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Exhibit A-1

AGGREGATE FEDERAL SUBSIDIES FOR OIL, BY TYPE
(Millions of 1995%, By Functional Category, Net of Offsetting Collections)

Type of Oil Subsid y Estimate
Program/Provision Intervention Low Hi gh
RESEARCH AND DEVELOPMENT/ PROVISION OF BASIC MARKET INFORMATION

Support for OIL R&D
Tax credits and expensing for research expenditures

- Expensing of research and TAX 15 25
experimentation expenditures
- Credit for increasing research activities TAX 18 28

R&D for oil exploration and production

- U.S. Department of Energy, Fossil Energy PROG 118 118
R&D
Research on oil contamination
- United States Geological Survey PROG 10 19
- U.S. Minerals Management Service* PROG 0 0

Provision of Basic Market Information
Research on oil production and markets

- U.S. Energy Information Administration PROG 54 54
SUBTOTAL 215 243
PERCENT OF TOTAL SUBSIDY, excl. Defense 4.1% 2.0%
PERCENT OF TOTAL SUBSIDY, incl. Defense 1.4% 0.7%

EXPLORATION AND PRODUCTION

Tax provisions for oil exploration and production activities
- Expensing of exploration and TAX (146) 243
development costs

- Excess of percentage over cost depletion TAX 335 746

- Alternative (non-conventional) fuel TAX 10 27
production credit

- Exception from passive loss limitation for TAX 31 31

working interests in oil properties
- Enhanced oil recovery credit TAX 25 25

- Expensing of tertiary injectants TAX 25 25

Credits and deferrals for foreign oil income

- Deferral of income from controlled foreign TAX 62 303
corporations
- Foreign Tax Credit TAX 486 1,057

Accelerated depreciation of oil-related capital

- Accelerated depreciation of buildings TAX 234 355
other than rental housing
- Accelerated depreciation of machinery TAX 720 976

and equipment
Provisions for Alaska Native Corporations
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Description

Allows multi-year R&D spending to be written off in a
single year rather than capitalized.

Provides additional tax credits for increasing spending on
R&D.

Direct government support for R&D related to oil
exploration, production, and downstream processing

Financed through Oil Spill Liability Trust Fund.

Provision of basic information on oil prices, markets, and
market structure.

Allows expenses related to multi-year oil well assets to be
deducted from taxes in the current year rather than
capitalized.

Allows firms to deduct more than their investment in oil
properties from their taxes.

Provides tax credits for oil extracted from more
complicated formations, such as oil shale.

Exempts certain oil properties from standard limitations on
offsetting losses from passive investments from other
income.

Provides tax credits for oil recovery using "enhanced"
techniques.

Allows the costs of tertiary recovery to be written off in the
year incurred rather than capitalized and depreciated over
the life of the oil property.

Allows oil companies to delay payment of U.S. taxes due
on earnings from certain foreign corporations.

Allows foreign tax payments to be credited against U.S.
taxes due, even though these tax payments are
sometimes more properly classified as royalties (which
can only be deducted from taxable income).

Allows buildings owned by the oil industry to be
depreciated more quickly than their actual service lives.
Allows machinery and equipment within the oil industry to
be depreciated more quickly than their actual service
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Exhibit A-1

AGGREGATE FEDERAL SUBSIDIES FOR OIL, BY TYPE
(Millions of 1995%, By Functional Category, Net of Offsetting Collections)

Type of Oil Subsid y Estimate
Program/Provision Intervention Low Hi gh
- Exemptions from net operating loss TAX 5 8
restrictions for Alaska Native
Corporations.
Geologic mapping, energy resource surveys,
and research helpful in locating oil
- U.S. Geological Suvey PROG 10 24
Lending program subsidies for foreign oil
- U.S. Export-Import Bank FIN 197 241
- U.S. Overseas Private Investment FIN 10 31
Corporation
SUBTOTAL 2,005 4,093
PERCENT OF TOTAL SUBSIDY, excl. Defense 38.6% 34.5%
PERCENT OF TOTAL SUBSIDY, incl. Defense 12.8% 11.6%
SUPPORT FOR OIL-RELATED TRANSPORTATION
Provision and maintenance of transportation
infrastructure and services
- Exclusion of interest on IDBs for seaports TAX 50 77
and marine terminals
- U.S. Army Corps of Engineers PROG 239 259
- U.S. Coast Guard PROG 308 308
- U.S. National Oceanic and Atmospheric PROG NQ NQ
Administration
Financial support for U.S. flag
ship operators
- Deferral of tax on shipping companies TAX 10 48
- U.S. Maritime Administration FIN 84 84
SUBTOTAL 690 776
PERCENT OF TOTAL SUBSIDY, excl. Defense 13.3% 6.5%
PERCENT OF TOTAL SUBSIDY, incl. Defense 4.4% 2.2%
SECURITY OF OIL SUPPLY
Defense of Oil Shipments and
Infrastructure
- Department of Defense
Domestic Supply PROG NQ NQ
Foreign Supply PROG 10,459 23,333

Security from Price Shocks
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Description

Exempts Alaskan Native Corporations (many of whom are
involved with oil production or field servicing) to sell their
losses to other firms to offset taxable income in those
firms. This practice is not generally allowed.

Development of baseline geologic data on energy
resources.

Subsidized loans and insurance to support the sale of oil-
related equipment and consulting services abroad by U.S.
corporations.
Subsidized loans and insurance to support the sale of oil-
related equipment and consulting services abroad by U.S.
corporations.

Allows certain marine assets, heavily used for oil
shipments, to be built with tax-exempt bond issues.
Maintenance of waterways heavily used by oil tankers and
barges.

Maintenance of coastal shipping; provision of navigational
support; ice clearing.

Develops and improves navigational aids and provides
marine predictions.

Allows payment of taxes to be deferred by certain
shipping companies, including some used to transport oil.
Provision of subsidies to U.S. built ships, including oil
tankers.

Defense operations to protect and secure domestic oil
supplies within Alaska.

