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Apv~-29-96 0 3 :35P Senator Loron Leman 907 258-376S P .O l

PHILLIPS PETROLEUM COMPANY
210 W  P*<k A»»nu*. Suila 2400. P ho rr 4 ^ 2 7 0  0110 

OKLAI: * \4A CITY. OKLAHOMA 73102

BfUJCC A SIALLSWOHTH 

O i'K lor
Oovtrnmant t n d  Public *

April 23 , 1996

Honorable Loren Leman 
716 W . 4 ih , Suite 520 
Anchorage, AK 99501

Dear Senator Leman:
This is in response to your letter dated April 10, 1996 to 

H. R . Ramp requesting our thoughts on Senate B ill 318 .
W e appreciate the opportunity to comment on the 

renegotiations o f  the Northstar leases as contained in SB 318 . 
However, please be advised that at this time we arc neutral on 
the provisions o f  SB 318 as currently drafted.

Again, thank you fo r providing the opportunity to comment. 
Should you have any questions, please feel free to ca ll.

Sincerely,

Bruce A . Stallsworth

BAS.seb
cc: E. R . Ramp

H . Sullivan



MmmtffB ® Fan Muifimtoaro ©tf Sail® Si® ®Jdlflfl®i7«

num o l i t i s c o m p an y fa x

J e r ry  B o o th L a n d  M a n a g e r C o o k  In le t  R e g io n  In c . 9 0 7 - 2 6 3 - 5 1 8 3

C h a r l ie  H o w e l l L a n d  M a n a g e r M o b i le  O il C o r p . 2 1 4 - 9 5 1 - 4 3 2 7

M ik e  K o e n ig L a n d  M a n a g e r M a r a t h o n  O il C o . 7 1 3 - 2 9 6 - 3 1 0 6

E . H . N e ls o n L a n d  M a n a g e r T e x a c o  In c . (G e tty  O il C o ) 9 0 7 - 3 4 5 - 3 3 0 0

D a v e  A . S u t te r i . a n d  M a n a g e r A t la n t ic  R ic h i ie ld  C o . 9 0 7 - 2 6 3 - 4 9 6 6

J . A . R e a d y V P  fo r  E x p lo r a t io n A m e r a d a  H e s s  C o r p . 7 1 3 - 6 0 9 - 5 6 0 8

J o h n  M e r r ic k L a n d  M a n a g e r K o n ia g  In c . 9 0 7 - 5 6 2 - 5 2 5 8

J o h n  R e n s e C h ie f  O p e r a t in g  O f f ic e r N a n a  R e g io n a l  C o r p , In c 9 0 7 - 2 6 5 - 4 1 2 3

M a r k  B o u d r e a u x E x p lo r a t io n E x x o n 9 0 7 - 4 6 3 - 2 5 7 7

K e v in  T a b le r L a n d  M a n a g e r U n o c a l 9 0 7 - 2 6 3 - 7 6 9 8

J W  W e a t h e r ly R ig  S u p e r in t e n d e n t R o w a n  P e t r o le u m  In c . 9 0 7 - 2 7 4 - 5 8 3 1

S t e v e  N ic a n d r o s D e v e lo p m e n t  M a n a g e r C o n o c o  In c . 7 1 3 - 2 9 3 - 2 7 7 4

v / 'hKAti/t* A lla w illo 1 v-4 f \ ' 1 K /I 4 i , • i / , r 0 7 C  o m  A ( i .r iliaVV tla L a n u  iv ia n n y t ; ' u c I iC C a y  r \j~t± rO"OvrH r—

M a r s h a l l  G i le V P , N W  P ro d u c t io n A m o c o  P r o d u c t io n  C o . 3 0 3 - 8 3 0 - 4 9 0 0

R ic k  C h a m b e r la in A la s k a  E x p lo r a t io n C h e v r o n  U S A , In c . (G u lf  O il) 7 1 3 - 7 5 4 - 2 8 8 0

R o b e r t  S a w y e r E x p lo r a t io n M u r p h y  E x p  &  P ro d u c * ;o n  C o 5 0 4 - 5 6 1 - 2 8 3 6

E . R . R a m p W e s t e r n  E x p lo r a t io n P h i l l ip s  P e t r o le u m  C o . 7 1 3 - 6 6 9 - 3 6 3 0

G r e g g  N a d y W e s t e r n  A s s e t  L a n d S h e l l  W e s t e r n  E  &  P  In c . 7 1 3 - 5 4 4 - 4 7 4 5

M ic h a e l  G o o d in g V P  fo r  E x p lo r a t io n O x y  U S A , In c . (P la c id  O il & c/o C y n t h ia  P ie r c e  9 1 8 - 5 6 1 - 2 8 9 2 ,



NnrTH>5 and ArJdrossos 0( Solo 30 Hidden

VJ3
iru L*c |

Original Bktdai Nome Currant Nam* Ptiono Number Addiois City

6N1ERADA11ESS Cg*yO<tAJKXj- *----
A7AOCO lUOOUCTlOM COMP AW w (J
AfiANncmt̂ TmDcOMWAr*!-------

'tCIUVPONUJAtNCmK* ......———
^-CfnTssrtrvicf c o w a W 'T  * loxvusmnc .

* :̂ot*3COiMCT<t— re-St NrcjnrWev--t* • -,>tM

•j-3oDn
Z>o

-Orll:_D

yoO tcrw rt etcypN 
tXXON C O W a iA llO N flT  i .- l  

L’i ^ t l W  OR. C O M W t f 1111

V>ow  on corporation —
/*ONiAClNCf»\ ...............

tfwwnioNort ccwmwta
*AOM.OH COUP t »sr X* -l->t .;V\._MUf*mYai corporation •'rV/' -
MAT1A REGIONAL CORPORATION INC

nmupi p«ircx£um compwt*• f*v-
> P IA C O O « .C O ^

POWANPETWOltUMtNC Mk 

I tAiASXACORP 

„ 3HEU.OHCOMPAN."*

JOH© NATURAL PtSOURCtl 

IWACOtNGrv;-----------

71] 
W  — 
710 
VI# 
715* 
907 ' 
713 

1 “’’SM

609-M.37 ATfNr-A V.CHRS10Pilta
68B-65J5
263-4i24
7S4-76V>
661-3305
7937756
243-5140

C .A f.-^W X L j ‘-N.A

m u iw n  m o w .  a  r e o a c o
»- - *r>oc"r* •

~r* ROWANDftUNC- '

BP f XPIORATION (ALA.**TA) rc
ir/A' eajiwn fxtvo radon company
Tt XA3 GUlf INC. -------

„UUOM 0*1 COMPA/ff Of CMirO*f>1A 7
(WTIRTfitKOtlXCOIfC V.N

■, ;rt * -t n * •* -j î *k* i  •
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NET PROFIT SHARE LEASE OWNERS
02-Apr-96

