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TRANSCRIPT OF SENATE RESOURCES HEARING 

O c t o b e r  19, 1973

SPAHR: Fo r  t h e  r e c o r d  I s h o u l d  i d e n t i f y  m y s e l f .  As mo s t  o f

you  know,  I am t h e  Ch a i rma n  o f  t h e  S t a n d a r d  O i l  Company o f  

Oh i o .  I h a v e  b e e n  i n v o l v e d  i n  t h e  o i l  b u s i n e s s  a l l  o f  my 

w o r k i n g ,  e a r n i n g  l i f e  and am g e t t i n g  t o  t h e  p o i n t  wh e r e  my 

s e n i o r i t y  m i g h t  e n t i t l e  me t o  some r e s p e c t  i n  my a c t i o n s  and  

c o r r e s p o n d e n c e — i n  o t h e r  w o r d s , I am g e t t i n g  t o  f e e l  r a t h e r  

o l d  t h e s e  d a y s .  I f e e l  t h a t  i n  t h e  C o m m i t t e e ' s  b e s t  i n t e r e s t s ,  

i t  wou l d  b e h o o v e  me t o  p o s i t i o n  m y s e l f  i n  t h e  v e r y  b e g i n n i n g  

t o  a n s w e r  q u e s t i o n s ,  s i n c e  I d i d  make a s t a t e m e n t  t h i s  mo r n i n g  

o f  an a l l  e n c o m p a s s i n g  n a t u r e ,  wh i c h  I b e l i e v e  a l l  o f  you  h e a r d .

f. b e l i e v e  we c an  u s e  t h a t  a s  a r e f e r e n c e  and b e g i n  i n  w h a t e v e r

way you  g e n t l e m e n  wou l d  p r e f e r .

SACKETT: Ve r y  good .  Are t h e r e  any q u e s t i o n s  f r om Commi t t e e

member s? S e n a t o r  Thomas?

THOMAS: I w o n ' t  h e s i t a t e  t o  j ump i n  now, b e c a u s e  I know i f  I

d o n ' t  i t  w i l l  be  a b o u t  two h o u r s  b e f o r e  I q e t  a c h a n c e .  Mr.  

S p a h r ,  maybe  i f  I c o u l d  j u s t  p r e f a c e  i t  by s a y i n g  t h a t  I ,  a t  

l e a s t ,  a n d  1 know a few o t h e r s  a l s o ,  s e v e r a l  y e a r B  ago we r e  

much p e r s u a d e d  by t h e  a r g u m e n t s  a b o u t  t h e  ICC b e i n g  a p a p e r -  

t i g e r  r e a l l y  and  wou l d  n o t ,  b e c a u s e  o f  i t s  p a s t  p e r f o r m a n c e ,  

r e a l l y  p r o t e c t  o u r  b e a t  i n t e r e s t s  up h e r e .  And,  wh a t  we we r e  

f e a r f u l  o f  was t h a t  t h e  w e l l h e a d  v a l u e  wou l d  go down t o  a p o i n t
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t h a t  o u r  t a x e s  w o u l d  n o t  a m o u n t  t o  w h a t  t h e y  o t h e r w i s e  w o u l d  

a n d  t h a t  is o n e  r e a s o n ,  I a m  s u r e ,  t h a t  t h e  c e n t s - p e r - b a r r e l  

t a x  c a m e  t h r o u g h ;  b u t  p r i m a r i l y  t h a t  w a s  m y  r e a s o n ,  a t  l e a s t ,  

in v o t i n g  f o r  t h e  r i g h t - o f - w a y  l e a s i n g  a c t - - t o  g i v e  us s o m e  k i n d  

o f  h a n d l e  o n  t h i s  t h i n g  a n d  h o p e f u l l y  t o  p e r s u a d e  t h e  o w n e r  

c o m p a n i e s  o f  t h e  p i p e l i n e  t o  n o t  r e c o u p  t h e i r  i n v e s t m e n t  as 

q u i c k l y  as t h e y  c c u l d  l e g a l l y  u n d e r  t h e  I C C  r u l i n g s .  A n d ,  at 

t h e  s a m e  t i m e  w e  h a d  n o  a s s u r a n c e  t h a t  a m a x i m u m  t a k e  w o u l d  

n o t  b e  m a d e  b y  t h e  c o m p a n i e s  i n v o l v e d - - n o  a s s u r a n c e  t h a t  t h i s  

w o u l d  n o t  h a p p e n - - d r i v i n g  d o w n  t h e  v a l u e  o f  t h e  w e l l h e a d .  O u t  

o f  t h i s ,  I t h i n k  y o u  c a n  s e e  w h a t  m y  q u e s t i o n  i s - - h o w  a r e  w e  

g o i n g  to b e  p r o t e c t e d  a g a i n s t  t h i s  s o r t  o f  t h i n g ?

S P A H R :  S e n a t o r  T h o m a s ,  I w i l l  t r y  to b e  r e s p o n s i v e  t o  y o u r

c o n c e r n .  A t  t h e  t i m e  y o u  c o n s i d e r e d  t h e s e  q u e s t i o n s  a n d  e x p r e s s e d  

t h e s e  c o n c e r n s ,  a l l  o f  w h i c h  a r e  r e l a t e d ,  c i r c u m s t a n c e s  w e r e  

s o m e w h a t  d i f f e r e n t  t h a n  t h e y  a r e  t o d a y .  I r e a l l y  b e l i e v e  t h a t  

t h e  t h i n g s  t h a t  h a v e  h a p p e n e d  a r e  o n e  o f  t h e  b a s e s  f i r  y o u r  

c o n c e r n  o f  t h e s e  m a t t e r s  b e i n g  l i t i g a t e d  s o m e w h a t .  L e t  m e  

p r o c e e d  t o  e x p l a i n .  1 r e f e r  m a i n l y  to t h e  w a y  t h i n g s  a r e  g o i n q  

in t h e  w o r l d  o f  o i l  p r o d u c t i o n  a n d  p u r c h a s i n g  a n d  t h e  r e l a t i o n ­

s h i p  o f  s u p p l y  a n d  d e m a n d  a n d  t h e  e f f e c t s  o f  a l l  t h e s e  t h i n g s  

o n  t h e  v a l u e  o f  o i l .  A v e r y  d e c i d e d  u p w a r d  p r e s s u r e  o n  t h e  

p r i c e .  T h a t  p r o s p e c t  w a s  n o t  a p p a r e n t  s e v e r a l  y e a r s  a g o  w h e n  

f i r s t  c o n s i d e r i n j  t h e  m e a s u r e s  t h a t  a r e  n o w  l a w  a n d  y o u r  c a l c u l a ­

t i o n s  h a v e  i n d i c a t e d  t h a t  t h e n  c u r r e n t  p r i c e s ,  b a c k i n g  o f f  

t r a n s p o r t a t i o n  c h a r g e s ,  t e r m i n a l i n g  c h a r g e s  a n d  a l l  t h o s e  k i n d s
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o f  t h i n g s ,  a l l o w e d  f o r  7% r e t u r n  o n  t h e  I C C  e v a l u a t i o n  o n  t h e  

p i p e l i n e  o n  a l o w  v o l u m e ,  t h a t  t h e  v a l u e  w o u l d  be m i n i m a l ,  if 

e x i s t a n t  a t  a l l .  A t  t h a t  t i m e  w e  t r i e d  t o  p o i n t  o u t  t h a t  w e  

w e r e  n o t  i n t e r e s t e d  in p r o d u c i n g  o i l  f o r  n o  p r o f i t ,  j u s t  h a v i n g  

a l l  o u r  p r o f i t  g i v e n  to a p i p e l i n e  r e t u r n ,  b u t  I r e a l i z e  w e  

j u s t  w e r e n ' t  v e r y  c o n v i n c i n g .  L e t  m e  p r o c e e d  to t h e  I C C .  T h i s  

m o r n i n g  in t h e  H o u s e  R e s o u r c e s  M e e t i n g ,  t h e  q u e s t i o n  a b o u t  t h e  

I C C  a r o s e  a n d  I t h i n k  t h e  i m p l i c a t i o n  w a s  s t r o n g  t h a t  t h e r e  w a s  

s t i l l  c o n c e r n  t h a t  t h e r e  m i g h t  b e  a p a p e r - t i g e r .  T h e  q u e s t i o n  

p o s e d  t o  m e  w a s — w h a t  h a s  m y  c o m p a n y ' s  e x p e r i e n c e  b e e n  i n  w o r k i n g  

i n s o f a r  as i t s  t r a n s p o r t a t i o n  o p e r a t i o n s  w e r e  c o n c e r n e d  u n d e r  

I C C  j u r i s d i c t i o n .  A n d ,  I w i l l  g i v e  y o u  t h e  s a m e  k i n d  o f  a n s w e r  

as I g a v e  t h o s e  g e n t l e m e n .  M y  c o m p a n y ,  a s  f a r  as o p e r a t i n g  

p i p e l i n e s  in t h e  L o w e r  4 8 - - w e  h a v e  o n e  t h a t  w e  o w n  e n t i r e l y  

w h i c h  is r a t h e r  o l d  n o w ,  w h i c h  c o n n e c t s  t h e  t r i - s t a t e ,  t h a t  is, 

t h e  I l l i n o i s ,  I n d i a n a  a n d  K e n t u c k y  o i l f i e l d s ,  to o u r  O h i o  

r e f i n e r y - - w a s  b u i l t  in 1 9 3 9 .  It h a s  c o n n e c t i o n s  to o t h e r  c a r r i e r s  

t h a t  s e r v e  it f r o m  m o r e  d i s t a n t  f i e l d s  a n d  it, in t u r n ,  h a s  

c o n n e c t i o n s  at t h i s  t e r m i n u s  t h a t  a l l o w  o i l  to b e  m o v e d  o n  t o  

o t h e r  c a r r i e r s  to d e s t i n a t i o n .  S o ,  i t  is i n v o l v e d  in b o t h  

e s t a b 1 i s h i n g  r a t e s  a n d  w o r k i n g  o u t  d i v i s i o n s  o f  r a t e  w i t h  o t h e r  

c a r r i e r s ,  a l l  of w h i c h  h a v e  to b e  a p p r o v e d  b y  t h e  I C C .  It h a s  

t r a n s p o r t e d  o i l  f o r  o t h e r  s h i p p e r s  w h o  w e r e  t h e  s o l e  o w n e r .  A t  

t h e  s a m e  t i m e ,  w e  h a v e  u s e d  p i p e l i n e s  o p e r a t e d  b y  o t h e r s  t h a t  

p a r a l l e l  a n d  s e r v e  t h i s  l i n e  t h a t  I m e n t i o n e d - - M a r a t h o n 's p i p e ­

l i n e  b e i n g  o n e - - v a r i o u s  c a r r i e r s  w h o  d e l i v e r  i n t o  c e n t r a l
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I l l i n o i s  b e i n g  o t h e r s .  We a l s o  p a r t i c i p a t e  i n  t h e  C a p l i n e  

P r o j e c t  t h r o u g h  o u r  o w n e r s h i p  i n  t h e  M i d - V a l l e y  P i p e l i n e .  T h i s  

l a t t e r  c ompany ,  M i d -V a l l e y ,  b u i l t  a c o n s o r t i u m  i n  1950, c o n n e c t ­

i n g  t h e  E a s t  T e x a s  o i l  f i e l d s  t o  t h e  Oh i o  r e f i n e r i e s  and  p i p e ­

l i n e s  wh i c h  o r i g i n a t e  t h e r e .  T h i s  was owned by  t h e  Sun O i l  

Company a n d  my company i n  t h e  b e g i n n i n g - - w e  o r i g i n a t e d  t h e  l i n e  

a s  we a r e  a t t e m p t i n g  t o  s h a r e  i n  t h e  o r i g i n a t i o n  o f  t h i s  one  

b e c a u s e  we n e e d e d  t h e  new c a r r i e r  and a c a p a c i t y  t h a t  wo u l d  be 

s u f f i c i e n t ,  a nd  a t  t h e  r i g h t  p l a c e  t o  s a t i s f y  o u r  n e e d s .  L a t e r ,  

G u l f  b e c ame  a p a r t i a l  own e r .  T h a t  l i n e  o p e r a t e d  c o n t i n u o u s l y  

s i n c e  1950-- i t  h a s  s e r v e d  o t h e r  s h i p p e r s  s u c h  a s  A s h l a n d ,  o t h e r  

c o m p a n i e s  t h a t  I c o u l u  n ame-- i t  g o e s  t h r o u g h  t h e  same p r o c e e d ­

i n g s  i n  f i l i n g s  i t s  t a r i f f s  and g e t t i n g  a p p r o v a l  o f  t h e  ICC as  

SOHIO P i p e .  I c o u l d  name o t h e r s - - t h e  C o l o n i a l  P i p e l i n e ,  a 

p r o d u c t  c a r r i e r ,  i s  one  i n  wh i c h  we h a v e  an i n t e r e s t ,  a n d  t h e  

H a r b o r  P i p e l i n e  i s  a n o t h e r ,  on t h °  E a s t  C o a s t ,  i n  wh i ch  we h a v e  

a s m a l l  i n t e r e s t .  We h a v e  o t h e r  w h o l l y  owned i n t e r e s t s  and much 

mor e  r e s t r i c t c d - - r e s t r i c t e d  i n  t e r m s  o f  v o l ume--b u t  i n  a l l  

i n s t a n c e s  we h a v e  t o  f i l e  and g e t  a p p r o v a l  on o u r  t e r m s - - t e r m s  

o f  r e c e i p t ,  minimum v o l ume s ,  c o n d i t i o n s  u n d e r  wh i c h  we r e c e i v e ,  

we h a v e  t o  s p e c i f y  t h e  c a r r i e r ' s  r e s p o n s i b i l i t y ,  t h e  c u s t o d i a l  

l aw,  t h e  o b l i g a t i o n  t o  r e t u r n  i t  i n  k i n d ,  o r  s u b s t a n t i a l  k i nd--  

a nd  i n  a l l  t h e s e  o p e r a t i o n s ,  t o  my r e c o l l e c t i o n ,  w h i l e  we h a v e  

h a d  inr , r i e s  f o r  c l a r i f i c a t i o n  and  some s u g g e s t i o n s  on i m p r o v e ­

m e n t s  o f  o u r  t a r i f f s  f r om t h e  ICC, we h a v e  r e a l l y  q u i t e  a p p a r ­

e n t l y  d o n e  n o t h i n g  t o  t r i g g e r  t h e i r  c r i t i c i s m  i n  t e r m s  o f  
p e n a l i t i e s  t h a t  m i g h t  h a v e  b e e n  a p p l i e d - - i n  o t h e r  w o r d s ,  I t h i n k
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w e  h a v e  c o n d u c t e d  o u r  o p e r a t i o n s  w e l l .  N o w  I t h i n k  o u r  e x p e r ­

i e n c e  is t y p i c a l  o f  t h a t  in t h e  L o w e r  4 8 .  W e  h a v e  u s e d  o t h e r  

p e o p l e ' s  p i p e l i n e s  b e f o r e  a n d  t h e y  h a v e  u s e d  o u r s .  W e ,  o r  m o s t  

m a j o r  c o m p a n i e s  i n  t h e  L o w e r  4 8 ,  h a v e  o p e r a t e d  f o r  s o m e t i m e  a n d  

h a v e  b e e n  i n  t r a n s p o r t a t i o n  o p e r a t i o n s  f o r  s o m e t i m e  a n d  p a r t i e s  

t o  t h e  r a t h e r  w e l l  r e m e m b e r e d  M a d i s o n  C o n s e n t  D e c r e e ,  w h i c h  w a s  

t h e  b a s i s  o f  e s t a b l i s h i n g  t h e  l i m i t a t i o . .  o n  p i p e l i n e  e a r n i n g s  

a n d  r e l a t e d  e a r n i n g s  t o  a p e r c e n t a g e  o f  t h e  v a l u a t i o n .  S o  y o u  

h a v e  t h a t  r e s t r i c t i o n ,  a n d  an e f f e c t i v e  o n e ,  to b e  c o n c e r n e d  

a b o u t  in o u r  o p e r a t i o n ,  a n d ,  o f  c o u r s e ,  w e  a r e  s u b j e c t  t o  t h e  

I n t e r s t a t e  C o m m e r c e  A c t ,  w h i c h  A c t  c a r r i e s  s o m e  i n t e r e s t i n g  

p e n a l t i e s  a m o n g  o t h e r  t h i n g s ,  f a i l i n g  t o  o b s e r v e  t h e  l a w .  T h e  

p o t e n t i a l  d i f f i c u l t y  t h a t  a r i s e s  o u t  o f  m a l f e a s a n c e  o r  m i s f e a ­

s a n c e ,  o r  p l a i n  b a d  o p e r a t i o n ,  o r  i l l e g a l  o p e r a t i o n s ,  a r e  so 

p o t e n t i a l l y  s e v e r e  t h r t  t h e  I C C ,  in m y  v i e v - - a n  o p e r a t o r  t h a t  

h a s  h a d  t o  w o r k  u n d e r  t h e  j u r i s d i c t i o n - - i s  a v e r y  e f f e c t i v e  

r e g u l a t o r .  N o w ,  1 b e l i e v e  i t  is a v e r y  f a i r  t h i n g  f o r  m e  to 

a d d  t h a t  t h e i r  c o n c e r n  a b o u t  t h e i r  r e g u l a t i o n  v a r i e s  a l m o s t  d i r ­

e c t l y  in r e l a t i o n  t.o t h e  s i z e  o f  t h e  f a c i l i t i e s ,  c o m p l e x i t y  o f  

f a c i l i t i e s ,  t h e y  h a v e  to b e  c o n c e r n e d  a b o u t .  A s m a l l  l i n e  

o p e r a t i n g  f o r  a l o n g  t i m e  w i t h  a r e l i a b l e  r e c o r d  o f  p e r f o r m a n c e  

g e t s  t h e i r  a t t e n t i o n ,  b u t  v e r y  l i t t l e  c o n c e r n ,  l e t  us s a y .  T h e y  

c a n  e a s i l y  t e l l  if t h e  t a r i f f s  a r e  b e i n g  d e v e l o p e d  in a c c o r d a n c e  

w i t h  t h e i r  r e g u l a t i o n s  a n d  if t h e r e  a r e  d i f f e r e n c e s  o f  a n y  s u b ­

s t a n t i a l  n a t u r e  f r o m  w f u t  t h e y  e x p e c t .  L a r g e r  l i n e s ,  s u c h  as 

C a p l i n e ,  w h i c h  is a s t i l l  g r o w i n g  l i n e ,  h a v i n g  c a p a c i t y  a d d e d
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a l m o s t  e v e r y  y e a r ,  a n d  w h i c h  h a s  a n  u l t i m a t e  p o t e n t i a l  c a p a c i t y  

o f  a r o u n d  9 0 0 , 0 0 0  b a r r e l s  a d a y ,  b e i n g  i n  t h e  s t a t e  o f  d e v e l o p ­

m e n t  a n d  g r o w t h ,  g e t s  m o r e  o f  t h e i r  a t t e n t i o n  t h a n  d o  t h e  o l d e r ,  

s m a l l e r  l i n e s .  T h u s ,  t h e  o p e r a t o r s  g e t  m o r e  i n q u i r i e s ;  b u t  

a g a i n ,  t h e  p e r f o r m a n c e  r e q u i r e m e n t s  h a v e  b e e n  so w e l l  e s t a b l i s h e d  

a n d  t h e  a v a i l a b i l i t y  o f  t h e  s y s t e m s  h a v e  b e e n  s o  g e n e r a l  t h a t  

t h e  I C C ' s  r e q u i r e m e n t  t o  p o l i c e  a n d  p e n a l i z e  is n o t  g r e a t .  N o w  

I h a v e  t h e  f i r m  i m p r e s s i o n ,  h o w e v e r ,  t h a t  c o m m e n t s  a b o u t  I C C  

b e i n g  a p a p e r - t i g e r ,  c o n c e r n s  e x p r e s s e d  i n  t h i s  S t a t e ,  g e n e r a l  

c o n c e r n s  e x p r e s s e d  in W a s h i n g t o n  a n d  e l s e w h e r e  a b o u t  t h e  p o s s i b l e  

n e e d  o f  m a k i n g  s u r e  t h a t  r e g u l a t o r y  e f f o r t  is g o o d - - a l l  a r e  g o i n g  

to h a v e  t h e  r e s u l t  o f  m a k i n g  t h e  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  

v e r y ,  v e r y  a w a r e  o f  t h i s  p i p e l i n e  a n d  o f  t h e  n e e d  t o  i n s p e c t ,  

to s t u d y ,  t o  r e g u l a t e ,  a n d  to b e  s u r e  t h a t  w e  d o n ' t  d o  a n y t h i n g  

t h a t  w e  s h o u l d  n o t  do. T h a t ' s  a l l  a v e r y  l e n g t h y  w a y  o f  s a y i n g - -  

m y  o w n  e x p e r i e n c e  w i t h  t h e m  is t h a t  t h e y  w i l l  d o  a n  e f f e c t i v e  

jo b .  A n d ,  m y  b e l i e f  is t h a t  t h i s  l i k e l i h o o d ,  c o u p l e d  w i t h  t h e  

p r o v i s i o n  t h a t  w e  a r e  g o i n g  to k e e p  o u r  r e c o r d s  f o r  A l a s k a n  

o p e r a t i o n s  s e p a r a t e  f r o m  a l l  o f  o u r  o t h e r  r e c o r d s - - c o u p l e d  w i t h  

t h e  w i l l i n g n e s s  I e x p r e s s e d  t h i s  m o r n i n q  t o  h a v e  o u r  r e c o r d s - -  

m y  o w n  c o m p a n y ' s  r e c o r d s  w i t h  r e s p e c t  to A 1 a s k a - - i n d e p e n d e n t l y  

a u d i t e d ,  w i t h  t h e  a u d i t o r  o n e  that, w o u l d  b e  a c c e p t a b l e  to t h e  

