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Contacts

U.S. h'nergy Industry Financial l)evelopments, 1993 "l'ttird Quarter provides inlonnation on the financial

performance of energy companies during the most recem reporting period. The data are laken from public
sources such as lhe Wall Street Journal, Energy Information Adminisiration publications, corporate press
releases, _md other public sources. U..__'.Energy Itz&tstrv Financi,; l)eveloimlenrv, 1993 l'hird Quarter was
prepared under the direction of W. Calvin Kilgore, Director of the Office of Energy Markets and End Use of the
Energy Information Administration. General questions concerning the content of this relx)rl may be referred to
Arthur T. Andersen, Director of the Energy Markets and Contingency Information Division, (202) 586-1441, and
Mary E. Northup, Chief of the Financial Alvalysis Branch, (202) 586-1445. For specific iechnical information
concerning this report, con/act Kevin Lillis, (202) 5,86-1395.
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Executive Summary

Based on intc_nnalion provided in 1903 third quarter financml disclosure:,,, the average nel income for 112
pelroleum companies--including I,Rmaiors--rosc 13 percent between the third quarter of 1002 _md the third
quarter of 1o03. The gain in overall petroleum income was derived from increases in refined lm_luct
COllSUnll')ti_ll and Inargins, which improved the profilahilily of downstream petroleum (refining, nnarketing and
transport) operations. A 17-percent decline in crude oil prices led to reduced income for upstre_un toil and gas

exph_ralion, tle\;clc_pmeIII ;ttR!pr_luction) operations. A 16-percent rise in natural gas wellhead prices only
partially offsel Ihc negative effects of low crude oil prices. Electric utilities also repelled improved financml
resulls for the third quarler of 1993 as h_lter summer temperatures relative to lhe year-earlier quarter helped
boost air condilionmg dcnland alid overall electficily usage.

The following point,,, highligl_t third-quarter energy industry financial developments:

• Refined Product l)emand and Margins Lift Downstream Earnings. Petroleum product

consumption rose 2 percent between the third quarter of 1992 _md the third quarter of 1993.
Although petroleum product prices declined in the most recent reporting period, they did not
decline as much as crude oil input prices. As a consequence, refined product margins widened,

leading to a substantially improved U.S. downstre_ml financial perform_mcc. Income from the

majors' domestic downstre_un operations more than doubled, while the independent producers
relx_rted a tripling of income. For their overseas refining/marketing operations, the majors
relx_rted a 66-percent rise m earnings. In Asia, refined product margins were substantially

higher than in the year-earlier peritxl while in Europe the improvement in margins was slight
relative to a weak third quarter of 1992.

• laJwer Crude Oil Prices Reduce Upstream Earnings. ('rude oil prices fell 17 percent

between the third quarter of 1992 and the third quarter of 1993 leading to a substmltial
reduction m raceme for the major petroleum companies' upstream operations. Income from the
majors' domestic oil trod gas pmduclion operations fell 35 percent belween the third quarter of
10t_2 m_d the third quarter of 1093. Over the same period, the majors' foreign upstre_un
income declined 27 percent. Independent oil trod gzts producers reported income of $34 million
versus S98 million for tim third quarter of 1992, again due to lower crude oil prices.

• Drilling Income Rises with Increased North American Exploratory Activity. Sh_u'ply

higher natural gas prices spurred North Ainerican drilling activity during the third quarter of
1993. Thus, despite the sizable decline m crude oil prices, U.S. oil aJld gas drilling activity
improved. In contrast, drilling activity outside of North America was lower with the exception
of the Middle East. Due to the stepped-up pace of North American drilling activity, oil field

companies reported income gains of 62 percent in relation to the third quarter of 1992.

EnergyInformationAdmlnistrationAJ.S.EnergyIndustryFinancialDevelopments,1993ThirdQuarter v



1. Financial and Energy Overview

All increased level of economic activity helped lift tile demmld for nlosl major fossil fuels between tim third
quarler of 1992 (Q392) mul the third quarter of 1993 (Q393). Economic activity in tile United States, ,as
measured by Gross D_mlestic Prcxluct (GDP), was 2.g-percent higher in Q393 tlum m Q392 (Figure I).
Petroleum product detoured, natund gw; demand, coal, and electricity consumption were _dl up over the previous
year's third quarter, and had a positive impact on energy companies' Q393 financi_d performance.

In Q393, the energy industry companies included in this relx_rt realized a 12-percent return on equity. Profit
performance for nonencrgy companies wa:k,_a much higher 15-percent (Figure 2). These comp_mies were also
positively affected by the expanding U.S. economy. The nonenergy industry experienced a 56-percent increase
ill income between Q392 _md Q393 (Table 1). Smmg auto sales enabled Detroit's Big Three auto makers to

retx_rt positive income of $773 million versus the $1 1 billion loss reported for Q392. IBM's financial
performance also contributed to Q393's hnproved nonenergy income perlonnance, as IBM saw its losses nm'row
from $2.8 billion for Q392 to ,¢_48million during Q393.

