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A

PROFITABILITY OF SELECTED MAJOR OIL COMPANY
OPERATIONS

(Data Supplied by 10 Major Oil Companies in Response to Com-
mittee Request)

PREFACE E

On December 30, 1974, the Committee on Finance issued an analysis
of selected oil companies’ profitability over the period 1964-73,
entitled “Profitability of Selected Major Oil Company Operations.”
This analysis was based on information supplied by 10 selected oil
companies, and included the companies’ responses to a Committee
questionnaire as well as various summaries of the information in such
responses. :

n order to update this analysis with the results of 1974 operations
the Chairman made the following request of the 10 companies:

“For purposes of updatinithe analysis the staff needs data based on
1974 operations reflecting the information shown in Tables 2, 4, and
5 of the profitability analysis, a copy of which is enclosed. In add{tion,
it would be helpful if for 1974 operations you would provide a break-
down-of the taxes (other than excise) shown in Table 4, in the form
indicated in the attached schedule. Also, would you show separately
for 1974 what the net income and rate of return would be for United
States and foreign operations, respectively, if only cost depletion were
allowable.”

Subsequently, a further request was made of the selected companies
to “provide the Committee with your statement of earnings for the
first quarter of 1975 as soon as it becomes available. At the same time,
would you provide the return on shareholders’ equity for the first
quarter, in the format used previously for 1974 operations, pursuant
to my last letter. For the purpose of uniformity, please use shareholders’
equity or net as.ets as of January 1, 1975.”

Included in this Committee print are tables reflecting the informa-
tion supplied by the companies with respect to their operations for
1974 and the first quarter of 1975, as well as excerpts from first quarter-
earnings announcements of the selected oil companies which comment
on first quarter earnings performance and on matters affecting capital
investment, plans. Summaries of earlier years’ operations, derived from
the tables included in the print “Profitability of Selected najor Oil
Company Operations” issued December 30, 1974, are reprinted here
for purposes of comparison, subject to revisions in information pre-
viously supplied by the comganies.

In connection with the table showing the annualized rate of return
for the firt quarter of 1975, several of the companies express concern
that annualization of the first quarter rate of return should not be

~ construed as an estimate of the earnings rate for the entire year 1975,

(1)



TABLE 1.—RATES OF RETURN ON SHAREHOLDERS',INVESTMENT FOR 10 MAJOR OIL COMPANIES, 1966-75

{In millions of doliars]
1st quarter :
1975 1974 1974 1973 1972 1971 1970 1969 1968 1967 1966
Total Rates of Return
Exxon 23, i 15.0 19.2 21.3 18.8 12.8 135 12. 12.5 13.3 12.6 120
Gulfda, i 12.3 16.2 17.9 j14.6 8.2 104 10.7 12.5 13.7 134 128
Mobil 4% ... ..c.civiiiiiiiinnnen 12.1 154 17.2 15.6 115 115 109 10.9 10.8 10.3 10.0
Phillipste. .. .......oiiiiiiiins 8.2 118 15.8 11.6 9.7 9.7 -~ 99 105 113 13.7 12.7
Shell¢7.. .. iiiiiiiiiiiiiianns 11.7 15.5 20.0 ,11.4 9.2 8.9 8.9 11.5 156.1 15.0 14.6
Standard of California<2®, .. ..., 10.4 146 158 i15.3 10.8 10.7 10.0 10.5 11.0 10.6 10.5
Standard of Indianat®..... 13.6 168 21.1 13.1 10.5 110 10.9 11.0 103 9.8 9.2
Standard of Ohio 22, ............. 5 5.6 6.0 7.0 4.5 6.1 78 6.6 17.1 18.2 15.3
SUN L. .. i iiiiiiiieiii e 6.4 14.9 17.9 12.2 9.1 94 8.6 9.8 113 NA
Texaco43 1B . ... .....ci.eienn 8.0 16.5 18.7 17.0 12.8 139 13.5 134 15.4 15.3 14.4
Weighted average . ............. 115 158 . 18.1 154 ... 11,2 cereriiiiiieiciieens 125 ......... .
Mathematical average 33, ......... 9.8 14.7 17.2 13.7 (e vee 104 .....iiiiiiiiinnan 132 ..........
U.S. Rates of Return

Exxon 123, L iiiiiiiiieiaen 16.2 16.6 2.0 17.6 15.3 15.3 14.0 15.0 14.0 14.1 12.1
Gult ¢3_ .. .. eevetereceeaesinren 8.4 8.4 11.4 7.1 10.2 10.7 11.0 13.1 14.6 14.5 138
Mobil 49... ..., ciciviiininnnns 5.2 7.4 10.6 10.1 9.2 9.3 10.1 10.8 104 9.8 8.5
Phillips 18, ... ......iiiiiiiiiia 6.9 12.2 16.5 10.5 113 10.2 11.2 11.8 12.6 14.8 145
Shell 47, .. ... . iiiiiiiiiiiiennas 13.1 17.1 21.7 12.6 10.1 9.7 9.4 114 149 144 14.4
Standard of California*2s, .. . ... 2.8 7.1 9.1 5.6 6.4 6.0 6.3 7.4 74 7.0 .
Standard of Indiana 12........... 14.6 16.4 21.6 14.9 12.1 11.0 12.2 12.6 119 124 115
Standard of Ohio ! 2, ... .......... .5 5.6 6.0 4 1.6 7.2 S. 154 15.7 12.7
Sunt............ Meeieereseatanens 6.8 14.0 18.1 12.1 12.5 12.6 116 124 15.7 NA
Texaco 42, .. ... ... ..iiiiiiiiiaan 6.0 6.2 10.4 11.6 12.3 12.2 12.7 12.0 16.9 16.9 16.4
Weighted average ™, ............. 9.2 105 14.2 11.3 .. 108 ....iiiiiieiee 129 ......... .
Mathematical average **.......... 8.1 11.1 14.7 107 (i 106 .........cieiivina 133 ...

Seo footnotes at end of table.
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Foreign Rates of Return

Exxond23 e 14.3 20.8 20.9 19.5 12.3 12.5 11.6 10.8 128 118 119
GulfE ittt 18.9 11.4 27.1 24.7 53 10.0 10.0 11.4 12.1 114 108
Mobil4? ... .. ... .. 21.6 25.9 25.9 21.2 14.1 14.2 12.0 10.9 114 108 119
Phillipste............ N 11.2 11.0 145 14.2 5.2 8.2 5.2 5.2 49 79 3.2
Shell¢?..............cceeeiininil, (Loss) (1004) (100+4) (100+) (1004) (1004+) (100+4) 1004+ 100+ 1004 00+
Standard of California ¢38,....... 21. 25.3 25.5 29.7 17.8 19.0 17.8 17.5 19.4 19.0 17.3
Standard of Indianat3,.......... 11.2 17.7 199 8.4 6.3 11.1 7.7 6.5 5.4 6 ...
Standard of Ohio 125 ... ......... *) ®) ®) 79.7 1424 73.4 41.2 55.9 41.7 55.2 §3.6
SURL. . .. iiiiciiiiiiieiiieiaeaa 4.4 17.4 17.4 12.4 3.2 34 1.0 (19 g‘*) NA
Texaco4213 ... . ... ... ........ 10.0 27.3 27.3 229 133 16.0 14.6 15.7 13.0 129 114
Weighted average &t.............. 14.8 234 23.7 204 ..., 116 ..., 118 ..........

14.2 218 223 19.2 .. 100 ...t 106 ..... ceees

Mathematical average 3..........

1 Rates of return are for petroleum operations only.

1 Rates of return are caicuiated on average net assets.

8 The total ﬁgn'xra represent the return for the total corporation. The break-
downs:into U.S. and (orei&n segments returns are based on some arbitrary
assumptions concerni e aliocation of the corporation's financing and of
headquarters’ net assets and administrative costs.

< Rates of return are for total corporate operations.

s Post-1973 foreign investment is negli?i ie.

¢ The net asset data (stockholders’ eciu ty) used in computing the rates of
return were obtained by allocating Phillips’ total stockholders’ equity among
Lt: gmeﬁ:g segments on the basis of capital employed, as requested by the

7 Rates of return calculated on net asset data representing stockholde:s’
investment at the inning of the year.

¢ Rates of return calculated on end-of-year net asset figures.

% Mobil 1975 return is for petroleum operations on ; all other years’
returns are for total corporate opsrations. First quarter 1 75 foreign income
Ln’c‘u&::s‘ $40 million inventory profit.

oss.

it Weighted we;a&e refers to total companies’ return as a percentage of
total companies’ agsets. - i R

# Mathematical average is the average obtained by adding the respective
rates of return and dividing the number of companies shown, except that
gg‘ foreign rates of Shell and Standard of Ohio are omitted to avoid distor-

g T:xaco first quarter 1975 foreign income includes $9 million inventory

()
*1974 return computed as if only cost depietion were aliowable.

Note: First quarter 1975 returns are based on assets as of January 1, 1975.
Annuatization of first quarter earnings rateis not to be construed as an esti-

o.é’m‘%{ﬁm"&'&.w lied by the 10 major oit compenies in responee
to a guestionnaire from tgg Sen.:!e Finance Committee asking for profit
data m petroleum operations. 5 of the compan reporuc] profits on
pet;alggg:. operations as requested. 5 companies reported total corporate
pro!

Ofthe 5 nies total Mobil, Guif, Shell, and
Standas of Cormis S alLAted IheE e PoEetoe Sorton St e
business was rolativol{ insignificant and its inciusion should not therefore
create any distortions in the data.

