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CHAPTER 1.. ' INTRODUCTION TO THE HANDBOOK 

1.1 OBJECTIVES 

p i s  ~ L d b o o k  has been written to serve the following purposes: 

: C 

1. Inform and advise participants in the program, particu- 

larly the smaller, independent refiners, of how the program 
. , 

I operates and what is required of participants. Clear and 

straightforward language is used to explain regulatory require- 

. . . . ments with illustrative examples of how the program operates. 

2. Inform .businessmen, bankers, lawyers, and journalists of . '  
. . 

. how the program operates, and its impact,, on t h i  petroleum . . .  

. , industry G d  consumers. 

. . 
' , ' .3 .  . Rovide an unofficial reference document which will assist 

the Domestic Crude Oil Entitlements staff members to answer 

inqujriea from program participants and others associated with 
'-i- 

. . the petroleum industry. 
. . 

. . 4. Compile one comprehensive document which covers, 
explains and illustrates the essential operation of the entitle- 

ments program. 

I .  . I  

1.2 REQUIREMENT 

The need for an Entitlements Handbook to supplement FEA regulations . 
results from the complexity of, and past frequency of changes to, the 

regulations governing the operation of the entitlements program. Also, the - 
* 

regulations necessarily have a legal tone and semantic precision to document 

the requirements in the event of litigation. This does not result in ready 



comprehension of the regulations nor does it explain the - how or .the of 

requirements. The Entitlements Handbook is intended to fill this gap by 

providing; examples of &I requirements apply to  varied circumstancas and 

sample calculations that illustrate the program operates. Discussign and 

analysis. of the requirementi illustrate the quantitative relationships which 

explain why the requirements were established. 

1.3 APPROACH 

In order to achieve the objectives and meet the requirements for a 

divoroo audience, a biiilding block approach 'is used. Simple hypothetical 

examples are used to illustrate basic concepts and principles. Once the reader 

is familiar with basic concepts irrvolved, he or she can better comprehend the 

more complex, real-life examples which follow. Some material will be of 
. i ". 

interest only to' new refiners or non-refiners. In view of this fact, thl? material 
. .. 

is arranged so as to permit reading in any sequence or order, depending on'the 

level of knowledge or interest of the reader. Generally, an inductive process is 

used to explain the program elements, their relationship with each other and 

the overall effect of the interaction. 

1.4 CURRENCY AND REVISIO'NS 

This Handbook is current and consistent with FEA regulations as of June 

1, 1977. As program changes occur, the Handbook may be updated by periodic 

revision or supplements. 

1.5 USE OF THE HANDBOOK 

This FEA Entitlements Handbook is published for information purposca 

only and is not directive or authoritative. At any one time, Llre Handbook uay ,  

or may not, reflect current regulatory requirements. The information 

contained in the   and book in no way is to be construed as an, official 



interpretation of the Regulations, or a s  altering or modifying the authority and 
. . requirements of the FEA regulations, i.e., Title .10 of the Code of Federal 

Regulations. 

For "the legal requirements of the Regulations, reference should be , . 

made to the Regulations themselves, and FEA's published interpretations, 

rulings and decisions related thereto. 

1.6 EXCEPTIONS AND APPEALS RELIEF 

When compliance with the FEA regulations in a particular cask for an' 

individual firm or firms results in a serious hardship or gross inequity, the firm 

or firms have recourse to administrative procedures to seek relief. The FEA 

.has established administrative procedures and sailctions in ~ i t h  10, Code of 
. ,  . i  . 

Federal, ~ e ~ u l a t i o n s ,  Part  205. These administrative procedures and sanctions 

recognize that regulations cannot be written to  cover all segments of - t h e  

petroleum .industry in all possible situations and circumstances. m e r e  are 

several procedures which apply to specific types of relief required. Should a 

participant in the entitlements program believe that compliance with the 

regulations, 10 CFR, Part 21 1, causes a serious hardship or gross inequity due 

to  particular circumstances or conditions, that participant should refer to 10 

CFR, Part  205, to determine the specific relief and procedure appropriate to  

his situation. 

1.7 USER COMMENTS 

This F,E-A Entitlements Handbook was prepared t o  serve a large 

audience with varied levels of knowledge and experience relative t o  the 

operation of the entitlements program. At the outset, comments were 

solicited from selected individuals in the petrdeum industry on the proposed 

coverage and approach. Comments received generally concurred with the 



proposed coverage, but varied widely on the  approach from oversimplified t o  

overcomplicated. Particular concern was reflected over the  use of formulas t o  

explain .entitlement calculations and quantitative relationships. A concerted 

effor t  was made t o  verbally explain calculations and quantitative relationships 

in addition. t o  the mathematical formulas. 

The Handbook was intended t o  be a useful source of information which 

would help people t o  bet ter  understand the  enti t lements program. In the  

interest of this intent, user comments are solicited on how and where 

improvements can be made. Also, i t  is anticipated that  the readership will 

discover oversights, discrepancies and errors which require correction. User 

comments on improvements and corrections may be reflected in future 

revisions or supplements. Comments should be addressed to: 

Domestic Crude Oil ~nt i t lemdnts '&ogram 
. . 20th Street  Postal Station 

P.O. Box 19326 
Washington, D.C. 20036 



CHAPTER 2. BRIEF HISTORY AND BACKGROUND 

2.1 U.S. PETROLEUM RESOURCES 

Until the 1960's. the United States was essentially independent of ' 

foreign oil supplies. This nation produced and consumed more oil than any 

other country; i ts  domestic supply was plentiful and proven reserves were 

growing. Because of the availability, of less expensive imported oil, new 

exploration and development diminished and domestic production began to 

'decline after 1970. (See Graph 2.1-1) 

Declining supply, combined with a continued four percent (4%) annual 

growth ra te  in consumption, resulted i n ' a  dramatic rise in our. reliance on 

imported dil.. . '(see . Graph 2.1-2) Import dependency ha; grown from eighteen 

percent (18%) in '  1960 to about forty-two percent (42%) in 1976. Direct 

imports from OPEC now constitute about three-fourths of all imports, with 

Nigeria, Canada, Venezuela, Saudi Arabia and Indonesia supplying most of 'our 

imported oil. 

As a consequence of the 'Arab oil embargo and OPEC price increases, 

both domestic crude oil and imported crude oil prices rose dramatically during 

.the la t ter  part of 1973 and the first quarter of 1974. Although price changes 

have been more gradual since then, they continued to increase, The higher 

prices affected d l  pctrolcum products, ineluding motor gasolines, home 

heating oil, and residual fuel oil. The average retail price of gasoline has 

increased by about fifty percent (50%) since the onset of the embargo. 
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Graph 2.1-1 
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The higher oil prices experienced since the 1973 embargo have also had 

an important effect  on petroleum consumption. Domestic oil demand fell by 

four percent (4%) in 1974 and an additional 2.2 percent in 1975 - a reversal 

from the, trend in recent years. Had pre-embargo trends continued, demand 

would have been about three million barrels per day higher than i t  was in 1975. 

Although much of the decrease in demand was 'due to lower economic activity, 

significant reductions were a result of consumer response to higher prices. In 

1976, however, there was an upward trend in demand of approximately seven 

perccnt (7%) over 1975. 

The outlook for domestic oil supply is clouded with uncertainty. The 
extent and availability of domestic resources, Federal Outer Continental Shelf 

leasing policy, form and duration of oil price controls, success. of tertiary 

recovery techniques, and participation of State and Kocal governments will 

determine future production possibilities. 

In recent years, significant changes have occurred in domestic crude'oil 

production, reserves, imports, prices and consumption. This sectinn discuss~s 

the oil supply situation, the events leading up to it, and the short-term supply 

and demand outlook. The relevant historical perspective behi~ld these 

observaliulrv can be divided into two parts; the dividing wint i s  the Arab nil 

embargo of 1973. 

Bre-Embargo Period 

Three major factors shaped domestic oil supply from the Fifties to the 

early Seventies: 

1. Crude oil prices remained relatively stable (actually 

declining when adjusted for inflation). (See Graph 2.1-3) 

2. Conservation practices in major producing states held 

crude oil production well below full capacity unt.il.about 1970. 
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3. A large amount of inexpensive foreign crude oil 

overshadowed the world market; its import into the 

United States, however, was limited severely by mandatory oil 

. import quotas. 

These factors created a pre-embargo domestic oil supply situation with a 
. . 

number of important features: 

1. Oil drllllng declined otcadily afler 1999 fop two major 

reasons: decreased profitability of domestic production in 

mature producing weas (because of rising costs .and otable oil 

prices in the face of inexpensive foreign oil); and the lack of 

access to -Federal lands in frontier areas (OCS and Alaska). 
. % 

2. In response to decreased drilling, domestic oil reserves 

declined steadily after 1966 (except for North Alaskan reserves 

added in 1970). 

3. Until 1970, domestic production increased. After the 

1970 peak, d o m e s i i ~  production began to follow reserves .. 

downward. 

4. Meanwhile, domestic oil consumption increased steadily in 

the face of this production trend, reaching a pre-embargo peak in 

1973 s f  over 17 million barrels per day'(MMB/D). 

5. In turn, the widening gap between domestic oil 

consumption and domestic production was filled with increasing 

quantities of inexpensive oil imports. 



' 6. These growing U.S. : imports soon caused Western 

Hemisphere sources to reach their production capacities. 

. . .  
Afterwards, the importance of the W e s t e r n ~ e m i s ~ h e r e  began to 

decline as an increasing percentage of imports came from the 

Eastern Hemisphere. 

7. Finally, the makeup of the imports shifted from crude to 

products, as  a by-product of import quota exemptions in PAD I, 

environmental requirements for low sulfur fuel oil, and various 

incentives imbedded in.price controls. 

Post-Embargo Period 

The changes in the oil supply situation caused by the 19'13 Arab oil 

embargo were dramatic. They have caused a rethinking, a t  a high national 

priority, of the entire domestic energy situation. 

After 1973, the three major pre-embargo factors were no longer 

present;' they had, however, been .replaced by others: . 
,: 

1. Imports became expensive - up to $12 a barrel, excluding 

any import fees. 

2. In response, domestic crude oil prices increased sharpiy, 

on average from around $3 to over $8 nominally and Po nearly $5 

in constant dollars. 

These two .factors have been the major determinants of the oil supply 

situation, 1974 through 1976. with the. following significant features: 



1. Although price controls' remained in effect for "oldn oil, 

"newn oil sold a t  the wellhead at a free market price. This has 

: changed under the Energy Policy and Conservation Act (EPCA). 

2. For the first time in recent history, domestic demand 

declined, from a high in 1973 -of about 17.3 MMB/D, to a 1975 

figure of approximately 1.6.2 MMB/D, but then began increasing 

in 1976. 

3. Drilling activities for oil increased dramatically in 1974 

and again in 1975. As an indication, the active rotary rig count \ 

.in 1975 reached 1.877, the highest count since 1962.. 
; : 

. . 
4. . Federal leasing on the Outer Continental ,Shelf was 

programmed, but faced an uncertain future. 

5. IIigher prices stimulated consideration of tertiary 

processes to increase crude oil recovery. 

6. Demastic ~ i i i l e  uil yruducrion began to slow its decline in 

1975. 

The Present Situation 

The present oil supply situation is best characterizecl. by the following: 

1. The IJnitcd StdLws now imports more than forty-nine 

percent (49%) of the oil it consumes, i.e., crude oil plus 

petroleum product imports. 

2 . .  Price controls on domestic production have been in effect 

' since 1973. 



3. Proved reserves have been steadily declining since 1970 

(when nearly 10 billion barrels were added in North Alaska). 

4. Domestic production levels have been decreasing since : 
. . 

1970, but may decline more slowly in the future. 

5. Federal leasing of Outer Continental Shelf lands poses ari 

uncertain potential for increased supplies. 

6. Drilling effort for oil has been increasing since 1972, after 

.declining .for 15 years, 
. :  . , 

. . 
7. . . Domestic oil consumption declined from 1973 levels in 

1974 and 1975, but began increasing again in 1976. 

2.2 THE EMERGENCY PETROLEUM ALLOCATION ACT OF 1973 
. . 

As dramatic changes took place in the supply and demand situation for 

0.2, tRe Federal Government took a series of administrative and legislative 

actions to mitigate the impact of these changes on the U.S. consumer. At. the 

same time, efforts were initiated to formulate a National Energy Policy to 

cope with the changes and assure sufficient supplies of oil in the future at a ,  

reasonable cost.. The immediate problem was posed by the Arab oil embargo 

and the subsequent effective OPEC cartel pricing of crude oil. The longrange 

problem was how to assure a future, secure U.S. energy supply in the face of 

high d c m v d  for, and declining reserves of crude oil. . . .  



 he immediate problem was met with enactment of the Emergency 

Petroleum Allocation Act of 1973 (EPAA) on November 27, 1973. The purpose 

of the Act Gas to grant temporary authority to the President to deal with 

shortages of crude oil, residual fuel oil, and refined petroleum products and 

resultant dislocations in the national distribution' sys~tem. The authority 

granted was to h~ exercised in thc interest of minimizing the adverse impacts 

nf wrch nhortagoo or dislocatio~~s (m t h ~  Am6sican pcople and th l  rluut?sLi~ 

economy. Under the authority of the EPAA, regulations were promulgated 

which provided for the mandatory allocation of, and ceilltrg mikes for, crurlc 

oil, residual fuel oil and petroleum products. 

The .~esponsibility 'for implementing the provisions of the EPAA was 

assigned . t o  the Federal Energy Office (FEO) in December 1973. 'The 

Administrator of the FEO, was . delegated all 'the atithority vested in the. 

President by the EPAA. (NOTE: The FEO became the Federal' Energy 

~d'ministration (FEA) in June 1974 under the authority of the Fed~raI  Energy 

Administration Act (FEAA) of 1974, enacted in May 1974.) 

Early in 1974, the Federal Energy Office (FEO), under the authority of 

EPAA, took several steps to assure that crude oil shortages resulting from the 

Arab oil embargo did not have a disproportionate impact on small and 

independent refiners. FEO froze crude oil supplier/purchaser relationships 

that existed as of December 1, 1973. A Crude Oil Buy/Sell Program was 

established so that crude oil supplies would be distributed equally among 

refiners based on a national average supply-to-capacity ratio. The program 

initially called for shifting crude oil from refiners with supply-to-capacity 

ratios higher than the national average to refiners with lower than average 



supply-to-capacity ratios. Later, the program was changed to- provide for sales 

from major integrated oil companies to small refiners and to refiners with no 

significant ownership of p'roduction. Small refiners were defined as those with 

not more than 175,000 barrels per day of capacity, and independent refining . , , 

companies were defined as those receiving more than seventy percent (70%) of 

their refinery input in 1972 from unaffiliated crude oil producing companies. 

The BuyISell Program provided for the distribution of any shortfall in total 

.crude oil supplies so that small and, independent refiners were not 

disproportionately affected by import reductions. 

. . Neither the BuyISell Program nor the freeze of supplier/purchaser 
, . i  : 

relationships, , w a i  designed to assure refiners equal access to competitively- . . 
priced crude oil. ' A disparity.of costs to refiners, estimated by FEA to be as 

much as, $6 to $7 per barrel in August 1974 for all categories of crude oil, 

became a factor in the marketing of refined petroleum products after the Arab 

oil embargo ended. With crude. oil no longer in short supply, the marketplace 

for refined products became more sensitive to price considerations, and the 

viability of refining operations with higher than aPerage raw material costs. 

was threatened. The entitlements program was thus initiated to bring crude 

oil costs for all classes of refiners into alignment through a system of 

monetary transfers. 

2.3 THE ENERGY POLICY AND CONSERVATION ACT 

A national energy policy was developed in 1974 based on energy self- 

sufficiency for the U.S. by 1985, i.e., Project Independence. Self-sufficiency 

was to be achieved by increased energy supplies, i.e., oil, coal, nuclear and 

solar, energy conservation and dampening of energy demand by permitting 

price increases. This policy evolved through a series of studies and was 

modified by late ,1975. Complete self-sufficiency by 1985 proved to be an 



unrealistic goal and the national policy recognized that reliance on some ! 

. a  . . 

imported oil would be necessary through the year 2000. The modified policy . . 

placed more emphasis on energy conservation and reduced demand for 

petroleum products and natural gas by greater use of coal. 

The modified National Energy Policy was reflected in the Energy Policy 

and Conservation Act (EPCA) enacted in December 1975. 

There were two specific provisions in 'the EPCA which required significant 
. . 

. , ~ h a n h e s  in the entitlements program: 

1. The EPCA set the national weighted average price for all 

domestic cr~ide oil, both old and new, a t  $7:66 per ba re l ,  to be 

effective in February 1976. FEA implemented this price by 

adopting a two-tier price system for domestic crude oil. "Lower 

tier" applied to old oil which was similar to the existing d e s  

with an average price of approximately $5.34 per barrel. "Upper 

tierhapplied to new oil and resulted in a rollback in price to 

approximately $11.28 per barrel. The price rollback resulted in 

an increased differential between new, upper tier oil and 

i m p r  led oil In refiners' acquisition cost of approximately $1.60 

in February 1976. This cost differential required the FEA to 

revise the entitlements program to equitably distribute among all 

domestic refiners the cost advantage of upper tier crude oil aver 

imported crude oil in addition to the equitable distribution of 

lower tier crude oil. (For a more detailed discussion, see Section 

3.1.) / 



, '  2. The EPCA provided an. entitlement purchase exemption 

for the first 50,000 barrels per day for refiners with a capacity 

not exceeding l00,OOO barrels a day. The exemption was 

implemented by Special Rule Number 6 and was first applied to 

crude runs in October 1975. Small refiners with crude runs less 

than 50,000 barrels per day had no entitlement purchase. 

obligations. Small, refiner-buyers with crude runs greater than 

50,000 barrels per day were partially exempted froni entitlement 

purchase obligations. This provision proved to .be inequitable and 

Special Rule Number 6 was revoked, effective in April 1976. 

. .  . (For a more detailed discussion see Section 3.1.) 

2.4 SUMMARY 

While other legislation and Federal Governmental actions have 

addressed various aspects of the energy problem, the EPAA and the EPCA 

have specifically given shape and substance to the entitlements program. T6e 

FEA's authority to implement the entitlements program is based on Section 

4(a) of the Emergency Petroleum Allocation Act of 1973 (EPAA) which 

requires the FEA to regulate the mandatory allocation and pricing of domestic 

crude oil. The program was designed specifically to  address the Congressional 

mandate cuntained in Section 4(b) (1) (F) of the EPAA which requires "equitable 

distribution of crude oil, residual fuel oil, and refined petroleum products at 

equitable prices among all rcginns and areas of the United States and sectors 

of the petroleum industry, including independent refiners, small refiners, non- 

branded independent marketers, branded independent marketers, and among all 

users.' 

The existing system of domestic crude oil price controls which 

imple'ment the EPCA pricing provisions are scheduled to remain in effect until 

May 1979. It appears likely that the entitlements program will be necessary to  

provide some measure of crude oil cost equalization '& long as there are price 

controls that result in different costs of crude oil to refiners. 



CHAPTER 3. 

3.1 PROGRAM OVERVIEW 

This overview summarizes the history and significant features of the 

entitlements program. The program is detailed by a complex set of tegulations 

which are intended to mitigate the competitive distoztions in the pctrolcmh 

industry which result from regulation of petroleum prices. The program has 

been dynamic, both in terms of changes and of impacts on the petrolenm 

industry. There will undoubtly be more changes between now and May 1979 

when crude oil price controls are scheduled to expire. 

The Federal Energy Administration's Crude Oil Entitlements Program 
1 was first proposed in August of 1974 and went into effect in November of 

1974. The objective of the program was to achieve the equitable distribution 

of low-priced old crude oil among all sectors of the petroleum industry and 

assure that domestically refined petroleum products were sold a t  equitable 

prices in all regions of the United States. At the time the program began, 

there was a wide disparity between the refiners acquisition cost of controlled 

old oil, averaging $5.36 per barrel, and the acquisition cost of imported crude 

oil, averaging $1 1.90 per barrel. Small and independent refiners on the 

average were incurring significantly higher crude cost than the major 

integrated oil companies due to the small refiner's limited access to lower-cost 

old oil. The program was intended to prnvide all domestic refiners the cost 

benefits associated with access to supplies of old oil by, in effect, allocating to -- 
each refiner his proportionate share of the total domestic supply of old oil 

based on his crude runs to stills each month. 

- .-.- 

' ~edera l  R,egister, Vol. 39, p. 31650, August 30, 1974. . .- ' . . 



The entitlements program was implemented to achieve a specific 

measure of cost equalization for all crude oil acquired. Precise cost 

equalization was not the objective. The program intent was to equalize cost 

on the basis of the proportionate share of old oil and thereby eliminate any 

significant competitive distortions attributable to degree of access to lower- 

priced old oil. Individual refiner's acquisition costs for crude oil may still vary 

due to numerous other considerations, e.g., quality differentials, access to 

Federal Royalty Oil, transportation costs, and production participation. 

One featuie of the program specificall$ considers' refin& size 

kapacity) and relative economiesof scale. f h t  Small Refiner Bias (SRB) was 

. . 
designed to issue additional entitlements .to small refiner$ (with crude runs less 

, . than 175,006.' b;.&rrels per day), ihoeksel$ proportional' to the'ir daily a ierage  

.crude rims per day. The bias was based on the past benefits recei6ed by small 
. . 

refiners k d e r  the  ada at or^ dil Import P'rogram, to the implementation 

of the license .fee system, begun April 1973. The additional entitlements 

iesued to small refiners result in lower ciude cost 'to' offset relatively higher 

proce&ing costs than those incurred by large refiners. This cost offset is 

intended to allow small refiners to be competitively viable with major 

integrated and large independent oil companies in the marketplace. 

. . In order to achieve the desired' measiwe of cost equalization, the. 

program required an exchange of funds between'domestic refiners through the 

purchase or. sale of entitlements. One entitlement permitted the owner of the 

entitlement to include'one barrel of old oil in his adjusted crude oil receipts 

for that month. (Entitlements are conceptual; they are not certificates or 

. documents and do not result in physical transfers of crude oil.) Generally, a 

refiner who purchased low-cost, price-controlled crude oil must buy 

entitlements from a refiner who purchased high-cost, price-uncontrolled crude 

oil. 



Based 'on monthly data submitted by all refiners and.eligible firms 

participating in the program, FEA calculated which firms were required to buy 

entitlements &d which were required to sell entitlements and the number to 

be bought or sold by each .firm. The number of entitlements issued to 

participants was based on the monthly average supply. of old oil, which FEA 

also calculated from the data submitted. 

The monthly average supply of old oil, i s . ,  total old oil receipts 

reported, is divided by the total =rude runs to stills reported for that month to 

determine the National Old , Oil Supply Ratio (NOOSR). Each refiner's 

proportionate share of old oil was the same as the NOOSR relative to his own 

crude r k s  ts stills. For cxamplc?, if the NCIOSR = .4000,ithen eir&hrefiner1s 

proportionate share of old oil would equal forty percent (40%) of his crude 

runs, i.e., crude runs x ,4000. If a refiner had actually purchased more than his 

proportionate share of old oil, he would have to buy entitlement's, i.e., he had'a 

purchase requirement. If a refiner had purchased less, or no, old oil, he would 

have to sell entitlements; i.e., he had a sale requirement. The price of one 

entitlement was defined as the weighted average cost of uncontrolled oil less 

the average cost of old oil in dollars per barrel. 

In the first four months of phasing in the program FEA set the 

entitlement price slightly lower than calculated estimates. This deliberate 

shortfall in. entitlement price was designed to avoid placing a heavy cash flow 

burden on small refiner buyers of .entitlements at the outset of the program. 



FEA issued entitlements by publishing a notice in. the Federal Register 

on approximately the 10th day of the second month following the reporting 

month. For example, if volumes of crude oil were purchased and crude runs 

made in the month of June, the reporting month, they would be reported to 

FEA by the 28th of July and the entitlement notice would be published on the 

10th of August. Entitlement sales and purchases, or transactions, were to be 

completed by the end of August. For each refiner, the notice listed the 

number of entitlements issued, old oil receipts in barrels, and entitlements 

issued minus old oil receipts, which was the number of entitlements to be 

purchased or sold. If the differential was negative, i.e., old oil receipts 

exceeded the number.' of entitlements issued, then a purchase .'requirement 
. I '  

would result.,, I f  the differential was positive, i.e., number of entitlements *. .. 

issued exceeds old oil receipts, a sale requirement would result. 

The revenue from the sale of entitlements or the cost of the purchase 

of entitlements was applied, or "booked",. against crude purchase costs in the 

month in which entitlement transactions were completed. Thus, entitlement 

sales reduced crude costs and, under the applicable price regulations, resulted 

in lower allowable product prices. Entitlement purchases increased crude 

costs and, under the applicable price regulations, increased allowable product 

prices. The net effect was to generally equalize product prices nationally. 

In early 1974, prior to the implementation of the entitlements program, 
' 2 the Federal Energy Office (FEO) had instituted measures to assure crude oil 

supplies for small and independent refiners during the Arab oil embargo. 

Crude oil supplier/purchaser relationships were frozen as of December 1, 1973, 

and a crude oil buy/sell program was established to equitably distribute crude 

oil supplies among all refiners. These measures primarily assured access to a 

-- .--- --- 
 hefe federal Energy Office (FEO) became the Federal Energy ~ d m i ~ i s t r a t i o n  
(FEA) on June 27, 197P , '  
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supply of crude oil. There was some cost benefit associated with this 

allocation to the extent that volumes purchased were deemed to contain the 
. . 

same percentage of old oil a s  the seller's average percentage of old oil in 

inventory. Under the current buy/sell program, designated major integrated 

oil companies sell FEA allocated crude .oil to designated small and independent 

refiners upon request. That program did not, and does not now, provide any , . 

specified measure of cost equalization. . . 

I .  

As could be expected, a program involving, large transfers of funds 

(inirially an the Order 01 1UU million dollars month1.y). was the subject of 

challenges based on constitutionality and legality. Economic a .  regional 
. . 

political issues de.veloped and the program' evolved through a series of changes. 

Numerous exceptions and appeals were filed,, seeking exemptions from buying 

entitlements or the awarding of additional entitlements to sell. 

Initially, small refiner buyers were exempted under Special Rule Ng, 3, 

Imports of distillate and residual fuel oil were initially included to provide 

,partial entitlement benefits .to importers. Beginning in ~ e b r u a r ~  1975 product 

. .  imports were excluded 'when supplemental Import fees'were imposed. ~ f t e r  . 

removal of the supplemental import fees, beginning February 1976 residual 

fuel oil imported in Bureau of Mines .(BOM) East Coast Refining District was 

partially included in the program again. At the same time, domestically 

refined residual fuel oil sold in, or sold into, the B 0 M ' ~ a s t  Coast Refining 

District resulted in. reduced entitlement' benefits to offset the partial benefits 

awarded to importers. (See Section 3.5 for a brief discussion of these items.) 

The program was initially based on the premise of a two-tier pricing 

system, i.e., price-controlled, domestic old oil and' uncontrolled domestic and 

imported oil. It was assumed that the price of domestic uncontrolled oil would 

rise to the level uf lureign imported oil. This dld not occur, however, and 

domestic uncontrolled oil maintained a price differential of approximately one 

dollar per barrel below that of imported oil up to  the time of enactment of the 

Energy Policy and Conservation Act of 1975 (EPCA). 



The EPCA was enacted in December .of 1975 and placed price controls 
' ' 

on all domestic crude oil starting in February 1976. The weighted average 

price for lower tier (old) and upper tier (new) crude oil was set by that Act at 

$7.66 per barrel. The EPCA permitted this price to be increased ten percent 

(10%) per year (seven percent was allowed for inflation and three percent was 

allowed as an incentive to bcrease domestic production). In order to meet the 
. . 

average price ceiling, the price of lower tier'oil was maintained at the same 

level, while the well-head price of upper, tier oil was rolled back to 

.approximately $1 1.28 per barrel. This .ultimately resulted in a refiner's 

acquisition cost differential between imported oil and upper tier oil of 

.approximately $1.60 per barrel. 

In order to equitably distribute the cost advantages of both lower and. 

. . .upper tier crude 'oil. over imported crude oil, the entitlement program 

regulations were revised to accommodate, in fact, a tHree-tier pricing system; 

lower tier, upper ..tier, and imported crude oil. A "deemed old oiln definition 

was established which includes all old oil receipts plus a fraction of upper tier 

oil receipts. This fraction is the Deemed Old Oil Ratio (DOOR) and initially 

was about one divided by six, i.e., 0.17. This implies that six barrels of upper 

tier oil results in the same cost advantage as one batrel of old oil, re1ative;to 

the. weighted average cost,of uncontrolled crude oil. The DOOR is calculated. .. 

by the FEA each month by dividing the cost differential between uncontrolled 

oil and upper tier (new) oil, less $0.21 (in dollars per barrel) by the entitlement 

price for that month. The $0.21 per barrel deduction from the cost 

differential was designed to favor domestic over imported crude oil. 

. The National Old oi l '  Supply Ratio (NOOSR) was redesignated as the 

National Domestic crude Oil supply Ratio (DOSR). A refiner's proportionate 

sh&e of Deemed Old Oil (DOO) was equal to his crude runs multiplied by the 

DOSR. The proportionate share, i.e., entitlements issued, minus (algebraically) 

the DO0 receipts equals the number of entitlements to be purchased (-1 or sold 

(+). The revised program methodology distributed the benefits of lowest cost 

old oil and intermediate cost upper tier oil among all domestic refiners. In 

, . effect, crude oil cost equalization was achie;ved on the basis of national 

average cost data. 
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The .EPCA also provided an entitlement purchase exemption for the 

first 50,000 barrels per day for refiners with a capacity not exceeding 100,000 

barrels a day.. The exemption was implemented by Special Rule No. 6 and was. . . 

first applied to crude runs in October 1975. Small refiners with crude runs less 

than 50,000. barrels per day had no entitlement purchase obligations. Small 
. . 

refiner-buyers with crude runs greater.  than 50,000 barrels per day were . .  . 

part ia!!y exempted from entitlement put. cllase obligatloiis. The Special Rule 

was applied only to that number of 'entitlements which bears the same 

proportion to the total number of entitlements required to be purchased that 

50,000 barrela per d.ay bears to th,: average daily crude PWS tji the individl.l~l 

refiner.  entitlement purchase exemption relief for small refiners was 

previousl;- provided by exception relief and, to a limited degree, by the Small 

Refiner ~ i a s  which applied incrementally to both btyBrs and sellers of 

entitlements. The granting of exceptions to refiner-buyers was reviewed on a 

case-by-case demonstra! d need for relief. 