The relatively p_orer profit perlonnaJlce of energy comp_mies stems primarily from falling crude oil prices. Oil
prices during Q393 reached their lowesl levels since the second quarter of 1990. While petroleum product
dem_md in the Americas and in most of Asia wa.,, robust during Q393, a reduced level of economic activity m
m_ulv industrialized nations continued to depress dem_md for petroleum. World oil supplies remain in surplus

prim_uily because of rising Organizati,m of Petroleum Exlx_rting CountJ'ies (OPEC) and United Kingdom
production. J

In contrast to crude oil, U.S. nattmd gas operations contributed positively to the fin_mcial perfonn_mce of
petroleum compmnes m Q393. The improvement w_ts due to an increase in natural gas wellhead prices. The
wellhead Price of nalural gas averaged $2.13 per thous_uld cubic feel during Q393, a 16-percent increase over the
year-ago level (Table 2). Partly due to _m increase in demand from electric utilities, natural gas consumption

grew 3 percent between Q392 and Q393. Natural gas prices started to move upwards during the second quarter
of 1992, afler several years in which the natural gas market was characterized by excess deliverability aJld

depressed prices. Improved domestic nattmd gas prices were insufficienl to offset the adverse profit effects of
lower crude oil prices.

_Energy lnh_rmation Administration. Inrenu,tional Petroleum Statistics Reporl. November 1993, 1)()E/t{IA-0502(93/1 l)(Washington I)C,
No_ember 199:tt. Table 1.1.
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Figure 1. Year-over-Year Percent Change in Gross Domestic Product by Quarters, 1991-1993
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Source: DRI/McGraw-Hill, U.S, Central Data Base, Data Item GDP875, November 18, 1993,
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Table 1. Revenue and Income Summaries

(Million Dollars)
Percent Change From

Third Year-to- Third Year-to-

Energy Industries ' Quarter Date Quarter Date
1993 1993 1992 1992

Fossil Fuel Industries
Revenue

Major Petroleum Companies (18) ................. 105,711 318,362 -7.6 -2.4

Independent Oil and Gas Producers (56) ............. 2,490 7,452 1.6 8,0
Independent Refiners (9) .......................... 7,000 19,531 1.7 4.7

0il Field Companies (29) ....................... 4,622 13,662 7.3 6.1
Petroleum Subtotal (112) ........................ 119,824 359,006 -6.4 -1.5

Independent Coal Producers (2) .................... 97i 2,760 4.9 6.6

Fossil Fuel Subtotal (114) ....................... 120,795 361,766 -6.3 -1.5
Income

Major Petroleum Companies ..................... 4,026 12,413 9.8 29.4

Independent Oil and Gas Producers ................. 34 362 -64.8 61.8

Independent Refiners ........................... 141 306 2151 130.1

0il Field Companies ........................... 319 693 62.0 30.5
Pelroleum Subtotal ............................ 4,521 13,773 12.8 31.4

Independent Coal Producers .................... 23 45 -2.9 1.9
Fossil Fuel Subtotal ......................... 4,544 13,819 12.7 31.3

Rate-Regulated Energy Industries
Revenue

Natural Gas Transmission (18) ..................... 6,790 22,424 15.4 18.8

Natural Gas Distnbution (24} ..................... 2,638 11,776 7.5 10.9

Electric Utiiities (76) ........................... 43,692 117,504 8.9 6.5

Rate-Regulated Subtotal (118) .................. 53,120 151,704 9.6 8.5
Income

Natural Gas Transmission ........................ 135 1,071 -15.1 55.5

Natural Gas Distribution .......................... -79 645 NM 40.1

Electnc Utilities ............................... 5,897 12,933 8 3 9.9

Rate-Regulated Subtotal ...................... 5,954 14,649 8.0 13.4

Total Energy Industry Revenue (232) ................ 173,915 513,470 -2.0 1.3

Total Energy Industry Net Income .................. 10,498 28,468 10.0 21.4
Nonenergy Industnal Companies' Net Income (270) ....... 16,411 NA 55.9 NA

"The number _,f companies is reported _n parenthesls The petroleum companies are listed in Appendix B. Percent
change was calculated from unrounded data.

NM----Not Meaningful
NA--:Not available.

Notes: The income data presented here have been adjusted to exclude the effects of unusual items. Totals may not

equal sum of components due to independent rounding.
Sources: Compiled from companies' quarterly reports to stockholders and "Earnings D_gest," The Wall Street Journal,

various issues, October and November, 1993. The nonenergy industnals are based on data presented in The Wall Street
Joumal, November 1. !993, p. A6. The Wall Street Journal group is adjusted to exclude energy and financial companies.
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Table 2. Preliminary Energy Statistics

Percent Change
From

Supply and Prices_ Third Year-to- Third Year-to-
Quarter Date Quarter Date

1993 1993 1992 1992

Energy Quantities
Crude Oil Production (million b/d) ............ 6.7 6,8 -4,6 -5,0

Net Crude 0il Imports (million b/d)_ ........... 6,9 6,6 7.8 10.9
Crude Oil Inputs to Refinenes (million b/d) ...... 14.1 13,6 2,7 1.7
Refined Product Supplied (million b/d) ......... 17,3 17,1 1,8 0.7
Product Exports (million b/d) ............... 1,0 0.9 299 12,0

Product Imports (million b/d) ................ 1.8 1.8 1,7 -1.3
Net Product Imports (million b/d) ............ 0.8 0,8 -19.2 -13,1