UNIT HIGH BIDDER BIDDING GROUP BIDDER NAME CURRENT NAME PHONE n
OUCK ISLAND UNIT

SALE 30
ADL 312020

« 10 COOK INLET REGION INC 007 2G151CO

10 SOHIO NATURAL RESOURCES BP EXPLORATION (ALASKA) INC 007 5015111

• 18 5EALASKA CORP 907 1001512

• IB NANA REGIONAL CORPORATION INC 907 2654100

10 KONIAG INC 907 5012GC0

3 AMOCO PRODUCTION COMPANY 711 5O05535

7 CITIES SERVICE COMPANY OXY USA INC. 910 5013305

7 ROY/AN PETROLEUM INC ROY/AN DRILLING 907 2792440

7 GULF OIL CORPORATION CHEVRON U S A. INC 713 7547055

7 PLACID OIL CO 918 5013305

7 GETTY OIL COMPANY TEXACO INC 303 79341G4

7 TEXAS GULF INC. 907 27051CO

7 CONOCO INC 713 2932750

14 MARATHON OIL COMPANY 713 0290000

14 AMERADA HESS CORPORATION 713 0095037

ig MURPHY OIL CORPORATION MURPHY EXPLOn. r. PROD.CO 104 5012011

10 SHELL CML COMPANY 713 070-1314

20 CHEVRON U SA. INC 713 7547C55

22 EXXON CORPORATION 713 0507000

27 UNION OH COMPANY O r CALIFORNIA 007 27G7000

77 ATLANTIC niCMFlELO COMPANY 007 2034024

ADL 312834
• 21 EXXON CORPORATION 713 0507000

• 21 UNION OIL COMPANY OF CALIFORNIA 907 27G7GOO

• 21 ATLAmiC RICHFIELD COMPANY 007 2034824

20 CHEVRON 11 S.A. INC 713 7547055



UNIT HIGH DIDDER BIDDING GROUP BIDDER NAME CUnnGNT NAME PHONE ¥
NON UNITIZED PRODUCING

SA'.E 30
ADL 312827

• 1< MARATHON OIL COMPANY 713 G296600

• 14 AMERADA HESS CORPORATION 713 r /o s s v

AMOCO PRODUCTION COMPANY 713 5805535

7 GETTY OIL COMPANY TEXACO INC 303 7934104

7 TEXAS GULP INC. 907 2765100

7 PLACID OIL CO im 5613305

7 ROWAN PETROLEUM INC ROWAN DRILLING 907 2792440

7 GULF OIL CORPORATION CHEVRON U.SA INC 713 7547655

7 CONOCO INC 713 2032756

7 CITIES SERVICE COMPANY OXY USA INC. 910 5613305

17 EXXON CORPORATION 713 6567003

10 COOX INLET REGION INC 907 2*35ICO

10 KONIAG INC 007 W12GC0

10 SEALASKACORP 007 5)61512

IB NANA REGIONAL CORPORATION INC 907 2554190

10 SOHIO NATURAL RESOURCES IIP EXPLORATION (ALASKA) INC 90 7 5615111

NORTHSTAn UNIT
SALE 30

ADL 312798
• 1 AMERADA HESS CORPORATION 713 0)95637

2 TEXACO NIC 303 7934164

2 TFXA5 EASTERN EXPLORATION COMPANY ENTERPRISE OIL EX CO INC 713 «)30471

3 AMOCO PRODUCTION COMPANY 713 W  VO 5

4 PIACIDOIICO 910 5613385

4 CONOCO INC.

4 TEXAS GULF INC. P07 27C51CO

4 CITIES SERVICE COMPANY OXY USA INC. 918 1613305

5 SHELL OIL COMPANY 713 E7043I4

r. CHEVRON U SA  INC 713 7547655

6 PHILLIPS* cTROLEUM COMPANY 713 C69174I



UNIT HIGH DIDDER BIDDING GROUP DIDDER NAME CURRENT NAME PHONE A
1
3 ADL 312799
- • 1 AMERADA HE55 CORPORATION 713 6095637

2 TEXACO INC 303 7934104

2 TEXAS EASTERN EXPLORATION COMPANY ENTERPRISE OIL EX CO INC 713 8930471

AMOCO PRODUCTION COMPANY 713 5005535

7 ROWAN PETROLEUM INC ROWAN ORILIING 907 2792448

1 7 TEXAS GULFING. 907 2765100

r 7 GULF OIL CORPORATION CHEVRON U.5A INC 713 7547665
~>
o
f>

7 CITIES 5ERVICE COMPANY OXY USA INC. etc 5613385

D 7 CONOCO INC 713 2932750
O

7 GETTY OIL COMPANY TEXACO INC 303 79341G4

7 PLACID OIL CO 910 5613385
.j

0 MURPHY OIL CORPORATION MURPHY GXPIOR A PROD.CO W 5612811

c
u

8 SHELL OIL COMPANY 713 8701314

9 PHILLIPS PETROLEUM COMPANY 713 BOM 741

9 MOBIL O il CORP 2U 9013935

9 CHEVRON U.S.A INC 713 75476V.

10 UNION OIL COMPANY OF CALIFORNIA 907 2767600
4
! • ADL 312800
VI • 11 TEXAS EASTERN EXPLORATION COMPANY ENTERPRISE OIL EX CO INC 713 09381/1
- l r. CHEVRON U SA  INC 713 7547655

■.> 6 PMIU IPS PETROLEUM COMPANY 713 6693741

"3 1 0 UNION OIL COMPANY OF CAUTORMA 907 27G70X)
i
z 12 OUl FOIL CORPORATION CHEVRON U S A  INC 713 7547655
13
'£ 12 CITIES SERVICE COMPANY OXY USA INC. 918 5613365

12 ROWAN PETROLEUMINC ROWAN DRILLING 007 2792448

12 TEXAS GULF INC. 007 2765100
r v jr*j 12 CONOCO INC 713 2932756
CO

12 PLACID OIL CO 010 !6 13305
U i 13 SMELL OIL COMPANY 713 8704314

13 MURPHY OIL CORPORATION MURPHY E-XPIOR. A PROD CO » 1 5612011

1) ATLANTIC niCMHCLD COMPANY 007 2034824I
I

oc
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ADL 312009

POINT THOMSON UNIT 
SALE 30

ADL 312BG6

11
3
o
0
0
10
14

14
15 

15 

15 

15 

15

15
16 
16

17

6
6

texas eastern exploration company 
AMOCO PRODUCTION COMPANY 
CHEVRON U.SA.INC 
MODIl OIL CORP 
PHILLIPS PETROLEUM COMPANY 
UNION OIL COMPANY OF CALIFORNIA 
AMERADA HESS CORTGRATION 
MARATHON OIL COMPANY 
TEXAS GULF INC.
GETTY OIL COMPANY 
CITIES SETIVICE COMPANY 
PIACIDOIL CO 
GUI/ OIL CORPORATION 
ROWAN PETROLEUM INC 
ATI ANT 1C RICHFIELD COMPANY 
SHELL OIL COMPANY

ENTERPRISE OIL EX CO INC

EXXON CORPORATION 
CHEVRON U SA. INC 
PHILLIPS PETROLEUM COMPANY

TFXACO INC 
OXY USA INC.

CHEVRON U.S.A INC 
ROWAN DRILLING

713

713
713

214

713

007
713

713

007
303
010
010
713

90/
007
713

713
713
713

0930471 
5005535 
7547655 
0513336 
6693741 
2767600 
G095637 
G796600 
7765100 
7934164 
5613305 
5013305 
7547555 
2792440 
2634024 
8/04314

F.5670CO
7547655
G693741
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Dffln'aiRue’ tea Senate Resources Committee stateapitoiOfficial B usa.^ss j uneau  AK 9980i

April 10, 19%

Mr. J. A. Ready 
Amerada Hess Corporation 
713-752-^853' tbbj-

Dear Mr. Ready:

Ihe Alaska Senate Resources Committee is conducting hearings on Senate Bill 318, a bill 
for an act entitled "An Act Authorizing, approving and ratifying the amendment of the 
Northstar Unit oil and gas leases between the Suite of Alaska and BP Exploration (Alaska)
Inc.. and providing for an effective date." Senate Bill 318 has been introduced at the 
request of Governor Knowles in order to seek legislative approval and ratification of 
negotiations between the Commissioner of the Department of Natural Resources (DNR) 
and BP Exploration (Alaska), Inc. (BPXA) to amend the competitively bid net profit share 
terms of certain oil and gas leases (Northstar leases) which were offered in the State of 
Alaska’s Competitive Oil and Gas Lease Sale 30 in December, 1979. I am writing to you 
because according to DNR's leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.