Special Rule No. 6 significantly increased the exemption relief, whereby 

approximately 45 refiners receivcd exemptions with a value of the order of 29 

million dollars each month, The FEA analyzed the impact of Special Rule Nu. . ' 

6 for October, November, and December, 1975, and determined that it was 

inequitable, created unfair competitive advantages, and was inconsistent with 

the objectives of the EPAA. In March 1976, FEA proposed a modification to 

the EPCA entitlement purchase exemption to limit the exsrnption tn the 

extent of a crude cost reduction of no more than one cent per gallon based on 

the volume of crude oil- run in a particular month. A public liearing was held 

and written comments were received in. the- proposed modification. After 

reviewing the statements and written comments, FEA revoked Special R.11le 

No. 6 and made an upward adjustment in .the Small Refiner's Bias for crude 

runs less than 100,000 barrels per day. The revocation of Spe~ia l  Rule No. 6 

and the amendment adjusting the small Refiner's Bias became effective in 

April 1976 upon expiration of the fif teen-day review period when meither 

House. of Congress disapprdved. . 



Further complications developed in the program because late and 

erroneous reporting resulted in a distorted NOOSR in the first ten months of. 

the program, November 1974 to August 1975. FEA recalculated the NOOSR 

'and entitlement purchaselsale requirements for all refiners and eligible firms 

participating in ' the ten-month period. FEA aggregated each refiner's and 

eligible firm's recalculated net purchaselsale requirement relative to those 

previously published in the entitlement notices for the ten months. A 

corregtion for the total net purchase/sale requirement for each refiner or 

eligible firm was prorated over an eight-month period, July 1976 through 

February 1977. The monthly prorated portion - of net purchaselsale 

requirements in dollars. was converted to a speciifc number of entitlements 

each month"to be bought (-1 or sold (+) as published 'in 'hi entitlement notice 

under the column heading, "10 Month Clean-Up". 

In July 1976, the FEA amended the entitlement regulations to include 

naphtha imported into Puerto Rico for use as a petrochemical feedstock as an 

eligible product. The volume of imported naphtha to be included in a refiner's 

.runs to stills for entitlement calclrlations was reduced by a factor computed to' , 

provide a per barrel dollar entitlement value, for each barrel of naphtha. 

imported, approximately eqiial to the cost differential between naphtha 

impoited into Puerto Rico and the imputed cost of domestic naphtha. Firms, 

other than refiners, owning petrochemical plants in Puerto Rico are also 

eligible to receive imported naphtha entitlements on the same basis. The 

amendment was effective for volumes of naphtha imported in May 1976, 'which 

were reported with June 1976 volumes. The inclusion of naphtha feedstocks 

under the entitlements program was considered necessary to alleviate the 

unique competitive disadvantages for Puerto Rico-based companies, due in 

large measure to domestic price controls, and to recognize the pre'-existing 

United States policy encouraging the construction of petrochemical facilities 

in Puerto Rico. 



In July 1976, the FEA froze the prices on domestic crude oil for a one- 

m ~ n t h ' ~ e r i ' o d  h order t o  correct for higher. prices, based on estimates, than 

permissable under the EPCA. The freeze was continued into December 1976 

and in January 1977, the price of upper tier crude oil was rolled back $ 0.20 

per barrel. In March 19?7, the price of upper tier crude oil was rolled back 

further by $0.45 per barrel. This price 'was 'projected to remain. in effect 

through July l Y ' / ' /  in order to mainbm the price levels permitted by the EIJ.'CA. 

In November 1976, the prices for stripper well crude oil and, Naval 

Petroleum Reserve (NPR) crude oil in the first sale were exempt from controls 

by 'congress.   or purposes of the entitlement program, stripper well and NPR 
. I .  

crude oils .are ..treated the same as imported. crude oil. For .purposes. of . . 
entitlement calculations, i.e., DOOR and entitlement price, the cost of 

imported oil is replaced ,with the weighted average cost of stripper well oil, 

NPR oil and imported oil, i.e., price-uncontrolled crude oil. That means that 

the entitlement price equals the differential between the weighted average 

cost of uncontrolled crude oil and old oil less $0.21 per barrel. 

In February 1976, the FPC.A rolled back domestic crul.e oil pices which 

further disadvantaged importers. The combined effect resulted in a relative 

cost disadvantage of approximately $3.00 per barrel for imported products. com- 

pared with domestic, products refined from the lower cost domestic crude oil. 

In f anuary 1977, the PEA held public heariigs and received written com- 

ments on Alternative Entitlement Program Adjustments for Imported Residual 

Fuel Oil. This action was part of a review of the.effect of the March 1976 

amendments to the entitlements program. ,Also, those amendments provided 

for so-called reverse. entitlements for domestic residual fuel oil sold in, or 

into, the BOM East Coast Petroleum Refining. District.. The proposed 



rulemaking considered alternatives which would eliminate the reverse 

entitlements and integrate a revised import fee structure into a comprehensive 

approach to the products entitlement aspect of the overall program. The 

proposed rulemaking is still under study, and amendments to the product 

entitlement regulations (and possibly the Mandatory Oil Import Program) have 

not been issued. 

In February 1977, the FEA issued Special Rule No. 8. This Special Rule 

provided for the issuance of entitlem'ents for imports of NO.' 1 and No. 2 

heating oil into Petroleum Administration for Defense (PAD) Districts I 

through IV in the months of February and March 1977. (Imports from the U.S. 

. Virgin Islands were excluded.) The entitlement value for No. 1 and No. 2 

heating oil was fixed.'at two dollars and ten cents ($2.10) per .barrel. The 
. .  I ' 

Special ~ u i e  was intended to assure adequate supplies of heating oil in 
. . 

anticipation of heavy demand due to the cold weather. Supply shortages did 

not develop and the Special Rule expired a t  the end of March 1977. 

In April 1977, the FEA published an amendment to the regulations, to be 

effective in June 1977, which eliminated Small Refiner Bias entitlements for 

volumes of crude oil run at another refinery under a processing agreement. .. 
Small Refiner Bias entitlements were retained for crude runs attributable to a 

processing agreement with non-refiners. 

Also in April 1977, the FEA published amendments to the entitlement 

regulations which were incident to the initial acquisitions of imported crude oil 

for the Strategic Petroleum ~ e s e r v e  (SPR). The amendments provide for the ' 

.issue of entitlements to fiims selling imported crude oil to the Federal . \ 

Government for storage in the SPR. Volumes of imported crude oil delivered 

t o  the SPR are considered as if they were runs to stills for entitlement 

purposes; i.e., the imported crude oil volume delivered multiplied by the 

bomesiic Oil Supply Ratio equals the number of entitlements issued. .This 

procedure reduces the Federal Government's acquisition cost by the same 

amount as for any domestic refiner. . . 



Under these procedures, the Federal ' Government pays the contract 

price, less $3.00 per barrel, upon acceptance of crude oil delivered to.the SPR. 

Sellers then report volumes sold to the SPR for inclusion in the entitlements 

program. Such sales will be reflected in the entitlement notice published in the 

month following delivery to, and acceptance for, the SPR. Revenues from 

entitlement sales (or from a reduced purchase requirement). are applied against 

the $3.00 per barrel balance due. Any shortfall between the.  per barrel 

entitlement value and the ,$3.1)(3 balance will be paid by the Federal 

.Government by the end of the month in which the entitlement notice is 

published. Far cost accountklg purposes, entitlement ievenuc as a result of 

sales to the SPR is separated from other entitlement transactions and is 

applied only to. those volumes of .imported crude oil sold to the SPR.in order to 
. : , ~ 

realize a porkion of the $3.00 balance due: 
. .. 

Solicitations for the acquisition of the first ten million barrels of crude 

oil for the SPR are limited to imported crude oil. This acquisition is scheduled 

to take place between July and December 1977. At the time of this writing. 
the FEA is contemplating further amendments to the regulations which will 

provide for the purchase of domestic crude oil for 'the SPR in subsequent 

procurements. 

3.2 PARTICPATTON IN THE PROGRAM 

All domestic refiners and importers of eligible products are required to 

paticipate m the entitlements program. Refiners and importers are required 

to  submit monthly reports which provide the data neccsaxy for operation of 

the  program (See Chapter 4). Thcrc a r ~  approximately 155 refiners and 25 

importers of eligible products, who are not also refiners, participating in the 

program. Domestic refineries include all refineries in any of the fifty states 



plus Puerto Rico, Virgin Islands, and Guam. New refiners are encouraged to 

contact the Domestic Crude Oil Entitlements Program Office to discuss and 

review participation in the program and the reporting requirements. The 

Domestic Crude Oil Entitlements Program Office telephone number is 

(202)254-6296, or address written inquiries to: 

Domestic Crude Oil Entitlements Program 
20th Street Postal Station 
P.O. Box 19326 
Washington, D.C. 20036 

Each refiner must report his refining capacity to  the Bureau of Mines on 

djl ahnual basis. For FEA regulatory purposes, refinery capacity is defined as . . . s 

the sum of the &fining capacity (existing and operating), new refining capacity 

(under construction) and future refining capacity (planned). Any capacity 

which ceases to be operated must be deducted from total capacity. Any new 

capacity, including a new refinery or expanded capacity, must be certified by 

the FEA. Such certification is a requirement for participation in several FEA . 

programs, including the entitlements program, although the procedure for 

capacity certification is not necessarily identical for each of the different 

programs. 

Participation in the entitlements program requires that new or 

expanded refining capacity be certified by the FEA Refinery Operations 

Office. There are two ways in which the capacity can be determined and 

certified. There is an option of submitting a consecutive thirty-day record of 

runs or conducting a 72-hour demonstration test  run observed by an FEA 

representative. 



The purpose of the test run is to demonstrate in the presence of an FEA 

representative the capability; of a refinery to  process virgin crude 

oil in barrels per day. It is emphasized that the FEA representative's purpose 

is to observe and record thk data from the demonstration test run and make 

recommendations t o  the FEA commit tee  on Refinery Operations, which r i l l  
I deter  mine the capacity. 

The Committee on Refinery Operations determines the capacity in 

BPCD based on the inspector's report and other relevant information furnished 

by the refiner. The Refinery Operations Office, Director, will notify the 

refiner ef the certified capasi1.y willii~i orie week after the results of the 

Committee on ~ e f i n e r ~  operations a re  finalized. 

If you have any questions as  to the test run procedures, special 

circumstances or arrangements, contact the Refinery Operations Office' a t  

(202)254-8620. . Written' inquiries or requests for certification should be 

addressed to: 

Federal Energy Administration 
Refinery Operations Office, Room 61 2842 
2.000 M Street,  N.W. 
Wachington, D.C. 

3.3 DEFINITIONS AND SYMBOLS 

The following definitions a ie  liberal translations of the regulatory 

language to  assist the reader to  understand what key words mean as used in the 

entitlements ptogram. These definitions do not include all possiblc 

qualificationc which may apply if  n legal ii~terpretiiLiun is required, If official 

definitions are  required, the reader should refer to the appropriate section of 

10 CFR Part  21 1. Only key words or terms are defined here. Other definitions 

are provided in the course of explanations or illustrations a t  the point where 

new or unfamiliar terms and words are introduced. The definitions and 

explanations of terms presented below are current as of June 1, 1977. 



CRUDE OIL RECEIPTS The volume of crude oil booked into a refinery's 

inventory according to accepted accounting 
. '  procedures consistently and historically applied by 

the refinery. A refiner's crude oil receipts include: 

1. Volumes booked for own account. 

2. Volumes booked for the account of a firm 

other than a refiner. 

3. Volumes delivered to another refinery 

according to a processing agreement. 

A refiner's 'crude oil receipts exclude: 

1. .Volumes processed for the account 'of 

another refinery. 

2. Volumes booked into inventory, but later 

sold or disposed of without processing. 

ADJUSTED CRUDE Crude oil receipts of a ,refiner in a particular 
OIL RECEIPTS month, the composition of which has been adjusted 

to reflect any iniroice which is received in "that 

month for domestic crude oil (including crude oil 

sold under 10 CFR 21 1.65) 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 tier crude oil reported by that refiner under 
1 10 CFR 21 1.66(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.. 



CRUDE OIL RUNS 
TOSTILLS. . :  

The total number of barrels of crude oil input to 

distillation units of a refinery. For the purposes of 
i entitlement program calculations, crude oil'runs to 

stills are qualified as .to what may be included and 

what must be excluded. Crude runs to stills 

include: 

1. Vnlrrm~n p o c e o s ~ d  by another tcfincr 

according to a processing agreem'ent. 

2. Volumes processed for a non-refiner. 

3. Plant condensate and synthetic crude oil 
. . 

made 'from tar sands .which are imported 

from C h a d a  and input to distillation units, 

provided applicable import license fees have 

been paid. 

Crude oil runs to stills exclude: 

1. Volumes processed for the account of 

another refinery according to a processing 

agreement. (Also excluded from the Small 

Refiner Bias calculations.) 

2. Volumes processed into refined Goducts and 

residual fuel oil which are exported or 

cu~~sli lul t!  export sales, see Part 2 12.53. 

Tl~is  exclusion docs not apply to refined 

lub~icating oils or Bunker C, Navy Special 

Fuel Oils, and No. 4 diesel which are sold for 

use as a marine fuel on a voyage departing 

from a United States port. (Also, export 

sales volumes are excluded from the Small 

Refiner Bias calculation.) 



BUREAU OF MINES The District of Columbia and the States of Maine, 
EAST 'OAST REmNKhG New Hampshire, Vermont, Massachusetts, Rhode 
DISTRICT 

Island, Connecticut, New- Jersey, Delaware, 

Maryland, Virginia, North Carolina, South Carolina, 

Georgia, Florida, and the following counties of the 

State of New York: Cayuga, Thompkins, Chemung 

and all counties east and north thereof. Also the 

following coknties in the State of Pennsylvania: 

Bradford, Sullivan, Columbia, Montour, 

Northcumberland, Dauphin, York, and all counties 

east thereof. 

BASE PRODUCTION 1. Prior to February 1, 1,976: the total number 
CONTROL LEVEL 

. . 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 1 2. 

2. ~ f f e c t i v e  February 1, 1976: the. total 

number of barrels of old crude oil produced and 

sold from the property during 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. 



CUMULATIVE. , 

DEFICIENCY 

NEW CRUDE OIL 

OLD CRUDE OIL 

DEEMED OLD 
OIL (DOO) 

I 

DEEMED OLD OIL 
RATIO (DOOR) 

A measure of the cumulative deficit of production 

below the base production contrdl level af ter  the 

first month in which new oil was produced and sold 

from a specific property. 

1. Prior to February 1976: Total bbls crude 

produced and sold in a month from a specific 

property, less: (a) The Base Production Control 

Level (BPCL); (Ll The Current Cumulative 

2. Februwy 1976 To Date: Total bbls crude 

produced and sold, less: (a) Property's BPCL; (b) 
. - . I 

CCD Since February 1976. , , 2 ,  , . . , 
, I  ." ) ' 

NOTE: Must. be certified as  new dil within two 

months of production and sale. 
I 

1. . Prior to February 1976: Total bbls crude 

produced mid sold from a property in a specific 

month, less: (a) New Oil; '(b) Released Crude Oil. 

2. February 1976 To Datc: Toted bbls produced 

and add,  lem: (A) New 011. 

The sum of Old Oil Receipts (OOR) and a.fraction 

of the Upper Tier Crude Oil, Receipts (new oil). 

The fraction is called the Deemed o ld  Oil Ratio 

(DOOR). 

A fraction obtained by dividing the differential 

6etween the weighted average cost of uncontrolled 

oil and upper tier oil less $0.21 by the entitlement 

price. 



ENTITLEMENT . . The right of the refiner owning the entitlement to 

include one barrel of deemed old.oil in his adjusted 

crude oil receipts in a particular month. .. 

ENTITLEMENT PRICE The price of an entitlement, fixed by FEA, is  the 
, . 

exact differential, a s  reported for the month, 

. ' between the weighted average cost per barrel to 

' refiners of "old" oil and of uncontrolled crude oil, 

less 21 cents, such cost to be +'uivalekt to the 

delivered cost to the refinery. 

ENTITLEMENT 
POSITION. 

The monthly entitlement position of a .  refiner 

indicates whether he bought b sold, ~ t i t l e m e n t s  in 
. , . . . 

. . 
that month. 

LANDED COST The cost of imported crude ,oil equal, to, actual kost 
. . I , .  

of crude a t  point of origin plus transportation cost 

to the United States. 

NAVAL PETROLEUM ' That oil which is extracted from the Naval 
RESERVE '(N.PR) 
CRUDE OIL Petroleum Reserve, Elk Hills, California, by 

domestic producers who have successfully bid for 

production leases from ?the U.S. Government, i.e., 

bepartment of the Navy. 

. . .  
PLANT CONDENSATE A natural gas plant product, mostly pentanes and 

heavier hydrocarbons, recovered and separated as a 

liquid a t  gas inlet separators or .scrubbers in 

' .processing plants for field facilities and which is 

not suitable for blendlng with natural gasoline or 

refinery gasoline. , 



REFINER ACQUISI- 
TION COST 

REFINED PETROLEUM 
PRODUCT 

: . 

REPQRTING PERIOD 

RESIDUAL FUEL OIL 

STRIPPER WELL OIL 

The cost to the refiner, including transportation 

and fees, of crude petroleum. The composite cost 

is the average of domestic and imported crude 

costs and represents the amount of crude cost 

which refiners may pass on to their customers. 

For the purposes of the entitlements program, 

gasoline, kerosene, middle distillate (including 

Number 2 fuel oil), LPG, aviation fuels, diesel fuel 

or residual fuel oil. (See Def .) 
; . 

, . , . . .  . d 
. . 

For the purposes of the entitlements program, 

means a calendar month. 

The fuel oil commonly known as (a)' ~ d .  4, No. .' 5, 

and No. 6 fuel oils; (bj Bunker C; (c) Navy Special 

Fuel Oil; (dl crude oil when burned directly as a 

fuel; and all other fuel oils which have a fifty 

percent boiling point over 700 degrees F in the 

ASTM D-86 standard distillation test. 

For the purposes of the entitlements program, 

crude oil certified ns 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 

nonassociated production) did not exceed 10 barrels 

per day during any preceeding consecutive 12- 

month period beginning af ter  December 31, 1972. 

UPPER TIER CRUDE Effective February 1, 1976, upper tier crude oil 
OIL included new crude oil and crude oil ppoduced from 

a stripper well ,lease. Effective September 1, 1976, 

upper tier crude oil includes new crude oil only. 

COMMON TERMS AND 'WORDS . : 
. , .  

.. . 

A listing of common terms and words, used in the entitlements program, 

with symbols which represent them, follows. 

SYMBOL 

NOOSR 

DOSR 

OOR 

DOOR 

UTR 

DO0 

SRB 

WORD OR TERM 

National Old Oil Supply Ratio (used from November 1974 

to January 1976 and then redefined as the DOSR) 

Domestic Oil Supply Ratio , 

Old Oil Receipts 

Deemed Old Oil Ratio 

Uppw Tier crude uil Receipts 

Daorncd Old Oil (equals OOR + (DOOR x UTR)) 

Small Refiner Bias 

EAR Exceptions and Appeals Relief 

NI Naphtha Imported 



CR Crude Runs to stills 

DRD Domestic Residual Deduction - for residual fuel oil sold 

in, or into, the East Coast market 

IR ~mported Residual Fuel Oil - qualif,ying as eligible product 

EP Entitlement Price 

Naphtha fraction - also referred to as the Naphtha imports' 

into Puerto Rico product ratio 

NA Naphtha Entitlements 

EV Entitlement Value .. d k l i i l ~ l  Prom EP and expressed in $/bbl 

HO , Heating Oil Entitlements (February - March 1977)' 

E Number of Entitlemnts 

ER Entitlement Revenue 

WAC Weighted Average Cost . . . .  . 

MM .: Millions 

M Thousatlds 

I Entitlements Issued 

VB Value Benefit - from SRB in $/bbl ' 

3.4 INlTIAL BASIC CONCEPT 

Conceptually, the entitlement program is based nn V ~ I ~ Q  runs to otillo 

and provides each domestic refiner his proportionate share of old oil relative 

to his crude runs. The proportionate share was equated to the National Old Oil 

Supply Ratio (NOOSR). The NOOSR was determined by dividing the Old Oil 

Receipts (OOR) for all refiners by the total Crude Runs (CR) of all refiners. 

At the beginning of the program, the NOOSR was about equal to 0.4000. This 

meant that each domestic refiner's proportionate share of old oil was forty 

percent (40%) of his crude runs. The entitlement8 program was deoigned to 

equitably distribute old oil, -- in effect ,  so that the Weighted Average Cost 

(WAC) of each refiner's total crude receipts would be the same as if he had a 



volume of old oil equal to forty percent (40%) of his crude runs included in  his 

crude receipts.  his effect was achieved by the sale of entitlements by 

refiners 'who physically had less than the proportionate share of old oil in their 

crude oil receipts and by the purchase of those entitlcrnChPr by refiners who 

physically had more than the proportionate share of old oil in their crude oil 

receipts-. The net effect  was to generally equalize th@ WAC of crude oil for all 

refiners. 

Exceptions, exemptions and the Small Refiner Bias (SRB) all diminished 

the degree of cost equalization between domestic refiners, but were necessary 

to achieve product price 'kqwlization and maintain relative competitive 

,viability in the 'marketplaces. Entitlements which' are issued on a bads other 

than crude runs cause complexities which will be explained in detail in Section 

3.5. To illustrate the basic concept, a hypothetical example is provided using 

the, approximate ,real-world data as of the start of the program in November 

1974. For .the .moment, assume that there are no spechl'rules, no exceptions, 

no exexiptioris;' no Small Refiner ~ i ' a s ,  no quality differentials, no product 

import entitlements and no Naphtha or heating oil entitlements. Also, assume 

that crude oil sells only at two prices, i.e., one for controlled; old oil and bne 

for uncontrolled oil. 

HYPOTHETICAL EXAMPLE UNDER CRUDE PRICE CONTROL: 

1. Refiner X runs only uncontrolled crude oil a t  $12.00/bbl. 

2. Refiner Y runs only price controlled, old oil a t  $6.00/bbl. 

3. The national average volume of old oil purchased equals forty percent 

(40%) of crude runs for. a one-month period. 

PROBLEM: HOW to equalize Refiner X's $12.00 cost/bbl with Refiner Y's 

$6.00 cost/bbl. 



. .  . 
1. Assume that the ratio of the volume o'f old oil purchased, i.e., old oil . . . . .  . 

. . . .  . 
. receipts (OOR), to crude runs (CR) will, over time, be a fair indication . . .  . 

of old oil availability on a national basis. Designate the ratio as  the '. . ! 

. . . . 
National Old Oil Supply Ratio (NOOSR): 

I 

OOR ' NOOSR. = - 
CH 

2. Enrh individual tefinet's prnprtionato ohare uI uld oll would equal . . .  
. . 

crude runs times the NOOSR: 

Proport ionate Share = NOOSR x CR 
. . .  . . .  . 

. . 
- .  - Entitle inents Issued 

. , 

3. Subtract the volume of old oil purchased, i.e., old oil receipts (OOR). 
. . 

from the proportionate. share value (number of entitlements ikued) to 

arrive at a shortfall or excess of old oil' relative to the proportionate 

share: 

Short fall/Excess - - (NOOSR x CR) - OQR 

~u'l'E:If a refiner runs more than the proportionate share of old oil, he 

will have an excess of oldoil, a negative number, and becomes a 

purchaser . of entitlements. If a refiner runs less than his 

proportionate shee of ald oil, lae will have a ahurtfnll, a positive 

number, and becomes a seller of entitlements. 

4, Designate the cost differential between the uncontmlled nil and old oil 

as the Entitlement Price (EP): 



5. Award one entitlement for each shortfall bbl. Those refiners with 

shortfalls must then sell entitlements to those refiners who had 

excesses in old oil. 

6. For purposes of simplification, assume that two refiners, X and Y, run a 

total of 100 bbls in a one-month period. If the NOOSR = .4000, then 

there are forty (40) bbls of old oil and sixty (60) bbls of uncontrolled oil 

- purchased in the time period: 

NOOSR = CR = 40 = .4000 100 
. . 

7. Let Refiner X run sixty (60) bbls of uncontrolled oil a t  $12.00/bbl 

acquisition cost. His shortfall in old oil equals the NOOSR x CR less 

OOR, (which are 0): 

Shortfall = (-4000 X 60) - 0 
- - 24 

.8.  For each bbl of shortfall, Refiner -X is awarded one entitlement to sell, 

for a total of twenty-four (24) entitlements, i.e., the shortfall equals 

the number of entitlements (El to be sold. 

9. Refiner X sells the twenty-four entitlements of $6.00 each to Refiner Y 

for Entitlement Revenue (ER) equal to $144.00. 



. . 

. . 10. Refiner X's entitlement revenue divided by his crude run equals the per . . 

bbl entit'lement value (EV): .. . 

- - $144.00 
60 bbl 

11. Refiner X's Equalized Cost RC), i.e., p o t  c?ntitle~x~errt enst,, equals hio 
acqui'sition cost of uncontrolled oil (CU) minus the entitlement value 

(EV) : 

12. Let Refiner Y run forty (40) bbls of old oil a t  $6.00/bbl acquisition cost. 

His excess in old oil equals the NOOSR x CR less OORs: 

Excess = (.4000 x 40) - 40 
- - .- 24 

13. The negative value indicates an obligation to buy. Refiner Y must buy 

one entitlement for each bbl of excess old oil, t wenty-four entitlements 

in this case. 

14. When Refiner Y buys twenty-four entitlements a t  $6.00 each, he has a 

, aegativ~ Entitlement Revenue (El?) of -$144.00: 



15. Refiner Y's.Entitlement Revenue divided by his crude runs equals thi 

per bbl Entitlement Value (EV): 

EV - - ' -$144.00 
40 bbls 

16. , Refiner Y's Equalized Cost (EC), i.e., post entitlement cost, equals his 

acquisition Cost of Old oil (CO) minus the entitlement value (EV): 

SOLUTION: Refiner X's and Y's cost/bbl is equalized a t  $9.60/bbl. 

DISCUSSION 

The effect of the entitlement sale and purchase, i.e., transaction, is as 

if X and Y both ran old oil a t  forty percent (40%) of their crude runs with the 

same Weighted Average Cost WAC) of $9.60/bbl. 



1. ~ e f i n e i  X's WAC, in effect, would be: . . . 
. . 

WAC - - 24 bbls (old oil) x $6.00 

Plus 36 bbls (uncontrolled oil) x $12.00 

Divided by 60 bblslrun 
- - (24 x $6.00) + (36 x $12.00) 

60 

2. Refiner Y's WAC, in effect, w ~ u l r l  he. 

WAC - - 16 bbls (old oil) x $6.00 

Plus 24 bbls (uncontrolled oil) x $12.00 

Divided by 40 bbls/run 

For illustrative purposes, X and Y were the extremes. In reality, most 

refiners would run a mix of old and rrncontrolled oil. The same calculations 

apply and the net effect  is to generally equalize crude costs among all ' , 

domestic refiners as if they all ran their proportionate &are nf old oil, i.e., 

NOOER x CR. This is illustrated in Graph. 3.4 1, *Irish plats the entiilement . 

value against the percentage of mix of old oil contained in a refiner's crude oil 

receipts. From the graph, it  can be seen that, as  the percentage mix of old oil 

'increases from 0 to 40, the entitlement valuelbbl decreases from $2.40 to 

$0.00. Refiners with a 0 to 39.99 percentage mix become refinersellers of 

entitlements. At a forty percent (40%) mix, a refiner is running his - .  

proportionate share of old oil, i.e., NOOSR x CR, and tho entitlement value 

equals $0.00, so he neither sells nor huys entitlsmerrbs. As the percentage mix 

increases from 40.01 to 100, the entitlement value decreases to -$3.60 (or 

increases negatively). Refiners with a 40.01 to 100 percentage mix become 

refiner-buyers of entitlements. The sale or purchahe of entitlcrnFnto will, in 

effect ,  place all domestic refiners on the cost equalization line. 



Entitlement Value vs. % Old Oil, 

3.00r 
NOOSR = .4000 

EP = 16.00 

CU = 1 12.0o:bM 

CO = S6.00/bbl 

EC = S9.BOiW 

Entitlement 0.00 
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. . 
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3.5 ADJUSTMENTS 
/ 

The initial concept illustrated an oversimplified application of the 

entitlements program with exact cost equalization achieved. In the real world 

the practical application of the program required several considerations which 

resulted in adjustments to the concept necessary to achieve the multiple 

objectives of the EPAA. Some adjustments detract from conceptual cost 

equalization, but were designed to serve spacific needs. 

3.51 SMALL REFINER BIAS 

. . .  
The intent of the SRB was to overequalize small refiners to .compensate 

for economies of scale which accrued to'the larger refheis.  Initially, the bias 

was designed'' to provide approximately the same level of benefits which 

previously accrued to small refiners from the Mandatory Oil Import Program. 

The SRB was designed to issue to small refiners a greater number "of 

entitlements for sale than would have been issued based on proportionate , 

share. A small refiner is defined as one with average daily runs less than 

175,000 bbls per day. Additional entitlements are issued as runs per day 

decrease to 10,000 bbls per day (see graph 3.5-1). From 0-10,000 bbls per day, 

addit io~al  entitlement8 are iosued a t  the rate of 228.8 per 1,000 bbls run, The 

additional entitlements are calculated by range of runs per day; i.e., 0-20,000 

bbls/day, 10,000-30,000 bbls/day, 30,000-50,000 bbls/day, 50,000-100,000 

bbls/day, and 100,000-175,000 bbls/day. The SRB applies to both buyers and 

sellers of entitlements. For a refiner-seller, the SRB will increase the number 

of entitlements issued for sale and for a refiner-buyer, the SRB will decrease 

the entitlement purchase requirement. Depending on a small refiner-buyer's 

mix, of old oil in his actual crude receipts, the SRB may reverse his position 

from a biiyer to a seller of entitlements. 