Defense operations to protect and secure oil shipments
from the Persian Gulf.
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Exhibit A-1

AGGREGATE FEDERAL SUBSIDIES FOR OIL, BY TYPE
(Millions of 1995%, By Functional Category, Net of Offsetting Collections)

Type of Oil Subsid y Estimate
Program/Provision Intervention Low Hi gh
- Department of Energy
Strategic Petroleum PROG 1,560 5,427
Reserve
SUBTOTAL, excl. defense 1,560 5,427
SUBTOTAL, incl. defense 12,019 28,760
PERCENT OF TOTAL SUBSIDY, excl. Defense 30.0% 45.8%
PERCENT OF TOTAL SUBSIDY, incl. Defense 76.8% 81.7%
REGULATORY OVERSIGHT AND RESPONSE TO OIL CONTAMINATION
Market Regulation
- U.S. Federal Energy Regulatory REG 0) ©)
Commission*
Transportation Oversight
- U.S. Coast Guard REG 105 105
Environmental Oversight
Industry Regulation
- U.S. Environmental Protection Agency REG NQ NQ
- U.S. Coast Guard* REG 0 0
- U.S. Research and Special Programs REG 0 0
Administration, Office of Pipeline Safety*
Oil Spill Response
- U.S. Environmental Protection Agency* PROG 0 0
- U.S. Coast Guard* PROG 0 0
- U.S. Fish and Wildlife Service PROG NQ NQ
- U.S. National Oceanic and Atmospheric PROG NQ NQ
Administration
- U.S. Army Corps of Engineers* PROG 0 0
- U.S. Navy Supervisor of Salvage PROG 0 18
Other Environmental Programs
- U.S. Coast Guard REG 43 43
SUBTOTAL 147 166
PERCENT OF TOTAL SUBSIDY, excl. Defense 2.8% 1.4%
PERCENT OF TOTAL SUBSIDY, incl. Defense 0.9% 0.5%
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Description

Storage of crude oil to be sold during price shocks and
supply disruptions to stablize domestic supply.

Oversight of oil pipeline transport. Supported through
user fees.

Vessel licensing, inspections, plan reviews, and other
shipping oversight.

Regulates oil industry impacts on environmental quality.
Oil spill response functions supported through user fees;
other activities not quantified.

Certifies that vessels can meet their maximum financial
responsibility if there is an oil spill. Funded through user
fees.

Oversight of oil pipeline safety. Funded through user fees
and the Oil Spill Liability Trust Fund

Coordinates response activities for inland oil spills.
Funded through Oil Spill Liability Trust Fund.

Coordinates oil spill response for coastal oil spills and
administers Oil Spill Liability Trust Fund. Funded through
the trust fund.

Oil contamination prevention and response; restoration of
damaged resources.

Natural resource damage assessment and restoration.
Funded, at least in part, by Oil Spill Liability Trust Fund
and settlement money.

Development of advanced displays, maps, and data
management systems to provide rapid information for
responding to oil spills. Funded by the Oil Spill Liability
Trust Fund.

Maintains inventory of equipment for responding to oil
spills, including commercial spills. Low estimate assumes
funded through user fees.

Marine environmental protection.
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Exhibit A-1
AGGREGATE FEDERAL SUBSIDIES FOR OIL, BY TYPE
(Millions of 1995%, By Functional Category, Net of Offsetting Collections)

Type of Oil Subsid y Estimate
Program/Provision Intervention Low Hi gh Description

TRANSFER OF OIL-RELATED LIABILITY TO PUBLIC SECTOR
Bonding Shortfall for Existing Wells Annualized shortfall in bonding levels needed to cover

existing liabilities on on-going operations. The cost to
remediate past problems has not been included.

- On-shore wells RISK 119 451
- Off-shore wells and platforms RISK 53 106
Residual Liability on Orphaned Wellst RISK 44 111
Oil Spills
- Oil Pollution Act RISK ND ND Established vessel liability limits for damages from oil

spills. Oil Spill Liability Trust Fund absorbs unrecovered
federal costs for spill response, damage assessment,
restoration, and damage claims.

Decomissioning Pipelines RISK ND ND Cost to remediate, dismantle, and decommission
pipelines no longer in use for moving oil.

SUBTOTAL 171 557
PERCENT OF TOTAL SUBSIDY, excl. Defense 3.3% 4.7%
PERCENT OF TOTAL SUBSIDY, incl. Defense 1.1% 1.6%

COST OF ACCESS TO OIL RESOURCES

Provision of Property Rights
- Alaska Native Claims Settlement Act ACCESS ND ND Cash compensation for land claimed by Alaskan natives,
COST including important oil producing areas and transportation
corridors. Oil development was a central driver of the
timing and speed of the Act's passage.
Royalty Undercollection or Reductions

- Annualized Losses due to Artificially Low ACCESS 31 130 Under-collection due to use of below market prices in
Posted Prices COST computation of production value by integrated companies.

- Lapses in BLM Royalty Auditing ACCESS 50 75 Under-collection of royalties owed due to lapses in BLM
COST auditing practices.

- Royalty Relief for Deepwater Oilt ACCESS 12 12 Took effect in 1996; not included in totals because it was
COST not in effect in our base year, 1995.

Management of Leases
- Bureau of Land Managementt REG a7 a7 Management of onshore oil leases and rights-of-way on
public lands; resource management planning.
- Minerals Management Servicet REG 80 80 Manages leasing operations on Outer Continental Shelf

land and receipts from oil production on all public land.

