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PROFITABILITY OF SELECTED MAJOR OIL COMPANY
OPERATIONS

(Data Silpplied by 10 Major Oil (C'olpstnile. ill Responsp To tC'ow.
Illit wee(e.imtn'

Preftice ,

Oin Feliitmiry" 1:; and 14, 1974, thie ('ogninit tee oIt Fiana livid
heatring..- oite i.,ll)ject of "I'rlofitlI)ility of D)omestic. nergy Com111-

all)y (p'rat'll ion.." In olijiinlict on withI I"lihiI hel'riing. at uie.-(tionlaire.
Was stilhiit te to 1( I(0 major U.S. integrated oil ,',lilimliies•. incluihlilt lie
.i'\'ell largest, Willi tile prillilrVy objective of dhevelop.inIg fA111t. .,Iil
('(1Ill )IIIVe IuvelAllle IIn ill, ati rlot., oil, their I !itled IStat(es petroleum
ojllel't I Itlll'.

Only It few ('oIIIj)ltiiesN were .bthe to re't)olnd to1 tilbe lltiestt.iilire
ill time (or incliiolh of their aIwllwer,. ill lit printed rtcol''( oft I I -
ing,. held on Februir" 13: and 14. Subiequenly. tile (iluest onnllli're
W14 I)roadtlenled to 4pee'k similair information aboul t foreign oJWzlltol'is
1111d. for ealset ihe ('01ll j)tlI•ol. . lie 'IIi)alies were re(iplested to coniformlli
thellr , r ).;Poes to ait p)rt'%tr!i)et' formal. Inicludedl iII this C. ommitlit tee
p)rhint tire lit' res-l)ollme of tihe til ctiiunt..;t to tilte original qnretion-
na1ire, as- well at-- heir r'eviIed re'vl)oies ill the preI'•'erled formailll. Ili
addition, various SuillImlarIl'ies of tile ilnom'lntl i'ai .sipplie(l ill the1' oil
e00Il)I)liiie' r('eSpnses. which Wer'e )relI)aired Wit Ii the-it.istOi.ince t lilte
('ongr•l'%,ivs lo l Re',ezrcl Service of the Library of ('ongret.-. ;are'
inellitleld.

In view of ilie concern( expressed I)v several oil co,'ll)rnues t!; Io
pta;il)le IllisiUlldehr.tI allnding an mllas-pe (of lite iniformnaitl iOll sought under
!lUeý-tion No. (I iaiItittion i directed to Ihe I',llIlleillt of tile conilptnit'sinl re5l)onltling. , .,to thi.s (lue'st ion.. Qule.stioni. 6. 1 asks for an1 e.stillate of ti'lI),it ll
oXj)petdil Iltre., for (lit, pl'riold 19'4-.S5 based oIn zeverltl iusstl)jtioil- is-

to cIa)iltal gene'ratedl ihtlernil1y and tll )italI obtained I)v outside filtallc-
ing. Betct11(e of tihe trenlenttI umt nn1111 )Ir of arain•1les affecting fut ure
capital expenditures or capital a ivlability; tile respon..w.s to (illit'til0)l I6
tare not hitt ntietl to rel).re.sent capital J)l'otject ionIS of thie 'ollpiijllie's.
involvedI and Shouildl Iot be So used.

'I'rhe iswer.s tire ii.,eftil only to initicaite the amoinit of capital thlatvnrzhlt heP Ilaitl)Ie otti eIitI ,ll)anll.-Ibt-('(IIll)al1.V Il•.-.i• if' ii ot C im)tui. WLere

ito lnitintai i the aiverag•e rate of return it earnetl for theiterhiod 1964-73,
1111d( ill at -%et'(tl ea|e, a rea equair l ito one and1(1 one-hal times its 1964-
1973 average rate of return. This information is relevant whien comn-
pared to ti lie elitialated total capital lhill will be needed for (elnergy
devehlpment ill Ihle unileted Statlle.s over tnle 1974-1984 period in ord'ler
Io achieve uir got1l of energy self-s-ufliiiency.

(1)
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'QE.-TIOXX A lIE TO Am.i, WltTXES-Mi ''VsLTIVyl. N BEPo1tF SENATE
FINxANCE ('o.tmiT-rE O.s FEnitUAtny 13 ANDb 14, 1974

Witnes-,. reprel ittting one company ,re reilmetled to be prepared
to te.,,tif in responj)t to the following qlcstion%. Witnessm.e, represtl'it-
ing a group or tiIlistry are requete(d to organize their testimony so
that tlhey m11ay he retspti'ive to the questiolns, 1"s-lIted ias though" ap-
plicable, to the group or ilduwtry, where feasible. Witnesses bringing"
information with respel)Lct to thie general l)rollentt are to regard the
questions as al)1)hiahlp to the entire indult;Iry. Vlitieesso3 are ca1t1ioted
that the purpmwe of this- hearing ik to develop information with respect
to the United St.ua; oplrations of tile oil intdutry. It i.4 ainthipanted
that lidtditionl hearhtgs will he sehledul(,,l to develop inforlllon with
respect to fthe foreign operation-s of t(ie oil itduistry. 1iitles.ses desiring
to testify witit respect to the return onl ilivestietit and tax )Ilrdelis of
the ftireigon operations or overall operaitioam of multi-national oil
companies witl I e given opportunity to he heard in the subsequent11earnlgs.

Where al)rolpriate, the information sought is, otl a year-by-year
basis, for thie jeriod 19W4 to 1973. If the information is available
within the time hiinits allowe(l for prep)aration, a longer period, such
as 1950-1973 would be desirable. For purpose.4 of this questionnaire,
investment in petroehtmnical operations is not to be regarded as
petroleum investment. Note, unI1ess stated otherwise, (qIueCstions relate
only to U.S. operations.

1. What wias the overall rate of return, after taxes-, which your .oln-
pa 3y realized on sloekholders' investment( devoted Ito ex•phlratit1,
developments, prodluctioJ', 1itialltiftaewtiiig., tranisJort mtiotn and mnarket-
ing of pefroleiun products in the United States.

(a) Where applicable, please give the source of this information.
(b) Are these figures for U.S. operations different fromn the

figures used in preparing the reports to stockholders and informa-
tion provided the Federal Trade Comumission for purposes of
preparing its Rates of Return iiu Selected Manufacturing In-
dustries? If so, pleaSC explain.

(c) How does the rate of return ott U.S. petroleum investment,
as described above, compare with your rate of return on other
investments?

2. What is the rate of profitability to sales? To taxes, other than
excis taxes? To labor costs? '1'o total investment, including borrowed
capital?

3. What is the total of exploration expense and capital investment in
petroleum assets, in dollars, year by year? What is the ratio between
your total cash income generatedd by earnings, deprecia tion, depletion
allowance, etc.) and your total investment in Ipetroleumn asset,;,
including exploration e.tpense?

4. Provide information as to the dollar amount of petroleum earn-
ings paid out in dividends during the applicable period and show:
dividends paid as a percent of U.S. h0etroleum earnings. assume
dividends are payable out of U.S. petroleum earnings in the same ratio
as U.S. lpetroleumt earnings are to total earnings.
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5. Fourth Qularter,- -1973 Earniings and Retail Pri.es. I'lea•e pro.
r'ide an explanation for any increase in U.S. fourth quarter 197:1
4'iriiihgi over earlier fourih(lleqmrer earnings. -In this connection, it,
W11111l d 'e Iellpriti ir tile exphmahion were to in'hnlde an estihitite of the
l)rP,11,rti1n of (it i'eae altribhutable to (a) normal growth in sales,
o) iiilatiioti. (el ah'li-ee or s,,oft uuarktu' due to shortakge.s, (l) increase
ill veilinig prive of (idoiiwtie ctude, aind (e) any otiher factor illerea.ing
jor,,il l11lrgih6. T1o what extent are higher gas;olie prices at tihe pimp
inl Ihe fourthI quarter ittributhable to in(.reases, in cost reflected in Ifih
uleider tankwagort l)ricei (explhih tile .•ource of inereasp in costs)? ro
inl'relwlt in ;rolit reflected ill dealer tank % wagon pIri('s? To inlerea"es
in the n'idt wargin tidilfrcrel'ititlt, br!Y wmpany .ontro~le'd re-
l i l , .r i i il i nl( ) el ii t ,i t l r e I ii i I e r s ) ? p. .

6i. l'rovidle all etinhate of youlr capital requirements in tile Unite(l
State% for the leriol 1974 -85, (a) as•,sming your rate of return
oln US.*%. operations wta lihe -;ante at.s Your average rate of rettirn
for the period 1964-1973; andil () a..•uniig your rate of return was
MWiti itUlld one-half tim,.s; youlr average rate of return for 1904-73. Assumlne
for this purl)o°e that %'o)t will be able to borrow directly tip to 25 per-
cent okf your f|llahriaf need,- and are able to use off-the-balance--sheet,
financing for 13 j)ercent. of your needs. What. is your view as to tile
Validity of sucl financing aissumptionss as applicable to the circum-
stlulce's of your coInplilly,

7. What percent of your total United States sales of petroleum
prodilcts (llrting the applicable period were(erived from foreign crude?

S. Describe the typical situations in which you have contractual
relationships with a foreign subsidiary involving a pricing problem.
To what extent do yoll believe it possible for a United States company
coi01plying with the present tax regulations governing such relation-
shi t)5 tSIhift Unitd Stiates profits to the foreign subsidiary? Do you
re'oineniild any alternative approach for regulation of such trans-
acti(on.s, to prevent the shifting of United States profits to foreign
?1ub-ljfl1alies?

9. Provide information as to investmnents anti expen(ditures ouitside
tile United States during lhe applicable period. 'Relato this infor-
nat ion to the sun, of (a) earnings outside the United States and (b)
net equity and debt capital raised otL.;ido tile United States, during
the applicable periodt'

10. What would have been the impact. on rate of return on stock-
!aolkli-A' investment, in petroleuum assets in the United States if there
had been no depletion allowance?

I S1il..1slUetily. rU•estilos 3 at1l 't were cot",oUlatted into a slingle tible, to provide infonnation as to cash
Ik4w andI caitilul ep•qixnuiturs aln' ,xpluration eipe'isc, both donicstlc and foreign, and the relationships
li0tu u lit ile two itIuts.



TABLE 1.-RATES OF RETURN ON SHAREHOLDERS' INVESTMENT FOR 10 MAJOR OILCOMPANIES, 1964-73
[In millions of dollars]

1973 1972 1971 1970 1969 1968 1967 1966 1965 1964

Total rates of return:
Exxon *

Gulf 4  ...... . . . . . . . . . . . . . . .
M obil ........................
Phillips'1Shellip .. •.....................Shell 4*7

Standard of California 2 8 ...
Standard of Indiana 12.......
Standard of Ohio 1 2......
Sun .I.................Texaco = .....................
Weighted average *............
Mathematical average ': .

U.S. rates of return:
Exxon ' ...3.....................
Gulf 2  . . . . . . . . . . . . . . . .
Mobil '1 ............................
Phillips ....................
S h e ll 4 ...
Standard of California ...
Standard of Indiana ...

Standard of Ohio1I ;-. .....
S un I .........................Texaco 2 'I ........................
Weighted average ". ..........
Mathematical average '2.

18.8
14.6
15.6
11.6
11.4
15.3
13.1

7.0
12.2
17.0
15.4
13.7

17.6
7.1

10.1
10.5
12.6

5.5
14.9
4.6

12.1
11.6
11.3
10.7

12.8
8.2

11.5
9.7
9.2

10.8
10.5
4.5
9.1

12.8

15.3
10.2
9.2

11.3
10.1
6.4

12.1
1.6

12.5
12.3

13.5
10.4
11.5
9.7
8.9

10.7
11.0
6.1
9.4

13.9

15.3
10.7
9.3

10.2
9.7
6.0

11.0
4.8

12.6
12.2

12.4
10.7
10.9
9.9
8.9

10.0
10.9

7.8
8.6

13.5
11.2
10.4

14.0
11.0
10.1
11.2
9.4
6.3

12.2
7.2

11.6
12.7
10.8
10.6

12.5
12.5
10.9
10.5
11.5
10.5
11.0
6.6
9.8

13.4

15.0
13.1
10.8
11.8
11.4

7.4
12.6

5.1
12.4
12.0

13.3
13.7
10.8
11.3
15.1
11.0
10.3
17.1
11.3
15.4

14.0
14.6
10.4
12.6
14.9
7.4

11.9
15.4
15.7
16.9

12.6-
13.4-
10.3
13.71
15.0,
10.6
9.8-

18.2
NA

15.3
12.5'
13.2

14.1
14.51
9.8

14.8:
14.4
7.0

12.4
15.7

NA
16.9
12.9-.
13.3

12.0
12.8
10.0
12.7
14.6
10.5
9.2

15.3
NA

14.4

12.1
13.8
8.5

14.5
14.4

7.7
11.5
12.7

NA
16.4

11.5 11.7
11.5 & 11.3
9.4 9.0

10.5 10.2
14.5 13.2
10.1 9.3
8.0 7.5

13.1 12.6
NA NA

13.9 13.4
.10.8
........ 10.9

9.9 9.7
12.2 '11.0
8.1 6.8

12.2 10.7
14.1 12.5

7.7 6.9
10.6 10.3
10.4 10.6

NA NA
15.5 13.4

........ 10.1
10.2



Foreign rates of return:
Exxon '......... .. 19.5 12.3 12.5
Gul .. . . . . . . . . . . . . . . . . . 24.7 5.3 10.0
Mobil 4 .... . . . . . . . . . . . . . . . . . 21.2 14.1 14.2
Phillips' .................... 14.2 5.2 8.2
Shell';' . .. . .... (100+)(100+)(100+)
Standard of California ' s... 30.4. 17.8 19.0
Standard of Indiana . . . . . . . 8.4 6.3 11.1
Standard of Ohio '1 2 .. . . . . . . . 79.7 142.4 73.4
Sun I ......................... 12.4 3.2 3.4
Texaco ..... . . . . . . . . . . . . . . .  22.9 13.3 16.0
Weighted average 1 ............ 20.4 ....2...........
Mathematical average '.....19.2 ................

I Rates of return are for petroleum operations only.
2 Rates of return are calculated on average net assets.
3 The total figures represent the return for the total corporation.

The breakdowns into U.S. and foreign segments returns are based on
some arbitrary assumptions concerning the allocation of the corpora-
tion's financing and of headquarters' net assets and administrative
costs.

4 Rates of return are for total corporate operations.
& Calculated on actual net assets, not average.
6 The net asset data (stockholders' equity) used in computing the

rates of return were obtained by allocating Phillips' total stock-
holders' equity among its operating segments on the basis of capital
employed, as requested by the committee.

" Rates of return calculated on net asset data representing stock-
holders' investment at the beginning of the year.

A Rates of return calculated on end-of-year net asset figures.
9 Prepared by Susan H. Dovell, Research Assistant, Economics

Division, Congressional Research Service, Library of Congress.
'0 Net loss.

11 Weighted average refers to total companies' return as a percent-
age of total companies' net assets.

'- Mathematical average is the average obtained by adding the
respective rates of return and dividing by the number of companies
shown, except that the foreign rates oft Shell and Standard of Ohio
are omitted to avoid distortion.

Note: Data in this table were supplied by the 10 major oil com-
panies in response to a questionnaire from the Senate Finance Com-
mittee asking for profit data from petroleum operations. 5 of the com-
panies reported profits on petroleum operations as requested. 5
companies reported total corporate profit data.

Of the 5 companies reporting total corporate profit. Mobil, Gulf,
Shell, and Standard of California all indicated that the nonpetroleum
portion of their business was relatively insignificant and its inclusion
should not therefore create any distortions In the data.

Source: Responsea from the 10 majoroil companies listed above to
a questionnaire from the Senate Finance Committee. The question as
stated by the Finance Committee was: "What was the overall rate of
return, after taxes, which your company realized on stockholders,
investment devoted to exploration, development, production. manu-
facturing, transportation and marketing of petroleum products iii the
United States (and abroad)?,"

11.6
10.0
12.0
5.2

(100+)
17.8

7.7
41.2

1.0
14.6
11.6 .
10.0.

10.8
11.4
10.9
5.2

100+
17.5
6.5

55.9

A~

12.8
12.1
11.4
4.9

100+
19.4
5.4

41.7Cl

11.8
11.4
10.8

7.9
100+

19.0
.6

55.2
NA

12.9
11.8
10.6

11.9
10.8
11.9

3.2
100+

17.3
;53.6

NA
11.4

12.4
10.1
11.0
1.2

100+
15.9
(3.2)

62.1
NA

11.4

13.0
10.9
11.7

7.0
100+

15.3
(6.7)
76.1

NA
13.5
12.0
9.2



TABLE 2.-NET INCOME, NET ASSETS, AND RATES OF RETURN FOR 10 MAJOR OIL COMPANIES. 1973. 1970. 1967. AND 1964

1973 1970 1967 1964

Company

Exxon:
Total ..................

United States 4 .........
Foreign' ................

Gulf:
Total ..................

United States ...........
Foreign .................

Mobil:
Total ..................

United States ...........
Foreign .................

Tiols tal ..................
United States ...........
Foreign .................

Shell:
Total .................

United States ...........
Foreign .................

Standard of California:
Total ..................

United States ...........
Foreign .................

Standard of Indiana:
Total .................

United States ...........
Foreign...........

Standard of Ohio:
Total .............

United States .........
Foreign .................

Net Net
income assets

2.300 1 12.254
830 4,716

1.470 7.538

'800 '5,569
226 3,029
574 2,540

'849 '5.715
275 2.775
574 2.939

9152 1e91.309
96 911
56 398

0333 9 ti2.925
370 2.920
(37) 5

'844 Ct5.806
184 3.468
660 2.338

'466 '3.722
381 2.629

bb 1.094

'69 '992
45 962
24 30

Rate of
return

(percent)

23 18.8
17.6
19.5
14.6
7.1

24.7

15.6
10.1
21.1

11.6
10.5
14.2

11.4
12.6

(100+)
2 15.3

5.5
30.4

i 13.1
14.98.4

7.0
4.6

79.7

Rate of Rate of
Net Net return Net Net return

income assets (percent) income assets (percent)

1,267 1 10.055
587 4,193
680 5.862

'6550 '5.279
359 3.270
191 2.009

'483 '4,540
247 2.513
235 2.027

'124 0" 1.245
110 982

14 264

'237 4112.668
249 2.667
(12) 1

'8455 I1=4.646
194 3,098
261 1,548

'320 03.039
258 2.188

62 851
v 68 6 bb6

60 846
8 20

: 12.6
14.0
11.6

1 10.7
11.0
10.0

10.9
10.1
12.0

9.9
11.2
5.2

8.9
9.4

(100+)
1 10.0

6.3
17.8

2 10.9
12.2

1.7
4 7.2

7.2
41.2

1,119 18.786
504 3.574
615 5,212

'568 $,4.412
391 2.753
177 1.659

•'385 '3,849
210 2.196
175 1.653

'155 11o1.134
141 954

14 180

'285 It 1.898
274 1.897

11 1

'409
191
218

'264
261

3

S71

14

4 1' 3.975
2.779
1.196

'2.733
2.090

644

'390
3bb
25

: 12.7
14.1
11.9

T 13.4
14.5
11.4

10.3
9.8

10.8

13.7
14.8

7.9

15.0
14.4

(100+)
2 10.6

7.019.0

29.8
12.4

5.6•

Net
Income

909
323
586

'395
267
128

'294
121
174

9 101
92

9

'198188
10

4308
165
143

'187
215
(26)

'4..'
34
8

Rate of
Net return

assets (percent)

'1.838
3.330
4.508

'3.591
2.420

1171

'3.325
1 788
1.536

"'0998
864
135

U 1.503
1.504

(1)
U 1: 3.398

2,402
996

'2.534
2.087

447

3 334
324

10

2111.6
9.7

13.0

'11.3
11.0
10.9

9.0
6.8

11.7

10.2
10.7

7.0

13.2
12.5

100+-

29.3
6.9

15.3

2 7.5
10.3
(6.7)

2 12.6
10.6
7b.1

06



Sun 01:•1
Total .. ...............

United States ...........
Foreign 1. ...............

Texaco:
Total ..................

United States...........
Foreign .................

10-company total:
Total.............

United States........
Foreign .................

'225 '1.845 12.2 '138 '1.612 8.6 ...................... ..........................
144 1.185 12.1 134 1.1b4 11.6 ...................................................

81 660 12.4 4 458 1.0 .. ..............................................................

111.292
454
838

0 7.584
3.925
3.659

7.330 47.721
3.005 26.520
4,325 21201

17.0
11.6
22.9

'1822 ,6.088
460 3.614
362 2,474

15.4 4.464 40.038
11.3 2.658 24.525
20.4 1.805 15.514

3113.5
12.7
14.6

6750 $4.905 415.3 '541 '4.031 '13.4
494 2.920 16.9 328 2.454 13.4
257 1.985 12.9 212 1.577 13.5

11.2 4.006 32.082 12.5 2.975 27.552 10.8
10.8 2.523 19.528 12.9 1.733 17.173 10.1
11.6 1.484 12.5b5 11.8 1.242 10.379 12.0

I Average of beginning and ending year. The allocation of petroleum net
assets between United States and foreign was calculated by determining the
relationship between total return on capital employed to the total return on
shareholder equity and applying the ratio thus obtained to total capital em-
ployed in the U.S. and Foreign operations. respectively.

3 All rates of return are calculated on average net assets.
Return on shareholders, equity. The total figures represent the return

for the total corporation. The breakdowns into U.S. and Foreign segments
returns are based on some arbitrary assumptions concerning the allocat on
of the corporation's financing and of headquarters' net assets and ad•imnls-
trative costs.

4 U.S. net income, assets, and rates of return are for petroleum and natural
gas operations only for all years. In 1973 petroleum profits represented
about 93 percent of total U.S. profits.

6 Foreign net income, assets and rates of return are for petroleum and
natural gas operations only for 1973. and for all Exxon foreign operations for
1964-70. Petroleum profits represent about 92 percent of 1973 total foreign
profits.

* All Income and asset data are for total corporate operations.
All rates of return are calculated on average net assets except for 1964

which is calculated on actual.
(Before extraordinary writeoff.
' All income and asset figures are for petroleum operations only.
"f The net asset data (stockholder's equity) used in computing the rates of

return were obtained by allocating Phillips' total stockholder's equity among
its operating segments on the basis of capital employed..

I All net asset data represent shareholders' investment at the beginning
of the year.

it All net asset figures are end-of.year figures.Sun Oil did not provide information for years prior to 1968.
Includes Puerto Rico.

Note: Data in this table were supplied by the 10 major oil companies In
response to a questionnaire from the Senate Finance Committee asking for
profit data from petroleum operations. Five of the companies reported
profits on petroleum operations as requested. Five companies reported total
corporate profit data.

Of the 5• companies reporting total corporate profit. Mobil. Gulf. Shell. and
Standard of California all indicated that the nonpetroleum portion of their
business was relatively insignificant and its inclusion should not therefore
create any distortions in the data.

However. due to these variations in reporting by the 10 companies, the 10-
company total figures at the end of the table represent only a general order of
magnitude of net income and assets and rates of return.

Source: Responses from the 10 major oil companies listed above to a ques-
tionnaire from the Senate Finance Committee. The question as stated by the
Finance Committee was: "'What was the overall rate of return, after taxes.
which your company realized on stockholders' investment devoted to ex.
ploration. development, production. mrtnufacturing. transportation, and
marketing of petroleum products in the United States (and abroad)?" Pre.
pared by Susan Dovell. research assistant. Economics Division. C eongrs-
sional Research Service, Library of Congress.



TABLE 3.-EFFECTIVE TAX RATES PAID BY 10 MAJOR OIL COMPANIES, 1964 TO 1973-INCLUDES ALL
TAXES, OTHER THAN EXCISE TAXES, PAID TO FEDERAL, STATE, LOCAL, AND FOREIGN GOVERNMENTS

1973 1972 1971 1970 1969 1968 1967 1966 1965

Total:
Exxod ..................
G u lf ....................
M obil ..................
P hillips ' ...............
S h e ll ...................
Standard of California.
Standard of Indiana....
Standard of Ohio......
S un ....................
Texaco .................

78.1
67.2
62.4
44.5
43.6
59.2
46.6
50.1
54.1
74.3

79.8
70.2
63.2
51.9
45.6
65.1
43.0
56.6
55.4
75.3

76.9
63.7
63.9
47.5
43.7
63.6
40.9
35.6
54.2,70.5

77.8
55.5
57.1
46.8
46.0
60.5
41.1
29.2
57.0
66.8

76.3
50.2
55.4
42.5
39.1
55.8
39.7
58.8
53.0
66.6

75.5
45.3
54.1
42.2
36.8
52.9
42.0
47.2
48.4
63.0

76.5
47.5
49.6
41.9
36.1
48.4
40.9
43.8

NA
61.9

76.4
46.4
48.5
42.3
38.032.5
39.8
44.1

SNA
NA

76.4
45.0
49.1
36.2
38.0
30.6
44.5
50.5

NA
NA

1964

74.9
43.2
e.7.8
34.4
35.7
31.2
39.1
48.5

NA
NA

10-company average ....
United States:

G u lf ..........................
M o b il ........................
P h illips I .....................
S h e ll .........................
Standard of California .......
Standard of Indiana ..........
Standard of Ohio .............
S u n ..........................
Texaco .......................
Exxon ........................

10-company average-......

70.3

41.0
41.5
50.0
44.0
49.2
41.6
48.5
50.5
37.2
42.3

28.5
38.9
48.6
45.7
44.8
46.0
56.2
47.7
35.6
40.8

30.7
45.9
52.8
44.0
45.6
48.1
31.0
47.5
35.3
41.3

66.6

31.6
44.1
50.5
46.1
44.6
48.1
26.6
48.3
36.6
43.7

26.9
38.9
45.3
38.3
34.9
44.2
59.4
42.0
30.3
40.2

19.4
34.7
45.8
36.2
36.3
48.3
46.7
37.7
25.7
40.5

62.4

29.6
39.7
45.1
35.8
36.5
40.6
43.0

NA
25.3
39.3

33.3
39.4
43.1
36.9
37.5
39.3
43.0

NA
NA

38.5

30.9
42.7
38.7
36.5
34.6
42.0
50.4

NA
NA

37.4

55.8

33.1
43.3
39.9
34.5
36.8
34.7
47.8

NA
NA

35.1

42.9 ................ 42.4 ...... 3. 35.6 ...... 31.6



Foreign: 8
Exxon ........................ 83.7 87.0 84.4 85.4 85.4 83.1 84.4
Gulf .......................... 72.1 88.0 79.1 73.2 69.6 67.0 67.9
Mobil ........................ . 67.9 71.3 71.3 65.5 67.0 66.4 57.8
P h illip s 3 .............................................................................
S h e ll ................................ .............................. ......
Standard of California... 61.4 71.2 69.3 67.4 66.0 61.7 55.6
Standard of Indiana ........ 61.3 22.1 10.1 4.8 ................ 57.7
Standard of Ohio 4 ...........
Sun 3 . . . . . . . . . . . . . . . . . . .  527....... 93.................
Texaco ....................... 80.5 84.6 80.5 79.3 79.4 81.6 .0.4

83.8
63.8
54.7

82.7
63.4
53.7

26.2 25.2
95.7 ........

. NA ...
NA .NA.14

NA

77.8 ................ 79.4 ................ 78.2 : ...............

I The rates of profitability of taxes for Phillips were recalculated
using the tax and income figures supplied by Phillips; however.
Phillips points out that the income shown includes earnings of com-
panies accounted for by the equity method, whereas the tax figures
do not include taxes paid by such companies. Hence, the taxes are
understated.

2This average includes total company income and total taxes
paid by the companies; since Exxon accounts for almost half of the
total taxes, the average tends to reflect Exxon's experience.

3 These companies had losses on foreign operations in certain
years not shown.

4 Foreign operations of these companies are, or were, relatively
insignificant, i.e., less than 5% of net assets.

Note: Data in this table were supplied by the 10 major oil com-
panies in response to a questionnaire from the Senate Finance Com-
mittee asking for data from petroleum operations. Five of the com-
panies reported profits on. petroleum operations as requested, 5
companies reported total corporate profit data. Four of the 5 corn-

70.4

panies reporting total profit data. Mobil. Gulf, Shell. and Standard of
California, all indicated that the nonpetroleum portion of their busi-
ness was relatively insignificant and its inclusion should not there-
fore create any distortions in the data..

Source: Responses from the 10 major oil companies listed above to
a questionnaire from the Senate Finance Comnttee asking for the
rate of profitability to taxes, other than excise taxes. The responses
to this question showed net income, taxes (other than excise taxes).
and the ratio between net income after tax and the sum of net income
after taxes and taxes (other than excises) paid to Federal. State and
local governments and to foreign governments. The reciprocal of
this ratio is the ratio between total taxes (other than excises), paid
to Federal, State and local governments and to foreign governments,
and the sum of such taxes and after-tax net income. i.e.. the effec-
tive overall tax rate paid by the 10 companies to all governments.
This reciprocal is shown above in the tables. Caution: This is not the
effective tax rate paid to the U.S. Government.

10-company average .....

81.3
56.8
50.4

23.

NANA



TALE 4.--RATES OF PROFITABiLITY to SALES, OF TAXES, ANO OF EMPLOYED CAPITAL 1ýON 10 MAJOR
OIL COMPANIES. 1973. 1970, 1967 AND 1964

(In mliQons of dollars

Rate of
Rate of Rate of profitability

profitability Taxes (other profitability Employed of employed
Company Net income Sales of sales than excise) of taxes capital capital

1973
Exxon:

Total .....................

United States 2 . . . . . . . . . ...
Foreign 3 ....................

Gulf:
T otal ......................

United States ..............
Foreign .....................

Mobil:
Total ......................

2.300

830
1,470

S800

226
574

5849

26.750

7.265
19.485

89,836

4619
5,217

811.526

8.6

11.4
7.5

81180

608
7,572

13,779 418.4

57.7 4.877 17.2
16.3 8,902 19.1

- ~ ~

8.1 8 1.641 32.8 '7,670 ' 11.7 0',

4.9 157 59.0 3.885 6.3
11.0 1.484 27.9 3.785 17.5

7.4 8 1.409 37.6 "610,690 4 "13.8

United States ...............
Foreign .....................

Phillips:
Total .....................

United States..............
Foreign .....................

Shell:
Total ......................

United States..........

275
574

* 52

96
56

'333

7
7

3,930
7,596

'62,270

1,861
409

84.932

.0 195 58.5 4,894 8.8

.6 1.214 32.1 5.797 3 19.3

'5.8

5.1
9.0

6.7

8 122

97
24

8257

" 55.5 's.1860 " 9.4

50.0 1.295 8.6
70.0 565 11.2

56.4 81

370 4,932 7.5 '291

"3.951 49.2

3.946 10.256.0



r~

Foreign ...... .......

Standard of California:
Total ......................

United States..........
Foreign ............... ....

Standard of Indiana:
Total .....................

United States ....
Foreign ...................

(3 7) ..... ............. ............

i " 544 51U7,762 10.9

(34)

6 u 1,226

52.4 4

40.8 s 111 26,870

(100+)

'13.5

184 3,538 5.2 178 50.8 4,220 5.1
. 660 4.224 15.6 1,048 38.6 2,650 27.2

'466

381
86

* 5,697

4.663
1,033

8.2

8.
8.

'408 53.4 44.967 410.7

2 272 58.4 3,401 12.4
3 136 38.7 1,566 6.8

Standard of Ohio:
Total .................. ...

United States ...............
Foreign ..... ..... ..... ..

Sun Oil:
Total ............... ......

United States ..............
Foreign "I ..... .............

Texaco:
Total ....... ..............

United States ...............
Foreign .....................

10-Company total:
Total 20 ....................

United States ...........
Foreign ........... .......

• 1.225

45
7

0 225

144
81

1,181
44

'2,201

LIMo
341

&292 $1111.248

454
838

5.306

1.005
1,302

4,304
6,944

83,403

38.153
45,249

4.3

3.8
16.9

10.2

7.7
23.9

11.5

10.5
12.1

8.8

7.9
9.5

'52

42
10

19265

146
119

S3.736

269
3,467

17,286

2,255
15,030

49.9 •'4 1,419 (3)

51.5 1.419 65.1
41.9 (") (2)

45.9

49.5
40.8

25.7

62.8
19.5

29.7

57.1
22.2

01&2.735 '9.1

2,023 8.1
712 11.8

9'69,251 414.8

4.729 10.4
4.521 19.3

63.192 (12)

34.689 ................
28,502 ................

See tootntes &t WWd oa table, p. 13M

.

.



TABLE 4.-RATES OF PROFITABILITY OF SALES, OF TAXES. AND OF EMPLOYED CAPITAL FOR 10 MAJOR
OIL COMPANIES. 1973. 1970. 1967 AND 1964--Continued

tIn millions of dollars)

Rate of Rate of
profitability Taxes (other profitablity Emph

Conpany Net income Sales of sales than excise) of taxes La.a

Rate of
profitability

oyed of employed
petal capital

1970
Exxon:

Total ...................... 1.267 17,842 7.1 4.447 "22.2 12,765 4 11.1

U n ited States 2 . . . . . . . . . . . . . .  587 5,491 10.7 460 56.1 4,754 12.5
Foreign ' ................... 680 12,351 5.5 3,987 14.6 8,011 10.3

Gulf:
Total ...................... $550 36.597 8.3 $687 44.5 '7,397 48.7

United States ............... 359 3.881 9.3 166 68.4 3.991 9.8
Foreign ..................... 191 2.716 7.0 521 26.8 3.406 7.4

Mobil:
Total ..................... '483 $7,369 6.6 3639 43.0 67,921 49.8

United States ............... 247 3,024 8.2 195 55.9 4.105 9.0
Foreignn ..................... 236 4,345 5.4 444 34.5 3,816 10.8

Phillips:
Total ...................... '9124 '61,772 7 6.3 '1109 "953.2 611,791 48.1

United States ............. 110 1,618 6.6 112 49.5 1,412 9.0
Foreign .. ................. 14 154 3.1 (3) 127.3 379 4.8

Shell:
Total .................... . 237 33,621 6.6 '202 54.0 3 I 3.379 47.7

United States .............. 249 3,621 6.9 ' 213
Foreign .................... (12) ( ) .............. . (12)

Standard of California:
Total .................. . .455 s" 4.386 10.4 "'v 696

53.9 3,378 8.0
51.5 1 (100+)

39.5 s 11 1-5,392 4 9.2



United States ................ . .. 194 2,679 7.2 156 55.4 3,570 5.8
Foreign .................... 261 1,707 15.3 540 32.6 1.822 16.2

.,o

.,1.

65320

258
62

'4,216

3,666
550

7.6 6 243 58.9 64,056 48.9

7.0 240 51.9 3,049 9.5
11.2 3 95.2 1,007 7.1

Standard of Indiana:
Total ......................

United States ..............
Foreign ......... ..........

Standard of Ohio:
Total ......................

United States...............
Foreign .............. ......

Sun Oil:
Total .............. .......

United States ...............
Foreign 16 ...................

Texaco:
Total ......................

United States ..............
Foreign ....................

10-Company total:
Total o....... ............

United States ..............
Foreign .............. .....

1967
Exxon:

Total ................ .....

United States- . . . . . . . . . .

Foreign .....................

'138 01,686 8.2

134 1.503 8.9
4 183 2.4

3822

460
362

4,457

2,659
1,798

1.119

504
615

3:76.239

3.092
3.147

54,774

29.621
25,153

13.2

14.9
11.5

8.1

9.0
7.1

14.165 7.9

4,378 11.5
9.787 6.3

6183

125
58

51.654

266
1.388

8.882

1,955
6,926

3.642

326
3.316

70.8 6 14 J. 188 45.7

73.4 1,177 5.5
39.7 11 29.6

43.0 s 2,299 46.7

51.7
7.0

33.2

63.4
20.7

33.4

57.6
20.6

",23.5

60.7
15.6

8.4
1.6

1,721
578

S1147.190

4,159
3.031

'12.0

11.6
12.5

53.367 (±3)

31.316 .... ...... ...
22,051 ........ .......

10,285

3.861
6.424

' 11.7

13.1
10.9

S" footnotes at end of table, p. 17.

'163 '61.071 5.9 626

60 1,046 5.8 22
3 25 10.7 4



TABLE 4.-RATES OF PROFITABILITY OF SALES. OF TAXES. AND OF EMPLOYED CAPITAL FOR 10 MAJOR
OIL COMPANIES, 1973. 1970. 1967 AND 1964--Continued

[in millions of dollars)

Rate of
profitability

Sales of sales
Taxes (other
than excise)

Rate of
profitability

of taxes a

- Rate of
profitability

Employed of employed
capital& capital

1967
Gulf:

Total....... . ..........

United States ..........
Foreign ....... .............

Mobil:
T ota l .... .................

United States ..............
Foreign.... ......... ......

Phillips:
Total .... .................

United States ...............
Foreign ........ ............

Shell:
Total ......................

s578 #5.110 11.3 s524 52.5 '5,452

412 NA NA 173 70.4 3,306
166 NA NA 351 32.1 2.146

'385

210
175

o 155

141
14

'285

'5,899

2.518
3.381

61,646

1,534
112

&3,088

6.5

5.35.2

78.9

8.9
9.1

9.2

5379

138
240

'112

116
(3)

'161

60
42.

1s 58.1

4 11.4

NA
NA

.4 s6.224 -69.4

.3 3,346 8.8

.2 2.878 10.4

ss61.668 4 10.4

54.9 1.404 11.1
127.3 265 6.4

63.9 "02,451 * 12.3

United States ...........
Foreign ....................

Standard of California:
Total .....................

United States ..............
Foreign .....................

Standard of Indiana-
Total..........

274
11

3,059
29

9.0
36.7

153
8

6'"409 It 3,467 11.8 1"383

191 2.391 8.0 110
218 1,076 20.3 273

64.2 2,450 11.8
56.9 1 100+

51.6 $11134.530 '69.9

63.5 3.267 6.5
44.4 1.263 18.5

'264 63.376 7.8 '183' 59.1 3.296 '8.8

Company Net income

50.

s 264 * 3.376 7.8 Is 183 59.1 s 3,296 4 8.8



United States ................ 261 .,083 8.5 178 59.4 2.615 10.8
Foreign ..................... 3 293 1.2 5 42.3 682 .8

Standard of Ohio:
Tot•l .. . 63 533 11.8 4149 56.2 011,466 14.5

United States.............. 57 492 11.6 43 57.0 443 13.6
Foreign ..................... 6 41 14.6 6 49.2 23 31.7

Sun O il 21 ............................ ....................................... . . . ....... ................... .......................................
Texaco:

Total ...................... 5750 s1 5.164 14.5 31.220 38.1 3 It 5.805 ' 13.4

United States ............... 494 2.651 18.6 167 74.7 3.412 14.9
Foreign .................. 257 2.513 10.2 1.053 19.6 2,393 11.1

10-Company total:
Total o...................

United States.............
Foreign ...... ..............

1964
Exxon:

Total ..................

United States 2 ... . . . . . . . . .

Foreign 3 ...................

Gulf:
Total .....................

United States ..........
Foreign ....................

Mobil:
Total .....................

United States ...........
Foreign ...... .............

See footnotes at end of tab*. p. 17.

4,002

2.544
1,459

037,297

20,106
17,191

010.7 6.647 37.6 40.154 (•)

12.7 1,404 64.4 24.104 ...............
8.5 5.243 21.8 16.052

909 11.612 7.8 2.717 "925.1 8.550 ' 11.5

323 3,652 8.8 175 64.9 3,429 9.5
586 7.960 7.4 2.542 18.7 5,121 12.8

'395 63,504 10.4 &300 56.8 $4,075 4 10.4

267 NA NA 132 66.9 NA NA
128 NA NA 168 43.2 NA NA

8294 & 4,597 6.4 '269 52.2 '4.944 8.3

121 2,048 5.9 92 56.7 2,641 6.0
174 2.549 6.8 177 49.6 2.303 11.5



TALL 4.---RATLS OF PROFITABILITY Of SALLS, OF TAXL•. AND OF LMI'LOYED CAI'IIAL FOR 10 MAJOR

OIL COMPANIES. 1973. 1970. 1967 AND 1964- Continued

[in millions of dollars]

Rate of
Rate of Rate of profitability

profitability Taxes (other profitability Employed of employed
Company Net income Sales of sales than excise) of taxes - capital capital

1964
Phillips:

Total ..................... s101 '1,122 78.6 1953 11165.6 s '1,184 48.9

United States ............... 92 1.075 8.3 61 60.1 1,025 9.4
Foreign ..................... 9 47 13.9 (9) NA 160 6.2

Shell:
Total ...................... $198 s2,340 8.5 s110 64.3 s1@1,776 '11.5

United States ............... 188 2.304 8.2 99 65.5 1.777 10.9
Foreign ..................... 10 36 27.9 11 48.3 (1) 100+

Standard of California:
Total ...................... 3308 s112,494 " 12.4 6" 140 "368.8 t, u3,614 418.9

United States .............. 165 2,020 8.2 96 63.2 2.594 6.6
Foreign ..................... 143 474 30.2 44 76.5 1,020 15.2

Standard of Indiana:
Total ...................... • 187 * 2,772 6.7 • 120 60.9 * 2,905 '6.4

United States .............. 215 2,644 8.1 114 65.3 2,458 8.7
Foreign ..................... (28) 128 (21.9) 6 (126.1) 447 (6.3)

Standard of Ohio:
Total ..................... b 40 '449 9.0 '38 51.5 "14370 '11.2

United States............ 34 416 8.3 32 52.2 363 9.9
Foreign ..................... 6 33 17.6 6 47.9 8 77.3

S u n O il 21 . ............. . ..... . . ................................... .. ........ ............. . .. .. ..... ............ .. ........-.. ...



Texaco:
Total................

United States ..............Foreign ................

10-Company total:
Total 2' .................

United States ..............
Foreign ................

$541

328
212

2,967

s -3,631

2.108
1.523

2328,984

14.9

15.6
13.9

010.2 -

19733 16,267 10.7
1,234 12,717 9.7

NA

NA
NA

3,741

801
2.939

NA 4 "14.463

NA
NA

44.2

4 12.3

2,796 11.9
1.667 12.8

27.799 (21)

68.4 17.083............
29.6 L0,717 ............

1 The rate of profitability of taxes is the ratio of profit alter taxes to profit
before taxes.

. U.S. net income, sales, taxes, and capital employed data are for petroleum
and natural gas operations only.

Foreign net income, sales, taxes and capital employed data are for pe-
troleum and natural gas operations only for 1973, and for all Exxon foreign
operations for 1970. 1967. and 1964.

4 Based on adjusted net income (i.e.. includes after tax interest effect ofIong term debt.)s Net irncme, sales. ta*.es. and employed capital figures are total corpo-

rate figures.
Net incom.•. sales, taxes and employed capital figures are for petroleum

operations only.
; Net income used for this calculation excludes the company's portion of

the earnings of companies accounted for by the equity method since the
sales of such companies are not included in the company's financial
%tatements.

* Comprises storlkholder's equity plus long-term debt.
U.S. taxes exc.lude that portion of U.S. taxes incurred in foreign oper-

ations tir the years 1970 and 1973. These amounts are shown as foreign
taxes.

' Lmployeil capital shown is beginning of the year balance of %hareholders"
investment arid long term debt.

'*Company and majority-owned subsidiaries only.
lthclu ling long-term debt.

' Ratios for years prior to 1967 not comparable to later years due to-cona
solidation of certain European affiliates in 1967.

i' Average borrowed and invested capital.
IL Defined as total assets less current abilities.
ii Foreign data includes Puerto Rico.Sales revenue excludes gross Income from services, equity in net income

of nonsubsidiary companies, dividends, interest and other net income,
whereas net income is applicable to all sources.in Average invested capital.

to The rates of profitability of taxes for all years for Exxon and Phillips were
calculated using the iiiconlt arid tax data supplied by the, two companies.

-" The domestic data supplied by Standard of Ohio is included in the total
figures for the 10-compariy total. even though foreign data was, not available.

.i No data was provided by Sun Oil for years prior to 1968.
-Since the adjusted net income figures for each individual company used

for these calculations are not given. it is not possible to determine the rate
of profitability of employed capital for the 10.company total.

; Since U.S. and foreign breakdowns of Gulf's sales data are not available
prior to 196d. Gulf has not been included in the 10.cornpany total sales
column for 1967 and 1964. in order that the total. U.S. and foreign rates of
profitability of sales will be comparable.

4 Without the $150.000.000 foreign currency translation factor in 1973.
the foreign return would have been 14.8 i)ercent and worldwide 11.6 percent.ýý Subsequent to the sale of all Canadian assets in 1972. the capital em-
ployed consists of art insignificant amount related to Standard of Ohio's
five-twelfths of 1 percent interest in the Iranian oil consortium. A calculated
return on capital employed for 1973 would be meaningless as to foreign
operations.

* Negligible.
Note: Data for this table have been supplied by 10 major oil companies in

response to a Questionnawre from the Senate Finance Committee. asking for
rates of profitability of sales, of taxes, other thAn excise taxes, and of total
investment. including borrowed capital. 4 of the companies reported this
information for petroleum operations only. while 6 reported total corporate
operations. (See headnote to table I for explanation of these differences.)

In addition, in determining the rates of profitability of employed capital.
the companies based their ri-tes on adljusted not income to include the
interest on borrowed capital. Since the adjusted net income figures used for
these calculations are not given, it was not possible to determine the rates
of profitability of employed capital for the 10.Company total.

Source: Responses from 10 major oil companies to a questionnaire from
the Senate Finance Committee. The question was slated "'What is the rate of
profitability to sales? To taxes, other than excise taoes? To total investment.
including borrowed capital?"



TABLE 5.-SELECTED FINANCIAL DATA, DIVIDED INTO DOMESTIC AND FOREIGN OPERATIONS OF 10 MAJOR
OIL COMPANIES FOR 1973 AND FOR 10-YR. PERIOD, 1964-73

(in millions of dollars]

Expto-
Net ration

income expense

Ad-
justed
earn-ings
(col.

umns 2
and 3)

Capital
re-

covery

Ad-
justed
earn-
ings
and

capital
re-

covery
(col-

umns 4
and 5) '

Capital expenditures and ex
ploration expense as per
cent of

Net
income
(I+2)

Ad-
justed
earn-
ings

(1-s.-4)

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Exxon:
Total

1973

..2,417

Domestic ........
Foreign....

Gulf:
Total .......

863 830 108 938
1,554 1,470 148 1,618

. 940 800 156 956

256 2,556 1,028 3,584 105.1 94.5 67.4

280 1,318 104.0 92.0 65.5
648 2,266 105.3 95.4 68.1

610 1,566 117.5 98.3 60.0

2,300

Domestic
Foreign

562 226
378 574

57 283 372 655 248.7 198.6 85.8
99 673 238 911 65.9 56.2 41.5

Company

Capitol
expend-

itures
and

explo-
ration

expense

Ad-
justed
earn-

ings
and

capital
re-

covery
(1 -1-6)



Mobil:"
Total ... 1,341 834 152 995 495 1,489 159.1 134.8

719 274 65 339 286
622 569 87 656 209

624 262.6 212.3 115.2
865 109.3 94.7 71.9

Domestic ............
Foreign .............

Phil lips: 2
Total'..............

Domestic ............
Foreign .............

Shell:
Total ..............

Domestic ............
Foreign .............

Standard of California: 4

Total ..... ........

Domestic ............
Foreign .............

Standard of Indiana: 2
Total ..............

Domestic.......
Foreign .............

See footnotes *t end of tlAde p 73.

90.1

., ... o . . . . . . .°

,, ... ... .° o .°.• o..

• . o . .. °. . . . . , . .

. . . . .... . . . . o. °. . °

. . . . .. . .. , . ,. . .

. .. ... . .o• . , . ,..•

.. . .... . .°.. . .° . ,. .

° °. . o . o. °. , . . . . . .

. 342 152 3 18 170 187 357 225.0 201.2 95.8

166 96 11 107 136 243 174.0 155.6 68.5
176 56 7 63 51 114 312.0 278.6 154.4

691 333 110 443 441 885 207.5 156.0 78.1

622 370 82 452 408 861 168.0 138.0 72.0
69 (37) 28 (9) 33 24 ................ 285.0

* 895 844 158 1,002 406 1,408 106.0 89.3 63.6

• 562 184 84 268 315 583 305.0 210.0 96.0
333 660 74 734 91 825 50.0 45.0 40.0

* 1,038 467 204 671 404 1,075 222.3 154.7 96.6

* 638 381 118 499 305 804 167.5 127.8 79.3
* 400 86 86 172 99 271 466.1 232.2 147.5

0"



TABLE 5.-SELECTED FINANCIAL DATA, DIVIDED INTO DOMESTIC AND FOREIGN OPERATIONS OF 10 MAJOR
OIL COMPANIES FOR 1973 AND FOR 10-YR. PERIOD, 1964-73--Continued

[In millions of dollars)

Explo-
Net ration

income expense

Ad-
justed
earn-
ings
(col-

umns 2
and 3)

(1) (2) (3) (4)

Capital
re-

covery

Ad-
"justed

earn-
ings
and

capital
re-

covery
(col-

umns 4
and 5) 6

Capital expenditures and ex-
ploration expense as per-
cent of

Net
income
(1i2)

Ad-
justed
earn-

ings
(1-.4)

Ad-
justed
earn-
ings
and

capital
[re-

covery
(1 +6)

(5) (6) (7) (8) (9)

Standard of Ohio: 2
Total ..............

Domestic ............
Foreign.............

Sun Oil: 2

Total ..............

179

179

........... 325

53

45
8

225

1 54 51 105 337.7 331.4 170.4

1 46
8

51 97 401.1 391.4
8 .... ... ... ..

47 272 180 452 144.4

Domestic.........
Foreign ..........

....... 214 144
111 81

33 177 150
14 95 30

Company

Capital
expend-

itures
and

explo-
ration

expense

1973

0

185.8

71.9119.4

327
125

148.6
137.0

t

120.9
116.8

65.5
88.6



Texaco:
Total .....................

Dom estic ...................
Foreign ....................

1964-1973
Exxon:

Total ..........

United States...
Foreign.........

Gulf:
Total ..........

United States...
Foreign .........

Mobil:
Total ..........

United States...
Foreign.........

Phillips: 2

Total ..........
United States...
Foreign .........

See footnotes at end of table p. 23

.......... 1,334 1,292 61

.......... 907 454 61

.......... 427 838 .......

1,353 551

515 339
838 212

1,904

854
1,050

103.2

199.9
50.9

98.5

176.2
50.9

70.0

106.2
40.6

..................... 17,497 13,119 2,231 15,350 7,955 23,305 133.3 113.9 75.0

..................... 7,043 5,579 1,269 6,848 3,261 10,109 126.2 102.8 69.7

..................... 10,454 7,540 962 8,502 4,694 13,196 138.6 123.0 79.2

..................... 8,671 5,490 1,120 6,610 4,357 10r967 157.9 131.1 79.0

..................... 4,803 3,394 514 3,908 2,776 6,684 141.5 122.9 71.9

..................... 3,868 2,096 606 2,702 1,581 4,283 184.5 143.2 90.3

..................... 8,330 4,683 1,150 5,833 3,558 9,392 177.8 142.8 88.6

..................... 4,702 2,145 567 2,712 2,114 4,826 219.2 173.4 97.4

.................... 3,628 2,538 583 3,121 1,444 4,566 142.9 116.2 79.5

.................... 2,738 1,290 3 134 1,423 1,535 2,959 212.2 192.4 92.5

.................... 1,831 1,124 84 1,208 1,178 2,386 162.8 151.6 76.7
.......... 907 166 50 215 357 573 547.0 421.1 158.4

3.



TABLE 5.-SELECTED FINANCIAL DATA, DIVIDED INTO DOMESTIC AND FOREIGN OPERATIONS OF 10 MAJOR

OIL COMPANIES FOR 1973 AND FOR 10-YR. PERIOD, 1964-73--Continued

[In millions of dollars]

Capital expenditures and ex-
ploration expense as per-

Ad- cent of
ousted - tca. n-

Capitalexpend-
itures

and
explo-
ration

expense
Comoanv

Explo-Net ration
income expense

Ad-justed
earn-

ings
(col-

umns 2
and 3)

Capitalre-
covery

ea, n.ingsand
capital

re-
covery

(col-
umns 4
and 5) 6

Netincome
(1 -_4)

Ad-lusted
earn-
ings

(1-:-4)

lusted
earn-
ings
and

capital
re-

covery
(I --t-6)

1964-1973
Shell:

Total ...................

United States ............
Foreign ..................

....... 6,461 2,650 876 3,526 3,265 6,791 243.8 183.2 95.1

..... 6,282 2,709 -794 3,503 3,177 6,680 232.0 179.0 94.0

...... . 179 (59) 82 23 88 111 ... .. 700+ 161.0

Standard of California":
Total ............................... 79277 4,718 1,204 5,922 3,046 8,968 154.2 122.8 81.1

United States ................. 5,071 1,939 799 2,738 2,500 5,238 261.0 185.0 97.0

Foreign .................. 2,106 2,779 405 3,184 546 3,730 76.0 66.0 56.0

a,%
..... r- •- (1) (2) (3) (4) (5) () • J o •



I 6,617 2,971 1,514 4,485 2,987 7,474 222.7 147.5 88.5

4,573 2,619 958 3,577 2,507 6,085 174.6 127.8 75.2
2,044 352 556 908 480 1,389 580.9 225.0 147.2

Standard of Indiana: I
Total ............

United States.....
Foreign ...........

Standard of Ohio: 2
Total ............

United States .....
Foreign ...........

Sun Oil: 2 s
Total ............

United States.....
Foreign ...........

Texaco:
Total ............

United States.....
Foreign ...........

40 525 385 911 233.6 215.8 124.3

* 1,109 431 32 463 366 830 257.2 239.2 133.6
* 24 54 8 62 19 81 43.6 37.9 29.1

* 2,006 982 291 1,273 830 2,103 204.2 157.5 95.4

. 1,508 884 215 1,099 697 1,796 170.5 137.2 84.0
498 98 76 174 133 307 508.1 286.2 162.2

. 9,407 8,033 545 8,576 3,423 12,000 117.1 109.6 78.3

* 5,970 4,415 542 4,956 2,171 /,127 135.2 120.5 83.8
• 3,437 3,618 3 3,620 1,252 4,873 95.0 94.9 70.5

'Figures for 1973 are estimates. Source: Responses from the 10 oil companies listed above to a
2 Data for petroleum operations only. questionnaire from the Senate Finance committee. The question was
'Net of tax benefit, stated "What is the total of exploration expense and capital invest-
* Data other than net income is for company and majority owned ment in petroleum assets, in dollars, year by year? What is the ratio

subsidiaries only. between your total cash income (generated by earnings, depreciation,
3 6-year total, 1968-73. depletion allowance, etc.) and your total investment in petroleum
* Represents cash flow. assets. including exploration expense?"
Note: Cash flow must cover not only capital expenditures, but also

the working capital needs and dividend requirements. For qualifica-
tion of data, please refer to headnote on table 8.

. 1,133 485



TABLE 6.-PROJECTED I U.S. OPERATIONS CAPITAL AVAILABILITY FOR 10 SELECTED OIL COMPANIES WITH RETURN
ON INVESTMENT AT 1964-73 AVERAGE J

Rate
of

return In millions of dollars
(per-.----------- -- _

Company cent) 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 '1984 1985 Total

Texaco 3 .................... 14.0 930 822 876 935 998 1,064 1.135 1,214 1.295 1.384 1.479 1.579 130711
Gulf ..................... 11.7 640 712 791 879 976 1.064 1,156 1.253 1.356 1.465 1.580 1.700 13.572
Standard of Ohio 4 .......... 7.3 136 145 155 164 174 184 194 205 215 226 237 248 2,283

Standard of California ...... 6.9 773 860 957 1.065 1.187 1.'17 1.229 1.373 1.526 1.699 1,894 2.108 15.788
Standard of Indiana s ....... 12.0 502 537 572 612 654 698 747 797 851 909 972 1.038 8.889
Sun ......................... 6.8 285 301 324 347 389 417 444 476 509 544 581 622 5,239

Shell ........................ 12.2 867 936 879 942 1,007 1.064 1,134 1.196 1.268 1.340 1.419 1.505 13.557
Exxon 4 ..................... 10.5 1.291 1,431 1,580 1,742 1.918 2.109 2.319 2,545 2.793 3,061 ;3.356 3.675 27,820
Phillips .................... 11.7 3.715 223 235 248 263 279 295 313 331 350 371 392 415
Mobil ....................... 9.3 465 510 534 560 588 615 644 675 708 743 778 815 7,635

Total ....................... 112.209 6.112 6.489 6.916 7,509 8.170 8.627 9.315 10.065 10.871 11.742 12.688 13.705

'These figures have been projected by the above companies in accordance additions to working capital have been added back in to facilitate corn-
with several hypothetical assumptions required hy the committee's ques- parability with other data.
tionnaire. and do not take into account the effects of variables such as eco- * Figures provided by company have been rounded to millions of dollars.
nomic conditions or governmental regulation. Therefore. the above data D Data based on domestic petroleum operations only.
should be considered only as a model of possible, rather than actual. capital 'Data based on domestic petroleum and natural gas operations only.
availability.

