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PREFACE 

In 1974, acting through the Federal Energy Administration, the 

• President promulgated regulations creating the Domestic Crude Oil Enti-

tlements (DCOE) Program to allocate equitably the benefit of access to 

low-cost old oil among domestic refiners. The mechanism for achieving 

equitable allocation of low-cost old oil is the entitlement. Each enti-

tlement stands for the right to process one barrel of deemed old oil a 

month. Basically, the system requires refineries with above-average old 

oil inputs to buy entitlements from refineries that are old oil-deficient. 

This is a draft interim report on the validation study of data for 

the DCOE Program. It consists of research conducted at the Lawrence 

Berkeley Laboratory through November 1, 1978. The purpose of the study 

was to assess the validity of the data collected by and used in the DCOE 

System and the validity of the systems and procedures used in processing 

this information in order to meet the stated goals of the program. 

In order to conduct a validation study such as this one, access is 

required to the large amount of data collected by the system over time. 

Initial use of this data is by nature "exploratory"--a time when initial 

or preconceived notions and hypotheses are tested, often discarded, and 

new lines of inquiry initiated. Unfortunately, the study team was un-

able to obtain the free access to data necessary to conduct this explor-

atory research in an efficient and timely manner. The results reported 

in this draft interim report should therefore be considered preliminary. 
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EXECUTIVE SUMMARY 

DOMESTIC CRUDE OIL ENTITLEMENTS PROGRAM 

VALIDATION STUDY 

I. SYSTEM IDENTIFICATION 

A. HISTORICAL IDENTIFICATION 

The Domestic Crude Oil Entitlements (DCOE) Program (10 C.F.R. 

Section 211.67 (1978)) was established in December 1974, pursuant 

to the Energency Petroleum Allocation Act of 1973 (EPAA). Pub. L. 

No. 93-159, 87 Stat. 627 (November 27, 1973), as amended, codified 

at 15 u.s.c.A. Section 751 et seq. (1978). 

B. IDENTIFICATION OF PURPOSE 

Section 4(a) of the EPAA required the President "to promulgate 

a regulation for the mandatory allocation of crude oil, residual fuel 

oil, and each refined petroleum product in amounts specified in (or 

determined in a manner prescribed by) and at prices specified in (or 

determined in a manner prescribed by) such regulation ••• (for all 

such products) produced in 'or imported into the United States." 

15 U.S.C.A. Section 753(a) (1978). (See Appendix A.) Acting through 

the Federal Energy Administration, the President promulgated regulattions 

creating the DCOE Program to allocate equitably the benefit of access 

to low cost "old oil among all se~tors- of the petroleum industry;-

including independent and small refiners, and thereby to assure that 

domestically refined petroleum products are sold ~t equitable prices by 

all distributors of petroleum products." 39 F.R. 31650 (August 30, 1974). 
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C. THE FORMS AND THE INFORMATION COLLECTED 

The FEA promulgated requirements for the collection of information 

necessary to run the DCOE Program codified at 10 C.F.R. Section 211.66. 

Information for the program is collected in a series of up to five 

mandatory monthly reports by refiners and eligible firmsa (for a more 

detailed discussion of these reports, see Section I.B.2). 

1. Entitlement Transactions Report 

All program participants are required to submit the Entitlement 

Transactions Report on Form FEA-Pl03-M-O (GAO B-181254 (ROllO), approval 

expires January, 1979) pursuant to 10 C.F.R. Section 211.66(i). This 

form collects information concerning a respondent's sales and purchases 

of entitlements and its net entitlements position at the end of the 

previous month. This form has been in use since the beginning of the 

DCOE Program. It will be replaced by Form ERA-116. Non-refiner import-

ers are not required to submit reports for months in which they did not 

receive entitlements. 

2. Refiners Monthly Report 

All refiners are required to submit the Refiners Monthly Report 

on Form ERA-49 (OMB 38R0215, approved July, 1978), pursuant to 10 C.F.R. 

Section211.66(h). Form ERA-49 collects information concerning respon-

dent's crude oil receipts, costs and runs to stills, and the volume of 

residual fuel oil produced and sold by the respondent in, or into, the 

East Coast market. Form FEA-Pl02-M-0 was the original form used to 

a 
See glossary for a definition of eligible firms. 
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collect monthly data from refiners. Forms FEA-Pl02-M-l, FEA-Pl02-M-2, 

and ERA-49 were successive replacements for this form. 

3. Report on Imports of Residual Fuel Oil 

All importers of residual fuel oil into the East Coast market 

are required to submit data on the volume of such imports on Form FEA-

Pll3-M-0, Report of Oil Imports into the United States and Puerto Rico 

(GAO B-181-254CR0386), approval expires August 30, 1979, pursuant to 

10 C.F.R. Section 211.66(j). Data on residual fuel oil imports are re-

ported at Schedule T, column m of the form. Previously, this data was 

collected on a separate form (FEA-Pl26-M-O). This form will be replaced 

by ERA-60. 

4. Naphtha Imports Monthly Report 

All importers of foreign naphtha into Puerto Rico for use as a 

petrochemical feedstock are required to submit the Naphtha Imports 

Monthly Report on Form FEA-Pl29-M-0 pursuant to 10 C.F.R. Sections 

211.66(h)(4) and 211.67(d)(5)(iv). This form collects information on the 

volume of foreign naphtha imported for such use, the total volume of 

imported naphtha and the volume of export sales of naphtha. OMB appro-

val is not required because less than ten companies are required to sub-

mit this form. This form has been used since the DCOE Program was modi-

fied to provide additional entitlements for naphtha, effective July 1976. 

5. Report of Imports to the Strategic Petroleum Reserve 

All refiners and eligible firms delivering crude oil to the 

Strategic Petroleum Reserve (SPR) are required to submit a letter to the 



DOE Form No. 

Pl03-M-0 
(ERA 116) 

ERA 49 

Pll3-M-0 
Schedule T, 
Column m 
(ERA 60) 

P-129-M-0 

Letter 
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TABLE ES - 1 

DOMESTIC CRUDE OIL ENTITLEMENTS PROGRAM 

DATA COLLECTION 

Resportdents 

All Participants 

Major Data Items 

Entitlements 
buy/sell 
transactions 

Frequency of 
Collection and 
Level of Resolution 

monthly/company 

Refiners Crude oil receipts, monthly/company 

Importers of 
Residual fuel oil 
into the East 
Coast Market 

Importers of 
foreign Naphtha 
into Puerto Rico 

Importers of 
Strategic 
Petroleum 
Reserve Crude 

crude oil costs, 
crude runs to stills, 
residual fuel oil, 
California oil 

Imports of Residual monthly/company 
fuel oil 

Naphtha imports and 
costs 

SPR imports and 
costs 

monthly/company 

monthly/company 
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DCOE Program office, setting forth the total cost, weighted average cost, 

and volume of the imported crude oil accepted for delivery by the United 

States Government. 

D. IDENTIFICATION OF THE COLLECTION AND COLLATION PROCESS 

1. System Design 

The DCOE target universe is all domestic refiners and importers 

a of eligible products. Domestic refineries include all refineries in 

a any of the fifty states plus Puerto Rico, Virgin Islands, and Guam. 

Eligible firms are importers of residual fuel oil into the East Coast 

a 
market. Data are also collected from naphtha importers to Puerto Rico, 

and from importers of crude oil to the Strategic Petroleum Reserve. 

All refiners are included in the DCOE frame. Since it is 

normally advantageous for importers and new, small refiners to partici-

pate, the program is as concerned with the exclusion of non-eligible 

participants as it is with the inclusion of eligible firms. 

Data are collected each month from all elements in the frame, 

i.e., the frame is not sampled. Response is mandatory. A current 

census of all participants is maintained in the program's computerized 

Administrative Log. 

Data normally submitted by U.S. Mail. Occasionally when the 

data are late in arriving, or when clerical errors are discovered in the 

data submitted, data will be accepted by telephone. In the latter case, 

aEntitlements Program Handbook, Economic Regulatory Administration, U.S. 
Department of Energy. 
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a certified hard copy of the data or changes is still required by mail. 

2. System Implementation 

The data are collected and processed by the Economic Regulatory 

Agency (ERA). ERA is aided in the processing of data by an EIA computer 

operator and three private subcontractors. These contractors are res-

ponsible for key punch and machine verification operations,. rented 

computer capability, and computer program development and maintenance. 

Approximately 4,000 pages of information are submitted to ERA each 

month. Every set of information is file-stored as hard copy in two 

forms, as an original unmarked copy, and as a "working copy" with ERA 

changes and annotations. The month's "Masterfile" (the complete com-

puterized version of this information as used in the month's calcula-

tions) is archived with the computer subcontractor. A second, short 

ened version is archived with other DOE data on a data base manage-

ment system. This second system, known as the Data Collation Project, 

is almost operational. 

Data for a particular month are reported to ERA by the fifth day 

of the second month following the reporting month. The Entitlement No-

tice is published ten days later, i.e., by the fifteenth. The trans-

actions required by the notice must be completed by the end of the 

month. ERA must be notified of these transactions by the tenth day of 

the next month, i.e., the third month following the period for which 

the data were reported. 
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E. USES OF OUTPUT 

The DCOE Program regulations (10 C.F.R. Sections 211.66, 211.67 

(1978)) require the collection of necessary data, and specify the pro-

cedures to be used in developing the endtlement positions of partici-

pants. Pursuant to 10 C.F.R. Section 211.67(i), the ERA publishes the 

output, known as the Entitlement Notice, each month in the Federal Reg-

ister. The Office of Energy Data, EIA, DOE, publishes the Entitlement 

Price, the National Old Oil Domestic Supply Ratio, and the Crude Oil 

Entitlement Benefit in The Monthly Energy Review. 

F. RELATED SYSTEMS 

Four other DOE data systems gather data that appear related to the 

information collected for the DCOE Program. Several states also collect 

similar information. These related systems and the common data elements 

are shown in Table 11 of the accompanying report. This table also lays 

out the status of the acquisition of this information, and includes 

comments on the differences between the various systems. 

No model or forecast mechanism has been identified that can fore-

cast the entitlement positions of the participants, or can substitute 

for the present system. 
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II. CONCLUSIONS AND RECOMMENDATIONS 

This is a draft interim report on work done through November 1, 

1978; on the validation of data for the DCOE System. During the course 

of the research, access to requ:i,red data was difficult to obtain, there-

fore the conclusions reached are limited to those which could be drawn 

from available data, and are preliminary. 

The Domestic Crude Oil Entitlements information system is basically 

sound'. 

Several potential problem areas are discussed below, and more may 

surface with additional research. At this stage, there is no reason to 

believe that the basic integrity of the system will be invalidated. 

A. CONCLUSIONS 

The major problem areas identified to date include: 

• Lack of internal structural consistency: 

For the period of June 1977 through May 1978, crude runs to 
stills exceeded refinery receipts by about 105 million barrels. 
This internal inconsistency is being examined further. (See 
Section II. E.) 

• Lack of consistency with other related data series: 

The examination of the consistency of DCOE data with other 
information has not proceeded far enough to be conclusive. 
(See Section !I.E.) 

• Errors in manual calculations: 

A number of errors are introduced during the manual calcula
tio,ns performed by ERA analysts. The most significant of 
these are corrected almost innnediately. Smaller errors are 
not always discovered or corrected. (See Section II.D.) 
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A detailed sensitivity analysis (see Section !I.E) indicates that the 

system is reasonably robust, i.e., inaccurate reporting by a single firm 

does not significantly affect other participants, though it does affect 

the entitlement position of the respondent. 

The DCOE System was developed in response to specific legislation 

passed by Congress. The system is meaningful relevant to these goals, 

which could not otherwise be attained. Despite some nominal overlap, 

the Joint Petroleum Report System (JPRS) cannot substitute for the 

DCOE System, since it does not collect its information by oil tiers, 

the basic modus operandi of the DCOE System. Additionally, the DCOE 

System collects information necessary to verify certain pieces of data 

(e.g., processing agreements) that are not collected elsewhere. The 

information is collected and processed within sixty days of the end of 

the reporting period, as required by the regulations. 

B. RECOMNENDATIONS 

Based upon the investigations to date, current flaws in the exist-

ing system should not seriously impact the purpose for which the system 

was developed, i.e., an equalization of the crude input costs for all 

refiners and other selected participants. 

There is an apparent tendency for the system also to encourage 

other petroleum production activities, such as synthetic fuels, SPR 

storage, and most recently, the increased lifting of California crude 

oils. Should this tendency become a dominant factor, the design of the 

information system might need to be reexamined. 
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The monthly summari,es of the DCOE System contain a great deal of 

information not available elsewhere. This is available only on an in-

formal ad hoc basis. A systematic method of making available the non-

proprietary parts of this data to interested users, both inside and 

outside DOE, should be investigated. Since some of the time series 

data are 'contaminated' by the rolling forward of corrections (rather 

than the~ posteriori corrections normally made), the DCOE data should 

be so flagged for this extended audience. 

The DCOE Program is subject to constant review, with a number of 

new provisions introduced or 'revisions' made each year. In spite of 

the programming loads associated with this changing system, the DCOE 

Program has developed fast and efficient procedures for completing their 

monthly assignment. One major area, the manual calculation of amend-

ments in order to correct original data, needs to be addressed as soon 

as possible. These manual operations consume a significant portion of 

the analysts' time, and invite the possibility of large errors. ERA 

has had to correct a number of large errors resulting from this process, 

and a number of smaller errors have gone unnoticed. A computerized 

system has been developed to carry out these computations and should 

be implemented as soon as possible. 

Due to the interim nature of this report, certain lines of investi-

gation were begun but not completed. Research in the following areas 

needs to be continued: 

• Cross-checks of the data with other data series. A number of 
'parallel' data series have been identified in the report. 
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These comparisons w.ill be done initially on aggregated 
national data and, if necessary, for a small sample of firms. 
(See Section !I.E.) 

• Complete the internal structural consistency checks identi
fied in the report. There are reasons to believe that there 
may have been either a structural change or a change in re
porting behavior over time. It may be necessary to investi
gate a small sample of companies to understand the reasons 
for this. (See Section !I.E.) 

• Complete the checks on the manual calculations done for the 
amendments process. Those calculations are carried out in 
three basic steps. Two of these steps have been checked 
to date. (See Section II.D.) 

• Develop a scheme for computerized monitoring of the input 
data to aid the present 'eyeballing' used by the analysts. 
This capability would greatly enhance the present manual, 
case-by-case approach. (See Section II.B~) 



PROJECT CHRONOLOGY 

May, 1978 

From June through November 1, 
1978, the following tasks were 
undertaken: 

Begun October 25, 1978 

Completed November 30, 1978. 

Further research is still to be 
done (between January and April 
1) in the following areas: 

Planning the validation effort, 
finding personnel for the study group 

1. Documentation of the system. 

2. Identifying the legislation and 
regulations. 

3. Economic impact analysis. 

4. A study of the exceptions and 
appeals based on Federal Energy 
guidelines. 

5. Forms analysis. 

6. Analysis of algorithm and the 
code. 

7. Sensitivity of calculations. 

8. Internal consistency checks. 

9. External consistency checks. 

10. A study of the amendments. 

11. Oil industry accounting. 

12. Measurement practices. 

Three field trips to Washington, one 
trip to Los Angeles, and several in 
the Bay Area. 

Work on draft interim. 

DRAFT INTERIM REPORT 

1. Internal consistency checks. 

2. External consistency checks. 

3. A study of the amendments. 

In addition to the above, the follow
ing new areas are going to be included 
in the second phase of the validation 
study of the DCOES. 

1. A study of the adjustments pro
cess. 

2. Pretest field interview question
naire, update interview form and 
complete field interviews. 
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3. Analyses of information obtained 
through interviews with the oil 
companies. 

4. Four more trips to Washington. 

5. Write final report. 
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DRAFT lNTERIM VALIDATION REPORT: 

LBL-9436 
Draft Interim Report 

DOMESTIC CRUDE OIL ENTITLEMENTS SYSTEM 
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I. SYSTEM IDENTIFICATION 

A. HISTORICAL IDENTIFICATION: THE LEGISLATIVE FRAMEWORK 

1. The Emergency Petroleum Allocation Act of 19731 

The Arab oil embargo, instituted in October, 1973, and the 

Dn l\ r
r•··· .. ·• ''"' p·· u <~ .. ~- ...... ri ii 

consequent four-fold rise in the price of OPEC oil, caused dislocations 

in the supply of oil and an increase in its price in the United States. 

One month later Congress reacted with t})e Emergency Petroleum Allocation 

a Act of 1973 (EPAA). The EPAA granted temporary authority to the 

President to minimize the adverse effects of the shortages of crude oil, 

residual fuel oil and petroleum products and resultant dislocations in 

2 their national distribution system on the American people. Congress did 

not itself create a program to minimize these effects. Instead, it 

directed the President to accomplish this goal by promulgating regula-

3 tions for the mandatory allocation and pricing of these products. In 

effect, the President was given a broad mandate to act through the 

promulgation of regulations to deal with the crisis. 4 

Early in 1974 the Federal Energy Office (FE0), 5 which had been 

vested with responsibility for implementing the provisions of the Act, 

froze crude oil supplier/purchaser relationships as they existed in 

December, 1973. 6 The FEO also established the Crude Oil Buy/Sell Program7 

to distribute crude oil supplies among refiners in proportion to their 

capacity. In addition, the FEO continued the two-tier (Price controlled 

lAll numbered:·notes 'are found .. in·-a separate- seetion~. at¥ the' end·-of the study 
Notes to this chapter are accurate as of November 1, 1978. 

aRelevant portions of legislation are set out in Appendix A. 
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* * old oil and uncontrolled new oil ) pricing system established by the 

Cost of Living Council. 8 Those refiners whose primary source of raw 
I 

materials was lower cost old oil had a significant cost advantage over 

* * those companies (particularly small and independent refiners) dependent 

. d .1 9 on ~mporte o~ • Therefore, the Federal Energy Administration (FEA), 

the successor to the FEO, proposed the Domestic Crude Oil Entitlement 

(DCOE) Program to allocate equitably· the benefit of access to low cost 

old oil among refiners.10 The system required an exchange of funds 

between domestic refiners through the purchase or sale of entitlements 

(the right of the refiner owriing the entitlement to include one barrel 

* of deemed old oil in its adjusted crude oil receipts for a particular 

month). 

2. The Energy Policy and Conservation A 11 ct 

The Energy Policy and Conservation Act (EPCA), enacted in 

December, 1975, extended the life of the EPAA by forty 
12 

months, in 

recognition of the continuing substantial price difference between 

price-controlled domestic crude oil and uncontrolled imported oii.
13 

The 

EPCA effected two particularly significant changes in the DCOE program: 

• The act imposed price controls on new oil for the first 
time. It established a national maximum weighted average 
first sale* price of $7.66 per barrel for all domestic crude 
oil, both old and new.l4 This price ceiling was to be 
effective for forty months, subject to adjustments made to 
take into account the impact of inflation and to serve as 
a production incentive. Production incentive adjustments 
in the weighted average first sale price were limited to 
a 3% per annum increase (compounded annually).l5 For both 
reasons, the maximum price increase, subject to certain 
exceptions, ·was limited to 10% per annum (compounded annually).16 

*Refer to Glossary. All technical terms defined in the glossary are 
signaled in the text with an *· 
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• The act also granted refiners with capacities of less than 
100,000 bbls/day an exemption from entitlement purchase 
obligations for their first 50,000 bbls/day of input.l7 

3. The Energy Conservation and Production Act18 

The Energy Conservation and Production Act (ECPA), enacted in 

August, 1976, further modified the DCOE program. The ECPA: (1) lifted 

*19 first purchase price controls from stripper well crude oil, (2) gave 

the President greater. flexibility in establishing production incentives 

20 for domestic operations, · and (3) required the amendment of price 

21 regulations to correct unjustified regional price differentials. 

In May, 1979, the provisions of the EPAA requiring the President 

22 to operate a mandatory allocation program will expire. Unless Congress 

enacts relevant legislation before that time, the President will have the 

discretionary authority to promulgate and amend any regulation or issue 

23 any order under the Act until September 30, 1981. 
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B. THE PURPOSE OF THE SYSTEM 
.. 

1. Basic. Concepts and Procedures'j ·, 
;:· ; , r.Y. .. ·t· .. 

The Economic Regulatory Adininil:stration (ERA) within the Depart-

ment of Energy (DOE) currently has responsibility for administering the 

a 24 · DCOE Program. ' · The ERA allocates the benefit of access to price 

controlled domestic crude oil through a system of direct payments from 

entitlement buyers to entitlement sellers. Approximately 180 refiners 

and 25 (non-refiner) importers of eligible products participate in the 

25 program. 

Each month refiners are issued a number of entitlements, 
;. . ' .. b ' 

subject t~ certain adjustments (see section I.F.B.2) , equal to the 
J :. 

number of barrels of crude oil in its crude runs to stills* multiplied 

by the National Domestic Crude Oil Supply Ratio or DOSR* (in essence, 
., ·. 

the national average proportion of deemed old oil receipts to crude 

runs to stills). 26 Refiners are required to possess a number of 

entitlements exactly equal to the number of barrels of deemed old oil 

27 shown in their crude oil receipts for that month. To meet that 

requirement, refiners possessing insufficient entitlements to cover 

their receipts of deemed old oil must buy entitlements from refiners 

with excess entitlements. 28 Refiners with excess entitlements are 

29 required to sell them at the price set each month by the ERA. The 

ERA determines the entitlement price by computing the exact differen-

tial between the weighted average cost per barrel of old oil and the 

aThe Department of Energy's regulations for the implementation of the 
DCOE program are published in the Code of Federal Regulations. 
Relevant portions of these regulations are set out in Appendix B. 

bThe Formula used to make the calculations necessary to operate the 
DCOE program is discussed in Appendix F. 
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weighted average cost per barrel of imported crude oil, Alaska North 

Slope (ANS) crude oil*, stripper well crude oil*, incremental 

tertiary crude oil*, and other first sale exempt domestic crude oil, 

less 21 cents. 30 

The ERA publishes a notice in the Federal Register aboux six 

weeks after the end of a reporting month setting forth for that month 

(1) the DOSR (2) the name of each refiner and other eligible firm to 

which entitlements have been issued, (3) the number of barrels of 

deemed old oil included in each refiner's adjusted crude receipts, 

(4) the number of entitlements issued to each such refiner or other 

firm, (S) the number of entitlements required to be purchased or sold 

by each such refiner and other firm, and (6) the price at which 

31 entitlements shall be purchased and sold. These calculations are 

based on ~onthly data submitted to the ERA by all refiners and other 

eligible firms (see Section I.C.). 

The cost equalization effected by the DCOE Program does not 

take place in the month the_purchase and sale of the oil occurs. There 

is approximately a three month time lag between the end of the reporting 

period and the ERA's issuance of entitlement buy/sell requirements. 

Thus, the cost equalization is achieved over time as the crude oil 

moving through the refinery is tracked by the accounting system, and 

the data are captured and reported to the ERA. 

2. Additions to the Basic Scheme 

To compensate for inequities in the system and to 
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improve the economic position of certain industries, Congress and 

the ERA (and its predecessors) have incorporated into the DCOE Program 

special standards of treatment for different types and sources of 

crude oil, as well as for certain classes of participants. A brief 

summary of these benefits and standards is presented below. Appendix 

C contains a more detailed description of these special benefits and 

standards. 

a. Small Refiner Bias 

Small refiners are issued extra entitlements to compensate 
them for the lack of scale enjoyed by the vertically integrated and 
large independent oil companies. 

b. Residual Fuel Entitlements 

1 
Residual fuel entitlements are issued to improve the competi

tive position of the East Coast* residual fuel oil marketers supplied 
by Caribbean refiners, relative to marketers supplied by domestic 
refiners. 

c. Naphtha Entitlements 

To improve the competitive position of the Puerto Rican petro
chemical industry relative to the domestic petrochemical industry 
entitlements are issued for the importation of naphtha feedstock into 
Puerto Rico for use by the petrochemical industry. 

d. Petroleum Substitute Entitlements 

To increase domestic production of synthetic fuels and thereby 
decrease the volume of crude oil imported by domestic refiners the ERA 
issues entitlements to refiners for those volumes of synthetic fuel 
that they utilize within their domestic refineries as a feedstock or 
fuel. 

e. Strategic Petroleum Reserve Entitlements 

The FEA allows firms selling imported crude oil to the 
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government for storage in the SPR to receive entitlements as if the 
oil had been processed in a domestic refinery. 

f. California Low-Gravity, Hugh-Sulfur Crude Oil Entitlements 

Under a special program designed to boost the market attrac
tiveness of California low-gravity crude oil, the ERA grants refiners 
of the product additional entitlements. 

g. Other Categories of Oil 

Naval Petroleum Reserve (NPR), stripper well*, tertiary*, 
ANS and imported oil are all treated as uncontrolled oil for entitle
ment calculations.32 

h. Exceptions and Appeals Relief 

Firms can seek relief from compliance with the DCOE Program 
regulations by petitioning the DOE's Office of Hearings and Appeals 
(OHA). 
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C. THE INFORMATION COLLECTED 

1. The Reporting System 

The DOE has promulgated regulationsa (published in the Code 

of Federal Regulations) setting forth the information that must be sub-

32 · mitted in each report. The data elements required to be submitted in 

these reports includes the information necessary to operate the DCOE 

33 Program. 

The DCOE Program office within the ERA collects the data used 

to operate the entitlements program in a series of mandatory monthly 

reports. The ERA logs receipt of all reports, reviews them for accuracy 

34 and enters the data taken from the forms into a computer for processing. 

The reporting, processing and aggregation of this data takes place over 

35 a 100-day period. 

A program participant may be required to submit several reports 

each month, depending upon the number of the following reporting cate-

gories within which it falls: (1) eligible firm or refiner delivering 

crude oil to the Strategic Petroleum Reserve; (2) refiner; (3) eligible 

firm; (4) naphtha importer; (5) eligible firm or refiner required to 

purchase or sell entitlements for the third month prior to the reporting 

month. 

The first four of these reports are prepared specifically for 

36 the DCOE program. The report required to be submitted by all eligible 

aThe Department of Energy's regulations for the implementation of the 
DCOE program are published in the Code of Federal Regulations. Relevant 
portions of these regulations are set out in Appendix B. 
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firms is prepared for the Office of Oil Imports. The DCOE Program 

office uses data taken from that report. 

2. Reports Description 

a. Strategic Petroleum Reserve Deliveries 

The report by participants delivering crude oil to the 

Strategic Petroleum Reserve is submitted in a letter to the DCOE Program 

Qffice, setting forth the total cost, weighted average cost, and volume 

of the domestic and imported crude oil accepted for delivery by the 

United States Government. 37 

b. 38 Refiners' Monthly Report 

Form ERA-49 is used to do·cument crude oil receipts, costs 

and runs to stills. For refiners who sell residual fuel oil in, or 

to, the East Coast market, the volume of residual fuel sold is also 

documented. Crude oil receipts are broken out for volumes and weighted 

average costs by the category of crude oil (old oil, new oil, imported 

oil, ANS oil, stripper well oil, synthetic crude, NPR oil, tertiary oil, 

and other domestic oil). For the first four categories, oil originating 

in or going to California is also reported. Crude oil receipts are also 

broken down by volumes processed for a refiner's own account at its 

refinery and at other refineries, and for non-refiners at its refinery. 

These figures are cross-checked at ERA. 

Form ERA-49 replaced Form FEA-Pl02-M-2, which as FEA-P102-

M-0 was the form used at the inception of the program. ERA-49 has been 

in use since February 1978. Approximately 180 companies currently file 
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this form, which must be submitted to ERA.on or before the fifth day of 

the second month following the reporting month. 

39 c. Data on Product Imports 

Data on imports of residual fuel oil into the East Coast 

market are taken from Schedule T, column m of Form FEA-Pll3-M-O. This 

form must be submitted by all importers of crude and unfinished oils 

and refined products to the Office of Oil Imports in the ERA, no later 

than 15 working days after the end of each month. It is processed in 

that office before being sent for use in the entitlements'program. This 

system replaces a separate report, Form FEA-Pl26-M-O, which was required 

by the FEA from importers of residual fuel oil into the East Coast 

market. The change was made in July, 1977. 

d. 
40 Naphtha Importers' Monthly Report 

Form FEA-Pl29-M-0 is used to document imports of foreign 

napht~a into Puerto Rico for use as a petrochemical feedstock. Imported 

volumes are reported by individual shipments with the port of origin, 

total dollar cost, and weighted average cost per barrel listed. Export 

sales of naphtha-derived products and the total volume of naphtha im-

ports are also reported. Export sales are subtracted from total imports 

to arrive at a total imported naphtha volume which is the basis for 

issuing naphtha entitlements. Only four companies are currently re-

quired to submit this report. They must do so even if the imported 

volume is zero. Reports are due by the fifth day of the second month 

following the month of importation. 
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e. Entitlement Transac:tions Report41 

Report Form FEA-Pl03-M-O (which will be replaced by 

ERA-116) is used to document and account for all entitlement transactions. 

It is the basis of entitlement accounting and is the source document for 

the permanent record of entitlement transactions. It must be submitted 

by the tenth day of the third month following the month for which the 

entitlements were is~ued. The information to be submitted includes a 

list of the respondent's sales and purchases of entitlements position at 

the end of the previous month. This form must be submitted by all parti-

cipants in the DCOE program. Importers are not required to submit re-

ports for months in which they did not receive entitlements. 
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D. SYSTEM IMPLEMENTATION 

Sections I.A, I.B, and I.C presented an overview of the function 

of the Domestic Crude Oil Entitlements System. This section is a des-

criptionof the processes and procedures currently in use to implement 

that system. It describes the data collection procedures, processing, 

storage and retrieval of information, and the other actions undertaken 

during the normal functioning of the DCOE Program at DOE. 

1. Responsibility for System Implementation 

For all practical purposes the responsibility for the day-to-

day functioning of the Domestic Crude Oil Entitlements System falls 

under the Director, Crude Oil Supply and Allocation Division, Office 

of Fuel Regulation, Economic Regulatory Administration. ERA personnel 

collect, verify, process, and collate all the necessary information with 

major assistance from private sub-contractors. EIA personnel serve 

primarily as the project officer for these sub-contracts, and as the 

program operator in charge of running the computerized portion of the 

system. After each period's computations are completed, the Division 

of Oil and Gas Statistics (EIA) publishes selected statistics in the 

Monthly Energy Review. The month's "Entitlements Notice" is published 

in the Federal Register by the Office of General Council. 

2. System Operation 

A typical month's operation may be divided into the following 

seven procedures: 
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i Collation, verification, and computerization of input data. 

ii Initial Calculations (Entitlement Price and Deemed Old Oil 
Ratio). 

iii Calculation of- Amendments (Manual). 

iv Hearings and Appeals. 

v The Entitlement Notice. 

vi Clearance Procedures. 

vii Closure and Storage. 

Each one of the above seven procedures requires the handling and 

manipulation of information supplied by the participants either direct-

ly to the DCOE program (ERA), to other DOE programs, or as input from 

DOE's Office of Hearings and Appeals. The steps involved in handling 

this information are shown in Figure 1 and are discussed in detail 

below: 

a. Collation, Verification and Computerization of Input Data 

Step 1: ERA mails out blank forms to participants (ERA-49, P103-
M-0, P126-M-O, P129-M-O as appropriate) together with a 
copy of the last Entitlement Notice and Audit Trail. 

Step 2: Two copies of the completed forms are returned by parti
cipants by the fifth day of the second month following 
the reporting month. See Figure 2 for a detailed time
table of the Entitlements System. All forms are return
ed by U.S. mail to a designated P.O. Box. 

Step 3: Forms are moved from the P.O. Box to the DCOE office at 
least once a day, and often more frequently if needed. 

Step 4: The forms are logged in and stamped with the date. One 
copy is permanently filed. The second, or ·"working copy, 11 
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June 

I I I 
Reporting Month 

Crude Purchased 
Runs to Stills 
Resid Imported 
Naphtha Imported 

July 

I I I 
1st Month Following 

Reporting Month 

Assemble Data 
Prepare R~ports 
Submit Reports 

August 

I I I 
2nd Month Following 

Reporting Month 

Reports Received 
Data Processed 
Entitlement Notice 
Buy/Sell Entitlements 

Aug.S 
FEA-P102-M-1-June Data Reported---• ... 1 

Approx. 
Aug.15 

September 

I I I 
3rd Month Following 

Reporting Month 

Assemble Data 
Prepare Transaction 

Report 
Submit Transaction 

Report 

FEA-P126-M-0- June Data Reported--~••! 

FEA-P129-M-O- June Data Reported---~•~! 

Entitlement Notice Published--------- ~ Aug.31 
Entitlement Transactions/Revenue ~'~~!4t-----;1'1~ Sep.1 o 
FEA-P103-M-O-June Entitlement Transactions Reported ------4•~>~1 

Fig. 2. Timetable of the Entitlements System. 

I ..... 
"'-J 
I 

c 

{: 



-18-

is given to one of the three ERA analysts (the approxi
mately 180 participants are divided alphabetically and 
permanently assigned to an analyst). Most forms, due by 
the fifth of the month, arriye before the due date or at 
least before the deadline for beginning calculations 
(usually a few days after the due date). 

Because the system cannot proceed without data from all 
participants, the program may occasionally accept data 
over the telephone. Officially authorized forms must 
always be submitted to back up such information. Any 
discrepancy between the telephone data and the written 
data must be resolved via the amendments processes. 

Step 5: The forms are visually scanned by the analyst to ensure 
that all required information has been filled out and 
that dates and name abbreviations conform to computer 
specifications. 

Step 6: If any "obvious" errors are detected, the analyst calls 
the company and verifies the suspect information. 

Step 7: All information changes accepted by telephone are so 
noted on the working copy, and later verified against 
the certified and signed re-submission or amendment sub
mitted by mail. 

Step 8: After the forms have been "eyeballed" for completeness 
and gross data inaccuracies, they are forwarded to the 
EIA computer programmer/program operator. 

Step 9: The programmer screens the forms again (mainly for the 
spelling of the short name used as identification i"Q,_tl!e 
computer programs), logs th.em into the ADMINLOG filea, 
and assigns sequential accession numbers. 

·Step 10: The forms are picked up by a courier from a private sub
contractor, Data Technology, Inc. (DTI). 

asee Appendix G for a detailed description of all computerized proce
dures, programs, and_files. 
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Step 11: DTI personnel keypunch and machine verify the information 
on the forms. 

Step 12: The original forms are returned by DTI to the EIA program 
operator. They are held until all the information has 
been processed by the EDIT programs to the satisfaction 
of the ERA program staff (steps 16 through 20). 

Step 13: A back up tape of the keyRunched_information is main
tained by DTi for several days. · · 

Step 14: As the forms are keypunched and machine verified, tapes 
containing batches of forms are forwarded by DTI to 
another sub-contractor, Optimum Systems, Inc. (OS!). 

Step 15: OS! converts the information from tape to disk. After 
about five working days the original tape is returned to 
the scratch tape pool. 

Step 16: The EIA computer operator runs the necessary EDIT pro
grams (see Appendix G for descriptions). 

Step 17: The EIA computer operator forwards the EDIT reports to 
the ERA staff. 

Step 18: ERA analysts scan the EDIT reports to reconcile the data 
with the error flags generated by the computerized edit 
procedures. This process may require telephone contact 
with the participants to verify or correct submitted 
data. If data are accepted over the phone, Step 7 will 
be repeated. 

Step 19: The necessary changes are entered on a blank form and re
turned to the EIA operator. 

Step 20: The EIA operator makes the necessary changes to the com
puterized file on an interactive basis. 

After a number of changes have been made the EDIT pro
grams are rerun, and the cycle of Steps 16 through 20 
repeated. This cycle can be repeated up to a dozen times 
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before all the data is considered !'clean." 

Step 21: Once the data is clean the ADMINLOG procedures are run. 

Step 22: The ADMINLOG reports are used by ERA to ascertain which 
firms have or have not yet sumitted their monthly data. 

If a company is late in submitting its forms, data may be 
acquired by telephone (see.Step 4). 

Successful completion of Step 22 concludes the first part of the 

information flow. At this point all information necessary for the 

initial calculations has been collected, entered in the month's compu-

terized master file, and verified. 

b. Initial Calculations 

The initial calculations include the calculation of the 

month's Entitlement Price, the Domestic Oil Supply Ratio (DOSR), and 

the Deemed Old Oil Ratio (DOOR). These calculations (the COSTCOMP pro-

cedures) are based only on information collected on page 1 of Form ERA-

49. No other information is necessary. 

Step 23: The COSTCOMP procedure is executed by the EIA progranuner. 

Step 24: The cost comparison reports containing company specific 
and summary information on the receipts of various tiers, 
costs, the DOSR, DOOR, and the entitlement price are for
warded to the ERA analysts. A summary of this informa
tion is also forwarded to EIA's Division of Oil and Gas 
Statistics. 

c. Calculations of Amendments 

Amendments are corrections to previously submitted data 

made necessary due to internal company errors. To calculate the 
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proper correction it is necessary to modify the volume correction re-

quested by the firm to account for changes in the entitlement price 

and DOOR between the date the original data were submitted and the 

date the correction was submitted. The necessary calculations are 

laborious, often complex; they must be accurately done, and then veri-

fied for accuracy. 

Step 25: These amendments are calculated manually at this stage. 

Step 26: The amendments are entered on a blank form and forwarded 
to the EIA operator. 

d. Hearings and Appeals 

The entitlement program regulations provide that com-

panies required to purchase entitlements may be granted partial or total 

relief from this obligation under certain circumstances. Each month 

appeals for exceptions relief are processed by the Office of Hearings 

and Appeals (H&A). 

Step 27: A memo containing the month's approved exceptions relief 
is forwarded from H&A to the ERA program staff. 

Step 28: Information contained in this memo is transcribed onto 
blank forms by the program staff and forwarded to the 
EIA program operator. 

e. The Entitlement Notice 

All the information necessary for the calculation of the 

participants' entitlement obligations has been obtained. The next step 

is initiating the calculation sequence. 
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Step 29: The EIA program operator builds the amendments File 
and the H&A File, on an inter-active terminal. Print
outs of these files are verified (by eye) by the ERA 
staff prior to initiation of the next step. 

Step 30: The EIA operator initiates the CALCENT program and gen
erates the month's Entitlement Notice for DOE review. 

Step 31: Copies of the Entitlement Notice are forwarded to ERA's 
program staff for review. 

f. Clearance Procedures 

After the Entitlement Notice has been calculated and 

checked over by the DCOE Program staff, the notice must be concurred 

with both within ERA and by the Office of General Council. 

Step 32: After review by the DCOE Program staff, the Entitlement 
Notice and a draft Preamble to the notice is forwarded 
via channels to the Office of General Council (OGC) for 
concurrence. 

Step 33: After the concurrence of OGC the notice is returned to 
the DCOE Program. 

Step 34: The Entitlement Notice is forwarded via channels to the 
Administrator, Economic Regulatory Administration for 
concurrence. 

Step 35: ERA publishes the Entitlement Notice in the Federal Reg
ister (usually within 4 to 5 days). 

g. Closure and Storage 

After the Entitlement Notice has been approved by the 

Office of General Council the month's calculations are considered com-

plete, and the information to be published is considered public. 
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Step 36: Copies of the Entitlement Notice and Audit Trail are 
mailed out by the ERA program staff to the participants, 
together with the necessary blank forms for the next 
period. 

Step 37: Usually within less than an hour "the street" is aware 
that the notice is public, and the program office is 
deluged with telephone calls. Company specific infor
mation is passed on to the participants by telephone, 
and most companies know their entitlement obligation 
within several hours. 

Step 38: The EIA program operator achieves the data used in the 
monthly production cycle by copying all the monthly 
files to named disk files. These are in turn archived 
to tape using the DOE Data Set Management System. 



E. SYSTEM DESIGN 

The ab9ve sections hav~ discussed the mandated purpose of the 

Domestic Crude Oil Entitlements System, the regulations under which 

data may be collected, and the uses to which this information may be 

put. This section briefly describes the flow of liquid hydrocarbons 

from recovery through refining, from the point of view of the Entitle-

ments Program, and the development of the calculation algorithms used 

to implement the regulations. 

1. Flow of Liquid Hydrocarbons 

The flow.of liquid hydrocarbons, with a brief description of 

the measurement and accounting practices adopted in the industry, is 

discussed in Appendix J. The flow of liquid hydrocarbons, as viewed 

a from the Entitlements System, is shown in Figure 3. It includes 

domestic crude oil, liquid hydrocarbons from both associated and non-

associated natural gas (domestic and Canada), and imported crude. The 

diagram shows the flow of .the physical entities involved in the DCOE 

System, and to a more limited extent the measuring and accounting analog. 

It is difficult directly to compare information collected by 

the DCOE System with similar information collected by other systems. 

The primary reason for this diffculty is ambiguous, incomplete, and 

even conflicting definitions of some of the physical substances used in 

the different systems. For example, the definition of crude oil used 

by the DCOE Program information collection system is different from the 

aThis diagram represents the current status of the study and should be 
considered preliminary. 
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definition used by the Domestic Crude Oil First Purchaser System (DCOFPS). 

For purposes of the DCOE Program system, crude oil is defined 

as "a mixture of liquid hydrocarbons including lease condensate that 

exists in natural underground reservoirs and remains liquid at atmos

pheric pressure after passing through surface separating facilities." 42 

For purposes of the DCOFP System, crude oil is defined as "a 

mixture of hydrocarbons that existed in liquid phase in underground 

reservoirs and remains liquid at atmospheric pressure after passing 

through surface separating facilities. 'Crude oil' includes condensate 

recovered in associated or non-associated production by mechanical 

separators, whether located on the lease, at central field facilities, 

h f 1 .. 43 or at t e inlet side o a gas processing p ant. 

Thus, the definition of crude oil used for the DCOFP System 

explicitly includes both lease and plant condensates while the defini-

tion for the DCOE System includes lease condensates but not plant con-. 

densates. 

Another crude oil definitional problem is that the Mandatory 

Petroleum Allocation Regulations (10 C.F.R. Section 211 (1978)), the 

regulations pertaining to the DCOE System, do not define the term lease 

condensate. Consequently, system respondents may use different defini-

tions of lease condensate in filling out the DCOE Program reporting 

forms. 

Two other potential problems associated with the DCOE 
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information system design are: 

• Runs to Stills and Export Products. The volume of total 
crude pil runs to stills is a physical entity that can 
be closely monitored during the refining process. The 
quantity of each refined product may similarly be meas
ured. However, tracking the quantity of specific types 
of products exported, or sold for export, is essentially 
an accounting problem, in which the data may not be 
recorded in the refinery's accounting system. By requir
ing that the runs volume be reduced for certain exports, 
the system design superimposes a fairly elaborate account
ing and verification problem on a far more straightfor
ward measurement system. 

• Strategic Petroleum Reserves. Oil imported for the SPR 
may be reported as runs to stills by the importer or 
refiner. 10 C.F.R. Section 211.67 (1978) states that a 
refiner's runs to stills "shall include the total number 
of barrels. of imported crude delivered to ••• the Strategic 
Petroleum Reserve •••• " Refiners and other importers of 
SPR crude are therefore instructed to increase their 
exported runs by an amount equal to the SPR imports. 
However, the DCOE computerized c~lculation system main
tains its own computerized files on SPR imports, and 
adds these figures to company figures during the entitle
ment calculation process. The possibility of double 
counting, and the granting of duplicate entitlements 
exists under these conditions. (See Section II.~.) 

2. DCOE Calculation Algorithms 

This section traces the development of the calculation algo-

rithms in the currently operational DCOE System, and compares the 

existing algorithms (particularly CALCENT) to the regulation in 10 C.F.R. 

Section 211.67 (1978). This comparison permits the detection of those 

sections of the code where judgment or interpretation might be required 

from the DCOE Program staff to implement the regulations via a compu-

terized calculation code. 

• Data Collection Procedures. In addition to specifying 
particular data to be collected, 10 C.F.R. Section 211.66 
provides a catchall phrase that permits the DCOE system 
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to collect all necessary data. In order for the 
calculations to proceed all data must be collected in 
time. The system cannot proceed with incomplete data. 
To facilitate this the program s-taff will; if necessary,
accept provisional data over the telephone, with certi
fied data to follow by mail. 

• Procedures specified in 10 C.F.R. The calculation of 
the entitlement position of a company requires the 
development of a humber of national statistics. These 
are calculated explicitly as stated in 10 C.F.R. Section 

-211.67 (1978). 

• Procedures Requiring Some Interpretation. 

i. In the calculation of the Naphtha Ratio, the regu
lations introduce the notion of the "entitlement 
value for a barrel. of crude oil included in the 
volume of a refiner's crude oil runs to stills for 
total month.n The CALCENT calculation code inter
prets this as DOSR x EP x 1, i.e., the marginal 
revenue a firm obtains by including one additional 
barrel of .oil in their· runs .to stills. This inter
pretation is appropriate. 

ii. The exact method for including Exceptions and Appeals 
relief is not specified in 10 C.F.R. Section 211.67 
(1978). The calculation code trea.ts value excep
tions for partial refief and blanket relief excep
tions slightly differently. The difference is 
merely a matter of computational convenience and 
does not affect the final figures. 

iii. Crude runs to stills are subject to numerous adjust
ments as specified in 10 C.F.R. Section 211.67 
(1978). Only in the treatment of the Strategic 
Petroleum Reserve (SPR) adjustment is there a 
strong possibility of an error. As discussed above, 
the data collection and calculation procedures may 
conflict with the definitions and lead to double 
counting of these adjustments. The recent change 
in the method of collection and input of SPR data 
to the !'YStem should help overcome this problem. 

,..~ .,, .... 
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F. USERS OF THE OUTPUT 

The Domestic Crude Oil Entitlements Program was mandated essentially 

to equalize the input cost of crude oil to u.s. refiners, and to relieve 

any undue cost burden on other selected participants. Regulations provide 

for the collection of all necessary data and specify calculation procedures. 

These regulations also guarantee the proprietary nature of all company 

specific information supplied by the participants. The entitlement price, 

the entitlement position of the participaqts, and the exceptions relief 

granted are published monthly. 

The primary use of the data collected. by the DCOE Program is for the 

calculation of the entitlements position of the program participants. 

Data submitted by the participants is processed by the program staff, and 

(usually within two weeks) the results of the computations are made known 

to the respondents. The audit trail gives back to the companies sufficient 

information on the handling of the data for them to be able to detect any 

major .errors. In the immediate sense the system may therefore be consid-

ered closed, with the primary use of the data being made by the entitle-

ments program, and the most interested parties being the respondents. 

The management of the DCOE Program also uses the data to investigate 

internal and external consistency. The most important example of this use 

of data is the continuin~ investigation of the relative decline rates of 

old oil and new oil. From the information available to this project it is 

difficult to determine how comprehensive, systematic, or thorough the use 

of the data for this purpose is. 
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There are however other uses and users. of the DCOE information. 

These secondary users and their requirements are discussed below. 

1. ;Publication in the Federal Register 

The Economic Regulatory Administration is responsible for publi-

cation of the official Entitlement Notice in the Federal Register. This 

official publication process takes four to six days. The program parti-

cipants are aware of the contents of the notice within hours after OGC 

and ERA concurrence, so the official notice is more of historic than of 

primary ipterest to the primary participants. 

2. Publication in the Monthly Energy Review 

A copy of the Cost Comparison Reports and the Entitlement Notice 

are provided to the Office of the Director, Division of Oil and Gas 

Statistics (EIA). This office is responsible for the publication of the 

"Entitlement Price," the "Crude Oil Entitlement Benefit," and the "Domes-

tic Old Oil Supply Ratio" in the Monthly Energy Review. 

EIA also compares the total "cost per barrel" as reported by 

the DCOE Program to the similar figure, Refinery Acquisition Cost, reported· 

via the PllO system, i.e.,. the Refiner's Monthly Cost Allocation Report. 

There are several reasons for these figures to be close but not the same, 

and this office of the EIA attempts to investigate these differences on 

a low key basis. Occasionally EIA may contact a company by telephone to 

investigate further if discrepancies between the ERA-49 and PllO are 

"large." The process for follow-up action taken as a result of these 

investigations is not clear. 



1.) u . ' .$ 

-31-

3. Monthly Data Summary Sheets 

Monthly Data Summary Sheets containing non-proprietary infor-

mation are produced by the DCOE Program staff. These data are important 

for the program management's attempts to investigate consistency and data 

validity. These data are available to other DOE departments, and inter-

ested parties (law firms, oil companies, etc.) if picked up in person at 

the program office. They may occasionally be mailed out in response to 

a specific request. No official record is maintained of the distribution 

of these reports. 

4. Compliance Reports 

Compliance Reports consisting of DCOE Program information sorted 

by region are forwarded to all regional audit offices. The program says 

it has received no feedback on the usefulness of these reports. Investi-

gation of the utility of these reports to the audit officers was not 

completed. 

5. Freedom of Information Act 

Interested parties, including oil companies and their represen-

tatives, have occasionally sought data under the Freedom of Information 

Act. To date no major problems concerning proprietary information have 

arisen due to this act. 

6. Academic and Research Use 
I 

The DCOE Program has attract:,ed a considerable degree of interest 
\ 
I among academicians and research worke~s. The Entitlement Notice and the 
I 
\ 

information published in the Monthly E~ergy Review constitute the only 

~ 
j 
\ 
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published information easily available to them. No attempt was made to 

determine the data needs of these users, or the uses to which they put 

available data. 

7. United States Congress 

The DCOE Program receives."frequent" requests from Congress, 

Congressional committees, and the Congressional staff for information 

and analysis. The nature of these requests, and the usefulness and mean-

ingfulness of the data supplied for Congressional use were not investigated. 
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G. VALIDATION CRITERIA 

The following criteria may be applied to determine whether the 

information system supporting the Domestic Crude Oil Entitlements 

Program is valid: Is the system useful; is the system meaningful; is 

the system sufficient, and (conversely) are all its aspects necessary? 

1. Is the System Useful? 

A system may be considered useful if there exists a generally 

accepted body of knowledge (theory, law, etc.) which when applied to 

the data collected permits a user to take action that attain the stated 

goal of the system. In this study this criterion is used to judge 

whether the task, as laid forth in federal regulations, can be satis-

factorily accomplished by the data collected and the procedures speci-

fied for processing the data. 

The boundaries of this investigation were drawn to include 

the DCOE System as defined in federal regulations, but to exclude the 

intent of these regulations. Congressional intent requires the Adminis-

tration "to preserve an economically sound and competitive petroleum 

industry, and in particular, to protect the competitive viability of the 

independent and small refiners."45 Whether the DCOE Program has merely 

protected the specified sections of the industry, or provided them or 

others with an advantage is not the subject of this investigation. 

Questions such as these would require a definition of what constitutes 

a 'sound and competitive petroleum industry' and what constitutes 

'competitive viability' for a smaller participant. The usefulness of 

the DCOE Program in achieving these larger goals has not been considered 
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the prerogative of this investigation. 

The system is useful (valid) in meeting the objectives 

specified in the regulations. No extrapolation of this statement to its 

usefulness in terms of the intent of Congress is attempted. 

2. Is the System Meaningful? 

Of primary concern here are questions of accuracy, i.e., 

definitional accuracy and physical accuracy. The terms should be 

sufficiently clearly defined so that user and .respondent are in agree-

ment as to what is required and what is reported; the information col-

lected should be appropriate to accomplish the system objective; the 

data should be statistically accurate enough to meet the intent of the 

regulations and the computational requirements of the system. 

Based upon the preliminary investigation to date, the system 

is meaningful (valid). However, further investigation is needed. 

3. Is the System Sufficient and Necessary? 

This last criterion attempts to determine whether all the 

DCOE System goals can be satisfied with the data collection and infor-

mation processing procedures; and conversely, whether these goals could 

still be accomplished with reduced effort. 

Again, based upon the preliminary investigation to date the 

system as it exists is both necessary and sufficient. A limited exten-

sion of the system could help resolve some ambiguities in system design 

and data definition, as well as serve as internal check points. Specific 

recommendations in this area, if needed, will be made in the final report. 
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II. SYSTEM VALIDATION 

A. FORMS ANALYSIS 

The analysis of forms and instructions for the DCOE system is a 

necessary preliminary step for validation of the data collected by the 

system. This analysis is complicated by the fact that since the incep-

tion of the Domestic Crude Oil Allocations Program, the forms on which 

companies are required to report their data have undergone several 

major and numerous minor changes. These changes have been necessary 

because of the dynamic nature of the entitlements program. Almost 

continual changes in the law and accompanying regulations have meant 

that new, different, or additional data were periodically necessary. 

For the purpose of our analysis, the January, 1978 version of Form 

ERA-49 was used. A somewhat modified version of this form is current-

ly in use. 

A number of categories of possible faults in the forms and in-

structions were identified: 

A. Lack of internal consistency. 

B. Und~fined terms in the instructions. 

C. Ambiguous or insufficiently precise reference to regulations. 

D. Concept or term not clearly defined. 

E. Lack of Clarity in language. 

F. Omission of an instruction. 

Appendix D contains the details of this analysis, including location 

of possible faults and fault types, description of the discrepancy 

likely to follow from the fault, and recommendation as to how the fault 
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might be corrected. In addition to the Refiner's Monthly Report 

Form (ERA-/l.9), some ana'lysis has also been given to the Naphtha Imports 

Monthly Report (FEA-P-129-M-0), the Report of Oil Imports into the 

United States and Puerto Rico (FEA-P-113-M-0), and the Entitlement 

Transaction Report (FEA-P-103-M-0). 

It was concluded that more emphasis should be given to clear, 

explicit and consistent definitions within the DCOE forms. Due to 

occasional unclear definitions and some omission of instructions, 

some double counting is possible, particularly when reporting crude 

runs volumes. The detailed analysis in Appendix D locates these 

problem areas in the forms and instructions. 
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B. EDITING OF INPUT DATA 

Editing of the entitlements data by the program staff is carried 

out both by 'eyeballing' and with the aid of computerized editing pro-

grams. Section I.D. discussed the implementation procedures of the 

DCOE Program, and itemized the steps in the flow of a typical month's 

information, from log-in through final calculations. Editing and ver-

ification of the input information is carried out in steps 5 through 

20 (See Section I.D and Figure 1). 

The editing and verification process can be divided into two parts: 

'eyeballing' by the analyst, and a rather comprehensive computerized 

editorial process that checks basic arithmetic. Keypunching from the 

original hard copy to magnetic tape is done by a sub-contractor, who 
.. .. -· .. . .. · 

is also responsible for machine verification of the keypunch operation. 

1. Eyeball Editing by DCOE Analysts 

In step 5, when the original forms arrive at the program 

office, they are visually scanned to ensure that required informa-

tion has been completed, and that dates, name abbreviations, etc. 

conform to computer specifications. 

The approximately 180 refiners participating in the program 

are divided alphabetically into three groups, with an analyst permanent-

ly responsible for about 60 participants. \Vhen initially reviewing the 

incoming forms, the analyst also attempts to 'eyeball' the data to 

determine if it 11looks right." The main information looked over 

during this process is consistency of the current month's volumes for 

various tiers with similar volumes reported for prior months, and the 
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'reasonableness' of per barrel prices. 

If any information appears 'unusual' the analyst will contact 

an authorized company representative by telephone and attempt to veri-

fy the item in question. Corrections, especially of clerical or typo-

graphical ·origin are accepted over the phone. The item in question is 

merely 'red-lined,' and the new value written in. Regulations require 

that a certified copy of these corrections, or 'resubmissions' be for-

warded to the program as soon as possible. Any additional discrepancy 

between the numbers accepted over the phone and the resubmissions may 

have to be further resolved, via the amendments process. 

Owing to the fai;rly,heavy case load (60 companies per analyst, 

and a large amount of manual calculations for the amendments) only 

obvious and large clerical errors can be caught by this eyeball editing 

process. It would not be possible to detect, for example, long.term 

shifts in reporting patterns or internal inconsistencies by this pro-

cess. Some possible forms ofcinconsistencyare discussed in section 

!I.E. The use of an elementary moving average procedure to help the 

analyst verify incoming data is discussed below. 

2. Computerized EDIT Procedures 

The DCOE Sytem has a number of EDIT programs to permit veri-

46 
fication and editing of the data keyed from the original documents. 

These procedures permit the program staff to build or update a master 

file with those records that pass the computerized edit, to print a 

report displaying the state of the output master file, and to provide 

a listing of the records rejected and for the errors encountered in 
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records not rejected. 

During typical operation the input to the specified EDIT pro-

gram is from a working disk file (ste_p 15 of the System Implementation) 

containing the transaction records keyed from the monthly report form. 

Output consists of basically two parts: a second working disk file 

containing the latest accumulation of records that have been success-

fully edited, and "Edit Work Lists" (hard copy) formatted to print the 

latest status of accepted and rejected files. The analyst works with 

these edit work lists to determine which must be verified, corrected, 

re-keyed, and resubmitted to subsequent EDIT runs. A summary list of 

error message counts accompanies each edit work list. 

The EDfr programs edit information in two distinct categories: 

Prefix edits and Document edits. 47 Prefix edits consist of checking 

and identifying label or alphanumeric information, e.g., company 

name, month, etc. Records passing the prefix edit are passed onto the 

document edit. 

The document edit is a fairly elaborate check of the numerical 

information for format, sign, and required records. Data in the wrong 

format (e.g., decimal points), of the wrong sign (e.g., negative prices), 

or with certain records missing (certain records are required) are 

flagged for analyst follow-up. 

One of the most important functions of the document edit is 

'data validation.' Various rows and columns of the input documents 

are interrelated, and the EDIT procedures make the calculations neces-

sary to validate the immediate internal consistency of data among these 
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columns. When the calculated value does not equal the entered, the 

calculated value overrides the original entered value, and the assoc

iated error message is printed. 

It should be noted that the above procedure assumes that the 

error detected and corrected is computational, i.e., due to addition 

or division. It may in fact be that the calculated number is correct 

as entered, and the number calculated by the EDIT procedure is in error 

due to a clerical error in one of its components. It is therefore up 

to the analyst to accept this override, or to verify whether the final 

component or the sub-components are actually in error by telephone 

cpntact with the respondent. 

An additional check made during the document ed~t is a 'reas

onableness' check on the reported crude runs to stills. In this check 

.the ratio of crude runs to the registered capacity of the refiner 

(adjusted for the days in the month) is calculated. This ratio is 

required to be between 0.3 and 1.0; if not an error message is pro

duced. Since it is to a refiner's benefit to show the largest possible 

crude runs, an upper bound of 1.0 is a strict but appropriate flag 

point. Crude runs exceeding registered capacity which are possible· 

for sho~t periods, will therefore be brought to the attention of the 

program. 

3. Non-DCOE Program Data 

A single piece of data, the imports of residual fuel oil, 

used in the DCOE calculations, are not collected by the program itself. 

This information is obtained fromForm P113, Schedule T, column M. 

.. 
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After verification by the Pll3 program office, a copy of Pll3, 

Schedule T, is forwarded to the DCOE program office. These schedules 

are keypunched, machine verified, and entered into the month's master 

file. If after the data has been forwarded to the DCOE office should 

the respondent update or amend the original data, this new information 

,-is not available to the DCOE office. 

The impact this procedure could have on the program calcula-
·-

tions has n-ot been investigated -to date. It is anticipated that the 

overall impact on other participants due to the change of data of a 

single respondent is probably small. The impact for that single res-

pondent may or may not be sig~ificant. The cumulative impact of fre-

quent changes or resubmission of this data by a company would, of 

course, depend on the frequency, magnitude and direction of such cor-

rections. 

4. Conclusions 

The editorial procedures used by the DCOE Program are adequate 

to verify or edit the immediate month's data for label information and 

arithmetical internal consistency. 

The program does not attempt to systematically monitor company 

specific data for long-term trends or long-term consistency. Prelim-

inary investigations to date indicate the needs of both these types of 

validation procedures, either on a monthly or periodic (e.g., quarterly) 

basis. One important type of internal consistency validation is dis-

cussed in section II.E. The monitoring of long-term trends in input 

data is discussed below. 
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5. Reconnnendations for Further Research 

During this phase of the investigations, an attempt was made 

to test methods of monitoring company specific long-term trends in 

various data categories. Unfortunately, the unavailability of this 

data did not permit these investigations to proceed to any conclusion. 

Based on the very limited company specific data available, a 

simple forecast model based on moving averages was used to test the 

'validity' of the next input data. Figures 4 and 5 show the result 

of applying the mean and standard deviation associated with a five 

month moving average to monitor old oil receipts of two companies.a 

The asterisksUc) indicate input data that would have been flagged as 

"outlier," i.e., greater than two standard deviations from the mean, 

had the scheme been in effect. The solid points indicate 'good' data. 

Figure 4 for company A indicates that the two points of corrective 

sharp decline would have been brought to the analysts' attention. 

Similar data for company B is shown in Figure 5. While the input data 

for company B is apparently more stable (note the much smaller 'two 

sigma' bars), this company would have been flagged eight times in 21 

.months. Closer investigation of the two figures will indicate that 

while company A has a trend, company B's old oil receipts may be step-

ping downward in discrete jumps, perhaps deserving further investiga-

tion. 
-

.~he_above preliminary analysis indicates the reasons for, and 

aThese were the only companies on which data, though unavailable, 
could be d~vel~ped from secoD:dary sources. 
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the type of further investigation necessary to determine the need for 

a system to monitor longer-term trends in input data. 
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C. SENSITIVITY OF CALCULATIONS 

1. Introduction 

The purpose of this section is to investigate the sensitivity 

or robustness of the two major end products of the DCOE calculations 

(i.e., a company's entitlement position and the entitlement price) to 

variations in input data. 