SUBTOTAL 81 205
PERCENT OF TOTAL SUBSIDY, excl. Defense 1.6% 1.7%
PERCENT OF TOTAL SUBSIDY, incl. Defense 0.5% 0.6%

ASSISTANCE FOR ENERGY CONSUMERS

Department of Health and PROG 274 274 Subsidizes home energy costs for low income
Human Services households.
[SUBTOTAL 274 274 |
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Exhibit A-1

AGGREGATE FEDERAL SUBSIDIES FOR OIL, BY TYPE
(Millions of 1995%, By Functional Category, Net of Offsetting Collections)

Type of Oil Subsid y Estimate

Program/Provision Intervention Low Hi gh

PERCENT OF TOTAL SUBSIDY, excl. Defense 5.3% 2.3%

PERCENT OF TOTAL SUBSIDY, incl. Defense 1.8% 0.8%
CROSSCUTTING TAX PROVISIONS

Incremental reduction in state taxes TAX 56 119

taxes due to Federal tax

breaks benefiting oil

SUBTOTAL 56 119

PERCENT OF TOTAL SUBSIDY, excl. Defense 1.1% 1.0%

PERCENT OF TOTAL SUBSIDY, incl. Defense 0.4% 0.3%
SUBSIDY OFFSETS

Federal subsidy offsets from OFF 0 0

special taxes on oil

SUBTOTAL 0 0

PERCENT OF TOTAL SUBSIDY, excl. Defense 0.0% 0.0%

PERCENT OF TOTAL SUBSIDY, incl. Defense 0.0% 0.0%
TOTAL, excl. Defense of Oil Shipments 5,200 11,859
TOTAL, incl. Defense of Oil Shipments 15,660 35,192

Description

State taxes owed generally use the federal "adjusted
gross income" value as the basis for state taxes owed.
Thus, federal breaks also reduce state taxes.

Subsidies for federal programs reported above are net
of offsetting tax revenues used to fund those programs.

NQ Stands for "Not Quantified." Limited data were available, but were either insufficient to develop a reasonable estimate, or suggested the subsidy

was relatively minor.

ND Stands for "No Data." Data were not available that would permit a subsidy estimate.

*  This program is supported by user fees, not general taxes. This program's net subsidy to oil is zero.

T Not included in subsidy totals.
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Exhibit A-3a

FEDERAL PROGRAMS BENEFITING OIL IN FY1995, GROSS AND NET VALUES
(Millions of 1995 dollars)

Offsetting
Gross Collection Net Primary Oil-Related Activities
Department of Commerce
National Oceanic and Atmospheric NQ Oil spill response; natural resource damage assessment
Administration related to oil spills.
Department of Defense
Army Corps of Engineers Maintenance of waterways heavily used by oil tankers
Low Estimate 564 325 239 and barges.
High Estimate 584 325 259
Navy Supervisor of Salvage Maintainance of inventory of equipment for responding to
Low Estimate 16 16 0 oil spills, including commercial spills.
High Estimate 18 0 18
All Branches Defense of oil shipments and Infrastructure
Defense of Alaskan Oil Shipping NQ
Defense of Persian Gulf Oil Shipping
Low Estimate 10,459 0 10,459
High Estimate 23,333 0 23,333
Department of Energy

Energy Information Administration 54 0 54 Development and maintenance of basic information on
petroleum markets

Fossil Energy Related Programs 118 0 118 Research and development related to oil.

Federal Energy Regulatory Commission 25 25 0 Oversight of oil pipeline transport; supported through user fees.

Strategic Petroleum Reserve Storage of crude oil to be sold during price shocks and

Low Estimate 1,560 0 1,560 supply disruptions to stablize domestic supply.
High Estimate 5,427 0 5,427
Department of Health and Human Services
Low Income Home Energy Assistance 287 13 274 Block grants to assist low-income households in meeting their
Program home energy needs.
Department of the Interior

Bureau of Land Management 48 1 47 Management of onshore oil leases on public lands.

Fish and Wildlife Service NQ Environmental assessments of oil spill areas or areas under
consideration for oil leasing.

Mineral Management Service 91 11 80 Management of offshore oil leasing; management of all oil
royalties from oil extraction on public lands.

United States Geological Survey Development of basic geological and hydrogeological
information on oil reserves and other parameters of value for oil
extraction. Projects related to subsurface oil contamination.

Low Estimate 28 8 20
High Estimate 66 23 43
Department of Transportation

Coast Guard 527 72 455 Maintenance of coastal shipping; provision of navigational
support; ice clearing; oil spill response.

Maritime Administration 86 2 84 Provision of subsidies to U.S. built ships, including oil tankers.

Office of Pipeline Safety 6 6 0 Oversight of oil pipeline safety; supported through user fees.

Environmental Protection Agency NQ Oversight of oil industry; oil spill response.
Export-Import Bank Loans, guarantees, and insurance for U.S. exports.
Low Estimate NQ NQ 197
High Estimate NQ NQ 241
Overseas Private Investment Corporation Loans, guarantees, and insurance for U.S. business abroad.
Low Estimate NQ NQ 10
High Estimate NQ NQ 31
TOTAL, excluding Defense of Oil Shipping
Low Estimate 3,410 478 3,139
High Estimate 7,336 477 7,132
TOTAL, including Defense of Oil Shipping
Low Estimate 13,869 478 13,599
High Estimate 30,670 477 30,465

* Totals differ from Exhibit 3-1 because they include all federal programs, including defense and the Strategic Petroleum Reserve, discussed in Chapter 4, and the
Bureau of Land Management and Minerals Management Service, discussed in Chapter 6.

Fueling Global Warming: Federal Subsidies to Oil in the United States June 1998
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Exhibit A-3c

DEPARTMENT OF DEFENSE
Navy Supervisor of Salvage and Diving
(millions of dollars)

Source

GAO/RCED-91-68, pp. 19-20

GAO/RCED-91-68, pp. 19-20, scaled to 1995$ (Note 1)

U.S. Department of Commerce, Statistical Abstract of the
United States: 1996, Table 804.

