DEPARTMENT OF ENERGY
FY 2002 CONGRESSIONAL BUDGET REQUEST
NAVAL PETROLEUM AND OIL SHALE RESERVES

Proposed Appropriation Language

For expenses necessary to carry out engineering studies to determine the cost of development, the predicted rate and quantity of
petroleum recovery, the methodol ogy, and the equipment specifications for devel opment of Shannon Formation at Naval Petroleum Reserve
Numbered 3 (NPR-3), utilizing a below-the-reservoir production method, [$1,600,000] $17,371,000, to remain available until expended:
Provided, That the requirements of 10 U.S.C. 7430(b)(2)(B) shall not apply to fiscal year [2001] 2002 and any fiscal year thereafter:

Provided further, That, notwithstanding any other provision of law, unobligated funds remaining from prior years shall be available for al
naval petroleum and oil shale reserve activities. (Department of the Interior and Related Agencies Appropriations Act, 2001.)



DEPARTMENT OF ENERGY
FY 2001 CONGRESSIONAL BUDGET REQUEST
NAVAL PETROLEUM AND OIL SHALE RESERVES
(Tabular dollarsin thousands, narrative in whole dollars)

Program Misson

In accordance with the Nava Petroleum Reserves Production Act of 1976, the Nava Petroleum and Oil Shale Reserves (NPOSR) has
historically managed, operated, maintained and produced the reserves to achieve the greatest value and benefit to the Government. From FY
1976 through FY 2000, NPOSR activities generated a net income of $21 billion for the U.S. Treasury. In addition, another $3.65 billion in
gross receipts was generated from the sale of NPR-1 (or Elk Hills), amgor Departmentd initiative with far-reaching consequences to NPOSR,
which was accomplished during FY 1998 as mandated by the National Defense Authorization Act for FY 1996.

In addition to the divestment, the Nationd Defense Authorization Act for FY 1996 aso directed that the Government findize its EIk Hills equity
interests with Chevron USA, co-owner of Elk Hills. In May 1997, the Department of Energy (DOE) and Chevron agreed to “decouple’ the
final equity determination from the actud sale so that the Department could offer uncontested title to the United States share of Elk Hillsin the
divedtiture. So, dthough the sale was accomplished on February 5, 1998, fina equity determination remains an ongoing programmetic activity.
The Assgtant Secretary for Fossl Energy is empowered to determine find equity shares, which will be based on exhaudtive andyses by DOE,
Chevron, and an independent petroleum engineering firm retained by the Assstant Secretary. It is an extremely complex anaytica process
worth hundreds of millions of dollars. Consequently, the processis dow, technically exacting, and contentious.

The Nationa Defense Authorization Act for FY 1996 also directed the Department to conduct a study of the remaining properties (the three
Nava Oil Shale Reserves, NPR-2, and NPR-3) to determine which of four options, or combination of options, would maximize their value to
the United States. Asaresult of the subsequent study, and pursuant to recommendations by the Department, Congress included language in the
National Defense Authorization Act for FY 1998 directing that adminigtrative jurisdiction over Nava Oil Shae Reserves Numbered 1 and 3
(NOSR-1 and NOSR-3) be transferred to the Department of the Interior, and that those properties would then be made available for leasing.
NOSR-1 and the undevel oped portions of NOSR-3 were transferred upon enactment. The developed portions of NOSR-3 were transferred to
the Department of the Interior effective May 1, 1999, coinciding with the Department of the Interior’sleasing of those lands. Long term
interagency agreements with the Department of the Interior were concluded that require future maintenance and oversight.

On January 14, 2000, the Department announced that DOE would return the 84,000 acres comprising the Navd Oil Shale Reserve No. 2
(NOSR-2) property to the Northern Ute tribe, upon Congressiond approva. NOSR-2 is an undevel oped property located in Uintah County,



Utah. The announcement was in response to arequest from the tribe for a greater role in the management of the property. The Ute Indian Tribe
owned approximately 40 percent of the surface rights, with the Government owning the remaining 60 percent, and 100 percent of the minera
rights. Legidation was introduced to effect the transfer and, on October 30, 2000, the Floyd D. Spence National Defense Authorization Act for
Fiscd Year 2001, which included the transfer language, was signed into law. The U.S. retains a 9% roydty interest in the vaue of any ail, gas,
other hydrocarbons, and other minerds produced from the conveyed land, which will be gpplied to costs for remediation of the uranium mill
tallings Ste near Moab, Utah. The Tribe will be responsible for protection of the Green River, which flows through the property, and sensitive
resources on the land.

Two properties remain under the jurisdiction of the NPOSR program. NPR-2, located in Kern County, Cdifornia, isaproducing oil field from
which NPOSR collects lease royaties of about $1.5 million to $2.5 million annudly, depending upon levels of production and the price of ail.
NPR-3, located in Natrona County, Wyoming, is a producing stripper oil field operated directly by DOE. It is estimated that NPR-3 will
produce 550 barrels of oil per day and 1,500 gallons of natural gas liquids per day during FY 2002, generating gross revenues of about $5.0
million.

Although significantly reduced since the sde of Elk Hills, this program continues to be responsible for routine operation and maintenance of
NPR-3, management of the Rocky Mountain Qilfield Testing Center, which is co-located with NPR-3, lease management at NPR-2, and
environmental and conservation work for each of these remaining assets. NPOSR is dso continuing environmental and cultura resource
assessment and remediation work at Elk Hills that was a condition of the sde.