Small Refiner Bias Entitlements 
~ e f o r e  and After April 1 ,I 976 

Graph 3.5-1 



The initial SRB resulted in the issue of an average of 2,987,450 

additional .entitlements per month to small refiners from November 1974 

through March 1976. SRB additional entitlements amounted to nineteen 

percent (19%) of the total purchaselsale requirement. In April 1976, the SRB 

was increased. From April 1976 to January 1977, the SRB has averaged 

6,355,270 entitlements per month. This amounts to twenty-eight percent 

(28%) of the total purchase/sale requirement. The new SRB was scaled to 

significantly increase the benefits to small refiners in the 0-30,000 bblslday 

range with smaller increases in the 30,000-100,000 bblslday range and no 

change in the 100,000-175,000 bbls/day range (see graph 3.5-2 for comparison 

of benefits). 

.. . SRB entitlement. calculations are based on runs per day in thousands of 

barrels which are  then multiplied by the'number of days; the month in which 

the runs were made to arrive a t  the additional entitlements to be issued; see 

Table 3.5-1. ' 

TABLE 3.5-1 

SMALL REFINER BIAS 

ENTITLEMENT CALCULATIONS 

RANGE 
008 bblsldag 

0-10 
10-30 

EN'11'I'LEMENT CALCULATION FORMULA 

E - - DAYS x RUNS x 228.8 
E - - DAYS x (((RUNS - 10) x 41.75)) 

+ 2,288) 
E .  = DAYS x (((RUNS - 30) x (-52.2)) 

+ 3,123) 
E - - DAYS x (((RUNS - 50) x (-16.42)) 

+ 2,079) 
E - - DAYS x (((RUNS - 100) x (-16.7733)) 

.+ 1,258) 

NOTE: E - Number of Entitleinents .provided by the SRB - 

DAYS = Number of DAYS in the month in which the runs 
were made 

RUNS Average puns pet day in thousands of barrels 



Small Refiner Bias Value Benefit (Slbbl) 
Before and After April 1,1978 

$2.00 - 
Assumed Entitlement .Brice ,$8.00 

,V.alue Benefit . . 
~ l b b l  

. . .. - . . 

b P  ' . . 9 

. . 
. . 

. .  . 

. . 



Sample Calculations: 

1. ' In January 1977, a refiner has daily average runs of 8,000 bbls per day. 

This puts him in the 0-10 range and formula E = DAYS x RUNS x 228.8 . . 

is used to calculate the number of entitlements, as follows: (assume an 

entitlement price of $8.00) 

DAYS = 3 1 

RUNS = 8,000 divided by 1,000 = 8 

E - - 31 x 8 x 228.8 = 56,742 total entitlements or 
228.8 entitlements per 1,000 bbls run ' 

SRB Value ,= 56,742 x $8.00 divided by 240,000 - $1.83 

. . . . 

2. In ~ e b r k i r ~  1977, a refiner has daily average runs:of 20,000 bblslday. 

This puts him in the 10-30 range and the formula E = DAYS x (((RUNS - 
10) x 41.75) + 2,288) is used. to calculate the number of entitlements, a s  

follows: 

DAYS = 

RUNS = 

E - - 
- - 

28 

20,000 divided by 1,000 = 20 

28 x ((120-10) x 41.75)) + ?.,?.R%) 

28 x ((10 x 41.75) + 2,288) 

28 x (417.5 + 2,288) 

28 x 2,705.5 

75,754 total entitlements or 135.28 entitlements 
per ,l,UUU bbls run 

3. In April 1977, a refiner has daily average runs of 40,000 bbls/day. This 

puts him in the 30-50 range and the formula E = DAYS x (((RUNS - 30) 

x (-52.2)) 4 3.123) is used to calculate the number of entitlements, as . 

f 0110 ws: 

DAYS = 30 - . 

RUNS = 40,000 divided by. 1,000 = 40 

5 0 



. . - - 78,030 total entitlements or 65.03 entitlements 
per, 1,000 bbls run 

4. In May 1977, a refiner has daily average runs of 80,000 bblslday. This 

puts him in the 50-100 range and the formula E = DAYS x (((RUNS - 50) 

x (-16.42)) + 2,079) is used to calculate the number of entitlements,. as  

follows: 

DAYS = 3 1 

RUNS = . 80,000 divided by 1,000 = 80 . .. 

'. E - - 31 x (((80 - 50) x (-16.42)) +'2,079) 
. . .  - .  - 31 x ((30 x -16.42) + 2,079) 

- - 31 x (-492.6 + 2,079) 
- - 31 x 1,586.4 
- - 49,178.4 total entitlements or 19.83 entitlements 

per 1,000 bbls run 

5. In May.1977, ii refiner has daily average runs of 150,000 bblslday. This 

pu t s  him in the 100-175 range and the formula E = DAYS x (((RUNS - 
1000) x ('16.7733)) + 1,258) is used, to calculate the number of 

entitlements, as  follows: 

DAYS = . 32 , . 

RUNS = 150,000 divided by 1,000 = 150 

E - - 31 x (((150 - 100) x (-16.7733)) + 1,258) 
- - 31 x ((50 x -16.7733) + 1,258) 

- - 12,999.385 total entitlements or 0.0867 
entitlements per 1,000 bbls run 



As the examples show, the number' of entitlements per 1,000 bbls run 

decreases as the daily average in thousands of bbls increases, until, a t  175,000 

bblslday, the number of entitlements equals 0. This is reflected in Graph 3.5-1 

where, a t  175,000 bblslday, the number of entitlements per barrel run equals 0. 

The dollar value benefit (VB) per barrel' of the SRB may be calculated .from 

the formulas in Table 3.5-2. Also, the dollar valw benefit is plotted against 

runs per day in thousands in Graph 3.5-2. 

TABLE 3.5-2 

SMALL REFINER BLAS 

VALUE RFNEFIT (VB) $/flflL CALCULATIONS 

. . 
RANGE 

QQQ hhls/da jr , 

. . 
VAL.TJF. RENEFIT (VB) CAL'CULATION FORMULAS 

0-10 VB = 0.2288 x EP 
10-30 VB = (1.8705 + 0.04175) x EP 

RUNS 
30-50 VB = (4.689 - 0.0522) x EP 

RUNS 
50-100 VB = (2.9 - ' 0.0162) x EP 

~ N S  
100-175 .VB = (2.93533 - 0.0168) x EP 

RUNS 

NOTE: EP = Entitlement price for the month in which runs 
were made 

RUNS = Daily average runs per day divided by 1,000. 

Value Benefit Sample Calculations: 

1. For refiners running 0-10,000 barrels per day, the VB in $/bbl is the 

same and may be calculated as follows, using the formula VB = 0.2288 x 

EP: 



' E P  = $8.00 (Assumed Price) 

In order to provide additional entitlements to small refiners, the basic 

concept was adjusted by subtracting the total number of additional 

entitlements issued for the SRB from the  total number of Old Oil Receipts 
I, 

(OOR). With consideration of the SRB, the NOOSR was calculated as follows: 

NOOSR - - OOR - SRB 
CR 

. . . . 

, , : :  

This consideration reduced the NOOSR and, in effect, reduces the 

proportionate share of old oil to be included in each refiner's receipts. The 

effect is .graphically depicted in graph 3.5-3, where the same data is used as' 

'for the initial basic concept, but with the SRB entitlements subtracted from 

the OOR. The SRB entitlement total is assumed to be two percent (2%) of 

total crude runs for illustrative purposes only. As shown by the Graph 3.5-3, 

the effect of the SRB is to shift the COST EQUAUZATION LINE to the l e f t "  

with the NOOSR reduced to 0.3800. This results in less entitlements for sale 

by refiner-sellers with a lower entitlement value and more entitlements to be 

purchased by refiner-buyers with a decreased (more negative) entitlement 

value: The sum of the reduction in entitlements for sale and the increased 

entitlements to be purchased equals the additional entitlements provided by 

the SRB. All refiners, including small refiners, proportionately share the 

burden of the additional SRB entitlements. As can be seen from the Graph 



Entitlement 
Value Slbbl 

Entitlement Value vs. % Old Oil 
3.00 
2 . 8 8 b  
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NOOSR = = 100 = 0.3800 
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EP = 56.00 
Equalized CCS: (EC: All Oil =S9.60/bbl 

0.0. 

-1 .oo - 

-2.00 - 
-3.00 - 

Percent 
Graph 3.5-3 



3.5-3, the SRB entitlement burden decreases the entitlement value by $0.121 

bbl. Small refiners, however, are issued the additional SRB entitlements, 

which has the effect of permitting them to include a larger proportionate 

share, i.e., 0.4800, of old oil in their crude receipts. This results in an average 

dollar value benefit of $0.60/bbl for all small refiners relative to all large 

refiners. The WAC for all refiners, small and large, remains a t  $9.60/bbl. 

While the relative d u e  benefit for all small refiners may average 

$0.60/bbl, the distribution of benefits among small refiners can vary from 

$1.83, running 0-10,000 bbllday, to $0.00, running at 175,000 bbls/day, with an 

assumed entitle,ment price of $8.00. This is .illustrated in Table 3.5-3, where 

the average entitlements per day are calculated for each range of runs in . . 

thousands -of .barrels per day. Alsb shown is tlieC.percentage of total 

entitlement;' distributed within each range and the average value benefit 

($/bbl) for each range. Table 3.5-3 is based on actual data, April 1976 to 

January 1977, where the SRB entitlements average 207,264 per day, Which 

amounts to 1.4% of total crude runs .per day. This results in a lower overall 

average benefit of $0.54/bbl rather than the $0.60/bbl benefit in the 

hypothetical example used for Graph 3.5-3, where SRB entitlements amounted 

to two percent (2%) of total crude runs. 

The overall effect of the SRB, plus .the effect of Exceptions and 

Appeals ~ e l i e f  (EAR) is shown in Graph 3.5-4 for the period of February 1976 

to January 1977. Based o n .  national average cost data, the post-entitlement 

average cost for small refiners has been about $0.50 to $0.60 lower per barrel 

than the average cost for large refiners. 



TABLE 3.5-3 

SMALL REFINEX BIAS ENTITLEMENT DISTRCBUTION 

(Assumed Entitlement Price = $8.00 and All Refiners at 90% of Capacity) 

Avg Runs/ Avg En:lmts/ Total Percent 2 
Avg . 

Range Day/ Day/ Nr of Range of Total  Percent . Value Benefit 1 

000 bb!/Day Refiner Refinery Refineries Entlm.ts/Day Extlmts Total  Runs $/bbl 

0-10 3,383 774 5 9 .45,666 22 1 1.83 

10-30 16,678 2,567 3 8 97,546 47 4 1.23 

30-50 . 36,221 2,708 11 -30,778 15 3 0.62 

50-100 57,225 . 1,960 13 25,480 12 5 0.27 

100-175 1'33,389 866 9 7,794 4 8 0.06 

Over 175 530.940 - .  -0- - 2 2 -0- -0- - - 8 0 0.00 
. VI 

O‘ TOTALS: 152 2.07, 2643 100 1014 0 . 5 4 ~  

Total Runs a t  90% of FEA Certif ied Capacity = 14,668,444 bbllday. 

Equates to  6.321.552 entitlements/rnonth based o. 30.5 days//month: 

Exceeds 100% due t o  rounding. 

Avg. " d u e  benefit for all small refiners with total  runs of 3.086.229 bbl/dcy. 



Pre-Entitlement and Post-Entitlement Effect of 
Small Refiner Bias and Exceptions and'~ppeals'Relief 



3.52 EXEMPTIONS 

In general, exemptions are associated with the exclusion (exemption) of 

all or part of the old oil volumes from the crude receipts of a small refiner- 

buyer of entitlements. The result reduces or eliminates the entitlement 

purchase requirement and has the effect of reducing the WAC of crude for 

that refiner and improves his competit ive position. Currently, the only 

exemptions in effect are those resulting from the granting of relief by 

Exccyl lulls ad Appeals. Of l~isluriual YigniPicaice, l~uwever, is Llle exeupliun 

which was provided by Special Rule No. 3. 

At the outset of .the entitlements program, Special Rule No. 3 reduced 
: 

the entitlement 'purchase requirement for small refiner-buyers for the months 

of November and December 1974, and January and February 1975. The 

purpose of Special Rule No. 3 was to phase small refiner-buyers into the 

entitlements program without forcing a heavy. burden on the small refine'r's 

cash flow. Refiners with less than 30,000 bbl/day crude runs were totally 

exempted from entitlement purchase requirements for November and 

December 1974. In January 1975,' they were required to purchase one-third of . 
the requirement, and in February, two-thirds. Thereafter, refiner-buyers 

runnin~ less than 30,000 .bbls/day were required to purchase the full 

entitlement requirement unless relief was sought 'and granted by Exceptions 

and Appeals. Small refiners who ran more than 30,000 bbllday, i.e., 30,000 to 

175,000 bbl/day, .were exempted from the purchase of a proportion of 

en title rnents equal to the normal purchases requirement rnuitiplied by the ratio 

of 30,000 divided by his crude runs for the months of November and December 

1974. The two-thirds and one-third exemptions in January and February 1975, 

respectively, also applied proportionally to these larger small refiners. 



In January 1975, the purchase requirement was one-third of the 

proportion, as  calculated for November and December, and in February, two- 

thirds of the proportion. Thereaf tei,  the full entitlement purchase 

requirement was in effect unless relief was sought and granted by Exceptions 

and Appeals. 

The shortfal l  in entitlement purchase requirements was subtracted 

from the number of entitlements which would have otherwise been available 

for sale. Unlike the SRB, the purchase exemption burden of Special Rule No. 3 

was' applied proportionately to refinersellers of entitlements in order to 

phase-in the small refiner-buyers. The exemptions amounted to 4,187,996 

entitlements in November 1974, 3,459,272 entitlements in ~ e c e m b e r  1974, 

, 3,5'38,069 enti t lements in ~ a n u a r ~  1975, and 1,046,599 entitlements in 

February 1975.: 

. Another historical note associated with the phase-in of the entitlewent 

program concerns the initial determination of the Entitlement Price. At the 

beginning of the program, the FEA intentionally set-the Entitlement Price a t  a 

value lower than expected from the calculation. The Entitlement Price shor.tt' 

fall was $1.54, $1.73; $0.58 and $0.40, respectively, for the  months of 

November and December 1974 and January and February 1975. In March 1975, 

and thereafter, the Entitlement Price was calculated on the basis of the 

reported cost data and was the exact differential between WAC of 

uncontrolled oil and WAC of old oil until February 1976. 



3.53 PRODUCT ENTITLEMENTS 

The initial program included entitlements for eligible product imports. 

Eligible products were defined as residual fuel oil and No. 2 heating oil. This 

consideration resulted from the dependency of the Northeast Coast marketers 

on imports of eligible products and the cost disparity that would result 

between these firms and other suppliers upon implementation of the 

entitlements program, i.e., prices for residual fuel oil and No. 2 heating oil 

wuuld be ldgher in iiortheast regions than in the rest of the country. Based 

on the EPAA mandate to  protect the viability of all segments of the petroleum 

industry, product entitlements were issued for the first three months of the 

peogram, November and December 1974, and January 1975. . : 

. , 

In order to incorporate eligible product imports into the entitlements 

program, the FEA determined that domestic marketers could compete if ' . '  

importers were allowed to include thirty percent (30%) of the imported 

volumes as crude runs to  stills for entitlement calculations purposes. This 

resulted in the impnrtcr receiving a nuabet  UE e~~l i t l e rnents  whch  equaled 

thirty percent (30%) of the imported volume multiplied by the NOOSR. If I 

equals the volume of eligible products imported, then: 

E - - .3 x I x NOOSR 

In the case of A refiner who aiso imported eligible products, 

entitlements were based on crude buns, including SRB entitlements, if 

applicable, plus additional entitlements for product imports, then: 



E - - CR x NOOSR - OOR + 
(.3 x I x NOOSR) 

With consideration of the SRB, Exceptions and Appeals Relief (EAR) 

and eligible product imports (I), the NOOSR was calculated as follows: 

NOOSR = OOR - SRB - EAR 
CR + .31 

The effect of including product imports was to reduce the NOOSR. As 

with the SRB and EAR, the reduced NOOSR results in less entitlements for 

sale . by . re finer-sellers and more entitlements to be purchased by re finer-buyers 

with the cost equalization line shifted more to the left. The 'reduced sale 

requirement .and increased purchase requirement, however, a t e  . not 

redistributed between refiners, but are issued to the importers against the 

thirty percent (30%) of the product volume now included as crude runs. g e .  

consideration of imported product entitlements results in an increased WAC of 

all crude oil. The increased W A C  of crude oil increased product prices in the 

rest of the country, while product entitlements reduced the price of imported 

products in the northeast so that product price competition was generally ' 

maintained. 

In February 1975, supplemental import fees were imposed on all crude 

oil and petroleum products imported into the United States. At that time, 

product entitlements were eliminated and price competition was effected by 

setting the supplemental import fees for products a t  a level relative to the 

supplemental import fees for crude oil, which approximately provided the 

same dollar benefit to importers as that received from product entitlements. 

The initial supplemeqtal import fee for crude oil was $1.00 per barrel and 

$0.00 per barrel for products. 



In ~ a r c ' h  1976, amendments to  the entitlement program regulations 

were adopted to  correct the price disparity in residual fuel oil. The 

amendments applied to  crude runs and products imported in February. Product 

entitlements were again issued for eligible products imported by eligible firms. 

Eligible product was tedefined tu mean residual fuel oil (oniy) imported into 

the east coast market, exclusive of residual fuel oil imported from the Virgin 

Islands. The east coast market was defined as the Bureau of Mines East Coast 

Refining District, which includes all or parts of each mqt coast s ta te  (see 

Section '3.3 for exact definition). Product importers were issued entitlements 

on the same basis as on the initial program, i.e., thirty percent (30%) of the 

Imported Residual (IR) fuel oil volume considered as crude runs to stills, E = 

DOSR x .3 x IR. In order to offset an increase in the WAC of all crude oil due 

t o  product entitlements, the new regulation included a "reverse entitlementn 

provision. Domestic refiners who sold residual fuel oil in, or into, the east 

coast market would lose one-half of the entitlement val~i~!  !EV) fnr pvpry 

barrel of residual fuel oil sold. This was done by reducing crude runs .  . 

(exempting the first 5,000 bbl/day) by fifty percent (50%) of the volume 

attributable to production of residual fuel for sale or resale in, or into, the 

east coast market. The loss of entitlements by domestic refiners was 

expected to approximate the entitlements issued.for product imported. This 

would incrcasa the cost of douleslic residual fuel oil sold in, or into, the east 

coast ,gnrket  and ~educr  Lllr c u r t  of reddual fuel oil imported into the same 

milrk~i:' sn that approximately the hamc pricc level would prevail foi eillier 

supply source. The number of "reverse entitlements" did not equal the product 

entitlements. In fact ,  product entitlements have averaged about one and one- 



half times the entitlements lost by the  Domestic Residual Deduction. This 

distortion; in addition to other adverse market impacts, resulted in the FEA 

proposed rulemaking, Alternative Entitlement Program Adjustments for 

Imported Residual Fuel - Oil, issued in December 1976. Public hearings were 

conducted and written comments received on the proposal. At the t ime of .this 

writing, the proposal is still under study. 

The introduction of the domestic residual deduction and reinstatement 

of product entitlements changes the DOSR formula to: 

DOSR =. OOR - SRB - EAR 
CR - .SDRD + .3IR 

where DRD = ~ b m e s t i c  Residual' Deduction and subtracting . . th@' .5 Domestic 
. ~, 

Residual Deduction from the crude runs offsets the addition of the  .3 import 

product volume so that the WAC of all crude oil would not be  increased as 

much as in the initial program. 



3.54 NAPHTHA ENTITLEMENTS 

In July 1976, the FEA published an amendment to the regulations which 

permitted the inclusion of naphtha feedstock, imported into Puerto Rico for 

petrochemical use, in the entitlements program. The change applied to 

naphtha imported in May of 1976, with the first naphtha entitlements issued in 

June 1976 for both the months of May and June. 

This change was a result of FEA study and analysis of the competitive 

position of Puerto Rico's petrochemical industry and that industry's problems 

due to its dependence on imported naphtha feedstocks. The FEA concluded 

that the& competit ive viability of the Puerto Rican petrochemical industry was 

adversely affected by the increases in world crude prices, while domestic 
: : . * 

crr~de prices' w&e kept relatively lower by price controls. The FEA also 
- .. 

considered it appropriate to remedy the situation through its regulatory 

programs q d  thus affirm the Federal Government's long-standing interest in 

developing the economy of Puerto Rico. 

After public hearings in April 1976, and publication.of the- proposed 

rulemaking in May 1976 with solicitation of comments, the final amendments 

were adopted and published in .Tuly 1976. These amendmento providcd that: 

1. Naphtha imported into Puerto Rico and processed a t  a 

petrochemical plant as petrochemical feedstock is eligible for 

entitlements. . Naphtha imported snlely for gasoline blending is 

not eligible. for entitlements. Naphtha imported from the Virgin 

Islands also is not eligible for entitlements. 

2. A refiner In Puerto Kico who also owns or operates a 

petrochemical plant in Puerto Rico may include the volume of 
, . 

imported naphtha in his volume of crude oil runs to stills reduced 

by: 



a. The volume of export sales of products derived from the 

imported naphtha. 

b. The application of a fraction which equals the WAC of all 

naphtha imported into Puerto Rico for use as petrochemical 

feedstock in the reporting month minus the imputed average cost . 

of domestic naphtha in the reporting month divided by the 

entitlement value per barrel of crude oil run to stills by that 

refiner in the reporting month. The entitlement value, for 

. purposes of calculating the naphtha fraction, is computed 

without consideration of the SRB or the .5 DRD. The imputed 

average cost of domestic naphtha is 120 percent of the WAC of 

all .crude oil receipts for all domestic iefiLeis for the reporting 

month. 

3. A firm, other than a refiner, that owns a petrochemical 

plant in Puerto Rico is eligible to receive naphtha entitlements. 

Entitlements are issued on the same basis as for refiners, except 

that there is no consideration of SRB entitlements in calculating 

the number of entitlements. 

Sample naphtha entitlement calculation using December 1976 data: 

Entitlement value = EV = DOSR x EP = .26335 x $7.97 - - $2.10/bbl 

WAC of all naphtha imported into Puerto Rico = $14.$6/bbl 

Imputed cost of domestic naphtha = $1 1.24 x 1.2 = $13.49/bbl 

The Naphtha Fraction - - N = $14.86 - $13.49 
2.10 



,Volume of naphtha eligible for crude runs (CR) = N x volume of NI 
- - 0.65 x 560,000 

- - 326,190 bbls 

If an additional 326,190 bbls were included in crude runs, the additional .a 

entitlements would equal: 

Added Naphtha 
Entitlements - NA = CR x DOSR 

- - 316,190 x .26335 

Added ER - - 
. . NA x E P  

- - 85*902,3 x $7.97 . : ' 

. . - - $684,641 

Naphtha EV - - Added ER -- 
Vol. N I  

- - $6R4,641. 
500,000 bbl 

NOTE: The naphtha entitlement value per barrel, $1.37, is eccual to the 

cost differential between naphtha imported and the imputed cost 

of domestic naphtha, i.e., $1%,86 - $13.49 = $1.37. 

Naphtha cntitlcments call alternatively be calculated using the 

Entitlement Price (EP) and eliminating consideration of added crude runs with 

the same results. Using the same data from the previn~~a sample calculation, 

Naphtha entitlements (NA) can be calculated: 



NA = WAC 1mp.P.R. - Imputed Cost Domestic NI 
EP 

500,000 bbls 

- - 85,947 entitlements 

ER - - NA x EP 
- - 85,947 x $7.97 
- - $685,000 

Naphtha EV = ER 
VOTNI 

=. $685,000 
500,000 bbl 



3.6 THE DOMESTIC OIL SUPPLY RATIO (DOSR) 

All 'the terms in the DOSR calculation have been explained in prior 

paragraphs, except Deemed Old Oil (DO01 and the Deemed Old Oil Ratio 

(DOOR). The Deemed Old Oil concept serves as a mechanism to distribute 

equitably the lower cost benefits of upper tier crude oil relative to 

uncontrolled crude oil costs, i.e., stripper well, NPR, and imported crude. 

After the enactment of the EPCA with price controls on domestic crude, upper 

tier crude costs initially averaged $1.47/bbl less than imported crude costs in 

Februaty 1976. (By January 1977, this differential had increased and the 

average cost of upper tier crude oil was $2.21/bbl less than the WAC of 

uncontrolled crude oil.) In order to distribute the lower cost benefit of upper 

t ie i  crude .oil while, re tai i~i i~g oae kiiid of entitleiiieiit, the cost teuefi t was 

equated to that of an equivalent volume of old oil. When upper tier crude had 

a cost advantage over kcontrolled crude of $2.21/bbl and old oil had a cost . '  

advantage of $8.51/bbl in Jani~ary 1977, then 3.8 barrels of upper tier crude oil 

equated to  the same cost advantage as one barrel of old oil, i.e., $8.51 divided 

b g ~ 2 . 2 1  = 3.8 or, conversely, a fraction equal to $2.21 divided by $8.51 (0.26), ' . 

of each barrel of upper tier crude oil was equivalent in cost advantage as if i t  

were old oil. The fraction multiplied by ,  the total upper tier crude receipts 

results in a volume of crude oil that is equivalent to old crude oil in terms of 

cost advantage. 

In essence, the DOOR is the fraction obtained by dividing the cost 

differentials, i.e., $2.21 divided by $8.51 equals 0.26. By definition, however, 

$0.2 1 is subtracted from each differential to favor domestic over imported 

crude. The DOOR is defined as the WAC of Uncontrolled (UNC) crude oil 

minus the cost of upper tier crude oil, less $ U . Z l ,  divided by the Entitlement 

Price (EP). EP is defined as the WAC of UNC crude oil minus the cost of Old 

Oil (001, less $0.21. Thus, the formula for the DOOR is: 



DOOR - - (WAC UNC - COST UT) - $0.21 
EP 

- - (WAC UNC - COST UT) - $0.21 
(WAC UNC - COST 00) - $0.21 

From January 1977 Cost Data: 

WAC UNC = $14.09/bbl 

COST UT = $1 1.88/bbl 

COST 00 = $5.58/bbl 

Substituting the Values in the Formula: 
. .  I :. 

DOOR . - - $14.09 - $11.88 - $0.21 
$8.30 

The DOOR of 0.2410 reflects that approximately one-fourth of a barrel of old 

crude oil equates to  one barrel of upper tier crude oil in terms of cost 

advantage. 

D e e m d  Old Oil (000) is defined as the sum of the Old Oil Receipts 

(OOR) and the equivalent volume of old oil .obtained by multiplying the DOOR . 

by the Upper Tier oil Receipts (UTR). Thus, the DO0 formuIa is: 

DO0 - - OOR + (DOOR x UTR) 



Upon this final consideration, the current DOSR can be expressed by: 

DOSR - - DO0 - SRB - EAR - NA 
CR - (.5 x DRD) + (.3 x IR) 

For illustrative purposes, we will use a siightly expanded formula, substituting . 

OOR + (DOOR x UTR) for the DO0 term: 

UUSR = OOR + (DOOR x UTR) - SRB - EAR - NA 
CR - (.5 x DRD) + (.3 x IR) 

Sample DOSR calculation: 

1. January d9.77 Entitlement Data: 

OOR - - 
DOOR - - 
UTR - - 
SRB - - 

EAR - - 
NA - - 

DRD - - 



2. Substitute values in the DOSR formula: 

DOSR = 114,564,627+(. 24074 x 90,305,158)-7,484,194.51-2,443,153-384,560 ' '  

. . . . .  467,807,512- (.5x 15,068,345) + (.3~42,,957,228) 

= 114,564,627 + 21,740,063.74 - 7,484,194.51 - 2,433,153 - 384,560 
,467,807,512- 7 ,534 ,172 .5+12 ,887 ,168 .4  

. . 

= 125,992,783.2 
473,160,507.9 

NOTE:. The actual DOSR used for January 1977 calculations..was 

3.7 COST EQUALIZATION 

Cost equalization Pines can be plotted for small refiners, all 

refiners and large refiners with real-world data as for the hypothetical 

example, ~ r a ~ h  3.5-3. Under the revised entitlements program, the entitle- 

ment value must be plotted against the percentage mix of Deemed Old Oil 

(DOO) receipts rather than Oid Oil Receipts (OOR). 

In order to plot the cost equalization'lines for each of the three 

categories., the respective cost data is required for both pre- andpost- 

entitlement costs for the reporting month. This cost data, and other 

pertinent entitlement data, are compiled each month by the FEA and are 

made available by telephone to the public upon request. The entitlement 

data compilations for February through December 1976 and January through 

'April 1977 are included in Appendix A. Each monthly data compilation 

consists of five Tables. The pre-entitlement, i.e., acquisition, and 

' , post-entitlement, i.e., equalized, costs are provided in Table V.. 



NOTE : These costs apply to purchased 'volumes of crude oil in'the 

, . reporting month in which entitlements effect equalized costs.. 

. Entitlement revenue is received in the second month following 

the reporting month and is actually "bookedt' against thecost. 
' " 

of purchased volumes in the month in which' the revenue is 
' 

received. (See Section 3.11.) 

Table V pre-entitlement and post-entitlement costs are tabulated 

£or Large fntegrated Refiners , Large Independent Refiners, Small Ketiners, 
. Small and Independent ~efiners and All Refiners. In order to plot the 

cost equalization lint for all large refiners, the WAC for both Urge . 

Integrated and Large Xndependent.Refiners must be calculated. This can 

be done from the volume and cost data" provided in l!ahles I and I1 of the 
. .. 

~ntitlement Data Compilation. 



The pre-entitlement WAC of uncontrolled oil, i.e., stripper, 

NPR, and imported, can be calculated for all large refiners and small 

refiners. The entitlements calculations can then be applied to old, 

new, and uncontrolled oil to'arrive at the approximate post-entitlement 

costs for all large and small refiners. (See Table 3.7-1.) 

The post-entitlement, Equalized Cost (EC), equals the WAC minus 

the Entitlement Value, i.e., EC=WAC-EV, for all large refiners. For 

small 'refiners, the SRB must also be subtracted from the WAC cost so 

that EC= WAC-EV- SRB. The EV can be approximated for each category 

of +crude oil by using the following formulas: 

; :  

Uncontrcilled oil EV = DOSR x EP 

Old oil EV .= (DOSR-1) x EP 

New oil EV = (DOSR-DOOR) x EP . .  