Avdilable capital includes funds generated from earnings (after divi- Source: Data extracted from oil company responses to a questionnaire
dends), capital recovery, and borrowings. from the U.S. Senate Finance Committee. Prepared by Richard G. Howard,

3 Figures for company originally subtracted from available capital as economic analyst. Congressional Research Service, Library of Congress.



TABLE 7.-.PROJECTEOt U.S. OPERATIONS CAPITAL AVAILABILITY FOR 10 SELECTED OIL COMPANIES WITH RETURN ON INVESTMENT AT 1I! TIMES
1964-73 AVERAGE a

Company

Rate
of

returns
(per-
cent) 1974 1975 1976 1977

Texaco' .................... 21.0 1,132
Gulf ......................... 17.6 758
Standard of Ohio 4 .......... 11.0 180

Standard of California ...... 10.5 788
Standard of Indiana& ....... 18.0 627
Sun ......................... 10.2 403

Shell ........................ 18.3 937
Exxon ' ..................... 15.8 1.749
Phillips ..................... 17.55 5.222
Mobil ....................... 14.0 530

Total ..................... 168.964

In millions of dollars

1978 1979 1980 1981

1,074 1.184 1.307 1,444 1.595 1.764 1.951
873 1,005 1.156 1,329 1.505 1:700 1.917
196 213 230 249 268 288 309

876 975 1.085 1.208 1.344 12497 1.518
694 765 846 934 1.030 1:138 1.257
441 487 537 592 654 719 793

1.088 1,116 1.168 1.280 1.388 1,515 1.6432.020 2.328 2.678 3.078 3,532 4.046 4.632
263 285 311 339 368 400 435606 650 697 747 801 857 920

7.367 8.153 9.034 10.043 11.29 12.517 13.959

1982 1983 1984 1985 Total

2.159 2.389 2.647 2.931 21.5772.160 2.428 2,728 3.060 20.619
330 353 376 401 3.392

.629 1.818 2.026 2.256 17,020
1.388 1.532 1,691 1.868 13.770

875 964 1.064 1,171 8.700
1.785 1.937 2.102 2.2881 18,2415.299 6.056 6.917 7.95 50,230

473 515 560 613 663
985 1,056 1.132 1,212 10.193

15,413 17,125 19.093 21,293 23.738

A These figures have been projected by the above companies in accord-
ance with several hypothetical assumptions required by the committee's
questionnaire, and do not take into account the effects of variables such as
economic conditions or governmental re ulation. Therefore the above data
should be considered only as a model of possible, rather than actual, cap-
ital availability.

2 Available capital includes funds generated from earnings (after divi-
dends), capital recovery, and borrowings.

a Figures for company originally subtracted from available capital as ad-

ditions to working capital have been ad4Jd back In to facilitate comnpara-
bility with ofthe data.

4 Figures provided by company have been rounded to millions of dollars.
8 ODta based on domestic petroleum operations only.
* Data based on domestic petroleum and natural gas operations only.
Source: Data extracted from oil company responses to a questionnaire

from the U.S. Senate Finance Committee. Prepared by Richard 0. Howard,
economic analyst, Congressional Research Service, Library of Congress.
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TABLE 8.-PROJECTED TOTAL DOMESTIC CAPITAL AVAILABIL-
ITY FOR A GROUP OF SELECTED U.S. OIL COMPANIES,
1974-851

[In millions of dollars)

Total capital availability-

With return on With return on
investment at Investment at

1964-73 Vi•times 1964-
Year average 73 average

1974 .................................. 6,112 7,367
1975 .................................. 6,489 8,153
1976 .................................. 6,916 9,034
1977 ................................. 7,509 10,043
1978 .................................. 8,170 11,229
1979 .................................. 8,627 12,517
1980 .................................. 9,3 15 13,959
1981 .................................. 10,065 15,413
1982 .................................. 10,871 17,125
1983 .................................. 11,742 19,093
1984 .................................. 12,688 21,293
1985 .................................. 13,705 23,738

Total, 1974-85 .................. 112,209 168,954

Average group rate of return on net
assets (percent) .................... 10.3 15.4

I These figures have been projected by the above companies in accordance with
several hypothetical assumptions required by the committee's questionnaire. and
do not take into account the effects of variables such as economic conditions or
governmental regulation. Therefore, the above data should be considered only as
a model of possible, rather than actual, capital availability.

Source: Data extracted from oil company responses to a questionnaire from the
U.S. Senate Finance Committee. Prepared by Richard G. Ho,,ard, economic analyst.
Congressional Research Service, Library of Congress.

Note: Several companies' figures show inconsistencies in the growth of available
capital. These inconsistencies are attributable to 2 things: (1) Several companies
were above (or below) a level of borrowing that would make their debt/equity ratio
33 percent. By lowering (or raising) their debt positions to conform with tMe as-
sumed debt!equity ratio of 33 percent, several firms' available funds fluctuated
between 1975-76. (2) The methods used by the individual companies to determine
borrowings were not always consistent or in compliance with the assumptions
prescribed in the committee's questionnaire. Several companies submitted nu-
merous qualifications with their responses while others made no attempt to epl 3min
the methodology used in making their calculations. For this reason it has not been
possible to evaluate the accuracy or compatibility of the data supplied.

Table I sets forth the aggregate figures for projected capital availability of the
10 companies that responded to question 6. The average group rate of return on net
assets is simply an arithmetic average obtained by adding the given rates of return
and dividing by 10.



TABLE 9.--RATES OF RETURN ON EMPLOYED CAPITAL FOR 10 MAJOR OIL COMPANIES, 1964 TO 1973

[In millions of dollars]

1973 1972 1971 1970 1969 1968 1967 1966 1965 1964

Total:
Exxon ........................ 18.4 12.6 12.4 11.1 11.2 11.9 11.7 11.9 11.4 11.5
Gulf .......................... 11.7 6.8 8.4 8.7 10.1 11.0 11.4 11.2 10.5 10.4
Mobil ........................ 13.8 10.1 10.1 9.8 9.8 9.8 9.4 9.2 8.7 8.3
Phillips ...... ............. 9.4 7.9 8.1 8.1 8.4 8.9 10.4 10.1 9.0 8.9
Shell ......................... 9.2 8.0 7.6 7.7 9.5 11.8 12.3 12.3 12.9 11.5
Standard of California ....... 13.5 9.5 9.6 9.2 9.6 10.1 9.9 10.1 9.7 8.9
Standard of Indiana .......... 10.7 9.0 9.3 8.9 9.1 9.0 8.8 8.1 7.3 6.4
Standpi-d of Ohio ........... 5.1 2.6 5.3 5.7 5.9 14.4 14.5 11.8 11.0 11.2
Sun ...................... 9.1 7.0 7.2 6.7 7.8 8.7 NA NA NA NA -t.
Texaco ....................... 14.8 11.2 12.2 12.0 11.8 13.4 13.4 12.9 12.6 12.3

Weighted average '.. ....... 13.6 ............... 9.7 ............... 11.2 ................ 10.2
Arithm etical average ..... 11.6 ................ 8.8 .... .......... 11.3 . ........... .. 9.3

United States:
Gulf .......................... 6.3 8.7 9.2 9.8 11.3 12.2 NA NA NA NA
Mobil ....................... 8.8 8.0 8.1 9.0 9.7 9.2 8.8 7.6 7.2 6.0
Phillips .................. .. 8.6 9.0 8.4 90 9.3 9.8 11.1 11.4 10.4 9.4
Shell ........ 10.2 8.8 8.2 8.0 9.4 11.8 11.8 12.2 12.5 10.9
Standard of 5.1 5.8 5.6 5.8 6.7 6.7 6.5 7.4 7.3 6.6
Standard of Indiana.......... 12.4 10.1 9.2 9.5 10.1 10.1 10.8 9.8 9.6 8.7
Standard of Ohio ............ 5.1 2.6 5.0 5.5 5.4 13.6 13.6 10.9 9.5 9.9
Sun ...................... 8.1 8.5 8.8 8.4 10.2 12.7 NA NA NA NA

sre footnltp'. at end o1 t.able. g*5.



TABLE 9.-RATES OF RETURN ON EMPLOYED CAPITAL FOR 10 MAJOR OIL COMPANIES, 1964 TO
1973--Continued

[In millions of dollars]

1973 1972 1971 1970 1969 1968 1967 1966 1965 1964

United States-Continued
Texaco .......................
Exxon ........................

Weighted average 3. . . . . . .

Arithmetical average . . . . . ...
Foreign:

Exxon ........................
G u lf ..........................
M ob il ........................
Phillips ......................
S h e ll .........................Standard of California .......

10.4 10.8 11.0 11.6 10.9 14.9 14.9 14.6 13.7 11.9
17.2 15.1 14.1 12.5 13.5 12.5 13.1 12.0 9.9 9.5

9.8.
9.2.

19.1
17.5
19.3
11.2

27~

9.5 ................
8 .9 ................

12.A
4.8

12.5
4.8

10~

11.5
7.5

12.6
7.1

16'2

10.3
7.4

10.8
4.8

169

9.78.6
9.9
4.7

16.2

11.5
9.3

10.7
4.4

18.2

11.2
11.3

10.9
NA

10.4
6.4

10~

9.0
9.1

11.8
NA

11.4
3.2

12.3
NA

10.6
1.5

152~

12.8
NA

11.5
6.2



Foreign-Continued
Standard of Indiana ..........
Standard of Ohio ..........
Sun ......... ..........
Texaco .......................

6.8

119.
19.3

6.1

11.7

9.7

3.
13.7

7.1
()

1.6
12.5

6.1

13.1

5.2
(Loss)
11.1

.8 .3 (2.7) (6.3)

11.1 10.3 11.0 12.8

Weighted average."......
Arithmetical average '........

18 .6 ................
16 .5 ................

10.2 ...........
8& ................

11.0 ................9.7 ................

I Foreign operations of these companies are, or were, relatively
insignificant, i.e.. less than 5 % of net assets.

2 Mobil indicates that for 1973 the worldwide return would have
been 11.6 and the foreign return 14.8. without a $150,000,000
foreign currency translation factor.

3 Weighted average refers to total companies" return as a percent-
age of total companies' employed capital.

Arithmetical average is the average obtained by adding the re-
spective rates of return and dividing by the number of companies
shown.

Note: Data in this tab;e were supplied by the 10 major oil corn-
panies in response to a questionnaire from the Senate Finance Com-
mittee asking for profit data from petroleum operations. Five of the
companies reported profits on petroleum operations as requested,
5 companies reported total corporate profit data.

Four of the 5 companies reporting total profit data, Mobil, Gulf,
Sell, and Standard of California, asi indicated that the nonpetroloum
portion of their business was relatively insignificant and its inclusion
should not therefore create any distortions in the data. Exxon indi-
cates its employed capital figures for foreign operations are for all
Exxon foreign operations for years prior to 1972.

Source: Responses from the 10 major oil companies listed above to
a questionnaire from the Senate Finance Committee asking for rates
of return on employed capital. Employed capital is the sum of net
assets (or shareholders' equity) and long-term liabilities. Return is
the sum of net income and after tax interest expense on long-term
debt.
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INDIVIDUAL RESPONSES TO SENATE FINANCE
COMMITTEE QUESTIONS

EXXON CO., '.S.A.

Q.,-tIion N.. 1. Mutt wn.- thf' woer.i-l rut, c-if nrtirl. :,tthr :tpxc. which I,,ur

c,,iti,:aay n.:ized ,Io stwkihldi..-' itis-lt innt drevted Is, ,.llr:siln, dce'el,,p-
itilt,1 r pnr,.bti, in. twotmif-wt tritig, irsno,.wwrtatiiti tie.d l:irkt itg s4 l-tr, iuirim

pr, i(littl' ill Ihl, I'lii~d~t~t~l ,1 %lo

SELECTED RETURN CALCULATIONS

lin peicenti

U S pehioievss cpdiat~oM

il,," Coop Capital
. employed

Stockho4dess (including
Wear equity total a~sstt boicu4,*T TItat aswe

i%4 ... 11.7 7.1 9 5 8.1
16 .. . 11.is 9.9 11.4
1.19.0 7 Y" 12.0 10 1
1967 .. V1 79 13.1 11.0
1%8 133 7.9 I? S 10.4
199 69I. 7.1 11.2
1970 . . 1Z.4 71 1?.5 10.1
1971 .335 71 14.1 11.3
197? 1..8 1.3 10 11 4
1973 18.8 10,14 11 2 12.4

Note Re*Wrn on strkh 4der1 c.tveirsent lot U S petiolemn buWsies$ is nort casculatrd saiuc fion Co. U S A. pusnwapal
(O'estz operating wipaly tlo [amiOn Coop.'s peltolelw busae•lis. is a division hathe; than a separate c•tpo1ate entitv.

fuu \irs) , :tpprh.ik iih4.-a. givo" thei -,,atiret, 4 thi-z infirnittii. "t' lorima;irv
U101,14, sof thi,- llifiiritlioi i. the reird?. #o sat C,,n-nlity. I..S.A. fild a li.i -

lishlil ii ,tifi lri,,i , r,.l,.c t,. ,v Ih lIt ' I x.,l ('irlo,,ruti,,li.
lot Anrt- lh,,-, tigirv,. f,,r U..S. ,-itr:iti,,t- dil1".rirtit fritli tlh, figuarv.. il..ul inl

,ire(-.ritig th,° r,.l,,rl-- too -l,, ihI,.. :111d ititfrtti,,n lt ir,,idtld h. lth ', irasl
ln'rido C',ml i'i.-,it f,,r ljtirlo,,w,... ,si rw,'isriltg its. Ile l.. -of I.lieturn in N'ghcivt.d

l:isusifinettiring liut'.riv.' if i.,. lie:i-.i ,xpli:ii.I'll, (|.i~ & .1.1 l~ ~ ilit P-11.t.|ll, it, 0114-6111 1 nwr wd--!'I.•ith n.-1111-4

rs.j,,rir.sl tI, -I-,,'lkh,,dite r i- Fl the n Is',r:l Trrs.. (mlt- sni..-iii fr Ir... ,,l.r:ti,,,m,
,Nc,'vjt f,,r tist' ext-itl'.isii in thi-. re,-wIpi-, ato , stl11ttli, :t1sulitsls' It) IIIuiti-Ii trit ititi
,sr ti,•ii-|'.S. iljirat• lili'.

'to II,,iv d&,'•s Ilts rnow' sf rs'tutrtl ,,ii | .-. lwstiils,,nilt it.',s-tInlit.ll. is d,.-ril.d

fl:4,1,ay., stillil:irs' with I-,,alr r:%ls sit r, 1 lris writ it itlir v its- I nitisit...?
l•xxnct ( sli',rmi-ir . lthr,,tigli its (liotlli.lie siis'trlt iig sitlluiia" l.*X.X,,iI C(4tjlli.nv,
!. A.•..i.. s'•tg:isgi•g in s'i.:d. tlr:alllltlt. :flatl I:&tad;t'li\itu'-.. 11,,•'c'0't. hts lhits'- ,li\-

lc"-. ili teli' :iggr-g;itl'. as's-,,illt fsr 1s--- t11:sii |ivs' I) tr(','ttt ,it lN. 11i, 1 ( ,i.liiu,
U".S•.A."*s t•q~, :owl, va:rliiig-., lit -tililitil-7i. I'xx,,tn (Crlgorniti,,ll 11:iiid1|h.- it!. (h4 1 t,'-i
ehi,'wir,i'i-l!ti..- thr-o,,gh 'xxdim ('hv'lin'ivA (Ctl)illay. l"..'•.:\. 1973: ,eltil(d;i].,4

rvtarln.. m(,rs rmipm:itr:lil'it livis~rcalo'itt rlturn-, lout Uit41 i,,s,.r iii .v.-or, pritir

•/s•f.%u,.- .\o•. •!. \Vh:at i.• th, r;,t,, ,it lir,,it~ilahility I,, -:alh.-? T,, t:tis .,..i ,,nh.r htlitl
. x,.?'.N T .1.ir ?. c,,-t k " t ,,i rate l if,''-llins tit, ii ltit ii .'r,,su s .. ,llvr di

s:1I,
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P•eiroeu nee ine as lpeeme el--

Total
tag" i*nesM4

yet Sales *eWWI cIt, bein,,:

1970........

19110............ .
I19............. ....
3113.................

I.1
9.0
11.0

11.5
11.3
12.410.7

11.7

INS..
161.2
160.3154.1
141.0
14n
121.8
141.1
144.6
131.1

81.6
94.6

123.3
135.2
1A31
152.0
13S.2
150.0
IS!.5
167.1

11.5

13.5
14.1
35.0
11.2

'Maning levels were reduced IS percent during 1964 13 period due to eofcreacy impoveusents and higher ,nve•tent
evl$ K hle volumes &lew substantiay during this poe,,d.

Quoriftot .No. .. \Vhul ik• t11, total to explitsrillti, exlnl-e ittlwI canpil:, invest.
nit tit itn |-lrilt-itll z1.-s.%li', ill itd,,llr•, ve.nr IF%. %vtar mid uis it Ielr'etlntl-e ,t, the
mllii of 4 : () e(truirtgl lIflr l:txq,4 "llid di\-ist ml •0 , h expl~,r:di,,ti itetni whirh
were s•I xpe'tm? PI,.,s.e idlij:ate whether thli table is based lilt Iictsikie f, or tu
l)Irlmow-v& tor fair futicitl l oomo ,.k lpurpl,,•..

Percent ol
si1tting (alter

taxes anl
dividen4s) plus

Amiunt e0,1oa.,hon
(mstlieOos) expensesYear

1961 . . . ..
1968.. . . .. . .
1910 ... .. .
197 . . . .. .
1973 ............

1,011
688

1.044
683
119
64?689
863

23!.2
201.3

221.7
316.6
198.8
214.1
M. 6
1I9. 1
140.2

Notes: Above tableIs based on ,.come lot steanul lbe* psfrpses.
I xon Corp 's divide,,ds .t percent of c•,l,-is, re 1m•te, in 1971 73 than durig 1964 70 period, tlhs red•til percent.

ale shi•, i fight hawd lismM. It dividends *toi at allhoe late of 641a1inAi4 (of 65 pIrcelit) inI 1911 73. perlcental would
have been:

19711 . . . . -197? .........
lo913...........

Percent of
earmnts (altot

lame• and
divilenis) plus

exlOIel40 O
expense

10.5
138.4
216.3

Qu..,-fi ii,.. . Il. at vis|,e iif-orti:mlit,,n ;i, too IN. uleelir :staatulit t 4,f orih.utn e:irlI.
ili' l,:ui I -,tl it, ilklivi.tld- ultirimg th. :,jlaliea,1ib l-eri0oi :.ud '.isw dikiduo-id. ,;,iil
:us :3 lo.'revit • i , '.$. plrtro,, 3it v•z i arlil-. V I-nlII vi. di air'i,1l :,F4' l,:ryolol,' tit ea1
I 7.S. lietrals'umtl v:irsittl-4, ill Oll- 1 .1tltv rtit, :a, U.S.. lx3trals.ltua tv:ulii'llli r.- :mi- I i,,t111
(,:irmtitu'..

Deuidents ý
Ameoulnt a•) o lerfilt

(myitlon!) of eateliltis

Q.?

327

67 469 8

61. I
61.S'

Amount 2% of ,j1'ant(.Itlullý) ofe~i II1.gYear

1969

I07119;'
19)3

$401
311
7983•
3."'

61S

%6.1o'. 6
19.0

Year

1956..
1%67
1967

..... .... i
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Qurstio .NO. A. Fourth Quiarter-1973 i'nmiiag4 aId Rletail Price.s. Please pro.
video an e'xuladaati,. for zmy iserva.st, in "... fourth quarter 1973 (-until 0%g, 4er
earlier fourth quarter eanri.ngb. In ttiui eo nnetion, it iould Ie helIffl if the
explanatin wen-re to iticlude all .'timuate of the proplortios of uiienatbe attrhibutable
tst a) normal growth in ,i.als, (b) inflation, (e) allied, of .m.ft markets due to
shortamgb,. (d) lterrae in e.iling priei, of dliow,.tie crude, and (e) ally uther factor
itarrnbt.iilg profit margin. To what. ext it. ar hight.r ga-oline priteb- at the jliump
in the fourth qiuirter attributtlale to itteas.,, in coAt reflected lht the dealer
tlankwagon prie'4 (explain the source of inerea., int eto.ts)? To increama4 i/trotit
reflected in dealer tantkwapon priee.'? To inerases in the retail margin idifer.,n.
tiatte Imbtweeln conllsalay- .sttrolled retailer, itiid indels'ibdemat retailers)?

Fourth quarter 1973 1.',S. IptroleumlI earninag•s were 15 percent above the fourth
qiuartir 1972. The grotwfh rate for the foiurtlh quarter wa-s lightly bielow the full.
year growth rate , f 101 '.,,mnt. The maiajor rva.caml'; ftr foulrih quarter impirve-
mvte'it were higher refinery •eaierating levels, anad petroeale i products sales and lawyer
marketing .xlxnses.. IPetroleuml pItrdlct price,; were higher and prire4 filo moithor
vistliimae te, dealer.-l avertged! 2! eelts gallon al)ove the last quarter in 197,2. tMaw-
ever, all the additional revenue due to higher prire' tfer irttroleumn priaciudts were
ofll's.t by iner.ased c--t. (for Ipurchlwics of crude atnd pr-oduets.

With n'-l'e't to priees fill gaioline e•ild ito dealer% ear at the lutupnll cOf c(itlalli-
Oisirttted stalions during the fourth quarter fof 1973, till inerease.4 inl price were
directly related tea•t cet pIs--thrmigh prIoviiom,& allimat ,le iuInder PhivA. IV. Priees5
to fotr dealers were itien,-rad c sb two cent-i jier gallio. between ()etiber I, 1973,
amid I)Dcet'ctbr :31, 1173. P11111! prices at our eanaptiaany-tprttrated stmatiov.- wenr ini-
erea.e.-ld ioy the •n•ae atmouit. There was no ;tier-e'a int profit in deahlr tiuskwagoia
prieec or in nrtail margiin in coompattl -v•e eratecd slatiol|... We dci neat have pirecise
d|ta on illpump prices aet etiltv charged Isv four dealer-.

Q.uilio.\ Ao. G. Provide nit c4.,timate st vyour eapit~d relluiremamemi,, ini the United
Slawe' (fer th- period 1Q74 9.7. (it) a•minimg yotur rate ,af reimrtu rn U'.. ,Ipejratilt
ua,, the Sa1c1. av- yeaur livelmuage rate of reltret fear thOw aI..riacd l1964--19173.s and lit)
uesimaiixg y,,tr rawe et retmurnt wa.s one and iam-i-half tiliS4, vytir average rate of
returns (, tar 1964 173. Assuumte fort hispr iorti e that vea will Im, able it lmserr'aw direclly
tilt Ito 25. jlerevot ctf y.ur financi;al ned- atld anr: alulsl,, hteu, if-t he-ilalat '-h'ee
fitllaaeilig for 13 Jiert•imtt efo \ytilr tae'-d.. W'hlaat is yo-ir view a' lite the validity of
1-i1h filialltihig :asuagalultioeaa; as alj plie-.ble lt the eilrlt-t alleme efa your eiuillaa ..y?

Thi. (wlestiomt recognizes the lliitrtllrame atf the (',,iimyll lev;els ,of return iii
diterlmiajilmig t-. ability It lianet, the capital lsrojeet- whieh it eait undertake. melw
aliility to atitralt itaveIt ivact ftitid, i-i dirtetlv rel.ioti-ive ito the eximlced retusr
alnd e|valuatitin of the risk to which the iidu'.trv antd thie' individual collmpany is
exlas•,'l. The dm It iei' oilerattiot4asif EA'xoi are pu:art #of a "atit it ieal Ocr-it ration whlt,'e ability It, attract fttndd i,, it futwlitIit ha Ili oif its domvi-tic antcd
aireigi level.. oif retuni, anld the stability whieh charctierizet.,i I'io t11nvit .

In the' 1464 -1073 :Itritdi, Exxoil's clel.,e.-iic petrea!tvilt pqwrattelats had a etuirn
which averaged 10.4 imrcinett (it teatal Tilet-. TheIl., r t s-e t the questions of wihaiLt
hesC' returnt level.' timgget fear the future is affeeted bay a nullielsr ef fiaetor-. The

debl level ai t whieh tlihe (Oonuipay caill maintain it,. linniltil 'trelngtIt is certainly
in inlamartlcnt one. E:xxmtll believes the as.-uimllaitila, giveni liv h- i.lltSiltee are
reasiaible ( for the- '..'. idliist•ry I it whole., althousigh the thirect bIorrowilag ratio
cof 25u lirerint fof financial neet-d.' i-4 a bit high fear EIx\*i ('Corlpor:aliall while ihe
Off-lialaiel.-4ha.r.t ftelor fat 13 cwrv'ent of It.'nl., may Is. slightly how, taking itito
aceatmnt tanker charter atid forteigl olpratioin-. Aneather illiortantr factor is the
degree of ri.-k which r.mrroamds the eplcralitit% fof the .inldit-try macd the iudividtal
clmilpaisy. The abilityy t rae funds ait certainlt el4et retulrin is directly related
itc the ri.,k tip which itho-e funds arcn expiA." Sai..,ild iitere lI addilieillal operating
rik,,i, -leh as those as,-eciaed with deeclowaster drilling, car ,haucld the iavertnent
climiuaie ffor the' i;ldii-try cleteritrale cf, dit to litsltilial :;tliet-, higher returtr levels
would ia. liiee,-•irv Ito Ati ract funds int4 lthe iadtiitrv, A third haiijir fateatr which
alfects; the abilityteh raei•u find.• ina the faitnu i'4 tlhe'inceaiasg etOialMtiietui which
we xl,,Ctl tear fund. lli6tterieal rettlrlt level, fear the l)-ireiheillim lidu,;try lltsv,
therefore, tacit li4. ade.c1amate Ito ceamaipet•e. effectively its caloital mltarketis in the (tiatire.

A feotarth factor is Iihat tihe ptrlet.ilumma illdtm-•try i4 enaha:crkillg on all aera char-
aaet, ri,.d b|y itve'st.iatmat preijeems with very long lead tim.e, which retire Cemil-
-idivrably nian, iliv•c.t 1est pier uinit, (of emterKy tuipatli Ithlan eolviat'iliolnal l)roiuctitli
acid relimialg eat the pa,,l. l'xplhcratlio,1 amid prealuciieait in deep, water, pilelii(e
eouistruteliota tliigh tIie Arelie elivir daluleille, latillfacttare off avtitlhetie gas amid
coil from caal all intolve higher risk,, greater eamslitmltimtlifi eat capital aid leaiger
periods between when the capital iv. ,'mxl ded and retulnr Imbgin to appear than
tradcitiolnal lmetroleiinm investmemt.s. It is, therefore pIarticularly imlmi)ortant at this
time that our basic utsiltes.ca emotlinie to earn sticieut rettins so that we may
ucdertuke these majir new and expjenisive projects.
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We have divided the forecast period given u- I~v the Cu.mnitee into two parts
the Iprioid froill 1974-1977 and the period from i978-1i.1 . D)uri.g the first f(lrn
years Exxon'A prIjOectioBl4, for an aIttllled U.S. petroleum eomlpany structured
aud op-irated along the lines of Ixxon USA, incorporating the return and debt
Lwzllllpt is1119 given by I he Coumllt tee', show ani ability to devote to Capital project.

toiiethinlg less that $.* billion. At return levels of I.A lines the 1964-1973 average
rate of return, this nitmber would be in exe-. of $7 billion. Actually. Exxon
USA's; capital exlmnditurei are planned to app roximate $-6.0 billion, s*onitwhat.
in exce..s of levels which the average returns of the past ten years, coutpled with
the Conk.nittee. linaticing assumlpton, would indicate could be litanced.

For the 1979-19M i.sriod. Exxon's capital requirements are intich les delinite
thanl tho.t in the nearer terit. Based on outside studies and E'xxot USA'A hii.-
torical p•.iti-rn within the indu;trv, it ik estimated that fi excess of $20 billion
will lie required in U.S. capital inve•stment funds in the 197A-19M' period. Applying
the Coutllile's tinancitlg tee'silnj~tiotis to ain as•.4luled U.S. comitpany for the -..line
I x-rid -igg-t" that, its linaseing capability would bte on the order of $15. billion.
If E.xxon USAs futlr• rates of return were iencreamed to 1,5 tinles thleir average
hi-,torical levels, the.., calculations suggest an ability to raise the neceN.4rv fttnds
for 'apital projeet.. A similar proIjetion of industry's ability it rai.. capital
funds siiggeýt that hitonriv'al return ralts will not pirvide thc• flllid'r which will
Ie reqiri•.d. Tihe itenLa.wd retlurnis churacteri-tic of 19173 will improved thIlo

%I tmigpht -1Igi.ol at thigi stal'" that we feel there is tio defillitive -A-( (of 1111l11.
Iter at1d rati-i! that prescribie exirtly the future imtential fAr capital outla.-.
(0iutlerally. the oil iuduwctry had return, adequate to mrnel its ill.vttv ltelt. ttte t0
duriou it.e 1950's hl ,hified dahngerou-.lv toward inadimquate rettarn lv-el*. during
the 14,lfm4)l and in the lirst liarnt of the decadee; we eantrt,,stly -ltse coniditiois. will
Iiruntit 41y to pursilue 11l! liv:6ihlald. ittve"tlm•ett •ipl r•11tititttes to help mueet thi.s

alion.ell- lle-gy r*qmuireti.et• fromut tlhi.s pi 'jt p o t. I!-wever, consideritig the I-.tg
Itead tu lil. and heavy eajiilul iII't..IIIwtIt per unlit, of ltwrgv output required for
devol, itpig nlterltiltivv.- to comiVltiotal lpe-troileum prndtietin and( retiiltig, the
rate o•f retllrn liol ouir existitig Ilit.a. hnad litsitte-- will have to h.e aiintaiited oln a
strong foovinst for several yvarsz.

N.titlfr 44f t1t,,.e4 pro,'j(etiti.-. taken toge-ther with Ithe other factt.irs ntntiiumed
ptvviiIIl.4%, leasd tol thf. cuuielu4,it. t ehat tE:x,,l or the. p!etrilhum itulustry is nouit.
iqual it, the lit-k. Ilather thlvy -oIggist that )both will IN- -vverely te.el. itl tlwel-
it.g their finat'cilig requiremttet.s. Any eroion of retur.nr,. or itcrrwi.e itn the environ.
ntittal ri-k to which the bu-ille'-'. is eXpo,-%6d would lIe a deltrititet ti efforts to
Itlt-tI tIrjit.(iet -petdimg relirentllttns. Investor-s are pzirtietllarly lt lled to ilhe
inivettt-lt'i eilittlate :ilnd atlv adver-P 0l111-w-4s int the external factirs airet being the
energy l Isr'.-ili-.- woutld nlli'tl theat etinpllitaivs itl-t (e.krtl higher returtes iln orde-r
to plurvtdi, the ltte.m-c-arv tliitlll.ti "of ilv.cnttnlmtt capit:al. Atty action which limail.ts
lev\l.I- ,.f re4Pttrlt. air imAvr,':te'.. the ri-k ti ulhici e litii• otleulit bhasite.,s is expu.d,
t•ould jvi -pardize its abilit v to raie I Ite ttee.'.-ary invt n. li lital.

SENATE FINANCE COMMITTEE QUESTION NO. 6

INDUSTRY CAPITAL EXPENDITURE PROJECTIONS FOR 19174-85 PLRIOD
Iln ml-tons of current dolltasl

Total Total
1914 1975 1916 1911 1974-11 1978 &1 1982 85 1914-8S

Estimated capital expenditure capabit-
i1t using Senate Finance Committee
assumptions.

Piojection Based on Indu4try
Average Rate of Return For
964-7? (potfoieum only?, _. 9,695 10,240 10,805 11.420 42.160 52,415 65.110 19.75S

Projection 6ased on Is mlnes
Industry Averale Rate of Re.
turn 1964-721 (petroleumonly). 15,215 16.580 1.00$ 19.,55 69.425 96.555 134.270 300,250

Estimated industry capital expenditure
requilements: Projection derived
from National Petroleum Council
study case III:

Petroleum only ..................................................... 6S.000 9 ,000 116.000 214.000
Total energy ..................................................... 76.000 108,000 137,000 321.000

' We have estimated that the aveiag rate of return on stockholders' equity of the U.S. petroleum industry equals 0 9
percent. This is derived 1om the Chase Manhattan study of 30 major petroleum companies and our estimate that this
group of companies cons5tute approximatety 80 percent of the U.S. petroleum industry.

I Study was adjusted to include marketing assets while being updated to 1914 and placed on a current dollar basis.
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Question No. 7. What percent of your total United States sales of petroleum
products during the applicable period were derived from foreign crude?

Per"nt of U.S. e deivd from lereP carde

Credo n ieproeumenln~aste beta• products

Year Total impotims e imports

1964 .............................................. 3. 5. 2. 2.9S ....................................... M".:" .1 5.5196 .............................................. 3 2
1961 ................ ........ 34.9 6. 2.3 2.
10 .................. ........................ .. 34.4 0 .3 3.1

1 ................I.......... 36.3 621.6 3.2

1 972......................... 43.2 10.9
1913 . 04.6 16.1 R- :

Question No. 8. Descrile the typical situation In which you have contractu:a
relationships with a foreign suhi;idiary involvinF a pricing problem. To wit.-t
extent do you believe it Itas.ihlo for a bUnited tatstes COcmpanIy complying with
the irleseitlt tax regulations governling sltch relationships to shift Unit•ed Stat(s
pr olits to the foreign subsidiary? I)o ytu recomnnend any alternative approach
[tr regulation of such trausaction ito prevent the *hifting of United States profits
to foreign suibsidiorie•?I)hir Irasicl pricing iprincip~le is that transaction.s be~twee.n our affiliated comUlnmliie.s,

i61th U.S. and foreigma, are ,ased oil opeme-market prices. This principle recognize's
th:mt crude and prtduets are internationatmlly traded commnotdities whose market

•priees nr-pond to fundamental worldwide sppliVldenumud foree.s. Under norntdl
-e.'mnmercial and free.-market conditions. l'xxAmn* believes that such pricing pro.

vid'.i t he sstuide-.t ha:si, for the e-t.tadlihunent of interconmpany transfer price'.
Until e:,rlyv !97:3, : sulystauntial mnutount of oltj0 market trading of creade.s and

products totk place which provided market ,ricets which were used in the deter-
lioilr:tioll of inter.:ialiliate transfer price.. i)evei'opmenet s in the international crude
sopplll aidtd political etvironleent over the laist vear or so, however, have led to
it dlisrU)tion of imrnmenl supply de.in:eid Isolaticilng neech:ini-,nws inm the worldwide
markets for bioth creide. and'prodoetis with the rt'.ult that ituerket prices hbeve
rien very rapidly, :mitd recently in qu:antum jumip.. These intereases are directly
attribtutable ti h,,th the well-pbhlicized unilateral producinlg country actions
and1( thle Willi megnes'ss of anxiouas bu yers to pay, higher and higher prices to cover
their retiuiremeents. with scarce summpplies. IUnder these conitolltiqiI, market prices
have lbeen difficult to measure and w:t a result, Exxon inter-:affiliate prices l'ave
bet-en increase-d much Iess r:k)idly andl have essentially onely covered immerem.sed
CestS inceurred by tIw supplying affiliates,. It, is anticipated that, when lIl:erket
r-inditions Ibtcomne less chaotic, sufficient olUen market tr:tiiszictiou't will again
take place to e:tablish an appropriate market price reference for inter-afliliate
pricing.

Our pricing principle is in accord with the regulations prescribed by the U.S.
Treasury under Swctioui 4X2 of the Itternal Revenue C(ode. Section 492 enabled
the Internal Revenu.e Service to determine the true taxable income of a United
States cAmpany. in •ituatioims where such company has contractual relationships
with 11,4 foreign suhildiaries. Detailed reggulations have been issued under this
('tide provision setting fortlh specific standard& for determining taxable inconle of
U.S. companies dealing with related foreign subsidiaries by pro% iding for di-tri-
blting, appoirtinitdil, or allocatineg gross income, deductions, credits or allowances
so .t to clearly reflect income. The baiic standard applied in such cases i.e tlhat of an
unontrolled taxpayer dealing at arin`--length with another uncontrolled taxpayer.

Th'l'ese regulations arm the most stringent regulations applied anywhere in the
world. They have Iemen most vigorously applied. Based upon the extensive aned
thorough Internal ltevenue .Service audits that we have experienced, we are of
the view that compliance with present tax regulations does not allow for a shift of
1'.S. profits to a foreign subsidiary. As a result, we have no recommendation to
s tigt ini respect of aniy alternative approach to that now containted inc the
existing regulations.
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Provide information as to inuvestmients and expenditures outside the United
Sata-s during the applicable period. J{(.late this information to the suin of (a)
earnligs out-ide t(he United State% and (b) net equity and debt ,capital raised
outside the United State.s, during the app~licable period .

The table attached shows that foreign earning,'-, depreciation and offshore debt
increa.4s, taken together, were more than sufficient to fully fihtance new foreign
capital expenditures and other investmentst The portion of earnings front abroad
in excess of those reinvested contributed to EJxxon's available r"esurces for general
corporate 1urioes. Furthennuore, these earning.4 streams; contributed heavily
to the "lintes-cover" formula by which the quality and possible amount of new
corporate debt it judged. We shlould iote that acteions takenl to reduce the foreign
net earnings contributing to E'*xxon'l; corporate emturees would directly impact
Wt4 caplaCil. to attract debt fnrot both U.S. and foreign capital markets for ally
purposes, Including new capital investments in energy resource development in
the U.s.

ANSWER TO QUESTION 9--SENATE FINANCE COMMITTEE HEARINGS
EXXON CORP.. CONSOLIDATED RESULTS--FOREIGN

lln minioes o1 dollaisi

Esti.
mated

1964 196S 1966 196? 1638 1S9 1970 1971 1912 1973

Espenditules les deqltema :
foeqn Capia spending ........... 54S 64S 931 913 1.039 IO U 4. 141 1,261 1,431
Less !oneq~ capital tocovery....... (34) (363) (311) (424) (44S) (46?) (464) (607) (697) (660)

Not chlng is plant ............. 2 13* 263 50? 4? $72 IN 534 670 77
Ofthe toresge expenditrs, nts. 132... I 103 1 4? 6 (231) us 19? 16 (1)

Totl .......................... 34 236 27S $54 U35 341 718 131 686 711

Foreign income.................. M 4 6I 694 596 630 351 310 1,520
rompgnaew deltsandequity....:.:..: 19 70 90 217 it 323 201 '(180) 17$

TotW .......................... 60 61 6 64 0 911 011 ,03 1,052 639 1 6-5

Foreign income and 0lelga new
debt and equity in excess of
epenadtuces less depreciation.. 211 3 M 3 251 379 310 290 321 (47) 3913

l Oala not available at tfus time:; t wil be submdted late, if the committee wishes.
I Foieiln borowings to enalAe the cotpataon to comply with the Deparment ol Commiece's OFOI reglaions dwiong

1972. weio roo compiled until th lit 60 days of 1913. as permitted by the regulations.
3 Pelmiatwy suectd to data on other toietn expeWitures. net.

'xxvm ComPAyX. U.S.A.,
Ilolos~p, Tcx,. Maiy 17, 1974.

Mr. RonimiT M. WI.L.#,N
Tax Counsel, Committee out Fia0ce,
U.S. Senate, Wlashiuagton, D.C.

MARNa .Mu. WmL1.iw N: Attached is the restatement of various data from nitir
February 14, 1974, tte:tintiony before the Finance Conilnittee, which you requested
in your letter of 'March 19. We have followed your suggested formnnt. mliakilng
minor lmoadificatiolns where necet-sary to be consistent with uour data. The following
Colnnietits may be helpful it your use of this information.

QUESTIONS 1, 2, AND 3

The data are the same as our February 14 submission, except we have used
final 197:3 results in place of the e itiznaeit funiished previously.

The U.S. ineollse and av,-et data tire for petroleum and natural gas operations
only. In 1973, petroleum profits represented about 93 percent of total U.S. profits.

the foreign incline and asset data represent petroleum and natural gas opera-
tions in 1973 and 1972, and total operations for other years. Petroleum profits
repreent aox)ut 92 percent of 1973 total foreign profits."

A.sets represmitt, year average total aset.s as shown on page 26 of the Exxon
Corporrationi 1973 Annual lteport (copy attached).
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Qutetion 3 ,zhis that a higher percent of income was invested in foreign opera.
tiuns than in domestic operatil-as during the period 1969 to 1972, while the reverse
waA generally true prior to 1969. The percentages were about the same itt 1973.

In evaluating these data, It must be recognized that. Exxon's Interests abroad
and the future enegy needs, of this country do not present conflicting priorities.
The major factor aff-Zting Exxon's level of expenditutes in the U.S. is the number
of attractive investment opiirtunitim These olhopprtuwities have been limited by
actions and poIlicies of the U.S. government. The fact of the matter is that Exxoit
would have preferred to Invest more in the U.S. itn recent years, but was dis.
coulirged front doing so dile to delays in and limited size of federal lease sales,
environmental and legal actions preventing conmtruction of the Ahlakan pipewinie
and drilling in the Santa Barbara Channel, and uncertainties created by the ad-
ministration of the Mandatory Oil Import Program which di-couraged constrtc-
tlion of additional U.S. refining capacity.

QUF.TIONS 6

We have fillwed the format and criteria that the utaff requested Ie used In
anweriug this qute-ti-in. As vyu may ben aware, fixing the criteria for the rate of
rurn, for plant exhaustion" iate, for dividend rates, and for borrowing rates
r.due a mnechanical p~roljection of funds available for capital expelnditures.

We Imu.&t Iptint out that this pro jection should not be contrued as a forecast of
Eixx, m Courporations' dome.tie capital exlpnditures over the next several year.
Wte tire unsure how the CoAmmnittee pIh ns to uls these data, and would suggest that
they be ilnterpreled in light of our concern*.

The (Conlmmittee might consider evaluating the energy industry's need for capital
exlmnidittares and profits a.s- a whole, rather than trying to assess tile forecasts of
a few individual companies and then trying to Intersolate the remainder. Thio
studies carried out by the Chaise Manhattan Hank and others; would bie helpful
lit this regard.

The staff ha.s asked verbally for some guidance on Exxon's profit outlook for
1974. In resltitne, we have attached a copy of our jpiri release (if April 23, 1974,
a1nno1uneing EAxxon's profit for the first quarter of 1974. tincertaintm•nA regarding
foreign government participation and possible changes in both foreign alid domltes-
lie government pricing and taxing policies miake it particularly difficultito stlxcu.
late' Ievond the first quart*'r at thiq l time.

We hoplm thik information proves helpful in your deliberation. Phlase let us
know If we can be- of further a..istance.e

Very truly yours, F.. K. MILLS 1I.



QUESTION NO. MP

lIt mROieM dollar

1973 972r 197190 1960 1968 197 116 165 MI

Total c ortrate:
N ett incom ........................... 2.403 1.532 1.517 1.309 1,243 1.278 1.155 1.054 n3 m
Not assets t ........................... 23.319 20,93A 19,778 18,440 17.162 11600 14.691 13.628 12.940 12,413
Rate ol returnnet assets ............... 10.5 7.3 7.7 7.1 7.2 7.9 7.1 7.7 7.5 7.7

United States:'het icome .......................... 83 719 677 97 622 532 504 437 348 323
Not use't I......................... 6,630 6,300 556 5794 5547 5111 4.604 40 41144 4.003
ph"eof return fm assets................ 12.L5 11.4 %113 10.1 11.2 ~ 04 ILO 1.. .4 L.I

11 income ........................... '1.470 '859 851 6s0 596 04 615 5W4 m SI
Net asets ............................ 12.646 , 11,.339 11.577 10.605 =, %.047 8,130 7,1406 6,0 (S28Rateof tm udassets ...... ... 11.6 7.6 7.4 64. L1 7.7 7.6 8.0 L 68

4'

See revisiOn per letters of noe 18 and 24. 1974.
2 Average of begianni and ending year (Net assets are samet as d asets).
tU.S. net income, assets, and re of return are for petrleum and natural ps Operations only for

all years.

a a sae, alea nd a eaes of ewn are for petroeum and Nural an oerMiNs eloy
tw l en -73. $ad forall Lo foreign oe Is for 164 71. Foreign not I nPae. assets. $ad aWes o
rtum b,•oeot for petoleum ad ntura as e ol fo, 116471 ,eet avoleble.



qUESTION NO. 2
EXXON CORP.

Ito ileons of dogess

1973 1972 1971 1970 19M 1968 1967 1966 1961 1M64

Met income:
United Staes ........................ 830 719 677 567 622 532 504 437 348 323
For ............................ 1,470 85 851 6o0 094 615 594 M IS

Totl o bove ................... 2300 1.578 1,528 1,267 1.218 1.226 1.11 1,031 943 "S

United States . .t 7.26S 6,095 S.7 ,1491 5033 4,699 4,378 3.975 3.87 3,652
Rat.oo pro ..taw .tyý... ....... 11.4 11.8 17 .? i.4 11.3 11.5 11.0 9.0 8.8

Foreenn ............................. 19.485 15,021 14.229 124351 11.096 10.447 9.787 9,023 8430 7.90

ateo fProfitabdity ...... .... 7.5 5. 7 6.0 S.S S.4 6.6 6.3 6.6 7.1 7.4
Total of abov e ............... 26,750 21,116 20.002 17.842 1n129 15,346 14165 12,498 12,801 11.612

Ph"e Of probtabil. .......... 6 7.5 7.6 7.1 7.6 8.1 7.9 7.9 7.7 7.A

Taxes (Ex. excise):
United States 1...................... 608 495 477 460 419 362 326 273 208 175

Rate oprofptabutty ................ 57.7 59.2 587 56.1 5t8 I.S 00.7 6I.S 62.6 66.9
Foreian3 ............................. 7.572 5.749 4.56S 3,967 3.494 3.415 3.3146 3.&6 2187 2,542

Rate of profitability ................ 16.3 13.0 15.6 14.6 14.6 16.9 M5.6 16.2 17.3 1& 7
Totalofabove. ..... &.180 &.244 444703 " 3.913 3.77M 3642 V 03os2!

Rate ofp oaabfilty .......... 21.9 20.2 1 22.2 23.7 24.S 5
Capitl employee:

RONe of Iproatabdity •i............. --,.2 15. I 14.1 12.S I5 123S 1& , 2.1.1, 9,0 91.,,Fo... . ............................. _ _902 _601 740 $,oil 7 w 85 6,424 _S,74 S.417 S.121

Rate of profitability ............. .... 19.1 12.M 11.S 1. 3 9.7 ILS 10.9 IL8 12.3 12.8
Towtof above ...... ....... 13.779 13.422 1579 12765 It124 11.262 10,285 9,424 8941 & 550Rateof Proftab• tys......... .1 4 12.6 M24 L 1. 1..9 iL. iL9 L4145 I1.

'U.S. net Income. Sales. taes. and capital epoyed" data are for petrolem sadE nateral asopera. 1 MIdde eCheItaims,
Gons only. -Se -e d o em ~I aea not inoe C keU.O A w.tddes afl tax k*N eela ct).SForeign nt Incore, sales, taxes. and cap l employed data are for petroleum and natal aSs
operations only for 1972-73. and are fot all Exxon forefgn operations for 1 1, Foreeime da
broken out for petroleum and natural Ues operations only for 1964 -71 are eat available.
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QUESTION NO. S

EXXON CORP.

lia mdlimof eI dollars

Inlos: Capital expenditures
and eapeo0ate t e .•edtve

Capa as permeI ol-

rlresa Exploa. Adjusted a Nt Adjusted ano

Iba. Net I "ie eaniS CapItl4 recovery ino earnung
expenses income explse (2 a•Jd3) rove" (4 Mnd 5) (I+ () (+4

(I) ( 3l (4) (5) (6) (1) (8) 9)

C.A0 323 155 418 223 701 ISL8I 125.7 85.1
1964 .... 5..348 150 498 2S3 75 152.0 106.2 70.4
1965.. .-ý 1 ;o , 1o 69.1
1966 5....8.. 34 577 14 7" • 133.9 101. 6 9.
1967 ......... 688 504 138 634 9$ Ills 14.5 .101.5 75.
196 .. 0 s32 12$ 651 34 .0 106.2 1589 103.9
19.9 . 68 622 325 741 326 013 109.8 91.4 63.1
1967 ... ..... 5 80 GI7 121 701 384 1.096 122.5 103.6 65.6

1958 ........ 719 67 1e 754 44 .08 11 44 " 841.

1971- 64 6 10 771 4091 1.16 94.81 82.6 5.1
1689 719 111 834 383 .:211 95.8 82.6 56.6

1973 1s3 8V 108 938 30 1.318 104.0 92.0 65.5
row& ........ 636 586 74 660 34$ 1.00 108.5 96.4 63.3

1965. 629 59 0 84 679 364 1.043 105.7 9.6 60.3
1966 739 594. 94 M8 371 1.065 124.4 101.4 69.4

191 . 106 615 76 691 424 1.11$ 163.6 145.6 90.2
398694 70 764 444 1.208 142.4 129.3 83.8

1969- 1.127 596 88 684 45? 1.141 189 3658% 98.
1970.. 1.168 &MP 85 765 463 1.228 I11. Z.7 "5.1.

1911.3 751 93 944 606 1.550 145.0 3. 79.6
1972..... 1.2383 89 ISO 1.009 %66 1.515 161.00 131.17 81.31973: ....... 1.544 1,470 148 1,618 648 2.266 105.0 95.4 68.1

I After taies. befOre dividends.
s Petlsioum and natural P oI$erAto4s onl0.



I- tat 8"Selt, ~. tw I
R ti of $*turn on aver4e total assets (t P81cent)...
N t income
Plant eit'aumtoon 10 percent of net property, plant. and

equtAmeuit on Jat. I.
50 Percent dividends
Funds Iwwrated
Putetril for ceottu expeiliture•
Not nev bof .ra s mdtnclmR capitwitzel lose,
Total dbt o Including capittiel 154ses
Dtet total ase:s rato Dec. 31 (in porcnt),

QUESTION N0. 6

EXXON CORP.

fin nsabon of dollars

Total 1974 I97s 1976 1977 1978 1979 19611 1961 1962 1963 1964 1989

6.843 7.457 8.121 8. 8ts 9.631 10 .13 11 V$ 12.411 13 S99 14.7M 16.079 17.S12
t. 5 1'1 0 Lo 5 t0 o l 13 £0.5 !3 5 10.5 t)5 10S 10.5

1).34 753 m $ 913 1.O0 11 151 1.2S1 1.35) 1 4%1 1 Qt 1.7 1.926

10. 92? 45?
7. 551 376

18 470 82)
23. 155 1. 0;3
4.615 231

943
12.6

513 s79 011
410 416 46,
923 1. 0.6 1.1341.171 1. ."-3 1.4110

254 271 301
1.197 1.474 1.776

14.7 16.7 18&4

730
w34

1,.6')
1.53)

32)
2, 1•5

20.1

816
577

1. 751

2. 4t3
21,6

910
6!8

1.531
1. 92;

2 n3
22.9

1.012684
1,691
2. 121

424
3 277

24.2

1. 13
746

2. 331462•
3. 731
25. 3

t. 713812

2.055
2,54

503
4,24
A6.4

L 379
884

2.2M
2. 8JM

4.79021.4

1. $18
963

2.481
3.078

258.

I Based on the c• .nmtt W'i assumptli). that dliect b)rnwtnn . and ofl-b.wlance-sheet Imainug wUll
plon le up V) •i aiot 13 pet.e it eespecttveli of adJio.tial domeibc debt sod equity carsal.

loti: At tM t•,li't wf t ii S.n~tq fian:e Committee the aibova% data has bepi t.kulated by
ap. tyinl retuia a.1 J .hbt A,%u nptl,)s specuoJ bt the Finance Cunmitlee staff to Exxon Corp. total

as"s't for d*mestic ptfol*vm and natural wis operations as of Jan. 1. 1974 (56.849.000.000) &aW .t
avO(Ae (ate of Mretun on average total domnestc petroleum ant natural Igas asets over the period

190 73 (10 5 percent). The utat.i produced prov ies a me-hanical projects" of fumd available for
capital esponditures anef. accoidmply, sirould not be const!ed as a loecaut of Exxon Corp. domestic
capital emrpendtu,¢s over the next several )ears.



OuMslroN M0. 6

EXXOM CORP.

is WiNWo=s of dlarsil

TotaW 1974 1971 1976 1971 1978 1979 1980 11o1 1la 1983 1954 1n6o

Total assets, January 1....
Rate o6 return on average tota assets (in ernt) .

oet lncot. e ................ .... 30.975
Plant exhaustion -10 percent of not property, pAant.d

equipment on January 1 ........................... 15.532
50 percent dividends .................................. 15.485
Fands "raten.. e ...............e......... 31.022
Potential for capital exipentue....... 40. 62b
hot new bortowinssp-including capitaltzod leases ...... 9,604
Total debt-including capitJ'zed leases ....................-
Debt towta assets ratio Decemnber 31 (in percent) .............

6%88 7,787 18S3 065 11.443 1It010S15. 15.8
1.167 1,396 1,496 1,701 1,934 2,199

452 546 GS2
578 658 748

1,031 1,204 1.400
1.390 1.612 1,864

359 0 464
1.071 1 479 1. 943
13.8 i. 7 19.3

773
850

1.6242. 151

247

14. 72 16.817 19.119 21.737 24. 713 2& 097
15.8 15.8 15.8 Is.8 15.8 15.8

2,500 2.842 3. 231 3,674 4.177 4748

911 1.068 1.246 .4419 1.679 1.941 2.238 2.577
967 1. 099 1.250 1.421 1.615 1.83? 2.088 2.374

1.878 2.168 2.496 2.870 3.295 3,778 4,327 4.951
2,418 2.850 3,271 3,751 4.297 4,917 5,622 6,423

600 682 M 8t 1,.002 1.139 I. 2 1.47
3,010 3.M 45S27 5408 6. 410 7.549 58.144 NJ
23.6 2L.4 2L 9 2L 3 29. 5 XS. 31.5 .

I Based on the committee's assumption that direct borrowin and off-belance-tieet htancd" wil
provide up to 25 and 13 percent respectvely of additooal domestic debt nd equally rapiul.

Note: At the request of the Senate Finance Committee the above data has been calculated by apply-
Ing return and debt assuaWtonas spwctWied by the Finance Comauttee staff to Exxon Corp. toIlasuts

fW domestic petralems ad natural gas epetatios as of Jamury 1. 1974 ($6,849,060,000) and ean
andone-hal times its avrm rate of return on average toa domoster petroleum and at us
assete over the period 1964 73(158 .pcnt). The data produced pvwidess a e prolectio
of tunds Ovalab4e for capital expend•tures and. accordingly, should not be CoetMed ass " oseces of
Emem Corp "$ domestic capital expeaddures over ase neat sevewt yes.
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ExxoN ConroaAToIN,
MXew York, N.Y., Juse 18, 1974.,Mn. ltOnERTi M. W1LL•.4),

T/lr Co.uwel, Co,,lntiftee on Financý, U.. Senate,
Iraashiigtop,, D.C.

IiE4R MR. Wiltx: In acmirdanme with our telephone conversation of Jeane 14,
1 am forwarding the attached information on IExxon C7rixoratioin reiurns on
shareholder equity. The first line repIreent the return for the total corplrationm.
At.4 I indicated tver the telephone, this is the only valid return on etquity which
can be coilputed. Furthe-r atteluiptl to state surh a return get into a linulber bf
arbitrary allocatioin of the corpioratioin's. financing ax well ax arbitrary :tllocatioins
otf headquarters' net asists and administrative costs. lhwev.r, Aince you idti.
('ated an urgent ineid for a statistica:l (etiluite of sulch a return forothe U.S..
and foreign ixptroleum •eglwnts oif Exxon CIrlmratioln, we have iiude sonim
arboitrary wssu• plititoiia and the rn•ult aire -.hown o1i the attal hiulent.

As I nientiotned over the telephone, I would request that vyii not refeir to the..e
iiunlx-rs a.4 ExxmoIn return til ha-holders' equity for these two .gllieiits oif
the corporation. ll,,wever, you iuty "ise theit in your study if y',u desirv. If we
can be .f further help to you in this effort, plea.e give iie it cal.

Very truly yours,

EXXON CORP.

RETURN DATA

1913 1912 1911 1970 196 1969 8 19%1 1966 1965 194

Return on equity Actuall cselWald u............ . 12.1 13.5 12.4 12.5 13.3 12.6 12.0 11.5 11.1
Estimated uteaisim equity:

UnitedSttes......................... 11.6 15.3 15.3 14.0 15.0 140 14.1 12.1 9.9 9.1
Fmel ...... .................... 19.5 12.3 12.5 11.6 10.8 12.- 11.3 11.9 12.4 13.0

EXXO. ('Oi'NiATIO.' ,
,\LNe York, .Y., Jote 24#, 19704.

7'ar Counusc!, Committer on Fina"Co,
U'.S. Senate, l'ashiwltotl, D.C.