The Northstar leases were originally awarded to Amerada Hess Corp., Enterprise Oil,
Muiphy Oil USA. and Shell Oil. These lessees subsequently combined their lease interests 
to Jorm the stale's first joint state/federal unit, the Northstar unit, which is located offshore 
m the Beaufort Sea approximately six miles north of the Prudhoc Bay Unit. A number of 
exploration wells were drilled during the initial 10 year term of the unit, and Amerada Hess 
subsequently sought and received from the Department of Natural Resources a further five 
year extension of the unit during which it drilled one additional well and conducted 
engineering studies to determine the feasibility of developing the Northstar reserves which 
are estimated by DNR and BPXA to be about 130 million barrels of recoverable oil.

Under the provisions of their unit agreement and its extension. Amerada Hess and its 
partners were required to submit an acceptable updated Plan of Development (POD) to 
DNR by October 25, 1994 to avoid default of the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development of the Nonhstar field, and by letter dated 
November 3, 1994. DNR notified the companies that llie unit was in default.
Suhscqucndy, on December 12, 1994 DNR issued a letter amending its November 3, 1994 
Notice of Default to provide Amerada Hess and its partners the alternatives of either 
providing an updated POD within 90 days or voluntarily terminating the Northstar Unit 
Agreement.

Had the unit terminated under DNR’s Notice of Default, the stale leases upon which no 
w-clls certified as capable of producing in paying quantities had been drilled would have 
reverted to the stale, making them available for re-leasing under competitive terms selected 
by DNR. Under the provisions of the leases and die department's regulations, the DNR 
could then have issued notice to die lessees of those leases which contained certified wells 
to begin production, allowing die lessee a reasonable amount of time to do so.

A l a s k a  S t a t e  L e g i s l a t u r e

F ollow ing  rece ip t o f  the N otice o f D efault, bo th  A m erada H ess and  Shell so ld  their
in terests in the N o rth s ta r U nit (9 8 .0 8  p ercen t) to  B PX A , and  by le tter d a ted  January  13.



1995, BPXA requested that DNR provide an extension of no less than 90 days to "provide 
BP the opportunity to conclude its acquisition, succeed as Unit operator and formulate with 
the other working interest owners a new Plan of Development for the Northstar Unit." On 
June 2, 1995, the DNR approved BPXA’s Second POD and granted a further three year 
extension of the Northstar Unit.

Shortly thereafter, BPXA informed the Commissioner of Natural Resources that it would 
not develop the field unless the state agreed to eliminate the net profit share provisions of 
the leases. In testimony last week before the Senate Resources Committee, BPXA's 
President, Mr. John Morgan, confirmed that although development of the field with the net 
profit sharing provisions would yield an acceptable rale of return for BPXA (21 percent by 
BPXA's estimate), the company refuses to do so unless the slate agrees to amend the 
leases.

Based upon BPXA's representations, the commissioner entered into negotiations to amend 
die leases, and those negotiations produced the agreement which the legislature has been 
asked to ratify. 'Hie Attorney General has testified that the commissioner has no explicit 
authority to amend the net profit share provisions, as has been negotiated between die 
parties, and has recommended legislative ratification by passage of SB 31X as a prudent 
measure to "vaccinate" the arrangement against successful legal challenge.

The Resources Committee has conducted three hearing since SB 3IX was introduced last 
week. These initial hearings were focused on an overview of the proposed amendments by 
both BPXA and the DNR. as well as presentations by the Department of Law on its 
interpretation of die commissioner’s authority and die need for legislative ratification.
Much of the testimony and committee questions have centered on the litigation risk 
associated with renegotiating the compedtivcly bid terms of Northstar leases. For example, 
questions have arisen about who would have standing to litigate, whether the passage of 
time lessens the risk of successful litigation, whether other lessees with net profit leases are 
similarly situated to BPXA and whether die stale would be sending die appropriate signals 
to other lessees by preferentially renegotiating amendments to the terms of these leases and 
not others.

In light of diesc questions, I want to provide an opportunity for all companies and 
individuals who competed for net profit leases in Sale 30 to address die committee to share 
dicir views on the policy implications and litigation risk involved widi the passage of SB 
3IX. To assist the committee staff in scheduling adequate time in future hearings to 
accommodate any party who wishes to provide comments for the record. 1 would 
appreciate your confirming whether or not it is your desire to be heard. Given the short 
time the committee has to conduct hearings. I would appreciate your confirming your intent 
by telephone call or fax to Ms. Annette Kreit/er, Resources Committee Staff. Ms. 
Kreit/er's telephone number is : (907) -165 4907; site may be reach by fax at (907) 465- 
3X10.

Thank you for your past participation in Alaska's oil and gas leasing program. On behalf 
of the Senate Resources Committee, I look forward to hearing any comments you may care 
to shaa* with the committee.

Sincerely^ (  ^

S enator Lorcn L em an  ^
R esources C om m ittee  C hairm an



A l a s k a  S t a t e  L e g i s l a t u r e

Official Business S e n a t e  R e s o u r c e s  C o m m i t t e e State Capitol
Juneau AK 99801

April 10. 1996

Mrs. E. 11. Nelson 
Texaco Inc.
907-345-3300

Dear Mrs. Nelson:

Hie Alaska Senate Resources Committee is conducting hearings on Senate Bill 3IS. a hill 
for an act entitled "An Act Authorizing, approving and ratifying the amendment of die 
Nonhstar Unit oil and gas leases between the Slate of Alaska and BP Exploration (Alaska) 
Inc.. and providing tor an effective date." Senate Bill 318 luts heen introduced al the 
request of Governor Knowles in order to seek legislative approval and ratification of 
negotiations between die Commissioner of the Department of Natural Resources (DNR) 
and BP Exploration (Alaska), Inc. (BPXA) to amend the competitively hid net profit share 
terms of certain oil and gas leases (Northstar leases) which were offered in die State of 
Alaska's Competitive Oil and Gas Lease Sale 30 in December, 1979. I am writing to you 
because according to DNR’s leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.

The Northstar leases were originally awarded to Amerada Hess Corp., Enterprise Oil, 
Murphy Oil USA. and Shell Oil. These lessees subsequently combined their lease interests 
to form the state's first joint state/federal unit, the Northstar unit, which is located offshore 
in the Beaufort Sea approximately six miles north of die Prudhoe Bay Unit. A number of 
exploration well s were drilled during the initial 10 year term of die unit, and Amerada I less 
subsequently sought and received from the Department of Natural Resources a further five 
year extension of the unit dunng which it drilled one additional well and conducted 
engineering studies to determine the feasibility of developing the Northstar reserves which 
arc estimated hy DNR and BPXA to be about 130 million barrels of recoverable oil.

Under the provisions of their unit agreement and its extension. Amerada Hess and its 
partners were required to submit an acceptable updated Plan of Development (POD) to 
DNR hy October 25. 1994 to avoid default of the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development of the Northstar field, and by letter dated 
November 3. 1994. DNR notified *hc companies that die unit was in default.
Subsequently, on December 12, 1994 DNR issued a letter amending its November 3, 1994 
Notice of Default to provide Amerada Hess and its partners the alternatives of either 
providing an updated POD within 90 days or voluntarily terminating the Northstar Unit 
Agreement.

Had the unit terminated under DNR’s Notice of Default, the stale leases upon which no 
wells certified as capable of producing in paying quantities had been drilled would have 
reverted to the stale, making them available for re-leasing under competitive terms selected 
hy DNR Under the provisions of the lexscs and the department’s regulations, the DNR 
could then have issued notice to the lessees of those leases which contained certified wells 
to begin production, allow ing the lessee a reasonable amount of time to do so.