Using April 1977 data; DOSK = .284909, DOOR = .329173, and 

EP = $8.69, the EV's are calculated: 

Uncontrolled oil EV = .284909x$8.69 

= $2.48/bbl 

Old oil EV = (.284909-1) x $8.69 - C6.21/bbl 

New oil EV = ( .284909-. 329173) x $8.. 69 

= --$0.38/bbl 



PRE- AND PDST-ENTITLEMENT CRUDE OIL'COSTS 

APR1.L 19 7 7 DATA 

I. PRE-ENTITLEMERT WAC FOR ALL LARGE REFINERS iOOO bb l  & $/bbl )  

Crude O i l  

LARGE NON-IND. 

Volume 

LARGE IDD.  

Cost - 

Old (OOR) 85,751 5 -59 6,004 5.66 . 

New (UTR) 60,909 11 -32 5,483 11 - 39 - 
TOTAL CONT. 146,660 7-97 11,487 8-40 

STRIPPER 19,366 13..57 2,369 14 -02 

1,669 12.52 0 0 -00 NPR . 

IMPORTED 152,678 14 -53. 34,858 14.52 

TOTAL UNC. 173,713 14 -41 37,227 , 14-50 

Tota l  
Receipts 

ALL LARGE 

Volume .Cost - 

91,755 5.59 

66,392 .- 11.33 

158,147 8.00 



TABLE 3.7-1 (cont 'd) 

11. PRE- AND POST-ENTITLEMZNT COSTS FOR ALL LARGE REFINERS (000 bbl & '$/bbl) 

PRE-ENTITLEMENT 

Crude Of1 Volume - Cost 

Old (OOR) 91,755 

New (VTB) 66,392 

TOTAL CONT. 158,147 

STRIPPER 21,735 

4 
NPR 1,669 

'ul 
IMPORTED 187,536 , 

TOTAL UNC. 210,940 

Total 
Receipts 369,087 11.68 

POST-ENTITLEMENT 

Cost - 

-2.48 = 11.95 

Approximate cost = 11.87 - 

FEA Actual Cost = 11.97 

Difference -- 
approximate vs . 
actual = -0.10 



TABLE 3.7-1 (cont 'd) 

PRE- AND POST-SNTITLEMEhT COSTS E'OB SMALL REFINERS (000 bb l  .& $/bbl) CaPRIL 1977 DATA) 

Crude O i l  Volme Cost - EV . SRB & E A R  Cost 

= 10.98 Old (OOR) 20,471 5.47 +6.21. -0.70 

New 22,226 11.65 M.38 .- -0.70 = 11.33 

TOTAL CONT. 42,697 6.69 = 11.'16 

STRIPPER 9,585 1 4  -05 

NFR 1,352 12.56 

IMPORTED 44,42 1. 14  -86 

TCTAL UNC. 55,358 14 ..66 

Tota l  
~ e c e i *  ts .' Approximate cos t  = 11.34 

Difference -- Approximate +0.07 

vs. actual = 



TABLE 3.7-1 ( con t ' d )  ' . 

I V .  PRE- AND POST-ENTI'I'LJIMENT COSTS M)R - ALL REFINERS (000 b b l  & $/bbl)(APRIL 1977 DATA) 

PRJZ-ENTITLEMENT 

Cost  
Crude O i l  Volume - Cost  -. EV Cost  

D i f f .  - - 
Old (OOR) 112,226 5.57 +6.21 -0.15 = 11.63 

New (UTR) 88,618 11.41'  M . 3 8  -0.15 = 11.64. 
, - .  

TOTAL CONT. 200,844 8.15 = 11.63 

STRIPPER 31,320 13 .81  

NP R 3 ,021 12.54 

IMPORTED 231,957 14.59 

TOTAL UNC. 266,298 14.48 

T o t a l  
~ e c ' e i p  ts 467,142 11.76 Approximate c o s t  = 11.76 

FEA Actua l  c o s t  = 11.82 

D i f f e r e n c e  -- 
Approximate = -0.06 - .  v s .  a c t u a l  



The SRB and the effect of Exceptions and Appeals Relief (EAR), which 

is generally concentrated among small refiners, are reflected in the dif- 
. . 

ference in.post-entitlement costs between all large refiners and small 

refiners, i.e., from April 1977 data, $11.97/bbl minui $11.27/bbl equals 

$0.70/bbl. 

The All Refiner, Large and Small, post-entitlement cost can be approx- 

imated by applying the entitlement caTculations, i.e., EV, to the pre-entitle- 
. .. 

ment cost and subtracting the difference between the post-entitlement costs 

for all Large Refiners and ~ l l  Refiners, i.e., from April 1977 data, $11.97 

per bbl minus' $11.82/bbl equals $0.15/bbl. 

The post-entitlement costs calcu~ated from thetEYtn and SRB tabulated 

in Table 3.7-1 are only approximations. The post-entitlement costs for all 

large and small refiners, as reflected in Table V of the FEA Entitlement. 

Data Compilation, are shown with the calculated costs and associated dtf- 

ferentials in Table 3.7-1. The differentials are due to a variety of 

reasons. 

1. The approximations as'sume receipt of April's entitlement reveilue 

in April rather than in June when entitlement revenue is actually 

received and applied to the cost  of receipts In Ji~ne.  The FEA 

Data Compilations post.-eutl~lement cost  for April reflect 

k'ebruaryts entitlement revenue applied to April's cost of receipts. 

The approximations are based on the assumption that crude oil 

receipts in April equal crude oil runs to stills in Apri l .  This 

is also a basic assumption of the entitlements program that over 

an qxtended period of time crude oi l .  recelpts will equal arude 

runs. 

3. The approximations do not take lnto'account any corrections 

which may be made by the FEA in any one month. . . 



. . 
. . 4. The approximt ions  do not  t ake  i n t o  account t h e  a c t u a l  d i s t r i b u -  

t i o n  of t he  Domestic Residual Deduction (DRD) between l a rge  and 

small  r e f i n e r s  o r  betwken . d i f f e r e n t  ca t ego r i e s  of crude o i l .  

5. The approximations do not  t ake  i n t o  account t he  a c t u a l  d i s t r i bu -  

t i on .o f  t h e  SRB, which is  p a r t i c u l a r l y  uneven, a s  r e f l e c t e d  i n  

Table 3.5-3, and the  EAR between t h e  d i f f e r e n t  caeegories  of 

crude o i l .  

6 .  The approximations do not  t ake  i n t o  account t he  a c t u a l  d i s t r i b u -  

. t i o n  o f . c o n t r o l l e d  o i l ,  with t h e  $0.21/bbl cos t  advantage, r e l a t i v e  

t o  uncontrol led o i l ,  between l a r g e  and small  r e f i n e r s .  In Apr i l  

. . 1977, however, the d i s t r i b u t i o n  of con t ro l l ed  crude o i l  was pro- 
po r t i ona t e ly  about the  same f o r  a l l  l a r g e  and;.small  r e f i n e r s ,  i .e. ,  

43.percent  and 44 percent  of t o t a l  r e c e i p t s ,  respec t ive ly .  ' T h i s  

is r e f l e c t e d  i n  Table 3.7-1, A l l  Refiner Post-Entit lement Costs ,  

where t he  d i i f e r e n t i a l  between con t ro l l ed  o i l  and uncont 'rolled. o i l  

c o s t s  amounts t o  $0.22/bbl. This may not  neces sa r i l y  be t h e  case 

i n  a l l  months. 

7. The approximations involve considerable  rounding, e .g . ,  t h e  DOSR 

and DOOR a r e  rounded t o  s i x  decimal p laces  where i n  t h e  FEA calcu- 

l a t i o n s  these  r a t i o s  a r e  c a r r i e d  t o  n ine  decimal p laces .  

Cost Equal izat ion Lines (CEL)can be drawn f o r  a l l  Large, Small, and A l l  

Refiners  f o r  Apr i l  1977 using the  post-entitlemen't c o s t s  from Table.3.7-1. 

(See Graph 3.7-1.) The Entit lement Values (EV) used i n  t he  graph a r e  t he  

. t o t a l  values ,  including the  SRB and cos t  d i f f e r e n t i a l ,  between a l l  l a r g e  

and small  r e f i n e r s .  For' example, t he  EV f o r  uncontrol led o i l  f o r  a l l  Large. 

Refiners  equals  $2.48/bbl; f o r  Small Ref iners ,  $2.48 9 $0.70 = $3.18/bbl; 

and f o r  A l l  Ref iners ,  $2.48/bbl + $0.15 = $2.63/bbl. The two po in t s  f i x i n g  

the CEL can be e s t ab l i shed  by using t h e  appropr ia te  t o t a l  EV a t  0 percent  

. Deemed Old Oil (DOO) and 100 percent 0.l.d O i  1. (On) f o r  T,arge., Small, and 

A l ' l  Ref iners .  



From the CEL, each classification of refiner can approximate the EV for . 

any percentage mix of DOO. Post-entitlement Equalized Cost (EC) can then 

be calculated by subtracting the EV from the pre-entitlement WAC, i.e., 

EC = WAC - EV. If the EV value is negative, then: 

EC = WAC - (-EV) or EC = WAC + EV. 

The EV and EC values can also be calculated using the approximation 

formulas. as followe, using April 1977 data: 

1. Large Refiners: 

a. . . at . 20% DOO: 

Entitlcmcnto (E) = C R x  b#)SK- DO0 

= CR x DOSR - (.2 x CR) 

(Assuming the total receipts equal CR) 

E = CR x (DOSR - , 2 )  

CR x (DOSR -. 2) x EP 
CR 

= (DOSR - .2) x EP 
= (.284909 -.2) x $8.69 

= $0.7/1/bbl 



'.WHERE: Pre-Entitlement WAC of total receipts 

= .2 x WAC DO0 for Large Refiners,plus. 

..8 x WAC of uncontrolled (UNC) for Large Refiners; 

WAC TOTAL REC. = .2 x WAC DO0 + .8 x WAC UNC 

THEN: EC = WAC TOTAL .REC. i- EV 

= $12.66 - $0.74 
= $11.92 (which approximates the 

EC of ' $11.97) 

.. . b. . At.28.49% DOO, the EV = $0.00 and the WAC of total 

, . receipts equals the EC without any entitlement pur- 
. . 

chase or sale requirement: 

WAC TOTAL REC. = .284909 x $5.59 + .7151 x $14.43 
= $11.91/bbl (which approximates the 

EC of $11.97/bbl) 

EV = (DOSR -. 7 )  x EP 

= (..284909 -.7). x $8.69 

= -$3.63/bbl 

AND: WAC TOTAL REG. = .  . 7  x $ 5 . 5 9  + . 3  x $14.43 

= $8.24/bbl 



.THEN : EC = WAC TOTAL REC. - EV 

= $11.87/bbl (approximates $11.97) 

d. If the 70% DO0 was a mix. of OOR and UTR, the DOOR would 

be multiplied by the UTR to determine what part of the UTR 

was counted as DOO: 

Total mix = OOR + UTR + UNC = 100% 

D80 mix = OOR + (DOOR x UTR) - 70% 
Let OOR = 65% 

. . 
Then UTR = 7n$-h5% . i '. 

DOOR 

And total composition of the mix would be: 

O R  = 65% 

UTR - 15% 

UNC = 20% 

TOTAL = 100% 

. '  
THEN: WAC TOTAL REC. = .65~$5.59+.15~$11.33+.20~$14.43 



AND: . EC = WAC TOTAL S C  .. .-EK . . F - ~ ,  . b- : , . & .r .- 4 r-y , . '.. .'.4 $.:;..'. : ,., .. .:: ,,:2. . 
. ; . :.51> ,. 

. d  = ! $8.fi5:6,-:$:326-3) i-Eto&': cC?! ab eve) 
!:.I$, !b@, ,;:, f :,,. .&:~ i&.::. . . . . . . .s ..:, .; . 

: ,: .,i ~~$~~~~(8~./.~b1...(wh~ch approximates t h e  . >., . : ; - ? .- ,<. . , .. 
...A . - ,;;..Cc;\:, .n 9 . .  : . ': . .' ri.,,b;kj$;! . ;L . .~ l i ) . , s ,>  C .  P. 

EC of $11.87 i n  example c. )  
, .,?, +, " ?G<.t s~.~, ,~- .v ;? . .  . 4. - 

2. Small Refiners :  From Table 3.7-1, t he  t o t a l  EV f o r  Small 

Refiners  ~ q u a l s . $ 2 . 4 8  + $0.70 = $3.18/bbl a t  0 percent DOO. 

The l a=&r  EV f o r  Small Refiners ,  versus  t h e  $2.48/bbl f o r  

Large Refiners ,  r e s u l t s  i n  a Small Refiner Propor t iona te  

Share Rat io  (SRPSR) of -365938. The SRPSR equals  t he  EV 

divided by the  EP: 

SRPSR = $3.18 
$8.69 

The Small Refiner EV and EC can be ca l cu l a t ed  f o r  var ious  . 

percentage mixes of DO0 by the  same method used f o r  Large 

Refiners  but  using the  SRPSR of .365938. For example: 

a .  a t  20% DOO: 

EV = (SRPSR - . 2 )  x EP 

= (.365938 - .2) x $8.69 

= $1.44/bbl 



WAC TOTAL'REC. = .2 x $5.47 + .8  x $14.66 

= $12.82/bbl 

= $11.38/bbl (Approximates $11.27/bbl) 

b. A t  70% DOO: 

EV = (SRPSR -. 7) x EP . 

=.. ( . h h 5 9 3 ~  - - 7 )  i $8.69 

= -$2.90/bbl . - , 
.. , 

3. A l l  Refiners:  From Table 3.7-1, t h e  t o t a l  EV f o r  A l l  Refiners  

equals  $2.48 + $0.15 = $2.63 a t  0 percent DOO. Similar  t o  t h e  

Small Refiners ,  A l l  Refiners  a l s o  have a l a r g e r  EV r e l a t i v e  t o  

Large Refiners  which r e s u l t s  i n  an A l l  Refiner  Proport ionate  

Share Rat io  (ARPSR) of ,302647,  which is  equal t o  the EV divided 

by t h e  d ,  i . e . ,  $2.63 divided by $8.69'. .302647. The A l l  ~ e f i n e r  

EV and EC can be ca lcu la ted  f o r  var ious percentage mixes of DO0 

using the  ARPSR. For example: 



WAC TOT. RECl = .5 x $5.57 + ' . 5  x $14.48 

- - 
. . i 

$10.0 2/bbl 

EC = $10.02 - (-$I; 71) 
- - $1 1.72/bbl (approximates $1 1.821bbl) 

Graph 3.7-1 shows that all refiners, on the average, were equalized a t  a 

post-entitlement crude cost of $1 1.82/bbl. In the entitlements program, 

however, no individual refiner fits the "all refiner average." Refiners are 

either large or small due to the differentiation of the SRB and EAR. 

Based on averages, the cost equalization line for large refiners is 

reasonably representative for any larger refiner. Small refiners, 

however, have large variations in the value benefit from the SRB ranging 

from a fraction of one cent to $1.99/bbl in April 1977. Therefore, the 

small refiner cost equalization line is not likely to be representative of 

any small refiner. The cost equalizations lines are used to illlustrate .the 

total effect of the entitlements program and permit the individual 

refiner to compaxatively evaluate his own position relative to the overall 

program. 

The cost equalization lines do not show the effect of product 

entitlements for naphtha imported into Puerto Rico and residual fuel oil 

imported into the east coast market. The effect of poduct  

entitlements is reflected in the All Refiners Pre- and Post-Enti t le~ent  

crude cost in Table V of the FEA Data Compilation. h April 1977, the 

pre-entitlement cost equaled $1 1.76/bbl compared to a post-entitlement 

cost of $11.82/bbl for a $0.06/bbl differential increase in cost on the 

average. This cost increase is due to the issuing of net product 

entitlements. 



$3.18 b Entitlement Value vs. % Deemed Old Oil 
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3.$ ENTITLEMENT CALCULATIONS 

The FEA Office of Data Seav%ces, Domestic Crude Oil Entithmswts. 

System, Computation Soammmy by Month R e p o ~ t  b provided to each =finer or 

importer participating in the program. The Report documents the monthly 

entiifement cdculation of the individual participaat. The Iimt p i t  of this 

report provides the National Ratios, i.e., n t ional  Domestic Crude Oil Supply 

Ratio ( D ~ S R )  an& the D e e d  Old Oil Ratio (DOOR), a d  dso the national 

totals for the overall progratmn. The second part of the report calculates the 

individual partici~pmt's mtitBements to be wid or purchased. The d c d a t i o m s  

are made by co$lguter wing the data submitted by participants im the Refiner's 

Monthly Repmt, FEA-P1 02-M-1, Emporter's Monthly Report FEA-Pl26-M-0, 

~sphtha I q o a t s  h t o >  Pwr to  Rico, FEA-P129-ha-0, and Heating Oil I ~ ~ b p r t e r ' s  

Monthly Report, FEA-PP3t-M-0, AN calculations ape on a per-mmtb b&e 

i.e., c d e  ruus pee momah in barrels, e ~ u d e  oii receipts in BarpeBs, a d  eligible 

psodueO imports in bamds. The Small Refiner e is is scaled! accordhg to 

crude runs in barrels p a  day, But then the calculated per day mt i thme& is 

multipJied by the number of days h the reporting month to w i v e  a monthly 

figwe. 

Column A of the Computations Summary enters corrected mu3e m s  to 

stills reflected as CORR. RUNS @BLS/MO). Thb  is the same as the CR 

symbol used in the formuks. The figure entesed includes CR at the reporting 

refiner's refine~y, aB CR for hb acco~amt a t  another refhery prd dl CR for 

non-reftnepa at his refinery. CR processed into residual fuel oil OP pet~?oleoam 

pmducts, excluding refined lqricatixtg oils, which are e x p r t d  me 

included. CF4 for another refiner at the reporting refiner's refinery are d s o  

mot included. The entesed figure may be cortected by FEA to effect - 
eomectiom from prior monthss amended reports and may be different %porn the 

figure entered om the FEA-B102-M-1, lime 40199. (See Chapter 4 fop. more 

detail on corrections). 



The Domestic Residual Fuel Oil Deduction (.SDRD) is reflected on the 

report as a -.5 RESID DEDUCTION. The figure entered is  one-half (.5) the  

volume of residual fuel oil sold in or into the  ~ a s t  Coast BOM Refining District 

(less the first 5,000'bbls per day). The figure is derived from line 50199 of the 

FEA-PlO2-M-1. This figure may be corrected by FEA t o  reflect  prior months' 

amended reports. 

The S D R D  is subtracted from CR to  arrive a t  adjusted runs qualifying 

for entitlements, reflected as RUNS" on the report. Adjusted crude runs are 

multiplied b y .  the  DOSR to  arrive a t  the number of entitlements based on 
. 2 

adjusted CR, which is reflected as E N ~ ( S * R U N S " )  bn the report (NOTE: the  
. . 

* symbol as used in the report means time.s (x) and S equates t o  the DOSR). 

, 
Column B of the  Computation Summary Report calculates product 

enti t lements for imported residual fuel oil into the east coast market and for 

imported naphtha into Puerto Rico from the da ta  in the  FEA-Pl26-M-0 and 

FEA-P129-M-0 reports. (NOTE: In February and March 1977, Column B 

ineluded cntrice for calculation of heating oil cntitlcmcnto which appcrulod as 

IMP HEAT FUEL (BBLSIMO) and D*IMP FUEL. As heating oil enti t lements 

were issued only for the  two months, the associated calculations are omitted.) 

. The number of barrels of residual fuel oil imported is reflected as IMP 

RESID (BBLSIMO) and the number of barrels of Naphtha imported is reflected 

as IMP NAPHT (BBLSIMO). 

1. The entitlements issued for residual fuel imports is 

ealeulatcd by multiplying thc numbcr of barrclo by thc  DOSR and 

l11e11 ulult iplyi~~g the result by 0.3. This is reflected as S*.3*IMF 

RESID on the report. 



2. The entitlements issu'ed for naphtha imports me 

calculated by multiplying the number of barre%s by a fraction,, 

,which is the WAC of naphtha imported into Buerto Rico for that 

month minus the imputed cost of .domestic naphtha divided by 

the entitlement price (EP). This fraction is reflected as  N on 

the report and N*IMP MAPHT equals the number of entitlements. 

3. The TOTAL PRODUCT ENTITLEMENTS equals the sum of 

residual fuel oil entitlements and naphtha entitlements. (NOTE: 

There are only three firms issued mphtha entitlements in Puerto 

Rico; for the majority oT participants who import residual fuel  

oil, the TOTAL PRODUCT ENTITLEMENTS equals .the S*.3*IMP 

RESID.) 
; :  

. . 

Column C of the Computation Summary Report calculates ?.he Small. 

~ e f i k e r  Bias (SRB) entitkrnents for 'those refiners whose crude rum aberdge 

less than 175,000 barrels per day. The SRB is scaled on a curve m d  incieases 

the runs per day decrease to 10,000 barrels per day. (MOTE: The SRB 

calculations are based on guns per.day in thousands. To arrive a t  the total SRB . . 

entitlements issued, the number of entitlements must be multiplied by the 

number of days in that month. See paragraph 3.51 for d6tails on calculating 

the SRB.) The SRB entitlement is reflected on the report as E N m  (EX). 

The Computation Summary Report calculates . the n u m b e ~  of 

entitlements to be sold or purchased under the heading, SUMMARY. . ' 

1. The first line entry is the old oil corrected ~receipts. This 

number is based on the volume of old oil reported in the FEA- 

PlO2-M-1, Part 5, line 20399. FEA enters co~rect ions to Phis ,, 

volume on line 20409 based on amended reports for'prior months. 

The corrected volume is entered on line 20499 and is the number 

used in the summary' calculations as  OLD OIL CORRECTED 

RECEIPTS. 



2. The second line entry is for upper tier oil receipts. The 

upper tier volume is reported in the FEA-PlO2-M-1, Part 6, line 

30399. As for old oil, the FEA makes any corrections and enters 

them on line 30409. The corrected volume is entered on line 

30499. This volume is multiplied by the DOOR in the 

computation summary, UPPER TIER CORR REC*DOOR, to 

arrive a t  the equivalent old oil volume, cost-wise, represented in 

the upper tier receipts. (NOTE: For a detailed explanation of 

the DOOR, see paragraph 3.6.) 

3. The third line entry in the summary is the sum of the 

,corrected old oil receipts .and the g!!iv;llent old oil volume 

(corrected upper tier receipts x DOOR) which equals the 

CORRECTED DEEMED OLD OIL volume. 

4. The fourth line entry is the adjusted crude oil runs 

multiplied by the DOSR from Column A, i.e., ENTIT(S*RUNSN). 

5.  The fifth line entry is the number of product entitlements 

from Column B, i.e., TOTAL PRODUCT ENTITLS. 

6. The slxth line entry is the number of entitlements 

provided by the Small Refiner Bias (SRB) from Column C,  i.e., 

ENTIT (EX). 

7. Tile seventh line is the sum of the column entries, A+B+C; 

i.e., INTGR ADJ. TOT. ENT(A+B+C), which represents the total 

number of entitlements provided from runs to stills, product 

imports and the SRB, i.e., Integrated Aqusted Tntal 

Entitlements. 



. 8 .  The eighth line entry is .the CORRECTED DEEMED OLD 

OIL VOLUME, a s  previously calculated in the third line entry. 

9. The ninth line entry is the  difference between the 

Integrated Adjusted Total  Entitlements (A+B+C) and the  

CORRECTED DEEMED OLD OIL VOLUME. This difference is 

the  initial purchase or sale requirement, i.e., ~~& PREQ(-) o r  

SREQ(+). If the difference is negative (-), an enti t lement 

purchase is required. If the  difference is positive (+I, an 

enti t lement sale .is required. 

10. The tenth line entry is the prorated number of 

enti t lements for an individual refiner to  buy or  sell t o  correct  for 

adjusted volumes of old oil reported during the  period November 

1974 through August 1975. This entry appears as TEN+IONTH 

CLEAN-UP with a positive or negative number of entitlements. 

Here also, a negative' number indicates a purchase requirement 

and a positive number a sale requirement. The 10-month clean 

up ended. with the February 1977 enti t lement notice. . 

11. The eleventh line entry is the  number of enti t lements 

provided by Exceptions and Appeals relief. Normally, this L a 

positive number, but may be negative in order Po effect  prior 

correct  ions. 

12. , The twelfth line entry is the algebraic sum of line entries 

9, 10, and 11, i.e., the  initial enti t lement purchase or  sale 

requirement plus or minus (+) - the  TEN-MONTH CLEAN-UP and 

plus or minus (+) - EXCEPTIONS & APPEALS relief. This results 

in the final purchase or sale requirement, i.e., FINAL BREQ(-) o r  

SREQ(+). If a refiner has a negative requirement, h e  becomes a 

purchaser of enti t lements and if a positive requirement, h e  

becomes a seller of entitlements. Purchase and Sale 

requirements a re  listed by firm in the  Entitlement Notice, 

published each month in the Federal Register. 



3.81 EXAMPLES OF ENTITLEMENT CALCULATIONS 

Example: Computation Summaries are presented to illustrate the 

calculations for representative refiner and importer situations. Real-world' 

entitlement data is used for the month indicated. Simulated refinerlimporter 

reported data has been realistically substituted for the actual data. 

EXAMPLE SITUATION 

1. Large refiner-buyer who imports residual fuel oil into the 

east coast market and who also sells prnc~ssed .residual fuel 

into the east coast market. 

." 2 .  Small refiner-seller, less than 10,000 hhl/day, with.'no imports 
, i l  

. . , or . sales of residual fuel oil into the east coast' market. 

3. Small refinerseller, more than 100,000 bbl/day, with nu 

deemed old oil, who imports naphtha into Puerto Rico. 

4. Small refiner-buyer, 10,000 - 30,000 bbl/day, whose buy 

position is reversed to a sell position by Exceptions and 

Appeals Relief. No imports or sales of residual fuel oil 'into 

the east coast market. 

5. Importer-seller, only imports residual fuel into the east coast 

market. 

Small rcfincr-ccller, 10,000 - 20,000 bbl/day, whose sell 

position is reversed to a buy position due to the TEN-MONTH 

CLEAN-UP. 



7.  Slnall refiner-buyer, less than 10,000 bbllday, who has 

Exceptions and Appeals Relief. 

8. Small refiner-seller, more than 10,000 bbllday, who imports 

residual fuel oil into the east coast market and also sells 

processed residual fuel oil into the east coast market. 
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OLD O I L  COQRECTED R E C E I P T S =  6282474 
UPPER l I E R  COKR -REC Di30R=+ 1109118 

----..--------. 
C U H R ~ C ~ E : )  DEEHEO OLD O I L  = : 7391592 
COL, A ( S * R U N . 5 " )  = 5594959.9 
COL. R (PRODUCT ENT.SI  = 26681.67 
COL, C (jnr!.L REf,  O I L S )  = 0 .6  

i Exanplc 1: 
I Lsrg: refiner-:?uyer who inports 

residsnl fuel oil into c&e 

1 East-Cozst mxrket and who also 
sells processed residual fuel 
in:o tire East-Coast narkct. 

i ----.--..----- 
I N T G H  .iD.J. TOT. E N T ( A t B + C ) =  5621640 
CORRECTE3 DEEaED OLD O I L  =- 7391592 

I.-------- 

I N I T I A L  PREQ(- )  OR S R E O ( t ) =  -1769952 . 

T E N  ~ ~ O N T H  CLEAU-U-? = - 2167 
E X C E P T I O q S  R XFPS'LLS LM:, = 0  .--..-.---- ' 
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INITIAL P H E Q ( - 1  OH SREG(+I= 106836 

TE:4 HONTtI  CLEAK-GP = 0 
E X C t P T I U h S  F. APPEALS EN?. I; 

-------.3-- 

F l ! J A l .  I ' h ' E ~ , j ( - j  1'1:t ! j l , f l . ' ( + )  = 1 0 h R ? A  

EX=l)AYS* (RUNS) *,?,?B.g 
E N T I T  ( E X )  - - 50068.53 



EXlLxPLE 3 

IaEf'!Iq T : RERriEXY KAME 

... . . . .. - 
OFFICZ OF DATA SERVICES EXAMPLE 3 

DOHESTIC CRULE O I L  ENTITLEMENTS SYSTEH PAGE8 

C O R P U T A T I ~ J N  SiJk.nhRY FOR nClNTn UF DECEV3EH 1 9 7 6  DATE OF REPORTt 02 /22 /77  

S i j c ~ c E :  P - l ~ ~ - r - : ; ? - ; 2 a - c l . - u ; p - 1 ~ 9 - ~ - 3  hATIU ldAL TOTALS 
OLD O I L  A O J .  R E C .  = 11 93 13258 H6L'S/.+U SH REF B I A S  t N T .  t 7 S h 7 8 b U . 8 2  B B L S / f l c  

b,,? ~ . t p . :  .t:..bL 5L'yESTI C CRUCE I w i L  NET 1u.0 1 1 1 ~  CUFH, = -752UO t iELS/qO 

Si 'PCL"  2s l :C ( S l  = ( i . 2 0 5 3 a 9 5 2 3 5 0 9  U?PEB - 1 E H  REC. = 95U35869  E ~ L S / * U  EXCEPTIUN 8 A P P E A L S ' =  2 1 1 q b U 5  'BYLS/*O 
: < E l  i lPPER TLER CORR, = . 7 7 E 9 c  YSLS/:O 

.:;EF'..~? r:~[; I):-  U A T I I ;  CHUOE RGNS = J 7 5 0 9 5 3 7 8  Y @ L s / - : U  % A P H T H &  INP(IWTS ENT'.= u g b q ~ e  B ~ L S / ~ O  
.;;,:j:lC.; =b, 1 8 3 i ~ ' j ~ ; Q ' j Q t )  L E T  CRUDE RUh'S CI>RR, = - 7 4 2 7 9 U  BrjL.S/>lC 

EAST C!IAST R E s ~ D  PRUD.= 1 7 0 8 3 0 2 6  SELS/YU TOTAL D~IMEST~C EeC. H E 3 1 0  FL)A 
:.L?: : ! - . A  i ? r 3 f ; + i S  11;iG cq-b:!!.~(! RIG:; hET E e C .  W E S l D  C O m .  = 1 9 7 7 5 9  ef !LS/*U - 5  R E N E F I T  D E ~ U C T I U N S  b 4 5 3 O Z b e 5  B t l L S / k C  
.. .\.. . . .  . -  --.;,.u,.T k J T I i .  ( : J )  = \ 1 7 2 5 ' 7 3 € 9 ~ 3 3 2  EAST COAST K E S I D  IYP. = ~ 4 9 4 5 5 5 5  Ei5LS/KO 

NET E , C ,  RES i b P  CGSW,= 42489  ~ R L S / ~ ( U  TOTAL PKOOJCT i?NT,= 3 9 6 0 3 1  1 B8LS/:4C 
PuER'Li R I C O  kAFHT I k P . =  2 3 5 2 5 3 6  6?LS /<O 

p,R. hAP f L P  CURR,= . r) RY:s/:-'~u 

*t*****+~**it*****f******+******t***************.*~**************~****+**~**44****~***********t****44***************t**************' 

' D 2 C c  R:i!:S/EtvTiT CflL (I- PRODUCT Eb iT I  T COL S H A L L  REF 8 1 ~ 3  E N T I T  COL 

-,. ..- tsl ; e l  t c i  
. , ? 4213336 IMP HE5 I D ( 6 i j L S / t , : U ) =  0  RUKS(MB/D) = 135.91568 

' a  -, j t.j?S!!: CE: ! ;~C-~CP:=-  0.0 I R P  b A F k T ( G Y L S / S U ) =  
m 

560359 
9--. --------.I 

6 31 - - 423.3336- S * , 3  :i.:P K E S I d =  O..J E ~ X = 0 ~ Y 3 * ( ( ( R U ~ S ) ~ l O O ) * ( ~ l b , 7 7 3 3 ) t 1 ~ ~ 8 )  
L:. ; 1 ii: ~ d k s ' '  ) = 1104591.1C & 4 I f i P  h A ? K i = *  96710~24'  E N T I T  ( E X )  - - 20322.84 

. SunKAsY 
OLD O I L  COSHECIED RECEIPTS= 0  

Snc11 r e f i n e r - s e l h r ,   ore thon UPPEY T J E H  C O R E  R E C  * DUO$=+ C. 0 
.lCS,OOC bbllday,  with IN b e n e a  o l d  .-...-.-.-.-. 
o t l  qzho i cpor t s  naphtha i n t o  Puerto CORRECTED DEEfIED OLD O I L  = .. a 
3 i c o .  CUL. L ( 3 * RbNS")  = 1109591.10 . 