IDAR Mn. %'il.Lx: li actcordance with your telelthine request of Juile 20, 1
amn forwarding the attached additional financial data for Exxon Cuori,,ration,.

Tihe attached information follow.- the pattern umd in my letter of Juno 18 and
the Quiestio)s I and 2 ineluhed with Mr. h. K. Mills' letter to you -in May 17.
The first line. reprtlesnt- average ein-icd:ited net ai.,ets for the toal corploratioin
-slid is in accordance with data eitaintd in itur Aniual Report. The esltimlates
for tlh,, U..*. and foreign sgn•imitolt.s arin estin:tlws t btiettd after using e.,rltin
:rl)itrarv izsuliiitiutls. Certain (.'lwttical operations u.nid parintl romptany itornis ore

A. mientionied in my previins letter, I would reque.st that you not refer to) thet.(
e.stiilate. :is E'xxo)ln's ilet a..iets for the two st-ge•lts. llhme'er, yout iniiyu.,ethetili
in your study if you --4) wish.

Very tnl pours," " " U. J. l~lGRAit.l;.

By It. W. PI.N.SmTu.
EXXON CORP.

RETURN DATA

[In millions of do0laisl

1973 1912 1911 1910 1G9 1958 1961 19(I6 i%9 1964

Average not ai•et$:
Con,.oli3atedtotaI.actual. 12.994 11,931 11,272 10,522 9.974 9.616 9,158 8.110 8,461 8.177
United States. esti-

mated 1 4,716 4.6"99 4.325 4.193 4 141 3.800 3 74 3.61? 3.515 3. I'd
foreign.estimated .. 1. .,38 6,984 6.808 S.8 2 5..519 5.422 S, 212 4. "2 4 98 4.%8(

I Includes petroleum anJ uitutal &as lot all years.
I Includes petroleum and initial &is fo 1972 and 1913; and all foreign operations lor 19(A, 71.



QUESIION NO. I

LXXON CORP.

Jim millios o0 dollars

1913 1912 1911 1970 1969 1968 196 19%6 19%6 1964

lout corpiorate:
Netm ............. 2.413 j.1I , 1 .511 1 .30 1243 1.278 l.l)! 1 054 973 %a

I M .931 1272 t $22 9.616 9.118 3.110 8,467 8.17,
Rate of retur 00 asses. 18.8 12.8 13.9 1 4 12.5 13.3 12.6 ILO 119. 11.7

United Slates. -
Net iVcom . 830 Mt 677 987 62 $32 04 43? 318 323
Netassetsi.. 4.116 4.6" 4 42S 4.1 4.141 3.80 3.574 3. 12 .31! 3.330
Raleol retainnql1assets, . 11.6 19.3 '19.3 1401 19.0 14.0 14.1 11.1 9. 9.

Foreign.
Net ,mom .......... 81.470 289 851 680 996 694 615 994 594 M 66Netassels, , .... 7I,$38 6., 6.8, . .,9 .42 .212 4. 92 47. 9 4,(,,
Rate ofeidlns a assets'. 19.5 1.3 12.5 11.6 10.8 12.8 11.8 11.9 12.4 13.0

I Aveli- of believing and ending year. (TIhe allo•ation of petroleum net assets between United Slate and loteign was
cakuilaled hy detlemining the uleationilip between total ueilrlo aital employed to the totutl retun on shaeiIloei equill
and apgdying the calm thus Obtained to total capital employed an the United States and foreign operations. respectively,)

U S. net income. assets. $ad fates of relurn aie got petIoleum and natural ras operations only foi all years.
Since the allocalon of net income on petroleum operations between United States and loteik.n involves %ome arbitrary

assuwnptons. Luzn questions the us o0 suc, ishuils$ as aciately teptesenting returl on shlaeholdeis equity in United
States and Io:eign petroleum cpelatsons.

4 Foreign net in.ome. assets. and iales of ,eluiu, are lot petroleum and natural gas operations onlf lot 1972 13,iand IcI
all txion foreign operations lot 19471 Foreign net incm.e assets. and asles of return bilcken out lot peltileum iand
natural gas opelatoils only foi 1464 11 ate not alaamle

TEXACO, INC.
TlI.NA,'O, INx'.,

S, er York, N..V., April +, I:.1 .

iloUmls f. 0$1 Fi,,fi-•l,

11'"A4*iq,Io,,. IP('.
lk.,,,t St..% %i•rti L,-st: Thi, is in rm.-Iosm.-e W, y, ur .Nbeh 1:1. 197"4 hletwr itt lith

nIhiliv+r osf pow Clr(llllldll.l.'+% w-ork fil htil I'nil;-d Sto1t1vs ilp.rul.01list of voiotlrv,.,n

ivh,. irnmili, tin illstr tlI,.-li, llinire linslvl,.P emepl~ihd illid is v'ltei,,,.d..Mo--t

iVf the pnav,.r.•t re mil iln th fisrt-tt stigui-li',d hy Mr. I,,h,.rl L. U ilhmi'is -tIb.
m.4(liltvlt lvttr i ve.ti-il fi 3 ,niihf l.r-lth, det-:,il invli'Ied ill eil:1hIZiig l1111h i0 f tilte
bklfl ivlll:titl :lt r'.oad" ath4eve'l,,ld wotild lI( ive flurthlter heluyied t hi rv.--ptll...t'.

Sim-.,r.ly y,,r-r
Avv,,s M. ('C.%ii.

Q•urstiu, .No. 1. WV1:11, wwi& 1114. ,1vertl ii e r 4,,f Ptr,.nll, ;tfltvr ltoxts, ubirih v,,,i

comilnilly r,:diiz,.d sill tsitaklh,,iier" illz'al id.,hia ( ivtt,(1 , ,t v~.tlruti, It. dvv.5,'l,.lllinv.ll lprshleti, , lllisi~tifeturhlig, trowii r.,it~litinl *itid lio~rkt-lllg tif letlriiqlllli

irtsilr., ill the ltilted Slowt,.i?
(,) W'hmr. :il4dliehhle, Iu•l:,ll KiS, the sitir'e of lhis iiuftarnllitisit.
ihi Arr til.e,' figures for U.S. ,u.rutsitiopiw (lilt,.rilit fri, fit li.v tiglurs usl.(i in

j rt-l:irmii thi' re'plrls , stovkoillti,.rs :lnd itftinitjiitl Ir,,vidd thlbe Iidi.r.il
Irrn ,. (,,Ualiit-+.ai,,ll fair porl'se.-i t-f prepirilig its tt:ttt's of hloturn ill Sin th'tclti
.M.tiilf:itemrillg Jlltiltirt,--*? If mo. phle,,-e t-xl)l:tiln.

(0 ii,,w dto..+ t;!( rolte of riturli silt U.S. pitrtlihu.lllht itiv liiitt , -i-. de-
s.c'ribeid slm\v, eonair s, with yiour r le tof rlturl itfll tther ilt-lrlh-tuit5l'?

I'orrn itigp allriblaisble to 1 ".,. operiiliouis ,I* rfrccn1l of +.'lilluh lii art roptJe slockhohh r,'
tyuily i i M in I (.*.

)*ea: Y e:i4r ---+ C4 i ii ii d
W1,73 .................. II. 6 I96 ....... I6. 9
1972 1 I'2. 3 1967 Ioo. 91
I 1 1.. - 2. 2 M .. . ...... !6. 4
1970 .. . 12.7 1096.' ) i . 1;
1969 12. 0 1964 1:1. 4

'01 Th," -ioure' oft lit( iinfiruniti,,n is v,,ttinatated atlii,o:ttiii- of m:arli ds : minr- :,.r-
,ge -.ttickhbisloh-rW.' vijuit y dlilai Coln t ;ltwd itt ('olliptmly records.
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(b) The Iiguret fur ,ornihigA4 ttrhd.•a:;ihe too U.S. ,M'lttrolitow nrn n -to different,
frist the tignre utasedl W prn-.lring tlhet C'lisittjn. At" 14 Restl i hteirt t.o !, 1 -lvkh,,lders.
I'MonA Afir e~oh, ite.d awer;sgtte -ttlkh.id'ers' 11jt1llit itt111 the O.'*. 114v 11t l. n
Inll~uded Inl the. AItnuI;al Ilrt Io ,Sthckh,,lIrs. With repect I,, e:arni,,f miad
average st,..khildchrs' e(luity. tigumres lor-viu .d ti t he Fhdenrl Tradl. ('litililij.ill
l )rior too the f-urth qtllrtehr sf 1107:1 l|rer..e.1 d toi.tl w,,rldwide ul:elut 4,f Tea.i',

ite. mild sas,4hidlihry etlliIit llIev.ý%sa',s,,lidhtted. lfective with the. f-turth (pli;arter
,if I!17:3 stehftigures wr.n ljr,,Vid,.l lio ItIe F,.,r:,l Tr:lde (','ltlisiiii-Jin 41It :i l,
w,,rhdwide lhi--is :s w hefe ro, ,uid in :tddililsi .ach |:tiln were- loriided ssilt re.-%wet
Ito U.S. i liJn ititowi.

ir) The r:note sf return a. (lw -trilwil Oluolve rtl.lh'l.; :411 liir;,lilt).
Q( e.gliou. .No. 3. • h 6 ~l i'. t in r 4 l o. ef l srsdti:ihiliti I, .:.I,.'? Ii, li,.. ,Ii her t :.in

exc'ise( tsvv-?• Too hl~tlr m,,.1.T. Ititolil llV0ill tllJtehildilig h,,rrmw,.d caillit.1l?

Lainings altudbulabte [aurnims attulbuuialie Laings athlobutble (bininr atlltlablable
1OU.S. o0clations as to U.S. oPeats8 $ as to U.S Opetatlons as to U 0 o0eua16o1s as

percent of Texaco polcent of Texaco pitcent of Texaco percent of areuae
and subsidiary (om. and subwi!,air and subsulitay com-. oaneel c:'.,lI tn

panes, ret Wates comp"aes" dtect paties' U. pa0to4J United $tles
revenue fi tit taleS and emPl3)0e

Year United stetes I benetids

1913 .............. . I0.5 I ;- 13.3 9.6
19/7 ...... ... 1.I 119.4 16. 10.2
1911.... . 13 1 193.1 31.9 10.1
1910 14.9 131.1 94.9 1I 1
196 .. .. 14.1 24I 4 94.1 10 3
1968 19.4 A.$4. 134I 4 14.3
1961 18.6 315.8 131.9 14.'j
196,6 11.1 279.3 124.1 14 3
19•5... 11.8 325.6 119.1 13.$
194 ... 15.6 M94. 107.5 11.8

I Saes revenue in the United states ex.ul1eis5 gloss l•acte lom setivlCes. eqittV in net oc~mm at noifsubsidisiv c)m.
pa.ses dividends. onteiest and othei net income applicable to US. opettons The timaings ase the toa aiatibutable to
US. opeatons.

(Offgia, X,. .4. What k the tslitl ,if e,'4ji li,,i "xuitwue midI vitl•iLat ilm ,.-iit,.tit
it jilt Irehltil :L-t-t ', ill idiit,, yt.tir ilo %t;tT.' r' h-a:t i- the l i•i i t its iwe.,,1 y4ittr i #ull
111t':h,1 iiteistiiI ,gslentled lay o-srtmiig-. (lilrtvitt ji4t,. (duid'l isit ,tI•ilwti'ce, vIC.,! till(
pailr I,,I.til inve:..-tivalt iti litIr,,It-uli s.•,1, iliieq~dhip ,'xlol~ot~ritii, oxpl•l%.V?

(stima•ed ca.h fleW
fetative to U S

peIlhtons as
Texaco an804 lsceie of

subs,0tay I Texaco and
(orrPanoes suat aJialy
capital and cow panies"
elploialoly capital and

ewsdoltuies in eurseatoy
the Unitaed tles expenijlkies in

Yeal (millions) United slatesI
percentt)

1973 . (1901.? 93. 9
1917 .714.9 10.91971 ... . 661. lI'...8
1910 .. . flO,5 116 0
1969 . ... 463.1I 151, 0
I19 .... 671.7 7I1. 0
196?. 561.9 130.3
1966 . .514.38 11.6
1965 496.2 11 7
1964 . ...... 374.1 141.0

Represents sunm of toefioing amounts esliniated to be atoIbvtable to U1S operations. net income. depiecia'son. Jepie.
tlon and amoutitation. piovsion fto iOn.ome taxes deletied; equity in undist, o:uted earnings 0o nowlsuosi•i•tiv co-npies.
Cash incomee as descianed is betowe making any plowision too payment of cash dividends arod any othel dasps•' iOns of
funds that may be tequied. such as nctese in woluant capitaL. tepavneat of debt. MK.

Q,,,s.ton .Vo. 4. lr1rvide litf.•rllustiu ti s hits ' uhisdllr ittlaiolltl oif p'Irsils';ltn t*:rl-
ipng djssidl wilt il (di,-ivldends (Wiarinig tihe it. llaiehlih' lit-risil iit(J -hi,•u- divid,.i.- paid~l
W.- a r.iit It 1 .f V.., lo tit.lu ,irniiitix,. A.\--..,iti di vid' wit t i.s Iwo- pay:il,. -mit f
U.S. l•r t rliliemn ettri lags inll -ti. m r:nt is w; '.S. li•,trlt'titu t, a lrlaitags :tre ,ti tutiil
e .riuitiv4s.

44:.: 'W 4 - -4
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Coble div l$eis O
as Iattoborael•Iffillm ullmi"~gll

to US. witmsm
ToW calsh dmdenads boS We• atboa

YWI (0106m) prmms

lJ.......................... ......... ......................... . ,L 36.4
,, ,................................ I...............................$.,,71 ............................................................... 4., 210 .......................... . . 41.S,.6 ............................................................... An 4

"co45.1
1966 ...................................... ...... . . ..
1901 ................. .................. ..... ..... ... .. ..... .. 335 .1
19644...................... 54.5

Quesulioi. No. . Fouirth (torte.r--197:1 Elanirlig :ited lad taill Prier-.. le'a'se
provide nin explaiutietiee for silly hierea.e iln ".. fosert h tql:arter 1973 earlliiK.s q-ver
e.erlier fisiirth (1quarter estruinpig. lii thli.• (noi..e!tieml. It Wtould I., helpful if tile-
expelalione w1re to it lirde :lt 1 edtlilltell of i11th lirslipirtii'i of increase sittriliattlhle
it •;i) io.nnal groswilh its %ile., (ih) itll:litn, + :4l0e..'litee OfI mift lmarkelp; diue to
%hortage4,, id) lerea.'.. ii c'eiliig price(' 4f dilodtestie Icrude, anrd 4e,) aniy ohlier fasetior
ilit'rasslillg psrotit liiurlti.. rot what extent are hiKher gta.,lieie lrie'u tit the 1miujl in
the. fourth qua:,rter sttrlhcihalhle It, itl rea i -Ie rlilh e't.<lllettiv! in te dealer
tmlkwaKg'ei lpriveit txieplain theike m•re' of iieenl'o.; iln rom'1,. ? To illrream*'i in proolit
r.ifl.ted in ea;ler tuelkw:,gese plri.,. Toit hiCrv... lt i te rhe tail umarginl Idiffireulitilte
I, ,wee.'n cccIim .•i"v co slit ri sihed retailer-. iud iu ,.'ndlwldtit l tailerih ?IN.X.0 I tici fiIrtlh u la:irter 197:17 earnings attrile iblell, to tie U'nlte'd Stites (lid nmot
shliow otn ilt'rt'il..e' w n le 'ollllp:rl'd with fill- Giorth qlortelr oif 1972.

lit'ne.:a-4 it Tex.iett'4 deal.hr t:ikwag.lil meric, for ga:iiline, during lthe fi, rth
qovirtelr oif 197:1 were ihi nirtrdl:see' wilt IIl t .i ' .f i'ilK Coincil'Rs and tilt-
F,.led,. 1,'li(rgy (OIll.e'f. Manldatory Pet roleuml laritv! l{4Klalht i, llio.

Tlhie.t ricic iticne ' ie " wirere lmandet,, t,11if'et d- l:ir-fi sr-d slla:ir rec.very 4sf inecrease''d
c,.,i tof desiettitir and islllirted ersde aund lrooduct.s, aA coutjuilted il accordainlce
with the ('LC-I"IE() rel•lhtioeiis.

Texaco d,.'.• nt set the piuup price for gaimsline 'ex'le)tp It .•,mis 24 TeXao
salhary ile'ir:ited service. st.tiuil-.

ln're.gard to iticrease. its prslit rellcted in dealehr tllkwag'ln price,, "ex'1e'oiA',e
('aflari, iAre lot +s lili'uit im e tliis main:iltier.

Qea4'.4ulim..No. a;. Prn,,ide' an estimate 4f ,mir raipit:ih tl.lirl'ileIit. inl l the Un'ited
$tate'' for thel lieriisd WT74 SN. 1:0) s.1iiitl .y3eeir rnlt. 4if rW1Ur1e o111 l.t*. eeiKwr-mtii,
was %he ,i.mte *taI yvor 'verage r:alte of return ftir tIhe irisd 1964 -73:; nod 41h)
USSllilillg ,tier rato rto( i itir was tilse :aied ,'ie-half itinl t ". yiour aielrOKge raii osf
rPturri ftir 11164--7:3. .\,+lllllle for this+ puirlib-•t ht:ll yo wil lbe abhle to hmrrpsw
(lire.tlx" III) tot 25e imre.1t oif .v•ir filltlIl:dl lltne :eand ire:lle' tio li st. -I ie -hle:il:illt'm
sheet ltuitr.'ing fo'r lot l.'re'emit of ysuer i.".Is. Whal ik viour view u4s toe the 'lieily
(of .telll fiilleiig :mlii.l•tiousd m ap:l)lee:hlJI ' te ile eir('ii.u.staece.- uf .oiIr
OlAll11;Uily .9

v 4) m mLN TA

It ig mit ('x:lly e'har what thik qui•stio. i; :atteimpiti.g ti :arriv'e aIt.
Tilt qtimestisn ieivies tlhat 'aipit:al rue'qiremui.lAt will differ depe.ning ujen lihe

le.vel ,if rate tof retuirm. V'iwing Ithe indlestry as :a whhsle. capital reilgiiriemetms will
Iee d.Iteriitiee.l| t% Ihe diieIamand tr ewenergy midol tlt- l pit:al vi(sts Ctt c'iciest eerttiig
tite' facilitiv. e.t'd-ed tee 11114.t the 14.c11.11d. 1In :1 Si'ti., rate 41f retuirit will tiest dItIer-
tecille capital ri-qiiirvi.llel.it-, but rather will de'4terliiiee' wholiee r ior meet capital
reef siire'litis van i':i1i le' mliet.

11v :lith lcer ileterlpret et isti, th.. t qil(u.estion ajpll :lir,+ t~i loe :I'.kiug ftr jerisje'tme'si s -1f
"c':ipitael e xle.elitimr,',"'i. nh t lt-' Fiilvti S<tst i, 1lher tlh:il "'':sjit;,l re(eliiremlel'lt-."'
(C1arly. like hle604.r ihlt r:ate of i'u , 11th gre-iter will IW. ea-.il :av;ailhaility :and t ilt
eucisre will I.. rcil1\'timed. l,,weve.r, it is hot lu'e.,ille Ii, leruj,•iit capital exli.'llituirse
tier .'trin ,1,lltil ihiv\+'. tt ueie'h ili the .. tilt the' Immi.si 44f hItelet tticali. "a•li flhow leased
4e1l :MII :%1.4'le4ll, raeti' e4t ret ,arll iii tilt- IV . The. alIlieciIIt :e'tie:.lI' i ,.-e'Ited isl e '.s.
Ietirolesilemu sin-lr:ationei will hmot oul,,v 'lepeidl oui ve'tiirmy de.,m'aci heut ;al-ts tit, msseie
exitI seu t ilt at r:act .- , ,f :-otfru;st i .i -iifve-t isietts eie leer i.lerv.r imhi-urie!-..
W ide l.' r ,.et .-fre .tirs '-.,rv.i tlhe fmectlli, , 4,f w-w'uraatilg cal•ee ': l. it :ake (erv,.0 i,

all,,.et,. 'a.hit'l 1to it-; ue,,-s elelctlclll't ic ei'e. 1:ir e¶xaseel,'. ta:mlinhg,; fri site fisreignl
operatul toeils could wvIt be r.ieevemt. l iln thel Visited •t•tvs pi.trileuuil ihedee.%try, if
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the rate 4f return were ntwre attractive here. There is no way that this could he
fam't'qsd into a simple intodel. Any attempt to pr, ject capital exlenditurei for
UT.S. aiteratilbou, baed on projected cash avails fron tU.S. invertnent would al•e
rqluire ntlany oth,.r atssutmniptions, e.g., on dividend payments, working capital
requiremnentsi, depreciation, etc. In view of the n vi.n tsimplifying amtisuinptiati-
required, it ii, felt that. any priijeclicou tof capital expenditure" would he grisly
misleading, particularly whelt the United Nateri is arbitrarily 'grt'gawcd front the
re• of the world.

In evalaatinug the toil ihlAustry's rate of return, however, the following should
be kept in mind:

;a) Prodits in industry" ill general have Ise.n in:.duquate in re•eut years. (Gruwiaig
,.hortagts in lit iy areas indicate insulicient capital invest tment.

iDp) Itate (!f return calciulatifits are haw4d a !t hnistorical esstsa :ntd can be imin,'wh:at
Iii,.leipdiuig during Is'ritudl of rapid illlahtisin. A- his,,tarical etthst understate the

va\-le tof t+,.ts in such ijritids, rat'e of ratutrn s'nItis tit INt significantly over..tated.
Rate off return hinst'd tits Ilt-' r-place'ent vilue oif .sse'ts would pIrobably have

Iuiin r,,lsidsralily I-uwer thun botok rate (f return in 19173. 1hitwever, the ecinuonic
feasibhility #if new prtjiects i,, tu.t IN. ils,'d nill .iltlisipated pre'litability Off these new
iorstJe-too at currn.et caait le've.ls. which a .re sulztanutialy higher than costs oft cont.
paralhle invs4slukents nmiade in tilth lost.

re I )uring ieritods of rapid intlaitsan. inve•l-I'r require a greater return on
hinelmtlletl tIo eimiluN'Iusate for the declining jhureha'ing plwer ,af tilte dollar.

sId Iligh grads itduo-tri::l bnds, with a lltiniailll of ri.k, culirrttlly yield titleO
fr C',c1ssuuaplsrs'd with 4Y':. ten y%:srs, agoo.

,ri lltvsi•et ist ill emnrgy industries..; ta.n• too be riskier t han it many other
indll-tri,.s. This is particularly trute with It.-lwaet tIe exixlorati,,n inl ne'w areas zanid
I:i''iv ith\''stttiliiltls toi pijsc'ts rm'lptiriiax ntt'w te'chn- dl,,gical zaipllicat itais, e.g.,

syllilti'ie ,il frul t'al, C hale anid tar saints.
If) A higher |than av'erige rate sof returnl is tihe lneanm by which capital resiuirctes

arn' attracted tia areas ,of grea+'uet uic'd..As eler ." elf-stutfliriseney is at l elbin l g,,:sl,
the rate ,of rmiulrn -liould I.e attractive 'lIitIgh to pull r,.se,'lrti into lithe 'nrgv
indtlitries. Thii, is thr w:ay tIte mnuarket Itiech:tltialml w,,rk".

lit view of tile 1|emve, rats oif rt'urn higher thauun present ratm atre
fully juls iliatble.

Another apliroach has bhen 'prepared, enelo.d as attachments 11 and IIA,
that. itlerpret,,s qu'eti n No. 6 iv: it requelt4 fior capitall availability" as distinct
froaln "Capital requiiremuesnts". 'T his aA.4mnpltaian as tit eapoital availahility permits
a mathematical projtctielit fromin currp.tt statistical data anid declined gulde'liilt`
rmairdinah horr, wilig and tile ratle aif return. Capital requiremuentsl ailm the other
hansi. art' dete't'rmined Ily t1ilt- demand ,for i'liercy, the capital eCots of coriemrtructing
nIte'i.'.ary facility, +' to lla'im such de'mIand.

Silleml 'litlit ii•g Colltii'ilt4t salrs'utdy 11:a(d4 till tile Stal ist ical asp)lcts Of I his (i.'•-s
timin. it i, ,abvilit that teil' i)rjct4ed dlata ill thit e-xercie dio ntt Inclid,. lit'h
',e'.ts iof ectlolnmic ftr political es'selts which mauy v occur in the ntex't twelve year-.

Ally gwaverln;'Itial actiisni tuich ais unrealistic price Caart|kl, nil s'xct•mi prlits tax
fir r,'lmn;val sof thi deplo,'tiom alaowall.' will have ;ipmnifietulit impact in tilt! ability
li mnaintaint e'lVe'n the historic rats' of return (or 1' the a unt tit 4f unlds genierated fronii
tIe ,n-Ca.k~h charges.

Qussiaoma .Vo. 7. Whitat ;a,'r'e't of yaur thot'd United •tuiae',- -sales 4of rwtroltunm
pr Wlucts during tilted applicaide I-'ristad we're derivedd from ft rs'igp crude,

Faorn fla crude rim aIt dinextlr rfiee ricx as percent of Ta'.raco and st4baidiary conm-
paotif a' r.tIiatd producl salts rolume in I nit (I Stale

Yea r - Year -Conlinuted
1117 1 ..................... 2 1.7 l11168 --------------------- 10l.
19172 -_ - - - - - - - 14. 20 196l7 ------................-- . X1I971 2------------. 7 01u; -------------------- 1 I l:0. S
1174 .--------------------- 7. ; I965 .-------------- _-----1. 13

I6i9 --------------------- 9. 6 I1 . ..---------------------. . 2
(Qut 4.liaaa, NVo. S. lD,.s'crile , the' 1ypi,'al itllmalim in whiehl VAsli hasve cailratui:

et'i:otviahamailaa iit h :a fir,'ign .ilaiidiary ilvoalsilis a pririhng lp-rtilamn. 'TO wh:it
e.teit (elit you l4m .sli''ve it la,--ihle (fr a t'itite h.t roauay rmalpving Siailt tla'
pr,-.,ll tax rlgdaul|itmls g,,aarnihag isch rl.hti,,li-lhil, ito -hifl " 'nits'd Statltah Irotfit.
tIe tilt' faaigin shii'isizary? IDt, you rcel.lmmend :mlly ;dter'nstalive ala:ul'r h f(,or
rg.iul:eu ioul , af oith trza'tieus ti, e , v the' Ow hiftiiig of tUisited State's lorelits
tea fearsign .all+idi~aria''.
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()tlr trnll,,fcr Iprit,-r.- tiooftn-ilt suloidiairiv-* are Ibr"wl 4m &stir I...,,l juldgmlt-lt ,4

fair :arem*'- hlio h lpri'e-. Thf.-.e obvi.ia4-v c:.san hi't Ilr .ei-. mid f(rii lit e Its
time wi l,:e-', haw d I li';dlgrn--uei.it- with the t,:''it ma:mnigiinteis. -f f4 rv'istiai ml6
iiti:urite. :s ti4 't.it- fa.ir prim. tha:t sh,,tild Iw, rhtergsd. Likt.wim, we lh.vi' haid di-airte..

.imtnu frosm , ti o tit tslo' with fereigem x,,irliesitt. as will a- lith,. S .. liittrill
l~.vU, .",."rvi,'•, lbul its :all ili't5illrt- hi~te inius d to retad, liirmiu tl it mlt t, lhellrig..

A U'.S. (, aietimll (,llllibilnK with ixi.t.i-t itgiii.telltli% l gbi:. fslsis , c roild stie,• hift U'.S. lpr,,;it,& tit its, f,owixli ,.bhidli:iry %.ismvl tralllm.ti~o,ll |lot-i-vrii wlahw,.

t,.l1iti.i, an-, ye.jtiirt'd tst 1w 'iii aill ritrll' I|iagiiiIna-i.. I ':adir *e4-liosii 4- ,of lilt-
lbtrir:l I4.vi-litr (0,4ld- :nd lI ilt- nlIl:lti,,iI% lIrmiluiadt(( ti.nhraldor, lihlt (C'.-.
mit.ii f .,ii'r -o tnlfemal Rih'i's' lat .tin' !'.ls " tI, r..it rum.'t tin' isit tri..ic.iti,,ll I"..
I sti,.l rilted 1llstilit" whirls he (ht-1lll,,' ll',..:-mr1' ill ardtr its linVriv.l .v14'itoll ,,f

tix.-,r ch-a:rly tit r,1Ihvo lilt, ilnrtslllw" *of helltr. ,•

\,, I.limv,,, th'r,.f,,r.. that tIh,. (",Ilauinai-'i'mr hatc ad,.q'litlt, alitloritv ti
ijtlir, intl'ri-ilmitfli3' I irtlli-tie'.i'alan uil Ito,, t itilltel i elluttg,, ill 1 hea'e i*.9ai.

~h,.r,, h,' lt 'lii"v,. itii.'nt. i-.'aiiLa -lhif'ld 14s the- dtlritti,'ii ,if the' U'.S. '1'rI'ti-lrv.
It -r.illid h6 l41il4Al :t4-1 il lit suir iteieturis:.ny rieitltl airrmixttllitlttw. ttr.' t-illjie.ll40 tll,,-t' -crmllili lo' (iovi•il wLiv',rllim llt• itt- as ,tll a-; lilt- U'.S'. llit-isrlu R•'''ii-no

(J. e,, ui;,, .\;. '0. Pri,,.'id, ilimtftrui:iti, lt :1.I&i iltv'it llit'llt" 1l1i( 4,Xle'tli(itlelr i.
M-id, di. liittd Slat , tt llri"a u lihlt aillie:iiel,, tI ri,,d, lelht,, t hi.k iitk.ritmiti, 4ts t,

Ilw, -siliiif ýwe va;ruliltl- -'ll-idt. lit-e1,11A Simii,,, .t '.11 rdO 1110 IIIIml~litv aild (14,1hl
V;,ljil.,l rai...l ,f - |l, w t h,'. lst llit# .<taiv... dtliri,,. lilt- applicall it- lpvris.l

Teavo and suabo.i.1
wloeeS' ailltal ind

eil to:altOy expend-
itur cutilide I%*
Untetd StaeOr as

percent o1 eav ti"
Ott'situtatle to

Tlxaco and siboid, (rtlw so'S Oulko'le
lils' cap':al and the United Wtte,

e1100.AYy extend' and not equity mo.d
etx tctoutslidt the debt c•li..tl jtiro

Uei1ted Stalft Otutlde the
Yo(stthOs) Uteled Stites

1971. 1 29ik?,418.0 i4
1971 .J41970 305. 35

t949 373.8 39
I968. 394.1 50
1t(1. 331.8 55i9:4 272 5 40

161. 23DO 7 5

Qe,. •#ten .\'o. I(. What w,1ailhl have' lti'-,-Ii li. impart f'Ill raltio 'It retrlt on • ti,,,k-
ht,,lhlr-* ins',-ttaeuil iin pltrrtiuti -ase't.' ill lihlt Uiiiteti ,lttite if tOwrn haid lw','t ift'
dh'l11,4li-ll 1lltwallid~.?

hEerniwn'ix aIIrlltlotq fEo I "..q. apirtltiones its p rr' We o 4 t jI,,jI)i# e#I ,!prqw 4rL 4., r•"'
j" Iin itthe, I .,. f'I.S. li ss Itg n pt rrs fteiego Illo ilon ,i, 'xronlilll Is 'Jrt .# Hit Jim/e tlilrts 1,

1931il% -'.a 13;. 4;
1972 196'M7. - 1:1. 7

1971.. a. i I ltt'l6 ..... 13, 2
1970 I 1. . i~i;. . 12. 6;

-9. 6. 7 196.410................ - O. 1

It -htisld I." ;.'.t''d tht;l ill arriviti, :it the' : rla we cle ittf re'trir. it h:t- I- .ti
11-11ii1-i4 thait pe'h.'rr .ig 0' 'lt'ti'litill ss;i- its '.i-lvit'tv pri,,r it& Jaiititutry I, l!.96, It
,4lisaild :il"II In' realizrl that itf .r''itug' th;lhllit tn h11'.4- l iti di.-r,,lljttieid vli'ii ,
Jiitai ry" 1. 196.4, thiit it 'i,,lhl hiaiv. had ai mataiat-riil 4'fefi't tllimil tlit', C'isnipaieta'"A
polis'y ii, t#& itVi.•lltlitil llrgraiiuiA'-, dividiei(l. vie., which wi'ltht havi, ill mime
Attrtel'.d ilit'wkhesldvr-* eiluity. l'Tef' -tw-u-tr fhrtii.-lid t'prlrr4-iti a2 it illimissiiil,;
ralihllati'nll na1i11.z ill lihl- nenilsiier retqimi'Ad wilthi•it regard toi lith ptitt.titil tidse'r.t,
ititlli('t f the, ui4,•ll4.Ai ibhrt.'is'e otf lii'lt'i'uitugp dtilili'tiii etsi the'( iet ranti',iw 4 lilthe
("tl ailly, thOwr'flirt., otl the, ,antiiil tutn a t'ltkh',,deiv"' tqhlity" duta it-ed iln thl'
atiletitalim.
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METIIODOloOGY OF COMPUTATIONS IN ATTACIIMENTS 11 AND IIA
I. tickholder% Fquity Jtsua.r 1--1974 Fig!to re.pmts 8t-ickhilders equity

In U.S. *Sulb sequent y'arg reflect the addition of if) iwpre.tit of net inlrite.
2. Rate of Ieturtr-14 percent and 21 percent to reflect committee guidelines.
:1. NIet Iuicoi,-14 iCreent, (or 21 weretnt) of average equity (Ixginning + end

of year divided by two).
4. 1)ividesid,'--O percent of net Inetame.
• . Retained nrnmi1i-110 Icreent of net Income.
6. Net Property, Pl Cit and Equipment Jamuary 1 -1974 figure repr".emut,. net

1r-opertyv plant aind equipment in V.S. Sibse" itet year' reflect zaddition of uew
I.apmmtl Intve*tmnint. dine I) mid sulbtractio.n 4 allowance for depreciation, deple-
tion & amoirtizatlion line 7).

7. I)epreciation, D)epletion and Aniortization-7 Ipercent of Net Prolmrt.y,
Plant and Eqiuipmiienit.

8. 'und,4 (hmtnrated-retained earninilgu. pIhi delreciatliom, depletion, and
amoasmrtizatlon.

9i. Addition-, to Workiln Calital-20 pe-reent of retained earnings.
10. Borrowing for capitall lovt.ient.-Incere In.g terrm debt. which will

keep lebtequiitv ratio at 1:3 1975 amid after oirrowing equal to 1:3 retained
earning.'.

II. Available for .Cuipital Invest m,,it-fiu.d,' generated (line 8) phis biorrmwing
dinme 10) leh. ad(ditions to working capital.

12. Tostal I)etlt I),e•e.mlr 31:-1973 figure o-f $1.15 million pnres.nt lonug terin
debd itn U.K. Suldsequmiit year• mreflet new borrowing to achieve ald maintains San
a,.MiMi'd lmiximluii fewA.ile debt ratio.

1i:. D)ebt Eq m•it Riatl o l Decemberr :31I-1973 figure tif 0.29 ik increi•ed to .::33
iii 11174 aind held c•lliistat thereafter.



QUESTION NO. Go

TEXACO. IMC-UA OPERATIONS CAPITAL AVAILABIUITY WITH RETUR ON IRMVESTIUT AT 1164-3 AVERAGE

00 MiIM ofse delani

Totld 1974 115 151 1977 197B 1979 110 11

I. stod_ dw eOft Jn. 1 ...................................
2. Rate of retun ..............................................
3. e icome .................................... 10.431
4. Leu divmer .................................. 5.219
5. Retianed .Aesw .............. ........... S.212
6. "t pretty and emO me. Jan. I .....................
7. OeW. De. ANer............................ S.692
8. Funds aertd............................ 11.W04

. Less =Id. owoak pt ......................... 1.043
10. Borowig fo Caprtl investment ................... 1,07
ii. Avadabbe foe al nvtmen .................. 14468

lI=t 1163 1Me4 1M61

3.960 4.247 4.555 4.1M S.230 1.61 4.0 C4.463 4.S12 7.436 7.V74 6,5(0.14) .................................... .........
575 610 661 79 760 315 874 in 1 .LOSS 1.076 t, 157 121288 306 331 355 3 409 437 469 540 5o 79 1
287 38 330 354 380 467 437 169 503 539 Sign

5.390 S.1 U6 1.234 4.606 7.006 7.440 7,1= 8397 6929I 9.416 1%109 20,704
37 412 4m 163 491 521 553 5a 62 s 0 53
664 720 766 817 871 928 Los?05 1,128 1,204 1.286 t.37
057 062 066 071 076 051 07 094 301 106 its 124
266 102 I1o 118 127 136 145 is7 147 10 193 206
873 760 810 064 922 163 1,048 1, 120 1,IN4 I.276 1,363 1.45S

S
EXISTING OEBT AND BORROWINGS FOR CAPITAL INVESTMENT REPAID BY ACQUIRING NEW DEBT. OEBT TO EQUITY RATIO MAINTAINED AT M:. (DEBT TO TOTAL CAPITAL AT 1:4.)

12. ToW deIbtstis-S1.15 B) ec. 31 ....................... 1.416 1.51 1.62 1.741 1.873 2.M0 2.154 2,311 2.478 2,5M 2.851 %R,
13. Destqvty rai Dec. 31 (1973-0.29)......................333.....................................................................................



QUESTION No.6b

TEXACO, IWC.-U.S. OPERATIONS CAPITAL AVAILASIUTY WITH RETURN ON INVESTMENT AT 136 TIMES 1964-73 AVERAGE

Its mdies of d hal

Tos ! 1974 197I 19716 177 1V75 1979 I9 s 1951 112 1163 164 1n5

1. Stouadlder equiy m I ............................
2. Rate of m ........................................
3. Netioe ..................................... 20.030
4. Leos dwldeds .................................. 10.018
5. Aeeai.d esrnlap ....................... 10.012
6. Net property. pot ad eqmeWt Jun. I .....................
7. Oepr. dL. amor ................................ 058
. Feds ue a .................................. 1.070

9. Less adm. to wok capital ......................... 2.002
10. BorVow.ts for empota investm t ................... 3.507
11. AvadaMe INr capital imneste ................... 19.575

I3MP 4.,M 4486 S.427 6.028 649 7.435 8.2I2 ..177 19.U4 .11,33 1L258

575 975 1.053 I.2 1. 336 1.$"46* 1.831, 2.364 2.259 2.51 ***2s439 43 542 602 46 742 as 5 916 1 o17 1.130 1.255 1.394
439 457 541 o01 666 74 824 915 1.017 1.129 1.2%5 1,394

5,390 6.057 6,610 7,223 7.W04 g.o1 9,502 10436 11.473 £2426 1.3905 15.321
377 424 463 506 563 06 46S 731 803 884 973 1.073
816 sit 1.004 1. 107 1.221 1348 1,40 1.646 1820 2,013 2.228 2.47
on 097 106 120 134 148 i14 183 23 226 5"s1 279
316 163 10 200 223 247 2?5 305 339 376 419 464

1.044 97? 1.076 1.187 1.310 1.447 S1 1.7 M 1.956 2,163 2.366 2.462

EXISTING DEbT AND BORROWING FOR CAPITAL INVESTMENT REPAID BY AC•Q IRING NEW DEBT. 0O1T TO EQUITY RATIO MAINTAINED AT 1M (DEBT TO TOTAL CAPITAL AT 14)

12 TOaM doM (1973-S1.15S) Dec. 31 ........................... t.466 1.629 185 2.009 2.232 2.479 2,754 &,059 3&3 M 3,774 4,193 4.4w7
1.3. Oebtequ rabo Dec. 31 (1973029) ..............................................................................................................



QUESTION NO. I

TEXACO. INC. AND SUS IARY COMPAUEs
I~oos a~mont'.. ujionsl

vow

197 1972 1971 1970 1969 to" 1 --7 116 15 1U4

Totd:
Not oet .... $1.292.4 SM3.0 11 03.12 $ .0 $S6.$8 091.6 s$s7. '9654.0 S59.9 1sm0. I
AvON"stclioldrs e qtty ........... 7.83. 6 6,95.9 6512.2 60t. s. n724. s 5.324.3 4. 104 9 4 482 4.24. 7 4,031.2

Rte or return on veawt stock.
ho "equity (pec4 --...... 17.0 12.8 13.9 13.S 13.4 IS.4 IS.3 14.4 13.9 13.4

Atttibe e to U.S operations:
der mcon" .. $4s3.9 $438.3 sm$43. 8 $1.0 41& 0 $493.8 $440. S $31"4.3 . 4

AveraM s ckhde d' squit ........... 3.924.8 3.S73.2 3.407.6 3614.0 '3481.5 3.2&U.2 2.919.? 2.0.1 2.53.? 2*1.48.

Rate of return an avmte stock.
hou s' equity (PceA ......... 11.6 12.3 12.2 12. 7 12.0 16.9 16.9 164 I.5 13.4

AttUribotab to ehOMs outUad Me Unaed
State

Netincome......................... $838.S $400.7 S64.1 $362.0 11S. 8 S271.6 s256.7 1213.S $196.6 S212.3
Avma sWAkdoers" equity ........... 3.658.8 33806.7 2.904.6 2474.0 2.243.0 2.0wS. I.M1 .2 1,86S.1 1,729.0 1.SM.4

Rt1e of Cetar on mvema"e stock-
htde.V equit .................. 22. 13.3 16.0 14.6 15.7 1&.0 2.9I 1M4 I1.4 I1.S

'Net Inconm eonludes nonrecurring proM of $17,800,000, slur epkcatee income taM, hIm
Wquidwaon of Grat Lakes Pipe Line Co.

Net: TIe source of the toloratioa is estmn d a0ecafes of ammp a" wcasp stldmdewds
equi dat umed is comply scudLs.



QU$TO" no.?2

TEXACO. INC. AND SUMMIDARY COMPANIES

tol'., on -- b in migionsi

Yewr

1973 1972 1971 1970 ISO 196 196 19114 1to"16

Not income:
Attributable to U.S. o t ...
Attribulable to operate ouide e Unted Sues ...........

$453.9 438. 3
338.5 450.7

5439.8 3460.0 $418.0 $59l.0 3493.8 '5440.5 53S4.3
464.1 362.0 35L8 271.6 256 7 213.S 1961S

ToW............................ $122. 589 593. 5827-0 57.0. 5819.6 5750. 1554. 5UK$. SM40I
Sales:'

Unitd Statae...s......................................... $4.304.4 53,631.2 53,348.7 $3091.9 L ,V168.0 12,623.8 S2,651.3 52,467.2 IL 219. 5 S2 1n.0
litse Of proCtnblity percent . ........................... 10.5 12.1 13.1 14.9 14.1 19.4 18.8 17.7 17.8 15.6

Outsie e United States .................................. $565644.1 $4.93S. 3 062.3 53.146.7 $2,813.8 2,666.2 $ 2.513.0 SLO6W98 U.G03.5 51. 23.2
Rate of profwultiaty (pe•cont) ........................... IL21 9.1 11.4 11.S 12.5 10.1 10.2 10.11 12. 13M9

Total ............................................... $11,248.5 88 566.5 7,411.0 15238.6 $5781.8 5S520.0 5 164.3 $4,457.0 51,823.0 $52631.2
Rau ofp rfo.abity(pOt)..................... l.S 10.4 12.2 13,2 13.3 14.8 14.5 14.7 I5.5 14.9

Taxes (other than excie):
United States.... ... ....................... ........

Rate of profbabilit y(Ieme ...........................
Outsd the United States ................................

Rate of protability (percent) ...........................

62.8
$3. 467.3

19.5

5242.4
64.4

5 473.4
15.4

523. 7
64.7

51.915.?
19.5

$266.1
63.4

S.,387.6
20.7

$181.3
69.7

S1 314.9
20.6

74.3
S. 205. 1

18,4

4052.7 7

19.6? NA
T o................... .. 53.76 2715 8 5.4 1 3.7 1.516.?2 51394.6 U.1M.iRatet° ofp bl n) ..................... 25. 24. 7 . 332 334 37.0 3o J

Average Inveed capital:
U•ded States................ ..................

Rate of proftabili (percent) ...........................
Outside Me United Staes ............... ...........

Ra of pro•ftaIlty percent ) ..........................

$4,729.4
10.4

$4,521.3
19.3

TOl.7.. .......... ......................... 2507•
Rate of proWbfty percent ) 14. 8

54.303.2
10.8

$4.06.8
11.7

$8.372.011.2

54.231.5
11.0

3& 509. 513.?

57,741.0
12.2

$4.18.7
11.6$3,031.2
12.5

12.0

$4.059.6
10.9

52,803.4
13.1

83,623.8
14.9

52,5W9.4
11.1

1M5,1630 11,403.2
11.8 13.4

53,412.3 53,080.6 52,931.4 52,795.9
14.9 14.6 13.7 11.1

52.382.? 52,116.3 $5,624.8 U1.667.2
11.1 10.3 11.0 12.8

S,.050 5,5196.9 $.7M62 $4,463.1
13.4 12.9 12.6 12.3

2328.4212..3

01

'Correrted per later information receive from Texaco. I .Sles revenue excludes s nome from es. equity in et income of noeildiery
2"Wet income excluded nowrcurring proft of $17.800.000. ater applicable income taxes, from *ompaaes, divideds. nteret nd othertncomewh set m isa a fetealo emue.

litquidato of Great Lakes Pope Une Co.



54

TEXACO. INC. AND SUB$I8IAAY COMPANIES

QUESTIONS MO. 3 ANO 9

loollar amojints in mltioeesW
Rat.os .. ..e exenoe.u..

Exploga- Adjusted
Net lion earnings

income expense (2+3)

Capital
(depleci-
ajo.. de-

plebol
and amo-

tislon)

Adjusted
plus

capital
(Kcovety

(4+5)

Ratio, Capital expencituteamn exploration expenses as a
(percent o-.-)

Adjuted

Not Adjusted capital
income e•ali revey
(1 +2) (1÷T0 (I1+6)

Year Co0.1 Co.2 Col.3 Col.4 COI.5 Col. Col.I CoL8 Col.I

Domestic: 47 .190.

1964 ....... $37.1 $328.4 42. $370 . $151.6 23 1 9
196S........ 92 394.3 476 4 14.5 125.8 102.
1966 ......... 514.8 1440.5 5s9 491.4 154. 1 79.7
1967......... 561.9 493.8 46.2 540.0 177. 7.1?ft 14. 78.4

1968......... 671.2 548 0 39.0 587.0 191.5 77&182.5 1 5 11. 62

1969......... 468I 418.0 61.2 479.2 218& 697.5 112.0 97.7 67.1
1970 ........ 00.5 460.0 80.1 540.1 244. 784.6 130.5 111.2 7 65

1971 ........ 61.5 4398 59.1 498.9 256.7 755.6 150.4 132.6
1972..... 714.9 438.3 $4.1 492.4 288.5 780.9 163.1 145.2 91.5

1973......... 907.2 453.9 61.0 514.9 339.1 854.0 199.9 176.2 10.2

10yr ...... S.970.4 4.41S.0 541.5 4,956.5 2,170.6 7,121.1 135.2 120.5" 83.8

forecir
19
Is
Is
15
IS
If
11
If
ii
Ii

......... 230.7 212.3 1.1 213 4 74.3 281.7 108.I7 108& 80.2
65 ..... .222.7 196.6 .7 197.3 76.1 273.4 11313 112. 81.5

66 6........ 222.6 213.5 .5 214.0 108.7 322.7 104.3 104.0 69.0
67 ......... 331.8 2W 7 .3 257.0 124.5 381.5 129.3 129.1 87.0

(,1 ......... 394.1 271.6 ... .. 271.6 130.4 402.9 145.1 145.1 98.0

1.3 . 323.8 351.8 . 351.8 127.0 47&.4 92.0 92.0 67.6

305.6 362...........362.0 12. . 84.4 84.4 62.7
71........ 50.7 464.1 ......... 464.1 136"14 6o. 1 107.9 834
I72........ 478.0 450.7 ......... 450.7 138.4 589 1 106.1 106.1 81.1

173 ........ 426.7 838.5 ......... 838.5 211.6 1. CSO. 50.9 50.9 40.6

1Oyr ...... 3,436.1 3.617.8 2.6 3.16M.4 1,262.2 4,872.6 95.0 94.9 70.5

I Net income excludes nonrecurring profit Of $17,800.000 . r e appicable income taxes, front sales of Great Lakes Pipe

Line Co. MOBIL OIL CORP.
Menll, OIL CoRP.,

New York, N. V., March 13, 197.4

lion. RIUSSEL.L B. LONG,
I .S,. sevale,

II'ah iglon, D.C.
- IDEA SE:NATORI LONG: Pu,1r1untt to vyour reqilet, e1t(lo.d please fiud answers

tie the energy (itn.,tiolts:tirt' i)revi,,utly rieceivi-d fronm the Selutte Finance Corm-

nlittee. (Conir•inllg ,iur r-e.cit c, nver.-:1i,5115 with .lr. Rhbert M. Willan, of your

.st1ir" in prep:tring -iivwcr.- to these (I.vtetisonl we have found il1 moie illStailCt.'5

that' our flinancialaid :iceoutitig-; svstenvS :tud data (lid not provide infornmati-n

il exactl , the formn re(11.;,t.(I .t11 ittch i1t-tccsi , we have sup)plied C(oi1ne1uts

which :ire directed tit the intent. (of pur qu1 (jl--tioit. i addition, we have comblcined

the 1anwers to que1mioin1 3 :and 9 to I):lce' thelnl on a. coup)aranble bins.i,

In view of the foregoing, care sho•ild be exercised if any attemj)t is made for

statistical I)1Pr)-.S. to cofll)ine the4e answers with tho.% front (other questiontittire..

During our conversations..; with Mr. Will:in, he requested we al.so provide you

with the impat., on shareholders' retrni on equity and on assets if no domestic

percentage depletion aillowince had been avila!le. For the year 1973, this im-

pact would Nave boecn as follows:

Capital
expendi-

tures and
exploa-
lion *x-
nnses
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I. Return on Sharchlder L equity Without Domestic Depletion

Iln percent

Wwldwrde United States Fuel"a

istimateid .................. .... ...... ............. 14. 6 8 21.3
Without currency onvMrsion fact"a being induded .2............. L.0 8 16.1

2. Return on Assets Without Domestic l)e I)t ion Zltqualt 4.8' a.
For yotlr convenience, we have added thee |igtlre.i as note'i to the an~wrs tn

que stions I and 2 in the body of the questionnaire.
I true-t this will i'u )j)ly the information which you need. If not, please feel free

to call Mr. (Clifford J. Joihnson at 212i8M -3190.
Yours very trulyT

Qurstior. No. I. What, was the overall rate of return, after taxes, which your
conlpany realized (in tockhoiders' investment devoted to exploration, develoi-
sneat, production, manufacturing, trani,portation and marketing of lNtroheum
product,; in the Unitd States?

Answer. The, tale below h.how-. Mol)il's rate of return on average shareholder'q
equity split between [T.5.. and foreign op)eratiolns. The-e data include rhe'iral
aord r•al estale opcrualiots ..ince arbitrary allocatiowis of a-ets, liabilities, overheads
and tax"e would bie re(juired to .4ilarate then from our l)etroleulm olprations.
Because this l)portion (if olr hll-ilu•n i4 rclalirelU insifpllaficafl, its inclusion should
not create any distortion in the data.

Percent return on shaletolder's equity

Worldwide Unild Stiles Foreign

1964 .......... ................................... 9.0 6 n1.7iS . ............................................ . 9.4 t1 11.0
166 .......................................................... .. 10.0 8.5 11.9
1981 ............................................................. 10.3 9.8 10.8191 .................................................. 1.......... 1o. 0.4 11.41969 ............................................................ . 10.9 10.8 10.9
1970 ........ 0.................................................... 1o.9 10.1 12.01971 ............................................................. 11.5 9.3 14.2
1912 ...................................... ... . 11.5 9.2 14.1
1973 estimatee) ............................................ 15.5 10.0 21.3
(I) ............................................................... 14.6 8.0 21.3
(0) ............................................................. 12.9 10.0 16.1
(3)................................................................ 12.0 8.0 16.1

I 1973 it exclude domestic percentage depletion.
'1973 data when excluding earnings tesul'ali from currency tianslation (i e.. conversion of loei*gn proht and loss state-

ments into weaker 1973 dollars) would have been
3 Estimated without domestic percentage depletion.

,Suquicsiion (a). Where applicable, l)l(ease give the sorllrce o illnrini tiol,.
Ansiwe-r..Source of earliiiig. and sli:areh, lders'e qllity is the Anntua lReJ)prt ( 1964-

19I72). sourcee 'if e-stilated earnings and shair(,iders' equity is the l'rnliltg
lhle:,,se f 11173).

S•rlqmer'tai( (b). Are these ligures for U.S. operatiils different from the figures
used in preparing the reports to stockholders and information provided the Fed-
-.ral Trade olnmniisi,,n for purposes of preparing its Itate.. of Return in .•h-elcted
Manufacturing Industries..? If so, please explain.

Answer. lihta are taken from reports to stockholders. The Federal Tlrade
C( ran1iis~ion Collehcts datat which allows themn to calculate a worldwide return on
,hsiarehh.ldern equity. These samte data are tIsed to calculate the numbers shown.

.Ubrve.
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Subqiu'lioa (c). How does the rate of return on U.S. petrolewn investment,
as de•sribed above, compare with your rite of return on otlier investing ts?

Answer. As -hown above, tihe rate of return on V.$. investment has lbeen below
the returli on foreign investment.

Quelion No. 2. Whahtt is the rate of p)rofltability to sales? To taxes, other thatn
excise taxes? To hilbor costs? To totad Investments, including bIorrowed eapfitall?

Answer. The table below shows United States earnings ais a iterement of LUilted
States revenues, taxvc, labxor co st and total aL'4wiets.

Poflw amounts to mulmsl

Percent
Memo* U.S.

Revenue s Taxes I Labor costs $ total " assets arigs

1964 ................................ 5.8 130.8 32.6 4.5 $120.6
1965 ............................ 6.9 134.0 39.6 5.5 152.5
1966 ................................. 7.5 154.0 43.0 5.8 111.2
1967 ............................... . 8. 3 152.0 50.7 6.6 210.S
1968 ............................... . 8.6 12 55.s6 6.9 231.9
1969 ................... ... ..... 8.9 1 57.2 1.3 2S1.8
190 .......................... ...... 8 &2 126.7 51.2 6.4 246.9
1971 .............................. 7.4 1W7.1 45.4 5.7 235.3
1972............................... 6.9 157.7 43.2 5.6 238.9
1973 (estimate) ...................... .7.) 134.3 41.1 5.9 273.8

I Revenues exclude excise and State gasoline taLes. These data are the US. component of the revenue figure published
in the Financi and Operating Statistics supplement to the Annual Report.

J U.S. :amn exclude excise and State gasoline taxes and import duties. They represent the U.S. component of income
taxes and property, production, payroll and other taxes published in Mobil's Annual Reports. The U.S. Federal income tax
piovision included in this total is identified sepagately in the SEC 10-K Annual Reports.

J Labor costs include payroll and benelts. These costs are the U.S. component of the worldwide payroll and benefits
figures published in the Financial and Operating Statistics supplement.

* US. total net assets are published in the SEC 10-K Annual Reports.
NoWe.-1973 estimated return on total assets without domestic pe•centage depletion: 4.1.

Qti.s ion No. .;. What is the total of exploration (.xlense and capital inve.tlntnet
in plttroh'lnn assets, in dollars, year by year, and ais a percentage of the wnllll of
1a) earnings (after taxes and dividends) and (1)) exploration items which were
expenlis? Please indicate whether this tatile is based on income for tax purposes
or for financial book pJurpowes.

Question No. .9. Provide ilnforimation as to investment and eXpenditureh outside
the l united States during the applicable period. Relate this information to the
sumi of (a) earnings outside the United States and (1)) net equity and debt capital
raised outside the United States, during the applicable period.