S t a t e - - o u g h t  t o  g i v e  y o u  s o m e  s u b s t a n t i a l  a s s u r a n c e  t h a t  w e  a r e  

g o i n g  to o p e r a t e  w i t h i n  t h e  l a w  r a t h e r  t h a n  o u t s i d e  it. N o w ,  

w i t h  r o s p e c t  t o  c o s t s  a n d  t a r i f f s  a n d  t h e  v a l u e  o f  P r u d h o e  H a y  

o i l .  W e  n o w  e x p e c t  t o  s c h e d u l e  o u r  c o n s t r u c t i o n  in s u c h  a w a y  

t h a t  t h e  s e c o n d  i n c r e m e n t  o f  v o l u m e  c a p a c i t y  w i l l  b o  a v a i l a b l e
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as s o o n  as t h e  p i p e l i n e  is d o n e .  In o t h e r  w o r d s ,  w e  e x p e c t  to 

i n s t a l l  t h e  s t a t i o n s  n e e d e d  to o p e r a t e  a t  1 , 2 0 0 , 0 0 0  b a r r e l s  a 

d a y  a n d  h a v e  t h e m  r e a d y  as s o o n  as t h e  l i n e  is c o m m i s s i o n e d .  W e  

w i l l  h a v e  t o  u n d e r g o  a s h o r t  p e r i o d  o f  c o m m i s s i o n i n g  t i m e - - i t ' s  

v a r i o u s l y  e s t i m a t e d  at f o u r  t o  s i x  m o n t h s ,  d e p e n d i n g  u p o n  t h e  

w e a t h e r  p r e v a i l i n g  at t h e  t i m e  w e  a r e  d o i n g  t h i s - - w h e n  w e  h a v e  

t o  t e s t  e v e r y t h i n g ,  m a k e  s u r e  it w o r k s  r i g h t ,  f i l l  t h e  l i n e ,  

m a k e  s u r e  w e  h a v e  v e s s e l s  s c h e d u l e d  i n  V a l d  to t a k e  t h e  o i l  

a w a y ,  m a k e  s u r e  w e  d o n ' t  e n c o u n t e r  d i f f i c u l t y  t h a t  w o u l d  c a u s e  

t h e  p i p e l i n e  t o  s h u t  d o w n  a n d  a l l o w  t h e  j e l l i n g  o f  t h e  o i l  in 

s e v e r e  w i n t e r - - d u r i n g  w h i c h  t i m e  t h e - - a c c o r d i n g  t o  A l y e s k a ' s  

o p e r a t i n g  p e o p l e ,  w e ' l l  b e  o p e r a t i n g  a t  r a t e s  v a r y i n g  f r o m  

2 0 0 , 0 0 0  t o  1 , 2 0 0 , 0 0 0  b a r r e l s  p e r  d a y .  D u r i n g  t h a t  p e r i o d  o f  

c o m m i s s i o n i n g ,  t h e  a v e r a g e  r a t e ' s  g o i n g  t o  b e  l e s s  t h a n  1 , 2 0 0 , 0 0 0 ,  

b u t  as s o o n  as it is o v e r ,  t h e r e  is n o t h i n g  t h a t  w e  c a n  v i s u a l i z e  

t h a t  w o u l d  p r e v e n t  us f r o m  o p e r a t i n g  p r a c t i c a l l y  a t  t h e  1 , 2 0 0 , 0 0 0  

b a r r e l  p e r  d a y  r a t e .  S o ,  w e  n o  l o n g e r  v i s u a l i z e  t h e  p o s s i b i l i t y  

o f  an e x t e n d e d  p e r i o d  o f  t i m e  g o i n q  b y ,  l i k e  a y e a r ,  d u r i n g  

w h i c h  l o w  r a t e s  w h e r e ,  if t h e  c h o i c e  w e r e  c a l c u l a t e d  o n  t h e  b a s i s  

o f  a 7% r e t u r n  o f  l o w  r a t e ,  it w o u l d  g o  s k y - h i g h .  W e  d o  w a n t  t o  

h a v e  the p r i v i l e g e  a n d  w e  a r e  c o u n t i n g  o n  h a v i n g  t h e  p r i v i l e g e  

o f  e s t a b l i s h i n g  o u r  r a t e s  in a c c o r d a n c e  w i t h  t h e  I C C  l i m i t s ,  b u t  

w e  b e l i e v e  a n d  w e  t h i n k  it c a n  b e  d e m o n s t r a t e d  b y  o u r  p e o p l e ,  as 

w e l l  as b y  t h e  S t a t e  A d m i n i s t r a t i o n ,  t h a t  t h e  u s e  o f  t a r i f f s  t h a t  

w i l l  a l l o w  a r e t u r n  o n  i n v e s t m e n t  a p p r o x i m a t i n g  7% o f  v a l u a t i o n  

w i l l  n o t  r e s u l t  in a v a l u e d  o i l  a t  t h e  w e l l h e a d  t h a t  w o u l d  b o  

a n y w h e r e  c l o s e  to n o t h i n g  o r  n o m i n a l .  S o ,  t h e  c o m b i n a t i o n  o f
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e x p e c t e d  i n i t i a l  v o l u m e  at a h i g h  r a t e ,  w i t h  t h e  a d v a n c e s  a n d  

p r i c e s  o f  w o r l d  o i l  w h i c h  w i l l  e f f e c t  t h e  v a l u e  o f  A l a s k a n  o i l  

a r e  t h e  p r i n c i p a l  t h i n g s  t h a t  I s e e  t h a t  t e n d  t o  c o m p l e t e l y  

e l i m i n a t e  t h e  c o n c e r n  t h a t  y o u  h a v e .  I w i l l  t r y  to b e  m o r e  

b r i e f  o n  o t h e r  a n s w e r s .

S A C K E T T :  A r e  t h e r e  o t h e r  q u e s t i o n s ?  S e n a t o r  R a d e r .

R A D E R :  1 a m  i n t e r e s t e d  in t h e  n a t u r e  o f  t h e  u n d e r s t a n d i n g  t h a t

y o u  h a v e  w i t h  t h e  G o v e r n o r .  If w e  p a s s  a 20 m i l  t a x  t h i s  s e s s i o n -  

a d  v a l o r e m  t a x - - a n d  a n  a d d i t i o n a l  5 m i l s  n e x t  s e s s i o n ,  w o u l d  

t h a t  b e  a v i o l a t i o n  o f  y o u r  u n d e r s t a n d i n g  w i t h  t h e  G o v e r n o r ?

S P A H R :  W e  h a v e  a b s o l u t e l y  n o  u n d e r s t a n d i n g  w h a t  t h e  L e g i s l a t u r e

s h o u l d ,  c o u l d ,  o r  w o u l d  d o  in t h e  f u t u r e .  I d i d n ' t  p r e s u m e  to 

t r y  a n d  e s t a b l i s h  t h a t .  I f e e l  if I h a d ,  t h e  G o v e r n o r  w o u l d  

p r o b a b l y  h a v e  k i c k e d  m e  o u t  o f  h i s  o f f i c e .  W e  s i m p l y  t r i e d  t o  

d e v e l o p  t o g e t h e r - - a f t e r  l i s t e n i n g  to o n e  a n o t h e r ,  a s e t  o f  

r e v i s e d  l a w s  t h a t  w o u l d  e l i m i n a t e  o u r  c o n c e r n s  b y  b e i n g  a b l e  t o  

f i n a n c e  a n d  r e a l l y  o p e r a t e  w i t h o u t  u n d u e  r e s t r i c t i o n s  a n d  r e g u l a ­

t i o n .  N o w  w e  r e c o g n i z e  t h a t  t h e  S t a t e  m u s t  h a v e  r e v e n u e s  to m e e t  

i t s  b u d g e t a r y  r e q u i r e m e n t s  a n d  it h a s  t h a t  p o w e r  to d o  t h i s  a t  

a n y  t i m e  i t  w i s h e s  to, b u t  a s  I s a i d  t o  t h e  G o v e r n o r  in t h e  v e r y  

b e g i n n i n g - - I  b e l i e v e  t h a t  a p h i l o s o p h y  w e  c o u l d  u s e  as a f o u n d a ­

t i o n  f o r  o u r  d i s c u s s i o n  w h i c h  w o u l d  l e a d  t o  a n e g o t i a t i o n  w o u l d  

b e  t h i s - - w e  r e c o g n i z e  t h a t  w i t h  t h e  S t a t e  *3 p o w e r ,  a n d  t h e  

r e a l i s m  of its w o r k i n g  o u t  t a x  l a w s  t h a t  w o u l d  p r o v i d e  it. w i t h  

t h e  r e v e n u e  it n e e d s  to d o  t h e  j o b s  it w a n t s  to d o  f or t h e  S t a t e  

o f  A l a s k a .  O n  t h e  o t h e r  h a n d ,  w e  h o p e  t h a t  w o  c a n  c o n v i n c e  t h e
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S t a t e  as t o  t h e  n e e d s  w e  m u s t  h a v e  f o r  r e l i e f  i n  t h e  r e g u l a t o r y  

a n d  f i n a n c i n g  a r e a s  t h a t  w i l l  a l l o w  us to d o  t h i s  j o b  t h e  w a y  

t h e  S t a t e  r e a l l y  w a n t s  u s  to d o  i t  w i t h  m i n i m a l  c o s t  a n d ,  y o u  

m i g h t  s a y ,  w i t h  m a x i m u m  s p e e d .  A n d ,  i f  t h i s  c a n  b e  t h e  b a s i s  of 

e x a m i n a t i o n  f o r  c h a n g e s  t h a t  c o u l d  b e  m a d e  t o  t h e  l a w s  a b o u t  

w h i c h  w e  h a v e  b e e n  s o  c o n c e r n e d ,  i t  w o u l d  s e e m  t o  us t h a t  w e  

s h o u l d  f i n d  a w a y  f o r  us to s o l v e  o u r  p r o b l e m s ,  a c c o m p l i s h  o u r  

o b j e c t i v e s ,  a n d  e l i m i n a t e  t h e  w a s t e  o f  t i m e  t h a t  is b o u n d  to 

c o n t i n u e  t o  o c c u r  b y  p l e a d i n g  t h e  p r o c e s s  t h r o u g h  t h e  c o u r t s .

R A D E R :  N o w  if t h e  i m p o s i t i o n  o f  a 25 m i l  a d  v a l o r e m  t a x  in

Jar. j a r y  w o u l d  n o t  b e  a v i o l a t i o n  o f  y o u r  u n d e r s t a n d i n g ,  w o u l d  

t h e  i m p o s i t i o n  o f  t h a t  t a x  n o w  b e  a v i o l a t i o n  o f  y o u r  u n d e r s t a n d ­

i n g  w i t h  t h e  G o v e r n o r ?

f t S P A H R :  W e l l ,  s i r ,  I r e a l l y  t h i n k  t he i m p o s i t i o n  o f  s u c h  a t a x

b y  y o u  c o u l d n ' t  b e  c o n c e i v e d  t o  b e  a v i o l a t i o n  o f  t h e  u n d e r s t a n d ­

i n g  t h a t  I h a v e  ^ i t h  t h e  G o v e r n o r *  h o w e v e r ,  t h e  u n d e r s t a n d i n g  I 

b e l i e v e  1 h a v e  w i t h  t h e  G o v e r n o r  is t h a t  t h e  t o t a l  c o n t e n t ,  

i n c l u d i n g  t h e  t a x  a m o u n t s  o f  t h e s e  l e g i s l a t i v e  p r o p o s a l s  t h a t  a r e  

b e f o r e  y o u  n o w ,  r e p r e s e n t s  in c o m b i n e  a s o l u t i o n  to t h e  p r o b l e m s  

t h a t  w e  h a v e .  A n d ,  m y  u n d e r s t a n d i n g  is t h a t  it r e p r e s e n t s  a n  

a d e q u a t e  t a x a t i o n  b a s e  a n d  c o n t e m p l a t e d  t a k e  f o r  t h e  p a r t  o f  t h e  

S t a t e .  T h e  G o v e r n o r  u n d e r s t a n d s ,  a n d  I w a n t  to b e  s u r e  y o u  d o  

t o o ,  t h a t  i f  y o u  d e c i d e  t o  c h a n g e  t h i s  n o w ,  t h e n  I h a v e  t h e  p r o b ­

l e m  o f  g o i n g  b a c k  to a l l  o f  t h e  c o m p a n i e s  i n v o l v e d ,  w h o m  I h a v e  

r e p r e s e n t e d  h e r o  as a s p o k e s m a n ,  as w e l l  as t h e  o b l i g a t i o n  o f
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r e - e x a m i n i n g  f r o m  o u r  o w n  p o i n t  o f  v i e w ,  a n y  c h a n g e s  t h a t  y o u  

m a k e  i n  o r d e r  t o  d e t e r m i n e  w h e t h e r  w e  w a n t  t o  a c c e p t  t h e m ,  o r  

w h e t h e r  w e  f e e l  i t  w o u l d  b e  b e s t  t o  g o  a h e a d  a n d  u s e  t h e  

f a c i l i t i e s  o f  t h e  c o u r t .  M y  p o i n t  is t h a t  i f  y o u  d o  n o t  c h o o s e  

n o w  t o  a p p r o v e  w h a t  h a s  b e e n  p u t  b e f o r e  y o u ,  s u b s t a n t i a l l y  i n  

t h e  w a y  it h a s  b e e n  p u t  to y o u ,  t h e n  w e  j u s t  s i m p l y  h a v e  to t a k e  

t h e  r i s k  o f  u s e  o f  t i m e  t o  f i n d  o u t  w h o  w a n t s  t o  d o  w h a t —  

w h e t h e r  t h e  l a w s u i t  s t a y s  i n  e f f e c t ,  o r  w h e t h e r  w e  c a n  a c c e p t  

w h a t  y o u  d o. N o w ,  i n s o f a r  as J a n u a r y  i s  c o n c e r n e d ,  w h i l e  i t  is 

o n l y  a f e w  m o n t h s  a w a y ,  I t h i n k  y o u  a r e  n o  m o r e  r e s t r i c t e d  t h e r e  

t h a n  y o u  w o u l d  b e  at a n y  o t h e r  l e g i s l a t i v e  s e s s i o n ,  w h i c h  is to 

s a y  y o u  a r e  n o t  r e s t r i c t e d  at a l l ;  h o w e v e r ,  I w o u l d  f e e l  t h a t ,  

f r a n k l y ,  y o u  w o u l d  b e  t a k i n g  a d v a n t a g e  o f  a t e c h n i c a l i t y  t o  m o v e  

t h a t  f a s t  o n  a c h a n g e  in t h e  t a x  b a s e - - I  w o u l d n ' t  r e a l l y  u n d e r ­

s t a n d  it.

R A D E R :  O u r  s t a n d a r d  m a x i m u m  in t h e  S t a t e  is 3 0 %  o n  a d  v a l o r e m

f o r  o u r  s u b d i v i s i o n s  at t h i s  t i m e .  If w e  w e n t  to 30 m i l s  r i g h t  

n o w ,  y o u  s t a t e  t h e  r e a s o n  f o r  t h e  n e g o t i a t i o n s  is so y o u  w o u l d  

n o t  h a v e  to g o  t o  c o u r t  a n d  h a v e  p r o t r a c t e d  h e a r i n g s  o r  f o r  

f i n a n c i n g .  o f  c o u r s e ,  t h e r e  w o u l d  b e  n o  c o u r t  h e a r i n g  i n v o l v e d  

in t h a t - - n o r  w o u l d  t h a t  a f f e c t  y o u r  f i n a n c i n g ,  w o u l d  i t ?  If i t  

w a s  j u s t  a m a t t e r  o f  our j u d g m e n t  w h a t  thr f a i r  t a x  w o u l d  b e ?

S P A H R :  I t ' s  a m a t t e r  of y o u r  j u d g m e n t ,  b u t  h e r e  y o u  b e g i n  to

a f f e c t  t he e c o n o m i c  c o n s i d e r a t i o n s  o f  t h e  p e o p l e  i n v o l v e d  in 

t h i s  p i p e l i n e  p r o j e c t ,  a n d  y o u  b r i n g  m e  to t h e  p o i n t  w h e r e  I 

w o u l d  l i k e  t o  e x p a n d  a l i t t l e  b i t  o n  w h a t  I s a i d  in t h e  g e n e r a l
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s e s s i o n  t h i s  m o r n i n g .  W h i l e  y o u  h a v e  a r i g h t  to d o  t h i s ,  i t  

c h a n g e s  o u r  e c o n o m i c s .  E v e r y  p a r t i c i p a n t  in T A P S  c o u l d  e v a l u a t e  

i t  a g a i n .  S o m e  m i g h t  c o n c l u d e  t h a t ,  w e l l - - i f  t h e  t a x  b u r d e n s  

a r e  g o i n g  to b e  t h i s  w a y - - t h e y  a r e  g o i n g  to a p p l y  to t h e  p i p e ­

l i n e  t h i s  h e a v i l y - m a y b e  t h e r e  is n o  r e a l  i n c e n t i v e  t o  us a n y m o r e  

- - t h e y  m i g h t  r e a s o n - -  t o  p a r t i c i p a t e  in t h e  l i n e  s o  w e  w o u l d  

l i k e  to g e t  o u t .  M y  c o n j e c t u r e  is t h a t  t h i s  k i n d  of r e a s o n i n g  

is v e r y  l i k e l y  t o  a r i s e  a m o n g  t h e  s m a l l  o w n e r s .  T h u s ,  w e  w o u l d  

b e  i n v o l v e d  i n  T A P S  i n  a r e o r g a n i z a t i o n - - a  r e a r r a n g e m e n t  o f  

o w n e r s h i p .  I t h i n k  i t  is f a i r  t o  s a y  t h a t  n o b o d y  w a n t s  t o  t a k e  

a n y  m o r e  o f  t h i s  o w n e r s h i p  b u r d e n ,  i n  s p i t e  o f  y o u r  t h o u g h t s ,  

t h a t  y o u  m a y  h a v e  h a d  in t h e  p a s t ,  a b o u t  the l u c r a t i v e  o w n e r s h i p  

o f  t h e  p i p e  l i n e - - n o b o d y  w a n t s  a n y  m o r e  o f  t h e  b u r d e n  t h a n  t h e y  

h a v e  to t a k e  p r o p o r t i o n a t e l y  t o  t h e  u t i l i z a t i o n  m a d e  a n d  s o  t h e r e  

w i l l  h a v e  to b e  s o m e  t i m e  s p e n t  in w o r k i n g  o u t  t h e  r e a r r a n g e m e n t  

o f  o w n e r s h i p  a n d  i n v e s t m e n t  r e s p o n s i b i l i t y  a n d  t h e n  t h e r e  w o u l d  

b e ,  as a c o n s e q u e n c e  o f  t h a t ,  t h e  d i s a p p e a r a n c e  o f  s o m e  i f  it 

s h o u l d  t a k e  p l a c e ,  a g o i n g  c o n c e r n  t h a t  I w o u l d  h a v e ,  a n d  I 

t h i n k  w o u l d  b e  s h a r e d  b y  o t h e r s ,  t h a t  t h e  e l i m i n a t i o n  o f  s m a l l  

o w n e r s  w o u l d  s e r v e  to e n h a n c e  t h e  c u r i o s i t y  o f  t h e  D e p a r t m e n t  

o f  J u s t i c e  a b o u t  w h e t h e r  o r  n o t  w e  a r e  g e t t i n g  i n v o l v e d  in s o m e ­

t h i n g  t h a t  is a v i o l a t i o n  o f  a n t i - t r u s t  l a w s .  W e  w o u l d n ' t  b e ,  

b u t  it is o n e  t h i n g  to f e e l ,  y o u  m i g h t  s a y  h o n e s t  a n d  p u r e ,  a n d  

a n o t h e r  t h i n g  to c o n v i n c e  t h o s e  w h o  m i g h t  b e  i n c l i n e d  t o  t h i n k  

j u s t  t h e  o p p o s i t e  o f  y o u .  S o  t h e s e  a r e  t h e  k i n d s  o f  t h i n g s  t h a t  

I t h i n k  w o u l d  a r i s e  o u t  o f  s u c h  an a c t i o n .
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R A D E R :  A s  I u n d e r s t a n d  i t, y o u  a r e  s a y i n g  t h a t  s e m e  o f  t h e

o w n e r s ,  i f  y o u  r a i s e  t h e  t a x ,  m i g h t  c o n s i d e r  i t  s o  u n p r o f i t a b l e  

t h a t  t h e y  w o u l d  n o t  a n y  l o n g e r  b e  i n t e r e s t e d  i n  p a r t i c i p a t i n g ?

S P A H R :  U n d e s i r a b l e - - I  d o n ' t  t h i n k  I s a i d  u n p r o f i t a b l e .  M a y b e

I d i d ,  a n d  i f  I d i d  I w a n t  t o  c o r r e c t  t h a t .

R A D E R :  U n d e s i r a b l e - - u n p r o f i t a b 1 e - - a r e n 't y o u  t a l k i n g  a b o u t

p r o f i t a b i l i t y ?