Both the entitlement price and a company's entitlement obliga-

tion are a function of the many data elements collected by the system. 

However, not all data elements will have an equal effect on these two 

primary outputs. In this section a number of "primary" input variables 

are identified, i.e., input data. which could have the largest effect on 

the primary outputs. Each of these inputs is tested by two methods to 

determine variation in the primary outputs to changes in the inputs. 

2. Primary Variables 

Identification of the important or primary input variables 

will serve as a valuable guide to the remainder of the validation study. 

Input data e~ements that have a major impact on the entitlement price 

or a company's entitlement obligation will need to be validated more 

carefully than data that do not have a similar impact. Intentional and 

systematic incorrect reporting of information, if indulged in at all, is 

more likely to occur when this could lead to a clear advantage for the 

reporter. Unintentional though systematic incorrect reporting within 

the system needs to be identified particularly for those data elements 

that significantly affect the participants' monetary positions. 
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The pr~ary input data elements whose sensitivity was studied 

1. Crude runs to stills 

2. Upper tier receipts in conjunction with crude runs 

3. Old oil reported as upper tier receipts 

4. Exceptions and appeals entitlements 

5. Prices of old oil, upper tier receipts, imported and 
stripper oil. 

3. Test Procedures 

Two procedures were used to test the relative sensitivity of 

the above data elements. They are: 1) an analysis of the formulae and 

calculation algorithm used by DCOE; 2) sensitivity tests conducted using 

the DCOE computer programs. 

a. Analysis of the Formulae and Calculation Algorithm 

There are four basic formulae which affect the calculation 

of the month's entitlement price and a particular company's entitlement 

buy/sell position. They are: 

• the Domestic Oil Supply Ratio (DOSR) 

• the Deemed Old Oil Ratio (DOOR) 

• the Entitlement Price Formula 

• the Buy/Sell Position Calculation 

The effect of each of the input variables on the above 

four formulae was analyzed by taking the appropriate partial derivatives. 

The four formulae, their partial derivatives, and the sample data used to 

demonstrate the sensitvity of the entitlements price and buy/sell input 
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parameters are discussed in detail in AppendiX F, and summarized below. ,, 

b. Sensitivity Tests on DCOE 

Due to delays in acquiring a working copy of these pro-

grams and the required data of a typical month's Master File, these 

tests have not yet been completed. 

It is necessary to complete these sensitivity tests to 

ensure that the sensitivity or robustness of the actual computerized 

calculation procedures is the same as that of the analytic model. 

4. General Observations on the Results of the Sensitivity Analysis 

This section is presently based only on the analytic tests 

made. It is expected that results from running the computer programs 

themselves will be identical to those derived analytically. 

a. Price versus Volume 

' 
The entitlement revenue of a company is more significantly 

affected by changes in reported volumes of the various tiers of oil than 

by variation of their corresponding unit prices. This is because changes 

in reported prices affect a company's entitlement revenue only via a 

change in the national entitlement price; they do not affect the number 

of entitlements the company may be required to' buy or sell. A variation 

in reported volumes, however, may affect the entitlements revenue by 

modifying both the entitlement price and the entitlement buy/sell position. 

As shown in Figures 6 and 7, variations in reported volumes are gener-

ally more significant than variations in reported prices. Calculations 

supporting these graphs are shown in Appendix F. 
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Sensitivity of Entitlem~nts Revenue to volume and price 
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b. Variations in Price 

Variations in reported prices affect only the national 

entitlement price. Since the entitlement price is a weighted average 

price, the effect of price variations is proportional to the size of 

the company. Errors in the prices reported by large companies will 

affect the entitlement price to a much larger extent than errors in a 

smaller company's data. 

c. Size of Company 

The sensitivity analyses indicate that the net gain in 

entitlement revenue of larger companies is usually smaller than that of 

the smaller companies for similar variations in prices or volumes. This 

phenomenon is further magnified when relative gain (e.g., percentage 

change in the entitlement revenue) is used as a yardstick. 

d. Special Entitlements 

In addition to the basic entitlements granted to equalize 

the access costs of crude oil, special entitlements are granted for a 

number of reasons (naphtha imports into Puerto Rico, California Heavy 

Oil Benefits, etc.). The rate of return due to variations in these 

special entitlements is actually less than 100 percent. This is especi-

ally true for larger companies, where the rate of return can be as low 

as 95 percent, depending on the size of the company. This conclusion 

also holds for Exceptions and Appeals Relief (EAR) entitlements. 

5. Sensitivity to Input Variables. 

This section describes the sensitivity of the two important 

system outputs, the entitlement price and a company's entitlement 
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obligation, to variations in the selected input parameters. The equations, 

calculation methodology, and sample data used in the analysis are discussed 

in detail in Appendix F. 

In the discussion that follows a large company may be thought of 

as one with a refining capacity of approximately 20 million barrels per 

month, while a small company is defined as one with a capacity of approx-

imately 200,000 barrels per month. 

a. Crude Runs to Stills 

An increase in the reported Crude Runs to Stills improves 

a company's entitlement obligation. The net improvement for typical large 

and small companies is shown in Figure 8. Note that an increment of one 

barrel of crude oil to the crude runs to stills of a small company will 

have a slightly higher return than a.similar increment for a large company. 

After allowing for changes in inventory levels, crude runs 

to stills should not exceed total crude receipts. In section II.E., we 

note that this is in fact ncit so, indicating a possible problem of over-

reporting runs to stills. This apparent anomaly is discussed in section 

II. E. 

b. Runs to Stills/Upper Tier Receipts 

To maintain an internally consistent data set, a systematic 

over-reporting of crude runs would have to be accompanied by an equivalent 

increase in crude receipts. Figure 9 shows improvements in a large and 

small company's entitlement position for concurrent increases in upper tier 

receipts and crude runs. Note that the potential gain in this case is 
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smaller than that for over-stating crude runs alone. 

c. Old Oil Reported as Upper Tier 

Figure 10 shows the potential improvement in a company's 

entitlement position for reporting old oil as upper tier oil. Again, the 

potential advantage for a small company is slightly greater for a small 

company than for a 'larger one. In either case, the potential rate of return 

is high. As the Deemed Old Oil Ratio (DOOR) is decreasing over time, this 

rate of return is increasing the incentive to report old oil as upper tier 

rece~pts. 

d. Exceptions and Appeals 

As shown in Figure 11, EAR entitlements are just slightly 

less than 100 percent effective. The larger the company, the smaller the 

effective relief. However, the reduction in either case is minimal and 

does not seem to be a significant reason to overappeal. 

e. Price Variations 

As discussed earlier, variations in reported prices affect 

only the calculation of the month's entitle~ent price; they do not affect 

the company's entitlement buy/sell position. However, the entitlement 

revenue, which is the product of the entitlement price and entitlement 

position is obviously affected. Figures 12 through 14 show the effect of 

small deviations in the reported prices of stripper oil, imported oil, and 

old oil on a typical large and small company's entitlement revenues. 

Note that the graphs are based on the analysis and "typical" 

data discussed in detail in Appendix F. Also note that while large 
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companies have a larger total dollar gain from similar changes in reported 

prices, the relative incentive for either large or small companies to 

mis-report price data is rather small. 
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D. AMENDMENTS 

1. Introduction 

Federal regulations require all participants in the DCOE 

System to submit data for a given month. Data are due by the fifth day 

of the second month following the report period. These regulations 

permit participants to correct or update the original information sub-

mitted by them in two distinct ways: (1) by 'Amendments' to the origi-

nal data, or (2) by an 'Adjustment' of current data that will compensate 

f bl b d . f . . . f i 48 or a past pro em y mo 1 y1ng current 1n ormat on. 

The general instructions for Form ERA-49 describe an amendment 

as a: "resubmission of a,previously filed report resulting from an 

internal company error," while an adjustment is: "an invoice of re-

certified crude oil previously booked . . • based on either a prior 

invoice or a good faith estimate •••• " The specific instructions 

clearly state: "Do not include corrections resulting from internal 

errors" as adjustments. 

Based on the investigation to date, it is not clear that 

participants scrupulously maintain the distinction between adjustments 

and amendments in their original data. However, as discussed below, 

the net affect on the DCOE System of not maintaining this distinction 

is small. 

2. The Amendment. Process 

A refiner may file an amendment to previously supplied data, 

including previous amendments, during any subsequent month. An 
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amendment is filed using the normal ERA-49 form (the amendment box is 

checked). 

Companies may amend only their old oil receipts, upper tier 

oil receipts, and crude runs to stills. Volumes of uncontrolled crude 

oils may not be amended. Price figures may not be amended. The stated 

reasons for not accepting amendments to receipts of uncontrolled crudes 

or prices that these figures enter only into the calculation of the 

month's entitlement price (EP) and the Domestic Oil Supply Ratio (DOSR). 

Both are fairly robust (see section II.C.) to these changes. Therefore, 

the net effect on the participant's entitlement revenues are not signi-

ficantly affected by limiting the amendments accepted. 

Another possible reason for this limitation is the historical 

growth process of the DCOE System. As originally conceived, the enti-

tlements system was limited in scope, intent, and possibly life-expect-

ancy. The provision was not made in the original computerization of 

the calculation procedure to allow for automated calculations of 

amendments. As a result, these calculations have always been done by 

hand, with sub-results entered back into the main computerized cal-

culation scheme., Since the time and manpower available during the 

calculations period of each month (about 10 to 14 days) is limited, it 

would not be possible to accept additional amendments without increasing 

the manpower and/or time to do these manual calculations. An obvious 

solution to this problem is to computerize the process of dealing with 

amendments. Such a process would go a long way to reduce the strain 

and crisis atmosphere present during the monthly calculation process. 
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The end result would be greater accuracy, speed and efficiency for all 

concerned. DOE has had such a project underway for sometime, but 

various higher priority tasks (resulting mainly from changes in regula-

tions) have kept this work from being completed. 

3. ·The Amendment Process and Data Quality 

The amendment procedure can·affect data quality in two dis-

tinct ways: 

a. Errors introduced by DCOE manual procedures 

b. Systematic and biased data reporting by participants. 

Based on the preliminary assessment of the system to date, 

neither of the above problems significantly affect the purpose or in-

tent of the DCOE Program. 

a. Errors Introduced by DCOE Manual Procedures 

As discussed above, the calculation of the amendments 
\ 

submitted by refiners is essentially a manual process. Based on the 

original volume data and the subsequent amendments the company wishes 

to make, the staff manually calculates the equivalent volume or 

"correction". 49 Calculation of this correction primarily involves the 

original and present month's DOOR and entitlement price. Because of 

the large number of amendments that may be submitted during a given 

month, and the crisis atmosphere in which most of these calculations 

are made, the likelihood of transcription and computational errors is 

ever-present. 

In order to detect the magnitude of these possible 
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errors, amendments submitted between March, 1976 and June, 1978 were 

50 obtained. Approximately 2350 such amendments were gathered and pro-

cessed. It is estimated that approximately 100 additional amendments 

were submitted during this period, but have not yet been acquired for 

study. 

Transcription Errors: Of the 2350 amendments, sixty 

randomly selected amendments were initially checked for accuracy of 

transcription between amendment forms and amendment worksheets. No 
. a 

transcription errors were found. 

Computational Errors: All 2350 of the amendments on the 

worksheets obtained were checked for computational errors. The manual 

procedures associated with the calculation of amendments are carried 

out in three basic steps~ Two of these three steps have been checked 

to date •. The third step has yet to be verified. Table H-2 in Appendix 

H shows in detail: (a) the type of error found in the first two steps, 

(b) the effect of the error on the company involved, and (c) the date that 

corrective action was taken. Computational errors discovered by the DCOE 

Program include the date that corrective action was taken. Errors without 

such a date indicate the computational error was not uncovered and/or 

corrected. Table 1 summarizes the errors found in the manual computation 

of amendments, and notes whether or not they were corrected. The largest 

error made by the program and corrected for was $4,135,478 in April 1978. 

The largest error believed not to have been corrected was $495,714 in 

aA sample size of sixty from a population of over two thousand is not 
sufficient to make a statistically sound estimate of the transcription 
errors. It is planned to draw a larger sample and continue this in,.. 
vestigation. 
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TABLE 1 

SUMMARY OF ERRORS IN THE AMENDMENT PROCESS * 
(FEBRUARY 1976 THROUGH MAY 1978) 

DR.! AF·T '. i"-(;.. 

NUMBER OF ERRORS 

' 
Discovered Not 

ERROR 'l'YPE & Discovered 
Corrected By DOE 

By DOE 

1. Incorrect Sign for 6. 4 6 

2. Incorrect DOOR used in Calculations 1 46 

3. Incorrect Subtraction - 9 

4. Incorrect Entitlements Price used in 
Calculations 4 1 

5. Possible Transcription Error 3 2 

6. Amendment Calculated More Than Once 7 -
1. Incorrect Original Figur~ used in 

Calculations 2" -
~- Miscellaneous Errors 8 4 

·-
* The manual procedures associated with the calculation of amendments ar~ 

carried out in three basic steps. Two of these three steps have been 
checked to date. The third step has yet to be verified. 

11"" The amende.:l volume minus the original voltiiile. 
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The DCOE System is self-policing in the sense that the 

c audit trail returned to the participants. each month allews companies 

to verify how their data was processed. All significant computational 

errors are therefore subject to verification by the refiner involved. 

No instance was found where a major computational error in the amendment 

process went undetected for more than one or two months. The errors 

shown as undetected in Table 1 normally increase or decrease a company's 

entitlement up to two to three thousand dollars p~r incident. 

b. Systematic Biased Reporting by Participants 

As discussed in the introduction to this section, cor-

rections to data already submitted may be made in one of two ways: by 

adjustments made to the current month's volumes by the respondents 

themselves, or by amendments. In the latter case the DCOE staff cal-

culates equivalent corrections. Regulations require that amendments 

are submitted only to "correct a previously filed report resulting 

from an internal company error." Corrections to data for other reasons 

should be made via adjustments to current volumes. 

Tables H-3, H-4, and H-5 in Appendix H show the number 

of amendments filed by each participant for their old oil, upper tier 

bThese refer only to errors made in the processing of amendments, not 
to other error sources. 

cThe 'audit trail' is the company specific computation summary mailed 
to each company each month. It contains the important national 
constants of the DCOE System, and a summary of their effect on a 
company's special entitlements and entitlement position. 
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receipts and crude runs to stills. Note that in each of these cases 

approximately 40% of all the amendments filed are filed by only five 

or six refiners. In fact, 40% of all old oil and upper tier amendments 

51 are filed by essentially the same group of large integrated refiners. 

As shown in Table 2, small refiners are more likely to amend their 

crude runs than their old oil or upper tier receipts. 

Not all large refiners (integrated or independent) file 

large numbers of amendments; indeed some large companies file very few 

amendments. Overall about half of all amendments are filed by large 

refiners and the remaining half by small refiners. For reasons not 

clearly understood at present some participants use the amendment sys-

tem rather heavily. Possible reasons are discussed below. 

Of the above three data series old oil receipts have the 

largest effect on a company's entitlement position, while the crude 

52 runs and upper tier receipts have relatively less effect. A large 

portion of this section will therefore focus primarily on any possible 

systematic bias that may exist in the amendments to old oil receipts. 

To a large extent the analysis of the crude runs and upper tier receipts 

parallels this analysis of the old oil receipts. 

Since the DCOE regulations require that an amendment be 

filed only to correct for "a previously filed report resulting from an 

internal company error", in the long run the average difference between 

the original and amended value, delta, should have a mean value of 

zero, and/or the fraction of positive deltas filed should equal the 
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TABLE 2 

NUMBER OF AMENDMENTS BY TYPE 

(FEBRUARY 1976 THROUGH MAY 1978) 

NUMBER OF AMENDMENTS 

T Y P E 
TOTAL 

OLD OIL UPPER TIER CRUDE RUNS 

LARGE INTEGRATEDS 317 287 183 787 15 Companies ., .. -· 

LARGE INDEPENDENTS 57 46 48 151 15 Companies 

SMALLS 234 273 275 782 153 Companies 

608 606 506 1720 
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fraction of negative deltas for each of the data series. 

For the purposes of this study participating refiners 

were stratified into three groups: large integrated companies, large 

independents, and small refiners. Tables 3, 4, and 5 show the basic 

statistics caluclated to test the null hypothesis that the changes in 

volumes (i.~., deltas) for each of the three series, comes from a 

population with zero mean. Observing the p values associated with 

these tests leads to the conclusion that amendments for old oil and 

crude runs for large integrated companies have a negative bias, i.e., 

they tend to report high original values and later amend them downwards. 

Large independent refiner's and smaller refiner's amendments are more 

likely to come from true zero mean populations. 

On the assumption that amendments are mutually indepen~ 

demt - they should be made only .to correct for clerical error - the 

direction of an amendment should be independent of its magnitude. In 

other words, regardless of the mean value of an amendment, in the long 

run the number of positive amendments should equal the number of 

negative amendments. 

A non-parametric sign test was run on the sign of the 

deltas for the largest five amenders in e~ch of old oil, upper tier 

receipts, and crude runs. The results are shown Tables 6, 7 and 8. 

In ten out of fifteen cases, major users of the amendment process sub-

mit statistically equal numbers of positive and negative amendments. 
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TABLE 3 

STATISTICS OF OLD OIL AMENDMENTS (IN BARRELS) 

(FEBRUARY 1976 THROUGH MAY 1978) 

Large Large 
Integrated Independent 

Mean Delta (j() -31,584 3,523 

Standard 
Deviation of 143,702 50,052 
Delta (s) 

No. of amendments(n1 

317 57 

% 52.1% 9.3% 

z -3.82 0.53 

p - 0 0.3 

Delta = Amended volume minus original volume. 

z = 
) x'Z + sz 
r n 

prob(rejecting H0 iH0 is true) 

ll = 0 

ll " 0 

Small 

1, 911 

40,627 

234 

38.6% 

1.39 

0.08 

DRllFT 

' 

Universe 

-15,427 

109,088 

608 

100% 

-3.45 

- 0 
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TABLE 4 

STATISTICS OF UPPER TIER OIL AMENDMENTS (IN BARRELS) 

. ' 

Large Large 
Integrated Independent 

' 
Mean Delta <x> -12,889 11,488 

Standard 
lll9, 143 106;063 Deviation of 

Delta (s) 

N of cases 287 46 

% N of cases 47.4% 7.6% 

z -1.46 1.52 

p 0.072 0.06 

Delta = Amended volume minus original volume. 

z = x 
/ x2 + s2 

V . n 

p = prob(rejecting H0 !H0 is true) 

H0 : 11 = o 
H

1
: 11 ;,. 0 

Small 

-4,476 

79,885 

273 

45% 

-0.92 

0.18 

Universe 

-7,248 

119,441 

606 

100% 

-1.49 

0.068 
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. TABLE 5 

STATISTICS OF CRUDE RUNS AMENDMENTS (IN BARRELS) 

Large Large 
. Integrated Independent 

Mean Delta {:jt) '""61,256 23,913 

Standard 304,138. 663,326 
Deviation of 
Delta (s) 

N of cases 183 48 

% N of cases 36.1% 9.5% 

z -2.67 0.25 

p 0.0038 0.4 

Delta = Amended volume minus original volume. 

z = x 
/ xz: sz 

p = prob(rejecting H0 jH
0 

is true) 

H
0

: ).l = o 
H1 : J.l = 0 

Small 

10,431 

75,606 

275 

54.4% 

2.27 

0.0116 

Universe 

-.14,216 

280,463 

506 

100% 

-1.14 

0.127 



-74-

TABLE 6 

STATISTICS ON THE SIGN OF AMENDMENTS 

FOR OLD OIL 

DECEMBER 1974 THROUGH MAY 1978 

COHPANY.NUMBER 

116 135 

n: Number of Amendments 102 84 

r+: Number of Positive Deltas 45 36 

q .. : .44 .43 

z: -1.188 -1.309 

p: .12 .10 

De+ta = Amended volume minus original vol~~· 
.. r~ 

q = --n 

z = (r+-nl2) I y' q*(1-q*)n = (2r+-n) I y;--
p = P(q ~ q .. j q* = 112) when q .. < 112 

or 

p = P(q ~ q .. j q* = 112) when q .. > 112 

28 32 

80 66 

36 55 

.45 .83 

-.894 5.416 

' .19 .oo 

. 163 

43 

15 

.35 

1.982 

.02 
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TABLE 7 

STATISTICS ON THE SIGN 

OF AMEND~NTS FOR UPPER TIER OIL 

DECEMBER 1974 THROUGH MAY 1978 

COMPANY NUMBER 

116 13S 

n: No. of Amendments 59 55 

r+: No. of Positive Deltas 32 25 

.. q : .54 .45 

z: .651 -.674 

p: .26 .25 

Delta = Amended volume minus original volume. 
.. r+: 

q = -n 

z = (r+-:n/2)/ yq*(1-q*)n = (2r+-n)/ yn-
p = P(q ~ q"j q* = 1/2) when q" < 1/2 

or 

p = P(q ~ q"j q* = 1/2) when q" > 1/2 

28 

48 

37 

.77 

3.753 

.oo 

r 

163. 74 

28 27 

14 10 

.so .37 

.00 -1.347 

.so .09 
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TABLE 8 

STATISTICS ON THE SIGN OF 

AMENDMENTS FOR CRUDE RUNS 

DECEMBER 1974 THROUGH MAY 1978 

COMPANY NUMBER 

135 93 

n: No. of Amendments 56 71 

r+: No. of Positive Deltas 24 4 

~ .43 .06 q : 

z: -1.069 -7.477 

p: .14 .00 

Delta = Amended volume minus original volume. 

r+ 
q' = -

n 

z = (r+-nl2) I \1 q*(1-q*)n = (2r+-n) I \IIl" 

P = P(q ~ q'l q* = 112) when q' < 112 

or 

p = P(q ~ q'l q* = 112) when q' >. 112 

151 161 

64 32 

30 6 

.47 .19 

-0.5 -3.536 

.31 .00 

121 

32 

15 

.47 

.354 

.36 
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Based on the above two statistical tests, i.e., a test 

on the mean value of submitted changes and the random nature of their 

direction, the amendment process is probably not a major source of data 

quality problems. However, the high probability that amendments to old 

oil receipts of large integrated companies have a negative mean was 

investigated further. 

Data on the five companies submitting the largest number 

of amendments to their old oil receipts were further analyzed to deter-

mine if their particular amendment patterns-significantly affected their 

entitlement position. The basis hypothesis under investigation was, 

that under certain circumstances correction of data via the amendment 

process may be more desirable than making the same corrections via the 

adjustments process. The differences arise because in correcting for 

an amendment the relevant DOOR and entitlement prices are used, while 

an adjustment is rolled forward without correction for the changes in 

entitlement prices and the DOOR. 

In order to determine the magnitude of this potential 

discrepancy, it was necessary to assume that all the company's amend-· 

ments should, in fact, have been adjustments •. This extreme assumption 

serves as upper bound on the gain or loss in entitlement revenues that 

could result from a mistaken use of the two correction processes. The 

results are shown in Table 9. It was found that if the five companies 

studies to date were using the amendment process when they should have 

been using the adjustment process, four of the five would have increased 
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TABLE 9 

REVENUE CHANGES FOR AMENDMENTS TO OLD OIL RECEIPTS 

FEBRUARY 1976 THROUGH MAY 1978 

TOTAL REVENUE FROM 
TOTAL REVENUE THE ENTITLEMENTS 

NO. OF CHANGE* PROGRAM 
COMPANY AMENDMENTS (THOUSAND DOLLARS) (THOUSAND DOLLARS) 

116 61 115 -9902 

135 57 120 -87719 

28 52 37 -27519 

32 36 423 -13821 

163 29 -975 -40052 

In order to determine the magnitude of the potential revenue change, 
it was assumed that all the company's amendments should have been 
adjustments. 
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their entitlement revenues. The fifth would in fact have lost revenue. 

A second possible reason for the negative means to 

amendments to old oil receipts is the suggestion that companies tend to 

classify all crudes of unknown status as old oil. 53 These crudes are 

later re-classified to other status when the necessary information has 

been developed. As a consequence amendments to old oil receipts would 

have to be constantly corrected downwards. Achievement of this cor-

rection by the amendment process would explain the generally negative 

means for old oil receipts. However, if this was the explanation, then 

it would mean a misuse by companies of the amendment process that is 

adversely affecting their entitlement revenues. 

This second explanation also raises the associated 

problem of internal consistency of data. If unknown crudes are tempo-

rarily classified as old oil, and later removed from this category and 

classified elsewhere, the reduction in old oil should approximately 

equal the increase in other tiers. However, amendments for upper tier 

receipts are also negative, indicating that the originally unclassified 

oils were in fact foreign or other uncontrolled. Since amendments are 

not reported or accepted for these tiers, the problem cannot be resolved 

in a straightforward manner. 

4. Conclusions and Recommendations 

A number of calculation errors result from the manual cal-

culations involved in the amendment process.· The more significant of 

these are quickly caught and corrected by the DCOE Program. Errors 
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having a small effect on a company's entitlement position may not be 

noticed by either the program or the company, and may never be corrected. 

In either case, since the manual calculations absorb a significant per-

tion of the program's manpower, and since the necessary computerized 

system has been suspended in an 'almost complete' state for sometime, 

it is recommended that the completion of this system be given high 

priority. 

Based upon the very preliminary results to date, it is not 

clear why large integrated companies generally have significantly nega-

tive means for their amendments. Further analysis is needed in this 

area, both to resolve the question of largely negative amendments, and 

to verify their internal consistency. 
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E. CONSISTENCY CHECKS 

1. Introduction 

The accuracy of data reported to the DCOE System can be in-

vestigated by several methods. The most direct method of determining 

the accuracy of any piece of information is to audit it. No audit, 

or audit-like investigation was conducted during this study. However, 

two other approaches were used to determine the consistency of informa-

tion reported into the entitlements data base. These are: 

(1) Examination of the internal consistency of the data 

(2) A comparative analysis for consistency with other 
data series 

To assess the internal consistency of data, data reported 

by a company (or set of companies) is compared within itself either 

for one specific reporting period or over time. When a large amount 

of data is reported each month, there is reason to believe that many 

elements should bear a logical relationship to each other. These re-

lationships may be obvious, e.g., reported totals should equal the 

sum of the parts as reported, per unit prices should be derivable 

from volumes and purchase prices, etc.; or the relationship may be 

structural and less obvious, e.g., the sum of total adjusted receipts, 

over time, must equal runs to stills plus other uses of crude. 

In general, the first type of internal consistency check, 

the arithmetic type, can be, should be, and for the most part is con-

ducted for data reported into the entitlements system (see section 

II. C). The second type of logical, or structurally based internal 
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consistency checks are not currently being applied on a regular basis. 

As part of the data validation effort one structural internal consis-

tency check, the relationship between crude runs and runs to stills, 

was examined. This relationship is important because the results in-

dicate that the data (to the extent they were available and investi-

gated) show some st~uctural inconsistencies. 

In the second approach - consistency checks with other data 

series - data from the entitlements system is compared with data that 

appears to be the same or similar. A comparison of the 'parallel' 

data series, with a logical accounting of the observed differences, 

could serve as an external validation check. If two data series do 

not concur within reasonable limits after their logical differences 

have been accounted for, the validity of the data series must be 

questioned further. Even if the entitlements data does match well with 

other data, this is a necessary but not sufficient condition for vali-

dation. A perfect match might, for example, indicate that all the 

reported data were drawn from the same place in a company's accounting 

system; it would not necessarily mean that that was the best place to 

acquire the data or that it was accurate in the audit sense. 

The scope of this research includes a comparison of data 

from the entitlements system, particularly the ERA~49 form, with 

other data sources are discussed in detail below. However, since 

neither the basic entitlements data nor the alternative data series 

were acquired in time to conduct the necessary investigation, this 



0 u ~) .J ~ 0 .,._; ') 
',, 

;j .:; 

-83-

portion of the analysis has been delayed. 

2. Internal Consistency 

As discussed above there are two types of consistency checks 

that can be made on data submitted to the entitlements system: the 

arithmetic check that verifies computational accuracy, such as addi-

tions, weighted averages, etc., and the logical or structural consis-

tency check of the data, either for a given month or over time. The 

arithmetic type internal check is discussed in section II.C. This 

section details the results of one structural internal consistency 

check. 

Over a period of time crude oil receipts booked into a 

refinery should bear a logical relationship to that refiner's runs to 

stills. 

54 A draft report prepared by the office of Energy Source 

Analysis compares Lower - 48 production data from three crude oil data 

systems (BOM, First Purchasers and Entitlements) and discusses the 

logical relationship, i.e., consistency, that should exist between 

t.hem. The figure used in this report to locate points at which there 

are consistency of data problems is reproduced here as Figure 15. The 

lack of consistency between the various data series at points 1 and 

2 is noted in the report. In this study, we have conceptually extend-

ed this data network to include runs to stills and non-refining uses of 

crude oil once it has entered the ERA-49 data system. This section 

deals with point 3 on this network, i.e., the lack of consistency 
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between refinery receipts and runs to stil~s, due to inyeritory fluctua-
li 

tions, non-refining uses of crude, aftd other reasons •. 

··"/'· 
Figure 16 is a more detailed diagram of the accounting for 

crude oil receipts and runs to stills within the DCOE System. Note 

that old oil and upper tier· .crude oil receipts may be both amended and 

adjusted {see section II.D and Appendix H). Uncontrolled crude oil . 

receipts may be either adjusted or amended if initially erroneously 

reported. Runs to stills may be amended but not adjusted. The fact 
~; 

that certain figures, but not all, may be corrected after the original 

submission makes the task of conducting an i,nternal i consistency check "· 
'i. ". 

sueh as that'done in this report more difficult, butnot less desirable. 
w·., . .. 

As will be diiscussed in detail below, there is a serlous lack of'in-

ternal consistency between the two'data series. 

Figure 17 shc)vs the cumulative difference between crud.e oil 

receipts and refiner runs to stills over the life of the.entitlements 

program. Beginning in January 1975, the crude oil receipts data in 

ERA-49 have on the average exceeded the crude oil runs to stills data 
. ' 

that came from the same form~ This build-up phenomenon reversed 

direction in,. June'1977, and .. 'crude oil runs to stills figures have 
.\ .' 

consistently exceeded the crude oil receipts figures between June 1977 
•· 

and August 1978. The tatterphenomenon is contrary to intuition and 

hence deserves further·:.analysis. . .. 

~ ! '~ · .. _. H 

Logically, rep~rt4d volumes of crude oil receipts should 

exceed report.~d volumes of crude oil runs to ·stills. Apparent losses 
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of crude oil between receipts and runs to stills are attributable to: 

section: 

a. 

b. 

c. 

d. 

e. 

f. 

Crude oil used as refinery fuel 

Crude oil storage losses at the refinery 

a The treatment of exported products in the DCOE System 

Transfer of crude oil for distillate fuel oil or 
residual fuel oil blending 

Chartges in refinery crude oil inventory 

Corrections to reported figuresb 

There are four questions that need to be answered in this 

i. Can the factors a) through f) above explain the dif
ference between the crude oil runs to stills and the 
crude oil receipts volumes of the refineries? 

ii. If not, can problem areas be isolated to shed light 
on the unexplained difference? 

iii. Are there certain time periods that apparently are 
problematic, and can these periods be isolated? 

iv. Do all companies contribute to this apparent anomaly 
in a similar fashion, or is it the result of data 
supplied by some refiners? 

3. A Simple Conservation of Oil Model 

To answer the above questions, a simple flow, or conserva-

tion of oil model within a refinery is postulated. This flow model 

explicitly includes factors a) through f) above, and leads to the 

aExports of products, other than lubricating oil, are deducted from 
the crude oil runs to still volumes for the purposes of the Entitle
ments Program. 

bThe DCOE program allows refiners to correct their crude runs to stills, 
old oil, and upper tier receipts via amendments and/or adjustments. 
Other volumes may not be corrected. 
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basic conservation of mass equation below for each time period: · 

where 
ADJ = Adjustments to Crude Oil Receipts 

CR = Crude runs to stills 

CT = Crude Oil Receipts 

EX = Exports of products 

I = Inventory of Crude Oil at the Refinery 

RF = Refinery Fuel Use 

SL = Storage losses 

T =Transfers to Distillate and.Residual Oil 

t = time period 

o = unexplained difference 

Table 10 lists values of these variables for the time period 

under consideration. The first five figures in this table are from 

the Energy Data Reports, Petroleum Statement Monthly, shortened here-

after as EDR. EDR obtains the data from the Joint Petroleum Reporting 

System, JPRS. The data used in this analysis is shown in Table 10. 

The source for the CT, CR and ADJ figures is the Entitlements Program 

Monthly Summary Sheets which list the aggregated national ERA-49 data. 

Any figure in Table 10 that is obtained from another source or that is 

estimated is so indicated in the notes to the table. 
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Notes to Table 10 

1 
Inventory at the end of 1975. 

) J 9 
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2 
Estimated from the Monthly Energy Review, taking one-third of all the 
crude oil inventory as the refinery inventory. 

3only refinery fuel use. 

4Indicated as "transfers" in the EDR. Data taken from the EDR does 
not include the Virgin Islands as part of the United States. 

5 Exports of Petroleum products not including lubricating oils. 

6Indicates total losses at all stages. 

7 Adjusted figure. 

8 Unadjusted figure. 

·9 
Adjusted crude receipts less original crude receipts. 

Until February 1976 only old oil receipts were adjusted. After Febru
ary 1976, both old and new plus stripper oil figures were adjusted. 
Starting September 1976, only old and new oil figures were adjusted. 
Uncontrolled oil receipts were never adjusted. 

10Total for January 1975 through May 1977. 

11Total for June 1977 through ~my 1978. 

12This figure is the reported increase in the refinery inventory level. 
Beginning refinery inventory was estimated as 85.0 million barrels in 
January 1975, from the Monthly Energy Review. 

13Estimated by assumiri:g that the first 29 months resemble on the aver
age the data available on the table. 

14 Estimated by assuming that the first five months of 1977 resemble 
the first five months of 1978. 
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For the period January 1975 through May 1977, total receipts 

exceed total runs to stills by +225.5 million barrels. However, after 

the other refinery uses of crude oil assumed in Equation 1 are account-

ed for, the unexplained difference is only -10.7 million barrels over 

the entire period, i.e., less than 0.1% of the crude runs for these 

thirty moriths. ·It would be reasonable to assume that this level of 

error is not significant. 

However, for the second period of analysis, June 1977 through 

May 1978, the unexplained error, prior to the corrections implied by 

Equation 1, i.s -26.6 million barrels. After accounting for the non-

refining uses thisunexplained difference increases to -105.1 million 

barrels. Not only is the magnitude of this unexplained error much 

larger than before, but it also has the 'wrong' sign associated with 

it; i.e., for this period runs to stills have consistently exceeded 

refinery receipts even after all plausible corrections have been 

accounted for. 

To date,. it has not been possible to associate this reversal 

in the trend of the data with any change in reporting requirements, 

definitions, or otherposited factors. The reporting characteristics 

for· this period appear to have changed coniplet~ly; .and indicate a 

phenomena that is contrary to the basic intuition of the crude oil 

flow diagram, Figures 17 and.3. The mass balance of crude oil for 

this time period, therefore, deserves further investigation. 
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Second Order Corrections: 

It should be noted that a small part of the unexplained dif-

ferences may be accounted for by second order corrections not included 

in Equation 1. Since the unexplained differences ~ncreased in magni-
\ 

tude in the second period, it is believed that something could have 

changed in the reporting system. Additional factors that might explain 

the unexplained difference can be listed under two categories: 

i. Factors that apply to both periods 

ii. Factors that apply only to the seco~d period 

The three factors that apply to the first category are dis-

cussed below: 

a. For the purposes of the Entitlements Program the Virgin 

Islands are included in the United States. Other data systems used in 

this analysis (inventory charges, refinery loss estimates, etc.) do not 

include data on the Virgin Islands. Amerada Hess has a large refinery 

in the Virgin Islands with a 700,000 bpd capacity. If it is assumed that 

this refinery resembles the national average, then it would increase, 

rather than decrease the unexplained differences by about 4%. 

b. Canadian plant condensate may be included in the crude 

oil runs to stills reported to the DCOE System under certain provisions. 

However, it is not clearly stated in the Federal Energy Guidelines, 

Section 211.67, whether plant condensate imported from Canada is also 

included in the crude oil receipts of a refiner. This factor may have 

an inflating effect on the crude oil runs volumes reported on ERA-49 

while not affecting the ,crude oil receipts volumes. However, consider-

'· 
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ing that plant condensate volumes imported from Canada are only about 

one million barrels a morith, this factor would not significantly affect 

the unexplained difference for the second period. 

c. Adjustments are made both to volumes of reported crude 

oil runs and.volumes of reported controlled crude oil receipts. How

ever, no adjustments are allowed for the uncontrolled crude oil 

receipts. If these adjustments were allowed, they may explain a part 

of the difference. 

The main factor that applies only to the second period is a 

modification in the Entitlements Program that distributed entitlements 

for Strategic Petroleum Reserve purchases. Oil imported into the 

Strategic Petroleum Reserve may be included in a refiner's crude oil 

runs to stills. Entitlement Program personnel make this adjustment 

using data obtained from the office of Strategic Petroleum Reserve: 

However, it is not clear in the regulations that this correction should 

·be made only by DOE. It is possible that some refiners are including 

their Strategic Petroleum Reserve imports in their reported crude oil 

runs to stills. This potential double counting could inflate crude 

run volumes by an unknown volume. Since the SPR as of May 1978 was 

25.6 million barrels, the double counting must be upper bounded by 

this figure. 

4. Impact of Inconsistency on the DCOE System 

As noted above the nationwide internal inconsistency~ or un

explained difference between crude receipts and runs to stills, is 
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approximately 105 million barrels for the period June 1977 through 

May 1978. To determine the significance of this discrepancy, a range 

on the possible impact this inconsistency has on the system will be 

estimated based on the work done in section II.B. To calculate this 

range the following assumptions need to be made: 

i. That the 105 million barrels is spread evenly over the 
twelve month period, i.e., 8.75 million barrels a 
month. 

ii. That the discrepancy is due solely to inflated crude 
runs to stills reporting. 

iii. That, as an upper bound, all the discrepancy is due to 
a single company inflating its runs to stills volumes. 

iv. That, as a lower bound, half the participating compan
ies (weighted by volume) are responsible for the dis
crepancy by a single inflation of their runs to stills 
volumes. That th~ other half report accurately. 

Each month 21 million entitlements are traded. Under the 

above assumptions the upper bound on the potential gain by the single 

company responsible for the discrepancy is about 1.75 million entitle-

ments (8.3% of all entitlements traded). The lower bound is about 0.8 

million entitlements (4.1% of all entitlements traded), shared (by 

volume) among those companies over-reporting their runs to stills. 

Even if assumption (ii) is modified so that only half the 

internal inconsistency is due to inflated runs to stills volumes, the 

impact range would still be between 2.1% to 4.1% of all entitlements 

traded. 

Since the above analyses are essentially linear, additional 
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ranges of.impacts for simple variations in the. above. assumptions W!-Y 

be calculated relatively easily. 

5. Conclusions 

The internal consistency check conducted on national aggre

gate totals of crude oil receipts and runs to stills indicates there 

is question concerning the quality of this data. The data supplied 

during the first thirty months appears to be consistent with a simple 

oil flow model; the data supplied during the next twelve months contra

dict this same model. No structural changes that could account for 

this contradiction have been identified. 

6. Recommendations for Additional Research 

The above contradiction is due either to an under-reporting 

of crude oil receipts or an over-reporting of crude runs to stills. 

Since an over-reporting of crude runs would earn additional 

entitlements (see section II.C), and since there is a possibility that 

certain types of crude (i.e., SPR) may be double counted, the computa

tional and inclusion process for runs to stills needs further investi

gation. This further investigation would need to take place in at 

least two areas: 

i. The Refiner Accounting Systeni: do they include SPR 

crude in their runs (they should not), how do they ensure that runs as 

reported do not include export products? 

This investigation will be conducted via the field interview 

questionnaire (see Appendix E) .. 
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ii. Analysis of Individual Co~pany Data: 

Based on national aggregate data there appear to be 

questions concerning either the crude receipts and/or the runs to 

stills data. An analysis of selected companies (see Appendix I for 

sample selection procedures) would indicate whether the apparent con-

tradiction is widespread or attributable to a small set of refiners. 

It should also be noted here that the lack of a large un-

explained difference in the national figures for the first thirty 

months is only a necessary, but not sufficient, condition to consider 

the data internally consistent. Analysis of individual company data 

may indicate a consistency problem for individual refiners during this 

period. 

Finally it should be noted that any findings that arise 

from an analysis of the second period should also be extended to the 

first period. It is always possible that any factors that 'validate' 

the second period may require a revision of the present assessment of 

the first period. 

7. Consistency with other Data Series 

In determ~ning the accuracy and validity of the data collect-

ed by the DCOE Program, it is necessary to compare this data with sim-

ilar infor'l118tion submitted to other data collection systems. A compar-

ison of ERA-49 data with its 'parallel' data series, with a logical 

accounting of the observed differences, should serve as an external 

validation check. If the DCOE data and other data do not concur within 
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Of the approximately 180 refiners in the.entitlements system, 

15 can be classified as large-integrated, 15 as large-independent, and 

150 as small. As large integrated companies own approximately ,65% of 

U.S. refiningcapacity, and large independents an additional 20%, the 

first 30 account for a very large percentage of all oil refined. 

Hence they are most important in assessing the overall validity of the 

data. It is planned to cross-check data for as many of these,,30 

companies as possible. There are many provisions of the Entitlements 

System, however, which affect mainly the smaller refiners. Therefore 

they.must be adequately checked too. A random sample of 15 has been 

chosen from this set of 150 (See Appendix I). 

In case the data were unavailable for this larger sample, a 

smaller sample of 15 companies has also been drawn. .Five companies 

from each of the first two categories, weighted by their capacity, are 

randomly sampled, and a simple random sample of five companies is 

drawn from the the small companies. 

After the initial company data ·have been cross-checked, it is 

expected that this information will be coordinated with the develop

ment and administration of the Respondent Field Interview. Questions 

concerning definitional differences, time lags, data correction prac

tices, and the point within the accounting system from which the data 

for each data system were derived, will all need to be further investi

gated. 
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reasonable lim,its after their logical differences have been accounted 

for, the validity of each data series must be questioned further. Even 

if the entitlements data do match with other data, caution must be 

exerci~ed in pronouncing the data valid. As suggested earlier, a 

perfect match might only indicate that all the reported data were 

drawn from the same place in a company's accounting system; it would 

not necessarily mean that this was the best place to acquire the data, 

that it was accurate in the audit sense, or that it best represented 

the information being sought. 

There are several general limitations that must be dealt with 

in comparing parallel data series: 

• Since each data system was designed for a specific 
purpose, the same nominal item collected in two 
different systems might have a slightly different 
definition. For example, oil receipts for the 
various tiers might or might not in~lude lease, 
field, or plant condensates, and imported and 
domestic condensates are treated differently by 
the various data systems. 

• There are usually time differences between the 
submission requirements of the various systems. 
This can have two different types of impacts. 
For the physical flow, volumes are reported at 
diff.erent times, and might vary due to changes 
in stocks, etc. On the accounting side, this 
would imply that one of the systems allows for 
more time to adjust for late invoices and/or 
correction of internal company errors. 

• The DCOE System has two Jllechanisms 'for correcting 
bad data. By use of the amendment process 
selected pieces of data for pr-ior months may be 
corrected at virtually any time in the future. 
Most other systems have a time limit for making 
corrections. By use of the ad-justment system, 
DCOE data may also be corrected for at any time, 
though in this case the correction is entered as 
present data and the original data is never modified. 
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Many of the limitations discussed above can be dealt with by 

a systematic analysis of the data. A systematic analysis of defini-

tional discrepancies and correction procedures is essential to test 

the validity of DCOE data against other series. It would be naive to 

expect a perfect match for the various series for each period; however, 

the data should be consistent over time. Time series consistency 

checks rather than spot checks should help overcome discrepancies due 

to reporting time delays. 

8. External Consistency Checks 

The DCOE data that is to be cross...:checked are listed on Table 

11, along with the name of the external data series, the status of the 

data acquisition, and comments on cross-checking these data. 

As can be seen from this table, most of the company level 

data that were requested have not arrived, and DCOE data arrived too 

late for any analysis to be done. 

reasons: 

The data set names to be cross-checked were chosen for two 

a. DCOE System is sensitive to this data set, and 

b. This data set was expected to be accessible from the 
"parallel" source. 

Clearly, data from every company cannot be validated at this 

level of detail. A sample of 45 companies has been selected for this 

validation effort. 
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TAILI II 

PRELIMIIWlY PLAN. FOR EXTERNAL CONSISTENCY OIECICS OF ERA-49. DATA 

Croaachack 

DOE Fora PllO: 
Refiners' Monthly 
Coat Allocation Report 

DOE Fora Pl24: 
Firat Purchasers' 
Report 

DOE Fora P320: 
Refinery Report 

DOE Form PlOl~l: 
Allocation Pr·1graa 
Refinery Quarterly 
Report 

CAlifornia State Data: 
Fora OR-02 

Texas Stat~ Oata 

Louisiana St~te Dato 

Data 
Set ..... 

Old Otl VolUllle 

Old Oil C<>a t 

Imported Oil 
Volume 

ImpOrted Oil 
Coat 

Old Oil Volume 

Old Oil Coat 

Nev Oil Vol-

New Oil Coat 

CriMle Oil 
Volume 

Crude Runs to 
Stills 

Crude receipts 
- D011estic 
- Foreign 

Crude Runs to 
Stills 

- D0111eatic 
- Foreign 

Procel!lsing 
Agre-nta 

Crude Processed 
fo~ !lon
ltefino:ra 

California 
llllPorted Oil 
Receipts 
(Total) 

Crude Receipts 

Crude Runs 

Crude Imports 

(1 CIJ!IIpany) 

Crud~ Recf'lpts · 

Crude RunR 

(5 coapnnieB) 

Stntull 
of 

Data 
Acquisition 

Reque11tpd but 
not received. 

Available 

Reqpeated but 
not received. 

Requested but 
not received. 

Available 

Available 

Available 

C01111ents 

a) Have to clarify if only "con
rolh•d" oil is "ld oll for 
purposes ,,f PllO. 

b) A good crosscheck for large 
refiners that import their own 
crude oil. 

a) Universe aight be different. 

b) Crude oil aight include con-
.. denaate. 

c) Ronrefinery uses are included. 

d) Pipeline fuel use ia included. 

e) .Exports by reaellers are in
cluded. 

f) Resellers' inventory fluctua
tions aight account for aoae 
differences. 

g) P124 is a better crosscheck 
for coat than for volume. 

a) Treatment of processing 
agreeaents have to be 
clarified. 

b) VolUile& include lease con
densate. 

c) Universe might not be .the 
aaae due to geographical 
differencee. 

d) .canadian plant condensate 
volumes are not included. 

a) Monthly fieurea are available. 

b) Data is not processed on a 
. ~QIIPU ter. 

c) Stopped being mandatory on 
October 1977. Since October 
1977 only the data for small 
refiners exist. 

d) Becauae of the allocated oil 
this aeems ·like a good erose
check for large refiners. 

a) The crosscheck can be done 
·provided total for California 
·ts obtained from ERA-49. 

.a) Have to clarify the definition 

.. a) Jnclud••s plnnt rondensat.,. 

h) Includes nmt>Unt of crude uaed 
for blf'ndlng. 
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III. CONCLUSIONS AND RECOMMENDATIONS 

This is a draft interim report on work done through November 1, 

1978, on the validation of data for the DCOE System. During the course 

of the research, access to required data.was difficult to obtain, there-

fore the conclusions reached are limited to those which could be drawn 

from available data, and are preliminary. 

The Domestic Crude Oil Entitlements information system is basically 

sound. 

Several potential problem areas are discussed below, and more may 

surface with additional research. At this stage, there is no reason to 

believe that the basic integrity of the system will be invalidated. 

A. CONCLUSIONS 

The major problem areas identified to date include: 

• Lack of internal structural consistency: 

For the period of June 1977 through May 1978, crude runs to 
stills exce~ded refinery receipts by about 105 million barrels. 
This internal inconsistency is being examined further. (See 
Section II.E.) 

• Lack of consistency with other related data series: 

The examination of the consistency of DCOE data with other 
information has not proceeded far enough to be conclusive. 
(See Section II.E.) 

• Errors in manual calculations: 

A number of e.rrors are introduced during the manual calcula
tions performed by ERA analysts. The most significant of 
these are corrected almost immediately. Smaller errors are 
not always discove.red or corrected. (See Section II. D.) 
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A detailed sensitivity analysis (see Section II.E) indicates that the 

system is reasonably robust, i.e. , inaccurate reporting by a single firm 

does not significantly affect other particip~nts, though it does affect 

the entitlement position of the respondent. 

The DCOE System was developed in response to specific legislation 

pa~sed by Congress. The system is meaningful relevant to these goals, 

which could not otherwise be attained. Despite some nominal overlap, 

the Joint Petroleum Report System (JPRS) cannot substitute for the 

DCOE System, since it does not collect its information by oil tiers, 

the basic modus operandi of the DCOE System. Additionally, the DCOE 

System collects information necessary to verify certain pieces of data 

(e.g., processing agreements) that are not collected elsewhere. The 

information is collected and processed within sixty days of the end of 

the reporting period, as required by the regulations. 

B. RECOMHENDATIONS 

Based upon the investigations to date, current flaws in the exist

ing system should not seriously impact the.purpose for which the system 

was developed, i.e., an equalization of the crude input costs for all 

refiners and other selected participants. 

There is an apparent tendency for the system also to encourage 

other petroleum production activities, such as synthetic fuels, SPR 

storage, and most recently, the.increased lifting .of California crude 

oils. Should this tendency become a dominant factor, the design of the 

information system might need to be reexamined. 
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The monthly summaries of the DCOE System contain a great deal of 

information not available elsewhere. This is available only on an in-

formal ad hoc basis. A systematic method of making available the non-

proprietary parts of this data to interested users, both inside and 

outside DOE, should be investigated. Since some of the time series 

data are 'contaminated' by the rolling forward of corrections (rather 

than the~ posteriori corrections normally made), the DCOE data should 

be so flagged for this extended audience. 

The DCOE Program is subject to constant review, with a number of 

new provisions introduced or 'revisions' made each year. In spite of 

the progranuning loads associated with this changing system, the DCOE 

Program has developed fast and efficient procedures for completing their 

monthly assignment. One major area, the manual calculation of amend-

ments in order to correct original, data, needs to be addressed as soon 

as possible. These manual operations consume a significant portion of 

the analysts' time, and invite the possibility of large errors. ERA 

has had to correct a number of large errors resulting from this process, 

and a number of smaller errors have gone unnoticed. A computerized 

system has been developed to carry out these computations and should 

be implc~ented as soon as possible. 

Due to the interim nature of this report~ certain lines of investi-

gation were begun but not completed. Research in the following areas 

needs to be continued: 

• Cross-checks of the data with other data series. A number of 
'parallel' data series have been identified in the report. 
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These comparisons will be done initially on aggregated 
national data and, if necessary, for a small sample of firms. 
(See Section II.E.) 

• Complete the internal structural consistency checks identi
fied in the report. There are reasons to believe that there 
may have been either a structural change or a change in re
porting behavior over time. It may be necessary to investi-
gate a small sample of companies to understand the reasons 
for this. (See Section II.E.) 

• Complete the checks on the manual calculations done for the 
amendments process. Those calculations are carried out in 
three basic steps. Two of these steps have been checked 
to date. (See Section II.D.) 

• Develop a scheme for computerized monitoring of the input 
data to aid the present 'eyeballing' used by the analysts. 
This capability would greatly enhance the present manual, 
case-by-case approach. (See Section II.B.) 
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NOTES 

1. Pub. L. ~o. 93-159, 87 Stat. 627 (November 27, 1973), codified, as 
amended at J5 U.S.C.A. Section-751 et seq. (1978)~- h~~einafter Pub._ L. 
No. 93-159~ The EPAA is set out in its entirety in Appendix A. 

2. Pub. L. No. 93-159 Section 2b, codified at 15 u.s.c.A. Section 75l(b) 
(1978). Congress set forth nine objectives in the Act for which the 
President's program was to provide "to the maximum extent practicable." 
Pub. L. No. 93~159 Sectio~ 4(b)(l), codified, as. amended, at 15 u.s.c.A. 
Section 753(b)(1) (1978). 

3. Pub. L. No. 93-159 Section 4(a), codified at 15 u.s.c.A. Section 
753(a) (1978). Prior to enactment of the EPAA, the President had in
stituted a voluntary allocation program which was deemed to be a fail
ure by both the Administration and the House. House Rep. No. 531, 93rd 
Cong., 1st Sess., 10-11, reprinted in 2 (1973) u.s. Code Cong. & Ad. 
News 2582, 2587-2588. 

4. See Consumers Union of U.S., Inc. v. Sawhill, 525 F.2d 1068, 1077 
(Temp. Emer. Ct. App., 1975) vacating 512 F.2nd 1112 (Temp. Emer. Ct. 
App., 1975) wherein the court stated that "the Congressional intent was 
to hew a sphere of responsibility within which the FEA could decide 
how to proceed against the crisis." 

5.. The President established on December 4, 1973, the Federal Energy 
Office (FEO) to promulgate and enforce crude oil allocation regulations, 
pursuant to Section 5(b) of the EPAA. Executive Order No. 11748, 3 
C.F.R. (1971-1975 Comp.), implementing the EPAA by adopting Phase IV 
price regulations. The authority vested in the FEA was transferred to 
the Federal Energy Administration (FEA) on June 27, 1974, pursuant to 
the Federal Energy Administration Act of 1974, Pub. L. No. 93-275, 88 
Stat. 96, codified, as amended, at 15 U.S.C.A. Section 761 et ~ 
(1978) and Executive Order No. 11790, 3 C.F .R. 882 (1971-1975 Comp.) On 
July 30, 1976, the President extended the FEA by Executive Order No. 
11930, 3 C.F.R. 137 (1976 Comp.), changing the FEA to the FEO until an 
extension bill could pass Congress. On August 14, 1976, Congress enact
ed the Energy Conservation and Production Act (ECPA), extending the FEA 
until December 31, 1977. Pub.L. No. 94-385 Section 112, 90 Stat. 1125, 
1132, codified at 15 US.C.A. Section 761 (1978). Effective October 1, 
1977, all authority previously vested in the FEA was transferred to the 
Department of Energy under the Department of Energy Organization Act, 
Pub. L. No. 95-91, 91 Stat. 565 (August 4, 1977) codified at 42 U.S.C.A. 
Section 7101 et ~ (1977) and Executive Order No. 12009 (September 15, 
1977), 3 C.F.R. 142. 

6. Domestic Crude Oil Entitlements Program, Office of Regulatory Pro
grams, FEA, Federal Energy Administration Entitlement Program Handbook 
14-15 (1977); see 10 C.F.R. Section 211.63 (1978). 
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7. "Buy/Sell Program" is a common designation for the Mandatory Crude Oil 
Allocation Program promulgated in 10 C.F.R. Section 211.65. Kay Sherwood, 
National Energy Information Center, Federal Energy Administration, 11Crude 
Oil Entitlements Program," 2 (date unknown). 

8. Domestic Crude Oil Entitlements Program, note 6 above, at pages 14-15. 
In essence, under this sytem, a ceiling price was set for "old oil" (oil 
equivalent in volume to 1972 production at a property) at an artificially 
low level while "new oil" (oil produced at a property in excessof old oil) 
was uncontrolled and was sold at the market price. In August, 1974, old 
oil sold at an average ceiling price of $5/bbl, new oil (including re
leased oil*) at approximately $10/bbl and imported crude oil at almost 
$13/bbl. Kay Sherwood, note 7 above, at page 2. 

9. See Domestic Crude Oil Entitlements Program, note 6 above, at page 
15. 

10. 39 Fed. Reg. 31650 (August 30, 1974). The program was effective, 
November 29, 1974. 39 Fed. Reg. 42246 (December 4, 1974). The Congres
sional intent to, inter alia, preserve an economically sound and compe
titive petroleum industry and, in particular, to protect the competitive 
viability of the independent and small refiners and marketers of refined· 
petroleum products is made clear by the objectives and the legislative 
history of the EPAA. See Pub. L. No. 93-159 Section 4(b)(l)(D), codi
fied at 15 U.S.C.A. Section 753 (b)(l)(D) (1978); House Rep. No. 531, 
93rd Cong., 1st Sess. 18-19, reprinted in 2 (1973) U.S. Code Cong. & 
Ad. News 2582, 2595-2596; House Conf. Rep. No. 628, 93rd Cong. · 
12, 24 reprinted in 2 (1973) U.S. Code Cong. &Ad. News 2688, 2689-2690, 
2700-2701. 

11. Pub. L. No. 94-163, 87 Stat. 871 (December 22, 1975) relevant s~c
tions codified at 15 U.S.C.A. Section 751 et seq .• (1978), hereinafter 
Pub. L. No. 94-163. 

12. Pub. L. No. 94-163 Section 461 (amending the EPAA by adding Section 
18), codified at 15 u.s.c.A. Section 760g (1978). 

13. House Rep. No. 340, 94th Cong., 1st Sess.- 55, reprinted--in ·2--(i975) 
U.S. Code Cong. & Ad. News 1817. 

14. Pub. L. No. 94-163 Section 40l(a) (amending the EPAA by adding Sec
tions 8 and 9, relevant portion at Section 8(a)) relevant portion codi
fied at 15 u.s.c.A. Section 757(a) (1973). 

15. Pub. L. No. 94-163 Section 401{a) (amending the EPAA by adding Sec
tions 8·and 9, relevant portions at Sections 8(d)(l) and 8(d)(3)), re
pealed by the E11~~gy C~:m-~e~yatioi1 .. ~1ld.J~rqcil!~t:ion Act, J'ub. 1_. No __ !_ ~4~ 
385 Section 122 (3), codified at 15 u.s.c.A. Section 757(d) (1) (1978). 

16. Pub. L. No. 94-163 Section 401(a) (amending the EPAA by adding Sec
tions 8 and 9, relevant portion at Section 8(d)(1) relevant portion 
codified at 15 u.s.c.A. Section 753(d)(1) (1978). 
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17. Pub. L. No. 94-163 Section 403 (amending the EPAA by adding Sec
tion 4(e)), codified at 15 u.s.c.A. Section 753(e) (1978). 

18. Pub. L. No. 94-385, 90 Stat 1125, (August 14, 1976), relevant 
sections codified at 15 U.S.C'.A. Sections 753 and 757, hereinafter Pub. 
L. No. 94-385. 

19. Pub. L. No. 94-385 Section 121 (amending the EPAA by adding Sec
tion 8(i)), codified at 15 u.s.c.A. Section 757(i) (1978). 

20. Pub. L. No. 94-385 Section 122 (amending Section. 8 of the EPAA), 
codified at 15 u.s.c.A Section 757 (1978). 

21. Pub. L. No. 94-385 Section 122 (am~nding_ Section 8 ()f the EPAA, 
relevant amendment adds Section 8(j)), codified at 15 u.s.c.A. Section 
757(j) (1978). 

22. Pub. L. No. 94-163 Section 461 (amending the EPAA by adding Section 
18), codified at 15 U.S.C.A. Section 760g (1978); Domestic Crude Oil 
Entitlements Program, note 6 above, at pages 17 and 18. 

23. Pub. L. No. 94-163 Section 461 (amending the EPAA by adding Section 
18), codified at 15 u.s.c.A. Section 760g (1978). 

24. See note 5 above. 
·-· 

25. See e.g., 43 Fed. Reg. 32,171 (July 25, 1978). 

26. 10 C.F.R. Section 211.67(a) (1978). 

27. 10 C. F. R. Section 211.67(b) (1978). 

28. 10 C.F.R. Section 211.67(b) (1978). 

29. 10 C.F.R. Section 211.67(c), (i)(2) (1978). 

30. 10 C.F.R. Section 211.67(i) (4) (1978). 

31. 10 C.F.R. Section 211.67(i) (2) (1978). 

32. 10 C.F.R. Section 211.66 (1978). 

33. The regulations authorizing the ERA to collect the monthly report 
by (1) refiners (10 C.F.R. Section 211.66(h) (1978)), (2) eligible firms 
(10 C.F.R. Section 211.66(j) (1978)), and (3) eligible firms and refin
ers delivering crude oil to the Strategic Petroleum Reserve (10 
C.F. :.L Section 211.66 (k) (1978)) contains catch-all clauses providing 
that the ERA may require respondents to submit any information it may 
request. These provisions enable the ERA to collect data which it 
finds necessary to. operate the DCOE program even though such informa
tion is not specifically required by the reg\llations. The catch-all 
provisions do not contain an explicit constraint on the type of 
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information the ERA may collect pursuant to that authorization. 

34. Domestic Crude Oil Entitlements Program, note 6 above, at page 119. 

35. Domestic Crude Oil Entitlements Program, note 6 above, at page 119. 

36. Conversation of November 8, 1978, with member of the Domestic 
Crude Oil Entitlements Program Office staff. 

37. Conversation of November 8, 1978, with member of the Domestic 
Crude Oil Entitlements Progr~ Office staff. 

38. The instructions to form ERA 49 state that the form provides the 
means by which refiners report pursuant to 10 C.F.R. Section 211.66(h) 
(1978) and that it must be completed by all refiners of crude oil and 
eligible firms in compliance with 10 C.F.R. Sections 211.66(h), 211.66 
(i), 211.66(j) (1978). The form provides that it is mandatory pursuant 
to Pub. L. No. 93-159 and 93.,.275 as amended. 