Natura! Gas Consumption (tnlhon cubic feet) .... 4.0 14,7 2,6 19

Natural Gas Production (tnllion cubic feet) ...... 4.4 13.6 1.6 3.1
Net Imports (tnllion cubic feet) .............. 0.5 1,5 8.7 9.4

Coal Consumption (million short tons) ......... 241 686 1,3 2.7
Coal Production (million short tons) ........... 236 713 -5,3 -4.6

Total Electricity Sales (billion Kwh) ........... 782 2,156 5.0 3.7

Energy Prices
Refiner Acquisition Cost oTImported Crude Oil
(dollars per barrel) ...................... 16.10 17,03 -17,1 -5.8

Gasoline, Retail (dollars per gallon) ........... 1,17 1.18 -4,9 -0.3
No. 2 Heating Oil, Retail (dollars per gallon) ..... 0.88 0,91 -2,2 -0.7
Electricity, Residential (cents per Kwh) ......... 8.80 8.37 2,3 1.6
Natural Gas, Residential (dollars per thousand cf), 7,57 6,57 4,6 5.0
Natural Gas, Wellhead (dollars per thousand cf) , . 2,13 2,09 15.8 28,2
Coal, Electnc Utility (dollars per million Btu) ..... 1,40 1.39 0,0 -1,7

_Data for the most recent penod are preliminary estimates. Percent change calculated lrom data presented
in the cited source,

blncludes imports for the Strategic Petroleum Reserve.
Source: Energy Information Administration, Short-Term Energy Outlook, Quarterly Projections, Fourth Quarter
1993, DOE/EIA-O202(93/4Q)(Washington,DC, November 1993),

4 Energy Information Administration/U.S. Energy Industry Financial Developments, 1993 Third Quarter



Figure 2, Quarterly Return on Equity for Energy and Nonenergy Companies, 1982-1993

20

Nonenergy S&P 400 ,.

15 '-

L_J
b

%
I::Z::

0..}

5

o t _ ............. t I ........ t .....
Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 01 03 Q1 Q3 Q1 Q3 Q1 Q3

1982 1983 1984 1985 I 1986 1987 1988 1989 I 1990 1991 1992 1993

Notes: Data for the third quarter of 1993 were estimated. The return on equity is calculated on an annualized basis. Totals
may not equal sum of components due to independent rounding.

Sources: Companies' reports to stockholders: "Earnings Digest," The Wall Street Journal (vanous issues, July and August,
1993): and Standard and Poor's Compustat Services, Inc., Compustat II, Quarterly Data Item 8 (Income before Extraordinary
Items) and Data Item 60 (Stockholders' Equity), November 18, 1993
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2. Fossil Fuel Industries

Overall e;tn_nlgs ti_r cCmqmnics inxolved ill fos_,ll fucl lU_duclitm aIld pr_ccs',lr, g r_,c 13 percetd belween ()3t}2

and Q393. However, there were v.,id¢ v;.irinlJ_uls in pr_lil pcrI¢wman,.'c ¢_n a IllllCtlOllHI basis: upslrcnm

profitability deteriorated while pr_xluct proce_,slng pr_flil-|bilil_ ilnlm_c'd ,,h_trpl5.

Oil and Gas Production Operations

.-L incCm/c l¢_r the lm!ior ix_trole.um companies"Largely due t¢_lhc 17-percent decline in crude t_il prices ITal_h.' '

I.I.S. _il and gas pr_n.luction scglllenl fell 35 pcrcem bclxvecn Q3t_2 and (,)3c}3 ITabl¢ 3t. Profits of independent

_,_iland gas pr_.lucers fell bv 65 percenl _Fable 1_. l.o,acr domestic crude t_ll im_duction also depressed earnings

durin_ Q3C_3. Overall U.S. crude _il pr_Mucli_n fell t_y 5 percent between (,)>_2 and Q3t,_3. For the first 9

months of 19_?.3. L!.S. crude oil production reached ils Iowesl level since 195,'-,;' A 16-percent rise in natural gas

prices, along with a 3-percenl iIlcretcse ill natural gas coll_ulnplion parlly ()llscl the ile_ali\,'e effects thal both

fallii/g crude oil prices and lower crude _il producti_m had on upstream linancial lx_rformancc during Q393. In

addilior_, a nulnber t_l the majors rep_rted that co_,[-culline effc)rts had :_ D_sitive ill,pact t_l| t_pstre_un earnings

dtlrlllg the third quarlcr. Altht)tlgh rising production ahr_ad helped t_tl,,ol lhe adverse effects of lower crude oil

price.,,, the major:, rcponed a 27-percenl decline i_1 l_reien. _il and _,,,,txl'm_ductit_ll income.

Refining/Marketing Operations

Overall, U.S. pelroleum product dem:md w;_s up 2 percent Ir_m ()3_2 ITable 2_. In f,)3_3, refined pr_luct

dem_md reached its highest third-quarter level since 197t__._ Improved refined pr_duc't demand and higher

prt)dt_t margins (Figure 3) led to an increase in refining/marketing earnings I¢_r the mai_rs a_ld for independent

relh_ers, Between Q3_)2 and Q393, the majors' !._I.S, refining/marl,:eting earning:; m¢_re lhan doubled ('Fable 3).