COL. R (PRODUC1 EN1.S) = . $5710- 3 
CUL. C ( S K I L L  FEF.  B I A S )  = 

' 20322 F6 ---.------ - 0 -  

!NTGF AOJ, :LIT, E N l ( A t f i t C l =  1226624 
CIIRREC-ED DEEfiED OLD O I L  =- 0 

0.  -I.----. 

I N I T l A L  P H E G ( - I  OR SREO(+)= 122624 

TEN f i f iN1; i  CLEAN-UP = .-&228 
EXCEPTTOKS R AFPEALS ENT. = 0 

--*------- 
F I ~ ~ A I .  F M E O ( - )  rw S H E ~ ; ( + ~  = 1222396 



P E = r G  : REFINERY NAM 
I EX&?PLE I DUP!EST.IC'CHUDE O I L  .ENTITLE~EN.TS SYSTEM PAGE t 

COYPUTATION SUFMARY FOR MUNTh UF DECEMBER 197.6 DATE OF R € P U a T t  0 2 / 2 2 / 7 7  

N4TIONAL TOTALS . 
OLD O I L  AD;, RECo = l i 9 3 1 3 2 5 . 8  
KET ClLD C;IL COWR., . = . - 7 3 2 u 0  
UPFER T I E S  H tC ,  = 9 5 9 3 5 0 6 9  
K E i  UPPER T IER  CUHR. = ' 7 7 2 9 4  
CAUDE RUNS. = I r 7SC95?78  
NET CRUDE RUNS CflUR. = -74279.4  
EAST COAST HESID  PROD.= 170b3O.26 
 JET E,C. KES IO  C I I R H ,  = 1 4 7 7 5 9  
EAST Cl.lAST R E S I O  I:l?, = ' lUQU55=.5 
NET E.C. R E S  x r p  CURH,= 0 2 4 6 9  
P C E S T U  R I C O  F;LPHT xw,= . 2 3 s z ~ 3 b  
r r t i  P,R, H A P  IKP c n n ~ , ~  o 

B U L S / Y O  ' sn  HEF r x A s  E N r .  = 7 s b 7 e b o . a ~  e e L s / w  
GPLS/KO 
B~'LS/MO EXCEPTIOI~ B APPEALS.= ' 2 1 1 q b v S  B ~ L S / P O  
e w L s / w  
'BHLS/nU NPPHTHA IHPORTS ENT,.= UOb038 BBI.S/RU 
ReLS/F:u 
.BHLS/yU T(ITbL DDMFSTIC E.C. R E S I 3  F U 4  
t i ~ L s / t < U  .5 R E b E F l T  CEDUCTIONr  b ~ s J ? Z b , 5  OgLS /nC  
bi?LS/: l l I  
SLILS/:.IO TOTPL PRU0uC.T EkT.= 3 9 6 C 3 1 1  ?5'.S/cC 
i!EL.S/"O 
5BLS /PU  . 

PROCUCT E&TIT C [JL SM4LL 2EF B I A S  E N T I T  CCL 
(3) (C )  

I?? W ~ S I D ( B ~ L S / E O I =  : C  R U ~ ~ S ( ~ B / O )  = 2$.;7861 
IMP E ~ P H T  ( ~ ~ L S / C Q )  = r) 

\O ------------- 
4 -.  ti^*. = 768131 S ' *  ,3 * I H P  RESID= '- 0.0 E X = D A Y S * ( ( ( H U N S ) - J O ) + [ ~ ~ . ~ S ~ + Z Z ~ ~ )  

E:.T:T(S t ;;Ut.;S") = 
202256.91 N I M P  NAPHT=t 0.0 E N T I T  ( E X )  s 90056.9 7 ,----..---,-. 

TOTAL PRRCUCT ENT ITCS=  o e o  

SuHEAsY 
QLD C I L  CORRECTED RECEIPTS= 285303 
UPPER T IER  COHP WEC DOOH=+ 46957 . .. 1 ' Exaaple 4 

1 
Snail re f i ne r -buye r .  10,G03- 

3C ,000 bb l fday ,  =hose buy  , p o s i t i o n  
, is r eve rsed  t p  Except ions  and 
; .:.~;eals F -e l i e i .  Mo imao r t s  o r  

s t l e s  of r e s i d u a l  f u e l  o i l  i n t o  
the Eas t  Coasc market. 

.-..--.an..,- 

CORRECTED OEEHEO OLD O I L  . =  
. - 331363 

COL. A ( S * RUNS1'J 2 0 ~ 2 8 6 . 9 1  
COL. R (PH001JCT Er4T.S) = 0 , 3 
COL. C (SMALL HEF. B I A S )  = 90054.97 ------------- : 
INTGR AUJ, TOT, E N T ( A * U t C ) =  292342 
CORRECTED DEEHED OLD O I L  2- 331360 

I....--.--.. 

I N I T I A L  PkEO( -1  OH S H E O ( t ) =  -39318 

. . TEN kO>jTH CLEAN-Up = 
-2192 

EXCEPTIONS K APP,EALS = 73451 
--.ll)--C-'. 

F I N A L  PRFU(-)., flu S k t c ( t )  = '  32251 



: .: P L g I  : IMPORTER'S NAME 

DT:IFST!C CRUGE :'1L ';i;TITLEfiENTS SYSTEM 

NATlaNAL T S T A L S  
CLLb C l L  h3J. ?kc. = l l + P ? ' . 4 7 V 2  COLS/".3 SY R e F  E I A C  E>17. = - /* t i '~19+. : .1  LL::\/:~L. 

S E T  ~ L T '  CJt LC<?. = - 2L51LS  b 3 ~ S / I 3  
C V P F C  T;FR DF:, = ?;j.b=(.=7 :SLS/*> ~ X C ~ P T I ~ N  t API'!:ELS = 2 . t - L L ~ >  : ; G L ; / ~ L ;  
NET VPPsS TI:?. C O S R .  = -576C69 5bLS/P,3 
C C U D E  clrXS =+6724!;3ZZ . t b ~ E / t i C  N ~ P h 7 t : k  IHP:?k?1 L t N 1 . z  ' 3 t s 5 c d  6HLL/XG 
pie7 'C'I;?c i:U!;S L'J-.<. = -32L7b .=:'.LS/i<.j 
El. ST CCr  ST hk j I 3  ?$C2.= 1Yt.;!C5tS t E L S / M ,  i!3TAL ? C Y C S T I C  t.C- K t b l D  
!'5T E . C .  f!tS1;1 it;:,'.. = * u GWL>/! . ; \ ' ;  - .- .IT 3E??f:F? C Crl.f,L'cTI;i:$= I > ; &  1 7 2  .> ~ ~ I L ; / X ! ;  
F A S T  COdSl ?ES:3 Ir ' iPe = 43C4'r45 ? . Y L > / M ~  
F!5T :.C. R E 5  lF?P LLF.I:..= -2VLlT tjRLC/,F:3 Y3TP.L P R O C U C I  C:. i l .=  3Lic l >  1 IitjL>/:.:Z 
P I I Y ~ I  L: 2 ICZ r:t.?nl I?IP.= 5: .e13%0 ~ ~ L S / N L I  
I : f T  P.?. t,iaP IEiJ ;CRY.= 9 rL;L.4/P.5 

1 Zqcrter-sel ler,  impcrts 
i res i iuz l  fuel oil into the  
i Z z s t  Co3s: rarkct.  



I EYAYPLE .6- 1 
. - .  

O F F I C E  OF DATA SERVICES 

DOMESTIC. CRUDE O I L  ENTITLEMENTS SYSTEM I EXAMPLE 6 ] PAGE I 

. . - - . .>. -  : C - C y  : . REFl?:ERV NAME 4 .  
CSHPUT~TION S U M ~ A Q Y  FOR MONTH OF KOVEMRER 1 9 7 6  , DATE OF REPORT1 0 1 / 1 4 / 7 7  

.. ::' . :'CE.: P - l ~ 2 ~ ? r - 1 / P - l ~ b - M - ~ / ? ~ 1 ~ 9 - H - o  NATIGNAL TOTALS 
- OLD C I L  bDJ.  REC. = i 1 6 9 1 8 2 9 3  BBLS/HO sn REF B I A S  ENT. = b 5 7 1 2 7 C . 9 5  BBLS/MO . . 

-:. r :'Ju:L 32xE:TI : CR'JOE OIi ,  NET OLD OIL-CORR, = - 7 2 0 5 0 0  B 8 L S / H O  
;;P2LY SArl iJ  ( S )  ~ C . ~ 7 3 0 7 3 5 2 5 q 2 u  UPPER T I E R  REC. = 9 2 2 6 2 9 2 9  O ~ L S / H O  EXCEPTION 8 APPEALS'  = - 1 6 7 6 9 9 2  BBLS/MO 

k E T  UPPER T I E Q  CORR. = 5 6 3 0 2 8  B B L S / v O  
; : E ~ . ! E ;  2i.p 2 1 ~  ~ A T I : ~  C?CCE RUNS = U S O ~ A U O U ~  B ~ L S / ~  NAPHTHA I V P O 2 f S  EXT.= 6 5 2 7 0 6  BBLS/MO 
:?j:.34) r?, ! 77 ; :520018cS  NET C3UDE RiJNS CnRR, = - 7 0 3 5 1  e f iLS/UO 

E A S T  COAST 3 E S I D  PfiUD.= 1 6 5 0 a 2 4 o  9 8 L 5 / > ! 0  TOTbL DOYESTIC E.C. R E S I D  FOR . 

. . .;:=.A;.-A !L:P:: .~~s  :&IT:) Y ~ F H T I )  Y T C O  VET E.C. WESID C'I~R, = 4 5 3 2 9 6 1  & B L S / Y O  ,5 BENEFIT DEDUCTION= 8 2 9 a 9 a 1 . 5  BBLSIMO 
-.--.I " .. , . .CT K k T , : O  ( X I  = C ,  1 8 9 0 9 3 2 8 0 4 0 9  E A S T  CLIAST R E S ' I D  ~ n ? ,  = 3532.4593 BRLS/EO 

Y E T  E.C. R E S  I ~ P  C O R ~ . =  3 7 8 5 5  BSLSIHO T O T A L  PRODUCT ENT,= 3 5 2 5 0 6 1  BBLS/MO 

. . PUERTO WICO MAPHT I "P ,=  J ~ i S l b 7 7  ERLS/MO 
. . . . .  K E T  P,R, N A P  I?P CCIRR,= , , 0 R 9 L S / U 3  

. . k a I 1  r e f i n e r - s e l l e r ,  10,000-20,000 
~)~i!dz:;, v'nzjse s e x  posLtion Is due t o  ---- -..- s - d l i  r c i i n e r  b ias ,  bu: is reversed 
by t h e  t e n  month clean-cp.  

PRODUCT EYTIT CUL : SMALL REF B I A S  E N T I T  COL , 

( 8  ( C l  
I M P  R E S I D ( B B L S / H O ) =  0 RUNS(MB/D)  = 17.41817 

0 '  IF!P V A P + ~ T ( ~ S L S / X L I ) = ,  

s * . 3  * I?? RESID= 3 , 0 ~X~DtVS*((~RVNS)~lO)*~i(1,75~+22881 
h * INP NAPHT=+ 0.0 E N T I T  ( E X )  - ------------- 77931.25 

TOTAL PRODlJCT E N T I T L S Z  0.0 . . 

SUM'4ARY 
OLD O I L  CORRECTED RECEIPTS= 176206 
UPPER T I E R  CLIKR 2EC * DOOR=+ 35909.04 ------------- 
CORRECTED DEEMED OLD O I L  = . 212115 
COL, A ( S RUNS") - - 142691.68 
COL, H (PRODUCT ENT.S) = 0.0 
CQL. C (SHALL REF, H I A S )  = '77931.25 ., 

-------------. 

I N T S R  ADJ, TOT. ENT(A+R+C)= 220623 
CORRECTED CEEMED OLD O I L  =- 212115 . ----....---- 
I N I T I A L  PREO(- I .  112 SREO(+)= 8508 

TEN MONTH CLEAN-ltP =-  - 15822 
EXCEPTIONS 8 APPE.ALS E k f i  = 0 ---------- 
F I N A L  p i ~ ( ~ ( - )  OR S Q F O ( + )  = . . . 

-7314 



GOF:EbT.:C CRUDE C l l L  ENl1TLEt :ENFS SYSTEM 

r j A l  I O ~ J A L  T l i T L L S  
OLD OIL L D J .  REC, =119'1)13258 HI;LS/XU 
lrET DLC C I L  LI!P~+. - - .  - - j321 :~  EpLS / r . g  
UPPES TIER HEL, = 9 5 0 3 s b h ~  R H L S / ~ U  
VET UPPEG T I E K  CCRR, = 7 7 2 ' i q  83LS/tiU 
Cii l jOE Glib.S =475( r9567 i? '  Rt!LS/rO 
rrET CKWL'F: RUNS CCFR, = - 7 ~ 2 7 9 4  B b ~ S / t * d  
EAST CC.AST 3 E S I O  PrilJL'.= 1711P3U2b t i 3 L j / e r )  
t i i T  t,C:. ~ E S I I )  c r - i t k .  = 1 9 7 7 5 9  UI?LS/:.~LI 
E L S T  c 3 a S T  ~ E S I D  I!!?. = L i u 9 U 5 5 5 5  sb~S/:'.!2 
.:,El E.C. PES I K p  Cr;2?.= 0 2 ~ 3 9  b t ~ S / t . ! O  
P y E ? i Z  H I C O  Y A P H I  I ~ P . =  2 3 5 2 b 3 b  e ? , i s / x i  
b;ET P,K, N L p  1V.P CUPR,= '3 ~ o L S / M O  

1-1 PAGE t 

1976 U A T t  UF HEPCRTa 0 2 / 2 2 / 7 7  

SPl. REF B I A S  ENf.  = 75671)tO.bZ B Y L s / ~ O  

E:CEPIIUN g APPEALS .: 2 1  i 9hus  YBLS/nO 

NhPi iT: iA II4PORTS t N T  .,= U O h 0 3 8  t lBLS/HO 

f 3 : b C  Dl ' fcESTIC tot .  HESID FJH 
. S  P E K E F I T  FEDUCTIOh= b u 5 3 0 2 b r 5  8 b L S / F G  

TU-PL PRODUCT EtdT.= 3 9 6 6 3 1 1  B B L S / n O  

S m l l  r e f  ine r -buyer ,  l e s s  t h a n  
:C ,3C? b:;l/day; who has E x c e p t i c n s  i , 2nd !.?peals B e l i e f .  . 

s ,3 IPP HESIU= 0.0 
x I n P  N A P h f = t  0 . 0  

---------om- 

T m A L  PRODUCT E C T I T L S =  0.0 

SUMI+ARY . . 
OLD O I L  COHHECTEC RECEIPTS= 89203 
UPPEFi T l E H  COHR k E C  * CULIH=t 11693.17 ------------- 
CORRECTEO. DEEKEP ; t iLD OIL = LO0896 

COL. P ( S + RIJNS")  - - 42456.66 
COL. d (PROnUCT t t iT .S)  = 4 0 b 
CilL. C ( M A L L  PEF. 9 1 A S )  = 36869.30 ------------- 
I:jT!;P APJ. T 0 1 ,  t ; ~ i ~ ( ' n + k t c I =  79306 
COHKECTSO DEEIIED QLD O I L  =- 100896 . 

TEN HlJ l jTH . Q ; ~ E A ~ ~ - ; J P -  = -16 
EXT.EPT1.3r.JS d. A F P t A L S  E N l .  = 10930 . ---------- 
J I!.:~,L P ' ~ $ . ' I J ( - ~  : iw f : :yo(+)  = -10776 . 

EX=DAYS*(HUNS)*228,8  
Ed ;T IT  ( E X )  - - 

' 36869.30 



urr  A L C  ur V A I ~  O L ~ V A L L J  

DONESTIC CRLDE O I L  E%TITLEMENTS SYS iEM 

t.;ATIONAL TGTLLS ' 

OLD O I L  AS;. aEC, = l i 9 3 1 3 2 5 8  b a L S / ? O  
KET O;i> L i i L  ZLlZ'R, = - 7 3 2 J C  Uf iLS/PU 
U V P E H  T IER  KECI = 9 5 0 3 5 8 5 9  j s i S / t ' U  
K E T  UPPER TIER CGRH, = 7 7 2 9 4  a E L s / w  
C G I ; ~ E  RUI.S = U . I S O ~ S B ~ ~ . -  B e L s / r t u  
;JET CHUOE l?U::S Clji7U. = - 7 4 2 7 3 4  kih~S/! !U 
EAS,T COAST H E J J D  Y U U O . =  17!!8302b ~ J L S / ~ O  
!< tT  E.C. RES IU  C O X H .  = ! q 7 7 5 9  3!1LS/frd 
E A S T  C O A S T  e f s I c  1 % ~ .  = bLFu5555  b a L s / r u  
hCT E a t .  RES, 1V.P C t l G H , =  o 22.53 abI.S/>:Z 
P U E R i O  CilCb ?:6Pr!T IKP,= 2'35283.6 Rf?LS/nL) 
NET P,R, N A P  I P ~ P  C C K K . =  u t l u~s /nu  

1 9 7 6  DATE UF R tPuRT ;  0 2 / 2 2 / 7 7  

SW REF WiAS ENT. = 7 3 6 7 8 6 0 . 8 2  8 8 L S / K O  

EXCEPTIUN L APPEALS = 2 1 1 q b a s  suLs/nu 

NAPHTHA IMPLINTS ENT.= UObO38 BBLS/V.O 

TOTAL D r J r E S T I C  E.C. WESJO FO* 
.5 ~ E ~ ~ F I T  ~ ~ > U C T ~ U % =  b a 5 3 0 d 6 . 5  gsLS/MO 

TCTAL, PEC'IDUCT. ENT.= 3 Q 6 6 3 1 1  BYLS/HO 

------------- I-' 
1 :  = 368259 ' S , 3  * I H ?  4ES ID=  10427.77 E X = D A Y S * (  ( (PUNS)-I 0 ) * ( 4 1 . 7 ~ ) + ~ ~ 8 8 )  

E K T I T - , ( E X )  , ' =  E % T I T ( z  k l j t4Sn)  = 16978.58 h t I f i P  KAPt iT-+ 0 . 0 7.3966.?7 
ow--.-------- 

TOTAL PRODUCT E W T I I L S =  10427.77 

,SUnMARY 
OLD' OIL CORRECTED RECEIPTS= .' o 
UPPER T I E R  CCHR REC * CCOR=+ 0 a 0 

---.-..---.-I 

C O R ~ E C T E ~  DEEVED OLD OIL = .. o 
COL. A ( S * RCkS" )  - - 96978.58 
C U L . B  ( P R O O I J C T E N T ~ S )  = ~10427.77 
CUL, C (Sr<ALL REF. B I A S )  = 73964.27 - 

.---.-1---.-1 

EX:r?ii.'L& 8: 

. S 7 z l l  r e f i n e r - s e l l e r ,  ;nore 
I ' thar! iO,G30 bb l /day ,  who i c p o r t s  

I r e s i d u a l  f u e l  c i l  i n t o  the East  
. 

Coas: marke t  on? a l s o  s e l l s  processed 
1 . r e s i u u n l  f u e l  c i l  i n t o  t h e  East  

L Coast marke t  

. . 
INTGf(  ADJ. 101.  t N T ( A + R i C ) =  181371 '.  .. . . .. 

. , 

. CUHRECTEO DEEMED OLD LJIL =- 0 . , ----.----.. 
, . 

, I 1 ; I T I h L  ? W t : J ( - 1  UH S R t O ( i ; =  . 1~1 .771  : % . .  . . . 

. 

I 

TEN MONTH CLEAN-UP -= -6593 
EXCEPTIU'iS L APPEALS EEJT, = Y 84 

rir------- 

F I * J ~ L  . P ~ ; c o ( - I  ~ I R  S I ~ ~ I , ( +  1 = 175762 
. . . . 



3.82 ENTITLEMENT CALCULATIONS BY FORMULA 
. .. 

For.. 'some firms, i t  may be more expedient t o  use a 'formula for 

enti t lement ' calculations. The formula presented generally uses the same 

symbols as the DOSR formula, but in the  interest of clari ty all symbols used 

are defined-h&e. The general formula for all situat:ions is: 

E - - (CR - .SDRD) x DOSR + (.3 x DOSR x IR) 
+ (N x Ell)  + SRB - (00n I (BOOR IC TTTR.)) 

. - + E A R  

WHERE: 

DRD 

. :  3 .  

= Number of E ~ ~ t i l l e r n e n t s  ' 

- - . .  Corrected Crude Runs t o  stills in bblslmo ., 

- - ~ d m e s t i c  Residual Deduction for residual 
fuel oil sold in, UP into, the  east coast 
market in bbls/mo. This is the  volume 
sold less 5,000 bblslday x number of days , 
in the reporting month. 

DOSR = D0mes t . i~  Oil Supply Rat io  

I R  el Imported Residual Fuel Oil sold inio the 
c a s t  c o a s t  market 

N , - - .  Naphtha imports into Puerto Rico product 
1 ratio, i.e., the  WAC of a l l  naphtha impor- 

ted. into Puerto Riso  for that  month less 
the  imputed WAC of domestic taphtha 
divided by the  enti t lement price (EP): 

(WAC Imported Naphtha - WAC 
N - - Domestic Crude x 1.2) 

E P  



NI - - Volume of Naphtha Imported into Puerto 
Rico for that month " 

. . 

SRB - - Small Refiner Bias . 

OOR - - Corrected Old Oil Receipts, i.e., volume 
. . of old oil purchased for that month 

DOOR = Deemed Old Oil Ratio; i.e., 

DOOR = (WAC Unc. Crude - WAC UT Crude) - $0.21 
, E P ,  

,.., . i  :. 

- . ~ T R  : ..- Corrected Uppet Tier.Receipts, i.e., volume 

.. . of new oil purchased for that month 
. . 

EAR - - Exceptions and Appeals Relief; normally 
positive, but may be negative to effect 
correct ions 

Example: 

A emdl refiner-seller of entitlements has crude runs of 30,000 bblslday. 

He produces Mfidual fuel oil and sells it into the east coast market. He also 

import$ residua fuel oil into the east coast market. His crude oil receipts 

include old oil, upper tier oil and uncontrolled oil (imported). He has been 

granted exception relief. The example is for the month of January 1977, 31 

days, using actuil  entitlement data and simulated refiner reported data. 
I 



A. Data f o i  the month of ~ a n i a r ~  1977: . 

DOOR = 0.24074 

CR. - - 930,000 bblslmo (30,000. bblslday) 

. . .  ..' DRD =. , 245,000 bbls/mo (400,000 bbls sold - 5,000 
x 31) 

- - .  
. .is . .  , 3nn,noo )?Bls/rno , ,  

' . _ * . A  

NI, , - .- , . . 0.00. bblslmo 
- ,  

. . - SRB . . -  31 x ((30-10) x (41.75) + 2288) = 96,813.00 

OOR - - 100,000 bbls/mo 

a .  . .:.: , :u '~K :. := 1 .- 100,00(j bbls/rno : . !' . . ' 

. . .  . . . . . . 
EAR ' ' - - " +3,000 Entitlements 

# . . t  

8. ',' ~ < b s t i t h t e v ~ l l i i s  in the form~la:. , 
. . . . .  

- .- , L 14,725.3 Entitlements . . .  . . . .  - .  . . . . . . . . . .  .. ' . . . . 

, . -, & . . . . . . .  . . .:- . - .  . < .  

C. , The. calculati,ons can be. easily ,accomplished .with .aq electronic 
. , . . . - 

' calculator by organizi~lg the arithmetic in a mariner similar to the 

computation summary, as follows: 



CR = 930,000 

MINUS .5DRD = . 5  x 245,000 = 122,500 

EQUALS Adjusted CR = 807,500 

:TIMES the  DOSR . x .26628 

EQUALS the adjusted CR Entitlements 

t PLUS Product Entitlements 
( . 3  x .26628 x 300,000) 

EQUALS adjusted CR = Product 
Entitlements 

PLUS SRB 

EQUALS adjusted CR + Product 
Entitlements + SRB Entitlements 

MINUS DOO:. . 
= ( , O O R  + . ( D O O R  x U T R ) )  

.. = 100,060 = ( .24704,x  100,000) 

EQUALS ~ n i t i a l  Entitlement ' 

Requirement 

PLUS EAR 

EQUALS Final Entitlement 
Requirement 

3.9 ENTITLEMENT TRANSACTIONS 

The sale of one entitlement by a refiner or importer and the purchase of 

tha t  entitlement by another refiner constitutes one entitlement transaction. 

The entitlement notice is published in the  Federal Register each month and 

lists, by firm, the number of enti t lements t o  be sold or purchased. The 

enti t lement notice is scheduled to  be issued on the  15th day of the second 

month a f t e r  the reporting month, i.e., the  entitlement notice for June is 

published in August. Entitlement transactions are  to be completed by t h e  end. 

of the month, i.e., August. The notice specifies the  enti t lement price, s t a t e s  

the  DOSR, the DOOR, the Domestic Residual Deduction volume, and the  

imported residual volume eligible for entitlements. A sample enti t lement 

notice, A p r i l  1977, is included in Appendix D. 



Entit lernent transactions ;Ire reported' to the FEA in the Entitlement 

 rans sac ti on Report, FEA-P103-M-0, by thc 10th of the month following the 

month in which the entitlement notice is published. (See Section 4.2) If a 

refiner or importer is unable ' to sell, or buy, the . specified number of 

enti t lements,  a surplus or deficit will be reflected' in the transaction reports. 

When there is a surplus or deficit in a participant's transaction report, the  FEA 

may direct a purchase or sale of entitlements. The objectitre is to maintain a 

z e ~ o '  balance su Llial i i i t  i t l t m t ~ l t s  sold equal ent itlcmcnto pu~chaoed each 

month. In the interest of this objective, the  staff members in the enti t lements 

p ~ o g r a m  office will provirte assi<tance by telephone to match-up sellers and 

purchasers of en'titlements toivard the end of the  transaction period, i.e., 
. i L  

shortly before the  , end of, the m.onth. Should you require assistance, the  

entitlements s t a f f  office telephone number. is (202)254-6296. 



3-10 EN.'IlTLEMENT COST ACCOUNTBIG 

. . . .  . . 
< !  

Entitlem'ent revenue, positive or negative, must be applied to crude 

costs when the revenue. is ,derived from crude runs.. Similarly, entitlement 

revenue from eligible product imports must be applied to product prices. 

Product entitlement revenue is usually positive, except where a correction 

may require an importer to purchase entitlements. Separate accounting of 

entitlement revenue must be maintained for crude oil, product imports, crude 

oil processed into residual fuel oil and sold into the east coast market, and 

imported products resold to an importer of eligible products. 

Generally, the price regulations require that entitlement revenue be 

applied to increaseldecrease crude costs or decrease product costs in 

computing the maximum allowable prices a t  which products may be sold. For 

some products, price. controls are on a standby status while others remain 

under control, e.g., gasoline, aviation jet fuel, aviation gasoline, butane and 

propane. Refiners', entitlement revenue from crude runs is applied to crude 

costs which are then allocated to covered products in proportion to the volume 

of crude used for each covered product. Uncovered products may carry a 

proportional cost decrease or increase as .a result of entitlement revenue, but 

may be sold at the market price. The products under standby controls, 

however, were selected for decontrol in view of ample supplies so that market 

forces would force the passythrough of qny positive entitlement revenue. In 

the case nf distillate heating oils, a maximum price level is periodically 

computed by the FEA. If this price level is exceeded, price controls will be 

reimposed. : 

Entitlement revenue cost accounting is broken out for refiner-buyers 

iu~d  ref iaer -sellers. 