Part 1: Oil Spill Cleanup Equipment Held by Navy But Available for Commercial Spills
24 Skimming systems
18 Storage bladders
21 Submersible pumping systems
Part 2: Estimate of Benefits Accruing to the Commercial Oil Sector
Low Est. High Est.
Estimated Value: 240.2 240.2
1995 Financing rate (Note 2) 6.6% 7.6%
Annual holding cost on equipment 15.8 18.2
Pct. of Capital Cost Assumed Recovered
Through Charges to Industry (Note 3) 100.0% 0.0%
Gross Estimated Subsidy 15.8 18.2
Estimated Collections from User Fees 15.8 0.0
Net Estimated Subsidy 0.0 18.2

Note

1) Low and high estimates are inflated to 1995 dollars using the GDP Implicit Price Deflator.

2) Long-term financing rates are used to reflect the long-term nature of these capital purchases. The low estimate uses a 10-year
Treasury bond rate, since oil spill equipment is unlikely to last the 30 years necessary to justify using a 30-year rate. The high
estimate uses a Corporate Aaa bond, assuming that the petroleum companies would fall into this highest category and that they would

have to purchase the equipment if the service were not provided by the government.

3) The low estimate assumes the private sector repays the Navy the full capital holding charges when relying on Navy stock during spills.
The high estimate assumes the private sector can avoid purchasing equipment by relying on Navy stock during spills.
The estimate should be scaled up to reflect avoided training and manpower costs as well, but data were not available.

Sources:

U.S. Department of Commerce, Bureau of the Census, Statistical Abstract of the United States: 1996, Table 804.
U.S. General Accounting Office, "Coast Guard: Coordinating and Planning for National Oil Spill Response," Sept. 1991. GAO/RCED-91-212.
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Exhibit A-3d

DEPARTMENT OF ENERGY
Energy Information Administration
(millions of dollars)

1995 Oil
Program Budget Authority Total Allocation
Oil and Gas 13.9
Petroleum Supply 5.3 5.3 All Oil
Petroleum Marketing 5.1 5.1 All Oil
Reserves and Natural Gas 3.5 1.7 1/2 oil; 1/2 gas
(arbitary)
Coal, Nuclear, Electric, and Alternate Fuels 4.9 0.0 No Oil
Energy Markets and End Use 5.8
Energy Markets and Contingency 1.2 0.8 Spending Mix
Information
Energy End Use and Integrated 4.6 3.0 Spending Mix
Statistics
Integrated Analysis and Forecasting 6.9
Investment/Global Climate Change 1.6
Energy Demand and Integration 2.6 1.7 Spending Mix
Energy Supply and Conversion 2.7 1.8 Spending Mix
ADP Services 8.2 5.3 Spending Mix
Information Services 0.7 0.4 Spending Mix
Statistical Standards 1.0 0.6 Spending Mix
Program Direction 43.4 28.1  Spending Mix
Gross 84.6 53.7
Offsetting Collections 0.0 0.0
Net Subsidy to Oil 53.7
Breakout by Type of Benefit to Oil Gross Offsetting Net
Subsidy  Collections  Subsidy
Subtotal, Provision of Basic Market 53.7 0.0 53.7

Information

NOTES

Description

Provide information on supply of crude oil
and refined petroleum products.

Provide information on crude oil and
petroleum product sales and prices.

Provide information on reserves and
production of crude oil and natural gas.

Provide statistical information on coal,
electric power, nuclear, and renewable
energy.

Provide information on international
energy markets.

Provide statistical information on energy
prices and end use consumption.

Greenhouse gas reductions program
Maintain macroeconomic, international,
demand, and integrating components of
National Energy Modeling System.
Maintain energy supply and conversion
model components of National Energy
Modeling System.

Operate EIA computer facility.

Operate National Energy Information
Center.

Develop and maintain stastical standards
and monitor EIA's conformance with
standards.

1) The figures above are for EIA's FY95 Net Budget Authority, which was $85 million. In FY95, EIA incurred new obligations
worth $82 million and had outlays worth $86 million.
2)  Page numbers or unique table identifiers are not provided in the source.

SOURCE

U.S. Department of Energy, Energy Information Administration, FY1997 Congressional Budget Request.
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Exhibit A-3f

DEPARTMENT OF ENERGY
Federal Energy Regulatory Commission (FERC)

(millions of dollars)

1995
Obligations Qil Allocation
PROGRAM SPENDING
Natural Gas and Oil Pipelines 69 25.0 Oil share of total
0&G filings
Hydropower Licensing and Regulation 57 0.0 No Oil
Electric Power Regulation 38 0.0 No Oil
Total Expenditures 164 25.0
OFFSETTING COLLECTIONS
Annual Charges and Fees
Natural Gas and Oil Pipelines 69.8 25.3 Oil share of total
0O&G filings
Hydropower Licensing and Regulation 57.7 0.0 No Oil
Electric Power Regulation 38.5 0.0 No Oll
| Total User Fees 166 253 |
Gross Subsidy to Oil 25.0
Offsetting Collections 25.3
Net Subsidy to Oil -0.3
Breakout by Type of Subsidy Gross Offsets Net
Regulatory Oversight 25.0 25.3 -0.3
NOTES

Notes Source

OMB, A-450
OMB, A-450
OMB, A-450

Note 1

Note 1

Note 1
OMB, A-450

1) The program's share of FERC's annual charges and fees is estimated based on the program's share of FERC's total 1995 obligations.

SOURCES

U.S. Department of Energy, Federal Energy Regulatory Commission, FY98 Congressional Budget Request, p. 10.
U.S. Executive Office of the President, Office of Management and Budget, Budget of the United States Government, FY 1997, A-450.
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Exhibit A-3g

DEPARTMENT OF HEALTH AND HUMAN SERVICES
Low Income Home Energy Assistance Program (LIHEAP)
(millions of dollars)

Part 1: 1995 Federal Program Support ($Millions)

1995
LIHEAP Funds Used for Energy Support

Heating benefits 880
Cooling benefits 44
Crisis benefits 213
Weatherization Benefits 159
Program Admin. 133
Total 1,429

LIHEAP Funds Not Used For Energy Purposes (not counted in totals)
HHS Block Grant Transfers NA

Notes:

(1) Grantees were previously allowed to transfer up to 10 percent of the LIHEAP funds payable to them to one or more of five other HHS
social and community service block grants. Starting in FY1994, such transfers were no longer permitted.