F_tal t).S. refinery capacity utili/.ali_m was ;dso tip over [he lx.;ri_d, _tvelagill_ t-)4 percent during Q393 versus 91

percent dunng Q392) Part _I the increa.,,e m capacity utilization was due t_) n reduclion in operable capacfly

hut parl was als_ due tt_ higher levels t_l lhroughr)ut, tn their Q3_3 press rele_.ses, a numlx_r of the majors stated

that carher elt_)rts l(_ c_mtam downstreanl (_per;.tling _._sls were als_ ctmtr_buling faclt)rs It) the Q393 gain m

d_wnstream eanm_gs.

:l-inergylnfurmah_m Administratitm.Monthly t:ner'_,_Revu'_c.N,';r_'mhcr1_)93,1)__1")'1iIA Ill?,5{U_,'I 1!_\Vash_ngt-n l)( ' Nnvemtx,c 1993),Table
3.2a: and ,4nntufl f'.ncrt¢', Revtew 1992. I)()E/EIA.t)_ 8-1(_2)i_,'a.'_hillgh_ll, l)( '..hme It)t)g*. labic 5,.I.

'Energy lnlt}rn-latit)n ,,\dllllnls|rillit)ll. Mortthlxt'.nct,gxRv_'lt_..\'rn'enfl,_'r199¢, IX H'/I J,\ (X)_5('.)L'IIi\V,tsh llglt)ll I)( '..Nt_ve,ntwr1()93),Table
3.1a; Month/,, fftu.rg_Rcctc_ .hmu,_t-_1991. I)()I',/IAA-(_(_50_I/()1.icWa_,ht gt,,I 1)(' .I,tnuatr',lU_)l!.Table _ la: and, ltl._tr,r_c(dM(_nthlv/-,m'r,t¢',
Revte_. 1(J73-1988.I)()t'JI{IA 1)0_5{';g-_8)(_,';t.',;hlrlglt)ll I)( ', S;cptemt)t'r i',)91_ Table _ l,c

'_EnergyIntormation Admimstrati_m. _V_'ekl_Petroleum St_ttu.sReport, l)()}:q'il:\.t)2()_;(9:_.46!!Washingt_mI)(" Novemtx,r I",-.190t), Table
2.

Energy Information Administration/U.S. Energy Industry Financial Developments, 1993 Third Quarter 7



Table 3. income and Expenditures for Major Petroleum Companies
(Million Dollars)

Percent Change
From

Third Year-to- Third Year-to-

Category _ Quarter Date Quarter Date
1993 1993 1992 1992

Line-of-Business Income

Petroleum (17) .................................... 4,382 13,254 5.7 28.3

Chemical£ (12) .................................. 626 1,835 -5.8 -13.4

Coal (3) ......................................... 53 182 -14.3 6.1

Other Businesses (12) ............................ 246 1,138 -17.5 -9.3

Petroleum Income by Geographic Sector

Domestic (10) .................................... 2,006 5,820 3.6 38.1

Foreign ( 1O) .................................... 1,745 5,624 -0.9 12.9

Domestic Income by Function

Oil and Gas Production (10) ........................ 933 3,660 -34.6 23.4

Refining/Marketing (13) ........................ 1,342 2,789 131.2 96.4

Foreign Income by Function

Oil and Gas Production (10) .......................... 921 3,466 -27.2 -5.6

Refining/Marketing (6) ............................... 824 2,158 66.4 64.7

Capital and Exploratory Expenditures

Domestic Oil and Gas Production (7) ................... 1,217 3,196 23.7 3.5

Foreign Oii and Gas Production (8) ................... 2,261 6,489 -4.7 -5,8

Refining/Marketing (10) ............................. 1,826 5,043 -9,5 -11.2

Other Fuqctions (11 ) ............................ 1,232 3,742 -3.8 -5,1

Unallocated (6) .................................. 341 979 -24.8 -54.1

Total Capital and Exploratory Expenditures (11) ............. 6,876 19,449 -3.3 -10.5

"The number of companies is reported tn parenthesis. Percent change was calculated from unrounded data.
Notes: The income data presented here have been adjusted to exclude the effects of unusual items. Totals may

not equal sum of components due to independent rounding.
Sources: Compiled from companies' quarterly reports to stockholders. Segmental income and capital expenditure

data are presented for those companies who reported these items separately in their Q393 press releases.

New environmental regulations became operative during Q393. Tile ('le_m Air Act Amendments of 1990

required _halzL'+_I October 1, 1993, refiners produce diesel fuel, for highway use, wilh a maximum sulfur
c()nlcnt {+1().()5 tx'rccnt bv weight. Pri_)r to this rcquiremcnt, diesel fuel sulfur levels averaged 0.3() by weight.
Further. ('alilc_rnia imp_scd the additi_mal requirement that diesel sold there would have a re,luted art)ntatit

cow,tent. Alth¢._ugll it appca>, that in most areas _)1 the country refiners met ,he new h)w-sulfur diesel fuel

requirements without any maior disrupticms, meeting the California market's more stringent diesel requirements
proved m_re difficull _ukl c¢)slJy. F¢)r i_lslallce, ir_Ca.lifonlia, suppl,,, imbahulces arose in Oclober which pushed
diesel prices t_ ¢)\er 4() cents per gall_m abc_\e Lheir September levels. _ Due to) their inability t¢_meet the
Octc_ber 1. 1993 deadline, 3 Califontia refiners were granted variances from compliance. These varim_ces,

however, result m linancl_d penalties which may have a negative impact on fulure quarterly e'mmi.,,s.=. for the
affected refiners. Furlhermore. m 19t)2, Um_cal announced that it would no longer market diesel fuel m the

_0_1 Market l.tstener. ()ct_ber 22. 1993. p. 1.