1. A refiner-buyer of entitlements must add the cost of the entitlements 

purchased to his cost of crude oil for the month in which the ' 

entitlements purchase is reported, i.e., the monthly transaction report, 

FEA-P103-M-0. ' The total cost of all entitlements purchased is entered 

as a positive number for' Item (lo), Part 11, of the Refiner's Monthly 

Cost Allocation Report, FEA-P110-M-1. The increased cost will be 

allocated proportionally to products according to the price regulations, 

10 CFR Part 212.83. In addition to this basic rule, there are three 

specific situations addressed in the tegulationot 

a. If a refiner-buyer of entitlements also imports eligible products, 

the entitlements issued for sale a s  a result of product imports 

must be separately accounted for and cannot in the pricing 

calculations be netted against the entitlement purchase 

requirement as  a result of crude oil runs. The entitlement 

notice, however, does net an entitlement purchase requirement 

against a sale requirement resulting from eligible product 

imports. A refiner-buyer in this situation must add the product 

entitlements to the purchase requirement .reflected in the 

entitlement notice or entered in line 12 of the Computation 

Summaiy. The entitlement purchase requirements plus the 

product entitlements multipled by .the entitlement price (EP) 

equals the entitlement purchase cost to be added, to crude cost 

for that m ~ n t h .  (NOTE: In the event that price controls were 

reimposed on eligible products, the revenue from product 

entitlements would be applied against product cost .) For 

example, refer to Section 3.7, Example 1. 



SUMMARY -- ----- 
. . .  . . 

. . 
" ~ i n e  5, ' ~ 0 1 . ~  (PRODUCT ENT.S) - (-1 26,681.67 

Plus Line 12, FINAL. PREQ (-1 - - - 1,772.1 19.00 
" % ,:. 

- 
Equals Entitlement purchase Require-. 

ment for Cost Accounting - .  - - 1,798,800.67 

.' Req4rement  for Cost Accounting .. 
multiplied. by the ,Enti t lement.  
Price, i.e., $7.80 for November 1976 - - ' 1,798,800.67 x $7.80 

. . 
= $14,030,645.23 t o  

.be added to crude 

, .  . . . cost in January/February 

. _  . i. : 

1'977 
. . . : .  Ij , +  . . 

. . 
, - 

I 
,. . . 8 .  

b. If a r6fiier-6u3er of 'entitlementi' also produced ;residual fuel oil 
. - 

and sells i t  in,' or ' into, the eas t  coast rnaiket, the  cost of 

additional enti t lements purchased as a result of the .5 Domestic 
. . . . .  . - ,) .. 

. " ~ e s i d u d  'Deductibni ' mubt 'b,e accounted ' for separatil?. This . 
- . . ,  . 

addition'al cdst is =onsidered a, cost o f  crude 'ou,  but i t  is not to  
- .  . . . .  < . .  . . ,  

be proiortiohally al lodited to  the  of all products. That is, 
. . . .  . . . . . 

' the a k d i t i k a l  coif  will - not be ' added' to' crude oil costs for 

purposes of reporting allocated cost, FEA-P110-M-1. If residual 

fuel' oil controls' were reinstated, this additional cost would 

be applied only to  residual fuel oil sold in, .or into, the east  coast 
. . 

market. Using Example 1, ~ e c t i q n  3.7, Col. (A), the  subtraction 

of the .5 RESID DEDUCTION of 19,895 barrels requires the 

refiner to purchase additional enti t lements which equals 10,895 

multiplied by the  DOSR, .27307 for November 1977, amounting 

to  an additional purchase requirement of 2,975 entitlements. 

The cost of the, in effect ,  additional enti t lement purchase 

requirements equals E x EP; 2,975 x $7.80 = $23,205, which would 

be applied only t o  increase prices for'residual fuel oil sold in, or 

into, t h e  east coast ,  m'qket. 
< '  , , 



c.. If a refiner-buyer enters into , a processing agreement with 

' .  another firm which results in the reduction of the refiner's 

entitlement purchase requirement, the monetary value may 

accrue to either the refiner or the other firm. 

2. A refiner-seller of entitlements must subtract the .revenue from sales of 

entitlements from his cost of crude oil in the month in which the 

entitlement sales are reported. The total revenue from entitlement 

sales is entered as a negative number for Item (10). Part of the 

'Refiner's Monthly Cost Allocations Report, FEA-P11O-M-1. The 

reductinn in cost will be allocated proportionally t o  products according 

to the price regulations, 10 CFR, Part 212.83. In addition to this basic 
, ,. ( . . 

rule, there are three specific situations addressed in the regulations: 
. . 

a. If a refiner-seller of entitlements also imports eligible products, 

the entitlement revenue from product imports will be separatelay 

accounted for. Revenue from product entitlements cannot be . .  
applied to reduce crude costs. For crude cost accounting 

purposes, product entitlement revenue must be subtracted from 

total entitlement revenue. Refer to Section 3.7, Example 8. 

~. 

,Line Entry 5, Col. B (PRODUCT ENT.S) = 9,432.3 1 

must be subtracted f rom 

Line Entry 12,' FINAL SREQ (+) - - 154,544.00 

Minus - 9,432.31 

Equals - - 145,111.69 

Times (x) EP (Bec. 76) x $7.97 

Equals Entitlement Revenue to be 
subtracted from Crude Cost = $1,156,540.17 



b. If a refiner-seller of entitlements also produces residual fuel oil . 

. . and sells it in, or into, the east coast market, the loss of 

entitlement revenue due to the .5 Domestic Residual Deduction 

must be accounted for separately. The 1,oss of revenue is 

considered a cost of crude ..oil, but is not to be propo~tionally 

allocated t o  all product prices. That is, the revenue loss aiil  not 
be reflected as an increased crude cost for purposes of peporting 

allocated cost, FEA-P110-M-1. If residual fuel oil price controls 

. . were reinstated, this revenue loss would be applied as a cost 

increase only for residual fuel oil sold in, or into, the.east coast 

market. Using. Example 8, Section 3.7, Col. (A), the .subtraction ' . 

' of the .5 RESID DEDUCTION resulis in ' a  loss of 3,092.9 
' 

. .. 

entitlements L263.34 x 11,744.5 = 3,092.9). The loss of 

entitlement revenue equals 3,092.9 times the EP ($7.97) or 

$24,650.40,. which would be applied only to increase prices for 

residual fuel oil &old in, or into, the east coast market. 

c. If a refiner-seller enters into a processing agreement with 

another firm which results in the increase of the refiner's 

entitlement sale requirement, the monetary value may accrue Po 

either the refiner or the other firm. The refiner may reeilce the. 

processing. fee for the &her firm in return for the monetary 

entitlement value, or the other firm may retain the monetary 

entitement value and subtract it from their crude oil cost. 



In this chapter an attempt has been made to explain and illustrate how 

the entitlement program operates to achieve crude oil cost equalization among 

all domestic refiners. The degree of cost equalization is not intended to be 

precise, but the program is designed to cost equalize to the extent that all 

refiners, in effect, may include the proportional share of lower-cost; Deemed 

Old.0il in their crude oil receipts hased on crude runs to stills. A deliberate 

measure of .disequalization is included in the program by the Small Refiner 

Bias, the Bias being intended to maintain the competitive viability of small, 

independent refiners. 

. : 

Cost equalization is effected on the national average using average cost 

and ~ s l u m e  data fur each month. individual refiners, particularly small . 
refiners, may vary widely from the average cost equalization line. There are a 

multitude of variables which enter into &acquisition cost of crude oil which 

are, by intent, not considered in the entitlements program. ' The regulations 

governing the program are necessarily complex as the peiroleum industry is 

complex. Much of the complexity results i r o m  the requirement to write 

enforceable regulations which will cover all situations and he sustained in a 

court bf iaw. This requirement tends to obscute the quantitative aspects of 

the program which are important to business operations. 

Conceptually, the entitlement regulations base the issuance of 

entitlements on crude runs to stilis, In a quantitative perspective, however, 

entitlements come from three sources; crude runs, eligible product imports, 

and the Small Refiner Bias. As we have seen in the Summary Computation, 

this perspective facilitates the calculation of individual entitlement purchase 

or sale requirements. Entitlement purchase requirements increase crude oil 

costs and sale requirements reduce crude costs and eligible imported product 

costs. 



.' How much costs will be increased or decreased depends on the  DOSR, 

DOOR, crude oil mix, and the entitlement price. The values of the  ratios and 

the  entitlement price further depend on da ta  submitted by tpe  second month 

following crude purchases and runs and published in the Entitlement Notice in' 

the  second month following. Entitlement revenue, positive or negative, is not 

booked until the end of the second month follo.wing the  reporting month.. Due 

t o  the timing involved and the unknown v q u e s  of. the key elements in the. 

enti t lements system, adegree  of uncertainty is introduced a t  the t ime crude oil 

purchases are  made. A brief review ,of the entitlement system timing, the  

quantitative relationship between key elements and available trend d a t a  is 

provided as general information. 

* .  . 
The t ime lag between crude runs and receipt or payout of enti t lement 

. . 

revenue, to be ,.. booked . against crude costs, is inhelent in the  d a t a  reporting 

system. . Crude  oil runs and purchases in the  reporting month, for example . . 

June, a r e  reported to  the  FEA by the  5th of August. This t ime lag is necessary 
. . 

t o  permit participants ' t o  assemble da ta  and complete the  report forms, FEA- 

PlO2-M-1, FEA-Pl26-M-0, and FEA P129-M-0. The FEA must then log 

receipt of each report, make corrections, input the  da ta  to  the  computer and 

publish the ~ n t i t l e m e n t  Notice by th.e 15th of August. Individual participants 

can then make their entitlement transactions through the  end of August. 

Entitlement revenue, or pay-out, is booked as of the da te  of the t r y s a c t i o n  

and is applied to  crude oil costs incurred in the same month as the transaction. 

Entitlement revenue received or paid-out in any one month may not 

necessarily equate to cost equalization for any prior month. Total enti t lement 

revenue over a period of t ime will cost equalize over that  period of t ime plus 

three months. #If  the entitlement program were to end with the  month of 

August, da ta  would be reported in October and entitlement transactions would 

take place in October. Then if individual participants applied to ta l  

entitlement 'revenug, or. pay-out, to total crude costs over the life of the 

program, they would' arrive a t  their equalized net  &ude cost or net  eligible 

product cost. (See Table' 3.1 1-1 .) . 

. . 
. - 



Entitlements Timing- Table 

I Reporting Month 

September 

3rd Lonthl Folldwing 
Reporting Month 

July 

1st i[tonthlFollo~ing 
Reporting Month 

Crude Purchased 
Runs to Stills - 
Resid Imported 
Naphtha Imported 

I Report 

August 

2nd hont! FollAwing 
Reporting Month 

Assem ~ l e  Data 
Prepare Reports 
Submit Reports 

Reports Received 
Data Processed 
Entitlement Notice 
BuyISell Entitlements 

. Aug.5 

FEA-P1.02-M-1- June Data ~e~orted----*I 

Assemble Data 
Prepare Transaction 

Report 
Submit Transaction 

FEA-P126-M-0- June Dala ~e~orted---+I 
Approx. 

FEA-~129-M-0- June Dala ~e~or#ed+l 

Entitlement Notice Published . . --*I Aug.31 

PI*H Sep.10 Entitlement TransactionsIRevenue 

FEA-P103-M-0- June Entitlement Transactions Reported 

Table 3.11-8 



The independent terms sP the DOSR v m p  from norrth-tn.-~~o~Wi~, asQ. 
w.-- TIT ,  interact . t o  increase or decrease the DOSX as a+&iod deg~eaii. ah;. h 

Entitlement Data Compilations dso provide a wrrtsci: .of tread data, %&IE % 

provides volume data on crude oil receipts 5y cebcgory by month, se2 Gazph 

3.1 1-1. .The Graph reflects a modest upward txerid iz b!ae demand for: crude ail, 

The declinhg trend in old oi4 vol\lnes reflects the cleci:iz~_.,9ag pr!rod~.~ct?cn,, dC!a 
.,. . '-* total domestic crude receipts alsc !,s slkg%tly dacanxaq. j.%e daelfne is 

dsmcstdc production plus the increased dama~:$t %as resx;:tec3. in $r~tcr2a3e& 

receipts of imported crude oil. 

. . 

From Table ni data the ratios, QQSR an.d D03R, : p e  pZot%cd ia Graph 

3-1 1-2. The declining DOSR trend' reflects the dec:Ss,ir,g d,omeatic >roGrcx::?i~~n 

while the upward trend in . the DOOR reflects the Facreased cost of 

rmcantrolled crude and decrea.sed cost of appav ties- cruds ~i?.  The 022 oi l  

ratio, i.e., OOR divided by total c r u ~ e  ~eceipta, i.s also plotted to &,?ow h . m  it 

trach the DOSR. 



Crude Oil Receipts 
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Ratio Trends 

Old Oil Receipts Divided by Total Receipts 

Graph 3.11-2 
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3.12 AVERAGING CRUDE OIL RECEIPTS ' . . 

The entitlement regulations included a procedure for averaging crude ' oil 

receipts in the event a refinery's capacity is reduced by fifty percent (50%) or more 

in one or more months, 10 CFR, Part 211.67 (h). The reduction in capacity may be 

due to scheduled or unscheduled maintenance and repairs. To qualify for this 

pfocedure, a refiner's crude oil receipts for the month ~nusl  La sigiiificantly 

disproportionate to the crude oil runs to stills for that month. A ,refiner must file 

an application for averaging of crude oil receipts according to the regulations, 10 
. . 

CFR Part 205.90. The application must be submitted wit l l i~~ tl~irly (30) days of the 

end of the month in which capacity was reduced. Upon receipt of the application, 
. <  . i  : 

the FEA may' adjust the nude oil receipts for that month so that portions of such .. . 
receipts are included in the crude oil receipts in one or more subsequent months. 

The FEA will specify the volumes of crude oil for each month, or months, and so 

advise the refiner applicant. The application should be filed with, or mailed to: 

Domestic Crude Oil Entitlements Program 
20th Street Postal Station 
P.O. Box 13326 
Washington, D.C. 20036 



 CHAPTER'^. THE ENTITLEMENTS PROGRAM REPORTING SYSTEM 

4.1 INTRODUCTION 

The entitlements program reporting system provides the data required 

to  operate the program. The data is submitted by the individual participants 

and documents crude oil volumes purchased, costs, product volumes imported, 

crude runs to stills and entitlement transactions. 

The FEA l o g  the receipt of all reports, makes corrections on individual 

reports, as  necessary, and inputs the data to the computer. The computer 

cikculates . the . DOSR, DOOR, Entitlement Price and the entitlement 

purchase/sale.:requirement of each individual participant. The primary 

computer output is the attachment to the Entitlement Notice, sample provided 

in Appendix D. 

The reporting, processing and aggregation of data resulting in 

publication of the Entitlement Notice and the completion of, entitlement 

transactions takes place over a 100-day period, see Table 3.10-1. The 

reporting system requires the submission of approximately 200 reports each 

month. The data collection and report preparation effort by the individual 

participants is a recognized expense burden of varying magnitude. The FEA 

also incurrs the expense burden of processing the data, documenting 

entitlement transactions, and administering the overall program. 

There are four monthly reports required to operate the entitlements 

program: 



1. Refiners' Monthly Report, FEA-P102-M-1. 

2. Importers' Monthly Report, FEA-P126-M-0. 
. . 

3. Naphtha Imports Into Puerto Rico, FEA-PI 29-M-0. 

. 4. Entitlements Transaction Report, FEA-P103-M-0. 

Applicable blank report forms are mailed. to each participant every 

month, with a letter of transmittal. The letter will advise of any changes in 

reporting requirements or procedures. If new or revised reporting forms are 

being initiated, new or revised.instruction$ will be included with the forms. It 

is emphatically recommended that the forwarding letter be read with 

'particular attention paid to the rmderlined portions. The time an? effort to 

systematically check for changes in reporting require-pents or procedures is a 

worthwhile investment relative to submission of an erroneous report. 

Reporting errors can be costly, both in terms of incorrect entitlement revenue 

and in the, time and effort required to correct the error. Instructions for 

completing' the report forms also are contained in the FEA Federal Energy 

Guidelines and the Commerce Clearing House Energy Management. While 

thseo oourcos h e  reliable veference information, they are not auf f iciently 

current on the instructions for completing the report forms to be used as a 

source document. Again, i t  is re-emphasized that the only reliably current 

instructions for completing the. report forms are those instrudtions mailed by 

the FEA with the blank forms. In the event 'there is an urgent or emergency 

change to the reporting reqtiirements or procedures, the FEA will notify 

participants by telegraphic message. 



In the upper right hand corner of each report form there is an indication 

of the Government Accounting Office (GAO) approval of the form and an 

expiration date. The expiration date on the form may have been extended. 

Extensions of expiration dates and a listing of current forms with their current 

expiration dates are  periodically published in the Federal Repister. 

Part 1. of each of the reports consists of the reporting firm's 

identification information. If there is any change in the identification data, 

the appropriate box in Part 1. should be checked. Part  2. of the reports 

consists of the date when the  report was completed and the period (calendar 

month) in which the reported data was generated, i.e., reporting period or 

reporting month. Part 3. or 4. of each report requires certification as to the 

correctness and completeness of the reported data according to the FEA 

regulations. The certifications must be signed by the Chief Executive Officer 

of the parent firm. Another executive officer of the firm may be designated 

and authorized to sign and certify for the Chief Executive Officer, provided 

that the Chief Executive Officer signs a letter of authorization designating the 

officer by name. Such letters of delegation of authority to sign and certify 

should be addressed to: 

Domestic Crude Oil Entitlements Program 
20th Street Postal Station 
P.O. Box 19326 
Washington, D.C. 20036 

(NOTE: A sample format of a delegation of authority to  sign and certify 

letter is provided in Appendix E.) 



4.2 REFINERS' MONTHLY REPORT, FEA-P102-M-1 

Report Form FEA-P102-M-1 is used to document crude oil receipts, 

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

ast oast market, the volume of residual fuel so sold is also documented. 

Crude oil receipts are broken-out for volumes and weighted average costs by 

the category of crude oil, i.e., old oil (lower tier), new oil (upper tier), stripper 

well oil, other domestic oil (NPR) and imported oil. Crude oil receipts b e  

additionally broken-out into volumes processed for a refiner's own account at 

his own refineries, for non-refiners at his own refineries and for his own 

account at other refineries for old crude oil arid upper tier crude oil. Residual 

fuel oil is broken-out into total volume sold in, or into, the ast oast market 

and the average volume sold per day during the reporting period. 

The aggregate data from all refiners' FEA-P102-M-1 reports is used 'to 

calculate the DOSR, DOOR and the Entitlement Price. Once these values are 

output from the computer, any necessary corrections are made on individual 

reports, both keflireks and importers, the indlvfdual reporl diila is then hput  to 

the computer to calculate the number of entitlements to be purchased or sold 

by each refiner and importer. 

All domestic refiners are required to 'submit the .FEA-PIO2-M-1. 

Reports are due in to the FEA on or before the 5th day of the second month 

following the reporting month, e.g., crude purchases and runs plus any residual 

fuel oil sold in, or into, the ast oast market in June must be reported by the 

5th of August. 



There is a general rule to  be followed when completing the FEA-PlO2- 

M-1 report. All line numbers ending with the digit "9" should have a volume' 

(bbls), a cost ($/bbl) or  a zero (0) entered fo: that  line. For example, lines 

201 19, 20129, 20139, etc., must have a volume entered. If there were no 

volumes appropriate for entry, a zero (0) must be entered in the  last block 

(space) to the right, i.e., 20399.1.1.1.1.1.1 01. 

Subject to corrections, the volume da ta  included in the FEA-P102-M-1 

may .be reconciled with the.  da ta  published in the  Entitlement Notice, as 

follows: 

1; ' Line 20399, Par t  5, Adjusted Monthly Receipts ; : = OOR 

Plus line 30399, Par t  6, Adjusted Monthly 
Receipts multiplied by the  DOOR = +DOOR x UTR 

Equals Deemed Old Oil Adjusted Receipts, 
Column 2, Entitlement Notice = D O 0  

2. Line 40199, Par t  7, Total Runs to  Stills 

Minus line 50199, Part  8, Domestic Residual 
Deduction multiplied by .5 

Equals Adjusted Crude Runs 

Multiplied by the DOSR 

Equals Initial Issued 

Plus Small Refiner Bias 

Flus Exceptiu~ls a d  Appeals Relief 

Plus Product Entitlements 

Equals Total Issued, Column 3, in the 
Entitlement Notice 

Minus Deemed Old Oil Adjusted Receipts 

Equals Entitlement Purchase (-1 or  Sale (+) 
Required, Columns 7 and 8 in the  
Entitlement Nntice 

= -.5DRD 

= Adj CR 

= x DOSR 

= 11 

= + SRB 

= + E A R  

= + PE - 



4.3 IMPORTERS' MONTHLY REPORT, FEA-PI 26-M-0 

~ e ~ o i t  Form FEA-P126-M-0 is used to document the imports of residual 

fuel oil into the ast oast market. Based on the volumes of"residua1 fuel 

reported, importers are issued product entitlements. Volumes are reported by 

individual shipment with the port of entry and port of origin listed. All eligible 

firms importing residual fuel oil into the ast oast market w e  required to 

submit this report. Even if no residual fuel oil is imported in any one month, 5 

negative-report is required. .- -. Reports are due at the FEA on or prior to the 5th 

day of ' the second month following the month of importation, e.g., imports in . - 
the month of May must be .reported by the 5th of July. The date -- of 

importation is the date of entry into the United States Customs Territory, as  

appears 0fi.U.S. Customs Form 7501, or the date of withdrawal from hndad  

storage, a s  appears on the U.S. customs Form 7505.. Imports of residual fuel 

frum Llie Virgin Islands arc not eligible for product entitlements awd are 

considered as domestic residual fuel oil, subject to the .5 Domestic Residual 

Reduction .' 

4.4 NAPHTHA IMPORTS INTO PUERTO RICO, FEA-PI29-M-O 

Report Form FEA-P129-M-0 is used to document imports of foreign 

naphtha info Puerto Kico for 11s~ a$ a petrochemical feedstock. (Naphtha used 

for gasoline blending is excluded.) Imported volumes ilte reported b y  i~~rlividual 

shipments with the port of origin, total dollar cost and WAC/bbl listed. Export 

sales of naphtha derived products are subtracted from the volume of naphtha 

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

issuing product entitlements. All firms importing naphtha into Puerto Rico for 

use as petrochemical feedstock are required to submit this report. Negative 

teports iire tequlued. Reports are due at the FEA on or prior to the 5th day of 

the second month following the month of importation, e.g., imports in Lhe 

month of May must be reported by the 5th of July. The importation date is the 

date of entry into United States Customs Territory, as appears on the U.S. 

Customs Form 7501, or date of withdrawal from bonded storage, as appears on 

the U.S. Customs Form 7505. 



4.5 ENTXTLEMENT TRANSACTION REPORT, FEA-Pl83-M-O 

Report .form FEA-P103-M-0 is wed to document and account for dl 

entitlement transactions. The FEA-P103-M-0 is the basis of entitlement 

accounting and is the source document for the permanent rec0b.d of 

entitlement transactions. If a refiner or importer is unable to sell, or buy, the 

specified number of entitlements, a surplus or deficit will be reflected in the 

transaction reports. When there is a surplus or deficit in a participant's 

transaction report, the FEA may direct a purchase or sale of entitlements. 

The objective is to maintain a zero balance so that entitlemen& sald equal 

entitlements purchased. In the interest of this objective, the staff members in 

the entitlements program off ice will provide assistance by telephone to 

match up sellers and purchasers of entitiements .towafd the end of the 

transaction period, i.e., shortly before the end uf the month. Should you 

require assistance, the entitlements s taf f o f f ice telephone number is 

(202)254-6296. 

Part 3. of the report is a summary of each individual participant's 

entitlement position. In this part, -the instructions define the reporting month 

as the month in which the report is submitted. "Month-3" is the month three 

months prior to the reporting month, i.e., the month in which crude runs were 

made or product imported. "Month-4" is the month four months prior to the 

reporting month. A surplus or deficit is reflected'for Month-3 tand Month-4. A 

surplus is positive (+) indicating a refiner-seIler did not sell his specified 

number of entitlements for that month and a sale requirement sti81,exisPs. A 

deficit is negative (-) and indicates a refiner-buyer did not pupchase his 

specified number of entitlements for that month and a purchase requirement 

still exists. The reported surplus should equal the reported deficit to zero 

balance the entitlements account for all reports submitted. 



Part  5. of the report is a summary of sales of enti t lements to each 

individual buyer. If a participant had no sales requirement, this part  need not 

be completed. 

Par t  6. of the report is a summary of purchases of enti t lements from 

eacli individual seller. If a participant had  no purchase rcqi.!i~ement, this p a t  

need not ha mmpl~tf?d. 

All participants in the cntitlcmcnts program are require? to ai~hmit the 

FEA-P103-M-0. Reports are due a t  the FEA on or before the 10th day of each 

month. Importers are  not required to submit reports for months in which no 

enti t lements were' issued. 

4.6 REPORTING ERRORS AND CORRECTIONS 

Inaccurate data may be reported for a variety of rcasons: 

1. Clerical er rors  

2. Mathematical errors 

.Such errors should be corrected by submission of a n  amended report in 

the  month in which the error is revealed or detected.  It is essential that  each 

participant in the enti t lements program submit the icqulted reporls "11 time. 

Depending on the volumes involved, the  absence of da ta  from any one 

participant will al ter  the DOSR, DOOR and Entitlement Price values to  some 

degree. While thc  F E A  cannot assume any responsibility for l a t e  or erroneous 

reports,  telephoned reports and corrections will be accepted under unusual or 

mitigating circumstances. 



Amended rephts, should be completely filled-out with the e o ~ r e c t  data 

for the reporting month in which the error cur corrsction -plies. Do no submit 

amended reports with only the identificca^aion Zabca madl c o ~ ~ c c t e d  enat~ices for the 

pagt where the error applies, i.e., submit the entire report with the correct 

entries replacing the erroneous entries. Amended reports &oulA be r l e a l y  

identified, e.g., "AMENDED REPORT" typed on the fop and bottom of each 

gage and also in Part 2. In Part 2.a, the Date of Report fear an amended selpsst 

is the date of completion of the amended repart. As a suggestion, number 
one 

amended reports sequentially in the event these is mom th+amended eapoat 

for the same reporting period. Based on csrrections contained in amended % 

reports relative to crude oil volumes, crude oil runs, or imported residual fuel 

oil volumes, the FEA in its discretion may adjust entitlement issuances. After 

receipt of an amended report in owe ormore months lolllswing, the FEA may 

adjust ent itlement purchase or s d e  requirements of the participant by issuing 

more or less entitlements for s d e  in FA following month (or months) than the 

number otherwise bsuabRe if no correction were necessary. 

When making co~aections, the FEA must cow side^ the eliffarenee in .' 

entitlement price bet ween the month in which the correction applies (the 

reporting month) and the month in which the ca~rcct ion is wade. Where the 

entitlement price is fixed in any one month, cbrrectiows to result in the 

appropriate amount of entitlement revenue caw only be wade by adjustment of 

the corrected volume differeatiaL FOB" exnrnpltc: 



1. Refiner X is a seller of entitlements. He normally has runs to 

stills of 1,000,000 bbl per month. His crude oil receipts are  

normally a mix of 10 percent old oil and 90 percent uncontrolled 

oil. In December 1976, Refiner X had the usual 100,000 bbl of 

old oil included in his crude oil receipts. This was reported on 

the FEA-P102-M-1 by February 5, 1977. On February 6, 1977, 

Refiner X discovers an error which indicates that his Old Oil 

Receipts in December were actually only 75,000 bbl instead of 

100,000 bbls. Rca l i z in~  that overatatcmant of Old Oil Rcccipta 

in December will reduce entitlement revenue in February, 

Refiner X promptly submits an amended report, FEA-PlO2-M-1, 

for December 1976. The amended report, however, does not . 

reach the FEA Entitlement Program Office until February 12, 

1977. All the December data with c~rtectfons has been input to 

the computer and the Entitlement Notice is scheduled to  be 

published by approximately February 15th. It is too la te  to make 

the correction for Refiner X in December's Entitlement Notice. 

The Entitlement Notice is published and Refiner X notes that 

there is no correction for his overstated Old Oil Receipts. From 

the Entitlement Notice he also notes that the Entitlement Price 

for December 1976 was $7.97. I I t  quickly calculates that he will 

lose $199,250 in Entitlement Revenue; i.e., $7.97 X 25,000 bbl = 

$199,250. Refiner X picks up the phone and calls the 

Entitlement Program Office. A staff member advises Refiner X 

that hio amcndcd rcport wo3 rcccivcd too latc to make the 

correction in December's Entitlement Notice, but the correction 

will be reflected in the January 1977 Entitlement Notice which 

will be published in March. 



. Refiner X anxiously awaits the 3 ; ~ ~ a a a ~  Entitierarent Notice mdl 

when it is 1pubBished in March, he notes that the Entitlement 

Price for January is $8.30. When be c?es the enfih'lemects sale 

requirement by his name, h.e w t e s  that he received only 24,006 

ex t ra  entitlements, which amouts Po additional. reventae of 

$199,250. This is the correct  amount due Refiner X .to correct  

the  error in December. 

T h e  FEA adjusted the corrected volurn e dif iernntia.!. Leo, 25.000 bbl, 

according to  the increased January Entitlement Price so that Refiner X r~ould 

receive, the exact  additional revenue due him, i.s., 24,006 bbl x $8.30 = 

$199,250. If the Entitlement Price had decreased from December . . tb Janumy, 

then the corrected volume differential would have bees ddjusted upward SO 
. . 

tha t  the additional revenue would still e q d  $199,250. FOP example9 if the 

Entitlement Price decreased from $7.97 t o  $9.50, the C o ~ r e c t e d  Volume 

Differential (CW) of 25,001) bbl wo~ald have been i n c e c a e d  to  26,567 bbls, i.e., 

Specifically, the  corrections '=e made as fo$lows: 

a. Entitlement Price IEP) increased Prom $7.97 t o  $8.30, 

then the  Adjusted Corrected Volume Differential (ACVD) i s  

calculated: 

ACVD . = $7'97 x 25,000 bbl. 
$8.30 

- - 24,806 bbls 



In this example, the Corrected Volume Differential (CVD) was a 
. 

decrease ili old oil receipts. Therefore, the FEA will enter the 

ACVD as a negative value, -24,006 bbl, on line 20409, Part 5, of 
' 

the FEA-PlO2-M-1 for January 19'47, "NET CORRECTION FROM 

PRIOR MONTH AMENDED REPORTS." The ACVD will be 

subtracted from line 20399, "ADJUSTED MONTHLY RECEIPTS," 

100,000 bbl in our example. The result is entered on line 20499, 

i.e., 100,000 bbl - 24,006 bbls = 74,944 bbls. Refiner X's 

individual entitlement calculations for January will be made on 

the basis of 74,994 bbls of Old Oil Receipts. The reduced volume 

will result in 24,006 extra entitlements for the additional 

entitlement revenue of $199,250, i.e., $8.30 x 24,006 bbls = 

$i99,250. . :  

If the CVD had been an increase in old oil receipts, the ACVD 

would be entered as a positive value and added to the ' 

"ADJUSTED MONTHLY RECEIPTS." Refiner X's individual 

entitlement calculations would be made on the basis of 124,006 

bbls of old oil receipts, i.e., 100,000 + 24,006 - 124,006 bbls. 