Except for new authority of $1.6 million for engineering studies for a subterranean oil production facility, new appropriations were not required
for ether FY 2000 or FY 2001 because the sde of Elk Hills enabled NPOSR to deobligate alarge amount of funds from the management and
operating contract to use for ongoing programmetic needs. The remaining unobligated balance will be used to supplement program
requirements for FY 2002 through the use of $5 million in prior year funds.

The FY 2002 budget request is necessary to cover requirements for the two remaining NPOSR properties and for completing the closeout work
associated with the sdle of Elk Hills. The closeout work includes reservoir engineering analysis to determine find equity percentages of Elk

Hills, legd support for dl sde-related issues, environmenta remediation; and cultura resource activities. Responghilities for the other properties
include management and environmental compliance of NPR-2 |eases, operation and maintenance of NPR-3; and oversight of the Rocky
Mountain Qilfield Testing Center asit tranditions toward privetization.

In addition to generating revenue through the sale of NPR-3 products, the program oversees 17 NPR-2 leases. AsSNPR-2snew leaseholders
follow through with planned new devel opment, royaty revenues from those leases will increase for the Government. Completion of an
environmental assessment, to begin in FY 2001 as aresult of the new development, is also anticipated. Assuming increased production from the



lessees and favorable product prices, royaty receipts for FY 2001 are expected to be about $2.1 million. Approximately $1.8 million is
anticipated for FY 2002.

For the five years preceding the $3.65 hillion divestment of Elk Hillsin FY 1998, NPOSR generated an average net cash flow to the
Government of more than $200 million annudly. By contrast, total program revenues during FY 2001 are etimated to be $7.8 million and, in
FY 2002, $6.8 million.

Performance Measures

The success of NPOSR will be measured by the following performance measures during FY 2002:

#

#

NPR-3 production operations. Maintain a positive net cash flow.

NPR-3 production: Profitably produce 219,000 barrels of oil and related hydrocarbons from approximately 480 wells while reducing
operating costs by 10 percent.

NPR-3 environmentad remediation: Bring margindly productive or shut-in welsinto compliance with Wyoming State regulations and
perform related reclamation activities at afunding level of $1.2 million.

RMOTC: Provide asmooth transition of on-going projectsto a privatized RMOTC.

NPR-2 Management: Assist owners and operators in NPR-2 to maintain or increase production, streamline administration and realize
roydties of $1.8 million.

NPR-2 Environmenta Management: Complete an environmental assessment.

NPR-1 Environmental Remediation: Work with the Cdifornia Department of Toxic Substance Control and Occidenta to close out
responsibilities for active Sites and Sites previoudy closed by other regulatory agencies.



DEPARTMENT OF ENERGY
FY 2002 CONGRESSIONAL BUDGET REQUEST
NAVAL PETROLEUM AND OIL SHALE RESERVES
(Ddllars in thousands)

Program Funding Profile
Program Change

Reguest vs. Compar able
FY 2000 FY 2001 FY 2002
Activity Comparable Comparable Request Dollar Per cent
Naval Petroleum ReservesNos. 1 & 2
Equity Finalization $ 2500 $ 1,600 $ 2,000 400 25%
NPR-1 Closeout Activities 3,300 2,135 1,300 -835 -39%
Environmental Remediation
& Cultura Resource Assessment 800 806 1294 [’ Te V; 62%
NPR-2 Management 300 300 550 250 83%
Subtotal $ 6900 $ 4,835 $ 5,144 309 6%
Naval Petroleum Reserve No. 3
NPR-3 Production Operations 3,140 2,500 2,535 35 1%
Environmental Restoration 1400 1.600 1,200 -400 -25%
Rocky Mountain Oilfield Testing Center 3,000 4,596 3,000 -1,596 -35%
General Operational Support 800 800 500 -300 -38%
Subtotal $—8;3460— $—9496 $7235 2,261 -24%
Navd Oil Shale Reserves 0 0 0 0 0%
Program Direction 9,500 8,040 9,992 1,952 24%
Subtotal $ 24740 % 22,371 $ 22,371 0 0%
Use of prior year balances (24,740) (20,775) (5,000) 15,775 -76%
TOTAL $ 0o % 1,596 $ 17,371 15,775 988%
Staffing
Headquarters FTES 14 12 10
Field FTEs 25 23 23

Total FTEs 39 35 33




DEPARTMENT OF ENERGY
FY 2002 CONGRESSIONAL BUDGET REQUEST
NAVAL PETROLEUM AND OIL SHALE RESERVES
(Dollars in thousands)

SUMMARY OF CHANGES

FY 2001 Comparable . . .. oo e $22,371
Non-Discretionary, Estimated Statutory Pay INCIEASE - . . . . o oo ot ittt e et e e e e e e e 300
FY 2002 Base . . . ittt e e e e e e e e e e e e e e e 22,671

Naval Petroleum Reserve Nos. 1& 2

S NPR-1 Equity Finalization - Increase due to extensions to process and additional reservoir engineering studies at thefield level. ............... 400
S NPR-1 Closeout Activities- Reduction is due to decrease in business closeout SUPPOrt NEEAS. .« ..o oo e 835
S NPR-1 Environmental Remediation & Cultural Resource Assessment - Increase due to increased remediation activity prior to completion of
various environmental ClOSEOUL ACHIVITIES . . ... v it et e et e e
S NPR-2 Management - Increase due to resource and environmental assessment and increased management activity from field redevel opment 44
Y MBI BSOS, - . o vttt ittt e e e e e e e e e 250

Naval Petroleum Reserve No. 3

S NPR-3 Production Operations- No Significant Change ... ... ..o e i i i +35
S Environmental Restoration - Decrease due to arrested decline in production and increased pricing alowing field to remain profitable ........... 400
S Rocky Mountain Oilfield Testing Center - Decrease due to completion of subterranean engineeringstudy . ... ...