S P A H R :  P r o f i t a b i l i t y  is a l w a y s  r e l a t e d ,  b u t  y o u  s e e ,  e v e r y

c o m p a n y  i n v o l v e d ,  I t h i n k ,  h a s  t h e  t h e o r e t i c a l  c h o i c e  a t  l e a s t ,  

a n d  I t h i n k  i t ' s  a p r a c t i c a l  c h o i c e ,  o f  d e c i d i n g  w h e r e  he is 

g o i n g  to p u t  h i s  m o n e y  f o r  i n v e s t m e n t .  H e  d o e s n ' t  h a v e  t o  p u t  

i t  i n  A l a s k a  i n  a p i p e l i n e  w h e n  h e  c o u l d  p u t  i t  i n  a c h e m i c a l  

p l a n t ,  o r  m o t e l ,  o r  i n v e s t  i t  a t  1 0 %  in s h o r t - t e r m  g o v e r n m e n t s ,  

o r  t h e r e  a r e  a l o t  o f  t h i n g s  t h a t  w o u l d  p e r h a p s  b e  a t t r a c t i v e  b y  

c o m p a r i s o n ,  s o  h e  m i g h t  d e c i d e  t h a t  h e  c a n  r e l y  u p o n  s o m e b o d y  

e l s e  t a k i n g  c a r e  o f  h i s  o b l i g a t i o n  in t h e  p i p e l i n e ,  i n c l u d i n g  

p e r h a p s  t h e  F e d e r a l  G o v e r n m e n t ,  f i n a l l y ,  a s  1 m e n t i o n e d  t h i s  

m o r n i n g — l e t  t h e m  d o  it, p r o d u c e  h i s  o i l ,  h e  w o n ' t  h a v e  to 

w o r r y  a b o u t  t h e  r i s k  o f  t h e  p i p e l i n e ,  h e  w o n ' t  h a v e  to h i r e  

l a w y e r s  t o  t a k e  c a r e  o f  h i s  o b l i g a t i o n s ,  h e  w o n ' t  h a v e  to d o  a 

l o t  o f  t h i n g s  t h a t  a r e  i n v o l v e d  h e r e - - h e  c a n  d o  t h e  s i m p l e r  

j o b  o f  m a k i n g  m o n e y  e l s e w h e r e ,  a n d  r e l y  u p o n  a s e r v i c e  p r o v i d e d  

b y  s o m e b o d y  e l s e .

R A D E R :  L e t  m e  p r e f a c e  m y  n e x t  q u e s t i o n  w i t h  a s t a t e m e n t .  A

l o t  o f  us a r e  c o n c e r n e d  a b o u t  t h e  I C C  m a t t e r ,  b e c a u s e  w e  v i e w  

t h e  p i p e l i n e  as b e i n g  i n  t h e  n a t u r e  o f  a p u b l i c  u t i l i t y - - a
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m o n o p o l y ,  w h i c h  is d i f f e r e n t  t h a n  in t h e  L o w e r  48. P i p e l i n e s  

h a v e  o t h e r  c o m p e t i v e  m e t h o d s  , b u t  w e  h a v e  o n l y  o n e  e x i t  f r o m  

t h e  N o r t h  S l o p e .  It h a s  t o  g o  t h r o u g h  t h i s  p i p e l i n e ,  a n d  if 

w e  d i d  c o n s i d e r  i t  i n  t h e  n a t u r e  o f  a p u b l i c  u t i l i t y ,  t h e n  y o u  

w o u l d  b e  a s s u r e d  a s  a p u b l i c  u t i l i t y  is, w i t h  a c e r t i f i c a t e  o f  

c o n v e n i e n c e  a n d  n e c e s s i t y ,  a n d  t h e  r e s t  o f  i t ,  a n d  u n d e r  o r d i n ­

a r y  a n d  s t a n d a r d  p u b l i c  u t i l i t y  l a w ,  a r e a s o n a b l e  r e t u r n  o n  y o u r  

i n v e s t m e n t ,  a n d  b a n k e r s  a r e  a c c u s t o m e d  to l e n d i n g  m o n e y  u n d e r  

t h o s e  c i r c u m s t a n c e s .  D o n ' t  y o u  t h i n k  t h e y  w o u l d  f i n a n c e  y o u  if 

y o u  w e r e  u n d e r  t h e  s a m e  c o n s t r a i n t s ?

S P A H R :  I d o u b t  i t ,  b u t  l e t  m e  a n s w e r  y o u  in a b r o a d e r  c o n t e x t

t h a n  y o u  p o s e d  t h e  q u e s t i o n  to m e - - I  w a n t  t o  r e f e r  t o  s o m e  o f  

y o u r  o b s e r v a t i o n s .  Y o u  a p p a r e n t l y  t h i n k  t h e r e  is a d i f f e r e n c e  

in t h e  s i t u a t i o n  y o u  a r e  i n v o l v e d  in b e c a u s e  t h e r e  a r e n ' t  o t h e r  

t r a n s p o r t a t i o n  f a c i l i t i e s  a v a i l a b l e  to c o m p e t e  w i t h  t h e  p i p e ­

l i n e .  A s  a p r a c t i c a l  m a t t e r ,  in the L o w e r  4 8  s t a t e s  t h e r e  a r e  

n o  o t h e r  t r a n s p o r t a t i o n  f a c i l i t i e s  t h a t  a r e  a v a i l a b l e  t o  c o m p e t e  

e i t h e r .  It is n o t  p h y s i c a l l y  a t t r a c t i v e ,  d e s i r a b l e ,  o r  e c o n o m ­

i c a l l y  f e a s i b l e  t o  t r a n s p o r t  o i l  b y  t r u c k  o r  b y  r a i l r o a d ,  o r  by 

a n y t h i n g  o t h e r  t h a n  b y  p i p e l i n e s  d o w n  t h e r e .  In t h e  n o r m a l  

c o u r s e  o f  d e v e l o p m e n t  o f  p i p e l i n e s ,  t h e r e  a r e n ' t  d u p l i c a t e  

f a c i l i t i e s  t h a t  s e r v e  t h e  s a m e  s o u r c e ,  t h e  s a m e  d e s t i n a t i o n ,  s o  

w h i l e  t h i s  is t h e  f i r s t  d e v e l o p m e n t  u p  h e r e - - a n d  it is t h e  b i g g e s t  

o n e  e v e r - - i t  s e e m s  t.o m e  t h a t  t h e  s i t u a t i o n  i3 r e l a t i v e l y  t h e  s a m e  

as t h o s e  o p e r a t i n g  i n  t h e  L o w e r  4 8 - ~ y o u r  S t a t e  s i t u a t i o n  as w e l l  

as T e x a s  or a n y w h e r e  e l s e ,  s o  7 r e a l l y  d o n ' t  u n d e r s t a n d  the 

c o n c e r n .  N o w  i t  r e a l l y  i s n ' t  a p u b l i c  u t i l i t y - - a s  p u b l i c
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u t i l i t i e s  a r e  d e f i n e d  as I u n d e r s t a n d  t h e m - - i t ' s  a p r i v a t e  

b u s i n e s s ,  r e g u l a t e d ,  s e r v i n g  a l i m i t e d  a m o u n t  o f  i n t e r e s t e d  

s h i p p e r s  a n d  t h o s e  w h o  a t  d e s t i n a t i o n  w o u l d  l i k e  to h a v e  t h e  

o i l .  A n d  t h e  p u b l i c  as s u c h  i s n ' t  i n v o l v e d  at a l l ,  s o  t o  r e g u ­

l a t e  u s  a n d  r e s t r i c t  us a n d  r e q u i r e  c e r t i f i c a t e s  o f  c o n v e n i e n c e  

a n d  n e c e s s i t y  t o  g e t  in a n d  o u t ,  as I s e e  i t ,  w o u l d  s e r v e  n o  

p u r p o s e  e x c e p t  to b e  r e s t r i c t i v e  a n d  r e a d y  to p r o v i d e  j o b s  f o r  

o t h e r s - - i t  w o u l d n ' t  p r o t e c t  t h e  p u b l i c - - i t  w o u l d  s e v e r l y  l i m i t  

u s  in t h e  f l e x i b i l i t y  w e  w ^ u i d  l i k e  t o  e x e r c i s e  as t i m e  g o e s  

b y ,  b u t  n o n e  o f  us p r e s e n t  in t h e  r o o m ,  f o r  e x a m p l e ,  m a y  b e  in 

t h e  s a m e  p o s i t i o n  t o  b e  i n f l u e n c e d  as w e  a r e  n o w .  S o, t h a t ' s  

t h e  o b j e c t i o n a b l e  f e a t u r e  to m e .

R A D E R :  O f  c o u r s e ,  y o u  s a y  i t  is n o t  a p u b l i c  u t i l i t y ,  b u t  t h a t  

m a y  b e  a q u e s t i o n .  If w e  h a v e  o n l y  o n e ,  i t ' s  a m o n o p o l y  s i t u -  

a t i o n - - e v e r y b o d y  h a s  to u s e  it. It h a s  a l l  the e a r m a r k s  o f  a 

p u b l i c  u t i l i t y  w h e r e  y o u  w a n t  o n l y  o n e  w a t e r w o r k s ,  o n e  t e l e p h o n e  

s y s t e m ,  o r  o n e  p o w e r  c o m p a n y ?  w e  d o n ’t w a n t  t w o  p i p e l i n e s ,  a n d  

w e  d o n ' t  w a n t  a l t e r n a t e  m e t h o d s  f o r  e c o n o m i c  r e a s o n s ,  e c o l o g i c a l  

r e a s o n s ,  a n d  o t h e r  r e a s o n s ,  a n d  i t ' s  h a r d  f o r  m e - - a n d  I t h i n k  

o t h e r s  h a v e  t h e  s a m e  p r o b l e m  h e r e - - t o  t h i n k  t h a t  t h e  p u b l i c  

d o e s n ' t  h a v e  a n  i n t e r e s t  in t h a t  r a t e ,  a n d  w h a t  t h e  r a t e s  a r e  

t h a t  o t h e r  c o r p o r a t e  c i t i z e n s ,  w h o  a r e  n o t  o w n e r s  o f  t h e  p i p e ­

l i n e ,  h a v e  to p a y  to g e t  t h e i r  o i l  to m a r k e t .  It is b e c a u s e  of 

o u r  c o n c e r n  in t h a t  s e n s e - - a n d  a g a i n ,  a s s u r i n g  to y o u - - w h a t  if 

w e  p u t  y o u  u n d e r  o u r  P u b l i c  S e r v i c e  C o m m i s s i o n ,  no o w n e r ' s  f o r ­

f e i t u r e  p r o v i s i o n s  o r  a n y t h i n g  e l s o - - y o u  w o u l d  b e  u n d e r  t h e  s a m e  

p r o v i s i o n s  as t h e  A l a s k a  J u n e a u  L i g h t  C o m p a n y  o r  A l a s k a  P i p e l i n e  

f r o m  K e n a i  o n  u p  to A n c h o r a g e  u p  n o r t h - - t h e  s a m e  p o s i t i o n ,  s a m e



c o n t r o l ,  same r e g u l a t i o n - - t h a t  w i l l  g u a r a n t e e  a r a t e  o f  r e t u r n .  

They h a v e  no t r o u b l e  f i n a n c i n g  t h e m s e l v e s ,  i t s  a me t h o d  o f  

f i n a n c i n g  t h a t  i s  w e l l  known t h r o u g h o u t  t h e  c o u n t r y - - a  c e r t i f i ­

c a t e  o f  c o n v e n i e n c e  o f  n e c e s s i t y  e n h a n c e s  t h e  f i n a n c a b i l i t y  

o f  mo s t  u t i l i t y  p r o j e c t s - - w h y  w o u l d n ' t  i t  o p e r a t e  i n  t h e  same 

way f o r  you?

S P A H R :  I r e p e a t ,  t h i s  is n o t  a u t i l i t y  p r o j e c t ,  s o  I c a n ' t  s e e

t h a t  it w o u l d  e n h a n c e  o u r  c a p a b i l i t i e s  a t  a l l - - I  s e e  t h a t  I 

h a v e n ' t  b e e n  c o n v i n c i n g  t o  y o u ,  a l t h o u g h  I s t i l l  c o n t e n d  w i t h  

g r e a t  c o n v i c t i o n ,  t h a t  it w o u l d  h a m p e r  u s .  I h a v e  c o m p l e t e  

d i f f i c u l t y  in u n d e r s t a n d i n g  y o u r  c o n c e r n  s i n c e  w e  a r e  r e g u l a t e d  

b y  t h e  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  o n  t h e  o n e  h a n d ,  b y  the 

M a d i s o n  C o n s e n t  D e c r e e  o n  t h e  o t h e r ,  w h i c h  l i m i t s  h o w  w e  c a n  

e s t a b l i s h  o u r  t a r i f f s .  W e  h a v e  to m a k e  t h e  p i p e l i n e  a v a i l a b l e  

t o  a n y  a n d  all w h o  m e e t  t h e  t a r i f f  r e q u  i r e i n e n t s - - w e  h a v e  to b e  

r e a s o n a b l e  in t h e  f i r s t  p l a c e  a n d  s a t i s f y  t h e  I C C  as t o  t h e  

r e a s o n a b l n e s s . It s e e m s  t o  m e  t h a t  a l l  y o u  a r e  s u g g e s t i n g ,  

f r a n k l y ,  is double, r e g u l a t i o n  w h i c h  r e q u i r e s  m o r e  a t t e n t i o n  t o  

d e t a i l ,  m o r e  e x p e n s e ,  a n d  in t h e  e n d  l e s s  p r o f i t ,  a n d  it s e e m s  

t o  m e  i t ' s  l e s s  r e w a r d i n g  t o  y o u .

R A D E R :  H u t  t h a t ' s  n o t  a r e a s o n  f o r  n o t  b u i l d i n g  t h e  p i p e l i n e - -

f o r  d o u b l e  r e g u l a t i o n ,  is I t ?  I s n ' t  t h e r e  a lot m o r e  i n v o l v e d  

in t h i s  t h a n  t h a t ?  I s n ' t  t h e r e  a g r e a t  d i f f e r e n c e  in t h e  t y p e  

o f  r e g u l a t i o n  I a m  t a l k i n g  a b o u t  a n d  w h a t  y o u  a r e  t a l k i n g  a b o u t ?

S P A H R :  W o u l d  y o u  m i n d  t e l l i n g  m e  s p e c i f i c a l l y  w h a t  y o u  t h i n k

m i g h t  b e  i n v o l v e d ?  A r e  y o u  c o n c e r n e d  a b o u t  t h e  p r o f i t s  w e  w i l l  

m a k e  o n  t he p i p e l i n e ?
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R A D E R :  I t h i n k  y o u  m u s t  m a k e  a p r o f i t .  I w a n t  y o u  t o  m a k e  a

p r o f i t ,  b u t  I t h i n k  t h e  p u b l i c  h a s  a n  i n t e r e s t ,  a s i d e  f r o m  t h a t  

p r o f i t ,  in t h e  s a m e  w a y  t h e y  h a v e  a n  i n t e r e s t  i n  t h e  p r o f i t  of 

t h e  l o c a l  u t i l i t y  c o m p a n y  h e r e .  T h e y  h a v e  a m o n o p o l y  s i t u a t i o n .  

T h e y  a r e  s e r v i n g  t h e  g r e a t e s t  r e s o u r c e  w e  h a v e - - t h e r e  is n o  

o t h e r  w a y  t o  e x t r a c t  t h e  r e s o u r c e .

S P A H R :  D o  y o u  t h i n k  a r e t u r n  o f  7% o n  t h e  a p p r o x i m a t e  i n v e s t ­

m e n t  i n v o l v e d  in t h e  p i p e l i n e  is u n r e a s o n a b l e ?

R A D E R :  As I u n d e r s t a n d  it, t h a t  c o u l d  b e  a 50 o r  1 0 0 %  r e t u r n

o n  y o u r  i n v e s t e d  e q u i t y .  W e  h a v e  h a d  t e s t i m o n y  f r o m  o t h e r s  t h a t  

t h a t  c o u l d  w e ’l b e  a 1 0 0 %  r e t u r n  o n  y o u r  i n v e s t e d  e q u i t y .

S P A H R :  A l r i g h t ,  n o w  w e  a r e  g e t t i n g  v e r y  m u c h  t o  t h e  p o i n t .  O u r

b o r r o w i n g  c a p a c i t y - - a n y b o d y 's b o r r o w i n g  c a p a c i t y - - i s  l i m i t e d  

f i n i t e l y ,  d e p e n d e n t  u p o n  t h e  r e s o u r c e s  w e  h a v e  a v a i l a b l e  t o  c o v e r  

t h e  b o r r o w i n g .  If w e  a r e  g o i n g  to r e m a i n  in b u s i n e s s ,  t h e n  e v e r y  

i n v e s t m e n t  w e  m a k e  h a s  t o  be a r e a s o n a b l y  c o n s t r u c t i v e  o n e  o r  w e  

o u g h t  t o  t a k e  t h e  a l t e r n a t e s  t h a t  a r e  a v a i l a b l e  to us. T h e r e f o r e ,  

if w e  a r e  g o i n g  to b e  l i m i t e d  s e v e r l y  o n  t h e  r e t u r n  o n  t he 

b o r r o w e d  c a p i t a l  w e  h a v e  to e m p l o y  u p  h e r e ,  w e  a r e  e m p l o y i n g  t h e  

c a p i t a l  a n d  w i t h d r a w i n g  t h e  a b i l i t y  to u s e  it e l s e w h e r e  f o r  a 

b e t t e r  r a t e  o f  r e t u r n  w i t h  t h e  r e s t  of o u r  c a p i t a l  e m p l o y e d .  If 

w e  o n l y  u s e  1 5 %  e q u i t y  u p  h e r e ,  w e  w i l l  p r o b a b l y  u s e  m o r e  e l s e ­

w h e r e .  W e  c a n  t a k e  a d v a n t a g e  o f  t h e  h i g h  b o r r o w i n g  a b i l i t y  up 

h e r e  t o  f i n a n c e  a p r o j e c t  t h a t  is v e r y ,  v e r y  c o s t l y ,  w h i c h  c o u l d n ' t  

b e  f i n a n c e d  o t h e r w i s e  i f  w e  h a d  to u s e  m o r e  e q u i t y .  T h i s  p a r t i c u ­

l a r l y  a p p l i e s  to m y  c o m p a n y  a n d  it h a s  v e r y  s i m i l a r  a p p e a l  t o  a l l  

t h e  r e s t ,  so w h e n  y o u  a r e  l o o k i n g  a t  o u r  p r o b l e m s  a n d  o u r  f i n a n ­
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c i n g  a n d  o u r  r e t u r n s  o n  i n v e s t m e n t ,  y o u  h a v e  t o  c o n s i d e r  o u r  

w h o l e  c o m p a n y  a n d  i t s  p r o b l e m s .  W e  h a v e  t o - - j u s t  t o  t a l k  a b o u t  

m y  c o m p a n y  a b i t  m o r e - - i n  a d d i t i o n  t o  b u i l d i n g  o u r  s h a r e  o f  the 

p i p e l i n e ,  c o m p a r i n g  o u r  s h a r e  o f  t h e  N o r t h  S l o p e ,  w h i c h  is 

r a t h e r  s u b s t a n t i a l ,  w e  h a v e  t o  b u y  s h i p s  f o r  t h e  V a l d e z  o p e r a t i o n  

- - a  1 2 0 , 0 0 0  t o n  s h i p  c o s t s  $ 5 0  m i l l i o n  e a c h  at t h i s  t i m e - -  in 

o r d e r  t o  m e e t  a l l  t h e  r e q u i r e m e n t s  a n d  s p e c i f i c a t i o n s  t h a t  a r e  

d e s i g n e d  i n t o  it n o w - - w e  h a v e  t o  r e v i s e  o u r  r e f i n e r i e s  in t h e  

m i d - c o n t i n e n t  s o  t h a t  t h e y  c a n  r u n  S l o p e  c r u d e ,  w h e r e a s  t h e y  

h a v e  b e e n  r u n n i n g  M i d - E a s t  c r u d e  b e f o r e - - t h i s  t a k e s  m i l l i o n s  o f  

d o l l a r s ;  w e  h a v e  i n v e s t m e n t s  in e x p a n s i o n  in t h e  m a r k e t  p l a c e  

to m a k e ,  a s  w e l l  as r e f i n i n g  f a c i l i t i e s  t o  s u p p o r t  them. B e c a u s e  

of t h e  v e r y  r a p i d  s h i f t i n g  a n d  s u p p l y  s i t u a t i o n  in the w o r l d  

w e  h a v e  t o  c o m m i t  o u r s e l v e s  t o  t h e  f i n a n c i n g  o f  l a r g e  c a p a c i t y  

t a n k e r s  o f  f o r e i g n  f l a g  n a t u r e  t o  b r i n g  o i l  f r o m  t h e  f o r e i g n  

l a n d s  t o  t h i s  l a n d  of o u r s — w e  h a v e  m a n y ,  m a n y  t h i n g s  t o  d o —  

t h i s  is m u l t i p l i e d  m a n y  t i m e s  b y  t h e  t o t a l  i n d u s t r y .  It is n o t  

r e m o t e l y  p o s s i b l e  t h a t  w e  c a n  d o  a l l  t h e s e  t h i n g s  w i t h  o u r  o w n  

f u n d s ,  a n d  t h e  p r o b l e m s  f a c i n g  t h e  o i l  c o m p a n i e s ,  as w e l l  a s  

o t h e r  i n d u s t r i e s  in r a i s i n g  a d e q u a t e  a m o u n t s  o f  m o n e y  to d o  t h e  

k i n d s  o f  t h i n g s  t h a t  a r e  p r o j e c t e d  t h a t  w e  a r e  g o i n g  t o  n e e d  to 

d o  in t h i s  c o u n t r y ,  a r e  n o t h i n g  s h o r t  o f  a p p a l i n g ,  s o  w e  h a v e  

to l o o k  a t  w h a t  w e  d o  i n  A l a s k a  as p a r t  o f  t h e  t o t a l ,  r e a l i z i n g  

t h a t  w e  h a v e  c h o i c e s  t o  m a k e  if t h e  o p p o r t u n i t i e s  in o n e  p l a c e  

a r e n ' t  as g o o d  a s  in a n o t h e r ,  a n d  t h i s  is w h y  I h a v e  s a i d ,  a t  

s t r o n g l y  as I c o u l d  s a y - - h o p e f u l l y  w i t h o u t  a p p e a r i n g  t o  b e  c o m ­

b a t i v e  o r  u n r e a s o n a b l e - - t h a t  if w e  c a n n o t  h a v e  t h e  o p p o r t u n i t y  

to w o r k  u n d e r  ICC r e g u l a t i o n s  w i t h  t n e  r e a l i b i  1 1 t y  t h a t  I t h i n k
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t h e y  p r o v i d e  f o r  e v e r y b o d y - - i f  w e  h a v e  t o  b e  r e s t r i c t e d  

s u b s t a n t i a l l y  i n  o u r  e a r n i n g  c a p a c i t y  h e r e - - I  a m  o n e  w h o  w o u l d  

m u c h  p r e f e r  t o  s e e  s o m e b o d y  e l s e  d o  i t. A n d ,  I a m . . .