8 Energy Information Administration/U.S. Energy Industry Financial Developments, 1993 Third Quarter



California markel. [.]tlocal stated thai ils departure from the California di¢.,,¢1market would save the cl_mpany

$_(.)() million in cal'nlal outlays/' Durin_ Q3q3, [.T.S.r¢l'merics had the addili/mal rcsplmsibilily of gearing-up ti_

lllCC[ lhe second oxygenated g;.Is(_line season, ailolllcr [CqtHr¢lilCll[ rcsullin_ ll'/_lll lh¢ ('h:an Air Acl kl/IClldll|Cllls
of 1990.

In aggregate, it appear.,, th;.tl lhc new refined producl slandards had Iilllc adverse impacl _m Q3q3 eaMlings.

Statements COllCerlling refilling operations illadc bv s_ille refiners h| IIleir lhird-qtlarlcf eafnillgn rel'u_rl stJ_ge.,,!

that overall refining inargHls on Ihe Wesl Co:lsl were slrong during Q3_3. {lllramaf, f_r in.,,lance, repcwlcd thai

its Wih'|imgt<m, Calif_wnia refine D, eXlK_rienced margill.,, _1 $7.60 per barrel in Q3u3 versus $5.07 per barrel for

Q392.:

Income from the m_tjors" ewerseas rcfinmg/markeling operatic,is ro,,e 66 percenl lxuwcen (,)3_,_2and Q3t)3.

Chevron. Exxon. Mobil, and Texaco accounl for 92 percenl of all _1 l[le I..I.S. lll;tl_)l'S' (vverseas downstream

sales. _ These companies reported uniliwmly improved financial resulls from lhe_r dmvnstretun operations in Ihe

Far East and m Latin America. where most nation.,, are experiencing mtnlerate to robusl ccon_mic growth. In

contnc:q, most European economies remain depressed: as a consequence, the majors continue to reporl weak

results from their Europe_m rel]ning/m_ukehng operations. Refining margins in the Far Easl shmved a sharp

incre;cse over thetr Q392 levels, while refined producl mlugins in Eur_pe sht_u,'ed a slighl gain over their

relatively low Q392 levelsd

Chemical Operations

After petroleum operations, chemical operations _ue the largest s_mrce of income for the major petroleum

compm_ies. Income for the majors' chemic_d operations fell (_ percenl tx.?lweell Q392 and Q393 (Table 3). Mm_y

of tile m_jors attribt_ted this deteriorating perti_rmam.'e to weak worldwide denl_uld, h._wer margins, and

overcapacity. The chemical segment of major petroleum companies has reported a decline m income during 15

out of the last 19 quarterly reporting periods. _'' Persistemly ,aeak cl]emical earnings may be causing some

petroleum companies to reevaluate the viability of their chemical operali_ms, as many petroleum companies have

recently d_me with II_eir coal mining _perali_ms. l)urmg Q393, Texac_ agreed l_) sell its w_rldwide chemical

business for $1.05 billion, t_ while DuPont said it would lay tiff 4,51)11 workers and lake a charge ¢_1$374

million againsl earnings. _:: The sale is expected t_}lake place on Jallll;.ll\ l, 1994. N{_npetrolel.iln chelmcal

companies have also experienced a prolonged slump m earnings. Tills slulnp conlinued into Q393 as

nonpetroleum chemical manufacturers reported a 12-percenl decli_w in income belween Q392 and Q393, wid_

both speci_dty and commodity chemical lllailulaclurers showing a deteriemflion m Iheir financial perlbrm_mce. ::_

Recently, two nonpetroleum companies, The America,_ ('yallanHd ('otllpa_ly alRl Easlman KeKlak, also announced

cutbacks of their chemical operations. _4

_l'he Wall 5'trectJournal. June 2, 1')92. p,A9.

'1 'hramar (,or[x)rati(>t,.Neu'vRelease. ()cloher 19. I()07Lp.l

*l.nergy Inh)rmatitm Adminislrati()n. F()rm I.1A.2X. IU91.

*Petrc,h.umMarket Intelh_cnr'c, variou.__ssue._.1992 1()0_,

_C'Energylnlorlnation Adnlinistralion, l¢.5". t:'twt,KxInti,._tt'_liruln, 1,_1l)cvchq,ncnts, I)I)t:/I!IA-(iS4_ (Washlngh_n l)('), various issues,

_Vlexac{_News Reh'_tse. ()ctober 20, 1993. p. 1.

12171eNew York l'tme.._.September 16. 1993. p. l)l

_*]'heWall Street Jourtu& NOVellll-ler1, 1_93, p. A 6. Nule: l)uPonl has twen rem,_,ed lr,,n_ lilt. _Gdi5'trcet .hmrnal's lally _1commtxtity
chemical company eau'nings,as l)uP, mt L,;als,_ a petroleum comlnm',.