(2) Grantees have statutory authority to transfer up to 10 percent of their Social Services Block Grant funds and up to five percent of their
Community Services Block Grant funds into LIHEAP; none did so in FY95. (Report to Congress, p. i)

(3) Weatherization assistance is limited to a maximum of 15 percent of the LIHEAP funds available to a grantee, unless grantees request
and HHS approves a waiver to increase the maximum amount to 25 percent. (Report to Congress, p. iii)

Source:
U.S. Department of Health and Human Services, Administration for Children and Families, Low Income Home Energy Assistance
Program. Report to Congress for Fiscal Year 1995. Table 2: Annual Report Statistics on HHS Energy Assistance Programs, Fiscal
Years 1981-1995."

Part 2: 1993 Energy Mix of Particular Uses

1995 Heating  Cooling Weather-

Shares Benefits  Benefits ization
(Note 1) (Note2) (Note 2)
Natural Gas 45.6% 0.0%
Electricity 27.6% 97.8%
Coal 55.2% 15.2% 54.0%
Natural Gas 10.3% 2.8% 10.0%
[ Petroleum 2.0% 0.6% 2.0%
Hydroelectric 9.8% 2.7% 9.6%
Fission 22.5% 6.2% 22.0%
Renewable
Geothermal and Other 0.2% 0.1% 0.2%
(Note 4)
[oil 23.2% 0.0%
Fuel Oil 13.2%
Kerosene 2.7%
LPG 7.3%
Efficiency 0.0% 100.0%
Other (Note 5) 3.6% 0.0%
None (Note 6) 2.3%
[ Oil Share 23.8% 2.0% |
Total, All Energy Types 100.1%  100.1%  100.0%

(Note 7)

Notes:

Fueling Global Warming: Federal Subsidies to Oil in the United States
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Exhibit A-3g

DEPARTMENT OF HEALTH AND HUMAN SERVICES
Low Income Home Energy Assistance Program (LIHEAP)
(millions of dollars)

1) Electricity is allocated to base fuels using the national electricity mix in 1995 (Annual Energy Review, Table 8.3)

2) Energy mix data is based on LIHEAP recipient households only.

3)  Energy crisis intervention provides relief for household-level energy emergencies, and is allocated on the same basis as heating benefits.

4) Includes geothermal, wood, waste, wind, photovoltaic, and solar thermal energy. (Annual Energy Review, Table 8.3) Electricity from
renewables in 1989 was 9.0% biomass, 8.4% waste-to-energy, 82.6% geothermal; and 0.02% solar. (EIA, Powerplant).

5)  "Other" fuels refer to wood, coal, and other minor fuels.

6) Households do not use air conditioning, evaporative coolers, whole house cooling fans, or window or ceiling fans.

7)  Totals do not add due to rounding.

Sources:

U.S. Department of Health and Human Services, Administration for Children and Families, Low Income Home Energy Assistance Program.
Report to Congress for Fiscal Year 1995, pp. 22, 25.

U.S. Department of Energy, Energy Information Administration. Annual Energy Review: 1996, Table 8.3.

U.S. Department of Energy, Energy Information Administration. Monthly Powerplant Report. Data provided by Melvin Johnson, EIA, 6/91.

Part 3: Allocation to Oil, FY 1995

Heating  Cooling Weather- Direct  Percent Program  Gross Net
Benefits  Benefits ization Crisis Total Share Admin. Total Offset Total
(Note 1)
Total Funding 880 44 159 213 1,296 133 0
Electricity
Petroleum 5 1 0 1 7 0.54% 1 8
Oil 204 0 0 49 254 19.57% 26 280
Total Oil Spending 209 1 0 51 261 20.11% 27 287 13 274

Note:
1) DOE holds funds in escrow from settlements of oil price overcharge cases under the Emergency Petroleum Allocation Act of 1973. DOE
distributes part of these funds to states and other areas, which obligated $13 million of such funds for LIHEAP in 1995 (Report to Congress,

p. ii).

Fueling Global Warming: Federal Subsidies to Oil in the United States June 1998
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Exhibit A-3k

DEPARTMENT OF TRANSPORTATION
Research and Special Programs Administration
Office of Pipeline Safety
(millions of dollars)

The Office of Pipeline Safety oversees the transportation of natural gas, petroleum, and other hazardous liquids.
The office's activities involve data collection and analysis, risk assessment, regulation, enforcement, research

and development, and grants for state pipeline safety programs. Its programs are funded by two special funds,
the Pipeline Safety Fund and the Oil Spill Liability Trust Fund. Pipeline operators are charged a user fee based on
pipeline mileage and the amount of the office's annual appropriation.

EXPENDITURES

FY1995
Obligations Oil Share Allocation Base Source
Pipeline Safety
Operations 21.001 2.0 Oil Share of Pipeline!  RSPA, 115
Research and Development 2.157 0.2 Oil Share of Pipeline!  RSPA, 115
Grants 11.9 1.1 Oil Share of Pipeline  RSPA, 115
Oil Spill Liability Trust Fund 2.433 2.4 All Oil RSPA, 119
Total Spending 37.491 5.7
REVENUE
Collections from Pipeline User Fees 34.682 3.2 Oil Share of Pipeline!  RSPA, 114
and the Oil Spill Liability Trust Fund 2.433 24 All Oil RSPA, 119
Total Offsets 37.115 5.7
GROSS SUBSIDY 5.7
OFFSETTING COLLECTIONS 5.7
NET SUBSIDY 0.0
Breakout by Subsidy Category Gross Offset Net
Subtotal, Transportation 5.7 5.7 0.0
SOURCE

U.S. Department of Transportation, Research and Special Programs Administration, Budget Estimates: Fiscal Year 1997.
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Exhibit A-4a
BACKGROUND INFORMATION ON SOURCES OF DEFENSE ESTIMATES

Ravenal, 1991
(1992 Dollars)

Ravenal derived an estimate for defense spending in the Persian Gulf by allocating DoD's budget for general purpose

forces according to the geographic distrubution of the military's active force structure. He derived separate estimates

for the peacetime deployment in the region, and separate risk premiums for the expected costs (based on estimated costs
and probabilities) of both conventional war and a nuclear war. The risk premium for conventional war is based on the
estimated incremental defense cost, above peacetime spending, that would result. The risk premium for a nuclear war is
calculated based on the estimated impacts on the national economy. Exhibit 1 reports the peacetime estimate and the sum of
the peacetime and risk premium estimates. We do not include this portion of Ravenal's risk premium for nuclear war because
it does not represent DoD spending.