Source: R ses from the 10 major oil companies listed above to a
questionnaire from the Senate Flmneohéommtttec. The question as stated
by the Finance was: “What was the overail rate of return, after
taxes, which company realized on stockholders, in nt devoted to

your vestme!
tion, deveto uction, manufacturing, transportation and
Ot B T onues o ohe United States (and abroad)r~
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TABI’.E 2.—NET INCOME, NET ASSETS, AND RATES OF RETURN FOR 10 MAJOR OIL COMPANIES, 1975 (1st quarter), 1974, 1973, AND 1970

: {Oollars in millions]
1st quarter 1975 1974 cost
(annualized)* depletion 1974 1973 1970
Rate of Rate of Rate of Rate of Rate of
return roturn return return
Net Net (per- Net (per- Net Net (per- Net Net (per- Net Net

income assets cent) income cent) income assets cent) income assets cent) income assets

Total.......... . 516 13,760 15.0 2,387 2319.2 2,638 112402 2321.3 2,300 112,254 3318.8 1,267 110,055 32126
United States s, .. 216 5,333 16.2 770 16.6 1.02 4,647 22.0 830 4,716 17.6 587 4,193 14.0
G "Foremn D ves 300 8,427 14.3 1,617 20.8 1,617 7.755 20.9 1,470 7.538 195 680
ulf:
Total............ ¢ 195 6,329 12.3 953 716.2 ¢1,065 ¢6,329 1179 €800 ¢5,569 714.6 ¢550 ¢5,279
United States..... 84 3,977 8.4 289 8.4 401 3,977 11.4 + 226 3,029 7.1 359 3,270
Mobfﬁfqign. terescenns 111 2,352 18.9 664 27.1 2 ,352 27.1 574 2,540 24.7 191 2,009
otal............ 1159 5,243 12.1 €936 2154 1,047 ¢u 6 436 117.2 €849 ¢5,715 156 ¢483 ¢4,
United States..... 39 3,019 5.2 256 7.4 366 128 10.6 275 2,775 10.1 247 2,513
Phi lfé L1 TR, 120 2,224 21.6 680 25.9 681 2.311 25.9 574 2,939 21.1 235 2,027
illips:
&; otal............ $34 101,633 8.2 174 11.8 $233 2% 1,473 15.8 152 *w» 1,309 11.6 0124 11,245
Unued States. ... 19 1,094 6.9 120 12.2 162 982 16.5 96 911 10.5 11 982
sm"orﬁg ....... veee 15 539 11.2 54 11.0 71 491 14.5 56 398 14.2 4 264
............ 105 su3,560 11.7 ¢479 15.5 $621 ¢u 3,095 20.0 €333 ¢un 2925 11.4 +237 12,668
Un!ted States. 115 3,489 13.1 524 17.1 666 3,066 21.7 .370 2,920 12.6 249 o
......... .. €10) 70 (57.0) 45) (100+) 4%5) 29 (1004) 37 S (100+4) (12) 1 uoo+
s,
ornia:
Total......... ¢ 169 ¢6450 10.4 891 214.6 $970 ¢126,450 2158 $844 25806 1153 ¢ 455 124,646
United States.. 27 3,843 2.8 255 7.1 327 3,843 2.1 184 .374 5.6 3,098
reign........... 142 2,607 21.6 636 25.3 2,607 25.5 660 29.7 261 1,548
Standard of Indiana. .
Al i eeaeen *158 04644 13.6 *701 116.8 *881 94644 :21.1 *466 93,722 213.1 %320 $3,039
United States..... 120 3,289 14.6 485 16.4 638 3,289 21.6 381 2 629 14.9 258 2,188
.......... 38 1,355 11.2 216 17.7 243 1,355 19.9 85 1.094 8.4 62 851
Sundard of Ohio:
Total........... 2 11,103 5 ¢ 58 25.6 w63 161,045 26.0 * 69 1992 t7.0 w68 » 866
Unlted States..... 2 1,103 .5 5.6 63 1,045 6.0 45 962 4.6 60 846
24 30 79.7 8 20

FOreign 18, .. ... ..ciiarecnonrcannsancassoness P ceseas teetirasecscerasvasnsosans ceveserasene
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Sun Oil:
Total............ *33 2,091 6.4 %312 14.9 *375 02,091 17.9 9225 +1,845 12.2 %138 1,612 8.6
United States ... 27 1,550 6.8 217 14.0 280 1,550 18.1 144 1,185 12.1 134 1,154 11.6
Te Foreign ¢, .. ..., .. 6 541 4.4 95 17.4 95 541 17.4 81 660 12.4 4 458 1.0
X&CO .
Total........ cie. U178 69,003 8.0 ¢1,401 216.5 1,586 8,498 218.7 ¢1,292 ¢7584 32170 €822 ¢6,088 2135
United States..... 73 4,761 6.0 268 6.2 453 4,352 10.4 454 3,925 11.6 460 3,614 12,
10 .cior:‘aigg. ol 105 4,242 100 1,133 27.3 1,133 4,146 27.3 3,659 362 2,474 1
ul‘ﬁl;o:s.%gg%gégus B593TSE 9488 TS24 I8 Y8507 47321184 adEd 40,038 T TiB
Foreign........... 7 22,357 148 "'3.242°°7°°108°°7"4.377 730,876 T 1427 3,008 726,520 T 11.37 7 2,658 24,525 """ 108
ceseessecrnan trececsscacees . 5 3. 5,111 21,587 23.7 4,325 1,20 20. 1,805 15,514 116
t Average of beginning and ending year. The allocation of petroleum net 8 Post-1973 foreign investment is negligible.
assets een United tes and foreign was calculated by determining the ® U.S. income and assets are for eum operations only; foreign in-
relationship between total return on capitai employed to the total return on  come and assets include all foreign operations.
sha;'ehold?r tehq:gys.a:‘d‘d .F%g'e A nngothe rt?ct’ios'tr;g: obt:ier;ed to total capital 7 Texaco tirst quarter 1975 includes $9 million toreign inventory profit. .
empioyed in . n: pecti . .
TAll rates of return are caiculated on average net assets. Note: Data in this table were R e P o o es in

3 Return on shareholders’ equity. The total figures represent the return
for the total on. The breakdowns into U.S. and Foreign segments
returns are based on some arbitrary assumptions concernin allocation
g!. tt?e cor:toration‘s financing and of headquarters’ net asugs and adininis-

ve costs.

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

s Foreign net income, assets and rates of return are for petroleum and
natural gas o tions gglx.for 1973, 1974, and 1975, and for all Exxon
foreign openﬁons for 1 70. Petroleum profits represent about 92 per-
cent of 1973 total foreign profits.

¢ All income and asset data are for total corporate operations.

7 All rates of return are caicuiated on average net assets.

s Before extraordinary writeoff. i

* All income and asset figures are for petroleum operation only.

19 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 o ratlng‘::?ments on the basis of capital employed.

f’;hellynet a data represent shareholders’ investment at the beginning
of ear.

12 All'net asset figures are end-of-year figures.
# Mobii first guarter 1975 includes million foreign inventory profit.
“ Includes Puerto Rico in foreign prior to 1974.

. as of January 1, 1

response to a questionnaire from
profit data from petroleum operations. Five of the

companies reported
profits on petroleum operations as requested. nlg: reported tota!

“&oﬁ?et%gom d:lt:s' reporting total co profit, Mobil, Guif, Shell, snd
Standard of California ail indicaced the nonpetroleum of their

business was relatively insignificant and its inclusion should not therefore

create any distortions in the data.
However, due to these variations in roporetlnn by the 10 nies, the 10-

compa
company totat figures at the end of the reprasent only 8 general of
magaitude of net income and assets and rates of return.
1974 cost on column shows 1974 return computed as if only cost
depietion were allowable for income tax pu

et assets for gurpms of 1975 first quarter computation are s'ated
75 in all cases. Annualization of first quarter earnings

rate is not to be construed as an estimate of the 1975 earnings rate.

Source: Responses from the 10 major oil companies listed above to a ques-
tionnaire from the Senate Finance’“Comwﬂtte.. The question as stated
by the Finance Committee was: “What was the overail rate of return, after
taxes, which your company realized on stockholders’ investment devoted
to exploration, develo; nt, production, manufacturing, tfanspomuong'
and marketing of petroleum products in the United States (and abroad)?*
Prepared b san Dovell, research assistant, Division, Con-
gressional Research Service, Library of Congress.
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TABLE 3.—EFFECTIVE TAX RATES PAID BY 10 MAJOR OIL COMPANIES, 1965 TO 1974—-INCLUDES ALL

TAXES, OTHER THAN EXCISE TAXES, PAID TO FEDERAL, STATE, LOCAL, AND FOREIGN GOVERNMENTS
: - {in Percent]

1969 1968 1967 1966 1965

1970
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10-company average?.....

448 429 ................ 424 ................ 356 ....oiinnnnn..
Foreign: : i

EXXON...oiviiiiiiiiennanans 8.2 837 870 844 854 854 831 844 838 827
Gulf................ooo 81.7 721 880 79.1 732 696 670 679 638 634
Mobil........ Creeereeanaans .. 798 679 713 713 655 670 664 578 54.7 53.7
Phillips®..... Cereiiireeeaaae B0.3 i i e e ettt erae ettt i eaiaan
Shellt.......... feeeiseeaeaas - 2 S
Standard of California....... 67.2 614 712 693 674 660 61.7 556 262 252
Standard of Indiana®........ 669 613 221 101 48 ................ 577 95.7 ........
Standard of Ohio*........... 4 = T et ettt ey
SuUN3. .. 79.1 592 776 77.1 930 ................ NA NA NA
Texaco.....oooveevevnnennnnn. 8 805 846 805 793 794 816 804 NA NA
-10-company average®...... 845 778 ..., 794 ................ 782 ...l .

1 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.

2 This average includes total company income and total taxes
paid by the companies. .

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 com-

panies reporting total profit data, Mobil, Gulf, Sheli, and Standard of
California, all indicated that the nonpetroleum portion ot 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 ittee 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 governmaents,
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 nts.
This reciprocal is shown above in the tables. Caution: is not the
effective tax rate paid to the U.S. Government.