_al'heNew York l'tme_. September 16, 1993. p. DI.
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Figure 3. Gross U.S. Refining Margin by Quarter, 1982-1993
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Source: Energy Information Adminustrat_on, Petroleum MarketJng Monthly, November 1993, DOE/EIA-0380(93/11)
(Washington, DC, November 1993), Tables 1, 4, and 5

Exploration and Development Activity

Despite Lhe_haq_drop in the u_ai_x.',"d_mc_ti_,"up_,lrcamc;u-nin_.,,,[heir [I.S. c_iland ,.za.',exploratory _md
development expenditure,', rose dtlrixl_ h_ti] Lh¢ _,c¢_lld _tt]d Ihc third qtlattcr,', of 199.1; (Table 3). ,.£pclldlng

increa.scd 24 percent between Q392 ;rod (,)3{,L_ l_)r lh(>sc II}ilji)i_, rcpt)rtin# [].S. tlp.";ll'C}lill _.';Ipilal expenditures

xep_u'ately. Part ()l the rise Ill ['.g. t]p._lxCilxil _'tlpilill spcxldill_ is Ix'ilcc;ll'_lc Io hi_hcr dolllCslic natural gas

wellhead price.,,, itlld is cvldclll ill rccClll IIIL'I'C;I.%C_ill the natural gax ri o c()Ull[ (Fi_lll-C 4). HowevcL ,_,;11 lhc

crude ()il rig C{)tilll lilt.', I'i_,¢I1 CVCl*y xn_mth slxlcc t-ct_nHr_ ¢_1l{193.
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Figure 4. U.S. Rotary Rigs in Operation by Month, 1992-1993
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Source: Baker Hughes, Inc., Rotary Rigs Running--by State.

Oil Field Companies

Net income for oil field companies was 62 percent higher during Q393 than during Q392 (Table 1). The
improved financial perlbmtance of oil field companies was largely due to the stepped-up pace of exploratory and
development activity in North America. As natural gas prices started to rebound during late 1992, U.S.
exploratory, activity for natural gas began its turnaround. In 1992, natural gas exploration activily was 'also
spurred on by the impending expiration of tax credits for certain types of natural gas exploratory activity.

Subsequently, natural gas rig activity fell sharply before trending upwards again in March of 1993. Between
March and September of 1993, the number of rotary rigs in operation m search of natural gas m the United
States increased 34 percent (Figure 4). In Canada, an increasingly important supplier of natural gas to the
United States, rig counts have doubled between Q392 and Q393, _swith most of the gmns coming from efforts

to develop Canadian natural gas reserves. Elsewhere, with the exception of the Mideast where recent
government actions have opened up new mvesUnent opportunities for foreign companies, drilling activity in most

regions outside of North America has declined from the year-ago period.

Coal Producers

U.S. coal production fell 5 percent between Q392 and Q393, largely due to the United Mine Workers of America
strike against the Bituminous Coal Operators Association (Table 2). Coal consumption was up a slight l-percent
between Q392 and (4393, while coal prices were unchanged. Thc current strike began on May 10, 1993, and

was .settled on November 23, 1993. The two independent coal producers included in this report, realized a 3-
percent decline in income (Table 1). For the three majors that relx,rted segmental income lor their coal

_50il and (;as Journal, August 16, 1993, p. 93; September 20, 199"_, p. 116; ()ctober 18, 1993, p. 10g.
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operation.',, during Q3_._)3,earnings fell 14 percent (Table 3), largely due to _._l_ratingproblems tit ARCO's
Australian coal _perati¢_ns, and low prices for ARCO's Australian coal. _'

AR .(), Ne_s. ()ct¢_l_,r25, 1993,p, 3.
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3. Rate-Regulated Energy Industries

Natural Gas

Highernaturedgasconsumptionand pricesledtoa 15-1x3rcenIincreasem rcvcm_el¢_rnaturalgastransmission

comp_mies and an X-percent incre_L,_ein revenue for natural gas thstribulion companies (Table I). However,
income for llalural gas transmission companies wits lower I]lall during Q3_t2, while dislribulion companies

experienced a slight reduction in losses. For the relatively mild climale of the nccond and Ihird-qua.rter peri_xls,
weak residential _md commercitfl demand frequently results m transmission and distribulion comp_mies rer_rting

low earnings or losses, as was the case during Q393.

Electric Utilities

Electric utilities reported _mg-percent increase in income between Q392 and Q393, _m a 9-percent increase m
revenue (Table 4). Electricity consumption rose 5 percent between Q392 and Q393, mostly due to higher
residential detoured. Although Q393 was slightly cooler them average, it was significantly warmer them 0392.