Answer. Both questions request, information as to exploratiun and capital
Investmlient and their relation to net income and net income plus designawtd
adjuslitints. Q .uetion 3 lpertains; to U.S. oj)trations; Question 9, to foreign opera-
tioms. We thought our rt.p.nise to these questions would be most u.,eful if w&
provided Colsistelit data. (See schedule attached).
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QUESTION NO. 3

Jim Witliops uW dot(la

Rabs: Capital expenditures
and exploratiom expeaditorle

I a Percent of-

Capital Adjusted Adjustedewaldi- 04fnain Wainnls
lure% and plus plus
eOpWNS. E*Waora- Adjusted capital Not Adjusted capital
tion "s- Net tino armngs Capital rovey income earfnp Iecoverl
Pon" income etlpese (2+0) recovely (4+5) (0+2) (1+4) (1÷6)

VWao Col. I Col. Cl.3 Col.4 Col.5 C.6 Col.I Col.8 Col.9

Domestic:
1964 ......... 229.0 120.6 40.8 161. 150.4 311.8 1.9 141.9 73.4
1965........ 293.8 152.$ 47.0 199. 152.7 352.2 192.6 141.3 83.4
196 ......... 441.2 171.2 56.8 28.L0 I1M.9 392.9 261.8 196.6 114.1
1967 406.0 210.1 53.0 263.1 131 446.2 193.2 154.3 91.0198 .... .. 424.8 231. 52.0 M.89 2.3 19.2 0118.6 146.5 8I.816 434.5 257.8 51.9 31S.7 211.1 5m.8 I168. 131.6 81.41970 ......... 2 246.9 61.6 30.5 237.9 546.4 205. ., 92.6

117.6 235.3 62.2 291.5 234.2 . 31.7 241.2 190.8 106.81972 ........ 672.6 236.9 70.6 309.5 258. 561.6 281.S 211.3 11s.$
1973

estimate... 718.9 273.8 64.8 338.6 285.6 624.2 262.6 212.3 115.2

10 yr..... 4.701.6 2.145.0 566.7 2.111.7 2.114.3 4,826.0 219.2 173.4 97.4

foreign:1964 ........ 231.2 173.6 31.0 210.6 971.6 3.2 133.2 109.8
1965 ..... 263.5 167.6 47.8 215.4 111.7 321.1 157.2 122.3
1966......... 234.0 1$4 9 39.6 224.5 119.9 344.4 126.6 104.213961 ........ 272.5 115.3 41.2 222.S 121.8 3SO.3 155.4 122.5
3968 ........ 288.4 192.8 58.6 251.4 136.0 381.4 149.6 114.1
19 9........ 365.5 198.1 58.7 251.4 131.1 M. 183.9 142.090 ......... 373.3 235.8 62.1 298.5 154.2 452.7 I,8.3 125.1
197L ........ 470.0 305.5 64.3 369.8 164.2 534.0 153.8 121.11972 ......... 501.4 335.3 79.4 414.1 186.2 600.9 151.3 122.4
1973

estimate... 621.9 569.0 87.4 656.4 209.1 865.5 109.3 94.7

75.080.6
61.9
17.8
74.4
92.5
82.5
88.0
84.4

71.9

10 yr ..... 3,621.1 2,538.5 582.1 3,121.2 1,444.4 4,56S5.6 142.9 116.2 79.5

Note: Cash low has 1o cover not only capital expenditures but changes in working capital requirements and dividends
to shareholders. Over the I0-yi period 1964-73 in older to covei cash requilements Mobil increased long.term borrowings
about $660,000,000; approuemately hail was loieign borrowings.

QaosIion No. •. Provi(d1e infairuniaim ait t1 the dollar atnotltl. o4 petrlrdetun
.earingit, Itid ,tril in dividild-; during the lal)p)lica)he lieritid and .1li-w dividettd-
paid iv; a p)ercetlt of t.A. plil rol.ttt earnings. .Assllliui dividendst are lftyarI lt ' itt11
..if U.S. petrtiletun earningg& in the sa.tintl ritiio ni C..$. p)etrooih ll tuerningsi tare lto
I)1-1:11 ettrnillgs..

tlollar amounts in millions

U.S. earnings Dividends paidTotal paid out in as a percent of
dividends I dividends : U.S. earaingsl

194.. .. ........................ $141.1 $57.9 48.0
9 .• . ............. ........... 154.9 73.7 48.4

19.6. .................................. 161.3 80.5 47.0
1967 .. . ... ..... ........ 187.4 102.1 48.6
1968 ......................... .. 207.5 114.5 48.2
19 -2...... .... ...... - 228.2 128.9 50.0
1970 ............................... ........... 243.1 124.2 50.4
1911. 28.8 112.6 Al.9
1972 269.3 112.0 46.9
1973 (est,mate).............. 285.1 92.1 33.8

Mobil's total cash davidends are puilisheJ in the i~nantial anl opeiating statistics supplement.
I U.S. dividend allocatiDn basel on *he assumption t iat dividends are payable oat of U.S earnings in the same iati3 as

U.S eaminis are to ital earnings.
; The If S. dividend earnng; ra3ti Is the same as the wa:ldwide ratio published in the financial and operating stattitcs

supplewent.
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Questioa. No. 5. Fourth Qnart.'r--1973 E:truiting and Re-ail Prier.. PMi.a- pro-
vidl, ati 'ijdauo limit for nvy inenur-e it . fourth qnmirtsr 1117:3 e:irtitK- .-ve.r
earlier fourth (I11irtir ,itrIiiKg. liti O iak ilrt'mtl, it winmitld hix lit.iiftl if tilt-
v'Xplmiltlti, tt were to, inci'lutde tilt .-titliile if titi' l•or,,lisr, isf illervat~i :mitrili1utitlpl
1to (it) normal grwth iii (.ahi,) iill:i,,ll, i(c) atis-stce 'if tomfl lnlrkiet4 d11,. It#
s itirliage, (dl) inleaite ill ceilit g lrie t(f d(intilic crdle., uatnd I) knv titt!•o1r falctor
ilen-il-ilg plroti!it liirgil. Top whatii eXtelnt re iit-hr gn-tiliti, liric,;-" oit the piuttlm
in tilt' follrth (ltuirter uttIrilbtithhe Ito itirre1-te itt ct-I reflected it, tilth d.:der t:mko
wlII io• ' i trl (I.xh3fill tilti- tsrce 4Sf ittcrer-E" ill l*Etl! Tip illtcrea-4. in lorilii
ri'-llcti.d iti dealer ltitakwtixgsn lorie'...? T", ittl'i°Lt-i- itt ithe retail ttlmirgit difleretti:.te
IN'wt w'ef' l (c tlplill•" 4'otl rtihltd retait.r- land ittllodeiidetlt P't z. ilrr-.•

Anstwier. Mo,,Il d(..-s 1u1t IniuV' awIditeid profil -otIt s ,,~ italit'tl, .tIlit cmld ht-
usetd toD -iln.-wer the. |litti..to~l. We c. Ctu, i1,,we~ver, lor,,\vide -t-li,°- gent-1rai co,)illil'llts

thutl ure dir-cled .a1 ilt- intent if visitr (ltie.linli.
A vatrietv of indicatirsN .:ir- irepard its provide l t en wit• n stader-

u.tihitig tof c(trreiit o), ritiitti.-. Th-e ilttliatror., ,i.t'ed thit outr Utiited .latli.
fourth qilttrter re.ult-| were very t" mir it, mlr rn-inituti tilt(| tist-lketlilig ,oe'ritiol-t,.

()aur sat1rth (lltierti re-.ilt- -m1ihtered .igifictiiatly dtu1 et ('.i..('. rg'llllkttit'll, Cs,ll-
cerlilig cii.t lUnde.ihriili'il. Undir liie- re'•il:lt ,ilt'r, increate- ilt crltdt. It ic,. iutil
M.ltoil ist1.N tiuch of its cradle iill frmit .stithr ("nllistttj:tii kr itl.lited :taut•t eairtt-
itig-; illillitdiitei Willt IO. c.0-I |4i-Atltrmsith ,*erllitted Itltil thi e tll| jt.tl t tts1tith.
Under he-e4, circits-ntcll• e', f,,r ilIt:tlt'til t li ttrlo iner•a-ui it D)e.etltil sr erttdo
e,,.;ts could i,st Ioe refllct-ed in lproditel pricv-. u1t1il .|la'alry. heI- we. inculrrl.d
in I )et ilnbir is thi1s :tb..irlmd entlirl'y by thie' ('iuilmiaty with tits hs, mi" for fottire
retoviar" t11.s., tit s.smitte future ditte, crrtde 4140.tS dveline, %huirpl~Y while ihe -unil,
(C.L.C rinluh cottiilt'id tio ,\v'erti.

Q urslios, No. 6. Provide nit e"titiiale sff .mur eopituls re(ullirelttetslli. the f Uitedl
$lit-i. for the period 1974-,S5, '-a) •.•lllntilg vitr raite .f 4ret'tit io•l U.S. ,pi-.ruttisis.
wais |ti' a•ule ;a- your aivernge rite isf reliant for tile peri,,d I1964 73: tand tit)
w-.immig yitur raite sof rettlrn ws li•te itnd mitne-halsf illte- vpolar a4Ver:t. r:ite sf
retlurnt fir imiG4-:73. A-.t11111it f(sr Oiin. jntr 04%r,e tht v'ist will be,, luth t Ito .isrrisw dir.et lv
III top 2:•, ferentlt ,,f yisur tinanci' 11

4
444 31td at:r l t'le its ll.l• t he-Imto i'i---hi.i';

hilm:llting for 1:3 jere.ist ,mf vs•ir lteedi. Whi:It jis -sitllr v'iew :i to titl' \vtidity -of
•t'h fi0til citag ws.tl l tt zlitt 11 z.* ;.iplidilhe Ito the irctlntIttiitw•i sf .sutur is(ipo ptla

Alwerit~r. ]I {°•tl t-leui.it,g i m flisreast V•ar-hl'.-eiar e.aitutl rtjlltirittitIit z
l.;iied salmont :it partiltt:ir set sll |ltt'ittg i..llitlEt. iEljieitditure; aire, ll-ore
likely Its hie (etErlitied Isy Ithe ispliErtttiitie.s vtiVsiillih° and tilt' 1itiue-- c'limiiate
theinI ex•tling. IEx|ieuidiltire' fsrecists n' is mrtim'ttllirly l|itirdie.•s whetn limited Its
lllb oill cimtuaIIilv. l' Ileos. tti lmn'tlds tilt .l fueh ctiar, w- the uttllsitilil ssf 4terv:age pott

up for .-ale by tilt- d,.ruu (,,E,'vertlnmitt, tih le.Il -of bid(lsittg att hi'.-e -ale.. ;uli1
iventittlal s•tie-.-s itt finding oil l411d K•• r.-,.re-r'e..

lit respionr.i , it vio-r questions, li•weiver, we can Iittke a number tif gtmeltsA CE sIll-
inentI.t

First, ii(' talle provided fsr Q .s'stbin 01t # hsow. hi-,twric.al .,lu ll .United State-
cuali;wl expelnditures mad (x)llJri txlimit exlimui-e."s fsr 1196,4 thr uglh 19"73. (Over lhii
ihhcuil.e, thes.. expetditunre,. lisrme IOhni tripled, ri.-itng frsis .2241 tltlitil Ist $.719|
tillioin,. The 1!973 ex•petditultres. however, included .iglilificatut iulTlhrn, h0:i-• -AIEv
b..tiiu,,.i and it. In-.;t bie re-'tihlil:u.izet| lihat fut"tire levels 4f ix'iuetdit tru'e will l,,.
taffeted, us %titted -thio've. hbv future ,toptr'tluiiti.- tilte -iv:tilhible -lad Ilh' fulurie
bu1iiNe., elimate pertmtillti1g.

sectalld, thhe ('lEl. Manhtil tlui Batik luts. fill :M1 le,..I twis ,occ;v-i.li-. ltilhili-h,0
a:llse- o• f the petn rolet0111 ildtilIryA loing-terln cutpit:d requilretiteintl atu fil:st•('ing
ileeds. We ittch tiW islf theis studies dieted 11971 :-lad No,,e.lthl'r 11973. Th.uc
stt•die l itImint out the nteed for iitcreuu'ed ilti'riml c.,ish getierrii.ii at. %'elI is its-
cr.:t.ed exterinal lisrrmwings. The w;irting is given hi:t :a luick 4,f iltldlero,':enditag
in thE'. .i' umtr• will csmiltritstite t, selrhiln :kl|t 'ii('11. en e. -hrIrlta N01i11 in theUtlitd •Slttte.- mttid iel-eawlhore. The N.isreutsiv be'r 11173 .'-tid. e',,nlhdes t hlm i'carlimtag

will hbove tsi grotw is' per y..ir in order i,, genera-tte thet fu(lds required front IIw
thrmIuglI l1•.,.

Third. tilte level tof expenditures Mo.lil for :mtly iothiir energy ctstillptly) 1.:lci
stst:tlil will, in line wih It the Cll:--e tilve..-, i'he.-rly depend fstll dhic l'ttw-iuv-
cliiate cre:lt'ed by ('Im1gres.-. if tihi- clinaite itislve- highi-r taxes, higher ,cst,llunier
prices will he temlede• Im ristire cash flow f,,r inve..titt1t uile-s esther i.r it, Ibe

a n riallnei,,n iti f1t1it1 o,1 :mviii'lle fmr ittv•e-ittlnt.
legishaitisn top littit prilits will liu've lthe direct Ifi.ct sf rt'dticed usl,ility Ip.

si11tliin iiv.,ýttntienms in eni'rgv.
h'Ftorth, mte recetnllv rivided verl :ul It ~tilmony I mefor, lt,' Stimit e Plrintnuitit

Slalle,,llilittet! till on lv:.iigttiatios ilslit i 'hid we slatted that in the U.S. we lnted
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a nite of return which k adequate to finance our bul.iness. and attract the ntce-sary
capital. We further indicated that tit he c'.nllwlilive in thvse urvu,4 it was necies-
sarv to have a rate of retulrln all)luximaiting I hat which ltiaiilfacttturitg 11uv in the
U..., which, of Course, varis fr t time t time. It wav itur judgmtient that that,
ratt, of return i, r *iar(ds tif 12'ýi td-ty, maiad would probaxlbly bie in the range of
12 to 15'4:. It sh,,uid ibe r-cognized that we have two tf)i.s of4lblizines, in the U.L.,
the Imarketingr'fining tI--ines and tihe, producing hu ~i,. With reseIXct tit the
latter, it is a ithighe r risk ulAnve. ilt, therefor' would require, a higher rate tif
relolrt tio attract thie( neiei-.ary riAk c'apitlI. li addition, we would exl ict, lnd
req(llire, a higher raht otf rettnrn ril inve"-itenv% iii foreign cIoIutrii• genterally
than we uold require in tw Ulnited Slitates of Anirica lxrcai ta.of the hight:r
rik involved lit the-e foreign ilvil lit,.

ttachltled ik a chartl cilnIntring i ritllte tif return Air r the iet rlemu.n industry
%ith total Ialltufnlctoaring and with :,iu(.e other capital intemi:,ve industry,*.. ft
cats be oI)s.wr,,ed fr,!mu ti,.e, tablel4. that petrolhaul h:,s had it raite ot re-turnl
nlalnaxilahtitely e(qaIl rivr the jiri(il with Itotal ilanitfavtlring. Similar daita
pri..,lntted f.,r Mobil in a:-wer t, yiur tu r....tii, #1 .i,,ws th:,t for NMhiwil in the
U.S. we are bb,.aw thc avvrag,,, "and thnt withittl[ the llenelit of ftareign earnlin,
we wioiuld Iit hltv-(, hal(I a ,utifac,-triry rill(, it" return.

Filtally, a eollilpari-,,ll (of the rite (if inernal fin ancing (of the, oil industry verns
other itduta•try i, a-s follow-:

Percentages for full year
1910 1971 1972

All manulr fluriog coiporations ........... ....................... 7 .1 76.1
Petroleum retiring -.----------- 1. . 6.5 77. 9 .
Eitarlcal machinery equipment and supphes...................... 662 89.6 69.1
Primaly ilon and steel ..... ................. . 69.0 69.4 81.2
ChLemicals and allied products.........-.................... .. 78.1 71.7 K. I
Motor vehicles and equipment 8........... .. .2.1 80.3 90. 1

The Ixercentage of interal financing set forth abi-ve were caleiaheted based ul),in
daltt ttiken frout the "Quarterly Fitimlcia.l Itp.lrt for Mallufacttirinlg Corpo ra-
timis" for th- fourth (qllarter of .1970. 1971 mild 1972, Federal Trade Colulllssi.oll- -

,vi.ritiis anud I'4xchlage ('Oslalimik-ifil. These lubllicatiorms carry the Library of
Congress (laitalbi (Card Nniller 493-45545.

These calcttlatimuis were nmade' using as external finiueing the net of gross iww
Iiorrrwiigs and cicapithl stuck less the debt anid capital stock retrranuent.

It is tour mllder.tanding that the, pIetrilula refining ciat.gory in the FTC
statistics hiuiludes ilitu'grirted ('eilti Ihlliie, !.lth ai l Moblil, 1. well as thlr).e oinll.
partei•s white incir l .ii lbuiss k• peltlrihlein refining and nuarket iig. We ,,xii'1t-
that the st-ries dlws lint. ineidid C•iIltjlei('. engaged exclusively iii ipetr-le.-um
exl~ihratlimll and producing.

Molill (tI. CoII P.,
M\.ii York, N.Y.'., April 1, 1974.

Tor ('ott sscl ('omindlive ost Fittotim'r,
I .'S. Si ,atle,
ln;/sh i1gto.t, D.C.

I ) NI1. WI~.LAN: W' have ciaullt.'d the fo•ins for Qu-tinilns fl alld 2
which v'ou sl:)plied bly letter uf March lit, 1974.

We buve reviewed angila the (data stlnlittld with respect to (tiestiln of. In
view of the iinIv llhcefrt:iinties surromanditug titir inlIt.At"hry utl t ,here aild r .htiad,
we have n,, conflidlente in ling-range caipitti slaendiig arjectioin,. In view of this,
we aire extremely reltctwllt to expand ullponl itiltirauitiot alresidy furnished.

I hIve be, s)1 advised thtIt Voul arre ali• inte-resied in obl~taining sin estiualte tof
1974 First Qutlrter e:arniings said 1 c Pillparim,,lt tot Folurth Quartter 1973 esurniilgs.
As ai maitter of long standing p.aliev, MNail doies tit make public tkstlni~it*s of
future eitruiligs. I titll advised that stlch pilllic estimates winild lead to ciiplicis-
WillIfS with the Securities 1111(1 I'nx('h.'unlg. ('Eunnaii•,ill. Whenl milr First (tuarte-ir
earning have I1wen published, we will bt. ala:d to discuss thelli with you.

Siticerely yours,
GPUul. I.Tax u;l,Gencral Tatr Cou tsrl.



QUESTION NO. I

MOBIL OIL CORP.

PboUars amounts to n.u1onsl

1973 1972 1971 1910 1969 116 196

Total row potato,:
NM nrne....
N- t as'.' (shat.'holders' equity)
Rat, of tmtutn net assr-ts percentn)

Untt. I Stat, -
NO tinome
firt aetb
Rate of rtturn net auscts (Oiercent). ...Fortttgn:

NO assttu
Rate of rotor r, net assets (percent).

7 9166 1165

$849 3 $574.2 $S40.8 $482 7 $45 5 $43.X $385 4 $356. $320. 1
$67. 14 8 $5,145.4 $4,831.9 $4,540.1 $4309. 1 $4,094.5 $3,848.9 $3 661.0 $0,483.5

15.6 11. b 11.5 109 10.0 10.8 10.3 10.0 9.4

$215.0 $238.9 $235.3 S246 9 $251.8 $237. 9 S210 I $171.2 $152.5 $120.6
$2.775.4 $2.666 4 $2,543.1 $2513 0 $2.395.3 $2.366.6 $2.196.0 12,071.5 51.977. 1 S,788.3

10.1 9.2 9.3 10.1 10.8 10.4 9.8 &.5 &1 6.8

$574.3 S335.3 $305.5 $235.9 $198.7 $192.8 $175.3 $184.9 U167.
$2,939.4 $2,479 0 $2.286 8 $2,027.1 $1,913.8 $1,727.9 $1,652.9 $1,569. S $.5m6.4

21.2 14.1 14.2 12.0 10.9 11.4 10.4 IL9 ILO

Souce. Financial Con:rols Depaitment, Mat. 28. 1974.

4

M*4

12941.2
$3,U34.7

9.0

U173.6
51.536.4

IL7



QUSTlION NO. 2

MOWIL OIL CORP.

[191M amounts in mlli9ns]

19fl 39f i 1970 1969 3966 1967 1966 196 96

Not Income:
Undte,-States .S.... .. $215.0
Fot,.ign ... ... ... b74. 3

Total . . . . . . .. . . . 8,19. 3

Salt-s$
Uited St:tPl5 . $3.9"9. 5

Rate of , otstably (percent) . 7. )

kate ce prohtabtiity (percent) . . 7.6
Total $11,. b15.6

Rate of It;aediabltty (percent). 7.4
Takzý- !3IlB than erwile):

Urutct Stati . $191.8
Rate of ptotitattwtv percentn) . 58, 5

rot-.Jyl $1. 2 13 9
R44,e ot fnctatty (percent) . . 3?. 1IotJ t . $1. 40$. /

F,3ate of 111ohtabilhtv (I, ef..ent) . o 31. u

Em;A4uy I cI ut-wl (total a"ets).
UOslt, I Stat .% $4. 8" 5

Rat, etpototabodt (pefrent) .. . 9
Fumwl $5. 796.9

Ratt. of plolttabilsty (plcosrnt) . 11.8
Total . $10. 69 4

Ratu ot piofitabthty (peetnt), .... 8. 5

Source fi not-t.al Contrcls Depaitnient. Mar 28. 1974.
Note Ste .g: re tc!J question 2 pet letter June 12. 1V74.

$238. 9
335. 3
574. 2

$3,49. 1
6.9
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8.9
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$3. 581. 4

$3, Wb,
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$17, 13. 0
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$237.9
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$2. 768. 4
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5.5

$6. 2931.6
6.8

$126 4bt:. 3
$381 6

$6e6. 0
45.9

$3 520 6
69

$3,380 2
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6.6

$210. 1
175.3

385. 4

$2, 518.1

8. 3
$3,381.0

5.2
$, 8"99. 1

6.6
$13n°. 2

60;
$240. 4

4??
$318.

50. 4

$3.346 .
6.6

$1, 877 8
64

$6,223.9
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$171.2 $152.S $120.6
l84. 167.6 173.6
3563 320.3 294.2

$2, 292. 0
7.5

$3,017.8
60

$5.369. 8
6.6

$111.2
60.6

$223.
45. 3

$334,7
51.6

$3.016.7
5.8

$2. 596.0
7,4

$5,612, 7
6.5

$2. 194.8
6.9

$2. 81. 36.9
$5,013.1

5.4
$113.8

57. 3
$194. 7

46.3
$30s. 5

50.9

$2.,902. 3
5.5

2,t392.6
7.1

$b. 294. 9-
6&3

$2,047.8
6.9

$2, 49. 3
6.8

$4,597.1
6.4

$92.2
56.7

$U76.7
49.6$268.9
62.2

$2,641. 1
4.5

$2302. 7
8.0

$4,943.8
6.1

.LI

-I.
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MOBIlL Oil. (Cou..

.\cw I ork, N.)V., Jia, f , 1"'eil,,clli~u~.-i;.l~., 11. Lox,;,
('alirmanu , ('omuiltrc old Finance,
V '..S. .%Vale0,
IIr.ikhilglon, D.C.

l )•l: SV-x.SiTo LONG;: Eleloosci(d ia :a furtiltir r.eism-,e too otl.-t ;, #6 ,is vitr
(jilti'c'.lilillr Th'. mah t ei:steriail r;tleiiiitted hia- Imti' lirl•trd ill :acic,r(Ilitv( with ilis'
form tlitit •istI f1urailed.

We. v.•x~sct that toulr U'.S. cap1itall e.ximndilllr,,.i in I197'4 will liN i11 e'x'ess, ,,f th1,s•,

ihicirrn.d in 197:3 when ii;h ;llllniill c ximtiljnded wa;. $15'iliilic1n. ['1liI- :1,:hilit
fr U'.S. ':tpit:al m ex'lditilr,'-. Plir-ulllit too the :..-ligtijut i. ve Rjs,,ll. wolid 1i,.t I,.
:deiili:te t,, ciov.r what we itow i"rve,...e, f,,r i;lnIiiditirm- ill 1974 ,.vit if .1iei,
U.S. racte 4f return w:i.; 1101 ; 4 the :ve.r;,uge 194 1i17: r:tle.

FI:rl hernllre.. tiOw, funl-•s nlil:ilhe Witd mot iequt:al S7' (if he Illo'r I, ,ro.,ell 1I74
V.S. capiut:al expen'ditures'. The 1074 c':iju:l eximtditnurv% iphlatiod for tIt. I U.S.
:ilr,(l,,oii1a:ilit ly fltr exlli,,liiio :nuid rmidtii ion. ni:,elit:ceti'irinig :still( dIirili-

-tc+ inetihlVe.lls.t hrioigl IN l nie 1 Ir ,elit;|l:,e. ,, ,ilr. 'ii*. 'll iire. w ,, W4miijgl 1t.1.
thitik it prilrdent or p)ractica:l tot :cs-unli ith:at il the fitit ire htit-l h-tird e:ill c ,r u~ill
rely gr(.:it h" (ll ,dlr-th,'-lnalhii,-.liei, iliiiichiig ftr iniV i,,i imem.. ill Ifi,, l ti,,...

Tit ge ar:ute frmin U..S". wioeratim,.- til' ..S. ':ijit:il ,.\loem imr,.ii I eiii: ft.r,.: ,- t
f,,r 1974, tilt 1t.S. rale acf return midciik nued to Itel gro-tl,'r th:ian 14'o. itles (1i\ i,11
pi:uvllt Wilhl t'eitd tc he i.h'- tit:iiii .1'1 ifr ti(" debht tim lit :m-it r:,ti-o ,tidu lhiave
tio ioi' logrea:ter tiati 261"j.

Atinther st1urce atf tbind- that .\,icil il:, utied its the l)sa-I too ,,C'ielfr it, U.S. ca:pital:
ir-Niiuldittilrt' ltkIs i.'it cm:,.a fllw eltieratid froiti, its llimu-t'... isjrat ioli-. fit view to(
rvi'vtiit eve'lt. ievi'rse:is ;Stoil recen t lrr, v..:,i. regardir g tlls ti :\nItiill in thi' U,.S. ,of
foreign cairliilng,, it k l, ,-itIs, ti, ftcrI,:ist thit liltt, ft i l time e llt teit which that
-''circe of funded will Ihe :iv;iIi to Cc,,vur Iciture U'.S. c:apita:d \.endlittiure-.

P.AVI, LITTLE.I

Quresion No. #f. Provide anli e.,tillnte (of y.iur c:alit~il retqlirilnrent ill tihe Uitited
4i :alts for I(he ia'ritd 1974 N.I, i:) :ls.-unilg l ctir raite 'if return tilt U.S. ,,litrat i,,iv,
w:,% the .nmltv nI yi cur :lVeriag. rat. iot ret rl ftor tihe pieriod 1964- 73: ani1d timi
:sUiling.ilg ypiour ri;te ict rietilrn wtas mi• i anuid .lne-lih:lf tiliiv.; vstir avi'r:cg(' r;tt, to(
rt ulrn 19I4-73. A...IIIIe tier tlih l purlpose' that pll will Ie' :abcii lit Iitrrw direc,.'ll
up to 25 lpierc'itt of yoir tinnncial i'eds :sid( zlre zitti' trt tl-i' 141 l ,It-IlI-:Iiwe--hmeet
tlli:iiit'iiig ftir 13 Ixercent . f yioor eeds... Wih: is vecur viw :- its th lt- vaidity ,if stuch
|illallu'i1•g : ij• t lll li,• b it ipplica:lle tic the( cir'cjr( t l clpi-ict. youir (lcatiVpny! T'risse
Gincn lpr,,vi(Id with thiis que-,i'ilil iiiuli("ti'(1td :3 1'0; diviivid" rlt' :and a IJ'ol l ism
:aiiiilil ca:pit:il recovers rate.)

Anm-wir. We' h:iveI prei):rtd :it telH'elid i'st i•iliu' itt fmtiidt• aiv:aila:ble f,,r capitall
,i'lHlhditulre, in ist Ui limited St.atsh tir hlie' lnri, d 1974 -8-,. ill tili, fotrin re(que-te.d, il
t he' b-.-14,f 4 tillh otwihllgasslilltil iillt•:

I. rh:it U.. 1it iillcecln' :ittir t:ixes wcld Ice geller:itemalt-d aised iln :a ras' tmf
rnr rton t'.S. niet :i-set- tlin:t is (a) tlqual tic tour :averaige* rate' if return icr thhe
i.erioIe iNOW- 1973 (9.3' ) :iold (h) 01ll' :1ll(1 idmie-hult tithes imIr average, rmid, etf
retulrnt ftor tiller ieeriil 196I4. 19713 ' 14.0'; ).

2. Tha-t ftui-• wiclId aikarn ice nmade :availabIlie' freci tihlt rt-tvi-r~v tif c:ait:l ill-
\',.Atd ill previri-i year. :it :iii :ltiiili;al rate of lIo't tsf not i)ricp.rt , v clamilt Ititd1

:t. 'mh:t .,)oc; of'utir U.S. Ilii iile-Ilil' tei cuil lie pa:id :is dividt'nd, to iinr siso'k-
hlidt'r.-.

4. That externall direct cimr,,wihig.. wculd hie it:imld eit :tit :titliil:eil ra wlhiil'
%'46111d II;lililltht •,tor U.S. debt :11 :i I,'veI viulall tic t he p•erceint:lge relitiicilhilc
it1t, elhit - :l tit d 't.s lU. t :n.et et, ill 117:3.

i. That lih're' i, lt ch:liigi' ill w,,rking c:apitl:c. (;Iv-'e( thel.-c, isoiliilii.i i he
fmtuls a:vailable for ('ca)itail el.niiitries ill 1974 would hli:

Ili) *4.5 llnilliio, :ai-stlmiiiit im ir return sn net zu.i-ets i:4 (equl ia ) toir tiv,.ritg
rate i fr thi' period 19194-1973.

(b) •.130 hIillitill. wsiiig l iir returnit tli nl t z1iai'ts1. is mt'1 ad mie-hlilf
t iilme4 micr :.vt.rage raite ftor tilt- period 19t4- 197:3.
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The' capital I-XiX'ndiire's sh wn iji tilt' f..rnm :are not a1 .IiI fr•v':il t bIt :aim
eNqual t4, tihe C:.Ilh IIfow av:ailable' for C:,iital .xpeit4diltir.- produced tmider (fie given
a'ihlilt i,,li'+..At.IuaIy, our c~iajital ,1pjlw'itit -1r; in the Uinited St:ate, t,,t:aded i•5

milli, ni in 1973. We eXlxet our U.S. e.it:il .xpelllditure. i Ic. h igh.r in 1974.
7,14u. given Ihe stfiateld asmIllilloti,,'U- there i. 4i .iguili('lt 4v ,rif;all iln flnds

sivaila:ele during 1974 wo teet oulr exleete,1 ,to:,+l... f i\n iOw the i d. ;iw-tiimntiouI
tha1t 1 we aire Mle, to m.e off-thp-,:,I:inwe--h.et fii:,neinl f,,r 1:1' ,,f tor twe•'• we
umild ,-till face a i i• lgiflcaut, shortfdIl ,,f ava~ilabl.,e fund.;.



QUESTION NO. 6.-BASED Ot RATE OF RETURN CALCULATED AT AVERAGE 1964}1973 RATE

MOBIL OIL CORP.

[in millions of dollas)

Total 1974 1975 1976 1917 1978 1979 1980 1981 1982 1983 1984 loss

Met assets Jan. 1 .................................... 2.775 2.904 3.039 3.181 3.329 3,484 3,646 3.816 3.994 4,180 4.375 4,579
Rate of return, p-fct ..... 9.3 9.3 9.3 9.3 9.3 9.3 9.3 9.3 9.3 9.3 9.3 9.3
Netincome..... ............ 2u 270 283 296 310 324 339 3X5 371 389 407 426
Capital recovery, 10 percent net ........................ 321 341 358 375 394 413 433 454 417 b0 ?4 549
(Dividends SO percent) .... .......... (129) (13h) (142' (1481 (115) (162) (170 (178) (186) 19) (2C4) (213)
Funds availabi-, ........ ............ 5 476 499 523 549 57$ 602 631 662 694 727 762
C.'pital ecpf.dtturc.. . ...... - _ $7,635 460. 510 534 560 u88 615 644 675 709 743 778 815
Butfowings .... . . .. ...... 9 34 3 37 39 40 42 44 46 49 S1
Repayment at 10 percent pot yew io Sth year:819,74 _ _ .. . . . . . . . . . . . . ....... . ...... .. . . . . . . . . . . . . . . . . . . . . . .

1975.. . . . . . .................. ................................... 3 3 3 3 3 3 3
1976. ................................ ............... .............................. 4 4 4 4 4 4
1977 ....................... ........... ........ 4 4 4 4 4
1978 .................................................................... 4 4 4 41979 ............................................... ............................. .....

. ....------.............. ....................................... 4 41981 ......................................................................................................................................... 44. ................. 
........... 4Total repayments ..... ---- ----- 4 12 16 20 24 28

Debt. .......... 721 75 ,9 87 86 941.038 k987 1.138 1,111
2eb. n0t asset. percent 26.0 26.0 26.0 26.0 26.0 26.0 2 6.0 26. 0 26.. 256.



QUESTION NO. 6.-BASED ON RATE OF RETURN CALCULATED AT I' I TIMES AVERAGE 19641973 RATE

Ila million of doltaisi

Total 1974 1975 1976 1917 1978 1979 1960 1961 1932 1983 1964 iS

Net assets Jan. 1 ............................................. 2,775 2.969 3.177 3.399 3.637 3,891 4,163 4.455 4,767 5.101 b,45 56 S O
Rate oefretan, percent ....................................... 14.0 14.0 14.0 14.0 14.0 14.0 14. 0 14.0 V 0 14.0 14.0 14.0
Not income. ....... ........ . 388 416 445 503 o09 545 583 624 661 714 ?64 817
Capital recovery, 10 percent net.- -----.................... 3?7 347 373 401 430 462 4% 532 571 612 657 704
(Dvidcends 50 percmnt)................................. (194) (20M) (2?2) 0?38) (254) t272) (297) (31?) (334) (357) (382) (409)
funds available ........ . ................. 521 556 59 639 685 735 787 844 94 969 1.039 1,113
Capital ezpenditwes ............. ............... 10,193 530 606 600 697 747 80l 857 920 u6s 1.056 1,112 1.212 C
Borrowings . . . ... . ... . ........... 9 51 54 58 62 66 t0 76 8a 87 93
Repayment at co0 t yea ... n 5th year

1974 ........... .............................................. .............. 1 1 1 1 1 1 1 1
1975 .........................................................................................- ,. 5 , 5 5 5
1976 ............................................................................................. 5 5 S S 5 S
1977 ..................................................................................................... 6 6 6 6 6
1978 ...................................................................................................................... . 6 6 6 6
1979 ............................ ................................................................................... ........................ 7 7 7
1980 ............................................................. ................................................................ 7 7
1981 ... .............................................. 8

Total repayments .......................................................... 1 6 . I 17 23 30 37 45Debt. . ..... ......... ......................... 721 772 826 884 946 1.012 1.,082 158 1.,239 1.326 4419 1 S18
obtlnet minet, PercentL ........................................ 26.0 26. 260 26.0 26.0 26.0 26.0 2. 0 26. 0 26. 0 26. k0
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Mo-:11.01,-Coit.(.l.,

Xc'w York, '.Y., Julie 12, 1! Vs .

C h o i r s t w o ,, , ( o m a, t tl e, , " t F i t s m or e ,

( .%S. ,'%rpiat,

M.AR! .$NAT4,1 (l.ol ': |It r.frente, ts. ,,.ir or;It req(lU(', V%%( hzw'' (.;Ilhsta('d

,hlpir.,* rttirl' ,i' :tvirasqw gvs,1tA c.apita;l i,,r the y-:tirI 1964-197:1--"1lit ir-l we.tt
fownipn :od U'.S.

Tlhe' incipme immie,,r ii-,.d il t hi,; C1cudcahi-l,, i- 11l(..1,111 of Ntohi1*.411 ll, 'l i p,,• 114

rc-lHtrtwd v.:14,h1 ,,'.1r. 19!1w; i,,,thir.oc( d•l,.r-t:.ox hitt•n.r1• exlp'n• (o11 hing-te'ru dt-.!),

Inv.,.i .d (.:it ; ,i i- dlef ined :t- 1:h:trt-h.hlder'•s quity plut4 luwg-trnn d(ebt.

1964 196S 19•6 1967 1968 1969 1970 1971 1972 1973

United Sttes .......... 6.0 7.2 7.6 R.8 9.2 9.7 9.0 8.1 %0 8.8

Fonegn ........ *........ 11.5 10.6 11.4 141.4 13.7 9.9 10.8 12.6 12.5 '19.3

Wodd8,de . 1.3 8.7 9.2 9.4 9.8 9.8 9.8 10.1 Ia. 1 '13.1

'Wstout the S15¶ ).'MO fore:C, cudeacy tianslation factot in 1973. the foagn is etuin woiod have been 1I 8 2e ce.i

&ad woidWde I1 6 percent.
,;ti.( •'.% " .,! l• 

'•LI ~ r ~



QUESTION No. I

MOBIL OIL. CORP.

p~owa amounts in millonsj

1973 1972 1971 1970 1969 1968 1967 1966 195

t4et income:
United States ........................ $275.0
Foreign ........................... 574.3

Sates:
United States ........ $3,929.5

Rate of probtabdity (percent) ....... 7.0
- - ....... $7,586.1

y cent) ....... 7.6
Total ......... $1........... $11,525 6

Rate of profitabtilty (percent) ....... 7.4
Taxes (other than excise):

United States .... ........... $9.8
Reates of profitabity (percnt) ....... $8.1

Foren.r......r ......bi.ty.(erent) . $1,13.9
ta y et) ....... 32. 1

Total $1.,----- ....... 51.408.7
Rate of profitability (percent) ....... 37.6

Employed capital (total assets):.
United States ....... $4,893.5

Rate of profitability (percent) ------- 8.8Foreljn 19.... . ...... 5 ,.39
-i.wwf prootabihty (percent) 19.3

Total ............... $10,690.4
Rate ot profitability (percent) ....... 3.8

$238.9335.3

574.2

$3,4391
6.9

5.1
$9,271.6

&.2

$152.2
61.1

$835.0
28.7

$987.236.8

$4,415.6
8.0

$4,801.1
12.5

$9.216. 7
10.1

$235 3
305.5

. 40.8

7.4
35,141.7

5.9
'38o340.1

6.5

$199.8
54.1

$758.8
28 7

$958.6
36. 1

$4.106.9
8.1

$4,445.4
1.26

$8,%52.3
10.1

$246.9
235.8
483. 7

$3, 021.4
8.2

$4,345.2
5.4

$7,369.3
6.6

$194.9
55.9

$443.6
34.5

$642.5
42.9

$4.104.7
9.0

$3,816.3
10.8

$7,921.0
9.8

$257.8198.7

456. 5

32,912.6
8.9

$3,805.0
5.2

$6,717.6
6.8

$163.9
61. 1

$403.9
33.0

$567.8
44C6

$3,87. 4
9.7

$3,575.6
9.9

•7.163.0
9.8

$237.9
192.8

430. 7

$2.758.4
8.6

$3,535. 2
5.5

$6,293.6
6.8

$126.4
65. 3

$381.6
33.6

$508.0
45.9

$3,520.6
9.2

$3.380.2
10. 7

$6,900.8
9.8

$210. 1
175.3

385.4

$2,518.1
8.3

$3,181.0
5.2

$5,8 99
6.5

$138. 2
60.3

$240.4
42.2

$378.6
50.4

$3.346.1
8.8

$2,877.8
10. 4

$6.223.9
9.4

$171.2184,.9

356.1

$2,292.07.!.'

$3,077.8
6.0

$5,36%.8
6.6

$111.2
60.6

$223.5
45.3$334.7

51.5

3,016.7
7.632,596.0

11.4
$5,612.7

9.2

$152.5 $120.6
167.6 173.6

320.1 294.2

$2.,194.8 2,047.8
6.9 5.9

$2,818.3 82,549.3
5.9 6.8

$5,013.1 $4. 07. 1
6.4 6.4

$113.8 392. 2
57.3 567

$194. 7 $176.7
46.3 49.6

$308 5 $2689
U0.9 5L2

$2,092.3 $2.641.1
7.2 9.0

$2,392.6 $2,302.7
10.6 11.5

$5,294.9 $4,943.8
8.7 .L3

I Corrected June 12. 1974. Adjusted net income Includes net income plus interest on Iongteim
debt adjusted for taxes. Employed capital is shareholder's equity plus long-term debt. Without the
$150.000.000 foreign currency translation factor in 1973, the foreign return would have been 14.8
percent and worldwide 11.6 pe:ceot.

Source: Fmancial Controls Department, Mar. 28, 1974.

1964



GULF OIL CORP.
fti'71' Ont. Coup.,

r IaIW tiisgion, D.C., February 15, 1974.Mr. MienHAMl 8TRN:,,

Committee mn Finance,
U.S. S. ,ate,
1I1uahisgtots, D.C.

Du;An MR. STrM.X: Tlhe attaelhed zeliedides; and information ore suhmitted
by Gulf in a;m'wer to your aem.tioammiaire to wituas.,._es testifving before the ,%4imte
]linanre Commnittee onit lebrimairy 1:3 tnd 14, 11174. The following 1):krtagriatls asre
explanattory noteo to each (qpietion mimd provide id(litimual inforntatioII eompulring
Gulf's 1973 rote of return oil dmitlstie opersttiols to other U.S. conil)IlIie,; (S.eparat. 10).

1. Itiforim:ition reg-:ir(1ilg ramtve of return oil stocloluders' imrestmcut (net av.scls)
refers to all inrcslte tits, udot ju.4 lthose rdaliati to pdlrolcum proolucl, since the
informnati,,n is not , available for earlier years on the ):.,is you requristed. however,
all Witt a smt:dll portion of (titlfs tottal invýe.tmnetit is in petroh•i'm,-a nd rehlated
energy fields, e.g., c03l, nuele'tr :stud Iuiirtrltheuiei1is. As the d:.tat supplied in
answer to Qme-litsit I -;how, Goilf*s return oll Bet iis.-ets ill tile U.S. It.Is hui bell e-
clini,, e st'adiy sitlle 19644, mid "et willy reached its , lwcst point iit tile hia; five
year,, i7 197:, or 7.1 ". Tllii l,,w ratte of riturnt retlect..;s the smtilbtatial reinvees-t iitt,
of fu(nd, n f.ex)loralion for Ilte :.it~rces of pmtrnilemtli :and develomlelnt of nuuehtcr
power. Gul(f's riste of return on its non-ever~v related investments (e.g., real
estutv) Is eurretldy htiahutr thatl it; rate of return on eniergy-rl hted ilive,lnaelt-.

2. T1'he rate (of jimritathuility for itnxs s.town is tile ratio of profit after tuxes ts
prolit before tax. VI:r exms'ple, it 19173, '.S. pr, it before taxes ((other tlt:mn
excise taxe-4) was $%3.S3 million (221-:- 147) ; prIlit after tax was $2241 million; and
the rate (of profitilbilitv wits 1 t226 divided by 383). T"'hu, the effective rate 4,f
taxes other tlhat (xei. taxt-s :1, it (perevttge , of iet income before tux wis 41 1'.
Tile ilfinfo'tiont reqle.ste(d esoitelrititg the ratio of domestic net income to (lome stie
]Iltar e,,st-s I iot ztv::ilbhle. It sh,,hld be nte,,d it'hit the rate of return on eaylt:.
eCl94oyed in the U.S. has ailso declined steadily since 196-S, to a low oif 0.3 a.. ili
1973.

3. This schedule shows net income ofter taxes lIit &fore dividends filad the
resulting Iereentage ie.g., Wl', for 1973) is Ibefore dividends. Sclhcdue 3os shows
dividends for the applicable vyears: hence the pIreentange eia easily be calculated
after taking dividetntds into countn. if Litht is dteired.

4. The datin reqtepted in Quwtion 4 are avilable ifily for the years shown. A
Peptarate alcultition of U.S. |etroletni eart'i,-s is not, available for years prior to
1972.

5. This information is not available at. this time in the form requested. Ho,,w-
ever, it eopv of the prts rh:ase explu:ning l ;li" lf. s 1973 11inancial61l result s is at tAehed.

0. This infornaitiotn will be availahble early next week and will be submisitted
then.

7. The attached schedule contaiiing the information requested in Question 7 is
self-explnuatorv.

8. T1 he attached answer to Queistion, 8 is self-explan:ttory.
9. Tihe nttahcld schedule in answer to Question 4. is st f-texl)humttory.
10. We tire also itta(.hilig a copy (of tie :article from the Janutry 1,*1974, issue

of Forbels .Mag:Wiie referred to b1y Mr. ll4.itry ini his testioltmy. As shown (nix
page 65, bIsed onl e:trniings for the htst quarter (of 1972 aid the first three quarters
of 1973. (Giolf's 197:3 return onB equity (nu.t assets) was estimated at 12.8'1, and its
return o•l employed capital at li.t'. Iii faet, its the attachedl dita show (see
answerr" to Questions 1 and 2), the tiettiht 1973 figtires for (lulf's U.S. operathnio,
were 7.1 0•'• ati .3%. "1 hese rates (if return rank Gulf below 500th in the list of
851 Colnlpalies surveyed.

Ple:.,e let tie know if we can be of any further assistance to you or the
Conmnittee.

Very truly yours, J. .
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aUt' Or,. CORP.,
r1aaohington, D.C., Fcbruarg 81, 1974.Mlr. 3||CHoArJ, STI,'r-l,

C'omsuitt1'ee Ott Fioance
U.S. $•estuuc,
lt, shiuugl,,, D.C.

i)A;.II Mu. STLX:X: Fillowing my letter of Felbmnary 15, 1974 I h,,w close the
antsiwer to Q11.40ti111 No. 6.

I would ;I.ko like ts c.Ail your :attention to a chan:ge in the answer to QO .stion
Nis. 1. Ftor the yvir 19172, the U.S. ut- assets shhould be shown :is 3238 i.,•*icd of
3303. This lh:maage• lhe, rmctC 4f return frmia 10.21' t o 10.; ;,. TIe foreign att n '.ett
sh,,uld be. shitwn ai 2171 rather than 2106, but this change has no effect on the
rale (of return.

Very truly youiri,
J. M1. lRa~E~a;.



QUESTION NO. 1

GULF *IL CORP.

IDo"a amounts In monsi

1973 1972 1971 1970 INS 1968 1967 1466 196S 1964

Total corporate:
Net income ...........................
met assets ............................

Rate of return net assets (percent). .
United States:

Net income ...........................
?et assets ............................

Rate of return net assets (percent)..Foreig:
Net income ..........................
Net assets ...........................

Rate of return net assets ...........

$800
5.569

14.6

$47
5.409

8.2

s226 $327
3,029 23.238

7.1 210.3

$574 $120
2,540 '2.171
24.7 5.3

$561
S 521
10. 4

S3413ý 23
10.7

$220
2.398
10.0

$550
5.279

10.7

$35"
3,270

11.0

$191
2.009

10.0

I Before extraordinary writeoff.
2 Corrected per letter of Feb. 21, 1974.
3 Calculated on average net assets except for 1964 which is calculated on actual

3611
5.040
12.5

$407
3. .2

13.1

$2041.818
11.4

4.751
13.7

$420
2. 99
14.6

asO
L 752

12.1

$568
4.412

13.4

$3"1
2.753
14.5

$177
1.659
IL4

$506
4.069

12.8

2.641
13.8

$147
1.448
10.8

",4

$427
3.819
ILS
$304

2.550
12

$23
1.269
10.1

$395
3.591

IL3

$267
2.4"0
sILO

$128
1.171
a 10.9



QUESTIONS NO 2

WUL OIL CORP.

POWle aMMUob *0 Wuidloe

19M.s 1972 1971 1970 1969 1968 19b7 1966 1961 1964

hot income:United States ............
Foreinn ...........................

TrOW ....... ..... o............., .....

Sales:
lnitel States ...................

Rate of probta•ity (percent) .......Foteigo... . . .. . . . . ..
Rate of prohtabui~y percent ) ......

Total ..
Rate of prohtalehty (percent) .......

Taxes (other than excise):
United States

"te of profitatmlity (percent)....

Total ...
Rate of prohtabulty (percent)

Employed capital:
United States ...................Rate ol proitallity (percent)

Rae ;of pofttabil+,tY (pertcent1)
R otal . .. ..... ....Rate of proh~tatekty(preeret) .....

$226
574

$4,619
4.9

$5.217
tl 0

$9,836
SIl

99.0
S1. 484

27.9
$1.641

32.8

$3,885
6.3

$3,785
17.9

$7,670
11.7

$321
126

447

s,9
8. 1

$3,67S
3.4

$7.624
29.

$128
71.S
$923
12.0

$1.0s1

$4,123
8.7

$3.709
4.8

$7,832
6.8

S341
220

561

$3,841
&89

$3.364
6.5

$7,20b
7.8

$1i1
69 a
$832
209
s983
36.3

S3.998
92

$4,084
7.S

s, 082
8.4

59 $407 $420
191 204 206

V50 sit GA2

$3,881
9.3

$2. 716
7.0

$6,997
8.3

$166
68.4
$921
26.8$587
44.s

$3,991
9.8

$3.406
7.4

$7.391
& 7

$13. 073
11.0

$2.407
8.5

W 110
10.0

73 1
$467
30.4
$617
49.8

$3.821
11.3

$3,047
86

$. 868
10.1

$3,834 ....

$1,762 ..
It. 7

11.2

$101
80.6
$418
33.0
54.7

$3,730
12.2

$2.612
9.3

I6.402
11.0

$412 $8
166 147

598 SOS

j6, 11.0 *.-.-....$4,06 '
11.3 10.8

%173 $179
70.4 66.7
$351 $299
32.1 36.2
$524 $43892.9 93.6

S30 $3,172

$, 146 .

$59. 4 $5,032
11.4 11.2

$304 $267
123 128

427 399

$4, 189
10.2

$136
69.1
$213
36.6$349

$4.4U3
10k5

... 8m
10.4

$IV
66.9
$168
43.2
$3me56.8

.... o.... ... +.

.$4 07S
1il.o4

Note. .-Employed capital percent is based on "adjusted" net income.

.4



QUESTION NO. 3

GULF OIL CORP.

P~ON~ ainousab w 41010413

1971 1970 1%9 1968 1967 1965 19M4

Total corporate:
Exploration expense ......... $156 $141 $113 $109 $123 $110 $106 $101 $91 SIG
Capital invostment (all operations) ...... 479 357 253 239 388 44 294 260 272 245

Total ............................. 635 49S 366 348 $11 554 400 36b 363 315

Ear (,rt, ) ............ 800 441 561 550 611 626 %8 4W7
Explore tion nx e xpen .......... 156 141 113 109 123 11o 106 101 91 7

T oW ............................... 9; $88 64 6 734 736 674 6% Sig 465
Total investment and expense as percent of

inc. and expense ......... . . 85 54 53 70 75 59 60 70 68

Total United States:
£xploration expense ............. $57 $53 $39 $46 $52 $46 S9 $51 S58 $53
Capital invstment (all operations) .....- 375 277 113 130 251 254 177 180 180 116

TOWal'......... ........... ......... 13i 330 152 176 303 300 236 1 231 238 223

Earnings (after taxes)......... . 226 321 341 359 407 420 391 3U8 304 267
Exploratmo expense ................... 57 53 39 46 52 46 59 51 54 53

Total............................... 28.3 374 380 405 459 466 450 409 362 320

Total investment and expense as percent of
inc. and expense ........................ 153 88 40 43 66 64 52 56 66 70

Total foreign:
Exploration expense ................ $99 $88 $74 $63 $71 $64 $47 $50 $33 $17
Capital investment (all operations) ...... 104 so 140 109 137 190 t17 80 92 75

Total ............................. 203 168 214 172 206 254 164 130 12S S2

Earnings (after taxes).................... 574 126 220 191 204 206 17? 147 123 128
Exploration expense ................... 99 88 74 63 71 64 47 50 33 17

Total ............................... 673 214 294 254 275 270 224 197 156 145

Total investment and expense as percent of
inc. sad expense ........................ 30 79 73 68 76 94 73 66 80 63

1 1972 capital Invetment as reported in the 1972 Annual Report was $349. It has been testated is Above data are before dwidead pavmemt to shareholders Total expenditure fur Period weie
1973's Annual Report for comparmtve purposes. $2.62 buko Umed States a4d $1.73 bdion Woan; rato us 1.5 Unted Slates to 1.0 tlotes .

1973 19721
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QUESTION 410. 3A

Dividend$

Mtfttop of :D41ars Wr
doluaus share

19 . ... .. .. .. .. .... .. .. ... ... .. ...... ... $297 $.•197 ... .............. . . ................. 311I • 0
19 1 ......... ..... .. ..... ... ... ..... .. .. . . . . ......... 31Z 130
1970 . . .. . . . . . . . . ............. . ' .. .. - . . .. . . . . . 312 1. 5
1968 .................................................. 12 1.50

Il%........................................................... .?I1.4190 ....................... . 12 I.2.
19G .... .................................... ... 29I
1967 ........................... ... .. ...... I..... ..... ..... ....... I29,1I.
19%! .............................. . .................... . . . . . 17 tI.7

191. ............ .......... ....... .f 10

I Before 2-lior- sto:k split

QUI;lTOT., NO. 4

M1A1j .1i of 0:las

1943 1912 1971 19;0 1%9 IM9. 47 I MP IM6 1 196

Total (olporal,4o:
Petioteumn eanings I ........................ $1,142 $64•
Total earnings ................... . U. 441 $561 SIM0 $611 W $'76 IWA ,1,1 121"39S
DiidennI . ............................... 296 311 312 312 312 291 259 M18 19Z 177

United States:
Petroleum earnings I ........................ 4M0 47 .............. ....................
D.iydund, I.. .. ........ .... 124 199 ...............................
DiviJends as a percent of petroleum earnings .. Z6 41 ...............................

Foreign
Petroleum earnings t.........................2................................Dividends : .. .. . . ...... .. ...... 17 i eZ 1 . . ................ .......... ............ #...

Dividends as a permucnt of petroeum eannuInS... 26 47 ..................

I Petroleum 64ar11in11 are before aflnoltization of nioti)godIO ng le3s•es id exloliatiOti and doy liule eipense.
C Bass-Petroleum earnviis were in excess of total ealrngs, accordingly all lividendi are pail out of peto oleum eainming,

Dividends paid were split United States. foreign in [tle same ratio as United Stales and foreign petrloleum earnings were
to total petroleum earnings.



QULSTIWN 1N0. 6

GULF OIL CORP.---US. OPERATIONS CAPITAL REQUIREMENTS WITH RlETURN ON IN4VLSTMEiNT AT 1964 73 AVLA.Gf.

t0. awmiua in w.tiogs

Total 1914 1975 1916 1911 1918 199 1980 1981 1l2 113 IS~4 1165

Investment -4an. I5.. .. _.......................... 61.776 U,029 I366 $3U,741 $4.158 $4,621 $5 135 $5.685 56.213 $6,89 $1,566 I& 275 A0211
Rate of return (percent).... ........................... 11. .. ..........

Nt income ........ ........... $1,928 $354 $394 $438 $486 $541 $600 $665 $734 $8.,1 $$P$'6 $. 05
Plant extaustion t0 percent net investment.......... ... 6. 75 303 331 3V4 416 462 514 %6 621 6in 7%. 827 902
t es. 50 patcen t mdIV •................. ..... 3.962 111 191 219 243 210 304 33? 361 443 44Z 484 528
lund• generated .............................. 10.19 480 534 593 659 732 79 861 944) 1.017 t. t" I.15 1.271
Cptl equiemet.... ... .......... 13. 572 640 712 79! 819 916 l 064 1.156 1. 251 1.36 1,465 1.58 1.700
Borr , .. .. ........................ . 393 160 118 19 220 244 266 289 313 39 366 3 425

.4

Repayment -10 percent per ytat:1914 borrowing .......... .. . . ............................ . . 16 16
1975 bo row ang ........ ..... . .... .......... ............................. .
1976 borrowing ... ................................. ..... ... .......
1977 bo rowing ............................ ..........
1978 b rowin ................brn.......... ............ ........ ..........
1979 borrow ng ...................... . ............. ... ..................... .... . ...... ... ............ .........
1980 borrowing ..... . . . . ..................... . ............. ....................

Total repayments ........................... 561 .. .... 10
Total debt Dec. 31 ... 1 ....... 960 1.138 3.336 1.556 M .800 2.050

Debt.nvet t ratro Om 31 s, ................3.1( ...-e... 28. 30 X4 32.1 33.1 35 0 X. 0
I Beginning in bth yeai fron date of batrowing.

346

16 16 16 is 16
18 18 18 1I is
20 20 20 20 20

22 2? 27 22
- 24 24 24

........ 2 6 26

S4 76 100 1h6 15s
2.564 2.82, , 093 3O62 3.632

37.2 31.4 37.4 37.2 V.0



QUESTION NO. 6.-Co•mWd

GULF OIL CORP.-U.S. OPERATIONS CAPITAL REQUIREMENTS WITH RETURN ON INVESTMENT AT 1,6 TIMES 1964 73 AVERAGE

Total 1974 1975 1976 1977 1978 19179 1960 1961 1962 1963 1964 i16

ent-an . .................. 6.121 $3,029 $3 U415 $k4,1 $ 614 $5309 $k6108 P.003 $8,003 $9,120 In U.368 $t.176D $13.312
Ratw of return percent ) ............................. 17.76 .................... 6.......................................................... --......