TABLE 4.—RATES OF PROFITABILITY OF SALES, OF TAXES, AND OF EMPLOYED CAPITAL FOR 10 MAJOR
OIL COMPANIES, 1974, 1973, 1970, AND 1967

{in millions of dollars)

| T U VR ...
Company Net income Sales pro c.xf sal Lti-' t:::segcnse) pro ::fa ‘xg‘ g.g:al emgl‘:‘y:u

A 1974

Exxon:

Total................. 2,638 41,970 6.3 11,836 18.2 14,732 4195
United States.......... 1,021 10,780 9.5 817 55.5 5,044 20.5
Foreign................ 1,617 31,190 5.2 11,019 128 9,688 19.0

Guif:
~ dotal................. 51,065 817,952 5.9 83,229 - 248 58,439 ‘146
United States.......... 401 7,280 5.5 273 59.5 4871 9.8
. Foreign................ 664 10,672 6.2 2,956 183 3,568 20.2
Mobil:

Total................. 51,047 519,136 5.5 52,961 26.1 58147484 +<¢»]14.7.

United States.......... 366 6,114 6.0 272 57.4 4,168 9.3

Foreign................ 681 13,022 5.2 2,689 20.2 3,316 »21.6




Phillips:

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

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

Shell:
T

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

Standard of Ca_\lifornia:

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

Total.................
Foreign................
Total.................

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

See footnotes 2t end of table,

881,977

$233 4,234 4.9 ©324 392 1126
162 3,126 5.2 142 53.1 1,317 12.8
71 1,108 4.0 182 19.7 660 12.3

5621 $7,708 8.0 5 480 56.4 194,006 «16.0
666 696 8.6 525 55.9 4055 = 173 -
(45) 12 ., 45) 502 41  (1004)

sug7Q su17,191 56 511,573 38.1 $u7465  <14.0

327 5,478 6.0 258 55.9 4,569 . 8.0
643 11,713 5.0 1,315 3238 . 233

$881 9,063 9.7 ¢1,046 45.7 ¢6,151 «15.8
638 7,097 9.0 554 53.5 4,498 15.4
243 1,966 12.4 492 3 1.653 17.1
¢72 1840 39 +51 585 ¢11,715 *)
63 1,754 36 26 70.8 1,715 13

9 86 10.7 25 26.5 i) 9




TABLE 4.—RATES OF PROFITABILITY OF SALES, OF TAXES, AND OF EMPLOYED CAPITAL FOR 10 MAJOR
OIL COMPANIES, 1974, 1973, 1970, AND 1967—Continued

f'?fé'erof T oth f'?a'é?iof Em. ;;mﬁ?:&’ug
Company . Net income Sales pro éf sa‘lgg msegdé; mt.af taxetgl glag;ld ° mg?fm
1974
Sun Oil: B ' -t

Total.... by eereenaenas ¢ 375 ¢3,771 29 ¢ 620 37.7 ¢ 15 3 089 +129 <
United States.......... 280 3,192 8.8 263 51.6 2,440 12.2
Foreign................ 95 579 16.3 357 20.9 649 15.6

Texaco:

Total................. 51,586 ¢ 23,056 69 3519395 144 510,446 ¢+ 15.2
United States.......... 453 7.612 6.0 423 51.7 5,509 82
Foreign................ 1,133 15,444 7.3 8,972 11.2 4,936 23.0

10-company total:

Total®............... 9,488 145,921 6.5 31,515 23.1 65,594 158
United States.......... 4,377 60,129 7.3 3,553 55.2 38,186 12.2

Foreign................ 5,111 85,792 6.0 27,962 15.5 27,407 203



1973 >
Exxon:

Total....ooovvvn., 2300 26,750 86 8,180 219 13,779 <184
United States®......... 830 7265  11.4 608 57.7 4,877 17.2
Foreign®............... 1470 19, '485 75 7,572 16.3 8,902 19.1

Gulf: ‘

Total. ..oooeveennn.. +800 59,836 81 1641 328 +7,670 117
United States.......... . 226 4,619 4.9 157 59.0 3,885 6.3
Foreign................ 574 5.217 11.0 1,484 279 3/785 175

Mobil: o

U T 5849 511,526 74 1,409 376 3%10,690 ** 138
United States.......... 275 3,930 7.0 195 58.5 4,894 8.8
Foreign................ ‘ 574 7,596 7.6 1,214 3211 5797 =193

Phillips: 7

Total. ..o 6152  €2270 15.8 6122 196555  ¢313860 +94
United States.......... T 96 1,861 5.1 97 50.0 1,295 86
Foreign................ 56 409 9.0 24 70.0 '565 11.2

Shell: -

Total.....ovvvvnn. .. 5333  £4,932 6.7 s 257 56.4 513951 192
United States.......... 370 4,932 7.5 s 291 56.0 3,946 10.2
Foreign................ : [ 7 T (34) 52.4 4 (100+)

See footnotes at end of table.
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TABLE 4.—RATES OF PROFITABILITY OF SALES, OF TAXES, AND OF EMPLOYED CAPITAL FOR 10 MAJOR
OIL COMPANIES, 1974, 1973, 1970, AND 1967—Continued

Rate of Rate of proﬂ%ﬁ
‘ profitability Taxes (other profitability Employed of employed
Company Net income Sales of sales than excise) of taxes! capital capital
1973
Standard of California:

Total..... e s 844 17 762 109 111,226 408 ¢:1126870 ¢13.5
United States.......... 184 3,538 5.2 178 50.8 4,126 5.2
Foreign................ 660 4,224 15.6 1,048 38.6 2 744 26.7

Standard of Indiana: A

Total................. ¢ 466 ¢ 5,697 8.2 ¢ 408 53.4 ¢ 4,967 +10.7
United States.......... 381 4,663 8.2 272 58.4 3,401 12.4
Foreign................ 86 1,033 8.3 136 38.7 1,566 6.8

Standard of Ohio:

Total..... e, ¢ 52 ¢1,225 4.3 ¢ 52 499 s14] 419 *)
United States. ......... 45 1,181 38 42 51.5 1,419 5.1
Foreign................ 7 44 16.9 10 419 9 &)

SOy

ol
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Sun Oil:

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

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

Texaco:

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

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

10-Company total:

Total?®...............

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

Foreign®...............

Gulf:

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

Sec footnotes at cnd of table.

6225 ¢2,201 10.2 ¢ 265 459 12,735 ‘9.1
144 1,860 7.7 146 49.5 2,023 8.1
81 341 23.9 119 40.8 712 11.8
$292 *% 11,248 115 53,736 25.7 +1#9.251 4148
454 4,304 10.5 269 62.8 4,729 10.4
838 6,944 12.1 3,467 19.5 4,521 19.3
5,306 83,403 88 17,286 29.7 63,192 136
1,005 38,153 7.9 2,255 57.1 34,689 9.8
1,302 45,249 9.5 15,030 22.2 s 18.6
1,267 17,842 7.1 4,447 1922.2 12,765 ‘11.1
587 5,491 10.7 460 56.1 4,754 12.5
680 12,351 5.5 3,987 14.6 8,011 10.3
¢550 *6,597 8.3 ¢ 687 44.5 $7,397 8.7
359 3,881 9.3 166 68.4 3,991 9.8
191 2,716 7.0 521 26.8 406 7.4

[ = —



TABLE 4.—RATES OF PROFITABILITY OF SALES, OF TAXES, AND OF EMPLOYED CAPITAL FOR 10 MAJOR

OIL COMPANIES, 1974, 1973, 1970, AND 1967—Continued

Company

Net income

profmbtlity Taxes (other proﬁhbshty
of sa than excise) of taxes!

Rate of
profitability

Employed ofemployed

1970

Mobil:

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

Phillips:
To

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

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

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

..........

.................

oooooooooo

..........

------------

514,386

..........

s 639 43.0 +9.8
195 55.9 9.0
444 345 10.8

€109 1532 ‘8.1
112 49.5 9.0

3) 1273 48

5202 54.0 513,379 «7.7

°213 53.9 8.0
12) 51.5 1  (100+4)

51696  39.5 51125392 $9.2
156 55.4 - 5.8
540 32,6 162

14



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

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

Standard of Ohio:

Tofal................

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

Sun Oil:

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

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

Texaco:

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

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

10 Company total:

Total#0..............

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

See footnotes at end of table.

©4,216

58.9

6 320 7.6 243 ¢ 4,056 +89
258 3,666 7.0 240 51.9 3,049 9.5
62 '550 112 3 95.2 1,007 71
¢63 ©1,071 5.9 $26 708 °u11,188 ¢5.7
60 1,046 5.8 22 73.4 1,177 5.5

3 25 10.7 4 39.7 11 29,6
€138 ¢1,686 8.2 ¢ 183 430 12,290 «6.7
134 1,503 8.9 125 51.7 1,721 8.4
4 183 2.4 58 7.0 '578 1.6
5822 316,239 132 51,654 332 . 517,190 «12.0
460 3,092 14.9 266 63.4 4,159 11.6
362 3'147 115 1,388 20.7 3,031 12.5
4,457 54,774 8.1 8,882 33.4 53,367 9.7
2,659 29,621 9.0 1,955 57.6 31,316 9.5
1,798 25,153 7.1 6.926 20.6 22,051 10.2




TABLE 4.—RATES OF PROFITABILITY OF SALES, OF TAXES, AND OF EMPLOYED CAPITAL FOR 10 MAJOR
OIL COMPANIES, 1974, 1973, 1970, AND 1967—Continued

Rate of Ra‘e of ;m':&R!;a“bt:l:gy‘r

profitability Taxes (other pfoﬁtabmty Employed of employed

Company Net income Sales ot sales than excise) of taxes! capital capita;
1967
Exxon: -

Total................. 1,119 14,165 7.9 3,642 w235 10,285 $11.7
United States=......... 504 4,378 11.5 326 60.7 3,861 13.1
Foreign®............... 615 9,787 6.3 3,316 15.6 6,424 109

Gulf:

Total................. £578 $5,110 11.3 £ 524 52.5 £5,452 1114
Unitad States.......... 412 NA NA -173 70.4 3,306 NA
Foreign................ 166 NA NA 351 32.1 2 146 NA

Mobil: ’ '—

Total................. 385 55,899 6.5 s 379 50.4 6,224 ‘0.4

United States.......... 210 2,518 8.3 138 60.3 3,346 88

Foreign................ 175 3,381 5.2 240 42.2 2,878 10.4

P R o B —

;-.



