACCOUNTING OFFICE

441 G Street, N.W.

Washington, D. C. 20548

Dear Mr. Staats:

On June 30, 1980 the President signed the Energy Security
Act (Public Law 96-294). Title VIII of this Act is intended
to provide for a resumption of purchases by the United States
government of crude oil for the Strategic Petroleum Reserve
authorized in 1975 by the Energy Policy and Conservation Act.
Purchases of oil for this purpose have been suspended for well
over a year, despite the fact that the present level of the
SPR 1is clearly inadequate insurance against any contemplated
interruption in petroleum imports.

. The Congress attaches a high priority to tlre timely
implementation of the provisions of title VIII. Both the
language of the Act and the accompanying joint statement of
managers are very emphatic on this matter. Accordingly, we
are asking that you assist Congress in monitoring implementa-
tion of this title by the Executive Branch.

In particular we request that the General Accounting
Office report by letter on a monthly basis to the Senate
Committee on Energy and Natural Resources and the House Committee
on Interstate and Foreign Commerce describing the activities
taken by the Executive Branch under the provisions of title VIII
of the Energy Security Act. This report should include GAO's
evaluation of these activities in relation to the clear intent
of Congress, expressed in the Act, to resume as soon as possible
the filling of the SPR. These monthly reports should continue
through October, 198l1. We are further requesting that GAO
provide Congress by January 1, 1982 with a comprehensive report
on activities of the Executive Branch under title VIII for the
period July, 1980 through October, 1981.
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Please let us know if the Senate Committee on Energy and
Natural Resources or the House Committee on Interstate and
Foreign Commerce can be of assistance in carrying out this
request.

&o é Pty
ﬁo. Stagqer
MEMBER OF CONGRESS

: QL“/“L/

Sincerely yours,

John D. Dingell ! Herfy MU/ Jackson
MEMBER OF CONGRESS U. S. SENATOR

Gruse 5%“" R trct Jort

James T. Br Wendell H. Ford
MEMBER OF CONGRESS U. S. SENATOR

-

Bill Bradley
U. S. SENATOR

D

Mark O. Hatfield

U. §. SENATOR
~

Lowell P. Weicker,
U. S. SENATOR
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