39. The instructions to form FEA-P113-M-0 state that the form provides 
oil import data used for regulation and statistical purposes. Both the 
form and the instructions thereto provide that the report is required 
pursuant to 10 C.F.R. Sections 213.23 and 211.66(j) (1978) and Pub. L. 
Nos-. 93-275 ancC93.:.159. --- .. 

40. The instructions to form FEA-P 129-M-0 state that the form provides 
the means by which refiners which import naphtha into-Puerto Rico and 
process it for utilization as a petrochemical feedstock report to the 
FEA under the provisions of the DCOE program (10 C.F.R. Section 211.67 
(1978)). The form provides that it iS mandatory pursuant to Pub. L. 
No. 93-159. However, neither the form nor the instructions thereto, 
specify the administrative authority for collecting the data in the 
report. This authority is found at 10 C.F.R. Sections 211.66(h)(4) and 
211.67(d)(5)(iv) (1978). 

41. The instructions to form FEA-P113-M-0 state that the form provides 
the means by which refiners and eligible firms must certify purchases 
and sales of entitlements. Both the form and the instructions thereto 
provide that it is mandatory pursuant to Pub. L. No. 93-159. However, 
neither the form, nor the instructions thereto, specify the authority 
in the Code of Federal Regulations for collecting the data in the 
report. This authority is found at 10 C.F.R. Section 211.66(i) (1978). 

42. 10 C.F.R. Section 211.51 (1978) 

43. 10 C.F.R. Section 212.31 (1978) 

44. The DCOE program until recently acquired this datafrom the SPR 
office. It is now obtained directly from the participants. 
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45. See note 10. 
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46. Each of the input documents, i.e., Form ERA-49, Pl26-H-D, Pl29-
M-O has its own EDIT program. All are designed to work in essentially 
the same manner. 

47. See the "Program Binder for the Domestic Crude Oil Cost Equaliza
tion System," Volume 1, 1976. 

48. For an exact definition of what constitutes an amendment and an 
Adjustment, see page 2 and 10 of Appendix D, the ERA-49 Form and In
structions. 

49. See Appendix H, Table H-15, for an example of the manual calculation 
in a typical amendment 'correction' calculation. Note the DOOR may be 
entered to ten decimal places. 

50. After a calculation pertaining to an amendment has been completed, 
the original form, together with the calculation sheets, telephone fol
low-up notes, etc., are filed chronologically. A copy of the amendment 
is also filed with the original data. 

51. See Appendix I. for the classification of the participants into 
major groups. 

52. See equation 1, Appendi~ F, for the calculation of a company's en
titlement position, and· see. also the sensitivity analysis shown in Section II.C. 

53. Interview with an oil company accountant •. · 

54. Draft Report - Analysis Memorandum AM./ES/78 "A Comparison of 
Lower- 48 Production Data from three Crude Oil Data System," prepared 
by Division of Oil and Gas Analysis, Office of Energy Source Analysis, 
September, 1978. 
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GLOSSARY 

A deviation of an indicated measurement from an accepted primary 

reference standard. 

Adjusted Crude Oil Receipts: 

The crude oil receipts of a refiner in a particular month, the 

composition of which has been adjusted to reflect any invoice which 

is received in that month for domestic crude oil (including crude 

oil sold under Section 211.6Sa) delivered to that refiner in any 

previous month (excluding, however, months prior to November 1974), 

and which has the effect of increasing or decreasing the volume 

of old or upper t:l,er crude oil reported by that refiner under 

Section 211.66(h) for such previous month, in cases where such 

previously reported volume was based on either a prior invoice 

or a good faith estimate (based on that refiner's past experience 

as to the old and upper tier crude oil content of domestic crude 

oil of the same origin) as to the old and upper tier crude oil 

content of that crude oil delivery. 

Adjustment of Registration: 

The means by which the relationship between the volume indicated 

by the meter register and the actual volume of liquid passing 

through the meter is changed. 

a All references are to 10 C.F.R. (1978). 
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Alaskan North Slope Crude Oil: 

Crude oil transported through the trans-Alaska pipeline. 

API Gravity: 

An arbitrary scale expressing the gravity or density of liquid 

petroleum products. The measuring scale is calibrated in terms 

.of degress API. 

Degree API = 141. 5 131.5 
sp. gr. 600F/6QOF 

Base Production Control Level (BPCL): 

(a) Prior to February 1, 1976: the total number of barrels of 

domestic crude oil produced and sold from a particular 

property in the same month of 1972. If domestic crude oil 

was not produced and sold from that property in every month of 

1972, the total number of barrels.of domestic crude oil 

produced and sold from that property in 1972, divided by 12. 

(b) Effective February 1, 1976: the total number of barrels of 

old crude oil produced and. sold from the property during the 

calendar year 1975, divided by 365, and multiplied by the 

number of days in the particular month during 1975. A 

producer may.elect to use the total number of barrels of crude 

oil produced and sold from the property during calendar year 

1972, divided by 366 and multiplied by the number of days in 

the particular month during 1972. 
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Bureau of Mines East Coast Refining District: 

The District of Columbia and the States of Maine, New Hampshire, 

Vermont, Massachusetts, Rhode Island, Connecticut, New Jersey, 

Delaware, Maryland, Virginia, North Caroline, South Carolina, 

Georgia, Florida, and certain counties of the States of New York 

and Pennsylvania. 

Control Chart: 

A graphical record of the constancy of measurement. 

Crude Oil Receipts: 

As to a particular refiner, the volume of crude oil (i) booked into 

its refineries in accordance with accounting procedures generally 

accepted and consistently and historically applied by the refiner 

concerned, for its own account or for the account of a firm other 

than a refiner or (ii) if not previously so booked into its 

refineries, delivered by that refiner for its account to another 

refiner pursuant to a processing agreement with that other refiner. 

Crude oil receipts shall not include crude oil received by a 

refiner for the purpose of processing at its refineries for the 

account of another refiner. A particular crude oil receipt shall 

be deemed to have occurred when the related cost is booked into 

refinery inventory in accordance with accounting procedures 

generally accepted and consistently and historically applied by the 

refiner concerned, whether or not such crude oil has been actually 

received by that refiner, except that crude oil delivered by one 
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refiner to another refiner pursuant to a processing agreement will 

be deemed to have been delivered by the delivering refiner to the 

other refiner when the risk of loss passes to the other refiner 

under the particular processing agreement or when the crude oil 

is received at the refinery of the other refiner, whichever 

occurs first. Crude oil which has been added by a refiner to its 

inventory and which is thereafter sold or otherwise disposed of 

without processing for the account of that refiner shall be 

deducted from its crude oil receipts at the time when the related 

cost is deducted from refinery inventory in accordance with account

ing procedures generally accepted and consist~ntly and historically 

applied by the refiner concerned. The volume of domestic crude oil 

included in a refiner's crude oil receipts shall be evidenced by 

and consistent with invoices received with respect to such crude 

oil receipts. 

Crude Oil Runs to Stills: 

The total number of barrels of crude oil input to distillation 

units of a refinery. For the purposes of DCOE Program Calcula

tions, crude oil runs to stills are qualified as to what may 

be included and what must be excluded. Crude runs to stills include: 

(1) Volumes processed by another iefiner according to a process-

ing agreement. 

(2) Volumes processed for a non-refiner. 

(3) Plant condensate and synthetic crude oil made from tar sands. 

which are imported from Canada and input to distillation units, 
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provided applicable import license fees have been paid. 

Crude Oil Runs to Stills Exclude: 

(1) Volumes processed from the account of another refinery 

according to a processing agreement. 

(2) Volumes processed into refined products and residual fuel 

oil which are exported or constitute export sales. This 

exclusion does not apply to refined lubricating oils or 

Bunker C, Navy Special Fuel Oils, and No. 4 diesel which are 

sold for use as a marine fuel on a voyage deparing from a 

U.S. port. 

Cumulative Deficiency: 

A measure of the cumulative deficit of production below the BPCL 

after the first month in which new oil was produced and sold from 

a specific property. 

Deemed Old Oil: 

The sum of Old Oil Receipts (OOR) and a fraction of the Upper 

Tier Crude Oil Receipts (New Oil). This fraction is called that 

Deemed Old Oil Ratio (DOOR). 

Domestic Oil Supply Ratio (DOSR): 

Same as National Domestic Crude Oil Supply Ratio. 

East Coast Market: 

The geographical area coextensive with the Bureau of Mines East 

Coast Petroleum Refining District. The East Coast market shall 
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also.include the State of Michigan for the period July 1, 1978 

through June 30, 1979. 

Eligible Firm: 

Any firm that imports an eligible product into the East Coast 

market for sale or use in that market area, that is the importer 

of record under a license issued pursuant to the Oil Import 

Regulations, Part 213 and that owns the eligible product at the 

time of importation thereof pursuant to that license. 

Eligible Product: 

Residual fuel oil imported into the East Coast market, except 

that an import of residual fuel oil into United States customs 

territory which has been processed in the U.S. Virgin Islands is 

not considered an eligible product. Canadian residual fuel oil 

imported into the State of Michigan also qualifies as an eligible 

product for the period of July 1, 1978 through June 30, 1979. 

Error: The difference between the indicated value and true value. Error 

can be expressed by a variety of statistical measures such as 

the standard deviation, + 0. 

First Sale: 

The first transfer for value by the producer or royalty owner. 

With respect to transfers between affiliated entities, the first 

sale is imputed to occur as if in arms~length transactions. 
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Independent Refiner: 

A refiner which (a) obtained in the calendar quarter which ended 

immediately prior to November 27, 1973, more than 70 percent of its 

refinery input of domestic crude oil (or 70 percent of its refinery 

input of domestic and imported crude oil) from producers which do 

not control, are not controlled by, and are not under common 

control with, such a refiner and (b) marketed or distributed in 

such a quarter and continues to market and distribute a substantial 

volume of gasoline refined by it through independent marketers. 

Lease Condensate: 

A natural gas liquid recovered in lease separators or field facili-

ties in associated or non-associated production. 

Measuring Precision: 

The variance of mean estimate of volume found in a series of 

comparable gaugings. 

Meter, Positive Displacement: 

A device installed in a piping system in which flowing liquid is 

constantly and mechnically isolated into segments of known 

volume. These segments of liquids are counted as they are 

displaced and their accumulated total continuously and instantan-

eously indicate in units of liquid quantity by the meter register. 

Meter, Turbine: 

A device that consists of a rotor or propeller which senses the 

linear velocity of a flowing stream. The moving liquid imparts 
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a rotational or tangential velocity to the rotor which is 

proportional to the rate of flow. 

Napthas: 

DRtzFT 

Petroleum fractions made up predominantly of hydrocarbons whose 

boiling points fall within the temperature range of 85° to 430°F. 

This definition does not include specific hydrocarbon constituents 

such as hexane or special naphthas (solvents) as defined in 

Section 211.182. 

National Domestic Crude Oil Supply Ratio (DOSR): 

For a particular month, the volume of deemed old oil (as defined 

i~ Section 211.67(b)) included in the aggregate adjusted crude 

oil receipts of all refiners, decreased by a number of barrels of 

deemed old oil equal to the number of entitlements issuable under 

Section 211.67(a) (4) and Section 211.67(a) (5), divided by the sum 

of the total volume of the crude oil runs to stills for all refiners 

for that month and thirty percent (30%) of the total volume of 

imports of eligible products by eligible firms for that month, 

provided that, for the period July 1, 1978 through June 30, 1979, 

the reference herein to thirty percent (30%) shall read fifty 

percent (50%). The calculation of the national domestic crude 

oil supply ratio for each month shall take into account entitle

ment purchase or sale requirements resulting from the correction 

of reporting errors pursuant to paragraph (j) of Section 211.67. 
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New Oil: 

(a) Prior to February 1976: Total barrels of crude oil produced 

and sold in a month from a specific property less (i) the 

BPCL* (ii) the Current Cumulative Deficiency (CCD). 

(b) February 1976 to date: Total barrels of crude oil produced 

and sold, less (i) property's BPCL (ii) CCD since February 

1976. 

New oil must be so certified within two months of production and 

sale. 

Old Oil: 

(a) Prior to February 1976: total barrels of crude produced and 

sold from a property in a spcific month, less (i) new oil, 

(ii) released crude oil. 

(b) February 1976 to date: total barrels produced and sold, less 

new oil. Old oil included in a refiner's adjusted crude oil 

receipts shall not include condensate recovered at the inlet 

side of a gas processing plant. 

Petroleum Substitute: 

A liquid produced from oil shale found in the United States and 

used as a feedstock or fuel in a domestic refinery, and such other 

liquid synthetic fuels as-are designated pursuant to orders issued 

by the ERA. Applications for such orders may be submitted to ERA 

under Subpart G of Part 205. In order to be designated a petroleum 

substitute, .a liquid synthetic fuel must be found by the ERA to be 

derived from domestic biomass, coal, oil shale, solid waste 

materials or tar sands, and used in the United States as feedstock 
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to a refinery, a blending feedstock or as a boiler fuel in a 

refinery or elsewhere. The ERA may, in its discretion, deny such 

designation if it determines that the liquid synthetic fuel in 

question does not result in a net gain of energy, considering the 

fuel consumption involved in its production, .or requires the 
. ' 

consumption of substantial quantities of a relatively scarce fuel 

for its production. 

Plant Condensate: 

A natural gas plant product, mostly pentanes and heavier hydro-

carbons, recovered and separated as a liquid at gas inlet 

separators or scrubbers in processing plants or field facilities 

and which is not suitable for blending with naturl gasoline or 

refinery gasoline. 

Prove: To determine the meter performance or the relationship between 

the volume of liquid which actually passes through a meter and 

the volume indicated by the meter (and its readout device). 

Released Oil: 

Prior to February 1976, production of one barrel of new oil 

released one barrel of old oil from the price ceiling. This cate-

gory no longer exists. 

Small Refiner: 

A refiner, the sum of the capacity of the refineries of which 

(including the capacity of any person who controls, or is 

controlled by, or is under common control which such refiner) 
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does not exceed 175,000 barrels per day. 

Stripper Well Crude Oil: 

For the pu~poses of the DCOE Program, crude oil certified as 

having come from a stripper well property. 

Stripper Well Property: 

A property whose average daily production of crude oil per well 

(excluding condensate recovered in non-associated production) 

did not exceed 10 barrels per day during any preceding consecutive 

12-month period beginning after December 31, 1972. 

Tertiary Oil: 

Oil which is produced under a qualified tertiary enhanced 

recovery project. 

Tertiary Recovery: 

Use of heat and other methods (other than fluid injection) to 

augment oil recovery. 
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EMERGENCY PETROLEUM 

ALLOCATION ACT OF 1973 

Public Law <JJ-l ::ilJ 
1\N ACT 

'l'o nuthorlzt' nntl I"!'<JIIire t.hP l'rPsid!'nt. of tht• l'nitl'd :StatPs to alloeatP enule 
oil, t'I'Sitlunl fm·l oil, nlltl rl'fitwd pt>trolPIIIII prothwt.s to lit•al with t'Xistiu~ 
or immlm•nt shm·fn!:e>< arul tli><lm·ntions in tlw nntiounl tlistrihution sysft'ru 
which jt•O!IIIrtlizt• tht• (Hthlk ilt'alth. :-:afl'ty. or Wl'lfnrt•; t.o pro\'itlP for thl' 
tlt•il•gntiun of a nt.horit y ; a ntl for otllt'r purpost•s. 

Rt' it enoderl by tlw Senate and Jloust' of NeJJI'l~.sentnfi,·e.~ of the 
United 8t([fP8 of .-111Wi'iur in r'mlgre.~.~ flt<M~mhled. Thnt this ~\d may 
ht~ ('itl'tlns til(' ''Enu·rgt•nt·y P<'troll'lllll .\ Jlol'ntion .\d of J!)j:r'. 

N ovembtor 27, 197 J 
[S. 1570) 

Emergency 
Petroleum Alto• 
cation Act or 
1973. 
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PIJHLIC LAW 93-159-NOV. 27, 1973 [87 STAT. 

s~:c. ~. ( n) The Congress huehy dderminPS tllltt-
(1.) shortages of crude oil; rPsidnnl fnt>l oil, and r<•fined JWtl·o

leum pi·oduds caused by in:trlNJtmte donwstic prodnction.Pin·iron
nwntal Ponstraint.s, :llld tlw 111\ant.ilahility of imports sufli,·ient 
to satisfy dom(•stic dernand,.now exist or 'are imminent: 

( 2) .sneh short:t.ges hn vt~ ercntcd or w i lJ create sevl'.rc econom ie 
disloentions and hiu·dshij>s, ineluding Joss of jobs, elosin:,r of 
faetoril's anrl ltusint•ssps, n•duction of crop plantings an1l har
vesting, and cmtailment of vital public s<'l·vices, including the 
t.raJISJ>Oitation ilf food and ot.het· essential goods; and · 

(3) such hardships and dislocations jPopardi;r,c thr. normal flow 
of COIIlllWJTe and eonstit ute a national Plwrgv crisis wh ieh is a 
threat to tlw public lwalth, safety, and welfarl•.and ean he an•l't<•cl 
m· ntinillli:wd most. <>flkit•ntly and cfl'eetivcly through prompt 
aet.ion by the ExPcntin• branch of Gon•rmnent. ' 

(h) The pi1rpose of this Act is to gm.nt to t.hc Pn•si<lcnt. of,t he lTn it cd 
Fitatcs and d i I'PPt him to P.xerciRP. spPcifk tPmpora r)' :mt hol'ity to <!Pal 
with sho1·tag<~H of <'nHlP oil, n·sidnal fu<'l oil, and l'<'filwcl pet1·olm11n 
Jll'fHlndH or disJ,wat ions in tlu~ir national distribution !::iysh•m. ,ifh<• 
a.ut hori t y J!l'a ntPd nuder this Ad. sha 11 he eX<'l'l'iS<'d fo1· the pu rposc of 
minimi;r,ing thP n<hPrSP impads of such shm-tngPs or dislocaLions on 
thP Anwrican p<·opiPand tlw dolnPstie t'<'OilOill)'. 

S.:c. ::.For JHirJHI"I'S of this .\C't: 
( 1) Tlw t.1'r111 "hi'HIIIkd indPJlC'IIIIPilt nmrk<'kr" IIII'IIIIS a person 

who is <'ngagc•<l in the marketing or distributing of rPfilwd petl·o
lenm prodnl'!s )>111':-mant. to-

( A) an agnw.nwnt o1· l'ontract with a rPfiiH'I' (or a JH~rson 
who c·ont.rols, is ·l'ontrolle<l hy, or is undl'r c:omlliOII ccmti'Ol 
with st11~h relinm·) to tise a tradenmrk. trade nanw, S<'rvic<• 
mark, or other identifying symbol or ll!llllO o,\·ned hy such 
refiner· (or illl.Y such person), or . 

(B) 11 n agrecnwnt. or contral't undt~r wh wh any finch person 
Pngagt>d in t.h<l marke-ting 01· distributing of rt>fi1wd J>Ptml<'nnl 
prodlldS is gra.nted authority to ocenpy J>l'<'llliscs ownt>d, 
1<\:tSI•d, or in any wny <'ontroll<'n by a rdinPr ( 01· JWrson who 
eontrob, is controlled by, or is under commoll control with 
such refiner), . 

bnt who is not affiliated with, controlled by, or under eommon con
trol with ai.I,Y ref-i1.1cr ( otlwr tlu~n by. means of a supply contract, ot· 
an agreemt>nt. or contract drscnhed 111 subparag-raph (A) or (H)), 
nnd \vho dol'S not I'OIJt.nil ~~~~·It n•ft1H'I'. 

(~) Tlu~ tenn "nonbmnJcd independent mitrkPtl~r'' means a per
son who is engaged in the marketing or dist.rilmting of refi.ned 
pet.roh•un1 pro1lllds, llllt. who (A) is not a l'l'filll'l'. (1\) is not a 
pe1wm who eout.rols, is cont1·oll<'d by, is mHkr t'OiillllOn eont1·ol 
with, or is aflilintP<l with a •·c\linN· ( oth<'r than hy nwnns of n supply 
eontrad.), and ( (~) is not a bm ndmJ i lid<•pl'IHh•nt. llllll'kd.l'l'. 
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PUBLIC LAW 93-159-NOV. 27, 1973 

(3) The term "independent refiner" menm; n r·p.finer who (A) 
oilt:tirwd, directly or· 1111liredly, in the calerular· quart«>r wltidt 
ended imllu'diatdy prior to the date of enaet.rnent. of this Aet, more 
than 70 l'<'r <'Pill 11111 of his n•firwry input of Jonwstic crude oil (or 
70 per epnhmt of his refinery input of domestic and importP.<l 
er·H<le oil) from prodtwm·s who do not control, are not controlled 
hy, nnd :tn~ not. llllll<~r· <~ommon <·ont.I'OI with, srw.h rdirwr·. and (H) 
nmrkct.ed or· uistrilmte<l in such quarter and eontinues to market 
or <listr·ibutc a suhst.ant.ial volume of gasolirH' r<'firH•d hy him 
through l.mtndeu independent marketers or· nonhmnded independ
ent. marketers. 

( 4) The term "small refiner" nwans :trefirrPr whm:e total rPtinery 
eapaeit.y (indwling the mfincry t·apn<·ity of a.ny p<•rson who con- · 
trols, is controlled by, or is under· common eontrol with such 
n•fin<'l') do<•s not t'X('!'t'd 17!'dl00 ha l'l't>ls per day. 

( 5) The term "refined petroleum product" rrwans gasol inc, km·o
sene, distillates ( inelnding Number 2 fuel oil), LPG, refined lubri
cating oil!':, or diesel fuel. 

( ti) The term "LPG" nH~I\~IS propane and lmt.ane, hut not 
ethane. 

(7) The term "United Stat(>,s'' wlwn HSPd in the geographic 
sPnse means the States, the District. of Col11rnbia, P11erto Hieo. 
and the terTitorics and possessions of the lTnited States. 

1\L\ND.\TOHY ALLOCATION 

S•;c. 4. ( :t) Not. later thnn fi ftPen days aft1~r the date of enactment 
of this ACt., the President shall promulgate a regulation providing for 
t lw mtuHlu:tory allocation of crude oil. rcsi<lual fuel oil, and Pach refined 
)><'trolt•.um )>I'Odud, in anto11nts spe1•ificd in (or determined in a man
ner presel'ihed by) and at pri<'CS spe<~ified in (or determined in a man
n<'r pr·<·seriht>d hy) such regulation. Suhjt~ct to suhsi·.dion (f), such 
regulation shall take ctl'ect not later than fifteen days after its promul
ga.t ion. Exc·t•.pt. as provi<l<'d in suiJsPd.ion ( <') su<'h regulation shall 
apply to all nude ml, n·sidual fuel oil, and rPiirwd p!\troleurn products 
protllll'<'d in or· imported into the lTuitP<l StatPs. 

(h) ( 1) The rPgulnJion under suhsedion (a), to the mnxirnum Pxtent 
pral'l il'ahh\, sha II pro\' id<• for-

( A) protection of puhlie health, safety, ttml welfare (including 
mnintm~arwe of n•sidt•ntial lwating, stwh as irHlivi<hml homes, 
ttpartments, and similar oecupiPd dwelling units), and the national 
de fenS~.\; 

(H) runiuteuarH'<' of all p11hli!' servii'<'S (irwliHlin~ facilitiPs ltrlll 
sm·vices provide<l by municipally, cooperatively, m· mvestor owned 
utilities or by nny State or local gove.mment or authority, and 
ineluding t.mnsport.ation facilities and services which serve the 
public 1tt larg<') ; 

(C) maintenan,·e of ngril~ulttll'al operations, ineluding funning, 
mnching, dai r·y, and fishing ncti \.it i<•s, and sen ices d i t'l'ctly J'<'lnte<l 
thereto; 

(D) presen·ation of an economically sound and competitive 
petroleum industt·y; including the priority needs to restore and 
foster competition in the producing, rdining, distribution, rnnr-

Regulalion. 

Efftoctive date. 
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kdi11g, and pl'lrociH·rnical Sl~dors of Sll<'h indnstry, and to prPSPI'I"C 
tire conq)d it.irP viaGility l)f indPJH\rulcnt rpfiners, small refiners, 
nonbr-andml indepPrrdl'nt lllfld\Pter·s, arHl hmntkd ·irrdl'.JWIHh'nt 
nmrket.ers; 

( K) tlw alloc:at ion of su itablc t.nws, gr:H.ks. and q nal il.y of ('I'll de 
oil to refineries in t.lrp United !-'tal.cs to JH'I'Illit snt'lr rcfincriPs to 
Ofl(\f'atc at. full t•apadty; . 

(F) cquitabh•. distrilmtion of crude oil, resi<luhl l'rwl oil, and 
rcfinPd pet !'Oleum }H'OdtldS at C<)ltitahJc priceS ltlllOIJIY aJ'I n'gionS 
and areas of tire Unit.<'d States and sectors of th~. petroleum 
i1ulust.rr,. in<"luding iHdq)('.ndent. refiners, snraH n•fin<'rs. non
bra.Ju.led m<lepentlent. mnl'lmters, branded irulPJWn!h•nt nrarl;dt•rs, 
and arnong a.llns(•rs; 

(G) a~ lo<"ation of residua I ftwl oil and ndinl•d p<'lrolt·rllll 
produets 111 stwh anrounts and in stwh maruwr as may be w•t·t•ss:try 
f~n· th~ maintena1w.e of PXJ~lorat.ion for, an~l production or ext rat~-. 
t.wn of,ftll'b, :tml fm· requrrl•.tl transportatron related thereto; 

(H) !'rorJorili(· dlit·imw.v; and 
(1) minirnization of r<"onomie distortion, inflcxihilit.y, and 

unncecssary int('rferrnre wit.h market. meeh:misrns . 
. (~) ln spt•t·ifying pri<"!\S (or preseribing the manner for ddermin-
mg thenr), stwh J'Pg"lllation shall pro,· ide for- . · 

(A) a <lollar-for-dollar passthrongh of net inen•a,.;ps in tlw 
l'OBI. of !'l'lltl<' oil. rPsidual fup] oil, and rrfinPd ]Wtroleurn pmduds 
to all llllll'kl'tl'rs or distributors at tht> r<'tnil lerPl; and 

(B) tlw liS<' of lht• .s:IIIH' dat<· in th!' t·onrputation of nmrkup. 
111argln, and po,.;ll'd pric1• for all nmrkPti'I'S or· distributors of 
t•nrd<' oiL n•sidual ftu•I oil and J't>tined petroll'lllll products nt all 
len•.ls of n1arkPting and distribution: 

(:\) The Pn~sidPnt in promulgating tlw n•gulat.ion under snhseet.ion 
(a) shall gin\ ('()nsidt•ration to nlli)('ating enuk oil. rPsidual f11PI oil. 
and n•firwd pdrolt•rrrn pmd11ds in a rna.llll!'l' wl1ich n~s11Hs in making 
a\·:1ilahl<• i'rlldP oil. n•.sid11al fuel oil, or refined p<•tnilennJ products to 
any person whosl' liSt' of ftwls other than <"l'Ude oil. l'l'Sidual fnPI oil, 
a.nd J'PfirH•d petrolt•nnt pr·rH!ud.s hns hePn cm'tailt•d hy, or pursuant to 
:• plan fih·d in ('Oill]llialll'(' \\'it h. a l'llll' 'or or·der of a FPderal 01' State 
ag<'IH',Y, or wlr<'r<' srwlr p<·rsorr's supply of sneh other f\lt•ls is ttllohtain
:tldt• by n·asorr of :i11 :dmndnlllliPilt. of ~·J'\'l<'<l p<•.rruittt>cl or <•rdPr<'d h.v 
a Ft·dPral or·Stal<'.:t~l'IW,Y. 

(•·) (I) To till' t•xl<•lil pral'lit·ahlP and t•onsistent. "·ith tire obje<'tin•s 
of snbst•t·tions (h) and (d). the mandatory allocation prol!ram estah
li..:hpd under thP n•g-ulationmHkr suhRection (a) shall h<' so strudurPcl 
as to rt•,.;lllt in tiH• :rllo•·ation. during t•:wlr pt>riod during which tiH• 
r<'glllation appli<'s. of pach rdiru~d p<•tro]PIIIll product to P:H'h hrandP<l 
ind,~pt•udt•nt rnarkl'lt•r. p:l('h nonhrandPd in<IPJWndt•nt markdPr. Pa<"h 
srnall rPfin<'r and t•:wlr indt•pPndPnt rdinPJ", and of cnrdt• oil to Padr 
Sinal] n·firH•r arrd t•adr indepPndent n;fiiwr, in arr amount not kss than 
lht> anrnnnt sold or· ollrPI'\\'ist• snpplil'd to Sllt'h rnarkt•h•r· or n·fin<'l' 
during t IH• <'OITI'"IH'llllirrg fH'I'iod of 1!17~. adjrJstpd to jll'll\'itk-

( A) in tlw r·:t:O<' of rdint•d ]Wt.roknrn products, a pro rata r·t•dnt·
tion in tlw :11norurt. alhwated to p:wh person Png-agPd in tl1e. nmrkPt
ing or <list ribution of a J'efined pdl'Olmnn product if the nggt·egat.e 
amount of snr,h pro<lnct produced in and importerl into the 1TnitN1 
Statt•s is l<•.ss than t lw aggn'gat.p. arnount. pro<ltH'<'d and importt~d 
in <"ah~n<lar y<'ar·l!t7~; and . · 

(H) in tlir. c·.ase of c+uclc oil, a. pi·o rntn. reduction in the ammmt 
of crude oil alloeatecl to each rr.finer if the ag-gregate amount 
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Jli'IHhtcl'tl in and illlportetl into thP rnitPil St.att•s is !I'SS than till' 
aggrl'gall\ antount. pl'lldlll'l'd and iutl'oriPcl in c·ah•nclar ,\'l':tr 1~17:.!. 

(2) (.\) Till'. Pt'l'Si1h•11t !;]tall n•pol'l to llw ( 'oug'I'Pss IIIOIIthly, IH'g'tn
ning nol.)atl't' than .January 1, W71, with n·spl'd. to any l'hangt\ afiPr 
t'aleudar )'l'lll' W'i~ in--

(i) the :tggregate share of nonlmuitlt>tl indt'J>PIIdent. m:11·kders, 
(it) tlw aggt·t•.gate shar<' of hratult•1l inlh'p<'tHll•nt tn:trl<:Ptl't's, and 
(iii). t.hll ng~n~gat.e. share c~f other persons t~ngagPd i 11 tlw 

ma rketmg ot· cltst.rl but tng of l'ldltH'<l)wt ro!Pum prod uds·, 
of I he llationnlutarlwt ot· the n•gionalmark!'t in any n•fitH'.d p<'trol<'um 
pr·oduet (as stwh regional markets shall be drtcrminPd hy the 
Pt·t~sident). 

(B) If allol'ation of any int•n•asl' of fltl' antount of any rdinP<l 
petroleum produd produl'cd in or impot·h~<l into tlw linitPd :-:t.ntl's in 
I'Xt'I'SS of t)u• antount )li'O<lllc'<'d Ol' intpOI'tl'd in (':l)t•tHlar ,YI'lll' l!)j~ 
c·ontrihut\•s to a signilieant inerPnst~ in all\' nnu·lwt. sham dt•sc·rihPd in 
l'lause (i), (ii), or (iii) of snhpamgraph 'L\), the Pt·.-sickllt :"hall by 
OJ'dl'r n•qnire :111 NJIIit-nblr ndjnstuwnt in a llo1':1tions of Sll«'h protluc:t. 
undPr t lm n•gul at ion 11 nell' I' ~ubSl'lofion (a). 

(:1) The Pt·Psitlr•nt shi1ll, hy ortl<'r, 1'1\<jllii'P sw~h :Hljnstnumt;; in tl1f\ 
allo,•atious of I'I'Htle oil, n•sitlua) fnp) oil, atHlrelinetl pPti'Oil'llnt protl
urts t'stnJ,]islll'cl ltlltkr th<• rPgnlation nntlet· snhst>dion (a) as may 
l'Pasonahl,r ht> lll'l't'ssary (;\) to :lt't'Oill)llislt tht• ohjec·tivt>s of snhse~
tion (b), m· (B) to prenut nny ]Wrsnn frolll taking any adion \\'hi1·h 
won)tl h<• incousisft•HI \\'ifh sll('h ohjl'l't in•s. . 

(I) Tht• Pn•siclc•HI lllay. hy ort!Pt', l'l'<jnir·<'. s1wlt adjusltiH'IIIs in tl11~ 
allol'ations of n•fiucd peti'Oh'lllll prodnds and !'l'lltlt• oil Pstablished 
Ulldt't' tlu' l'<'g:nlation nncl<'t' SlthsC'ct.ion (a) as l11'. lll'termitti'S mn.v t·na
sonahly he lli'I'I'SS:II'Y-

·(.\) in thP ;.:l.sl' of n•fi11P1l pl't.rolt•lnll produds (i) to tak<' into 
I'OIISill<'I'Hf ionlll:t l'k!'t. entry by ht':llldl'l] ituJt•jH'JIIJPtlt Ill :I rJWfPI'S :till] 
IIOIIhl':t lldl•d j ndt')li'IHh•nf. 111:1 rJ\1'1 I'I'S dnri ng Ill' Sll hSI'I) 111'111 f 0 c·:dl'll
dat• ,\'1':11' l!li:!. ot• (ii) to takt' into <'Oil!'id<'ration PXJHliiSioll OJ' 

•·t'tlnl'l io11 of tnarkl'ting ot· tlistt·ihution fa('ilitiPs of slll'h n1nrkdl'rs 
dtll'illg OJ' SllllSI'IJIH'IIt to raJPtHlal' )'1':11' J!)j;2, :llld 

(B) in flu• c·ast• of l'l'lltll' oil (i) to fak1· into l'llllsiclc•t·ation 
tn:n·k1•t Pllt l'Y hy inc!P)H'II<Jc.nt r·t>fitiPI'S and srnall n·litH'I'" during or 
sni>SI'I(III'II I I o c ·:dc•ncl a I' .\'l':t I' I !li:!. or ( i i ) I o I :1 k1• i nl o c ·ottsi dl' ra I io11 
t•xpa11sio11 o1· n•dnd ion of rPfining l';ll·ilil il's of SliC'II l't>fitu•rs drn·
i n g or snllsl'l) 111'11 t to l':t h•ntla t' ,\'1':11' I !l7:2 . 

. \ nv ndjnstmrnts made 1111<h•r this pnrag1·aph Jllay hP tnacl<• only npon a 
fi11cling thnt, to tlw tnaxin1111ll l'Xfl'nt pr·adic·ahlP, tlH• ohiPdin·s of snJ,_ 
sc•dions (h) and (cl) of'lhissl'dioll at·P:Iftainl'cl. 

( ;, ) To tlw I'Xfc•nt p•·:ll'f il'ahh· and f·onsisfc·nf \\'if h IIH• ohjl'd i1·c·s of 
suh:-:1·c·fions (i•) ancl (cl ), ll1e IIHIIHlafory alloc·ation progra111 Pstahlislwd 
nnclt>t' the l'l'l!lllation nnd<'t' suhsPdion (II) shall not JH'OI'idl' for alloca
tion of LPG in a lll:tiiiH't' \\'hieh dt•uiPs LPO to :111v iuclustrial """''if 
no sul,stirutr· for· LP(} is a\·ailnhl<• for ns<' ),y snch itidustt·ialnsl't'. 

(11) Tho t'<'gnlaJion unrlcr suhst•dion (:'t) shall t'P<f11it·p that. l'l'llllP 
oil, n•siclnal fut>l oil. and all 1'1\litwcl pt>IJ'Olt•lllll pr·otlnds which al'l\ 
pl'llclllc'Pd OJ' l'l'filll'cl within tht> l"niiPd ~tall's shall h1• totally allcwall'd 
for IISI' hy nltirnat1• IISI'I'S within the 1·11itPcl StatPs. to tlw I'XtPnt Jll':tl'· 
ticahle antl lll'I'CSsary to :H'complish tlw ohjPdin•s of snhsPdion (l1). 

(<') (1) Till' pt·m·isinns of tlw I'Pgnlnticm nll<lPt' suhsl'l'tioll (a} slt:tll 
S)ll~l'if'_r (or Jll'l'SI'I'ihl' :1 lll:IIIIH'I' for c!PII'I'IIIining) prif'I'S of l'l'lttll' oil at 
tl1n pro<lltl'l't'IPnl, hut, upon a finding J,y I hi' I '1'1'!-'icl,•lll that to n•cprir .. 
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alloeation a.t. the pro1lncer lpvel (on a national, n•g-iona I, or· ca:-:(•-by-,·asP 
b:tsis) is lllllll'l~l~tis:try to attain the ohjedivcs of sllb!·Wdion (h) (1) (E) 
ot· the other ol,joctivi'S of subsPd.ions (b), (r), :t111l (d) of this S<'el ion, 
Hueh rl'g11l:ttion Jwed not. re11Uirc allocution of crude oil at such level. 
Any finding made pursuant to this subsection shall be tmnsmit.ted to · 
the Congress in the form of a report settii1g forth the basis for the 
Prcsidcut.'s fiiHling that allo!'at.ion at snC'h len• I is ·not Jll'l't•ssa.ry to 
aUu.i n the objeetivt.-s referred to in the preceding scnt.cnee. . 

(i)(A) The n·guhttion proinulgatl'd ttndet· HIIIJSI'dion (a) of this 
section slmll not apply to the first snle of crude oil produced in the 
United States from any lease whose average daily production of crude 
oil for the preceding calendar year does not exceed ten lmrrels per well. 

(B) To qualify for the exemption under this paragraph, a lease must 
be operating at the maximum fl'asible rate of production null in nccor·d 
wit. II rceognizPtl. eonsernttion pradiet•s. 

(C) Any uge~~cy designated by the Presitlentumler st•d.ion 5 (b) for 
such purpose Is authorized to conduct inspections to insure compliance 
with this paragmph and shall pt·omulgate :uHl cause to be published 
rt\gulat.ions implementing the prodsions of this paragraph. 

(f) (1) The provisions of the regnlntion und.er suhseetion (a) 
respeeting alloeation of gasoline need not take ell'ect until thirty days 
aft:er the promulg1ttion of such n•gHln.tion, cx1w.pt that the provisions 
of such regulation respecting pri1~e of gasoline shall take effect not 
later than fifteen. days after its promulgation. 

(2) If-
(A) an order or r!'gulation lllHlm· section ~w:~(a) (a) of tlw 

Emnm11ir~ Stabilization Ad of 1!)70 applil's to r~rudP oil, !'l'sidual 
fuel. oil, or a I'<' lined petroleum prod11et and has taken ell"eet on 
or hefon• tlw fifteenth day after the datl\ of enactnwnt of this 
Ad.,and . · · · 

(B) the President dl'terminPs that. rlelay in tlw l'll'Pi'!in• dah~ 
of provisions of the regulat.ioll un1ler subst~d.ion (a) n~litting to 
snr~h oil or prodtwtis in the public interpst and i:-: Iwi·p:-:sary to 
Ptl'ednatl' thP transition from tlw pi'Og-ranl nnrkr i:nwh Sl'dion ~0:1 
(a) (:n to the maiulatory alloeation program required 11111ler thiH 
Aet, . . 

he may in the rPg-ulation pronutlgatPll llll!ler subsection (a) of this 
SPdion dt•ht.y, until not later than thirty days aftPr the elate of the 
pt·orrmlgat.ion of the regulation, t.he efl\•ctive datP of the JH"OYisions of 
such regulation im;ofar as tlwy rl'lat.c to such oil or produet. At.t.he 
same t.inw tlu• Pn•sirhmt pt·omulgates such regnlat ion, he shall n~port 
t.o Cm1g-rps,.; Sl'tting forth his l'!'asons fm· the :tdion liiHkr this 
Jlarllg"I'H)lll. 

(g) (I) TIH~ regula! ion promulgated and mad!' !'tfer-tin 111Hl!'r suh
s~>r·.tlon (n) shall J'l'ltmin in efi'Pct. until. midnight. February 2H, L!li5, 
exe(•pt that. (A) the President or his deleg-ate may am!'nd Stlf'h l'!'g"Hla
tion so long nssnch mg-nlation, as amcnclPd,mPcts the rcqnircniPnts of 
this sed ion, and (B) tlw Pr!'Ri,lPnt. may exempt l'l'tule oil, n•si1lunl 
fuel oil, or any rdirwd petrolnm product from Ruch regulation in 
nr·c~ordatH'<'· with paragraph (2) of t.his snl~Sect.ion. Tlu• :mthorit~v to 
JII"Ollltdg-nt.P. and allll'lHl tlw rPgnlat.ion and to issue any order under 
this sPction, and to Pn fori'P ttnder scet.ion 5 sneh regulation and any 
such order, expires at. midnight February 28, 1!)75, but surh expirnt.ion 
shall not nffP('t. imy n.etion or petHling- pror~eedingR, civil or criminal, 
not. finally ill't<·r·miru~d on surh datp, nor an,v nrtion or pror'PI'ding bas!•d 
upon nny net. commit.!Prl prim· to midnight li'l•hrunry 2H, 1!17!1. 
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( ~) I rIll 1111)' I ill II' II flt-r tilt' dull• 0 f l'lllld 1111'111. of ,,, is .\d. t.lw l'n·si
dPHI. linds that npplil'ntion of tl11• •·e~ulation n11de1' suiJspc•tion (a) to 
crude oil, residual fuPI oil, ot· a refined pt~troh•unt pi'Oduct is not neces
sa•·y tocarry out. this Aet, that t.lwl'l' is no sllortag<• of sueh oil or prod
uet, and that exempt in~ :'HII'h oil OJ' proclnd from snl'!t l'l'§!ll htt ion w iII 
not. ha\'<' an a<l\'.l'I'SI'. impac·t on tlw supply of any otlwr oil OJ' rdin<••l 
pc•ITolt•nm proclnds snbjm·l to this .\1'1, lw lltny JII'I'S<'rihc~ :111 llllll'lHl
lllent to the regulntion under subsection (a) exempt in~ such oil or 
pt·oduct. from such regulation for a period of not more than nhwty 
days. The Prcsicl<'nt. shall submit any such ame~Hlnwnt and any snch 
findin~:,FS to the Congress. An amendment. uncler this paragmph may 
not. c•xnmpt lltol"c• l"lu111 o1w oi I or oiii'·JH'ncllll't. S.ul'h a 11 u IIII'IHinu~nt. sha II 
t.nkc1 t•ll't•.ct on It <lat.c sptwilit>d in t.}w unwtulnwnt., bnt. in no c·nsc~ somm1· 
than the elmm of thr P:u·lic•st. Jll'riod whidt !)('~ins nft<'t' t.he snhmission 
of sul'h nnwndnwnt. to the Con~ress nncl which itll'ludt~s nt lc•ast fin~ 
days durin~ whieh the• I lousl' was in !Wssion and at least fin>. du.rs dur
in~ \Yllich tlw SPnntl' wns in session; rxcrpt that. such nm<•mlnwnt. 
shnllnot tnke pfJ'c•t•t i r hc'fOJ'I' the I'Xpirnt ion of Sll('h Pl'l'iod l'it lwr·lloiiSI'. 
of Con~ress nppron•s a msolution of tluit HmtS<\ !:ltnting in sulll)blllce 
I hat. such 1 lmJs(~ disappl'O\'I'S snl'h alllPllllllwnt. 

Alll\llX lSTR.\TIUX .\Nil t:Xl"'lliCEJ\lE:\'T 

St:c. 5. (a){l) Except?sprov.ided in.\>.nra~raph (~),(A) sectio~ts 
205 through 211 of t.he hconom1c Stab1 1zatiOii Act of l!J70 (as 111 
lllfect on tho elate of enactment of this Act) shall apply to the n~~ula
tion promulgated under section 4(a), to any m·der under this Act, and 
to any nc~tion tak<'ll by the PI'l'Sident (or his dPII'~ate) tmdm· this Act l 
us if such l'l'j:!nlnt.ion hncl h<'cn pt·omulgntecl, stwh order hnd hel'.Jl 
issued, or such action had bccn taken under t.ht~ Eeonomic Stahiliza
tion Act. of l !l70; nnd (B) SC'<·tion 212 ( ot lwr than 212 (h)) and 21:\ 
of such Act shall apply to fund.ions under this Aet to the sanw 
PXtent. ~nwh sl'<'tions apply to functions un<let• t.he T•~<'ononil.! St.n:hilir.a
t ion Art. of 1 !)70. 

(2) The I'Xpiratioll of authority to issul' ai11l l'llfon·<• oJ'(lc•r·s ancl 
n·~ulntions tmder section 218 of such Act shall not a ll'<•c.t any aut.horit.y 
t.o niiH'tHlnllcl <•Jifot·c·e tlw regulation OJ' to isstll' aJicl•·n·fori·l'. any orcll'!' 
uncler this Ad, a!ld shall not efft~d any nutltority undt•r· St>•·tions 21~ 
:11Hl :21:1 insofar as such authority is madl' appli•·ahll' to fmwtions 
nndPr this ...\d. 

(h) Tlu•. Pn•sith-nf Jll:t.\' dl•l1·~atl' all or any portion of the authority 
gnlllt.l'tl to himtlluh•r· this .\d to sul'h ollic•t-J'S, ch•patillll'llts, ot·n~encies 
of tlw l'.nitc•d Stall•s, or to any Stull' (or oflic~t'l' tht•n•of), as he deems 
a JIJiropl'lllte. 

S•:c. (i. {n) .\11 ad ions duly tnhn JIIII'SUHitt. to r.lausn (:l) of the first. 
St\lltcllec of sed.iou :20:~ (a) of the Et.'.<>nomic Stahilizntion Act of W70 in 
effect immedintely prior to the etf('.<'fh·e dntl' of the regulation promnl- · 
~nted nndm· se.etioit 4 (a) of this Act, shall continue in effect until 
modifi<'d pm·sun11t to this Ad. 

(h) The J'l'~nlntion nnclm· SPI'tion -l nnclnny oJ·<h·•· issnc1l tlrer·eunder 
shniiJ)J'Cl'lllPt. any )>1'0\'ision ofnny IH'og-ram for the allol'lltion of crude 
oil. rPsiclunl fuel oil. Qr uny refined petroll'tlllt procluC't·pstahlished hy 
nny State or lo<'nl goYt>:mme11t if sudt provision is in conflict with sndt 
t·egulation or any sneh m·•lcr. 

h~~·~!Uiul i•lfl 
IIIII(• flt hll(~ 11 ( 0 

85 Stat. 747, 
748. 

12 usc 1904 
note. 



Immunity re• 
~frictions. 

"Antitrufit 
laws." 

26 St~t. 209; 
li9 Stat. 282. 

3!1 Stat. 7 30; 
4Q Stut. 1S2h. 

38Stut.717; 
52 Stut. 111. 

28 Stut. 570. 

RCport to Pretoi
dcnt. 

Me(_•ting. 

Antitru~t lAws 
or breach o( C'OO• 

lnu·t, ch•(t•ru-u~. 

A-10 

PUBLIC LAW 93-159-NOV. 27, 1973 [87 STAT. 

· (1~) (1) Ex•·ept as spPeifieully pmvidcd in this subsection, no pro
visions of this Aet shall be deemed to eonvey to any 1wr:-;on subject to 
this ,\<"t innnunity fr·on1 ei,·il or niminalliability, or to t•rt•atP dl'i'Pil~I'S 
to aetions, 11n1kr thP antitrust laws. 

(~) As used in this subsPd ion, t hP tPI'III "ant it ru~t Ia ws .. inclnth•s
(A) the Act elltit.IPd ".\11 .\d, to protcd trade and commerce 

against unlawful restraints and monopolies", appr·oved ,Tuly 2, 
umo ( 1:; U .S.C. 1 et ~wq.) ; 

(B) t.he Ad t'.nt.itiPd ".\n .\d. to snpph~mt•rd. l'xistin;.r laws 
against unlawful rl'straints and IIIOilOIHlliPs. and fo1· other pur
post~s·\ appro\'Pd Octo her l!'i, I !Il-l( I r, li .~.C. 12 d seq.) ; 

(C) the FPdt•J·al Trade ('ouliiiis,.;ion Act (Iii U.S.C. 41 et seq.); 
(D) Sl!etions 7a antl74 of the .\ct. e'ntit!Pd "An .\et to reduce 

taxation. to proridt> I'!~ I·!' nUt' for tlw Uol'l'l'llnH•nt. and fo1· otlll'r 
purposes'', appi·ovP<l August :2i, IH!l.J. ( l:l {.1$.<'. H :u11l H) ;,and 

(E) tl)(', Aet of .Jmw Ill, w:w, l'hapter l'i!l:2 ( t;, li.!-'.C. 1:1, 1:1a, 
1:11•, and ~Ia). . 

( :1) The 1·egulat ion pronlul;.rntt•d undPI' sPetion .J. (a) of this Aet shall 
lit\ fonmnh•d on or hdm·p tlw da!P of its J>l'OIIllllgation to thl' ,\ttonwy 
( it'IWI'HI and to thP FP<kml Tr:Hle Corn111ission. who shall. itt lt•nst 
St'l"l'll days prior to thl' PII'Pd in• dati' of sud1 t•t•gulation, I'I'J>ort to tl11• 
Pl't•sidt•nt. wit.h l'l'SJII'l't. to whl'tlwr sw·h n•gulation would tt•nd to t·n·nlt• 
or 111a int a i 11 ant i<'tllllj H;t it i n• prad it't'S or sit nat ion:-: int·on:-:i:-:i t•nt with 
I hi' antitrn:-:1 law:-:. and propos!' any alkrnatin• whil'h \\"tlllld a\·oid <•r· 
O\'t'l't'Oilll' stwh t•ll't·ds while :u·hil'\·ing tht' purposi'S of this Aet. 

(4) \\'lwiwn•t· it. is tH•t·t•ssat·y, in onlt•J' to <'Otllply with tht• prm·isions 
of this .\d or ·tht• n·gulation o1· any ordPrs unt!Pr :->t•t·ti<•n -1 tlwn·of. for 
owrH·r·s. din•dor:-:. ollio·t•J':->, agt•nts. PIIIJIIoyt'l':->, ot· l't'lll't'~t·.ntat in•:-: of two 
or 11101'1' IH'rsons I'IIJ.!agPd i 11 t lw hnsilli'SS of prothwi ng, rpfin i ng. 111a rkl't
ing, or dist 1·ihnt ing nudp, oil. l'l'sidnal fnPinil, o1· any n•lilll'dJWIJ'Oit•nnl 
product. to nH·PL I'Oilfl'l', or· I'OIIllllllllieatt' ill Slll'h a fashion i111d to Slll'h 
Pllds that 111ight othi•l'\l'iSI' ht• t'OilSII'IIPtl to I'Oil:-ilitutl' :i ,-iolation of the 
antitrust law:-:, sud1 JWI'SOIIS 111ay tln so only upon an ordt•r of thl' 
l'r· .. ,.;idt•Jd (or of anollit·l't·or :l"t'IH'\" of tht' I 'nitl'tl :-;tatt•s to who111 tilt' 
l'r·t•sidl'lll l1as dl'll'gah·tl auth;:rity' nndl'r· St'dion ;'i(h) of this .\d.): 
w h il'l1 ordPr :-:hall spt••; i fy a ntl I i 111 it tIll' su hjl'd lila t t 1;1' and oh_jt•d i n•s of 
sw·h 1111'1'1 ing, t•on fPt"l'lll't', or t'Oilllltllllit·atiou. ~lori'0\'1'1', snl'h II It'd ing. 
t·onft\n•nt·l', {,r t·onlll111nil'ation shall taJ.:p plaee only in thl' pn•st•nt'l' of 
a. l'l'lll'I!SI'IItatin•. of tht' .\ntitrust J>irisioll of thl' J)t'IIHI'fllll'llt of 
.Justit•t•. and a n·rlmt im t ransl'ript of Sitch llli'Pting, confl'rt'lll'l', or· t•onl
llltlnit·at.ion shall hi' takt•n and dPpositl'tl. togt•.lht•J' with an,\' agrl't'nll'llt. 
l't'Sttlting tlu•rl'fro111. with th1• Attonwy Uem~ra.l and tlw F1•tlt•ral Tt;ntle 
<'mum ission, wht'rt• it shall. lw madt• a \":1 ilahll' fo1· puhl ie i nspt•d ion. 

(!i) Tht•m shall he anlilablt'. a.s a tldt•ns(~ to any ndio11 hl'Ollght-llntlt•r 
thn nntit.n1st. laws. o1· for lll't'll«'h of t·ontrad. in anv FPtlt•ral o1· :-;t.nte 
l'ourt ltrisin:.r out. of th•lay or faihm• to pl'Ovidc, st>ll; or· otl'l'l' for sale or 
PXehange <'l'lldt'. oil, l'Psid11al fut•l oil, oJ· :111_v t'PfiJH•tl 1wt rok11111 pmduet., 
that stwh <klay or failum was t'IIIISI'd soh'ly by eon1pli1Uiee with the 
provisions of this Ad. or with the rPgttlation or anv order under seetion 
4 of this Ad. • 

(H) Tlwm slmlllw a.\·ailahlt• as a ddPIISl'- to any ad ion brought IIIHlt•t• 
t )•i~ ant. it rust. In ws arising frotn any nweti ng-. rm1 fen•JH't'-. or· commun icn
tum or agl't't'llll'llt. l't•sultin;.r then•from, hPitl or made snh•ly for the 
p11rpose of t'Olllplying with the provisions of this Act m· the 1'1\l!lllntion 
m· any ortlt~I· mult'I' r<eetion 4 th!'l'cof, t.hnt. sneh ilH'-I't-ing. <·onfi'I'l'-lH'<', 
t•ommnnil·at ion. OJ' a~rt'l'nlPilt \'ia:-: c·a rriPd ont. or· 111:1dt! iu H<~l·ordan•·c 
with t lu~ 1'1'1(11 i 1'1\IIIPIIb of pa ragrapl1 ( -~) of t.his snl•st•<·Jion. 
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SEc. i. (a) During th1• forty-fh·c day }ll'riod heginninl! on the cfft•e· 
t.ive dl\t.c on which th<' regnlnt:ion nntlf'J' HPction 4 fil');t tak<'s cfl'cd, the 
Ftldcml 'J'mdc Commission shall 111o11 itor the )II'Ogl'alll est a Ill islu•d 
under such rt•gulation; and, not Inter than sixty dnys after such l'lf'l'('· 
tive dllte, shalll'<'JIOI't. to tlw Prl'sidi•IJt. :uul tn t.lw Cougl'l'!'-'1 I'I'SIIf'l'lill" Report In Prcsi· 

I I. . f I . \ I . k . I · ,... ,,,.,., ""'' ~· .. ,.. I 1(\ ol cd.J\'l'III'SS Cl filS. d lt.lll adwm; Ia 'I'll Jliii'HIIallt I ll'J'do. . grcss. . 

(b) }"or purposes of carrying out this section, the Federal Trade 
Commission's authority, under sections G, 9, and 10 of the Fed~ral 
Trade Commission Act to gather and compile information and to 843 :,s:a'.; 2~~ 1 ; 
require furnishing of information, shall extend to any individual or 62 s.:,: 909: 

partnership, and to nny common carrier suhj<'ct t.o the Acts t.o regulate so's usc 46 • 49 • 

commerce:) (as such .\cts nrc defin<'d in ser.tion 4 of the Federal Trncle · 
Commis.~ion Ad); 

· Approv~d November 27, 1973. 



P.L. 9:1-385 
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"(2) no amounts authorized to be appropriated in such ,r:na
graph may be used to carry out the functions identified as a..~s1gned 
to the Office of X uclenr Affairs as of January 1, 1976. 

"(c) No amounts authorized to be appropriated in paragraph (7) 
of subsection (a) may be used to carry out solar energy research, 
development, or de:monstration activities.". 

cor.u:cTION OF IN•'OitMATION CONCERNING EXPORTS OF COAL OR 

l't:TROT.F.Dl\[ l'RODUCTS 

. SEc. 111. Section 25 of the Federal Energy Administration Act 
of 19U i~ HlllCIHh•d by adding at the end thrt·eof t.h<' following JWW 

Sll bS!\Ction : 
"(d) The Administrator shall not he requin•tl to collect inckpentl

c>ntl_y infoi'JJialion d<'scribcd in subsection (u) if he can secure tho 
information dcscribP~l in snhs!'dion (a) fro111 ot.hl'l' F<•dpm] n~Nwi<'S 
and the in format ion S<'Cill'l~<l frolll ::;uch ageneic>s is available to till\ 
Congn·s,.; put·,.;uant to a n•quPst undrr ,.;uh:;pdion (h).". 

St:c. 11:!. (:t) Tlw srcond SPll!Pil('(\ of sPdion ao of till' Ft•drrnl 
IS lJ.~C 761 En<•rgy Ad111irtistrutinn Ad of 1!174 is ltlll<'n<h•d to !'Pad ns follows: 
note. "This Ad ,;hall ll'l'lllinntl' J)p(~Pilli>Pt' at, l!li7.". 
Effective dote. (L) Tht' IIJII<~rulrnent made by sub;;edion (1t) to st'dion 30 of the 

Federal Encq!y Adurinistration Aet of l!J74 siHlll take eff<'d on ,July 
ao, 1976. 

IS USC' 761 
note. 

IS lJSt 7?.7. 

JS USC 757, 

l'I:O.J I'C'l' 1 :\PI·:l't·::>:nm>:ct·: E\'AI.CATIIIX SYSTF:M llOITMI·;:\'J',\TIOX A :>ill 

Acn:"s 

SEc. 11:1. Tht• Fed1·r·al t•;n<'I'I!.V Administration Aet. of l!l7·~ ts 
:uuelld,·<.l hy add in:..: at. thP Pn<l therPof t.lte follo\ving m•w section: 

"l'Hli,JI·:<'T 1:\llEI't::"\llEJ\'I't: EVALI'ATIOJ\' Sl'STt:~l llllCl'JIIE:>;TATftll'o; ANil 

ACCE~~ 

"Sr·:c:. :11. Till\ .\drninistrator of tlw FPdl'ral EnPrgy .\dmini,.;tration 
:;h:tll-·-

"(1) sul11nit. to tlw (~ongn·ss, nnt.l:tt.l'r titan !'it,ptPntlH·r 1, l!liti, 
full and ··ontpld,, structural and pararndri<'· d<wtlllll'Jllation, and 
not la!,•r· than .!anu:u-y 1, 1!177, opemting tloeunwntntion, of the 
l'rojPet. Jndq)('ndetH'P Evaluation System colllputer model; 

"(i) pnwidt• a<'<'l'S,.; to such modd to rPprPsPntatin•s of ('Oill

tnit t ePs of t )u, Congn,ss in an expeditious uranncr; nnd 
.. (:)) l"'l'llrit. tlw ust• of such tnodPl on till' <'onqnrtt•r sy,.;tl'lll 

tnair1tainPd hy the FPdt·ral E1wr:..:v Atltninistration hy any llll'nrhpr 
of till·. pnhlie upon suelr n·as<m:tblc terms m1d c<in(litious us the· 
A•llllillt~t rat or ~hall, !.y rul<', prescribe. Such ruh•s sh:tll provide 
that :Ill\' llll'ltllwt· of thn /luhlie who' II~<';; snch urodel may he 
<·harg<·•f a fnir aud n~a~on:t ,lc ft•e, as detcnninctl by t.hc Adn;inis
tratot·, for using such mo<lc!.". 

l'AHT B---J'H.,IHJCTJoN E:otA1\Tt:JifJ·:NT AXIl (}nn:n Ht:LATEII ~f.\rn:ns 

EXEJIII'Tifl:>; 0}' I'Titll'l't:H WELL J'l!tllllJCTIO:N 

St:c. 1~1. ~<'I'! ionS of t.llt\ l•:nll'l'J!l'II''.Y Pl'fmlP11111 Alltwat ion Ad of 
tni:\ is alnl'tHI<.•d by adding at the end thcrt•of t lw following new 
subsl'ction: ·· 

90 STAT. 1132· 
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"(i) (1) Th(l fit·st s~tlo prir.c of sl.rippllr WI\ II ('J'IJII(l oil sh1lll IMl cx<'mpt. 
!t·om the regulation promul~atcd under section 4 of t.his Act as 
amended pursuant to the requirements of this section. !<'or the purpose 
of this section, t.he President shall include in the computation of the 
actual weighted average first sale price for crude oil produced in the 
United States in any month subsequent to August 1976 the actual 
volume of stt·ippt>r well crude oil produr.l'.(l in the TTnit1•1l Rt.ntf'S in 
Htch subHequcnt. month and sudt acl.tuLI volume sluLII be d1•crmld to 
have been sold at a first sale price equal to $11.63 per barrel plus the 
difference between the actual weighted average first sale price in 
August 1976, for crude oil, other than stripper well crude oil, pro
duced in the United States, and the actual average first sale price in 
such subS(Iquent month of all clas.'lificat.ions of crude oil, other than 
:<tripp11r well nufi,, oil, prmhwlld in lhfl IJnit!ld Ht.nt.o:-:, Wl•i~ht.,•,Jns if 
meh sudt clas:-:ilieufinn were product•.d in 1mdt subSI'AJIIent. month in 
I hu Hltlllc propm·t.ion us such cla~r.;ificnt.ion, or th<i most JWILJ'I.Y I!OIIl

Jlltl'llble clttssilil'ution which existed on August 1, 1976, was produced 
Ill AUftUSt 1976. 