S General Operational Support - Decrease dueto efficienciesand moveto privatization ... i '11%

Naval Oil Shale Reserves
S No change. Monitoring of Shale Pile at NOSR-3. NOSR-2 transferred to the Ute Indian Tribeduring Fiscal Year 2001 ....................... 0

Program Direction
S Increase due to additional headquarters costs brought about by delaysin the schedule for equity finalization which were agreed to in FY
T

+1,652
USe Of PriOr Year DalanCeS . . . . ot it it it ettt ettt e e e e e e e e e e $-5,000
FY 2002 Congressional BUudget REQUESE « .« « « « v v it it i i e et $17,371



NAVAL PETROLEUM AND OIL SHALE RESERVES
NAVAL PETROLEUM RESERVES 1 AND 2 (CALIFORNIA)
(Ddllarsin thousands)

l. Mission Supporting Goals and Obj ectives:

NPR-1

Pursuant to Public Law 104-106, the National Defense Authorization Act for FY 1996, DOE offered Naval Petroleum Reserve Numbered 1
(NPR-1 or Elk Hills) for sdle. On October 5, 1997, DOE accepted Occidental Petroleum Corporation's bid for $3.65 billion, and the new owner
assumed operation of the field in early February 1998. Unlike FY 2000 and 2001, a new appropriation is requested for FY 2002 due to the near
exhaustion of the large prior year baance that was created by the sale of Elk Hills. The funds are required to continue closeout activities, most
significantly the settlement of equity shares with Chevron, for which geologic, petrophysical and reservoir engineering services are required to
prepare and support the Government's equity position before an Independent Petroleum Engineer and the Assistant Secretary for Fossil Energy
(ASFE). The $2 million funding level for the equity contractor is proposed to be funded using unobligated balances.

Under the Equity Redetermination Process Agreement, the ASFE is to impartialy determine final equity shares between Chevron and the
Department of Energy. The final equity determinations could result in a combined financial impact worth several hundred million dollars for the
total of al four of the NPR-1 producing zones. Because of the high stakes for the Department as well as for Chevron, the equity redetermination
process is exacting and contentious. Several extensions to the timetable have aready occurred, which has increased the estimated costs for
settlement significantly since the sale. Financial settlements resulting from the equity redetermination process will occur after final decisions have
been made for dl four zones, sometime during FY 2004.

In accordance with agreements with Occidental Petroleum, Chevron USA, Inc., and severa Caifornia State offices, a significant number of
inactive waste sites at NPR-1 must be assessed. Depending upon the results of the assessments, some sites may require clean up in order to
comply with various Federd and State regulations. Environmental remediation analysis is continuing and discussions are being held to close out
findings for severa of the sites. Due to State demands for additiona andysis, the Government’ s environmental legacy responsibilities for EIk
Hills will likely continue until FY 2004.

NPR-2
The program will continue managing 17 leases on NPR-2. Due to renewed interest in NPR-2 by several independent oil companies,

approximately 65 percent of the existing lease tracts were sold by current leaseholders to new ownersin FY 2000. The new |leaseholders have
stated their intentions to accelerate production, thus increasing the number of permits processed by the program. A site-wide environmental



assessment will be completed to accommodate renewed field development and a resource assessment will be performed. Royalty receipts are
estimated to be $1.8 million in FY 2002, depending upon leaseholder activity and market dynamics.



II. A. Funding Table: Nava Petroleum Reserve Nos. 1 & 2 (Cdifornia)

FY 2000 FY 2001 FY 2002

Program Activity Comparable Comparable Request $ Change % Change
Equity Aindization ................ ... ...oL 2,500 1,600 2,000 400 25%
NPR-1ClOSeOUt ........ ..o, 3,300 2,135 1,300 -835 -39%
"2 Gt Resuree ASSSTRt ...
NPR-2Management ............ .. ... oiiiina... 300 300 550 250 83%
Totd REQUIFEMENS .+« o v eeve e eee e eeeeans 6,900 4,835 5,144 309 6%
Useof Prior YerBalances . .................o.... -6,900 -4,835 -2,000 2,835 71%

Total, Naval Petroleum Reserve Nos. 1 & 2 0 0 3.144 3.144

II. B. Laboratory and Facility Funding Table: Naval Petroleum Reserve Nos. 1 & 2 (Cdifornia)

Nava Petroleum Reservesin Cdifornia 6,900 4,835 5,144 309 6%

Use of Prior Year Baances -6,900 -4,835 -2,000 2,835

Total, Naval Petroleum Reserve Nos. 1 & 2 0 0 3.144 3.144



[11. Performance Summary: Nava Petroleum Reserves 1 And 2 (Cdifornia), (New BA in thousands of dollars)

Program Activity

FY 2000

FY 2001

FY 2002

Eqity Findization

Carneros Zone: The Chevron
apped of the find decison was
denied by the DOE Office of
Hearings and Appeds. The ruling,
according to the Equity
Redeter mination Process
Agreement, isfind.