Follow  ing receip t o f  the N otice o f D efault, both A m erad a  H ess and  S hell so ld  their
in terests  in  die N o ith s ta r  U nit (98 .08  percen t) to  B PX A . and  h y  letter d a ted  January  13.



l l l f )  A l a s k a  S t a t e  L e g i s l a t u r e

Official Business S e n a t e  R e s o u r c e s  C o m m i t t e e State Capitol
Juneau AK 99801

April 10, 1996

Mr. John Merrick 
Koniag Inc.
907-562-5258
Dear Mr. Merrick:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 318, a hill 
for an act entitled "An Act Authorizing, approving and ratifying die amendment of the 
Northstar Unit oil and gas leases between the Slate of Alaska and BP Exploration (Alaska) 
Inc.. and providing for an effective date." Senate Bill 318 has been introduced at the 
request of Governor Knowles in order to seek legislative approval and ratification of 
negotiations between the Commissioner of the Department of Natural Resources (DNR) 
and BP Exploration (Alaska), Inc. (BPXA) to amend the competitively bid net profit share 
terms of certain oil and gas leases (Northstar leases) which were offered in die State of 
Alaska's Competitive Oil and Gas Lease Sale 30 in December. 1979. I am writing to you 
because according to DNR’s leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.

[lie Northstar leases were originally awarded to Amerada Hess Corp.. Enterprise Oil. 
Murphy Oil USA. and Shell Oil. These lessees subsequently combined their lease interests 
to form the state’s first joint state/federal unit, the Northstar unit, which is located offshore 
in the Beaufort Sea approximately six miles north of die Prudhoe Bay Unit. A number of 
exploration wells were drilled during the initial 10 year term of the unit, and Amerada Hess 
subsequently sought and received from the Department of Natural Resources a further five 
year extension of the unit during which it drilled one additional well and conducted 
engineering studies to determine the feasibility of developing the Northstar reserves w hich 
are estimated by DNR and BPXA to be about 130 million barrels of recoverable oil.

Under the provisions of dieir unit agreement and its extension. Amerada Hess and its 
partners were required to submit an acceptable updated Plan of Development (POD) to 
DNR by October 25. 1994 to avoid default of the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development of the Northstar field, and by letter dated 
November 3. 1994. DNR noufied the companies dial the unit was in default.
Subscqucndy. on December 12. 1994 DNR issued a letter amending its November 3. 1994 
Notice of Default to pmvidc Amerada Hess and its partners the alternatives of either 
providing an updated POD w idiin ‘X) days or voluntarily terminating tl*c Northstar Urn 
Agreement.

Had the unit terminated under DNR's Notice of Default, the state leases upon which no 
welLs certified as capable of producing in paying quanuties had been drilled would haw 
reverted to die State, making them available for re-leasing under competitive terms selected 
by DNR Under the provisions of the leases and the department's regulations, the DNR 
could dicn have issued notice to die lessees of those leases w hich contained certified welLs 
to begin production, allowing the lessee a reasonable amount of time to do so.

Follow  ing receip t o f  the N otice o f  D efau lt, both A m erada H ess and S hell so ld  their
in te re sts  in die N o rth s ta r U nit (98 .08  p ercen t) to  B PX A . and  by  letter d a ted  Jan u ary  13.



A l a s k a  S t a t e  L e g i s l a t u r e

In  . S e n a t e  R e s o u r c e s  C o m m i t t e e  staiecapitoi
Offidal Business juncau AK 99801

April 10. 1996

Mr. John Rcnsc
Nana Regional Corporation Inc.
907*265*4123

Dear Mr. Rcnsc:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 3IK, a hill 
for an act entitled "An Act Authorizing, approving and ratifying the amendment of the 
Northstar Unit oil and gas leases between the Slate of Alaska and BP Exploration (Alaska)
Inc.. and providing for an effective dale." Senate Bill 3IK has been introduced at the 
request of Governor Knowles in order to seek legislative approval and ratification of 
negotiations between the Commissioner of the Department of Natural Resources (DNR) 
and BP Exploration (Alasx i). Inc. (BPXA) to amend the competitively bid net profit share 
terms of certain oil and gas leases (Northstar leases) which were offered in the State of 
Alaska's Competitive O il; nd Gas Lease Sale 30 in December. 1979. I am writing to you 
because according to DNR's leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.

The Northstar leases were originally awarded to Amerada I less Corp., Enterprise Oil.
Murphy Oil USA. and Shell Oil. These lessees subsequently combined their lease interests 
to form die suite's first joint statc/fcdcral unit, the Northsuir unit, which is located offshore 
in the Beaufort Sea approximately six miles north of the Prudhoe Bay Unit. A number of 
exploration wells were drilled during the initial 10 year term of (he unit, and Amerada Hess 
subsequently sought and received from the Deportment of Natural Resources a further five 
year extension of the unit dunng which it drilled one additional well and conducted 
engineering studies to determine the feasibility of developing the Northstar reserves which 
arc estimated by DNR and BPXA to be about 130 million barrels of recoverable oil.

Under the provisions of their unit agreement and its extension. Amerada Hess and its 
partners were required to submit an acceptable updated Plan of Development (POD) to 
DNR by October 25. 1994 to avoid default of the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development of the Northstar field, and by letter dated 
November 3, 1994. DNR notified the companies that the unit was in default.
Subsequently, on December 12. 1994 DNR issued a letter amending its November 3. 1994 
Notice of Default to provide Amerada Hess and its partners the alternatives of cither 
providing an updated POD within 9(1 days or voluntarily terminating the Nor.hslar Unit 
Agreement.

Had the unit terminated under DNR's Notice of Default, the state leases upon which no 
wells certified as capable of producing in paying quantities had been drilled would iiave 
reverted to the stale, making them available for re-leasing under competitive terms selected 
by DNR. Under the provisions of the leases ami the department's regulations, the DNR 
could then have issued notice to the lessees of those leases which contained certified wells 
to begin production, allow ing the lessee a reasonable amount of lime to do so.

fo llo w in g  rece ip t o f  the N otice o f  D efau lt, both  A m erada H ess and  Shell so ld  their
in terests  in the N o rth sta r U nit (98 .08  p ercen t) to  B PX A . and  by  letter d a ted  January  13.



A l a s k a  S t a t e  L e g i s l a t u r e

O ffid a l Business S e n a t e  R e s o u r c e s  C o m m i t t e e State Capitol
Juneau AK 99801

April 10. 19%
Mr. Kevin Tablet 
Unocal
907-263-7698 
Dear Mr. Tablcr:
The Alaska Senate Resources Committee is conducting hearings on Senate B ill 318, a bill 
for an act entitled "An Act Authorizing, approving and ratifying the amendment o f die 
Northstar Unit oil ami gas leases between the Slate o f  Alaska and BP Exploration (Alaska) 
Inc., and providing lo r an effective date." Senate B ill 318 has been introduced at the 
request o f Governor Knowles in order to seek legislative approval and talification o f 
negotiations between the Commissioner o f the Department o f Natural Resources (DNR ) 
and BP Exploration (Alaska), Inc. (BPXA ) to amend the competitively bid net profit share 
terms o f certain oil and gas leases (Northstar leases) which were offered in the State o f 
Alaska’s Competitive Oil and Oas Lease Sale 30 in December. 1979. I am writing to you 
because according to DNR's leasing records, you or your company (or its predecessor) 
participated in the competitive bidding al Sale 30.
The Northstar leases were originally awarded to Amerada Hess Corp., Enterprise Oil. 
Murphy Oil USA. and Shell O il. These lessees subsequently combined their lease interests 
to form the state's first joint state/federal unit, the Northstar unit, which is located offshore 
in the Beaulott Sea approximately six miles north o f the Prudhoc Bay Unit. A number o f 
exploration wells wen; drilled during the initial 10 year term o f the unit, and Amerada Hess 
subsequently sought and received from the Department o f Natural Resources a further five 
year extension o f the unit during which it drilled tine additional well and conducted 
engineering studies to determine die feasibility o f Jevclopmg llie Northstar reserves which 
are estimated by DNR and BPXA to be about 130 million bancls o f recoverable oil.
Under the provisions o f their unit agreement and its extension. Amerada Hess and its 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR hy October 25 .1994  to avoid default o f the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development o f the Northstar field, and hy letter dated 
November 3. 1994. DNR notified die companies that die unit was in default.
Subsequently, on December 12. 1994 DNR issued a letter amending its November 3. 1994 
Notice o f Default to provide Amerada Hess and its partners the alternatives o f cillier 
proviJing an updated POD within 90 days or voluntarily terminating the Northstar Unit 
Agreement.