"(2) For the pm·poses of this subsection, 'stripper well cmdc oil' 
mt•ans cl·ude oil Jll'Otltwed and sold from a pt·opet·t.y whm;P umximlllll 
ll\'el·ng" thtily protl'udion of audtl oil pet· well during ILII.Y eonsccutive 
1~-mont.h period heginnin~ nftcr l>eecmher 31, 1972, dor.c; not cxeeml 
10 lmn·cls. 

"(3) To qualify for the exemption under this subsection, a pl'Ope•·ty 
must be pt·oducing c1·ude oil at the maximum feasible rate through
out the 12-month qualifying period and in aceordulll'.tl with t·ecog
nizt~d conservntion p1·actices. 

" ( 4) The Pn•sidcnt may define terms used in this subsection con
sistent with thtl purposes thHt•of,". 

Jo:NIIANCJo:JIU:NT Ot' DOMI':STIC l'IIOIIU17I'ION 

P.L. 94-385 

15 usc 753. 

"Stripper well 
crude oil. 11 

Qualification. 

SEC. 122. Section 8 of the Emergency Petroleum Allocation Actof 
1973 (as amended by sedion 121 of this Act) is further amended- 15 Usc 757. 

(1) in subsection (d) (1), by striking out "any adjustment ns 
u. production incentive shall not permit an increase in the maxi
mum weighted average first sale price in excess of 3 p_er cllntum per 
annum (com~Joundcd annually); unless modifi(ld pul'Sitant to this 
section, and''; · · 

(2) in subsect~ou (d) (3) (C), by striking out", including pro-
ductiOn from str1ppct· wells"; · 

{3) i•l suhscdion (e) (1), by stt·iking out "(A) a production 
incentive 111ljustmcnt to the maximuni weig-ht.l"d :tv1•ra~(· fit·st 
sale price in excess of the 3 JlCr erntum limit.ntion spl"t~ifiNl in 
subsection (d) {1), (B)", and by stt·iking out. "such subs1•d.ion, or 
(C) both.", nnd in:-:m·tin~ in lion therrof "suhsedion (d) (1)."; 

(4) in subseet.ion (e) (2), by striking out "nn n(lditionnl 
n.(ljustment. II}; lt prmluction inl'.t•.nt.ive, or", antl by sti·iking out 
",or both,"; 

{5) in subsection (f) (1), by adding hdore the period at tho 
1111d thcrl"of the following: "and an annlysis of tho effects on 
price and tht• pi'Odlld ion of domPst it~ eJ·wl" ni I t'PHIII i ~~~ from 
the amendments mndc to this section by Stldions 12! and 122 of 
the :Ener~y ('onSI'Tvntion and Production Act"; ' 

90 STAT. 1133 
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( 6) in suhsed.ion (f) (2), hy st.1·iking out i'The President r.Hny'' 
arHI inserting in lieu thereof "On March 15, 1977, the PrcsHknt 
may"· · 

(7)' in subseetion (f) (2) (A), by striking out "or modifieation", 
and by striking out"~ may have bet~n nmended pursuant. to sub· 
section (e) "; 

(!:!) in ~uhsect.ion (f) (5)~ by. st.1·iking out "~n· modi\~", nnd hy 
stnkrng out "or of n n10drficatwn of sueh adJustment·; nnd. 

(9) by :ulding at the end thereof the following new subscc.t.wr~: 
" ( j) ( 1) As soon as practicable nfter the date of enactment of ,tillS 

subseetion, taking into consideration the grl'ater flexibility prov1d~d 
by the nmendtucnts r·elat.ing to the production ince.ntive adjustment 
mult•.r· Sl'.('f.ion I ~2 of the Enet·gy ConSf•t·vation anti PrOljud.ion J\d, the 
l't·esidnnt shu II JH'omulgatt~ sueh :unendnwnt.s to ·the mgulnt.ion unt!e.r 
sed.ion 4(n) (rdnting to prim) 1~s slmll (A) provid1' 1~dditiorml prrcc 
irH~nti ns for bona fide tertiar·y enhance<! l'l\CO\'er·y t.echniqm•s 1~nd (B) 
provide fot· the adjustment of diffe1·eti.tials in ceiling prices for crn~e 
oil that an• the n'stdt ofgravity differentials which are arbitrnry, dts· 
criminatory, applied on a regional or locnl basis without reasonable 
jusl ilio·nt ion, or fail suhstantitdly to refll'd cm·r•t•nt relative markd 
Vl~hmtions of snl'h d i tl'en•.nt in. Is. 

"T..,rtl:try en- . "(:!lAs u~d irl'lhissuloso.·dion, tlu\ t.en11 'tertitu·y enhaBC!\d n•eorcrr 
hanccd recovery, teehni<[III'S' nwans ext.monlinary and high cost enhancement technol· 
tcchniques." ogies of n type nsscx~iated with tertiary applications including, to the 

extent that such techniqm•s would be uneconomical without additional 
price irwe.nti\·es, .miscible _fluid or. gas~ injection, ch~mical fl~oding, 
steam flood rng, nlleroemulswn flootlmg, m srtu corubustron, cychc steam 

Rule. 

15 usc 753 
note. 

15 usc 753. 

Report to 
Congress. 

"Sm~ll refiner" 
and "independ
ent refiner. " 

15 usc 757 
note. 

injcdion, polynwr flooding, and caustic flooding nncl vnri1~t.tons of the 
sallie\. Tlw l'n•sidl'tl!. slmll-havclnuthority to .further defintl the t.erin by 
rule.". -

St:G. 12:t (a) 1t is the intent of the CongrrRs that, for the puqlOso of 
fost ... ring- c·onst nwt ion of new rdineric\S by small n.ud inclepend<lllt 
mlitlt'rs in I hP. lTnilt>d :-it.atr.s, tht\ Administ.mt.or of the l•'edeml Energy 
Adniinist rat ion shnli takc' such nd.ion, within his ltuthority under 
other lnw eonsistmtt with the nttainment, to the maximum extent prac· 
ticnblP, of the objectives under section 4(b) (1) (D) of the Emergency 
Petroleum A !location Act of 1973, as the Administrator determines 
IHWessat·y to insur·e t.hnt. nrll's, regulations, o1· ordei·s issued by him do 
not. impose Hl!rensonabJy, unnecE'SSary, or discriminatory barriers to 
entry for· small 1·efiners and independr.nt refiners. · 

(b) Not later than April 1, 1977, the Administrator shall report to 
the Co~gms.'l with rrspect to actions taken to carry .out the policies in 
subsectton (a). 

(1~) :For· the· puq)(>SI'S of this srct.ion the terms "small refiner" ancl 
"independent rdinm·'' have the same meaning as sueh terms have under 
the Emer·geney PI!! !'Oirmn A llocnt.ion Act of 197:1. 

u·Ft:CTivt: nATE oF ~:I'AA AMF.NilMt:NTS 

St:c. 124. The amenclnH"nts made to sect.ion R of the Enwrgency 
Pct.rolettlll A llomtion Aet. by section 12~ of this Act shall tnke effect 
on the date of enactmrnt. of this Act. The amendments mnde to sec
tion R of sudt A<'l hy sPdion 121 of this Ad shall take eiTect on the 
first day of t.lte fir~t full month which begins :tft.er the dttte of 
erlltetrucmt. of this Ad .. 

90 STAT. 1134 
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s~:t \ -WI. (a) The Erner:,rency Pnti'Oh•um All1wation Aet of 1!173 is 15 USC 751 note. 
nnwntlt·d hy 1Hltlin:,r at llw t•Jul t ht•J'('(lf t)w followin~ new Sl~ctious: . 
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"orL l'lnCI:"iG POJ,ICY 

"R~:c. R. (a) 1'\ot. lnt~t· than the .first. day of th~ r-:Pron1l full calrnrlar 
month foJJ,min:.r the d:llr of Ptladtnrnt. of this f:!•dinn, the Pn~sidf•nt 
shall prottnil:.rat<\ and make cfTecti\·e nn n.mcnclnwnt. to the n•gulation 
11ndm· sect inn -t(a) of this Aet whieh regulntion, as amPtHled,, shall 
er-:tablish e<'iling pr·iecs (or the manner· of determining ceiling prices) 
uppli<"ahlP to :my first ·Sal<~ of crude oil prounecd in the Unih~<l States, 
such that t ~~~~ n•fmlting n.ctunl weighted 11.\'e!'llgc lirst sale price for all 
stteh cntdl'. oil during such calendar mont.lt ami eaeh of thea!! ntonths 
thcnlafter shalrnot exc:e~d a mn.ximnm of :jii.6G per barrel (hereinafter 
in this se,·t ion refrrred to as the "maxilltum wcight!'dan•ragc first sale 
pl'iee''), ex<·Ppt as may be adjusted pursuant. to this section. 

"(b) (1) Th<' n•gnl<ltionutld<·r secl.ion J(a), as atltetH!(\(1 pursuant to 
subsection (a) of this seetion or uy any snhsequentamendmcnt thereto, 
may, s 11 hjN.:t t o t h<\ l i '"it at ions r·c 1 a tc< 1 to t.hc 111 ax i lltllllt \nli ghtcd aver
a~e. li rst. sal!• pri<'e :tlld other l'll!Jllit·cments of this sedion, provi<le for 
different ecilin:.r prie<'S (or ntatmrr of dPterJHining eei!'ing JH'iecs) fot· 
different. classilic·ations of t'l'tHle oil prmluced in the United States. In 
prMidi!tg for ~~ilTerPnt <'eilin:.:-.J;>rie~·s (or the manner fol'.dctenninin~ 
such cerhng prwes) and classJhcatiOns for sne.h crude 011, the Prest
dent. shall ddl'rrnine t.h:lt such <•.riling 1wiees (or the n.anm•r for deter
mining sneh eei 1 ing prices) all( I such classificat.ions-

"(A) arr. administratively frasiblr; an<1 
" (H) a I'll just i lied on the basis thnt sueh prices nnd sueh elassifi

catiolls :u·e consistent. with obtaining opt.illllllll pi'Odudion of cru<le 
oil in the United States.. . 

"(2) No a 11 H'tld nHmt. to the. r<'gul:t tion Hilder f'!•d ion ·I (a) made a ftet· 
the datP of PnadrnPnl of tl1is seetion may rwrmit, in any month which 
hegins aftPt' such (late. an increase in the price for any Yolnme of old 
rrwlc oil production from any prioriti<'s, ttnl<'ss the P1·esiclrnt finds 
that. Slldt fl!IIP!Ic]nwnt---

"(A) will gi\'!~ positi\·c inrentiYes fm· (i) PnhaiH'Ptl t'!'f'O\'PI'Y 
t.r\chniqttPs, OJ' (ii) <h~Pp ltrH·iwn <lc•\·PlopntPnt, fmtll stwlt pmper
ties: or 

"(B) is necrssnr,v to take into account d!'elining pt'Oclllction 
from S1wlt proprt·tiPs; nl1!1 

"(C) i.:; lilwl.\' to rPsnlt in a lrYel of product ion from sueh prop
ertiPs hPvotul that whicl1 would otherwisr, oecttr if no r-:nrh amenrl
lllPnt w,.;.<. ln:ttJ, .. 

"(il} As"""" in paragraph (2}. the term 'old crude oil production' 
men.ns that. Yoltttnr• of crttd<'. oil prorlucr1l an,] sold ft·onl a Jli'O(l<'rty in 
a mont It whit·h is Pqtta 1 to or· lrss than t.he \'olttnm of old rr1Hle oil, ns 
ckfhwrl in s,•,·tion 21~.12 of titlP 10. C'o<h• of F<·<l<·t·al Hrg-nlntions (as in 
elf<•d. on ~O\'I'IlthPr 1. 1!115), prodtt<'rrl and sol<l from sn<'h proprrt.y 
in tlw Htntdlts of ~Ppl<'lllhei·, OdolH"r, and Xo\'<'nlh'l' of l!lli\ di\·i<lrd 
bv !l. 

· "(1') (1) Not. lat!'t' fl1nn (l months aftr.r the effPcfin~ 1late of the 
atn<'IHlmrnt promulgated under suhsret.ion (a), and not. later than 
rwet·y fl rnnnths thrrr.aftcr, thl'. Prrsidcnt shall. on thr. basis of vn.lid 
anrl J'cliahlP information (which may inelnde infonnnt.ion obtained 
h.v a \':tlirl :1nd n•liahl1' s:llllpling tPl'lllliquP) of :wtual first sal!' prices 
of domestic <'l'ttde oil, detP.nninP wlmthcr n.nrl thP l'xtcnt. to whieh the 
aet.tta I \i'Pighl<·cl :t\'<•ragt\ first. ~:alP. prin•. for c·.rtt<k oil pmdttc.P<l in the 
Hnil<•d Stat Ps during nny I.-month period or portion thereof for 
which data nrc available following t.he effective date of the amend
ment prornulgated under suhsretion (a) of this sl'ction. f'xcecrlerl or 
was less than tlw maxiiHum weightc<l 1\Vl'ragc first sale price of such 
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•~nuh1 oil spPI'ifiPd in suhs•·-••f.ion (a) as IIIII)' h .. ad.iusl•·d pursuant. t.o 
t.his sediou. 

"(2) If the Pr<lsident finds, \>ursuant to paragraph (1) of this 
snbscct ion, that t lw r•·gulnt iou11111 <'I' :-;t••·t.ion 4 (a). a:-; amended, resulted 
in :m actual wPighiPd ave•·a.t,."tl first :-;ale priee in execss of the maxi
llllllll weighted a\'er:tgB fil·st sale Jll'iec speeific<l in subsection (a) as 
adjust.P<l Jllli'SU:tnt. to this sl'd.ion, lu~ shall IIIIH'Illl t.lu\ r·egulnt.ion to 
mnlw sueh t:OiliJH'Ilsating adjustments ns al'C 11cccssary to result, in u 
eorr<'spondiHg pe1·iod, in an actual weighted :wt~rage first sale price 
fot· clouwstic c•·ude oil sullicient to otl'set sueh excess. 

"(:3) If the Pl•t•si•h·nt finds, pursuant to paragraph (1) of this sub
section, that the rc~ulation under seetion 4(a), as anu\n<lml, resulted 
iu an adual wcightl'd average first !"ale JWiee less than the maximum 
weighted :wemgeli1·st s:tle price specified in subsection (a) as adjusted 
pursuant t.o this >'N.~tion, he may, notwithstanding the requiremrnts of 
this scct.ion lwrtnining to such maximum weighted ttVCI':lJ!C first sale 
pric<'·· amrnd the n'~.!;Ulation to nmkr !'lueh comp<~nsating n.d.iust.mPnts in 
the l'<'gnlntion as an• lll't'<'SSat·y to olfsPt tlw delkimu:y in a eori'I\Spond
ing pPriod. 

" (d) ( 1) The nmenclm<>nt promulgated pursuant to subsection ( 1~) 
of t.his SC'dinn (or nny subsequent amrnclment to the rrgnlation uncler 
sedinn 'l(a)) may prodde for an adjm;tmcnt to the maximum 
Wt•ighiP<l 11\'l'I'II,Ut' lin;! snle lll'ice SJH~ciliP<l in subs••dion (n), sneh 
adjustment. to h<•gin no cnrlim· than in the calendar month following 
t.he first. month thl' :llll<'lulment. is in pffect-

" (A) to take into account the impact. of inflation as measlll'ed by 
the ndjustrd G XP clPflnt.or; and 

" (B) as a prodnd.ion inc<•nt.i\'(~; 
ex<'<lpt. that any ad,jnstnwnt. as a pmdndion inePnt.i\'t' shall not permit 
un in<T••ase in t.IJC'. Jnuximnm weighted avt•J·age first sale price in excess 
of :lJWI' <'Pntnm Jl<'l' annum (<·ompotnHh•d annually), mlless modilicd 
pursuant to this section. and the eomhined effect of any such n.djust
nwnts rd<•JTt•d to in subparagraphs (A) :111cl (B) shall not msult in 
an increase in t lu' maximum weighted a \'f'l'age fit·st sale price in excess 
of 10 pt'l' ePnttun J>l'l' annum (cornpmm<lP<l annually), un!Pss modifind 
pnrsu:1nt. t.o this sedion. 

"(2) .\s l1~<'1l in this snhsf'dion. thP 11'1'111 'adjust<l<l GNP deflator' 
nH•nns the first n•Yision of the .qu:u·tel'ly pcrcf'nt ehange, seasonally 
acljust<'<l at. annual rat<'s. of t.hr most. l'f'<'Pnt. implicit. price r]p.fln.t.or 
fm· the g-ross nat ion a 1 product. wh ic·h sian 11 hr. <'ompnt.rd nnrl pub! ished 
for l':H'h ralc·n<lat· qnartl'l' by the nf'p:trtmrnt. of f'ommnrre, snhject 
to Sll<'h nclcl it ion a I modification as thr Pn·sirlPnt. sha 11 ma kt>. to exclncle 
thcrrfi'Om an\' auJonnt whic~h lw tlPtl'l'lllinrf' is attrihulahlf'. solclv :mel 
clire<·tlv to iJlt'I'Pasrs which OC'<'Hr aftPr t.he elate of ennd.ment o.f this 
sPrtiOJ) in pricl's of importf'fl <'l'ndc oil. rPsi<lunl fu<'l oil, or any refined 
JWti'OlPuin pmchwt rf'sulting from concerted action of two 'or more 
petrol rum Pxporting eount.ri<'S. 

"(:1) Tlw arljnstliwnt as n procluction incf'ntive rcfeJT<'d to in pura
gl·nph (1) (H) n1:ty hP nu11h• only on n finding hy llw Pn·siclPHt that 
suc.h an ndjm:tnwnt. is likC\Iy to prcH'itle positive in<'PII!.i\'1~ fm·-:-

"( A) tlw dist'O\'I'l'Y or cl<'Vf'lopnwnt. of hil!h <'Ost. and high risk 
propert.ir.s ( indn<ling nrw wil<l<'nt pi'Oprrtics. nncl propertic\S 
lo('ntf'd on tlu• Ont<•r· C'ontinrntnl Slu•lf.j>I'O)Wl't i!'s locnt••d Hort h of 
the An·til' Cil'l'le, d<'I'P wells nJHl clel'p JOI'Izons in onshorr or off
shot•r. JH'Ol1f't'tirs, ancl pro1wrties opemtcd by . inclrpc•JHlf'nt 
prorltH'<'l's) : 

"(fi) tlw applil'al ion of <'llh:nwr<l 1'1'<'0\'f'l'.\' tl'<·huicrnps to pro
ducing pt'OJH~l·tirs to obtain n hwc>.l of Jll'<ldndion higlwr than 

89 STAT. 943 

Amendment. 
15 usc 753. 

"Adjusted GNP 
deflator." 
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would ot}JI'.nvise oceur from those propcrtim; but. for such adjust
ment· or 

"(C) sustaining production fmm marginal wells, including 
JH'Odul'tion fl'<lm strippet· wells. -
"(e) (1) Nol t~arlier than !lO days nftrr the effect in~ dati' of. thr 

:tlltcndruPHt. prouHtlgatt>d ttlldt'J' suhsl'ction {a) and not l':trlit•r than 
!JO days aft(•!' tlw dal<· of any pn·viotts stthnrission undPJ' this suhs<•c•
tiou, the~ J'n,sidPut 111ay suhr11it. to the ('ongn·ss, in ac·c·ordaiii'P with 
the proccclures speeificol in section i'i51 of the Energy Policy and Con-. 
servation ;\et, a11 auwndnwnt to the regulation promulgated under 
section 4 (a) whidt provides for (A) a production incentive adjust
mcitt to the ntaximum W<'.ightcd a.n~rage first. sale price in excess of 
the 3 per ccntuin limitation specific< I in subsection (d) ( 1), (B) :1 com
l•ined adjustitH'III limitation in excess of the 10 per centum limitation 
S)ll\l'ifiecl in such suhs<'ct.ion, o)· (C) both. 

"(2) Any sw·h anr<•Hdllt(•nt shall he accompanied by a fintling that 
an acldit.iona.l acljnsttncnt as a production incentive, or a combined 
adjustruent. liutitat.iun greater than permitted by subsection (<1) (1), 
or both, is ncccssru·y to provide a more aflequate ineentive with respect 
t.o the mat t<'rS rderr!'d to in subparagi·aphs (A), (B), m· (C) of sub
~ctiol! (il) (3). 

"(:3) Any sul'.h :unrndment shall uot take effect if either Honse of 
Cougt·e$s dis:tpprov<'S snr.h tUIICtHlment in aeconl:uJC.e with the pro
ccclui'I\S sJH'rifit·d iu sce.t.ion fi!\1 of the Energy Policy and Conset·va
tion Act. 

"(f) (1) On FP!.ru:u·y 15. 1!177. tlw Pt·psiclent shall submit to the 
Con:.r,I"t'SS a n·port eontaining an analysis of tlt<' impact of any nm!md
ment. adopted pur·snant tot his S!'l'tion on the pc·onmuy and oti t.he sup
ply of r.rnd<•. oil. J'<•sidual fuel oil. and r<'fin<'d pPtroiPHIII produ!'ls. 

"(~) Tlw l'n·siclPnt. ruay submit. with s11eh rpport to till' Congress, in 
aecorclanec\ with tlw procedures spc('ifird in sPction fi;il of the Etwrgy 
Polie.r and Consnt·,·ation .\d, an amcrHlment to tltl' rt•g-ulation promul
gutc\d uwl<'t' "pc·tion 4(a) whieh-

"( A) prcwidPs fnt· the eontinuation ot·moclitkationof the adjnst
nwnt. as a proclill'l iop itH'Ptlti,·e. ( rrfrrrPcl to in snbsPct inn (d) as 
may h:t\'c• hc•c•11 aml•nclc•d JHII':·mant to suhsPd.ion (e)); 

"(H) providPs for a moclification of tl11• <·omhitwtl adjustnwnt 
linrita.tion (rdPtTPd to in suhs!'d.ion (•1), as may ha\'e been 
aniPnded Jliii'SH:tllt. to snhsPction (<'));or 

"(C) pl'lwides for adjustnll'nts with rcsppc{ to both subpara
graphs (A) :uul (H). 

"(3) Sndt al!tc•rulrn<'llt. shall not take pffpl'f if l'itlwr·llons<' of Con
gt'l'SS disn pprm·<·.s :-;ul'h anU'nclnu•.nt in a<·cm·dan<'<' with t lw pro<·l'tbti'I'S 
specified in sed ion fifil of the Erw.t·~y Policy and ConsPJ'\'ation Act. 

" ( 4) If any StH·h atnrtHlnw.nt. is disappron~d by eit hu House of 
Con~rcss, the Prrsident may. not lntrr than i10 days aftet· t.he date of 
suc.h disappi'Oval. snhmit one aclrlitional anwndnt!'nt. in arc<ll'dancr with 
paragraph (2), which a11wndutent. shall not take Pil'l\et if either House 
of Congmss cli~·mpproYI>s Slll'h :t!IH'IIclnu•nt. inn<·c·onlancP with llw pro
cedun·s specified in Sl'd ion !i.'i I of t.he Energy Policy nnd Conset·\'at.ion 
Act. 

" ( 5) If no amenrlment to continue or modify t.he adjustment as a 
produdion itw<•ntin\ tak<•s <·f)'pc·t. 110 such aclju:-;t nwnt to t.IH'. mnxi
mum W(\ightcd ltvi'-I'Uge ti1·st salt~ priee thereaftet· may he taln~n into 
ar.count in c>omput.ing such pri<'l' for any month ,\·hidt ))('.gins aft.et· 
(A) t.lw dati' on whidtn submission c·<mltt have lwmi mndP llll(kl' pnm
gr;aph (2) but was not, or (B) the last date on which a submission was 
disapproved and no further submission pursunnt to paragmph ( 4) 
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!~!lltld bt•. llllldt•, t'XI't•pl. lluit lim l'r·~·sidt•nl rnny, pursllnnf. fo flu·: pi·o.t'(\
UIIl'l'S under Sltbsl•l'lton (e), sulm11t antlltH'IIdltu•ut to the rc~ulutwn 
to pr·ovide for n prospective reinstatement of such ntljnstmcnt or of a 
modilicntion of such atlj11stnwnL 

"(g) (1) On April Ii1, 1H77, the Pr<•s!dent shall subrnit to the C~m
gress a t·epm·t as to wlwtlwr the t·<>~ulntror~ pt'OIIll!l~ah•d ~~~~d.Pt' SPI'~Ion 
·I (a) nnd ill l'()'pd Oil ~tll'h 1lah• \\',Ill Jli'O\'It~t· l"";tll\'1': pt'lt'I\.IIH'l'llf 1\'~\S 
for tlw th•l·l'lopiiH'III ol I he donwstrc l'l'tHie oil produl'l toll t'l•h•,rred to lll 
purngraph (~)(.A) wi~hout.lesse!1ing: needed itH'e.ntin·s f•.n· s11st~it~ing 
or <•nhnnl'ing crude ml pi'Oduetton m the l'!'llllllllllet· of the {nutetl 
Stntes. 

"(2) If the Pn•sident determines that a price retplired to provide 
po,;it i n• price i lll'l'llt i l'l\S for the development. of t.h!• tlomest ie erwle 
oil pymludiot~ rdt•tTed to ili ptH·agmph .(2) (A). ,~·ou!J, beeaus~• of the 
max!lnllm w<•tghted ul'et·age first snle prtce spt•cthed m. Stlbscd~m~ {a) 
of this section, ns atljustctl, have the effect of reduemg Ol' hnutmg 
ceiling pl'iccs pcrmittetl for crude oil pr{)(]uced in the remainder of 
the lTnitc<l State::; to levels which would result in less pi'Oduction of 
stwh l'l'tHle oil than would otherwise occ11r, the Prrsident may, 
ttwt•tht•t· with such report, or at nny time thereafter not earlier than !.10 
t~a';•s nftm· any previous submission under t.his subsection, cxct•pt ns 
providetl in p:irngmph (.4), submit to the Congress in acconlnnce with 
the pmcedures specitied in sedion 5iil of the Energy Policy nncl Con
set·,·ntion ,\ct. nn amendment to the regulation pmnmlgnted under 
st'dion·l (a) wltidt-

" (A) t•xeludes up to 2 million barrels a day of ern de oil pi'Oduc
tion transpm·ted through the trams-Alaska pipeline ft·om the com
putation of t.he maxim11m weighted avernge fit·st sale price 
spt•cifl<~il in suhst•dion (n); and · -

"(B) t•stahlisht•s l'l'iling pric.l's (or a lltannPt' of dl'f('t'lltillill.!!' 
pri•·ps) f~>r tl11• tirsf. salt' of t'l'llth• oil pi'Odudioll t'l'f('t'l'l'4l to in 
snhpamgmph (A) s11eh that the aetual Wl'ightPtl. an.r·age first 
sah• prict· for stwh pmdtwtion will not ('Xt'l'l'tl flu• hight•sl al'fnal 
wt•ighl!•tl an•mge first snle price permitted un(ler the regulation 
ftll' ;.;ig-nilil'anf. \'Ollllll('S of :til\' otltPt' cla,;sifi4·af ion of tlolltl'St ie 
crude oil. · 

"(:\) Any stwh tlllll'lldllH'Ilt shall he aceompanied by sw:h finding-s 
antl Sll p port iJ,_!! mt iona le as the Pt·t•sitkllt d!'tl'l'tll i Ill'S .i nsti fy sneh 
l'<•iling pri1·l's (or· nt:tlllll'l' for tll'fl'mtining swh pri1'1'f') .. \ny tlllll'lld
llll\llt. sulmtittt•d to tlw C'nng'I'I'SS pursuant. to this suhsl'l'tion shall 11ot 
t alwt•fl't•et. if "it h1•r Houso of Crmgt·ess disnpprovr.s s11ch rtnH•ndmcnt in 
arcortlaneP with the pmcethll·t·s sp<:>eifit••l i11 st•dion !'i!ll oft he Ellr'I'I!Y 
Policy nne] Cni!Sl't'l'nt ion Act. · 

"(4) If any s11eh tUlll'tlllllu•nt is disappt'O\'I'tl h.\' PitlH•t· ITOltSI' of 
CongrPss, thl' Prt•sitll'nt may not latl'r' than :10 tlays aftl'r the tlate of 
Sitch disnppi·o,.·nl Sllhmit. o11e ncl•litionnl alllt'Jillllll'llt in :H·t·onlatwn 
with para!!l'nplH~ (2) nHtl (:1). which :tllll'lltlllll'llt shall Hot takl' l'il't•d, 
if eitlH'I' ITcntSI' of Congt•t•ss tlisapJH'OVPS such :tllll'lltlrlll'llt in :wcm·•l
nnct:>. with tlw Jli'Ot·e•thll'l'S spPC'iril'tl in sPdion il:il of IIH· En('J'I!.I' Polit•.Y 
nJHl C'onset'\'at ion .\d. 

"(!'i) Tf any antC'tHlnwnt suhmittc••l hy thl' Presi4knt to tlw Congrrss 
pnt·sttant. to this st1bsertion brromrs effrrtivr, such nmPrulmrnt. mny 
tltrt'l'll ftl'l' he• furthrt· aml'tHll'll bv tlw PrPsidrnt., snhjl'rt to thP. pm
I'Ptltll·t•s a111l n•quit'l'llll'llts of pai·ngmphs (2) a11d (~):of this suh
SPd ion, t•xcl'pt that. no Sitch furthet' aml'ntlnll'llt sit a 11 hn suhmif trd 
l':tl'lil't' than .Tann:u·v 1, 1!17R, nn1l t}li'J'eaftet· no <>arliPr than flO davs 
aft<•r the daft• of any 111'1'\'ious submission madn lltHli'J' this pat·agt'al;h, 
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"(h) In any j wlicial review of an amrndmrnt reqnircrl hy this 
seetion to he submitted to the Congt·ess in accordance with the pro
eeclurrs spN·ifk.d in seet.ion 5!!1 of the Energy Policy and Conscrnt
t.ion Ad, I he reviewing court mtty not hold lll.Jlnwful or set aside any 
SIJ(:h nniPnrllllenl. on the ground that any findmgs made by the Prest
<lent W<\I'C not. :uiPqnatc to meet the requirements of this section or of 
suhpnragraph (A), (E), or (F) of srction 701>(2) of title fi, United 
States CodP. 

"S~-:c. !l. Not. lntrr than tJ1c first. clav of t.hr SPccmd full cnlrnclnr 
month followin!! the clah\ of cnadment~ of this srct.ion. the regulation 
und<'t' srdion 4(n) shall provide for a dollnr-for-clollnr pnssthrongh 
in JWicPs at. all lrn~ls of clist.rihnt.ion hom the producer through t.he 
retail lrvd of clrcrenses in the costs of crncle oil, residual fuel oil, 
:tJI(l I'Pfinc\•l pdmh\lllll pmcluds (inelntling dt>creases in costs which 
result. from a reduction in thr. price of crude oil produced in the 
lTnit.<•il States hecanse of the anwndment to such regulation required 
umlf'J' srr.tion R ( n)) ." .. 

(h) (1) Suhsc·ctions (d), (e) nrHl (g) of sr.ction 4 of thP Emergency 
PPtrolPlllll Allocation Ad. of 1!)7:) am m1w.alrd. and RnhsPdion (f) 
of snc:h sf'd ion ·l is r<·<ksignn ted as suhsPction " (d)" of such scc·tion 4. 

(2) ~~~ct ion 4 (a) of sueh Ad. is nn1cncled by (A) striking out "Sub
ject to snhsed ion (f)" ancl inRerting in lien thereof "Snb.iect to 
suhsf'ction (d)"; mHl (R) striking ont "Exc·rpt. as prm·ided in sub
section (P) slwh" and insPrting in lien tlwreof "Such" .. 

(:~) SPction 4(e) of such Act. is arnrnded in paragmphs (1 ). (4), 
nnd (!i) lliPrPof by stril;ing out "snhst>ctions (b) :ind (d)" wherever 
it npp<·ar·s and hy inse!'fing in lien thPreof in each case "subst'ction 
(b)". 

( 1) Srdion ·10G of Public Lnw !l:\-153 is rrpralcd. 
(i'i) The al!u;nclments made by paragraphs (1), (2), (3), and (4) 

of this suhsPdion. to tlw Emn!!rncv Pl'tro]pum Allocation Ac-t. of 
1!17:1, sha 11 t a l;t~ eth·d on the pfl';·di,.;, elate of the. ame11dment to the 
regulation unclPr Hl'dion 4(a), l'NJUimd hy sel'tion 8(a) of such Act. 

J,lJII'ITATIO:-iS ON PHICTNfl l'OLICY 

S~-:c. 402. (a) Parngmph (2) of srction 4(h) of the Emergency 
Petroleum A lineation Act of 1 fJ7a is amendrcl to rrad as follows: 

"{2) In sprcifying prices (or prescrihinO' the mnnner for dctei·min
ing them), the rPgulation uncler subsection (a)- · 

" (A) sha 11 pt·o,·icle for a dollar-for-dollar passthrotwh of net 
increases in the cost of crude oil, residual fncl oil, an~l refined 
prtrolPum pr·oclucts aJ nllleYrls of clist.rihut.ion fmlll th!l proclncer 
through th!\ rdail ]eye]; 

"(H) (i) shall not prrmit.nnv net. crude oil cost. inrrrnses
"(T) which nm incnrTr;l hv a rdinPr <lnritw the c·:tlenclar 

IJJonth imnwclintely prrcPding thr ril'edi,·r dnt~ of this para
graph. or in nny month thpr·paftrr, and 

"(TT) which ar·e not. passpc} t.hmngh in pric·ps chn1·gl'tl pur
s!l:tnt. to sueh regulation in the~ rnlPndar months following 
l:l11• c·n lt>rulnr month in which such crndr oil rost. incr·pnst>s 
W{'l'!\ fnCIIITCd. 

to he passed throu,gh h:v such refiner in nny month snbsecpwnt to 
the 2 •·nlPrHlnr months following the calPnclar month in which such 
c·r·wlP oil c·ost inc·r·easPs \\'t•rP inc'lll'l'Pd, 1111lPss tlw PrPsidPIIt. tlla];!'s 
tlH•. findings sppj·ifil'cl in dausP (ii )(IT) (an), and snch passthrough 
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is consishmt with tho l'equirr.ments spet~ifi<~<l lll P.!at~se (ii) {IT) 
(ub). · · · 

"(ii) shall not permit the r.asstlu:or1~h in a~1y month of- . 
"(I) uny nl'f, erude 01l cost uwrPasPs llli'tl''l'l'd hy a rduwt· 

not later than the last <lay of the ealendar rHonth whieh be~ins 
two months ]H·ior to the rJfedivtl datP of this p:u·a~rr·aph and 
not. passed t h rou:,rh by t.lu1 <•.nd of t.lw last. l'all•rHl:tr· month 
prior to the ell'cetive date of this ]mmgraph 1111less such 
passthrough is .not in exc<'SS of 10 pm·,·ent of t lw total amount 
of such ini:Teased crude oil costs not passed throu~h as of the 
last day of the last calendar month prior Ul the effpctive date 
of the anwndment promul~alt'!l mHler &~ct. ion R (a) ; ami 

"(TJ) 1111)' net. .<'riH]e oil ('OSt. illl'l'l'aSI'S iJll'liiTI'll hy a re
Jiner nflet· the ell'tlcli ve date of this lmmgraph, whieh net 
t:I'IHlP oil <·ost inl'r;eas<•s wt•r·e not pas""' throu:,rh within the 2 
calendar months following the calendar month in which 
such cn1de oil cost increases were incmTed, unless-

"(aa.) the President finds, and reports to the Con~resB 
with rl'~lu•d to stwh findin:,r, that a passtht·ou:,rh of 
such Cl'llde oil cost inrreascs is IWCI'ssary to aiiP.viate th(l 
impact. on refiners, mn rkPters, or consuiiH'I'S of sign i fir~ant. 
in<'l'l'IISl'S in costs. to pro\'itlt• for t•quitable cost n·<~ovet·y 
consistent. with the attainment., to tlw ntaxiutum P:xtent 
practicable, of the objectives specified in pamgraph {1), 
m· to avoid competitive <lis:ulvartta~e; and 

"(bb) such passt.hron:,rh in any month of such <"l'tHic 
oil cost. incn•asrs is not. in I'XC'I'SS of 10 IU'I'I'I'Ilt. of thl'. 
total arnount of such cr·ntle oil cost inereas<•s as of the 
l'n<l of the l'all•tHlar· mont·h in whic·h thl'. PH'<•din• date of 
this pamg-raph occnrs or any month tJwn•after; 

"((;) shall ]li'O\'idt' for tlw usp of tht• saiiH' dall' i11 tlw eorn
putntion of markup, margin, nnd posted price for all marketers 
m· distl'ihutors of l'l'llllt' oil, rPsidnal f11PI, unci rPiirll'cl pdi'OI<~IIIn 
products at. a II levels of rnariH'tin:,r a 111l 1list ri lmt ion ; :tnd 

"(I>) shall not Jwr·rnit mm·e than a tlin·d pr·oporl ionitl.e <li~tribu
tion (by volnnw) to Nnmber 2 oil~ (Nmnhrr 2 heating oil nnd 
Nnmber 2-D tlicst'l fuel), aviation fnPl of a ker·osl'IH\ or· naphtlm 
type, and JH'O)Mne produced fi'Om crude oil, of nny incrrased costs 
of ct'llth•. nil irwti!Tt'!l by a rrfiner·; ex<·ept. that. the PrP,<.;idl'nt may, 
hy amcndmPnt to the rcgll l:ttion under· suhscd ion (a) or· hy 01'< ler, 
pt~rm it. thwiat inn from such pi'Opot"t ion ate d istrihnt ion of costs, if 
the President fintls that refinery opemtions justify such deviation 
:mel furth<•t· finds that. to permit sudi deviation is consistent with 
t.he attainment of the objectives in paragmph {1) and would not 
r<·~nlt. in iru•quitahle pricPfl for any dnss of IISl't's of Slll'h prodnd. 

As nsl'd in this para:,rraph, the term 'effective date of t.his para:,rmph' 
uwans the effpl'five date spedfiNl in seetion 402{b) of the Energy 
Policy and ConsPrvation Aet.". · 

(h) Tho 1\Jtll'llllnll'nl lllllll<'. hy this S!•dion, to tlw Em<'l'l!l'llc'y Petm
leum Allocation Aet of l!l7:l, shall take effed on the effective 1late ()f 
tho lllll<'lHliiH'nt. to the regulation 1111der sedion 4(a), r<'fl'lil'l'd by 
sed ion 8 (a) of such A('t. 

(c) Th() EnHw~e!ley Pdmlcum A lineation Act of l!l7:l, as arrwnded 
by this Act, is fmthet· amended by adding at the end thereof the 
following new section: 

89 STAT. 947 

Ante, p. 942. 

Infra. 
Effeetive elate. 
15 USC 753 note. 

15 USC 751 not". 



89 STAT. 948 

15 usc 759. 

15 usc 75:1. 

15USC752. 

Effective date. 
l.'i USC 75:1 note. 

15 usc 7!i·1-. 
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"!.I JlriTATIOXS ON l'IUCIXG A liTIIOHITY 

"Sr·x:. 10. Till' Pn·sident. >'hall han~ no aulhorit.y, ui11lPr this Act, m· 
under t.IH' EnPr~y Policy aJHl C:onsr.n·alion Ad, to preSt'rihe minimum 
pr·ices for crude oil (or any classification thereof), residual fuel oil, 
or· any n~liJH:d pPtrolcum pmduet.". 

EX1TfLEJIU:X'l'S 

SEc. 40:1. (a) Section 4 of t.he Emergency Pet rolcnm Allocation 
Act of l!li:~, as :llrwrult•d by this Act, is further allwndetl by adding at 
the end thrrt~of the following-: 

"(c) Any pro\·ision of the regulation under subsection (a) of this 
sectiOn-

" ( 1) "·hirh H~quires the purchase of Pnt.itlements, or the pay
ment of money throngh any other similar cash transfet· arrange
ment, the pr11·pose of which is to reduce disparities in the crude oil 
acquisit.ion cost!; of domestic refiners, and 

"{2) whil'lr is hasPd upon the number of barrels of crude oil 
input, or receipts, or both, of any n•finer, 

shall11ot apply t.o the first !10,000 barrels ~)cr day of. inp1~t, or r~ccipts, 
or L<?th, of an_y refinci· whose total refimng- cnpac1ty (mcludmg tl~c 
rcfinmg- capac1ty of anv person who controls, JS controlled by, or IS 
under common control ,\·ith such refiner) did not cxccerl on .January 1, 
J!)i!i, and dol's not therraHer ~:xceecl 100,000 haJTI'ls per day. The pre
ceding- sentencr. shall not affect any p'rovisions of the reg-nlntion under 
suhsBdion (a) of tlris section with rcspcd to the receipt by any srnnll 
refiner as detinecl in section 3 ( 4) of payments for entitlements or any 
othPr sirni In r cash transfer arrangement.". 

(h) Subsection (a) of this section shall apply with respect to pay
ments 1hu\ on or a fiPr the last day of the mont.h during which the 
date of enactment. of this Act occurs. 

PArrr B-O·ntEI: A)rF.NDl\rENTS TO TilE ALLOCATION AcT 

AUEXll)fEXTS TO TilE cm.n:C'riYF.S OF TIIF. ALLOCATION ACT 

S~-:c. <Hi!. (a) Section 4(h) (1) (A) of the Emergency Petroleum 
Allocation Ad of 1D73 is amended to rend a.s follows:. 

"(A) prol!!dion of public hralth (including- the production of 
pharmaeeJrt il'als), safety and welfare (including maintenance of 
residential hPnting-, sneh as indiYidnal hornPs, apartments nnd 
similar cwc:upil'd clwelling units), and the national defense;". 

(b) Sec·tion 4(1r)(l)(G) of the Emer~ency Petroleum Allocation 
Act of 1 n7:1 is a llll'llc !Pel to rPad as follows: 

"((i) a]]cwatimr of n~sicluaJ fuc) oil and refined pP.troJ!'lllll l)rod
llf'tS in ,;;nch amounts and in such manner as may be neccssarv for 
t.lw maint!·rr:I!H't\ of, rxplorat.ion fm·, ancl production or P:d ra~·t.ion 
() 1'---

"(i) fuels, and 
"(ii) rninerals essPnfi:d to the J'('quil'!'lllf'llls of the Unit.<>d 

Stal.cs, 
and for r<'qnirecl trnnsport.ation related thereto;". 

l'E:\'AJ.TJES UNllElt TilE ALLOCATION. ACT 

Sr-:c. ~;'i2. S,•d ion :. of I hr Enu·r~PlW.V PPI rol!'lllll A llot'al ion .\d; of 
1!17:1 is aJrwnc!Pd: 
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(1) by striking out "sections 205 through 211" in suhseet.ion 
(a) (1) of sueh section and inserting in lieu thereof "sections 205 
through 207 and sections 20[) through 211"; and 

(2) by adding at the end of subsection (a) of ~;ueh section the Penalties. 
followin": 

"(:1) (A) \1'1101'\"l'r· violnt<•s nny pr·ovision of t.lw r·r.gnlation un;lr.r· 
Sl~ction4(n) of tlris ~\d, or any <ii·der tllHkt· this Act shull be sub jed to 
a civil pcnalty-

"(i) with rcsped. to acti,·ities relating to the prorlnct.ion,distri
bution, or refinin~ of crude oil, of not n-rore t.h:w $:!0,000 for each 
vi<ilation; 

"(ii) with rcsprr.t to activitirs rl\lnting to tho 1list.rihution of 
resi<lual fuel oil or any relined petroleum product (other than 
activities entirely at the retail level), of not more than $10,000 for 
each violation; and 

" (iii) with respect to activities-
(I) entirely relating to the distribution of residual fuel oil 

or any refine1l petroleum p!"O<luct at the retail level, or 
(II) activities not referred to in clause (i) or (ii) of sub

clause (I) of this clnllsP, of not. llHll'l' t.h:ur $~,;100 for· each 
violntiou. 

"(B) Whoc\rer willfully violates any provision of such regulation, 
or any such order shall be imprisoned not more than 1 year, or-

" (i) with respect to activities relating to the pt"oduction or rcfin
in~ of enttle 011, shall be fined not more than $40,000 for each 
violation; 

"(ii) with I'PS(ll'd to aeti,·itiPs J•eluting to tlrP ,]istribution of 
residual fuel oil or any refined petroleum product (other than at 
the retail level), shali be fmed not more than $20,000 for each 
violation; 

"(iii) with respect to activities relating to the distribution of 
rcsi1lual fuel oil or nny rcfinecl petroleum product 11t the retail 
level or any other person shall ue lined not more than $10,000 for 
each violation; 

or both. 
"(-l) Any indiYidual f!in'dor, otli•·PJ', ur :11-!P.Ilt. of :t eorpQration 

who knowinl!l.Y :rnd "·illfully autlrorizl's, cn·ders, or performs any of 
t.hc :rd.s or· pr:wti•·1·s collstit11tinl! in whoiP or i11 part a \"iohtion of 
paral!l":l(lh (:1), shall he suhjl'l'!. to jWilalti<·s undPr this snbst>et.ion 
without. I"Pgard to :Ill_\" jll'll:tlt.il's to wJri,·h tlrat. corporation 111ay bn 
suhjPct tiiHh•r· par:tl!raph (:1) exct•pt that no sudt individual director, 
officer, or n"rnt shall bn suhjl'ct. to impt·isonml'nt HJHll'r pnra~mph 
(:3), unless he also has knowl<'rll!e, or· rrnsonnhly slroul1l have known, 
of H?t icr. of norH·om pi ia lll'l'· rl'cPi n•• 1 by t.lw cOJ")l!ll"at ion fJ"Our the 
PrcstdPnt..". 

AXTI'I1tl'S"I' l'RO\"TSlOX IX AJ.J,OC,\TIOX ACT 

fh:c. -Li:l. ~ret ion G(c) of the Enrl'l"gl'IH~)' Pl'tt"Olt>mrr :\ llocnt.ion Ad Defense. 
of )!)7:\ is :tllH'Il<ll'd to read as follows: 15 USC 755. 

"(c) Tlu•rl' shall hr. antilahle as a •ll'fl'nSB to any action ili"Oill!ltt for 
hrPaelr of coni rad in all.\" FedP.ral o1· State cot11t. arisin~ out. of <II' lay 
or fnilum to pi"Ovitl••, sell. or offN· for sale or rxr.hani!P cJ·ude oil, rl'si•1-
unl ftll'l oil, •ll" ally rl'fiJrell pl\trolPtllll prodwt, that sw·h dPlay or 
fnilt11·P. was •·ausPd so)ph· hr compli:tll('(\ with tlu· p1·oyisions of this 
Act ot· with tlrP n·gulati"mr or any ordPI" 111Hk1· this .\ct.". 



A-24 

89 STAT. 950 PUBLIC LAW 94-163~DEC. 22, 1975 

J:VALUATION Ot' JIEGULATJON \J Nlllm 'I' In~ ALLOCA1'JON ACT 

Sr·:c. 4.54. The Emergency Petroleum Allocation Act of 1973, as 
15 USC751 note. amended by this Act, is further amended by adding at the end thereof 

tho following new section : -

Notice. 
15 usc 760. 

15 usc 753. 
Transcript. 

Hepnrt to 
Con!\rf!ss. 

Infra. 

15 USC 7(>0n. 

Ante, p. 942. 

"JU:Jo:\'ALUATION 0~' SEC'!' lOS 4 (a l HJ·:m:LATJON 

"St:c. 11. (a) Not Inter than 60 days after t.}Hl date of enactment of 
this section, the Pn::-;iut:nt i>hall gi ,.e appropJ'iatP. notice and afford 
interested persons an opportunity to preS<mt written and oral data, 
views, and nr·~unwnts respect.ing the apprnJll'int!'III'~S of, or I he con
tinuing need for, t.he application of any pmvision of t.he regulnti_on 
1 >romul~att•d under se<~.t ion 4 ( n) as sneh provision relates tot he at.tam
lllf'llt. of the objtwtin·s spPcifictl in section 4(b) (1) of srdion· 4. A 
t.T'allsr.ri pt shall lw krpt of nny such oml presrntat.ions of data, views, 
and an.rume11t.. - . 

"(b).· The President shall, after consideratioi1 of such written and 
oral presentations and such other information as mnv be :n·nilahlc to 
him- .. 

" ( 1) analy;-;c such presPntations and rep01t thereon to the Con
gress within 1~0 days after the date of enad.Hwnt. of this st•ction; 
and 

"(::!)shall prornulgate, pursnaut to the limitat.ions and authority 
under section 12, such amendment, OJ' amendments, to the regula
tion pi·omul~akd UTH]I\r sed ion 4 (a) as he determines nrc neces
sary OJ' appropriatc-

"(A) to nrodify any prO\·isions of such n•gulat.ion in a man
llt'J' whii·h is consistPnt with the attainment., to the maximum 
extent. phtcticablc, of objectives specified in s(~ction ·1 (b) (1); 
or 
. "(B) to eliminate any provisions of snc.h regulatio~1 no 
longt•r JW<'l'Ssar·y to provide for t.he nttamment of such 
objecti H\S.". 

CO:"iVJo:HSIO.S TO STAl'oOI>IIY A\J'i'JIOI!lTIJo:S 

fiJ.:c. 4!iii. The Emer·gency ·Petroleum A lineation Act of 1!>73, as 
:unentled by this Ad, is further amended by adding at the end thereof 
the following new section: 

"COSVEHSION l\JECJIA N!SM TO STANDI\Y A lrfJIOUI'l'H:S 

"SEc. 12. (a) The l'rP.sidtmt may not :uncntl the regulation under 
sPction4 (a) in any nwmwr which--

"(1) exempts unde oil produced in the United States from any 
provision of snch regulation required to be made a part of such 
n~glllat io11 by st•etion S; 01' 

"(2) J'PSIIIts in making such I'P.gulation, as so amended, incon
s!~tt·nt. wit.h any li111ilalion or other rPquirmnent. spceified in sec
t,J(m 8. 

" (b) Except as provided in subsection (a), the President may 
amend the regulation under section 4(a) if he determines that such 
amendment. is consistent .with the attainment, to the maximum extent 
practic~hle, of the object.i,·es specified in section 4(b){l) and that the 
reg-trlntJon, 1~s anw!Hll'd, [H·ov!cl<'s. for the ntt.ainnumt., to the maximum 
extent. praciiC'abl!\, of such obJectives. 
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" (c) ( 1) Any such amendment which, with respect to a class of 
persons or class of transactions (including transactions with respect to 
any market level), exempts crud!\ oil, resiclual fiH•.] oil, or any refined 
pet.mlentll p1·odtu·t m· n•hned prOtluct enl1\gory from Uti' provisions of 
the regulation under section 4 (a) as such provisions pertain to either 
(A) the nllocat.ion of amounts of any Sll<'h oil or rn·odud, or (B) the 
specification of price or the manner for determining- the )H"ic~e of any 
such oil or· prorluct, or both of the matters !]N:;cl·ih!•d in suhpamgraphs 
(A) ancl (B), may take effect only pm·stmnt to tlu• pro1·isions of this 
suhsPdion. 

"(2) The President shall submit. any ammHlment. refencd to in pnra
~mph ( 1) to tlw Cong-1·css in acconlanee with the procetlnrcs specified 
lll section 551 of the Energy Policy aJHl Conscl'l'ation Art. Any such 
nnwndmcnt shall he nceompaniP!l by a SJWcilic ~t.ah•JnPnf of tltn Presi
dent's rational!\ for sueh anwndment. nn1l the m:tt.f!'l' described in 
subsection (1l) of this section. Sueh an anumdulCnt.-

" (A) may apply only to one oil or one refined pmduct. category; 
"(B) may apply to the matters SJ>l'<'ifiell in either subparagraph 

(A) or (B) of paragraph {1) of this subsection, Ol' both; and 
" (C) may provide for scheduled o1· phasP<l implementation. 

"(3) As used in this section the i:t\l'lll 'rcfinP<l product. category' 
means-

"(A) motor gasoline; 
"(B) Ntuubcr 2 oils (Nunth!~l' 2 heating oil and Ku11tbct 2·-D 

diesc l fuel) ; 
"(C) propane; or 
"(D) all o1· any portion of otlw1· refiiH~d pPtrolmtnt pmdnets as a 

class (indnding nahtral ~as liquids and uaf ura I ~as liquid prod
ucts, ot.lt!'.l' than pmpane). 

"(-1) Hud1 au aniPndtiiPIIf shall not take 1-.II'Pd if !'itln~r Jlousc of 
Congress <lisappi'Ovcs such auwndJJH'nt in lH'!'orda.Jwl' with tlw proee
durm.:; speeilied in spd ion !i;d of the Energy Poliey nn1l Conservation 
Act. 

"(<l) (1) The Pn•sidPnt. shall support. any atiii'Hduwut d1~snihe<l in 
subscd ion (b) which is tr:utsllt itted to tlw Con~rPss ttllder snhsPct.ion 
(c) of this SP1·tio11 with n finding- that such ant<'ndutent is consistl'nt 
with tin•. attainnJP.nt of t.IH• ohj!•d.in•.:; !'pt•cifiPd in suhs~···tiou 'l(h) (1) 
nn1l in t In• cas1• of-- · 

"(A) any CX!,ttlpt.ion 1kscrihl'd in snhsPdion (<·) (1) (A), with 
a lindin~ that. such oil or· refinPd pmdud l'atP~ory is uo longer in 
short supply and that t\X!'.lllptin!.!' sui·h oil or rPiinPd pt·!ulnd: t':tf(•.
~~li'.Y will not han• an n1ln~nm intp:lt't. on tlu•. supply of any othe1· 
oJI o1· n•liJH•d pet.roleuut pmdud. sul1jcd to this Ad; and 

"(B) any eXl'lllption described in subsection (c) (1} (B), with 
a find in~ that competition and market fm·ces arc adequate to pro
tect consumers and that exeutpting such oil or refined product 
category will not r·cstJit. in inequitable pricPs for any class of users 
of sul'h oil or pmduct. 

"(2) Any nmcudmcnt which t.he PrPsident. submits to the Congress 
under subsection (c) of this S<'dion sha II he :t(~eompanil~cl-'-

" (A) by a sfaft~tliPitf. of tlw Pn•sident's viPws as to the potential 
economic impacts (if any) of such a111endment which, where pmc
ticablc, sha 11 in<·ludc his views as to-:-

" ( i) the State aml rc~ional impacts of such amcndmen't 
(inclwling effects on govcmmentalunits); 

"(ii) the efl'pds of such .:IIII<'!Hlmcnt. on the avnilahilit.y of 
consunwr ~oods ancl services; f he gross national product; 
conqwf if ion; Slll:tll business; :uul the supply and availabilit:y 

89 STAT. 951 

15 usc 753. 

Amendment, 
submittal to 
Congress. 

Post, p. 965. 

"Refined. product 
category." 

Statement. 
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of en<•r:ry resources for use as fuel or as feedstock for indus
try; and 

"(iii) the efl'ects on employment and consumer prices; and 
"(B) in the ease of an exemption drscrihcd in subsection 

(e) (1) (B) of t.his .sf'.d.ion, by an analysis of the efTc~·ts of snch 
:tllll'tHinwnt. on the rate of llllPill]>loytnent for t.he lTmtetl States, 
th<l Consunwr Priee: Index for the lJnit.ed Stn.tcs, and the implicit 
]ll'i(·<· ([pflator for t.he gross national product.. 

Review. "(e) In a11y jndicial rPview of an anwndnwnt n•qnirP<l by this 
SPdion to lm sulotnittP<l to Congrrss inlw<·on!atH'I' with the pt·oe<><hll't>S 

Post. p. %5. specified in sedion !'iiil of tlw EnPI'I!.V Poli<'y and C'onsPt'\'atimt .\('t. 
tlw J'l'.\'il'will" ('OIIJ't. Ilia\' not hold nnl:twful m· spt :t"idP :Ill\' Sll<'h 
anH•ndnwnt <~I t lw ;.rrouiHI that :trl.)' findings ln:tdl' l•y t IH• l't~;··EidPni. 
,,.,.,·~~not. ad<·qnaiP lo llll'l't thl' J'<'IJIIin•nH·nts of suh>:edion (c), (d), 
or· (g) of this S<'<·tion or snbparngraph (A), (E), ot· (F). of SPdion 
7fH\(:!) of 1it1P f•, lTnit<•d ~fates Cod£>. 

"(f) 'Vith respt~d to any oil or r·pfinNl produd r·atP;.!·or·y whid1 is 
PXl'lllpll·d pnrsna11t. to tlu< pr·o,·isiolls of this i'<·<·t io11, t ht> l'n•sidt>ut 
:-hall han· authority at a11y titne th<•rpafter to pn•scrilll' a r<'gulation 
Ol' is,nll•. all onl<•r I'!'Slll'l'ling Pitlu•r tlw allo<'alion of :tlllllll!lts. ot· tlll' 
sperifif'ation of pri<'l' or· thl' rnantwr· for dPt!'nnining IIH· pri<·P. of 
ally srwh oil ot' n·firu•<l produd t·al<•gory upon a <lPIPrtnination by 
him that su<'h n'g11latio11 or ordPr is II<'<'PSSlll'\' to attnin. and is cnn-

ISUSC7S.'l. sistPIIt with, tlw ol,j .. din·s sp<·•·ifi<•d in sPdiori ·l(b)(l). ,\ny sud1 oil 
ot· rditH•d produd t·all•gory for which nllo<'ation or pril'<' l'<'ftllir<:>IIWIIIS 
an•. l'!'itnposp<] undt•r authority of this snbs<•<·tion may suhs<'<]IIPilt.ly 
be I'X<•nlpted "·it hout. n•gard 1<1 the pt·ovisions of suhsPdion (c) of 
this SPd io11. 

Ante, p. 948. ''(g) Xotwithstanding tlw prm·isions of snhs<•ctinn (e) of SPdion -l. 

15 USC 751 rwle. 

15 IJSC 760h. 

thP l'n·~id<·nt tnay. if lu• dt'IPrrninPs that tht',I'Xl'tllption fr·o111 paynll'nts 
fm· <'t•rtilin ~rna II rl'fillt'I'S l'P<jllin•d by SIH'h snbsPction-

" (I) n·,.:ults i11 unfair Pconomic or <·ompetiti\·c advantage with 
I'<'S]Wd. to ot.lwr small refiners; or . . 

'' (2) ot lwnvise has the effect of ser·iously impairing the Presi
dPnt's ability to pr·ovidP in the regulation lliHkr :;edion 4-(a) for· 
the atJainllH'nt. of the llbjPet.ivc specified in s<~•·tion 't(b) (I) (D) 
and for thP attairmrl•nt of those other objectives specified in section 
4(h) (1); 

submit, in aecord:IJJ(·e wit.h the procedures specified in section 551 of 
the Etwr;.ry I'oli•:y and CollS<'ITat ion ;\d., an :tllll'lldllll'llt to nrodi fy th<' 
r<'.glllation mul<'r St;d ion 4 ( :t) with respect to the provisions of such 
n~gulation as tlwy rPlat.c to snch <~xetnptron. Sueh :uncndrnent. shall not 
t:tke effect if disapproved by either Honse of Congress nmkr the pro
•·e<llln•s speeifiPd ill sueh "ection 551.". 

TECH:"'ICAT, l'VRCIIASE AUTHORITY 

-Sr·:c :. ·Liti. Tilt' Ellll'l';.!l'lll'.\' Pd.roleuur A lloc,at.ion Ad. of 1!17:1, as 
aruendc>d hy this Ad, is fur-t.lwr nmendcd by adding at the c.ncl thereof 
the followi11g ll<'W S<'<'l.ion: · · 

"n;cH:.IC.\L l't'RCHAS~; AUTHORITY 

"SE<\ 1:1. (a) Tlw Pn•si<lt•lfl tnay. by lllll<'lHlnl<'llf. to tlu• n•gulntion 
undl•r S<\dion ·I (a) of this Ad, provide. for nn<l implement a proecduro 
Jlii~'Slrallt to whi('h tlw UnitPd States lllll.Y <'XPreis<' tlw.1;xehr:siv1~ riFht 
to rmport. nnd p11rehuse all or any pnrt of the crude. od, resHJual tuel 
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oi I, nncl I'Pii nc•d pdroh111111 p1·od nd.s of fon·.i~n origi 11 for n~snle in lim 
United States. · 

"(b) The authot·ities grnnt.ed uncl<'r this sPct.ion sha II not hP mwd 
for the purpose, Ol' with t.lu~ eii'Pet, of pm\'iclinl! a ~nbsicly 01· p•·pfc·•·
enco to nny IIIIJIOI'tet·, pun~hasc~r, or usc• I', 

"(c) In cxel'(~isin~ any authorit.iPs l!rnntc-cl unclPr f I cis sPdion, the 
Pl't•siciPnt. sh:tll Plldt•a,·or to bu,y unci :-PII without profit or lo~s, PXec·pt. 
that the President. may, in indtvidual cns<'s, HPII, on n competitive lnd 
basis, crude oil, resiclual fnd oil, or any rPtined pdroleum proclud 
nt n. price abo\'c 01' below tlw ('m;t of sn«'h oil 01· Jll'oclud if, in the\ 
judgment of the President, sueh sa!Ps may I'I'SIIIt in progt·<'ss townt·d 
n. lower priec fm· oil sold in int\~l·nat.ionitl eomlllPrc·e. · 

" (d) Any nmPnchuc·nt to the n·~ulat ion proposPtl to he i mph'IIH'ntPcl 
under this section shall he submitted to Coul!r<'SS for rP\'WW unclt•l' 
section 551 of the Energy Policy and Conseh"ation .\cot, together with 
a detailed explanation of the proecclut·c· to be cmplo,yc•cl and the neecl 
therdot· and shall he supported hy findin~s b.v the PJ·p~idPnt that. the 
excl'<:ise of snd1 authority is lilwly to 1·ecluee JH'ic<'S f()J· imporh~cl oils 
ami pl'Ocllll'ts. Such auwnclnwnt. shall not. take t•fl'eet if dtsappmvecl 
by either House of the Congress in accordance with the pro<'('(lut'PS 
specified in section 551 of such Act. nml any authority to pnrc:hnse 
shall ho subject. to appro\n'intions Acts. 