S.............................. . $34 $1075 $1232 $4 , .2 $2069 $2.342
Plant exhaustion 10 pe* mt get ....................... 8.607 302 348 401 461 530 610 700 60 912 1,036 1.116 1.331
Percent dividends ............................... 7.573 266 306 352 406 467 537 616 704 802 912 1,034 1.171
Funds generated. ............................. 15.466 569 655 754 867 "97 1,129 1.27S 1.438 1,620 1.821 2.016 2.295
Capitaieqmnt.ture ............................ 20.19 7 873 1.095 1,156 1.329 1.505 1,700 1,917 2,160 2.428 2.728 3,060
8orro*1ngs ......................................... 5.153 189 218 251 289 332 376 425 479 540 60S 62 75

Repayment-lO percent per year beginning in 5th year
trom date of borrowing1:

1974 borrowing ............................................................................................. Is Is 19 19 19 Is 19
1975 borrowing............ .............................................................................. 22 22 22 22 22 22
1976 borrowing..-............................................................................................... 25 25 25 25 25
1977 borrowing ..................................................................................................... 29 29 29 29
1978 boring ..................................................................................................................................... 33 33 33
1978 borrowing .......... .....................................................................................................
198900bborowiagg..... ......... ......... ........ .- ------- .-.. -------- --.-.----- --- .I.---- --------- ----- .-.-- ---------- --------- ---------- ---------- --------- 42

Total repayments ............................. 721 ------ 19 41 66 9S 128 16S 207
Total debt ........... .. ......................... 96 -ecn)9 1.207 4,456 .•74 2 •.079 2.436 2.120 3.233 3.678 4, W. 4.674 S.232

Debt....estment ratio Dec. 31 (percent) .................... 2& 4 30 31.6 32.9 34.0 34.6 35.2 35L4 35.5 3S.3 35.1 34.8
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SHARE OF REFINED PRODUCTS SOLD OF FOREIGN ORIGIN-1964-73

Refned prod. ToW I oregil orion products
ucts sold U.S.

barretls Buuels
Year per day per day fPiew

1964 ........................................................... 6?f.500 96.200 15.5
W5 ............................................................ 61.8,3_V0 97,900 14.9
1996 ........................................ 6................... 701,400 95,30 13. 5
1967 ............................................................ 740, tC 102. CO0 13.9
19VA ........................................................... 76, 600 106.600 13.6
19*9 ........................................................... 796.?00 105.80o 13.3
1970 ............................................................ 799, 00 103.100 12.9
1971 ............................................................ 774.900 108.100 14.0
1972 .......................................................... 803.200 136, I0 17.0
19739 ........................... 3............. . 02,1 00 2265900 25.2

Note.-The above figures were derived by assuming that. for both pro.Jucts made in Gulf elhaeiies and thbe purchaied
from otnel Oehinerso the foreign Derived pr'porlion is the same as the jitso of Gulf's runs of lotwas' -rude oil to Gull's tMtal
runs.

E).cxit-ti.. \. 8. D)'erilhr tlt,' typir:il 4 itu~tiou" in whielt yo- I1i\'' micltrao.tuial
re.hitit m.•lil,.i with it fiir.ii-igli ul.idintry itiv'ilviii., it Iide'itg• molerhml. 1`4o Owl
er',li(t atli-v vv. I t.i f it ' .i- lrt- ftir .-ka 'i'l'" d .Sl :•!1..z jaririui•g (l'ullil,.lyila wil)t
til, pro.-t*iil t:x r,,-glhltiim.4 g,,',,r~iihig stixii !4slt,.•i, sh, lift Utiitd Sl•:ilc-A

pirtofit. to the fi'r,.ipil sil-idi:,ry? i)o 'isa r(veomtlllli(r :tl" ,l'tl':lti.'' aiipr''avli
for ri'j.ltt it ino of -tivit trm:ism-ti,'t to p1re.V' l Ohw .tiif nag t'f Unitld Swt:it",
lwtfit4 1t, fo-reiglil .. dicixriv'?

Atv.W;er. I'ml,.r U.S. I:n liw lithe -.ahe; pri(',, ill the pr.ohriowi 'rteiitr-'.v k i(.
to (li't,'rluli,' I.i.e . I ::ih•iie, ilni' ill a(,i',arti:ilit' will -etJelis .I•N of the Illitrlvi

Jf.:i =;da' I.A k ti, 1 h' 1 t 'l 1 :w-n timrll :it i'd 1:airt•" thliti tilt- i' X (':ahifr'ui to r !-:Av.;
to rl-led jo:arliv,. it he I' lrievd ,io lilt ":irm%. 4•'uti h'" i .;ai-'a. 'T'he' U-.4. I lit lrzel
1tVve'llil(..•il'Viu'a l:v,' tki' , il i pI ..it io•i i l,:i t i hi' t :irlt, " .-h'l4g Iih' pri'e k• ge•ilrdly
111' Pr-i:.n (Gulf lli:vl'I4't piw'ie. ;odIiutvid for (l:ailily (lifiiv''uitti:i1 :ilil f'vight Int-i v
to ti he ('avli-iiIlhi r is-'ke't. AFI"I . fitszi1hf rg.. hi:iv. IiM'.l :('c (o't'pled $11, 1I1
'urti'--|-Iv'iioth" stni:tnard to (|etirltiitie 1.:irityv ill v:.tei pru'dl't'iviug imwiry'.

N.11 )r,.vi-e( giid,,iitiv,, liv:q-i Ibv't11 s\rittelli :ilt(d t:u.• .a-tcItl'l l'lt ' v hev'ttl hI.,,'d
11l)4-l1 1li'.i' is with (rliaeh ii(li'idmu:l ('tlaui:ttl t. killg jll(t$ :'('ullmllnt It.; lmrtieuilhar
frletl. 'To the( Xtetrlit lui-ki-iHo. %%(- e rimi'r~diir tlhi t hr liil):liVy m,'t tI('hit V liti iig v'll
lt11, tit :i e',-j-itv't '.-i . ..ir,"'ui.ieltl| (ilt pri'iuln IiMaiv' l)t4.l re:.iletd with llnlt
c'lllllhmtii,-' thruoi l9f71. 'l'li prieitig hus, i% ti..., for (1('lt-rlitliot ou of taX
]jalilitieq, fvr (0'st of liv'itg (0'tnill rjtportitig Itd for (lttlmouli t rp-orthinj.

W (1 do it lwiliv' there k :Juill%' giiliy tw "shlift" profits frolli the U.S. to a
forvigii sull..idi:ary. WV( l.lievi' l tlu et.rrt'lit s.ystfei k workitig we11. Amy tt-lmp)t
tO e-t:oi !u prer''i-e lric.ing gltidellite4 \',i i Ie in),,-Iile lwc,.a'u W. of t l 14 ll1:ilV
COlnl)itXil.s of I WIe huisit.,s. \o Would, therefore, recommtelld tia:t tile ctrrmlts3.'it,:hhI he nailltailied.

QUESTION NO. 9

lDollar amounts in nailhonsl

1973 1972 1971 1970 1969 1968 1967 1966 1965 1964

Foreign expenJitures .......................... $203 $168 $214 $172 $208 $254 $164 $130 $125 $92

Foreign earnings .............................. S74 126 7?0 191 204 206 177 147 123 128
Foreign debt I at year end ...................... 454 700 755 615 517 405 148 145 142 63

Total ev'rings and debt .................. 1,028 826 975 806 721 611 325 292 265 191

Expenditus tI., earnings and debt (percent)... 19.8 20.3 22.0 21.3 28.9 41.6 50.5 44.5 41.2 48.2

1 Includes current portion.
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'It.lv OIL ('ole.,
Waslhngton, D.C., April A 1)"

.......... Ta R, T.%..• W L LAN' (..m m trc on f in a"ce l . . ....

l)-.:u .It. M W I": i, enlel"'sing a sclsvdule coutaiti:ig the umlwcvr I, Q'cs-
ti'.wg :1 gjiu to it, the form vyol req(Iueste"d.

tiu,.~ will Iu*14t 9 m t tl he t+if .f ,lipil e..i. diur.4. a .. d exptiratitin l.!pe'l-e VIC

'he. ,h ii n Cohiil I im'ludles higher figutres than we oriiginuslly iralisliltted to "'.u

Ii rephy tit ,u:...ion .4 of.our ,,"e ,.,mollirt'. The difference i, thaiit i.i, r ttil

(l tt pertuuit'd to thle c.lpit:. ilt j tienit ill lpetrot'mi a,,;. + u '+ *-jr(Ihi" (hd a

taw aehled pert lili. to Vdital rorljnrzut C? capital ti'x 1'll(llreS ('XCl'uilg hbu 'i'4 "

inmIienI t'.. The-e cap_.ital .xpewl.. itu.res crr,.:lae, of com-e, with tile lo.ul

cirp' irtlle not ilici mlt, ligirets nmd capitid ree.very ligtlri" sht'll.

, ter v'oi have had ai chance Io review this s aid the -m,%wers 1o tl. .other (jIm-4.

t611t1,% ,t. itIight bI uvfiul to get togeth Ir to clarify any "t. o have. IIea

1et mute know if yon think this would lie ouwfuf or Jif we can Ih of tin further

,Siucer'ly your.s,

42-561--74-0



QUESTIONS MOS. 3 ANO 9

GULF OIL CORP.

IDO•1 aSM uMS so miusml
Rabtos-cap" expeo vm sed explohato

exmpne as a pelt--

Cap" AdiussW Adjlsu

sod Adjnto4 Plu csm Adjustd p
•erabon - .scrse s Cap" Mc " "ay Nnt nmoe Germ

expem Net incom. Wev m (z+) 9ss01my (4+5) (1 +2) (144

Col. I CoL2 COL3 CoL4 COL S Col.6 Col. 7 COL8 Col.s

Domestic:
194 ............................................... $416 $267 $53 320 $189 $509 155.8 130.0 81.7
1965 .............................................. 433 304 se 362 202 564 142.4 119.6 76.8
1966 ............................................... 479 358 S5 409 217 626 133.8 117.1 76.S
1967 ............................................... 43 391 59 450 254 704 138.9 120. 7 77.1
1968 ............................................. 403 420 46 466 286 752 95.9 86.5 53.6
1969 ............................................ 567 407 52 459 292 75i 139.3 123.S 75.S
1970 ............................................... 444 359 46 405 335 740 123.7 109.6 60.0
1971 .............................................. 495 341 39 380 298 678 145.2 130.3 73.0
1972 ............................................... 461 321 53 374 331 M5 143.6 123.3 65.4
1973............................................... 562 226 57 283 372 655 248. 7 198.6 85.8

total 10 yr ....................................... 4.803 3.394 514 3.908 2,716 6,684 141.5 122. 71.9
Foreign:

1964 ............................................... 143 128 17 145 77 222 111.7 98.6 64.4
1965 ............................................... 221 12.3 33 156 104 260 179.7 141.7 85.0
1966 ............................................... 257 141 50 197 111 308 174.8 130.S 83.4
1967 .............................................. 335 177 47 224 114 338 189.3 149.S 99.1
1968 ............................................. 619 206 64 270 134 404 300.5 229,3 153.2
1969 ............................................ 501 204 71 27S 159 434 245.6 182.2 115.4
1970..... .................................. 530 191 63 2S4 187 441 277.S 208. 7 120. 2
1971............................................ 26 220 74 29f 212 506 239.1 178.9 103.9
1972 ...... ..... . ....................... 358 126 u8 214 245 459 284.1 167.3 78.0
1973............................................... 378 574 99 673 238 911 6.5.9 56.2 41.s

Total 10 yr ...................................... 3.368 2,096 606 2,702 1.581 4.283 184.5 143.2 90.3

uNote.-Cas-h flow has to cover not only capital exEeditume but chanwm in working capital reqlairefet sad dividends to s•areholde vm the 10-yr period 164 73 i order sto cow cash roquiCments
Gult sucreased long-term borrowuip about $I1j billion ($1,33200,000); appwsauuaely 60 percent was Uorigs.
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TA.ND.ARID OIL, COxr.Ixr OF CAL! OUIItEA,
lion!). flt~a,.,L~ I Io. O , April 8, 1974.

(",airm,,a, o'mm illce fo FinanDce,
U.S. seiate, Washinglon, - - . 1.. . -.

DAt:.XI A SE.A t LoxN: I, repqum.-e to yvour letters of March 13 and 19, 1974,
ttldre.,Aed to Mr. L. T. Vi.,, we elteloe our response to your questiounaire on U.S.

Operations of oil COlllI}uiieWf..
We have revionded Wo all cof the qUew.ii.*to in exactly the formi! that you provided

it-A. We hope that the inf.rma:tiou will xe taeful to th1 Committve in cizde.ration
f pertrdig l y ginlatou IuII.

%*tr~ tidv ouiIt. L,. SEMv~t.11ANCE, Se¢cretary/.

0



STANDARD OIL CO. OF CALIFORNIA
QU6SYIO*.No. I

jIollar am~mu~ in suilio.s

1973 1972 1971 1970 1969 1968 1967 1966 1965 1964

Tota company:
Net income ...........................
Net assets-end of year ............
Return on average net assets (percent) ...

United States:
Net income ...........................
Net assets-end of year ................
Return on average net assets (percent)...-

Foreign:t income..........................
Net assets-end of year ................
Return on averp net assets (permnt)...

$844
$5. 806

15.3

$547
$5.221

10.8

$184 $200
U3468 U3212

5.5 6.4

$560 $347
$• 338 $z.009

30.4 17.8

$511
$4.919

10.7

$455 $454 $4W $409 $386 $5$4.646 $4.428 $4,20 $3,975 $3,768 $3,.57
10.0 10.5 11.0 M06 10.5 10.1

$185 $194 220 $211 $191 $200
$3U035 $3,098 3%,045 $2,917 $2,779 32.667

6.0 6.3 7.4 7.4 7.0 7.7

$32f6 $61
$1,884 $1 54"

19&0 17.8

$234
$1. 383

17.5

$189

7.7

$241 $218 $186 $163
$1.292 19116 $1.101 $1,049

M. 4 19.0 17.3 15.9

Note.-These amounts differ from those reported to the Federal Tra•d Commslvsnk in that until
the 4th quarter 1973. the data reported to the FTC was *"tot company"; commencing with the 4th
q 1973 report, the profits - to the FTC are comparable to the U.S. data above, but the
shareholders investment b =compaaeto aod €ompeC y above.

Somre: Aatud ret and Form 10-K lWed with SEC

S309
$3,398

9.3~SIGS
$165

$2,402f& 9

$143
$1I%
W53

0



QUESTION NtO. 2

STANOARD OIL CO. OF CALIFORNIA
FeXar msa .3 u•hui

1513 1912 SISL $I2 196 19681 3$191 1S6 191 li$AW

lNet income:

-..............................- 660 34W 326 261 234 241 218 186 163 143

Totl 847 S11 4S 44 452 49 316 2%

Sates:*
Uatd States .......... ------------ .53 $k 5059 $2,66 32,679 32,5ao $2468 $2,391 $2,265 $2,138 M2OM2at prc to abi -- - - 5.2 6.5 6.5 7.2 8.s .& 8&0 8.8 1.8 8.2
Fa• .----------------------------------------------- $- $4.224 V2. " 3242 $1,w707 $1406 $. 31S St 076 671 3530 $474

Percent of probtatift ................................ 15.6 12.S 14.3 IS.3 i6.6 18. 3 ,.3 27.7 36.8 302
Total amount ............................................ $7.762 M830 W5.143 $.386 P.995 $3,803 3.4W S 236 $2668 $2.4

Percent ofprowgta .................---------------- 10.9 94 9.1 10.4 1.4 11.9 V.8 13.2 1M2 1M.4
Taxes (other than excise):I

United States ............................................ $178 $162 $156 $156 $118 $120 $110 $120 $100 $"6
Percent of prolaability3 ................................ 50. 8 55.2 54.4 55.4 65.1 63.7 63.S 62.5 65.4 .3.2

ovp-------------------------- $1.048 $859 $737 $540 $455 $388 5273 56 $5 $44m, .of. o.t.t3b. 2 .................. 0.............. 3.6 2.8 X 7 32.6 34.0 38.3 44.4 73.8 74.8 75s
Total amount ........................................... $1.226 $1.021 U'92 $696 $573 $ $383 $186 $155 $140

Percent of prohtablty- - -......................... 4....... M.8 34.9 36.' 39.5 44.2. 47.1 51.6 7.5 61.4 66.8
Labor costs: a

United States .............................................. $517 $504 $485 $458 $8 $438 $416 $401 $3S $3r1
Percent of profltability .............................. 35.6 39.7 38 1 42.4 48.0 48.2 4a.9 49.9 50.4 46.3

Foreign -................................................ $127 $97 $80 us $ $50 $41 $21 $20 $21
Percent of profitability ....... -----. ..... 519.7 357.7 407.5 401.5 403.4 482.0 S31.7 885.7 81150 681.0

Total amount ............................................ $644 $601 $.S6S $523 $516 $418 $457 $422 $395 $377
Percent of profitability ................................ 131.1 9L0 90.4 87.0 88.0 92.6 89.5 11.5 89.1 6.17

Total investment (including long-term debt):
United States ......-- ..................................... $4,220 $3936 $3,768 $3.570 $3. S $3.400 $3.267 $2.926 $2.717 $2,594

Percent ofpofefabtity ................................. 5.1 5.8 5.6 S.8 6.7 6.7 6.S 7.4 7.3 6.6.................. .................... 1541 413 $1,263 $ 32 104 ZPercent of profitbity .......... ................ 16.0 16.8 16.2 16.5 18.5 18.5 7.0 U. 8 N ..2Totalamount .......................................... 56.870 $6.253 $5.973 35,392 55,064 4.81,3 $4,530 $4, V5 $3.791 $3,614
Percent of protabilty ............................... 135 9.S 96 9.2 9.6 10.1 9.9 10.1 L.7 89

I Ratios for years Prior to 1967 not comparable to later years due to consotidation of certain
European affiliates in 1967.

2 Company and maUority-owned subsidiaries, only.
& Pra1i a# tax divided by Ptso" beOe alt taSs (Mexcep ~ XC taxes).
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QUESTION NO. S

STANDARD OIL CO. OF CAUFORNIA

PlOWftr amounts in millijSn

1973 1912 1971 1910 1969 1968 1961 1966 1965 1964

Domestic:Capitd expenditures and explation expense.. $562 $533 $481 $528 $554 $486 $50) $451_$577 $446

Neincome.....................14 200 185 194 220 211 1. 200 18916S
Exploration expense ......... ...... 84 76 61 14 84 93 s5 92 it

Adjusted earningss .......... 268 276 246 268 304 304 279 285 211 231

Capital ecovery ................. ... 315 293 286 211 254 258 235 215 192 181

Adjusted earnings plus capital recovery.. 583 569 532 539 558 562 514 5CO 463 418

Capital expenditures and exploration expense as
a percent of:

N1tincome ...................... 30S 266 260 272 252 230 263 226 279 270
Adjusted earnings ............... 210 193 196 197 182 160 180 158 194 188
Adjusted earninp plus capital recovery. 96 94 90 98 99 86 98 90 114 101
Memo: adjusted earnings plus capital

ecovery less dividends ................ 101 111 108 t2t 125 106 120 113 143 133

Foreign:
Capital expenditures and exploration expense.. $333 $256 $376 $260 $221 $165 $140 $104 $127 $124

Net income ............................ 660 347 326 261 234-241 218 186 163 143
Exploration expense ..................... 74 59 62 40 33 29 29 29 25 25

Adjusted earnings .................... 734 406 388 301 267 270 247 215 18 168
Capi.ar ecovery ........................ 91 84 58 54 59 56 48 38 21

Adjusted earnings plus capital recovery.. __25 490 446 355 326 326 295 253 219 195

Capital expenditures and exploration expense as
a percent of:

Net income ............................ 50 74 115 100 94 68 64 56 78 87
Adjusted earnings ................. 45 63 97 86 83 61 51 48 68 74
Adjusted earnings plus capital recovery... 40 52 84 73 68 51 41 41 58 64
Memo: Adjusted earnings plus capital wn.

covery less dividends .................. 54 71 121 119 108 79 75 64 88 94

Note.-Data other than net income is for company and majocity-owned subsidiaries only.



- QUESTION NOS. 3 AND 9

STANDARD OIL CO. OF CALIFORNIA
Pola m ou.• ts Re millonsl

Ratios: Capital expmitres and espoatim
expenses as a Percent of-

Cap" *~adinoAstste

expenditures pluts plusa"d Adiusted cwo ~t Adjusted captal

exploratin Exploratin eamsaps capital recovery Net income eaminos recovery
expense Net income expense (2+3) fetwvey (4+5) (1+2) (1+4) (1+6)

Year Co..1 Col. 2 Coa3 Cot4 CoLS Col6 Col? CA. 8 CoI9

Domestic petroleum ope•tMos:
1964 .............................................. $446 $165 $72 $237 $181 $418 270 tel 107

19 ................................... 527 189 82 271 192 463 279 194 114
1966 ...................................... '. "451 200 85 285 21S Soo 2 Is 90
1967 .............................................. 503 191 88 279 235 514 263 ISO 98
1968 ....................................... 486 211 93 304 258 562 230 160 86
1969 ............................................ 554 220 34 304 254 558 252 182 99
1972 ............................................. 528 194 74 268 271 539 272 197 98

1971 ..... ...................... ............. .. . . 1851 7s 61 246 M86 532 260 196 90
1972 ................................... S33 200 76 276 293 569 266 193 94
1973 ........................................... -562 184 84 268 315 583 305 210 96

Total 10 . yr................................. ... S.071 1939 79 2.738 52 S238 261 U8S 7

fors96 4se ope.... ations.... 124 143 25 168 27 195 87 74 64

1965........... ......... ........ 127 163 25 188 31 219 78 68 58

1966 ........... 104 186 29 215 38 253 56 48 41

1967 .......... ................ 140 218 29 24? 48 295 64 57 47

1968 .............................................. 241 29 270 56 326 68 s

1969 ........................ 221 234 33 267 59 326 94 83 68

1970 ......................................... 260 261 40 301 54 355 t00 86 73

1971 ............................................ 376 326 62 388 s8 446 155 97 84

1972 ........................................... 256 347 59 405 84 490 74 63 S2
1973 ........................................... 333 660 74 734 91 25 50 45 40

Total 10 yrs ....................................... 2,106 2.779 405 3,184 54 3.1730 76 66 56

Note.-Csh flow has to cover not only capital expe•ditures, but amss charms in working capital requirements and dvidentds to shareholders. Data other then net income is. for company ad majority*

owned subttdiares only.
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QIJESTION NO. 4

STANDARD OIL CO. OF CALIFORNIA

IDolla amwuts in rinlions!

1973 L972 1971 1910 1%9 198 1961 1966 1965 1964

lowe ceipolation:~Oe 49

Dividends..............* $263 $2301 18 18 14
Dividends as percent Of

not income * .... 31 45 46 s2 5? 411 49' 50' 49' 49
Domestic oteations:

Net income....... $184 $200 S t0 $194 220 $2 $191

Dividends....:::..... $57 $90 $86 $101 $1114 $14 4 150 $94 $83
Dividends as percent of

n* income ........... 31 45 46 52 52 48 49 50 49 49

Note.-The payout ratios for "total colphation" and 'domestic" a•o identical due to the company s practice Of 1epUtnlg
to the shatehoidets and the SEC as a single integrated line of siness.

Qu:•8Tlr,, No. 5

As shown in otber accolljnl•hying .chcduh.t, the comn nly's 1973 dotnC.tic

earnings ff $184 inillirrs were 7.9 percent Ie'r than 19172 doinel tic earnings of

$200 million. Domestic etn•srllirg for tihe fourth quarter 1973 were 43 percent l,.,

than for the comparab:"rlt]-e 1972 period. 'rI'hi, de•line in earntiilgs- is wiuthlv attribttt.

able to ithe following circunwimisc.': Il(reed cost of purchi.-ed crude oil; higher

payinent-i to g 'overlnelltS sf foreign production areas; inlaility to pa." through

increased co.ts ot it tim.l" Ih- i.;c: and msubtitutio uf pumrctas td oil [or equity oil

during the period of retricted stippllis.



QUESTION NO. 6-PART A

STANDARD OIL CO. OF CALIFORNIA

DOMESTIC OPERATIONS-COMPANY AND MAJORITY-OWNEO SUBSIDIARIESS

Ilo millions of dollaJ

Total 1974 1975 1976 1977 1978 1979 1980 1981 1962 183 1964 1985

Shareholders" equity at Jan. I ........................
N et incom e .. .. . . ....... ............. ...... ..
Owvidend' at 45 percent of net income ..... .......
Capital recovery plus exploration expense-...........
Net cash availabl ...........
Capital and exploration expense plus working capital

additions - , '.: .
Net outside financing (direct debt and 'eams thnaaing} -

limited to 38 percent of total capiti .
New equity required..
Repayment of existing direct debt and direct debt portion

of new financing4'.... ----...............
Gross debt and lease financing 3 ...... ............

$58.412 $3, 468
4.079 242

(1.835) (109)
9.4Z6 428

11.670 561

18,458 773

4.118 212
2.670 ...........
1.051 28
6.169 240

$3.601 $3.739 $3,883 $4.032
261 261 271 281

(113) (117) (122) (126)
469 517 569 629
6E07 661 718 784

860 9b/ 11065 1.187

253 296 347 403

24 23 22 30
277 319 369 433

I Rate of return on 1st of year shareholders' equity -.1964 73 average .-6.97 percent.
2 Capital expenditures based on Socal's historical percentage of industry applied to independently

published industry estimates.
SDi.ect debt and lease financing in amounts that maintain total capital ratios at 25 percent debt.

13 percent lease fnancing.

4 Acual schedule of existing debt. plus new debt at 10 percent per year coWnencifg in 5th yr,.
3Represents amounts required in new issues.

$4.187
292

(131)
696
657

1,321

260
204

S4
314

$4.552
317

(143)
771
945

4 519

284
290

81

$5.016
350

(157)
8$6

1,049
1.708

324
335

103
427

$5,44
386

(174)
951

1.163

1.908

363
382

it8
481

$6.138
428

(193)
1.057
1.292

2.130

407
431

236
643

$0.8O4
474

(213)
1.175
1.436

2.377

458
483

153
611

$7.548
626

(237)
1.308
1.597

2.653
511
545
179
690



QUESTION NO. 6-PART B

STANDARD OIL CO. OF CALIFORNIA
DOMESTIC OPERATIONS-COMPANY AND MAJORITY-OWMED SUBSIDIARIES&

tin mawbos of dollars

Te: t 1974 1975 1976 1977 1978 1979 19O 1981 1982 198 1984 is5

Shareholders equity at Jan. 1 ........................
Net income ................. ...............
Dividends at 45 percent of net income.............
Capital recovery plus exp•orito expense......... .
Net cash availale .......... ..... .........
Capital and exploration expense plus worklg capital

additions -..
Net outside fnancimg (direct debt and eaise f oclq---

limited to38 percent fto capital.1.... . . . . . . . . . . .

New equity required ............................
Repayment of existing direct debt and diect det poto

of new financing 4 ......... .................
Cross debt and lease financing& ........ . . . . . . . . . . . . . . . .

$W0.150
6.294

(2.831)
9.426

18 494

$3468

(163)
4a8
628

$3."s8
384

(173)
469
680

53, 879
406

(183)
517
740

$4,102
429

(193)
569
8o5

$4 3318
454(204)
629
'79

$4. 58
48

(216)
6963
960

4. 852
508

(228)

1.051

$5.132
537

(242)
856

1.151

$3,575
583(M)
951

1.2?Z

$6,157
644

(230)
1.057
L1411

55.822 $7,69
714 792

(321) (35%)
1.175 1.308
1.561 1.744

788 871 975 1.085 t.208 1,344 1.497 1.66 1,890 2.129 2.380 2,656

4.131 160 191 235 260 329 384 44
1. 474 ...........................................

1.037
5.168

367 357 407 458 512
148 261 311 354 400

28 24 23 22 30 49 70 96 120 239 156 Io
188 220 258 M 359 433 516 463 477 646 614 69

I Rate of return on 1st of year shareholders' equity-1.SX1964 73 aerage e-10.46 percent.
2 Capital expenditures based on Socal's historical percentage of industry applied to independently

pubted' industry smtmates.

D Direct debt and lease fauncinmg In amounts that mamnt total capital ratios at 25 percent debt.
13 percent lease muncing.

4 Actual schedule of existing debt, plus new debt at 10 percent pe year oaimencing in 5th year.
Represents amounts requned in new issuft.

I
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QurEsTio. N.to. 7
lvvrcet, 4f U.S. rdhud product olte-- d.t-riv' from fonrigil crrde oil:

--- --- -- -. .. . . . .. .. . .. .. .. . .. .. ... .. .. . .. .. .. . .. . . 4 7. 2
¶17"- . .. . . . .. . :17. 2

-_ - -- - - -_ - -- - - -- - - 30. 6
--~l.~----- ------- ------- ------------------------- 22.5

I! llt, L .. . .. . . . .. .. . . .. . . . . .. . . . . . . . . 2Si
30(. 1

1967 -. -- .--- - ----------. -7
1 ----•;- -. - -- --- --------- -------------- 2. :1
1911i5 --.- 91.7
196 ----- ---- ....... ..... . . . . . . . . . .. . . . . . . . . . 21.7

T'h•se r.lio-a .:m I-:.ire il ,m.,rtilied dhlni, tt-ilig :irlot r.rr :i-s jiptit lpit in some
veoirl :1.! toz to'o 'hitligi I rtill'tai't i.d'I :i1(1 j:Ilehii-e' -..II (-iindlS. I;. t],h' ('- 1tllit idel.ti-
ii ihll, hl olt r r(,&',onrd. itiptplrt.*d lr-,iil.i.t Itmii, het.n Ir:i'lc, :is d.rhix¶d (i fIsr-
6igo enide oil: tiw dluriv:iti,,ii tif tiu-ll-t i('-llltrdlIhi-t'd prto'els i,; n4 1 :is-etortiwilo,141111 si tlh Irmolthiet, hlwV6 blxe~lt :1--41lll,'dI htvit l h~ivt Ot smilw fismniif, dimwlt.ic eollm.wi-4

li,obt us iour fwlt-iii:illiitfictr,(d lrridstets. 'rhti w,.ight gis(.lt f,,rin cit -ry'rid oil ili
¶1wilv uiv j)Ix-reviltuieg,-, •; Iu:.is l lwi'n ,rltriuiiwd by lt roll. ti f inlitort,-di crude )oil to
Itu,:.l U.S4. enrtidi rtmll. tlIlp,,r t lhd iilitu1tA lirlll•ets, :il--llllle.I lo lvitvi 114•'!l
co,,nve(rted to Iihiilit-d llr liod ti o :1 A ttv-to-oni -,ratio.i hiVmenwtry t-Ir(-4ts l:nivt. 1J,(it

Qt;ro'No. 8

Ex('l, ,t ill it f,-w lililhtid I'il.- ivits-o m .exprtl of i•lCiiilty prlun-l-li ikt- lhbri-
(1:t jug il ils ,4 ' l. .i4, iiii.:il". $iw.dl l. li d l oti Imin h-ir lis rel:tt(l too l,-Aiblek
,hifting ,of I'ilted Stutus profile t foreigi -talh'idi sri'..

hnltt-i.:, S,,c.-l lpric'ing plin~l,,iii lItiv,. hin'-h',.d- rv~hii,,!ihilp. t.ll., wol U.S..

ellillii4. 'ritis .ittlutimil doiw.i 11, inv, I hift . of I'.r. lrofil: rllher, it iln-
v deterlilmmtiion ;w.•to which of o-vir-ml I .S. e,,llntit.c -h,, loih ,,rn th'i

l)rtfl.,. Intermil lles-vtioi, ('Ciot, S(-etioi 4112 is dl..igntd to (1l4A with I lhii itil:mli,,i
trld it 11;1-; 1)(411 tlr txl-,ri,-nv-tl I I i:II Iit, .rvice lI'is r-xi'rdised ilimiitrinle diligenicet
ill handling itk rtpsllisibilitiv., in ttk -irtrA. A

QUESTIONS NO. 9 ANO NO. 10

jOollar amounts in millionsl

1973 1912 1911 1910 1969 1968 1961 1966 1965 1964

QUESTION NO. 9

Foreign capital and exploration expenditures I ...... $333 $256 $376 $260 $221 $165 $140 $104 $127 $124

Foreign net income ................ . 6 " 34 326 261 234 241 21. 18n 163 143
Netl increase in foreign long.term debt and bank

boorowings' .................................. (165) 6 166 115 44 64 113 6 ...... 25

Total .................................... 495 353 492 316 278 305 331 192 163 168

[xpenditures as percent of total ................... 67 13 76 69 80 54 42 54 78 74

QUESTION NO. 10

Domestic operations:
Return on equity from question fio. I (percent). 5.5 6.4 6.0 6.3 7.4 7.4 7.0 7.7 7.7 6.9
Theoreticl return cn equity without statutory *

depletionallowar,,lpircent) .......... 3.5 4.6 4.1 4.5 5.2 4.9 4.7 5.5 5.6 4.9

ICompany and miaority-owned subsidiaries.
Note.-It is our belief that this is a meaningless and completely misleading answer. Such an answer assumes that

there would have been no difference in economic assumptions, investment levels or price levels, or any of the other
actors that enter into the complex ecOnomiCS of the industry. itis inconceivable that there would not have been less
independent drilling, less drilling by integrated companies, different pries and a myriad of Otte changes in tUe
industry, if percentage depletion had not been allowed.





STANDARD OIL CO. (INDIANA)

STANDARD 01 Co. (INDI.ANA)
Chicago, III., April 8, 1974.Mr. Boa WiLL .%¢,

I .8. Senate Comminic on Finon¢CS
Wlashinglon, D.C.

D)l:.+t SIR: Pursuant to your written request and our subsequent telephone
conversation., we are furnishing the attached data for Standard Oil Ctompany
(Indiana). This data is being furnished exclusively for use by the Senate Finanuco
C,,mmnittee and in accordance with our understLnding that thie individual cOilnlfny
inOrInMtion will not be publicly disclosed.

If y,,u have any questions portauluhg to the attnuched data, please fe freet
c a ll il14.

Yours truly, F. J. SAATi[OFFI•

Director, EXIerInal Iporling and Policy.

STAXI•D.iD OILb CO. (lNviMNA)
Cihicago, Ill., April 18, 1974.Mr. Bo~n WILLA,i,••

I V.. So nale CommiLlcte on Finance,
II':8shington, D.C.

)i;.ti Sin: This will confirm our telephone converzathin tod(lav regarding data
for Staindard Oil Company (Indiana) which was furnished you by . my letter dated
April g. 1974.

It will be satisfactory for Standard's individual conlmpny ditat to Ie disclosed,
provided that any 810ch disclosure would include comparable data for all the
ZOlliipaiiMN responding to your survey.

Yours truly, F. .

Director, External Ileporting and Policy.
1. What was the overall rate of return, after taxe.4, which your comnallz y realized

oil s.wtkholders' investment devoted to exlploration, development, production,
inauizfiteturing, transportation and marketing of lletrolCun! products in tile

nilited States?
so) WVhiere alplilcabile, pleas give the source of thi% inforniation.
fi,) Are ilitee figures for U.S. operations dilherent friom the figures used in

prparing the reports to stockholdelrs ald hif-irnatioli lrprovided tle Federal
l'rade i (oininis-sion for purposes (of preparing its Rates of lReturn in Selected
Manufacturing Industries? If so, please explain.t'

1c) ]low does the rate of returi oil oU.. p)etroleinl investment, ai described
aio,ýve, compare with your rate of return on other Investments?

1,8cc attached schedule.]
(89)



QUESTION NO. I

STANDARD OIL CO. (INDIANA)

l0o0a amounts in thousandsl

1972 1971 1970 1969 1968 19%? 1966 1965 1964

Total corporate petroleum operations:
Net income ...........................
Net mots ..............s e -.........
Rate ot return I (oercent) ...............

US. petroleum operations:
Net income ..........................
Net assets ............................
Rate of return I (percent) ...........

Foreign peWoleum operations:
Net income ...........................
Net assets.............. .......
Rate of return I (percent) ...............

$466. 414 $348.493
$3.722.115 $3.419.076

13.1 10.5

$380. 572
$2,628. 13

14.9

$345.570 $320 033 $307. 835 5282. 851 5261. 185 $242, 707 S206. 181 $186 634
53.239.333 $3.031 500 $2.822.718 $2,764.791 $2 133.388 $2,641.776 $2,616.986 $2, 533.626

11.0 10.9 11.0 10.3 9.8 9.2 8.0 7.5

$288 632 $245.942 $2M8.186 $259.778 $246.491 $260 670 $242.511 $221.612 $214. 2fi
$2.468.260 52.288&300 $2.187.900 32Z060.115 320539.613 $2.083.616 52.123.6% $2.093.791 $2,086 637

12.1 11.0 12.2 12.6 11.9 12.4 11.5 10.6 1t. 3

585.842 $59.861
$1.093.602 M950.816

8.4 6.3
599. 628 $61.847 $48.05? $36.W $30 . 515 $176

$951.000 580. 600 522.603 $711.180 $5643,772 3518.110
11.1 7.7 6.5 5.4 0.6..........

(515.431) ($71995)
5523.195 $446.983

(3.2) (6. 7)

aCalculateu on avmasp net assets.

1973



QUESTION NO. 2

STANDARD OIL CO. (INDIANA

PETROLEUM OPTIONS

pfowla ammAnt in~ thusandil

1973 1972 1971 1970 1969 1968 1967 1966 1965 1964

Net income:
Unwted Stas ........................ $380. 572
foreign .............................. 85842

Total ............................... 466.414

Sales*
United States ...................Rae Of probta1blty (pefu,4•t -------

Rate oa probtabibty (percent) ......

TotalW .-....... -... ............
Rate of P, kdaty (percent) ....Teses:

United States- ........
RIte of proutabtv (percent).......

Fo tgn ............ .. ..........Rftt~r• l~OfPftblty (Pf~etM) -------
TOWi . . . . . . . . . . . . . .

Rate of profwity (percent)....
Employed capital:

United States ........................
Rate of profitaty wore-cen......

Fot ; ar ........
Rate of probta hty (percent) ......TOW .. .... .." -• ------ --- --

$4.U63.390
8.2

$1.033.128
8.3

$5.696.518
8.2

$271.700
58.4

1135. S00
38.7

$407.50
53.4

$3.4400.910
12.4

$1,566,099
6.8

$4.967 OO9
10.7

$288.632
59.861

348M493

54.113,457
7.0

$740.356
8.1

$4,153.813
7.2

5245.500
54.0

$17.000
77.9

57.0

$3,260,707
10.1

$1. 202.825
6.1

$4,463,532
9.0

$245.942
99.628

345. 570

u3.838,000
6.4

5632036
15.8

$4,471,036
7.7

$22m 300
51.9

$11,200
899

M9. 5oo
59.1

$3.107.862
9.2

$1,122.061
9.7

$4.229.923
9.3

S258.196
61.847

320.033

$3.666K000
7.0

$550.149
11.2

$4.216.149
7.6

5239.800
51.9

$3.100
95.2

$242.900
58.9

$3,049.110
9.5

S1.006.621
7.1

5k.055.731
8,9

5259,77848,057

307.835

$3478.0MO
7.5

$450.384
10. 7

$3.928. 384
7.8

55.8
($3. 100)

106.9
$202.900

60.3

$2.910.960
10. 1

$911,570
6.1

$53822.5309.1

246.491 $260,670 $242,531 $221.612 $214.629
36.360 3.515 176 (15.4131) (27.995)

282. 851 264.185 242. 707 26.181 185 634

283.000 5$X.083.000 $52,992.000 2 78W 000 $2,644,000
7.5 8.5 8.1 8.0 1.1

357.956 $293.427 204. 356 $158U1S 2 $127.812
10.2 1.2 0 1 (9.8) (21.9)

640.956 53X376,427 $3,196356 32,944.152 52771.812
7.8 7.8 7.6 7.0 6.7

230.500 $178. 000 $156. 8oo $160. 70. 5114.200
51.7 59.4 60.7 58.0 65.3

$25.900) 4.800 a3.90 $S.600 $5,800
347.6 42.3 4.3 (142.5) (126.1)

20s.600 $182.800 $160. 700 $165. 300 $120. 000
58.0 59.1 60.2 55.5 60.9

753.314 $2.614.841 $2.635.156 $2.444.959 $2.458.311
10.1 10.8 9.8 9.6 87

87. 370 661. 539 S543.284 W52.466 $447,034
5.2 0.8 0.3 (2.7) (6.3)

540.684 W 3,296.380 U3.178.440 2, 997. 4Z5 $2.905.345
9.0 8.8 8.1 7.3 6.4

I85 Baeda adlosted not Wmow-.

I



QUESTION NOS. 3 AND 9

STANDARD OIL CO. (INDIANA)
IDOtlar amounts so thUsndsl*:1

Ratios: capi" expenditures and explormih epesme
A tas a pcem of

Capital ex earnings
penditures and Adjusted plus capital Net Adjusted Adjusted earn-

exploratton Ejzploration Wanant Capital h100v4Y income obtfutp ings plus capital
expense Net income expense recovery (S+b) (1+2) (1+4) mom (1 +4)

Year Cot. I CoLl2 C . COL4 CoL S COt.6 CO.L COtL COL9

Domestic petrohetu operations:
1964 9 -.....-----................ U57.389 $214.629 $94.359 $308. 98 $215.070 $524.058 166.S 115.7 6&.2
1965 6 ........................ 341.310 221.612 8b.674 303.186 243.768 551,954 154.0 110.7 61.8
1966 ......................... 374.865 242.531 97. 326 339.851 239.878 579.735 154.6 110.3 64.7
1967 ............................. 434.780 260 670 94.991 355 661 218,951 574.612 166.8 122.2 75. 7
1968 ......... 479, 445 246.491 109 b32 356.023 234,706 590,729 4 194. 134.7 81.2
1969 ......................... 628, 064 2b9.778 94.375 354 153 251.019 608.172 203.3 149.1 86.8
1970 . ........ ............. 446,782 258.186 78.062 336.248 273,283 609 531 I7..0 132.9 73.319;1 ............................ 4ý,4 113 245,942 85. 65% 331.596 247. 394 578. 990 172.4 127. 9 73. 3

19/2 ............................ 49. 000 288.632 99.227 387.859 274.938 662 797 190.2 141.5 82.8
1973 .......................... 637,5741 380,572 118.286 498. 88 305. 227 804.096 161.S 121.8 79.3

10 yr. total .................... 4.573.322 2,619 043 958,386 3.577,429 2. SDT.234 6.084,663 174.6 127.8 76.2

Foreign etroleum operations:
I . ........................ 104.622 (27.995) 33,752 5.757 17,215 22.972 (,) (1) 455.4
1965.. .................. 112.254 (15,431) 33.806 18&374 21,977 40.351 1,) 610.9 278.2
1966. ..................... 124.575 176 49.139 49.315 33.244 82.559 (9 2S2.6 150.9
19S7 ....... ...... .........." 147,453 3.5,15 40,446 43.961 35.396 9.357 4 .18.8
1968............................ 179,220 36,360 40.530 76.890 37.203 114,093 233.1 157.1
1969 ......................... 221,492 48.057 63.148 111.205 39.560 150,765 460.9 199.2 ,146.9
1970 -......................... 187.328 61.847 5S.455 117.302 53.412 170,714 301.9 159.? 109.7
1971 ............................. 244. 221 99, 628 61,840 161.468 62,226 223,694 245.1 151.3 109.2
1972. .......................... 322.638 59.861 91,847 151.708 81 161 M.32 869 539.0 212.7 138.5
1913 ...................... '..... 400,114 85,842 86,486 172,328 98, 931 271,259 466.I 232.2 147.6

10 yrtatal .................... 2.0..917 351,860 556,448 908%308 480,325 1388,633 5K9 22L. 147.1

1 The percent is not meaninguuL

0
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4. Provide information as to the dollar atmount of petroleum earnings paid out
in dividends during the applicable period and show dividends paid aw a percent of
U.S. petrolumn earnings. Assume dividends are payable out of U.S. petroleum
earnings in the santo ratio as U.S. petrolcunt earnings are W total earnings.

U.S. PETROLEUM EARNINGS PAID IN DIVIDENDS

Amount PIC4t1

1973 ................................................................ 133. 425 36
1991 ............................ .................................... 18, 417 451970 ........................... ";................... •........ 0........" ..... I'" t 3 609
1G ................. . . " ............................ 5 .......................... 131.98 51
1969 o...... .. .. . .. . .........................,*:::• : .+- ...o,-+ ..+ . ......+ . .++ . ...o.- 321.25

198 ............................. .................... I........ 12519196, ................................... ::......... .....o.......... 1 19
1966 ..................... 0...................................... ............. It. 11 7C6

1964 ................................ I................................. .,........04

,5.Il'leae provide an explanation for any incerase In U.S. ,fourth quarter 1973
earni..gr over earlier fourth quarter earnings. In this connection, it would be
h(,lidu/if the exp~lantation were to include an estimate of the proportion on increase
attributable to (a) norinad growth in saloi, (b) inflation, (c) absence of soft markets
due to shortage-;, (d) increase |in ceiling price of domestic crude, and (e) any other

I a 2 2 : , Ut

factor increm.,ing profit inargin. +o Mutt extent are higher gasoline p~rice.. at the
pumpq in the fourth quarter attributable to increases iln cost reflected in the dealer
tankwagon prices (expt.aiu the source of increased in costs)? To increases itn profitreflected lit de an taukwagont pricefo? ao increases in tU. retail omrgin (diqreren-

tiat e between, company controlled re-tailerN aud independent retailer..)?Fourth h quarter 197fr u earnings from U.S. petroleum operations exceeded cowul
parab~le earnings for fourth quarter 1972 by approximately $25 million. Thishnerltpf wits due prnatipelly to the following factors.

In Mmilion
of dollarsIncreased revenue,d front crude and cc GL saleo do6e-tic c4

fncracoed revenues front sales (of natural gas, fertilizers, pepticidees, TBA,

Inpreausd ctsts, other thar codt of relined products isold. refl-c-ed-in-h (30)
takerwaed rce alizat)ion front reine d products:

rl ue to price innereaso through May, 1973 --- t-- re-il- argi-(di- e 40
Due to price increases under phahel -----------------------------.. 42

Increased cost of refined Iprolluets hold.---------------- (115)

25
For gasoline supplied cy our comlne , tals totad increase in retail erUsp) ? -ime

during the fourthequrte" 19717 wai dun to Increased costs reflected in our dealer

tankwagon price, plus any, related changes in taxe,,s hased on a percentage of satles
price. Since our product, cost,, Inceatsed inore rapidly than our realizations duringthaJfe fourth quarttproft relected 7 de2 byr apinkwagonl prices would have
decreased during tei" period. Likewise service station operators were prohibited
by regulation fro m cnrreasing their sargi es during this period; however they were
permitted a ohe-eent increased In margin on January 1, 1973.The abdove answer applies to all of our gas, fine sale to retailers and assumes
oemplianee with rlhate Iof regulations by all retailers supplied.ru

6. Provide an estimate of your cayital requircents In the 1 -- cited State- for
the period 1974-p85; (a) issunlngde our rate (f return on U.1- operations w---- the4
saine as your average rate of return for the period 1964-1--73; and (b) assuming
your rate of return waie an o done-half itne. your average in reail p turn fr4
1964-73. Assume forthis purpose that, you will ae abde to borrow directly up tc
25 percent, of your financial neetls and are able to Ilse off~the-Ibalanee-shcet'finl~ic-ing for 13 pierce, of your needs. What is your view ds to the validity of such

financing osuml)tions a.c acplicarle to the cirauilstances of your company?
d(See attached schedule.-. In addition, se have atianhed a copy of er spaiement

we pregated in conjunction with hearing .;uforin thperi'orm;townte Sutcomnyittee
on Investigations whieh apddrplieqs the allof ion ofg,.the raate of return naend ars utm
achieve effective petroleuuo industry performance.)

42-561--74--7



QU.STIOM mO. 6

STANDARD OIL CO. ONDI4AN)

U.S. PETROLEUM OPERATIONS CAPITAL AVAILABILITY WITH RETURN ON SI4ARIOLDERS' AVERAGE EQUITY AT THE 1%64-73 AVERAGE Of 12.0 PERCENT

Wonc Is mW111o62
.... .. .. •.h,• 1ea1W 1a ' I~' |l

Shartt~d~r~It~fl~ 52629 2.88 5,000 $3.204 $3k423 53.657 $390 $4.173 5448 $42M 507 5,3
Retain~~~G ona(ae1ut2(ec n) 1)~ ) )~ )~ )~ ) (12) 112) (1) ~2) W4)

Depreciti"on. 4ep 1tyo a P cnd a otiz to (10- peren 6 4@944 6 50 4jat n. 1 eqiy------------- ----------------------------- s W8 '0pocdo00 320 342 366 391 417 446 47 50 53
Lam s witidnd (4----per --e--t --ne ---ene------------- 2,600 147 15 168 179 19 20S1133 29 26 840

Luns iiceneraSted. M ---- mm----------- 72.83 44 473 54=53 576 115 658 70 750 S01 856 91

14r~~lg(3pecettdIW QuV--------183 0 643 504 739 78 83 95 101 108 116 124

CFun&a avI la lit-r w- -- - - ------------ - ------- 50 5375 572 612 664 698 77 097 85 9092 1 3
6 68 60 53 67 616

Caitl7SalaofiOlt ---------- -I - - - ---- - - - - - - - - -- - - - - - - - - - - --------= = - -66 6 7 6 6
Dom borowl10p-------------------------------------------------------------7 7 6 7 7

lg77ormwntS--Z------------- 29---------------------------------------.... :,:--- --------------- *------------877
1976 borrOwiM ---------------------------- w --------29 ----------- w ------------------------------ 8 ........... 9197 bffod ------------------------- 16---------- --- ------------------------- *---------------------- . .. .. .. ...... *-------------------- 8 81980 borrowin - -------------------------- is------------------------------ I-------------------- -- ,,*------------------------17 ffoma, e 1---------------- 91 -------------- -------------------- 3)

Debt onDer- 31 t--- -----------------
Equfton Dec. 311 ----------------

DG e.-31 (pe - ........ .....--------- ----------------..

903 967 1,035 1.too 1.186 1.269
2.808 3.00 3X204 3,423 3M657 3,906

(32,) (32) (32 (32) (32) (32)

1.35 1.453 1.5S4 1.6624.173 4,4M8 4,762 5.087
(33) (33) (33) (33)

5,434 S. US
(33) (33)

seat lad" 24dm Ima imT,,t,4 t•4 L97S



AVERAGE EQLUTY AT 150 PERCET OF THlE L964-73 AVRME OF 12 PERCNT (12XL5-l8)

S" rfeolders" equity Jan. 1 ...........................
Return on avmrae equity (Percono-..............
Net income -----------------------------------------
bepreciation fepet and amortization (10 percent of

Jan I equity) --------------------------------- ---
Las dfimends (45 percent of net lacome) ...........

Fun d .................................
Net borrowiap (33 percent of dab equity) ..........

Capita avalabilty-------------------------- ---

.........i
310,,17

W.$G69 32,902 $3,205 $3,5W38 U970 $4,314 $4,.6 526 $5%80O $6,413 $701 $7.818

5,764 263 290 321 354 391 431 476 526 581 641 708 712
4,913 225 247 274 301 333 368 405 448 495 547 604 666

11.76 56 593 654 7 798 880 973 1.074 1.186 1309 1,445 1
* 2,00M 91 101 111 123 136 150 165 183 202 1223 246 v

M 13M7 627 694 76 846 934 1,030 1,138 1.25? 1.305 1.532 1,401 1,868

Deot ( Pr ent yea"r): 9963.. .............. ....... 9 9 9 9
7 borrwins .. ........................................................... 10 10 10 10 10 101976 ------------- -..--.................... 5 ................................................................. .... 11 it .. 11 it 11

1977 bo s ............ .................... 48 ............................................................................... 12 12 12 12
1978 orw s............................. 40 1- " 14 13
1979 borrowinp ................................ 30 ....... 17............ is 151980 borrowias -------------------------------- 17 .......... .. :....................... .................. .-.:........................................................ 17

Total repsymens ----------------------------- 3133.. .. 9 19 30 42 55 71 87v

D eonDo%--31t--- 934 1.035 1.146 1269 1.405 1.55S 1.720 1.903 2.105 2.329 2.5S4 2.84S
Equtyon Dot. 311---..-............ --.....-.-...... ----..902 3,205 3538 3,907 4,314 4,763 560 588 6,413 7,081 7,818 8,633

D teut w-31 (percent)-.--------------.-... ---------- (32) (32) (32) (32) (33) (33) (33) (03) (33) (3 3) (3

'On 0 V. 31,1973 equity was 63.7 pemet of consolidate company q . Assumes debt is 637 pe itof atonsuldated compay debt o Oeh. 31, 73.
t
i



Qtei;b'rIOx No. 9

STATI.MIh.NT ON IIATI: (Or lriN NJ;SSAItY TO ACIIIIVI: EFICTIVE PETIROLEUM
MUO['STl¥I;ItI 'O1I•0,01tM Cet

The - ypplv of ,nrergy is directly related to expenditUrei made to provide that
sll)i)j. The current lhortaige of i.;tr, ellti i.t direct eon,.eijucne,' of ina(ietquate
capital sple'ndig, which is it.uelf a Irooduct of inadequate earnings during the p4st
,.verid ywars.

.% Novemnbler, 1973 utxlale of the 1972 ('lia.e .Manhattan Bank analysis of the
:10 leading lmIroh.eum , companies . timnates that "the worldwide financial ne.dA of
thi,' jIavro4le industry between 1970 and 19S'., are expveted to amount to $1.35
trillion. "The indust(r1 v t irmu delend on threen.-ouree,. for this capital: prolits, capit.d
recovery, borrowed capital. After allowing for the amount of ioney p)rudent
Illiln:ageiwttllt canll be ex)eetd to boirrow, unldl the maximihlim amoUttt of capital
recoveryr currently I-rinitted hy law, the industry's indicated dependence upon
prozls n the 1970-1985 period nmnount-t .o. i7h:i n...

liaed o(l ,wir a, ent of the requirements of t he dollet ic petrolexim industry,
ain after-tax rate (if return on stoekholder.r' equity of 15 to 19 percent will be
required o natilt- I he ,ece..-.ary cott rinlti ion to at nuitional s.If-sitlViciency in energy
within the next 10 years. Our estimates take into account the rate of inflation that
will al'r,.t thit dollar cost-c of reaching miueh a goal, :aild the extetit to which the
iludu..Iry van re.-aonably be exLp.ehed to attract inVestors.

tatl(lhltl Oil*.; estimated 1IM7 earning increased 36 percent over 1972, yet tle
inereate to this level achieved only a 12.9 percent return on shareholders' equity.
With olperatiorn. largely confined to the U.S., Stlandard attained an average rate
tif return, of only 9.2 lmercent during the 10-year period from 1963 through 1972.
In 19172, the conlp.any's average rate of return was 10.2 percent.

Comparative data on rates; of return provided by the First National City Bank
show that rate of return or shareholders' e'qliit " for ithe 1".S. ipttri'hum idnustry
aver.,iged 11.8 percent over the 10 years 19d3 through 19172. This- wa s lightly
ltlow the 12.2 p~ereent average for all manufacturing. Amtng the 25 leading
capital-intensiv, industries included in the batik's survey pretro •'iun ranked
fifteet'lh in rate of return. At the sanme time, tIlt petroleum industry ranked
first. as the itii(st e:apital-itltensive of thlese 2,5, with tin investtm(lt of $.15,000
per employee in 1968, more than three times- the level of the second-ranked
indiv;try 

,.

Year-by-year review of FNCJI data reveal- that the petroleum industry's
rate of return fell bIelow the total manufacturing average in seven of the 10 years,
and declined without interruption aft(r 19S, to the lowest level of the &dcade
in 1972.

Over the past 10 year., from 1963 to 1972, Standard Oil Company (Indiana)
has reinvested 53 percent of its net income and p:uid tit(, remaining 47 pr'cent :vs
divid,.ndz to shareholders.. During this same 10-year period, the eonp~any's total
capital and exploration expenditure-. have been almost 2.5 tiine, net income.

For the 10-year period (1963-1972), the source of futl.A for -Standard's cal)ital
exp)enditures, debt --ervice, and increa.%ed working capital has been:

Pecrrlt al
total u•unds

Reinvested net inome --------------------------------- ------------- 25
Capital recovery (delpreciation, depletion, amortization, and -;o forth) --.- 47
New horriwinus ---------------------------------------------------- 17
Capital stock ismuance, sale of prop,,rtie-;, and so forth -.---------------- 11

l)Dari•g these sa:me 10 years, tot:l capital and exploration expenditures have
beeIn :l follows: I'crcc'nl

E4xplo•ration mid 61rooluctiomn---------------------------------------06
NiManufactmring. t ran-;)port:ttion, marketing, :-id so forth ---------------- 36

Total -------------------------------------------------- 100
Over the p.4 decade, net fixed a•.,ts of the dome.itie U.S. l)etroleaIm industry

in activitie.s other than :mrketitn, have grown :at ia copouill :mnnll l rate of
approximately 6 percent. Yet during this period, domestic enide oil mnd natural
gas liquid' producing calneeity lihas gr'own only 0.7 percent, while ,olne,,tie refiiing
r.:ia('tiy has imnr('a'.ed 2.9 percent. Meanwhile, U.S. consmpntIion of jetroleun,
Jhas inwreaer ( at :ill ammta:l rate (tf nearly ,' l)ercent.