1992 Defense Budget

(Billions of Dollars) Share
Strategic Nuclear Forces 63 22.7%
General Purpose (Conventional 215 77.3%

and Tactical Nuclear) Forces

Peacetime Estimate

Peacetime Deployment

of Active Land Divisions Share of Divisions Notes
Europe 7.3 43.1%
East Asia 3 17.6%
Other Regions and Strategic 6.7 39.2% Includes the Persian Gulf
Reserve
Worldwide 17
Persian Gulf share of Other 60%

Regions and Strategic Reserve

Persian Gulf share of total 23.5% (=39.2%*60%)
General Purpose Budget

|Persian Gulf Defense $50 billion | The calculation actually yields a cost of $50.6 billion. Ravenal rounded
the percentage of divisions in Other Regions and Strategic Reserve to 39
percent from 39.2, which lowers the estimate to $50.3 billion. He then
rounded to the nearest billion.

Risk Premium for Conventional War

Ravenal calculates a risk premium to account for the incremental costs of a conflict in the region. His calculation is based on
assumptions about the cost and probability of a conventional war in the region.

Cost Assumption

Conflict would be half the size of the Vietham War. Size is based on the length and intensity of the conflict.
Cost ($Billions)

Nominal cost of the Vietham War 350

Estimate of the cost of the 1,050

Vietnam War if it occurred at the
current time

Fueling Global Warming: Federal Subsidies to Oil in the United States June 1998



Exhibit A-4a
BACKGROUND INFORMATION ON SOURCES OF DEFENSE ESTIMATES

|Cost of a 1/2 Vietnam-size war 525 |

Probability Assumption

Probability of a war over ten 10%
year period

Risk Premium

Cost 525
Probability 10%
Risk Premium over 10yr period 52.5
|Annualized Risk Premium 5.3 |

Source: Ravenal, Earl C. Designing Defense for a New World Order: The Military Budget in 1992 and Beyond. Washington, D.C.:
Cato Institute. 1991.

Ravenal, 1995
(1995 dollars)

Ravenal derived an estimate for defense spending in the Persian Gulf using the same methodology as he used for his 1991
analysis (see above). His updated numbers indicate that the military's strategic nuclear forces had declined since the 1992
budget. Whereas general purpose forces previously accounted for about 78 percent of DoD's budget, in 1995 they accounted
for 84 percent. The geographic distribution of combat units also shifted between the 1992 and 1995 budgets. The number

of land divisions in the Persian Gulf stayed increased from four to five, but the total number of active land divisions declined
from 17 to 15. Thus, the Persian Gulf's share of military resources increased from 24 percent to 33 percent.

1992 Defense Budget

(Billions of Dollars) Share
Strategic Nuclear Forces 40 16%
General Purpose (Conventional 212 84%
and Tactical Nuclear) Forces
Estimate
Deployment
of Active Land Divisions Share of Divisions
Europe 4 26.67%
Pacific 6 40.00%
Persian Gulf 5 33.33%
Worldwide 15
|Persian Gulf Defense $70 billion | The calculation actually yields a cost of $70.67 billion. Ravenal rounded

the Persian Gulf's share of land divisions to 33 percent, yielding a cost
estimate of $69.96 billion. He then rounded that figure to $70 billion.

Source: Ravenal, Earl C. Personal Communication. March 6, 1998.

Ravenal, 1997
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Exhibit A-4a
BACKGROUND INFORMATION ON SOURCES OF DEFENSE ESTIMATES

(1997 dollars)

Ravenal derived an estimate for defense spending in the Persian Gulf using the same methodology as he used for his 1991
analysis (see above). His updated numbers indicate that the military's strategic nuclear forces had declined since the 1992
budget. Whereas general purpose forces previously accounted for about 78 percent of DoD's budget, in 1997 they accounted
for 89 percent. The geographic distribution of combat units also shifted between the 1992 and 1997 budgets. The number

of land divisions in the Persian Gulf stayed increased from four to five, but the total number of active land divisions declined
from 17 to 13. Thus, the Persian Gulf's share of military resources increased from 24 percent to 39 percent.

1992 Defense Budget

(Billions of Dollars) Share
Strategic Nuclear Forces 26 10.7%
General Purpose (Conventional 217 89.3%
and Tactical Nuclear) Forces
Estimate
Deployment
of Active Land Divisions Share of Divisions
Europe 3 23.08%
Pacific 5 38.46%
Persian Gulf 5 38.46%
Worldwide 13
|Persian Gulf Defense $82 billion | The calculation actually yields a cost of $83.5 billion. Ravenal rounded

the Persian Gulf's share of land divisions to 38 percent, yielding a cost
estimate of $82.46 billion. He then rounded that figure to $82 billion.

Source: Ravenal, Earl C. The 1998 Defense Budget. Chapter 7 in The Cato Handbook for Congress. Washington, D.C.: The Cato
Institute. 1997. Obtained from http://www.cato.org/pubs/handbook/hb105-7.html, February 20, 1998.