Phillips:

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

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

Shell:

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

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

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

Standard of Indiana:

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

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

Standard of Ohio:

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

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

SunOil®.................

See footnotes at end of table.

€155 ¢1,646 8.9 112 ¥ 58.1 ¢%1,668 ¢104

141 1,534 8.9 116 54.9 1,404 11.1
‘14 112 9.1 €)] 127.3 265 6.4
5285  #3,088 9.2 t161 63.9 %2451 ‘$123
274 3,059 9.0 153 64.2 2,450 11.8
11 29 36.7 8 56.9 1 100+
81409 °*" 3,467 11.8 #1383 51.6 *4124,530 ‘99
191 2,391 8.0 110 63.5 3,267 3,5
218 1,076 20.3 273 44.4 1,263 18.5
€264 *3,376 7.8 ©183 59.1 ¢ 3,296 +88
261 3,083 8.5 178 59.4 2,615 10.8
-3 293 1.2 5 42.3 682 8
*63 ¢ 533 11.8 *49 56.2 ¢4 466 +14.5
57 492 11.6 43 57.0 443 13.6
© 6 41 14.6 6 49.2 23 31.7
W
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TABLE 4—RATES OF PROFITABILITY OF SALES, OF TAXES, AND OF EMPLOYED CAPITAL FOR 10 MAJOR
OIL COMPANIES, 1974, 1973, 1970, AND 1967—Continued

f‘«?btﬁ o T. ther f"::gﬁ'of Employed o?mﬁ gb‘pt:zedg
Company Net income Sales pro :af sal.etz t;ax:seg‘::ise) WO:” tax'ens't ggtal mcapttal
1967
Texaco: .
Total................. £750 35175,164 . 145 £1,220 38.1 518 5,805 ‘134
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- Companx‘ total:
Total #............... 4,002 =37,297 210.7 6,647 37.6 40,154 11.2
United States.......... 2,544 20,106 12.7 1,404 64.4 24,104 11.2

Foreign................ 1 1459 17,191 8.5 5,243 21.8 16,052 11.0

81



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

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

3 Foreign net income, sales, taxes and capital employed data are
for petroleum and natural gas operations only for 1973 and 1974
and for all Exxon foreign operations for 1970 and 1967.

¢ Based on adjusted net income (i.e., includes after tax interest
effect of long-term debt.) . .

s Net income, sales, taxes, and employed capital figures are total
corporate figures.

¢ Net income, sales, taxes and employed capital figures are for
petroleum operations only. .

7 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 statements. ‘

8 Comprises stockholder's equity plus long-term debt.

9 U.S. taxes exclude that portion of U.S. taxes incurred in foreign
operations for the years 1970 and 1973. These amounts are shown as
foreign taxes.

19 Employed capital shown is beginning ot the year balance of share-
holders’ investment and long terin debt.

1 Company and majority-owned subsidiaries only.

1 |ncluding long-term debt.

13 [ncludes interests in nonsubsidiary companies.

14 Average borrowed and invested capital.

18 Defined as total assets less current liabilities.

1% Foreign data includes Puerto Rico prior to 1974.

17 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.

1% Average invested capital.

1 The rates of profitability of taxes for years prior to 1974 for
Exxon and Phillips were calculated using the income and tax data
su:glied by the two companies.

he domestic data supplied by Standard of Ohio is included in
the total figures for the 1 pany total, even though foreign data
was not available. '

31 No data was provided by Sun Oil for years prior to 1968. -

2 Since U.S. and foreign breakdowns of Guif’s sales data are not
available prior to 1968, Guif has not been included in the 10-com-
pany total sales column for 1967, in order that the total, U.S. and
foreign rates of profitability of sales will be comparable.

3 Without the $150,000,000 foreign currency translation factor in
1_9363.1?13 laeisnt.retum would have been 14.8 percent and worid-
wi .6 percen

3 Subsequent to the sale of all Canadian assets in 1972, the capital
employed consists of an insignificant amount related to Standard of
Ohio’s five-twelfths of 1 percent interest in the lranian oil consor-
tium. A caiculated roturn on capital employed for 1973 and 1974
w%u:g b‘e :&g&ingless as to foreign operations.

egligi

2 Excluding foreign inventory profit or $325 million in 1974, the
foreignt.retum would have been 11.8 percent and woridwide 10.4
percen

Note: Data for this table have been supplied by 10 major 0. com-
panies in response to a questionnaire from the Senate Financx Com-
mittee, asking for rates of profitability of sales, ot taxes, othe- than
excise taxes, and of total investment, inciuding borrowed capnal. 4

of the companies reported this information for petroleum operations
only, while 6 reported total corporate operations. (See headnote to
table 1 for explanation of these differences. '

In addition, in determining the rates of profitability of employed
capital, the companies based their rates on adjusted net 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 protitability of employed capi-
tal for the 10-company total.

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

)



TABLE 5.—TAXES OTHER THAN EXCISE TAXES PAID IN 1974

{in millions of dollars]
Em&l:yn; Produc- State
Federal taxes tion and income and Ad
income (Federal severance franchise valorem Foreign  All other
Company taxes and State) taxes taxes taxes taxes taxes Total
on.

Total........ooveeneiiat.. 518 103 166 35 147 '6915 3952 11,836
United States................ 518 26 132 35 8 .......... 17 817
Foreign..................c il 77 34 .......... 58 '!6,915 3,935 11,019

Gulif: S

Total........ciit. 61 24 156 57 64 2,689 178 3,229
United States. ............... 61 24 67 57 48 .......... 16 273
Foreign. ...ttt 89 .......... le 2,689 162 2,956

Mobil:

Total....................... 86 57 46 30 85 1,645 1,013 2,961
United States................ 86 29 44 30 71 ... 13 272
Foreign...........ooiiiiiiiiiiiinnn. 28 2 .......... 14 1,645 1,000 2,689

Standard of Indiana: -

Total...........oooiiiat. 218 42 109 11 63 3468 135 1,046

United States................ 269 34 86 11 58 .......... 96 554

Foreign...................... (1) 8 23 .......... 5 31468 39 492




Standard of Ohio:

L Total.......covvvviinnnnn, 4) 8 19 4 23 .......... 1 51
F I United States................ 4) 8 5 4 12 .......... 1 26
; '{ FOreign. ..o oviiii et 14 .......... 11 . 25
Sun Oil: }

Total.......ccvvvviniin... 110 16 146 6 38 «258 46 620
United States................ 121 15 42 6 34 .......... 45 263
Foreign............ccovvvnnn. (11) 1 104 .......... 4 +258 1 357

Phillips:

Total...........ooiviinat. 53 11 24 9 26 196 5 324
United States................ S <Y 11 24 9 26 .......... 5 142
Foreign...................... (). . 196 .......... 182

Shell:

Total........ccovvviinia... 276 25 66 29 63 1 20 480
United States................ 322 25 66 29 63 .......... 20 525
Foreign...................... @6).............. .8 1.......... (45)

Standard of California:

Total......covvvieiinnn, 56 26 47 18 87 %647 692 1,573
United States.......... ..... 76 23 47 18 76 .......... 18 258
Foreign...................... (20) R 11  2¢647 674 1,315

See footnotes at end of table.

13



TABLE 5.—TAXES OTHER THAN EXCISE TAXES PAID IN 1974—Continued
[in millions of dollars]

Employ-
ment Produc- State
Federal taxes tion and income and Ad
income (Federal severance franchise valorem Foreign  All other
Company taxes and State) taxes taxes taxes taxes taxes Tota'
Texaco: s

Total......oovvviiiiia... 73 82 162 20 72 7,333 1,654 9,396
United States................ 73 30 160 20 59 .......... 81 423
Foreign..........coiviiiiiiiiiiennnnn. 52 2 .. 13 7333 1,573 8,973

10-company total:

Total.......oovvviiine... 1,447 394 941 219 668 20,152 7,696 31,516
United States................ 1,589 225 673 219 536 ....... e 312 3,553
Foreign............ccovvvtnen (142) 169 268 .......... 132 20,152 7,384 27,963

1 Estimated credit utilizable in 1974 is $1,300. $ This schedule includes interests in nonsubsidiary companies.

3 Estimated credit utilizable in 1974 is $499. ¢ Excludes company’'s share of taxes paid by affiliates such as
3 Estimated credit utilizable in 1974 is $205. Aramco and Caltex.

¢ Estimated credit utilizable in 1974 is $112. 7 Estimated credit utilizable in 1974 is $836.

(44
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TABLE 6.—SELECTED FINANCIAL DATA, DIVIDED INTO DOMESTIC AND FOREIGN OPERATIONS OF 10 MAJOR OIlL. COMPANIES FOR 1974
AND FOR 10-YR. PERIOD, 1964-73

{in millions of dollars]

Capital expenditures and oration

Copita Miu‘s't‘ed expense as percent —
expendi- Adjusted anmpi&’l oom‘ ings
e:f&'&'.ﬂgg Net Exploration (eo‘iam"s’g Capital (eotrumns X Inco'::: :ﬁm < m?.gvplul
Company expense income expense and 3) recovery and 5)e- (1+2) (1-3) (1-:3
(€5 ) 3 (C)) 5) <6) @) (8). )
1964-1973 ‘ ‘
Exxon:3 .