Thu.-;, hihe the gro wth itf industry a:is.et.s h:i. exceeded the growth of real
coil-1anlititn, eXl:amtionI of prod(lucing and refining capacity has :•igged far behind.
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Thi.t ht:&.; Ib"! a direet e,-,i.equence of the -e:Idiy iner,.-ing e,"-.1 fto tiitiig,
I1l'70doleing atnd reflhling• tollit.-Slir toil, and, ctimtlll-litiom• fl'mtl illpltorls. ()llhV a lotirtiohik

if thi.' it.4, ij :k triljiitUmoe 14to lih.t Lgr.laetl iltll:.iti,:i-:lr" irmnt : iiitmlrh i to' its tihei
inere.-iisigly dillictlt ;IdI e(.otly 0:A.k off finding a, ud joroducing new eruitd' oil mtdi
Ittintr:al gia-.

In coimmion with Ihe renuhind,.r f'f lilt, (hIt.'-ti(' foil indti.ýlry, S.•m:thd:•r il i,
ftaedI itih vw'.it ly iner'.vitd retliriinull-vils fisr fumn'k if it ii ot, llinko. :n -iIilihej:1ll
e'mtilribultist toqward x.,l ihlin, tlit 1U.S. ,,rav ,tilliphl- I:-. FI,,r uvx:,ivil.Ii: iI

].q~~~~~~oi ,.tliad, ('-ii i -nl•ldilllrm'; llot:tlle. ý413| Itliffil(n ,1' for\hie ,qt .l.l~

luilitik w:is for explor:ation and lorotdhlii,,n. I 11 171wth l4thA: w:v; ivo ..r 1i loilii,,li,
vith souni 'S722 mIuillion for v'xplis'r:tiillt lrodi'ti(lt.. FI,,r 1974 ithe e'oittlj):lmny 1i:4,
buludgeted :il)pr lXimla:li'lyv .1 billi,,tt it% ,xpir'rt•mi aid mrlt1.(.tiin czipi-.t i txj.'l.,i-
ttlrt. :alonf, with :mnatlhr .'l-00 utillii o arai.irkeid ft'r dih.r Ilaw--'p ..f it- Ilw-h,,*--Q.
III S11111. the Ct'l aty' .mjlil:,l o ,u l vxpnditt ir'l:tt for 1.17-1 reivtre-'itt i.%o.r 2.7
tilim,. it,: e-limmi t'd 19i': . I

rThe -ronr'tuion- miu.t- ho-drvlwn-th:it nil indltiat- e"rnin.- for ,1973; ftr-frtvmn-
r .ere lltin i -g xts- for Wilkhdf:t!l prOtit -. r'i-ll'-e'lt :t nIe'.-.r\ r;.:'. toirv4 fre.ltj
m'ir e..(d i.:irninut.' which h:ave ch:tri tt'rizi;I lit-' letriletiiin iliiii.4try it" re'.t,,i
yvar-. Thiuiz, .973 ('eltrlingl Ii-vidh, iil'hi Iitnr. thian ilk prior -a:ir.. :I vialsl. Ir.--C
for ;1n ev:ll:mtiol (if What ".'i-it.1•L• u deqlit:la v:irtilig4. fair lih iwb:(|t-try. It i.s re..ir
that t ;oIlI d if tiolu' iulIiev calls for :d rever'.:d of titt depres,,.d toil itidu~try I)r,,littmi',d (Of fill- Ipast deemidc. *

TiIe ipetrooltemit indl?.•try's 1973 im\'et, Init i):1-' .•n g rivrte :oll :aVnt'lro g-:i ittoIi l
etrninhj1 r:itt (fo 15 t.o 19 perr'ot. us',.'r thit Ilng termi. if ithe indl iry i.' k t rto -I.,q,(I
:&detl:utely ito t|1re energy demand. Iow f:alrin',. th, 'llitud St:at.'.' anal th,. rv.
linaitder (•f Ihe I're World.

7. What pereetit f•' your total I'nithed S-l:itt- -al,, (If p'Iroleltls prdulllul during
the applicable iritriI were dtirived fr-il foreign crilde?

C .S. ,at.x dcrircvt fron: f,;rcipii crude
Yea:r: A'rmo ,t Yvar-(?' 'totinultl I's It ut ,

19"3 --------- ------------ 16 1 WIN-------------------------- .5
197------------ 10.7 19 --------------------- .

1971--------------------- - 1
197o - .---------------------- .196.5-------------.----
1969 ---------------------. 1964

S. D)eseribe the typical sit tiil imn4 in whih fill hImve re'nt raetai:ml rbhla,,i.-Ihila•.
with fuoremign -uu idiarv invdlving :1 Irim'ing ImroIlem.

To what extent ido You ltliev. ' it p.--iluhe for a U'nited s"ttlvs e('40 mii:uly Coi.!)ylilg
with tih' pre-zent tax reglulatioi; governing .ichli rtehitionshiit . , .I t i-hift Uitilud
Statee'' profit.; to the ftorvi'gn 'u.4.ditry'?

lDoI youll rec(sitsitIse'n(d :myI.' iIlthrlrlaiVt :i) 1)ro:lach for rv-fll:ation (if stlch triit--
aictions to I)rv,'vent t6P .iiftin' (if t nihtid M•ltt.' p)rof'it toI ir4'igl) stl'ibdi:uric's?

Onle typical sitiil'1tion ill which we l:av', ,I etitr:eti|:al i,1:ut ionl-hip with a f.'r,.igl
suisidiary involving prichig is : the are:. #of s•ilaijilig, in widieil ,ocean I r:wliiili
i. chairgedI by a foreign ;ll4idi:iry to te U..;.tIili:ute. InI tlhi. Atitaljlt lilt' fort-igi

!uil)i(liary enters into4 a new colitrau't ('alh year with the U.S. :lltiti:It, and the.
prices churgcd thhereunder are basc-d mti rlUot:at tion. received fr 'in four ind,.peitl.hitt
ship-brokers.• We ielieve that tlis preven'.ll• 1il shifting of ir,,lits from the U.S.
to the foreign snlbsidiar.v and is in cc oltf(IrlItit. with p|'•v'nt tax rigit:ittion.:.

9. Provide informiaation :v.; to iltv.-t.14i11nis anld (1exjlni'di ilrv.e wi11sidIh liit, l'nilttd
States during the pepli':ailh period. Itelat(' this infornaat i14l1 tio the sum fof (o)
etirningl; olit'4e tihe- United State.; 'umd (b) niet e(qluity and debt eajit:I r'1it
outside the United Nat4'a , during thei :ipjlhic:dle period.

IS(e sehedtule :lt u:l'hed to Qtue;! ion 3.1
10. What. would have beenl tilt! inlal:t onI rate (if return onil petroleum a-et

in the United ft-tes if thcre had bee.n nie•hdpltion :11h0w:ne4.?

Rate of ieluta Rate of Meturm
if no depletion with depletion

allowance allowlanc

1971 ........................................................................... .7 11.0
1970 ........................................-.................................. 9.9 12.2
1969 ........................................................................... 9.2 12.6
1968 ........................................................................... 8.4 11.9
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SHELL OIL 00o.
Purp.%R&D SAT.;TF.•T OV (. 8. WVOLnFRT, JR., VIce PtESIDEXT .AxD GENERAL

Cou~i:s., simLL OIL Co.
INTRODUCTION

.M"y name L. G. S. WVolbert, Jr. Although I am preuntl Y Vice President and
Associate Geneanl Coursel of Shell Oil Company, my appearance is due to the
fact that I waas Shell's Vice President-Finance front November, 1970 until DeeemT
her, 1973 and previously served as Treasurer of the Company from October;
1968, until becoming Vice President-Finauce.

We in Shell aire grateful for the opportunity to participate in this Comnmittee's
development of information on the p)rofits and rates of return realized by oil
com. pnies from their operations Itithe United States during the 10 year period
1964 through 1973. In order to provide as useful a document as pomsible we have
arrayed in tabular appendices our data on the points which the Committee
requested us to address. To the extent that analysis and comment on such data
would appear to be warranted re have provided same in the text, arranged in
order to correspond with the attached appendicts.

Before entering upon a point-by-point discussion, I would like to make a gen-
eral conmnment on our figures and'their use to indicate the economic condition of
enterprises engaged purely in petroleum operations Aolely in thl United States.
Broadly speaking, nmv company probably comes as close to fitting this descrip-
tion as'does any integrated oil Comlpanv of substantial size in the industry. llow-
ever, we do conduct, within the Shell Ol1 corporate entity and in exceedingly close
conjunction with our domestic petroleum business, a itetrochenlical venture whose
rcvenutes in 1973 accounted for about 13% of the company's total. While a facile
mind can develop many distinguishing characteristics "between the chemical
and oil "businesses",. the substantial amounts of products and services that are
interfaced between these activities averagingg in execs. of 20% of our chemical
total costs and expenses) have caused us to consider ourselves to be conducting
a single line of busiowss. I might add, incidentally, that governmental agencies
to whom we report or by whom we are regulatedi e.g., the Securities atin Ex-
change Commission and the Federal Energy Office, have accepted this conclusion.
We gave serious consideration to attempting to extract from our numbers a de-
rivcd 'chemical balance sheet and income statement so as to create a "purified
residue' for the Committee's purposes, but the arbitrary nature of any alloca-
tion of shared facilities, utilities, and services and the fact that these allocations
would change from year to year, thereby precluding comparability between
years led us to the conclusion that it would be far more misleading to submit fig-
ures stripped of notional chemical financial statements than it would be to use
our actual figures, with the mental reservation that they do contain an element
that, is not purely petroleum. We have made a separation between "Domnestic"
and "Total Company" figures by excluding front 'D('nlestic" the following: (1)
Profits from a foreign subsidiary in the yecars 1064 through 1970 whose opera-
tions primarily consisted of the purchase and resale of foreign crude. See Ap-
pcndix i1. (2)'Losses primarily incurred in foreign crude oil exploration ventures
In the years 1970 through 1973. See Appendix H. These are discrete numbers and
can readily be broken out.

RATES OP RE1TURN

Turning now to the Committee's points of interest, we first examine the Rate
of Return realized on Stockholders' Investment. Most analysts use this test as
a proxy of industrial health and investor interest and we believe that it prob-
ably is the single most significant ratio. Appendix A shows Shell's rates, by year,
for the period 1964 through 1973. Because we already had on hand certain com-
parisons which 'is" our regular Rate of Return ("TFotal Company") we have
listed rates or. both oi:r normal company basis and on a "domestic" basis for the
special purp'se of this inquiry.

In Appendix B we show our "Total Company'" return on Shareholder Invest-
ment against time and compared it with our Return on Total Capital. A,. you will
note, the latter line is consistently lower than Return on Shareholders' Invest-
ment. While we do not urge this ratio as a supplanter of Return on Shareholder
Investment, we do suggest that as our capital investment requirements cause us
to borrow more and more money', the significance of this ratio will increase if we
are unable to hold the line on our debt-equity ratio.
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We also plotted two other curves, one slowing the historical Rate of Return

on Shareholders' Investment for all U.S. Manufacturing Corporations and the
other showing such rate for U.S. Utilities. Unfortunately, the source of our dait
for Utility Companies only g(es back to 1964.

Comparison of thete curves serves two purposes. One provokes a viral
reaction that if our Rate of IReturn i. below sill U.S. Manufacturing and/or
Utility Companies, we don't have an excess profits problem; what we should
be concerned about is how we can get our earnings up to a level that will be
attractive to the investor, which brings us to our second point. We must compete
In a free capital nuarkut for funds to finance expansion. It Is difficult to say a
priori precisely what return will be required to attract funds because "Inve.tor
t:pecttations" is an abstraction which varies, among other things, with confidence,
degree of risk and rate of inflation. We do have a benchmark, however, in public
utilities. Because the cognizant regulatory agency is charged with seeing that
utility rates are as low as pomnible to protect the consumer yet sufficiently high
to attract capital, these rate should set a floor upon which to construct an
appropriate target for oil company returns. For utilitiW, rates over the past ten
years have been so low, that by niot being able to generate enough funds them-
selves; they had to get out in the market and borrow heavily so their coverage
rate has gone down consistently, and many utilities have flipped In their rating.

An inv(etor will appraise alternate Investment opportunities by means of a
discounted cash flow test. Because of differences in the operation of, and In appro-
priate methods of accounting for, a public utility and a company engaged in the
oil business of equivalent discounted cash flow earning power will have different
Rates of Return on Shareholder Investment. We estimate that because of the
oil production industry's fast write-offs, long lead times between first exploratory
efforts and production and the practice of expending dry holes a company engaged
primarily In oil and gas production would require about 3 percentage points
higher rate of return than a public utility in order to equal the utility s dis-
counted cash flow earning power. As we go downstream toward refinery and
marketing the gap is narrowed and we believe that an independent refiner/mar-
keter would equilibrate about % point higher than the utility rate. We view our
own business as being somewhere in between these two, say about 1% to 2 points
higher than a utility with an equivalent discounted cash flow.

Due regard must be given to the element of risk. If our company simply equaled
the earning power of a public utility, we would have an exceedingly difficult time
attracting capital. Surely the investor is entitled to, and will demand, a factor for
risk. There is no consensus concerning the magnitude of this premium. We do
have studies which evaluate the risk differential between an integrated oil com-
pany and a public utility to be about 2 percentage points.

Utilizing these concepts, we can construct a rule-of-thumb figure for a domestic
integrated oil company. Starting with the 11.5% median Rate of Return on Share-
holders' Investment which the gas, telephone and electric utilities have averaged
during the past ten years, we add the d.c.f. equilibration factor to 134 to 2 points,
plus the risk premium of 12 to 2 points to derive a total of around 15% for
domestic integrated oil companies.

Lest this rough approximation be taken as an absolute, let me hasten to add
that this figure is at best simply a measure of centricity-a 10 year average of
median returns. Let me use our own figures from Appendix A to illustrate two
points: first, Shell's domestic average of 12.35% for the 10 Year period might be
balanced by another company whose Internal growth rate was faster than ours.
Its 10 year average rate of, say, 16.65% could not be taken to indicate excess
profits because of the very nature of a median, someone has to be above it;
second, the depressed earnings experienced by Shell in the past five years (1969-
73 average "domestic" return of 10.64%) would require five good years averaging
around 18.35% to bring us to the 10 year average median we have targeted. This
is a most Important point. If we cynically disregard the bad years and impose a
so-called "excess profits" tax on the good years there is no way that the industry
can finance the on-going capital Investments that will be required to meet even
severely constrained consumption of, let alone normal demand for, energy in the
future.

One final point before leaving the subject of Return on Shareholders' Invest-
ment. Up to now, we have approached Investor expectation.- fromn a historical
basis. This is a satisfactory technique so long as inflation trends are such that
the investor feels confident of accommodating inflation in his calculations. If
the trend causes the investor to become uncertain about the future value of his
investment, his expectations are bound to rise substantially above the levels we
have discussed.
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CERiTAIN I'XTEAt1;,TIXl(; 1 %IT,04

lit A.ppdiN Ci w h:wve it:td. ht4ei %lep:ir.itelh for total c, tnm:Inv anud for
d, tseir ,qer;et i ,t;, r. ; i.- d.,riv, d fr,,in four e'mlp'rie-nt: (1) 1et-| itit(, me to
riove.lo (edt114-ive oif 0 .ll-elmlte'r e"(ei-i' :111(1 sele' t!It'4 ) ; Q2) nlt income' toa tl•exe
e4..xl-iv t. f etmliel'r exei-v :alld -zAv' Iti•,-., CD Iiet ihwonlle its lbalxr e-Is:

aund 0I) tne't ineun. (:tljn-ýtd tIo re'lhvt a For-l( ititere't.. -11w).tt4' te' toal (':Ieilal
%$hm-iten|% I 1 . pliv leang-teri t rl --;4- figires pretty well

sp,:ek f-r lthen1•,.lv•,-, with i..rh.1p• oine c tmle"it our net ineiet. to) t:e•e per.
CeteMPe fell 30' ý froin 1964 (1:e•t ye'ar pritr to, the •o-c:,lled Tax "Ihef,,rm" Act
of' 1191;I i,, 11172.

Alpeniidi'- I) list. yearly (Caliil Et li: .mlitillr and Expl louation Exput lp t' heth
in :eaoi•,hlte dllar :IniiIuit :11d :and a; a jerve'nii'toe' of internally •e'nerited flill.;
{itcluhdlitl ,xlvilrati,,n v'X u-el . It i- tt,, it-, ,idenee ih:t a oulr 1961;.t -6;7 4jtpmlIiiig'
-iatrmud gvnt;ii''p r:,ti,- wo rt, %104.1i f,,llowed lby three' %I0)I1 million, 25 year
debht oie', rint• and a dl' teigi'i,,tit ' tnan4ing in 1141,1-, Wui.u lei% iutd
Iback tour ex'p'ndilmr'• .i1,ee'e thzat tim,. billt, It,,,,king to) th', fAllutre, if She'll is to
lae'.r il- .hwre of tlle s.:erch fCr .ue.r•tv it lliikl hve' :hav iall nert..',s cep:e:'iytv to
hilttrmally griterale a , higher l ovel ,,f fiuml'. !t4 well si' to .lilraet :aiulitimiael illve-i-

ne,.nt fr,,m equity h,,lder.o liasiml-te'rzn fixeid ,,hli.i1titin hnd'tlr. We will have
,n- 4re i11i thi p0iltt sh,.rtlh.
(O1ns' inept rlaiat ,ehllitn in% tihe altrafwtiml 'of ,,,lllilt, itive-t ane'alt i.iza it slhle

dividthn(I lmliev. Appl).lhli. i'" jor, .vide illf-ornaleti,,ll ,II l lh (,,ll.tar aIItIIIilItI aiIIi
Ix.r',,l:e•w,.e ef petlr,,l'enlt ,aruitg. putid toil( in tlivi(Iend, by Sh1e,'ll ltirmli th.e
lewri,,d 1I96I tI' 1973. - ii'hll has wi, raiked it.4 di'idetid l er share .inee' 1969. ()1
the ollihr hand, dle'-lith' the sh'irl) dl,,'re:it.e ije it-; e'arlliiii4 diringl 19741 tliriutglh
19772, it did not, reduce' it-; divide'n'l. S.ari,.l' enoeataer:ation was- givete to esiltitin
the' dividend, especially in 19711 when tit#, l):',t, ratlt i r,,•o to (IS.V,. ll,,wever
th11e iliest einllt e'atiitinltilty lIacee,', h(i vy weight, oul cerltainty ef di idencl, and
,tour ex:aminal'ltioln hle des 1m4 to eetelulde that :a? ; ra•ilo1sihle company):llt iltt l ttlltl-

cyclical induli:ry whieh was 11,t f:ee'd with an im1pe'nding liquidity eri•k, we
sidhould keip faith with our .hnreh, olderc :and mlainta:in thle' divide'ttl mtitil ,,ur
circte1e•lt :unces dictated othe'rwi-,. I si-q)e'ct th:at o e were influenced, ,tici,,,litly
or 11en-.,ei,,u-ly, lby the faet that ali :htitlh the dividend rate :o; a p)e.re,'ntage
of ne0 ,verpilgz w:i.s high, I11e' sh:,r•11ilder piece (of the total revenue pie w34
doawn :arouttel 3.7', in 19170 to :1.3' in 1972.

SOMIE COMtILNTS ON• 1 ICtlITII QVIleRTi;l 1973 ltlstUlTS. AND1 tt;TAtIl, tIuiCLS

Because 4- f the proeluetimin cuttlack4 aunt the enzharg•e ilnl), sed hy O.A.P.EI'.C.
cetnlries 'n shiplnient% It tlie t'ntied Sta1:1.t :antd lhic r..utltilg shortage of ga-w-
linle, hl-,ne li(':1titt oil mid rc-idueaek t here hli4 beeIn a wide' interest, (xljr"Se(Id ill
Fourth Quarl.ter Eierning-i and IRetail Pricev.. The short, :atwf.r in ouir case ik Ithat
Shell Oil C•e anp:eny'-; earnings- dcdinvi 2 percent front the Fourth Quiarter of 19172.
I;xeit fer tihe relief in the lriciuig re.strictiti,; (nti do,,nme.ii enidr e oil l:est '•ep-
telnix.r through the two-tie.r pricing -;yst(en, plrdiuiet price illcrease•.•y the (Ooln-
pany in 1973 were limited to p:essing through higher eas.ts of purclhaekd crude oil
and I)roductl- already interred. While currently regulation..; allowed a dollar-for-
dollar p'i-.s-ihriugh (of the higher cotzts of crude oil and pltrehlasi• lproduedt., they
ne.verthele"- impnaired iur earning, a-. well :t-; our margins beca:utse hiighe'r costs
incurred in one Ioutlh could not Ibi rec'oeve'red in higher l)rice. Until thet' following
month. The eifece of this time lag continue, tea grow while Coits are inerea-4ing
rapidly and this waas reflected iln outr lower earning-; fear the last quarter of 19173.
'Tile impact of this delay iii recowverv preclude's meaningful analysis- of Ithle etrect
of normal growth eaf sales, of inflation, of :bhseltce of soft markets or eof greater
p)rolit Inargina.

With re()4.ect to gasmlite prices, Shell move\ed dealer tankwagon I)rice. nation-
wide during the last quarter 1973 as follows:

pe.l)tme.r 15, 11t73, 0.90' increase.
-p'l)tm.nhber 29. 1973, 0.290 incre:Lae.

Octobeahr 6, 1973, 0.6ý increrak.e.
Novembher 9, 1973, 1.00e increase.
1)ecemnher 1, 1973, 3.2e increase.
lDecembher 5. '973, O.S ccrcdrse'.
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The total inerea.ce 'if 5.10 w:as strictly in accord with Ph]ae IV CoSt of Living
Council regulations;. The almove inere,-i:..c in the tankwagon price were Iurely
n a.•4 throtigh of increased ntw misateri:l cotý and 1o profit elelnelit to tile refilner/nmarketer i• reflhecte., in t llej. *

1)ealers had the legal right to im,-4 the aloove-lnentllitled increases (in to their
CUS.Illiers; h,,wever, they were noit authorized to add to their retail •iargin pro.
ailing 8lt Ma:y 15, 11073. liin'e!s it was 1(.; tihan .seV-wvl oit|d one-lhalf cents. Wo
helivec tlh:t thle v ii•t m:ajority of tour deakrs have priced their priducis to the
public in acc,,rd:ailse with the: regifl:ttiins.

A ILOOK AT TillE FUTUI:i--'*.%IIT.L IIrIu;:t1IMLXTS UNOIgI TWO SCL.XAMIOS

In order to avid il aly .Ilgg.*•lies that we were Inma.i jug :sn (-,ýtitlate, itrojection,
or foreem-t ,of future varliiigi t1 :iýt muighit rin aful of S.l.C. rilles, but at, the
r-ale time dvl.-irinig to lprtvide realiktie ortler-Eif-mn:llitude numbers useful fr
tile t'imnnitttv'4 ex-ilinatim, we ogre'd with the staff to run two camss. hohling

uit' lleturn oin $hnreholdere In-.'.li.c.,,ll.aA. tiw ltii-7J ',\tr" (1.2-,)
and :at 1.5 fimieS that a\ver:age 'I.a'.mi. \' d-l, :izre.d that the ealpitil .ýtrueturo
would be 62' , equiv. 2..' direct (hlelt and I3I' l indirect debt. We decided also
to u-e the historical av,'r:ge for dividt.nd rate 051:; of net ineome), as well aw
holding % rite-off;, working capital. dteferred taxes. and property sales nnd.salvage
at their historical fraction of net .iln, v-tInent. Average interact on debt was 71,''
and repayment, of new deb.t x.!v-4 ',,..uinvd to commence 5 years after it was in-
curred and to tike the forin of 25 equal annual Installuents. All new indirect
d(1t was treated as if it were a ton year lea-e with equal annual payments with
discount rate of 7' t.

The reS•ults of these two scenairi4# anr. displayed (oni Appendix F, Table 1 (12.2%
Return ainiii'd) and T'at e, 2 ( 18.3'; lIr'turn" a!t(n1ed). Table 3i is the difference.
brtw(een the first, two thereby sh,,wing the additional C:0pital Expenditures that
would be made p,,silble if a 18.3' *0 return was achieved rather than if a 12.2%
return was realized.

Perhals a comment onl the re-iilts is in order. Under the 12.2% return casze,
only 15.2 bIllion dollars through I9SR5 will be available for capital investmentc-A;
inmier thit 18.31'.' caýse this rises tot 20.2 billion dollars. Although the direct debt
and off-blhance s•hct financing a...uneId are somnewhat higher than Shell's tradi-
tional levels, they certainly seeim practical although the quality rating of istse
could be reduced'to the AAM' A range. T'he probl)lenm that the.se niodel runs throws
up is not so much whether this amount of eapital expenditure is reasonable to
expect, but rather is it enough to do the job? T'he National Petroleum Council
has estimated the U.S. domestic oil industry capital requirements for 1971-1985
to be 278 billion dollars (if 1970 vintage. If *shell is to do its 8% share, its require-
mcnts would be. 22 billion (1970) dollars. Subtracting our 2 billion direct and
ilidirect expenditures for 1971-1973 and converting the remaining unfulfilled
expenditures to 1974 dollars, Shell's requirements would be 22 billion (1974)
dollars. Thus we set that the capital expenditure capability arising from con-
tinned historical levels will fall far (i.e., 7 billion dollars) short. Even at the
18.3% level, there is a 2 billion shortfall. However, it is reasonably safe to assume
that a steady 18.3% rate of return over this time period would make po-siible all
equity offering somewhere along the way. Once again though, one umust ask in
terms of the present inquiry, "what excms profits"?

FOREIGN CRUDr. OIL PURCIHcASES AND INVIST)IENTS

In Appendix G we show the percent of total U.S. petroleum product sales
derived from Imported crude.

The Company's foreign investment base was negligible during the applicable
period. Although we had foreign source income during 1964 to 1970, as detailed
in Appendix 11, it was generated by a 100% owned foreign subsidiary engaged
in purchasing and selling foreign crude oil which had virtually no capital invest-
umeut. All earnings of this subsidiary were repatriated to the 'United States.
Foreign oil exploration ventures commencing in 1970 and conducted to date are
in the early stages and since practically all of exploration associated costs are
expensed currently, very little capital investment is involved.
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SHELL OIL COMPANY
RATE OF RETURN

1953 54 55 56 57 58 59 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75

APPENDIx A

PERCENTAGE RATE OF RETURN, AFTER TAXES, AS A PERCENTAGE OF SHAREHOLDER INVESTMENT AT BEGINNING
OF YEAR

Year Total company Domestic

1•4 ...................................................................... M2 its
...... ..... ... .................................... .4.. 14.4

1966 ............. ... ..... * . ................ ........ IA.O 14.4
967 ........................................................................... 15.1 K.A

1970 ....................................................................... .. .. 919.4
1971 ................ ................................... * .. &91971 .......... o...........................o......................o............... & 29 0.I

1973~ . .... o ............ . . . . .. . . . . .. . . . ...................... o .... o 11. 4 IL 6

Note: Aside from the chemical venture which was discussed in the preliminavy "enAl comment. Shell Oil has no other
matter investments alainst which to compare the irturn rates listed above.

Source: Calculated from annual report: "domestic" derived by subtracting foreiIincome and expenditures from
annual reprt figwes. The data underlying the above rates of return differ from FTC form "MG figures. The FTC r equested
consolidation ofsubsidiaries on the beSiS of tazability under th Internal Reveaum Code. For te" years 1964 th•roiu 190
the "domestic" rates are derived from figures comparable to FTC orts and for the ywhs 1910 through 1973, the , total
company" rates should be compatible with FTC figures. Effecve tIh 4th quarter of 1913 the FTC revise their form so
that net income would he the same as that used in our "domestic 'calculation but the shareholders' investment would be
"total company." APPENDIX 

B

No debt capital was raised outside the United States. Equity capital of approx-
Imately $200 million was obtained from outside the United States in 1968; these
funds were used for domestic investment.

At the moment, we do not have contractual relations with a foreign subsidiary
involving a pricing problem. For this reason, we do not feel it is appropriate for
us to engage in a detailed discussion of the possibility, under present tax regula-
tions, of shifting U.S. profits to a foreign subsidiary. I content myself with simply
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making two observations. First, in the past the Internal Revenue Service has
displayed ingenuity, persiistnce and remourcefulness in applying I.R.C. 1 482 to
this situation. Second, the new world crude situation with Governments as sub.
stantiad crude sellers and everybody and his brother in the act as crude purchasers
provides a much more informative marketplace.

CLOSIXO

The length of this statement devoted to addressing the questions propounded
by the Committee already gives me distress. I do not intend to compound this
distress by a. wotdy losing statement. I would like to reaffirm our appreciation of
the opportunity to discuss these matters with the Committee. I would also like
to leave one tliought with you. We each hmve a fantastic task before us to bring
the energy problem into manageable shape. We cannot afford many mis-tarts or
nonstarts. We need your help and we are prepared to assist you anyway we can.
Let us resolve to work our problems out together.

+AppzN'Dlx'-C

PROFITABILITY RATIOS (EXPRESSED IN PiRCENTAGES)

Year Total company Domestic

L Net Income to revenues (exclusive of coumer excise and sales taxes):
1964 ....................... .......................... 5 8.2
1965 .................................................................... 9.1 89
1966 .................................................................... 9., .
19681 .............................................. .... 9.
1969 ........................................................... 9.31196 ............... :............... I.................. "".........'.'"" ." 6&I &.
1910 ................................................................. . 6.6 6.91972 .................................................................. . s.2 61973 .................................................................... &. I k0

2. Not income to taxes (exclusive of consumer excise and sales taxes):
1964 .................................................................... 180.4 189.8
1965 .................................................................... 163.5 174.2

i1,.... ................................................................ 171.6 176.011 .................................................................... 155.9 160.51910 ........................... *..................... .. ............. .... 1.s 1 919l......o............. o............................................. ..o. 1.9 1 ao1972 .................................................................... 119.1 .111.
1973 .................................................... ............... 129. 3 127. I

3. income to labor costs:
1964 .................................................................... 57.4 54.5
1965 .................. ................................ .. 64.6 62.6
1966 .......................... o......................................... 64.3 63.3
1967 .................................................................... 65.5 63.0
1968 .................................................................... .67 5
1970.....1............................................................. 44.7 47.0
1971 .............. .. ........................................... 45.3 49.21972 .......... "...".."... """............................ "..... 0.......... 4L6 3
1973 .................................................................... 5&.3

4. Net income (adjusted to reflect afterUtax Interest expense) to total Capital (share-
holders' Investment plus Iong-term debt):

1964 ................................................................ 11.5 1.9
1915 .................................................................... 2.9 I5
1966 .................................................................... 12.3 IL2
1967 ........ .......................................... 12.3 11.1968 .......................... "........................1 I. 8 11.8
1969 .................................................................... s41970 ........................................................... ..... 7.1 8.01971 .................................................................... 7.6 &.2
1972 .................................................................. 8.0 &81973 ...................................... if 12it8

5. Taxes (exclusive of consumer excise and sales taxes) to net income before taxes
(pemrcet):

1964 .................................................................... 35.7 34.5
1965 ................................................................... 38.0 36.5
1966 .................................................................... 37.9 36.9
1967 .................................................................... 36.1 35.8
1968 ................................................................... 36.8 36L2
1969 .................................................................... 39.1 38.3
1970 .................................................................. 46.0 46.1
1971 ................................................................... 43.7 44.1
1972 ................................................................... 45.7 45.9
1973 ................................................................... 43.6 44.0
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AmiI' luxDx l
CAPITAL EXPU•DITURES AND EXPLORATION EXPENSE

Per(enl of inteinally

Absoliate amount (thousands) generated iunl s I

Yeaw Total company Domesýtc Totalcompany Domest"c

1964...... ........... ........................
1965o..... ..................................
1966 .......... .....................................
1967...........
196.......... ........................
1969 ...............................................
1970 .............................................
1971................... ..............
1972 ..................................... ........
1973 ..............................................

3$07.717 $507. 717
604. 969 601.969
40, 948 640968

703,574 703,574
642.383 642.383
719.629 719.679
717. 444 693.490
543. 144 %04.833
689.541 641.696
691.243 622,061

I "internally renerated funds" include funds pro~iied from operations minus d.,idend$ plus exptcralion expense
(99olo0Kcal, •qophysical and land expenes pus lease rentals). These are financial book figures.

.\'l'-:.Ni'X F:

DIVIDENDS PAID OUT OF EARNINGS

Year

1964 ...............................................
1965..... .................................
1966 ...............................................
1967... ..................................
1968 ...............................................
1969 ...............................................
1970 ...............................................
1971 ...............................................
1972 ..............................................
1973........................................

Dividends paid (thousands)

Total
company DomesticI

$90,798
101,194
115. 731
128. 280
151.376
161,778
161.719
161.738
161.751
161.704

386.167
100.098
114,111
123.405
149,80?
160.160
161,719
161,738
161,751
161,704

Percent of net earnings

To'aI
company Domestic

45.8
42.15
45.3
45.0
48.5
55.6
68.2
M6.1
62.1
48.6

45.8
42.5
45.3
45.0
48.5
55.6
682
66.1
67.1
48.6

I No dividends were allocated to foreign losses.

APPrExDx F"

TABLE I.-SHELL OIL CO. ALLOWED FUTURE EXPENDITURES

CASE I.-RETURN ON EQUITY TO 1964-73 AVERAGE-12.2 PERCENT

[In millions of dollars

New Total direct
Capital New indirect and indirect

Year OePeLdItOes rmaw ing debt expenditures

1974 ............................................... 828 203 200 1,028
1975 ............................................... 899 222 229 1.128
1976 .............................................. 857 113 108 965
1977 ............................................... 908 123 117 1,025
1978 ............................................... 962 144 135 1,097
1979 ............................................... 1.017 150 147 1,164
1980 ............................................... 1,074 167 162 1.241
1981 ............................................. 1.141 172 182 1,323
1982 .............................................. 1.210 184 203 1.413
1983 .............................................. 1,280 192 2?5 1.505
1984 .............................................. 1.,35 204 248 1.603
1985 ............................................... 1,435 218 272 1,707

Total ........................................ 12,971 2,092 2,228 15,199

120
132
133
134
112
119
131
92

114
94

1^2
133
133
135
112
120
126
84

10584
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TABLE Il.-SHELL OIL CO. ALLOWED FUTURE EXPEIOITUPKS

CASE II.-RETURN ON EQUITY 50 PERCENT GREATER THAN 194-73 AVERAGE-18.3 PERCENT

lin mulbous of dvIaI $

Total dmnKI
Capital New f oew inditsct and indited

Year expeaditles Sna uncil dent expenditvies

1974 ...............................................
1915 ...............................................1976 ...............................................
1991 ...............................................
1998 ...............................................1979 ....................-..........................
1•908........................................
1981 ...............................................
1992.o... .... ... ...... o...................+.. +... ... .

IM .o.... ..................................... ....

1°1.. ....... ............... .... ...oo .oo....... o.. .

.,+,I ... .... i... *.•. .. 6. 0... 0. ...o.....+...o.+....

Total .........................................

888 185
o.n29 265

1,064 209
1:116 115
,212 203

1.316 211
1.430 213
1,153 262
1.681 285
1.832 308
1 988 333
1. 2W -. . 30-

17,270 3.045

210 1,098
240 1,269
156 1.220
146 1.2:z
174 1.386
193 1.509
218 1.468
244 1.797
280 1, 961
313 2,145
350 2.338
390 2,$45

2.914 20,184

TABLE |II.-AODITIOtiAL EXPEiNDITURES PERMITTED BY 50 PERCENT HIGHER RETURN

lin nulliaos of dollasl

Capital Indirect
eipendituies coinnutments Total

1974 .............................................................
1975 ............................................................
1976 .............................................................
1971 .............................................................
1978 ...........................................
1979 .............................................................
1980 ...................................................
1981 ...........................................................
1982 .............................................................
1983 .............................................................
1984 .............. ......................................
1985 .............................................................

Total.................................................

60
130
201
208
250
299
351
412
471
552
633
720

4,299

10
11
48
29
39
46
56
62
77
88

102
118

70
141
255
237
289
345
407
474
654
640
735
a3n

686 4.985

API'I,.xi)x G

IPercent of U.S. petroleumn product sales derived fromn foreign crude

[Percent of imported crude quantities to refined product sales quantities]

1964 .....................
1965 .....................

........... 191i5...................

1967 .....................
1968 ---------------------

14.9

13.4
11.8.

Year-Continued:
1969 ---------------------1969.
1970 .. ~...... . ..-- ..19701-------------------

19723 - - - - - - - - - -1973.

- Arrs~xux 11

Ifarninysj.(lossce ouh.•idle of the United Staics

[l'arning,:!(losse:') in t hiousanids of dollars]

Year:
19041 .-..-----....-..
19--................
196--------------
19167..............
196S .................

Net: 91 Income and 12,313 losses.

Year-Continued:
10,143 1969 ----------------- 2,7SS
7,2S3 1970 --------------- (12,222)
3,666 1971 ----------------- (20,956)

10,713 1972 ----------------- (26,341)
3,27.1 1973 ---------------- (37,137)

Year

11.3
9.5

13. 9
16. 5 ........
20. 6
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SHELL OIL Co.,

WashingLon, D.C., May 2*, 1974.
Mr. RoB=T Wnz4u,
Toa counsel, U.S. Senate Finnoe Commeitee,
WaskingtoGa D.O.

DuAR Ma. WiVLw.s.: This is in reply to your phone inquiry to Mr. T. R. Purcell
of Shell concerning the effect of our Chemical Opcrations on the domestic rate of
return on Investment. As Mr. 0. S. Wolbert, Jr. (Vice President and Associate
General Counsel of Shell Oil) pointed out In his presentation before the Senate
Committee on Finance on February 13, 1974 Shell considers combined oil and
chemical operations as a single line of business because of the substantial amounts
of products and services that are interfaced between these activities. For this
reason we have not attempted to segregate our chemical operations from domestic
oil operations in calculating the rate of return on Investment data provided the
Senate Committee.

We wish, of course, to cooperate with the Senate Committee in every way
possible and in attempting to respond to your Inquiry, we have reviewed our

. chemir 4 operations for ten years to.deter.mine Its estimated effect on domestic
return on investment. Keeping in mind that some arbitrary ailocations- were
nece-Aary in this statistical exercise, we estimate that the effect of excluding
chemical operations from Shell's domestic rate of return on Investment is nominal,
less than one-half of one percent of the ten-year average (1904-1973).

We hope this information will be of assistance to you.
Very truly yours, J1. CARTER PFRucINa,



QUESTION NO. 1

SHELL. OIL CO.

IpwUos of don"s

1973 1972 1971 1970 1m 198 1,67 lbA 1965 194

Tata corpmft:Not Jtore ........................... M$32.7 $260.5 $244.S $237.2 $291.2 $312.1 9284.8 9255.2 W234.0 $196.2

N et a asst I ........................... ,925.0 $2,826.0 $2,743.0 $2,667.6 92,537.9 92,067.3 1,897.9 94750.8 $1,612.6 9,503.2
Rate of return net assets (percent) ...... IL4 9.2 8.9 8.9 ll.S 15.1 5 IO 14.6 14.5 13.2

United States:
Not income ........................... 9369.8 $286.8 265. 5 $249.4 $288.4 $308.8 9274.1 9251.5 9227 $188.1
Not snoetb ........................... 92,920.S $2,824.3 $2.744.4 92,666.6 92,537.6 $2,067.0 $1,897.3 $1,751.3 $1,614.0 $1,504.0
Rate ot r net assets (peret) ...... 12.6 10.1 9.7 9.4 11.4 14.9 14.4 14.4 14.1 12.5

Foet fl ............... ($371) (926.) (921.0 ($12.2) $2.8 U3.3 $10.7 S3.7 $7.3 $10.1
Net snets ... . . . . . . . . . . . . . . . . . . . . . . .  . $4.5 $1.7 ($1.4: $1.0 30.3 $O. 3 6 (90.5) ($1. ($0.8)Rate of return M •b (percent)...... (100+) (100+) (10 ) (100+) 100+ 100+ + 100+- m 100+
.1 Represents shareholders' invsmbent at the beginning of the year.
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QUESTION NO. 2

SHELL OIL CO.

jOollars is millions; protab&hty rate in percent

1973 1972 '1971 1970 1969 1968 1967 1966 1965 1964

Not income: S................398 $8. 255 $4. 284 $0.
.S .................................. $369. 8 $286.8 $265. $ $249.4 $2$8.4 sm).$8
reign .............................. (37.1) (26.3) (21.0) (12.2) 2.8 3.3

Total ............................ 332. 7 260.5 244.5 237.2 291.2 312.1

$274.1
10.7

$251.5 226. 7 $188.1
3.7 7.3 10.1

284.8 255.2 234.0 198.2

Sales:
US......................... $4.932.2 $4,108.3 $3,924.9 $3,620.8

Rate of profitability.............. 7.5 7.0 6.8 6.9Foreign.................................................................. $0.1!
Rate of profitability... ...... .................................... ...................

Total $4,932.2 $4,108.3 $,,924.9 $3,32---. 9
Rate of profitabi•ity ...... 6.7 6.3 6.2 6.6

$3,556.7
8.1

$26.8
10.4

$3,325.9
9.3

$26.6
12.3

$3,059. 0
9.0$29.2

36.7

$3,583.5 $,352.5 $3.088.2
8.1 9.3 9.2

$2,801.3 $2,536.9 $2,303.5
9.0 8.9 8.2

$29.7 $36.2 $W. 3
12.3 2C.1 27.9

$2,831.0 $2,513.1 $2,339.8
9.0 9.1 8.5

(ekxes (other than excise):U.S.' ..........................
Rate of profitability ................

Forign ....... ................
Rate of profitabiity. .......

Total-- -. . .. . . . .. . . .Rate of profitability ..........

Employed capital:
U.Sý Ra
Forei,

Ra

6M&

$290.9 $241.7 $09. 0 $213.4 $179.3 $175.5 ; 152.8 $147.1 $130.2 $99.1
56.0 54.3 '56.0 53.9 61.7 63.8 64.2 63.1 63.5 6b. 5

($33.7) ($22.9) (319.3) ($11.6b) $7.5 $6.4 $8.1 $9.0 $13.0 $10.8
52. 53.5 52.1 51.5 27.2 34.0 . 56.9 29.1 366.0 48.3

$257.2 $218.8 $189.7 $201.9 $186.8 $181.9 $160.9 $156.1 $143.2 $109.9
56.4 54.4 56.3 54.0 60.9 63.2 63.9 62.0 62.o 64.3

.e . otbi. ............... $3,946.4 $3.562.2 $3W580.2 $3,378.1 $3,2%0.9 $2,785.8 $2,450.0 $2,168.4 $1,880.8 $1,777.4
at of proitablity to.2 8.8 8.2 8.0 9.4 11.8 t11.8 2.2 17.6 10.9
n-.. . ......... $4.4 $1.0 ($1.4) $1.0 $0.3 Wt3 $1.0 ($2.1) ($07) ($1.0)
ate of profitability........... (100+) (100+) (100+) (100) 100+ 100+ 100+. 100+ 100+ 100+

Total $3,950.5 $3,662.8 $3,678.8 $3,379.1 $3.251.2 $2,786.1 $2,451.'. $2,166.3 $1.880.1 $1,776.4
Rate of profitability ......... 9.2 8.0 7.6 7.7 9.6 t1.8 12.2 12.3 12.9 11.5

I U.S. taxes exclude that portion of U.S. taxes incurred In foreign operations or the years
1970-73. These amounts are shown as foreign taxes.

Note: Employed capital shown i' betinaing of the year balance of shatelioldews' investment and
long-term debt. Net income has been adjusted for the alter-tax effect of interest on indebtedwess
in calculating rate of protabiuty, for employed capital.

U.
Fo



,QUESTION NO. 3

SHELL OIL CO.

Polar amounts in migioos
sb.

Exploration
Net income expense

CoL 2 COL 3

Adjusted
earnings

(2+3)

CoL 4

Adjusted
*armns MIus

Capital camtal recovery
recovery (41-5)

Col. S

Ratios: Capitai expen•htures and exploration
esoon*%ns , i percentage of -

Adiusted
Adjusted earninIs plus

Net Income ear,el.'R capital recovery(1 --2) (1 -i 4) (1 46)

CoL8 COL7 Col.8 Col.9

Domestic:
1964 ............................. $507.7
1965 .. ..................... 605.0
1966 ............................. 641.0
1967 ............................. 703.6
19 6 ................ .......... 642.4
1969 ............................. 719.6
1970 ............................. 693. 5
1971 ............................. 504.9
1972 ............................. 641.7
1973 ............................. 622.1

10 yr .......................... 6281.5

$188.1
226.7
251.6
274. 1
308.8
288.4
249.4
265.5
286.8
369.8

2.709.1

$75.8
74.3
77.0
84. 7
88.3
90.9
73.1
71.3
75.8
M.5

793.7

$263.9
301 0
328 5
358.8
397.1
379.3
322.5
336.8
36?..6
452.3

$219.0
229.2
251.0
277.3
317.9
351.8
355.3
393.7
373.0
408.5

$482. 9
530. 2
579 5
636.1
715.0
731.1
677.8
730.5
735.6
8613.8

3,502.8 3.176.7 6,679.5
Foreign:

1964 ................ ..........................
1965 .............................................
1966 ............................................
1967 .....................................
1968 .............................................
1969 .............................
1970 ............................. 23.9
1971 ............................. 38.3
1972 ............................. 47.9
1973 ............................. 69.2

10 yr ........................... 179.*3

10.1 ................
7.3 .............
3.7.............
10.7.............
3.3 ................
2.8 ...............

(12.2 9.6
(21.0) 21.3
(26.3) 22.8
(37.1) 28.2

(58.7) 81.9

10.I ...........1...
7.3 ................
3.7 ................

10.7 ................
3.3 ................
2.8 .............(2.6) 14.1

.3 16.8
(3.5) 23.8
(8.9) 33.2
23.2 87.9

10.1 .. *•.o°•...°.~............ ,.......-

37. ..• ...... ,....... ..... --.........................

C7. .......... ........IC. 7...........................................
3.3 ... ....... .............2.811.s .............................................. t' i

11 .............................
17.1 1.004...............- 224
21.31................................ 236
24.3 ........................ 285

111.................. 700+ 161

Note: Cash rio* has to cover not only capital expenditures but changes in working capital requirement and dividends to sharehdders. Over the 10-yr poriod 1964-73 Shell increased long-term borrowinp
about $748,000,000 and equity hnanced an additional $M3000.000.

Year

ZCepital
expenditures

and exploration
expenses

Col. 1

270
267
255
257
208
250
278
190
224
168

232

192
2Pl
195
196
16i
190
215
151)
177
138

I105
114
Ill

aIll90
98

102
69
87
72

179 94

!



QUESTION NO. 6

SHELL OIL COMPANY-U.S. OPERATIONS CAPITAL REQUIRE:AENTS WITH RETURN ON INVESTMENT AT 1964-73 AVERAGE

11: million ol dollars

Total 1974 1975 1976 1977 1978 1979 196 1961 1•162 1983 1964 1965

Investment-Jan. I........................... 51,419 3,095 3.273 3.461 3.669 3.869 4.,091 4.326 4.74 436 5.113
Rate of return (percent) ................... .... 12.2 12.2 12.2 12.2 12.2 I;. 2 12.2 12.2 12.2 1.2 12.2
Net income .. e.c .. ,*..................e273 378 399 422 446 472 499 529 558 :590 624
Plant exhaustion 11 Dercent not investment ............ - .516 g8G 526 5S8 609 641 679 719 762 .837 865
Less 53 percent in dividends ....................... 3.324 200 211 224 236 25) 264 .280 296 313 331
Funds generated ........ . .............. 11,465 664 714 766 819 863 914 96? 1.024 1,084 1,148
Capital requirements ........ _.................... 12.971 828 899 857 908 9SKI 1,017 1,074 1,141 210 1,280
Borrowings ................................. 2,09Z 203 222 113 12.3 144 150 167 171 184 192
Repayment 1-4 percent year on new borrowing.

T974 ........................................... ................ ............... 8 ........................ 8
1975 ............................................................................ ................................... 9 9 9 9
1976 .................................................................................................... 5 4 5
1977 ............................................................................................................ 5 5
1978 ............................................................... . ._...................................................... 6
1979 ......................... ................. ............................... ....... .........
198#..................................................................................

Total repavrnent ........................... 682 37 2. 1 33 31 55 36 87 67 72 74
Total debt Dec. 31, 21,647 1,187 1,381 1.461 1.545 1,634 1,748 1.829 1.933 2,045 2.163
Debt,investment ratio Deo. 31 (percent) .. ...... 40 36 40 40 40 40 40 40 40 440 40

5,.406
12.2
660
905
350

1.215
1,355

204

5,716
12.2
697
959
369

1.281
1.440

218

8 8
9 9
4 5
5 5
6 6
6 6

76 78
2.291 2,431

40 40

I Beginning in 5th year from date of borrowing.

0>

J



QUESTION NO. 6--Continued
SHELL OIL CO.

|DoaW amounts in millsonsJ

Total 1974 1975 1976 1977 1978 1979 IM0 1M81 1982 M83 19M4

I investment Jan I..1 --- -------- $60. 765 53.095 $3,361 $3.650 $3X964 $4, 295 $4.664 $506 I50l $5.974 $6 4W $7 046 $7 652
Rate of return (percent) ........................... 18.3 18.3 18.3 18.3 18.3 18.3 18.3 18.3 18.3 18. 3 18.3 18.3 18.3
Net income ...................................... $11.118 $666 $615 $668 $725 $786 $853 $927 $1.007 $1.093 $1.187 $1289 1,400
Plant exhaustion I1I percent net ...... ............... 9.970 486 534 593 652 708 770 835 908 9166 1.071 1,163 1,263
53 percent dividends ................................. 5.892 300 326 354 384 417 462 491 534 579 629 M 742
Funds generated ................................ 15 196 752 823 907 993 1.077 1.171 1.272 1.381 1.900 1.6 1.769 1,921
Capital expenditure.......... .................. 17.270 888 1,029 1064 1.116 1.212 1.316 1.430 1,553 1.687 1.832 1,M 2,155
Borrowing" ............ 3.045 185 265 2 175 203 217 243 26 308 333
Repaymnnt--4 percent per year beginning in Sth yea 3

from date of borrowing:
1974b•orrowing .............................................................................................. 7 7 7 7 7 7 7
1975 borrowing ......................... ........................................................... 11 11 I1 11 11 11
1976 borrowing ........................................ ..................................................... 8 8 8 8 8
1977 borrowinR............................................................................................................................ 7 7 7 7
1978 borrowing--................................................................................................................................... 8 8 8
1979 borrowing........................................................................................................................-............ 9
1980 borrowing ....... ......................... . ............. 9
Tota repayments ................................ 779 36. 28 34 28 65 56 68 72 7i9 83 . 92

Total debt .............. .................... 26.208 1.170 1,407 1.582 1,729 1.867 2.028 2,203 2.393 2.509 2.824 3,069 3.337
Debt'investment ratio Dec. 31 (percent) .............. 40 35 39 40 40 40 40 40 40 40 40 40 40

Note: Shell Co.-U.S. operations capital requirements with return on investment at 134 times 1964-73 oveals.
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PIIII.1.II-i PI.TIROI.IA'M CO0..
April 10, 1s•4.

Tfax (Cou,,'.+,I, ('C,,,l till,+ r o,+ Fi,, €,,St~alctlif--,' (IieBlibling,.
ll'4,..hi,,glo,,, DJ.C.

I)i. \it .*Sz: Iti re-pn-m to, ', ir ta4'jlhio,:e, c:dl ,,f March 29, etc6,sefd tre tfhe
(',uuaitl i-V rtoi ' tieiq lt i.4 1 '2, 1 3 and !, inl t lie forl:it t raielndi ied hy sv ur
leItter 4,f March 19¶ to Mr. ( ;i Ct , \it.e IPreidet . This iiuform:,tim i., bIkilig
furruh,,d withl t li utlei,, :uipdiii• th1:1t it i, C4iilildtltitl :lid I h:, it will (.1hy lutt
u-,,d iii the :oggr.:ilet with .i milar iii,'rmation furnished by ,other em :uiu.

We r'sim-ei(till requi-Ut th:it, thi' reslw,,v; too 1 lcse seille (Itie'tii+ias tirouimnit td
11 myv Vliter ,of March 2' Im. dth'.-trycd lh,.:Ipii. a tew linltr crru ctionli were iluade
in the dt:a wwhiti h-itnt ciitorztied t'i the etw format.Very triuly y(ihrs, II. B. ST:•AD, Coi+npirollir.

(0 1,)



QUESTION hO. 1

PHILLIPS PEIROLEIM CO.

IIollars in thousand-i

1971 1970 1969 196M 1961 1966 1965 1964

Total corporate (petroleum operations):
Not income ...........................
Net assets (stockholder's equity) .......
Rate of return net 3sst1s (pem•int) ......

U.S. (petroleum operations):
Net income ..........................
Net assets (stockholder's equity) ........
Rate of return net assets (percent) ......

Foreign (petroleum operations):
Net income....................
Net assets stockholder'ss equity)....
Rate of return net assets (percent) ......

$152.014 $125,331 $122.37?
$1.308,866 $1.295,409 $1.258.895

11.6 9.7 9.7

$123.686 $131,419 $138,236 SISS.128 $133.646 $106.761
$1,24%.286 $1.250.063 W 1,Z21.696 $1,134,125 $1,053865 $1,014,255

9.9 10.$ 11.3 13.1 12.7 10.6

$101.436
$9.9477

10.2

$95,528 $107.699 $37,968 $109 999 $118. 899 $127,908 $140. 899 $128. 319 $104..887 $2.063$910.614 $95. 231 $962, 539 $981.6532 $1. (M8. 807 $1,012.180 $964, 081 $S~6. 473 5861.720 $863.89"
10.5 11.3 10.2 11.2 11.8 12.6 14.8 14.5 12.Z 10.7

$56, 48 $17.632 $24.409 $13.687 $12.520 $10.328 $14,229 $5,327 $1.874 $9,373
$398. 192 $34). 178 $296. 356 $263. 754 $241, W%0 $2U9, 416 $180,044 $168, 392 $152. 53) $134,579

14.2 5.2 8.2 6.2 5.2 4.9 7.9 3.2 1.2 7.#

Note: The net assets (stockholder's equity) useJ in computing the rates of return were obtained
by allocating (as requested) the company's total stockholder's equity among it- operating s"e•.ents
on the basis of capital e nployed. This is a very arbitrary method which, in Phillips' case. tend% to
produce an unreasonably low investment for domestic petroleu'n operations and, consequently, a
mistealingR rate of return. This is because such method, in effect, allcite Iong-term debt and other
liabilities to the operating segments even though a particular segm'-ent may not have beneelit 1 1n
any such liabilities. For instaitce, the do-nestic petroleum operations were mature and contributed
substantially to total stockholder's invest.nent many years prior to the company's expansion into
petrochemicals and foreign operations. These I tter activities caused a substantial it rise in the comn-
pany's long-term debt, a major portion of which under the allocation method described above, was

attributed to petrolejn operations. There is no meaningful or correct method for allocation of stock.
holder'r equity a nor2 se nelnts. It is our opinion that rates of return for egmests ot a business can
be properly co nput•et only b-, u'e of caritlit e nptoye. f inancitul statement poerented in reports to
stockholder, include *he arounts of Phillip, Petroleum CO. and its consolidated subsidiaries, with
no %oe ;regaton beitn nzie between do nestic petroleu n operations. other domsbtc operations and
foreIRn operations. The hfg.re. used herein were derived fro.n the same accounts. Information
lurnirhet the FTC prior to 1973 year end was on the same bIsis as the annual report to stockholders.
At 1913 yew eni. the FrC report was prepared on the same basis of domestic operations as defined
by FfC form MU;.

1973 1972



QUESTION NO. 2

PHILLIPS PETROLEUM CO.

jDollars in thousands; probability rate in percent|

1973 1972 1971 1970 1969 1968 1967 1966 1965 1964

U4et income:
U.S. petroleum operations-............ $95. 528 $107.699
Foreign petroleum operations_.. 56. 486 17. b32

Total .................... .... 1.014 1ZS.331

$97.968 $t0q9".9 Is1.899
24,409 13.687 12.620

122.377 123. U16 131. 419
• • • . • al,•o - .