Stevens Zone: The Independent
Petroleum Engineer issued its find
Stevens Zone recommendation on
March 2, 2000.

Shdlow Qil Zone The

I ndependent Petroleum Engineer
will continue to work on the
preliminary recommendation.

(Program level of $2,500,000 to be
funded from prior year balances.)

$0

Stevens Zone: A prdiminary
Principal Deputy Assgtant
Secretary/Foss| Energy decison is
expected by the second quarter of
FY 2001. Partieswill submit
comments on the preliminary
decison.

Shdlow Qil Zone. The Independent
Petroleum Engineer will continue to
work on the preliminary
recommendation.

(Program level of $1,600,000 to be
funded from prior year balances)

SevensZone A find Principd
Deputy Assistant Secretary/Fossl
Energy decison will be issued.

Sdlow Qil Zone: The
Independent Petroleum Engineer is
scheduled to issue a preliminary
recommendation in the third quarter
of FY 2002. The partieswill
prepare and submit comments on
the provisona recommendations.

(Program level of $2,000,000 to be
funded from prior year balances.)



[11. Performance Summary: Program Direction I1l. Performance Summary: Nava Petroleum Reserves 1 and 2 (Cdifornia) (Contd.)

Program Activity FY 2000 FY 2001 FY 2002

NPR-1 Closeout Completed the transfer and Continue business management Continue bus ness management

Activities archiving of the mgority of Elk closeout activities, adminigtrative and closeout activities, adminigtrative
Hillsrecords. Continued business technical support; funding post and technical support; and post
closeout activities, adminigrative retirement medica and dentd retirement medica and dental
and technica support; and benefits for former Elk HillsM&O benefits for former Elk HillsM&O
provided funding for post contractor employees and, to the contractor employees. Fund to the
retirement medical and dentdl extent possible, dispose of existing extent possble any remaining
benefits for former Elk HillsM&O litigation deriving from the former litigation deriving from the former
contractor employees. Also, M& O's performance. M& O’ s performance.
continue defending againgt exigting

litigation deriving from the M&O's (Program level of $2,135,000 to be
performance. funded from prior year balances)

(Program level of $3,300,000 to be
funded from prior year balances.)

$0 $0 $1,300



[11. Performance Summary: Program Direction I1l. Performance Summary: Nava Petroleum Reserves 1 and 2 (Cdifornia) (Contd.)

Program Adtivity FY 2000 FY 2001 FY 2002
EﬂVi :jnmemi —_ gonti nued too‘f"’_cl’_rk .th;JCta;i;fomi a Continue efforts to dlose findings as Continue efforts to close remaining
emediation tur epart:nentl OXIC SubSiance required by the agreement between findings as required by the
Resource Assessment Cont_fzd to % OsehOUt Pj tf & | DOE and the Cdlifornia Department  agreement between DOE and the
required under the Purchase an of Toxic Substance Control. Cdifornia Department of Toxic
Sde Agreement between DOE and Substance Control
the State. '

Continued cultural resource
evauations of Occidentd's Elk
Hills projects.

(Program level of $800,000 to be
funded from prior year balances.)

$0

Gather information for the curation
of NPR-1 artifacts.

(Program level of $300,000 to be
funded from prior year balances.)

Gather information for the curation
of NPR-1 artifacts.

$1,294



[11. Performance Summary: Program Direction I1l. Performance Summary: Nava Petroleum Reserves 1 and 2 (Cdifornia) (Contd.)

Program Activity FY 2000 FY 2001 FY 2002
NPR-2 Management DOE administers 17 lease DOE administers 17 lease DOE administers 17 lease
and Revenue agreements which will generate an agreements which could generate up agreements which could generate

estimated $2 million in roydty
revenue, depending on production
levels and crude ail prices.
Royaty payments are deposited
into the General Fund of the U.S.
Treasury.

Activitiesindude invoicing,
witness metering, operationd and
environmenta oversight, historic
preservation requirements, royalty
evauation, and resource
assessment.

to $2.1 million in roydty revenue,
depending on new development and
increased production levels and
crude oil prices. Roydty payments
are deposited into the Generad Fund
of the U.S. Treasury.

Activitiesindude invoicing, witness
metering, operationd and
environmenta assessment and
oversght, preservation requirements,
royalty evauation and resource
assessment.

up to $1.8 million in royaty
revenue, depending on new
development and increased
production levels and crude ail
prices. Royalty payments are
deposited into the Generd Fund of
the U.S. Treasury.

Activitiesinclude invoicing, witness
metering, operationa and
environmenta oversight,
completion of an environmentd
assessment, historic preservation
requirements, royaty evaluation and
resource assessment.

$0 $0 $550
Totd, Planned
Ohtigetions $6;906 $4.835 $5:144
Use of Prior Year Funds ($6,900) ($4,835) ($2,000)
Total, NPR-1 & NPR-2 $0 $0 $3,144



NAVAL PETROLEUM AND OIL SHALE RESERVES
NAVAL PETROLEUM RESERVE 3 (WYOMING)
(Dallarsin thousands)

Mission Supporting Goals and Objectives:

The primary objective at NPR-3 isto operate and produce the Reserve to maximize profitability while preparing for the eventua abandonment
of the ail field. Unlike FY 2000 and FY 2001, anew appropriation is requested to fund ongoing conventiond oil field management and
operations such as operating, maintaining and repairing facilities and equipment; well work overs, engineering support; financia management;
adminigrative support; technica support; purchase of field equipment; and environmenta, safety, and quality assurance support.