"(d The J>rPsidPnt. s mil submit, within !10 days aftc~r tlw date nf 
c•nal'llll('nt of this Sl'l'tiou, a n•port whic·h 1'\'aluah•s thP 1\•asihility of 
n•ch•··iul! till' prin• of c·rudl' oil, l't•siclual fuPI oil, or rl'finPcl pt•lrolt•utn 
procltwts of for·l'il!ll oril!in for rPsalt• in thP l!nitPcl :-;rntc·s by Jll·m·iding 
1111'1'111 in•s for donlt'sf ic produci'I'S who also import such oils or proclul'ls 
into the~ Unitc~cl :-;tatPs, to wot·k fell' the l'l'dudion of thP pric·t• of such 
oi Is or prod ud s. Tlw t'PJ>Ort. shall S))('ei fiea lly discuss w lwt lwr inerPas
ing ai!I!I'C'I!all• old C'l'tJih• oil prict•s hy an amount t't•latt>cl to nny dt•c•J·c~as!• 
in aggt·pgafp prict•s for !'itll'h importt•d oils lllld produc·ts would :-it'l'\'1' as 
an inc·c·nti\'1' f'oJ• donll'slic· pi'Ocluc·Prs to. I'PchwP thP pric•C' of stwh 
imporfPtl oils and procluds.". 

Amendinent, 
submittal to 
Congress. 
Post, p. 965. 

Price reduction, 
feasibility report. 

St:c. 4;ii. Tlw Elcll'I'I!I~JH'}' l\•t roll' IIlli Allocation .\1'1 of l!li:l, as 15 USC 751 note. 
ametHIPd hy this Ad. is furtlwr allll'lllil•cl hy addiul! at thl' Pnd thPrt>of 
t hP following IH'W s1•c·t ion: · 

"IIII:EI"l' 1'0:'\'I'ICOI$ Cl:'\ HEFI:'\t:HY CII'I'JL\TICI;o\S. 

"St:c. H·. Tlw l'n•sident may, by atnenclnwnt to tlu: rc'l!ltlation unclt•r 15 USC 760c. 
i'Wetion 4(a) of this Act or by OJ'l)er, ns may he consistent with the 15 USC 753. 
nttainm<"nt., to tlw maximum <'XIPnt. pt·al'ticablc•, of tlw ohjl'ctivPs sppc·-
ifi<"cl in Sl'dion 4(h) ( 1) of this Act, n•quin~ acljusfiiH'IIfs in till' oppr- Ante, P· 9ljg, 
ntions of nny t'Pfinl't'Y in till' lTnitc•cl :-;tatPs \\'ith n•spe,'l to thP 
proporti(cns of rpsidual fuel oil or any l'l'fiuecl pdmlt•urn product 
JH'oclucecl thi'OIII!h such operations if lw ckt<•J'IIlilll'S stwh adjustments 
:\re necessary to assnt·e the pt·odurtion of r<'sidual fn<'l oil or any retirwd 
)WtJ"Oleum JH'Ochll't in stll'h proportions as Ill'(~ ll<'!'!'SSary o•·npproprintt• 
to prO\·idc\ fm· tlw allainnwnt, to th<' maximum tiXtPnt prad.irahiP, the 
ohjPdin•s Slll'•·ifiPd in sl'dion ·l(h) (I).". 

IN\'t:NTOJtY l'ONTIWJ,I'l 

fit:c. ·l!1S. Tlw EIIH'l'I!I'IH'\' 1 't•t.J'OII'UIIl A lloc·a I ion .\ d 0 r 1!!7:1. as 
nmPtHl<~d hy this Aet. is fudh<'l' tllll<'ndc•cl by :t~lclinl! at the t'tHI tlwrl'of 
the followinl! new section: 



89 STAT. 954 

15 IJSC 7S:l. 

Ante, p. B74. 

IS USC 7':> 1 nole. 

15 usc 7oO~:. 

Supra. 
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"lNVENTOHY ('.ONTHOLS 

''St·:c. 1.1. (a) ln add it ion t.o other authority provided for in this Ad 
to alleviate slwrt agPs of crude oi I, residual fuel oil, and refined 
petrolm~m pro~lucts, the ~resident may, if he finds an existing or 
1mpendmg i·egwnal or natwnal supply shortage of any fuel, by amcnd
nwnt to the rq.~·ulation tiiHh·r Sl~dion ·I (a) of this .\.d. or hy order, 
consistent with Lhl\ attaillllll'llt, to the JIWXilllllllll'X1l'llt.pradi,·al>ll·, of 
the ohjl·dil'l'S s[H·cilit:d in sPd.ion -l(b) (I), n·quire adjuslltH'IIts in the 
amounts of crude oil, residual fuel oil or a11y l'Piined pl'lroll'lllll prod
uct which are )w)cl in inventory U,Y perSOIIS who are l'llgaged ill the 
business of importing, producing, relining, marketing, or distributing 
sueh oils or produds. 

"(IJ) The authority spl'<:ifietl in subscetion (a) mny l.H~ l'Xl'l'Cisccl to 
require cither-

''(1) a distribution fro111 such invPntori!•s to 'q)('cifi!•d pPrsons or 
l'lassPs of Jll'rsolls at sp!•cith~~l ratt•s of distrilmtion or to spPcitied 
levels of inn•11tory :tl'CUJIIIIlaJion; Ol' 

"(2) the. aecnlltnlation of inventories at specified rates of 
aecumnla.tion or to ~pecified le1·els, 

as tlw Pn•si<lenL ,]pferlllinPs may ]>(, 1wcessary or atipropi'iate to pro
vide for t.he a.ttainnwnt., t.o the maximum extent practwahle, of the 
ohjPct.in~s of section 4(b) (I) or as t.he Presidc~nt. detm·mincs may he 
lll'l:m;sary or :lf'Jli'Of'l'ial<•. to 1':11'1'_1' out t.he oltligations of t.he lJ11it.cd 
St.afcs und1>t' tlw intt•rnational energy progra111, as d<'finc,] in section 3 
of the Energy Poli,~,v a1Hl Consc!'l'at.inn Aet. 

"(e) The authority ;.;pceifiPil in suh,.;ection (a) nwy l'l'l[llirc the 
mRintcn:ttH'I'. of inl·pntori!•s at.lcvPls greater ot·lcss!'r than such person's 
nonnal hnsiHPSS or operating requirPIIH'Ilfs; cxecpt. that. Slll'h amounts 
shall not. PXl'('l'cl t-l1c anlnltllt. of oil o1· J'I'Odud., ns t 111' r•asp Ill :I,)' ht,, sw'h 
JH~r,.;on would II~P. or dist ribntc during any !10-day pPriod of peak us:tgc 
and in no r·a;:;c ma,v the l'!'CJIIii'C\IliPIIt. to ae<·umula.te iHI'PIIIoriPS he 
appli!'1l to any JH'rson in a tn:tnncr whieh would nceP.ssitatc such per
son making physii'a] additions to storage fncilities in <mlP1· to comply 
with any such ru]p or or<l<'r.". 

JIOAitllll'll I'IWII liiiTIO:\'S 

S1·:c. 1.'i!l. 'J')Jp, Enwrgl'li;'.Y l'l'!.roklllll Allrwation Act of 1H7:J, as 
nmcncle1l hy this ,\.d. is further amended by acl<ling at: the en<l thereof 
t.he following new scdion: 

"JJO.\!tlllX<l l'WlliHIITIOXS 

"S~-:c. Hi. Exc.1~pt. as may he nthenvisc provi1lml wit.h r!•speet to 
persons engaged in the business of producing, refining, distributing, or 
marketing crude oil, residual fuel oil, or any refined petroleum product 
pursuant to section H> or pursuant to requirements under srction 156 of 
the Energy Policy and C'onset·vation Act. (relating t.o the Industrial 
~t.rntcgir: Petrnl<'mn HPsPt'V<'.), the y·pgulnt.ion undPr sN:t ion ·1 (a) sha U 
prohibit. liii,V JH't·son. d11ring a Sl~l'l'l'l' l'twrgy supply illll'ITIIJ>I io11 ( ns 
ddine<l in sedio11 :\of til('. E1wrgy Policy and Conservation Ad.) fro111 
willfully nc<·umulnting cnule oil, residual fuel oil, ot· any i·eliJl!'d 
petroleum pr·oduct. in inve.ntories, or otherwise, in amounts which are 
in excess of sueh person's rensoiwhle needs (as such term shall be 
defined in such regulation).". 
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s~:c. 460. The Emcrgl'IH')' Pt·t I'O]PIIIl\ A llol'ation .\ct. of 1!!7:1, as 15 usc 751 note. 
anwtHIPtl h.v this ..\1'1, is furtlwr auH·IIdPd hy addi11g at. tlw t•nd tiH•n••.t' 
t Ju, following liP.\\' Sl'd ion: 

"MWIIAI.1' ,\J.I,tiCATIIIN A\iTJIOitiT\' 

"SEc. 17. (a) The President may amend the regulation under sec
tion 4( a) of this Act to require, in a manner which he finds is consistent 
with the attainment, to the maximum exttmt practieaule, of the oujec
tives specified in section 4(b) (1) of this Ar.t, the allocation of asphalt 
in amounts spt•c.ilit·d in (or detet1nitll'd in the mauner pm:.;cribed by), 
or :tt prices specified in (or dd<·•·mitwd in a llJ:UllHH' prescribed by) 
such am•~ndmt•.nt. tot he t·egulation, or both. 

"(b) If t.he Presidt•nt exercises the authority nndt•r this section, he 
m:ty there a ftt•r anw.ml the regulnt ion under sed ion 4 ( n) to ext'mpt 
asphalt. from such l'll,!!Ulntion without rcganl to the provisions of sec
tion 12 of this Ad.". 

t:XI'li!ATIO:\ tW .\l.'TliOIUTit:S 

S..:t·. ·IIi I. Tlw Enlet'gPill'.)' Pet mll'lllll ,\ llocation Ad of 1!)7:1 is 
amended by adding to the t•nd of Hllt'h Ad, as atllt'JH.Ied hy this A<'t., 
tiH' following Ill'\\' Sl'd ion: 

"t:Xl'IIL\TIOJ'\ ot' AFJ'IIoltiTit:S 

"SEt', IS. Xotwith,.;tanding- any othl'r pro\•ision of this Aet, at mid
night on the cone! us ion of the 40th month i 11 which the amendnwnt 
undt•l' Sl'e.l ion 8(n) is in effect, the Pre!"iclent 's authorit.yto proruulgat.e, 
m;tke ell'el'liw, awl anJetul a •·egulation pur,.;uant to spctwn 4(a) of 
this At·f shall hPeonH~ discn!tionary rathl'r than matHlatory, and t!H~ 
li'mitations on tlw Pn•sidt>nt':.; a11thority t·ontaint•d in St•c·tions -l(h) (:!), 
1-i, and !loft his At·t ,.;ball tl•t·tuin:ill'. Tht• a11t lu>rity to proJnHlgatl' and 
anu•nd any n·gulat io11 ot· to is:-:u•· any onh·•· undt•r this Ad shall expire 
at. midnight. :--eptt>tnl)('t' :~o. 1!lRI. but. s•wh Pxpiration shall not affect 
any action o1· pending proeeedin:.,.rs, adtnini:.;tratiYP, l'ivil,.or tTiminal, 
not. finally dl'tPnninPd on Sll<'h datP. nor anv :ulministrati\'1', ci,·il. m· 
<Tilllinal ·ad ion or pt·<wl'Pcling, wht•th<•r or ·11ot. pPndillg, hasPd upon 
any ad t•onunittl'd or liability iru·urTPd prior to :.;w·h Pxpiration date.". 

ICEI.\IIII'HSE~H:~'I' Til ST.\'I't:S 

St:l'. ·Hi:!. Thl~ En~t•rg-<'ncy PPI mlPurn A J),)C"at ion Act. of 197:1. as 
:tllll'tHlPd hy this .\d. is furth<'r anH·ruh·d hy adding at the eml !Jit'reof 
tlw following- new SPction: 

"HE I !\1 lll'lt:-it:!\fE:O.T TO STATES 

"St:~. 1 ~- (a) Thr. Prrsidcnt. i:.; nuthOJ'ized to rPimlmrsr. nny St.at.- fm· 
t•xpt•nsPs lll<'IIITt•d hy s1wh Statt• in ··arrying- out any rPs]Hlnsil•ilitins 
delegated t.o such Stat!' by thr. President nnd<'t' th.- pt·qvisions of this 
"\d. 

~'(h) Su .. h rPitnhurst·nwnts 111ay h<• paid fro111 any funds appro
pnatPcl for tlu• pnrpo~t' of catT~·inl! out rPspon!"ihilitiPs undPt' this .\d. 
unlP:<s any appmpriation Act ><]WI'ific·all.\' JH·m·idt•,.; to thP contrary. 

''(c) Xot. latpr than .Tunc I, Hlitl, thl' PrPsidPnt ~hall sulllnit a report 
to tlw Cong-rP,..s analyzing nntltletailin;.! tlw amount nntlnntur<' of any 

15 usc 760f. 
15 usc 753. 

Ante. p. 948. 

Antt•, p. 9f>O. 

I;, IJSC 760,:;. 

Antr. p. 942. 

Alllt', pp. 946. 
')42, 1),1.(). 

15 usc 760h. 

Report In 
Congress. 
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reimhurs~nu~nts Jllll<le to any Stnte for expenses described in suhsection 
(a) incurred prior to sn<:h dnte nn<l specifienlly recomnwnding- whether 
anthoi·izat ions of additional fnnlls for direct grants to States arc neces
sary or appropriate fot· the continnc<l operation of the rcirnbmscmcnt 
pt·ovisions authorized by t.his section.". 

S.Ec. ·Hi!l. Exr·ept. ns otherwise provi<lc<l, the :lllH'JHlmPnts mntlr by 
this Ad to the Enwrl!l'lll".Y Petl·nlt•Hm Xlloc·at ion Act of l!li:{ shall 
take <'ll"<~et: as of lllidnil!lti, I h•<'l'llllll'l" Li, l!Jj;,, 

TITLE \' -(iE\1-:1:.\L 1'110\'I~IOX~ 

\"t-:1:1 !'I C.\'!' I< •:'\ I': X.\ ~I I:'\ .\'1'10:'\ 

S~-:c. !iOI. (a) Tl1<~ ('olnplrolll•t· (il'IH•ral may <'OIHhwt. n•rili•·ation 
examinations 11·ith l'l'!"}H't'l to tiH• hooks, rt·<·onb. papPr~, 01· other <loctt
nwnts of--

(1} any person who is recJnircd to submit. energy informat.ion 
to tlw FP<lPml EnPi',!.!',l' .\dntinistration, tiH• llPJ':tl'1ntPJII of the 
lntt~rior. or· 1 h<• Ft·dPral l'o11·t·r ( 'on11ni:<sion pnrsnant. tn any 
rult•, n•gulation. ordt·r, or otlll'r l<"gal pro•·t·:<s of sw·h Atlntini,.;
trat ion, I lppar1111<'111' '>I' ( 'nntlni,.;,.;jon: 

(~) any )'l'I'>'OII wl1o i,; l'lll!:tg·•·d i11 t hl' produd ion. prot·t·,.;:<inl!, 
r!\lillilll!, transportation I,,,. pip<"lin<', or di~t riln1tion (at otlH•r 
than thP rl'tail le\'(•1) of t'lll'l'g",V resoun·r~---

(A) if such person has furnished, directly or imlirectly, 
energy informntion (without regard to whether such infor·
mation was fumishcd pursuant to legal requirements) to nny 
Federal agency (otlwr than the Intm'nal Hm·cnnc Sel'\'iee>, 
and 

(B) if the Comptmller General of the United States 
determines thnt such information has been or is being used or 
taken into consirleration, in whole or in part, by a Federal 
agency in carrying out responsibilities committed t.o such 
agcney; or 

(i3) any vert.ieally integrated petroleum company with respect 
to financial in formntion of sueh company rclnted t.o energy 
resource exploration, development, and procluction and the trans
portation, refining and rnark(•ting of energy l'l'SOIII'<'t•s :nul energy 
products. 

(b) The Comptroller General shall conduct verification cxaminn.
t ions of any person or company describerl in subsection (a), if 
reqHestccl to do so by any cluly est.ablishctl comlnit.tcc of the Congress 
having lPI!islative or oversight responsibilities under the rules of the 
1 louse of H.epn·sentat.i n~s or of .t.l~e Senate, with respect to energy 
matters or any of the laws admunstered by the Department of the 
Interior (or the Secretary thereof), the Federal Power Commission, 
or tlrl• FedPml EnPrgy Adutini!'tration (or tltP .\dntinistl'ator). 

(c) For the put·poses of this title-
(1) The term "yerifl<·ation Px:nuinat ion'' ntl'ans au cxnmination 

of such bool;s, n•t·onls. papl'rs. or ot.lll'r tlocullll'llts of a pPrson 
or company as the Comptrollu <lPnl'ral detPrmincs nccl'Ss:try and 
approprinte to assP~s the aeeuracy, reliability, and ad~qnncy of 



0 d j "'I 
' .:~ ,;t!. l) .,.) ') n 

" :2 

B-1 

APPENDIX B 

REPORTING REQUIREMENTS 

AND THE DCOE PROGRAM 



{. .· ., 
J u 

B-3 

[V 13,6491 . 
• Z~1.66 . Reporting requirementS_; . _ , . 

, I . ... . . . . - .. ·: . j ···-~: l .. . .~ .. 
:: , .... :.' •i·~· ':·; ; .' ;· . :-~-·· 'J1f:t3.~49-.os] -.-: ·-· ·; · .;,·, ;. · -:\: )_, 

- (a) All m~tters. pertaining to 'the ~ll~cation- of crude oil and the 
refinery yield control 'program. .shall be addressed to the FEA in 
accordance with§ 205.12, unless otherwise provided. 

" .. . . '. .. ' .. 

\ . 
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(1J 13,649.40] 

(h) Monthly report. On or prior to the fifth day of each month, 
commencing with the month of August 1978, each refiner shall file 
with the ERA a report certifying the following information as to the 
second month prior to the month in which the report is filed: 

(1) The estimated volume (to the best of the knowledge of the 
certifying officer) of old oil included in the crude oil receipts of that 
refiner. 

(2) The estimated volume (to the best of the knowledge of the 
certifying officer) of upper tier crude oil included in the crude oil 
receipts of that refiner. 

(3) Any pennitted or required adjustments to the estimated 
volumes of old and upper tier crude oil included· in the crude oil 
receipts of that refiner. 

. (4) The volume of crude oil runs to stills of that refiner, taking 
into account, and specifying the amount of, the adjustments provided 
for in§ 211.67(d); 

(S) The weighted average costs for that refiner (including trans
portation costs to the refinery) of old oil, upper tier crude oil, ANS 
crude oil, stripper well crude oil (as defined in Part 212 of this 
chapter), incremental tertiary crude oil (as determined pursuant to 
§ 212.78), other domestic crude oils the first sale of which is exempt 
from the provisions of Part 212 of this chapter, ·and imported crude 
oil included in that refiner's crude oil receipts. For refiners required 
to. file transfer pricing report forms under § 212.84 of_ this chapter, the · 
weighted average cost of imported crude oil reported under this sub~ 
paragraph should be derived from the land_ed costs set for~h in such 
reports. . , ·.;::". · 

(6) The estimated volume (to the best of the knowledge of the 
certifying officer) of California lower tier crude oil included in the 
crude oil receipts of that refiner, and the weighted average gravity 
(calculated as a single figure for the entire month) of such California 
lower tier cr~de oil included in such crude oil receipts. 

(7) The estimated volume (to the best of the knowledge of the 
certifying officer) of California upper tier crude oil included in the 
crude oil receipts of that refiner, and the weighted average gravity 

t13,649 §211.66 Federal Energy Guidelines 
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(calculated as a single figure for the entire month) of such California 
upper tier crude oil included in such crude oil receipts. • ! 

(8) Such other information as the ERA may request. 

[ff 13,649.45] 
(i) Jlfouthly transaction rrport. On or prior to the tenth day of (·ach · 

month, commencing with the month of Fcl)ruary, 1975, each refiner and : 
eligible firm that was required to purchase or sell entitlements for the ! 
third month prior to the month in which the report is filed shall file • 
with the FEA a report certifying its purchases or sales of entitlements 
for that prior month. , ~ 

i 

(ff 13,649.50) 

(j) Monthly report by eligible finns. On or prior to the fifth tlo~y of : 
each month, commencing with the month of April 1976, each eligible [ 
firm that has imported an eligible product in the second month preccd- : 
ing that month shall file with the ERA a report certifying the following: i 

(1) The identity, volumes and ports of origin and entry of' any ' 
eligible products imported by the eligible firm in that preceding m9nth. 

(2) That the eligible product was imported for sale or use if1 the 
East Coast market. . . i 

(3) Such other information as the ERA may request. 

[ff 13,649.55] 

(k) Special report for Strategic Petroleum Rcscrl/c ddiz•eries. On or 
prior to the fifth day of each month immediately following a m(lnth 
in which the United States Government has accepted a refiner's or 
other firm's delivery of crude oii for storage in the Strategic Petroleum 
Reserve mandated by Title I, Part B, of the Energy Policy and Con
servation Act (P. L. 94-163), that refiner or other firm shall file with 
the FEA a report that sets forth the following information: I 

(1) The volume of imported crude oil so accepted for delivery in 
the immediately preceding month .by the United States Government. 

(2) The volume of domestic crude oil so accepted for delivery in 
the immediately preceding month by the United States Government, 
specifying the respt:ctivc portions of that volume that are old oil, upper 
tier crude oil, stripper well crude oil (as defined in Part 212 of this 
chapter), and other domestic crude oils the first sale of which is 
exempt from the provisions of Part 212 of this chapter. ! 

(3) Such other information as the FEA may rcqut~st. l 
i 

(h)(1)·(4), 43 F. R. 26540 (June 20, 
1978); subsection (h) (5), 43. F. R. 
33679 (August 1, 1978); subsections 
(h)(6)-(8), 43 F. R. 26540 (June 29, 
1978); aubsection (i), 40 F. R. 10444 

.01 Subsections (a) and (h), 39 
F .. R. 35472 (October J, 1974): subsec
tions (d) and (e), 42 F. R. 42770 (Au
gust 24, 1977); subsection (g), 39 F. R. 
35472. (October 1, 1974); subsections 

Federal Enero Guideliaa I 211.66 I 13,649 
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affidavit setting forth the (actual basis I Subsection (k) newly orieinated in 
for its claim to be classified as an 42 F. R. 21761 (4/29/77), effective 
eligible firm. . 4/25/77. 

nr t3,6so.os] 
(a) Juuanrr nf rntitlrmmts. ( 1) For t•ach month, commcndnJ.:-' with 

the month of June )1)7R, cadt ref11wr shall he isstu·<l a numh<•r of rn
tith·nwnts hy tlw ElL" t•qual to tht• numht·r of loarrds of t·rude oil 
inducll'ol in tht~ total volume of that n·fam~r's audt• oil runs to t>tills 
for that month multipli•·•l hy the national tlonu·stil~ t:r\llll' oil supply 
ratio for that month, suhject to the t•ntitknH'nt adjustnwnt for small : 
refiners set forth in parag-raph (c) of this section and the entitlement · 
adjustments in subparag-raph (a) (4) of this section. ; 

(2) Hl'fint•rs to whidt cntitkments shall he issued under this sec
tion shall indu<le all refiners classifil·<l as refiner-buyers or refiner-sellers 
as of December 1, 1974 for purposes of§ 211.65. Any refiner that is not 
so classified, or the refinery capacity of which is not certified by the 
FEA for purposes of § 211.65, shall apply to the FEA for certification 
of its n·finery capacity for purposes of qualifying- to receive entitlements 
under this section. With respect to the granting of any such applica
tion for certification, the FEA shall consider the factors set forth in 
§ 211.65(b)(v) and (vi). 

(3) For each month, commencing- with the month of February 
1976, each eligible firm that has imported an elig-ible product in that 
month shall be issued a number of entitlements equivalent to thirty 
percent (30%) of the numher of entitlements th:1t would he received 
by a refiner (without giving- effect to the provisions of § 211.67(l~)) in 
that month with respect to inclusion of a numher of barrels of crude oil 
in that refiner's erucic oil runs to stills equal to the number of barrels 
of that digihle product importt•d hy that clig-ihle fim1, trmidrd that for 
each month in the period July 1, 197R throug-h June 30, 1979, the num
ber of e11titlements issued to each eligible firm that has imported an 
elig-ible product in that month shall h<' equivalent to fifty pcn·cnt 
(50%) of the number of entitlements that would he ren·ive1l hy a 
n·finer (without giving cfft't.:t to the provisions of § 21 l.fJ7(t•)) in that 
month with respect to inclusion of a number of barn·ls of audc oil in 
that rdmer's crude oil runs to stills t•qual to the numher of barrels of 
that elig-ihle product imported by that elig-ihle firm. An <·li~ihle product 
is importt·1l for purposes of this pararaph (a)(3) in the month, as 
specified on Customs Forms 7501 or 7505, as appropriate, in which 
importation takes place. · 

(4) For each month, commencing- with the month of June 1978, 
the number of <~ntitlcments issul~d under paragraph (a) (l) of this sec~ 
tion to each refiner shall be increased by: (i) the number of barrels 
of California lower tier crude oil included in its adjusted crude oil 
receipts in that month multiplied by a fraction, the numerator of which 

Federal Eneror Guidelines § 211.67 I 13,650 
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is $2.38 plus or minus $.09 for eath degree API gravity (or fraction 
then·of) hy whi~h the wci~hted. av{'ragc gravity of all California 
lower tier crude oil included in that refiner's adjusted crude oil re
ceipts in that month either falls below or exceeds, respectively, 18 
degrees API, and the denominator of which is the entitlement price 
for that month; and (ii) the nun1hcr of barrels of California upper 
tier crude oil included in its adjusted crude oil receipts in that month 
multiplied by a fraction, the numerator of which is $1.45 plus or minus 
$.09 for each degree A PI gravity (or fraction thereof) by which the 
weightc<l avl·rage gravity of all California upper tier crude oil in· 
dueled in that refiner's adjusted crude oil n·ccipts in that month either 
falls below or exceeds, respectively, lR degrees API, anci the de
nominator of which is the entitlement price for that month; prm-idrd 
that the dollar value of additional entitlements issued under this sub
paragraph ( 4) shalt not exceed the dollar value of the obligation (as 
calculated under paragraph (b) of this section) for the crude oil with 
respect to which such additional entitlements are issue1l. The refiner 
shalt calculate and report the weighted average gravity of California 
lower tier crude oil and California upper tier crude oil separately; 
and in calculating such weighted avcrag<~ gravities shall (A) determine 
thl• gravity of such aude oil for ead1 receipt of such crude oil in that 
month on th<' basis of the gravity of such crude oil at the time it be~ 
comes a receipt, and (B) determine a single monthly weighted average 
gravity for such crude oil hy weight averaging (on a volumetric 
hnsis) nll o( such individual rcc(·ipts in that month. : 

(5) For each month, commencing with the month of July 1978, 
each firm that 'has been designated by the ERA as eligible to par~ 
ticipate in the entitlements program by reason of its producing, selling 
or using a petroleum substitute, shall be issued a number of entitle-
ments determined as follows: · 

(i) In the case of a petroleum substitute derived from oil shale~ 
that number of entitlements that would be received by a refiner if each 
barrel of the petroleum substitute were a barrel of crude oil; 

(ii) In the case of a petroleum substitute other than one derived 
from shale oil having a gross heating value of 5.7 million BTU's per 
barrel or more, that number of entitlements that would be received by 
a refiner if each barrel of the petroleum substitute were a barrel of crudt 
oil; and 

(iii) In the case of a petroleum substitute other than one derived 
from shale oil having a gross heating value of less than 5.7 million 
BTU's per barrel, that number of entitlements that would be received 
by a refiner if each barrel of the petroleum substitute were Cflual to a 
fraction of a barrel of crude oil, the numerator of whil~h woul1l he the 
gross heating value per barrel, in BTU's, of the petroleum substitute, 
and the denominator of which would be 5.7 million BTU's. Where a 
petroleum substitute is being used for purposes other than in a re-: 

' 13,650 § 211.67 
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finery, ERA will dt~signatc the firm to which entitlements will he i~sue<t 
and the manner in which the usc of the petroleum substitute by that 
firm shall result in entitlement issuances. 

[U 13,650.07] 

Guidelines for Evaluation of Applications for Designation a,s 
a Producer, Marketer or Consumer of Petroleum Substi-

tutes in the Entitlements Program 

[Note: These guidelines are proposed; however, they are being 
used on an interim basis. Final guidelines will be issued fol-
lowing receipt <•f public comments.) ' 

1. U11rkyrowul m11l l'urpo.rc 
On May 12, 197X, the Economic l~cg-ulatury Administr;~

tion (ERA) issued a final rule amending the Mandatory P~
tro1eum Allocation }{egu1ations to include petroleum substitutes' 1 

in the cntitkmcnts program (43 FR 21429, May H~. 1978). 
The final rule provid<.·s for the automatic inclusion in the en
titlements program of petroleum substitute~ m<llle from do
mestic oil shale and used by a refiner in a domestic refinery 
as feedstock or fuel. The final rule also provides that the 
ERA may, on a ctJSe-by-case basis; grant entitlement benefits 
for petroleum substitutes made from domestic biomass, coal, 
solid waste or tar sands, and for non-refinery uses of 1lomestic 
shale oil. These guiddines set forth the proce1lures and cri· 
teria 1m1ler whidt ERA will review each application mHl dl;tt:r• 
mine an applicant's eligibility to participate in the J~rog-ram. 

2. Wlw May Apply 
If you are currently producing a petroleum substitute, 

constructing a facility to produce a petroleum substitute, or 
planning, designing, or otherwise considering the 1levelopment 
of a facility to produce a petroleum substitute from domestic 
biomass, coal, oil shale, solid waste, or tar sands, you ma~ 
apply for designation as a producer of a petroleum substitute 
that is eligible to receive entitlements. If you arc a markl.'ter 
or consumer (including a refmcr) of a pt'troleum suhstitute; 
you may apply for entitlements whenever the producer (an~ 
any other entity through which you directly or indirectly ob-' 
tain the substitute) docs not desire to apply. However, you 
must obtain and provide ERA with the written agreement of, 
the producer and any other entity preceding you in the dis-

1 A petroleum substitute Is any syn
thetic liquid fuel produced trom desig
nated domestic resources and uaed In 

Federal Enero Guidelinea 

the United States as a substitute tor 
petroleum as a refinery feedstock, as 
a fuel blendstock, or u a fUeL 
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(b) Reqr4ired purchase of entitlcmrnts by 1'efiners. . (1) For each 
month, commencing with the month of February 197o, e:tch refmcr that ! 
has been issued fewer entitlcnH·nts for that month than the number of 
barrels of deemed ole! oil (as calculated under paragraph (b) (2) of this 
section) included in its adjusted crude oil receipts shall purchase a num
ber of entitlements effective for that month equal to the· difference 
between the number of barrels of deemed old oil (as so calculated) 
included in that refiner's adjusted crude oil receipts for that month 
and the number of entitlements issued to and retained by that refiner. 
Entitlement purchases required under this paragraph (b) with n·spect 
to a particular month shall be eiTccted by .the close of the second month 
following that month. · 

(2) To calculate the number of barrels of deeml~d old oil inclucled i 
in a rl'fmer's adjush~d erucic oil receipts for purposes of the definition ! 
nf national <lonu~stic crude oil supply ratio in § 211.62 of this suhpart, i 
paragraph (b)(l) of this section and paragraph.(c) of this section,· 
each barrel of old oil shall be equal to one barrel of deemed old oil i 

and each barrel of upper tier crude oil shall constitute that fraction l 
of a barrel of <leeml·d old oil the numerator of which is equal to the ! 
reported weighted average cost per barrel to refiners of imported crude 
oil, stripper well crude oil (as defined in Part 212 of this chapter), 
incremental tertiary crude oil (as ·determined pursuant to § 212.i8), f 

and other domestic crude oils the first s.'llc of which is exempt from 
the provisions of. Part 212 of this chapter for that month, less the ! 
sum of 21 cents and such weighted average cost per barrel to refiners i 
of upper tier crude oil, and the denominator of which is the entitle- ~ 
ment price for that month. · 

(1f 13,650.15] 

(c) Refiners aml othrr firms with excess entitkments. For e.'lch 
month, commencing with the month of February 1976, each refiner that 
has been issued a greater number of entitlements for that month than 
the number of barrels of deemed old oil (as calculated under paragraph 
(b)(2) of this section) included in its adjusted crude oil receipts shall 
sell such excess entitlements and any eligible firm (other than a refiner) 
that has been issued entitlements shall sell such entitlements. 

(1f 13,650.20] 

(d) Adju.rtmr.nt.r to volume of crude oil runs to stills. (1) A re
finer's volume of crude oil runs to stills shall (i) include (A) the volume 
of crude oil processed by another refiner for that refmer pursuant to a; 
processing agreement and (B) the volume of crude oil processed by 
that refiner for a person other than a refiner pursuant to a processing; 
agreement, and (ii) exclude the volume of crude oil processed by thati 
refiner for another refiner pursuant to a proc:essing agreement. ., 

I 13,650 § 211.67 Federal Eneqa Guideliaell: 
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(2) The volume .. c:i, a refiner's crude oil runs to stills in a p:1rtit::ular 
mrmth for purpt .ses of tl1e calculations in paragraph (a) ( 1) of this 
section and the calculations for the national domestic crude oil supply 
ratio shall be reduced by that refiner's volume of export sales under§ 212.53 
of Part 212 of this chapter in that month of refined petroleum products 
(including aviation fuels as defined in § 211.142 of this part, but e~clud
ing refined lubricating oils) and residual fuel oil, including sales to a 
domestic purchaser which certifies the product is for export; tro~'idrd; 
however, that the volume of a refancr's crude oil runs to stills for a 
month shall not be reduced by that refiner'.s volume of <'Xport sales of 
flunl•cr C and Navy Special fuel oils and No. 4 diesel, which :lr<' sold. 
for usc as a marin\' fuel on a voyaJ.:c..' dcpartin~-: (rom a United Stntes 
port. 

(3} The volume of a refiner's crude oil runs to stills in a particular 
month for purposes of the calculations in paragraph (a}(1) of this sec
tion and the calculations for the national domestic crude oil supply 
ratio shall include the total number of barrels of plant condensate and 
the total number of barrels of synthetic crude oil made from tar sands 
which arc importee} from Canada and arc utilized in thnt mon.th as 
inputs to distillation units by a refiner, measured in accordance with 
the Bureau of Mines Form 6-1300-M. Neither plant condensate nor 
synthetic crude oil tnade from tar sands which are imported from 
Canada shall. he eligible for inclusion in the volume of a refiner's crude 
oil runs to stills under this subparagraph (3) unless payment has been· 
made in accordance· \\·ith Presidential Proclamation No. 3279, as 
amended, of any import license fees applicable to crude oil as defined· 
for purposes of this section, which is imported for refining. 

( 4) For purposes of the calculations in suhparagraph (a) (I) of this 
section and the calculations for the national dom(•stie crude oil supply 
ratio (but not for purposes of parag-raph (e) of this section), the volume 
in cxt~t!SS of the first 5,000 harrt•ls pt·r 1lay of a rcfim·r's cru1k c1il runs 
tu stills for :t pattkul:ar month :tttriJ.ut:thle to prodtit·tiCJII 1,( n·sidu;al 
(U<·l oil for salt· (whl'ther clin~rtly for consumption or for n·sah·) J,y that 
n:fincr in or into the East Coast markl't shall he n·clul't•cl hy fifty (50~(,) 
percent. Any export sales of residual fuel oil giving rise to a 1lc-du<"lion 
un1ler paragraph (d) (2) above shall not be consi1krcrl as rc.siclual fud 
oil production for purposes of this paragraph (d) (4), trm-id,·d that for 
the period July 1, 11)78 ~hrough June 30, 1979, this para~-:raph (cJ)(4) 
shall read as follows: · · ' 

(4) For purposes of the calculations in subparag-raph (a) ( 1) of 
this section and the calculations for the national domestic crude oil 
supply ratio (but not for purposes of paragraph (e) of this section), 
the volume of crude oil runs to stills of any domestic refinery attribu
table to production of.· residual fuel oil transported in foreign flag 
tankers for sale (whether directly for consumption or for resale) 
or use in the East Coast market sh<!-11 be red~ced by fifty (50%) percent. 

FederalEnerprGuidelina § 21 L67 I 13,650 
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Any export sales (>f r~sidual fuel oil giving rise to a deduction under 
paragraph (d)(2) above shall not be considered as residual fuel oil 
production for purposes of this paragraph (d) (4). 

( 5) (i) The VC>Iumc of a refiner's dude oil runs to stills in a par
ticular 11111111h for purpt•S<:s o£ the calculations in subparagraph (1) of 
paragraph (a) uf. this sl'ction and the calculations for the uational 
domestic crude oil supply ratio shall include, except as provided in 
subdivisions (ii) and (iii) of this subpa~agraph, the total numLer of 
harrds of naphthas which arc imported into Puerto H.ico (other than 
imports from the U. S. Virgin Islands and other than naphthas im
ported into Puerto Rico which arc acquired pursuant to an <:xchange 
or similar matching purchase and sale transaction for naphthas pro
duced by a refinery located in the United States) and are utilized in' 
that month as a petrochemical feedstock at a petrochemical· plant 
owned or operated hy that rdiner in Puerto Rico. 

(ii) The volume of naphthas eligible for inclusion in the volume of 
a refiner's crude oil runs to stills in a particular month untlcr suhdivi· 
sion (i) of this subparagraph shall be reduced hy the volume of export 
sales (under § 212.S.3 of l'art 212 of this chapter, including sail'S to a 
purchaser which certifies it or an entity afliliated with that purchaser 
will export the product so purchased) for that. month of products pro
duced at the petrochemical plant that has processed the imported 
naphthas. · 

.;r 1 

i 
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(iii) The volume of naphthas eligible for inclusion in the volume 
of a refiner's crude oil runs to stills for a particular month urider this 
subparagraph (S) shall be reduced by the application of a fraction the 
denominator of which is ·equal to the entitlement value for a barrel of 
crude oil included in the volume of a refiner's crude oil runs to stills 
for that month (without giving effect to the provisions of paragraphs 
(e) and (d)(4) of this section), and the numerator of which is equal 
to the weighted average per barrel cost of all naphthas imported into 
Puerto Rico for that month as to which entitlement issuances are sought 
less the imputed per barrel cost of domestically produced naphthas for· 
that month. For purposes of this subparagraph (5)(iii), the imputed 
per barrel cost of domestically produced naphthas for a particular 
month, commencing with November, 1977, shall be equal toone hundred 
eight percent (108%) of the weighted average per barrel cost of all 
the crude oil receipts ·for all domestic refiners for that month. 

(iv) Notwithstanding any other provisions of this. section, a firm 
other than a refiner that owns a petrochemical plant in Puerto Rico 
shall be eligible to receive entitlements with respect to naphthas proc
essed at such a plant on the same basis as is provided for refiners in 
subdivisions (i) through (iii) of this subparagraph, except that such a 
finn shall not . be; eligible for any additional entitlements under the 
provisions of para~ph (e) of this section. Any such firm shall file 
reports under § 211.66 on the same basis as a refiner. 

(v) The provisions of this subparagraph (S) shall be effective for 
imported naphthas processed· in the month of May 1976: Provided, 
That, with respect to any firm that has received relief for that month 
under Subpart D of Part 205 of this chapter for naphthas imported 
into Puerto Rico and processed at a petrochemi~l plant, these provi
sions shall first ·become effective for imported naphthas processed in 
June 1976. For any firm· r\Ot subject to the proviso in the preceding 
sentenc:e, eligible naphtha imports processed in the .month of May 1976, 
together with any eligibl.e -imports for June 1976, shall be reflected in 
the. entitlement issuances for the month of June 1976. . 

· (vi).· Any firm that is eligible foe entitlement issUances under this 
subparagraph shall obtrin appropriate certifications from any other 
finn to which it sells products produced at a petrochemical plant 
located in Puerto Rico; Such ceatifieation shall set forth whether or 
to what extent the;prodtocts so purchased will be sold (whether directly 
by that other firm or indirectly through any finn affiliated with that 
other firm) in transaetioats that c:oastitute export·. sales under § 212.53 
of Part 212 of this chapter. Any firm purchasing products produced at 
a petrochemical plant lo;~ated in Pilato Rico shall, upon the request of 
the owner or operator of that facility, certify to th;lt owner or operator 
as to whether or what e::w:tent the fwn'ther sale of those products by that 
firm (or any affiliate theteof) willta~~Stitute export, sales under § 212.53. 
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(6) The volume of a refiner's crude oil runs to stills in a particu- · 
Jar month for purposes of the ealculations in paragraph (a)(l) of this 
section and the calculations for the national domestic crude oil supply 
ratio (without giving effect to the provisions of paragraph (e) of 
§ 211.67) shall. include the total number of barrels of imported crude 
oil delivered to and accepted for delivery by the United States Govern
ment in the following month for storage in the Strategic Petroleum 
Reserve mandated by Title I, Part B, of the Energy Policy and Con
servation Act (P. L. 94-163); provided, that, if any entitlement issuance 
under this subparagraph (the revenues from which were either received 
by that refiner or served to reduce that refiner's entitlement purchase 
obligations under paragraph (b). of this section) is in duplication of 
payments made by the United States Government pursuant to the 
related contract or contracts for acquisition of that imported crude oil, 
that refiner shall be required to purchase entitlements pursuant to one 
or more succeeding entitlement notices equal in value to the entitle
ments so issued, unless such payments made by the United States 
Government have been refunded or. credited to the United States 
Government; and, provided further, that, in any case where the 
United States Government acquires crude oil for storage in the 
Strategic Petroleum Reserve pursuant to ,an exc'hange or matching 
purchase and sale transaction, the refiner from which that crude oil is 
acquired for storage in the Strategic Petroleum Reserve shall not be 
eligible for any entitlement issuances under this subparagraph (6), nor 
shall any domestic crude oil be deemed to have been transferred by 
that refiner in that exchange or transaction and such retained volumes 
of domestic crude oil shall be included in its crude oil receipts under 
the provisions of § 211.67 (g)(2), but a refiner or finn other than a 
refiner from whic'h the United States Government acquires imported 
crude oil for purposes of satisfying its obligation pursuant to that 
exchange or transaction shall be eligible for entitlement issuances on 
the same basis as refiners from which imported crude oil is acquired for 
storage in the Strategic Petroleum Reserve. · For purposes of this 
subparagraph (6), a refiner shall mean any firm that owns; operates 
or controls the operations of a refinery located in the United States, as 
·defined in the Emergency Petroleum Allocation Act of 1973, as amended 
(P.L.93-159). .;: -'-· ... •·; ~:''.1 

(7) Notwithstanding any other provisions of this section, any 
firm other than a refiner (as defined in subparagraph (6) above) shall 
be eligible for entitlement issuances on the same basis as .a refiner 
under subparagraph (6) above of this paragraph (d) \vith respect to 
deliveries of imported crude oil accepted by the United States Gov
ernment for storage in the Strategic Petroleum Reserve mandated by 
Title I, Part B, of the Energy Policy and Conservation Act (P. L. 
94-163); provided, that, if any revenues attributable to an entitlement 
issuance under this subparagraph received by that firm are in duplica-
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tion· of payments made by the United States Government pursuant to 
the related contract or contracts for acquisition of that imported crude 
oil, that firm shall be~ required to purchase entitlements pursuant to 
one or more succeeding entitlement notices equal in value to the 
amount of such entitlement revenues so received, unless such payments 
made by· the United States Governrt1ent have been credited or refunded 
to . the United States Government; and, JWovided fu,.ther, that, 
in any case where the United States Government acquires crude oil for 
storage in the Strategic Petroleum Reserire pursuant to an exchange 
or matching purchase and sale transaction, the firm from which that 
crude oil is acquired for storage in the Strategic Petroleum Reserve 
shall not be eligible for any entitlement issuances under this sub
paragraph (7), nor shalt any domestic crude oil be deemed to have 
been transferred by that finn in that exchange or transaction and such 
retained volumes of domestic crude oil shall be included in its crude 
oil receipts under the provisions of§ 211.67(g)(2), but a refiner or firm 
other than a refiner from which the United States Government acquires 
imported crude oil for purposes of satisfying its obligation pursuant to 
that exchange or transaction shall be eligible for entitlement issuances 
on the same basis as refiners from which imported crude oil is acquired 
for storage in the Strategic Petroleum Reserve. 

(8) Commencing with the month of July 1978, the volume of a 
.refiner's crude oil runs to stills in a particular month for purposes of 
the calculations in subparagraph (1) of paragraph (a) of this section 
and the calculations for the national domestic crude oil supply ratio 
shall include the tote~.l number of barrels of the liquid produced from oil 
shale that is found in· the United States and used as a refining feed
stock, blending feedstock or fuel in a domestic refinery in that month 
by a refiner. 

ur 13,650.251 

· (e) Small f'ejintr bias. (1) In addition to the number of entitle
ments issuable under par.agraph (a) of this section,· subject to the 
limitation set forth in paragraph (e)(2) below, each small refiner 
with a daily average volume· of crude oil runs to stills of le~s than 
175,000 barrels for a particular month shall be issued the following 
number of additional entitlements for each day of that month: ~i) For 
each small refiner with a daily average volume of crude oil J'Uns to 
stills of 100,000 to 175,000 barrels, 1,258 entitlements less the r.umber 
of entitlements obtained by multiplying the difference betwe m that 
small refiner's daily average volume of ·crude oil runs to st1lls (in 
thousands of barrels) and 100 by 16.7733; (ii) for each small refiner 
with a daily average \•olume of crude oil runs to stills of 50.000 to 
100,000 barrels, 2,079 entitlements less the number of entit .ements 
obtained by multiplying the difference between that small refiner's 
daily average volume of crude oil runs to stills (in thous<1nds of 
barrels) and 50 by 16.42; (iii) for each small refiner with l. daily 
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average volume of crude oil runs to stills of 30,000 to 50,000, 3,123 
entitlements less the number of entitlements obtained by multiplying 
the difference between that small refiner's daily average volume of 
crude oil runs to stills (in thousands of barrels) and 30 by 52.2; (iv) 
for each small refiner with a daily average volume of crude oil runs 
to stills of 10,000 to 30,000 barrels, 2,288 entitlements plus the number 
of entitlements obtained by multiplying the difference between that 
small refiner's daily average yolume of crude oil runs to stills (in 
thousands of barrels) and 10 by 41.75; and (v) for each small refiner 
with a daily average volume of crude oil runs to stills of zero to 10,000 
barrels, 228.8 entitlements for each 1,000 barrels of that small refiner's 
daily average volume of crude oil runs to stills. 

(2) Effective for refiners' volumes of crude oil runs to stills for 
June 1977, no entitlements shall be issuable under paragraph (e)(1) 
of this section with respect to any volume of a small refiner's crude 
oil runs to stills attributable to a processing agreement for the account 
of that small refiner with another refiner. 

(3) . Each small refiner shall separately identify in its reports filed 
pursuant to § 211.66(h) of this subpart any volumes of its crude oil 
runs to stills not eligible (under the provisions of paragraph (e)(2) 
of this section) for small refiner bias entitlements. 

[1[ 13,650.30] 

·(f) Transactions under § 211.65.· (1) ·Effective for sales for the 
allocation quarter commencing March 1, 1976 under § 211.65 of this 
subpart, no sale by a refiner-seller under § 211.65 shall be deemed for 
purposes of this section to include any volume of domestic crude oil. 
If a refiner-seller sells actual volumes of domestic crude oil under 
§ 211.65, the related volumes of old oil and upper tier crude oil shall 
be included in that refiner-seller's crude oil receipts in the month in 
which the sale is made. For purposes of the adjustments set forth in 
paragraph (a)( 4) of this section, a refiner-buyer's receipts of imported 
crude oil and Alaska North Slope crude oil shall include volumes of 
crude oil sold under § 211.65 to that refiner-buyer. 

(2) For sales for allocation quarters prior to the allocation quarter 
commencing March 1, 1976, each sale by a refiner-seller under § 211.65 
shall be deemed to include volumes of old oil (and upper tier crude oil, 
if any) proportionate to the volumes thereof included in the deliveries 
of crude oil to that refiner-seller that determine the price at which the 
sale is made under§ 212.94 of Part 212. Any volumes of domestic crude 
oil so deemed to be included in any sale under § 211.65 shall be reflected 
in the crude oil receipts of the refiner-buyer concerned. As to each sale 
for any such prior allocation quarter, each refiner-seller shall certify to 
the refiner-buyer the volume of old oil (and upper tier crude oil, if any) 
included in the volume of crude oil sold within twenty-eight (28) days 
following the month in which the crude oil is delivered to or for the 
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account of the refiner-buyer in accordance with the provisions of§ 212.131. 
of Part 212. · 

(3) In determining the weighted average landed cost of crude oil 
deli:vered to a refiner-seller in a month pursuant to § 212.94 of Part 212, 
the cost of any required purchases or revenues from any sales of entitle
ments by that refiner-seller shall not be taken into account. 

[11' 13,650.35] 

(g) Exchanges of crude oil. (1) Subject to the provisions of para
graph (a) (3) below, in any exchange of crude oil in which only quali
ty and location differentials are given effect in the calculation of the 
exchange ratio, or in any matching purchase and sale transaction which 
has the same effect as such an exchange, no volumes of domestic crude 
oil shall be deemed to have been transferred. Any volumes of domestic 
crude oil exchanged away or sold pursuant to any such exchange or 
matching purchase and sale transaction shall be considered as having 
been retained by the refiner or other firm that ha.S so exchanged away 
or sold such volumes, regardless of the volume of crude oil received or 
purchased by that refiner or other firm in such exchange or transaction. 

(2) Subject to the provisions of paragraph (g) (3) below, volumes 
of domestic crude oil deemed to' be retained by a refiner under the 
provisions of paragraph (g)(l) above shall be (i) included in that 
refiner's crude oil receipts at the time the crude oil acquired pursuant 
t<>; the related exchange or purchase and sale transa.ction constitutes 
a crude oil receipt under § 211.62 of this subpart to that refiner, or 
(ii) certified as old oil, upper tier crude oil, ANS crude oil, stripper 
well crude oil (as defined in Part 212 of this chapter), incremental 
tertiary crude oil (as determined pursuant to § 212.78), or any other 
domestic crude oil the first sale of which is exempt from Part 212 of 
this chapter, as the case may be, under the provisions of § 212.131 
of Part 212 when the crud~ oil acquired pursuant to the relat~d ex
change or purchase and sale transaction is sold to another firm. 

. · (3) Where a refiner exchanges away or sells volumes of domestic 
crude oil in an exchange or matching purchase and sale transaction of 
the type described in paragraph (g) ( 1) above and receives in exchange 
or purchases in the transaction foreign crude oil that is delivered and · 
processed outside the United States, that refiner shall include any 
domestic crude oil so exchanged away or sold by it in its crone oil 
receipts as of the date that domestic crude oil is so exchanged aw: y or 
sold. 

(4) The provisions of paragraph (g)(1) above shall not ap1ly to 
transactions involving domestic crude oil which is exchanged away 
by a firm other than a refiner for foreign crude oil that is not proc~ssed 
in a refinery located in the United States. Any firm other than a rdiner 
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that has ·exchanged away or sold domestic crude oil within the 
United States pursuant to an exchange transaction in which other 
crude oil is also transferred outside the United States shall comply 
with the certification requirements of § 212.131 of Part 212 as to any 
volumes of ol.d oil or upper tier crude oil, as the case may be, so 
exchanged away or· sold. Any domestic crude oil delivered to a· re
finer in the United States pursuant to a transaction of the type de
scribed in this paragraph (g)(4) shall be included in the crude oil 
receipts of the refiner that receives, directly or indirectly through 
further sales or exchanges, the volumes of domestic crude oil that are 
the subject of the transaction, as provided in § 211.62 of this subpart. 

(5) For purposes of this paragraph (g), "refiner" means any firm 
that owns, operates or controls the operations of one or more refineries, 
and includes any entity that is a part'of or affiliated with, or that con
trols or is controlled- by (whether directly or indirectly), a refiner. 

[U 13,650.40] 

(h) Averaging of crude oil receipts. Upon application by a refiner 
in accordance with the procedures established under Subpart G of Part 
205 of this chapter within thirty (30) days following the close of a 
month, the FEA may adjust the crude oil receipts of that refiner for 
that month to permit the portion of such crude oil receipts specified 
by the FEA to be included in the crude oil receipts of that refiner for 
one or more subsequent months, if the volume of crude oil receipts 
in that month is significantly disproportionate to the volume of that 
refiner's crude oil runs to stills for that month due to a shutdown (by 
reason of either a mechanical failure or normal maintenance procedures) 
resulting in a fifty (50%) percent or greater portion of that refiner'5 
refinery capacity not having been operable for the duration of that 
month. · · 

[U 1~,650.45] 

(i) !sSJtance and transfer of entitlements. (1) The FEA shall issue 
entitlements for each month (effective for the month of February 1976 

·and subsequent months) pursuant to a notice issued on the fifteenth day 
of ~he second month following that month. 

(2) Each notice published by the FEA evidencing the issuance of 
entitlements under this section shall specify as to a particular month 
the national domestic crude oil supply ratio, the name ·of each refiner 
and other eligible firm to which entitlements have been issued, the num
ber of barrels of deemed old oil included in each refiner's adjusted crude 
oil receipts, th~ number of entitlements issued to each such refiner or 
other firm, the number of entitlements required to be purchased or sold 
by each such refiner or other firm, and the price at which entitlements 
shall be purchased and sold. 
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(3) No transfer of an entitlement shall be effective if made to any 
firm that is not purchasing such entitlement to fulfill such firm's obli
gations under this section. 

(4) rhe price at which entitlements shall be sold and purchased 
shall be fixed by the ERA for ear:'h month and shall be the exact 
differential between the weighted average cost per barrel to refiners 
of old oil and such weighted average cost of imported crude oil, 
ANS crude oil, stripper well crude oil (as defined in Part 212 of this 
chapter), incremental tertiary crude oil (as determined pursuant to 
§ 212.78), and other domestic crude oils the first sale of which is 
exempt from the provisions of Part 212 of this chapter, less 21 cents, 
such costs to be equivalent to the delivered costs to the refinery. 

(ff 13,650.50] 

. ·. (j) Reporting errors. (1) Refiners and eligible firms shall correct 
any errors contained in reports filed pursuant to § 211.66 by filing an 
amended report for the particular month. Based on any reporting 
errors so corrected, the FEA in its discretion may adjust entitlement 
issuances to the refiner or eligible firm in one or more months subse
quent to the month in which the amended report is filed with the FEA, 
by issuing fewer entitlements than the number otherwise issuable, by 
requiring the refiner or eligible firm to purchase entitlements in order 
to correct for excess entitlements issued in a prior month or by issuing 
entitlements over and above the number otherwise issuable to compen
sate for too few entitlements having been issued in such prior month. 
All entitlement issuances or purchase requirements under this sub
paragraph shall give effect to any differential between the entitlement 
price for the month in which any correction is reflected as compared 
with the entitlement price for the month as to which the reporting error 
was made (except with respect to corrections to volumes of crude oil 
runs to stills where a corresponding adjustment to crude oil receipts 
was made as contemplated by the term "adjusted crude oil rc~eipts" 
in § 211.62) and such other factors as the FEA deems appropriate. 

(2) Notwithstanding the provisions of paragraph (j)(1) of this 
section, corrections of reporting errors for the months November 1974 
through August 1975 shall be made as follov.rs. FEA shall recaiculate 
for those months the purchase and sale obligations (giving effect to any 
applicable relief under decisions and orders issued by FEA's Office of 
Exceptions and Appeals and to the provisions of Special Rule N l. 3 for 
Subpart C) of all refiners and eligible firms based on inclusion in each 
month of each refiner's and eligible firm's corrected volume (as reported 
to the FEA) of crude oil runs to stills, volume of old oil include tin its 
crude oil receipts (other than adjustments effected as contcmplc. ted by 
the term "adjusted crude oil receipts" in § 211.62) and eligible product 
imports. No entitlement price adjustment as contemplated by para
graph (j) ( 1) of this section shall be made in the calculations ur~cier this 

Federal Energy Guidelines . § 211.67 v 13,650 



B-18 

13,549-4 Regulations 193 8-4-71 

paragraph (j) (2). FEA shall then aggregate for each refiner and 
eligible firm its net purchase or sale amount (in dollars) for these 
months (giving effect to the published purchase and sale obligations ' 
for these months) and apply these amounts in substantially equal por
tions (translated into current entitlement values) to that refiner's or 
eligible firm's entitlement purchase or sale obligations for the months 
of July 1976 through February 1977. 

(3) For purposes ofthis paragraph, errors required tobe corrected 
by the filing of amended reports include (i) clerical errors, and (ii) 
inaccurate estimates as to t~e domestic crude oil pricing composition 
of a particular volume of crude oil where the refiner had no basis, in 
prior experience or otherwise, on which to make that estimate. 

nr 13,6so.ss] 
(k) Failure to consummate transactions. The FEA may direct re

finers or eligible firms that hav~ not purchased the required number 
of entitlements under this section for a particular month to purchase 
such required number of entitlements at a price specified by the FEA 
from any refiner or eligible firm that has entitlements for such month 
available for sale. The FEA may direct refiners or eligible firms that 
have entitlements available for sale to sell such entitlements at a price 
specified by the FEA to refiners or eligible firms that have not pur
chased their required number of entitlements under this section. 

[Section 211.67 continues on page 13,549-7.] 
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nr 13,65o.6oJ 
( 1) Certification by non-refiners. Within twenty-eight (28) rlays 

following each month, commencing with the month of January 1978, 
each firm other than a refiner that has delivered crude oil to a refiner 
for processing for the account of such firm pursuant to a processing 
agreement in that month shall certify to that refiner the respective 
volumes of and that firm's costs for old oil (separately identifying 
any California lower tier crude oil), upper tier crude oil (separately 
identifying any California upper tier crude oil), ANS crude oil, 
stripper well crude oil (as defined in Part 212 of this chapter), incre
mental tertiary crude oil (as determined pursuant to § 212.78), other 
domestic crude oils the first sale of which is exempt from Part 212 of 
this chapter, and imported crude oil contained in the crude oil so 
delivered to that refiner. 

nr 13,650.65] 
· ·· (m) Adjustments to crude oil and product costs. (1) Refiners. (i) 

Entitlements purchased. (A) The cost of entitlements purchased in a 
particular month pursuant to this section by refiners, which shall be 
calculated exclusive of any reduction in such costs in a particular 
month because of entitlements issued for the importation of eligible 
products, and exclusive of the cost of entitlements purchased in a 
particular month pursuant to adjustments to a refiner's crude oil 
runs to stills under paragraph (d)( 4) of this section, shall be added 
to the cost of crude oil purchased or landed in that month (which 
is the period "t" (the month of measurement), for purposes of 
calculating the increased cost to be applied to product prices in 
the following month under the "At" factor of the general formulae of 
§ 212.83(c)(2) of this chapter); provided, that, to the extent that the 
obligation of a refiner to purchase entitlements -is reduced by volumes 
of crude oil processed by a refiner for a firm other than that refiner 
pursuant to a processing agreement, and that the monetary value of 
that reduced purchase obligation is used to reduce the pro<;essing 
fee otherwise payable by ·that firm under the processing agreement, 
or is otherwise passed on to that firm such monetary value may also 
be added by that refiner to its cost of crude oil purchased or landed 

. in that month, but shall be subtracted from the cost of crude cil pur
chased or landed in that month by the firm to which the monetary 
value of the reduced purchase obligation is passed on pursuant to 
this paragraph. - · 

(B) The reduction in the cost of entitlements purchased in a 
particular month because of entitlements issued for the impo;tation 
of eligible products shall be subtracted from the total cost of the prod
uct concerned, purchased or landed in that month (which is the period 
"t" (the month of measurement), for purposes of calculatir!g the 
increased costs to be applied to prices of that product under the "D ;t" 
factor of the appropriate formula for that product of § 212.83(c) of 
this chapter). · 
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(C) The cost of entitlements purchased in a particular month 
pursuant to the adjustments, to a refiner's crude oil runs to stills 
under paragraph (d)(4) of this section shall be a cost of crude oil 
purchased or landed in that month which shall not be applied to prod
uct prices pursuant to the "A" factor of the general formulae of 
§ 212.83(c) (2) of this,:chapter, but which shall instead be applied only 
to prices for residual· fuel oil sold in or into the East .Coast market. 