As a result, there were 24 percent more cooling degree days during Q393 than during Q393. Flat coal pnces,
also helped the fmmlcial performance of electric utilities during Q393, its coal is used in 54 percent of U.S.
electricity generation.
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Table 4. U.S. Electric Utility Revenue and Income by Region
(Million Dollars)

Percent Change From

Third Year-to- Third Year-to-

Region" Quarter Date Quarter Date
1993 1993 1992 1992

Revenue

New England (10) ..................... 2,668 7,799 10.4 8.8
Mid-Atlantic (10) ......................... 6,586 18,628 6.0 3.1

South Atlantic (9) ......................... 7,832 19,915 11.1 9.1

E. North Central (14) ....................... 6,799 19,095 10.8 6.1

E. South Central (3) ....................... 3,018 7,574 9.8 5.4

W. North Central (11) ..................... 2,511 7,151 11.2 11.7

W. South Central (7) ........................ 5,746 13,761 16.4 11,1

Mountain (5) ............................. 1,242 3,806 5.3 8.0

Pacific (7) ............................. 7,291 19,774 1,3 2.4

Total (76) ............................... 43,692 117,504 8.9 6.5
I nco me

New England ............................ 214 519 -3,6 -13,9
Mid-Atlantic ........................... 940 2,112 17.6 14.0
South Atlantic .............................. 1,264 2,525 16.8 20.7

E. North Central ......................... 791 1,965 8.6 8.3
E. South Central ............................. 502 1,010 10.0 7.9

W North Central ........................ 386 859 9.4 19.4

W. South Central ............................ 912 1,566 3.9 19.9

Mountatn ............................. 125 333 11.7 13.7

Pacific ............................... 763 2,044 -6.3 -5.1

Total ............................... 5,897 12,933 8,3 9.9

_The number of companies is reported in parenthesis. Percent change was calculated from unrounded data.
Notes: The _ncome data presented here have been adjusted to exclude the effects of unusual items. Totals may not

equal sum of components due to rndependent rounding.
Sources: Compiled from companies' quarterly reports to stockholders and "Earnings Digest," The Wall Street Journal,

various issues, October and November, 1993.
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Appendix A
Methodology

This report traces key financial trends in the U.S, energy industry for the third qua_lcr of 1993. Financial data
for companies arc mcludcd in two broad groups--fossil fuel produ¢lion aIld talc-regulated clcctri¢ utilities. All
Illlallt.'i'a] data arc taken from public sOl.llCCS _,tlch }is "//it _ _t/(l[[ ,_'[lee! ,]()lt!'tlll/. Corpol'tlIC rcporl,_, alld cIICl'gy trade

pubhcalions. Since several major pem)icum companies disclose their inc()mc by lines ()f business and
geographic area, the.,,e data arc also presented in this report. Although the disaggrcgatcd il_comc concept varies
by company and is not strictly comparable lo corlx>rate income, rclalive movemems in income by lines of
business and geographic _u'ea are summ;u'i/ed as useful indicator,', of shorl-tenn changes m the underlying

pro fitabi lily o f these f)peral it)ns. _7

Each company is assigned to a particular functional activity based (m segment revenue. Companies in each
industry grouping include only the publicly-traded companies whose financial data were available in lime ibr
publication. To demonstrate the degree to which these industry groupings represent shares of industry activity,
si,ares for the domestic industry segments were calculated for the companies included in this report againsl their

respective total induslry grouping. These shares were:

• for U.S. crude oil production (as a percent of 1992 total U.S. crude production), 9 majors atld (based
on 1991 data) 56 independents represented al'uml 42 percent and 2 percent, respectively, of indtlslry

activity;
• for U.S. natural gas production tlts a percent of 1992 total U.S. natured gas production), these same 9

,najors and (bltsed on 1991 data) 56 independents represented about 27 percent and 7 percent,
respectively, of industry activity;

• for domestic refining (as a percent of 1992 total U.S. refined product throughput), 13 majors and 9
independents represented ab,,mt 55 percent and 8 percent, respectively, of industry activily,

• for U.S. coal prexluction (as a percent of 1992 total U.S. coal production), 3 majors and
2 independents together represented about 12 percent of domestic induslry production;

• for U.S. oil field drilling (as a percen! of 1992 total U.S. oil field company revenue, 29 U.S. oil field
compmlies represented about 75 percent of industry aclivily;

• for U.S. chemical operations (as a percent _)I 1992 total U.S. chemical industry sales), 12 majors
represented about 19 percent of industry activity;

• for U.S. natural gas transmission and distribution (as a percent of 1992 !olal U.S. nalural gas
throughput), 42 U.S. companies represented about 71 percent of industry aclivity;

• for electricity (as a percent of 1992 total revenue for publicly-held U.S. electric companies), 76 U.S.
utilities represented about 76 percent of industry revenue.

An eflbrt is made to assure thai peritxl-to-penod comparisons reflect actual operating results ratl_er than unusual
items. Unusual items are composed of gains _md losses recognized in a comp_my's income statement which are
of a non-recurring nature mid generally unrelated lo cun'enl (_peralions. These items include litigation

settlements, gains and losses from large divestitures of assets, provisions lc)r the cost of reslructuring, aid

_TMajor petroleum companies are vertically integrated. The independent uil and gas producers mclud, e publicly-owned _il and ga.,; pt_luctum

companies not classified as majors. The primary SIC code lot the independent oil and gas producers is 1311. Similarly, the independent refiners

include thcxse publicly-owned downstream petroleum companies not classified as maiors. The primau-y SIt' code tot the independent refiners is

2911, Oil field companies include those petroleum companies inw_lved m drilling oil and gas wells, providing exploration and oil and gas field

services. Oil field companies arc generally classdied with the St(' codes 1381, 1384, and 1389. ('<_al corllpallit_s cc_rrespond m SIt' c_de 12,

natural gas transmission companies t_ c(,..le 4922. and natural gas distribution companies t_ the 4924. ('ompanies involved m both Ihe

transmission and distributitm of natural gas (SI(, code 4923) arc either classified as transmission companies or distribution companies, del×ulding

on which activity is the greater generator of re,,enuc. Electric utilities c_rrestxmd to tht_se publicly-held electric utility companies classified under
SIC code 4911.
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provisions ¢_freserves for future liabilitie._. Thus, the corporate income measure shown m this report is net
income from c_mtinuing operations, m!juslcd to eliminate the effects of unusual items.