A combination of favorable oil prices and stabilization of production leaves the Department optimistic about the continued profitability of NPR-3
a least through FY 2005. Effortswill continue toward maintaining a positive net cash flow through normal operations. Management initiatives
which have contributed to cost savingsin prior years will be continued, and new initiatives evauated. After oil and gas operations are
abandoned at NPR-3, DOE may dispose of the property by sde, lease, or transfer to another Federa agency as provided for in the Strom
Thurmond Nationa Defense Authorization Act for FY 1999 (Public Law 105-261, section 3404). DOE anticipates that any transfer of the
property will follow the completion of the well abandonment program so that the associated environmentd liabilities will not be passed on to the
new owners.

FY 2002 isthefirgt year of trangtion for the privatization of Rocky Mountain Qilfield Testing Center (RMOTC), afacility established in 1995 a
NPR-3 for the purpose of demongtrating, testing and eva uating new technologies and equipment in an operating oil field environment and to
serve as atraining center for industry, academia and minority groups. The facility was established in accordance with the Department’s
Domedtic Naturd Gas and Qil Initiative. Besides DOE, funding for the center is received through cost and resource sharing arrangements with
industry, Federd, State and local governments, Native American tribes, trade associations, technology centers, nationd labs and academia
During FY 1999, the program began a series of meetings to develop plansfor privatizing RMOTC in FY 2001, in part to increase industry
participation and fully recover the Federa Government’s project participation costs. Although privatization efforts are currently underway, the
form that privatization will take has not yet been determined.



[11. Performance Summary: Program Direction |. Mission Supporting Goals and Objectives. Nava Petroleum Reserve No. 3 (Contd.)

NPR-3, dso caled Tegpot Dome, is located near Casper, Wyoming. Production is estimated to be 600 BOPD in FY 2001 and 550 BOPD in
FY 2002.



[11. Performance Summary: Program Direction

II. A. Funding Table: Naval Petroleum Reserve No. 3 (Wyoming)

FY 2000 FY 2001 FY 2002

Program Activity Comparable Comparable Request $ Change

NPR-3 Production Operations . . .........covviinnennnn.. $ 3,140 $ 2,500 2535 % 35
NPR-3 Environmental Restoration . ....................... 1,400 1,600 1,200 -400
Rocky Mountain Oilfidd TesingCenter . ................... 3,000 4,596 3,000 -1,596
Genera Operationd SUpport ... ... oo 800 800 500 -300
Totd REQUIFEMENES -+« - v e v e e e e e e e eee s $ 8340 $ 949 7235 $ -2,261
Useof Prior Year Balances . ... ...ovvvviinnnenn, -8,340 -7,900 0 7,900
Total, Nava Petroleum Reserve No. 3 $ 0 $ 1,596 7235 $ 5,639

1. B. Laboratory and Facility Funding Table Nava Petroleum and Oil Shale Reservesin Colorado, Utah and Wyoming

$ 8340 _$ 949 $ 7235 $ -2261

-8,340

-7.900

0

7900

$ 1,596

7,235

$ 5,639

%
Change

1%
-25%
-35%
-38%
-24%
100%
353%

-24%
100%
353%



[11. Performance Summary: Program Direction

Program Activity FY 2000 FY 2001 FY 2002
NPR-3 Production Operations  Continued routine O&M Continue routine O& M Continue routine O& M activities for
and Revenues activities for production facilities, activities for production production fecilities, well

well maintenance, dectricity and
utilities, buildings, roads, heavy
field equipment, motor vehicles
and capita projectsto be
undertaken provided oil prices
warrant such expenditures. Also
provided for petroleum geology,
production engineering, and
reservoir sudies.

Crude ail production averaged
708 barrels of oil per day.
Naturd gasliquids (NGL)
production averaged average
1,596 gallons per day.

Revenues were $7.5 million. All
revenues are deposited into the
General Fund of the U.S.
Treasury.

(Program leve of $3,140,000
funded from prior year balances.)

$2,250

fadilities, wdl maintenance,
eectricity and utilities,

buildings, roads, heavy fied
equipment, motor vehicles and
capital projectsto be undertaken
provided oil prices warrant such
expenditures. Also providesfor
petroleum geology, production
engineering, and reservoir
Sudies.

Crudeail productionis
estimated to average 600 barrels
of oil per day. Naturd gas
liquids (NGL) production is
estimated to average 1,500
gdlons per day.

Estimated revenues are $5.7
million. All revenues are
deposited into the Genera Fund
of the U.S. Treasury.

(Program leve of $2,500,000
funded from prior year
balances.)

maintenance, eectricity and utilities,
buildings, roads, heavy fidd
equipment, motor vehicles and capita
projects to be undertaken provided ail
prices warrant such expenditures.
Also provide for petroleum geology,
production engineering, reservoir
studies and, as required, upgrade
facilities to support gas storage
agreements with GSA.

Crude ail production is etimated to
average 550 barrels of oil per day.
Naturd gas liquids production is
estimated to average 1,500 gallons per
day.