$127.908 $104. 89
10.328 14.229

138.236 155.128

$128. 319 $104.887
L,327 1.874

133.646 106.761

Sales:
U.S. petroleum operations.............51,860.70 $1.727.834 $1.641,477 $1.618.169 $1.587.891 $1. 58.%3 $1.34,362 $1,322.816 $1.144.075

Rate of proit~bilityi 1........ 5.1 6.1 5.9 6.6 7.3 8.0 89 9. 5 9.0
Foreign petroleum o'perations.......... $409.124 $230.130 $238,441 $154,240 $1,48.242 $134./59 111.% 5.86,826 568,660

Rate of profitablity I_..... 9.0 1.5 4.3 3.1 2.2 2.6 9.1 4.7 (1.4)

Total $2o t269.994 $1..7.964 $1.879.91. $1.772.409 $1.736.133 $1,693.722 $1.646.330 $1.409.622 $1.212.735
Rate of pi0ati1bility' 5, 8 5.6 b.7 6. 3 6.9 7.6 8.9 9.2 8. 4

Taxes (other than exrise): '.
U.S. petroleuim ooj1ratrons .............. $37, 489 $113. 766

_ ato of phrnat't Asity ...... ... 49.0 43.3
Foreign petroleu-n operations. 524. 152 $2.359

Rate of profitability .......... 65.0 119. 5

Total $........ 121.641 $116. 116
Rate of profitability. 52.8 49. 2

$107. 552
47.2

$3. 040
91.3

$110.S592
49.5

$112. 06149. Q
($2. 794)

$109.267
51.2

598. 774
54.2(51. 772)

$91. 002
55.8

$108. 238
53.6

($7, 480)

$100. 758
56.5

Employed capital: 3
U.S. p!troloum operations............ 29, 740 $1. 381. 538 $1.378.078 $1.411.693 $1.446.972 $1. 444. 29- $1. 403,630

Rate of potitabiy .. ... 7.4 7.8 7.1 7.8 8.2 8.9 10.0
ForeiRn petroleum operations. $555.292 $491.790 $425.001 $379. 025 $346. 705 $29, 445 $264,801

Rate of profitability ............... 10.0 3.6 5.7 3.6 3.6 3.5 5.4

Tota, ............... $18 032 $1,873, 328 $1.803.0-5 $1. 790."718 $1. 793.677 $1.742.737 51.668.431
Rate of prohtability ...... . 8.2 6.7 6.8 6.9 7.3 7.9 9.3

$115.641 $,97.074 $66.146
54.3 56.4 60.8($3. 14) $1.031 ($4.246)

179.1 97.3........3
$112.45? $98.105 $61,900

57.0 67.1 62.5

$1,219.135 $1.063.149
10.5 9.9

$231.192 $188,596
2.3 1.0

$1,-45,327 $1.251.745
S.2 8.5

$92.063
9.373

101.436

$1.075. 448
8..?

$47.031
13.9

$1.122.481
8.6

$61,453
59.4

(58.879)

$52. 574
65.1

$1,024.725
9.0

$159,664
5.9

$1,184,389
8.6

I The n"t income used for this calculation excludes the compan'ys portion of the emrnings 41 • Comprises ,tockhofdwe's equity plus tonR-term debt. Alloctioan wan made to operations on the
companies accounted for by the equity method since the -. les and taxes of such compitie% we basis of carptal invest nent in the same manner as desciihed in the response to queltO"o 1. The
not included in the company's financial statements. nomments. tegadmjg the cortectne.s of such an allocation method ae atso relevant bore.

'We a.%ume excise taxes refer to those taxes collected on the sale of petroleum products and
paid to taxinag agenim;es.

Cd'



QUESTIONS O40. 3 ANDO ,4O. 9

PHILLIPS PETROLEUM CO.

jDollars in thou',a-i.i!|

Capital
Ilper' , •i•Ires.

and exploration
eC.%e1

C-it. 1

1973 . . . . iGG. 2
1972 .. .. . 1. 1
1 3r t I ! ', 3 3 9
I% •.191! sV

174. 811
19V 16,•,371

1965 .. . . 15. 111
1960 1 1.8 £68

10 yr. .. 1. 831.616

Fot..i, petioleorn opetat-on.:
1971... .... ....... .
147?
1971.

1963 . . ... . .1969

196y ......1%1)

190 y......... .....

176,2S9

111.916
31 bql

.011. 812

781,721
34. 193

9,17,239

E ptIntait.n
exper,%"e-

(net Ut
NOet mntLne tac benri'ht)

C,. 2

$1),S7 $Q

I I.4.893
I # 7,649"
117. W,98

128 319
1!1-.. 881
92, 063

1.124. 169

56. 4%,
17.6".
24 V13
13 "1/
12. 571
I1it. 1"!R
14 ??9
5, 3?7
1 8749, 173

159. M5

Cot. 3

11.299
7, 8 h .
7 73;8. ¶i37

8. 16?8 61r)
7, 7.'t
7. ?%
7 6/9

83 664

6. 784
6 .93
4.813
3 271
3.914
4 (33
6.477
5 216
5.584
3.098

49, 678

Aditood~s
(2 i 3)

C-il. 1

$1'36, 877115.511
10:, ;.1118 9641

Ih. .115

135. 59,4
It! 416
IJ)-. 6/2

1. 207. 833

•3, 270
2 1. 925
2q. 2S2
16. 9)q
16.431
14. 36G
2Q. 7(6

7. 458
12,471

236. 443

Capital
tecuir.ety I

CA. to

$1 ii. 0 11
13'). 1314
Ill. 371
I lo. 691
139. 7z]

116. 0,11
1914, 343
Ilt . 491
91.64b

1.177.961

5". 352

4S, 0134
49 7=4
'¶5 761

41 7•6
34.935
19 2%
19 4V9

357. 294

A-4u'.loe
earring; p!u*.

(aptial
fet~nvt,iy

(4 . 6)

Col. 6

$217. 867
245.642
2 '1. 139
239,,5,'7
219617.v;6. ;764

26). 9.04
279. 978
21', 9'17
192.317

Cahlal ezpei~turi~, m~atmenti and exp9oralho
*ipenw$s 8 percent of -

Akliu.ted ca"n.
Adjuted inp plus camtal

Ne-t income eafnzni :-4covoiy

Col. 7

174.n
116.810.'. 4
13'. 4
164. 7
135.9
119.5
332.8
158.4
IM. 3

Cot. 8

1%5.6

9t. 991,9
126.2
1,)3.6
127.4
113.3
31S.0
147.8
151.65

Col.9

68 6
51.2
40 0
62.2
73. 4
67.9
63.6

178.0
77.0
82.5

2. 3!' . 794 167-8 161.6 76.7

114. 172
b9 9S9
73.996
67. 715
53. 483
55, 623
55. 641
29.839
2h. 88•,
25 464

312.0
731.1
4591. 2
39Z. 3
837.4
662.2
371.2

1.821. 0
4. 2)0. 7

364.8

278.653R. 8
382.3
316.6
639 6
476.1
V65 1
925.6

1.055. 5
274.2

572,727 547.0 421.1

154.4
184.3
141.6
85 6

196.0
123.0
94.9

377.0
292.8
134.3

158.4

1 r.Chares for depreciation, depoteton, amortization. and rotfrements.
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QUESTION NO. 4
PHILLIPS P[TROL(UM CO.

Dividends paid out of
domwstic p0toleum eaniftp

Year Amount Percent

1973 ............. .. ....... :............................ ........................711. wt,0, 0
199I ......................................................................... 7, 664.000 75.
197 ................................................................... 71. 549, 000 1

1997 ....... 0..... .-1.73, 4. 000 82.1
1969 .......... . 8349.000 71.6
1966. $4.642.000 67.7

1 9 6 7. . . 67.710.000 49.4
1966 . . 60.242.000 48L .

1965 .55.033000 5311
1964 .............................. .......... . ....... 2 33.000 N.9

Note: Dtkidends$ wuete assumed to be paid out ol domestic petroleum earnings in the same atio a such eatnins atie
t tot cosO•sidated eamngs.

Q VtLST O.X No. 5
The 'olnt:livy's earnings for the fourth il:irter of 1973 utoinited to 1Sk80,700,000,

ani inicrrause of $.l4,th),100k s ovetr ithe comliuarable 11.72 cluarter. or this increue
foreign eairningh nccont•ed for NI l'; its the rve.-ult of higher Iricey ani(d iet'lr•'la d
)rotlctiotl of firmigii crulde, toil (iparicitifrly' iln Nigeria), and imJlrovementli. iln

foreign tlnttilifuettiring :lld s.Nile wiid ta:iketr * ~.rtt it i ii w.
'1'll(- 19' ;. pitwrt io to( the etiriting,& inere:1t' cont ributted byv (oint-stic oi'ji(r:tii't.;

is refileltd in nct ivi r s otli(er •l:.-t1t thile t rule st•i egnlliikt. 111( can be uttrilntei

Y wininrirly to iiitlori-vvi pjrictes and highe-r ~Avs v'.'lunia'z of Arltettijals and fdibers
lit- donit-ie t i pet r, hletit ,rat jotlolitins earnung- declined 6.7 ;. This was cau.'i,€d by

iicr'a'e~d cto,,t, I)articularly ('rude oil, and ltt%%vr vi•litne, of pet roltittlk IrohItIS
.-told. 1'nhler It-deral price ctmnitriok, -Irolhct prices. could hie iticro.sed to recover
otly thIe( higher erudi, ,ill c,,oeit whilt, inerva-w.. in other cts t lalior, tianspoirttionll,
tnltrket ing, o~trhltead) had ti Ile iii iu i ,0i.d. In addition, ibea.m. the ci ,ti of crude
oil •-'lel:nttd .-o ralpidly d(urini.g the ftotlrii qlarti'r it was,; itiipi.i.le to r,'Ci\o'r
currently thrliugh iordiutwt pliev,, lihl. higher crude- e.sto as tlihy ,icettrrvir. Th.ta, n

b.t:.tt-th.itil Ing (Idt.\.lihi'd Io'(1 t- i tliheir ,''oettret.ce .ttd re-ove'ry which lhn•
cairri,.d tovcr Jinto 11417.1.

QUIr,'rT1I NO. 6
The nlttttit.(l titiIat,•, t, (If no,'t lict capital rtquirn c.nIt f ir il't pt-riod( 117.I

to 1S-5 wefre prepliare-d in actt'irdative wit It t he Sci.ate Fl:n f.'te ( .nllil tie :ts-llllll-
IioII.4 that ilt-hCI 'liltIll|yll woliht v-,ditilliltli't, :14'hi,.ve lith, 10:1.1 t,,nt vear hki..trienl

retirl 4t 11.7 pirevtt awll 17... pt.re.eilit {t, Ikiltl itw-hi:lnf tilltivli"e likltorival
retlrli tto .taekhl,,ila.r' i,-itilt. 1'1. ,htidi-liut',- ut itizl al.', a-ti.iad that 2-5
p)t'l't','iit 'to i'eitil| r,4i(Iirt,.iits v',-uld ie IIlirroiwed directly whtrt.:a- 13 perenl,
wivilhl lit" itt-bala.ell. -Ih4it l tl.ilvitt.

T'rh. :llillll eallital t'\ illjue Iir,,l•ratn derivi.d hl 1 ii-7tllikig contlititil|; e tof
the likltri'al rvttirti ,uti , okh,.|'ldr..' ,,uititv i- .tll..%talt i:dily 1 vIt.. " hilt- ( Cimtip)3IIy$s
-ilt i('iialt'd 1971 Iilt'tguh}i 107, Isr,,i:j.. T'lt- prioe.'l tiir Iri d,.riv\'Fid lIo
ilttilt,,.itt tnt ,tul otlli''lu-hulf t jute- thi hl.il,,r 'rar| r•.lt ir. aiit ii.iq .-l,,,| :.pj'r,,xhinaati'.

the (',,it1pl:itiy :itit i'if l 'at l -197-1 ,hr,.-i . 197*• ei•w.whlmtir-. Alteit;wiih "1-41tt--It'd I
till" ( .'tn, '-:iIt 114... Iht I,.'I',iV' Ihi:it it •o. hill I 1v itt. li l- t i t'-rvt 4f its stock-
hIld,-r; 1, tiltAttee I:; 13 'ri' 'l lt" of vapjit:il rA'mttirtilii' il mt ,itI-h.:iittct. ..h1tet

0lt.i-,t h11"iallict.' -1.h,4.t 11liv;If'llu, i- :III v~wI~tlt•~\iv4 fill~oilHigt %,hitelv.

sllcd lil14-blf. r•iitýhl4rt ,naimc to-iiedreur

lIfA p'tcentl

Av'tige Rarige of Aker34.e deht Range of 114Mt
ditt -, debt to totta to lotal l
C411:11 equity captalhza- capHahla-

lafl,3 itv)t ron tivin fallas
197- as 1914 85 1374 is 1974-8i

HtstOzacti tetut n f ! | 7 p'a.rt : or' 'to: •h¢ ,' equ~tt. . 58. 3 44.5 -GA. 6 36. 7 30. 8 39 3
1'•etmesatt,' oU17 ¶55 p~a,.-•, N,'J. erl~tV. •. 3 4. 4 61. 1 3i.9 30.7 37.9

Tht.e I ,:L:t'."' -,het ,tie1 ! r. - ,~,vii . ll I,:, lIv O.w•',,'l 1 hei1 ,ri.-l tio'm .-f lhie
petoh*1 tnitd. -o *f Ai-lit t., vijijiiiii' Air'~ tun o.Ii 'j4,1AtitI :,i~s The

('.it1~:I~v ~i- nt ~i levethIt -.10)~ 4lu-0 rit :o etiulin tiii:1 over :i
pIrohil -'. 1 I.triol ,of t eli . viIht"a, It lItI?. ri:,l% r.- ari.1in i, ' (I'liw u. t'.i ti ye• i • ' :•t: I
to in'wr iltlifl ji,w:il tit *ti 1 td m11tlikwdt':ilpitA: r.(Iijirieltactt. uwru':.-e oveFr the
c:.pijitol pr-'&r,,.r e.uapiztlli' tnll m .r the. siilvlhiui...



QUESTION NO.

PHILLIPS PE TROLEIIM CO. EST IMATE OF U.S. OPERA) IONS CAPITAL REQUIREMENTS ASSUMING CONTINUANCE OF THE 1964 7- AVERAGE RETURN ON STOCKHOLDERS' LqUITY (CAPITAL ESTIMATES
BASEO ON SENATE FINANCE COMMIl TEE GUIDEUNES)

[Dollars in millionsl

Total 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 M94 196s

Stck'turrptcs equity &-. ul Jan 1 .I .
Rate ut return (pcent)...
Net inco ..... ... . .
Pla.t exh.iu'rtion 10 percent net
50 percent dvidenli .
Funi, genteratel ....
Capital expenfilureBor ro.':n~s ... . .. ... . . .
Oft balance sn$ t tnamng ..................

Reptvment- 10 percent per year beginmog in 5th year
Ifoon d3te of borrowing:

1974 borrowinq ..
1975 borrowimn ....
1976 borroNint........ .
1917 borrowinR .... .
1978 borrowinr .. . .. ..
1979 borrowaifi .... .....
1980 borrowing.....................

.7 5866 917 971 1.028 1.068 1.152 1.220 1.292 1,368 1.448 1.533 1.623
(1.7) (11.7) (11*7) (11.7) (11.7) (11.7) (11 (11 7) (11.7) (11.7) (11.7) (11.7)

$1 6% 101 101 114 120 527 135 143 1.1 160 169 179 190
1.451 81 92 97 103 109 115 122 129 137 145 153 162

844 wO b3 57 60 63 67 71 75 V 84 89 95
2.303 138 146 1b4 163 173 183 194 205 210 230 243 257
3, 715 223 235 248 253 279 29b 313 331 350 371 392 415

931 56 59 62 66 70 74 78 83 88 93 98 104
481 29 30 32 34 36 38 41 43 45 48 51 54

5.. .. .....-........ 6 5.6 5.6 5.6 5.6 5.6 5.6
..................................... 5.9 5.9 5.9 5.9 5.9 5.9

.. ....... . ........ .. 6.............. .................... .2 6.2 6.2 6.2 6.2

... ...... 7 7..................................0. .0 . .0
...... ...................................... 7.4 7.4. .. . ......... ...... . .. ......... ... .......................................................... 7 .4 7.4

Total repayments . .... ....

Totil debt t
Debt'stockhoirl.o % eq.tv a% ot Dec, 3 1 .
Debt, total capita!izatorn asi of Dec 31...........

..... .... .... 5.6

408 467 529 595 665 733
44,5 48.1 51.5 54.7 57.7 60.1
30.8 32.5 34.0 35.4 36.6 37.5

11.5 17.7 24.3 31.3 36.7 46.5
799 92 990

m 04 28 90 L 049 1,106
61.8 63.2 64.1 64.6 64.6 64.4
38.2 38.7 39.1 39.2 39.3 39.2

o



ASSUMING 1,; TIMES UHE 1964 73 AVERAGE RETURN ON STOCKHOLDE•S' LQUIIY

SItoCl%!,d:*,. faulty a. ut Jan. I

Plailt •?a; Son 10 puh~ert tier

Fun-1 , + ", htle•-J

cn-0l t,1;,I1 o". il

Oitl b.11311c~e Sheat itit ln¢c•rt..

(17. 55)

1. .74
1.s10
3.737
b . ",?
1. P7.. 6743

$866 $942
(17.,-5) (17..%

15? 16%
P7 94
76 8

1•63 177

66 71
34 37

$1.025 S1.11% $1.213 $1.320 $1.436 $1. 562 $1.599 G 1.848 $2.010 $2,
(17.55) (17.55) (17.55) (11.5%) (17 55) (17.65) (17.5s) (17.55) (17.56) (17

180 1% 213 23Z 252 274 2S8 324 353
103 112 1P1 132 144 156 170 185 201
90 98 105 11b 12# 131 149 1f? 176
1t3 210 2/8 248 270 293 312 347 378
311 339 368 400 43# 473 516 560 610

78 85 92 100 103 118 179 140 153
40 44 48 62 5u 62 67 73 79

Repavrnent 10 percent rer year bejmning ian ui ,h ycar
trocl (late at btro*ivK:

19 *-) buf wowiny ... ... . .. .. .
1975 hortnowi .

1977 bct-v.wg
1978 tcinowin
19t9 borrowtifI
196 orr*1 . .

Total rcp:ymner,ti .s .

Tr'ta debt t
DMAbt ',twc,¢houl-'l. iv .7 ol Vf• .it P- . "
Debt tot,,tl cpijnltnZjn •.a t LofU,. iti.. .....

4

.. 6.6 66 6.6 6.6 6.6 6.6 6.6
7.1 7.1 7.1 7.1 7.1 7.1

. . ............. 7.8 7.8 78 7.8 7.8
..... . ).6 8.5 8.5 8.6

.. .. .. .. .... .... . ... 9.2 9.2 9.2
.......... 10.0 10.0

-6.6 13.7 21.5 30.0 39.2 49.2 60.1

418 48 r l5,s7 6,2 714 847 932 1.028 1.121 1.228 1...Uz 1.438
4.4 47 7 .54.9 63 8 E.G 4 W83 53.7 60.5 IL..0 61.1 (0.9 60.4
13 7 32.3 33.7 36.0 3u.0 36.8 31.4 37.7 3/.9 37.9 31.9 37.1

'Year-end debt t-tat include U34.,000.f00 exi ting debt as of Jan. 1. 1974.

187
b56)

384
219
192
411
663
166
86
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QUiSTtOI No. ?

Percent o0
domestic pg.

Peltent of total Ioleum piodUCt
letinery law saill leipe-ir•ateual funs seated by

rep esented by cuirent rlemy
VIileipn uude oil Iducion i

1993 ...................................................................... IS&.9.4
19Z .................................................................... 3 71.9
1991 .. .... ............................................. .......... . 4. 79.2
190 ................................................ 2.8 75.6
196 9 . ........ ........................................... . 1.9 75.7
1968I ..... . .............. . ....... ........................... .. 1.9 71L2
1 ............................... ........... _.. .... 4.1 75.1
19 6.................6..........................6............ ... 2.7 NA
1969 ........ . .......... 9............... . ...... .. .... ........ .... . ............ t1A
1969 ................ ........................... .................................... NA

I The renai, mon percentage of petroleum pjlu:lt sales was supplied pismaidly liom purchased products.

Qt.'mSTION Not. S

A.' ik Itviv.ol. Phillil% I)oF)lul('itz it.= foi•.in sitlr('' toil b)y mle:l; (if U.,4. Ciu.
pmllie- witlh lormiclih olilv-, in the- hboo-I v4'.mntri(e, therefore, lilt- vomilltett:i
relhtiol-hui IWillti forc.igat -mloi-idi:ariv, ittv,,l'ling :t price' prolmiolt i.; ,litt aplert inent
(IUi'-tionu . iow.v.er I.t he pri,'ivig p)robllenl k ma:,terial where lhe, oil ti.idor ga:,4
proltivei',l i, -i-ed lIv Pthilliji:4 internally mid not stoW Its third Imrvy hblurrA. This;
pri.ie 1ninumgi" liol'n deplih'ion iand foreign lax vredius availahbe'in c'a lilting
I S. laxw" oil foreg•gin t,,u1,.,,'oil mnd gma income. A.\s On r:te. ietl inaitter, ".hlftimig"
U.S. lorolit, to hloi ootltlrio.. or elsewhere, thiIs ituiprovitgllt, tie cull i 'sU.,S.
t:ix l,,,,ililt 11i0-1-,41111 (hd h1otm atud foroiigmm tlAx credits i t uo-t unlikely. Tl',.-e
zt"i ilit i art-r el,•',.ly-t' -,'rlilizId Ih lth(e 0.1.0. Di)ivisiom of the intrrlmal I evemnue
So.rvive' :rid it Ilav':s ea complele -m-4we~r too aniv ttoll :atteinptL l1S :tplilYitn!• I.lI.("
See. 4.2. With thiN I•vr,;\isi,,n, A1ll (odver-e tImlr:alt' t , 1,7.8 ti.I rrVt'IUes C:ai lie
Iliket :4,li i|o further inpqei.ivnlation ill thli. arv~a k- indicated.

QvcI.svcsoo No. 10

T'1 . (Comp•n:y's rates ,if return on s.tokholelr.' itive..-Iltit'llt for d(onmi.tic
lpiot rolouumu operaitioim r ve:t 1972 iund 137 tore! p nji tte'd below, with trid
witliomit the- effect of lite' I-.rcellt:tge depletion :Alow:ance:

Relum--
With Without

percentage percentage
depletion depletion

19`3 ..................................... ..................................... 10.5 7.6
1972 ..................................................................... 11.3 8.7

For ,v:ith of thi' t\% ty vv'ar.•, tOw -it oof the lix Ib.tuoiilit frutnm tht. ierc•Untige do'rl, -
tie n allowaleo'f %%401omtl iivi' 1=: oss oerii Ir los rale tof ret .irni lv b ialsit omt-fomurtlh. Thi.k
-lhoualol I.e toim itik'atit'll, h,,\S% ,, of the mlliiim:itt effect (oil futttre -trinhi.-; :ii(I
I'itv; tof relturi) lIv eijllilm:ttitng thlie Alos'.:it('ie. "Tot) nIal othuber iiittigiljhd f:•etormr

If tile 1,1,t Itelo'lijt v,11mi41 ilot bi. rec, ivo.rt. thromighi hi,.ther probletl prit-4- because
of ta ro.•gui:tld ,e.,:i,,iliIy, ti! ,il indui.try \N,,ilol haive lit- :0!t,.riltivo'. c'lio•',e. of
aithher 1:3 I ,o-tr etlilig -ltch :!it ilv Ito :t le'vil ct'l t it mllr wsitlh reduced .:Ash tflow,,

or i•li p.t-o ikly rc.mrl imag toou,,-it Litm1t iu'hi- four thietn Irtimdowi.s tims tieedo• l ts tlidal d
ilevi. ', -mpoil :otifi gt- rt'.a•,.'\, t, itui•et :ain o.v,.r-iuier,:itsinlg dvintIltitld fr euorgy produtel.
"rhik hitltlr ciuir.o-, is tito ,..-larill -Itjo't't t• iiuiitaitio,' S.,tich v, the .olrtm.er'%,
crerlit ratI ilag ;imdi :trvailalbilit I of f•til,. Il,,wo'ver, :t- all indical iton of t lie roI ir,,vtlie
itdutl-rv-i he.:ave rlittmco, till lrt', iswte. ftmamd., it mzaight bIe i| ated that th( dilut-
ivlltily ratio tGr lho, grrtil) i of (o'mmaijalnic inchuioed itl the (h..e Ma.tnthlt:tan Moii:ak',

11111 :llmzial.i-. omf tihe itidit lh ry incr':o-ed frmma 12.76 t ill 1964 to 22.61 in 11172.
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SUN OIL CO.
Sum 0t. Co.,

Him. I B. La), St. David*, Pa., F&bruo.ry 14, 19;;.

Chairnian, Commillee on F1 inance,
U.S. Senate, Wlashigton, D.C.

thI:ARi SKNAFOI IoxM: ,l r.elwllsne to the p)oiints mintioned lit the Senwate
Filallnce (Collllittee's release of Janiuiary 28, 1974 and to the subhsequent Fitclie
('om ittee l (llliWtit)N ir(C tO all Wit,..•esse, Sim Oil Com('ollpany i. pleased io s.ll'nit
the attached Iuitswers. Aiswers tit point 5 of the January 28 Ielease and to qutestiont
(i of the stllbse.lluet qtuestiionnaire to all witu..es. are iniow Ieing prepared l(nd will

Ibe forwarded shortly.
Sincerely your i, RO BT G. D UL O P.

Que4iin. No. 1. WVh:at Wains thle i-erall rate of rturn which your company
realized on invested and borrowed caljital devote(dl t exploration, Irodtiction,
Immtllufacttring, transportation 3lti( mIarketintg of pet rolelin p)ro(dtults (luring the
pieriMo 19614 to 19703, iiicl.u•iv('?

Auis~wer:
Returno mis orDkhtshirrW" tqo tly piIIIs Le on 7'.rin D. hi I'trcenI, i. ---... . . . . . . . . ... .. .- . I . . . ý . I . .. ... . ....-- - . ,8 .

WM11. - ------- ------- -. 7
w171 -- .......--------------------------------------- 7.2
1972, --- --------- -- - .........------- ... .... IL -
1973- -_. . ..--------- _ - .------- --..--..... -9. 1

llifornititi toil u enliprablulil'Ia-i is if | readily uvailalh. for the yeair. 1964-
19617 bectUase (of the Sutl lunray D)X merger.

Q(esltifif No. 2. What is the ratle of prolitalility in rehliIIhi to sale, d(Wring the
iperiod 19164 to 1973, itlehliv,?

Answer:
IRlaiu ojf nd iitscioae I1f Xsales (pelrideu~nnt (Dull) O'rnly

198--------------------------------------0 719(19------------------------------9. 7

1970--- -. ..--- ------------------------- I-------------- K
1971 . .. ..-------------------------------------------------------- K 7
1972 ------------------------------------------------ K 2
197:1.----------------------- ---------------------------- -- 1 0.2

Infoirnatiu t ion ina colltl:iralle h-:,.i' is wilt readily available fir the years 19(14-
19117 becaise fif tith' St,'ni nray I)X merger.

Que.st ion No. .1. What Was+ the rate of explrtatimn expense and capital expel-e in
the ,U.S. during the s:um, jwril(1, 19614 to 1973?

Answer. Capital explndiliure.: and intangible development co.-ts i. the U.S.
(excluding Stun Ship) were a, f',llhw.- (in thousands of dollars):

Capital
expenditwes IIC Tots

198 ...-.- ....-.- ....... . .... . 219.901 44. 292 264.193
1969-.• _ ... ...---...... .... . ... .. 191.692 38.049 229.741
1970._ _ ..... ........ ....... ....... .. 282.492 30.841 313.333
1971- .....---------------------- -. 204.9a8 35.518 240.5W
1972------------------.. 211.219 33,331 244.550
1973 .......- ..-.......................... ----------- 180.702 33.238 213.940

Q(.'estin No. 6. Whiait i)ercenlt of your total united S.htates sales is bated on
imllorted lwt role, prilruclt during Ihw ier)iti•fl 191164o 1 '173?

AnIswer. The estimai:tte(d iirtiom oif Sun's total Unlith(d S:ttes sales tif refined
Irmiduct., derived frotm illl)6 rted 3itritul tiii (crude pe I r'iii,,tlll, uInfilli.,he( oils, :and
refinted products) :i :k fliw: I I' ; in 196S8. 14' t in 1969, 13"; ill 1970, 14" iu
1971, 24 ",j. in 19.72, and 311'; in 19173.

42-561--74- 9
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Quc-ihion No. 7. 1Provide infcorination zi. to the 1i11ountii of oil in-'etilnents outside
the United State during thie period 1964 to 1973 which utere derived from prefitS
generated in the United Stit,,.

Answi-r. C(:pitol exljuendituresr and intangible devel, iopI1,.t C,,tOs 4,,Ut-ide the
United Statt.. &erived frOni lprotit- gmenerathd ill the unitedd .• t!.,- . . ..•eus follows:

1'.114A ----------------------------------------------------- $59, 04)0 . 0(0 )
1"19 9. 71. I0(s, 00%)
1970- -...-------------------------------------- 47. (RIO. 0HK)
1971 ------------------------------- I.-------------.------- -. 11. 000. (0)
1972 -------------------------------------------------.----- 5. (O{, 0t11
1973 ------------------------------------------------------ (

(Note: Ia.ted on tihe a\.Imliilaltity-f foreign ipene :iimd f,,rign lrr,,iiqgý- t,
iffT-et foreign capital expenditures, mid int:,igibhl thevelopit)1ui.1 eie,-.)

QOetsi oln A`#). (I). Whlat w:wc the overallll rate of return. ,tievr lax,.-, % hieh y,,ur
company realized OIl slockhlusier.' invt'stmceit dvcoted to exlhdr:.t1i,,. d,"+)iejl-
Imnvlt, l)rodtIetionl, truf-toring, trn-prtati•n and miw:irkt.tiig ,4, potrvuv
products in the Ulnited Stntl-.

Answer. Return on -stockholder& equity: l(rca nti

l,. --------------------------------- ------ .I -,. 7
19.9 ------------------------------------------------- 12.4
197')------------------------------------------------------.. !1. •;

1971 --.-----------------.------------------------------.. ... 12.
1972 . . . . . . ..------------------------------------------. 12. 5
1973---------------------------------------------.............. 12. 1

Questionf No. (1a). WVhere oplolic:09lde, lmh.:e-e give th4- 4..,re ,f think iiiforiwifim.
AiIwm(-r, ('-r l CoI )FI* rcrds.
Qusm .Ii -Xi. h1b). Are the-e fipire, for Ua.S. olpratnitioQ difhieint froin tim, figur•.-

it-ed( in prepltring the rejmorls to s.t.lekhlder-, meid intffrmnmti-,,n ort-videe1 the.
Federal Trade Co, Imi-4i,,n ftr l'uriw,.-ý 't pri-re)iniimg it- Iatet ,,f lIttmri in si.-
letetld Manufacturing Industrie-,? If so, plea:se i-xplnii.

Aw-\wer. Th,,-,, retonrirs Are l~retpIre( ll'imiLe th lie' -mitv iilfe'rm'ivol -is \ i:ievl- tml ini
the annual stoekh,,(-ldv re,)irt, :lid FTC reports, h,,wv'-er, thf. rettirm.4 dilfer ini
that Owst-', retunrv itre for , leimnw.tic Iottrth-t Ii eivnrtiuieI, onlll,. Anll lll .t"e ,t kh, ,hh'r
reports mid FT(' rl,(,rrlA are oil it Col.solidahtd l:tsis (dwm,,-ntie, foreign and mn,,n-
|)etrl l emln oleratio i,, ).

Qsth.,Iio No. (I). Hollw uIv, l the rate tit return (n lit .S. jlltroh.luu•i illveslllienlt, :as
diserih,,d, eolilenire with your rate of ret urn on other iive.stlwillst?

An-wer. Overall return oil stoeckhohdhrs' e-qumity for fenrign petrlthuni operations:

P'erri-pitPreturnt

1968 ------------------------------------------------------------. ()
1969 ------------------------------------------------------------ (1')
11970 -------------------------------- --------------------------. . 0
1971 ------------------------------------------------------------- :3.4
1972 "1 ------------------------------------------------------- 3. 2
1973 ------------------------------------------------------------- 12.4

1 Net loss.

Informnition on a cominjirahle ba~is i-4 nut readily i v-d:atbahle for the years 1964-
1967 becutse (of l the $unlunimrav D)X merger.

Question. What. is the rate of I)rtitlaility to s:dles? To taxes, other than excise
taxes? To I abor costs? To total itivestimient, including burrowed caphidl?

lln percent

Net income to sales

Domestic Total

198----------------------------------------------------------------- 13.6 10.9
19_9 .. . . . . . . . . .. . . . . . ..----------------------------------------------------- 1.2 9.7
1970 ------------------------------------------------------------------------ 8.9 8.2
1971......1...............----------------------------------------------------- 8.6 8.7
1972 -------------------------------------------------------------------------- 8.3 8.2
1973 ........................................................................... 7.7 10.2
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PI" percOntl

Nt Income to taies
DnMtIC Total

1968 ................... ...................................................... 165.3 106.6
1999 ............................................. ...................... 8I........ 13 . 4
197V ........................................................................... 107.1 75.5
1911 ................................... .... 1............................ ... 110.5 82.4
1992 ....... .......................... ........................................ 109.6 80. 5
1 ............................... ......................................... 97.9 84.9

tin percenli

Net inccme to labor costs

Domestic Total

l.9 8.............................................. ...................
196 ...............................................
1970 ....................................................................... ..
1971 ............................... . . .............................
197? ................................................... .......................
1973 .......... ............................. .....................

71.6
61.5
47.8
46.1
43.7
41.8

60'.551.9
44.2
46.5
43.8
64.1

tIn percent

Net income to tloa investment

Domestic Total

1961........................................ ...........
1969 .... ............ ...............................
1970 ...............................................
1971................................................
1971 ........................................................................
1973 ...........................................................................

12.39.8
7.8
8.1
7.6
7.,1

8.3
7.2
6.0
6.6.

I Defined as total assets less cul Int liabilities.

Q81sltion. What is the total of exploration exlpensUe and C:apita1 investment in
petroleum :nse ts, in (IIll:t', year by yeor, and aw it percentage(i of the sum of
(11) e:rnlinlg (after taxes and dividends) and (b) exjidsratilon Itenis which were
explens.e? 1 le:me indicate whether this table is based On ineoie for tax J)tlrpotls..
or for linancild book p)urlposes.

(Dollar amounts in thousands

Exploration
expense Pecent of

(intanj'ible earnings and
developwant Capital exploration

cost) investment expense

1968 ......................................................... .54,898 $267,853 198. 0
199 ..................................................... 47,304 252,431 230.7
1970 ............................................................ 39,247 325,342 339.9
1971 ........................................................... 50,564 321.895 278.7
1972 ............................................................ 52,145 2G7, 886 23, 4
1973 ........................................................... 47.157 277,965 161 0

Note: Table is based on income for financial book purposes..

Queti aon. Provide information as to the dollar amount of petroleutn earnings
paid out in dividends during the applicalble period and show dividends paid as
a percent of U.S. petroleum earnings. Assunl e dividends are payIal)le out of
U.S. petroleum yearnings in the same ratio is U.S. i)etroletumn earnings are to
totad earnings.

Answer:
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Oividend as a
Dividends pmcent of U.S.

Pa pelfewum

1)68.. . $5 .4763.
...... .. . ... . . .. .. . .. a. its 4038

1971 .. . . .. . .. . . . .. .. .. .03S 4

113 -......................... ..... . ........................ U4 A0.

Q.uesion No. 5. Fourth Quarter-1973 Earnings and Retail Prices. Please
provide an explihnatioi for ani'y increase in '.S. fisurth quarter 1973 earnings over
earlier fourth quarter emirning4. It this connection, it would Ib' helpful If the
explanation were tot include :tit etimate of the pIroptortion if Inerease attriliutalle
to (it) normal growth it sales, (b) inflation, (c) ahseiee of mift markets due tI
shortages, (d) increu.se in ceilin, price of domestic crude, mnd Ie) any other
factor increasing profit margin. li o what extent are higher gasoline prices at tihte
pUmp) in tile fourth quarter attributable to increasts in cost reflected In the dealer
tankwatitn prices (explain thie source of increase in costs)? Tit increases in profit
reflected in dealer t:tnkw:-gon prices? To Increases in thee detail margin (differ-
elitiate Il(twe(el ctlnl any entrolled retailers and indeiendent retailers)?

Answer. Pre-t1 ax flancial operating income incomee Istefore ninli)erating
IVeaelsue.4 and income taxes) of Stll's U.S. operation (excluding Puerto Hico)
decreased ill the fourth quarter of 111783 versus tile fourth quarterr oif 1972. While
SuIIl realized Aignificantly higher l)rices for crude oil and condensate and natural
gas, Stull's U.S. conis-oliated inetwe decreased as it result of offsetting cost iII-
creasres its tile marketing and refliling operation which were not fully pased on
it refined product. prices.

For vour information, during the fourth quarter of 1973, Sun had not increased
its reined product Ijriees by- the fall naiount of intereased costs oif foreign and
domestic crude oil and lpurlchaised flti.hed products tot its refining operation.
Additionally, Stin did naot ilerease its refined product prices to recover ainy of its
(other refininig tid nIarketing eo.ts (e.g., ilaor, utilities other operating expenses
and fixed costs Including illler•st (.Xplt'ifus, delml-iaztliol, etc.l.

In regard ito the more specific matter fit retail prices, the following points are
relevant. D)ue ti lte presence of soft markets, fourth quarter 1972 gasol ine prices
were al)lproximately 1.27t, gallon Ielow the Atugust 1971 I)ase prices of t lie icoonOlltic
Stabilization Prograni. As a result of itncitreased Costs (if crude oil, the average
tanikwagou price in thlt- fourth quarter tif 1973 was approximately 2.7fgallon
greater than that of the fourth quarter iof 1972. Thus, tile eliminationi of tile 1.27f
smbi iorlialey accoiuln ted for :appro uxilmately one-third of tithe total average price
inereas.e of 3.97gtgalloh. 0l.270 + 2.700) I'hlowever, notwithstanding the absence
of soft markets, since Sun had not recovered tile full amount oft Increased costs
toi its refining operation, it did not experience an increase in profit in its dealer
tankwagon price. Regarding growth of sales, Sun's U7.S. refined product salts
volume decreased slightly in tile fourth quarter of 1973 versus 1972.

Question No. 7. What'l)ereent of Your total United States sules. of ,etroleunu
I)roducts during the applicable period were derived from foreign crude.

Answer. The estimated portion of Stilu's toud United States sales of refined
products derived fru;ni imlp),orted ivtrolhum (crude Ipetroleum, utfinished oils. and
refined i)roducts) was a-w follows: I1•l' in 1968, 14% ini 1969, 13"' in 1970, 140,. in
1971, 24.*, in 1972 and 31 .* in 1973.The estiiated portion of Sun's total United State.ýs sales of refitted plrolucts
derived from impol)orted crude petroleuIm (only) was as follows: 8%[L* in 196i8, 10O*
in 1969, 9"t in 19170, H't( in 1971, W'7V in 1972 and 20%;, in 1973.

Question No. 4.--In the Jua:iry 28, 1974 release asks, "Ilow is the price deter-
mined with reslpel to imports of iptrole-um products into the United Statte"s from a
foreign subsidiary?"

Quest ion 8 of thesubseqlueint ,xeuate Finance (Omiilmitte q-Iestiolll.nire requ.-ts
a description of lhe typical situations il which Sun Oil Company has cIntractutal
relationships u'ith a foreign subsidiary involving a pricing proilemh . It continues
with an inquiry as to the txlint to which it i, believed pos-isible for a Uniited States
coinIpa)y comp.,tilying with the pres-cnt tax regulations governing such relationships
to shift U..S. profits to the foreign subsidiary. Question 8 conieludes with a query
on whether any alternative approa:ch for regulation of such transactions is recom-
wended to prevent the shifting of U.S. profits to foreign subsidiaries.
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Answ-er. Sun Oil Conpany, and its U.S.-In,.d. dolnlestic affiliates import
itroh, lllli products into thle Unlited States fr•on af;iliattes operating ill Puerto

,lco) and Venezuela. The prilIcilncipl pirolicts impI)orted are 02 fueI oil, gas oil,
lubricating oil, naphtha, and kenrsene.

U.S. price conltrls tire not applicable to the produCts sotld by the Veneztuelan
alliliate for import Into the U.,A. These products are priced at. aIrms' length, fair
market prices, ilrstlalt to Section 482 of the Internal !,Reime Code.

In January, 1974 Federal Energ• Office price controls were extended to Purto
Rico. The Interreltition Ix-tween these controls, which are alplied oin it system-wide
basis re-gardleis, of -weprate corlporate (,itities, and which restrict Ijrires Isl,,w
niarket levels, and S44.etions 482, which recognizes the existence of selamirte corpo-
rate entities and which is premised on it free, market, is tnot entirely clear. Still Oil
currently is studying the problem. Inmports from Sun's Puerto Rrican affiliaite to
mainland affiliate-s may have to bix transferred at the sa•tel controlled prices
il)l licail)e to salts to iiinrelated third parties in the U*.S.

The other typical situation in which Still Oil or a San Oil affiliate ill the U.S.
has a pricing relationship with it foreign-b:ised affiliate is the purchase of crilde
oil from the forei nl-)zLsed cn)lipsl)IiW and it- imlport-ation into the U.S. or Into
Puerto Rico. I , all cases, the crude oil is sold and tirchaLsed ait arm's. length,
fair market price1-, pIars•ul to St'ecion 482. The ertilth, involved are jurod-meed
and stold I'v Su2l11; bi affiliated operating In C:lutmd~a, Venezuela, and Iran.

ect liou " 82 and the regulattions; thereunder provide that, inter-colntp:n3 tranls-
fes must bie at atrmn's length price-,, which are defined ts "the p)rice that atn
unrelated party would have pulad ,tnder IhN laute circumstances for the prmpl)erty
involved in the coit rolled sale". "( Regulations, section 1.482-2(p)(1)(1)) The
Interminl Reveuime Se-rvice( has Wbeen vigilant and vigoros !in its enforcement (if
tlis provision. BvIemIiue the ,;eeion 4W2 regulations employ tin armn's length
standard and have as their ilplrI).is and effect, "tu ilace it conltrolled taxpayer ott
a tax partly with ain uncontrolled taxpayer, by determining, according io the
•Aumladrd of an ineoutrholled taxpayer, the tnre taxzmble inlvnle from the pIrwlxrty

1nd hbusin•'ss of at eotrolled taxpaiyeir. . . ." (RegIlatgions, section 1.482-1 (b)t I))
It is not Ip"obitle for a U.S. copailny coniplying with the reguliatiollS to shift

U.S. pifrllt- to it foreign mubsidiary.
Section 4W2 and its regitlittions :tre the bet approateh io the question of shifting

of U.S. prtlits to foreign subsidiaries. Thtese pirewtt, rulesiPprevenlt such shifting
aid prtdtee the correct, ahsswr, pienalizing neither the U.S. cont tuaIv nor the
foreign affiliate, btat placing each in the saulte ill~tion it. would be if It were
iminfiliated.

Questioi.t .Nio. . Provide Information ais io invi,-tlients and exlenditures outside
tile United Swtats during the applicable pe-riod. IRelhme this information to the
N1,i1o inf (i) earnings ouit,,ide the U nited Stutes and (Ib) net equity and debt Cupitall
raised oiutside the United Stiaes, during the applicable h imriid.

Answer:
OUTSIDE UNITED STATESI

IMh~oas @1 doilaisl

1968 1969 1910 1971 1912 1913

Capital espendituies and intangible development
costs...........................59 70 51 132 75 111

Earnings (lse)..........21) 45) 4 19 20 81
[quity capital raisd .........
Dcbt cal . . ... 12 .... . . . ... I?......"... . ....... 49

TOt a.... ................... - ........ 9) S) 4 19 20 130

lIncludes Pueto Rico.

Srx OIL Co.,
ROBERT M .W I AX, EAl., t. Da rids, Pa., MAt rch .1,9, 1I10474

Ti" (Countisel, ('Conmillee m. Fiotie.r,
11".S. Se-,ate, IWashir.glon, D.C.

)H:.A •Mlt. W•ILLxAN: Stiln Oil Comnpaut:- is Ile:tscd to submit answer, to the Slenate
hnice (:oImnniitttrp questitonnaire to ill witI(sse-, in the format., .ugg'wted with
your letter of .March i9, 1974. Please flie advised that Question Number 3 has
6eel answered in the format requested by &enator Long.
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A resIxi. ha, b" al:o Ixwt'n pnrvided to Poinrt 10 of the sah.elui quetlounaim
to all witlc. Thik ioint had wit prwvi"i,%4 heetni privide(. Additirmnally, we
ame s.1nlltlitgill a reC-)4lte tO 1yoir rtet question gtgarding anticipated eh"lges
in earllit1.•

$inerely y.titr..,
QUESTION NO. I

(Dollrs in milltonsl

1973 1971 1911 1910 1969 19$8

Total corpouate:I
Nt locke ............................. $225 $15? $153 $138 $151 $163
fet asets ........ $1,6S4 $1,664 $1,640 $1.6 $1 S,550 $11 41
Ratetoo retainnotassets(percnt)........... 12.2 9.1 9.4 1.6 9.8 K1.3

United States:
Nlet inccmo ................................. $144 $132 $134 $134 $166 $181
Netassets .......... . ..... .... . $1,18S I if $10 $106 $11 $1,259 $1.112
Rate of return net assets (percent) ......... . 12.1 12. 5 2.6 1 i2.4 i1.?foreign:'Not income ......................... $....... $a $20 $19 $4 (5) ($21

Net ....... 660 $699 $574 $458 I-9i $(
Rate of retwn net asset (percent) . ..... 1?. 4 3.2 3.4 1.0 (1) (,)

I Petroleum Operations ofily.
I Incl'ides Puelto Rico.
I Net loss.

QUESTION 140. 2

PEIROLEUM OPERATIONS ONLY

(Dollar amounts in millionsl

1973 1972 1971 1970 1969 1968

Net income:
United States ............................... $141 $132 $134 $134 $156 $184
Fmevn ...... ........................ 81 20 19 4 (5) (21)

TOtaW .................... 226 5 153 138 151 163

Sales:
United States ....... .............. $1, 8I0 $1.584 $1,557 $1.503 81. 401 $1.:357

Rate of pofitaelhty (percent) .......... .7.7 8.3 8.6 8.9 i 1.2 13.6
Tore .......... ............... .$111 $266 $213 $183 $160 $143

Rate of pioitalblity (percent) ............ 23.9 1.3 9.1 2.4 (t)
Toed Statles..................t.al $2.021 $1,820 $1,170 $1,U68 $1%1 $81.500

Rate of piolGability percentt) ........... 10.2 8.2 .1 8.2 9. 10.9
Taxes (other than excise).

United States . ...................... $146 $120 $121 $125 $113
Rate of prohtakhiity (peoent) ........... 49. 52.3 52.5 51.1 58.0 62.3

Totlt .......... ............ $119 $68 $65 $58 $17 $42
Rate of profitabiity (ecent) ....... . 40.8 22.4 22.9 41. 0 (470 (|)

Toa ... $265 $18 $186 $183 $110 $53
Emlo RteO poo~iit (ecet ..... 45.9 44.6 45.2 43.0 41.0 51.6

Emplvyed capital:s
United States..... ...... ........ $, 023 $I,748 $1,650 $1,721 $ 59$ $1, 499

Rate 0 prtoitablihty' (percent)......... 8.1 8.5 8.8 8. 4 I0. 2 12.7
Fwei• -----.... . . .. $112 $702 $W81 $578 $509 $463

iate 1o prolstabIty,(perCent) ........... .. 11.8 3.3 3.2 1.6 0.2 (i)
To............................$2,35 $2.450 $2.337 $2.29 $2.104 $962
Rate ol prottalehty I .................. 9.1 7.0 7.2 6.7 7.8 8.7

I Net loss.
I As iequeste•. calculatel as the rato of profit alter taxes to pfohit before taxes.
Defined as total assets less cjrremt liabilities. Foreign includes Puerto Rico.

,Corrected.

lR,)IKHr' G. DI-uXl0.l,
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QUESTION NO. 3

SUN OIL CO.

[lWIN in millionsl

Petroleum operations only 1973 1972 1971 1910 1969 1%$

Total rporate:
Exploration expense (intangible development

c os t s). .. ....... ...... 5 5
capital investment .......................... 27 268 321 326 243 268

Total .................................... 325 320 373 36 300 323

Earnings (alter taxes) ' ..................... 225 1i2 153 138 151 103
Explnation expense (tI) ................... 41 52 $1 39 47 6s

Total .................................... .272 204 204 177 I98 218

Total investment and explanation as peaent
of Inclases aand expetises ............... 119.3 157.0 182.4 205. 8 1t1.0 147.7

Total Uitted States:
Exploiatn expense (IOC) ............... $33 $33 $36 $31 $38 $44
CapIta3l investment ....... .............. 181 212 Z05 283 192 220

Total ................................ 214 245 • 241 314 230 264

Earnings (alter taxes) .I................. 144 13? 134 114 1t 184
Exploration expense (IDC) ................... 33 3j 36 31 38 44

Total .......... ....... Ill 166 110 165 194 228

Total investment and expenses as peswit
o0 incenses and expenses ............ 120.9 147.8 143.6 190.6 118.1 1iS.6

Total foreian" I
Exploration expense (IOC) .................. $14 $19 $s1 $
Capital investment .......................... 97 56 117 1 48

Total .................................... 111 75 132 51 70 59
Earnings (alter taxes) ................... 81 20 19 4 (5) (21)
Exj~orai~on expense (IB,) .. ... . .... 14 19 is 8 9 11

Total ............. ................... 95 39 34 12 4 (10)

Tatal investment and expenses as percent
of increases and expenses ............ 116.5 19. 7 381.7 401.3 1,784.2 ..........

I Earnings (after taxes) are before dividend payment to shareholders.
I Includes Puerto Rico.



QUESTIONS NO. 3 AND 9 (RIVISDO)

SUN OILt. CO.

IMillion of Gotaftl

Ratios: Capial expenditures ad exploktIon
expenses as a perceitate of-

Adjusted AdlsIl
Adjusted *armnwg polus Adlusted eanim pl

Exploration ear"Irns Cap"ta capital r*- Net income eafnimti Cit recovery
Net income e.pe4se (2+3) recovery covwry 1(4+5) (1 ; 2) (1 + 4) (1 -16)

Col. 2 Col. 3 Cot. 4 Col. 5 Col. 6 Cot. 7 Col. 8 Co4, 9

Domestic:
1968 .............. 264 184 44 228
1969 . ... 230 156 38 194
1970 . 314 134 31 165
1971 241 134 36 170
1972 .. 245 132 33 165
1973 214 144 33 177

6yr 1.508 884 21• 1.099

1968
1970 . .... .
1970 ...
1971
1972
1973

6 yr .... .

Total corporate:
1968
1969
1970
1971
1972
1973

6yr

S326 .... ....
102 296
105 270
170 290.
!22 287
150 327
697 1.796 .

.... .. .. .... 81.0

116.1
83.1
85.2
65.5

84.0

59 (21) i1 (10) 9 (1) . 382. 0
70 (M) 9 4 14 1 98
51 4 8 12 22 M 4 - 150.8132 Is is 34 25 59 221.6
75 20 19 39 33 72 105.7

III 8M 14 96 30 125 t 886

49898617 3 30i 162.2

323 163 55 218 107 32S 99.2300 151 47 198 116 314 1b.2
365 138 39 177 127 30 120.0
373 153 51 20 145 349.... ............ 106.7
320 152 52 204 155 369 89.2
325 225 47 272 180 452 71.9

2.006 982 291 L 2-73 8w 2.103 . .. 9.

'Cish flow hal to covet not only capital expenddtres but changes in *wking cap"ta requremets and dividends 1t slareboldms.
I Foreign includes Puerto Rico.

Year

Capital
expenditures

end exploration
MRpOM15(

Col. 1
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QUESTION NO. 4

SUN OIL Co.

IMlUos of dollars[

1973 1912 191i 1970 1960 1968

Total c•polato:
Petroleum earnings ......................... $225 $152 $153 $138 $151 $163Dividends" .'.............. .. _ I" it I SS
Dividends as a percent of petroleum eafurngs.. 30 45 41.9 X6 31.

United SUtes:
Petroleum ea$nin gs..... $14 1 $132 $134 $134 $I56 $184Dividends'o ... ...... 4 ,59 $62 $61 ,61 $55
ODidends as a percent of petroleum earnings.. 77. 4 45. 50.3 41 A.1

Fore1n: %
Petroleum ea.n.np . .... .. $81 $2 $19 $ ($5) (21)
Dividends'. $.5 .. 9 $ $2
Dividends as a pecet of petroleum earnins 3.0 45.9 50.3 (1)

I Assumes dividends ale payable out o1 petroleum earnings in the same ratio as petroleum earnings are lo total
earnings. Dividends applicable to petroleum earnings were split United States foreign in the same rato as United
States and foreign petroleum earning were to total petroleum earnings.

I Includes Puerto Rico.
3 not loss.



QUESTION NO. 6

SUN OIL CO.

U.S. OPERATIONS CAPITAL REQUIREMLNTS WITH RETURN ON INVESTMLNT AT 1968-731 AVLRAGE

0Ool" amounts tn millionsj

Total 1974 19i 1976 197? 1978 1979 1980 1911 1952 1983 194 198b

Grots investment in nropptte% pl4aidts, and equipment
Jan. 1 . $2.773 $2.948 S3.13? $3.330 $3544 53.79Z $4. 54339 $4.641 $4.964 55.309 $5.678

Rat*of rtur , 3 (lemnt) ....... 6.8 6.8 6.8 6.1 6.1 6.8 6.1 6.8 .. 6.8 6.8 6.1
Net income. $2.898 $167 $177 $188 $199 $212 S227 $242 $259 $277 $296 $316 $338
Noncash charges (b percent at gre%% investment) 2.424r 139 147 167 167 177 190 203 217 232 248 265 284
Less dividsnds (minimum of 25 percent of net income) 790 60 61 63 61 b3 57 61 6b 69 74 79 84
Funds generated. 4.534 246 263 282 302 336 360 384 411 4440 470 602 631
Capital requirements (includes itanible development

costs- not included in gross ivestment;expensed for
net income plrposes) .... ... .... 5114 332 355 380 408 454 485 519 654 593 633 677 724

Net changes in total debt ......... ............ 705 39 38 42 4I 63 57 t0 65 69 74 79 14
Totul debt.ODec. 31 ..... .. ... 556 594 636 611 734 :"91 951 916 916 1. cb9 1.138 1.222

DebLequty ratio. Dec 31 1 ( cent). ....... .. 30.1 297 29.3 29.0 28,7 28 4 28. 27.9 27.6 27.4 27.2 27.1

I Because of a 19b8 merger with Sunt.%y OX 01 Co., figures lot 1964 67 are rot readily avathable n * future debt capacity is assumed to eq*al retained eorn ,p. tfo the yea times I ., or a 2S-ecent
a consistent basis anol have not been u".d. debt equity rt*o. Thi% debt capacity includes whatever ot"baance sh~et fnancing. if any. which

Asumes a retirement of gRo'.5 investment of 4 percent pet year. may be eml . Because of the Z6-petcent debt equity ratio used and potential changes in financial
. Return on gross investment prilo to interet charges. sepotig requiments. an adittooial funding of13 percent of needs thOugIh o*fIatance sheet hnaoc-

ing is rewarded as unreahlitic and was not used the projections.
s Defined as debt divided by debt plus equity.



QUESTION NO. 6 Co-tWMed

U.S. OPERATIONS CAPITAL RLQUIREMENTS WITH RETURN ON INVESTMENT AT i'j TIMES 1968-1973 AVERAGE

ioollar amounts in millonsi

Total 1974 1975 1976 1977 1918 1979 1960 1961 1982 1963 1964 165

Gross investment in prf peties, plants, and equipment I
Jan. ........ $2.776 $3.067 $3.386 $3.73? $4.124 $4.551 $5.021 $5.540 $6.111 $6,742 $.436 $8.202

Rate of return I (percent) . 10.2 10.2 10.2 10.2 10,2 10.2 10.2 10.2 10.2 10.2 10.2 10.2

Net income $5.661 5261 52I88 $,I7 $350 $36 $425 s5468 516 $%69 5627 5692 $762
Noncash chargei (5 percent of gros% Investment) .. 3.035 139 153 169 187 206 22M 251 277 306 337 372 410
Less dividends (minimum of 25 percent of n't icome).. 1.414 65 72 7MP R7 96 i06 117 129 14Z 157 173 191
Funds Renerated ( d 7.282 335 369 407 450 496 54? 602 664 733 807 891 961
Capital requirement includei Intangibtle development'

costs not included in gross investment, egmnsed for
not income purposes) ........................ 9,11 450 497 58 604 667 73* 811 895 987 1. C4119 1.2201 1. 325

Not chaniin total debt .............. ..... 6. 1418 6- 72 8 80 87 96 t07 17 129 12 157 171 190
Total debt, Dec. 31 ........................... 585 657 737 824 920 1.027 1.44 1 1.273 1.415 1,542 1.745 1.935

Debt equity ratio. Der. 311.............. ... 29.8 29.1 28.7 28.2 27.8 27.5 27.2 27.0 26.8 26.6 26.4 26.3

I Because of a 1968 merger with Sunray DX Oil Co.. figures for 1964 67 ate not readily available o% a debt equity ratio. This debt capacity includes whtlidver offbalanee sheet finaning. i any. wtict may
consistent basis and have not been used. tw employed. Because of the 25 peWcent debt ejlUty ratio used and potential changs in financial re-

As.iumes a retirement of gross investment of 4 percent per year. ptebnt requirement, an additional fuiding of 13 percent of needs through offbatarice sheet financuig
S Return on gross investment prior to interest charges. is regarded as unreatitic and was not used in t*e projerations.
* Future debt capacity is assumed to equal retained earnings for the yea times ý5. or a 25 percent 1 Defned as debt dided by debt plus equity.
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QUESTION NO. 9
tin millions o1 dolarss

1913 3912 1911 1910 1969 1968

rorein e en•dt es 1. ...... .. ....... -III IS 12 5$ 1 1 59
Frein " o p .. ....... . ...... i1 20 19 4( )

eoip debt a yu *and .. ............ 14 80 91

Totalearningsaandeeb 190 94 102 9 11 11

Peorcet expendtum tos earnings and debt ............. 2 K0. 29.4 54.0 41.0 31.5

'Capital exupendivtes and intangible development costs. Includes Pwito Rico.