Kaufmann and Steinbruner
(1992 Dollars)

Kaufmann and Steinbruner base their estimate on FY1990 defense budget authority and the geographic distribution

of the military's force structure. Like Ravenal, they do not include strategic nuclear forces in their estimate. However,
unlike Ravenal, they exclude tactical nuclear forces as well. Although they provide a qualitative analysis of the

military's major strategic considerations worldwide, they give little data on the distribution of U.S. forces or the steps

they took to arrive at their estimate of the Middle East's share of spending ($64.5 billion). In their report, they indicate that
the U.S. had deployed three carrier battle groups and one Marine amphibious force in the Persian Gulf. Ravenal also
reported a deployment of three carrier battle groups in his description of the FY1992 peacetime deployment, compared to
the six carrier groups in the area during the Persian Gulf war. Thus, Kaufmann and Steinbruner's estimate

may also be for routine peacetime spending.

Source: Kaufmann, William W. and John D. Steinbruner. Decisions for Defense: Prospects for a New World Order. \Washington,
D.C.: The Brookings Institution. 1991.

Copulus
(1988 Dollars)

In his analysis of oil-related military spending in the Persian Gulf, Copulus wrote, "According to the Pentagon, in 1988
some $40 billion was included under the category 'Gulf Contingencies' in the Defense Department's budget.” (p. 26)
He does not identify the source of his data.
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BACKGROUND INFORMATION ON SOURCES OF DEFENSE ESTIMATES

Source: Copulus, Milton R. Answering America's Energy and Environmental Dilemma. The National Defense Council Foundation. 199

GAO /CRS
(1990 Dollars)

The General Accounting Office reports DoD's estimates for defense spending related to Southwest Asia during the

period 1980 through 1990. The definition of Southwest Asia used in the report comprises the Middle East, Kenya, Somalia,
and Sudan. DoD classifies spending in three categories: dedicated, oriented, and contingency programs. Dedicated
programs were driven by objectives in Southwest Asia. Oriented programs were motivated by objectives in that region

as well as other regions. Contingency programs were motivated by interests outside of Southwest Asia, but are useful

for meeting objectives in that region.

In its report, CRS uses GAOQ's findings to develop a marginal cost estimate by summing only those costs that DoD said
would not occur in the absence of objectives in Southwest Asia. CRS also includes an estimate of incremental

costs for conflicts that occurred during the decade of analysis, but these costs are excluded from the figure we report
because they do not represent baseline. We then annualize the remaining costs.

The total cost estimate is the annualized sum of all dedicated, oriented, and contingency programs related to Southwest

Asia that are included in the GAO report. DoD acknowledges that all of these programs have been useful for fulfilling its
mission in Southwest Asia, although it claims many of the programs would still exist in the absence of that mission.

Marginal Costs for Meeting Southwest Asia Objectives

Cost ($Billions)

- Military construction in Bahrain, 0.4
Kenya, Oman, and Somalia
- Afloat prepositioned ships 1.6
- Air Force prepositioning and 1.0
bare-base support
- Central Command headquarters 0.6
- Training 0.6
- Joint combined exercises 0.3
11yr total 4.5
| Annualized marginal cost 0.4 |

Other Costs Related to Southwest Asia (DoD claims would occur even if no mission in Southwest Asia)

Cost ($Billions)
Dedicated Programs
- Maritime prepositioned squadron 0.8
at Diego Garcia
- Aircraft carrier battle group in
Indian Ocean 16.1
11yr Subtotal 16.9

Oriented Programs

- Military construction in Diego 0.7
Garcia, the Azores, and Morocco 1.2

- Fast sealift ships
- Ready Reserve Force 1.0
- Flat racks and sea sheds 0.4
- Logistics over shore 0.8
- Maritime prepositioned squadron 1.7
11yr Subtotal 5.8

Fueling Global Warming: Federal Subsidies to Oil in the United States June 1998



Exhibit A-4a
BACKGROUND INFORMATION ON SOURCES OF DEFENSE ESTIMATES

Contingency and Mobility Programs

- Marine Corps aviation support ship: 0.1
- Hospital Ships 0.7
- Strategic airlift 49.5
- Conventional B-52s 2
- Forces available to the Central 220.3
Command
11yr Subtotal 272.6
Total of all categories of programs, 299.8

including marginal costs

| Annualized total cost 27.3 |

Military and Economic Assistance Costs for Southwest Asia (not counted in our oil-defense estimate)

Cost ($Billions)

- Foreign military financing program 30.3 (grant funds and forgiven, canceled, and concessional loans)
expenditures
- Military assistance program 0.5
- International military and education 0.1
training program expenditures
- Bilateral economic assistance 28.3 (Economic Support Fund and Development Assistance
expenditures administered by the Agency for International Development and
food assistance)
- Multilateral assistance 6.6
11yr Subtotal 65.8
Annualized assistance cost 6.0

Sources: U.S. Congressional Research Service. The External Costs of Oil Used in Transportation. CRS Report for Congress.
92-574 ENR. June 17, 1992.
U.S. General Accounting Office. Southwest Asia: Costs of Protecting U.S. Interests. GAO/NSIAD-91-250. August 1991.
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Exhibit A-7a

OIL SUBSIDIES IN CONTEXT

Scenario 1 Scenario 2 Scenario 3
Domestic and Total U.S.
Domestic Pro-rated Share Subsidies for
Subsidies Onl y of Forei gn Subsidies Domestic and Forei gn Oil
(Note 1) (Note 2) (Note 3)
Domestic Subsidies $4,445 - $10,226 $4,445 - $10,226 $4,445 - $10,226
Pro-rated share of foreign tax deferral $0 - $0 $8 - $40 $62 - $303
Pro-rated share of foreign tax credit $0 - $0 $63 - $138 $486 - $1,057
Pro-rated share of Eximbank $0 - $0 $26 - $32 $197 - $241
Pro-rated share of OPIC $0 - $0 $1 - $4 $10 - $31
Pro-rated share of Persian Gulf defense $0 - $0 $887 - $1,978 $10,459 - $23,333
Adjusted Subsid y Value $4,445 - $10,226 $5,430 - $12,417 $15,660 - $35,192
Per Barrel of Consumption ($/bbl) 1.2 - 28 0.8 - 19 24 - 54
As % of U.S. consumer expenditures, 2.9% - 6.6% 2.7% - 6.1% 7.7% - 17.3%
net of user fees
Per Btu ($/mmBtu) 0.25 - 0.57 0.16 - 0.36 0.45 - 1.02
Per Metric Ton of Carbon 7.41 - 17.06 9.06 - 20.71 26.12 - 58.70

Notes:

1) Does not include subsidies for foreign oil (i.e., foreign lending, foreign tax breaks, and Persian Gulf defense). Consumption data
(both barrels and Btus) were adjusted to exclude net imports since they do not benefit from domestic subsidies. Consumer
expenditure data were adjusted to exclude the value of net imports upon arrival to U.S. refineries, again because that value is not
impacted by domestic subsidies.