(ii) Entitlements sold. (A) The sales revenues from entitlements 
sold in a particular month pursuant to this section by refiners, which 
shall be calculated exclusive of any reduction in such sales revenues 
in a particular morith pursuant to adjustments to a refiner's crude 
oil runs to stills under paragraph (d)(4) of this section, and exclu
sive of any sales revenues from the sale of entitlements issued for 
the importation of eligible products, shall be subtracted from the cost 
of crude oil purchased or landed in that month (which is the period 
"t". (the month of measurement), for purposes of calculating the 
increased costs to be applied to all product prices in the following 
month under the "A., factor of the general formulae of§ 212.83(c)(2) 
of this chapter) ; provided, that, to the extent that the sales reve
nues from entitlements which are issued for volumes, of crude oil 
processed by a refiner for a firm other than that refiner pursuant .to 
a processing agreement ·are used to reduce the processing fee other
wise payable by that firm un~er the processing agreement, or are 
otherwise passed on to that firm, such sales revenues shall not be 
subtracted by that refiner from its cost of crude oil purchased or 
landed in that month, but shall be subtracted from the cost of crude 
oil purchased or landed in that month by the firm to which the entitle
ment sales revenues ate passed on pursuant to this paragraph. 

(B) The sales revenues from entitlements issued for the impor
tation of eligible products which are sold in a particular month shall 
be subtracted from the total cost of the product concerned, purchased 
or landed in that month (which is the period "t" (the month of meas
urement), for purposes of calculating the increased costs to be applied 
to prices of that product under the "B ;t" factor of the appropriate 
formula. for that product of §212.83(c)(2) of this chapter). 

(C) The reduction in sales revenues from entitlements sold in 
a particular month pursuant to the adjustments to a refiner's crude 
oil runs to stills under paragraph (d) ( 4) of this section shall be a 
cost of crude oil purchased or landed in that m~mth which shall not be 
applied to product prices pursuant to the "A" factor of the general 
formulae of§ 212.83(c) (2) of this chapter, but shall instead be applied only 
to prices for residual fuel oil sold in or into the East Coast market. 

(2) Resellers and retailers. The sales revenues from entitlements 
sold pursuant to this section by rescUers or .retailers shall be subtracted 
from the cost of the product in inventory for which the entitlements 
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were issued, so as to reduce the weighted average unit cost of that 
product in inventory computed pursuant to § 212.92 of this chapter. 

(3) SaJes of eligible products to eligible firms. The total amount 
of any reductions in the cost of eligible products to the seller because 
of entitlements issued for the importation of such products, which 
are required by paragraphs (m)(l) and (m)(2) of this section, shall 
be applied exclusively to the determination of maximum lawful prices 
charged in sales in which the purchaser does not receive entitlements 
for the importation of an eligible product. Separate price calcula
tions shall be made for sales of eligible products in which the purchaser 
receives entitlements for the importation of eligible products, which 
shall comply in all respects with. the regulations of Subparts E or F 
of Part 212 of this chapter, except that the amount of increased prod
uct cost used to compute such prices shall not be reduced because 
of entitlements issued for the importation of eligible products. 

(4) Timing. The date of purchase or sale of entitlements for 
purposes o£ determining the date on which a cost or a cost reduction 
is incurred under § 212.83(c) or § 212.93 of this chapter shall be the 
date on which the transaction is reported to have taken place on the 
monthly transaction report filed with the FEA under paragraph (i) 
of§ 211.66. 

(5) Strategic petroleum reserve entitlemt~zts transactions. Notwith
standing the other provisions of this § 211.67(m), with respect to 
entitlements issued by the Government to a firm associated with 
acquisitions from that firm for the Strategic Petroleum Reserve 
("SPR") which are sold by that firm (or which diminish the entitle
ments purchase obligations of that firm) and entitlements which are 
required to be purchased by a firm because of sales by that firm for 
the SPR, FEA shall not: 

(i) Permit or require any adjustment to that firm's cost of crude 
oil in § 212.83 ( c )(2) if it is a refiner; 

(ii) Permit or require_ any adjustment to that firm's cost of 
product in inventory if it is a reseller or retailer; or 

(iii) Permit or require any adjustment to that firm's prices in 
other first sales of crude oil if it is a producer. 

.01 Subsection (a)(1), 43 F. R. 
26540 (June 20, 1978); subsection (a) 
(2), 41 F. R. 13899 (April 1, 1976); 
subsection (a)(3), 40 F. R. 10444 
(March 6, 1975); subsection (a)(4), 43 
F. R. 26540 (June 20, 1978); subsection 
(a)(5), 43 F. R. 21429 (May 18, 1978); 
subsection (b)(l),41 F. R.13899 (April 
1, 1976); subsection (b) (2), 43 F. R. 
33679 (August 1, 1978); subsection (c) 
41 F. R 13899 (April 1, 1976); subsec
tion (d) (1), 41 F. R. 13899 (April 1, 
1976); subsection (d) (2), 41 F. R. 49476 
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(November 9, 1976); subsection~ (d) (3)
(4), 41 F. R. 13899 (April 1, 1976); sub
section (d) (5), 42 F. R. 61853 (December 
7, 1977); ··subsections (d)(6)-(7), 42 
F. R. 44218 (September 2, 1977); sub
section (d)(8), 43 F. R. 21429 (May 
18, 1978); subsection (e)(l), 41 F. R. 
20392 (May 18, 1976); subsection (e) 
(2), 42 F. R. 21269 (April 26, 1977); 
stibsection (e)(3), 41 F. R. 20392 (May 
18, 1976); subsection (f)(l), 42 F. R. 
62897 (December 14, 1977); subsection 
(£)(2)-(3), 41 F. R. 16448 (April 19, 
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SPECIAL BENEFITS .AND STANDARDS FOR THE DCOE PROGRAM 

To compensate for inequities in the system and to improve the economic 

position of certain industries, Congress and the ERA (and its predecessors) 

have incorporated special and standards of treatment for different types 

and sources of crude oil and for certain classes of participants into the 

DCOE Program. Presented below is a summary of these special benefits and 

standards. 

A. SMALL REFINER BIAS 

From the beginning of the DCOE Program, small refiners were issued 

extra entitlements to compensate them for the lack of economies of scale 

enjoyed by the vertically integrated and large independent oil companies. 

A small refiner for this purpose is currently defined as one with a refining 

capacity of under 175,000 bbls/day.
1 

Presently additional entitlements 

are allocated to small refiners on a sliding scale inversely proportional 

to the average daily crude runs to stills of the refinery. The maximum 

·. number of Small Refiner Bias (SRB) entitlements per barrel is issued in the 

0-10,000 bbls/day range of runs to stills, declining thereafter; the maxi-

mum number of SRB entitlements possible for a refiner is reached at 30,000 

2 
bbls/day •. 

The EPCA provided an entitlement purchase exemption for the first 

50,000 bbls/day for refiners with a capacity not exceeding 100,000 bbls/day.
3 

However, the FEA found this benefit to be inequitable and removed it in 

April, 1976. 4 Effective in June, 1977, SRB entitlements were eliminated for 

volumes of crude oil run at another refinery under a processing agreement~ 5 



The SRB is incorporated in the entitlements calculation by subtract-

ing a number equal to the number of SRB entitlements from the numerator of 

the DOSR.
6 

Thus, the DOSR is reduced and the SRB subsidy is spread over 

the whole industry. 

B. RESIDUAL FUEL ENTITLEMENTS 

Residual fuel entitlements are issued to improve the competitive posi

tion of the East Coasta residual fuel oil marketers supplied by Caribbean 

refiners, relative to marketers supplied by domestic refiners. Since Febru-

ary 1976, 30 percent of the imported residual fuel oil each month has been 

included in eligible importers' crude runs to stills for that month for 

entitlement calculation purposes. 7 During the period of July 1, 1978 

through June 30, 1979, SO percent of the imported residual fuel oil is 
I 

included. The DOSR is reduced (by adding a number equal to this fraction 

of imports to the denominator of the DOSR) to adjust for the addition of 

id 1 f 1 . 1 8 res ua ue ent1t ements. Additionally, the crude runs of domestic 

refiners in excess of the first 5000 bbls/day are reduced by fifty percent 

of the volume attributable to their production of residual fuel for sale 

9 or resale in, or into, the East Coast market. The DOSR is increased by 

subtracting this figure from the denominator. 10 This reduction partially 

offsets the increase in the weighted average cost of all crude oil result-

ing from residual fuel entitlements. 

C. NAPHTHA ENTITLEMENTS 

Entitlements have been issued since May, 1976, for the importation 

of naphtha feedstock into Puerto Rico for use by the petrochemical industry. 11 

aSee Glossary .for definition. 

.. .,· 
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Naphtha entitlements are determined by computing the ratio of the differ-

ence between the average cost of naphtha imports into Puerto Rico and the 

imputed average cost of domestic naphtha to the entitlement price. 12 The 

DOSR is reduced to reflect this benefit by subtracting a number from the 

numerator equal to the number of naphtha entitlements issued. 13 Previously, 

naphtha imported into Puerto Rico was significantly more expensive than 

domestic naphtha processed from price-controlled crude oil, leaving the 

Puerto Rican petrochemical industry at a competitive disadvantage to its 

domestic counterpart. This program was designed to offset this disadvan-

tage. 

D. PETROLEUM SUBSTITUTE ENTITLEMENTS 

The ERA issues entitlements to refiners for those volumes of synthe-

tic fuel, denominated petroleum substitutes by the ERA, obtained from oil 

shale that they utilize within their domestic refineries as a feedstock or 

14 ,. . fuel. In addition, the ERA grants entitlements, on a case-by-case basis, 

to refiners for those volumes of petroleum substitute derived from domestic 

biomass, coal, solid waste materials, or tar sands and used in refineries. 15 

The ERA also grants entitlements on the same basis for those volumes of 

16 
petroleum substitutes used as a boiler fuel outside a refinery. These 

entitlements are reflected by a reduction in the DOSR effected by subtract-

ing a number equal to the number of petroleum substitute entitlements issued 

each month from the numerator of that month's DOSR. 17 

The ERA began issuing oil shale petroleum substitute entilements in 

July, 1978, to encourage increased domestic production of synthetic fuels. 

The ERA hoped that this increased production would reduce the volume of 

d '1 . db d . f' 18 cru e 01 1mporte y omest1c re 1ners. 
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E. STRATEGIC PETROLEUM RESERVE ENTITLEMENTS 

The EPCA required the government to establish the Strategic Petroleum 

Reserve (SPR). 19 In April, 1977, the FEA adopted amendments to its regu-

lations to allow firms selling imported crude oil to the government for 

storage in the SPR to receive entitlements as if the oil had been processed 

. d . f. 20 
! 1n a omest1c re 1nery. This program is reflected by a decrease in the 

DOSR (by adding a number equal to the number of SPR entitlements issued to 

the denominator). 21 

F. CALIFORNIA LOW-GRAVITY, HIGH-SULPHUR CRUDE OIL ENTITLEMENTS 

Since 1976, producers of California low-gravity, high-sulphur crude 

oil have been faced with depressed prices because (1) entitlements obli-

gations did not take into account the large and widening quality differen-

tial between California oil and other oil; (2) ANS oil was becoming more 

freely available, especially in the West Coast; and (3) high-sulphur oil 

is an unattractive fuel source in California because of the state's rigid 

environmental standards. Under a special program designed to boost the 

market attractiveness of California low-gravity crude oil, the ERA grants 

refiners of the product additional entitlements based on a sliding scale 

inversely proportional to the weighted average gravity of the refiner's 

receipts. 22 The ERA reduced the DOSR (by subtracting a number equal to 

the number of special entitlements issued under this program from the 

numerator) to spread the cost of this benefit nationwide.
23 

G. OTHER CATEGORIES OF OIL 

b . . b 
Naval Petroleum Reserve (NPR), stripper well , tert1ary, ANS and 

b 
See Glossary for definition. 

...... 
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imported oil are all treated as uncontrolled oil for entitlement calcula

tions.24 Thus they do not affect the DOSR or a company's entitlement 

position, but they do affect a company's entitlement revenue via the 

entitlement price. 

H. EXCEPTIONS AND APPEALS RELIEF 

Firms can seek relief from compliance with the DCOE program regula-

tions by petitioning the DOE's Office of Hearings and Appeals (OHA). OHA 

was established to provide relief to firms affected by DOE regulations 

which otherwise would suffer serious hardships or gross inequity. 25 About 

80 percent of all successful exception applications, from the program's 

inception in December 4, 1974, through August 12, 1977, were submitted by 

small refiners. The most frequent form of relief granted by the OHA to 

entitlements program participants is a reduction in the applicant company's 

. 1 bl. . 26 ent1t ement o 1gat1ons. This remedy is reflected by a reduction in the 

DOSR, effected by subtracting from the numerator a number equal to the 

total number of entitlement obligations excused through the exceptions 

27 and appeals process. 
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NOTES TO APPENDIX C 

1. 10 C.F.R. Section 211.62 (1978). 

2. 10 C.F.R. Section 211.67(e) (1978). 

3. Pub. L. No. 94-163 Section 403 (amending the EPAA by adding Section 
4(e), codified at 15 U.S.C.A. Se~tion 753(e) (1978). 

4. FEA Entitlement Program Handbook, page 24. See note 6 in the report. 

5. FEA Entitlement Program Handbook, 27. 
--·--·----------

page See note 6 in the report. 

6. 10 C.F.R. Section 211.62 (1978). 

7. 10 C.F.R. Section 211.67(a) (3) (1978). 

8. 10 C. F. R. Section 211.62 (1978). 

9. 10 C.F.R. Section 211.67(d)(4) (1978). 

10. 10 C.F.R. Sections 211.62, 211.67(d) (4) (1978). 

11. FEA Entitlement Program Handbook, page 25. See note 6 in the report-. 

12. 10 C.F.R. Section 211.67(d)(5) (1978). 

13. 10 C.F.R. Sections 211.62, 211.67(d) (5) (1978). 

14. 10 C.F.R. Sections 211.62, 211.67(a) (5) (1978). 

15. 10 C.F.R. Sections 211.62, 211.67(a) (5) (1978). 

16. 10 C.F.R. Sections 211.62, 211.67(a) (5) (1978). 

17. See 10 C.F.R. Section 211.67(d)(8); 43 Fed. Reg. 32429 (May 18, 
1978)-.-

18. 43 Fed. Reg. 21329 (May 18, 1978). 

19. Pub. L. No.'94-161 Section 151, codified at 42 U.S.C.A. Section 
6231 (1978). 

20. 42 Fed. Reg. 21761, 21763 (April 29, 1977), codified as 10 C.F.R. 
Sections 211.67(d)(6), (d)(7) (1978). 

21. 10 C.F.R. Sections 211.62, 211.67(d)(6), 211.67(d)(7) (1978). 

22. 10 C.F.R. Section 211.67(a)(4) (1978). 
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23. 10 C.F.R. Sections 211.62, 211.67(a)(4) (1978). 

24. See page 1 of Form ERA 49. 

25. 10 C.F.R. Section 205.50 (1978). Exception decisions may be appeal
ed under the procedures set forth in 10 C.F.R. Sections 205.100-205.109 
(1978). 

26. This conclusion is based on a review of over 200 exceptions deci
sions issued between 1974 and 1977. See Appendix E. 

27. See Domestic Crude Oil Entitlements Program, note 6 above, at page 
70. 
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ANALYSIS OF FORMS 

The analysis of forms and instructions for the DCOE system is a 

necessary preliminary step for validation of the data collected by the 

system. This analysis is complicated by the fact that since the 

inception of the Domestic Crude Oil Allocations Program, the forms on 

which companies are required to report their data have undergone 

several major and numerous minor changes. These changes have been 

necessary because of the dynamic nature of the entitlements program. 

Almost continual changes in the law and accompanying regulations 

have meant that new, different, or additional data was periodically 

necessary. For the purpose of our analysis, the January, 1978 version 

of Form ERA-49 was used. A somewhat modified version of this form is 

currently in use. 

This appendix contains the details of our analysis, including 

location of possible faults and fault types, description of the 

discrepancy likely to follow from the fault, and recommendation as to 

how thg. fault might be corrected. In addition to the Refiners' 

Monthly Report Form (ERA-49), some analysis has also been given to the 

Naphtha Imports Monthly Report (FEA P-129-M-0), the Report of Oil 

Imports into the United States and Puerto Rico (FEA-P-113-M-0), and 

the Entitlement Transaction Report (FEA P-103-M-0). 
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l. Refiners' Monthly Report Form, ERA-49 (August, 1978 Version) 

A. Lack of internal consistency 

B. Undefined term in the instructions 

C. Ambiguous or insufficiently precise reference to regulations 

D. Concept or term not clearly defined 

E. Lack of clarity in language 

F. Omission of an instruction 

(i) ITEM: Definition of "erude Oil Runs to Stills" -- General 

Instructions, V. Definitions (page 4), " ••• in accordance 

with Form FEA. P-320-M-o." 

FAULT TYPE: D 

FAULT: FEA P-320-M-0 does not use the term "runs to stills." 

LIKELY 

In Section A, it uses "inputs" and in Section F it uses 

"charged to." These two differ in that "charged to" 

excludes crude oil not input to the distillatlion units. 

Thus an ambiguity is introduced. 

DISCREPANCY: Before this can be estimated, it must be determined 

RECOMMENDA-

what percentage of crude oil is not input to the 

distillation units. Also, the frequency of error 

must be estimated via field interviews. 

TION: There should be an equivalence of terms established 

between ERA-49 and P-320. The reference to P-320 

should be to a specific part of that form. 
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(ii) ITEM: Definition of "Crude Oil Runs to Stills" -- General 

Instructions, V. Definitions (page 4). 

FAULT TYPE: 

FAULT: 

LIKELY 

D 

This phrase is neither precise in reference or in mean

ing. It could refer to physical measurement (metering), 

but this procedure is not in P-320. Therefore, it pre

sumably refers to the definition of "crude oil runs to 

stills" (see (i) above). It may be a source of confusion 

since Form P-320 requires reporting to the nearest 

1,000 barrels only, while ERA-49 requires reporting to 

the nearest barrel. 

DISCREPANCY: Rounding, where it should not be done, will lead to 

RECOMMENDA-

small percentage errors which are likely to balance out. 

Their frequency is to be determined. 

TION: There should be a reference to.a specific part of P-320, 

and the term measured should be clarified. 

NOTE ON ITEMS 
(1) - (ii): The reference to Form FEA P-320-M-0 is from June 1978 

(iii) ITEM: 

FAULT TYPE: 

FAULT: 

only. Previous reference~was to BOM Form 6-1300-M. 

Definition of "Crude Oil Runs to Stills" -- General 

Instructions, V. Definitions (page 4). " ••• and all 

other inputs to the distillation units qualifying under 

10 CFR Section 211.67." 

c 

This phrase does not appear in the definition in Section 

211.62. The reference is to Section 211.67(d), which 

has eight subparagraphs. Only subparagraph (3) is rele-
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· vant here. Adjustments due to subparagraphs (1), (2), 

(4) and (5) are listed separately, on ERA-49 or on ''

P-129-M-1. (See (v) for subparagraphs (6) and (7).) 

The likelihood of a mistake, however, appears small. 

DISCREPANCY: If a mistake is made, there may be double inclusion in 

RECOMMENDA
TION: 

(iv) ITEM: 

FAULT TYPE: 

FAULT: 

LIKELY 

or deduction from adjusted crude oil runs to stills. 

This could be a large error; it is, however, unlikely 

to occur. 

The phrase should read " ••• qualifying under 10 en 
Section 211.67(d) (3)." 

Definition of "Crude Oil Runs to Stills" -- General 

Instructions, V. Definitions (page 4). 

F 

Omission of reference to Strategic Petroleum Reserve 

sales. Such sales are included in adjusted runs to 

stills, but must be reported only on a separate form. 

DISCREPANCY: If a mistake is made, it could result in a fairly large 

RECOMMENDA-

error. The mandate for such sales is only 15 months 

old, and they are not made frequently. 

TION: The specific reference in the recommendation under (iii) 

(v) ITEM: 

above should prevent confusion. 

Definitions of "New Crude Oil" and "Old Crude Oil" in 

General Instructions, v. Definitions (page 5). 

FAULT TYPE B 

. . 
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LIKELY 
DISCREPANCY: 

RECOMMENDA-

D-7 

The term "base production control level" is not defined 

in the form, nor is any reference given as to where it 

is defined. 

Since the seller of the oil must certify its type, this 

is not iaportant to the refiner filling out the form. 

However, a reference to an appropriate definition would 

be helpful. 

TION: Give reference to definition of BPCL in Section 212.72. 

(v1) ITEM: Definition of "Crude Oil Reeeipta" in General Instruc

tions, V. Definitions (page 3). 

FAULT TYPE: 

FAULT: 

LIKELY 
DISCREPANCY: 

RECOMMENDA
TION: 

D 

"Condensate recovered at the inlet side of a gas pro
cessing plant" should be specifically excluded from crude 

oil receipts, or the categories :l.n which it is included 

should be stated. (It is excluded from "new" and "old" 

oil.) 

Possible incorrect inclusion or exclusion. Magnitude 

and frequency may be determined by field interviews. 

Define plant condensate and explain its status in detail. 

If .. ~ 
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(vii) ITEM: Definition of "Other Domestic Oil" -- General Instruc

tions, V. Definitions (page 6). " ••• as explained in 

10 CFR Section 212." 

FAULT TYPE: 

FAULT: 

LIKELY 
DISCREPANCY: 

RECOMMENDA
TION: 

(viii) ITEM: 

FAULT TYPE: 

FAULT: 

c 

The reference to Section 212 is not specific. 

Difficult to estimate or guess what an incorrect inter

pretation could lead to. Main effect is time wasted in 

searching through Section 212. 

Give reference to specific subsection of Section 212. 

Definition of ~esidual Fuel Oil" in General Instruc

tions, V. Definitions (page 6). 

A 

There are three definitions of residual fuel oil in 

10 CFR --in Sections 211.51, 212.31 and 213.27. These 

are differently worded, but may be effectively the same. 

Since the DCOE System uses data directly based on 

Section 213 (Importers' Monthly Report, Form P-113) and 

relies on terms defined in Section 212, a person filling 

in the form may become confused and use the wrong defini

tion. There may be internal inconsistency in the infor

mation collected on residual fuel oil. 

. ' 
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LIKELY 
DISCREPANCY: 

RECOMMENDA
TION: 

(ix) ITEM: 

FAULT TYPE: 

FAULT: 

LIKELY 
DISCREPANCY: 

RECOMMENDA
TION: 

D-9 
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Probably small. 

Specify appropriate definition. 

Instructions for reporting of ''Buy/Sell Crude" in General 

Instructions, VI. Special Instructions (page 7). 

c 

Dates given do not agree with regulations in Section 

211.67(f). Instructions could be improved in terms of 

clarity and ease of reading. 

The wrong date would lead to incorrect reporting of 

buy/sell transactions from July 1975 to February 1976. 

The rule whereby such transactions are made at the 

weighted average cost of imported oil is applied from 

teo early a date in the instructions. The magnitude of 

error depends on the size of the price difference and 

the size and frequency of such transactions. This 

instruction, however, has just been introduced. 

Rewrite instructions as follows: 

"Transactions under 10 CFR Section 211.65 ("Crude Oil 

·Buy/Sell Program"). 
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(1) Transactions occurring on or after March 1, 1976. 

{a) Purchasers of crude oil under the Buy/Sell 

Program should include such crude oil in the 

"imported oil" category of "Crude Oil Receipts" 

on page one of ERA-49. 

(b) Sellers of crude oil under the Buy/Sell program 

should deduct such sales from the category 

"imported oil" of "Crude Oil Receipts" on page 

one of ERA-49. If domesttc crude oil was ac

tually sold under the Buy/Sell Program, such 

sales will be deemed not to have oc.curred for 

reporting volume and cost on ERA-49, i.e., the 

related volumes of old and new oil shall be 

included in the seller's crude oil receipts 

{page oneeand page two or three) in the month 

the sale is made. 

NOTE: Such transactions should be priced at the 

weighted average cost of all oil imported by the 

seller, with adjustments as stated in 10 CFR Section 

212.94. 

(2) Transactions occurring before March 1, 1976. 

(a) Purchasers should include such volumes of crude 

oil in the appropriate categories of " Crude Oil 

Receipts" on page 1 of ERA-49, and on page 2 

(for "old" oil) or page 3 (for "new" oil). Such 

classification should be based on certification 

by the seller of the oil. 

{b) Sellers should reduce oil receipts by making a 

pro-rated reduction to all crude categories 

based on the receipt volumes (page 1) as a per

centage of the total receipts, regardless of the 

actual crude delivered. Corresponding reductions 

. . 
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(x) ITEM: 

FAULT TYPE: 

FAULT: 

LIKELY 
DISCREPANCY: 

RECOMMENDA
TION:· 

(xi) ITEM: 
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should be made to receipts of old oil

(page 2) and upper tier (new) oil (page 3). 

Instructions for reporting of " Exchanges" in General 

Instructions, VI. Special Instructions (page 8). "The 

exchange ••• refiner concerned." 

E 

Poor sentence structure. 

None 

Rewrite the sentence as: "The exchange volumes ••• in 

accordance with its existing accounting procedures, if 

these are generally accepted, and consistently and his

torically applied by the refiner concerned." 

General Instructions, VIII. Specific Instructions for 

Item No. 1 (i): " ••• indicate the number of the amend

ment on the line provided." 

FAULT TYPE: F 

LIKELY 
DISCREPANCY: Not known. 

(xii) ITEM: General Instructions, VIII •. Specific instructions for 

Item No. 4, Crude Oil Receipts (page 11). 

FAULT TYPE: 

FAULT: 

F 

The instructions do not mention corrections to volume 

for temperature and BS&W. This applies to all reported 

volumes. 
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DISCREPANCY: 

RECOMMENDA
TION: 
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The corrections are standard refinery practice, and 

mistakes should be infrequent. 

The omission should be corrected, to avoid any possible 

error. 

(xiii) ITEM: General Instructions, VIII. Specific Instructions for 

Item No. 4, Crude Oil Receipts, paragraph one (page 11). 

FAULT: While it is stated on the form itself that line 10399 

LIKELY 

is the sum of lines above it on page 1 of ERA-49, exclud

ing lines 10119, 10199, 10259 and 10319, this does not 

appear in the instructions. 

DISCREPANCY: The person filling in the 'orm and reading only the in-

RECOMMENDA
TION! 

(xiv) ITEM: 

FAULT TYPE: 

FAULT: 

structions on page 11 may overlook the statement on the 

form. This will lead to doublecounting. 

State the instructions for line 10399 explicitly, in

cluding the fact that summation should be done for 

columns (D) and (E) and~ for column (F), which is 

calculated from columns (D) and (E) for each line. 

General Instructions, VIti. Specific Instructions for 

Item No. 7, Runs to Stills, paragraph 2 (page 15); 

instructions for lines 40131 through 40138. 

A 

The source of company short names is given as the 

Entitlement Notice. The instructions for lines 20131 

through 20138 in Item No. 5 refer to "the official list 

of participants." 
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LIKELY 
DISCREPANCY: 

RECOMMENDA-

D-13 

TION Give reference to the same list throughout. 

(xv) ITEM: General Instructions, VIII. Specific Instructions for 

Item No. 7, Runs to Stills, paragraph 9 (page 16); in

structions for line 40399. 

FAULT TYPE: 

FAULT: 

LIKELY 
DISCREPANCY: 

RECOMMENDA
TION: 

(xvi) ITEM: 

FAULT TYPE: 

FAULT: 

LIKELY 
DISCREPANCY 

RECOMMENDA-

c 

These instructions merely repeat the section heading. 

The instructions should be more explicit, referring for 

instance to 10 CFR Section 211.67(e). 

Instructions referring to continuation sheets, in General 

Instructions, VIII. Specific Instructions, Item No. 7; 

instructions for lines 40139 and 40149 (pages 15 and 16). 

F 

There may be confusion as to how continuation sheets are 

to be filled out. 

TION: At these points, reference should be made to VII, Format 

Instructions, (bottom of page 9). 

(xvii) ITEM: General Instructions, VIII. Specific Instructions for 

Item No. 9, California Old Oil Receipts. 

' 
I Q 
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FAULT TYPE: B 

FAULT: The term "weighted average gravit'y" is not defined. 

LIKELY 
DISCREPANCY: This is probably a well~understood term in the industry, 

and there should be few errors. 

RECOMMENDA-
TION: Correct the omission. 

ADDENDUM 

(xviii)ITEM: ERA-49 form, Item No. 4 (page 1). 

COMMENT: The California categories of oil should be listed 

separately to avoid confusion in summation over cate

gories. 

(xix) ITEM: 

COMMENT: 

(xx) ITEM: 

COMMENT: 

Spaces for reporting firm short names, date of report, 

and reporting period, on pages 2-6 of ERA-49 form. 

There is no instruction as to filling these out. 

Instructions for line 10209. 

The relationship of this line ("new oil receipts") to 

lines on page 3 of the form ("upper tier oil receipts") 

is not made clear. 
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2. FEA P-129-M-0 (Naphtha Imports Monthly Report) 

COMMENTS: This form has no instructions beyond 'Purpose,' 'Who Must 

Submit,' 'Where' and 'When.' 

Salient points of omission are: 

ti) no mention of what constitutes an import and what 

determines its time of entry. 

(11) no definition of 'naphtha,' or specific reference 

to where such a definition may be found. 

(iii) no definition of what constitutes 'processing' or 

'petrochemical feedstock.' 

(iv) no instructions on measurement of volumes of naphtha, 

such as temperature corrections. 

(v) no instructions as to how accurately volumes or costs 

are to be reported, or weighted average cost to be cal

culated. 

(vi) no allowance for adjustments 

(vii) no reference, given (i) - (vi), to instructions 

for P-113-M-0 or ERA-49. 

(viii) no instructions for making amendments. 

Presumably, this form has been thought to be not worth bothering 

about, since there are only five reporting firms. 
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4. ·FEA P-103-M-0 (Entitlement Transaction Report) 

COMMENTS: (i) Instructions, Item No. 3, paragraph 4: "The number of 

entitlements required ••• in line 0399 of FEA-P.-102-M-O." 

(a) The form P-102 has been r~placed. 

(b) The new form has no line 0399. 

(c) 'old oil has been replaced by "deemed old oil.u 

(d) The number of entitlements required does not 

correspond to any single number on the ERA-49. 

It cannot be calculated by an individual firm. · 

In fact, it must be obtained by firms from the 

Entitlement Notice. Reference should therefore 

be made to this. 

(ii) There aee no instructions for completing "Reporting Firm 

Short Name" and "Date of Report" on pages 2 and 3. 

! 
j 
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3. PEA P-113-M-0 (Report of Oil Imports 

into the United States and Puerto Rico 

ITEM: Instructions, V. Date of Import. 

COMMENT: The Customs forms 7501, 7505 provide crosschecks on date, 

port of entry, country of origin, and volume. 

ITEM: Instructions, VIII. General Instructions. 14. 

COMMENT: 'It should be highlighted that the number in Schedule T, 

column m, used for the entitlements program~ is based on 
-·· 

.the inclusion of imports from the U.S. Virgin Islands as 

'domestic'. 

ITEM: Form P-113-M-0. 

COMMENT: There is no space on the form for the Entitlements Office to 

make corrections as the result of amendments (resubmissions 

due to internal errors) • This was available on the Form 

FEA P-126-M-0, which was replaced by PEA P-113-M-0. 
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PRELIMINARY QUESTIONNAIRE 

This section is designed to examine two major items on the Refiners' 

Monthly Report (Form ERA-49, formerly P-102). These items are "Crude Oil 

Receipts" and "Crude Oil Runs to Stills." Each of these items can be 

broken down in several ways. Each is adjusted in several ways on the 

form. The interviewer should study the form to get an idea of what it 

requires. The purpose of questions in this section is to examine if the 

refiner's definition of each of these terms corresponds with that in the 

regulations (10 CFR Section 211). 

1. Crude Oil Receipts 

a. Do you find the instructions relating to "Crude Oil Receipts" 

on Form ERA-49 to be clear? If not, why not? (Instructions on page 3 of 

General Instructions.) In particular, what do you think of the instruc

tions relating to oil delivered to another refiner for processing on your 

account? 

b. What do you understand by the category "other domestic 

oil"? (Form ERA-49, page 1, line 10239). 

c. Do you include condensate recovered at the inlet side of a 

gas processing plant in your reported crude oil receipts on page 1 of the 

form? On page 2? On page 3? 

d. How often do your reported figures contain estimates for 

crude oil receipts, and old and new oil receipts? What is the margin of 

error in your estimates (average and maximum, % terms)? If an estimate 

turns out to be wrong (for what reason can this happen?), how do you 

report the true volume? What length of time may elapse between the 

reporting of the estimate and the true volume? 

e. Do you have clear guidelines on how to report transactions 

under the "Crude Oil Buy/Sell Program?" If not, why not? How often do 

such transactions occur? What volumes are involved (as a % of your total 



receipts)? At what prices do these transactions take place? 

f. Do you have clear instructions on the reporting of exchanges 

of crude oil? If not, why not? How often do you make such exchanges? 

What is the size of these transactions (relative to total crude oil 

receipts)? Do you include crude oil exchanged away in your crude oil 

receipts? If so, under what category of crude receipts ("old," "new," 

imported)? 

g. How often do you request from ERA that the crude oil receipts 

for a given month be averaged over several months, for purposes of calcu

lating entitlements? What procedures do you use in making such requests? 

What are the reasons for such requests? 

h. . What is the distinction between new oil as reported on page 

1 of ERA-49 and upper tier oil as reported on page 3? 

i. What do you understand by "plant condensate?" Can this be 

broken down into further categories? If so, how? 

2. Crude Oil Runs to Stills 

a. Do you find the instructions relating to "Crude Runs to 

Stills" to be clear? If not, why not? 

b. Do yoU: include crude oil input to units other than the 

crude distillation unit in "Crude Runs to Stills?" (Cf. line 40119, 

page 4 of ERA-49.) 

c. Do you include crude oil used as refinery fuel in this 

term? (Cf. line 40119.) 

d. What percentage of crude oil used in your refinery is not 

input to the crude distillation unit? Can you give a breakdown of what 

uses such oil is put to (i.e., crude not going to distillation unit)? 

e. Does the ·figure reported as ucrude Runs to Stills" (line 

40119) correspond to any figure reported on the Form FEA P-320? Is any 

) 
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figure reported on page 4 of ERA-49 the same number reported on P-320 

(Section A or Section F of P-320)? 

f. Does the number reported on line 40119 (page 4, ERA-49) 

correspond to any number on the form BOM (Bureau of Mines) 6-1300-M? If 

so, which number on the latter form? 

g. In the reported figure for crude runs to stills (line 40119) 

do you include any other inputs besides crude oil? What are these? 

h. Are the instructions (on page 12 of general instructions) 

relating to export sales of products (cf. line 40159) clear? If not, 

why not? 
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B. RESIDUAL .FUEL OIL 

For convenience, questions relating to residual fuel oil are grouped 

together. By type, these questions fall in the category of Section 1, or 
. . 

in later sections. 

1. Does the definition of "residual fuel oil" in the instructions 

(page 5 of General Instructions for ERA-49) agree with the definitions 

used in your company's internal record-keeping? 

2. Do you include crude oil burned as fuel in "residual fuel oiln? 

3. In reporting line 50199 (page 5 of ERA-49), how do you 

determine how much residual fuel oil produced will be sold in or into the 

BOM East Coast Refining District? If you make an estimate, how do you 

report adjustments to such estimates? 

4. Is your company an importer of residual fuel oil into the BOM 

East Coast Refining District? I so, does the definition of residual 

fuel oil used in completing Form FEA P-113 agree with the definition used 

for Form ERA-49? 

5. Does line 50119 include residual fuel oil which is not sold by 

you into the BOM East Coast Refining District, but which you know will 

eventually be sold into it? If so, how do you know it will be sold into 

that District? 
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C. COST OF OIL 

This section asks questions to see if refiners correctly report the 

cost of oil on ERA-49. 

1. Do you include transportation costs in the cost of oil as 

reported on ERA-49 (page 1 of form)? 

2. Are there any insurance costs included in the cost 'of oil as 

reported on ERA-49? 

3. Are there any taxes included in the cost of oil as reported on 

ERA-49? 

4. Do you ever report costs which contain estimates in column E of 

Item 4 (page 1 of Form ERA-49)? If so, are these estimates because 

volumes are estimated, or because the prices are estimates? What is the 

procedure for reporting an adjustment to an estimated cost? 
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D. PHYSICAL MEASURENENT (METERING, DIPSTICKI,NG, ETC.) 

1. How are your receipts of crude oil actually measured? What is 

the % error in this measurement (average and range)? 

2. How is your inventory of crude oil measured? What is the per

cent error irt this measurement (average and range)? 

3. What is the average time crude oil stays in inventory? How 

much does this time fluctuate? 

4. What is the ratio of crude oil in inventory to receipts for a 

month, on the average? 

5. How are inputs to processing units measured? What are the % 

errors in these measurements (average and range)? 

6. Are volumes processed for other refiners or for non-refiners 

physically measured separately? 

7. What corrections are made to measured volumes for variations 

in temperature? 

8. What corrections are made to measured volumes of crude oil for 

Bottom Sediment & Water? What is the magnitude (% terms) of these 

corrections? 

) 
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E. SOURCE_ PPCUMENTS AN]) AG(;OJJJilT:[NG 

This section attempts to get information as to how physical 

measurements are aggregated and translated. into written records/accounts. 

Furthermore, to what extend do records correspond to physical flows? 

1. What are the source documents for crude oil receipts? 

2. How are actual receipts checked against invoice or contract 

figures? How is any discrepancy resolved? 

3. How are these receipts recorded in the company's books? 

4. Do you ever check if the crude oil you buy has been correctly 

certified by the seller as "old," "new" or otherwise? If you do, why do 

you think such checking is necessary? What procedure do you use in 

making such a check? 

5. How are transactions under the "Crude Oil Buy/Sell Program" 

recorded in the company accounts? 

6. How are exchange transactions recorded in the company accounts? 

7. What is the difference in timing between the agreement to make 

an exchange and the actual exchange? 

8. What is the difference in timing between the physical completion 

of an exchange of crude oil and its recording in the company's accounts? 

9. What is the difference in timing between a purchase or sale of 

crude oil and its recording in the company's books? 

10. Does the company sell crude oil out of refinery inventory? How 

are such sales recorded? 

11. How are aggregate records developed from the metering of flows 

to processing units? What form do these records take? 

12. How do you obtain information on the volumes processed for your 

company by other re-finers? Are there any time lags involved in this 

relay of information? Do you report contracted volumes or actual volumes 

processed under such agreements? (Can the two differ?) 
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13. Do you ever make adjustments in reported volumes of crude oil 

processed by other refiners for your account? 

14. Do you have more than one refinery location? If so, how do 

you aggregate the data for various locations for your internal record

keeping? Do differences in accounting systems at different refineries 

cause difficulties in aggregating data? If so, what kinds of differences, 

and what kinds of resulting difficulties? . 

15. How do you account in your company's books for crude oil 

delivered to another refiner for processing on your account? Does this 

recording method differ from the'way such volumes are reported in old and 

new crude oil receipts (page 2 and 3 of ERA-49)? 
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F. FILLING OUT ERA-49 

1. How many people are involved in directly filling out ERA-49? 

How many people are involved indirectly, in that they prepare worksheets? 

How many total man-hours does it take to fill out ERA-49? 

2. How often do you consult the regulations in filling out ERA-49? 

How often do you consult the Entitlements Handbook issued by ERA (in DOE) 

in filling out ERA-49? Do you have an internal manual for guidance in 

filling out ERA-49? If so, may we have a copy? 

3. If several lines on the form are to be added, is this done on 

a separate piece of paper and the whole set transcribed, or is addition 

done directly on the form? 

4. After ERA-49 has been filled in, how much time is spent in 

checking the numbers filled iri for clerical errors? 

5. How many worksheets are prepared for filling out 'ERA-49? Do 

these come from different departments? Does the person filling out the 

form verify the worksheets in any way? 

6. What company records are used to arrive at the reported compo

nents of crude oil receipts (pages 1, 2, 3 and 6, 9, and 10)? What data 

transformations are involved? 

7. What company records are used to·arrive at the reported 

components of crude oil runs to stills (page 4, Item 7)? 

8. In what circumstances do ERA-49 reporting requirements require 

aggregation of data available a:t different locations? 

9. Is the number reported in line 10109 the same number as reported 

in line 20119 £!: 20399? If not, what do they differ? 

10. Is the number reported in line 10209 the same number as 

reported in line 30119 or 39399? If not, why do they differ? 
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G. CORRECTIONS TO PREVIOUSLY REPORTED VOLUMES 

The purpose of these questions is to examine the procedures whereby 

companies change previously reported data. This is necessary when previous 

figures were est!mates, or there were errors made. There are separate 

procedures for these two categories of corrections. These questions 

should indirectly identify any confusion between these among those 

filling in ERA-49. 

1. How often do you make adjustments to reported crude oil receipts? 

What are the reasons for these adjustments? What is the direction of 

adjustments? What is their magnitude (% terms, average, and range)? 

2. Do you ever report corrections to previously reported volumes 

of runs to stills? How often do you do so? For what reasons do you do 

do? What procedure do you follow? What is the magnitude and direction 

of these corrections? 

3. Do you ever submit amendments? How often do you do so? What 

are the various causes for your submitting amendments? How long does it 

normally take to realize an error and submit an amendment? What is the 

magnitude and direction of these amendments? How do you number amendments 

on ERA-49 (page 1, Item [i] )? 

.. 
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H. MISCELLANEOUS 

1. Capacity Measurement 

a. Is your co~pany a small refiner under the Code of Federal 

Regulations? 

b. Has your capacity been certified by the DOE? If so, by 

which department and which office? How was your capacity certified? 

c. If your company is a smal~. refiner, what was the procedure 

followed in obtaining this status? 

2. Naphtha Imports into P~erto Rico 

a. Does your company fill in Form P-129? If so, do you have 

any comments on its format and instructions? 

3. Questions about Entitlements Transactions and Their Reporting 

a. How do you learn o£ enti~lement prices each month? 

b. Does it matter if you know about entitlements prices 

early? Late? 

c. What is the procedure you follow in Quying or in selling 

entitlements? 

d. Do you have any comm~nts on the format, instructions or 

requirements of Form P-103 (The Entitl~ents Transactions Report)? 

e. Do you use the Entitlements Audit Trail? If so, how do 

you do so? 

4. General Comments (Must be last!) ---
a. Do you have any other comments on the format, instructions 

or requirements of Form ERA-49? 

b. Do you think there ::ts any way a refiner or group of refiners 

might use the entitlements system for their own advantage? If so, 

would you like to comment further? 
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c. How much knowledge do you have of what other firms in the 

industry are doing? What form of knowledge is this, if it relates to the 

entitlements system? 

d. Do you have any comments on the provisions of the entitlements 

system for small refiners, for exceptions and relief, for residual fuel oil 

imports or for California oil? 

e. Would you like to comment on the overall impact of the 

entitlements system and any changes you might like to see? 

.. 
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SENSITIVITY OF THE CALCULATION PROCEDURES 

This appendix discusses in detail the sensitivity of the two 

important outputs. of the DCOE System, i.e., the national Entitlement 

Price and the Entitlement Position of a specific company, to 

variations in major input data variables. 

A. PRIMARY VARIABLES 

Identification of the important or primary input variables 

serves as a valuable guide to this validation study. Input data that 

has a major impact on tl&e entitlement price or total entitlement 

revenue need to be more carefully validated than data that does not 

have as significant an impact. Further, it is reasonable to believe 

that intentional and systematic misreporting of data, if indulged in 

at all, is more likely to occur when advantage is obtainable. 

The primary input data whose sensitivity was studied were: 

1) Crude Runs to Stills; 2) Upper Tier Receipts in Conjunction with 

Crude Runs; 3) Old Oil Reported as Upper Tier Receipts; 4) Exception 

and Appeals; and 5) Prices of Old Oil, Upper Tier Receipts, ·Imported 

Oil and Stripper Oil. 

B. ANALYSIS METHOD 

There are four basic formulae which affect the calculation of 

the entitlement price and a company's entitlement position: 



Di<AFT 

(1) The Domestic Old Oil Ratio (DOOR): 

·DOOR= WAC uncontrolled oil -WAC upper tier oil- 0.21 (l) 
EP 

(2) The Domestic Oil Supply Ratio (DOSR): 

DOSR = OOR + (DOOR x UTR) - SRB -EAR.- NA- SFE - CALBEN(2) 
CR + 0.3IR - O.SDRD + SPR 

(3) The Entitlement Price (EP): 

(4) 

EP = WAC uncontrolled oil - WAC old oil - 0. 21 

A Company's Entitlement Position (EN.): 
]_ 

(3) 

EN. = (CR. + 0.3IR. - O.SDRD. + SPR.) x DOSR + SRB. (4) 
]_ ]_ ]_ . ]_ . ]_ ]_ 

+ EAR. + N x NI. + SFE. + CALBENS. - (OOR. + DOOR x UTR.) 
. ]_ ]_ ]_ ]_ ]_ ]_ 

entitlement sell requirement if positive. 

where: 

CALBEN = California Heavy .Oil Benefit Entitlements 

CR = Crude Runs to Stills (bbl) 

DOOR - Domestic Old Oil Ratio 

DOSR Domestic Oil Supply Ratio 

DRD = Domestic Residual Deduction 

EAR = Exceptions and Appeals Relief (No. of entitlements) 

EN = Entitlement (buy/sell) Obligation 

EP Entitlement Price (dollars) 

IR = Imported Residual Fuel Oil Sold in East Coast Market (bbl) 

N = Natha Imports (into Puerto Rico) Product Ratio 

NA = Naptha Entitlements 

NI Naptha Imports into Puerto Rico (bbl) 

OOR = Corrected Old Oil Receipts (bbl) 
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SFE = Synthetic Fuel Entitlements 

SPR = Strategic Petroleum Reserve Imports 

SRB = Small Refiner Bias Entitlements 

UTR = Upper Tier Receipts (bbl) 

WAC = Weighted Average Cost (dollars per bbl) 

The effect of each of the five primary inpput variables on the 

above four exogenous parameters was analyzed using partial derivatives~ : 

C. TYPICAL DATA FOR SENSITIVITY STUDIES 

In order to obtain an approximate numeric or dollar value for the 

net effect of a particular variation, it was necessary to assume 

typical or nominal values for various input data. These data were: 

National Data 

CR = 450,384,043 barrels 

0.3IR = 0.3 x 35,024,593 II 

0.5DRD = 0.5 X 16,508,246 II 

SPR = 3,252,374 II 

DOOR = 0.2068 (April 1978) 

DOSR = 0.2184 ( II II ) 

EP = $8.35 ( II " ) 

Stripper Oil constitutes 13.5% of Uncontrolled Oil (April 1978) 

Imported Oil constitutes 74.6% of Uncontrolled Oil ( II 

Typical Large Refiner Data 

OORi = 6,282,474 barrels 

CRi = 20,500,000 II 

Typical Small Refiner Data 

OOR. = 216 
J 

CR. = 218,831 
J 

barrels 

II 

II ) 



0.3IR. = 0.3 X 325,700 
l. . 

0.5DRD. = 0.5 X 21,790 
l. 

SPR. = 0 
l. 

D. SENSITIVITY STUDIES 

F-6 

barrels 

II 

1. Crude Runs to Stills 

0.3IR. = 0 
J 

O.SDRD. = 0 
J 

SPR. = 0 
J 

DOSR = OOR + (DOOR x UTR) - SRB - EAR - NA - SFE - CALBEN 
CR + 0.3IR - .O.SDRD + SPR 

ClDOSR 
ClCR 

DOSR 
CR + 0.3IR - O.SDRD + SPR 

Therefore the percent change in DOSR can be given by: 

~DOSR _ _ ----------~-~-C_R~i------~----~ 
DOSR CR + ~CR. + 0.3IR - O.SDRD + SPR 

l. 

~CRi 
= - _C_R __ +~0-.-3-I-R-----O~.S~D-RD---+--S~P--R assuming ~CRi << CR 

And the change in the entitlement sell position of a company can 

be given by : 

~EN. = ~DOSR(CR. +~CR. + SPR. + 0.3IR. - O.SDRD.) + DOSR x ~CR. 
l. l. l. l. l. l. l. 

- DOSR x ~CRi x ll (
CRi + ~CRi + 0.31Ri - O.SDRDi + SPRi) l 

- CR + ~CR. + 0.3IR - O.SDRD + SPR ( 
1. 

Since the factor on the right is larger for smaller companies, 

we can conclude that adding one barrel of crude oil to the crude runs 

to stills will have slightly higher rate of return for small 

companies than for large companies. 
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2. Upper Tier Receipts in Conjunction with Crude Runs 

If both crude runs and upper tier receipts are misreported, i.~ •• 

an overreport:ing new oil by l!CRi and a corresponding of overreporting 

of CR by ~CR., then the percent change in DOSR would be: 
1 

~DOSR = - ~-~~:-C_R_.i_(l=--:-=(D_o_o-=R-/D~O~S~R-) ----:=

DOSR CR + ~CRi + 0.3IR - O.SDRD + SPR 

which implies a smaller rate of return than an independent change in 

the CR. The corresponding change in the entitlements position would 

be: 

• 

l DOOR (CRi + ~CRi + 0.3IRi 
~ENi = DOSR x ~CRi x (DOSR- 1) x CR + ~CRi + 0.3IR (6) 

- 0. SDRDi + SPRi\ . l 
- O.SDRD + SPR I + (1 -. DOOR)i 

This implies that changing crude runs report simultaneously with the 

new oil 6 report has a smaller rate of return than misreporting crude 

runs alone. 

3. Old Oil Reported as Upper Tier Receipts 

Here we consider the advantages of reporting some of the OOR as 

UTR (i.e. , old oil becomes new oil at the refinery) • 

aDOSR - 1 + DOOR 
a OOR = ~C~R-+--:0:-.-=3~I~R---.;;O=-'.-=s~D~RD~+:--::::S:::P=-R 

~OOR(l - DOOR) 0 < 0 
~DOSR = - CR + 0.3IR - O.SDRD + SPR ; recal+ that ~0 R • 

Decreasing the OOR decreases the DOSR and the regulation becomes 

ineffective at the limit. 
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1..\DOSR x (CR. + SPR. + 0.3IR. 
]. ]. ]. 

O.SDRD.) - (1..\00R. -

DOOR x 1..\UTR.) 
]. 

]. ]. 

CR. + 0.3IR. - O.SDRD. + SPR. 
= - 1..\00R. • (1 

]. 
DOOR) 

- 1..\00Ri •(1 - DOOR) ·(1 

]. ]. ]. ]. 

CR + 0.3IR - 0.5DRD + SPR 

CR. + 0.3IR. - O.SDRD. + SPR.) 
]. ]. . ]. ]. 

CR + 0. 3IR - 05. DRD +. SPR 

The rate of return for switching one barrel of old oil into one 

(7). 

barrel of new oil is higher for smaller companies that have access to 

both old and new oil. This can be seen from the two factors 

multiplying 1..\00R. For this analysis the first factor, (1- DOOR), may 

1 be considered to be a constant. The second factor varies between 

0.95 and 1.0 and is very close to 1 for small companies, increasing 

the rate of return. Since small companies are more ·likely to buy 

expensive oil, they have the highest rate of ret~rn, everything else 

being constant. 

4. Changes in the Exceptions and Appeals 

Suppose an exception of EAR is granted to company i. 
i 

!.\EAR EAR. 
]. 

EARi 
1..\DOSR = - ~~~~~--~~~ CR + 0.3IR- O.SDRD 

IThe first factor, (1 - DOOR), in fact, decreases if a company 
changes cheap old oil into cheap new oil, and increases if a company 
switches expensive old oil into expensive new oil. 
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_ _(, CRi + 0.3IR1 - O.SDRDi + SPR1) 
6ENi - EARi ~ - CR + 0.3IR- O.SDRD + SPR (8) 

The interesting thing to note is that if a big company appeals for 

relief, ~hen in effect it gets less ~han 100% of all the exceptions 

granted for. However, this difference does not seem to be 

significant enough to be a rea~on for overappealing. 

5. Prices of Old Oil, Upper Tier Rec~ipts, Imported Oil 

~nd Stripper Oil 

In this sectio~, sensitivity of entitlements program to cost 

reporting will be analyzed. Incorrect reporting of the price of the 

crude oil affects the entitlements system to a lesser degree. The 

quantities that are directly affected are the Entitlements Price, EP, 

and the Deemed Old O:U Ratio, DOOR. Both of these quantities are 

national constants. Consequently, a refiner cannot affect its own 

entitlement position directly by changing its cost of oil receipts. 

Ifuen such a change takes place every refiner is affected proportionate-

ly. Thus, there would appear to be less inc~ntive for such misre-

porting. 

Let the :t-1 refiners be denoted by the index j. Let N types of 

oil be denoted by the index i. Let i ~ l·be old oil and i = 2 be new 

oil. i>2 indicates different types of uncontrolled oil, imported, 
I . 

stripper, etc. Let Vij denote the volume and Pij denote the price 

of different tiers of oil for different ~ompanies. The formulas 

for the EP and for the DOOR are given below: 
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! ·~ v'. . p .. If v . • ·p 
j=l i=3 1] l.J ·-1 lJ J:•j 

EP = - J- . 0.21 (1-') 
~ ~ ! 

.. 

v .. v 
j=l i=3 ~J j=l lj 

If ~ v .. . p ij If v2j •P 2j 
j=l i=3 1] j=l - 0.21 (3-') 
If ~ v .. ! v2j 

j=l i=3 ~J i=l DOOR = 
EP 

In order to get an idea about the rate of change of these variables, 

we should look at the derivatives of EP 

changes in reported prices. 

For all i>2, j 

For all i>2, j 

For all j , i=l 

For.all j, i=2 

For all j, i=l 

For all j, i=2 

ClEP V .• 
-- = _~J~-----
ClPij I:ji:i.:_3 vij 

ClDOOR 
ClP .. 

1] 

ClEP 
--=-
ClP lj 

ClEP. 
0 --= 

ClP 2j 

ClDOOR 

V •• 
1J 

I:.I:. 3 J 1.:_ 

vl. 
J 

I: • v lj J 

DOOR 

v .. 
1J 

=--. 
vu 

ClP lj EP I: • 
J 

ClDOOR v2. 
. J 

aP2j I: • v2j J 

vlj 

1 
EP 

and DOOR with respect to the 

(9) 

ip (1 - DOOR) . (10) 

(11) 

(12) 

(13) 

(14) 

In order to determine the end effect of the above price changes 

on the entitlement position of a company, we take the following 

partial derivatives: 
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oDOOR a EN J ~ aoosR • 

aP iJ . aP iJ 
(CRj + 0.3IRj ·~ 0.5DRDj + S'PRj) - (UTRj) 

ap ij 

()DOOR. . .. CRj + 0. 3IR:~ - 0. 5DRD
1 

+ SRPj 
"'~ [UTR • ( - ol · ·. ' - ) - UTR ] 

oPij CR + 0~3IR - 0.5DRD +SRP j 

If we assume that j is a typical· company, thfm 

oENJ = aoooR 
• [ ... 0~0] ; 0.0 

aP iJ ap iJ 

D ~) /~. r-r r~. ,. 

The entitlement revenue for company j is the product of ENj and 

Therefore, 

Therefore, for small percentage changes 

· aEP 
t.\ER j == t.\P ij · • EN j • ()p ij 

-~-:~ .. 
oEP 
aP ij 

is listed for all {equations 9,11,12) 
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There are several things tq notice in the ab6ve analYsis. The 

variable a will always be mucl:i smaller than unity, and :~~~R and 
au . . 
~ will be. of the same order of magnitude. Consequently; the 

iJ 
sigrtificail.t final effect on the entitlements r¢ven1,1e is due to the 

.aEP · factor since I EN I » I EP·I· 
aPij 

For April 1918, a was equs.i to .19$. SupPose that: the company 

we are concerned with, e, has ;L% of the market §hare of all the oilt 

Case i: 

Suppose that c reports sttij)per oil cost $2.00 per bartei higher 

than what it actually was. The volutne of total stri~per oil was 

13.5% of the voiume of ali .tl\e uncontrolled oil in Aprii 1978. 

Therefot·e; thete is no ince'lltive fot a cotiipal'tY that buys efititle

ments to repo·rt irtfiate·d urtcont:tofted oil cqst:s. Let ENc = .5000 

entitl.ements.. Then the net ga:ln fot c is: 

tiERc a. r .0013:.5 x (5000)1 x $2.00 .:;, $13.50. 

Case II: 

Suppose tha·t c repotts the price o.f old' O:ii $L 00 higher thart 

what it actually is .. 
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oERc "' 
--"' 5000 X (-0.01) 
oPlc 

6ER "' -$50.00 c 

Case III: 

0 
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Suppose that c reports the price of new oil $1.50 higher than 

what it actually is. Notice that the EP would not be effected. 

Therefore, 

oER 
c 'V 

oP2c "'' 
0.0 

6ER ~ 
c 0.0 

Notice that since everything is linear, one can easily extend 

this analysis to more general cases: 

(a) If a company has 10% of the market share rather than 

1%, then the final effect would increase ten-fold. 

(b) If five companies that have 1% of the market share, 

each do the same thing as company c, then the final 

impact on other companies is aggravated five times. 

(c) If the price is reported $20.00 higher rather than 

$2.00 higher, again, the final effect is ten times 

as large. 
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Table F.1 summarizes the effect of price sensitivity for large 

and small buyers and sellers of entitlements. In general, the price 

system is not sensitive to price reporting. 

Conclusions: 

The main conclusion is that changing volumes has a much more 

significant effect that changing the prices. The individual volume 

and price sensitivities are discussed· in detail in section II.C. 

6. Caluculations Supporting Figures 13 and 14 

Figures 13 and 14 are based on the following assumptions and 

calculations: 

For Large Buyer 

Market share = 3% = l1j 

P .. 
1] 

= $6.00 

p2j = 

P3. = 
J 

$12.00 

$15.00 

WAC uncontrolled= $14.50 

OOR. = 3 million bbls. 
J 

UTR. 3 million bbls. 
J 

UNCONT. = 8 million bbls. 
J 

Imported oil is 75% of uncon-
trolled 

EN. = -500,000 entitlements 
J 

DOOR= 0.2 

EP = $8.00 

Small Seller 

Market share = 0. 01% - 11. 

pik = $6.00 

p2k $12.00 

p3k = $15.00 

K 

WAC uncontrolled = $14.50 

00~ = 10,000 bbls. 

UT~ = 10,000 bbls. 

UNCONT. = 25,000 bbls. 
J 

Imported oil is 75% of uncon-
trolled 

ENk .= 10,000 entitlements 

DOOR= 0.2 

EP = $8.00 
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CALCULATIONS 

Volume: Case I: Decrease OOR by 10% 

~ERj = - ~OORj (1-Mj) • EP 

= (0.3 million bbls) 

= $2,328,000. 

(0.97) • 8.00 

~E~ = (1,000 bbls) • (0.9999) • 8.00 

= $8,000 

Case II: Decrease UTR by 10% 

= $465,600. 

~E~ = $1,600. 

Case III: Change Uncontrolled VoLume by 10% 

By simply taking the appropriate partial derivatives: 

llER. = 01 
J 

~E~ = o1 

Price: Case I: Old Oil 

a) Large buyer of entitlements. Increase the price of OORj 

by 10%. (i.e. $.60) 

~ERj ~ ENj • (-Vij) . ~P 1j 
r.v1. 
j J 

= -500,000 • (-M.) . 0.60 
J 

= $9,000. 
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b) Small seller of entitlements. Decrease the price of 00~ 

by 10%. (i.e. -$.60) 

6E~ = ENk .. (-~) • -0.60 

= 10~000 • (-0.0001) (-0.60) 

= + $.60 

Case II. New Oil 

a) Large buyer of entitlements. Decrease the price of UTR. 
J 

by 10% (i.e. -$1.20) 

LlER. = EN .. (0.) . (-$1. 20) 
.l J 

= 0 

b) liE~ = 0 

Case III: Uncontrolled Oil 

a) Large buyer of entitlements. Decrease the price of imported 

oil by 10% (i.e. -$1.50) 

ER. = EN. 
J J 

2: 2: v .. 
j i >3 l.J 

• 6P •• 
l.J 

= -500,000 . (Mj . 0. 75) • (-1.50) 

= $17,000. 

b) Small seller of entitlements. Increase price of imported 

oil by 10% (i.e. $1.50) 

6E~ = ENk . (~ • 0.75) . (1.50) 

= $1.12. 

The main result is that the percentage changes in prices are 

less significant than the percentage changes in volumes except for 

the uncontrolled oil. For uncontrolled oil changing the volumes 

almost has no effect on the entitlements revenue, while changing 
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the price has a slight effect. 



TABLE F.l 

SENSITIVITY OF ENTITLEMENTS REVENUE TO PRICE REPORTING! 

OLD OIL NEH OIL STRIPPER OIL3 IMPORTED OIL
4 t 

Large 2 Small Large Small Large small Large Small J 
Buyer Seller Buyer Seller Buyer Seller Buyer Selle 

t 

t.P = $0.11 
··:. 