Total...coiveiiinnieaniannnnns 17,450 13,119 2,208 15,327 7,955 23,282 133.0 1139 75.0
United States................... 7,031 5,579 1,265 6,844 3,361 10,105 126.0 102.7 69.6
Foreign......coeeeeviceccenncnns 10,419 7,540 943 8,483 4,694 13,147 138.2 1228 79.3

Gulf:

Total..cceeiiniiiiiietinaennes 9,065 5,539 1,112 6,651 4,240 10,892 163.7 136.3 83.2
UnitedStates................... 4,964 3,443 525 3,968 2,690 6,658 144.2 125.1 74.6
Foreign......ccoiviiiinnnncnnens 4,101 2,096 $87 2,683 1,550 4,234 195.7 152.9 96.9

Mobil: : . , ; "

Total..oooeiiiiiiiinennneanes 8,323 4,698 1,146 5,835 3,556 ) 9,394 177.1 .142.6 R 88.6
United States......... P 4,706 2,146 570 2,716 2,114 . 4,831 219.3 173.3 97.4
Foreign......ccceevveceeinnannn. 3,617 2,543 576 3,119 1:542 4,563 142.2 116.0 79.3

Phillips:2 '
otal...c...oiiiiiiiiiiitieiens 2,738 1,290 31134 . 1,423 1,535 2,959 212.2 192.4 92.5
+ United States................... 1,831 1,124 - 84 1,208 1,178 2,386 1628 151.6 76.7
Forelgn........ccovveveeennnnen. 907 166 50 21% - 357 573 547.0 421.1 158.4

Ses footnotes st end of table.



TABLE 6.—SELECTED FINANCIAL DATA, DIVIDED INTO DOMESTIC AND FOREIGN OPERATIONS OF 10 MAJOR OIL COMPANIES FOR 1974

AND FOR 10-YR. PERIOD, 1964-73—Continued
[In millions of dollars]

Capits! expenditures and exploration
percent

Adjusted expense as
Capital earnings Miustod
expendi- Adjusted capital earnings
tures and esrnings recovery Net Adjusted ond coapi
exploration Net Exploration (columns 2 Capital (columns 4 income earnings
Company expense income expense and 3) recovery and 5) ¢ (1+2) (1+8) (1:3
Q) ) 3) @) (&) ) ) @) )
Shell:

TJotal......cc it 6,461 2,650 876 3,526 3,265 6,791 2438 183.2 95.1
United States................... 6,282 2,709 794 3,503 3,177 6,680 232.0 179.0 94.0
Foreign................cccveeee. 179 (59) 82 23 88 . 111 ............ 7004 161.0

Standard of California:+

Total......oviiiieiviiiirennnas 7,277 4,718 1,204 5,922 3,046 8,968 154.2 1228 81.1
United States................... 5,071 1,939 799 2,738 2,500 5,238 261.0 185.0 97.0
Foreign........occavvincvnnnnnes 2,106 2,779 405 3,184 546 3,730 76.0 66.0 56.0

Standard of indiana:3
Total.........c.ccviiieninnnnn. 6,617 2,971 1,514 4,485 2,987 7474 222.7 1475 88.5
United States................... 4,572 2,619 958 3,577 2,507 6,085 174.6 127.8 75.2
Foreign.........covveininnnnenns 2,044 352 556 908 480 1,389 580.9 225.0 147.2
Standard of Ohio:* ‘

Total...ooiiiiiiiii it 1,133 485 40 525 385 911 233.6 2158 124.3
United States................... 1,109 431 32 463 366 830 257.2 239.2 133.6
Foreign..........ccovvvivvnnnnnn 24 54 8 62 19 81 379 29.1

43.6

e S S



Sun Oil:28
Lo Total 2,006 982 291 1,273 830 2,103 204.2 1573 95.4
. UnitedStates................... 1,508 884 215 1,099 697 1,796 170.5 137.2 84.0
Foreign........coovveneniennnaens 498 o8 76 174 133 307 508.1 286.2 162.2
Texaco:

B 1+17: | F 9,407 8,033 545 8,576 3,423 12,000 117.1 109.6 783
UnitedStates................... 5,970 4,415 542 4,956 2,171 7,127 135.2 120.5 838
FOreign. .......occvevuviaenenens 3,437 3,€18 3 3,620 1,252 4,873 95.0 94.9 70.5

19741
Exxon:?2

Total........ooviiiiiiiiiieaes 3,072 2,638 328 2,966 1,193 4,159 116.5 103.6 73.9

United States................... 1,248 1,021 148 1,169 523 1,692 122.2 106.8 738
~ Foreign..........cooiiieiiiniin 1,824 1,617 180 1,797 670 2,467 1128 101.5 739
Gulf:

Total..ov o i et i 1,654 1,065 255 1,320 609 1,929 155.3 125.3 85.7
UniteiStates................... 1,055 4901 110 511 370 881 263.1 206.5 119.8
Foreign......o.oovvvvvnecneanans 599 664 145 809 239 1,048 90.2 740 57.2

. s s e . e am e
Mobil:

Total...ooooviiviiiinnenennns . 1,639 1,047 190 1,237 570 1,808 156.5 1325 9G.7
United States................... 982 366 91 457 365 823 267.9 214.6 119.3
Foreign...........c.ocovvvennnns 657 681 99 780 205 985 96.6 844 66.8

Phillips:? !

Total...oii it 602 233 327 260 227 487 258.4 231.5 123.6
United States................... 360 162 16 178 153 331 222.2 202.2 108.8
Foreign..........ocovevivninnns 242 71 11 82 74 156 340.8 295.1 155.1

Ses footnotes at end of table.



TABLE 6.—SELECTED FINANCIAL DATA, DIVIDED INTO DOMESTIC AND FOREIGN OPERATIONS OF 10 MAJOR DIL COMPANIES FOR 1974
AND FOR 10-YR. PERIOD, 1964-73—Continued

[in millions of dollars]

Adjusted expense as w‘&?ﬁ §
Capital R earnings Adjusted
expendi- Adjusted and capitai earnings
e tion Net Exploration (columhes  Capital (colommsd  Income  eciueed and capisel
Company expexpensc income expense and 3) recovery and 5) ¢ (1+2) a‘-‘.‘-ﬁ) (lm
(¢3) (€3] ()] (C)) (5) 6) @) 1¢:)) )
Sheli: ) . .

Total...ooiviveririieiiennnnns 1,065 621 136 757 503 1,260 1710 141.0 85.0
United States................... 972 666 104 770 455 1,225 146.0 126.0 79.0
Foreign......c.ooovvvvvvnvnnnn.. o3 45) 32 (13) 48 K L 2720

Standard of California: ¢

Total..ooocoveniiieiiininennnnn 1,414 970 197 1,167 510 1,677 1458 121.1 84.3
United States................... 996 327 105 432 409 841 304.6 230.6 118.4
Foreign............c.ovivuninnn 418 643 92 735 10 836 65.0 56.9 50.0

Standard of Indiana:?

Total. .ottt i i 1,629 881 315 1,196 514 1,710 184.9 136.2 953

United States................... 1,137 638 170 808 410 1,218 178.2 140.7 93.3

Foreign..................o0iees 492 243 145 388 104 492 202.5 1268 100.0
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Standard of Ohio: ? .
Total.........ceneen ceeneneenes 672 72 1 73 53 126 933.3 920.5 $33.3
United States................... 672 63 1 64 53 117 1,066.7 1,050.0 574.4
oreign.......... ceseveenrans Ceteincesensens 1 L . L cecescsnes

Sun Oil:? '

Total......... S PO 775 375 104 479 217 696 206.9 1619 1114
United States................... 538 280 68 348 170 518 191.9 154.3 103.7
Foreign........ccooenvvennn PO 237 95 36 131 47 178 251.6 182.3 1340

Texaco:

Total.......... cececenoranenann 1,965 1,586 71 1,657 646 2,303 123.8 1185 85.3
United States................... 1,390 453 71 524 435 2960 306.5 265.0 144.8
Foreign........oovvevvenvannenns 575 1,133 ............ 1,133 211 1,343 50.8 50.8 428

1 Figures for 1974 are estimates in some cases.
2 Data for petroleum operations only.
3 Net of tax benefit.
.w‘oalt:’%t:“l;r than aet income is for company and majority owned sub-
ar )
$ 6-year total, 1968-73.
¢ Represents c.sh flow.

Note: Cash flow must cover not only capital expenditures, but also the
working capital needs and dividend requirements.

