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CAN WE GET MORE SPR 
PROTECTION EARLIER? 



TEMPORARY STORAGE IS A 
POSSIBLE MEANS OF ACHIEVING 
MORE PROTECTION IN EARLY 

1978 



TEMPORARY STORAGE 

Feasibility 
It may be possible to store: 

• 20-25 MMB in existing aboveground facilities on 
a lease basis 
—Tank storage for up to 20 MMB has been 
identified in Europe (Rotterdam), and about 
5 MMB should be available in the U.S. and 
Caribbean. 

• 20-30 MMB in excess tanker capacity 
—Would require approximately 20 to 30 VLCCs 
and ULCCs 

—Approximately 387 idle ships equivalent to 
about 264 MMB of capacity exist in the 
industry 

—An additional 580 MMB of excess capacity exist in 
the industry because of slow steaming, extended 
turnaround time, and a reduction in freeboard 
capability 

—Nesting areas have been geographically 
identified, but additional analysis is required 
to determine exact locations. Sites in the 
Caribbean and North Atlantic have been tenta
tively deemed suitable for "nesting" vessels. 

Indications are that storage of 50 MMB might be obtained 
within 6 months. 
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Limitations 
Tank_Storag_e 

• Could reduce available tank capacity for use by 
industry 

• Even if a relatively small quantity of tanks 
is required, some impact on market-prices is 
expected -̂ . 

• Overseas location of storage facilities may 
introduce security risks 

Tankers_ 
• Time required for reactivation of idle vessels is 

unknown. Could range from 2 - 8 weeks depending 
on condition of vessels. 

• Would increase environmental risks of accidental 
spills. Also, environmental impact of hydrocarbon 
emissions may require additional evaluation. 

• Market impacts are difficult to predict, but could 
be significant. 

• • Concept of "nesting" may pose safety and security 
problems. Alternative of anchoring vessels 
requires a detailed site selection process. 

Oil̂  Procurement 
• Likely to require special Determination and 

Finding to permit negotiation for oil purchases. 



Costs 
Temporary storage costs for 50 MMB may be possible at 
less than $.10/BBL/month. 

• Estimated price for leased tank storage in 
Europe is 8 - 8.5 cents per barrel per month. 

• Charter rates for foreign flag VLCCs and ULCCs 
range from 7 to 10 cents per barrel per month, 
depending on the size of the vessel. U.S. flag 
ships will be more expensive. 

Based on these prices: 
• Total cost of storing 20 MMB in tanks and 30 MMB 

in tankers for one year would be $44 to $60 million. 
—If oil prices are increased by 5 percent in the 
latter part of 1978 early purchase of 50 MMB 
could largely offset temporary storage costs. 
•• Temporary storage costs in CY 1978 are 

estimated to be $45 million. Cost saving 
on early purchase of oil is estimated to 
be $37.5 million. 

• Net cost could be as low as $7.5 million. 
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FUNDING AVAILABILITY 
250 MILLION BARRELS 

^ i 

250 MMB 
Original 
SPRO 

Estimate 
$ MM 

Temporary 
Storage of 
50 MMB 
$ MM 

Actual Budget 
Appropriation 

$ MM 
Facilities 
Construction $ 767 $ 767 $ 765.3 
Oil Acquisition 3,556.7 3,587 3,143* 
Other 35.1 35.1 35.1 

TOTAL $4,358.8 $4,389.1 $3,943.4 

* $3,143 million in oil funds ($440 million, FY77, $2,324 million, 
FY78, $379 million supplemental) would buy only 222 MMB assuming 
enactment of the wellhead tax or 233 MMB without wellhead tax. 

Additional funding for oil will be required in FY78 to purchase 
250 MMB of oil with or without temporary storage. 



Benefits 
e May provide the opportunity to acquire larger 

quantities of oil at lower prices. 
• Would provide greater protection at an earlier 

time, in the event a supply interruption occurs. 
• Would facilitate implementation of higher fill 

rates projected for late 1978 and 1979 
• Would tend to even out oil procurement and avoid 

potential market impacts of large buys. 
• Projected increases in world oil prices of 5 to 

10 percent would partially offset estimated interim 
storage costs. 