< - l 10,000.00 -0.10 - 0.0 - 0.0 -1,350.00 0.01 -7,460.00 ' 0. 07 i 
t.P- = -$1.0 I 100,000.00 -1.00 

i 
- 0.0 - 0.0 -13,500.00 0.13 -74,600.00 \ 0.75 

t.P = $2.0 I 200,000.00 -2.00 - 0.0 - 0.0 -27,000.00 0.27 -149,200.00 1.49 

!The entries are the change in entitlement revenue of the reporting refiner. The units of these 
entries are dollars. 

2 Buyer of entitlements. 

3In April 1978 the stripper oil was 
4 . 
In April 1978 the imported oil was 

13.5% of the total 

74.6% of the total 

uncontrolled oil. 

uncontrolled oil. 

a:; ..• .,. 

p.c4:_.~j 
l$~~-.... 
r~~·~) 

... f"j 
-i 
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APPENDIX G 

DATA PROCESSING PRODUCTION DESCRIPTION 
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DATA i?R.ocE~fsiNG PRotit:rci'toN n:Es'cR:r:PrrON* 

The Domestic Crude Oil Cost Equalization production system was developed 
to facilitate the use of the system, to provide a method for uncomplicated 
job submission, and to keep the amount of user intervention at a minimum. 

To ensure these conditions were met, all the various operations for a 
monthly processing cycle were categorized into discrete job steps. Once 
each step was defined, a series of procedures were generated containing 
all the job control information necessary to execute each system module 
and or system utility. These procedures were then stored as catalogued 
members in the FEA system procedure library. Although each of these 
stored procedures may be executed independent!~ they were grouped to
gether, where appropriate,with system supplied utilities to form the 
executable job steps of the Entitlement production system. 

The production system can be categorized into seven different proceduraL 
classes: 

0 Initiate Procedures 
0 File Maintenance Procedures 
0 Entitlement Procedures 
-0 Report Procedures 
0 Close Procedures 
0 Amendment Procedures 
0 Operations Procedures 

The Initiate Procedures are run only once at the beginning of the monthly 
processing cycle, when the first batch of keyed original forms (P-102-M-1, 
P-126-M-0 and P-129-M-0) has been received on tapes from the keypunch con
tractor. File Maintenance Procedures are run whenever a new batch of keyed 
documents is received or whenever corrections/updates are to be incorpor
ated onto a particular master file. Entitlement Procedures are run subse
quent to the completion of the final update to the master files. Report 
Procedures are run after the entitlement position has been finalized for 
the processing period or whenever a special request is made for a parti
cular report. The Close Procedures are run only once at the completion of 
processing for a monthly cycle, after all reports have been microfiched. 
Amendment Procedures include all the steps of the Correction Audit Subsys
tem. Operations Procedures provide the system support personnel with sim
ple steps for accomplishing program comp~lations, addition/replacement of 
members in the FEA.PROCLIB and various other utility job steps. These 
additional procedures are not illustrated within this manual; support per
sonnel should refer to the Operations Binder for a complete description of 
the available support procedure utilities. 

Table 1 reflects each job step of the Entitlement production system in
cluding a brief function description of what the step accomplishes. In 
the following section each of these job steps will be presented, detailing 

* From System Sciences, Inc. sources. 
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TABLE 1 

DOMESTIC CRUDE OIL COST EQUALIZATION PRODUCTION SYSTEM 

JOB STEPS 

NAME INITIATE PROCEDURES 

DRAFT 

START This is the first step for the Entitlement Production System 
that initiates processing by coping each of the unedited orig
inal documents from tape to disk, performs editing and consis
tency checks on the input source documents, generates a new 
version of each monthly master file, and replicates all orig
inal source documents processed with annotated diagnos·tic mes
sages. 

ALT.RNATE Alternates two members of a partitioned data set, such that at 
any one time the data set contains a single copy of the Audit 
Trail File for the period two months prior and one month prior 
to the current report period. 

NAME FILE MAINTENANCE PROCEDURES 

EDIT102 This step edits unprocessed keyed original P-102 documents and/ 
or corrections to the documents on the current file and produces 
an updated version of the master file, in addition an edit-work 
li.st of documents inserted or corrected is produced along with 
other ancillary reports. 

EDIT126 This step edits unprocessed keyed original P-126 documents and/ 
or correCtions to the documents on the current file·and produces 
an updated version of the master file, in addition an edit-work 
list of documents inserted or corrested is produced along with 
other ancillary reports. 

EDIT129 This step edits unprocessed keyed original P-129 documents and/ 
or corrections to the documents on the current file and produces 
an updated version of the master file, in addition an edit-work 
list of documents inserted or corrected is produced along with 
other ancillary reports. 

TAPECOPY Copies any type of unedited original keyed documents from an un
labeled tape to a catalogued file for processing by one of the 
edit procedures; this step is used only when there is more than 
one batch of keyed tapes for any type of source documents •. 



NAME 

COSTCOMP 

TAP CALC 

CAL CENT 

NAME 

REPORTS 

u lJ ' ' :~) ') 0 - ~E 
. } ·' :,.,'{ li a ... ~-··: t,J "") 
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TABLE 1 -- (continued) 

ENTITLEMENT PROCEDURES 

This step executes each of the six modules of the Cost Compari
son Subsystem generating four different comparison reports on 
both hard copy and tape media as well as the entitlement price 
for the current report period. 

Calculates the amended entitlement position (buy/sell) for each 
company involved in the Truth and Purity Subsystem and produces 
a monthly balance report for each company during the months of 
September 1976 through April 1977. 

This step calculates the national entitlement position and for 
each participating company in the system a buy or sell entitle
ment condition depending on volume of runs to stills or volume 
of product imports. 

REPORT PROCEDURES 

This step produces either or both the Entitlement Notice and 
Company Audit Trail Report during the report period and if 
both reports are produced during a single run,a tape, used to 
microfiche the reports, may be produced. 

LISTS This procedure generates either an exact replica (LATEST) or a 
detailed HISTORY version of each P-102, P-126 and P-129 docu
ment on the monthly master files, an add{tiona1 option is to 
produce the LATEST version in FEA region sequence. 

CROSSCHK Produces a report on the comparison and discrepencies between 
the amount of oil each refiner has reported as processed for 
other firms versus what other refiners have reported as being 
processed by the company in question, the Processing Agreement 
report is produced on both hard copy and tape media. 

ADMNLOG This step performs the administrative log-in procedure for all 
original source documents received during the report period and 
produces various 'reports indicating which firms have or have not 
submitted their monthly documents. 

NAME CLOSE PROCEDURES 

ARCHIVE This step closes out the monthly production cycle for the current 
report period by coping all monthly processing generation files 
to named disk files, which are then archived to tape using the 
FEA Data Set Management System. 

.·•· 
~·· . 
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NAME AMENDMENT PROCEDURES 

AMNDMNTS This is the first step for the Correction Audit Subsystem that 
initiates processing by coping the unedited amendment documents 
from tape to a disk file, performs editing and consistency checks 
on the source input, generates a new version of the monthly 
amendments file, and replicates all amendment documents processed 
during the run with annotated diagnostic messages. 

EDITAMND This step edits unprocessed keyed amendment documents and/or cor
rections to the documents on the monthly amendment file and pro
duces an updated version of the monthly amendment file. In addi
tio~ a work list of documents inserted or corrected is produced 
along with other ancillary reports. · 

SRTMERGE This step sorts the current month's amendment file by form num
ber, short name, report period, log-in-date and page and line 
number and then merges the sorted file with cumulative file con
taining all amendments received during prior months processing, 

LISTAMND Produces a report in either short name or FEA region sequence of 
all amendments received during the .current month's processing, 
while also reproducing any prior amendment documents received 
from a company applying to the same report period for which 
an amendment was received this month. 

ORIGINAL Produces the LATEST version of any original document that was 
submitted during an earlier report period that was amended dur
ing the current months processing. 

RESTORE This job step restores by name any file that has been retired 
or archived by the FEA Data Set Management System. 
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for each, what the job step accomplishes; the necessary substitutions (i.e., 
variables that vary from month to month) ; instructions in how to execute 
the job step; a sample of the job control language (JCL) that executes the 
job step, after substitution of positional parameters; and the output to 
be expected from each job step. 
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APPENDIX H 

STATISTICS ON AMENDMENTS 
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TABLE H-1 

SUMMARY OF ERRORS IN THE AMENDMENT PROCESS* 
(FEBRUARY 1976 THROUGH MAY 1978) 

DRAFT 

NUMBER OF ERRORS 
Discovered Not 

ERROR TYPE & Discovered 
Corrected By DOE 

By DOE 

1. Incorrect Sign for D. 4 6 

2. Incorrect DOOR used in Calculations 1 46 

3. Incorrect Subtraction - 9 

4. Incorrect Entitlements Price used in 
Calculations 4 1 

5. Possible Transcription Error 3 2 

6. Amendment Calculated More Than Once 7 -

7. Incorrect Original Figure used in 
Calculations 2 -

8. Miscellaneous Errors 8 4 

* The manual procedures associated with the calculation of amendments are 
carried out in three basic steps. Two of these three steps have been 
checked to date. The third step has yet to be verified. 

~ = The amended volume minus the original vol~e. 

Note: This table appears as Table 1 in Section II.D of this report. 



TABLE H-2 

ERRORS AND CORRECTIVE ACTION 

IN THE AMENDMENTS PROCESS 

~ = Amended volume - Original volume 

For old oil and crude runs Converted ~ = 
~ x Entitlement Price for the month of original submission 

Entitlement Price for the month.of amendment 

For upper tier Converted ·~ = 
Entitlement Price for the month of original submission DOOR for the month of original submission 

~ x Entitlement Price for the month of amendment x DOOR for the month of amendment 



Description of the Error 

Error Type 1 for Old Oil 

Table H-2 

Month of 
Error 

75/11-76/04 

b. is found to be 28607 instead of 28067. 76/04-76/05 

However, the converted b. is correct. 

Error Type 1 for Old Oil 

Converted b. error for Upper Tier 

Error Type 3 for Upper Tier. (The 

subtraction is done by using 

lcist 3 digits onlyf.)_ ,. 

992,996 

-993,005 

+ 991 

76/04-76/08 

76/05-76/08 

76/06-76/08 

Month of 
Correction 

76/05 

76/09 

Effects of the 
Error 

Correct b. = 140,300 

Incorrect b. = -140,300 r-; ...__, 

Entitlement·revenue of the company C 
has increased $2,508,564, 

Correct b. 

Incorrect b. 

Correct A 

Incorrect b. 

= 28067. 

28607 

= -3266 

3266 

Entitlement revenue of the company' 
decreases by $52,843. -.o 

Correct converted b. = 959 

Incorrect converted b. = 970 

Entitlement revenue of the company 
decreases by $28. 

Correct b. 9 

Incorrect !5. = 991 

Entitlement revenue of the company 
decreases by $2655. 



Table H-2 (continued) 

Description of the Error 

July amendment to crude runs was omitted. 

July amendment to Old Oil was. omitted. 

Instead, June amendment to upper tier was 

given as Old Oil. (See the next error.) 

76/06 amendment for upper tier which should have 

been input in 76/08, was omitted by giving it as 

Old Oil. 

76/07 amendments for upper tier was omitted. 

The nature of the error was not discovered. 

A note in 76/09 indicates that this error 

has Been corrected. 

Month of 
Error 

76/06-76/08 

76/07-76/08 

76/06-76/08 

76/07-76/08 

75/09-76/08 

Month of 
Correction 

76/09 

76/09 

76/09 

76/09 

76/09 

Effects of the 
Error · 

Correct b. 

Incorrect b. 

-50642 

0 

Entitlement revenue of the company 
decreases by $127,669. 

Correct A -117304 

Incorrect b. - 71208 

Entitlement revenue of 
decreases by $359,548. 

Correct lJ. -71208 

Incorrect t::,. 0 

Entitlement revenue of 
increases ~y $102,497. 

Correct b. 

Incorrect b. 

104588 

0 

the company 

0::: 
I 

"' 
the company 

Entitlements revenue of the company 
increases by ~260~001. 

Correct b. unknown 

Incorrect lJ. unknown 

Entitlements revenue of the company 
increases by $1,080. t 

·~ 
--



Description of the Error 

Error Type 6 for-crude runs (The amendment 
was given in 7 6. 06 • }_ 

Error Type 6. 

Error Type 6 for Crude Runs 

Table H-2 (continued~ 

Month of 
Error 

76/05-78/09 

76/10 

76/12-77/01 

Month of 
Correction 

76/10 

76/11 

77/02 

Effects of the 
Error 

Entitlements r~vcLue of the company 

increases by ~1S,394. 

Entitlements revenue of the company . .,~ 

increases by $67,744. 

Correct 11 = 0 

Incorrect 11 -94341 

Entitlements revenue of the company 
decreases by $198,011. 

r··· ...... 

~., 

. !\.~ 

----------------------~~----------~----------~----~~-----------------------------------CJ 
Error Type 1 for Old Oil. 76/11-77/02 77/03 

Error Type 3 for Old Oil. 76/05-77/02 

Correct 11 

:rncorrec t 11 

-31456 

31456 

Entitlements revenue of the company 
decreases by $497,004. 

Correct 11 15376 

Incorrect 11 = 15373 

En:t'itlements revenue of the 
increases by $23. 

company C 
;A; 

--------~~----------------------------------------------~----~-----------------------)) .,. -



Description of the Error 

Error Type 1 for Old Oil 

Error Type 3 for Upper Tier 

Error Type 3 for Old Oil 

Error Type 3 for Old Oil 

10330651 
-10309843 

-20208 
8 

10312935 
-10043164 

-269711 
7 

Converted b. for Crude Runs has the wrong 

sign! 

Table H-2 (continued) 

Month of Month of Effects of the 
Error Corrections Error 

76/08-77/02 Correct~ = -111 

76/11-77/03 

76/12-77/03 

77/02-77/03 

76/12-77/03 

Incorrect b. 111 

Entitlements revenue of the company 
decreases by $1780. 

Correct b. -67430 

Incorrect b. -68430 

Entitlements revenue of the company 
increases by $2579. 

Correct b. -20808 ::r: 
I 

Incorrect b. -20208 co 

Entitlements revenue of the company 
decreases by $4782. 

·correct b. -269711 

Incorrect b. -269771 

Entitlements revenue of the company 
increases by $511. 

Correct b. 

Incorrect b. 

1661 

-1661 

Entitlements revenue of the company 
Clecreases· by $296. 0 



Table H-2 (continued) 

Description of the Error 

Error Type 1 for Old Oil 

Erase Type 1 for Upper Tier 

Error Type 6 for Crude Runs 

Error Type 5. (Incorrect figures are used for 

the amended and the original figures for 77/05 

Crude Runs) 

Correct figures 

Incorrect figures 

Error Type 3 for Old Oil 

Original 

315534 

317930 

Amended 

318534 

315534 

1064661 
-1084515 

-19851 

Month of Month of Effects of the 
Error Corrections Error 

76/03-77/03 Correct 11 -5 

76/09-77/04 

77/05-77/06 

77/05-77/06 77/07 

75/08-77/08 

Incorrect 11 = 5 

Entitlements revenue of the company 
decreases by $78. 

Correct 11 -130 

Incorrect 11 = 130 

Entitlements revenue of the company 
increases by $315. 

Correct 11 = 135487 ;:::;:: 
I 

Incorrect 11 
\0 

= 136911 

c· 

t.r ,, 
·•- -· 

:r·\,; 
_,r-.... 
"-' 

./\: 

Entitlements revenue of the company C 
increases by $29,076. 

Correct 11 = 3031 

Incorrect 11 -2396 

Entitlements revenue of the company 
decreases by $392. 

Correct 

Incorrect 

= -19854 

= -19851: .. 

Entitlements revenue 
decreases by $23. 

., 
-I 



Description of the Error 

Error Type 2. (The Upper Tier t:,. 
divided by an incorrect DOOR.) 

Error Type 2 

Error Type 2 

Error Type 2 

Error Type 4 for Crude Runs 

is 

Table H-2 (continued) 

Month of 
Error 

76/03-77/08 

76/09-77/08 

76/04-77/08 

77/07-77/08 

77/07-77/08 

Month of 
Corrections 

Effects of the 
Error 

Correct converted/::,. 

Incorrect converted t:,. 

27174 

27176 

Entitlements revenue of the company 
decreases by $6. 

Correct converted /::,. -33713 

Incorrect converted/::,. = -33715 

Entitlements revenue of the company 
increases by $6. 

Correct converted 1:::. 

Incorrect converted 1:::. 

= 37036 

37038 

::c 
I 

1-' 
0 

Entitlements revenue of the company 
decreases by $6. 

Correct converted 1:::. 

Incorrect converted 1:::. 

-32480 

~32483 

Entitlements revenue of the company 
increases by $6. 

Correct converted 1:::. 

Incorrect converted 1:::. 

.:..103078 

~103559 

Entitlements revenue of the company. 
increases by $268. 

0 



Description of the Error 

·Error Type 2 

Error Type 2 

Error Type 2 

Error Type 2 

Error Type 2 

Table H-2 (continued) 

Month of 
Error 

77/07-77/08 

77/07-77/08 

76/09-77/08 

76/10-77/08 

76/11-77/08 

Month of 
Corrections 

Effects of the 
Error 

Correct converted ~ 

Incorrect converted ~ 

Entitlements revenue 
increases by $6. 

Correct converted ~ 

Incorrect converted ~ 

Entitlements revenue 
increases by $9. 

-27044 

-27046 

of the company 

= 41248 

41251 

of the -company 

Correct converted ~ = -240350 T 
...... 

Incorrect converted ~ ::;.. -240366 ...... 

Entitlements revenue of the company 
increases by $48. 

Correct converted ~ = -203236 

Incorrect converted ~ = -203251 

Entitlements revenue of the company 
increases by $45. 

Correct-converted~ = -123479 

Incorrect converted ~ = -123487 

Entitlements revenue of the company 
increases by $24. 

0 

~" 

·\~ 

~~. 

r-..: 
.. ---
~t 

-o 
. .l;.... . 



Description of the Error 

Error Type 2 

Error Type 2 

Error Type 2 

Error Type 2 

Error Type 2 

Table H-2 (continued) 

Month of 
Error 

77/12-77/08 

77/01-77/08 

77/02-77/08 

77/03-77/08 

77/05-77/08 

Month of 
Corrections 

Effects of the 
Error 

Correct converted ~ 

Incorrect converted ~ 

= -244024 

-244040 

Entitlements revenue of the company 
increases by $48. 

Correct converted ~ -345196 

Incorrect converted ~ -345219 

Entitlements revenue of the company 
increases by $69. 

Correct converted ~ .;..353210 -= ....... 
I 

...... 
Incorrect converted ~ -353233 N 

Entitlements revenue of the company 
increases by $69. 

Correct converted ~ -264074 

Incorrect converted ~ = -264091 

Entitlements revenue of the company 
increases by $51. 

Correct tonver ted ~ = -273896 

Incorrect converted ~ = -273914 

Entitlements revenue of the company 
increases by $54. 



Description 

Error Type 2 

Error Type 2 

Error Type 7 for Old Oil. 

Correct Original Figure: 1620340 

Incorrect Original Figure: 1642490 

Error Type 7 for Upper Tier. 

Correct Original Figure: 1,175,666 

Incorrect Original Figure: 1'175,105 

Error Type 6 for Crude.Runs 

< 

Table H-2 (continued) 

Month of 
Error 

77/05-77/08 

77/06-77/08 

76/12-77/08 

76/12-77/08 

76/11-77/08 

Month of 
Corrections 

77/11 

77/11 

77/11 

Effects of the 
Error 

Correct converted 6. -275333 

Incorrect converted 6. = -275351 

Entitlements revenue of the company 
increases by $54. 

Correct converted 6. 

Incorrect converted 6. 

= -187912 

-187924 

Entitlements revenue of the company 

c: 
. 
'·-

increases by $36. r;,; 

Correct converted 6. = 5759 t:d 
.,;-~ 

I 
1-' ,.M' 
w ""'"' Incorrect converted 6. = -16391 

Entitlements revenue of the company .t:... 
increases by $84,737. 

Correct converted 6. 

Incorrect converted 6. 

457 

14 

Entitlements revenue of the company 
decreases by $687. 

Correct converted 6. 

Incorrect converted 6. 

0 

218654 

Entitlements revenue of the company 
decreases by $471,571. 



Description 

Error Type 6 for Crude Runs 

Error Type 6 for Crude Runs 

Error Type 6 for Crude Runs 

Error Type 2 

Error Type 5 for Old Oil. The converted ~ 
is calculated incorrectly. 

Table H-2 (continued) 

Month of 
Error 

76/12-77/08 

77/01-77/08 

77/02-77/08 

77/08-77/09 

76/08-77/09 

. , 

Month of 
.corrections 

77/11 

77/11 

77/11 

Effects of the 
Error 

Correct converted ~ 

Incorrect converted ~ 

0 

-136242 

Entitlements revenuP of the company 
decreases by $285,578. 

Correct converted ~ 

Incorrect converted ~ 

0 

-97458 

Entitlements revenue of the company 
decreases by $215,167 

Correct converted ~ 

Incorrect converted ~ 

0 
...... 

15054 ~· 

Entitlements revenue of the company 
increases by $34,286. 

Correc't converted ~ 

Incorrect converted ~ 

-12197 

-12285 

Entitlements revenue of the company 
increases by $237. 

Correct converted ~ 

Incorrect converted ~ 

-18787 

-17787 

Entitlements revenue of the company 
decreases by $8,750 • 



Description 

Error Type 2 

Error Type 2 

Table H-2 (continued~ 

Month of 
Error 

77/08-77/09 

77/08-77/09 

Month of 
Corrections 

Effects of the 
Error 

Correct converted ~ -27960 

Incorrect converted ~ = -28161 

• Entitlements revenue of the company C:; 
increases by.$541. 

Correct converted ~ = -10968 

Incorrect converted ~ = -11047 

Entitlements revenue of the company ~
increases by $212. t\.: 

----------------------------------------------------------------------------------------------------------------------- c. 
Error Type 1 for Upper Tier 77/08-77/09 Correct converted~ = 195 

Incorrect converted~ = -195 

Entitlements revenue of the company 
increases by $1 ;173. .!: ... 

.. !:.::... 
~------------------------------------------------------------------------------------------------~--

Error Type 3 for Old Oil 5747 
-(-28555 

-22808 

The nature of the error was not discovered. 
A note in 77/09 indicates that this error 
has been corrected by DOE 

77/07-77/09 

77/09 

Correct converted b = 34302 

Incorrect converted~ =-22808 

Entitlements revenue of the company 
increases by $495,714. 

Correct converted b = unknown 

Incorrect converted b unknown 

Entitlements revenue of the company 
decreases by $788. 



Description 

Error Type 3 for Upper Tier -17792 
-29610 

47402 

Error Type 1 

Error Type 2 

Error Type 1 for Old Oil 

Error Type 1 for Upper Tier 

Table H-2 (continued) 

Month of 
Error 

77/07-77/10 

77/08-77/10 

77/08-77/10 

7 5/05-77/10 

77/02-77/10 

Month of 
Corrections 

Effects of the 
Errors 

Correct converted ~ 

Incorrect converted~ 

-47402 

-11818 

Entitlements revenue of the company 
decreases by $101,617. 

Correct converted ~ 1863 

Incorrect converted ~ -1863 

Entitlements revenue of the company 
increases by $32,602. 

Correct converted ~ -13790 :z: 
I ...... 

Incorrect converted ~ -13889 ~ = 
Entitlements revenue of the company 
increases by $247. 

Correct converted ~ -200 

Incorrect converted ~ = 200 

Entitlements revenue of the company 
increases by $2,956. 

Correct converted ~ -8848 

• Incorrect converted ~ 8848 

Entitlements revenue of the company 
decreases by $44,280. 



Table H-2 (continued) 

Description 

Error Type 5 for Crude Runs. (Original and the, 
amended figures are transposed on the worksheet.) 

Error Type 2 

Error Type 2 

Error Type 2 

Error Type 2 

Month of 
Error 

77/09-77/10 

77/09-77/11 

77/10-77/11 

77/09-77/11 

77/10-77/11 

Month of 
Corrections 

77/11 

Effects of the 
Errors 

Correct !J. 

Incorrect !J. 

-9516 

= 9516 

Entitlements revenue of the company C) 
increases by $41~63!. 

Correct converted !J. 

Incorrect converted !J. 

Entitlements revenue 
decreases by $26. 

Correct converted !J. 

Incorrect converted !J. 

Entitlements revenue 
increases by $121. 

Correct converted !J. 

Incorrect converted !J. 

-22735 

-22723 

of the company 

104791 ::I: = I 
...... 

104736 "'--

of the company 

= -725803 

-725419 

Entitlements revenue of the company 
decreases by $849. 

Correct converted !J. 

Incorrect converted !J. 

= -24733 

-22723 

Entitlements revenue of the company 
decreases by $28. 

l\; 

r····· 
~~· 

.!: 

r··· -.,...; 

r~ 
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Description 

Error Type 2 

Error Type 2 

Error Type 2 and Error Type 5 

Error Type 2 

Error Type 2 

Table H-2 (continued) 

Month of 
Error 

77/10-77/11 

76/02-77/11 

76/03-77/11 

76/04-77/11 

76/05-77/11 

Month of 
Corrections 

Effects of the 
Errors 

Correct converted f:!... 

Incorrect converted 6 

18930 

18920 

Entitlements revenue of the company 
increases by $22. 

Correct converted f1 

Incorrect converted 6 

24866 

24853 

Entitlements revenue of the company 
increases by $28. 

Correct converted.6 

Incorrect converted 6 

41587 

41565 

::X:: 
I 

........ 
co 

Entitlements revenue of the company 
increases by $22. 

Correct converted f1 

Incorrect converted 6 

= 37521 

37501 

Entitlements revenue of the company 
increases by $44. 

Correct converted 6 

Incorrect converted 6 

36705 

36685 

Entitlements revenue of the company 
increases by $44. 



Description 

Error Type 2 

Error Type 2 

Error Type 2 

Error Type 2 

Error Type 2 

TAble H-2 (continued). 

Month of 
Error. 

76106-77111 

76107-77 I 11 

76108-77111 

76109-77 I 11 

76110-77111 

Month of 
Corrections 

Effects of the 
Errors 

Correct converted ~ 

Incorrect converted ~ 

36475 

36456 

Entitlements revenue of the company 
increases by $42. 

Correct converted ~ 

Incorrect converted ~ 

Entitlements revenue 
increases by $42. 

Correct converted ~ 

Incorrect converted ~ 

Entitlements revenue 
increases by $23. 

Correct converted ~ 

Incorrect converted ~ 

Entitlements revenue 
increases by $55. 

Correct converted ~ 

Incorrect converted ~ 

= 

of 

of 

= 

of 

37273 

37253 

the company 

43110 ::c 
I 
I-' 

43087 \0 

the company 

47739 

47714 

the company 

41098 

41077 

Entitlements revenue of the company 
increases by $48. 

~i,j 

::P·· 
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' 
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Description 

Error Type 2 

Error Type 2 

Error Type 2 

Error Type 2 

Error Type 2 

Table H-2 (continued) 

Month of 
Error 

76/11-77/11 

76/12-77/11 

77/01-77/11 

77/02-77/11 

77/03-77/11 

Month of 
Corrections 

Effects .of the 
Errors 

Correct converted ~ 

Incorrect cortverted ~ 

48767 

48741 

Entitlements revenue of the company 
increases by $57. 

Correct converted ~ 

Incorrect converted ~ 

58278 

58248 

Entitlements revenue of the company 
increases by $66. 

Correct converted ~ 81033 :r 
N 

Incorrect converted ~ 80988 
0 

Entitlements revenue of the company 
increases by $100. 

Correct converted ~ 

Incorrect converted ~ 

= 55570 

55590 

Entitlements revenue of the company 
increases by $66. 

Correct converted ~ 

Incorrect converted ~ 

75815 

75775 

Entitlements revenue of the company 
increases by $88. 



Description 

Error Type 2 

Error Type 2 

Error Type 2 

Error Type 2 and Type 4 

Error Type 3 for Old Oil 

Table H-2 (continued} 

Month of 
Error 

77/04-77/11 

77/05-77/11 

77/06-77/11 

77/07-77/11 

77/11-77/12 

Month of 
Corrections 

Effects of the 
Errors 

Correct converted 6 

Incorrect converted 6 

74729 

74689 

Entitlements revenue of the company C: 
increases by $88. 

Correct converted 6 :: 93005 

Incorrect converted 6 = 92956 

Entitlements revenue of the company 
increases $117. 

Correct converted 6 = 76143 ~ 
Incorrect converted 6 76102 

N 
= ~ 

Entitlements revenue of the company 
increases by $90. 

Correct converted 6 = 80623 

Incorrect converted 6 = 80581 

Entitlements revenue of the company 
increases by $92. 

Correct converted 6 = 342 

Incorrect converted 6 -332 

Entitlements revenue of the company 
increases by $5,803. 

CJ 
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Table H-2 (continued) 

Description 

Error Type 2 

Error Type 2 

The calculation of the ~ was forgotten for 
Crude Runs 

Division by the .noo:q_ for the amendment 
month was omitted. 

Converted ~ for Crude Runs was subtracted twice 

Month of 
Error 

77/08-77/12 

77/08-77/12 

77/11-77/12 

78/01-78/02 

78/03-78/04 

Month of 
Corrections 

78/01 

78/05 

Effects of the 
Errors 

Correct converted ~ 45038 

Incorrect converted ~ = 45361 

Entitlements revenue of the company 
decreases by $706. 

Correct converted ~ 27062 

Incorrect converted ~ 27256 

Entitlements revenue of the company 
increases by $424. 

Correct converted ~ -316 :::z:: 
I 

N 

Incorrect converted ~ 0 
N 

= 

Entitlements revenue of the company 
decreases by $2,720. 

Correct converted ~ -2389 

Incorrect converted ~ -538 

Entitlements revenue of the company 
decreases by $3,531. 

Correct converted ~ -232 

Incorrect converted ~ -494 

Entitlements revenue of the company 
increases by $436 

r···'l 
~· .. ··"" 



Description 

Error Type 4 

Error Type 2 

Error Type 5 for Crude Runs 

Table H-2 (continued) 

Month of 
Error 

78/03 

77/12-78/04 

78/03-78/04 

Month of Effects of the 
Corrections Errors 

78/04 Entitlements revenue of the company 
increases by $316. 

78/05 

78/05 

Correct $ amount = -8996 

Incorrect $ amount = -7931 

Entitlements revenue of the company ~. 

decreases by $1065. 

Correct converted 4 = -1,085,000 

Incorrect converted_:A = .. 1,085,000 

Entitlements revenue of the company 
increases by $4,135,478. 

--------------------------------~~------------------------------------------~-------------------~ 

Error Type 4 for Crude Runs in correcting the 
above error 

Error Type 1 

78/03-78/05 

76/07-76/10 

78/06 

76/11 

Entitlements revenue of the company 
increases by $58,590. 

Correct A = 39405 
Incorrect A = -39405 

Entitlements. revenue of the 
company increases by $180,054. 
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40 27 2. L HiT 
41 2 H-25 

2. SMALL 
42 35 2. SMALL 
43 3 2. SMALL 
44 149 2. L UlD 
45 42 2. ~I ALL 
46 65 2. . ~ALL 
47 B2 2. SMALL 
48 ~1 2. SMALL 
49 94 2. ShALL 
50 107 2. SMALL 
51 119 2. SMALL 
52 132. 2. SHALL 
53 146 2. SHALL 
54 150 2. SMALL 
55 156 2. 9-IALL 
56 165 2. SHALL 
57 161 2. Si"IALL 
58 1ii3 2. SMALL 
59 124 2. SMALL 95.9 
60 31 1. L lNI> 
61 49 1 • L lND 
62 83 1. L lND 

63 102 1. L IND 
64 9 1. Sl·1.ALL 
65 12 1 • .SMALL 
66 40 1 • SMALL 
67 43 1. SNALL 
68 44 - 1 • SMALL 
69 97 1 • SMALL 
10 105 1 • SMALL 
71 108 1 • SMALL 
72 111 1. SHALL 
73 114 1 • SI•;/,LL 
74 117 1. Sl"lALL 
75 123 1 • SMALL 
76 133 1. SMALL 
71 152 1. SMALL 
78 155 1. SMALL 
79 167 1. Sl-iALL 
80 168 1. S11ALL 
61 171 1. SMALl. 
62 176 1 • .St'1ALL 
63 ., 1. L lNT 

84 147 1 • L lNT "1()0 

The number of Small Refiners that do not have an amendment 92 

The number of Large Independents that do not have an amendment 7 

The number of Large Integrateds that do n.,t have an amendment 0 

TABLE H-3 (continued) 



... 
H-26 

TABLE H-4 Dr<AFT 
RANKING OF AMENDERS F9R UPPER TIER OIL 

RANK COMPANY NUMBER OF STHA'l'P. CUNULATIVE .. 
ID NuHEER AMENDMENTS PERCENTAGE 

================================================================== 
1 116 59 L INT ·-In·-··-· 

2 135 55 L INT 19 

3 28 48 L INT 27 -
4 163 28 L INT -31 

5 74 27 SMALL 36 
6 161 19 L IND . 42 

7 151 19 L INT . 45 

& 91 18 L INT 48 

9 55 17 . SMALL 51 

10 120 16 SMALL 53 
11 32 16 L HiT 56 

12 58 15 L lNT 58 

13 139 12 .L lND 60 

14 29 -12 SMALL 62 
"15 170 12 SMALL 63 

16 , 141! 11 SMALL 65 

17 10_ 11 L INT 
18 11 10 SMALL 
19 98 8 SMALL 
20 143 8 SMALL 70.8 
21 52 8 L lNT 
22 -- 25 7 L IND 
23 14 7 St-1ALL 
24 24 7 SMALL 75.4 
25 26 7 SMALL 
26 57 6 SMALL 
27 160 6 SHALL 
28 51 5 SHALL 
29 65 5 SMALL 
30 66 '5 SMALL 80.7 
31 79 5 SMALL 
32 168 5 SMALL 
33 46 4 SMALL 
34 71 1j SMALL 
35 119 ,, SMALL 
36 132 4 SNALL 
37 183 4 SMALL 85.3 
3B 16 3 SNALL 
39 40 3 SMALL 
l:O 80 3 St-iALL 
41 156 3 Sl"JALL 
42 161 3 SMALL 
1!3 27 3 L INT 
411 95 3 L lNT 
45 11!9 2 L IND 
46 3 2 St1ALL 
47 35 2 Sf<! ALL 
1!8 44 2 Sl-lALL 
49 47 2 SNALL 90. 3' 

I! 
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-
50 73 2 SMALL 
51 87 H-27 2 SMALL 
52 93 2 SMALL 
53 107 2 SMALL 
51& 117 2 SMALL 
55 12J& 2 SMALL 
56 127 2 SMALL 
57 138 2 SMALL 
58 146 2 St-lALL 
59 150 2 SMALL 
60 152 2 SMALL 
61 157 2 SMALL 
62 165 2 SMALL 

E~ 7 2 L INT 
1J&7 2 L INT 

65 4 1 L IND 
66 30 1 LIND 95.2 
67 33 1 L IND 
68 J&9 1 L lND 
69 83 1 L IND 95.7 
70 102 1 L lND 
71 , 12 1 SMALL 
72 20 1 SMALL 
73 42 1 SNALL 
71f 53 1 SMALL 
75 63 1 SMALL 96.7 
76 82 1 SMALL 
77 85 1 SMALL 
78 92 1 SMALL 
79 94 1 SMALL 97.4 
80 105 1 SMALL 
81 - 106 1 SMALL 
82 108 1 SMALL 
83 111 1 SMALL 
8J& 114 1 SNALL 98.2 
85 121 1 SMALL 
66 122 1 SHALL 
87 123 1 SMALL 
88 0 130 1 SMALL 
89 133 1 SMALL 99.0 
90 . 1J& 1 1 Sl-1Al.L 
91 167 1 SMALL 
92 176 , SNALL 99.5 
93 177 1 SMALL 
9J& 178 1 SMALL 
95 179 1 SMALL 100.0 

The number of Sma~l Refiners that do not have an amendment 112 
The number of Large Independents that do not have an amendment 5 
The number of Large Integrateds that do not have an amendment 1 

TABLE H-4 (continued) 

DRAFT 



H-2G DRAFT 
TABLE H-5 

RANKING OF AMENDERS FOR CRUDE RUNS 

RANK COMPANY NUMSER OF STRATA CUMULATIVE 
ID NUHEER AMENDH£NTS PERCENTAGE 

++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++ 

1 135 !13' L lNT 9 

2 93 !12 SMALL 17 

3 151 34 L INT 24 

4 161 17 L IND 27 

5 121 17 SMALL 30 

6 116 17 L lNT 34 

7 7!1 16 SMALL 37 

8 58 16 L lNT 40 

9 52 15 L INT 43 

10 27 14 L INT 46 

11 29 13 SMALL 48 

12 ' 39 13 SNALL 51 

13 32 13 L INT 
1!1 144 . 11 SNALL 55.5 
15 10 11 L IN1' 
16 49 10 L IND 
17 44 9 SMALL 61.5 
18 170 9 SMALL 
19 25 8 L IND 
20 11 7 SM/.LL 66.2 
21 J&O 7 SMALL 
22 55 7 Sf>lALL 
23 182 7 SNALL 70.4 
24 68 7 L INT 
25 119 6 SHALL 
26 28 6 L lNT 
2.1 95 6 L INT 75.3 
28 31 5 L lND 
29 1!& 5 SHALL 
30 '26 5 St-1ALL 
31 66 4 SMALL 
32 67 4 SMALL 
33 91 4 SHALL 80.6 
34 33 3 L TND 
35 1.6 3 SNALL 
36 li6 3 S~·iALL 

37 69 3 St-:ALL 
38 80 3 SHALL 
39 82 3 SHALL 
l!O 1ll2 3 SMALL 
lll 1ll3 3 SM/.LL 85.ll 
ll2 155 3 St-!ALL 
ll3 160 3 SMALL 
114 171 3 SHALL 
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TABLE H-12 

STATISTICS FOR NORMALIZED DELTA 

FEBRUARY 1976 THROUGH.MAY 1978 

STRATill-1 STRATUH 
LARGE LARGE STRATUM 

OLD OIL· INTEGRATEDS INDEPENDENTS SMALLS UNIVERSE 

' 

Mean -.007 -.036 -.114 -.051 

Standard Dev. .043 .275 J.:.360 .849 

• 
No. of Cases 317 57 234 608 

UPPER TIER 

Mean -.001 -.017 .114 -.050 

Standard Dev. .057 .112 .850 .575 

No. of Cases 287 46 273 606 
. ···~ 

CRUDE· RUNS 

Mean -.005 .026 .067 .028 

-
Standard Dev. .027 .300 .486 .324 

No. of Cases 183 48 275 506 

.. 

Normalized Delta = Delta/~ (Amended Volume + Original Volume) 
i 

Di~FT 
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TABLE H-13 

EXTRE}lli POINTS FOR THE DELTA DISTRIBUTIONS 

AND THE NORMALIZED DELTA DISTRIBUTIONS 

LARGE LARGE 
INTEGRATED INDEPENDENT SMALL 
REFINERS REFINERS REFINERS TOTAL 

Old Oil 11 0 0 11 

Upper Tier 14 1 3 18. 

Crude Runs 5 2 0 7 

Universe 30 3 3 36 

Extreme Points for the Delta D~stributions 

LARGE LARGE 
INTEGRATED INDEPENIJENT SHALL 
REFINERS REFINERS REFINERS TOTAL 

Old Oil 0 0 2 2 

Upper Tier 0 0 23 23 

Crude Runs 0 1 15 16 

Universe 0 1 40 41 

Extreme Points for tue 

Normalized Delta Distributions 

Normalized Delta = Delta/~ (Amended Volume + Original Volume) 
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TABLE H-14 

STATISTICS FOR DELDATE (k - i)* 

FEBRUARY 1976 THROUGH MAY 1978 

Stratum Stratum 
Stratum Large Large 

Integrateds Independents Smalls 

10.032 .. 5.737 5.158 Mean 

Standard 
Deviation 7.023 4.842 5.313 

~ 

' 1 
Upper Tier I 

r 
• 

Mean ~.0.237 4.957 4.527 

Standard 
Deviation 7.148 4.536 4.797 

Crude Runs I 

~I 

Mean 7.071 6.08) 5.455 

Standard 
5.545 4.811 5. 734 Deviation 

k: amendment date 
i: original date 

Universe 

7.753 

6.661 

7.264 

6.634 

6.099 

5.625 

Deldate is the differePce between the month of amendments and the month of 
original submission: 

' I 
I 
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TABLE B-15 

AN EXAMPLE OF THE NORMAL CALCULATION 

OF A TYPICAL AMENDMENT CORRECTION 
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FIGUTlE H-1 DISTRIBUTION OF THE OLD OIL DELDATES* 
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*Deldate is the difference between the month of amendment and the month of original submission. 
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(cont'd) DISTRIBUTION OF THE UPPER TIER DELDATES 
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SAMPLE PLAN AND SAMPLE SELECTION: ENTITLEMENTS SYSTEM 

A. MAIN SAMPLE 

There are presently 180 refiners in the Entitlements System. Of 

these, 15 can be classified as large-integrated, 15 as large-indepen-

dent, and 150 as small. (Note that the latter two categories are not 
,., 

based on ERA classification.) The first 30 account for a very large 

percentage (80%) of all oil refined. Therefore they are most impor-

tant in assessing the overall validity of the data. Whenever 

possible, it is planned to investigate all 30 of these companies. 

There are many provisions of the Entitlements System, however, which 

affect only the smaller refiners. Therefore they must be adequately 

sampled too. A random sample of 15 has been chosen from this set of 

150. 

For sample selection, an alphabetical list of the 180 companies 

was used. This list is current as of August 18, 1978. The companies 

were numbered sequentially. Random numbers were generated by a 

programmable TI-58 calculator. The process was continued till 15 

numbers which did not correspond to any previously chosen companies 

(including the 30 large companies) had been generated. See Table I.l 

for the names of the companies in this sample •. 

B. SUBSAMPLE 

It was found out that accessing the data for the large main 

sample may sometimes require extensive time and resources. Further-

more, doing some of the contemplated detailed analysis (on all members 



of the main sample) would not be always feasible due to limited 

resources. Consequently, a smaller sample of 15 companies was drawn 

from the main sample. Five companies from each of the first two strata 

were randomly sampled, giving proportional weight to the company's 

capacity. A simple random sample of five companies was drawn from the 

third stratum, equally weighing the fifteen companies. The ~fteen 

companies in the subsample are identified by an asterisk on Table I.l. 
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TABLE I.l 

SAMPLE OF COMPANIES 

Large Integrateds Large Independents Small Refiners 

Exxon* Amerada - Hess* Cross 

Shell* Sohio* Canal 

Amoco* Ashland* Sage - Creek* 

Texaco Coastal Bayou 
•, 

Chevron Tosco Claiborne 

Mobil Kerr-McGee US - Oil* 

Gulf* Champlin* MacMillan 

Arco* Amer - Petrofina* US & So. - Amer 

Union Cor co Caribou 

Sun Murphy Mountaineer* 

Marathon Koch Edgington - Oil* 

Conoco Energy - Coop Bruin* 

Phillips Clark Gold king 

Citgo Crown Hiri 

Getty (and Skelly) Tenneco Shepherd 
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OIL INDUSTRY PRACTICES 1 

A. THE FLOW OF CRUDE OIL 

1. Introduction 

In order to understand the Domestic Crude Oil Entitlements 

System, one must understand oil industry practices. Especially import-

ant are industry measurement practices, since the quantities of oil 

produced can ~irectly effect the entitlement position. 

Virtually all crude oil is produced, gathered in storage 

tanks, then entered into pipelines or other transportation systems for 

delivery to refineries. The typical flow of crude oil is shown in 

Figure J-1. From the refinery, the crude oil is distilled into its 

components, and then marketed for sale to users. Some small quantities 

may be burned as fuel for lease or transportation purposes, or injected 

back into the ground. A small amount of crude is used as petrochemical 

feedstock. In addition, some crude oil may be lost through evaporation, 

spillage, or leakage. At each stage of the flow of crude from produc-

tion through final use, the entity which has custody of the oil will 

attempt to record it as accurately as required for taxation, ownership, 

and accounting purposes. 

2. Measurement Problems 

There are sever·al problems involved in the measurement and 

recording of crude oil. The first is that of defining the quality of 

the crude. Problems arise here because crude oil is a mixture of 

varying proportions of many chemical compounds. The value of the 
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Fig. J-1. The typical flow of crude oil. 
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crude oil differs for different combinations of chemical components. 

These chemical characteristics of crude oil, such as sulfur content, 

gravity and viscosity, must also be measured because the wellhead 

price differs depending on these factors. In cases where the crude is 

produced from a field where the chemical composition is known, subse-

quent production is not normally retested for chemical composition. 

However, in new fields, it is necessary to conduct such tests before 

the oil can be used downstream. 

The second problem involves the technical difficulties of 

precisely measuring the quantity of crude. Crude oil is measured in 

volumetric terms; however, the primary objective of volumetric 

measurement is to ,determine the mass of crude oil. The relationship 

between volume and mass changes with temperature; therefore, adjust-

ment must be made for temperature differences. The quantities of 

other substances (e.g., water and sediment) must also be measured, and 

in some cases netted out. Measurement of physical quantities is 

usually done with flow meters and other devices. Problems arise both 

from human errors in recording metered data and from meter inaccura-

cies. The metering process and sources or error is discussed in detail 

below, under the heading "Hetering, Ganging and Testing." 

Crude oil also has a third set of attributed which are not 

qualitative or quantitative, but rather are defined by its legal and 

regulatory status. Domestic crude oil may be classified as old, new, 

stripper, Alaskan North Slope (ANS), Naval Petroleum Reserve or 
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tertiary. This classification may depend solely on its place of ex-

traction from the ground, or additionally on historical levels of 

production from that lease, and possibly also on the method of recovery. 

While current ownership of a given volume of oil may be fairly easy to 

determine, identifying its past owners (and the consistency of its 

legal classification) is more difficult, precisely because that infor-

mation is historical information and of less interest to the entities 

involved in recording the current flow of oil. Further, the original 

regulatory classification becomes more difficult to identify as oil 

flows through successive owners. Hence verifying ,this attribute of 

crude oil may be extremely difficult, as compared to verifying its 

physical composition, volume or present ownership. 

In summary, crude oil has both physical and regulatory 

attributes. As it flows through the system to its final destination, 

it may acquire new regulatory attributes. At various stages in the 

flow, some of these physical and regulatory attributes will be 

observed and recorded. At each stage in the flow, the party recording 

the attributes will be most likely to record only those attributes 

present at that party's particular stage of the process. Attributes 

from past stages may be lost or ignored. However, some attributes 

observed at one stage give direct information as to past attributes. 

A description of the measurement and recording of physical and 

regulatory attributes of crude oil as it flows from source to destina-

tion follows. Knowledge these flows indicates the sources of informa-

tion about the crude oil at all stages in the system, as well as the 
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places where errors are likely, and how such errors can be detected 

and corrected. 

3. Definition of Crude Oil 

There is some discrepancy in the definition of crude oil 

'tvhich may serve to confuse measurement efforts. In Section 211.51, 

Title 10 of the Code of Federal Regulations (1977), crude oil is "a 

mixture of liquid hydrocarbons including lease condensate that exists 

in natural underground reservoirs and remains liquid at atmospheric 

pressure after passing through surface separating facilities."· 

However, in 10 C.F.R. Section 212.31 (1978) crude oil is defined as 

"a mixture hydrocarbons that existed in liquid phase in underground 

reservoirs and remains liquid at atmospheric pressure after passing 

through surface separating facilities ••• includes condensate recovered 

in associated or non-associated production by mechanical separators, 

whether located on the lease, at central field facilities or at the 

inlet side of a gas processing plant." 

We therefore have a discrepancy between the definitions of 

crude oil in Sections 211 and 212, arising primarily from the differ-

ence between lease condensate and condensate arising at the field or 

plant. Since a large portion of the condensate is recovered in field 

facilities, lack of a clear and consistent understanding and applica-

tion of a definition can lead to obvious misinterpretation or 

favorable interpretation situations. Still, the discrepancy is small 

in relative magnitude (less than 0.5 percent of domestic production), 
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and definitions of lease, field, and plant condensates can be found 

in 10 C.F.R. Section 214.21 (1978) and 10 C.F.R. Section 211.62 (1978). 

Having noted this slight inconsistency, it will be ignored 

for the remainder of this chapter, except where it infringes on the 

description of the measurement and recording procedures. 

4. Metering, Gauging, and testing 

In the previous two sections we have dealt with the physical 

and regulatory attributes of crude oil and possible problems arising 

from these attributes in accounting for crude oil. Since the accounting 

methods are designed to capture stocks and flows arising from physical 

stocks and flows, the physical measurement system dictates the struc

ture of the accounting data. This section details the flow of crude 

oil and the measurement practices that capture these flows for the 

accounting system. 

The first stage at which the flow of crude oil can be 

measured is when the oil is brought up from the ground. Production 

may be metered at this point either on a periodic or continuous basis. 

Metering at the individual well lease is normally carried out for 

production control purposes and only on a periodic basis. Well 

metering is not required for stripper properties (average of less than 

10 barrels per day per well) and often will be absent. 

The next measurement stage is at the lease separator. This 

device separates the crude oil from associated or dissolved gas and 
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any bottom sediment and water (BS&W). In the case where a separator 

serves several wells, a flow meter at the header of the system can be 

used to measure production from one well at a time. Measurement at the 

separator is normally done periodically. Such measurements are 

accurate to approximately 0.1 percertt. 

After gas has been separated from the oil and the oil has 

been treated to remove any BS&W, the oil goes to stock tanks which 

are commonly grouped in a tank battery. The tanks in a tank battery 

will vary in number and in size, depending upon the daily production 

of the lease and the frequency of pipeline runs. A battery may serve 

up to 60 wells or more. Often, but not always, these batteries will 

serve only one lease. The total storage capacity of a tank battery 

is usually three to seven days' production. In volume terms, this may 

be up to 75 million barrels. Individual tank capacities can vary from 

90 to 10,000 barrels. The tank batteries are arranged so that as oil 

is being run from one tank, the other tank can be filling with current 

production. 

Stock tanks usually have a bottom drain outlet for draining 

off BS&W. The inlet is at the top of the tank and the outlet about 

one foot above the bottom of the tank. This set up means that the 

tanks cannot be completely drained at any ttme. 

The most important measurements are those made after the 

oil reaches the lease storage tanks. Every volume measure!!lent 2s 

normally accompanied by a measurement of temperature. The tank 



J-10 

.. 
battery system may either be automatic or manual. The measurement 

process under each system is described in turn. 

Where oil storage is controlled manually the tank is fitted 

with a thief or guage hatch in the tank roof so the amount of oil in 

the tank can be determined with a steel measuring line. The thief 

hatch allows a device called a "thief" to be lowered into the tank: 

samples of oil are obtained to determine the BS&W content of the oil, 

its API gravity and temperature. 

Volumes gauged as above are measured. in linear feet (usually 

to the nearest 1/4 inch)? A pre-prepared table is used to convert 

height of liquid in the tarik to a measure in barrels. This table is 

computed from measurements of the dimensions of the tank, made before 

that tank battery is put into service. This measurement and prepara-

tion of the "tank table" is usually done by a third party (i.e., 

neither the producer nor the pipeline or other purchaser). 

Measurement of the volume of oil in each tank is usually 

made once every 24 hours and these measurements are entered in an 

oil-production report. Production is determined from beginning and 

end-period stock measurements and measurement of pipeline runs. The 

tank volume record is made primarily for production-control purposes. 

In addition to this daily measurement, when a tank of oil 

on a lease is delivered on "run" to a pipeline, tank car, or tank 

truck, the oil delivered is measured by gauging the height of oil in. 

'. 
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the tank before and after the delivery is completed. At that time, 

the oil is tested to determine its gravity, BS&W and temperature. This 

measurement is made by a gauger associated with a pipeline or other 

purchaser, and the lease operator will usually also be present. 

Lease tank batteries are fairly well standardized with 

respect to type, layout, and size of equipment and fittings employed. 

Even in older tank batteries, valves to regulate the flow of oil may 

be automatic. Newer type lease tank batteries will have a fully 

automatic unit called lease automatic custody transfer or LACT. A 

LACT system provides for the unattended transfer of oil or gas from 

the lease to the pipeline. The unit takes samples, records tempera-

tures, determines quality and net volume, eliminates any dissolved gas, 

recirculates improperly processed oil for re-treating, keeps a record 

for producing and accounting purposes, and shuts-down when something 

goes wrong. Surge tanks are used for protection against irregular 

flow. The LACT unit delivers directly to the pipeline as soon as 

fluids have been separated rather than waiting until a tank is filled. 

The advantages of LACT include a reduction in lease storage, increased 

operating efficiency and control and fewer opportunities for human 

error. 

For each sale or transfer to a pipeline or other transpor-

tation company all information regarding measurements, along with the 

terms of the lease, producer, and transporter, the number of the tank, 

the date, and other necessary data are recorded on the "run ticket", 
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which is then signed by both parties. The run ticket is the most 

important record on the lease, because it becomes the basis for all 

payments to the producer, royalty owners and to others with interests 

in the oil produced and delivered from the lease. 

It normally takes approximately 24 hours to empty a tank 

into the pipeline or other transportation facility. The transaction 

date is recorded as the date at which flow begins from the tank. If 

the tank flow extends over more than one month, the flow in the first 

month is recorded as one transaction and the flow in the second month 

is treated as a new transaction with a new run ticket. This procedure 

allows an end-of-month cut-off for accounting purposes. 

Crude oil is transported from the lease by pipeline, tanker, 

barge, truck and tank car. Of domestic crude oil which arrives at 

refineries, about 85% comes by pipeline, 12% by tanker and barge and 

the remainder by truck or railroad. We shall therefore concentrate 

on measurement of crude oil flows through pipelines. 

A tank battery will empty into a field pipeline. These have 

typical flow capacities of 10,000 to 20,000 barrels per day. They 

usually end at a terminalwhere a destination pipeline, going to 

refineries or ports, begins. About 65% of destination pipelines are 

regulated by the Interstate Commerce Commission as connnon carriers; 

the remaining 35% are company-owned and not regulated by the ICC. 

Company-owned pipelines may be intrastate and available to other com-

panies, in which case the state sets a transport rate. If they are 
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"dedicated" only to the company that owns them, there is no regulation. 

Destination pipelines have typical capacities of 75,000 to as many as 

1,500,000 barrels/day. 

The flow of crude oil through a pipeline is measured by a 

flow meter. While flow meters on the lease are "proved" (checked for 

accuracy) only periodically pipeline meter installations will typically 

have continuous proving equipment. This need for greater accuracy may 

be justified by the greater quantities flowing through the pipeline. 

The volume of oil is metered each time it enters or leaves a 

pipeline system. It is measured at various points within the system 

for control, inventory and other purposes. There is no direct infor-

mation on the details of measurement within these pipeline systems. 

In fact, the tracking of oil after it leaves the lease, up to the time 

it reaches the refinery needs further investigation. The description 

which follows is general and covers only one system. 

Integrated companies typically produce their own oil, or 

purcha·se it at the wellhead from other producers. The oil is then 

simply sent directly to their own refineries. In this case, records 

are easily centralized, and problems of tracking the oil do not arise. 

For example, Chevron's Western Division uses only a dedicated pipeline, 

and does not need to separate batches of oil ownership. However, if 

oil were moving through a common carrier pipeline, different owners' 

oil might be separated by using "plugs" (mechanical dividers) or 

radioactive tracers. The flow of oil on the pipeline will typically 
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be sampled to detect different batches. This detection may be based 

on dyes introduced into theoil, or changes in viscosity and gravity. 

When a change in type of oil is detected, the interfacing oil is stored 

in a holding tank until its ownership is decided. 

Among large companies, exchanges or sale.s and purchases of 

crude oil in transit in a pipeline are relatively infrequent. 

Typically, exchanges only take place with foreign oil transported by 

tanker for which problems of certification do not arise. Measurement 

of imported volumes m?y be less accurate than technically feasible 

be.cause unloading must be rapid to avoid tying up the tanker. The 

accuracy of such measurements is therefore only to + 2.5%. 
3 

In an integrated oil company, oil going from pipeline to 

refinery may only be metered by the pipeline department; the refinery 

may not independently measure the flow of incoming oil. The most 

important measurements undertaken by the refinery are measurements of 

stock in tanks. Each tank is gauged daily for refinery accounting 

purposed. Oil may also be metered for process control purposes as it 

leaves the refinery stock tanks. 

In summary, the physical measurement of crude oil stocks and 

flows takes place at several stages in the system. Volumes and/or 

physical and chemical characteristics of the oil maybe measured at any 

of these stages. The actual process of metering or gauging is unlikely 

to be a source of substantial error. However, maintaining regulatory 

characteristics of the crude oil through the various stages is somewhat 
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more difficult to monitor. For this reason it is necessary to examine 

the recordkeeping system and the related accounting and control 

processes designed to capture this information. 

5. Recording and Accounting 

As crude oil leaves the production stage and enters the 

transportation system, the document which records relevant data is the 

run ticket. The run ticket contains physical information on the batch 

of oil in that transaction. In addition, the seller's and purchaser's 

names are recorded. If the oil is subject to a multi-party contract 

transaction shares of each party will be noted on the run ticket. 

Typically, four copies of the run ticket will be made. 

These will go to (1) the purchaser's office, (2) the pipeline company 

or other transporter, (3) the pumper in the field and (4) the seller 

or property operator. Each time an actual exchange transaction is 

made, a new run ticket is prepared. All physical measurements recorded 

on the run ticket, are certified by representatives of both parties 

at the time the ticket is prepared. 

Once the crude oil is in the transportation network, the 

movement of crude oil is recorded by means of a tender of shipment, 

which is the counterpart of the bill of lading for railroads. The 

tender is addressed by the shipper to the originating carrier. Among 

other things, it specifies the quantity and quality of crude as well 

as the point of origin, destination and route. When accepted by the 

carrier the tender document becomes a contract. In practice, the 
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tender of shipment cover a total quantity of crude which is to be 

moved in batches over an extended period of time. When this practice 

occurs, it is necessary for the carrier to maintain a memorandum record 

of the individual and cumulative quantities received and delivered for 

each batch transported under a specific tertder. 

Actual deliveries from the transportation system are reported 

on delivery or transit receipts. The recording procedure for these 

documents is the same as for pipeline run tickets. Oil consumed within 

the system for fuel or other purposes is measured in the same fashion. 

Pipeline cpmpanies typically keep detailed internal records 

of all crude oil moved by them. Flow measurements and inventory 

measurements are made at several points in the transpor.tation system 

to generate these records. Dispatchers may be in contact with the 

pipeline stations through an intra-company communication system. 

Through this system, they can determine where each batch of oil is at 

all times; Stations and delivery points are kept informed of arrival 

times of specific batches of crude. There are, of course, problems 

with measuring quantities of crude oil in the lines at any given time 

because gathering lines may not be full o:r temperature corrections 

may be difficult to determine accurately, or for other similar reasons. 

Various estimation methods are used to overcome these difficulties 

so that reasonably accurate approximations of the quantities of each 

specific batch of crude.moving are obtained. 

Characteristics such as ownership may be fairly easy to 
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establish as well since it is noted on the run ticket. However, 

oil tier classification presents more problems. The classifications 

of crude oil as "old", "new", etc., typically depends on historical 

information about the field from which the oil is produced. The 

producer has 60 days to certify to the buyer the tier classification 

of the oil he sells. Large first purchasers will often do this for 

producers when the purchases is familiar with the history of the 

field. Computerized records of field history are maintained to 

facilitate this certification. Even if a large company is not a first 

purchaser, it may estimate the "tier-composition" of a particular batch 

of oil based on historical information about the oil received from a 

particular contract and lease. An alternative practice by some 

companies is to record all unclassified oil as old oil until certifi-

cation of the tier classification is received from the seller. 

When the oil has not been certified, the book entry for 

recording unclassified oil as old oil is made on an estimated basis. 

When the invoice arrives, with the certification of the oil on it, the 

estimate entry is reversed and the transaction is recorded at its 

actual classification. In some cases, though, even this entry may 

need later adjustment because invoices from a carrier may not have an 

official producers certification. In cases where the invoice certifi-

cation dif~ers from the producers, invoice information must be revised 

and an adjustment recorded. Indeed, in some cases producers' certifi-

cations may be in error. When revisions or corrections are received 

by the purchaser, adjustments to the accounting records must be made. 
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as a result, final figures on all purchased crude may not be known for 

several months. 

While companies attempt to estimate refinery requirements 

and enter into crude oil purchase contracts ahead of time~ sometimes 

spot purchases have to be made. Oil intended for one company may be 
;.\ 

diverted through a purchase or exchange agreement. Or crude oil may 

be purchased from resellers which exist specifically to meet such spot 

needs. Determining the ERA classification of oil in unanticipated 

transactions is more difficult since the ownership of the oil may need 

to be traced back through several exchange transactions. Estimates 

will often be made, with subsequent adjustments as the correct 

classification of the oil becomes known. 