P A L M E R :  Y o u  h a v e  j u s t  s a i d  w e  h a v e  t o  c o n s i d e r  t h e  e n t i r e

s i t u a t i o n ,  n o t  as a n  i s o l a t e d  c a s e .  I t h i n k  w e  d o ,  s o  I t h i n k  

w e  h a v e  t o  f i g u r e  t h e  p i p e l i n e  a n d  i t s  p r o f i t - - n o t  i n  i t s  o w n  

r e l a t i o n s h i p ,  b u t  a l s o  in r e l a t i o n t o  t h e  f a c t  t h a t  i t  p r o v i d e s  

y o u  a m e a n s  o f  e x t r a c t i n g  a n d  m a r k e t i n g  t h e  N o r t h  S l o p e  o i l  

a n d ,  t h e r e f o r e ,  s h o u l d  b e  a m u c h  h i g h e r  p r o f i t  t h a n  m i g h t  b e  

g a i n e d  i n  m a n y  o t h e r  p l a c e s ,  s o  i t  is n o t  an e n d  r e s u l t ,  b u t  

o n l y  a m e a n s  t o  a n  e n d ,  a n d  c a n ' t  b e  c o n s i d e r e d  b y  i t s e l f  i n  

i s o l a t i o n .

S P A H R :  I t ' s  a c o m p o n e n t  of a t o t a l  a n d  I d o n ' t  t h i n k  y o u  c a n

n e c e s s a r i l y  c o n c l u d e  t h a t  i t s  g o i n g  t o  e n a b l e  us to m a k e  an 

u n c o n s c i o n a b l e  p r o f i t  o n  t h e  o i l  t h a t  w o u l d  n o t  o t h e r w i s e  b e  

m o v e d .  T h i s  o i l  is g o i n g  t o  b e  m o v e d  a n y w a y .  If w e  d o n ' t  b u i l d

t h e  p i p e l i n e ,  s o m e b o d y  e l s e  w i l l .  I a m  c o n f i d e n t  w e  w i l l  g e t

t h a t  o i l  o u t  o f  t h e r e - - s o m e t i m e .

K E R T T U L A : J o h n ' s  q u e s t i o n  w a s n ' t  e n t i r e l y  a n s w e r e d . . .

R A D E R :  I h a v e  a c o u p l e  m o r e  if I c o u l d  f o l l o w  f o r  j u s t  a m i n u t e

he r e . . .

KERTflfULA: T h e  a n s w e r  is y o u  c a n ' t  e a r n  o v e r  7 % - - y o u  c a n  e a r n

o v e r  7% o n  y o u r  e q u i t y ,  t h a t  i s . . . .

S P A H R :  W e l l ,  y o u  c a n  e a r n  7% o n  t h e  e v a l u a t i o n  w h i c h ,  in t h e

v e r y  b e g i n n i n g ,  w o u l d  b e  a n  a p p r o x i m a t i o n  o f  t h e  t o t a l  i n v e s t m e n t
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i n v o l v e d .  B o r r o w e d  m o n e y ,  as w e l l  as e q u i t y  m o n e y .

R A D E R :  It is m y  u n d e r s t a n d i n g  t h a t  i t  is y o u r  p o s i t i o n  t h a t

t h e  T A P S  c o n s o r t i u m  c a n n o t  f i n a n c e  t h i s  p i p e l i n e  o n  a p u b l i c  

u t i l i t y  b a s i s - - w o u l d  n o t  w a n t  t o - - i s  t h a t  w h a t  y o u  a r e  t e l l i n g

m e  ?

S P A H R :  I d i d  n o t  s a y  t h a t  i t  c o u l d  n o t  b e  d o n e .  I d o  w a n t  y o u

t o  u n d e r s t a n d  t h a t  I t h i n k  i t  w o u l d  b e  m o r e  d i f f i c u l t .  I d o  

w a n t  y o u  t o  u n d e r s t a n d  i t  w o u l d  b e  f a r  l e s s  a t t r a c t i v e  t o  m e - -  

I a m  n o t  t a l k i n g  n o w  a b o u t  t h e  c o n s o r t i u m  o f  t h e  o t h e r  o i l  

c o m p a n i e s  b e c a u s e  I h a v e n ' t  d i s c u s s e d  t h i s  p r o b l e m  y o u  a r e  

r a i s i n g  w i t h  t h e m .  W e  h a v e  o n l y  d i s c u s s e d  f e a s i b l e  s o l u t i o n s  

w e  f e l t  w e  c o u l d  a c c e p t .

R A D E R :  N o w  i f  y o u  f e e l  y o u  w o u l d  n o t  w a n t  t o  b u i l d  it o n  a

u t i l i t y  b a s i s ,  w i t h  a u t i l i t y  p r o f i t a b i l i t y ,  a n d  if w e  f e l t  w e  

h a d  t o  h a v e  t h a t  s o r t  o f  a s h o w ,  w o u l d  y o u r  p o s i t i o n  t h e n  b e  to 

f a v o r  a F e d e r a l  l i n e ?

S P A H R :  M y  p o s i t i o n  w o u l d  b e  t h a t  w e  w o u l d  h a v e  to g o  h o m e  a n d

r e - e x a m i n e  t h e  w h o l e  p r o b l e m  b y  o u r s e l v e s  a n d  w i t h  o u r  a s s o c i a t e s  

a n d  r e a c h  a c o n c l u s i o n  a n d  m y  p o s i t i o n  is t h a t  t h a t  w i l l  t a k e  

t i m e .  If w e  h a v e  to d o  it, w e  w i l l  h a v e  t o  d o  it, b u t  I d o  f e e l  

i t  is n o t  in t h e  i n t e r e s t s  o f  a n y b o d y  i n v o l v e d  t o  s p e n d  t i m e  

u n n e o e s s a r i l y . T h i s  m a y  b e  n e c e s s a r y  as a c o n s e q u e n c e  o f  w h a t  

y o u  d o ,  b u t  I a m  t r y i n g  t o  s a y  t h a t  i t  - o s e s  e n o u g h  of a d i f f e r e n t  

q u e s t i o n  f r o m  a n y  t h a t  w e  h a v e  c o n s i d e r e d  t h a t  1 d o  n o t  n a v e  an 

a n  s w e r .
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S A C K E T T :  B e f o r e  a n y o n e  a s k s  a q u e s t i o n - - w h i l e  w e  a r e  s t i l l  o n

t h e  s a m e  s u b j e c t - - I  k i n d  o f  l i k e  y o u r  i d e a  o f  a F e d e r a l  p i p e ­

l i n e ,  b u i l t  b y  t h e  F e d e r a l  g o v e r n m e n t .

S P A H R :  T h a t ' s  n o t  m y  i d e a l  It i s  a s u g g e s t i o n  o f  a w a y  to

s o l v e  t h e  p r o b l e m .

S A C K E T T :  W e l l ,  I l i k e  t h e  s u g g e s t i o n  y o u  m a d e  t h i s  m o r n i n g ,  as

a n o t h e r  a l t e r n a t i v e .  I w o u l d  a s s u m e  t h a t  u n d e r  F e d e r a l  o w n e r ­

s h i p  t h e  r e g u l a t i o n  w o u l d  b e  w i t h  t h e  F e d e r a l  g o v e r n m e n t  a n d  

t h a t  r e g u l a t i o n  m i g h t  t a k e  c a r e  o f  t h e  s a m e  p r o b l e m  w e  h a v e  n o w ,  

w h i c h  is t h e  c o n c e r n  o v e r  t a r i f f s  b e i n g  c h a r g e d  at t h e  w e l l h e a d  

v a l u e .  W o u l d  y o u  c a r e  t o  c o m m e n t  m o r e  o n  t h i s  c o n c e p t ?

S P A H R :  T h e  F e d e r a l  g o v e r n m e n t  is a n o t h e r  b u s i n e s s - - t h e  T e n n e s s e e

V a l l e y  A u t h o r i t y  b e i n g  a p r i m e  e x a m p l e - - a n y o n e  w h o  w i s h e s  to c a n  

e v a l u a t e  t h a t  o p e r a t i o n  t o  t h e i r  f u l l  s a t i s f a c t i o n  a n d  s p e c u l a t e  

o n  t h i s  o n e .  I d o n ' t  t h i n k  i t  w o u l d  b e  a v e r y  g o o d  s o l u t i o n  to 

a s k  t h e  F e d e r a l  g o v e r n m e n t  t o  b u i l d  t h e  l i n e .  I s t a r t  f r o m  t h e  

p r e m i s e  t h a t  I s i m p l y  c a n ' t  a c c e p t  y o u r  c o n c e r n  a b o u t  t h e  

p o s s i b i l i t y  t h a t  w e  a r e  g o i n g  t o  m i l k  e v e r y b o d y  in s i g h t  o u t  o f  

a l l  t h e  m o n e y  t h e y  h a v e  f o r  o u r  p i p e l i n e  s e r v i c e .  I a m  c o n c e r n e d  

t h a t  F e d e r a l  b u i l d i n g  o f  t h e  p i p e l i n e  w o u l d  p r o b a b l y  b e  t h e  m o s t  

e x p e n s i v e  w a y  t o  b u i l d  it, a n d  t h a t  i t  w o n ’* n e c e s s a r i l y  b e  t h e  

q u i c k e s t  w a y  e i t h e r ,  b e c a u s e  t h e  p r o f i t  m o t i v e  is n o t  t h e r e ,  as 

it is w i t h  us. T h e  d e s i r e  t o  m i n i m i z e  t h e  c o s t  is n o t  t h e r e ,  as 

it is w i t h  us. 1 c o u l d  c i t e  m a n y ,  m a n y  i n s t a n c e s  o n  t h i s  l a t t e r  

b u s i n e s s .  F o r  e x a m p l e ,  w e  a t t e m p t e d  t o  p e r s u a d e  t h e  C o n f e r e n c e  

C o m m i t t e e  t h a t  j u s t  b r o u g h t  o u t  t h e  p i p e l i n e  b i l l  to i n s e r t  t h e

- 2 0 -

AGO 53368°



w o r d  " r e a s o n a b l e "  i n  t h e  p h r a s e  t h a t  r e q u i r e s  u s  t o  c o m p e n s a t e  

t h e  g o v e r n m e n t  f c r  a l l  i t s  e x p e n s e  in t h e  o a s t ,  n o w .  o r  i n  t h e  

f u t u r e ,  f o r  i n v e s t i g a t i n g  t h e  l i n e ,  i n s p e c t i n g  d u r i n g  c o n s t r u c ­

t i o n  a n d  d u r i n g  o p e r a t i o n .  W e  w a n t e d  " r e a s o n a b l e "  i n  t h e r e  s o  

t h a t  w e  w o u l d  o n l y  h a v e  Lc r c t m L u r s e  f o r  r e a s o n a b l e  e x p e n s e s  

a n d  t h a t  t h e  c h a r g e s  m i g h t  b e  s u b j e c t  t o  s o m e  e x a m i n a t i o n .  W e  

d i d n ' t  s u c c e e d  i n  g e t t i n g  i t  in t h e r e  a n d  w e  h a v e  n o  c o n t r o l  

o v e r  w h a t  w i l l  b e  d o n e .  A n d ,  I d o n ' t  t h i n k - - a n d  t h i s  is a 

p e r s o n a l  o p i n i o n - - t h a t  t h o s e  w h o  w e n  r e s p o n s i b l e  f o r  p u t t i n g  

t h a t  in t h e r e  in t h e  f i r s t  p l a c e  h a v e  m u c h  c o n c e r n  o v e r  w h a t  

t h o s e  c o s t s  w i l l  be. N o w  I w a n t  t h e  p i p e l i n e  i n s p e c t e d .  I 

w a n t  i t  b u i l t  w e l l .  I d o n ' t  w a n t  t r o u b l e  o u t  o f  i t ,  a n d  w e  a r e  

d e t e r m i n e d  w e  w o n ' t  h a v e  it, b u t  I d o  t h i n k  t h a t  w e  n e e d  to d o  

j u s t  a s  g o o d  a j o b  o n  p l a n n i n g  h o w  to i n s u r e  i t s  i n s p e c t i o n  

w i l l  g e t  t h e  j o b  d o n e  w e l l  as b y  t h e  k i n d s  o f  m a t e r i a l s  w e  s e l e c t .  

S o, I t h i n k  if t h e  F e d o r a ]  g o v e r n m e n t  b u i l d s  t h e  l i n e  it w i l l  b e  

m o r e  e x p e n s i v e * ,  it w i l l  t a k e  l o n g e r  a n d  m a y b e  t h e  p r o b l e m s  a r i s ­

i n g  o u t  of o p e r a t i o n  w i l l  b e  m o r e  d i f f i c u l t  a n d  t i m e  c o n s u m i n g  

t o  s o l v e .  T h a t ' s  it.

B U T R O V I C H :  M c . S p a h r ,  y o u  a n d  S e n a t o r  R a d e r  h a d  q u i t e  a n

e x c h a n g e  o n  w h e t h e r  t h e  p i p o l i n e  s h o u l d  b e  a p u b l i c  u t i l i t y .

A r e  p i p e l i n e s  p u b l i c  u t i l i t i e s  a n y w h e r e ?  A r e  t h e y  h a n d l e d  as 

p u b l i c  u t i l i t i e s  a n y w h o r e  to y o u r  k n o w l e d g e ?

S P A H R s  T o  m y  k n o w l e d q e ,  n o  c r u d e  o i l  c a r r i e r  o r  o i l  p r o d u c t  

c a r r i e r  Ls t r e a t e d  as a p u b l i c  t i l l t y  a n y w h e r e  in t h e  U n i t e d  

S t a t e s ,  I a m  r.ot k n o w l e d g a b l e  a b o u t  t h e  E u r o p e a n  c o u n t r i e s ,  

a l t h o u g h  I b e l i e v e  t h e  s a m e  t o  b e  t r u e  o v e r  t h e r e .
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B U T R O V I C H :  If t h e y  a r e  n o t  a p u b l i c  u t i l i t y ,  t h e n  a s  f a r  as

e a r n i n g s  a r e  c o n c e r n e d ,  if t h e y  a r e  n o t  t r e a t e d  as a p u b l i c  

u t i l i t y ,  y o u  a g r e e  t h e n  t h e y  s h o u l d  n o t  b e  t r e a t e d  as a p u b l i c  

u t i l i t y  f o r  a n y  o t h e r  r e a s o n ?  W o u l d  t h a t  b e  a f a i r  s t a t e m e n t ?

S P A H R :  I t h i n k  t h a t  w o u l d  b e  a fa .r s t a t e m e n t .  In o t h e r  w o r d s ,  

t h e y  s h o u l d n ' t  b e  p r o t e c t e d  f r o m  c o m p e t i t i o n  o r  a n y t h i n g  l i k e  

t h a t ?  Y e s ,  t h a t ' s  c o r r e c t .

B U T R O V I C H :  A l l  e m ^ * a c i n g - - a n y t h i n g - - t h e y  s h o u l d  n o t  b e  c o n s i d e r e d

a p u b l i c  u t i l i t y  f o r . . .

S P A H R :  W i t h  a v e r y  i m p o r t a n t  e x c e p t i o n  w h i c h  I w i s h  t o  m a k e .

T h e  r i g h t  o f  e m i n e n t  d o m a i n  is a n  i m p o r t a n t  t h i n g .

B U T R O V I C H :  T h a t  is w h a t  I w a s  t h i n k i n g  a b o u t .

S P A H P :  I t h o u g h t  y o u  m i g h t  b e .  R a i l r o a d s  h a v e  h a d  t h a t  r i g h t

in t h e  p a s t .  T h e  p i p e l i n e  h a a  t o  - -  t h e  p i p e l i n e s  a r e  a l r e a d y  

r e g u l a t e d  in a v e r y  e f f e c t i v e  w a y ,  b u t  if t h e y  d o n ' t  h a v e  t he 

r i g h t  o f  e m i n e n t  d o m a i n ,  p e r h a p s  t h e n  t h e y  c a n ' t  b e  b u i l t .

B U T R O V I C H :  la t h a t  i n h e r e n t  o r  b y  a s p e c i f i c  l a w ?

S P A H R :  I a m  n o t  iH it i n h e r e n t ?  I t h i n k  y o u  w i l l  h a v e  to

a s k  M r .  H e a r d ,  w h o  w i l l  b e  u p  h e r o  s o o n  a n d  w h o  is a l a w y e r ,  t o  

c o m m e n t  u p o n  t h a t .

S A C K E T T :  S e n a t o r  P a l m e r .

P A L M E R :  M r .  S p a h r ,  y o u  t a l k e d  e a r l i e r  a b o u t  y o u r  p i p e l i n e

o p e r a t i o n s  in t h e  l o w e r  s t a t e s  m e n t i o n i n g  s o m e  o f  t h o s e .

W h a t  is t h e  p e r c e n t  p r o f i t  e a r n e d  a l  t h i s  t i m e ,  o r  f o r  t he
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r e c e n t  p a s t  y e a r s ,  as c a l c u l a t e d  u n d e r  t h e  I C C ?  W e  h e a r  a b o u t

5% a n d  w o n d e r e d  if t h a t  w a s  c o r r e c t .

S P A H R :  D e p e n d i n g  u p o n  t h e  a b i l i t i e s  to o p e r a t e  a t  t h e  v o l u m e s

t h a t  w e r e  c o n t e m p l a t e d  w h e n  t h e  t a r i f f  w a s  s e t ,  t h e y h a v e  r a n g e d

f r o m  5 t o  5 - 1 / 2 ,  u p  t o  7 a t  t i m e s .

P A L M E R :  W e l l ,  i f  t h e r e  is n o  c o m p e t i t i o n  d o w n  t h e r e ,  a n d  I f e l t

t h a t  w a s  w h a t  y o u  s a i d  a w h i l e  a g o ,  t h e n  w h y  a r e  t h e  t a r i f f s . . . .

T A P E  T U R N E D  O V E R — S O M E  T E S T I M O N Y  M I S S E D .

S P A H R :  . . . . t h e i r  g e o l o g y  a n d  t h e  r e s t  o f  t h e i r  e x p l o r a t i o n

i n d i c a t e s  is a v a i l a b l e .  T h a t ' s  b e e n  p r o v e n  t i m e  a n d  a g a i n .

P A L M E R :  B u t  g i v e n  t h a t  g e o l o g y ,  t h e y  c a n  o n l y  b i d  w h a t  t h e i r

e c o n o m i c . ... ( c o u l d n 't h e a r  r e s t  o f  h i s  s e n t e n c e . )

S P A H R :  T h a t ' s  r i g h t ,  b u t  t h i n k  o f  t h e  d i f f e r e n c e s  t h a t  s o m e t i m e s

e x i s t  on t h e  b i d s  o n  t h e  s a m e  t r a c t  o f  l a n d  b e c a u s e  o f  d i f f e r i n g

e v a l u a t i o n  in a n y  c i r c u m s t a n c e  t h e y  a r e  f a r  m o r e  i m p o r t a n t ,  I

t h i n k ,  t h a n  t h e  c o s t  o f  t r a n s p o r t a t i o n .

P A L M E R :  If p r o d u c t i o n  c a p a c i t y  i n c r e a s e s ,  as w e  h o p e  it w i l l ,

m a r k e d l y ,  w i t h  s o m e  of t h e n e w  l a n d s  u p  t h e r e ,  a m a r k e t  o f  c o u r s e  

e x i s t s ,  w h a t  p l a n s  d o  y > u  h a v e  f o r  l o o p i n q  t h e  l i n o ?

S P A H R :  T h e  p l a n s  h a v e  n o t  b e e n  d e v e l o p e d  y o t .  T h e y  w i l l  b e ,

I t h i n k ,  w h e n  it b e c o m e s  a p p a r e n t  t h a t  t h e y  a r e  g e t t i n g  c l o s e  

to t he t i m e .  F o r  e x a m p l e ,  o n c e  t h e  l i n e  is b u i l t ,  a n d  o p e r a t i n g
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a t  1 , 2 0 0 , 0 0 0 ,  i t  w i l l  b e  t i m e ,  i f  n ^ t  b e f o r e  t h e n ,  t o  s t a r t  

d e v e l o p i n g ,  p e r f e c t i n g  t h e  p l a n s  f o r  l o o p i n g .  T h e r e  h a s  b e e n  

s o m e  p r o j e c t i n g  o f  l o o p i n g  p l a n s  a l r e a d y  s o  t h a t  w e  a r e  a w a r e  o f  

w h a t  c a n  g e n e r a l l y  b e  d o n e ,  b u t  n o t h i n g  h a s  b e e n  f i n a l i z e d  in 

d e t a i l .  I d o n ' t - - I  p l e a d  w i t h  y o u  r e a l l y  t o  b e  s o m e w h a t  c o n f i ­

d e n t  t h a t  t h e  c o m p a n i e s  a r e  g o i n g  t o  b e  q u i t e  t i m e l y  i n  p l a n n i n g  

f o r  t h a t  k i n d  o f  t h i n g .