Had the unit terminated under DNR's Notice o f Default, the state leases upon which no 
wells certified as capable of producing in paying quantities had been drilled would have 
reverted to the state, making them available fi>r rc-lcasing under competitive terms selected 
by DNR Under the provisions o f the leases and the department’s regulations. the DNR 
could dtcn have i.vsucd notice to the lessees o f those leases which contained certified wells 
to begin production, allowing the lessee a reasonable amount o f lime to do so.
F o llow ing  receip t o f  the N otice o f  D efau lt, bo th  A m erad a  H ess and Shell so ld  th e ir
in terests in  llie N o rth s ta r U nit (9 8 .0 8  p c a c n t)  to  B P X A . and  by le tte r d a ted  January ' 13.



I l f )  A l a s k a  S t a t e  L e g i s l a t u r e

Offidal Business S e n a t e  R e s o u r c e s  C o m m i t t e e State Capitol
Juneau AK 99801

April 10. 19%
Mr J. W . Weatherly 
Rowan Petroleum Inc.
907-274-5831
Dear Mr. Weatherly:
The Alaska Senate Resources Committee is conducting hearings on Senate Bill 3 18. a hill 
for an act entitled "An Act Authorizing, approving and ratifying the amendment o f the 
Northstar Unit oil and gas leases between the State o f  Alaska and BP Exploration (Alaska) 
Inc., and providing for an effective date." Senate Bill 318 has been introduced at the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between the Commissioner o f the Department o f Natuial Resources (DNR ) 
and BP Exploration (Alaska), Inc. (BPXA ) to amend the competitively bid net profit share 
terms o f certain oil and gas leases (Nortlistar leases) which were offered in the State of 
Alaska’s Competitive Oil and Gas Lease Sale 30 in December, 1979. I am writing to you 
because according to DNR's leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.
The Northstar leases were originally awarded to Amerada Hess Corp., Enterprise Oil. 
Murphy Oil USA. and Shell Oil. These lessees subsequently combined their lease interests 
to form the state's first joint statc/lcdcral unit, the Northstar unit, which is located offshore 
in the Beaufort Sea approximately six miles north o f the Prudhoc Bay Unit. A number o f 
exploration wells were drilled during the initial 10 year temi o f the unit, and Amerada Hess 
subsequently sought and received from the Department o f Natural Resources a further five 
year extension o f the unit during which it drilled one additional well and conducted 
engineering studies to determine the feasibility o f developing the Northstar reserves which 
arc cstimateo by DNK and BPXA to be about 130 million barrels of recoverable oil.
Under the provisions o f their unit agreement and its extension. Amerada Hess and its 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR by October 25. 1994 to avoid default o f the Unit Agreement. Amerada Hess and us 
partners elected not to pursue development o f the Nortlistar field, and by letter dated 
November 3. 1994. DNR notified the companies that the unit was in default.
Subsequently, on December 12. 1994 DNR issued a letter amending its November 3. 1994 
Notice o f Default to provide Amerada I less and its partners the alternatives o f cither 
providing an updated POD within 90  days or voluntarily terminating the Nortlistar Unit 
Agreement.

Had the unit term mated under DNR's Notice o f Default, the stale leases upon which no 
wells certified as capable o f producing in paying quantities had been drilled would luvc 
reverted to the slate, making tliem available for re leasing under competitive terms selected 
by DNR. Under the provisions o f (lie leases and (he dcp;-tmcnl's regulations, the DNK 
could then have issued notice to the lessees o f those leases which contained certified ».ells 
to begin prtHluciion, allowing the lessee a reasonable amount o f time to do so.
Follow  ing receip t o f  die N otice o f  D efau lt, both A m erada H ess and S hell so ld  llvcir
in terests  in the N orthsta r U nit (98 .08  p ercen t) to  B PX A . and  by letter d a ted  January 13,



A l a s k a  S t a t e  L e g i s l a t u r e

O ffid a l Business S e n a t e  R e s o u r c e s  C o m m i t t e e State Capitol
Juneau AK 99801

April 10. 19%
Mr. Steve Nicandros 
Conoco Inc.
713-293-2774

Dear Mr. Nicandros:
The Alaska Senate Resources Committee is conducting hearings on Senate B ill 3 IX, a bill 
for an -t entitled "An Act Authorizing, approving and ratifying the amendment o f the 
Norths^;/ Unit oil and gas leases between the Slate o f Alaska and BP Exploration (Alaska) 
Inc.. and providing for an effective date." Senate B ill 31X has been introduced al the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between the Commissioner o f  the Department o f Natural Resources (DNR ) 
and BP Exploration (Alaska!, Inc. (BPXA ) to amend the competitively bid net prolit share 
terms o f certain oil and gas leases (Northstar leases) which were offered in the State o f 
Alaska’s Competitive Oil and Gas Lease Sale 30 in December, 1979. I am writing to you 
because according to DNR ’s leasing records, you or your company xor its predecessor) 
participated in the competitive bidding at Sale 30.
The Northstar leases were originally awarded to Amerada Hess Corp.. Enterprise O il. 
Murphy Oil USA. and Shell Oil. These lessees subsequently combined their lease interests 
to form the state s first joint state/federal unit, the Northstar unit, which is located offshore 
in the Beaufort Sea approximately six miles north o f die Prudhoc Bay Unit. A number o f 
exploration wells were drilled during the initial 10 year term o f the unit, and Amerada Hess 
subsequently sought and received from the Department o f Natural Resources a further five 
year extension o f the unit during which it drilled one additional well and conducted 
engineering studies to determine the feasibility o f developing the Northstar reserves which 
are estimated by DNR and BPXA to be about 130 million barrel.; o f recoverable oil
Under the provisions o f their unit agreement and its extension. Amerada Hess and its 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR by October 25. 1994 to avoid default o f the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development o f the Noithslar field, and by letter dated 
November 3. 1994, DNR notified the companies dial die unit was in default.
Subsequently, on December 12, 1994 DNR issued a letter amending its November 3. 1994 
Notice o f Default to provide Amerada Hess and its partners the alternatives o f either 
providing an updated TOD within 90  days or voluntarily terminating the Northstar Unit 
Agreement.
Had the unit terminated under DNR's Notice o f Default, the slate leases upon which no 
wells certified as capable o f producing in paying quantities had been drilled would have 
reverted to the state, making them available lor re-leasing under competitive terms selected 
by DNR Under the provisions o f the leases and the department's regulations, the DNR 
could then have issued notice to the lessees o f those Icarcr. which contained certified wells 
to begin production allow ing the lessee a reasonable amount o f time to do so.
F o llo w in g  rece ip t o f  the N otice o( D efau lt, both A m erada H ess and  S hell so ld  their
in te re sts  in  llie N orthsta r U nit (9 8 OX pcrecn t) to B PX A . an d  by letter d a ted  Jan u ary  13.