This would result in reduced entitlements of 24,006 which 

reduces entitlement revenue by $199,250. 

b. Entitlement Price decreased from $7.97 to  $7.50, then the 

ACVD is calculated: 

ACVD = 57'97 x 25,000 bbl $7.50 

- - 26,567 bbl 



This correction would be made on the FE.4.-P102-M-% in the same 

manner as for the increased entitlement price. 

The same correction .procedur@. is applied when. there w e  errors in 

reported crude runs to stills. For example: 

2. Refiner Y reported crude runs to stills of ~,OOQ,000 bbls in 

December 1976 and later discovcrsd a mathernaticd error which 

revealed that crude runs actually were 7.010,000 hbls. Refiner Y 

submits an amended report and the FEA makes the correction, 

which is reflected in the January 837% Entitlemint Notice 
. :  . ~ 

published in Mmch 1977. The Corrected Volumc? Differential 
. . 

(CVD) equals an increase of 10,000 bbls, i.e., 'S,OBO,POO hbls - 
7,000,000 bbls = 10,000 bbls. 

Applying the same correction procedures as fop old oil receipts, 

the Adjusted Corrected Volume Differantiall (ACVD) for crude 

runs is callculated: 

a. Entitlement Price iac~eases  Prom $7.97 to $8.30: 

ACVD = 57-97 x 10.000 bbl $8.30 



In this example, the Corrected Volume Differential (CVD) was an 

increase in crude runs to stills. The ACVD of 9,602 bbls would be 

entered as a positive value on line 40219, Part 7, FEA-P102-M-1, 

January 1977 Reporting Period, "NET CORRECTION FROM 

PRIOR MONTH AMENDED REPORTS." Line 40219 is added to 

line 40299, "TOTAL RUNS TO STILLS," and entered on line 

. 40299, "CORRECTED MONTHLY RUNS TO STILLS FOR 

CALCULATIONS.'' Refiner Y's entitlement calculations will be 
, 

made based on an 'additional 9,602 bbls of crude runs. This wili 
result in additional Entitlement Revenue (ER), calculated as  

. . follows using the January DOSR of .26628: 
. : . . 

'ER - - 9,602 bbl x ,26628 x $8.30 
- - $21,222 

b. . A decrease in Entitlement Price would result in an 

increased ACVD. If the Entitlement Price decreased from $7.97 

to $7.50, then the ACVD is calculated: 

ACVD = j Z . 2  10,000 bblr 
0 . 5 0  

- - 10,627 bbls 

'I'his correction would be made on the FEA-T'lUZ-M-1 in the same 

manner as for the illcreased E ~ ~ t i t l e ~ l l e ~ ~ t  Price, If Llre errot 

involved a reduction in crude runs to stills, then the ACVD would 

be subtracted from line 40190, "TOTAL RUNS TO STILLS," on 

the FEA-PIOZ-M-I. 



NOTE: The above example illustrates a crude run correction for a large. 

refiner only. For a small refiner, the ACVD may also be adjusted 

according to  the Small Refiner Bias, if the correction is 

sufficiently large to. change the Bias le.vel. , . 

. . 
A similar correction procedure is used with volumes of Upper Tier 

Crude Oil Receipts. In the case of Upper Tier ~ e c e i ~ t s  (UTR), however, the 

effect  of the different DOOR in the month of error and month of.correction is 

considered in addition to the effect of 'the different Entitlement Price. As 

pointeg out in Section 3.11, small changes in costs can result in relatively large 

changes in the DOOR. This &lationship can also result in relatively large 

variations in the DOOR from month to month so that its effect must be 

entered into the volume - correc tion calculations. For example: 
. : . . 

3. ~ e f i n e r  Z reported Upper Tier Receipts of 100,000 bbls in 

December 1976 and later discovered a clerical error which 

revealed the correct volume was 125,000 bbls, he  would. have' a 

corrected Volume Differential of ' 25,000 bbls of Upper Tier 

Receipts. . Refiner Z submits an amended report and the FEA 

makes the correction in the January 1977 Entitlement Notice, 

published in March: The Adjusted Corrected Volume Differential 

(ACVD) is calculated: 

a. From December to January, the Entitlement Price 

increases from $7.97 to  $8.30 and the DOOR from .I8324 t o  

ACVD = $7.97 x .I8324 25,000 bbls 
$8.30 x .24704 



The ACVD of 18,272 bbls of UTR would be entered on line 30409, 

Part 6, FEA-PIO2-M-1. If the CVD were an increase in UTR, the 

ACVD would be positive and added to line 30399; if the CVD 

were a decrease in UTR, the ACVD would be negative and 

subtracted from line 30399. The algebraic sum of lines 30399 

and 30409 is entered in line 30499. The individual refiner's 

entitlement calculation would then be madc uoing the volumcl. of 

U y p i ~  Tier heecipto entered 5m l l n ~  :104YY. hi thig case, the 

Corrected Volume ,Differential was an increase in Upper Tier 

Receipts, which will have the e f fec t  of increasing the volume nf 

Deemed Old Oil and result in reduced Entitlement Revenue (ER), 

calculated as  follows: i I 

. . 

ER - - -18,272 bbls x ,24704 x $8.30 
- - -$36,510 

b. A decrease in Entitlement Price is usually accompanied by 

a decrease in the DOOR, however, this relationship is not 

necessarily true in, all situations. For illustrative purposes only, . 

an example of a decreased Entitlement Price and deercaocd 

DOOR is used. The decreased values will result in an increased 

Adjusted Corrected Volume Differential (ACVD) of UTR. If the 

Entitlement Price decreased from $7.97 to $7.50 and the DOOR 

decreased from .24704 t o  .13200, the ACVD is calculated: 

ACVD = 57.97 .24074 x 25,000 bblr 
$7.50 x .I3200 

- - 48,452 bbls 



The ACVD of 48,452 bbls would be entered on the FEA-P102-M-1 

in the saine manner as for the ikreased ~nt i t lement  Price and 

' DOOR. 

Errors in reported volumes of residual fuel oil imlported into the East 

Coast are corrected in the same manner as that for crude runs to stills. For 

example: 

'4. Importer A reported residual duel oil imports of 100,000 bbls in 

December 1976. He later discovers an error which incpeases the 

actual, volume of Imported Residual (IR) to 110,000 bbls in 
. . 

~ e c e m b e r .  Importer A submits an amended ieport , FEA-P 126- 

M-0, and the FEA makes the correction, which is reflected in the 

January ,1977 Entitlement Notice published. in March. The 

Corrected Volume Differential (CVD) equals an increase o'f 

10,000 bbls, i.e., 110,000 bbls - 100,000 bbls = 10,000 bbls. 

Applying the same correction procedures as  for crude runs to 

stills, the Adjusted Corrected Volume Differential (ACVID) for 

. . imported residual fuel oil is calculated: 

ACVD = 67'97 x 10,000 bbis 
$8.30 

- - 9,602 b ~ l s  

The ACVD of 9,602 would be entered on line 10259, Part 3, 

January 1977 Reporting Period, FEA-P126-M-0, "NET 

CORRECTION FROM PRIOR MONTH AMENDED REPORTS." 

Line 10259 is added to line 10199, "TOTAL," and entered on line 



10199, "TOTAL," and entered bn line ' 1.0299, "CORRECTED 

MONTHLY IMPORTS FOR CALCULATIONS." (If the ACVD had . 

. . a-negative value, i.e., a dec~ease  in residual impo~ts ,  i t  would be 

entered on line 10259, and subtracted from line 10199.) Importer 

-A'S entitlement calculations will be made based on an additional 

9,602 bbls of imported residual fuel. oil. This will result in 

additional Entitlement Revenue (ER), cdculated as follows: 

Corrections can be checked by participants by comparing their own 

entitlemen1 calculations and results with the pu<chaee/sde requirement 

published in the Entitlement Notice. If correction action is effected, the 

entitlement purchase/sale requirement will be more or less than expected for 

that  month. The difference between the expected and published purchase/salk 

requirement should equal the nurnbee of entitlements required for correction 

of a prior month error. If there are cumulative errors, or more than one errop 

for the same month, i t  may be necessapy 2 0  audit the co~rect ion by compaing 

the vslumco repopted on the FEA-P10Z-M-P and the vnlumes entered in the 

FEA Monthly Computation Summay. Detail audit procedures are pbdd@d Bn 

Appendix B. 

4.7 SUMMARY 

The Entitlements Program Data Regopting System requires timely 

submission of accurate data in the intepest of program 'indmi~~istration and 

equitable treatment of all participants. 'l'he examples of how cor~eciiuils ate 

made also illustrate the time sensitivity of data  requirements and the potential 

cast Impact of reporting errors. The well-recognized administrative burden of 



the reporting 'system requirements is only co,mpounded when corrections are 

' . necessary. Again, i t  is strongly recommended that all participants establish a 

' systematic procedure to assemble accurate data, properly complete' report 

forms -&&ting any changes from. month to month), review reports for errors and 

submit certified reports on time. The staff members in the Entitlements 

Program Office .are available. and willing to assist any, participant with 

reporting problems. Staff members may be reached by telephone at (202)254- 

6296. 



APPENDIX A. . 

FEA Entitlement Data Compilation- 

February-December 1976 and January-May 1977 
' 



LARGE NON-INDEPENDENT REFINERS 

'Old (Lower T i e r  
New (Upper T i e r  
S t r i p p e r  
NPR 

I 
Imported 
To ta l  Receipts 

. . 
LARGE INDEPENDENT REFINERS 

Old (Lower T i e r )  
New (Upper T i e r )  
S t r ipper  
rJPR 
Imported 
Tota l  Receipts 

SMALL REFINERS 

Old (Lorvei T i e r )  
New (U?per T i e r )  
S t r i p p e r  
NPR . 
Imported 
Total Receipts 

TOTAL -' ALL REFIKERS 

Old  (L,ower T i e r  
New. (l ipper T i e r  
StrS p ~ . e r  
NPR 
To ta l  Domestic 
Imported 
Tota l  Uncontro l led 
To ta l  Receipts 

Revlsed: 
TABLE I Source: F'Ca P-102-14-1 

Reffners Month ly  Report 
VOLUMES OF CRUOE OIL RECEIVE0 I N  REFINERY INVENTORY, JAN. 1977 THROUGH DEC, 1977 Crude O i l  Operat ions 

Regulatory Programs 
VOLUMES (BBLS) 

JAN. 1977 

89,701,289 
61,368,023 
20,088,327 

996,229 
142,195,144 
3l4,349,012 

FEB. 1977 

84,497,722 
57,791,696 
I8,439,184 
1,UOI3OO 

137,268,273 
299,107,175 

MR. 1977 

90,522,314 
65,3?2,8?4. 
20,589,24 1 

1,827,249 
159,574,953 
337,836,631 

MAY 1977 JUNE 1977 JULY 1977 AUG. 1977 APR. 1977 
85,751.089 89.,556.(103 
60,908.735 . 63,515,246 
19.365.651 19.813.376 



LARGE NON- INDEPENDENT REFINERS 

Old (Loner T i e r  
New (Upper T le r  
S t r l  pper 

. NPR 
, . Imported 

Total Receipts 

LARGE INDEPENDENT REFrNERS 

01 d (Lower T ie r  
New (Upper T ler  
Str ipper 
NPR 
Imported 
Total Receipts 

SWLL REFINERS 

Old (Lower Tler)  
New (Upper Tler)  
Str ipper 
NPR 
Imported 
Total Receipts 

TOTAL - ALL REFINERS 

Old (Lower T ier )  
New (Upper Tler)  
Str ipper 

-NPR 
TotalDomestic . ' 

Imported 
Total Uncontrolled 
Total Receipts 

Entit lement &ice: 

Revised:* 
TABtEI I  , -  Source: FEA Form P-102-Kl 

Ref I n e n  l b n t h l  y Report 
COSTS OF CRUDE OIL RECEIVED I N  REFINERY INVENTORY, JAN.'77 TllROUOI MC.'77 

AVERAGE COSTS ($/BBL ) 

J#I. 1977 FEB. 1977 PAR. 1 9 n  APR. 1977 NAY 1977 JUNE 1977 JULY 1977 AUG, 1977 

$ 5.59 $ 5.60 $ 5.55 $ 5.59 $ 5.59 
11.81 11.67 11.31 11.32 11.31 
13.63 13.57 13.70 13.67 13.60 
10.88 U.65 13.52 12.52 ' 12.51 
14.20 ' 14.39 14.50 14.53 14.57 
11.23 ll.32 11 -43 11.47 11.52 



Domestic 011 Supply Ratlo (WSR) 

Oeemed Old O i l  Ratlo (mR) 
Price o f  Entitlement 

Value of Entftlement (DOSR x Ent. Price) 

Upper T l e r  Ent l  tlement * 

Lower T le r  O i l  Recelpts On ME 

Upper T i e r  011 Recelpts I n  MB 

Crude Runs i n  M8 

Total East ~ o a &  Oomestlc Resid 
Subject t o  Oeductlon, in MB 

Imported Resld (East Coast) I n  RE 

Imported No. 1 Heating'Oil i n  ME 

Imported No. 2 Heating 011 I n  t4B 

Total Punhaselsale Requl rements 

Val ue o f  "Purchase/Sale Requi Pemnts 

~ u m k r  o f  Barrelse Deemed Old 011 

. Small ' Refiner Blas E n t i t l e w n t s  

Exceptions and Appeals Re1 l e t  

Correction Re l i e f  (FEA) 

Naphtha Ent i  tlements 

JANUARY 1977 

,266280 

.240752 

$8.30: 

$2.21 

$2.00 

,114.5 

90.3 

46 7.. 8 

-- 
TABLE. I1 I 

COMPARISON OF ENTITLEMENTS DATA 

FEBRUARY 1977 MARCH 1977' 
.267507 .273452 

..271480 ,3265701 

Revised: . 

Source: b n t h l y  Entitlements Notice 
Data, Crude 011 Operations, 
Regulatory Programs 

MY 1977 , JUNE 1977 
.280251 



JAN 1977 
FEE 1977 
MAR 1977 

.APR 1977 
MAY 1977 
JUN 1977 
JUL 1977 
AUG 1977 
SEP 1977 
OCT 1977 
NOV 1977 
DEC 1977 

JAN 1977 
FEB 1977. 
MAR 1977 
APR 1977 
MAY 1977 
JUN 1977 

: JUL 1977 . AUG 1977 
SEP 1977 

Revised: 
TABLE I V  

4 

Source: E n t i t l e a r n t s  Program Oltli 

EUTI TLEHENT PDGRAM DATA BASE S1:WRY 
Crude O i l  Operations, 
Regula tory  Program i 

USED' IN FOWLA. DOSR = O~+W)OR(UTR)-SRB-EAR-COR-NAPHTHA-HO 
CR-.5DRD+.3IR .. 

'WSZ 
WMESTIC 
OIL SUPPLY 
RATIO 

.266279593 
,267507201 
.273451722 * 
.28490%42 
.280251377 

CR 
CRUDE 
RUNS 

467,807,512 
440.21 1,997 
465,495,778 
453 713,493 
475:622,189 

OOR 
OLD OIL 
REE I PTS 

114,564,627 
109,388,651 
111,394,867 
111 ,466,197 
114,831,893 

DRD 
DON. RESID 
SUBJ. TO 
DEDUCTION 

15,068,345 
13,329,916 
12,574,090 
12,033,793 
8,997,774 

DOOR 
DEEMED OLD 
OIL RATIO 

.240742261 
,271 480479 
.326570139 
.329172613 
.a7398338 

IR  
IMPORTED 
RESIDUAL 

42,957,228 
45,334,336 
38,661,213 
24,582,441 
2€*,459,034 

UR 
UPPER TIER 
RECEIPTS 

SRB 
SMALL REFINER 
BIAS 

EAR 
EXCEPTIONS 
& APPEALS 
REt I EF 

2,443,153 
. 2,515,618 

2,840,236 
3,020,611 
2,682,590 

COR 
FEA COR- 
RECTIO)(S 

0 
10 
0 
a 
(1 

NA 
IMPORTED HO 
NAPHTHA IMPORTED 
EIITITLEMTS A HEATING OIL 

O ~ T  1377 
NOV 1977 
DEC 1977 



Revised: 
Source: fntitlementl Program Data 

Crude O i  1 Operations 

LARGE INTEGRATED 
REFINERS 

. 1977 -- PRE- POST- 

' JANUARY 11.23 11.63 
FEBRUARY 11.32 11.80 
PWRCH 11.43 11.86 
APRIL . . -11.47 11.94 

. . MAY 11.52 11.98 
JUNE 
JULY 
AUGiJST 
SEPTEmER 
OCTDBER . 
NOVESER 
OECEFBER 

. . 

1978 . 
-. - 

- .  
JANUARY 
FEBRUARY 
MARCH . . 

. . . APRIL ' 

MAY 
JUrOE 
JULY 
AUGUST 
SEPTEMBER . ' ' 

OCTOBER 
t@fEMBER 
DECEMBER 

TABLE V . 

PPE- AND POST-ENTITLEMEN CRUDE COSTS BY CLASS OF REFINERS 
( I N  $ PER BBL.) 

. ,  

URGE INDEPENDENT SWL SMALL & INDEPENDM 
REFINERS . REFINERS REFINERS 

PRE- .POST- PRE- POST- - PRE- POST- . - - .  -- 
12.77 11.89 11.78 11.13. 12.12 11.39 
12.96 11.91 12.11 11.30 12.38 11.49 
:.3.16 12.26 12.08 '11.24 . 12.27 11.58 
13.05 12.15 12.06 11.27 12.56 11.67 
12.97 11.97 1.2.31 11.47 12.48 11.88 

.kgulatory Programs 

ALL 
REFINERS 

PRE- .POST- - .  



- 
. . .  d Rev i e e l .  Jeki.?r\, 74 1977 

- .  S o u r c e :  I.'EX P*T%I'"- 
. . aef i n c r s  K o n t h l y  R c p c r t  

. - 
TABLE I . . 

VOLUHES OF CRUDE OIL EECEIVED I N  REFINERY INVENTORY 

VOLUXES (BBLS) 

L.:.XGE NON-INDEPEXDENT 'REFIXERS FZB. 1 9 7 6  M2R. 1 9 7 6  APRIL. 1 9 7 6  PAY 19ii - .- - 
JU3E 1 9 7 6  J3LY 1 ? ? 6  .-..a. 1376 ---- 

N.e w 63SLS3.842 6 9 , 2 2 1 , 4 6 2  6 4 , 5 5 8 , 5 2 3  6 3 , 4 0 6 , 5 6 0  63 ,862 ,264  67.2E3.569 5:,:72,573 . - ,-* - - -  
S c r i p p e r  5 , 6 7 7 , 9 8 9  7 , 3 3 9 , 6 8 2  7 , 4 3 0 , 1 5 7  ? , 7 5 3 , 8 2 3  7, '690,250 8 , 7 5 ? , 1 : 6  - -  5 :  , J - , L J ?  

' T o t z l  Ypper  T i e r  6 8 , ' 3 6 1 , & 3 1  i 6 , 5 6 1 , 1 4 4  7 1 , 9 0 8 , 6 8 0  7 1 , 1 5 8 , 3 8 3  7 1 , 7 5 2 , 5 1 4  ? 6 . 0 3 ; ,  51: , . , Z10 ,T 33  
Old O i l  . - -  . . >  -:r 

9 6 , 7 9 2 , 6 6 8  1 1 0 , 6 6 4 , 1 9 7  1 0 4 , 2 8 6 , 1 6 6  1 1 1 , 2 2 6 , 2 7 7  .106,238,654, 107  , l . 3 9 , ; 1 3  . A .  - , : ?  - 8 :.;. ' a . z -  r ; a -  . . . 
T o t t l  D o m e s t i c  1 6 5 , 5 5 4 , 4 9 9  1 6 7 , 2 2 5 , 3 4 1  1 7 6 , 2 7 4 , 8 4 6  . 1 8 2 , 3 8 C , 6 6 0  P 7 7 , 9 3 1 , 1 6 8  ? 8 3 , ? 2 7 , 2 5 5  - - - I - ~ ' ~ * - ? ' :  
I r p o r t e d  
T o t a l  R e c e i p t s  

111,?41,:99 1 0 9 , 8 5 6 , 1 8 7  120. .549,672 . . 1 1 8 , 0 7 0 , 6 0 6  1 3 5 , 6 6 2 , 7 3 1  i45 .059 .2 .33  L 2 2 1 3 ' . 3 # 2 z 2  .--- -.-:- -- 
2 7 6 , 3 9 5 , 6 9 8 -  2 4 7 : , 0 8 1 , 5 2 8  2 9 6 , 8 2 4 , 5 1 8  . 3 0 0 , 4 j 5 , 2 6 6  313 ,G53 ,89?  3 2 8 , 2 9 6 . & 2 0  ~ J - ~ - ~ ~ ~ ~ ~ ;  

L 1 3 G E  - IXDEPEXDEN'I RETIXERS 

Sew 
S t r i p p e r  
T o t a l  Upper  T i e r  
Old 01.1 
T o t a l  D o s c s t i c  
I a ? o r t e d  
':otcl 3ece:pts  

$?!:ILL R E F I N E R S  -- 

27 , .631 ,084  1 5 , 0 3 6 , 4 2 7  2 5 , 6 4 8 , 7 6 7  2 5 , 3 1 9 , 7 7 7  23 ,599 ,633 '  2 5 , 1 1 4 , 6 6 3  " '  ' z 7 . 2 5  .?!ew :%!.:-:-., - 
2 , 4 8 8 , 9 3 9  2 , 6 3 4 , 4 7 0  2 , 4 C 4 , 3 4 9  . - ' 7  ?.?" S t r i p p e r  1 , 2 4 1 , 0 6 2  3 , 4 1 7 , 4 3 8  3 , 2 4 7 . 6 S 1  -= , - . : - , - - . -  

T o t a l  Up2cr  T i e r  2 8 , 8 7 2 , i 4 6  2 7 , 5 2 5 , 3 6 6  2 6 , 2 6 3 , 2 3 7  25,73: ,215 2 7 , 2 6 3 , 5 8 7  2 s  ('9 3 7 7 '  L? - .>,c.:: , . & - ,  , - -  .., & 3 r  - - -  Old O i l  2 f i , ?9RP433  1 6 , 0 1 5 , 3 2 2  2 5 , 5 1 i , O S 3  2 5 , 1 9 4 , 5 0 3  2 4 , 3 9 4 , 6 5 5  2 4 , 6 i L , i 2 7  . : - , , - , d , ~ g >  - - 
T o t a l  C o r . e s t i c  5 7 , 1 7 0 , 5 7 9  5 3 , 5 4 3 , 5 6 8  5 3 , 7 3 4 , 3 2 0  5 3 , 9 3 2 , 7 1 8  5 1 , 3 9 8 , 3 3 2  j 3 , 6 3 5 , 6 2 : -  : ; , L C ?  ,::;: 
I n p o r t e d  v -. 1 9 , 1 6 3 , 2 4 3  31,624,3 '38 3 3 , 1 1 9 . 7 4 6  3 6 , 1 5 7 , 4 7 2  3 E f O 4 3 , 1 0 3  4 7 , 4 2 4 , 6 9 5  . ; ? , ? c ' f , ? - -  -. - .  T o t a 1 , R e c e i p t s  7 6 , 3 3 3 , 8 2 2  3 5 , 1 6 5 , 0 2 6  8 6 , 9 1 4 , 0 6 6  . 9 0 , 0 8 5 , 1 9 0 .  9 0 , 4 4 1 , 5 1 5  1 0 0 , 4 6 1 , 5 7 5  9 2 , 2 3 2 , ~ u J  

'iSTAL - ALL REPICERS - 
Xew 
S t r i p p e r  
T o t a l  Upper  Tier 
Old  O i l  
T o t a l  D o m e s t i c  
I n p o r  t e d  
T o t a l  R e c e i p t s  



CABLE I 

VOLUPES OF CRUDE OIL RECEIVED I N  REFINERY INVENTORY 

 LAX,^^ I O ~ - ~ ~ D E ? E ~ ~ E ~ T  REPI:;TBS S ~ I J T .  '576 OCT. 1176 ' XOV 1376 DEC. 1976 - 
Old 97,1)1,~34 97,575,590 92.20?,374 90,427,757 
Ne-.q 6 i 1 4 ~ 1 , ^ ? 2  59,8d7,423 6i9619,L48 63,338,515 
S t r i p p e r  17,553,340 19,921,625 19,116,957 20,657.735 

CP R 8C9,604 . 846,266 875,650 1',029.912 

Irr.?orted 135,giol51o 137,626,435 :36.261.921 ,137.150,798 

T c t a l  R e c e i p t s  312 , 858,020 315,857,334 310.083.950 316.611,720 

\. . 
- L,A.?..S3 11;32?ESD2?.1T PZPINERS 

C 1.3 6,430,863 5,807,057 5,536,711 5*662*413 
XeY..r 4,173,548 4,095,896 4,749,849 59461,663 

. S t r i p p e r  2,197,101 2,407,550 2,3LO,Oi7 2,392,432 

S? 2 - C -  -0- - O - - G -  
. I ~ ? : = r t e d  35,571,416 35,902,CS2 32,663,458, 34,943,621 

13 -0t3i 3ecei?ts 48,322 /328 51,212,585 45,260,035 44.160,299 

O l d  
t i  F A  

s tr ipper  
X??. 
I c p o r t e b  
T o c e l  X e c e i p t s  

LOYAL-ALL REFINERS 

Old 127 ,:65114( 1'?,02&,:33 120,823,616 123,195,090 . 
Xev a 5  ,6(01g1g $5,211,550 83,383.163 91-9a24,514 
S = r i p ; ? e r  28 ,li5,77) 31,100~201 30,473,092 - 3?1887,47! 
!;??I 1,332,751 1,709,819 2,161,669 . 2,655,343 
In?or ted 2 1  1 ,  6 4  2209420,f69 209,650.931 219.046,958 
To=a1 Receipts 454 #667 # 7 5 1  . 4659465D567 651,492,491 . 46996:0*187 



Revised: Februi~sv 74, 1977 
Source: FEA P-102-X-1 

Refiners Monthly heoort 

LARGE SOW-IXDEPENDEYT R b F I N E X S  

9 er.1 
5 . , L  .. i p p e r  
T o z a l  U2;er T i e r  
O l t l  O i l  
T o z a l  D o n e s t l c  
I ~ ? o r t e d  
T o c a l  R c c e i ? t s  

TAELE I1 

COSTS OF CRLDL CIL R E C E I V E D  I N  REPIaERY INVENTORY 

FEE. 1 9 7 6  MAR. 59T6 APEIL 1 9 7 6  MAY 1 9 7 6  JUnE 1 9 7 6  JULY 1 9 7 6  AUGUST 1 9 7 6  

$ 1 2 . 3 3  ~ l a . 7 9  $11 .96  $12 .00  $ 1 2 . 0 9  ' $ 1 1 . 9 3  $12 .09  
1 1 . 3 2  11. 06 1 1 . 6 5  1 1 - 4 4  . 1 1 . 6 9  1 1 . 6 7  1 1 . 6 8  
1 1 . 3 7  1L.72. 1 1 . 9 3  . 1 1 . 9 4  1 2 . 0 4  ' 1 1 . 9 0  1 2 .  C i  

5.  $5  3 .39  5.52 5 . 4 9  5 . 5 3  5 . 5 1  5 . 5 0  ' 

8 . 1 6  ; ;98  8 . 1 3  8 - 0 1  . 8 . 1 6  8 . 1 6  8 . 2 5  
1 3 . 5 0  1 3 . 5 5  13.50 '  1 3 . 4 6  1 3 . 5 7  1 3 . 5 2  1 3 . 6 7  
1 0 . 3 1  . 1 0 . 0 4  1 0 . 3 1  1 0 . 1 5  1 0 . 5 0  1 0 . 5 3  1 0 . 4 2  

L A R G S  ISDEPESDEST REFINERS - 
:. a'; $ 1 1 . 7 0  :. - 1  , , . -?per - 0 - 
To:al Cppcr  T i e r  1 1 . 7 0  
C i d  O i l  5.36 
T o t e l  3 c z e s t i c  8 . 2 2  
Irr.por tec! 1 3 . 5 1  
T o t a l  R e c e i p t s  11 .77  

S c s: 
C t r i p p c r  
T c t r i  S p p e r  T i e r  
Old O i l  
i c t a l  D o c e s t i c  
I r p o r  t ed 
T c t a l  R e c e i p t s  

T ~ T A L  - ALL REFINERS - 
$12.07 $11 .34  $11 .97  $ 1 2 . 0 2  $12 .09  $ 1 2 . 0 5  , $ 1 2 . 1 1  N c  w 

S;. ; ippcr  1 1 . 3 2  1 1 . 2 8  1 1 . 7 0  1 1 . 6 7  1 1 . 7 8 '  1 1 . 7 2  1 1 . 6 8  
f o t z l  G ? p e r  T i e r  1 2 . 0 2  l b .  73 1 1 . 5 4  . 1 1 . 9 8  1 2 . 5 6  1 2 . C 3  1 2 . 0 5  
C1.d O i l  5 . 4 4  5.39 5.48 5 . 4 7  5.50 5 . 5 0  5 - 5 0  

8 . 3 3  8.36 8 . 4 0  T o t a l  D o m e s t i c  3 .  i.8 8.32 8.27 .. 8 . 4 5  t 

I u p o r t e d  1 3 . 4 3  1 3 . 4 9  1 3 . 5 5  1 3 . 5 0  1 3 . 6 2  1 3 . 5 1  1 3 . 7 3  
.. T o t a l  R e c e i p t s  - 1 0 . 4 1  1 3 . 3 0  1 0 . 5 7  1 0 . 5 1  1 0 . 8 1  - ' 1 0 . 8 6  1 0 . 7 4  

7 . 8 5  7 .89  7 .85  7'.  8 2  7 . 9 1  7 . e O  8 . 0 2  En t i t  lemect Price: - 



. . 