Potential Problem Areas 
• Political - may give undesirable signals regarding 

U.S. expectations on Middle East situation. 
• Will require Congressional approval for additional 

funding to meet 250 MMB target. 
• May be questions of whether the SPR Plan should 

be amended to specify alternative storage 
configuration. 

Approach to Minimize these Problems 
• Present temporary storage as an operational 

action to: 
—increase flexibility in fill of permanent storage; 
—even out oil purchases; 
■—help stay on our oil acquisition schedule. 

• Do not exceed 250 MMB by end of 1978, to stay within 
SPR Plan. 

■> Avoid paying high rates for storage or significantly 
increasing tanker rates. 



Conclusion 
• It is feasible to proceed to implement up to 50 MMB 

of temporary storage if: 
—Facilities can be acquired for approximately 
$.10/BBL/month; and 

—Program can be executed with minimum market 
disruptions. 

• OMB and Congress must be advised on funding and 
other implications of temporary storage. 



OTHER EXPEDITING ACTIONS REQUIRED 

To meet 250 MMB target by end of 1978, even with temporary 
storage, we must overcome key problems: 
Program Personnel 

• We have over 100 vacancies in SPRO within assigned 
ceiling of 225. Most personnel actions have been 
taking 3 or 4 months or longer. 

• Major facility development and operations func
tions have only one staff member on board. 

• Must expedite processing of personnel actions to 
get positions filled by end of January. 

Procurement 
• Inadequate resources available to process pro

curements on an expedited basis. 
• There are 107 procurement requests presently being 

processed. Expect another 422 procurement actions 
this fiscal year. 

• Our construction schedule assumes only 45 to 60 
days to process most procurement actions. This is 
much shorter than normal processing time of 120 to 
150 days. 

• Three areas of procurement are particularly urgent: 
— St. James docks and terminal 
— Conversion of Weeks Island Mine 

Service agreement with Sun Terminal 
Waivers may be required. 

Construction Project Management 
• Magnitude of SPR construction effort requires 

field project management. 
• Need a Project Management Office in the 

Louisiana-Texas area with contracting authority. 
• Considering assigning responsibility to Oak 

Ridge Operations Office for project management 
in interim period while field office is 
established, to minimize delays in SPR 
development schedule. 



SPR PROCUREMENT REQUIREMENTS 
FISCAL YEAR 

FY 1978 TOTALS 
TYPE NUMBER E U M 1 U I N MILLIQNS1 

IFB 303 $ 745 
RFP 32 245 
MODS 112 32 
UNDEFINED 14 31 

TOTALS 466 $1,05^ 

<w 



SUMMARY OF PROJECTED PROCUREMENTS 
FIRST QUARTER - FY 1978 

HEE NUMBER FUNDING (IN 1W1IQHS1 
IFB 93 $400 
RFP 1 3 
MODS 111 31 
TOTALS 200 $ 434 

NOT INCLUDED - INTERAGENCY AGREEMENTS, I.E.. OIL AND LAND ACQUISTION 

/ j 
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PROCUREMENT ACTIONS CONSUMMATED FROM BEGINNING OF PROGRAM TO DATE 

NUMBER FUNDS OBLIGATED 
161 $116 MILLION 

— INCLUDES; 46 MODIFICATIONS 
12 LETTER CONTRACTS 

PROCUREMENT ACTIONS IN 'PROGRESS 

FUNDS OBLIGATED 
107 $180 MILLION 

— INCLUDES: 32 MODIFICATIONS 
44 PR'S INITIATED SINCE OCTOBER 1. 1977 



ROUTINE PROCUREMENTS 

Procurements PR's in PR's for PR's 
to Progress 1st Quarter for 
Date (most needed FY 78 FY 78 

in 45-60 days) 

161 107 200 466 

#Contracti/ 
Personnel 10 10(19) 10(33) 10(10) 

Production 
Per contract 
Personnel 1-2 5-7(3) 7(3) 3(3) 

1/ ( ) denotes temporary augmentation if average 
production is 3 contracts/man-month. 



POTENTIAL FOR ACCELERATING 
SPR DEVELOPMENT BEYOND 

1978 



POSSIBLE 
SPR SITE CONFIGURATIONS 

FOR THE 
ONE BILLION BARREL RESERVE 

(Existing/newly leached capacity in millions of barrels) 
Accelerated 

Acquired Sites 
Bayou Choctaw, La. 