Estimated revenues are $5.0 million.
All revenues are depodited into the
Genera Fund of the U.S. Treasury.

$2,535



[11. Performance Summary: Program Direction

Program Activity

FY 2000

FY 2001

FY 2002

Environmenta Restoration

Continued plugging and
abandonment of uneconomic
wells. Continued closing surface
facilities that are no longer
required to support production
operations.

(Program requirements of
$1,400,000 funded from prior
year balances.)

Continue plugging and
abandonment of uneconomic
wells. Continue closing surface
fecilities that are no longer
required to support production
operations. The Pollution
Prevention and Energy
Efficiency Leadership Gods are
reduction of hazardous wastes
by decommissioning and
restoring 3 tank batteries,
remediating the area
surrounding 50 well sites being
plugged and abandoned;
reducing toxic chemicals subject
to Toxic Chemicd Release
Inventory reporting by 18
percent; and reducing electrical
energy consumption by 18
percent.

(Program leve of $1,600,000
funded from prior year
balances.)

Continue plugging and abandonment

of uneconomic wells. Continue
closing surface facilities that are no
longer required to support production
operations. Remove dry hold markers
from wells plugged prior to 1998 and
replace with underground markers,;
then rehabilitate the Sites.

Decrease dueto the arrest of the
declinein production and favorable
oil prices, dlowing the field to remain
profitable.

$1,200



[11. Performance Summary: Program Direction

Program Activity FY 2000 FY 2001 FY 2002
Rocky Mountain Qilfied RMOTC continued to develop RMOTC will continueto Continue operationsat RMOTC
Tedting Center partnerships and conduct tests, develop partnerships and during the period of trangtionto a
demondirations and training conduct tests, demondtrations privatized organization with a priority

programs while pursuing
privetization of the facility. Gods
of the RMOTC program include:
increasing industry participation
and funding to fully cover

Federa government cods,
expanding universty
participation and training
opportunities, and establishing
partnerships with other
Government programs to better
utilize the facility’ s resources. FY
2000 gods were completion of
partner search and providing
privatization options to the
Department and Congress that
will provide the greatest return to
the taxpayer for the assets
associated with RMOTC.

and training programs until the
facility is privatized. Gods of
the RMOTC program include:
increasing industry participation
and funding to fully cover
Federal government costs;
expanding university
participation and training
opportunities, and establishing
partnerships with other
Government programs to better
utilize the facility’ s resources.
RMOTC will dso participate in
the Department’ sinitiative for
the ail shde technology
exchange with the Bdtic Sates.
New funding was provided for
engineering sudiesfor
feaghility of gpplication of a
subterranean production method
at NPR-3. Themgjor god for
FY 2001 isto provide ongoing
sarvice to indugtry testing and
demondration while initiating
privatization.

placed upon funding of projects that
will increase domestic oil reserves on
public lands in an environmentaly
friendly manner. Projects conducted
will be subject to suitable industry
partners and funding arrangements.
Examples of potentid projects are:
completion of aflow assurance
facility, produced water
bioremediation, Sngle entry inclined
reservoir drainage concepts and other
drilling concepts that will reduce
impacts on the environment.
RMOTC will dso complete other
projects initiated in 2001 and
continued testing of environmenta
remediation projects to reduce the
Department’slong term
environmentd lidbilities. RMOTC
requires funding to support the cost of
trangtion to a privatized organization
and core operations. RMOTC will
aso continue to participate in the
Depatment’ sinitiative for oil shde
technology




[11. Performance Summary: Program Direction

Program Activity FY 2000 FY 2001 FY 2002
Rocky Mountain Qilfidd (Program level of $3,000,000. (Program leve of $3,000,000t0  exchange with the Baltic States.
Testing Center, continued $1,000,000 funded from prior be funded from prior year
year balances.) balances and $1,596 from new
BA.)
Rocky Mountain Qilfidd $0 $1,596 $3,000

Testing Center, continued



[11. Performance Summary: Program Direction

Program Activity

FY 2000

FY 2001

FY 2002

Generd Operationa Support

Provided generd operationd and
adminigtrative support.
Supported activities to close out
the M& O contract, planning and
andytic support, scheduling
petroleum dedliveries, quality
assurance, invoicing and
payment, human resources for
continued field operations,
financid management, NOSR-2
oversght, and RMOTC
management. Continued with

Provide generd operationd and
adminigtrative support. Support
adtivitiesindude planning and
andytic support, scheduling
petroleum ddliveries, quality
assurance, invoicing and
payment, human resources for
continued field operations,
contract and financid
management, NOSR-2
oversght, and RMOTC
management. Continue with the

Provide generd operationd and
adminigtrative support for dl activities
directed from the NPOSR officein
Casper, WY. Support activities
include planning and andytic

support, scheduling petroleum
deliveries, quality assurance,
invoicing and payment, human
resources for continued field
operations, contracting and financia
management, and RMOTC trangtion.
Reduction due to decrease in

plans for the privatization of activities to complete the adminigrative and operationa support

RMOTC. (Program leve of privatizetion of RMOTC. due to privatization of RMOTC.