Tier classification information required by the DOE is 

normally' centralized in the accounting department of larger companies 

rather than recorded on each run ticket or other document which 

accounts for the flow of oil. There is thus a divergence between the 

amount of information which is used for monitoring the movement of a 

particular batch of oil and that which is required for tier classifi-

cation. For example, a large integrated company's pipeline division, 

having physical custody, can determine the physical and chemical 

characteristics of a given batch of oil, determine who is the owner, 

perhaps which field it came from, but generally will know nothing of 

the ERA classification of that batch. This latter information is 

usually maintained somewhere else, based on initial run ticket data 

and historical information maintained in the comptroller's office. 
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Volumes and other characteristics are verified by a company which is 

the final recipient of any crude oil and compared with refinery and 

pipeline records. Verifying ERA classification is more difficult since 

the physical flow records must be related back to an historical record 

on the field or to a seller's certification. While physical flow data 

is necessary for production control purposes, tier classification data 

are required only for regulatory purposes. For this reason and because 

of the difficulties in gathering and maintaining tier classification 

data, it is likely that companies perceive this recordkeeping as 

burdensome. 
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B. MEASUREMENT STANDARDS 

1. Introduction 

This section discusses the development of standards for the 

metering of crude oil in the production and transportation stages. The 

API Manual of Petroleum Measurement Standards and other API standards man-

uals form the basis for meter accuracy standards and the limitations that 

may be expected to arise in actual metering applications. This section 

deals with the standard metering procedures recommended to the petroleum 

companies and may not be representative of the actual practices employed 

throughout the industry. 

In 1943 the API and ASME became interested in meter measurement of 

liquid hydrocarbons. These organizations monitored the design, research, 

testing and operation of positive displacement meters.a As concern grew 

about meter standards, it was agreed (by the API and ASME) that uniform me-

tering procedures should be developed for the industry. 

The API standards (first edition, 1960) define ,the acceptable approach-

es for achieving accuracy in meter measurement. Standard procedures are 

based on the theoretically attainable levels of accuracy; in practice, 

these procedures are often unrealistic and cannot be implemented. Most 

companies may not believe that the marginal payoff required to attain ad.,.. 

ditional accuracy is a practice worth the extra effort and expense that 

would be required. Existing legislation does not mandate close monitoring 

a See the Glossary. 
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of metering procedures. The Federal Energy Guidelines establish rather 

broad guidelines for measurement, and the only direct references to the 

measurement process are that adjustments are to be made for base sediment 

and water, and that measurements are to be adjusted to a standard 60° F. 

temperature. Rulings by the National Bureau of Standards are more speci

fic, and some of these rulings are listed in the API standards.a (One of 

them is included here as an example in Appendix J.) 

2. Need for Accuracy 

DOE and the petroleum industry share a need for accurately mea-

sured data on petroleum production, transportation, refining, and consump-

tion. While DOE's needs pertain to informational, regulatory, and policy-

making purposes at a national level, industry's needs pertain to accurate 

transfer of property and money, and management decision-making and control 

purposes at a micro or company level. In the large integrated companies, 

the need for accurately measuring and recording oil transfers between divi-

sions is necessary to fix responsibility for costs and for product as well 

as to provide management with necessary information to plan efficient oper-

ations and to match quantities on hand with market demands. 

In industry transactions, the degree of measurement accuracy is usually 

set by mutual agreement between contracting parties. In intracompany trans-

fers, accuracy requirements are set by company policy. Often individual 

companies prepare their own manuals of practice to produce metered measure-

ments that can meet the company's tolerance limits. Other times, the approach 

a See the Glossary. 
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to accuracy is specified by reference to common practice or established 

industry standards. Exchange agreements often clearly state that all 

gauging, sampling, and testing should be done in accordance with API 

codes. Industry. self-interest would provide reason to believe that the 

industry sets and follows standards that are as accurate as can be justi-

fied for the metering costs. incurred. Evidence supporting this suggestion 

in the form of a set of quotations from industry manuals and personnel on 

I 
the need for and the level of accuracy maintained is presented in Section 

C, Standards of Accuracy and Measurement. 

3. Limitations to Accuracy 

All measurement systems consist of parts that are subject to er-

ror. The variances of different measurements are potentially cumulative, 

so that the variance of the measurement system could be greater than any 

of its individual components. Accumulated errors could be larger than ex-

pected. 

Differences between metered quantities and actual quantities may arise 

·from three sources: (1) instrumentation errors, (2) human factors and (3) 

when metering is not continuous, sampling error. 

Instrumentation error occurs when the meter .misreads the quantity mea-

sured. Initially, meter accuracy is limited by the design specifications of 

the meter itself. Manufacturer specifications include details of meter ac-

curacy. However, operating conditions tend to wear moving parts in the me-

ter; thus, after some period of operation, ·accuracy decreases. The most 

obvious sources of meter instrumentation error are the initial meter design 
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and the condition of the meter. 

Meters are tested at various intervals and adjusted to correct readings 

if necessary. The testing process is referred to as meter proving. For any 

given metering operation, the more frequent the proving, the more accurate 

meter readings that may be expected. Of course, this relationship between 

frequency of proving and meter accuracy will only hold if the system for 

proving is itself accurate. In addition, if· the meter is proved under con-

ditions different from those under which meter operations occur, the proving 

process may be improper. 

If practica~ and necessary after proving, a meter will be adjusted so 

that readings will be accurate within acceptable tolerances. However, if 

due to condition of the meter or other causes, the meter cannot be adjusted, 

then a mathematical relationship is computed for the difference between 

quantities measured on the meter and actual quantities. The resulting 

"meter factor" is used to translate incorrect meter readings to correct ac-

tual quantities. 

Industry standards recommend that an ongoing quality control chart is 

Li 
kept for every meter, for each grade of crude oil read by the meter and 

over a range of flow rat.es encountered in meter operations. The two major 

influences on meter accuracy derived from the proving system are the pre-

cision and systematic error (if any) of the proving system. A quality 

control chart can be used to monitor changes in meter accuracy over differ-

ent proving systems or over proving intervals. 
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Another limitation to accuracy arises because not all meterings of 

crude oil are co~ducted continuously. Sampling is used to estimate gravi-

ty and BS & w, for the required adjustments for these items. Reference to 

sampling th~ory forms the basis for analysis of the effects of sampling er-

ror. For example, samples should represent as closely as possible the oil 

being tested. Systematic differences between the sample and the populati'on 

will generate improper extrapolation to the population. 

The most common sampling equipment is what's called a thief, which has 

the capability of "stealing" oil from any desired segment of the tank. Samp-

ling from one level in the tank will not indicate tank contents at another 

level. In addition, the user of sampling procedures also implies the exis-

t.ence of sampling variances which may be another source of error. 

After data are gathered in a metering system, they are usually.adjusted 

to eorrect for 

(a) variances in operating flow rates 

(b) meter case operating pressure 

(c) meter case operating temperatures 

(d) type of liquid ot liquids being measured 

(e) meter accuracy factors~ 

Erroneous calculations by meter readers or analysts may_ occur during this 

process. In addition, the data are recorded to a maximum accuracy of five 

significant figures. When two figures are combined, the resulting figure in-

herits inaccuracy from bcith figures. 
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figures is sampled rather than measured continuously, then statistical 

variance is introduced. 

Human error may arise in translating meter readings to actual 

quantities. For example, temperatures usually are not read more accu-

5 rately than to the nearest 0.1° F. The small effect of finer temper~ 

ature measurement is not captured in this measurement. In addition, if 

analog fast flow meters are used to measure the crude, data collection 

must make interpolations and approximations to translate meter readings. 

Human error may be significant in such a reading process. If, however, 

digital meters are used, the human error factor is related to the ad-

justment process alone, rather than to the approximation of analog 

readings. 
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C. STANDARDS OF ACCURACY AND MEASUREMENT 

This section lists examples of specific standard for accurate 

measurement," and quotations from independent sources on the meter 

accuracy of the reported data. In all references the importance of 

temperature and basic sediment and water corrections of every reading 

is emphasized. 

Standards: 

."Capacity of the volumetric prover shall not be less 

than the volume delivered in one minute through the 

meter to be proved." 6 

"The calibration is repeated until two successive 

readings agree within 0.02% of the proven volume. 

7 The average of two volumes is used." 

"Temperatures of the metered liquid are read to the 

nearest 0.1°F and API gravities to the nearest 0.1 

degree; pressures are determined with sufficient 

accuracy to minimize errors resulting from liquid 
Q 

compressibiiity." u 

"The meter accuracy or meter factor for each single 

proof and for the average of two or more proofs should 

9 
be calculated to the nearest ten~thousandth part." 
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"When proving turbine meters, total count for a proving 

run should not be less than 10,000 discrete pulses 

and preferably more so that the counter error of plus 

or minus one will become+ 0~01%." 10 

"Thermometer should'be suspended in the middle of the 

tank for at least five minutes, and should be read to 

11 
the nearest+ 1/2 degree F." 

"If the tank is larger than 5,000 bbls capacity, then 

three temperature readings should be taken at different 

12 
depths and the average should be used." 

"Depth of oil in tank should be measured to the nearest 

l/8th of an inch." 
13 

"The accuracy of the tape should be at least equal to 

l/8th of an inch per 100 feet at 60F, although no tape 

14 
corrections will be made for tank temperature." 

"The maximum level of nonmerchantable oil and water at 

the bottom of a tank should be a least four inches 

below the bottom of the outlet of the lowest measure-

15 
ment from which oil may be run from the tank by gravity." 

Independent sources: 

"Fast metering of tankers is accurate to + 2.5%."
16 

"Custody metering is expensive and time consuming, 

but is accurate to + 0.05%. n-17 

"I would guess the error due to metering is not more 

than o.i%."13 
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"Storage tanks can be measured accurately by checking 

the level of tanks. This measurement is accurate to 

1/8 inch (i.e., 100-150 bbls). 11.1 9 

"Small storage tanks can be measured to the nearest 

0.01 foot (i.e., 25-50 bbls) ."20 

"The six large companies we have interviewed all use 

the API/ASTM standards, and the measurement error is 

not more than 0.5%."·21 

"Large errors (up to 0.5%) are introduced if the API 

gravity at the observed temperature (rather than 

adjusted temperature) is used to determine the API 

gravity group of the oil, because this error may place 

the. oil in the wrong group. "·
22 

"It is industry practice to read the tape to the 

nearest 1/4 inch. "-23 

There are also some points worthy of note in the run 

ticket. 1.) The readings are taken to the nearest 

1/10 of a bbl. 2.) The readings are corrected for 

meter accuracy, API gravity, and temperature and BS 

& W measurements. 3.) Meter correction factor is 

accurate to four significant figures. 

One can note that different people have different ideas about the 

final accuracy of the data, since this final accuracy depends mainly 

on the complex setup and the characteristics of the different measuring 

systems. However all figures quoted here are very small. 
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MEASUREMENT OF PETROLEUM LIQU'D HYDROCARBONS BY PD METER 

NATIONAL BUfEAU OF STANDARDS 
CALI:2RATION OF 

LIQUID CAPACITY FIELD STANDARDS 
Graduated Neck Type 

DilAFT 

To be acceptable for test and certification by the National Bureau of 
Standards, liquid capacity field standards of the graduated neck type 
should be so designed and constructed that they arc sui table for their 
intended use. The Bureau reserves the right to decline to test any field 
standa::rd of this type which is deemed to be unsatisfactory in design, con
struction, or condition. 

•• 
Liquid capacity field standards of this type normally are associated 

with liquid petroleum products and are used ''to deliver.'' In order that 
the results of calibrations made at the National Bureau of Standards may be, 
as nearly as possible, directly applicable to this normal method of use, 
unless otherwise requested, capacity field standards of this type are 

. calibr.ated ''to deliver.'' Calibrations are m.q,de at 60°F., with a drainage 
period, after the main flow ceases, of 10 seconds for field standards of 
10 gallons and less, and 30 seconds for field standards above 10 gallons, 
and for meter provers. 

The API, ASME, ASTM, and other national groups have adopted 60°F. as 
the reference temperature for the measurement of petroleum and petroleum 
products. 

If, for a particular service, a different basis of calibration is 
requircc'l., a full description of the special requirements should be given 
in wri.ting e.t the time the standard is submitted. 

A National Bureau of Standards Certificate is issued to document the 
results of calibration of each liquid capacity field standard if the gage
scale can be so adjusted that the correction to the indicated capacity is 
not greater than one part in 2000 ( 0. 05%) • ANa tional Bureau of Standards 
Report is is.sued when the correction is in excess of one part in 2000, but not 
greater than one pa.rt in 1000 (0.10%). If the gage-scale cannot be so 
adjusted that the correction is within one part in 1000, the results of 
calibration are reported in letter form only. 

Attention is directed to National Bureau of Standards Handbook 45, 
Testing of Measuring Equipment, wherein testing procedures with liquid 
capacity f"i.P.ld s·~.andards are described in fu11. 

Effective March 2, 1953 

H. S . Be an, Chief, 
Capacity, Density and 

Fluid Meters Section, 
Mechanics Division 

FIG. 30. 
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NOTES TO APPENDIX J 

1. Appendix J is based on several interviews with ERA auditors at two 
large integrated companies, and company officials at one of these. These 
interviews are chronicled below. Details are contained in the interview 
notes. Further valuable information was obtained from the references. 

Interviews (conducted by LBL Personnel) 

Date 

July 12, 1978 

July 19, 1978 

July 21, 1978 

Aug. 2, 1978 

Aug. 8, 1978 

Aug. 24, 1978 

Sept. 5, 1978 

Sept. 15, 1978 

Sept. 15, 1978 

References 

Persons Interviewed Place 

Robert Boldt, Office of Special Coun-
sel, ERA San Francisco 

Robert Boldt, Office of Special Coun-
sel, ERA. San Francisco 

Virgil Pettimato, Al Terada, Valerie 
Hashemoto, Office of Special Counsel, 
ERA. Los Angeles 

Jim Detlefs, Craig Blaylock, Frank 
Navarro, Office of Special Counsel, 
ERA. Los Angeles 

Fred Howell, ARCO Dallas (by 
telephone) 

Earl Stubbs, Chevrol; Al Terada, OSC, 
ERA Concord 

John Lopez, Chevron; Al Terada, 
Jack McConnell, OSC, ERA Concord 

Wes Baker, Chevron; A1 Terada, OSC, 
ERA Concord 

John Lopez, Chevron Concord 

1) Primer of Oil and Gas Production, Production Department, API, 
300 CorriganTower, D~llas, Texas 75201, 6th printing, 1978 (3rd Edi
tion 1971). 

2) Petroleum Accounting Practices by Stanley P. Porter, McGraw-Hill, 
1965. 
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3) A Data-Base for Crude Oil Contract Accounting by Donald F. Cooper, 
unpublished graduate research paper, USC GSBA, January, 1978. 

2. Primer of Oil and Gas Production. 

3. Larry Burnley, retired Chevron Refinery Engineer. 

4. API Std. 2534, Measurement of Liquid Hydrocarbons by Turbine Meter 
Systems. 

5. API Std. 1101 Measurement of Petroleum Liquid Hydrocarbons by Pos
itive Displacement Meter. 

6. API Std. 1101, Measurement of Petroleum Liquid Hydrocarbons by 
Positive Displacement Meter. 

7. Ibid. 

8. Ibid. 

9. API Std. 2534, Measurement of Liquid Hydrocarbons by Turbine Meter 
Systems. 

10. Ibid. 

11. API Std. 2500, Measuring, Sampling, and Testing Crude Oil. 

12. Ibid. 

' 
13. Ibid. 

14. API Std. 2500. 

15. Ibid. 

16. Larry Burnley, retired Chevron Refinery Engineer. 

17. Ibid. 

18. John Murry of ERA. 

19. Larry Burnley. 

20. Kindle Report. 

21. Leon Hunt of the Kindle Corporation. 

22. Sample run ticket and an Exchange Agreement between two oil 
companies. 

23. Primer of Oil and Gas Production, Chapter 9, "Gaging and Switching." 



DRP-..FT 
K-1 

APPENDIX K 

COMPARISON OF PRODUCTION, FIRST PURCHASER, 

AND ENTITLEMENT SYSTEMS DATA 

FOR THE PERIOD OCTOBER 1976 TO MAY 1978 
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COMPARISON OF PRODUCTION, FIRST PURCHASER 
ANU ENTITLEMENT SYSTEMS DATA FOR THE PERIOD 

OCTOBER 1976 TO MAY 1978 

DRIJ..FT 

· The LBL Validation team made a significant attempt to reconcile dif-

ferences between nationwise Production, First Purchaser, and Entitlements 

data. The purpose of this section of the report is to give a brief sum-

mary of these efforts, showing the estimated rnagnftude of the errors, 

in which tiers they occur, and {possiblyJ: how they"can be corrected. 

There are three more or less independent sources for the data used 

in this analysis. The monthly production fit;ures were provided by EIA/ 

OED {formerly. Bureau of Mines') monthly Energy Data Reports from Octo-

ber 1976 to May 1978. The monthly first pu1chase totals were obtained 

from Report 1 which is based on the Pl24 Schedule H from october 1976 

to May 1978. The Entitlements Data carne frm:l. the adjusted monthly I'-102 

national totals released by the EIA for thl r, ti.rne period. The 20-month 

period which \o'e have chosen to examine is tt·e longest simultaneous per-

iod for which we had data for all three systems as of November 1, 1978. 

Straightforward comparison of the data is not readily accomplished 

for several reasons. One of these is that the First Purchaser and Enti-

tlements System report oil in tiers (Old, New, Stripper, Naval Petro-

leum Reserve (NPR), and Alaska North Slope 0il (ANS)), whereas the 

Production System just reports the total amount of oil produced nation-

wide, with no tier-by-tier breakdown. Navc1t Petroleum Reserve oil was 
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always reported as such by the Entitlements System, but prior to July 

1978, it is not clear where it was reported in the First Purchaser Sys-

tern. Since Alaska North Slope oil appears to have been reported com-

pletely erroneously in both the First Purchaser and Entitlements System, 

it has been left' out of this comparison. Production figures are adjusted 

(to f!1ake them comparable with the other two systetns) by subtracting the 
' 

amount of oil producedon the Alaska North Slope as reported by the State 

of Alaska. The results (in 1000 barrels/day) are shown for each month 

and system in Table K-1 of this report. 

At first glance, COFP is below Production by 113,000 barrP.ls per 

day and above Entitlements by 85,000 barrels per day. This 85,000 con-

si~ts of an excess of 173,000 barrels of old oil and 19,000 barrels of 

stripper, and a shortage of 58,000 barrels of Naval Petroleum Reserve 

oil and '•9, 000 haJ'rels of new oiL 

1. 160 smnll fJr st purdwsers report annually, thus never report 

volm,,,. s purchased (volumes are not required on annual schedules· 

in CCl•P). This results in ·an estimdred incompleteness of. 

1 24,000 bbls/day. 

2. 33,000.barrels per day of new oil ~4e doublecounted in Florida 

2 by the First Purchaser System. 

3. About 515,000,000 barrels of oil (36~ Old, 44% New, 20% Strip-

per) Wl::"re doublecounted during the period from October 1976 to 

December 1977 by one large first Purchaser. Over the 20-month 
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period this averages out to respective double~counts of 31,000 

barrels/day of Old oil, 37,000 barrels/day of New oil, and 

17,000 barrels/day of Stripper oil. 3 

4. 13,000 barrels/day of crude oil is used directly as residual, 

and 1,000 barrels/day as "distillate." The 14,000 barrels/day 

are included in COFP but not COE. This oil is estimated to be 

composed of about 7,000 barrels/day of Old oil, 5,000 barrels/ 

day of New oil, and 2,000 barrels/day of Stripper oil. 4 

5. From December 1977 to May 1978 about 4,845,000 barrels of Old 

oil was exported as Bunker Fuel, and thus reported in COFP but 

not COE. This amounts to an average of about 8,000 barrels/day 

over the 20-month period. 5 

6. Over the 20-month period, about 25,938,000 barrels of oil was 

exported from Northern first purchasers to Canada, and thus was 

reported by COFP hut not COIL This works out to nn average of 

about 43,000 barrels/day, estj_mated to be about 8,000 barrels/ 

day of Old oil, 22,000 barrels/day of New oil, and 13,000 bar-

1 /d f S . '1 6 re s ay o tr~pper o~ • 

7. In Tex.1s, about 23,000 barrels/day o·f Plant Condensate are 

7 
countt~ as Production, but not in the COFP or COE systems. 

8. 21,000 barrels of Naval Petroleum Reserve oil has gone unrepor-

ted throughout this period because of a misunderstanding. 



K.-6 
DRAFT 

9. Approximately .:>5,000 barrels/day of crude oil are used in the 

field for raising steam and thus escape COFP and COE. 

The systems are compared in tabular form (in 1,000 barrels/day) on 

the following page. To simplify the problem of comparison, we have se

lected Entitlements as the standard of measure. Therefore, production 

and First Purchase are adjusted in the table below to exclude oil not 

reported in the Entitlements System. 

Upon close inspection, it now appears that First Purchase is below 

production by 108,000 barrels/day and below Entitlements by 53,000 bar

rels/day when all known errors are corrected. This 53,000 barrels/day 

consists of an excess of 130,000 barrels of Old oil and a shortage of 

8,000 barrels.of Stripper oil, 37,000 barrels of Naval Petroleum Reserve 

oil and 138,000 barrels of New oiL 

To better understand the relationships h.!t:Ween the systems,please 

refer to Figure K-1 of this report. Initi.ally, X (K hbls/day) of oil 

were produced liaU.onwide (not counting ANS C>il): an amount (e) of it 

was never reported as produced, but the rest (X-e) was reported by the 

COPS. Most of this oil (X-a) was then purchosed by a first purchaser 

and reported, but some of it (a:) was either aever purchased or purchased 

and not reported. All of the (X-a) made its way onto the Pl24 form, but 

an extra amount (b) was also added to this number because of double

counting by purchasers. Now, after having b·~en purchased, most oil (X-c) 

goes to a refinery, but some (c) is used for non-refining users at a 

refinery or elsewhere upstream. All of the (X-c) should be reported on 
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PRODUCTION 
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System 
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on ERA-49 
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RELATIONSllll' BETWEEN COPS, CC1/P AND COE 

., 

DRAFT 

0 
Not Reported as 

Produced 

l· 

Purchase System 

Non-refinery uses 

Used at refinery, but 
not reported on P102 
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TABLE K-1 
UNITED STATES TlO~IESTICE CRUnE Olt MONTHLY RErORTS 
---(F.Xci.ui5'i.NGAils)-AS REPORTED BY 3 S'l'STD-IS 

In 1000 barrels/day 

Sources: 

PRODUCTION: ~TR from Department of Na\~ Data 
TOTAL = COPS total- State of Alaska ANS 
O,N,S = Old:, New, Stripper = TOTAL - NPR 

FIRST PURCHASES:. All data from Report 1 based on P-124 schedule B 

ENTITLEHENTS: All data from summary of adjusted nationwide P-102 totals. 

DATE PRODUCTION FIRST PURCHASES ENTITLEMENTS 

(~lonth). O,N,S NPR TOTA~ OLD Nh'W STR NPR TOTAL OLD NEW STR NPR 

OCT 76 7978 85 8063 4136 2741 1018 0 7895 4031 2761 1003 55 
NOV 7988 92 8080 4016 2945 1081 0 8042 3873 3095 1016 72 
DEC 7960 101 8061 4005 2910 1084 0 7999 3846 3068 1061 86 
JAN 77 7691 99 7790 3915 2838 982 0 7735 3696 2913 1005 86 
FEB 7958 109 8067 3935 2958 1053 0 7946 3907 3047 1051 89 
MAR 7895 127 8022 3924 2968 1087 0 7979 3593 3068 1075 104 
APR .7954 125 8079 3925 2933 1076 0 7934 3716 2982 iOlO 101 
MAY 7891 118 8009 3825 29.67 1104 0 7896 3704 2992 1043 97 
JUNE 7802 112 7914 3854 2920 1117 0 7891 3686 2940 1066 88 
JULY 7729 97 7828 3720 2912 1058 60 7750 3504 3009 1032 77 
,AUG 7662 96 7758 3598 3044 1106 76 7824 3511 2927 1127 105 
SEPT 7602 102 7704 3646 2903 1120 78 7747 3527 2901 1122 . 183 
OCT 7697 120 7817 3628 2970 1110 99 7607 3356 3064 1107 250 
NOV 7682 121 7803 3604 3018 1131 92 7845 3301 3033 1123 101 
DEC 7786 tor, 7890 3477 2977 1118 89 7661 3283 3061 ·1100 99 
JAN 76 7351 112 71,63 3417 2799 1039 

.. 
'JB 7353 3300 2942 1065 95 

FEll 7410 11'• 7',zt, 3166 2834 1129 ]02 7431 3259 2855 109~ 94 
MAl{ 7718 123 71!/11 3J'lti 2913 1196 110 7545 3207 21\90 1157 109 
AI' It 7862 123 7'1W> 32£.2 2927 1180 118 7457 3152 2910 116'1 lOll 
HAY 171•'1 ]2} 71l"/l J:i 1 r, 2956 1196 Ill, 75'>0 3012 29/i?. 1202 9'> 
----·-- -·-·--------- ·----- ---~ ----------- ·····--------------------~------------ --... 
AVG 7768 !10 711/B Jf,')(, 2922 1100 47 7765 3523 2971 10111 105 

TOTA_h 

7850 
8056 
8061 
7700 
8094 
7840 
780'9 
7836 
7780 
7622 
7670 
7728 . 
7777 
7558 
7543 
7402 
7303 
7363 
7351• 
7251 

7680 
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the P-102 (Entitlements) form, but some amount (d) goes unreported, 

leaving only (X-e-d) reported on the P-102. 

So, the reasons for the discrepancies are contained in the letters 

a, b, c, d, and e. Each of these variable can be subdivided into a 

"known" error and an unknown error using the adjustments from above. 

Thus let: 

a = 24 + 23 + 55 + a = 123 + a 

Where: 24 is the average 

24 is the avg •. (K bbls/day) of oil purchased by 160 small first 

purchasers who do not report monthly and thus do not report their 

volumes. 

23 is avg. (K bbls/day) of Texas Plant Condensate. 

21 is avg. (K bbls/day) non-reporting of ~WR nationwide. 

a is unknown nvg. (K bbls/day) of other oU not reported :i.n p;eriod. 

55 is avg (K bbls/clay) of Lease Oil. 

b = 33 + 8~ + B ~ 118 + B 

Where: 

33 is avg. (K bbls/day) known to have been doublecounted in Florida. 

85 is avg. (K bbls/day) of other doublecounting by a large company. 

B is unkncvn avg. (K bbls/day) of ther cloublecounting. 

c = 43 + 14 + 8 + .23 + y = 88 + y 

Where: 

43 is avg. (K bbls/day) Canadian Export. 

14 is avg. (K bbls/day) Residual and Fuel Oil nationwide. 
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TABLE K-2 Df.~i~F1-
CO~!PARISON 0" PRODUCTION. FIRST PURCHASER. AND ENTITLEMENTS SYSTEH 

PRODUCTiON FIRST PURCHASER ENTITLEMENTS ------
£t..~ NPR TOTAL 0 N s NPR TOTAL 0 N s NPR TOTAL 

AVG. 7768 110 7878 3696 2922 1100 47 7765 3523 2971 1081 105 7680 

Adjusted for: 

1) JncompJ.ctcness of frame 11 8 24 

2) Florida double-counting -33 -33 

3) Oth~r double-counting -31 -37 -17 -85 

:4) Residual nnd distillate 
-14 -14 -7 -5 -'-2 -14, 

5) Bunker fuel export 
-8 -8 -8 -8 

6) Canadian exports 
-43 -43 -8 -22 -13 -43 

7) Texas PlanL Condensate 
~23 -23 

8) NPR non-reporting 21 

9) !.ease Oil 

Correction 55 

-143 0 -143 -47 -89 -27 +21 -138 0 0 0 0 0 

762:i 110 773:i 3653 2833 107.3 68 7627 3523 2971 1081 105 7680 

-------

The n•nuiii'TR art· riow j n nn ensily comparahlc form. Variouu compnrisons wld c:h onl' nd ght: 

Total 01 J: J .... ,.,1-77Ti; COFPS-7677; COE-7680 

O.N,S combine·: Prod-7(>25; COFPS-755Y; COE-7575 

NPR Oil:. Prod--110; COFPS-68; COE-105 

Old Oil: COFPS-3653; COE-3523 
I 

New Oil: ----; COFPS-2833; COE-2971 

Stripper Oil: ----; COFPS-1073; COE-1081 
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8 is avg. (K bbls/oay) Bunker Fuel Exports nationwide. 

23 is avg. (K bbls/day) of Texas Plant Condensate. 

y is unknown avg. (K bbls/day) of other non-refining users. 

d = 0 

·Where 

o is unknown avg. (K bbls/day) refined but not reported. 

e = e: 

Where: 

e: is unknown avg. (K bbls/day) of other oil not reported to COPS. 

Now we know that (Production) COPS = X-e; (COFP) Pl24 = X-a+b and 

and (COE) P-102 = X-e-d, so we have the following three equations: 

1) 7878 X-£ 

2) 7765 = X-a+b X-5-a+S 

3) 7680 x-e-d - x-143-y-o 

which becomes 

1) 7878 ..., X-£ 

2) 7770 =: X+S-a 

3) 7825 = x-y-o 

Combining equations (2) and (3) yields: S+y+o-a= 55 

Combining equations (1) and (2) yields: S+e:-a= -108 

Of course, as anyone can see, we have 2 rquations in 5 unknowns which 

cannot possibly be solved uniquely. However. to the best of our know-

ledge, both y and £ can be reasonably assumed to be close to 0, leaving: 
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B-a - -108 

0 ;;; 53 

What the first equation implies is that even if there is no unaccounted 

for double-counting (8), the COFP system misses about 108 K bbls/day* 

from non-reporting. The system is correspondingly worse if double-

countlng does exist. 

· The second equation implies that on th~ average 53 K bbls/day of · 

oil brought to the refineries is not reported in the COE unless there 

is some other use we have not heard of. 

Overall, then, this means that even after accounting for known 

errors, the COFP is low by about 108/7878 or about 1.4{o and the COE is 

low by about 53.7878, or about 0.7% over the 20-month period~ Further 

investigation in.o the causes of these discrepancies is warranted. 

1'he1·e is a shortfall between COFP and COE of 53,000 hbls/day con-

sisting of an excess of 135,000 bbls/Jay of old o:U and a shortfall of 

R,OOO bbls/day of stripper, 37,000 hbls/Jay o Naval Petroleum Reserve, 

and 133,000 bbls day of ne'" oil. . Leaving aside the discrepancies in 

stripper and NPR ~il, there appears to be a recertification of at least 

133,000 bbls/d:r of old to new oil between COFP and COE--more than 1% of 

the total national volume. However; results are inconclusive because the 

*The main ·report concludes that there is an "unexplained difference" of 
153,000 hbl~/day. This discrepancy occurs because in ~he text of the re
port, jncompletcncss of the frame (24,000 bbls/day) and NPR non-reporting 
(20,000 bbls/day) arc regarded as possible sources of incofupleteness rath~ 
er than as known errors. Here, for the sake of simplicity, the distinc
tion has not been made. Thus, the main report·finds a shortfall of 1.7% 
in COFP while here the shortfall becomes 1. 4% due to ur1known causes. 
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discrepancies may be small enough to be drowned by background noise in 

the data series. 
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NOTES: 

1 
John Murray, ERA/OFR/DCOSA 

2 . f See Appendix I, Part 1, Crude Oil First Purchaser Dra t Interim 
Report. 

3
charles Little, ERA/OFR/DCOSA Table 2 of the Energy Data Reports, 
Petroleum Statement Monthly. 

4 
Sources are Forms FEA-Pl13, 320, 321, 322, 323; Bureau of Mines Forms 
6-1305-M, 6-1309-H; Bureau of Census publications IM 145, EM 522 and 
FT 900. 

5
Table 22 of the Energy Data Reports, Petroleum Statement Monthly. 
Sources are Bureau of Census publications EM 522 and FT 900. 

6 ,same as 5. 

7
Jim Diehl, EIA/OED/DGO. 

8 Same as 3. 

9
Average of several estimates from John Murray, ERA/OFR/DCOSA, Jim 
L~tta of Chevron, James Woods of the California Independent Producers 
Association and Donald Lindros of Union Oil of California. 
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APPENDIX L 

DCOE'S PROGRAM REFINERS MONTHLY REPORT 
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DEPARTMENT OF ENERGY 

DOMESTIC CRUDE OIL ENTITLEMENTS PROGRAM 
REFINERS MONTHLY REPORT ERA-49 

GENERAL INSTRUCTIONS 

I. PURPOSE 

o Form ERA-49 provides the means by which refiners 
report pursuant to 10 CFR 211 .. 66(h). 

o Form ERA-49 is designed to collect necessary data 
for each reporting refiner under·the provisions of 
the Domestic Crude Oil Entitlements Program (10 
CFR 211.67). 

II. WHO MUST SUBMIT 

o Form ERA-49 must be completed by all refiners of 
crude oil (domestic and imported) in compliance 
with the Mandatory Petroleum Allocation Program 
(Code of Federal Regulations, Title X, Chapter II, 
Part 211, Subpart (c) .paragraphs 211,66 (h), (i) 
and ( j) ) • · 

III. TO WHOM 

o Participants must submit Form ERA-49 and any 
attachments which may be required, in triplicate 
(original plus two copies), to: 

IV. WHEN 

Domestic Crude Oil ·Entitlements Program 
20th St~eet Postal Station 
Post Office Box 19326 
Washington, D. C. 20036 

o Form ERA-49: must be in receipt of DOE by the fifth 
(5) day of the second month following the month 
for which the report is filed. For example: June 
reporting data must be in receipt of DOE by August 
5th. 
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·0 

Adjusted crude oil receipts means, the crude oil 
rece1pts of a refiner for a particul~r month, 
which are adjusted to xeflect any invoi~e received 
in that month for domestic crude oil (including 
crude oil sold und~r buy-sell program (10 CFR 
211.65)) delivered to that refiner in any previous 
month (excluding months prior to November 1974). 
These adjustments to a month's reported crude oil 
receipts must have the effect of increasing or 
decreasing the previous month's volume ·of old or 

·Upper tier crude oil reported by that refiner under 
10 CFR 211.66(h). 

Howeverj these invoice adjustments m~y be made only 
in cases where previously reported volurn:e was based 
on either a prior invoice, or a gdod faith estimate 
based on the refiner's past experience as to the 
old and upper tier crude oil content of the domestic 
crude oil delivery to which the adjustment i~ to 
be made. 

Adjustment means, the receipt of an invoice of 
recertified etude oil previously booked in~o your 
account which results in a change to the volume 
and/or category as previously reported on the Pl02 
or the ERA-49 and a subsequent invoice to a 
reported volume based'on either a prior invoice 
ot a good faith estimate. A good faith estimate 
is a volume based on that refiner's past experience 
as to its composition for pricing purposes of 
domestic crude oil of the same origin. For the 
Form ERA-49 filing purposes, exclude adjustments 
prior to November 1974. 

Alaskan North Slope Crude Oil (ANS) means, crude 
011 transported through te Trans-Alaska Pipeline 
System. 

Amendment means, a resubmission of a previously 
filed report resulting from an internal company 
error. Do not file amended reports to adjust for 
subsequent invoices (see adjustment). 

Bureau of Mines East Coast Refining District 
means, the District o.f Columbia and th~ States 
of Maine, New Hampshire, Vermont, Mass·achusetts, 
Rhode Island, Connecticut, New Jersey, Dela~are, 
Maryland, Virginia~ North Carolina, South Carolina, 
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Georgia, Florida, and the following countries 
of the State of New York: Cayuga, Tompkins, 
Chemung, the following counties in the State 
Of Pennsylvania: Bradford, Sullivan, Columbia, 
Montour, Northumberland, Dauphin, York, and 
all counties east thereof. 

California ANS Oil Receipts, (Item 10, page 6) , 
means, crude oil transported through the Trans
Alaska pipeline and included in the crude oil 
receipts of that refiner that are physically 
attributable to refineries located in the 
State of California. 

California Heavy Old Oil means, crude oil produced 
in California with a gravity of 25.9 degrees 
API or below that is subject to (1) the highest 
posted price at 6 A. M., local time, May 15, 1973; 
plus (2) $1.35 per barrel; plus (3) 2 cents for 
each degree API gravity between 34 and 40 degrees 
API gravity; and plus (4) 3 cents for each degree 
API gravity below 34 degree API gravity, as fully 
explained in section 212.73. Note that California 
heavy lower tier receipts, (Item 9, page 6), include 
all California heavy old oil in a refiner's crude 
oil receipts, regardless of the location of the 
refinery that actually processess the oil. 

California Receipts Imported Oil, (Item 11, page 6), 
means, crude oil imported into California and 
included in the crude oil receipts of that refiner 
that are physically attributable to refineries 
located in the State of California. Crude oil 
imported into California by a refiner that is 
subsequently exchanged on a barrel-for-barrel 
basis for other crude oil (which is then processed 
by that refiner) shall not be included in this 
reporting entry by the importing refiner, but 
shall be so included by the refiner that processes 
the imported crude in a refinery located in 
California. 

Crude Oil Receipts means, as to a particular 
refiner, the volume of crude oil (a) booked into 
its refineries in accordance with accounting 
procedures generally accepted and consistently 
and historically applied by the refiner concerned, 
for tis own account or for the account of a firm 
other than a refiner, or (b) if not previously 
so booked into its refineries, delivered by that 
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refiner for its account to another refiner 
pursuant to a processing agreement with that 
other refiner. Crude oil receipts shall not 
include crude oil received by a refiner for 
the purpose of processing at its refineries 
for the account of another refiner. A 
particular crude oil receipt shall be deemed 
to have occurred when the related cost is booked 
into refinery inventory in accordance with 
accounting procedures generally accepted and 
consistently and historically applied by the 
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refiner concerned, whether or not such crude oil 
has been actually received by that refiner, except 
that crude oil delivered by one refiner to another 
refiner pursuant to a processing agreement will be 
deemed to have been delivered by the delivering 
refiner to the other refiner when the risk of loss 
passes to the other refiner under the particular 
processing agreement, or when the crude oil is 
received at the refinery of the other refiner, 
whichever occurs first. Crude oil which has been 
added by a refiner to its inventory and which is 
thereafter sold or otherwise disposed of with-
out processing for the account of that refiner 
shall be deducted from its crude oil receipts at 
the time when the related cost is deducted from 
refinery inventory in accordance with accounting 
procedures generally accepted and consistently and 
historically applied by the refiner concerned. 
The volume of domestic crude oil included in a 
refiner's crude oil receipts shall be evidenced by 
and consistent with invoices received with respect 
to such crude oil receipts. 

o Crude Oil Runs to Stills means, in the case of a 
ref~ner other than a petrochemical producer, the 
total number of barrels of crude oil input to 
distillation units processed by a refiner and 
measured in accordance with Bureau of Mines Form 
6-1300-M and, in the case of a petrochemical 
producer, the total number of barrels of crude oil 
input to processing units fer conversion into 
petrochemicals, and all other inputs to the distillation 
units qualifying under 10 CFR 211.67. 

o Entitlement means, for a particular month, the 
right of the refiner owning the entitlement to 
include one barrel of deemed old crude oil (as 
provided in 10 CFR 211.67(b)), in its adjusted 
crude oil receipts in that month. The issuance 
and transfer of entitlements shall be evidenced on 
records maintained by the DOE. 

o Navy Petroleum Reserves (NPR) means, that oil 
produced on any of four Navy reserve sites established 
by law. 
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New Crude Oil means, \vi th respect to a speD;&AFT 
property, (1) prior to F~bruary 1, 1976, the total · 
number of barrels of domestic crude oil produced 
and sold in a specific month, less (a) the base 
production control level for that month, and less 
(b) the current cumulative deficiency; (2) effec
tive February 1, 1976, the total number of barrels 
of domestic crude oil produced and sold in a 
specific month less (a) the property's ·base 
production control level for that month and less 
(b) the current cumulative deficiency since 
February 1, 1967; and (3) that the total number of 
barrels of domestic crude oil shall not in either 
period include any number of barrels not certified 
as new crude oil pursuant to the provisions of 10 
CFR 212.13l(a) (1) within the consecutive 2-month 
period immediately succeeding the month in which 

.the crude oil is produced and sold except where 
such recertification is explicitly required or 
permitted by DOE order, interpretation, or ruling. 

Synthetic Crude Oil means, the liquid hydrocarbons 
produced from deposits or sources which are located 
within the United States of oil shale, tar sands, 
coal, organic matter, or such other sources as may 
be designated by the Administrator of ERA through 
future rulemaking proceedings. For the purposes of 
this definition, the term "oil shale" means a fine
grained sedimentary rock containing insoluble 
organic matter that yields substantial amo~nts of 
oil when. heated. 

Old Crude Oil, means (1) prior to February 1, 1976, 
the total number of barrels of crude oil produced 
and sold from a property in a specific month, less 
the total number of barrels of new crude oil for 
that property in that month, and less.the total 
number of barrels of released crude oil for that 
property in that month; (2). effective February 1, 
1976,-the total number of barrels of crude oil 
produced and sold from a property in ~ specific 
month, less the total number of barrels of new 
crude oil for that property.in that month. 

Old Oil, means old crude oil 1 as defined in 10 CFR 
212.72, except that old oil included in a refiner•s 
adjusted crude oil receipts shall not include 
condensate recovered at the inlet side of a gas 
processing plant. 

o Other Domestic Oil means, crude oil that is not 
covered ~n the crude oil definitions as explained 
in lO·CFR 212. 
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o Refined Petroleum Product means, for the purposes 
of this form, gasoline, kerosene, middle distillate 
(including No. 2 fuel oil), LPG, lubricating oils, 
or diesel fuel. 

o Reporting Period means, for the purposes of this 
form, a calendar month. 

o Residual Fuel Oil means the fuel oil commonly 
known as (a) No. 4, No. 5, and No. 6 fuel oils; 
(b) Bunker C; (c) Navy Special Fuel Oil; and (d) 
other fuel oils which have a 50 percent boiling 
point over 700 degress F in the ASTM D-86 standard 
distillation test. 

o Stripper Well oil means, for the purpose of this 
form, crude oil certified as having been produced 
on a stripper well lease (a lease whose average 
daily production per well did not exceed 10 
barrels per day during any calendar year beginning 
after December 31, 1972). 

o Tertiary Oil means that oil which is produced 
under a qualified tertiary enhanced recovery 
project. 

o Upper Tier Crude Oil means, effective February 1, 
1976; new crude oil except that upper tier crude 
oil included in a refiner's adjusted crude oil 
receipts shall not include plant condensate, 
as covered in Section 212.72. 

VI. SPECIAL INSTRUCTIONS 

o Buy/Sell Crude 

Purchasers of Crude Oil under the Buy/Sell Program 
should include in their receipts on page one of 
the ERA-49 (1) the cost of the buy/sell crude in 
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the reported volume'· cost, and weighted average 
cost of imported crude oil if the crude is purchased 
on or after July 7, 1975, and (2) the cost by 
category of crude as certified by th~ seller, if 
the purchase is before July 7, 1975, and should 
include the receipts in oil oil (Page 2) and upper 
tier (Page 3). 

Sellers of crude oil under the Buy/Sell Program 
shcuid include in their receipts on page one of 
.the ERA-49 any reduction of crude oil receipts for 
crude oil sold under the Buy/Sell Program where 
(1) the reduction should be to imported oil at the 
weighted average cost of that refiners imported 
oil, even if domestic crude oil is delivered, 
where the date of sale is on or after July 7, 1975 
and the domestic oil is deemed to be retained by 
the seller and should be reported as receipts 
(page 1), old oil (paga 2) and upper tier (page 
3); or (2) ~he reductiort should be pro~rated to 
all crude categories based on the receipt volumes 
(page 1) as a percentage of the total receipts, 
regardless of the actual crude delivered, where 
the date of sale is before July 7, 1975, and the 
receipts of Old Oil (Page 2) and Upper Tier (Page 
3) should be reduced by the same amounts as Page 
one receipts. 

o EXCHANGES 

Volumes of crude oil exchanged away or sold 
pursuant to a matching purchase/sale transaction 
should be retained as a receipt for purposes of 
the ERA-49 by the refiner exchanging.away or 
selling such volumes. 

Example: Refiner A exchanges or sells 100 
barrels of old oil to Refiner B and 
receives, in return, 100 barrels of 
imported oil. Refiner A reports 
the 100 barrels of old oil for 
purposes of the ERA-49 and refiner 
B reports the 100 barrels of imported 
oil. 

The exchange volumes become a receipt ~or purposes 
of the ERA-49 where the refiner bocks the cost 
relative .to those volumes into its refinery inventory 
in ac~ordance ~ith its existing accounting procedures 
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if generally accepted, consistently and historically 
applied by the refiner concerned. When a refiner 
receives the exchange delivery prior to giving up 
its reciprocal exchange volume, provide an estimate 
of the volume and cost of the crude oil to be 
given up in the month of the delivery receipt and 
adjust volumes, if necessary, in the appropriate 
reporting period. 

Where a refiner exchanges away or sells domestic 
crude oil in a matching purchase/sale transaction' 
and receives in exchange or purchases foreign 
crude oil that is delivered for sale or processing 
outside the United States, that refiner must 
include the domestic crude oil exchanged away or 
sold by it in its crude oil receipts as of the 
date that the domestic crude oil was exchanged 
away or sold. 

These handling procedures also apply to firms 
other than refiners under the certification re
quirements of 10 CFR 212.131. It should be noted 
that the exchange situation described above is net 
provided as an all-encompassing explanation. 
Please refer to 10 CFR 211.67(g). 

Imported or Alaskan North Slope crude oil that is 
processed in refineries located in California will 
not be treated as described above for purpose of 
reporting such receipts on page 6 of the ERA-49. 
The receipt of such physical oil will be reported 
on page 6 and the refiner actually processing 
such oil in a California refinery will be subject 
to the entitlements penalty for such oil even 
though it may be deemed to be another category of 
crude oil under the exchange provisions above and 
is reported as the other category on page 1. This 
treatment does not apply to receipts of California 
heavy lower tier-crude oil reported on page 6. 

VII. FORMAT INSTRUCTIONS 

All volumes are to be reported in actual barrels. 
Volumes should be entered so that any unused 
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blocks are to the left of the number entered. Negative 
numbers should be entered·with the minus sigh in the 
block furthermost to the left, filling any extra blocks 
with zeros. Zero filling should not be done for positive 
numbers. 

A volume of negative 283,.124 barrels should be entered 
as: 

I-IOIOI218/3Ill2141 

A volume of positive 283,124 barrels should be entered 
as:. 

I I I /21813/112/41 

All weighted average costs should. be rounded to the 
nearest cent. 

A weighted average cost of $8.51 per barrel should be 
entered as: 

I 181.15/ll 

All total costs can be rounded to the nearest dollar. 

A total cost cf $8,436,024.57 should be entered as: 

I I I IBI41316IOI215I.IOIOI 

All company short names should be entered one letter to 
a block, beginning with the block furthermost to the 
left. Use hyphens, not periods, to fill blocks between 
words. For example: 

ISITIAIRI-IRIEIF/IINIIINIGI I I I 

Consult the Entitlement Notice for the proper company 
short name to be used. 

If more spaces are needed for any item than are av~il
able on the Form ERA-49, enter "See Continuation Sheet" 
under that item on the form. Prepare the item in its 
entirety on a separate page or pages. Number additional 
pages with the item number from the form. For example, 
continuation pages fer Item 3 would be numbered "3-1," 

•. 
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"3-2" and so forth. Be careful to include all entries 
on continuation sheets in the subtotals and/or totals 
requested on the form itself. 

Complete the blocks for Reporting Firm Short Name, 
Date of Report, and Report Period on the top of each 
page. 

VIII. SPECIFIC INSTRUCTIONS 

The refiner must complete each item of Form ERA-49 as 
specified below .. 

Item No. l. REPORTING FIRH IDENTIFICATION INFORHATION 

(a) In Item l(a), enter the name of the reporting 
firm. 

(b,c,d,e) In Items l(b) through (e), enter the complete 
address, including ZIP Code, of the reporting 
firm. 

(f,g) In Items l(f) and l(g), respectively, enter 
the name and telephone number, including area 
code, of an official of the reporting firm 
who can answer inquiries regarding this 
report and who may be contacted by DOE or 
other parties with respect to entitlement 
transactions. 

(h) In Item l(h), enter the reporting firm short 
name. The short name is the name as it 
appears in the official list of participants. 
If the reporting firm has not been assigned a 
short name, Item l(h) should be left blank. 
The DOE will assign a short name after the 
receipt of the first report. 

If there has been any changes in identification 
data since the last submission of this form, 
check the box provided 1in the upper right 
corner. 

(i) In Item l(i) check the block if the report 
filed is an amendment and indicate the 
number of the amendment on the line provided. 
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Item No. 2. REPORTING DATES 

(a) In rtem 2(a), ent~r the date on which this report 
is completed by year, month and day. For example, 
April 2, 1978, would be entered as "Year /7/8/, 
Month /0/4/, Day /0/2/." 

(b) In Item 2(b), enter the year and month for which 
this report is submitted. 

Item No. 3, CERTIFICATION 

o Enter the name and title of the individual designated 
by the company to sign the certification and the date 
of signing in the spaces provided on the form. 

Item No. 4, CRUDE OIL RECEIPTS 

o In lines 10109, 10119; 10209, 10219, 10229, 10239, 
102591 102691 102791 102891 102991 103091 

·o 

10319, and 19399, enter in Column (D) in the appro
priate category and line number, the actual barrels 
of crude oil receipts received for your account 
and received for processing for your account by 
other refiners for the reporting period. Enter 
the receipts processed at your account for non
refiners if an estimate of cost can be provided~ 

In lines 10109, 10119, 10209, 10219, 10229, 10139, 
10259, 10269, 10279, 10289, 10299, 10309, 
10319 and 10399, enter in column (E), in the 
appropriate category and line number, the total 
cost of the volume receiv~d and listed in column 
(D) . Cost includes any cost associated with the 
delivery of crude oil to the refinery, including 
transportation. Do not include prior month cost 
adjustment~ or the entitlement dollar effect. 
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In lines 10109, 10119, 10219, 10229, 10239, 
10259, 10269, 10279, 10289, 10299, 10309, 

or~A~=r 

10319, and 1039-9,··enter 1n Column (F) in the 
appropriate category and line number, the 
weighted average cost per barrel. This amount 
should be calculated by dividing the total cost 
in Column (E) by the total volume in Column (D) . 
When dividing, round out to the nearest dollar 
and/or cent. 

In line 10109, report the volume, cost, and 
weighted average cost all old oil including 
the California Heavy Old Oil. 

In line 10119, report the volume, cost, and 
weighted average cost of only California Heavy 
Old Oil which should be included in Old Oil 
(line 10109) and on page 6 (Item 9) of the 
ERA-49. 

In line 10259, report the volume, cost, and 
wieghted average cost of California ANS Oil 
(i.e., physical ANS Oil received into 

. refineries located in California) which 
should also be reported on page 6 (Item 10) 
of the ERA- 4 9. 

In line 10309, Column (D), enter the total 
volume in actual barrels, of imported crude 
oil received. during the reporting period. 
For refiners required to file transfer pricing 
report froms under 10 CFR 212.84, costs of 
imported crude oil shall be as reported on 
that form. 

In line 10309, Column (E), enter the total 
cost of the imported crude oil received and 
listed in Column (D) . 

In line 10309, Column (F), enter the weighted 
average cost per barrel of the imported' crude 
oil received and listed in Column (D). This 
amount may be calculated by dividing the total 
cost in line 10309 Column (E) by the total 
volume in line 10309, Column (D). 

In line 10319, report the volume, cost and 
wieghted average cost of California Imported 
Oil (i.e., physical Imported Oil received 
into refineries located in California) which 
should also be reported on page 6 (Item 11) 
of the ERA-49. 
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Item No. 5, OLD CRUDE OIL RECEIPTS DRAFT 
o In Line 20119, Column (C), enter the total volume 

of old crude oil, in actual barrels, received for 
your account at own refineries for the reporting 
period. 

o In line 20129, Column (C), enter the total volume 
of old crude oil, in actual barrels, received for 
processing at own refineries for non-refiners for 
the reporting period. 

o In lines 20131 through 20138, Column (A), enter 
the company short name of other refiners who 
received old Oil for processing for your account 
during the reporting period. Use the name of the 
refiner that appears in the official list of 
participants. Enter in Column (B) the volume of 
old oil, in actual barrels, received for your 
acco~nt by each refiner listed. 

o In line 20139, Column (C), enter the total volume 

0 

of old oil, in actual barrels, received for processing 
for your account by other refiners. This number 
is the total of lines 2013l(B) through 20138(B)" 
and any attached continuation sheets. 

In lines 20199, Column (D), enter the 
of old oil for the reporting period. 
this volume by adding the volumes in 
for lines 20119, 29129, and 20139. 

total receipts 
Calculate 

Column (C) 

Adjustments 

0 In line 20219, Column (C), enter the volume of 
total adJustments, in actual barrels, to receipts 
of old oil for your own account at your o~n 
refineries du~ing the reporting period. If the 
adjustment is negative, indicate with a minus 
sign in the left most position of the field 
and zero fill. Do no~ include correctibns 
resulting from internal errors. 
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o In lines 20229, Column (C), enter the volume of 

total ~dJustrnents, in actual barrels, to receipts 
of old oil for non-refiners at your refineries. 
If the adjustment is negative, indicate with a 
minus sign. Do not include corrections resulting 
from internal errors. 

o In line 20239, Column(C), enter the volume of 
total adjustments, in actual barrels, to receipts 
of old oil for your account at other refineries. 
If the adjustment is negative, indicate with a 
minus sign. bo not include corrections resulting 
from internal errors. 

o In line 20299, Column (D), enter the volume, in 
actual barrels, of the total adjustments in l~nes 
20219 through 20239. If the total adjustment is 
negative, indicate with a minus sign. 

o In line 20399, Column (D), enter the volume, in 
actual barrels, of the total adjusted monthly 
receipts fer the reporting period. Calculate this 
volume by adding line 20199, Column (D) to the 
volume in line 20299, Column (D). If the total 
adjusted monthly receipts are negative, indicate 
with a minus sign. 

Item No. 6, UPPER TIER OIL RECEIPTS 

o Those instructions detailed under Item No. 5, OLD 
CRUDE OIL RECEIPTS, also apply to Upper Tier Oil 
Receipts with the exception to the change in crude 
oil category and the first digit of line number. 
Please refer to Item No. 5 instructions when completing 
this Item. 

Item No. 7, RUNS TO STILLS 

o For'Own Account at Own Refineries 

In line 40119, Column (C), enter, in actual 
barrels, the total volume of crude oil processed 
for your account at your own refineries 
during the reporting period. 
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o For Own Account at Other Refineries 

In lines 40131 through 40138, Column (A), enter 
the company short name of other refiners whose 
refineries processed crude oil for your account 
during the reporting period. Use the company 
short name of the refiner that appears in the 
Entitlement Notice. In Column (B), enter for each 
refiner named the volume of crude oil processed, 
in actual barrels, during the repo~ting peiiod. 

o In line 40139, Column (C) enter the· total volume 
of Srude oil processed at other refineries._ This 
figure will be the total of lines 40131, Column 
(B) through 40138, Column (B), and any attached 
continuation sheets. 

o In line 40189, Column (D), enter the total volume 
of crude 011 processed, in actual barrels, for the 
reporting firm's own account. Calculate the total 
by addipg the volume in line 40119, Column (C) to 
the voiume in line 49139, Column (C). 

o For Non-refiners at Own Refineries 

In line 40129, Column (C), enter the total volume, 
in actual barrels, of crude oil processed f6r all 
non-refiners during the reporting period. 

o Exports of Refined Petroleum Products and Residual 
Fuel Oil 

In line 40159, Column (C), enter the total volume 
in barrels of refined petroleum products . (excluding 
refined lubricating oils and bunker C and Navy 
special fuel oils, which are sold for use as a 
marine fuel on a voyage departing from a U. s. 

· por.t, but including residual fuel oil) refined and 
ex~orted by you, or sold by you to a domestic 
purchaser certifying the product for export. The· 
effective inclusion date of residual fuel ~il in 
this item was April 1, 1976. Do not make corrections 
to reported volumes of residual fuel oil in this 
item if errors occurred prior to April 1, 1976. 
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Total Runs to Stills 

In line 49199, Column (D), enter the total volume 
of crude runs to stills, in actual barrels, during 
the reporting period. Calculate this volume by 
adding the volume in line 40119, Column (C) to the 
volume in line 40139, Column (C) to the volume in 
line 40129, Column (C) and subtracting any exports 
of refined petroleum products (excluding refined 
lubricating oils but including residual fuel oil), 
line 40159, Column (C). 

Volumes (excluding processing agreements) not qualifying 
for the Small Refiner Bias. 

In line 40399 Column (C) , enter the total volume 
of crude oil not qualifying for the Small Refiner 
Bias. Do not include processing agreement volumes. 

For Other Refiners at Own Refineries 

In lines 40141 through 40148 Column (A), list the 
company short names of other refiners for whom the 
reporting firm processed crude oil during the 
reporting period. Use the company short name of 
the refiner that appears in the Entitlement ' 
Notice. In Column (B), enter the volume of crude 
oil processed, in actual barrels, for each other 
refiner listed. 

In line 40149, Column (C), enter the total volume 
of crude oil processed, ln actual barrels, for 
other refiners. This entry will be the total of 
lines 40141, Column (B) through line 40148, Column 
(B) and any attached continuation sheets. 

o Total for Others 

In line 40179, Column (D), enter the total volume 
of crude oil processed, in actual barrels, for 
others by the reproting firm. This volume may be 
calculated by adding the volume in line 40129, 
Column (C) to the volume in line 40149, Column 
(c) • 

Item No. 8, RESIDUAL FUEL OIL (OPTIONAL) 

o This item is to be completed only by those reporting 
firms producing residual fuel oil for sale in the 
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BOM East Coast Refining District. The-provisions 
of 10 CFR 211.67(d) (4) do not apply to the first 
5000 barrels per day of resilual fuel oil production 
for sale in the BOM East Coast Refining District. 
However, reporting of volumes of less than 5000 
barrels per day is required. 

A. For domestic refiners that sell residual fuel 
oil in the Bureau of Mines East Coast Refining 
District, enter on Line 50199 the total 
volume of residual fuel oil sales in or into 
the B~reau 6f Mines East Coast Refining 
District during the reporting period. Do not 
include any production of residual fuel oil 
that was entered as an export in Part 7, Line 
40159. 

B. Enter on Line 50399 the average volume of 
residual fuel oil per day for sale in or into 
the Bureau of Mines East Coast Refining 
District. This volume may be calcualted by 
dividing the number of barrels on Line 50199 
by the number of calendar days in.the reporting 
period. 

. 
ITEM NO. 9, CALIFORNIA HEAVY OLD OIL RECEIPTS 

0 

0 

In line 60119, Column (C), enter the total volume of 
California heavy old.crude oil, in actual barrels, 
received for your account at·own refineries for the
reporting period. 

In line 60129, Column (C), enter the total volume of 
California heavy old trude oil, in actual barrels, 
received for processing at own refineries fer non~ 
refiners for the reporting period. 

o In line 60139, Column (C), enter the total volume of 
California heavy old oil, in actual barrels, received 
for processing for your account by other refiners. 

Adjustments 

0 In line 60219, Column (C), enter the volume of California 
heavy old adjustments, in actual barrels, to receipts 
of oil for your own account at your own refineries 

.. 

.. -



.. 
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during the reporting period. If the adjustments is 
negative, indicate with a minus sign in the left most 
position of the field and zero fill. Do not include 
corrections resulting form internal errors. 

o In line 60399, Column (D), enter the volume, in actual 
barrels, of the total adjusted monthly receipts for the 
reporting period. 

ITEM NO. 10, CALIFORNIA ANS OIL RECEIPTS 

o In line 61119, Column (C), enter the total volume of 
Californ~a ANS crude oil, in actual barrels, received 
for your account at own refineries for the reporting 
period. 

b In line 61129, Column (C), enter the total volume of 
California ANS crude o~l, in actual barrels, received 
for processing at own refineries for non-refiners 
fer the reporting period. 

o In line 61139, Column (C), enter the total volume of 
old oil, in actual barrels, received for processing 
for your account by other refiners . 

. Adjustments 

0 In line 61219, Column (C), enter the volume of total 
adjustments, ~n actual barrels, to receipts of California 
ANS crude oil for your own account at your own 
refineries during the reporting period. If the adjust
ment is negative, indicate with a minus sign in the left 
most position of the field and zero fill. Do not include 
corrections resulting from internal errors. 

o In line 61399, Column (D), enter the volume, in actual 
barrels, of the total adJusted monthly receipts for the 
reporting period. 

ITEM NO. 11, CALIFORNIA IMPORTED OIL RECEIPTS 

0 In line 62119, Column (C), enter ·the total volume of 
California imported crude oil, in actual barrels, 
received for your account at own refineries fer the 
reporting period. 
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o In line 62129, Column (C), eriter the total vollime of 

California imported crude oil, in actual barrels, 
received for precessing at own refineries for non
refiners .for the reporting period. 

o In line 62139, Column (C), enter the total volume of 
Calfornia 1mported oil, in actual barrels, received 
for processing for your account by other ~efiners. 

o ·In line 62219, Column (C), enter the volume of total 
adjustments, 1n actual barrels, io ~~ceipts of 
California imported oil for your ow.h account at your 
own refineries during the reporting period. If adjust~ 
ment is negative, indic~te with a minus sign in the 
left most position of the field and zero fill. Do not 
include corrections resulting from internal errors. 

0 In line 62399, Column (D), enter the volume, in actual 
barrels, of the total adjusted monthly receipts for the 
reporting period .. If the tOtal adjusted monthly receipts 
are negative, indicate with a minu~ sign. 
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