Source: esponsesfrommmoﬂmwuuumwwotoa ucstion-
naire from the Senate Finance comm. The m:d

is the total of oration s & J lnvestmom in

assets, in doﬂm..xpy'm by mﬂﬂ What is thop':. between mmmtohl cash

me?’me ?nnsfﬂod b{i dmedaﬂo{v. dcpl:tgbon .llowm. etc.) :.7"9

Ol Cormnt 7%3."1%% narvels mublighes December 50, 19' 7w -
m and Gulf ha vccorrect&u1973 data. ’
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TABLE 7.—RATES OF RETURN ON EMPLOY

ED CAPITAL FOR 10 MAJOR OIL COMPANIES, 1964 TO 1974

{In millions of dollars]
1974 1973 1972 1971 1970 1969 1968 1967 1966 1965 1964
Total: '
Exxon......c.......... 1956 184 126 124 111 11.2 119 11.7 119 114 115
Guif.................. 146 11.7 6.8 8.4 87 101 110 114 11.2 105 104
Mobil................. 514.7 2138 10.1 10.1 9.8 9.8 9.8 9.4 9.2 87 8.3
Phillips..... fvennnsnes 12.6 9.4 7.9 8.1 8.1 8.4 89 104 10.1 9.0 8.9
Shell....... e, 16.0 9.2 8.0 7.6 7.7 95 118 123 123 129 115
Standard of Cali-
formia.............. 140 135 9.5 9.6 9.2 9.6 10.1 99 10.1 9.7 8.9
Standard of Indiana.. 15.8 10.7 9.0 9.3 8.9 9.1 9.0 8.8 8.1 7.3 6.4
Standard of.Ohio............. 5.1 2.6 5.3 57 59 144 145 118 11.0 11.2
Sun......... P 12.9 9.1 7.0 7.2 6.7 7.8 8.7 NA NA NA NA
Texaco..... e, 152 148 11.2 122 120 11.8 134 134 129 126 123
Weighted average®. 158 13.6 ................ 9.7 . 11.2 ..l 10.2
Arithmetical aver-
age‘*............. 150 116 ................ 88 ................ 113 ...l 9.3
United States:
Gulf........ e 9.8 6.3 8.7 9.2 98 11.3 122 NA NA NA NA
Mobil................ 9.3 8.8 8.0 8.1 9.0 9.7 9.2 8.8 7.6 7.2 6.0

14



Phillips.............. 128 8.6 9.0 8.4 9.0 9.3 98 11.1 114 104 9.4
Shell................. 17.3 10.2 8.8 8.2 8.0 94 118 118 122 125 109
Standard of Cal- '

ifornia.............. 8.0 5.1 5.8 5.6 5.8 6.7 6.7 6.5 7.4 7.3 6.6
Standard of Indiana.. 15.4 124 10.1 9.2 95 10.1 10.1 108 9.8 9.6 8.7
Standard of Ohio..... 4.3 5.1 2.6 5.0 5.5 54 136 136 109 9.5 99
Sun.......iveeviunnnn 12.2 8.1 8.5 8.8 84 10.2 12.7 NA NA NA - NA
Texaco.......c.evuen. 82 104 108 110 116 109 149 149 146 13.7 119
Exxon.......ooooo.e. 205 172 151 141 125 135 125 13.1 120 9.9 9.5

Welghted average®. 12.2 98 .. 95 ..t 11.2 ..t 9.0

Arithmetical aver-

age‘. .............. 11.8 9.2 i 89 .. 11.3 ... 9.1

Foreign:

XXOM . ooveeerennnnnns 1.0 19.1 12.1 115 103 9.7 115 109 11.8 123 128
Gulf..............ll. 20.2 17.5 4.8 7.5 7.4 8.6 9.3 NA NA NA NA
Mobil................ 5216 2193 125 126 108 99 10.7 104 114 106 115
g& “l'li PS..vveirannnnnn 123 11 (.% 4(% 7(. 1) 4(8) 4(‘7) 4(3 604)- 3(?) 1(‘5) 6(%

el 1 \
Standard cf Callfor-
(1 11 J 23.3 272 160 168 162 165 185 185 17.0
g:angarg o; g}gnana 17.1 6(:8 6(.1 9(.17 7(.11 %1 5(‘.’;_’ § '3 (2 7) (6 3)
andard o [ T, !
SunN....oovviiiiin 156 1 l.g 33 3.% 1.% % (Loss) I\u rﬁ& l\S& R

See footnotes at ond of table.



TABLE 7. —-RATES OF RETURN ON EMPLOYED CAPITAL FOR 10 MAJOR OiL COMPANIES, 1964 TO 1974—

Continued
{In millions of dollars]
> 1974 1973 1972 1971 1970 | 1969 1968 1967 1966 1965 1964
Texaco.. § .......... 230 193 11.7 13.7 125 131 11.1 111 103 11.0 128
Weoghted average®. 203 186 ............... 10.2 ................ 110 ................ 11.9
Arethmetacal aver-
age“*............. 19.0 165 ............... 88 ... 9.7 i, 8.7

Ta—

1 Foreign Operatoons of these companies are, or were, relatively
inssgmficant 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
tore n currency translation factor.

eighted average refers to total companies’ return as a percent-
age of total cumpanies’ employed capital.
¢ Arithmetical average is the average obtained by adding the re-
sgectwe rates of retum and dividing by the number of companies
shown
5 Mobil indicates that for 1974, the worldwide return would have
mn 10' :s. and the foreton return 11.8, without $325 million inven-
profi

Note: Data in this table were supplied by the 10 major oil com-
panies in response to a questionnaire from the Senate Finance Com-

}

e g et o 1

PSRN

mittee as«mg for profit data from petroleum operations. Five of the
companies r. profits on petroleum as requested
5 companies reported total corporate profit data.

Four of the 5 companies reporting total profit data, Mobil, Guif,
Shell, and Standard of California, all indicated that the nonpetrom:m
portion of their business was relatively insignificant and its inclusion,
should not therefore create any distortions in the data. Exxon indi-
cates its employed cagpital figures for foreign operations are tor all
Exxon foreign operations for years prior to 1972,

Source: Responses from the 10 major oil companies listed above to
questionnaire from the Senate Finance Committee asking for rates

of return o&maptul Empiloyed capital is the sum of net
assets (or equity) and long-term liabilities. Return is

the sum of net income and after tax interest expense on jong-term
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TABLE 8.—1974 ANNUAL RATES OF PROFIT ON
STOCKHOLDERS' EQUITY, BY INDUSTRY

[In percent]

All Manufacturing Corporations..............ccoceeeennnens
Nondurable Manufacturing Corporations...............
Food and kindred products...............ooovvveens
Tobacco manufactures. ...........c.ocveveeeeeenees
Textile mill products. ..........oocooieieiniiineens
Paper and allied products............coooeeeinienens
Printing and publishing. ..........c.cooovinenenenees
Chemicals and allied products......................
gtrc‘ljustpal chemicals and synthetics'...........
L TR EE
Petroleum and coal products............. e
Rubber and miscellaneous plastic products........
Other nondurable manufacturing corporations......
Durable manufacturing corporations...................
Stone, clay, and glass products................eoeen
Primary metal industries...............c.ocoeoenens
fronand steelf......coooevviiverieiiiiiien,
Nonferrous metals'...........ooveiiiiiinienees
Fabricated metal products............oocieieennnes
Machinery, except electrical .................ooeeen
Electrical and electronic equipment................
Transportation equipment. ...........c.ooeeenenee
Motor vehicles and eg‘ulpment L i
Aircraft, guided missiles and parts®............
Instruments and related products..................
Other durable manufacturing corporations.........

i Included in major industry above.
Source: Table 4 of the

&

ot gt e et
OO LIWNONONY

e b b o fd
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e o
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Y
O

varterly Financial Report for Manutacturing, Mining and Trade

Corporations for the Four& Quarter, 1974, Federal YTrade Commissior:.. The above figures
are the arithmetical average of the returns shown in Table & for the first, second, third,

and fourth quarters, respectively, for 1974.
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1974 TAXES, OTHER THAN EXCISE TAXES, PAID TO FEDERAL,
STATE, LOCAL, AND FOREIGN GOVERNMENTS

(Form Attached to Request for 1974 Data From Selected Oil
Companies)

United States:
1) Federal incometaxes....................... $
2) Employment taxes (Federal and State)......
3) Production and severance taxes............
4) State income and franchise taxes...........
5) Ad valoremtaxes..............oeceviiiennnnns
6) Allothertaxes............coovvvniieiinnee.

Foreii;n: '
'Federal income taxes........... Cereeerieans
2) Employmenttaxes.............coceviiiinnt
3) Production and severance taxes............
4) Ad valorem taxes.......... S, feas
5) Foreign taxes of type qualifying for credit...
6) All othertaxes.........c.oevviniiiiinninns

Total Company (Total of U.S and Foreign above):
1) Federal incometaxes.......................
2) Employment taxes (Federal and State)......
3) Production and severance taxes............
4) State income and franchise taxes...........
%) Ad valoremtaxes.............coeevievinennn
6) Allothertaxes............coovvvivennnnnnnn.




EXCERPTS FROM FIRST QUARTER EARNINGS AN-
NOUNCEMENTS OF SELECTED OIL COMPANIES

1. Management Comments Related to First Quarter Earnings
Performance

EXXON CORPORATION

“Highlights of the first quarter included the following:

* The US. Tax Reduction Act of 1975 repealed rercoutage deple-
tion for large oil producers, including Exxon, and made cortain changes
in the foreign tax credit. Additionally, climination of the depletion
ullowance made it necessary for Exxon to provide for delerred taxes
on intangible development costs which are expensed currently for
tax purposes. To%ether, ostimates of these items reduced the first
yuarter 1975 consolidate < earnings by $75 million.

* The $80 million of ‘inventory profits’ on operations abroad in the
first quarter of 1974 did not recur n 1975,

* Petroleum produet sules volume declined about 12 percent from
first quarter 1974, largely the result of lower worldwide industrial
activity, warmer weather and increased conservation by consumers.

¢ Chemical carnings declined by 30 rcrcent. to $66 million, pri-
marily as a result of reduction in demand.

“In the U.S,, petroleum and natural gas earnings were essentially
unchanged from the first quarter of 1974. The first quarter of 1974 was
depressed by the delay in passthrough of certain cost increases under
FEA regulations. The first quarter of 1975 had fewer dolays in cost
pussthrough, but the resultant improvement was offset by increased
tuxes and the impact of inflation on operating costs.

“In the Western Hemisphere outside the U.S., petroleum and
natural gas earnings in Canada and most South American countries
were lower. In Venezuela, the 1975 results were higher than the 1974
first quartor results which had been restated for the effect of the
October 1974 retroactive tax increase. Possible early reversion of
concessions in Venczuela is presently under consideration by the
Venezuelan Congress; however, until the future role of the corpora-
tion’s interests in that country is determined, no estimate of the
possible effects on the consolidated financial statements can be made.