1983 Target Date 
74/50, "iV 4 

1980 Target Date 
74/20 

West Hackberry, La. 53/150 53/90 
Bryan Mound, Tx. 63/100 63/60 
Weeks Island, La. 89/90 89/55 

Candidate Sites 
Sulphur Mines, La. 24/— 24/— 
Cote Blanche, La. 27/— 27/— 
Wabana Mine, Canada 80/— 80/— 
Chacahoula, La. —/200 —/120 
Napoleonville, La. --/-- —/70 (110) 
Big Hill, La. 

t 
—/60 (100) 

Vinton, La. - - / ~ —/35 (50) 
Black Bayou, La. - / - —/80 (150) 

TOTAL 410/590 410/590 
1,000 1,000 

FACILITIES COST TOTAL $1.7 Billion $2.3 Billion 



LIMITATIONS AND REQUIREMENTS 

ACCELERATED DEVELOPMENT OF THE BILLION BARREL SPR 

Accelerated Leaching 
— New cavern design includes three wells per cavern. 

10 MMB cavern development in two years. 
Environmental Considerations 
— Can utilize only those sites now in EIS Process. 
— Brine disposal in Gulf for cavern development 

limited by EIS's to Bryan Mound or any site in sea 
way «ea. West Hackberry, Weeks Island, Chacahoula, 
Big Hill and Black Bayou. .<.**.„ v^n* 

— All other cavern development limited to brine 
disposal thru injection wells. 

Drill Rig Availability 
— Maximum acceleration requires drilling of 150-160 

additional entry and disposal wells in I*™-
— Equates to roughly 30 full-time rigs in mid-1978 

(in addition to 10 currently needed). 
Tanker Facilities for Fill 
~ Additional docks and tanks needed at Nederland, 

Texas (average 380 MB/D during 1979 and 1980). 

Treaty 
— Development of Wabana will require U.S. - Canadian 

Treaty. 
Long Lead Time Equipment 
— Requires 10-18 months for purchase of pumps and 

electrical equipment. 
Oil Procurement 
— Sustained 1 MMB per day SPR fill rate could 

strain world markets. 



LIMITATIONS & REQUIREMENTS ACCELERATED 
DEVELOPMENT OF THE BILLION BARREL SPR (continued) 

• DOE Design-Construction Management 
— Additional SPRO staff required immediately (roughly 

100 in addition to 99 now needed). 
— Experience and expertise necessary. 
— Expedited DOE procurement processing and personnel 

hiring. 
• Construction Project Management 

— Need to rely on other organizations for construction 
project management, including possible use of DOE 
Operation Offices, Corps of Engineers, Naval 
Facilities Engineering Command. 
Make use of turn-key construction contractors and 
general construction contractors to help manage 
construction. 

• Program Decision 
— Funding request needed immediately 



ADVERSE IMPACTS OF 
ACCELERATED PROGRAM 

• Ten out of twelve sites in Southern Louisiana; environ
mental concerns over protection of GujLf Coast wet 
lands. _ \ 

ig?r - *-

• Unprecedented amount of Gulf brine disposal (5 billion 
barrels/day) may create public opposition to entire 
program in the Gulf Coast. 

• Heavy tanker traffic increases probability of major 
accidents. 

• Sustained SPR oil procurements could help to support 
world oil price increases. 

• SPR oil procurement will increase U.S. oil imports by 
15% — balance of payments deficit by $5 billion per 
year. 

• DOE will have to bid drill rigs and crews away from oil 
and gas exploration in U.S. 

• Facility costs for second 500 MMB at least 100% more 
expensive. 

Four additional sites. v 

— Site sizes not most economical. 
— Expedited development more costly. 

• Dilutes program effort on current plan — could jeopardize 
first 500 MMB goal. 

• Likely to require use of Defense Production Act for 
acquisition of long lead equipment. 



REALISTIC 1980 ACCELERATION GOAL 

• Accelerate normal program actions required to 
achieve 1 billion barrels 

• Begin actions in 1978 that are now planned for 1979, 
including 

Site selection 
— Land acquisition 
— Long lead time item procurement 
— Design/initial construction 

• FY 78 Supplemental request of $260 million required, 
plus remaining $700 million funds in FY 79. 

• 1 Billion SPR by 1982 
• 575 - 600 MMB by end of 1980 