Revised: 02/24/77 

TAXE I1  

COSTS OF CRUDE OIL RECEIVED IN REFINERY INVENTORY 
' 

AVERAGE COSTS (SIBBL) - 
- LARGE NON-INDEPENDEAT REFFWERS - SEPT. 1975 OCT. 1976 NO'!. 1976. DEC. 1576 

5 5.55 Old. $ 5.56 $ 5.55 $ 5.52 
?2.13 12.01 11.92, 11.37 'i ew 

Str:' pper 13.41 13.61 13.61 13.69 . 

?I? 2 11 .I6 11.15 I ?  .38 11.13 
Imported 13.57 13.57 . 13.60 13.72 " 

Tctal Receipts 10.78 10.79 10.86 10.93 . ' 

LA9PJi I!r'XPEWI)iAi REFINERS 

Gl d 
?Jew 
St r ippw 
tdP2 
Inpcrted 
Totcl Zeceipts 

Old' 
New . . 
Strcpper . 
XPR 
Imported . 
Total ~ e c e t p t s  

TOTAL - ALL REFINERS 

01 d 
New 
Stripper 
N P R  . 
Impo~ted- 
Tota: Uncontrolled 

Total Receipts 11.03 91 .I2 11.13 11.24 

. Entitlement . Price:., 7.85 7,84 7.90 3.97 
. , 



Revised: 2/24/77 
Source: . Monthly Entitlements 

Notice 
TABLE 111 

OO?.IPARTSOS OF ESTI'PLIXENTS DATA 

? , t /  
Value of Entitlelr~nt 

PEB 1976 MAR 1576 APR 1976 MP.Y 1976 JUXI 1976 3UL.Y 1976 

S 7.85 $ 7.89 $ 7.85 ' $ 7.82 , $ 7.91 $ 7.80 

Old Oil Receipts ZB 133.8 139.6 133.7 , 141.6 135.6 , 134.4 

Upper Ticr Oii Rcccipts 6 
- 

Crt~dC Huus ?:B ;99.4 424.8 408.0 . '  427.3 ' 440.2 455.2 

Oomcstic Residual Deduction FB 12.9 13.8 12.0 .11.4 10.1 9.5 

24.2 Imported Residual (Eas~ Coast:, FB 37.7 32.4 -29.6 28.7 34.4 

Donestlc Oil Supply Ratio .352065 .357897 :356219 . 355291 ,328663 .314001 

Total ~urchasel~ale Requiremezts '-4,549,702 20,252,939 21,096,354 22,316,653 22,023,390 23..1?1.311 

Value of PurchasclSale Requlremerrts . j114,207,311 $159,79&162 $165,606,V9 $178,424,662 $174,'205,0:4.90 $180,268.225.80 

h'uzbcr of Ref iner/Sellcrs 

Ssxber of RefinezfInporter Sellers 5 5 4 3 .  

Nunbcr of Refiner/Inporter Buyer: 8 5 5 7 

Nunbcr of Importer Sellers 22 19 . 22 19 

SozSer of Ipportzr Buyers 0 0 0 1 

Smber of Fully Exempt Small Ref~ners 50 40 11 10 

Nuinber of Partially ~ x e m ~ t  Small Refirers 6 3 7 .  11 9 LO 

Sumber of Exempt Bbls Deemed Oil Oil 5,013.532 4,238,5S7 0 0 0 0 

Small Refiner Bias Entitlements 3,109,750 3,368,778 5,582,096 5,?P0,391 5,640,142.11 5,886,294.85 

Exceptions and Appeals Relief 0 0 .  1,315,609 1,04'7,373 2,687,374.00 2,490,425.00 

Correction Relief (FEA) 185,977 70,036 23,266 . 7.4,625 0 0 



Value of Entitlement 

Old Oil '~eceiiats b 
U7pcr Tier Oil Receipts EB - 
Cruae Runs HB 

Domestic Residual Dedtxtion 6 
Iaported Residual (East Coast) FB 
Donertic Oil Supply Ratio 

Tocnl PurchaseISale Requirenents 

Value of PurchaseISale ~eqkrements 

Smber of XefinerISelLers 

. Suaber of Refiner/Buysrs 

Kcher of ~efiner/~mpxter Sellers 

-Suzbilr of ReffnerlImp~rter Buyers 

S~-5er of Importer Sellers 

Number ..of Importer Buyers 

Xmjer of Fully ~ x e k ~ t  Snarl Refiners 

Xuo.ber of Psrtially Leapt Small Refiners 

Surnber of Bbls ~beaed. Old Oil 

small Refiner Bias Entitlements 

Exce.ptlons and Appeals RelPef . 

Correction Relief (FKA) 
Naphtha Entitlements 

Pagc 2 
Rcviscd: 2/24/77 

TABLE III -- 
CO???ARISON OF ENTITLEMENTS DATA 

AUG. 1976 

$ 8.02 

136.0 

114.3 

462.4 

11.8 

29.9 

.318713 

;4,617,573 

$197,432,935.46 

. 97 

SEPT. 1976 

$ 7.80 

126.0 

89.7 

437.2 

8.9 

36.6 

.296021 

22,713,741 

$177,167,179.80 

97 

OCT.. 1976 

$ 7.84. 

124.9 

85.9 

NOV. 1976 

$ 7.90 

116.1 

92.8 

450.3 

16.6 

35.1 

.273071 

21,809.856 

$172,297,862.40 

98 

DEC. 1976 

$ 7.97 

119,2 

95.1 

474;3 

12.8 

44.9 

.263350 

23,775.007 

$169,486,805.79 

101 



Revised : -.  FL.~. L ; " I>/ "' 7 
S o u r c e :  FEA 
Entitlements 

TABLE I V  Program Data 

E N T I T W E N T  PROGRAM. DATA BASE SUMMARY 
USED IN FORMULA W3SR = OQR+DOOR(UTR) -SRB-EAR-EDOO-COR-WaHTHA 

CR - . SDRD + .3IR ' . . . .  . . . - 
DOSR 
DOYESTIC 
O I L  SUPPLY 
RATIO 

.352065474 

.357897013 

.356219347 

.356291209 

.328463377 

.31G600874 

.318713267 

.296021155 

.292905041 

.2?3070626 

.263349524 

SRB 
SVJ-LL REFINER 
B I A S  

3,109,750.25 
3,368,777.34 
5,E82,035.75 
5,770,391.42 
5,C40,142.11 
5,S84,294.85 
6,225,577.04 
6,339,519.99 
6,686,936.81 
6,571,274.95 
7,367,860.82 

EAR 
EXCEPTIONS 
6 APPEALS 
R E L I E F  

E D 0 0  
EXEXPT 
DEE,S&D 
OLD O I L  

COR 
FFA CCiI- 
RECT I C:4 S 

OOR 
OLD O I L  
RECEIPTS 

133,753,985 
139,648,705 
133,709,163 
141,603,775 
135,697,295 
134,356,136 
135,047,943 
126,038,544 
124,968,473 
116,197,749 
119,240,OlB 

DOOR 
DEEMED OLD 
O I L  RATIO 

UTR 
UPPER T I E R  
X C E I P T S  

F E B  '76 
12AR '76 
APR '76 
XAY '76 
J5i '76 
J l lL '76 
XUG '76 
SEP '76 
OCT '76 
SOV '76 
3EC ' 7 6  

DRD' 
DO!!!EST I C  
RESIDUAL 
DEDUCTION 

12,948,419 
13,756,372 
12,028,051 
11,386,706 
10,139,124 
9,455,382 

11,830,8067 
8,862,944 

12,960,36E 
16,597,962 
12,906,053 

C R  
CRUDE 
RUNS 

I R 
IlrlPORTZD 
RESIDUAL 

NA 
IMPORTED 
NAPMTIIA 

F E B  '76 
YAR '76 
X?R '76 
YitY ' 7 6 
X N  '76 
J U I ,  '76 
W G  '76 
S E P  ' 76 
OCT '76 
BOY '76 
DEC '76 



. . 

1975 
C' 

JASUAPY 
FEBRUARY 
wL!".CH 
AP3IL 

. . HAY 
J;:;E 

JL'LY 
AUGCST 
SE?TE.!SFR 
OCTOBER 

-. HOVWBER 
DECEHB?X 

LAlcE I r n R A T E l  
REPUERS 

PRE- POST- - -- 
9.65 9.76 
9.96 10.18 
9.72 9.85 
9.70 9.86 
9 ..74 9.93 

10.04 10.21 . 
10.37 - 10.59 
10.59 .10.91 
l0 .43  10.71 
10.70 11.02 
10n03 11.37 
10.60 10.92 

PRE- AND POST-ENTITLEMENT CRUDE COSTS BY CLASS OF REFINERS 

LARCE NDEPEhDENT 
REF1h;ERS 

P E -  POST- 

(in $ per Bbl.1 

WILL 
REFINERS 

PRB- POST- 

JhYUXPY 
FE3RUARY 
MA!!CH 
UaIL 

. YAY 
JUSE 
SULY 
AUGUST 
SEPTMSER 
OCTOSR 
SOV!3SER 
DECMBER 

SMALL 6 INDEPENDENT 
REFINERS 

PRE- POST- -- 

;;; n : 1377 
Revised:. 
Source: Enti t lements  Program 

ALL REFIEERS 
PRE- POST- - - .  

9.63 9.65 
9.95 9.99 
9.79 9.83 
9.77 9;77 
9.80 9.80 

10.17 10.19 
10.47 10.48 
lOi63 10.63 
10.53 10.53 
10.78 10.78 

, 11.05 11.05 
10.69 10.69 



APPENDIX EP. 

REPORT CORRECTION AUDIT PROCEDURES 

An individual refiner or importer may audit the Adjusted Corrected 

Volume Differential (ACVD) entered on the report forms .by the FEA in the ' 

following manner: 

1; . For Old Oil Receipts corrections compare the line 20399 entry, Part 5, 

., FEA-P102-M-1 for the month of correction with the line 1 entry in the 

Summary Section of the Computation Surnrnasy for the month of 

-. . correction. The line 1 entry .in the Summary, "OLD OIL CORRECTED 
. :  

RBCETPTSn is the same  as the volume entered by FEA on line 20499r 
. . 

Part 5, FEA-P102-M-1, "CORRECTED MONTHLY RECEIPTS FOR 

CALCULATIONS." Any difference - (+) between the line 1 entry in the 

Summary and line 20399, Part 5, FEA-P102-M-1, will equal the ~ d j u s t = d  

Corrected Volume Differential (ACVD) for Old Oil Receipts entered on 

line 30409, Part 5, FEA-PlUZ-M-I by the FkA. 'The ACVD reflects the 

difference between the ~ n t i t l e m e n t  Price in the month of coprection 

(EPmc) and the month of error (EP,,). The unadjusted Corrected 

Volume Differential (CVD) may Ire c i l l c ~ l a l d  as follows: 

CVD - - ACVD x EP mc 

(EP me) 

The CVD is the difference between line 20399 in the original repopt ;and 

line 20399 in the amended report, ~'EA-PIOE-M-I. 

NOTE: If there is more than one amended report submitted 

before the FEA makes correctioxrs, the CVD in the month of 

correction will equal thc algebraic sum of the CVDs in. sach 

amended report. 



2. Uppe'r Tier Oil Receipts (UTR) corrections can be audited using the 

same procedures for ,Old' Oil Receipts. The difference between line ' 

30399, Part 6, FEA-P102-M-1, "ADJUSTED MONTHLY RECEIPTSn for 

the month of corrections and line 2 of the Summary "UPPER TIER 

CORR REC*DOOR," divided by the DOOR for the month of correction 
, equals the Adjusted corrected . Volume . Differential (ACVD) for Upper 

Tier Receipts. The ACVD is the yolume entered by FEA on line 30409, . 

Part 6, FEA-P102-M-1, "NET CORRECTION FROM PRIOR MONTH 

' AMENDED REPORTS.". The Corrected Volumn Differential (CVD) for 

UTR can then be calculated: 

- CVD . -  ACVD x DOORm, x EPmc 
--- 

. . 
DOORme x EPme 

The CVD is the difference between . . line 30399, "ADJUSTED MONTHLY 

RECEIPTS," in the original report and line 30399 in the amended report, 

FEA-PlO2-M-1. 

3. Corrections for crude runs to stills may be audited in a similiar manner. 

The difference bet ween line 401 99, Part 7, FEA-P102-M-1, "TOTAL 

RUNS TO STILLS," for the month of correction and line 1, Column A of 

the Computation Summary, "CORR RUNS (BBLS/MOln, for the month 

of correction equals the Adjusted Corrected Volume Differential 

(ACVD). The ACVD is the volume entered by FEA on line 40219, Part  

7, FEA-P102-M-1, "NET CORRECTION FROM PRIOR MONTH 

AMENDED REPORTS." The Corrected Volume Differential (CVD) can 

then be calculated: 



CVD - - ACVD x EP mc 

EPme 

The CVD is the difference between line 40199, "TOTAL RUNS TO 

STILLS," in the original report and line 40199 in the amended report, 

FEA-P102-M-1. 

, 4. Corrections for volumes of Imported Residual (IR) fuel oil may be 

audited similarly to corrections for a u d e  runs to stills. The difference 

between line 10199, Pait  3, FEA-P1,26-M-0, "TOTAL" for the month of 

correction and line 1, Column B, Computation Summary, "IMP RESID 

. (BBLS/MO),@'~O~ the month of correction equals the Adjusted Corrected . . 

Volumn Differential (ACVD).  he' ACVD is the dol'ume entered by the 

FEA on line 10259, Part 3, FEA-P126-M-0, "NET CORRECTIONS FROM 

PRIOR MONTH AMENDED REPORTS." The Corrected Volume 

Differential (CVD) can then be calculated: 

CVD - - ACVD x EP mc 

EPt,c 

The CVD is the difference between line 10199, "TOTAL," in the original 

report and line 10199 in the amended report, FEA-P126-M-0. 



APPENDIX C 

'. REFERENCE MATERIAL AND INFORMATION 

SOURCES 

All source data and reference material used in the preparation of the 

Entitlements Handbook were published by the Federal Government and are 

available from the U.S. Government Printing Office, National Technical h fo r -  

mation Service or the Federal Energy Administration. The reference materials 

'used were:. 
. . . .. 

. i '. 

1. . chap& , XI, .. Title 10 Code of Federal Regulations - ENERGY. 

2. Volumes' 2 and 3, Federal Energy Guidelines of Federal Energy Admin- , 

istration. 

3. The FEDERAL REGISTER. 

4. FEA Monthly Energy Review 

5. FEA 1976 National Energy Outlook. 

6. FEA Guidelines for New ,Refiners. 

Title 10 Code of Federal Regulations (10 CFR) is available from the 

Superintendent of Documents. U.S. Government Printing Office, Washington, 

D.C. 20402. 

NOTE: 10 CFR is seldom current as published due to the 

frequency of amendments. It  is possible to update 

10 CFR with the amendments as published in the 

FEDERAL REGISTER. (A current 10 CFR is 

reflected in the Federal Energy Guidlines). 



Federal Energy Guidelines volumes are designed to provide the Federal 

Energy Administration with infarmation necessary to administer the federal . . 

government's control program on petroleum allocations, prices, imports, and 

information. The Guidelines volumes are geared strictly to FEA ... 

responsibilities, texts of all the laws, regulations, executive orders, 

proclamations, rulings, and pidel ines  directly affecting FEA are reproduced in ,.. . ..' 

these volumes. All material contained in the FEA volumes is under the dirt&i'. 

control of FEA and that agency decides what will and what will not be included 

therein. In FEA terminology, the two volumes are called the "Manual," which 

i s  distributed to FEA offices, other federal agencies, s ta te  and local 

government. entities involved in energy affairs, and to some private @,6bpg" , > 

. . . . 
asiociated with the government's energy policy activities. 

. I ' . 

. . 

There is available a commarical version of Federal Energy Guidelines in 

a three-volume Energy , Management Reporter. The first volume contains. 

explanatory material and information not of interest t o  the FEA. ~olume,s 'Z 

and 3 of the Energy Management Reporter are basically the same as the FEA 

Manual. The Energy Management Reporter is commercially available a 
subscription basis, with weekly updating, from the Commerce Clearing House, 

hc., 4025 West Pctcroon Avenue, Chicago, Tllinnis hbh46. 

The FEDERAL REGISTER is published daily by the Office of the 

. Federal Register , National Archives and Records Service, General Services 

Administration. Distribution, is made only .by the Superintendent by  

Documents, U.S. Government Printing Office. 



The FEDERAL REGISTER provides a uniform system for making 

available to the public regulations and legal notices issued by Federal agencies. 

~ h e s e  include Presidential proclamations and Executive orders and Federal 

agency documents having general applicability and legal effect, docuinents 

required to be published by Act of Congress and other Federal agency 

documents of public interest. Documents are on file for public inspection in 

the Office of the Federal Register the.day before they are published, unless 

earlier filing is requested by the issuing agency. FEA proposed rulemakings 

and final rules are published in the Federal Register with' background 

information and discussion relative to why the rulemaking is needed and why 

the final rule was adopted. This information is not included in the regulations, 

but is often helpful to clarify and understand the published .regulation. 
. . 

The Federal Register will be furnished by mail to subscribers, free of postage, 

for $5.00 per month or $50 per year, payable in advance. The ch'age for 

individual copies is 75 cents for each issue, or 75 cents for each group of pages 

. ,' ,.. as actually bound. Remit check or money order, made payable to the 

superintendent of Documents, U .S. Government Printing Office, washington,' 

D.C. 20402. 

The FEA Monthly Energy Review is prepared by the Office of Energy 

Information and Analysis.' Historical data on energy production, supply, and 

pricing for major energy sources is documented numerically and in graphie 

presentation. Feature articules &re included on subjects of interest considered 

timely. This periodical is available on a subscription basis from the National 

Technical Information Service, 5285 Port Royal Road, Springfield, Virginia 

22161. 

The FEA 1976 National Energy Outlook contains analyses of energy 

trends in supply and demand. Forecasts are presented against alternative 

scenarios for future production and consumption of energy by source, e.g.; oil, 



, gas, coal and nuclear. There are also analyse's and discussions of the financial 

aspects of energy production and fuel cost trends. The FEA 1976 National. 

Energy Outlook is available for sale from the Superintendent of Documents, 

U.S. Government Printing Office, Wahsington, D.C. 20402. Cite Stock No. 

041-018-00097-6/Catalog N. FE1.2:EN2/7. 

NOTE: A 1977 edition of National Energy Outlook is scheduled 

for publication in the summer of 1977. 

FEA Guidelines for New Refiners is in memorandum form and provides 

a brief description of certain aspects of FEA's. crude oil programs that are of 

direct concern to new refiners. The memorandum, dated September 17, 1976, 

is available upon' request from the FEA Office of Refinery Operations, Crude' 

Oil Operations, 2000 M street, N.W. Washington, D.C. 20461, phone (202) 254- 

8620, 

Ollici- PEA Eourecn of information are: 

1. The Uffice of Communications and Public Affairs (C&PA) coordinates 

thc aommunication nf Agency programs md activities through the 

media and the general public by means of public statements, speeches, 

news releases, publications, public reports, audio-visuals, public 

correspondence, and the public distribution of materials. It  also 

conducts or coordinates special education programs in support of 

Agency goals. the C&PA address is: 

Office of Communications and Public Affairs 

Department of Energy 

Old Post Office Building 

12th & Penn. Ave., N.W. 

Washington, D.C. 20461 



The Office of Energy Information and Analysis (EI&A) is responsible for 

performing short-range and long-range supply and demand forecasting 

and related economic analysis; developing publications related to 

national energy policy and scenarios, including the National Energy 

Outlook based on the Project Independence Evaluation System (PIES). 

The Office also provides ADP support to all FEA program activities, 

which . , includes data collection and processing, system design and 

operation, and the data clearinghouse func.tions of the National Energy 

Information Center (NEIC). The address of the NEIC is: 

National Energy Information Center " 
, i '  

. . .  
Department of Energy 

Washington, D.C. 20461 



APPENDIX D 

Sample Entitlement Notice' - April -1977 



CEEMED OLD -GIL t t t * * * * r * *  E ; ~ " T I T L E ~ E N T  P O S I T : O : ; '  
R E P : ~ R T I Y G  F ISY CUJUSTLD T C T A L  .. ~ X C E P T I - ~ L S  . PZGDUCT 13 ~ . O Y T H  . HEOUIWED 

ShC)Rt .%Ai r€  . fiECE1PTS I S S U E O ' A N D  APPEALS E ~ T I T L E & E ~ T S  CLEAN-UP . Ti) t3UY 

A-JOHNSON 
ALLIED 
AkER-PE TXOf I < &  
A ~ ~ R A D A - ~ ~ S S  
AMUtO 
A P C'O . . 

ARC0 
A R I  Z04A 
A S A u 6  @A . 
A s ~ J . A w D  
rsrdrxc 
6ASI.4; 
SSYOU . . 
BEACON 
B E L C ~ E R  
BI-PCTHQ 
CSH 
CALUMET 
C A K A t  
CARIeDU 
c r s r u  . . 
CENTRAL 
C Y A X P L I Y  
C H A R T E N  
C H E V ~ O N  
C I  U lLL l j  
C I T G O  
C L - 6 I B U H s E  ' 
C L A Q K  
CU43T4b 
~ O ~ U C i I  
COHCll  
CHA-FARhL4ha. 
CROSS 

... . 9 :; 2 3 ;, .i .: ,: 

.... SQl?;,; 
7.2 SELL 



OLD OTL ~ t + * * r t r r r  E N 7 I T L ' E Y E N . T  P O S I T I O Y  
R E P O R T I i i G  F I R *  4r)JPISTED . lOtAL . ' E X C E P T I O K S  - PPODUCT . 10  BONTN. . REQ2IwtC 

b . SHUST NiwF; RECEIPTS BSSUED Ah.0. &PPEALS'Ehi:ITLE+4EYTS CLEAN-UP TO BUY 

- CRO;I!i . 

CRYSTAL-OIL 
CRYSTAL-RE): 
WLTA 

. . 

' IEkEhWL! 
DIAUCkO 
DILLfiAN 
DiORCfiESfER ' 

.Don 
E-SELBOARO 

- LC0 
EDDY 

. E D G I  tiST3S-OIC 
. ELU 

ERERGY -COOP 
EVANGELINE 
E X X O t i .  
EZ-3ERY E 
F AHARZ SS 
FARnfRSmUu . 

. RETCHER 
- FLINT 

GARY 
GETTt 
GXAWT 
6IESOW 
GCICIER*PIRK 

.6LADXElJX . 
' GLENROCK 

GOLDEN-EAGLE 
EOLDKICG 
GOOD-HOPE 
6UA3 
GULF 



DEEMEO O t 3  O I L  
R E P O H I I ~ G  ~ 1 . 8 3  AOJUSIEU 

SHORT . % A M  RECEIPTS 

GULF~ST 9 97,687 
HIRI 0 
HOHARO 0 
HOHELO. . 410,950 
HUDSON-QII 368850 
HUNT 277 8 605 
HUSKY 6538418 
XtGOEPEkDENT-REF 162,877 
INDI4NImFARH 67r 175 
1XGEfl -OiL 1,602 
IEV1N:G ' 0 
JtW 
KENCO 
KENTUCKY 
KERN 
KERR-HCGEE 
KOCh 
LISLL'41 .k 
LAKESIUE 
LAKE'TrlN 
LXTTLEm4WER 
LOUISIANA-LAND 
rsncnzLLaM 
MARATHON 
RARION - 
Mi D*bl4ER 
WID-TEX 
MIDLAND 
WOBIL 
MOHA#K 
PlQKOCO 
#ONS&NTU 
' 130RR13GN 

MOUNTAIYEEH 

T I O N  
HEQUIREO 
. T O  BUY 



FEEHE0 OLD OIL * k k * * * r t * *  E , N T X T L , E H e N T  P O S I T I o N  * k * h * k ~ & t *  2 
RbZPORT1NG FIRM ADJUSTED TCT CL EXCEPTIONS PRODUCT -1 ... 10 MONTH REQUIRE0 REQUIRE0 

- SHORT kAHE RECEIPTS . TSSUED A N 0  APPEALS ENTITLCMEPTS .CLEANrUP T O B U Y  , T i l  SELL 

~ U ' R P H Y  . 933 p 05s 
N-AMER-PET 6.3 . 1091508 
NkTLrCOOP 380,927 

. N A V X ; ~  359 ,208  
NEW-EDGI FiGTCN 557 r 584 

' HE&-EYGL-PETRC) 0 
HENHALL $691749 
~ O R T H E A S T - P E T R O  .O 

.NORTHLAND 33,508 
CUC ' 233p9!b 
OXNARO . 15,403 
PA3C0 ' 0 
FENF:ZGIL .55B193Y 
PEST€? 507,765 
PHILLIPS 2tb421412 
PnIu.IPa-Pi? o 
PIONEER 18,547 
PITTSTQN 0 
P L A C I D .  249.8 205 
PLATEAU 16dr278 
POY E 3 f  NE 2 1 ~ 7 1 . 3  
PRIDE I 1 6 ~ ~ 5 6 1  
?RI?JCf TOW 0 
I U A K C R q S T  57,183 
RICHARDS 269 

. R ~ A ~ ~ C I L .  G 
iR0::X-1 S L A W  . - 328,369 
8ABEii:rf  EX 2 2 p B l U  
-3ADRL-CAL 205r379 
3rCEbCPEEK .3,355 
SAN-JOAQUIN l ' l l p 8 u 2  
9Efi?!:'3LE t5h135 
3HZLC 12rOOOp2a2 
3 L G N l R  . . u0301 



DEEMED OLD OIL 
EEPCRIIuG F I 8 p  ADJUSTED 
. S L . ' O ~ T  ! J & ~ . E  R E C E I P T S  

E N T I T L E M E N T  P O S I t l O N  **t*+*tbZC 

TOTAL EXCEPT'IOMS PRCDUCT. 10 MONTH REQUIRE0 
I S S U E D  AND APPEALS ENTITLEMENTS CLEAN-UP TO' BUY , 

FEOrRAL EEGISTE?. VOL. 47, NO. 120-WEDNESDAY. JUNE 22. 1977 



D S E V E D  GLD OIL 
R E P O R T l d G  F ? H r  aCJUS1EP 
'. SYOHT .NAME 5 E C E l  P T S  

8 O m Y A M P T O k  . 6 0 , 0 2 9  
SDH 10. 1,912rZZO 
SQYERSET 35,987 
SOUND 77,125 
SOUTHLANO . . 385,671 
SOUTHRESTERS 6 r 3 t 5  
SP8AGU.E 0 
S T E U A R T  0 
SV;:LAND .2,a74 
SUkOCC ' 5t354, '913 
TFNNLCLI b3bn 379 
'Ti S OR0 18056 ,009  
TEXACO 10 t 337,608 
T E X A S - A H E R X C A ~  25 , 202 
TEXAS-ASPH 11,339 
TEXAS-CITY 507 p 307 
TdAGkF4.D 656 p 527 
T,+lR!FT NAY 3 0 , 6 6 3  
T4Ur4OEBBIQD 76 .392  
TI)LEDO*EDI80t$ 0 
TONKAKA 27.r 121 
7D3CO 2 , 3 3 1  t 7 3 7  
v 3 T A L = P E T R C  ,El iM 2321 27 1 
TFANSrOCEAh 0 
UEC-CARIBE 0 
U5i,XCfu*DIL 5,824,37(3. 
UYXON-PETRC 0 
UNTDeIND If , 2 0 c  
UNTDrREF '232,669 
US-OIL ' 1 3 , Z E l i  
U S A = F E i R O t P : f  ?i 9 3 , 0 7 7  
V I C l i E  A S  2 9 3 , 3 5 3  
VULCIY P I I J 8 S 9  . 

nAt1E.R .O 

T I O I J  
kt'uilIUfiCi 
-Tu AUY 



-. ' .* DEEMED OLD OIL * * * * * e n * * *  E N T I T L ' E ~ E N T  P O S I T I O N  t t * h * * f i * n a  2 -8 

REPORTING F I R H  - ADJUSTED - TOTAL EXCEPTIUNS PRUDUCT , 1 0 M O N T H  REGuIPE3 f i E Q l j f R E D  g 
SHCRT NAME- RECEIPIS ISSUED .ANS .APPEALS LkTlTLEREkTS. C L E h N d P  Ti) BUY 70  EEL;L 

15;3u7 '. 0 37 907 42,492 0 0 4,545 NARRlCR 
#ESF*CO4ST 41rbQa 500.150 0 I) 0 0 . i r ( r i l 4 0  

102,359 132,769 ' . '  0 - 0 0 Jot410 
, .RESTEkh 

197,32? ' 205r962  n 0 0 9 56,835. Wf N8TON 
WIRS-BACN 0 720  . 0 0 0 0 72.3 

81 0736 2 0 a r  4@3 G 0 '0 0 122,753 nt TCO 
0 151274 0 0 15,274 RYATT 0 ' 150274 

0 879 0 '  0 0 0 079 YET TER 0 
I YOUNG l l l r 3 7 9  111,379 30,425 0 U 0 

TOTAL 

Xeflects adj~stnents for 1975 ex;egtj.ons relic; as provisionally molif icd 5 y  
FEA pending agacy review consistent with courti order. For discussion, see 
December entitlement notice, 42 FIR. 12133 (Itarch 2, 1977; 

** Reflect's an invoice adjustment to a prior month. 
. 

. - 

*** This does not include the purchase obligation stayed by court order in Texas ks?halt_ 
+ Refinety Co. v. Civ. Action No. 4-75-268, (N.D. Tex., filed October 31, 1975). 

'*?a* Rbflects late submission cif No. 2 heating oil entitlements report. 
. . [FR ~0c.m-1ms7 6-17-n;z:s pm] 



APPENDIX E 

Sample Format - Delegation of Authority 

to Sign and Certify Letter 