“ The greatcst petroleum and natural gas earnings decline was
experienced in the Eastern Hemisphere’, the Exxon Chairman
coutinued, ‘Lower demand and prices for petroleum products coupled
- with higher costs, plus.the absence of the 1974 inventory profits
were contributing factors. The level of 1975 first quarter earnings,
should it persist, casts doubt on the attractiveness and financability
of new investments in refining and marketing facilities,’ Mr. Jamieson
said. ‘Costs of crude oil supplies from certain Middle East producing
countries continue to be estimated, based on management’s best
judgment as to the outcome of the final participation agreements.’”

e L (38)e. .
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GULF OIL CORPORATION

“Total revenue for the period declined 11 percent to $4 billion from
$4.5 billion.

“Bob R. Dorsey, Gulf’s Board Chairman, told the Company’s
annual meeting of shareholders here today that the decline, which
had been predicted, resulted primarily from sharply lower worldwide
volumes and sharply higher worldwide taxes, including the impact
of the loss of percentage depletion in the U.S.

“Within the United States, petroleum profits of $71 million trailed
earnings of $114 million a year ago. Federal regulations cost Gulf
$72 million during the quarter, including $58 million for the Federal
Energy Administration’s (SFEA) mandatory allocation and entitle-
ments programs and an additional $14 million from the $1 a barrel
tariff on imports. ‘While we were able to recover most of this throngh
increased product prices, our profit margins continued to erode,’ the
Gulf chief executive said.

““There was no recovery, of course, for the loss of percentage
depletion, which increased our U.S. tax provision by approximately
$25 million during the first quarter,’ he explained.

“Foreign petroleum earnings fell to $101 million from $152 million
in the first quarter of 1974, With less oil at its disposal, Gulf was
forced to sharply curb outside sales to others. Higher taxes and royalty
rates and the cost of purchasing crude under partici’mtion agreements
resulted in significantly lower margins on the oil Gulf did sell or refine.
Although refining and marketing operations in Europe, Asia and
Canada were profitable overall, there were losses in individual countries
where government restrictions prevented necessary price increases.
Mvr. Dorsey said.

“He told the sharcholders that he hoped that the first quarter's
performance was not an indication of what was in store for Gulf for
the rest of 1975. ‘But, I must confess, that I see little on the horizon
which leads me to look for much improvement.’ "

MOBIL OIL CORPORATION

U.S. petrolenm earnings impacted by loss of percentage deplction and
weak demand ‘

“Mobil’s earnings from U.S. petroleum operations decrensed from
$71 million in the first quarter of 1974 to $39 million in the first
quarter of this year.

“ ¢U.8. oil companies are still the only ones burdened by allocation
and price controls,’” Mr. Warner pointed out. Mobil’s U.S. exploration
and producing earnings were also hard hit by the loss of percentage
depletion. The results of the manufacturing und marketing complex
continued to be unfavorable. These operations had a loss in 1974 and
it is estimated that they continued to operate at a loss in the first

~quarter of 1975—partly hecaise of continted weakening of -demand; - -~ -~

Foreign petroleum earnings refleet higher costs, lower demand, and lozer
anrentory profite than a year age
“Mobil’s earnings from foreign petrolenm operations decreased
from $172 million in the first quarter of 1974 to $120 million in the
first quarter of this vear. This reflected higher costs and reduction in
‘d&nmnd“resulting from the economic recession and conservation
efforts.
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“Mr. Warner said that foreign inventory profits in the 1973 quarter
were $40 million versus $90 million a year ago. ‘This decline reflects
the expected phasinﬁ out of this factor under Mobil's average costing
system,’ he explained.

“‘Our foreign petroleum earnings,’ he added, ‘continue to reflect
our best judgment regarding the outcome of ongoing negotiations
with producing governments with respect to the timing and level of
ownership by these governments in producing operations and the
terms on which the governments’ share of production is to be made
available to the companies.’”

PHILLIPS PETROLEUM COMPANY

“W. F. Martin, Chairman and Chief Executive Officer, said negative
factors on carnings included higher foreign tax rates on overseas oil
production, the inability to fully recover higher raw material costs
associated with U.S. refining and petroleum marketing operations,
and increased Federal taxation resulting from elimination of the per-
centafe depletion allowance for oil and certain gas production. ‘The
loss of the depletion allowance alone reduced our first quarter earnings
by about $9,000,000," Martin said.

“‘Also contributing to lower earnings was a decline in Phillips’ world-
wide crude oil production,’ Martin said. Increased production from the
Norwegian North Sea was not sufficient to offset decreased production
in Nigeria, Venczuela aud the United States. Nigerian production
decreased because the company’s interest changed in the second
quarter of 1074 from 33149, to 22!5C; when the Nigerian govern-
ment acquired an additional interest.

‘“‘Although these results are disappointing, we do not regard them
as reflective of our performance for the entire year,’ Martin said. ‘We
anticipate that earnings for the remainder of 1975 will benefit from the
steady expansion of crude oil production, primarily from the Nor-
wegian Ekofisk area.’ ‘

“Martin =aid that earnings for the rest of the vear should also im-

rove over the first quarter level as the U.S. and European economies
vegin to improve. ‘Contributions to income from our U.S. natural
gas production should increase as a result of higher prices, although
volume will decline,’ he said.”

SHELL OIL COMPANY

“Shell’s total revenues for the first quarter, 1975 were $2,096 million,

, an increase of 11% compared with $1,593 million for the corresponding

- quarter of 1974. Refined oil product revenues, up 12%, reflecting pass-

throughs of crude oil and petroleum product cost increases permitted

under Federal oil pricing regulations, accounted for most of the gain

=== -jr-total-revenues. In addition, higher prices for new interstate natural

gas sales authorized by the Federal Power Commission in December,

1974, contributed to the increase in total revenues. Chemical revenues

rose 6% principally due to higher prices; however, those benefits were

substantially offset by lower sales volumes and the increased costs of
materials and operations,”
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STANDARD OIL COMPANY OF CALIFORNIA

“ ‘Although our earnings showed a modest increase over 1974’s
first quarter,” Board Chairman H. J. Haynes said, ‘they are down
more than 40% from the earnings level during the last six months of
1974, because of the reduced demand for petroleum products, the
worldwide recession, continuing inflation, government price controls
and tax changes for the domestic oil industry.

“‘Tt is also important to note,’ the Chairman stressed, ‘that the
carnings for last year's first quarter were depressed because of our
inability to recover in the marketplace higher crude oil costs, particu-
larl%in Europe.’ .

“Price controls continued to prevent recovery of steadily increasing
operating expenses, which rose 16% during the first quarter of 1975.
. ‘“‘Domestic earnings declined to $27 million, while foreign earnings
inrreased to $142 million.”

STANDARD OIL COMPANY (INDIANA)

“Chairman John E. Swearingen said the lower first quarter results -

reflect the impact of recent Federal tax increases, the increasingly
“complex and onerous Federal regulation of oil prices, and the effects
of the continuing economic recession,

. “According to Swearingen, approximately $42 million of the decline
in the first quarter earnings was due to the ‘Tax Reduction Act’
which eliminated the oil depletion allowance for Standard and other
large J)etroleum companies. ‘Included in the figure is $10 million to
provide for adoption of deferred tax accounting for intangible drilling
and development cosis. First quarter results also were adversely
affected by rising operating costs, increased foreign taxes, and lower
chemical sales,’ he said. Partially offsetting were higher North Ameri-
can crude oil and natural gas prices.

“First quarter earnings fron: petroloum and natural gas operations
in_the United States were $119.9 million, compared with $128.7
million in the same quarter of 1974. Domestically, the adverse effect of
the tax law changes was partly offset by higher prices for crude oil and
natural gas. Operations in Canada contributed earnings of $13.1
million, up from $5.3 million in the first three months of last year.
Higher prices for crude oil, natural gas liquids and natural gas coupled
with a reduced level of exploration expenditures more than offset the
adverse impact of higher royalties and taxes. .

“Overseas petroleum operations earned $25 million, a decrease of
$35 million from the 1974 first quarter. The major factors causing
this decline were increased taxes, lower marine transportation earnings
and the absence of inventory gains. These adverse factors were
pa.rtial],y offset by greater crude oil production and improved product

prices, :
‘ SUN OIL COMPANY

“In analyzing the disa%)ointing first quarter results, H. Robert
Sharbaugh, President and Chief Executive Officer, cited the combined
impact of four major factors. These included retroactive tax code
revisions, pricing regulations, higher foreign taxes and the effect
of the depressed economy on sales of high value products such as
lubricants and petrochemicals.
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“‘Two major segments of our business—international oil produc-
tion and domestic manufacturing and marketing operations—wers
most affected by this set of unfavorable circumstances,’ said
Sharbaugh. ‘Taxes paid to foreign fovernments increased by 95
percent over the first quarter of 1974, Our accelerated exploration
activity abroad also decreased profits because of Sun’s method: of
expensing drillinicost.’ .

‘Discussing the sharp downturn in domestic manufacturing~
marketing profitability, Sharbaugh noted that higher operating
costs and wages and salary payments could not be recovered in product
prices because of the market impact of the Federal Energy Adminis-
tration’s ‘outmoded profit margin test.’

“‘In addition,” Sharbaugh said, ‘the depressed economy has had a
severe effect on Sun’s lube and petrochemical sales,

“ ‘In domestic oil and gas production operations, our pre-tax profits
increased as higher prices for both oil and gas offset slightly lower
volumes compared with the first quarter of 1974, However, this
improviment was more than offset by the impact of the retroactive
loss of the depletion allowance. Sun’s net loss from retroactive effects
of thg;?% Tax Reduction Act was approximately $11 million for the
quarter.

- “Sharbaugh emphasized that he did not irnterpret the first quarter
results as ‘setting an earnings pattern for the rest of the year.’

“‘If there is no further adverse legislative action,’ he said, ‘Sun
expects & marked improvement in the next three quarters.’ ”’

TEXACO, INC.