A l a s k a  S t a t e  L e g i s l a t u r e

n „. . in S e n a t e  R e s o u r c e s  C o m m i t t e e  state capitoiOfficial Business Juneau A K  99801
April 10, 1996

Mr. Mike Allavilla 
Seneca
970-276-3014 
Dear Mr. Allavilla:
The Alaska Senate Resources Committee is conducting hearings on Senate B ill 3 1 S. a bill 
for an act entitled "An Act Authorizing, approving and ratifying the amendment o f die 
Northstar Unit oil and gas leases between the State o f  Alaska and BP Exploration (Alaska)
Inc.. and providing for an effective date." Senate B ill 318 has been introduced at the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between the Commissioner o f the Department o f Natural Resources (DNR ) 
and BP Exploration ( Alaska). Inc. (BPXA ) to amend the competitively bid net profit share 
terms o f certain oil and gas leases (Northstar leases) which were offered in the Stale o f 
Alaska’s Competitive O il and Gas Lease Sale 30 in December. 1979. 1 am writing to you 
because according to DNR's leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.
The Northstar leases were originally awarded to Amerada Hess Corp., Enterprise Oil,
Murphy O il USA. and Shell O il. These lessees subsequently combined their lease interests 
to form the state's first joint state/federal unit, the Northstai unit, which is located offshore 
in the Beaufort Sea approximately six miles north o f die Prudhoc Bay Unit. A number o f 
exploration wells were drilled during the initial 10 year term o f the unit, and Amerada Hess 
subsequently sought and received from the Department o f Natural Resources a further five 
year extension o f the unit dunng which it drilled one additional well and conducted 
engineering studies to determine die feasibility o f developing the Northstar reserves which 
arc estimated by DNR and BPXA to be about 130 million bancls o f recoverable oil.
Under the provisions o f dieir unit agreement and its extension, Amerada Hess and its 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR by October 25, 1994 to avoid default o f die Unit Agreement. Amerada Hess and its 
partners elected not to pursue development o f the Northstar field, and by letter dated 
November 3. 1994. DNR notified the companies that the unit was in default.
Subsequently, on December 12, 1994 DNR issued a letter amending its November 3. 1994 
Notice o f Default to provide Amerada Hess and its partners die alternatives o f cither 
providing an updated POD within 90  days or voluntarily terminating the Nortlistar Unit 
Agreement.
Had the unit terminated under DNR's Notice o f Default, the state leases upon which no 
wells certified as capable o f producing in paying quantities had been drilled would liave 
reverted to the state, making them available for re-leasing under competitive terms selected 
by DNR. Under the provisions o f the leases and the department’s regulations, the DNR 
could then have Issued notice to the lessees o f those leases which contained certified wells 
to begin production, allowing the lessee a reasonable amount o f lime to do so.
F o llow ing  receip t o f  the  N otice o f  D efault, hodi A m erada H ess and  S hell so ld  their
in terests  in the N o rth sta r U nit (98 .08  percen t) to  B PX A . and  by letter d a ted  Jan u ary  13.



A l a s k a  S t a t e  L e g i s l a t u r e

O ffid a l Business S e n a t e  R e s o u r c e s  C o m m i t t e e State Capitol
Juneau AK 99801

April 10, 1996
Mr. Marshall Gilc 
Amoco
303-830-4900 
Dear Mr. Gilc:
llie  Alaska Senate Resources Committee is conducting hearings on Senate Bill 318. a bill 
lo r an act entitled "An Act Authorizing, approving and ratifying the amendment o f the 
Northstar Unit oil and gas leases between the Suite o f  Alaska and BP Exploration (Alaska) 
Inc.. and providing for an effective date." Senate B ill 318 has been introduced at the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between the Commissioner o f the Department o f Natural Resources (DNR ) 
and BP Exploration (Alaska), Inc. (BPXA ) to amend the competitively hid iv t profit share 
terms o f certain o il and gas leases (Northstar leases) which were offered in the State o f 
Alaska’s Competitive O il and Gas Lease Sale 30 in December, 1979. I am writing to you 
because accoiding to DN R ’s leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.
The Northstar leases were originally awarded to Amerada Hess Corp.. Enterprise Oil, 
Murphy Oil USA. and Shell O il. These lessees subsequently combined their lease interests 
to form the state’s first joint state/federal unit, the Northstar unit, which is located offshore 
in the Bcaulort Sea approximately six miles north o f the Prudhoe Bay Unit. A number o f 
exploration wells were drilled during the initial 10 year term o f the unit, and Amerada Hess 
subsequently sought and received from the Department o f Natural Resources a further five 
year extension o f the unit during which it drilled one additional well and conducted 
engineering studies to determine the feasibility o f developing die Northstar reserves which 
arc estimate J  by DNR and BPXA to be about 130 million bancls o f recoverable oil.
Under the provisions o f their unit agreement and its extension, Amerada Hess and its 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR by October 25, 1994 to avoid default o f the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development o f the Nortlistar field, and by letter dated 
November 3 .1 9 9 4 . DNR notified lltc companies Utr.t llie unit was in default.
Subsequently, on December 12, 1994 DNR issued a letter amending iLs November 3, 1994 
Notice o f Default to provide Amerada Hess and iLs partners the alternatives o f either 
providing an updated POD within 90 days o r voluntarily terminating the Northstar Unit 
Agreement.
Had the unit terminated under DNR ’s Notice o f Default, the state leases upon which no 
wells certified as capable o f producing in paying quantities had be* n drilled would have 
a*verted to the state, making them available for re leasing under ci mpctilivc terms selected 
by DNR. Under the provisions o f the leases and the department’s regulations, the DNR 
could then have issued notice to the lessees o f those leases which contained certified wells 
to begin pnxlucti m. allowing the lessee a reasonable amount o f lime to do so.
F o llow ing  receip t o f  the  .’o ticc  o f D efault, bo th  A m erada H ess an d  Shell sold their
in terests in  the N o rth sta r U nit (98  OS p ercen t) to  B PX A , and  by letter d a ted  Jan u a ry  13,



W g m  A l a s k a  S t a t e  L e g i s l a t u r e

O ffida l Business S e n a t e  R e s o u r c e s  C o m m i t t e e State Capitol
Juneau AK 09801

April 10, 1996
Mr. Robert Sawyer 
Murphy Oil Corporation 
504-561-2836
Dear Mr. Sawyer:
Tire Alaska Senate Resources Committee is conducting hearings on Senate Bill 318, a bill 
fo r an act entitled "An Act Authorizing, approving and ratifying the amendment o f the 
Northstar Unit oil and gas leases between the Stale o f  Alaska and BP Exploration (Alaska) 
Inc., and providing for an effective date." Senate B ill 318 has been introduced at the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between the Commissioner o f the Department o f Natural Resources (DNR ) 
and BP Exploration (Alaska), Inc. (BPXA ) to amend the competitively bid net profit share 
terms o f certain oil and gas leases (Northstar leases) which were offered in the State o f 
Alaska’s Competitive Oil and Gas Lease Sale 30 in December. 1979. 1 am writing to you 
because according to DNR ’s leasing records, you or your company (o r its predecessor) 
participated in the competitive bidding at Sale 30.
The Northstar leases were originally awarded to Amerada Hess Corp., Enterprise Oil, 
Murphy Oil USA, and Shell Oil. These lessees subsequently combined their lease interests 
to lorm the stale's first joint state/federal unit, die Northstar unit, which is located offshore 
in the Beaufort Sea approximately six miles north o f the Prudhoe Bay Unit. A number o f 
exploration wells were drilled during the initial 10 year term o f the unit, and Amerada Hess 
subsequently sought and received from the Department o f Natural Resources a further five 
year extension o f the unit during which it drilled one additional well and conducted 
engineering studies to determine the feasibility o f developing the Nortlistar reserves which 
are estimated by DNR and BPXA to be about 130 million barrels o f recoverable oil.
Under the provisions o f their unit agreement and its extension. Amerada Hess and its 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR by October 25, 1994 to avoid default o f the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development o f the Northstar ficlu, and by letter dated 
November 3. 1994. DNR notified the companies that the unit was in default.
Subsequently, on December 12. 1994 DNR issued a letter amending iLs November 3. 1991 
Notice o f Default to provide Amerada Hess and iLs partners live alternatives o f cither 
providing an updated l*OD within 90 days or voluntarily terminating die Northstar Unit 
Agreement.
Had the unit terminated under DNR's Notice o f  Default, the slate leases upon which no 
wells certified as capable o l producing in paying quantities had been drilled would have 
reverted to the state, making them available for re-leasing under competitive terms selected 
by DNR Under the provisions o f  the leases and the department’s regulations, the DNR 
could then have issued notice to die lessees o f those leases which contained certified wells 
to begin pioduclion, allowing the lessee a reasonable amount o f time to do so.
F ollow ing  receip t o f  the N otice o f  D efault, both  A m erada H ess and  Shell so ld  their
intercsLs in the N o rth s ta r U nit (98.(18 p ereen t) to  B PX A , and by  le tter d a ted  Jan u ary  13.