P A L M E R :  E v e n  i f  i t ' s  n o t  y o u r  o w n  o i l - - e v e n  i f  i t  i s  s o m e o n e

e l s e ' s  o i l  t h a t  y o u  w i l l  b e  c a r r y i n g ?

S P A H R :  Y e s ,  b e c a u s e  a m o n g  o t h e r  t h i n g s ,  y o u  k n o w ,  if s o m e b o d y

e l s e  d i s c o v e r s  o i l  a n d  p u t s  t o  u s ,  a n d  w e  d o n ' t  h a v e  t he 

c a p a c i t y ,  e v e r y b o d y  g e t s  p r o r a t e d  a n d  o u r  o i l  g e t s  b a c k e d  u p ,  

a n d  t h a t  g e t s  p r e t t y  c o s t l y ,  s o  w e  w i l l  m a k e  t h e  i n v e s t m e n t s  

a l r i g h t .

S A C K E T T :  A r e  t h e r e  o t h e r  q u e s t i o n s  o f  c o m m i t t e e  m e m b e r s ?

S e n a t o r  R a d e r .

R A D E R :  O n  t h i s  p r o b l e m  o f  p u b l i c  u t i l i t y  r e g u l a t i o n  t y p e  o f

t h i n g .  W e  r e g u l a t e  as a p u b l i c  u t i l i t y  a g a a  l i n e  t h a t  e x i s t s  

- - a  s i n g l e  g a s  l i n e  t h a t  c r o s s e s  t h e  I n l e t  a n d  s e r v e s  A n c h o r a g e  

f r o m  t h e  Kei.ai P e n i n s  u 1 a - - l  im i t i ng t h e i r  r a t e  o f  r e t u r n .  Is 

t h a t  a n  u n u s u a l  s i t u a t i o n ,  o r  a n  u n f a i r  s i t u a t i o n  i n  y o u r  v i e w ?

S P A H R :  I a m  r e a l l y  n o t  c o m p e t e n t  t o  t a l k  a b o u t  t h a t .  T h e

N a t u r a l  G a s  A c t  is q u i t e  a n  a c t  in i t s e l f  a n d  h a s  q u i t e  a l o t  o f  

i n f l u e n c e  u p o n  t h i n k i n g  p e r t a i n i n g  t o  g a s  m a t t e r s ,  a n d  I a m  n o t  

a s  k n o w l e d g a b l e  a b o u t  t h o s e  t h i n g s  as m - n y  o t h e r s  a r e .  W e  a r e  

n o t  g a s  p r o d u c e r s  in a n y  s u b s t a n t i a l  d e g r e e ,  n o r  a r e  w e  g a s



R A D E R :  P a r t  o f  y o u r  p i p e l i n e  p a c k a g e  h e r e  is t h e  s a l e  t o  y o u

o f  l a n d s  w i t h  t h e  d o c k  i n  V a l d e z  a n d  f o r  o t h e r  f a c i l i t i e s ,  n o t  

a t  a c o m p e t i t i v e  s a l e .  A n d ,  o f  c o u r s e ,  w e  w o u l d  h a v e  t o  j u s t i f y  

t h a t  b e c a u s e  t h e r e  w a s  a v e r y  j u b s t a n t i a i  b r o a d  p u b l i c  i n t e r e s t  

in  t h e  p i p e l i n e  a n d  in y o u r  e x p e d i t i o u o l y  g e t t i n g  t h a t  l a n d - -  

t h a t  i t  n o t  b e  h a n d l e d  w i t h  s o m e b o d y  i n  b e t w e e n ,  m a k i n g  a v e r y  

l a r g e  p r o f i t  o r  s o m e t h i n g  l i k e  t h a t .  I t  s e e m s  t o  m e  t h a t  i f  w e  

w e r e  t o  c o n s i d e r  y o u  i n  t h e  l i g h t  o f  a p u b l i c  u t i l i t y ;  i f  y o u  h a d  

a g u a r a n t e e d  r a t e  o f  r e t u r n ,  a n d  a c e r t i f i c a t e  o f  p u b l i c  c o n ­

v e n i e n c e  a n d  n e c e s s i t y  w h e r e  ' o u  c o u l d n ' t  b e  c o m p e t e d  w i t h  b y  

a n y  o t h e r  c o n s u m e r  f a c i l i t y  t h a t  it w o u l d  m a k e  it m u c h  e a s i e r  

f o r  u s  to m a k e  t h a t  l a n d  a v a i l a b l e  t o  y o u .

S P A H R :  W e l l ,  l e t  m e . . . I t h i n k  it h a s  b e e n  p o i n t e d  c u t  u p  h e r e

t h a t  w e  h a v e  o f f e r e d  to p a y  t h e  a p p r a i s e d  v a l u e  o f  t h e  l a n d s .

A l l  t h o s e  l a n d s  w e  s p e c i f i e d  t h a t  w e  w a n t ,  f o r  $ 1 0  m i l l i o n  o r  

w h a t e v e r  is h i g h e r .  I t h i n k  t h a t  is p u b l i c  k n o w l e d g e  u p  h e r e .

O u r  o w n  a p p r a i s a l s  o f  t h e  l a n d  i n d i c a t e  t h a t  t h a t  $ 1 0  m i l l i o n  

i s  b e t t e r  t h a n  t w i c e  a r e a l i s t i c  a p p r a i s a l  a t  t h e  p r e s e n t  t i m e .  

S o ,  w e  f e l t  t n a t  w e  h a d  d e m o n s t r a t e d  a c o n s i d e r a b l e  r e s p o n s i ­

b i l i t y  in a s s u r i n g  y o u  t h a t  e v e n  w i t h  t h i s  d e v i a t i o n  f r o m  y o u r  

n o r m a l  p r o c e d u r e  o f  s e l l i n g  l a n d ,  t h a t  w e  a s s u r e d  y o u  o f  s u b ­

s t a n t i a l l y  m o r e  t h a n  m i g h t  o t h e r w i s e  c o m e  o u t  o f  a s a l e ,  e v e n  

w i t h  t u b l i c  b i d d i n g .  S o ,  I t h i n k  w e  h a v e  h a n d l e d  t h e  p r o b l e m  

r e a l l y .
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R A D E R :  I t h i n k  y o u  a r e  r i g h t ,  b u t  w e  h a v e  t h e  p h i l o s o p h i c a l

t h i n g  a n d  i t ' s  r n « J l y  t-Wo p n h l  j r i n t e r e s t  in t h i s  p i p e l i n e  is 

d i f f e r e n t  t h a n  e t h e r  b i d d e r s  o f  l a n d  a n d  o t h e r  p e o p l e  w e  a r e  

d e a l i n g  w i t h .  L e t  m e  a s k  y o u  t h i s .  W e  h a v e  a t t e m p t e d  t h r o u g h  

o u r  r i g h t - o f - w a y  l e a s i n g  t h i n g  t o  i n c r e a s e  t h e  r i g h t - o f - w a y  

f e e s ,  as y o u r  p r o f i t s  i n c r e a s e - - a s  a c o n t r a c t u a l  m a t t e r - - t h a t  

is t h e  t h e o r y  w e  h a v e  p r o c e e d e d  o n  t h e r e .  W o u l d  i t  b e  t o t a l l y  

u n a c c e p t a b l e  t c  y o u ,  o r  y o u r  p e o p l e ,  if w e  e n t e r e d  i n t o  an 

a g r e e m e n t  w i t h  y o u  as a c o n t r a c t u a l  m a t t e r ,  a n d  i n s t e a d  o f  

t h a t  f e e  s c h e d u l e  t h a t  w e  h a v e  i n  t h e  r i g h t - o f - w a y  l e a s e ,  

m e r e l y  t h a t  y o u  a g r e e d  t o  s u b m i t  t o  p u b l i c  u t i l i t y - s t a n d a r d  

p u b l i c  u t i l i t y - - t y p e  o f  r e g u l a t i o n  w i t h  a s t a n d a r d  r e t u r n  o n  

i n v e s t e d  c a p i t a l ?  I m e a n  t h e  w h o l e  p u b l i c  u t i l i t y  t h i n g - - g e t  

a w a y  f r o m  a l l  t h i s  f o r f e i t u r e  s t u f f .

S P A H R :  I d i s l i k e  i t  m y s e l f .  I d o n ' t  k n o w . . . I  d i s l i k e  i t  m y s e l f

b e c a u s e  o f  t h e  t h i n g s  I h a v e  a l r e a d y  s a i d  a n d  b e c a u s e  1 d o n ' t  

t h i n k  it is n e c e s s a r y  t o  p r o t e c t  y o u r  i n t e r e s t s ;  h o w e v e r ,  1 

c a n n o t  s p e a k  f o r  t h e  o t h e r  o i l  c o m p a n i e s  i n v o l v e d .  T h i s  w o u l d  

h a v e  t o  b e  p u t  t o  t h e m  a n d  t h e y  w o u l d  h a v e  to c o n s i d e r  i t  a n d  

a n s w e r  f o r  t h e m s e l v e s ,  e i t h e r  d i r e c t l y  o r  t h r o u g h  m e. I w o u l d  

b e  w i l l i n g  to b e  a c o n v e y o r ,  b u t  t h a t ' s  n o t  a q u e s t i o n  t h a t  is 

g o i n g  to b e  a n s w e r e d  in a f e w  h o u r s .

R A D E R :  L e t  m e  c a r r y  it a l i t t l e  f u r t h e r - - y o u  d o n ' t  r e a l l y  h a v e

t o  w o r r y  a b o u t  a d  v a l o r e m  t a x e s  o f  30 m i l s  if y o u  a r e  a p u b l i c  

u t i l i t y  a n d  h a v e  a g u a r a n t e e d  r a t e  of r e t u r n  w h i c h  is g o i n g  to 

l e t  y o u  p a y  t h a t  30 m i l  t a x .  Y o u  h a v e ,  i n  a l o t  o f  w a y s ,  t h e  

t h i n g s  y o u  a r e  o b j e c t i n g  t o o  ard t h e  t h i n g s  y o u  a r e  c o n c e r n e d
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p a r t i c i p a t i o n ,  m u c h  a s  I d i s l i k e  s o m e  o f  t h e  f e a t u r e s  o f  it, 

a n d  s o  on.

C R O F T :  Y o u  i n d i c a t e d  t h a t  y o u  m i g h t  e n c o u r a g e  o t h e r s  to t a k e

a p e r c e n t a g e  o f  t h e  p r e s e n t  p a r t i c i p a t i o n .  A r e  t h e r e  a r r a n g e ­

m e n t s  b e t w e e n  t h e  o w n e r  c o m p a n i e s  at t h i s  t i m e  r e g a r d i n g  t h a t ?

S P A H R :  T h e r e  is a p r o v i s i o n  in a n  a g r e e m e n t  t h a t  e x i s t s  a m o n g

t h e  o w n e r  c o m p a n i e s  t h a t  p r o v i d e s  f o r  a m e a n s  o f  r e a l l o c a t i n g  

o w n e r s h i p  as t h e  p i p e l i n e  c a p a c i t y  is e n l a r g e d ,  t h a t  p r o v i d e s  

f o r  t h e i r  n o m i n a t i n g  c ? p a c i L y  t o r  d e t e r m i n a t i o n  o f  w h a t  t h e  n e w  

c a p a c i t y  a l l o c a t i o n s  w i l l  b e  u p  t o  1 0 0 %  a n d  t h a t ' s  a l l  t h a t  w e  

h a v e .  B u t  t h i s  p r o v i s i o n  w a s  p u t  i n t o  t h e  c o n t r a c t  b e c a u s e  t h e  

c o n t r a c t  w a s  p r e p a r e d  a t  a t i m e  w h e n  t h e  p o t e n t i a l  o f  P r u d h o e  

B a y  w a s n ' t  v e r y  d e f i n i t e .  P e o p l e  t h o u g h t  t h e y  h a d  c e r t a i n  

i n t e r e s t  in t h e  f i e l d ,  b u t  t h e y  w e r e n ' t  s u - e ,  a n d ,  o f  c o u r s e ,  

a s  it h a s  t u r n e d  o u t ,  t h e r e  h a v e  b e e n  d i f f e r e n c e s  f r o m  e x p e c t a ­

t i o n s .

C R O F T :  Is S O H I O  f r e e  t o  s e l l  i t s  i n t e r e s t  in t h e  p i p e l i n e  to

a n y b o d y  w i t h o u t  o b t a i n i n g  a p p r o v a l  of a n y  o f  t h e  T A P S ......

E N D  O F  T A P E .
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p a r t i c i p a t i o n ,  m u c h  a s  I d i s l i k e  s o m e  o f  t h e  f e a t u r e s  o f  it, 

a n d  s o  on.

C R O F T :  Y o u  i n d i c a t e d  t h a t  y o u  m i g h t  e n c o u r a g e  o t h e r s  t o  t a k e

a p e r c e n t a g e  o f  t h e  p r e s e n t  p a r t i c i p a t i o n .  A r e  t h e r e  a r r a n g e ­

m e n t s  b e t w e e n  t h e  o w n e r  c o m p a n i e s  at t h i s  t i m e  r e g a r d i n g  t h a t ?

S P A H R :  T h e r e  is a p r o v i s i o n  in an a g r e e m e n t  t h a t  e x i s t s  a m o n g

t h e  o w n e r  c o m p a n i e s  t h a t  p r o v i d e s  f o r  a m e a n s  o f  r e a l l o c a t i n g  

o w n e r s h i p  as t h e  p i p e l i n e  c a p a c i t y  is e n l a r g e d ,  t h a t  p r o v i d e s  

f o r  t h e i r  n o m i n a t i n g  c a p a c i t y  f o r  d e t e r m i n a t i o n  o f  w h a t  t h e  n e w  

c a p a c i t y  a l l o c a t i o n s  w i l l  b e  u p  t o  1 0 0 %  a n d  t h a t ' s  a l l  t h a t  w e  

h a v e .  B u t  t h i s  p r o v i s i o n  w a s  p u t  i n t o  t h e  c o n t r a c t  b e c a u s e  t h e  

c o n t r a c t  w a s  p r e p a r e d  at a t i m e  w h e n  t h e  p o t e n t i a l  o f  P r u d h o e  

B a y  w a s n ' t  v e r y  d e f i n i t e .  P e o p l e  t h o u g h t  t h e y  h a d  c e r t a i n  

i n t e r e s t  in t h e  f i e l d ,  b u t  t h e y  w e r e n ' t  s u r e ,  a n d ,  o f  c o u r s e ,  

as it h a s  t u r n e d  o u t ,  t h e r e  h a v e  b e e n  d i f f e r e n c e s  f r o m  e x p e c t a ­

t i o n s  .

C R O F T :  Is S O H I O  f r e e  to s e l l  i t s  i n t e r e s t  in t h e  p i p e l i n e  to

a n y b o d y  w i t h o u t  o b t a i n i n g  a p p r o v a l  o f  a n y  o f  t h e  T A P S . . . . .

E N D  O F  T A P E .
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M I L L E R :  M y  i m p r e s s i o n  f r o m  y o u r  talk t h i s  m o r n i n g  w a s  t h a t

b a s i c a l l y  t h e  e i g h t  b i l l s ,  s u b s t a n t i a l l y  as w r i t t e n ,  w h i c h  

w o u l d  i n d i c a t e  to m e  t h a t  t h a t  w o u l d  i n c l u d e  t h e  d i s t r i b u t i o n  

o f  t h e  t a x  w i t h i n  t h e  S t a t e  o f  A l a s k a  t o  l o c a l  g o v e r n m e n t s  a n d  

t h i s  t y p e  o f  t h i n g ,  a l s o  p e r h a p s  m a y  h a v e  b e e n  p a r t  o f  y o u f  

a g r e e m e n t  w i t h  t h e  G o v e r n o r .

S P A H R :  N o ,  t h a t  w a s  t h e  G o v e r n o r ' s  d e t e r m i n a t i o n .  I a m  o n l y - -

w e  a g r e e d  w e  w o u l d n ' t  f i g h t  a 20 m i l  t a x — a n  a l l  i n c l u s i v e  t a x - -  

n o w  b y  s o m e  f o r m u l a  ( t h e r e  is o n e  in t h e r e )  w h i c h  w o u l d  a l l o w  

f o r  d i s t r i b u t i o n .  W e  a r e  n o t  c o n c e r n e d  a b o u t  t h a t .  I d o n ' t  s e e  

h o w  w e  c o u l d  p o s s i b l y  be, or s h o u l d  be. I d i d n ' t  m e a n  to itaply 

t h a t  a t  a l l .

M I L L E R :  W i t h  t h a t  p a r t i c u l a r  b i l l  t h e n ,  p e r h a p s  w e  h a v e  m o r e

l e e w a y  t h a n  y o u r  t a l k  i n d i c a t e d ,  a n d  p e r h a p s  m a y b e  s o m e  o f  t h e

o t h e r  b i l l s  c o u l d  b e  c o n s t r u e d  t h e  s a m e  w a y .

S P A H R :  N o ,  I t h i n k  y o u  h a v e  m o r e  l e e w a y  t h a n  y o u  m i g h t  h a v e

a s s u m e d  t h i s  m o r n i n g  on t h a t  20 m i l  b i l l ,  b u t  I d o n ' t  t h i n k  m y  

t a l k  i n d i c a t e d  t h a t  y o u  w o u l d  h a v e  I p s s  t h a n  I a m  i n d i c a t i n g  to 

y o u  n o w .  I w a s  t a l k i n g  a b o u t  t h e  t o t a l  a m o u n t  o f  t h e  t a x  t h i s  

m o r n i n g - - i f  it w e r e  c h a n g e d  u p w a r d ,  t h e n  t h e  t o t a l  c o m b i n a t i o n

o f  t h i n g s  w h i c h  w e  v i e w  as all i n t e r - r e l a t e d  w o u l d  h a v e  t o  b e

r e v i e w e d  b e c a u s e  t h e  c o s t  w o u l d  b e  h i g h e r .

M I L L E R :  B u t  I a s s u m e . . .

S P A H R :  B u t ,  t h e  d i s t r i b u t i o n  o f  t h e  20 m i l s ,  or o f  a n y  f i g u r e ,

t h e  d i s t r i b u t i o n  w o u l d  b e  o f  n o  c o n c e r n  t o  us. It is t h e  t o t a l  

t h a t  m a t t e r s .
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M I L L E R :  B u t ,  t h a t  is a r a t h e r  m a j o r  p o r t i o n  o f  t h a t  b i l l  t h a t
I

c o u l d  b e  a l t e r e d  f r o m  t h e  w a y  i t  w a s  w r i t t e n  as f a r  as y o u  a r e  

c o n c e r n e d ?

S P A H R :  D i s t r i b u t i o n ?

M I L L E R :  Y e s .

S P A H R :  A s  l o n g  as t h e  t o t a l  d o e s n ' t  c h a n g e .

M I L L E R :  T h a n k  y o u ,  M r .  C h a i r m a n .

S A C K E T T :  M r .  S p a h r ,  S e n a t o r  S i l i d e s  h a s  t o  l e a v e  f o r  a n o t h e r

m e e t i n g  a n d  h a s  a q u e s t i o n  f o r  y o u .

S I L I D E S :  M r .  S p a h r ,  t h e r e  s e e m s  t o  b e  s o m e  d i f f e r e n c e  o f  o p i n i o n

as t o  w h e t h e r  y o u  w i l l  b e  r e q u i r e d  t o  p u r c h a s e  o i l  w h i c h  is 

b r o u g h t  t o  y o u .  I w a s  u n d e r  t h e  i m p r e s s i o n  t h a t  y o u  w o u l d  h a v e  

t h e  o p t i o n  of b u y i n g  it a n d  t h a t  t h e  p r o r a t i n g  w o u l d  b e g i n  o n l y  

if  y o u  d i d  i n d e e d  b e g i n ,  o r  c o m m e n c e  b u y i n g  s u c h  o i l .

S P A H R :  I t h i n k  I c a n  s t r a i g h t e n  t h a t  o u t .  I t h i n k  t h e r e  is a

l i t t l e  c o n f u s i o n  o n  s e v e r a l  d i f f e r e n t  f a c t s .  If t h e  p i p e l i n e  is 

f u l l  w i t h  o i l  f r o m  P r u d h o e  B a y  p u t  t o  it b y  a l l  o f  t h e  p r o d u c e r s  

u p  t h e r e ,  i n c l u d i n g  u s ,  a n d  s o m e  o t h e r  o i l  f i e l d  is d e v e l o p e d  a n d  

c o n n e c t e d  t o  t h e  p i p e l i n e ,  t h e n  t h o s e  p r o d u c e r s - - l e t 's s a y  t h e y  

e x c l u d e  u s - - h a v e  t h e  r i g h t  t o  m a k e  t e n d e r s  in a c c o r d a n c e  w i t h  t h e  

t a r i f f s .  If t h e  p i p e l i n e  d o e s  n o t  h a v e  t h e  c a p a c i t y  f o r  h a n d l i n g  

e v e r y t h i n g ,  o i l  f r o m  P r u d h o e  B a y  is g o i n g  t o  h a v e  t o  b e  b a c k e d  

d o w n  s o  t h a t  t h e  n e w  p r o d u c e r s  a n d  t h e  o l d  p r o d u c e r s  g e t  t r a n s ­

p o r t a t i o n  p r o r a t a  t o  t h e i r  t o t a l  n e e d s  e q u i t a b l y .
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S I L I D E S :  T h e n  y c u  a r e  i n d e e d  a c o m m o n  p u r c h a s e r ?