$800,000 funded from prior year ~ (Program level of $800,000

balances.) funded from prior year

$0 $0 $500

Totd Planned Obligations $8,340 $9,658 $7,235
Use of Prior Year Funds ($8.340) ($7.900) $0
roa, NPR-3 0 $1,590 $7,235



NAVAL PETROLEUM AND OIL SHALE RESERVES
NAVAL OIL SHALE RESERVES (COLORADO & UTAH)
(Dallarsin thousands)

Mission Supporting Goals and Objectives:

The Nationd Defense Authorization Act for Fisca Year 1998 (Public Law 105-85) required the transfer of adminigtrative jurisdiction over
NOSR-1 and 3, adjacent properties located in Garfield County, Colorado, to the Department of the Interior for commercid leesing. The transfer
of the undevel oped properties (al of NOSR-1 and portions of NOSR-3) was completed upon enactment of the law. The devel oped portions of
NOSR-3 were trandferred to the Department of the Interior effective May 1, 1999. A continuing respongbility exists to maintain oversight of

the interagency agreements with the Department of the Interior rdated to the transfer of NOSRs 1 and 3, particularly environmental monitoring

of the shae pile at NOSR-3.

On January 14, 2000, the Department announced that DOE would return the 84,000 acres comprising the Naval Oil Shale Reserve No. 2
(NOSR-2) property to the Northern Ute tribe, upon Congressiona approva. NOSR-2 is an undeveloped property |ocated within the boundaries
of the Uintah and Ouray Reservation in Utah.

The announcement was in response to arequest from the Tribe for a greater role in the management of the property. The Tribe was dso
encouraging some forms of development on itsland. In response, the Department worked with the Tribe, the Department of the Interior, and
other stakeholdersto develop future management Strategies for this property. The Ute Indian Tribe owned approximately 40 percent of the
surface rights, with the Government owning the remaining 60 percent, and 100 percent of the minerd rights. Legidation wasintroduced to

effect the transfer and, on October 30, 2000, the Floyd D. Spence Nationa Defense Authorization Act for Fisca Year 2001, which included the
transfer language, was signed into law. The U.S. retains a 9% royalty interest in the vaue of any ail, gas, other hydrocarbons, and other

mineras produced from the conveyed land, which will be gpplied to costs for remediation of the uranium mill tailings Ste near Moab, Utah. The
Tribe will be respongble for protection of the Green River, which flows through the property, and sendtive resources on the land.

The transfer was completed during FY 2001.



II. A. Funding Table: Navad Oil Shale Reserves ($000)

FY 2000 FY 2001 FY 2002
Program Activity Comparable Comparable Request $ Change

Navd Oil Shde Resarves (Colorado & Utah) ............... $ 10 $ 10 16 $ +6
Totd Requirements . ... 10 10 16 +6
Useof Prior YearBaances ..................cooviunnn. — 10 16 16 -6

Totd, Navd Oil ShdeReserves ... ...........vvnn .. $ 0 $ 0 0 $0
II. B. Laboratory and Facility Funding Table: Naval Oil Shde Reserves (Colorado & Utah)
Naval Oil ShdleResarves ... ... $ 10 $ 10 16 $ 6
Useof Prior YearBaances .................coiiinnn. -10 -10 16 6

Total, Navd Oil Shale Reserves (Colorado & Utah) ...... .. $ 0 $ 0 0 $ 0

%
Change
60%
60%
N/A
N/A

60%
N/A
N/A



[I. Performance Summary: Navd Oil Shde Reserves (Colorado & Utah)

Activity

FY 2000

FY 2001

FY 2002

Nava Oil Shae Resarves
(Colorado & Utah)

Limited surface management
consisting of road, fence, and
Sgn maintenance.

(No activity was origindly
planned inthisareain the

FY 2000 Budget. However, less
than $10,000 of prior year

bal ances were used for the above
activities)

Surface management primarily
congsting of road, fence, and
sSgn maintenance.

Work with Ute Indian Tribe,
Department of the Interior, and
other stakeholders on trangition
activitiesdueto P.L. 106-298
which transferred land to the
Utes. Fund red estatetitle
search, legal property
description, and reports to
execute transfer.

Continue to monitor shae pile a
NOSR-3.

($10,000 of prior year balances
will be used to pay for the above

NOSR-2 property was
transferred to the Ute Indian
Tribe during FY 2001.

Continue environmenta
monitoring of the shde pile at
NOSR-3.

(Estimated costs of $16,000 of
prior year funds will be used.)

activities)

Totd, Panned Obligations $10 $10 $16
Use of Prior Year Funds ($20) ($10) ($16)
Totd, Nava Oil Shde Reserves $0 $0 $0



NAVAL PETROLEUM AND OIL SHALE RESERVES
PROGRAM DIRECTION
(Dallarsin thousands)

Mission Supporting Goals and Objectives:

This activity provides funding to support 33 FTES required to produce, manage, operate, and maintain the NPOSR properties retained by the
Government (NPR-3 and NPR-2) in amanner to achieve the greatest vaue and benefits to the Government, and to provide for the trangition
requirements of the Rocky Mountain Qilfield Testing Center co-located with NPR-3. An additiond activity funded from this account is support
for the Independent Petroleum Engineer in the matter of final determination of equity shares for the Elk Hills il field, discussed below.

Headquarters personnd are respongble for overdl direction of the program, implementing DOE policy, communicating guidance to the field
consstent with that policy, establishing program objectives, developing and defending budget requests to the Office of Management and Budget
and to Congress, reviewing procurement plans, monitoring profitability, and interfacing with other Departmenta offices. The field offices are
respongble for managing production operations, closing out contracts, and directing, monitoring and eva uating the performance of supporting
contractors. Specific areas of oversight include planning, financial management, adminigtrative and personnd support, engineering and geology,
ADP, procurement, environment, cultural resources, safety and quality assurance. Program direction aso includes administrative services under
the working capital fund.