“Mr. Granville stated that the first quarter decrease in Texaco’s
net income reflects depressed worldwide business conditions and re-
sults from a decline in the volume of operations and the failure of
prices to keep pace with increased crude oil costs and other operating
costs and expenses. The 1975 quarter also reflects a sharp decline,
compared with the 1974 period, in the nonrecurring estimated inven-
tory profits generated by the sharp increases in petroleum product
prices which commenced in late 1973.

‘ ‘Barnings have been hurt bi' the impact of increases in taxes and
other government actions both in the United States and abroad,’ the
Texaco Chairman said. ‘The adverse impact of tax legislation and
other governmental action on ability to generate capital has continued
to grow in severity. To illustrate, changes in the tax law affecting the

rcentusge depletion allowance in the petroleum industry in the

nited States, offset to a minor extent by the increase in the invest-
ment tax credit, reduced the company’s first quarter 1975 earnings by
a{)p.roximately $13,000,000. The import fee of $1 a barrel for crude
oll imported into the U.S. beginning February 1 increased the com-
pany’s costs in the first quarter by about $27,000,000. Higher e?ort
taxes imposed by Canada as well as higher tax and rogl:lty costs added
approximat.ely $24,000,000 to Texaco’s costs in the first quarter.’

‘First quarter comparative earnings benefited by approximately
$40,100,000 from foreign currency translation gains due to an in-
crease in the value, in terms of U.S. dollars, of such currencies in
areas in which the company operates.”
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II. Management Comments on Tax Legislation and Capital
Investment Plans

EXXON CORPORATION

“Mr. J. K, Jamieson, Chairman of the Board, expressed great
concern about the tax changes in the U.S. ‘The increased taxes from
repeal of percentage depletion alone are estimated to increase Exxon’s
taxes about $200 million for the full year 1975,’ he said. ‘This increase
in taxes, coupled with changes in the fareign tax credit and possible
additional taxes that are under discussion within the Congress, will
have a serious effect on the industry’s ability to finance the develop-
ment of additional energy supplies.’’

GULF OIL CORPORATION

“Mr. Dorsey told shareholders that four problems face Gulf and
the rest of the international oil industry for the next few years:

* With lower worldwide consumption of oil, ‘the major indicators
of our business all point downward and are likely to do so for
some time.’ .

* Tough negotiations continue with members of OPEC over the
volumes and prices of crude oil Gulf is allowed to lift, and there
is pending nationalization of Gulf’s interests in Kuwait and
Venezuela. ‘While we fully expect to remain as operators receiv-
ing a fee, it is doubtful that we will ever again receive the foreign

y crude oil profits we enjoyed a year ago,’ he said.

" ® ‘The loss of Gulf's producing properties makes the Company
more vulnerable in its downstream markets where deteriorating
balance-of-payments positions in many countries prevent neces-
sary ;I)rice increases. This prompts the Company to examine
possible joint ventures, mergers, divestitures or a combination of
these actions,” Mr. Dorsey said.

* ‘The most troubling problem is that investment decisions which
could Jead to increased U.S. cnergy reserves are being frustrated
by existing and proposed political policies that are blind to
economic realities, Mr. Dorsey remarked. .

“ ‘It seems incredible, but instead of inoculating the Nation against
another Arab embargo by stimulating investments in known U.S.
energy reserves, Congress has weakened the drive toward independence
by bleeding off $2 billion in oil depletion funds,’ Mr. Dorsey observed.

3ulf’s share of this additional tax will be about $88 million this year,

rising to $110 million in 1977. .

“‘In light of recent Congressional action, however, we will no
longer be able to maintain the accelerated U.S. exploration pace
which we have over the past few years,’ Mr. Dorsey cautioned. He
said that more than $500 million had been earmarked for oil and gas
exploration within the country this year, but, now ‘we have no al-
ternative but to scale back that program’ to make up for the loss of the
oil depletion allowance.” '

MOBIL OIL CORPORATION

“ “The tax legislation recently enacted by Congress will sig.niﬁ(ﬂ'ntl r
increase Mobil’s 1975 U.S. tax bill,’ Mr. Warner emphasize [
estimate that for the first quarter of this year the total impact on our
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profits of tho legislation amounted to a‘i)proximately $24 million,
primarily reflecting the loss of percentage depletion.’

“ ‘Mobil is reviewing its U.S. petroleum capital expenditure pro-
gram in light of the recent tax legislation an on{gﬁingvgovamment
regulations that have made the future uncertain,’ Mr. Warner said.”

PHILLIPS PETROLEUM COMPANY

“Commenting on recent Federal legislation increasing the oil indus-
try’s tax burden, Martin said, ‘Con should recognize the conse-
quences to consumers and stockholders of taxing away oil industry

rofits. First, it diverts money to government that could otherwise be
invested by the industry in the search for new energg' supplies. A
second consequence of punitive tax legislation on the petroleum
industry is its adverse impact on the investment of stockholders from
the standpoint of both dividends and the market price of oil stucks.

“ ‘It should be recognized that increased taxes mean less funds are
available for dividends to shareholders. Furthermore, higher taxes—
or talk of higher taxes or more government regulation—cause un-
certaintics in the stock market that depress the price of oil stocks. This
hurts the sharcholder’s investment and also adversely affects the
industry’s ability to borrow needed capital.’ ”

SHELL OIL COMPANY
i

“The recently enacted Federal income tax legislation climinated
Shell’s crude oil percentage depletion allowance and part of the
natural gas percentage depletion allowance, effective January 1, 1975.
That tax change increased Federal income tax expense and reduced
net incomo for the first quarter 1975 by $30.9 million.

“Despite lower income for the quarter and diminution of internally
available funds resulting from the loss in percentage depletion allow-
ance mentioned, Shell capital expenditures for the full year 1975 are
still expected to exceed $1 billion. We are, however, concerned at the
Fossible enactment of additional tax and other legislation which may

urther impede the formation of capital vitally needed to obtuin new
supplies of energy necessary to move the country toward greater
self-sufficiency.

“As we have so often mentioned in the past, solutions to the energy
problem are very complex and require difficult decisions by the public
and government. We continue to urge adoption of a national energy
policy that will successfully balance energy needs with employment
and environmental priorities, and that will provide the economic
framework to permit efficient achievement of these goals.”

STANDARD OIL COMPANY OF CALIFORNIA .

“Haynes told the annual meeting of stockholders, with the negative
effect on cash generation of continued price controls, increased
taxes, and reduced volumes, the company has no option but to
reduce its expenditures for investments and operations in the U.S.

“Even before the new tax law was passed, the company’s profits
in the U.S. were falling far short of providing the funds needed for
its U.S. programs, Haynes said.
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“‘In 1974, our return on U.S. petroleum operations was only
8% and we were a quarter of a billion dollars short in our cash re-
qufrement for our U.S. expenditures,’ he said. ‘This shortage had
to be made up by cash from our foreign operations.’

“‘If the oil industry is to find and develop the additional oil and gas
reserves needed to minimize dopendence on foreign sourees,” Haynes
said, ‘it must have the nccessary financial incentives. Without such
incentives, there is virtually no prospect of a reduction in our growing
reliance on foreign energy. -

“Earlier in the meetmﬁ, John R. Grey, President, also urged a
speedup in U.S. energy developmont. ‘Kather than more environ-
mental impact statements,’ he said, (‘{)erhn s we need a few economic
impact reports—-something to remind the Nation what we can expect
if we don’t drill for offshore oil; if we don't construct refineries and
other facilities; if we don't make the J)olicy decisions necessary to
assure sufficient energy and a stable an

STANDARD OIL COMPANY (INDIANA)

“In announcing first quarter earnings, Swearingen again stressed
the need for removal of price controls on oil and natural gas and for
return to the freo market system.

“ ‘Removal of controls and adoption of realistic tax policies are
critical to the U.S. oil industry’s ab it&' to iFeuemto the huge amounts
of capital needed to find new domestic oil and gas reserves, and to
dovelop alternate encrgy sources,’ Swearingen declared. ‘Higher taxes
and continued price controls on the industry will hinder the Nation’s
efforts to become independent of uncertain foreign energy sources.

“ ‘This country cannot continue to Famble with its future energy
supplies. An adequate and sccure supply of energy is essentinl to the
daily functioning of our economy and to the national security. It is
time that we faced these realities.’ .

“Despite the negative factors, Standard’s cn;l)!ital and exploration
spending increased 9 porcent to $445 million in the first three months
of 1075. Swearingen noted, however, that the company is reviewing
capital and exploration spending plans to determine whether some
programs will have to be reduced, deferred or eliminated to offset the
increased tax liability.”

prosperous economy.’ *

SUN OIL COMPANY

“Even if the industry’s profitability improves by mid-1975, Shar-
baugh indicated that the combined effects of the unfavorable regula-
tory climate and revised tax legislation will cause sharp reductions
in the petrcleum industry’s capital spending to develop additional
energg supplies in 1975.

un

]

0

s previously announced ca;nt,al spending J)lans of $600 to
$750 million may have to be adjusted,’ Sharbaugh said.”
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TEXACO, INC,

" «Pho Texaco Chairman stated that ‘the inevitable results of
increasing tax and other burdens imposed by governments will be
further cutbacks and stretch-outs in the company's already curtailed
capital investment budget for exploration and producin% operations,
regn.ing facilities and all the other spending so essential to achieve

" a greater degree of cnergy independence in the United States. Such
‘cutbacks and stretch-outs will necessarily have a heavy impact on

.

domestic investment, since more than half of Texaco’s worldwide
capital budget has been earmarked for the United States.’

¢ ‘We must frankly state,’ Mr. Granville said, ‘that the United
States Government has thus far set a striking example of how not
to solve the Nation’sencrgy Eroblems. This continuing series of negative
steps is undermining the ability of the energ’\]r industry to take con-
structive action. Without adequate earnings, there camiot be adequate
capital investment. Without adequate investment, there cannot be
adequate energy supplies. Without adequate supplies, there caniict Lo
greater enorgy independenco for the United States.’ ”

O