S P A H R :  N o ,  t h e r e  i s  n o  p u r c h a s i n g  i n v o l v e d  h e r e  a t  a l l .  N o w  if

i n  t h i s  y o u  s e e ,  w e  a r e  o n l y  p r o d u c e r s  h e r e  a l o n g  w i t h  o t h e r

p r o d u c e r s ,  s o  w e  a r e  an o w n e r  o f  o i l  t h a t  w e  w a n t  t o  s h i p ,  a l o n g  

w i t h  o t h e r s  w h o  m i g h t  h a v e  b o u g h t  i t  o r  w h o  p r o d u c e d  i t  a n d ,  

b e c a u s e  o f  a r e s t r i c t i o n  in t r a n s p o r t a t i o n  c a p a c i t y ,  w e  a r e  a l l  

r e s t r i c t e d  f r o m  m o v i n g  a l l  t h e  o i l  w e  w o u l d  l i k e - - i t ' s  a p r o ­

r a t a  r e s t r i c t i o n - - n o b o d y  g e t s  f a v o r e d .  N o w ,  h o w e v e r ,  i f  i n  t h i s  

f i e l d  (we a r e  t a l k i n g  a b o u t  t h i s  s e c o n d  f i e l d )  w e  c h o o s e  t o  g o

P
i n  as a b u y e r  f r o m  o n e  p r o d u c e r  t h e r e ;  t h e n  t h i s  p r o p o s a l  r e ­

q u i r e s  us to b e c o m e  a c o m m o n  p u r c h a s e r  in t h a t  f i e l d  a n d  t o  t a k e  

p r o r a t a  f r o m  e v e r y b o d y ,  as I u n d e r s t a n d  i t. W e  s t i l l  c o u l d  t h e n  

t u r n  a r o u n d  a n d  f i n d  w e  a r e  r e s t r i c t e d  as a n  o w n e r  o f  t h a t  

p u r c h a s e d  o i l  f r o m  m o v i n g  a l l  t h a t  w e  w a n t  to m o v e ,  b e c a u s e  t h e  

p i p e l i n e  d o e s n ' t  h a v e  t h e  c a p a c i t y .

S I I 1 D E S :  M y  b a s i c  c o n c e r n ,  w h i c h  I t h i n k  y o u  h a v e  a n s w e r e d ,  b u t

I w a n t  to b e  s u r e  I u n d e r s t a n d  i f  s o m e o n e  c o n n e c t s  w i t h  y o u ,

t h e n  y o u  d o  h a v e  to b a c k  u p  t h e  P r u d h o e  O i l  a n d  t a k e  o i l . . . .

S P A H R :  O r  p r o v i d e  t h e  a d d i t i o n a l  c a p a c i t y  s o  t h a t  n o b o d y  g e t s

o n  t h e  p r o r a t a  p u r c h a s e .

T U S S I N G :  D o t h  t h i s  m o r n i n g  a n d  t h i s  a f t e r n o o n  y o u  h a v e  s a i d

t h a t  t h e  c o m p a n y  c o u l d ,  o r  w o u l d  n o t ,  g o  o n  w i t h  c o n s t r u c t i o n  

u n l e s s  t h e  p r o p o s e d  l e g i s l a t i o n  w e r e  a d o p t e d ,  s u b s t a n t i a l l y  as 

is. N o w  t h e s e  b i l l s  c o n t a i n  a v e r y  l a r g e  a n d  c o m p l i c a t e d  

s e l e c t i o n  o f  p r o p o s i t i o n s ,  s o m e  o f  w h i c h  a r e  c o n s i d e r a b l y  m o r e  

i m p o r t a n t  t h a n  o t h e r s  to t h e  S t a t e  a n d  s o m e  w h i c h  a r e  c o n s i d e r ­

a b l y  m o r e  i m p o r t a n t  t h a n  o t h e r s  to t h e  c o m p a n i e s .  W e  r e a l i z e
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t h a t  y o u  a r e  p r i v i l e g e d  t o  s p e a k  f o r  t h e  o t h e r  c o m p a n i e s .  I 

t h i n k  i t  w o u l d  b e  u s e f u l  t o  g o  t h r o u g h  t h e  b i l l s  a n d  t h e i r  

m a i n  d i s p o s i t i o n  a n d  i n d i c a t e  s o m e  o r d e r  o f  p r i o r i t y ;  t h a t  i s ,  

w h i c h  o f  t h e s e  t h i n g s  d o  y o u  t h i n k  a r e  r e a l l y  i n d i s p e n s a b l e .  

S p e c i f i c a l l y ,  w n i c h  of t h e m  a r e  t h i n g s  w i t h o u t  w h i c h  y o u  w o u l d  

n o t  g o  o n  w i t h  c o n s t r u c t i o n .  S e c o n d l y ,  w h i c h  a r e  t h i n g s  w h i c h  

w o u l d  n o t  n e c e s s a r i l y  b e  an o b s t a c l e  t o  i n i t i a l i n g  c o n s t r u c t i o n ,  

b u t  i n  t h e  a b s e n c e  o f  w h i c h  y o u  w o u l d  c o n t i n u e  t o  l i t i g a t e .

A n d ,  t h e n  t h i r d l y ,  t h o s e  t h i n g s  w h i c h  y o u  c h i n k  w o u l d  b e  w i s e  

f o r  t h e  S t a t e  t o  d o  a n d  v ^ u  w o u l d  u r g e  t h e  S t a t e  t o  d o, b u t  

m i g h t  n o t  b e  e i t h e r  a n  o b s t a c l e  t o  c o n s t r u c t i o n  o r  a c a u s e  o f  

a c t i o n  in a l a w  s u i t .

S P A H R :  I f  I m i g h t  r e s p o n d  to y o u  f o r  t h e  m o m e n t . . . t h i s  m o r n i n g

I i n d i c a t e d  n o t  t h a t  t h e  p i p e l i n e  c o m p a n i e s  o r  t h e  o i l  c o m p a n i e s  

c o u l d  n o t  o r  w o u l d  n o t  p r o c e e d  w i t h  p i p e l i n e  c o n s t r u c t i o n  if 

y o u  a l t e r  t h e  l e g i s l a t i o n .  w h a t  I t r i e d  t o  s a y  w a s  t h a t  i f  y o u  

d o  a l t e r  i t  s u b s t a n t i a l l y ,  t h e n  t h e r e  w i l l  b e  a n  e l e m e n t  o f  

d e l a y ,  c o m p a r e d  w i t h  t h e  s i t u a t i o n  t h a t  w i l l  p r e v a i l  if y o u  d o  

n o t  a l t e r  i t  s u b s t a n t i a l l y ,  b e c a u s e  n e w  e v a l u a t i o n s  o f  t h e  t o t a l  

a f f e c t  o f  t h e  a l t e r e d  l e g i s l a t i o n  w i l l  h a v e  to b e  m a d e  b y  

e v e r y b o d y  c o n c e r n e d ,  s o  t h a t  e a c h  p e r s o n  w i l l  b e  a b l e  t o  m a k e  

h i s  o w n  i n d i v i d u a l  d e c i s i o n  as to w h e t h e r  t h e  c h a n g e s  a r e  a c c e p t ­

a b l e  o r  n o t .  T h a t  t a k e s  t i m e  a n d  t h e  p o i n t  w a s  t h a t  t h e  r i c k  

w e  f a c e ,  t h e r e f o r e ,  w a s  t i m e  in t h e  v e r y  b e g i n n i n g .  A n d  t h e  

s e c o n d a r y  r i s k ,  o f  c o u r s e ,  is w h e t h e r  o r  n o t  t h e  c h a n g e s  m a d e  

w i l l  r e s u l t  in a n y  a l t e r a t i o n  o f  t h e  T A P S  c o n s o r t i u m ,  e t c .  I 

p o s e  t h o s e  t o  y o u  as p o s s i b i l i t i e s  t h a t  I t h i n k  a r e  r e a l  a n d  

s h o u l d  n o t  b e  o v e r l o o k e d .  N o w ,  i n  r e s p o n s e  to y o u r  s u g g e s t i o n
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t h a t  w e  o u g h t  t o  g o  t h r o u g h  t h i s  l e g i s l a t i o n  b i t  b y  b i t - - I ' d  

l i k e  t o  r e p e a t  w h a t  I i n d i c a t e d  t h i s  m o r n i n g - - t h a t  i n  o u r  

n e g o t i a t i o n s  w i t h  t h e  G o v e r n o r ,  w e  m a d e  i t  c l e a r - - a s  w e  f i n a l l y  

m a d e  c l e a r  b y  a c c e p t i n g  t h e  r e s u l t s - - t h a t  w e  w e r e  l o o k i n g  at a l l  

o f  o u r  p r o b l e m s  a n d  t r y i n g  t o  s o l v e  t h e m  a l l  as a p a c k a g e  a n d  

t h a t  i n  o u r  v i e w ,  whcit h a s  b e e n  p r e s e n t e d  t o  y o u  w i l l  s o l v e  o u r  

p r o b l e m s  i n  a w a y - - a n d  w e  b e l i e v e  f r o m  w h a t  t h e  G o v e r n o r  s a i d ,  

w o u l d  s o l v e  y o u r s - - i n  a w a y  t h a t  w o u l d  p e r m i t  us to g o  a h e a d  

a n d  p e r m i t  y o u  t o  l e t  us g o  a h e a d .  N o w  i f  y o u  a r e  g o i n g  t o  

e x a m i n e  t h e s e  l a w s  b i t  b y  b i t - - w e  h a v e  t h e  p e o p l e  a v a i l a b l e  w h o  

w i l l  d o  t h i s  w i t h  y o u - - b u t  I r e a l l y  d o n ' t  p r o p o s e  t o  t r y  to 

d i s m e m b e r  o r  d o  s u r g e r y  t o  a l l  t h i s  s t u f f .  W h a l  h a s  b e e n  p r e s e n t e d  

t o  y o u  is s o m e t h i n g  w e  c a n  b u y .  If y o u  c h o o s e  to c h a n g e  it, 

t h a t  w i l l  b e  y o u r  d e c i s i o n  a n d  t h e n  w e  w i l l  l o o k  a t  it.

T U F S I N G :  Y o u  a r e  s a y i n g  t h e n ,  t a k e  i t  o r  l e a v e  i t ?

S P A H R :  N o ,  I a m  n o t  r e a l l y  s a y i n g  t h a t .  I a m  s a y i n g  t h a t  a

b i t  b y  b i t  e x a m i n a t i o n  w i t h  m e  o f  t h i s  l e g i s l a t i o n  is n o t  g o i n g  

t o  b e  p r o d u c t i v e  b e c a u s e  1 a m  in n o  p o s i t i o n  t o  b a r g a i n  w i t h  

y o u  at t h i s  t i m e  o n  a l t e r a t i o n s  t o  t h i s - - s p o a k i n g  f o r  s e v e n  o i l  

c o m p a n i e s — I d o  n o t  h a v e  t h a t  c o m m i s s i o n  a n d  I d o n ' t  p r e s u m e  to 

b e  p r e s u m p t o u s  a b o u t  it.

T U S S I N G :  O n  t h e  s a m e  b a s i s ,  I c a n ' t  p r e t e n d  t o  s p e a k  f o r  t h e

c o m m i t t e e  m e m b e r s ,  b u t  i t  s e e m s  u n r e a l i s t i c  t o  c o m e  in h e r e  a n d  

e x p e c t  to g a t  t h e  e n t i r e  p a c k a g e ,  e v e r y  j o t  a n d  t i l t ,  p a s s e d  in 

i t s  f o r m - - i t ' 8  p r o p o s e d  f o r m - - a n d  I t h i n k  it w o u l d  b e  w o r t h w h i l e  

t o  p i c k  o u t  .some o f  t h e s e  t h i n g s  a n d  t o  a s k  q u e s t i o n s .  W h i c h  

o f  t h e s e  t h i n g s  f r o m  y o u r  o w n  p o i n t  o f  v i e w  y o u  c o u l d  n o t  l i v e  

wi t h .
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S P A H R :  W e l l ,  I h a v e  a l r e a d y  s a i d ,  t h i s  m o r n i n g ,  a n d  I w i l l  s a y

i t  n o w  v o l u n t a r i l y .  A n y  v e r y  s u b s t a n t i a l  c h a n g e  i n  t a x e s ,  i n  

r e g u l a t o r y  a r r a n g e m e n t s ,  i s  g o i n g  t o  r e q u i r e  a r e v i e w  o n  o u r  

p a r t  a n d  o n  t h e  p a r t  o f  t h e  o t h e r  o i l  c o m p a n i e s .  I h a d  h o p e d  

w h e n  I c a m e  h e r e  t h a t  t h e  L e g i s l a t u r e  w o u l d  e v e n t u a l l y  c o n c l u d e  

t h a t  t h e  t o t a l  c o n t e n t  o f  t h e  t a x  p a c k a g e  w a s  a d e q u a t e .  N o w  i f  

y o u  a r e  g o i n g  t o  r a i s e  s o m e  t h i n g s  a n d  l o w e r  o t h e r s  s o  t h a t  t h e  

c o n s e q u e n c e  f o r  u s  i s  a b o u t  t h e  s a m e ,  I ' d  h a v e  t o  p r e d i c t  t h a t  

t h a t  w o u l d  p r o b a b l y  w o r k  o u t ,  b u t  i t  w o u l d  s t i l l  h a v e  t o  b e  

e x a m i n e d .

T U S S I N G :  M a y  I a s k  t h e  C h a i r m a n  h e r e  w h e t h e r  h e  w a n t s  t o  p u r s u e

t h i s  l i n e  o f  r e a s o n i n g ,  b e c a u s e  I d o  t h i n k  i t  w o u l d  b e  u s e f u l  

t o  a s k  s p e c i f i c  q u e s t i o n s  a b o u t  s p e c i f i c  i t e n s ,  b u t  I t h i n k  t h a t  

i s  u p  t o  y o u  a n d  w h e t h e r  t h e  o t h e r  m e m b e r s  w a n t  t o  t r a v e l  a l o n g  

t h a t  r o a d .

S A C K E T T :  S i n c e  w e  d o  h a v e  o t h e r  p e o p l e  a v a i l a b l e  w h o  c o u l d

p r o b a b l y  a n s w e r  t h e s e  s p e c i f i c  q u e s t i o n s . . . .

S P A H R :  I d o u b t  t h a t  t h e y  w i l l  b e  a b l e  t o  a n s w e r  t h o s e . . .

S A C K E T T :  T h e  p e o p l e  t o m o r r o w ?

S P A H R :  I d o u b t  t h a t .

S A C K E T T :  W e l l ,  o b v i o u s l y  t h e y  w o n ' t  b e  a n s w e r e d ,  b u t  t h e n

p e r h a p s  t h r o u g h  t h e  A t t o r n e y  G e n e r a l ’s o f f i c e  a n d  t h e  G o v e r n o r ' s  

o f f i c e  w e  m a y  b e  a b l e  t o  d e t e r m i n e  e x a c t l y  t h e  p r i o r i t y . . . .
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T U S S I N G :  I n  t h a t  c a s e ,  l e t  m e  a s k  o n e  o t h e r  q u e s t i o n .  T h e

c i r c u m s t a n c e s  o f  t h e  w o r l d  e n e r g y  p i c t u r e  h a s  c h a n g e d  v e r y  

r a d i c a l l y  i n  t h e  l a s t  t w o  y e a r s ,  a n d  p a r t i c u l a r l y  i n  t h e  l a s t  

t w o  w e e k s ,  a n d  o n e  o f  t h e  c o n s e q u e n c e s  o f  t h a t  c h a n g e  i s  t h e  

v a s t l y  i n c r e a s e d  u r g e n c y  o f  d e l i v e r y  o f  A l a s k a n  o i l  t o  t h e  

L o w e r  4 8  m a r k e t s ,  a n d  t h e  v a s t l y  i n c r e a s e d  v a l u e  f o r  t h a t  o i l  

t o  i t s  o w n e r s ,  b o t h  t h e  S t a t e  o f  A l a s k a  a n d  t h e  o p e r a t i n g  

c o m p a n i e s .  A s  f a r  a s  I k n o w ,  n o b o d y  h a s  d o n e  t h e  c a l c u l a t i o n s  

a n d  r e v i s e d  r e v e n u e  p r o j e c t i o n s  i n  v i e w  o f  d e v e l o p m e n t s  i n  t h e  

p a s t  t w o  w u e k s . P e r h a p s  i t  w o u l d  n o t  b e  U n r e a s o n a b l e  t o  p r o j e c t  

d o l l a r  v a l u e s  a t  t h e  w e l l h e a d - - i n  f a c t ,  v a l u e s  t w o  o r  t h r e e  

t i m e s  t h o s e  t h a t  w e r e  p r o j e c t e d  ( n o i s e  o n  t a p e . . .  m i s s e d  n e x t  

c o u p l e  o f  w o r d s ) . . . . I n t e r i o r  D e p a r t m e n t ' s  t a x  s t a t e m e n t  2 - 1 / 2  

y e a r s  a g o .

S P A H R :  I d o  h a v e  r e a s o n  t o  b e l i e v e  t h a t  y o u r  S t a t e  A d m i n i s t r a ­

t i o n  i s  d i l i g e n t l y  w o r k i n g ,  a n d  c o n s t a n t l y ,  t c  k e e p  s u c h  i n f o r m a ­

t i o n  u p d a t e d .

T U S S I N G :  W e l l ,  t h a t  r e a l l y  i s  n o t  t h e  p o i n t .  I n  v i e w  o f  t h e

i m m e n s e l y  g r e a t e r  v a l u e  a n d  g r e a t e r  u r g e n c  / ->f A l a s k a n  o i l ,  

d o e s n ' t  i t  s e e m  t h a t  w h a t e v e r  d i f f i c u l t i e s  o r  c o m p l i c a t i o n s ,  

e i t h e r  i n  f i n a n c i n g  o r  i n  t h e  o v e r a l l  a t t r a c t i v e n e s s  o f  t h e  o v e r ­

a l l  p r o j e c t  w o u l d  b e  c r e a t e d  b y  e x i s t i n g . . .  ( n o i s e  o n  L a p e - - m i s s e d  

n e x t  w o r d  o r  t w o ) . . . d i f f i c u l t i e s  a n d  b u r d e n s  w o u l d  b e  s u b ­

s t a n t i a l l y  l e s s  b u r d e n s o m e  a n d  s u b s t a n t i a l l y  m o r e  b e a r a b l e  t h a n  

t h e r e  w e r e  i n  t h e  t i m e  w h e n  t h e  c o m p a n i e s  I n i t i a t e d  t h e i r  l i t i g a ­

t i o n  a g a i n s t  t h e  S t a t e ' s  l a w s .
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S F A H R  • I b e l i e v e  w h e n  y o u  a s k  t h a t  q u e s t i o n  y o u  a r e  i g n o r i n g  

t h e  r e a l i t i e s  o f  f i n a n c i n g  c h o i c e s  t h a t  h o l d e r s  o f  m o n e y  a n d  

f u n d s  t o  i n v e s t  h a v e  t o  m a k e ;  p a r t i c u l a r l y  w h e n  t h o s e  p e o p l e  

c a n  r e a s o n ,  a s  I b e l i e v e  t h e y  c a n ,  t h a t  t h e y  h a v e  a m u l t i p l e  

o f  c h o i c e s ,  a l l  o f  w h i c h  w i l l  b e  b e n e f i c i a l  i f  c h o s e n ,  t o  t h e  

c o u n t r y  a s  w e l l  a s  t o  t h e  o w n e r s  o f  t h e  m o n e y .

T U S S I N G :  Y o u  t h i n k  t h a t  t h i s  i s  o n e  o f  t h e  l e s s  d e s i r a b l e

a l t e r n a t i v e s  t h a t  i s  p r o v i d e d . . . .

S P A H R :  W o u l d  y o u  s a y  t h a t  a g a i n ?

T U S S I N G :  W e l l ,  I t h i n k  y o u  a r e  i m p l y i n g  t h a t  A l a s k a  N o r t h

S l o p e  d e v e l o p m e n t  a n d  d e l i v e r y  o f  i t s  o i l  t o  m a r k e t  w o u l d  g o  

d o w n  s u b s t a n t i a l l y . . . s o  s u b s t a n t i a l l y  i n  t h e  r a n k i n g  o f  

d e s i r a b l e  i n v e s t m e n t s  t h a t  t h i n  p r o j e c t  w o u l d  n o  l o n g e r  b e  o f  

s u b s t a n t i a l  i n t e r e s t  t o  t h e  g o v e r n m e n t .