A l a s k a  S t a t e  L e g i s l a t u r e

O f f i c i a l  B u s i n e s s S e n a t e  R e s o u r c e s  C o m m i t t e e State Capitol
luneau AK 99801

April 10. 1996
Mr. E. R. Ramp
Phillips Petroleum Company
713-669-3630
Dear Mr. Ramp:
The Alaska Senate Resources Committee is conducting hearings on Senate B ill 3 IK, a bill 
fo r an act entitled "An Act Authorizing, approving and ratifying the amendment o f die 
Northstar Unit oil and gas leases between the State o f Alaska and B ?  Exploration (Alaska) 
Inc., and providing for an effective date." Senate Bill 318 has been introduced at the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between the Commissioner o f the Department o f Natural Resources (DNR ) 
and BP Exploration (Alaska). Inc. (BPXA ) to amend the competitively bid net profit share 
terms o f certain oil and gas leases (Northstar leases) which were offered in die Stale o f 
Alaska's Competitive Oil and Gas Lease Sale 30 in December, 1979. 1 am writing to you 
because according to DNR ’s leasing records, you or your company (o r its predecessor) 
participated in the competitive bidding at Sale 30.
The Northstar leases were originally awarded to Amerada Hess Corp.. Enterprise Oil. 
Murphy 0 ;' USA. and Shell Oi). These lessees subsequently combined their lease interests 
to form die state's first joint statc/fcdcral unit, the Northstar unit, which is located offshore 
in the Beaufort Sea approximately six miles north o f the Prudhoc Bay Unit. A number o f 
exploration wells were drilled during the initial 10 year lemi o f the unit, and Amerada Hess 
subsequently sought and received from die Department o f Natural Resources a further five 
year extension o f the unit during which it drilled one additional well and conducted 
engineering studies to determine the feasibility o f developing die Nordislar reserves which 
are estimated by DNR and BPXA to be about 130 million barrels o f recoverable oil,
Under the provisions o f dieir unit agreement and its extension. Amerada Hess and its 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR hy October 25. 1994 to avoid default o f the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development o f the Northstar field, and by letter dated 
November 3 .1 9 94 , DNR notified die companies dial die unit was in default 
Subsequently, on December 12. 1994 DNR issued a letter amending its November 3, 1994 
Notice o f Default to provide Amerada Hess and iLs partners the alternatives o f either 
providing an updated POD within 9 0  days or voluntarily terminating the Northstar Unit 
Agreement.
I lad the unit terminated under DNR's Notice o f Default, the stale leases upon which no 
wells certified as capable o f producing in paying quantities had been drilled would have 
reverted to the stale, making them available for re-leasing under competitive terms selected 
by DNR. Under the provisions o f the leases and die department’s regulations, the DNR 
could then have issued notice to the lessees o f those leases which contained certified welLs 
to begin production, allowing the lessee a reasonable amount o f time to do so.
F o llo w in g  receip t o f  the N otice o f D efau lt, bodt A m erada H ess and  S hell so ld  their
in terests  in the N o rth sta r U nit (98 .08  percen t) to B PX A . and  by  letter d a ted  Jan u ary  13.



offidai Business S e n a t e  R e s o u r c e s  C o m m i t t e e  ^ “X i

April 10, 1996
Mr. Gregg Nady 
Shell Oil Company 
713-544-4745
Dear Mr. Nady:
The Alaska Senate Resources Committee is conducting hearings on Senate B ill 3 IS. a bill 
for an act entitled "An Act Authorizing, approving and ratifying die amendment o f the 
Northstar Unit oil and gas leases between the State o f Alaska and BP Exploration (Alaska)
Inc., and providing for an effective date." Senate Bill 318 has been introduced al the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between the Commissioner o f the Department o f Natural Resources (DNR ) 
and BP Exploration (Alaska), Inc. (BPXA ) to amend the competitively bid net profit share 
terms o f  certain oil and gas leases (Northstar leases) which were offered in the State o f 
Alaska's Competitive Oil and Gas Lease Sale 30 in December, 1979. I am writing to you 
because according to DNR ’s leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.
The Northstar leases were originally awarded to Amerada Hess Corp.. Enterprise O il.
Murphy Oil USA , and Shell O il. These lessees subsequently combined their lease interests 
to form the state's first joint state/federal unit, the Northstar unit, which is located offshore 
in the Beaufort Sea approximately six miles north o f die Prudhoe Bay Unit. A number o f 
exploration wells were drilled during the initial 10 year term o f the unit, and Amerada Hess 
subsequently sought and received front the Department o f Natural Resources a further five 
year extension o f the unit during which it drilled one additional well and conducted 
engineering studies to determine the feasibility o f developing the Northstar reserves which 
arc estimated by DNR and BPXA to be about 130 million barrels o f recoverable oil.
Under the provisions o f their unit agreement and its extension, Amerada Hess and its 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR hy October 25, 1994 to avoid default o f the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development o f the Northstar field, and by letter dated 
November 3. 1994, DNR notified the companies that the unit was in default.
Subsequently, on December 12. 1994 DNR issued a letter amending iLs November 3. 1994 
Notice o f Default to provide Amerada 1 less and its partners the alternatives o f either 
providing an updated POD within 90  days or voluntarily terminating the Northstar Unit 
Agreement.
Had the unit terminated under DNR ’s Notice o f Default, the state leases upon which no 
wells certified as capable o f producing m paying quantities had been drilled would have 
reverted to the state, making them available for re-leasing under competitive terms selected 
by DNR. Under the provisions o f the leases and the department's regulations, the DNR 
could then have issued notice to the lessees o f those leases which contained ccrt’ icd wells 
to begin production, allowing the lessee a reasonable amount o f time to do so.

A l a s k a  S t a t e  L e g i s l a t u r e

E ndow ing  rece ip t o f  the N otice o f  D efault, bo th  A m erada H ess and  S hell sol . their
in te rests  in  the N o rth s ta r U nit (98 .08  p ercen t) to B PX A . and  by letter d a ted  Jan u a ry  13,



A l a s k a  S t a t e  L e g i s l a t u r e

O ffid a l Business S e n a t e  R e s o u r c e s  C o m m i t t e e State Capitol
Juneau AK 99801