2) Subsidy value includes the pro-rated share of foreign subsidies that benefit net imports. Foreign tax breaks and lending
subsidies are pro-rated by U.S. net imports' share of total foreign petroleum products supplied. Persian Gulf defense
spending is pro-rated by the percentage of total Persian Gulf production imported by the U.S.

Total U.S. consumption and expenditure figures are used.
3) Includes all subsidies for domestic and foreign oil. Total U.S. consumption and expenditure figures are used

1995 Petroleum Consumption (Note 1)

Carbon
Million Total Content
Barrels/ Barrels Btu (mill. metric
Day (mmbbl) (quadrillion) tons) Source
(Note 2)
U.S. Consumption 17.73 [ 6,470 34.66 600 |(1,2,4)
U.S. Net Imports (Note 3) 7.89 2,878 16.87 1,2)
World Consumption 70.19 25,620 141.15
U.S. Consumption, net of imports ~ 9.84 [ 3,591 17.79 600 |(3)
Foreign Petroleum Products Supplied  60.35 22,029 123.36
U.S. Net Import Share of
Foreign Consumption 13.1%
Persian Gulf Petroleum Supply (Note 4) 18.44 6,730 1)
U.S. Net Petroleum Imports from the Persian
Gulf (Note 3) 1.56 570 1)
U.S. Net Import Share of Persian Gulf
Production 8.5%

Fueling Global Warming: Federal Subsidies to Oil in the United States June 1998



Carbon Content

1995 Crude Oil Carbon Coefficient (Note 3) 20.23 million metric tons carbon / quadrillion Btu  (4)

Notes:

(1) Consumption is the same as total demand and as total petroleum products supplied. Btu consumption figures are for the heat
content of petroleum products supplied. They include Btu losses incurred in the generation, transmission, and distribution of
electricity, power plant electricity use, and other unaccounted losses that are not counted in end-use consumption figures.

(2) Total barrels is the product of barrels per day and 365 days per year.

(3) Total U.S. carbon emissions from petroleum consumption are reported in EIA, Emissions of Greenhouse Gases in the United
States: 1996. This statistic is based on the carbon content of crude oil entering U.S. refineries (tons carbon per Btu).

Because foreign oil only benefits from domestic subsidies for part of its fuel cycle (i.e., once it has arrived to the U.S.), the carbon
emissions are only partially subsidized. We have not adjusted for this factor in our domestic only scenario. Thus the subsidy per
ton of carbon is understated.

(4) Includes crude oil, natural gas liquids, and refined products. Persian Gulf countries are Bahrain, Iran, Iraq, Kuwait, Qatar, Saudi
Arabia, and the United Arab Emirates.

Sources:

(1) EIA, International Petroleum Statistics Report, 9/27, T. 4.4, 4.6, 4.7, 4.9

(2) EIA, Annual Energy Review: 1996, Table 1.3,1.4

(3) EIA, International Energy Annual: 1995, December 1996, Table E2.

(4) EIA, Emissions of Greenhouse Gases in the United States 1996, October 1997, Tables 5 and B1.

1994 Petroleum Ex penditures
A. Total Consumer Ex penditures

Expenditures (Millions )

Distillate Fuel 47,235
Jet Fuel 12,474
Liquid Petroleum Gas 15,286
Motor Gasoline 129,900
Residual Fuel 5,289

Other 18,856

Total Consumer Expenditure Estimates for 229,040 EIA, Annual Energy Review: 1996, Table 3.4
Petroleum
Adjusted to 1995 Dollars 234,859 Adjusted using GDP implicit deflator

Fueling Global Warming: Federal Subsidies to Oil in the United States June 1998



B. User Fees on Oil (Note 1)

User Fees Already Evaluated Fee
Motor Fuels Excise Tax
Leaking Underground Storage 165
Tank Trust Fund
Aquatic Resources Trust 334
Fund
Highway Trust Fund 23,528
Airport & Airway Trust Fund 5,571
Crude Oil Windfall Profits Tax 0
Superfund Feedstock Fee 1,479
Qil Spill Liability Trust Fund 113
Inland Waterway Fund 103
TAPS Liability Fund 119
Harbor Maintenance Trust Fund 671
Rivers and Harbors Contributed 103
Funds
Deep Water Port Liability Fund 0
Total User Fees on Oil 32,186
Total Consumer Expenditures for Petroleum
Products, net of user fees (Note 2)
C. Value of Net Im ports
U.S. Net Petroleum Imports (mmbbl) 2.88E+03

Refinery Acquisition Cost for Improrts ($/bbl) 17.14
Value of Net Imports ($million) 49,336

Total Consumer Expenditures for Petroleum
Products, net of user fees and imports

Notes:

Pro-rated to Oil

165

334

23,528
5,571
0
1,479
113
20 See Exhibit A-3b for allocation to oil.
119
228 See Exhibit A-3b for allocation to oil.
34 See Exhibit A-3b for allocation to oil.

0
31,591

203,268

EIA, Annual Energy Review: 1996, Table 5.19

153,932

(1) These fees on oil would be factored into the prices of petroleum products. We deduct them from total consumer
expenditures because our subsidy totals are net of user fees.
(2) Assumes 100 percent of user fees are passed on to consumers.
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