S P A H R :  O n  t h e  c o n t r a r y . . . .  a  d i f f e r e n t  n u a n c e . . . I  w a n t  t o  r e m i n d

y o u ,  f o r  e x a m p l e ,  t h a t  o n e  o f  t h e  f e a t u r e s  o t  t h e  p r e s e n t  

l e g i s l a t i o n  i s  t h a t  t h e  S t a t e  h a s  a n  o p t i o n  t o  b u y  2 0 %  o f  t h e  

p i p e l i n e ,  a t  a t i m e  o f  i t s  c h o o s i n g  u n d e r  c i r c u m s t a n c e s  w h e r e  

it  c a n  n e g o t i a t e .  N o w  I s u b m i t  t h a t  t h a t  o p t i o n  s t a y s  i n  t h e r e  

i n  t h e  f i r s t  p l a c e  t h e  S t a t e  i s  n o t  g o i n g  t o  e x e r c i s e  i t  e x c e p t  

u n d e r  w h a t  i t  c o n s i d e r s  t o  b e  t h e  m o s t  o p p o r t u n e  t i m e .  N o w ,

I w o u l d  l i k e  f o r  t h i s  t o  b e  u n d e r s t o o d .  W h e n  o n e  g o e s  t o  a 

p r o s p e c t i v e  l e n d e r ,  a n d  in t h i s  c a s e  i t  w i l l  b e  a s u b s t a n t i a l  

i n s u r a n c e  i n s t i t u t i o n  o r  b i g  p e n s i o n  f u n d ,  o r  s o m e t h l n q  e l s e  

s i m i l a r ,  t o  p r o p o s e  t h a t  t h e y  l e n d  u s  m o n e y - - - w e  a r e  g o i n g  t c  

t a l k  t o  p e o p l e  w i t h  s u b s t a n t i a l  f u n d s  o f  k n o w l e d g e  i n  f i n a n c i n g
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m a t t e r s  a n d  c h o i c e s ,  a n d  t h e y  a r e  g o i n g  t o  s e e  t h a t  o f  t h e  b o n d s  

t h a t  t h e y  a r e  c o n s i d e r i n g ,  f o r  u s ,  t h a t  2 0 %  o f  i t  i s  n o t  g o i n g  

t o  h a v e  a n  a s s u r e d  b a s e  i n  t e r m s  o f  b e i n g  o u t s t a n d i n g  o r  e a r n i n g  

c a p a c i t y ,  a n d  v e r y  l i k e l y ,  s o m e  d e v e l o p m e n t  t h a t  o n l y  t h e  S t a t e  

w i l l  c o n t r o l ,  m a y  f i n d  t h a t  t h e y  h a v e  t h e  f u n d s  b a c k  o n  t h e i r  

h a n d s  t o  r e i n v e s t  a g a i n .  S o  t h i s  w i l l  h a v e  a n  e f f e c t  u p o n  t h e i r  

a t t i t u d e  a b o u t  w h a t  t h e  t e r m s  o f  t h e i r  l e n d i n g  w i l l  b e .  I t  w i l l  

h a v e  a n  e f f e c t  u p o n  t h e i r  j u d g m e n t  a s  t o  w h e t h e r  t h i s  i s  a b e t t e r  

i s s u e  t h a n  s o m e  o t h e r  o n e  w h e r e  t h e  s a m e  r e t u r n  i s  p r o v i d e d  b u t  

w h e r e  t h e  r i s k  i s  n o t  t h e r e .  T h o s e  a r e  t h e  k i n d s  o f  t h i n g s  t h a t  

w i l l  e f f e c t  a  l e n d e r ' s  d e c i s i o n s  i n  m y  v i e w .  A n d ,  i n  m y  v i e w ,  

w h i c h  I h a d  c h e c k e d  o u t  w i t h  o u r  f i n a n c i a l  a d v i s o r ,  M o r g a n  

S t a n l e y ,  I f e e l  I ' v e  g o t  g r e a t  s u p p o r t  a n d  c o n f i d e n c e  t h a t  w i t h  

t h a t  k i n d  o f  a n  o p t i o n  t h e r e ,  w e ' r e  n o t  g o i n g  t o  g e t  t h e  p i p e l i n e  

f i n a n c e d  o n  a  r e a s o n a b l e  b a s i s ,  i f  a t  a l l .  N o w  i f  w e  a m  a l s o . . .

T U S S I N G :  T h i s  i s  o n e  o f  t h e  t h i n g s  y o u  c a n ' t  l i v e  w i t n ?

S P A H R :  T h a t  i s  o n e  o f  t h e  t h i n g s  w e  c a n ' t  l i v e  w i t h - - o n e  a m o n g

m a n y .  I ( i  t r y i n g  t o  g i v e  y o u  a p i c t u r e  o f  o u r  f i n a n c i n g  s t o r y  

a u u  I d o n ' t  t h i n k  I a m  g e t t i n g  i n  a p o s i t i o n  w h e r e  y o u  a r e

g e t t i n g  m e  t o  s a y  t h i n g s  I s a i d  I w o u l d n ' t  s a y ,  b u t  I d o  w a n t  y o u

t o  u n d e r s t a n d  t h e  f i n a n c i n g  p r o b l e m .  T h a t ' s  o n e  f e a t u r e .  I f  w e

a r e  g o i n g  t o  h a v e  a f e a t u r e ,  s u c h  a s  t h e  o n e  y o u  n o w  h a v e ,  o n  t h e

p i p e l i n e  l e a s i n g  a c t ,  w h i c h  p u t s  a s e v e r e  l i m i t a t i o n  o n  o u r  

r e t e n t i o n  o f  e a r n i n g s  a s  a  p i p e l i n e  c o m p a n y ,  w h e n  i t  g e t s  b e y o n d  

a  c e r t a i n  p e r c e n t ,  i t  h a s  t h e  a u t o m a t i c  r e s u l t  o f  l o w e r i n g  t h e  

c o v e r a g e  o f  f i x e d  c h a r g e s  a n d . . .  ( n o i s e  o n  t a p e - - c o u l d n ' t h e a r  

n e x t  t w o  w o r d s ) . . . a n d  m a k i n g  i t  l e s s  a t t r a c t i v e  t h a n  w o u l d  o t h e r -
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w i s e  b e  t h e  c a s e  i f  w e  c a n  g o  t o  7 % .  A g a i n ,  t h i s  i s  g o i n g  t o  

h a v e  a n  e f f e c t  o n  t h e  b o n d  r a i s i n g  a n d  s o  o n - - e v e n  t h o u g h ,  a s  

y o u  m i g h t  s u g g e s t ,  w e  e n j o y  a q u a s i - p u b l i c  u t i l i t y  s t a t u s .

T h e r e  i s  n o  q u e s t i o n  a b o u t  i t  i n  m y  m i n d .  T h e  m o n e y  i s  g o i n g  

t o  b e  l e n t  a t  t h e  b e s t  t e r m s  f o r  t h e  b e s t  p o s s i b l e  c o n d i t i o n s  

o f  c o v e r a g e  a n d  r e c o u p m e n t  a n d  g a i n  t h a t  a r e  g o i n g  t o  e x i s t  

a n d  t o  t h e  e x t e n t  t h a t  w e  a r e  h a n d i c a p p e d  u p  h e r e ,  w e ' l l  b e  

h u r t .  N o w  t h e  p i p e l i n e  h a s  t o  b e  f i n a n c e d  s e p a r a t e l y  f r o m  t h e  

N o r t h  S l o p e .  W e  h a v e  t o  w a t c h  o u r  t o t a l  c o r p o r a t e  c r e d i t  

a r r a n g e m e n t s .  I f  f i n a n c i n g  i s  g o i n g  t o  h a v e  t o  b e  s u p p o r t e d  b y  

t h r o u g h - p u t  a g r e e m e n t s ,  t h e y  a r e  g o i n g  t o  h a v e  t o  b e  n o t e d  o n  

t h e  b a l a n c e  s h e e t s  a n d  s o  o n ,  b u t  t h e r e  a r e  d i f f e r e n c e s  i n  t h e  

w a y ,  a s  I a m  s u r e  y o u  k n o w ,  a n a l y s t s  e v a l u a t e  t h i n g s  t h a t  a r e  

o n  y o u r  d i r e c t  b a l a n c e  s t a t e m e n t  a n d  y o u r  f o o t n o t e s ,  a n d  t h e y  

w i l l  l o o k  a t  t h e  t o t a l s  t o o ,  s o  t h i s  i s  a  v e r y  i m p o r t a n t  e l e m e n t  

a l o n g  w i t h  o t h e r s .

S A C K E T T :  I w o u l d  l i k e  t o  c a l l  a  t e n  m i n u t e  r e c e s s .  ( T A P E  O F F

A N D  T H E N  O N  A G A I N . )  A r e  t h e r e  a n y  f u r t h e r  q u e s t i o n s  f r o m  

C o m m i t t e e  m e m b e r s ?  F r o m  S e n a t o r s ?  S e n a t o r  H e n s l e y .

H E N S L E Y :  M r .  S p a h r ,  o n e  o f  t h e  p i e c e s  o f  l e g i s l a t i o n  t h a t  h a s

c a u s e d  s o m e  d i s s e n t i o n  i n  t h e  m e m b e r s  o f  t h e  l e g i s l a t u r e  i s  t h e  

a d  v a l o r e m  t a x ,  a n d  I d o n ' t  b e l i e v e  t h e r e  a r e  m a n y  t h a t  q u a r r e l  

w i t h  t h e  i d e a  o f  t h e  t a x ,  b u t  i n  m y  o p i n i o n ,  I d o n ' t  t h i n k  i t  i s  

a m a j o r  p o r t i o n  o f  t h e  a g r e e m e n t - - i n  t e r m s  o f  t i m e ,  a n d  i n a s m u c h  

a s  w e  h a v e  s e v e r a l  p i e c e s  o f  l e g i s l a t i o n  t h a t  a r e  g o i n g  t o  

t a k e  s o m e  t i m e  t o  w o r k  o u t ,  I w o u l d  l i k e  t o  k n o w  w h e t h e r  i t  i s  

o f  a n y  d i f f e r e n c e  t o  y o u  w h e t h e r  o r  n o t  w e ,  t h e  L e g i s l a t u r e ,
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e n a c t  t h e  a d  v a l o r e m  t a x  n o w ,  o r  t h e  n e x t  s e s s i o n .

S P A H R :  W e l l ,  i f  y o u  d o n ' t  e n a c t  i t  n o w ,  w e  d o n ' t  h a v e  t o  w o r r y

a b o u t  p a y i n g  i t  f o r  a w h i l e ,  I g u e s s .  I f  y o u  e n a c t  i t  a t  t h e  

n e x t  s e s s i o n  a n d  t h e  t o t a l  a m o u n t  i s n ' t  c h a n g e d  t h a t  s o o n ,  I 

d o n ' t  t h i n k  w e  w o u l d  h a v e  a  p r o b l e m .  W e  h a v e  n o  r e a s o n  t o  

i n t e r f e r e  i n ,  o r  s u g g e s t  a n y t h i n g ,  w i t h  r e s p e c t  t o  h o w  t h a t  t a x  

i s  d i v i d e d  u p ,  a s  I h a v e  p r e v i o u s l y  s i a d ,  s o  I g u e s s  I w o u l d  

h a v e  t o  s a y  t h a t  n o n - a c t i o n  o n  t h e  a d  v a l o r e m  t a x ,  i n s o f a r  a s  

w e  a r e  c o n c e r n e d  w o u l d  n o t  b e  a  p r o b l e m ,  b u t  i t  c o u l d  v e r y  w e l l  

b e  a  p r o b l e m  f o r  t h e  A d m i n i s t r a t i o n  o f  t h e  S t a t e ,  I s u p p o s e ,  

b e c a u s e  i t  i s  a n  i m p o r t a n t  e l e m e n t  t o  t h e m .  Y o u  k n o w ,  I s h o u l d  

a d d  h e r e ,  I t h i n k ,  m a k e  i t  c r y s t a l  c l e a r  t h a t  m y  o w n  v i e w ,  w h i c h  

I t h i n k  i s  a c c u r a t e ,  o f  t h e  w a y  t h i s  l e g i s l a t i v e  p a c k a g e  d e v e ­

l o p e d  w a s  t h a t  t h r o u g h  o u r  d i s c u s s i o n s ,  t h e  G o v e r n o r  g o t  a  c l e a r  

i d e a  o f  o u r  c o n c e r n s  a n d  i d e a s  a n d  a t t i t u d e s  a n d  f r o m  t h a t  h e  

d e v e l o p e d  a s e r i e s  o f  p r o p o s e d  l a w s  w h i c h  w e  s a i d ,  i n  e f f e c t ,  w e  

c a n  a c c e p t  i n  t h e i r  e n t i r e t y ,  a n d  s o  i f  I h a v e  s o u n d e d  a s  i f  I 

h a v e  b e e n  d e f e n d i n g  w h a t  m y  p r e s e n t a t i o n  t o  y o u - - I  c e r t a i n l y  w a n t  

t o  c o r r e c t  t h a t  i m p r e s s i o n .  I t  i s  a t e c h n i c a l i t y ,  b u t  I t h i n k  

i t  i s  a n  i m p o r t a n t  o n e  f o r  a l l  o f  u s  t o  u n d e r s t a n d .

H E N S L E Y :  Y o u r  f e e l i n g  i s  t h a t  t h a t  p o r t i o n  o f  t h e  p a c k a g e  i s

n o t  s u c h  m a j o r  c o n c e r n  t o  y o u  a s  s o m e  o t h e r  a s p e c t s  o f  t h e  

p a c k a g e . . .

S P A H R :  I f  y o u  w o u l d  n e v e r  p a s s  i t ,  I w o u l d  b e  d e l i g h t e d l

H E N S L E Y :  F i n e .  T h e n  i f  w e  c a n  c o n v i n c e  t h e  G o v e r n o r  t h a t  i t

m a y  n o t  b e  w o r t h  t h e  L e g i s l a t o r ' s  t i m e  a t  t h e  m o m e n t  t o  g o  i n t o
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a  b a t t l e  o v e r  t h e  d i s t r i b u t i o n  o f  t h a t  a n d  s a v e  t h a t  p o r t i o n  

o f  i t  u n t i l  s u c h  t i m e  a s  w e  c a n  f u l l y  e x p l o r e  t h e  i m p a c t  o n  t h e  

S t a t e ' s  c o m m u n i t i e s  b e t w e e n  n o w  a n d  t h e  n e x t  s e s s i o n .

S P A H R :  I t  w o u l d  b e  h e l p f u l ,  a n d  I a m  s u r e  t h a t  t h e  a n s w e r  t o

t h i s  w i l l  h a v e  t o  b e ,  w e  c a n ' t  d o  i t  —  i t  w o u l d  b e  h e l p f u l  i f  

I w e r e  t o  k n o w  t h a t  e v e n  t h o u g h  y o u  d o n ' t  p a s s  i t ,  t h a t  y o u r  

p r e s e n t  i n t e n t  i s n ' t  t o  d e l a y  a n d  u p  i t  s u b s t a n t i a l l y .

P A L M E R :  w h y  i s  t h a t  t a x  a n y  d i f f e r e n t  t h a n  a n y  o t h e r s ?  W e l l ,

i n  e s s e n c e  y o u  a r e  s a y i n g  t h a t  i f  w e  p a s s  i t  n o w  a t  3 0  m i l s ,  i t  

m i g h t  c h a n g e  t h i n g s  s o  m u c h  w e  c a n ' t  b u i l d  t h e  p i p e l i n e .  I s n ' t  

t h a t  w h a t  y o u  a r e  s a y i n g ?  T h a t  y o u  w o u l d  h a v e  t o  g o  b a c k  a n d  

l o o k  a t  t h e  o t h e r  t h i n g s  a g a i n  a n d ,  t h e r e f o r e ,  c a u s e  a  d e l a y ?

S P A H R :  I h a v e  s a i d  t h a t .  H e r e  y o u  c o u l d  p u t  y o u r s e l f  i n  a

p o s i t i o n  o f  g i v i n g  u s  n o t h i n g  t o  r e - e x a m i n e  e x c e p t  t h e  l a c k  o f  

a  d e t e r m i n a t i o n  o n  y o u r  p a r t  a n d  w e  w o u l d  j u s t  h a v e  t o  d e c i d e  

o n  a  h o p e  t h a t  t h i n g s  w o u l d n ' t  b e  g r e a t l y  d i f f e r e n t .  T h a t  c o u l d  

b e  d o n e ,  I a m  s u r e .  S o m e  p e o p l e  m i g h t  s a y  w e  d o n ' t  w a n t  t o  

d e a l  i n  a  l a c k  o f  s e c u r i t y — w e  a c t e d  i n  g o o d  f a i t h - - a t  t h e  

p r e s e n t  t i m e  i t  w o u l d  a p p e a r  t h a t  t h e s e  t a x e s  a r e  a d e q u a t e — w e  

w o u l d  e x p e c t  i n  a p a s s a g e  o f  t i m e ,  n o t  n e c e s s a r i l y  j u s t  a f e w  

w e e k s ,  t h a t  y o u  m i g h t  f i n d  t h a t  y o u  w o u l d  h a v e  t o  d o  s o m e t h i n g  

e l s e ,  b u t  w e  w o u l d n ' t  e x p e c t  t h a t  y o u  w o u l d  h a v e  t o  d o  s o m e t h i n g  

m o r e - - a n d  " y o u " ,  I a m  s p e a k i n g  f i g u r a t i v e l y  a s  i f  I w e r e  t a l k i n g  

t o  t h e  G o v e r n o r  a g a i n .
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S A C K E T T :  C o r r e c t  m e  i f  I a m  w r o n g - - i s  n o t  t h e  t a x  a t  t h e

p r e s e n t  t i m e  a t  a r a t e  o f  3 0  m i l s ?  W a s  t h i s  n o t  t a k e n  i n t o  

c o n s i d e r a t i o n  b y  t h e  o i l  c o m p a n i e s  a n d  d i d  t h e y  n o t  k n o w  t h a t  

i f  t h e  p i p e l i n e  w e r e  c o n s t r u c t e d  t h a t  B o r o u g h s  u n d e r  t h e  

e x i s t i n g  t a x  m e t h o d  w o u l d  p r o b a b l y  h a v e  c o m e  i n t o  e x i s t e n c e ?

S P A H R :  I t h i n k  y o u ' d  b e t t e r  e n u n c i a t e  t h a t  a g a i n  s o  I m a k e

s u r e  I a n s w e r  y o u .

S A C K E T T :  I s n ' t  t h e  t a x  m i l l a g e  n o w  a t  3 0  m i l s ?

S P A H R :  I t h o u g h t  t h e  t a x  m i l l a g e  n o w  - -  l i m i t  w a s  a t  3 0  m i l s ,

a n d  I d i d n ' t  u n d e r s t a n d  t h a t  t h a t  w a s  b e i n g  a p p l i e d  e v e r y w h e r e  

b y  a n y  m e a n s .

S A C K E T T :  W a s n ' t  t h i s  t a k e n  i n t o  c o n s i d e r a t i o n  t h o u g h  i n i t i a l l y

b y  t h e  p i p e l i n e ,  t h e  o i l  c o m p a n i e s ,  t h a t  a n y o n e  c o u l d  h a v e

c h a r g e d  u p  t o  3 0  m i l s  a n d  t h a t  a s  s o o n  a s  ----  e v e n  t h o u g h  t h e r e

a r e n ' t  B o r o u g h s  c r e a t e d  a l o n g  t h e  e n t i r e  r o u t e ,  t h a t  a s  s o o n  a s  

t h e  p i p e l i n e  w e r e  c o n s t r u c t e d ,  t h a t  B o r o u g h s  w o u l d  d e f i n i t e l y  

h a v e  b e e n  c r e a t e d ?

S P A H R :  W e l l ,  I c a n  a s s u r e  y o u  w e  d i d n ' t  l o o k  a t  i t  t h a t  w a y .

O u r  t h o u g h t  w a s  m o r e  l i k e  t h i s .  W e  a r e  b r i n g i n g  t o  t h e  S t a t e  a 

v a s t  n e w  a s s e t  t h a t  c a n  b e  t a x e d  a n d  I d o n ' t  r e c a l l  - -  I d o n ' t  

t h i n k  I e v e r  k n e w  w h e n  l e g i s l a t i o n  a f f e c t i n g  t h e  3 0  m i l  l i m i t  

w a s  p a s s e d .  B u t ,  w e  a r e  b r i n g i n g  m o r e  a s s e t s  u n d e r  t h e  t a x a t i o n  

p o s s i b i l i t y  a n d ,  t h e r e f o r e ,  t h e  t o t a l  a m o u n t  o f  t a x  a v a i l a b l e  

w i t h  2 0  m i l s  w o u l d ,  i n  o u r  v i e w ,  e x c e e d  w h a t  m i g h t  h a v e  b e e n  

a v a i l a b l e  u n d e r  t h e  o l d  c i r c u m s t a n c e s  t h a t  p r e v a i l e d  w h e n  t h e
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3 0  m i l ,  o r  u p p e r  l i m i t ,  w a s  e n a c t e d ,  w h e n e v e r  t h a t  w a s .

S A C K E T T :  T h a t  h a s  b e e n  e n a c t e d  f o r  q u i t e  a  f e w  y e a r s .  Y e s ,

S e n a t o r  C r o f t .

C R O F T :  A s  I u n d e r s t a n d  y o u r  s t a t e m e n t ,  i f  w e  w e r e  t o  c h a n g e

t h e  m i l  l e v y  o r  t h e  s e v e r a n c e  t a x  r a t e  a n d  p a s s  t h e  G o v e r n o r ' s  

p a c k a g e ,  y o u  a r e  n o t  i n  a p o s i t i o n  t o  s a y  t h e n  t h a t  t h e  T r a n s -  

A l a s k a  P i p e l i n e  c o u l d  s t i l l  b e  b u i l t ?

S P A H R :  S e n a t o r  C r o f t ,  y o u  p u t  t h e  q u e s t i o n  i n  a w a y  t h a t  I

d i s l i k e  a n s w e r i n g .  I a m  n o t  i n  a p o s i t i o n  t o  s a y  i f  y o u  c h a n g e

t h e  t o t a l  t a x  b a s e  i n  a n y  s u b s t a n t i a l  w a y  w h a t  t h e  r e a c t i o n s

o f  o t h e r  p a r t i e s  w i i 1 b e .  A n d ,  t h e r e f o r e ,  1 h a v e  t r i e d  t o  s a y  

I f e e l  t h a t  w e  a u t o m a t i c a l l y  w i l l  b e  i n v o l v e d  i n  t h e  u s e  o f  

s o m e  t i m e  t o  a s c e r t a i n  t h a t  a n d  t o  f i n d  o u t  w h a t  t h e  c o n s e q u e n c e s

w o u l d  b e  i n  t e r m s  o f  p a r t i c i p a t i o n  b y  e v e r y b o d y ,  o r  f a l l - o u t  o f

s o m e  k i n d  o r  o t h e r ,  e t c .