Qlicj4hi .o. 10. Whiat would hove been the impact oil rate of return on stock-
holders' investment in petroleuim uets in the Utnited Stattes if there had been toit
depletion allowance?

Answer. The return tin storkholderds' e•iuity for domestic !ietrole'um tae)(rntitiOa
was 1,.7(' fit 1968. 12.4';• in 1969, 1 1.06' in "1970, 12.61%;, in 1971, 12.5-"W In 1972,
and 12,1e," in 1973.

After adjiustment to net income to reflect the elimination of the statutory de-
pletion allowance, the return oil strckholder%' equity for domestic petro;leum
operations would have I.,. I:i.or;. in 1968, 9.8r' in 1969, 8.8f"' in 1970, 10.1 f 1it
1971, 9.91; in 1972, and 9.I lit 1973.

RATE OF RETURN ON EQUITY

lie percooft

With Withot
depletion depleion

Year allowance alowanc

98.............................. ................... 3. 3.
191...........-.t 30.
1912 ....... ............. .. 1.

313............................................ &2. 9.1

Quelioti. What is your estiliate of the l)rohahle change Ilt first quarter 1974
earning as counpared" to fourth (lllarttr, 1973?

If you anticipate change, what, are the princil):l factors to which yom w oild
aittribute the change?

llosw do you I)rojmct the l)posile impact of -;rich factors in the secondd quarter,
1974?

Al.,-wer. Sulln anticipltes a Ii1od•• increase ili firs t qtuarter, 1974 earnings ais
compared to fourth (iuarter, 1973. The principal factor atff('cting earnings. is. nkew
and released toil. White in Suunl's view the volume of new and released oil is
expected to remain relatively stable, it is ntot po'.-ilhle to predict mIrket coudi-
lio•s which might ilipaict onl the pric' level of new and released oil.

STANDARD OIL CO. (OHIO)

IREPI'ARVD -STATEMENT BY ('C.umL Eg A .K PAIIR, (IIAlIItMAN or Tilr. Bu m ol) AND
CHIIm EXVUTIVI O.ricrit, TH: SANT•xu•) OIL. C•o. or" 0)11o

Mr. Chairman, my name is Charles E. Splahr and I am. Chairman of the Board
and Chief Executive*Ollicer of The Standard Oil Company of Ohio. I am apijzmritlg
today to provide the Colmmittee lily conpi|ly', re-spionse to the qile-timnlaire
j retaining to domet.stic iwt roleul oplerations anid investmncnts.

It may 1.4 helpful for you to know that ,.uhio mas iny COnilj).v i 01o1iuiiii4iiv
called) :,i PA crude-deiiciet- refining and marketing conupany serving Ohio vild
3urrouIndi0ig Stat.. and the Middle Atlantic States. Our doiiuest ic crude production
aimolllil.t to about 71'(* of our 385,I,)0 barrelk per day refitiing capacity. We have
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a small interest in the Iranian Consortium with lifting. equal to about 5"i% of our
refinery capacity. In tennis of assets we rank albiut 17th in the industry. In 1970
we acquired iat. Coast marketing facilities, two refineries, and valuable oil and
gas l.: ea on the North Slope of Alaska through a transaction with The British
Petroleum Company Limited. Since then our main efforts have lbeen directed to
the development of our North Slope reserve-t, to obtaining a trans-Alaska pipeline
permit, and to the realigunient of the East Coast properties which renlain un-
prolitable. We also have investments itn petrochemicals, coal and fabricated
plastics. We have developmental interests in oil shale, uranium and tar sand.i.

I am particularly pleas.d to have this opportunity to personally respond to
your questions. I feel they are gtod questions and I hope our respotnses will be
helpful to your considerations. The results of your deliberations will have a very
significant, Ilmpact upon ,ihio and the petroleum indus.try and uiMn the entire
private enterprise systent of the United States as well.

Before proceeding to the questionnaire, I would like to conmient on the subject
of profit lintiting legislation, whether it. be additional taxes or sonic form of price
control.

I ant philos.ophically opposed to profit-lhniting legislation. It, ist not the way
by which our country became and remains the strongest in the world. I recognire
that there are somine wvho don't share my views in this regard. If those who disagre
with me prevail, I bIlieve that profit-limiting legislation should apply to all
busin•s•es, not just the energy compnanie-. If our industry is to be the only one
affected, it, will bxe placed at a significant disadvantage in the competition for
capital at a time when our capital needs are unprecedented.

1 believe that the develoipment of existing energy forms and the research and
development of new energy forms need encouragemnent, not the )rksl)ect, of a
pItmnalty If risk-taking inveAstnent is successful. COwrection of our energy deficiency
can only coeic through investnment of huge sumis of money. We are a very capital
intensive industry. The existence or even the mere threat of prolitt limiting taxes
will prevent the iight kind of invtestinent decisions from being made en a timely
basis.

My coi•tIallyam sll)l)orit prtlgranis that would make this country more sufficient
in ,Iergv. To this end I urge you tto retain both the ,percentage, depletion allow-
amIce and the deduction of lntaingible drilling costs for donitstic development and
prirductiin. These two incentives are particularly valuable to the independent
driller and Irxidiucer who has disco, 'red mo.tst of our Ibe.t oil lield. in thi.t country
and wh(o. efforts ought to bie encouraged instead of di-cmrged at this time.

My emutfany woiud upptirti a re(uii•nrent that the net tax benefits oif these
incentives be reinvested In a broad range of energy research or development, to
a'-siret that the lbnelits of lh•se incentives- are Isbeing directed toward energy
self-suflieiency.

In ,unliniary, I believe strotntgly that-
I. Ali exe.s profits tax or prtfit-lintiting lIegislatiton will prove counter prodmac-

live to ouir natitoll's- lleds for ene-rgy:
2. If oir industry i6 deteled to have exe-prsrlits and taxed accordingly,

them. all of Amkerican industry should be t~lually taxed to create the sanie relative
diadvantmtage ill the capial mitarkets;

:•. Any. excessq Inofits legislation should lirvidme for plowhack exemlptio(n.s f.or
ilvestnilleimt in energy flevelt'ijlinie.t or research and there should bx- definitive
lpr(o.viitins fisr iterliminatiion. Th! reinvestlients alliswcd ftor exemtnl~t ion should
eotver research, explorat ion, devel spinlent, tramisportatitin, ref.ising or ulpgrading,
storagee, amid envirouilnelltal protection for till energy forms:

4. A t*lx z'•x.'•'d tit tht, wellhead can b-e counter prodluctive and discrinminate
again-t the suiall producer and the development oif econtmonically marginal wells;

•. I ) , lnet. ie invest illent ineesnti. e' reprt.r-entcd I sy t he dtplet ion allowance, and
intmigible drilliuig c,-t,, slimild Ibe retained but inodilied to require, plow'lack of
tax l•liefits in) energy-related invest mnentc ; and

6.. 1 hie Fortign Tax Credit should remaitin available to :all Americani taxxpayers.
ilowever, a review of pavynietits to fitreign gtivenimieirtn with respect tot antoionts,
allowed as foreign tax credit- is. iln oirder.

M.any oif the fori.giing ihoughl.ts and eomninlt.tS are contained in a statent
that toor eomlnamviy made tio the ('oIiiitt, oi••n Way n nd Menuis of the llou-e
oif IRejireseintives. I rp•Ieetfully retque.-t that yolur ('onlinitit accept ta copy of
this statelli'llt andi that it IN. IIadte a itpirt of the record ,,f th.-se hearings.

Now, I would like t, addrht-,y myself to your (fUesti(ow•.
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Question No. I. What wais the overall rate of n.urn, after tjMn , wldc yTour0Ompany reaiized on stlokholder4' investment devoted to explorasio, &,op.
menti, pioduittion, inanufaicturutg, trat.lportation and marketing of petroleum
products in the United Stae:?

(a) Where applicable, please give the source of this Infornmation.
Mb) Are these figures for U.S. owcration.s different fromn the fimue Mesw in

preparing the relmrts to stoekholders and information provided& tber Federal
Trade Commiatisaon for purposes of Iprelring its Rate of Return in Selected
SMeanufacturing Industries? If s•o, please exp~lain.

(c) Hlow does the rate of return on U.S. petroleum investment, as described
above, conipare with your rate of return on other investments?

APPMOXIMATE RATE Of RETURN ON SHAREHOLWERW EQUITY

II percent

Domestic Other lorain
pttmleuM domesbc Foreign domestic and

Yost operabt opertio operations fongp

.............................................. 7.4.. 1. .
13.2 13.51 9 6 . ---. . .------ - ...... .9 14 .9

1968:? (IL4. 1.:9 ::.......................................: : .::: $A 5$-9s LOz t
M ............................... . L ,3.1 2.............................................. 16 1" 11214

1973 .................. ... ...... .. 6 1102. 59.

1969-7 ................................ 4.6 .6 77.6 6.3
1964-73 ...................................... 7.0 566. 3.6

Jote: Fques in parenthesis indicate negative numbers.

COMMENT

Our corporate accounting records served as- s('urces- of dia ta sed In ealctiltting
the rates of return In the above, table. Wt reli rt. to ow shareholder in
aeconranee with S.E,.C. requirentents with reslpet to line of bttsinte.q acmconting.
For this l)tirlpose we rise etnimgs bef-re ine-tnip taxis, interest and extraordinary
itenAu. Since aecountbig record% are not ustlally kept in a way that. the data is
readily us:alle for computing the information _'to requltted, It was necessary
to nauke c•rtain urbitra*ry .%*itoianptioias and allocations. For example, shareholders.'
equity waA allocated to e:teh btu-iltess seglit-lit li:sed on its totWI :Le•tLs le.s cur-
rent liabiliti-, relative to tot:l corporate ,uornowed and invested capital. Corporate
interest expense w.a similarly allocated. This is not done in anyv of our linaneiad
or tax records since %ye operate with a pool of capital concept. Most of any othtr
data which required allocation followed our normal accounting I)roeedurcs. The
anntald nktet of rMturn shown above are basod on the avenge of the hegitnnihg
and enllhdbig s;toekholders' ecltuity. The datla std ill the-se ealcldations differs froim
that smpplied to the Federal 'rade C'omnmiksion in that. our report to the Cone-
Ini.•sion do.s wiot relhvt the arbitrary :nlloc:ttion- to variouls |)dsin,-ss w-gtuents
thnt. we were forced to use in order to re-pond to your qulestions.

%ohios record for the lawt tell years is eoilspoied of two distinct live-year periods.
In the first period we were a ri.gionl refiner-mairketer with dunetstic production
amounting to 16C% of our refinvry nuts. By the early 1960's we had mnade some
fundmitental decision. . We wold .. ,ek to acquire petroleum rnrve. by aequisi-
tion since our fit(ding efforts were nlit, to stlceev.41ful; we would expand our mur-
keting into states surnonding Ohio; we would expand our chemical activitiess,
acquire a fabricated plh;tieAs )Utsiness and enter the vending, motor inn and rns-
Wturant aIsines,.. AN thw figlunrs above show, we were successful in the petro-
leumn busine.,is in the environment that existed in the s-cond %,.lf of the 1¶M60"•.
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There were ample supplies of low cost crude oil anid the product price ware of the
early 1960's were eildillg. Our non-pmetroleums investments slippIXd into 'a loss
position ais we ,ro:Idelicd our investments and the agricultural chemnieals ixegan
to run into probletir.

Byv the inid.1960's we recognized thatt our prograin of acquiring oil reerves
nws not progrersiig as fast as the oncoming crude oil shortznnt. We attempted
mergers with several cotpantcea who nmwed large oil ousert.e but we were not
Sucersful. We acquired oil Ale properties :hnld have done developmental research
in oil shale which is continuing. hne identified the potential for coal at a timite
when wnany investors thought coal wo-dd have no future dhe to its environmental

problems and the anticipated corlvepeion of electric gean eration to nuclear fuel
and in l96fi we acquired the Old lien Coal t ort panou . Old Baen I a.prfetable
operation. Ite hns exptaded Its production 151' reinie w eeaqire tno (trit has at
new imine inder development. Old aligt's capital inveytmrents have equaled its
cmsih generation since we acquired It.

With the crude oil shortage clearly insight, we were anxious to acquire a major
source of crude. When the North Shloe of AlJtka reserves were discovered we
sought. ways to part icipate. When lithe British Petroleum Company Limited
spldproaclee us in late. 196 t regarding a possible merger, we were receptive. By
inid-1969 we had agreed. to acqure a wholly-owned British Petroleun subsidiary
which held the valuable North Slop leases and an I"ast. Coast. marketing and
relining busins In return for a stock interest in our company. Despite the claims
of others, we knew that tile marketing and refining atiets were not profitable at,
the time and, despite substantial realignments, they are still unprofitable.

The s-harp dt Ablen in thle p~etroleuiln return in 1969 shown in the columnil "1)o-
mestic Petroleumwa Operations" il the table on page 50 i t i caused by thle inclusion
of the operations of BIP Oi Corporation although tile transaction was not w eon-
apleted until Janurry 1, 1970. The Department of Justice challenged the acquisition
and we entered into a consnit. decree but too late to complete the transaction in
1909 as planned.

The continuing low returns- from our domestic p~etroleumn activities from 1969
to date reflect lo~sses4 in thle E~as-t Coast marketing and refining activitit-s, conilipeti-
tive price wars. in 11971 and 1972, and anl investAment, of more than $400 million
to develop the North Slope reserves and thme trans-Alaska, pipeline, onl which we
are- receiving no return.

All of these factors served to reduce our return on petroleum investmnellt to
aim inadequate level.

The returns for the years 1970 through 1973 include the effect of significant
extraordinary gains or losses from asset sales or fromt withdrawal fro!in various
marketing areas of the East CoZLst.

without these ext ra, ordinary items our returns for domestic petroleum activities
would have been as follows for the period 1970 through 1973:

Iln percent

Return as
shown above Return

including without
extiar rdinaty extraodinary

Year Items items

1970 .......................................................................... 7.2 6.7
1971 .......................................................................... 4.8 4.9
1972 ........................................................................... 1.6 3.0
1973...................................................... 4.6 3.0

It is not unusual that a corporation will often endure heavy expenses to develop
a large inivestmilent a•, we are doing in Alaska. Ilowever, we need tile .)ros•)eet
of good future prditability to carry this 0 )rigrain forward. ro set. a profit limit
based on our recent profit returns would 1x- grossly unfair to our shareholders
who have Iben waiting patiently for the start of North Slope production. It is
still more than three years away.
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Column headed "Other Domestic Operations" in the table on page 50 reflects
the results of our chemicals, plastics and coal olperations. In view of the low
return on our domestic petroleum activities, we have Ieen fortunate in that
our chemical business has become profitable once again and co•l continues to he
profitable.

The column headed "Foreign Operations" In the table on page 50 includes the
results of our Interest In Iran, our Canadian operations and the licensing of
-Sohto invention% to foreign customers. We disposed of the Canadian operation in
1972. Since we have little if any investment in our patentst, the rates of return
for 'foreign operations"' shown on page 50 are not very meaningful but we have
Included them In the Interest of completene:,-. Obviously, during recent years
the results of "other donmstic operations" and of "foreign'oixerations" have bWen
a big factor in the company wide level of profits.

Queslioe No. S. What is the rate of profitability to sales? To taxes, other than
excise taxes? To labor cot.s? To total investment, including borrowed capital?

Return onNet income as borrowed and
Net income as A percent Net income AS invested

apercet of taxes except a pIecent of Capital'I
Ye"s sales excse taxes payroll (pecnt)

1%6 ...................................... 1t2 A4.6 9
1965 ...................................... 91 $ s9

I*9t3 1I &1
1961 11.2.61 1.5 1.0
1968.. ...... ................................... 11.4 11• . a1 13.6
190 ............................................. 4.3 6&. 32 ,
19A 0 1f. ....................................... S.8 2M 50.6 5.5

1173 ........................................... 3.I 106.4 X2.3 5.1
Awra . 1

196-73 ................................... 8 12L $ II.64.6
M7.4-.................................. 7 120.1 45.9 64

1 Not income plus gross interest as percent of averap botrowed funds. delerred items and shleholders' equity.

COM$IMFNT

With respect to net icomine am percent .,f sales and return on borrowed and
invested capital, the explanatiry ountner t• 11ir Question i I ai r ailtiable also.

The ratio of net income to taxes is ahliwist .self-explatiatory. The tax burden
oln the petroleum business ik sul)stantial.

Labor costs in oor comniUiy are undoubtedly higher relative to income than
those of the typical pe'trolehun company biecatuse we ha\ve always operatted ai
signilicalnt nunliber of our service stat.tmons with our own employees..

Qucetion, No. .3. What isl the total of exploration (-xiwmse and capital intve-stiuent
in jetrohleum a.tt, inl dollars, year by year. and ais a percentage of the sunm of
(al earnings (after taxes and dividenmd,) and ti) exploration itemin which were
exgileii'? Plea.ýe indicate whether this table i. based on Income for tax l)urptire's
or for financial Ntook pltiui'%es.

Net Mincoe
(after div- Ratio of

[xploation dends) Wais expenditures
expense and 0. & . ar1d to net

Capital exMloetirPn internal
investment expenses cash now

Year millions ) millionj) (percent)

194 ...................................................... $4 .3 48. 3 92
1965 ......... ........ ............................... 69.6 50.8 137
1966 _ . ...... ........................................ 49.4 51.3 96
1961 ..................................... ....... . 48.5 58.8 83
1968 .......................................... 79.6 60.6 131
1969 .......................................... ... 169.5 56.1 299
!970 .. ,.............. .................................... 207.3 82.6 251
1971 ........................................... .. 159.9 69.3 231
1972 ................................................... 101.4 59.9 169
1973 .. .............................................. 179.3 71.9 230

Average: ................... .......................... 58.3 540 0
1969-73 .............................................. 163.5 69.3 235
1964-73 ......................................... 110.9 61.6 10
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COMMENF7T

The data u.a.d in this answer is that uied for financial book t Wr.e.. e are
including small :tIountsU of oil shale and uranium expenditurep in the alsbve
data. Per your request, we have modified the question to include delmrciation
and depletion aas juirt of the cash generation from olperations.

The data shows that Shio has invested substantlaliyv more than its retained
gas generation from domestic Ixtroleun activities over" the past tell years. lIe-
eautle of the heavy livesmnents related to the North Slop- and the low earnings,
the cash gen-ration deficiency has increased slubstantially. Base-d on our plaits
for developing the Alaskan operation, the deliciency will probably be xwven greater
in the next few years.

Quesltio, No. .4. Provide infouination as to the dollar alonunt of petroleum
earnings paid out in dividends during tie applicahll period and shoiw dividemads
paid a.. a percent (of U.S. pe(rlituni earnings. Assunue. dividend., are payablee out
of U.S,. pIt rolcutn earnings in the saite ratio as 1'.S. in-rtrleaut ealrlings are to
total earnings.

Divdetads
paid lion
pe0tiolum

elitings PaYNtI aisoyou (,mutms) (peuceat)

1964 . ............................... .. $I.6 3?
1965 . . ............... . 13.1 39
1966... ................................. .......... .. 0 42
196........................... 24.4 43
1968...................... ..... 28.0 4?
1969- .. ................. 2.6 70
M910................................. . 32.0 6)

1971 -8 ..................................................... 29.0 ) 11972. ............................................... ..... 64
113 ............................. ... .. .1.6 42

1964a ý(8....... ....... ...................... 9.3 42
1%99 3.....................23.4 5
1964-7)........................21.4 so

C(111MI-NTS

Over the year" %4ohiio has attempled to Iatinitain a dividend pIuyp.,,t policy of
albtout 451 ; r-.i'• tof earnings. In r-cent years the ratio has flmctUited above *this
rate. I),espitv tur large capital requireimtents and Carninl.s, we have
lumnhtained, bultt ntt increased, the dividend since Itl9tI ii rn-eognitioin of the ilma-
ortance (if dividends Ito our .ha reholders, particularly thoe who hlave' been

long-tile holders of our stok.
Quesiou, No. 5. Fourth Quarter--1973 E'arnillgs and Retail Prices. Please

provide an e.xIplaaat ion for any increa-e in U.S. fourth quarter 197#3 earnings ovyer
earlier foturthm quarter earning.•, In this colllnectiol, It would lbe helpful if tIhe
exp)laatiouei were to include an e.tinlate of the prolpitrtiou of inerease attributblle)L
to (a) nomial growth in sales, (b) inflation, (c) absence of soft markets due to

shortages, (d) increase in ceiling priee oif don.estic crude, and (e) any other factor
increasing profit margin. To what extent are- higher givoline I)ric'4s a the puiapnl in
the fourth quarter attribtltable to increa-se.s in cost relected in the dealer lalik-
wagon prices explain the source of increase in costs)? To increases in profit
reflected in dealer talikwagol prices? To increases its the retail Inargima (differe.n-
tiate between companiyl:y controlled retailers and independent, retailers)?

CO(MMiNXT

We Ibelieve that. the primary intentt (of thi. que.ltion is to identify the factors
that. caused domestic pet roleun earnings to change. For this purpose we are
using earnlings hbfore taxes and alls'eaiitlm of interest. Our 197#3 furtlh quarter
earnings frotm doinestic pet rolcimnl oipetifltions declined 801t from the like 1972
quarter.

42-561---74--10
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We experienced a 201% decline in petroleum product sales voluime. About one.
third of the decline can be attributed to the sale of our southwastern marketing
propertie.4 to American Petrofina, Incormrated, at midyear. Our crude ruits at
our three remaining refineries were 8%' lower than in 1972 due to crude shortages
and our sales were on allocation..

lBecause of the numerous changes in our East Coast activities and the rapidly
changing crude and product supply situation, It is difficult for us to comllpletely.
trace the exact Impact of each factor influencing our results.

Our records show that retail gasoline prices in the fourth quarter of 1972 were.
depressed enough to reduce our expected revenue during that period by albut
$5.5 million. This anountt is the approximate equivalent of the price recovery
that was experienced during the first live months of 1973. All of our subsequent
price increases have only reflected cost lpa.s through adjustments. 4

Tihe combination of higher pricts anld lower volunes resulted in a 12%,1 net
revenue increase; however, higher crude and product costs inereased by more
than twice the amount of the revenue gain. Partially offstting the losi Ibetween
revenue and product costs were lower operating, depreciation and administrative
costs resulting from the East, Coast realigmnts and asset sales.

The lag in our ability to pass through crude oil and product cost increases
had an adverse effect o;n our fourth quarter results. We figure that If we had
been able to pass through higher crude and product costs when they became
effective, we would have had $33 million more revenues In the fourth quarter.

Crude oil ceiling price Increase- of $.35 on August 20 and $1.00 on December 16
increased the revenues froin oil prod:Im tlon by about $1.3 million in the fourth
quarter, but increased our costs of purchased crude oil by more than this because
our domestic production is only 7 " of our refinery n(Pds.

Our appioximately 80% decline in dtomnestic l1etrtleunt earning,4 before taxes
and interest allocation becomes ait 87%r decline in real terms if our 11173 earnings
are adjusted for the 8.4% Inerease in the Consumer Price Index between the
fourth quarter of 1972 and 11173.

The last part of the almve question addretses tile question of the impact. of
dealer tankwagon price changes on the pump price of gasoline. In Ohio the
tankwagon price increa-sed 7.970 between IDecembler 11172 and December 1973.
Of this increase, 7.50 reflects cost, of crude pass through under the Cost of
Living Council regulation- and .470. reflects recover%- from depressed prices in
December 1972. This latter amount could be described as the increased profit
margin in the tankwagon price versus a year ago. Until 1973, we had not raised
our puL, ted tankwagon price since late 1970. Aq you know, we are not permitted
to increase prices for other than crude and product cost increases.

When the price freeze was lifted il m , ix)telbr, the regulations; forced a dis-
parity between company controlled station l)rice•. and dealer prices If full cost
recovery was to be achieved. We raised dealer tankwagon I)nres in Octolwr and
November a total of .40 inore than at our company stations-. This inequity was
removed in D)ecember when tile regulations were inodified. However, nainy inde-
iwndent dealers have set )ries• that they have deemed necessary. Accordingly,
there is a wide variety of S.ihio branded gamsline prices ranging upward from
our salary station price. ,mne of the-;e higher ptunil prices are in accordance
with the regulationss; some may not. l-.

Because of the numerous riealignments and sahle of marketing territorie.s in
tour East Cost I operations, we are not able to provide a meaningful di-scussion of

price changes in thik operation. The data slhws that the tankwagon price aver-
aged 26.50 in l)ecember 1973, up 7.80 from 18.7i in 1972. All of this increase is
attributable to enide and product cost pasts through.

Question No. G. Provide an estimate of your capital requirentents in the United
States for the period 1974-8-1., (a) assuming your rate of return on U.S. operations
was the samne as your average rate of return for the period 1964-1973; and (b)
as.sunming your rate of return wait- one and one-half titmes, your average rate of
return for 1964-73. Assume for this purpose that you will be able to borrow
directly up to 25 percent of your financial needs and are able to use off-the-
balanceA-sheet financing for 13 percent of your needs. What is your view as to
the validity of such financing assumptions as al)plicable to the circunistatnces of
your coiplany?
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CAPITAL AVAILABILITY AT 18,YEAR AVERAGE RETURN-,.• PERCENT ON SHAREHOLDERS' EQUITY YERSS 1.51

AVERAGE RETURN--I PERCENT
I's 0094

CMa S asumsCase A amsues relwo 1.St
1964-13 smae 1964-73

retun.-Total avwaf..-ToW
fu1ds h1m new funds 1oM new Case S vMin
B. & .L i B. & I.aputd vus case A.-

Yea! plus £0. pius D, 0, TOal fouds

1974 ...................................................... $116 1 W
197 " ...................................................... 13 1 391976 ............................................. 130 17 U
19it .............................................. 1- i1976..................................................... .1 19 6
1919 .............................. I................. 0 21~1 ...................................................... 159 21 l
19618................................................ 164 2421
1982?..................................................... 17 a1

% 276
1985 ................................................ 196 314 118

Total ................................................ 1. 85 2.691 $41

Assumptions: In addition to the assumption provided in your question,, we
made the following additional a•sttllptions:

1. Dividend payout would be 4 5C1.
2. l)epreciatiton and depletion accumulate at rate of 5"+ of new borrowed

and invested capital.
3. Rates of return were based on beginning of year shareholders' equity

for this purpose.
COMMENTS

This hypothetical exercise clearly demonstrates the importance of a higher
return. Based (on our situation, a return on shareholders' equity 50 percent higher
than our average for the past ten years would generate $841 million more during
the 1974-1985 period. It is interesting to note that a 50 percent higher return
would bring our return to I 1%, which is less than the average for our industry
and manufacturing companies as a whole for the past ten years.

The above cases show that at our ten-year average return, we would generate
$1,85-0 million in 12 years and we would generate $2,697 million at a 50 percent
higher return. To ac~onplish the developmi ent of our Alaskan reserves, to build
our share of the trans-Alaska pipeline, and to modernize and expand our rufineries
will require expenditures betweets $2,000 million and $2,500 million in the next
live years. We m,,ay need to arrange for tanker transl)ortation which would
cost between $500I million and $750 million if we were to acquire tile tanker-,. We
are, therefore, planning to spend more in live years than the 150 percent ea.se
generates in twelve years. Needless.- to •say, we will need to violate the borrowing
constraints set out in your quet4tion if we are to accomplish our task, even if we
are able to achieve the higher return. We call do this if lenders and inve-stors are
satisfied that profit limiting legislation will not make their ilvestmenmts unduly
risky.

i.cstion No. 7. What percent of your total United States sales of petrolettun
products during the applicable period were derived from foreign crude?
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SOURCES OF U.S. SALES OF PTrOlEUUM PIODUCTS

IIe psnatll

Dowed hI. Derived Ihon m eujivd lien
U.S. uude ed CasdTl•ua Caude ot1e lwes"

oil aude ol

Yer:
1964 . ...... .. ........ 92 3 01 019 .. .. .. ..... . .......... ....... .... .- I 0

,. .. .. .. .. . ........ ... ..... ..... 12 ,0. ...... ........... .6 14 01,6£ ..... ,,
.... ... 61 12 2O

197 .... 0. . ... 76 9 15
1971- t - i 1197 * ... ..... .... 11 16

1 9 1.. ... 54 16 30

19 -73 .......... -... .. .............. . .. ... . .. 712 20
. .......... ......... . ....... 712 14

COMME-NT

.ohio has delnided primarily 'on donie.-tie sources of enide oil during most .tf
its history. As crude oil stouree% near our refineries began to decline, we utilized
intereasing atlla-umts of (Canadian erude in our Ohio refineries. Our Mlarcus Hook,
Penl.n.yvaliz relinery uws loffshonre foreignl crude.

Afte-r mid-l972 we lo..4t 1,(M) barrls b pe xr day of our domestic ende oil supply
which could tist boe e.tinrlv replaced by -rteigln sources --o that our refineries atre
i.x-nrtling b.,.,ow capacncity. ('urreltly onior than half of our produtl sales arte
derived frntl (atnidilan iId offshore fot'lreign *-ourcev! (of crude oil and productt.

Quext ion No. 8. i.escrila, tlihe typical situatilt. hli which you have contractual
relati.toships with ia foreign subl-idiary involving t pIricilig problem. To what extent
do ytio believe it Imos-.iloe for a t Wl1ted State- eim co ally Complying with tile present
tax regulations governing such relartio-•hil to sllift Unllitedl ates profits tIo tile
foreign sulla-idiarv? i hb..*i.o -ect.tlinenld aily allerlntive approach for regulation of
such trawialtiois to prevent the shifting of United 4state.s prolits to foreign
.ul)%idiarie-.?

I believe that theit peimat tax r"'ellatiusa-Z ts they :a ply' to the oil ilduistry and
:v lhey arte Iiterlireled provi(le no opportunity to .Slit I united ali.tes profits to a
foreign ullsidiary. (ur experihiree hus bIiee that the iiiterl)retl:tion :11l(1 enforce-

eII ti o the' regulatlionils hus hiwe.Ii vey though. lit audt.eltssniencilig ini theenrly 1l96t'.
we believe adl coumiplliMMO inl the indlu•trv were found to have priced foreign crude
in a inuititer which wiv; later fl'leeed to'be ai violations tif the regulations. We have
been il....d additional taxes in this cuiiinectioli.

Sille the Ipre.seul regulatit•s prevent pI)rtflit -hifting, I have nIO ree&ilolendation
to Iizake regar(ling alutrliative Invaiss tot l)vet't .hif.ing (of I)rolitsu froil tile United

Questio. Vo. -9. lr ,vide iiftriiiation as to investments and expenditures outside
the It Uitedl States during the aplic-iable period. Relate this infiorlnation to the sutm
Of in) ernirigi outside tIhe United State, and (0o) net e•luity and debt capital
rai-ed iut-ide the United State., during the applicable period.



141

FOREIGN INVESTMENIS

Fwep invest-
uorepI. invest- amels as eicato

mnts as peWetd equity v debt
oreiOll Ianvest. 0 o Icalie rised outside of

mets (0#6100s) eumaps UMteSte

Yerl:
196 ..... .. . .......... 41M 5. . . . .. . . . ....... ............. .... . 0 P .... .. ... .
1966 ....... 2.0 14.3 ........
196? .. .. .. ... ..... ........ ............. .. !.8968 ......... ................ ............. .. 3 L .s1969 ... .... . ... . 2.4 .
190 .... 2.0 23. .
39711- 3.0 23.8...1971 ............. ........... .. ........... ............ + 0z . . ..........l tS ............................................... 1.4 .0 .

Averale6051

1 966-73....3........................................... .8 10.3 ......3
19644-3 ................................................ 3.9 21.0 ..0 ...........

CO M MItNT

Thre prinIcipaI foinrign inVestmllenlt miade lhy S-oilo wiet outr 19(65 acquisitiln Elf
a niaiority interest in Canadian Dellhi, Ltd. Our Internest ihi this Coimlany wtas mild
to St. Joe Minerals lit 1972.

The primary soiurcts of our foreign earnings are the iliterest. ill the Iranian
C(onsortitum, it which our Invi'.rtlnent is small, and the sale of lieenste4 it con-
nection with SAhW inv(Ition.4 it which there is no hook investment. No capital
has Is•en raised outside the United State,.

Qiteslion N\o. 10. )Denonstrate what your rate of return on sharehlIdtrs'
elUit" would have heet. in each year If there had been n,,o statutory depletiona|OWZI~hCC.

RETURN ON SHAREHO,,ERS' EQUITY ADJUSTED TO ELIMINATE STATUTORY OEPLETION

li' perc*ntl

Return from
questom No. I

Year"
lt )4 +. .. + . .. ..... ... ..... .. .... . o + ... . . .... ..... .. o + ,I964... ........... .............................

1961 ........... ............. .................
1966 ..........19.0 ........ ..................... .......
190 .......... ..................
3910......... ........ ............ .......
19Ao..........................................

12..............._ .. ..... ....

1973 .......................
Aver1f:

1969-73 ..............................................
1954 -73 .................................................

Adjusted return

10.6
10.4
12.7
15.115.4
5.1I
1.2
4.8
16
4.6

13.1
4.6
7.0

9.S
9.3

11.6
14.6
14.3
4.6
6.8
4.4
1.2
4.2

12.0
4.2
6.4
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Although .-4,,hi, has 1,,t Invii a large ,iil -ad g:i iga ioducer, tile eliinautiout of
the- statutoal ry delhletimi o lz'llowzan wlsuld ha:ve reduced our return Ii' Go |ltrcvut.ltge
p oinh t ,,r alll ts+t 10 Ixwrctit in the averagee y e 1ar. T r uANDAuR 011.Co.,

Mr. 101V~t M.WILANChrdhti, d, Ohio, April 5, I.974.

To." Coeeti,,, , ,.,,alc Com.,illre on Iit, boe,
1ladsoiegton. D.C.

I)I:All MR. WILI..,N: In npe-al-le. tot your letier of 'March 19, 1074, we are miIh-
In|ittilig (oil the attached ?-ellwdhlt the"uhtialk of tIe calculal tions of' olur r..-j)oti.ie
Io your qltitmsi, 2, 1. 2. oland 6 which we mabhnitted tu the $ýcIIatL' FinaInce Ce•ulal
unit tee on Fel'ruiary 13, 1974.

After you1 wrote ymir .Mlarch 19 letter, you told tile by phloe that vyou wt:nted
Ito add thlie ft o•hwiquestita: "What i.th.eurrenttestimateof the JiIsable change
in your first quarter 11174 profits front your fourth quarter 1973 pristits'! What was
the- reason fear it? How (t)e youu jreaject thie ittineet (of th( szatme factors in estimating
your profit ftor tile second quarter v('rsu.I tile first quarterr"

We (' are not l)rmviditg sinswn, to thc.c qjuettions ,.lliC(e Olr first (Uiquarlter re?..lts
hav(e not Vet lbeen olnuotutled aid we have historically preferred lmoat to couilinent ,oi
I,.oil,]e future lprtit levels.Si nc en -ly y o~ u r s , C . W . K . A H1 C H1 E1 .



QUESTION NO. I
STANDARD OI. CO. (OHIO0)

Israckets, indicate negative members; dollar amovets in WAmios

1973 1972 1971 1970 1%9 1968 1967 1966 1965 1964

All operations. domestic and foreign:
Net income.............. ........
Average stockholder's equity ....................

Rate of return (percent)... ..............
Domestic petroleum operations:

Net income. ..............................
Average stockholder's equity ..............................

Rate of return (percent)... ..............
Other domestic operations:

Net income -------------------... .
Average stockholder's equity ........................

Rate of return (percent) ..............................F *il oweations:
Cot i~nomeaios.......................... -....... ...
Average stockholder's equity .............................

Rate of return (percent) .............................

$09.4 $57.5 $54.7 $69.0
$103.6 $1.060.2 $1,031.5 P.001.3

&1 5.4 &.3 6.9

$44.7 $14.9 $43.1 6.0.5
$962.2 $927.6 $890.9 $846.5

4.6 1.6 4.8 7.2

$20.8 $14.1 ($1.1) 0
$111.3 $113.1 $123.3 $134.3

18.7 13.0 (0.9) 0

523.9 $27. 8 $12.7 $8.S
$30.1 $19.5 $17.3 $20.5

79.7 142.4 73.4 41.2

I Represents correction of numbers shown in statement to Senate Finance Committee dated
Feb. 13. 1974. The previous number has been stricken out and the corrected nmber insered.

Note: Some peq
fat that the perch"

$51.9 $70.1 $63.9
$921.7 s$50.1 $44.m8S6 13.9 ' 14.2

$5.9 $49.7 $43.8
$411.3 $379.6 $353.3
'13.1 13.14

$393 $59.8 $"68 $42.8 $34.7 $34.
$769.6 $387.2 $36X5. 0 $342.5 $ 35 S $4. 5

5.1 15.4 1. 7 12.7 10.4 10.6

6 . $43.2 S .2 S,81 S
(0.4) (0.5) (1t.6) 0.9 13.2 7.4

$13.1 $10.7 $14.0 $13.7 $11.7 $7.9
$23.5 $25.5 $2 3 $256 $18.9 $10.3
55.9 41.7 5W.2 W3.6 62.1 76.1

cents shown may apear to be off a tenth of a percent but thes is caused by the
tds were lgbufed before the nomeratr and denominators were founded on.



QUESTION 14O. 2

STANDARD OI. CO. (OwOj

(Revised per lete of May 31. 1974)

uloirs in em sliee

1973 1972 1971

I, Net Iacome: Do"est petmr t peretabons.
2. DoMWs atc sales ...............

Rate(1+2)(pe•.e.t)
3. Taxes otber than excise taxesRat (1 +.3) (pe o) ...... ..
4. Not income with gross interest add back .
b. Average borrowed and mvstd cap.tal.....

Rate (4 +5) (percent) ............

$44.7 $14.9 $43.1 $60.5
$1.180.6 $1.054.7 $1,0686 $1, on5.9

3.8 1.4 4.0 5.8$42.0 123 8 19.4
106.4 62.5 221.9 P6.2
$71.7 $36.9 $6V.1 $64.7

$1,418.9 $1.403.6 St. 365.0 0 1, t6.7
5.1 2.6 5.0 5.5

1570 s Me8 1967 1966 IVA

$39.3
907. 7

4.3
$57.6

68.1
$52.9

$973.7
5.4

$59.8
1522. 7

tl.4
$52.3
114.4
$63.3

$464.3
13.6

$56.8
$491.5

11.6
$4. 8
132.8
160.4

$443.3
13.6

$42. ISM~t. 7
9.3

$32.3
132.5
$46.7
$". 3

10.9

$34. 7
$42. 2

8.1
$3, 2
985%

$31.9
s$3,,

9.A

1964

8.3

109.2

.S36 9
939



QUESTION NO. 3

STANDARD OIL CO. (01O)
loouam infulmut

1973 1972 1971 1970 190 1968 1%7 1966 1965 M194

1. Captain expendtures and *xpk rstom ex-
p2.- enses 'ro ' d s .. $179.3 $101.4 $159.9 $207.3 $169.5 $19.6 $485 $49.2 $0.6 $44,32. NOt income from domestic piiole'um'
operations after tax. 44.7 14.9 431 60.5 39.3 59.1 56.8 42.1 34.7 345 -

3. Itoportm of dividends payable out of
above no income. 18.6 9.6 29.0 32.2 27.6 28.0 24.4 18.0 13.7 12,6 CJl

4. Met mcomelessdivindends (2 3).... 26.1 5.3 14.1 28&3 11.7 31.1 32.4 24.8 21.0 21.9
5. Add:

£xploration expenses and dry holes
expensed. ... 1.1 1.4 3.6 4.4 6.2 2.2 1,N 2.5 4.8 4.6

Depreciationand depletion... . 50.7 53.2 5i.6 49.9 38.8 26.6 24.9 24k0 25 0 21. 8
6. Cash available (4+5) 77.9 59.9 09.3 82.6 56. 7 60.6 A88 51, 3 W 8 48 3
7. Capital expenditures and exploration ex-

pens"s as percent of cash available
(1 +6).. ... ............ 230 159 231 2H1 299 131 83 96 137 92



QUESTION NO. 6

SIANDARO OIL CO. (OHIO)

U.S. OPERATIONS CAPITAL REQUIREMENTS (AVAILABLE FUNDS) WITH RETURN ON INVESTMENT AT 1964-73 AVkRAGE

IMahm of d6M1,s5

Total 1974 1975 1976 1977 1978 1979 1960 191 19%2 1963 196 !So

Investment Jan. I................. 984.4 1,038.5 1,095.6 1,155.8 1.219.4 1.286.5 1,357.3 1,431.9 1.510.7 1,593.8 1681.4 1.77L.9
Rate of return (psiCent) .... (11.0) ....... 1.....127. 1 14 .. 1 ... .1
Net income .............. 1,774.1 108.3 114.2 120.. 127.. 134.. 141.5 149.3 157.5 16G. 2 . . 3 1850 1" 1
Plantuztwustion ...... 1,417.4 59.4 63.6 78.4 88.6 99.4 110.5 121.9 133.5 135.S 157.8 170.4 18) 4
DwOidens-50 percent..... 887.1 54.1 57.1 60.2 63.6 67.1 70.8 74.6 788 83.1 81.6 97's 97.6
funds enerated ......... 2.2848.2 146.7 160.7 175.6 191.1 207.6 224.6 242.3 260. 5 279.5 299.2 319.6 340.8
Net tuads generated ..... 2.744.5 146.7 160.7 175.6 191.1 207.6 221.3 235.5- 250.0 265.1 280.7 296.8 313.4
Capital requirements$ ........ ......... ..........Borrowings............. 543.7 33.2 . 3.0 37.0 3. 9 41.1 433.. 45.8 48.2 50.9 bg 3.W 7... . .8
Total new borrowed and in-

vested s kalt-l.... ..... 1,430.8 87.3 92.1 97.2 102.5 108.2 114.1 120.4 127.0 134.0 141.4 149.2 15W.4
Repaymtents--b percent

year .................. 103.7 .......................................................... 3.3 6.8 10.5 14.4 18.& 22.8 27.4
1974 ........................................................................................ 3.3 3.3 3.3 3.3 3.3 3 3 3.3
1975 ............. .......... ...... ..................................................... ........... 3.5 35 3.S ..5 3.S 3,S
1976 ....................................................... 3.7 3.7 3,7 3 7 3-7
1977 .................................. ................................................ ....... . 3.9 3.9 3.9 3.9
1978 ............................ ................................................................................... 4.1 4,1 4.1
1979 ........ ......................... ....... ..... ...... .4.3 4.3
1980 ................................................................................................................................. 4.6

Dec. 31.
1973

Debt ................... iii; ....4.......................................... 648.7 .............................. ....... 103.S
Equity ................... 964.4 ................... ................... 1,286.5 ........................................................ 1,871.5

Total .............. 1,4 ................ ... ............... ............... 277.9



D, (ebt n).; •.. (32) ................................................ (34) ............... ....................................... ................ (33)
Equity(percent)...... (6 ) .......... ....... ............ ....... .. ... .. ....... (6 )
Investment Jon. 1 ........... - ... 984.4 1020.3 1.,057.5 1,:09L.1 1,136.1 1.177.6 1.?20.6 L.V.Z 1.31L4 1,35&.3 1,408.9 1.,4&0.
Rate of return ............. (7.3) .. .. . . . . .
oet income .............. 1. 02 M.12 92.4 ... 7 .. .. 10. 100.6...0 ... •

Plant exhuastion-10
percent ........... 1.107.1 56.5 G2.5 68.7 75.2 81.8 88.6 95.3 102.1 108.8 115.7 122.5 129.4

Dividends 50 percent ...... 529.2 35.9 37.2 38.6 40.0 41.5 43.0 44.6 46.2 47.9 49.6 51.4 53.3
Funds generated .......... 1,960.4 114.4 122.5 130.9 139.7 148.7 1W.0 167.1 176.6 166.0 195.7 20. 4 215.4
Net funds geInerated ....... 1.894.2 114.4 122.5 130.9 139.7 148.7 155.8 162.6 169.7 176.7 183.9 1910 196.3
Capital requirements I ...................................
Borrowmip ............... 324.1 22.0 22.8 23.6 24.S 25.4 2.4 27.2 2L.3 29.3 30.4 31.5. 32.7
Total new borrowed an4

invested capital......... 853.3 57.9 60.0 62.2 64.5 66.9 69.4 71.8 74.5 77.2 80.0 82.9 80.O
Repayments-10 percent

pMt year a.............. 66.2 ...................................................... 2.2 4.5 6.9 9.3 11.8 14.4 17.1
1974 ............................................................................ 2.2 2.2 2.2 2.2 2.2 2.2 2.2
1975 .............................................................................................. 2.3 2.3 2.3 2.3 2.3 2.3
1976 .............................................. 2.4 2.4 2.4 2.4 2.4
1977 ................................................................... ............. 2.4 2.4 2.4 2.4
1978 .......................................................................................................... 2.S 2.5 2.5
1979. ............................... 2.6 2.6
1960.= ............. ... . .. . . ........... 2.7

Oec. 31.
1973

Debt ............... 463.5........................................58............................. .......................... 721.4
Equity ................... 964.44 ...... ..... ,177.6 ... ........ .... ts 516

Tota ........... 1447.9...................... .. 7j.4 ....... . ................................. ...... 2235.0

Debt percentt) ........... (32) ...................... (3................... (33) .......................................... (37)
Equity percent ) ........... (68) ..... ------.................................. ...... .. LS)

I Not estimated.
a Beginning n 5 years from date of bourowin.
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Ti'•r STANmm Oil. Co.,
Cleni la,,d, Ohio, .l1a1 Ji, 1.1174.

Mr. I1,mmitT \WIt.L%%,

Taxr ('ot,,i, •ustate ('onlylifita, nFi,s.ace,
1e"asuiaglo", I).C.

O)t:•lt MRI. W•II.I.A': l.11CII, i% •our rtit.i to Q(aue-tiuoll No. 2 li tcrms of

dolies4lic mi11d (,fnrign Ietri•leuw ejI'nlstali a•-a'•inig the foriji ofim .er she•t you

provided •nsl' wecks• •is.-
Trhl' dclat: tier dltuslit' ojI'rallioul4 iW -iluilair id that sent tv visitu osi April 5

except that the "nit, ,of lrotlitalsility" mide.r the Taxes s•etinm h:as lteeen coorr'ctte

it be the atlio tof Net inclale Aftei Tixes tit Net lncome Before Taixe', Further,

the "TuIx" lilgIr for dt,,ui.tic lit 1972 has bseen corrected IxWcause of ian errir lit

the lwixers sul•a!nitted to yos in April.
The re.lati,,iship tof the liglres for Dionit-tic Net Income and for T:ixe. in 1909

mayiV appea'lr ti se' al litti," Ull•le m iusu l to ilh Thi.e is ciaulA by the f:act that, on Jan-

lhirv 2. 1070, we acquired ai c4ilpaiili" frilm British Petr•l Ult for stock, unlid lhi%

trali13llmiil wits :accisallted ftir ati 1i pistolilIg. Our 1969 nesults have Ibee-i re-stated

tecc',rdingly; the.refo-re, hle 19611 net lucome went d 'own e•tcall.(' the pewraittiolls

.acqlined had li.ses lil 1909. lliwever, taxesA f'or 11169 were bitsd on the oprzlti,)ls

which we h13d during 11169 prior tIo this. :aC(lqs tji,,n; tend, iof cioure, the it ilnlmlt of

th,.(, Iluixtes nlmiidn'd II titcltii tged.
Very trully your., C. W. KAIUII-R.

¶1



QUESTION 140. 2

STANDARD OIL CO. (OHIO)

WHAT IS THE RATE OF PROFITABILITY TO SALES? TO TAXES. OTHER THAN EXCISE TAXES? TO TOTAL INVESTMENT. INCLUDING BORROWED CAPITAL FOR DOM 1STIC AND FOR FOREIGN
PETROLEUM OPERATIONS?

pol amounts mowle

1973 1972 1971 190 16 1966 1997 1g11 19NS 1914

Not income (Irom petroleum operations):
Umted States........ . ... . ...... $44.7 $14.9 $43.1 $60.5 $39.3 $59.8 $3$42.8 34.7 $,4.5
Foreign .......................................... 7.5 4.6 4.2 2.7 4.8 5.4 6.0 6.1 7.0 5.8

Total .......................................... 52.Z 19.6 47.3 63.2 44.1 62 62.8 48.9 41.7 i0.3
Sales (from petroleum operations):USted Statesr.... oper...o. $1.180.6 $1.084.7 $1,068. $1.045. 9 907. $522 .7 $411 S $458.7 $428.2 $416.2

Rate of protabtlety (percent) ...................... 3.8 a 1.4 4.0 58 4.3 11.4 11.6 9.3 8.1 8.3
Foregln . $.. ... ....................... 4...... S"4 . 4  $3 1. 3  $ 35 . 1  $2 5 . 2  $2 9 . 3  $3 0 .8  $ 4 1. 2  $ 4 . 7  $ 4 1.1  $32 9

o (prce)..................... 16.9 14.7 12.0 10.7 16.4 17.5 14.6 12.5 17.0 17.6
TotalW $1,225.0 $1,116.0 1,1 03.7 $1.071.1 5937.0 S53.5 $532.7 $507.4 $469.3 4w I

Rate of piofttality (1itcet) 4.3 1.7 4.3 5.9 4.7 11.8 11.8 9.6 1.9 9.0
Taxes (otlte that eoxcse) (from petroleum operations).

UnutedStates ... 1742.0 $19.1 $19.4 $21.9 $57.6 $52.3 $42.8 $32 3 $35 2 $31.6
Ra'..ot profmabulty(uent)• ... 5 43.8 69.0 73.4 40.6 S3.3 s7.0 57.0 49.6 S2.2

Foren ....... $10.4 $6.3 96.7 $4. $5.4 961 962 96. $7.3 $6.3
teof proftaulty (percent)..... ................... 41.9 42.2 38.s 39.7 47.1 470 49.2 49.6 49.0 47.9
Total $52.4 $2.4 $26.1 $26.0 363.0 M5.4 $49.0 $38.5 342.S $37.9

RiaiiofprOfta4bhty(percet) .................... 49. 9 43.4 64.4 70.8 41.2 52.8 56.2 55. 9 4&. 51.5
Employed capital (from petroleum operations):

United States... . ..................... $1, 418. 9 $1.403.6 $1.365.0 $1, 176.7 $973.7 $464.3 $443.3 $42. 3 $3S9.9 $s62.9
Rate of probtablity (p.cent)..................... .51 2.6 5.0 5.5 5.4 13.6 13.6 10.9 9.5 9.9

.. .. ................ 1) $7.7 $11.5 $15.9 $19.6 $23.0 $28.6 $20.1 $7.5o . ) .................... 29.6 3.8 33.2 31.7 24. 41. 77.3
Total $1.41& $1.3 1.372.7 $1.1W. 2 5S.6 SM.9 $466.3 W45.9 S40.0 $3'o.4

Rate of prohtawity (pe"cnt)................ (1) (1) 5.3 5.7 5.9 14.4 14.5 1it8 11.41 11 2

'Subsequent to the sale of all Canadian ssets in 1972. the capital employed costs of an insegnilfcant amount related to our "•: of I peWcent interest in te Iranian oil gomnaItim. A calaceled
return on capital employed to 1972 and 1973 would be aewmnaless as to tere N oerations and. in tact. is relately mengmless teo all yee as to toreogn operations wor tme same mium.

Note: Employed capital percent is based on adjusted net income.

0
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Tsi cSTANAUD OIL Co.,
Clirdand, Ohio, May 7, 1074.

Mr. 1oht::T M. WILIA.I,
Tax Coitned, Smnatc ('ot miller on Finanw,
Wrashington, D.C.

l)EAR M. . WILLA..: In resjxin-7e to your recent. reqplet4 we are sub)mfittig tilt
the attache( schedule al l awwr s-imilair to iour respoi•e to Que.ition No. 3 which
we sulbmnitted to the -e41iiale "lnaulm Commllittee on February 13, exetlt that the
attached relonse related to our foreign foil rtn4ated activities. wlic-resa. our Iriror
rmpsnise related to our domestic oil activitie.4,

cr y y o u r s, C . W . K .s m c ita t.

QUESTION NO. 9

IIm milions of dol~lsl

1973 19?2 1971 1970 1%9 1968 1967 1966 1965 1964

1. Capital espendtules and esplolatl&n
expeans ............................... 1.5 3.4 3.3 2.1 2.4 2.9 2.? 2.6 2.4

2. Not income from foueig petrloeum
opoltuons, 3lWr tax.... ... 7.5 4.6 4.2 2.7 4.8 5.4 6.0 6.1 7.0 5.8

3ropodon of dividends payable out
flabove et iscome .............. 3.1 3.0 2.9 1.4 3.! 2.5 2.6 2.6 2.3 2.1

4. Net income less dividends

5. Add: (2-3) .................... 4.4 1.6 1.3 1.3 1.5 2.9 3.4 3.5 4.2 3&7

(xpl~iisi expenses and dry
rows ,*&s s .................... 9 17 2.0 .8 .6 .9 .4 .4 .5

Depteciation anddeptetson . 6 1. 9 2.4 2.7 2.8 2.7 2.5 2.1 1.1

6. Cash available (4+5) ............... 4.4 %1 4.9 S 7 5.0 6.3 7.0 6.4 6.7 5.3

7. Capital expenditures and exploatsn
expenses as percent of cash avail.
able'(1+6) (pacent) ............. lat. 43 69 58 54 38 41 34 42 45
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QUESTION NOS& 3 AND9

Ratios: CapWtl ripe.lules and
exl@o.at"o elpenss as a

Capital Adjusted Adj4Wed
extendi- eamanns earnags

ture ad plus lAuS
enaploa- Explmra- Adjusted capital Net Adjusted aptal

to" Net iom ellmun Capital IOdemtfir intome eal*IhI (tovely
Year eqeses income eOwnse 2+r) recor +/ (1+2) (I+) e1+61

Col. I Wo.2 Co. 3 Col.4 Co.5 Col.6 Col. Col.3 Col. 9

Domestic
petolteumoperations:
1964 ......... $34.5 $4.6 3. $21.8 $60.9 $18 4 $113.) $72.7
ms ......... 69.6 34.7 4. 39.5 2S.0 64. 200.6 17.2 79.1
966 ........ 49.2 42.6 -$ A 3 24.0 0.3 115.0 109.0 71.0

1967 ........ 48.5 56.6 1.5 5.3 24.9 8.2 8.4 3.o0 S.3
1968 ......... 79.6 59.3 2.2 62.0 26.6 88.6 133.1 123 39.6
1969 ........ 169.5 3.3 6.2 453. 38.6 64.3 431.3 312.5 201.1
1970 ........ 207.3 60.5 4.4 64.9 49.9 114.8 342.7 319.4 180.6
1971 ......... 159.9 43.1 3.6 46.7 S1.6 9S.3 370.9 342.3 162.7

101.4 1. 1.4 16.3 53.2 69S . L 5 os 2.0 142.9
1973 ...... .. 179.3 44.7 1.1 45.8 50.7 965 401.1 391.4 18Z.8

,0 yr ....... 1.10.6 431.1 32.3 463.4 366.5 8.9 257.2 239.2 133.6
foreign

petrtleum
o;seiataos:

1964 ......... 2.4 5. .5 6.3 1.1 7.4 41.4 38.1 34
1965 ......... 2.8 7.0 .4 74 1 9.5 40.0 37.8 .5
1966 ......... 21.2 6.3 .4 6.5 S. $0 36.1 33.6 24.4
1967 ......... 2.9 6.0 .9 6.9 2.7 9.-6 48.3 42.0 30.2
19$8......... 2.4 5.4 .6 6.0 2.81 81.8 44.4 40.0 27.3
19M9......... 2.7 4.8 .8 5.6 2.7 8.3 56. 3 48.2 3
1970 ......... 3.3 2.7 2.0 4.? 2.4 7.1 122.2 10.2 4 ..5
3971 ........ 3.4 4.2 1.7 5.9 1.9 7.8 80.9 57.6 43.6
V1b ......... .1.5 4.6 .9 5.5 .6 6.1 32.6 27.3 24.6

19713................. 7.6 .......... 7.5 .......... 7.5 .............................

loyr ...... 23.6 54.1 8.2 62.3 18.8 81.1 43.6 31.9 29.3

Note: Cash flow has to cover not only capital expendilures, but also changes in workingg capital roquirements and divi.

donds to shareholdes.

0