The 18 ma.i¢_rpetroleum companies reported total unusual item,,+that, on balance, decreased net income by $1.0
billion m the third quarter of 1993 compared with unusual items that decrea,sed net income by $7() million in the
third quarter of 1092. Including the effect of unusual items, the major petroleum companies" net income wa,,,
$3.0 billion in thc third quarter of 1993 compared with $3.6 billion in the third quarter of 1992, a dccrcase of 16
percent. After adjusting for the effect.,+of unusual items, the major petroleum companies' net income registered

a 10-percent increase between the third quarter of 1992 and the third quarler of 1993. _" The reporting of
quarterly financial data is based on financial standards for interim reporting, as specified by the Financial
Accounting Standards Board: t'_

Each interim period shall be viewed primarily as an integral part of an annual period. The
results tor each interim period .shall be based on the accounting principles and practices used by
an enterprise m preparation of its latest mmual financial statements unless a change in an
accounting practice or lx_licy ha.s been adopted in the current year. Howe, er, ceruun
accounting principles and practices lk_llowed for annual reporting purposes may require
tmxlification at interim reporting dates so that the reported results for the interim period may
belier relate to the results Ik)r the annual period.

As an example of such mc_:lification, quarterly reports incorporate a company's estimate of its tax expense. In
addition, ira compaJ W expects to replace its inventory drawdowns by the end of its fiscal year, recognition of
inventory gains or losses can be deferred until the preparation of the annual financial statement. Also, unlike

annual financial statements, quarterly financial reports are not audited and certified by an ouLsiae public

accounting firm. However, quarterly financial reports must be prepared m accordance with generally accepted
accounting principles and are subject to review by the Securities and Exchange Commission.

ZSPercentchangeswerecalculatedlromunroundeddata.

t_FinancialAccountingStandardsBoard, AccountingStarulards,('urrentText (Stamford,('T, 1990).
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Appendix B
The 112 Petroleum Companies Included in Table 1

Major Petroleum Independent Oil and Gas Independent Refiners(9) Oil Field Companies(29)
Companies(18) Producers(56)

Amerada Hess Corp Alamco tnc Ashland Oil Amencan Oil & Gas Corp

Amoco Corp Alexander Energy Corp Crown Central Petroleum Baroid

Atlantic Richfield Co American Exploration Co Diamond Shamrock R&M Chiles Offshore Corp

Chevron Corp Anadarko Petroleum Co Horsham Corp Dawson Geophysical
Coastal Corp Apache Corp Quaker State Petroleum Dual Drilling Co

E.I du Pont Nemours Belden & Blake Energy Tesoro Petroleum Corp Energy Service

Exxon Corp Benton Oil & Gas Co Tosco Corp Enterra Corp

Kerr-McGee Berry Petrole_,mCo Calif Total Petroleum Galveston Houston

Mobil Corp Burlington Resources Ultramar Corp Global Manna

Murphy Corp Cabot O&G H&H Otl Tool

Occidental Petroleum Coda Energy Halliburton
Pennzoil Co Ct_hoEnergy Hombeck Offshore

Phillips Petroleum Co Columbus Energy Kaneb Services
Shell Oil Co Comstock Resources Newpark Resources

Sun Co Convest Energy Partners Noble Ddlling

Texaco Inc Crystal Oil Parker Drilling

Unocat Corp Dekalb Energy Pool Energy Resources

USX Corp Devon Energy Pride Petroleum Services
Enex Resources Production Operators

Equity Oil Reading & Bates

Exploration Co ol St Louis Red Eagle Resources
Forest Oil Rowan Cos

Fortune Petroleum Corp RPC
Global Natural Resources Schlumberger

Hadson Energy Resources Smith International

Harcor Energy Inc Sundowner Offshore
Harken O&G Tidewater

Howell Corp Varco Intemational
HS Resources Weatherford Intemational

Kirby Corp
Lomak Petroleum inc

Louisiana Land & Exploration

Maxus Energy
Mesa Inc

Noble Affiliates

Nuevo Energy Co

Oryx Energy

Parker & Parsley Petroleum
Partners Oil Co
Patnck Petroleum

Petroleum Development Corp
Plains Petroleum

Plains Resources

Pogo Producing
Presidio Oil

Prima Energy
Questa Oil & Gas

Santa Fe Energy Resources
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Snyder Oil Corp

Stone Energy Corp

Swift Energy
Tide West Oil Co

Union Texas Petroleum

Unit Corp
Wainoco Oil

Wiser Oil

J .........
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