C R O F T :  S u p p o s e  w e  r a i s e  t h e  m i l l  r a t e  f r o m  2 0  t o  3 0  m i l s - - w h a t

w o u l d  b e  t h e  p o s i t i o n  o f  S O H I O ?

S P A H R :  W e  w o u l d  b e  d i s m a y e d .

C R O F T :  W o u l d  y o u  s t i l l  b u i l d  t h e  l i n e ?

S P A I 1 R :  I d o n ' t  k n o w .

C R O F T :  Y o u  r e a l l y  d o n ' t  k n o w  w h e t h e r  y o u  w o u l d  s t i l l  p a r t i c i p a t e ?

S P A H R :  I t h i n k  w e  w o u l d  w a n t  t o  e x a m i n e  v e r y  c a r e f u l l y  w h e t h e r  

w e  w o u l d  w a n t  t o  o p t  f o r  t r y i n g  t o  e n c o u r a g e  s o m e  o t h e r s  t o  t a k e  

a  d i f f e r e n t  p e r c e n t a g e ,  g e t  r e l i e f  f o r  s o m e ,  c o n s i d e r  t h e  F e d e r a l
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p a r t i c i p a t i o n ,  m u c h  a s  I d i s l i k e  s o m e  o f  t h e  f e a t u r e s  o f  i t ,  

a n d  s o  o n .

C R O F T :  Y o u  i n d i c a t e d  t h a t  y o u  m i g h t  e n c o u r a g e  o t h e r s  t o  t a k e

a p e r c e n t a g e  o f  t h e  p r e s e n t  p a r t i c i p a t i o n .  A r e  t h e r e  a r r a n g e ­

m e n t s  b e t w e e n  t h e  o w n r . r  c o m p a n i e s  a t  t h i s  t i m e  r e g a r d i n g  t h a t ?

S P A H R :  T h e r e  i s  a p r o v i s i o n  i n  a n  a g r e e m e n t  t h a t  e x i s t s  a m o n g

t h e  o w n e r  c o m p a n i e s  t h a t  p r o v i d e s  f o r  a  m e a n s  o f  r e a l l o c a t i n g  

o w n e r s h i p  a s  t h e  p i p e l i n e  c a p a c i t y  i s  e n l a r g e d ,  t h a t  p r o v i d e s  

f o r  t h e i r  n o m i n a t i n g  c a p a c i t y  f o r  d e t e r m i n a t i o n  o f  w h a t  t h e  n e w  

c a p a c i t y  a l l o c a t i o n s  w i l l  b e  u p  t o  1 0 0 %  a n d  t h a t ’s a l l  t h a t  w e  

h a v e .  B u t  t h i s  p r o v i s i o n  w a s  p u t  i n t o  t h e  c o n t r a c t  b e c a u s e  t h e  

c o n t r a c t  w a s  p r e p a r e d  a t  a  t i m e  w h e n  t h e  p o t e n t i a l  o f  P r u d h o e  

B a y  w a s n ' t  v e r y  d e f i n i t e .  P e o p l e  t h o u g h t  t h e y  h a d  c e r t a i n  

i n t e r e s t  i n  t h e  f i e l d ,  b u t  t h e y  w e r e n ' t  s u r e ,  a n d ,  o f  c o u r s e ,  

a s  i t  h a s  t u r n e d  o u t ,  t h e r e  h a v e  b e e n  d i f f e r e n c e s  f r o m  e x p e c t a ­

t i o n s  .

C R O F T :  I s  S O H I O  f r e e  t o  s e l l  i t s  i n t e r e s t  i n  t h e  p i p e l i n e  t o

a n y b o d y  w i t h o u t  o b t a i n i n g  a p p r o v a l  o f  a n y  o f  t h e  T A P S .......

E N D  O F  T A P E .

- 43 -

AGO 533703



CROFT: The exact terms of the options of the companies to

p u r c h a s e  has not b e e n  w o r k e d  out yet?

SPAHR: Oh, yes. Its all by formula, the price is established.

F o r  example, if we were to increase or decrease our ownership  

the price involved would recompen se us for the costs we've 

paid or we'd have to recompense the other fellow, plus 

interest, for the time he had had the ownership for our benefit.

CROFT: That hasn't caused any finan c i n g  problems?

SPAHR: No, its all very finite. It hasn't caused financing

probl e m s  b e cause we haven't tried to finance. We have to 

settle the issue of r e a r r a n g i n g  ownership  be fore we go to 

financing. I kno w we won't have to. We'll do it promptly.

We haven't gone to any of the financin g companies. W e' ve 

had lots of talk based on supposition.

CROFT: If that same arrangement were w orked out with the

State, w o uld you still anticipate that that w ould cause 

f i n a ncing problems as far as the option was concerned?

SPAHR: That would require the State to get in a posi tion

of p u t t i n g  or t a kin g without option. We all have the same 

pr i v i l e g e  for o p ting for new proposals of ownership as the 

pi p el ine increases to fit the realities of the development 

of the North Slope. In order to do it though, we have to

pick up a h u ndred ___________  or none of it works. There is

a great deal worked into this to gu arantee 100$ performance,
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unless there is unanimity on change.

CROFT: If the State had the same option, would that cause

f inancing problems?

SPAHR: If the State had a similar option, I must qualify my

words by d e f e r r i n g  to lawyers who have read it more recently 

than I, then it would have to tie its o b l i g a t i o n  to its 

expected ownership of oil. It w ould have to expect that It 

w ould be forced to take 12 1/2$ for example, or perhaps 20$, 

d e p e n d i n g  w h e t h e r  we are l o oking at royalty oil alone or the 

conseq uence of severance tax. And be p r e pa red to take this 

base and pay for it and reimburse us for our expenses or 

pass the option up as soon as we decide what we are going to 

do. We are going to do this very quickly and befor e the 

c o n s t r u c t i o n  starts I ’m sure, or simu lt a n e o u s l y  with it as 

a practical matter. So the apparent options, we are probably  

us i n r  the te rm a little loosely, really are not going to 

e x i s t .

CROFT: There will be an option as soon as you decide on

the capacity and through put of 1.2, what happens w h e n  you 

get above 1.2, there will still be an option among the owner 

companies?

SPAHR: There will be another opport u n i t y  to determine w h e t h e r

we opt up to 1.2 or not, and as I recall, the full space has 

to be taken.
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CROFT: At the time you obtain fi nancing there wi ll be an

o ption among all of the companies to pa rticipate u n d e r  c e rtain  

ci r c u m s t a n c e s  in an increased or decreased ownership, and you 

don't a nticipate  that will cause any f inancing problems?

SPAHR: No because  ther will have to be complete coverage of

it if its to happen.

CROFT: Do you b e lieve that the only f inancing problems

faced by the companies are the 1972 oil legislation that we 

passed?

SPAHR: I have no idea what the other companies financing

p r o b l e m s  are.

CROFT: What about SOHIO's.

SPAHR: We have a lot of d i fficul ties that we have to m anage

in a d d i t i o n  to this one.

CROFT: Of significant size?

SPAHR: Yes.

CROFT: You indicated that the public's attitude toward

f i n a n c i n g  the line might cause financing problems. If the 

1972 l e g i s l a t i o n  is not resolved by adoption of the Governor's 

p a c k a g e  you antic ipate some financing problems, is that correct? 

SPAHR: It wo uld be move accurate to say that we would have

to go ahead and ascer tain what the results of the legal action
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wo u l d  be to a finite c o n c l u s i o n  before we can evaluate what 

we can or should do.

CROFT: I thought you said this m o r n i n g  that the 1972 l e g i s­

lation caused some f i n a n c i n g  dif ficulties with some of the 

s m all er companies.

SPAHR: No, I tried to say that the 1972 legis l a t i o n  caused

f i n a ncing problems for all of us, in terms of the q u ality of 

the financin g proposal we w ould be able to b r i n g  to prospe c t i v e  

lenders. The degree of d i f f i c u l t y  would vary from company to 

company d e p e n d i n g  upon a lot of things.

CROFT: I understood  you to say that some of the s m a l l e r

companies might be forced out of the line and that this would 

cause anti-trust problems.

SPAHR: No, I believe I i n d i cated that If this l egi slation

were sub sta n t i a l l y  changed that it would cause the s m a ller 

companies to r e c o n s i d e r  their Interest in c o n t i n u i n g  to 

pa r t i c i p a t e  in the line. But I wa sn't t r y i n g  to make a point 

about fina ncing problems there. These companies, pa rtic u l a r l y  

those with small interests w ould have an o pportunit y to 

compare their prospects and opportunities r e s u l t i n g  from 

Investment in this pipeline with those r e s u lting from i n v e s t­

ing in s o m e t hing else and they might well conclude that the 

interest they've had In the pipeline up to now is s o m e thi ng  

they no longer wish to m a i n t a i n  and opt to get out. It would 

be a quest i o n  of alternates that each would make for him self,
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and there would  probably be a d ifferenc e of conclusions.

CROFT: W ould you feel that potentia l investors wou ld be

skeptical of investing in these companies that p articipat e 

in the A l yeska project until the 1972 legislation is 

resolved?

SPAHR: I have felt that way, yes.

CROFT: H o w  does that tie in with the fact that S O H I O  stock

is s e llin g at an all time high for the past decade?

SPAHR: Oh no. That is not true. Its been selling at new

highs for the past couple of weeks. But since we made our 

agreement with BP in June of 1969, the stock has fluctuated.

It went up when the lease sale went on up here, it then went

down b e caus e the stock market interpreted that we must have 

missed  the boat somehow, it got dow n to some pretty low 

rates, then it went back up, it fluctuated quite a bit, then 

its risen rather steadily this year as the prospects for 

diffi c u l t y  in the M iddle East have developed, this is my 

o p i n i o n  now, and as the prospe c t i v e  p o s i t i o n  of a fully 

integrat ed oil company as we can conject urably sometime be 

seem to get b ette r by com parison with the other oil companies. 

So there has been quite a deal of specul ation in our stock.

CROFT: I noticed on Foster & Marshall's  Stock Guide that

b e t w e e n  the years i960 and 1972 the highest price S O H I O  stock 

ever sold at war b e t w e e n  119 7/8 dollars a share.



SPAHR: That 119 dollars was in August or S e p t e m b e r  of 1969,

wasn't that the year of last lease sale.

CROFT: Yes it was. And I n o ticed that the lowest it sold

this year was 115 1/2 and that it closed at the end of 

S e p t e m b e r  at 141.

SPAHR: That's right, but why don't you look at 1972 and

1971.

CROFT: My question had to do with w h ether investor c o n f i­

dence was shaken as far as SOHTO is concerned in the past 

year. Its selling at about 31 times earnings?

SPAHR: 31 times last years earnings. Its quite apparent 

that the investor who is b u ying that stock is either 

specul a t i n g  in it on a prospect of m a k i n g  mone y buying 

selling, short or otherwise, probably not in this instance; 

or he's b u y i n g  it for the long term because he feels our 

prospects for earnings are quite good. We haven't raised 

our dividends in four years, we just today lost 40 thousand 

barrels out of Libya, we arn't running our refineries to 

capacity. The stock price does not reflect current situation 

or any concer n at all over how the m an agement is going to 

solve its problems over the next several years. These factors 

will probably have some influence, but its based on the future 

and the speculations of different investors vary. Its wild.
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CROFT: I did also notice that over 10? of y o u r  c o m m o n  stock

is owned b y  institutions.

SPAHR: Oh, yes. I think r.ov; that substa ntially more than

10? is now owned by institutions. But we still have a very 

su bstantial  indivi dual ownership, last time I looked at it, 

it was well over 40?.

CROFT: I u n d e r s t o o d  in your remarks today that w h e t h e r

c o n s t r u c t i o n  started today was contingent on a least five 

things: the final action by the U.S. Congress; the ap proval

of the permit u n d e r  that l egis lation by the S e c r etary of the 

Interior; the action of the A l a s k a  Legislature; and then I 

t hink you added two more that I hadn't heard of: the Corps 

of Engineers and the EPA requirement s on air and wate r 

emissions. What is the status of your a p p l i c a t i o n  for a 

Corps Permit, and when  do you anticipate that that might be 

approved. This is for the c r o ssin g of the rivers, is it not? 

SPAHR: Yes. I can't answer you Senator. I'm sure the

answers can be obtained from the Alyesk a officials who are 

r e s p o n s i b l e  for that and there are m e n  in this ro om w i t h  me 

who can get that information.

CROFT: Have those permits b e e n  applied for?

SPAHR: I don't know. I am sure that all the things that

have to be done for an a p p l i c a t i o n  have b e e n  done to the 

extent that they could be. I have a s n e aking r e c o l l e c t i o n  

that the requireme nts that have to be met havn't been



clearly e nunciated by the Corps yet so the a p p l i c a t i o n  hasn't  

b e e n  totally presentable.

CROP''1: So it may not have b e e n  applied for?

SPAHR: I don't think so. Not because of lack of d i l i gence

but because of lack of defi ni t i o n  of what has to be contained  

in it.

CROFT: Have the EPA certificates been applied for?

SPAHR: I don't know.

CROFT: And those are e ssential b e fore the pipelin e c o n s t r u c t i o n  can

begin?

SPAHR: I think so. One of the things that concerns me is a

m a t t e r  that stems from a Suprem e Court d e c ision  of e a r l i e r  this

year, as I recall, which made it clear that it was g o i n g  to

be non-pe r m i s s a b l e  to indulge in industrial or other kinds of

d evelopment  in the un dev e l o p e d  parts of our country in a way

that would result in deterioration, of the atmos phere for

example, from what it now is. The pressful p r o b l e m  that we

face, other than d uring  the const r u c t i o n  phase which is

temporary, and which concerns me in relation  to this filing,

is Valdez. V a l d e z  is a high volume terminal, and the plans

vapor
call for a sophis ticat e d ; r e c o v e r y  s ys tem and a lot of o ther  

things that are d e s igned to m i n i m i z e  p o l l ut ion of the 

atmosphere. I am no longer up to date as an engineer, but it 

is beyond by concep t i o n  to v isualise a p o s s i b i l i t y  where there
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will be no v e n t i n g  of any fuel, u n d e r  any conditions, at 

Valdez. Without a lawyers advice, it is b e y o n d  my i m a g i n a­

tion to se how, tec hnically, V a l d e z  can c o n f o r m  to the 

apparent d e c i s i o n  of the S u p r e m e  Court. Thus, I b e g i n  to 

worry, is V a l d e z  a p o t e n tial t r o u ble source, with the trouble  

origi n a t i n g  with those who do not want to see the t r a n s - A l a s k a  

p ipeline built. I think m y  c o n cern is quite related to the 

EPA problem. What is t h e i r  latitude in i n t e r p r e t i n g  that 

Supreme Court decision? I don't know. E v e n  though approaches  

have b e e n  made, I doubt, at the present time, that the 

applications have b e e n  put in to be formally acted upon. I 

expect that they have b e e n  very subst antially prepared, and 

will be ready at the a p p r o p r i a t e  time. Now, I might find out 

that I'm wrong, and they've  b e e n  submitted.

CROPT: Have you discussed with the various attorneys for

SOHIO and Alyeska, w h e t h e r  or not there might be additional  

suits once those permits are applied for, und er the E n v i r o n­

mental P r o t e c t i o n  Act.

SPAHR: Oh, yes.

CROPT: Did they indicate that there is any p ossi bility that

that might happen?

SPAHR: For the most part and until recently, I think they

had to hedge and say - well we have to be wary about what ourof* t l i o  I) 3.33.
predict ions are. As I u n d e r s t a n d  the c o n t e n t ^ t h a t 's come 

out of the conference yesterday , which I have not seen, there
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is a p r o v i s i o n  in there that requires anyone w h o  is going 

to oppose the pipeline, on grounds of the kind we are t a l k i n g  

about, to file within 60 days, on either  the issue of a 

permit or the passage of a law, I'm  not sure what this sajs 

yet. And then there is a p r o v i s i o n  that such a suit will 

be h e a r d  by a U.S. District Court, and a further p r o v ision 

that any appeal t h e r efrom  will be directed to the Supreme 

Court. I don't think our lawyers could b r i n g  me any more 

up to date than that. With the pass age of this law, p r e s u m­

ably, we'll soon find out what our problems are.

CROPT: I would assume then that even if Congress approves

the t r a n s - A l a s k a  pipeline bill as is indicated, and the 

President signs it, and the S e c r etary issues the permit, 

and the Alaska Legislature would concur in this package, 

that you could make no real assurance that constr u c t i o n  could 

b e g i n  this spring because there are two essential permits 

that not only haven't been  granted, but as far as you know  

haven't even been applied for?

STAHR: You sound as if you might be trying to corner me. I

b e l i e v e  I said that* with respect to timing, on those first 

three items: the W a s h i n g t o n  legislation, Alaskan le gis l a t i o n

and the issue of the permit; in order that we might be assured 

of the best prospects of starting next spring, that the actions 

on those three things ought to be taken as soon as possible.

I really believe that all three have to be taken, includ ing  

the Interior permit, before we have any prospects of s e e k i n g



and g e t t i n g  a ction from the Corps, or from EPA. We have 

n o t h i n g  to apply for really, until we get a righ t-of-way  

permit from the Depfrtment of the interior. We 'd promptly 

follow t h r ough as soon as we had that permit, if the permit 

is one that we can accept and go to work on.

CROFT: I u nderstood  two years ago w h e n  we talked to the

Depart m e n t  of Interior officials that even after the right- 

o f-way permit is issued that no c o n s t r u c t i o n  can b egin until 

a f t e r  a c o n s t r u c t i o n  autho r i z a t i o n  certificat e is issued.

They told me at that time that it was their intention to 

require  the final detailed e n g i n e e r i n g  d e s i g n  and s p e c i f i c a­

tions to be submitted, and that they would  have a period of 

90 to 100 days after that b efore they would issue the c e r t i­

ficate to proceed with construc tion, and that if there were 

any sign i f i c a n t  changes in the plans or specifi cations that 

the p e riod of time would commence r u nning again. Do you 

know if that is still their intention?

SPAHR: I have no reason to b e l i e v e  a n y t h i n g  has s u b s tant ially

ch anged their intention, o t h e r  than perhaps th t they too will 

try to m i n i m i z e  the amount of time they need to review those 

kind of things in light of o u r  country's . . .

CROFT: Have those detailed plans and s p e c ifica tions been

s u b m i t t e d  finally, complete.

S P A H h : That again I can't a nswer exactly b e cause I don't

keep that close watch on Alyeska, but I'm quite certain
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that a very gr:at part, if not all, of that has been done.

There has been a process of submittal, suggested amendment, 

r e - s u b m i t t a l  going on for quite a long time. And I really 

belie\ the work is very largely all done, to the extent 

it can be already. There is still a question, in our mind 

as to what the final s tipulations attached to the basic permit 

will be.

C K O F T : R e g a r d i n g  what?

SPAHR: All kinds of d esign re quirements, regulations,

liability provisions, things of that kind. The Department 

of I n t e r i o r '8 admin i s t r a t i v e  department has quite a lot of 

latitude under the law that will be passed I think to 

specify the requirements that we might want to debate with 

them.

CROFT: That might cause a delay in itself.

SPAHR: It might, but I think there would be a great com pul s i o n  

on the part of both of us to get the debat es over and done 

with and conclusions reached. I don*t really think it will 

result in much delay, no.

ERICKSON: Did you say that the ownership interests in the

line would be adjusted to equal the interests in the oil? 

SPAHR: They may be adjusted at a time a nomi nation for



c a p a c i t y  .rease step is made. The n they will be adjusted 

only if the nominations for space total as much as 100$ or 

more.

ERICKSON: T h e r e  will be adjus tments possibly made before

y o u  a r range financing though, as well. Is that a possib ility 

or a certainty.

SPAHR: I thi nk its a necessity.

ERICKSON: And this is to b r i n g  own ership interests into

a p p r o x i m a t e  line with what the companies think they have? 

SPAHR: To illustrate, our prese nt ownership is approxim ately

28* of the pipeline. Somebody might think that if that 

doesn't  change we are getting a free ride on investment 

r e q u i r e m e n t s  and so on 3ince our p r o p o r t i o n  of the oil field 

up t h e r e  is substantially greater.

ERICKSON: So Humble, for instance, who might have an excess

of p i p e l i n e  capacity, wants you to take over some of that 

c a p a c i t y .

SPAHR: Very likely. They would  remind you that the name is

now Exxon.

SACKETT : W o u l d  it be possible to make available to this

C o m m i t t e e  these agreements that you have on the option?
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SPAHR: I w ould want to r e f e r  that q u e sti on for advice to

ou r  l a w y e r s .

R a DER: W h e n  I was talking  about the u t ility regulation, I

was t h i n k i n g  of w h ether  on a contra ctual basis, instead of 

a fee, like we were t a l k i n g  about on our right-of-way, for 

the purchas e of the land, that we woul d contract with you 

that instead of p aying a fee or a scale or some thing like 

that our rental that you would agree that the rate would 

not exceed that of a normal utility, on a utility type of 

accounting. That was what I was suggesting.

SPAHR: Yes, and for such an agreement we would get p e r m i s s i o n

to use the land.

RADER: We would al3o assure y ou that the taxes we'd impose

or a n y t h i n g  else would not Jeopardiz e a fair rate of return.

TUSSING: Mr. Chairman, for a point of information, the bill

reporte d out by the House Senate Conference Committee requires 

the parties who are applicants to a pipeline permit to d i s close  

all these o pera t i n g  agreements and agreements for change in 

shares
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