On February 5, 1998, the Department successfully concluded the divestiture of the Government’ s share of NPR-1 (or Elk Hills). With the
divedtiture of NPR-1 complete, the program entered a“closeout” period in which a variety of business issueswill be settled. The most important
outstanding requirement is the finaization of equity interests with Chevron, USA. The Assistant Secretary for Foss| Energy is empowered to
determine final equity shares. That determination will be based on exhaudtive analyses by DOE, Chevron, and the independent petroleum
engineering firm retained by the Assstant Secretary. Although al Headquarters divestment cogts for the independent petroleum engineering

firm are being paid from NPOSR carryover funds through FY 2001, most of those carryover funds will be exhausted and a new appropriation is
being requested. A smal amount of carryover will be used to support equity finaization, which has increased in cost due to extensons to the
equity redetermination process and legd chalenges.



II. A. Funding Table: Program Direction

FY 2000 FY 2001 FY 2002
Program Activity Comparable Comparable Request $ Change % Change
ProgramDirection . ............ ... i $ 9500 $ 8040 $ 9992 % 1,952 24%
Totd Requirements ..., 9,500 8,040 9,992 1,952 24%
Useof Prior YearBalances ....................... -9,500 -8,040 -3,000 5,040 -63%
Totd, Program Direction . ..................... -5 g _% 0 —$ 69092 _$ 6992 -100%
Il. B. Laboratory and Fecility Funding Table: Program Direction
FY 2000 FY 2001 FY 2002
Program Activity Comparable Comparable Request $ Change % Change
Nava Petroleum and Oil Shade Resarves - dll Sites. . . . . . $ 9,500 $ 8040 $ 9992 $ 1952 24%
Useof Prior YearBalances ....................... -9,500 -8,040 -3,000 5,040 63%
Totd, ProgramDirection .. .................... $ 0 $ 0 $ 6,992 $ 6,992 -100%



[11. Performance Summary: Program Direction (new BA in thousands of dollars)

Program Activity FY 2000 FY 2001 FY 2002
Program Direction Funding by Object Class ($000): Funding by Object Class ($000): Funding by Object Class ($000):
Personnd Compensation:  $3,013  Personnel Compensation: $2,877 Personnd Compensation: $3,338
Bendfits 1,156 Bendfits 584 Bendfits 801
Travd: 258 Travd: 300 Travd: 343
Contractor Services: 5,073 Contractor Services: 4,279 Contractor Services: 5,510
Subtotal $9,500 Subtotal $8,040 Subtotd $9,992
Useof Prior Year Bdance -9,500 Useof Prior Year Balance  -8,040 Useof Prior Year Bdance (3.000)
Tota Budget Request $0 Totd Budget Request $0  Tota Budget Request $6,992



[11. Performance Summary: Program Direction (cont’d) (new BA in thousands of dollars)

Program Activity

FY 2000

FY 2001

FY 2002

Program Direction
(continued)

Provided for 39 FTEs, 14 a
Headquartersand 25 in the fidd.
FTEswere used in the following
aeas. policy and planning, equity
determination, petroleum
engineering, financid management,
ADP, procurement, personnd,
environment and sfety,
adminigtration of NOSR-2,
adminigration of reimbursable
work programsfor RMOTC, and
development of plans and activities
related to the privatization of
RMOTC.

Also provided for expenses
associated with finalizing NPR-1
equity shares between DOE and
Chevron.

(Program level of $9,500,000
funded from prior year balances))

Providefor 35 FTEs; 12 a
Headquarters and 23 in the fidd.
FTEs are be usad in the following
areas. policy and planning, equity
determination, petroleum
engineering, financid management,
ADP, procurement, personnel,
environment and safety, complete
transfer of NOSR-2, and
adminigration of reimbursable
work programsfor RMOTC. It
a0 includes development of plans
and activities related to the
privatization of RMOTC.
(%$5,040,000)

Provide for the expenses associated
with findizing NPR-1 equity shares
between DOE and Chevron
($3,000,000).

(Program level of $8,040,000 to be
funded from prior year balances.
Increese is due to extensonsin the
schedule for findlizing equity.)

Providefor 33 FTEs. 10 at
Headquarters, 23 a thefield. FTEs
will be usad in the following aress.
policy and planning, equity
determination, petroleum
enginearing, financd management,
ADP, procurement, personnel,
environment and safety, and
adminidration of rembursable
work programs for RMOTC. It
aso includes support for trangtion
activitiesfor the privetized
RMOTC and to support the DOE
Bdtic initiative.

Theincreaseisdueto risng
estimated codts for equity
finalization ($4,200,000, of which
$3,000,000 will come from prior
year balances).

An appropriation sufficient to pay
for these activities, should they
become necessary, is required since
caryover funds, avalable in past
years, may no longer be available.

$9,992



Program Activity FY 2000 FY 2001 FY 2002
Totd, Planned
Obligations $9,500 $8,040 $9,992
Use of Prior Year Funds ($9,500) ($8,040) ($3,000)
Total, NPR Program
Direction $0 $0 $6,992
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