April 10, 1996
Mr. Rick Chamberlain 
Chevron USA , Inc.
713-754-2800
Dear Mr. Chamberlain:
The Alaska Senate Resources Committee is conducting hearings on Senate B ill 318, a bill 
for an act entitled "An Act Authorizing, approving and ratifying the amendment o f  the 
Northstar Unit oil ami gas leases between the State o f Alaska and BP Exploration (Alaska) 
Inc.. and providing for an effective date." Senate R ill 318 has been introduced at the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between the Commissioner o f the Department o f Natural Resources (DNR ) 
and BP Exploration (Alaska), Inc. (BPXA ) to amend the competitively bid net profit share 
terms o f certain oil and gas leases (Northstar leases) which were offered in the Stale o f 
Alaska's Competitive Oil and Gas Lease Sale 30 in December, 1979. I am writing to you 
because according to DNR's leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.
The Northstar leases were originally awarded to Amerada Hess Corp., Enterprise Oil, 
Murphy O il USA. and Shell O il. These lessees subsequently combined their lease interest.' 
to form the state's first jo int state/federal unit, the Northstar unit, which is located offshore 
in the Beaufort Sea approximately six miles north o f the Prudhoe Bay Unit. A number o f 
exploration wells were drilled during the initial 10 year term o f the unit, and Amerada Hess 
subsequently sought and received from the Department o f Natural Resources a further five 
year extension o f the unit during which it drilled one additional well and conducted 
engineering studies to determine llie feasibility o f developing the Northstar reserves which 
arc estimated by DNR and BPXA to be about 130 million barrels o f  recoverable oil.
Under the provisions o f their unit agreement and its extension, Amerada Hess and iLs 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR by October 25, 1994 to avoid default o f the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development o f the Northstar field, and by letter dated 
November 3 ,1 9 94 , DNR notified the companies that the unit was in default.
Subsequently, on December 12, 1994 DNR issued a letter amending its November 3, 1994 
Notice o f Default to provide Amerada Hess and iLs partners the alternatives o f either 
providing an updated POD within 90 dr.ys or voluntarily terminating the Northstar Unit 
Agreement.
Had the unit terminated under DNR '; Notice o f Default, the state leases upon which no 
wells certified as capable o f producing in paying quantities had been drilled would have 
reverted to the state, making them available for re-leasing under competitive terms selected 
by DNR. Under the provisions o f the leases and the department's regulations, the DNR 
could then have issued notice to die lessees o f those leases which contained certified wells 
to begin production, allowing the lessee a reasonable amount o f time to do so.
F ollow ing  receip t o f  the N otice o f  D efault, K ith  A m erada H ess and Shell so ld  their
in terests in the N o rth s ta r Unit (98 .08  p ercen t) to  B PX A , and  hy le tter d a ted  Jan u a ry  13.



0 „ . . ,D . S e n a t e  R e s o u r c e s  C o m m i t t e e  statecapitoiOfficial Business Juneau A K  99801
April 10, 1996
Mr. Michael Gooding, c/o Cynthia Pierce 
Oxy USA, Inc.
918-561-2892
Dear Mr. Gooding:
'Hie Alaska Senate Resources Committee is conducting hearings on Senate Bill 318, a bill 
for an act entitled "An Act Authorizing, approving and ratifying the amendment o f the 
Northstar Unit oil and gas leases between the Stale o f Alaska and BP Exploration (Alaska)
Inc., and providing for an effective date." Senate B ill 318 has been introduced al the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between the Commissioner o f the Department o f Natural Resources (DNR) 
and BP Exploration (Alaska), Inc. (BPXA ) to amend the competitively bid net profit share 
terms o f certain oil and gas leases (Northstar leases) which were offered in the State o f 
Alaska's Competitive Oil and Gas Lease Sale 30 in December, 1979. I am writing to you 
because according to DNR's leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.
The Northstar leases were originally awarded to Amerada Mess Corp., Enterprise Oil,
Murphy O il USA, and Shell Oil. These lessees subsequently combined their lease interests 
to form the state’s first jo in t state/federal unit, the Northstar unit, which is located offshore 
in the Beaufort Sea approximately six miles north o f die Prudhoe Bay Unit. A number o f 
exploration wells were drilled during the initial 10 year term o f the unit, and Amerada I less 
subsequently sought and received from die DeparUnent o f Natural Resources a further five 
year extension o f die unit during which it drilled one additional well and conducted 
engineering studies to determine die feasibility o f developing the Northstar reserves which 
are estimated hy DNR and BPXA to be about 130 million barrels o f recoverable oil.
Under the provisions o f dieir unit agreement and its extension. Amerada 1 less and its 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR by October 25, 1994 to avoid default o f the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development o f the Northstar field, and by letter dated 
November 3, 1994, DNR noufied die companies diat die unit was in default.
Subsequently, on December 12, 1994 DNR issued a letter amending its November 3, 1994 
Notice o f Default to provide Amerada Hess and its partners the alternatives o f either 
providing an updated POD within 90 days or voluntarily terminating the Northstar Unit 
Agreement.
I lad the unit terminated under DNR's Notice o f  Default, the state leases upon which no 
wells certified as capable o f producing in paying quantities had been drilled would have 
reverted to the state, making them available for re-leasing under competitive terms selected 
by DNR. Under the provisions o f the leases and die department's regulations, the DNR 
could then have issued notice to the lessees o f those leases which contained certified wells 
to begin production, allowing the lessee a reasonable amount o f time to do so.

A l a s k a  S t a t e  L e g i s l a t u r e

Follow ing  rece ip t o f  the N otice o f  D efau lt, bodi A m erada H ess and Shell so ld  their
in terests in die N o rth s ta r  U nit (98 .08  p e rcen t)  to  B PX A . and  by letter d a ted  Jan u a ry  13,



A l a s k a  S t a t e  L e g i s l a t u r e

n „. . in S e n a t e  R e s o u r c e s  C o m m i t t e e  state capitoiOfficial Business Juneau AK  99801
April 10, 1996
Mr. Charlie Howell 
Mobile Oil Corporation 
214-951-22SW MM.7
Dear Mr. Howell:
Tlie Alaska Senate Resources Committee is conducting hearings on Senate Bill 31X, a bill 
for an act entitled "An Act Authorizing, approving and ratifying the amendment o f the 
Nortlistar Unit oil and gas leases between the State o f Alaska and BP Exploration (Alaska)
Inc.. and providing for an effective date." Senate B ill 318 has been introduced at the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between Llie Commissioner o f the Department o f  Natural Resources (DN R ) 
and BP Exploration (Alaska), Inc. (BPXA ) to amend the competitively bid net profit share 
terms o f certain oil and gas leases (Northstar leases) which were offered in the State o f 
Alaska’s Competitive O il and Gas Lease Sale 30 in December, 1979. I am writing to you 
because according to D N R ’s leasing records, you or your company (or its predecessor) 
participated in the competitive bidding at Sale 30.
Hie Northstar leases were originally awarded to Amerada I less Corp., Enterprise Oil.
Murphy Oil USA. and Shell Oil. These lessees subsequently combined their lease interests 
to form the suite’s first jo in t state/federal unit, the Northstar unit, which is located offshore 
m the Beaufon Sea approximately six miles north ol the Prudhoe Bay Unit. A number o f 
exploration wells were drilled during the initial 10 year term o f the unit, and Amerada Hess 
subsequently sought ;uid received from die Department o f Natural Resources a further five 
year extension o f the unit during which it drilled one additional well and conducted 
engineering studies to determine the feasibility o f developing die Northstar reserves which 
are estimated by DNR and BPXA to be about 130 million barrels o f  recoverable oil.
Under the provisions o f dicir unit agreement and its extension, Amerada Hess and its 
partners were required to submit an acceptable updated Plan o f Development (POD ) to 
DNR by October 25, 1994 to avoid default o f the Unit Agreement. Amerada Hess and its 
partners elected not to pursue development o f the Nortlistar field, and by letter dated 
November 3, 1994, DNR notified the companies that the unit was in default.
Subsequently, on December 12. 1994 DNR issued a letter amending its November 3. 1994 
Notice o f Default to provide Amerada Hess and its partners the alternatives o f cither 
providing an updated POD within 90 days or voluntarily terminating the Northstar Unit 
Agreement.
Had the unit terminated under DNR's Notice o f  Default, the state leases upon which no 
wells certified as capable o f producing in paying quantities had been drilled would have 
reverted to the state, making them available for re-leasing under competitive terms selected 
by DNR. Under the provisions o f the leases and die department's regulations, the DNR 
could then have Issued notice to die lessees o f those leases which contained certified wells 
to begin production, allowing the lessee a reasonable amount o f time to do so.
Follow ing  receip t o f  die N otice o f  D efault, bo th  A m erada H ess and  Shell so ld  th e ir
in terests in the N o rth s ta r U nit (98 .08  p e rcen t) to  B P X A . and  by  le tte r d a ted  Jan u ary  13.



m„.i S e n a t e  R e s o u r c e s  C o m m i t t e e  statecapitoiO ffid a l Business j uneau AK 99801
April 10, 1996
Mr. Stuart Gustafson „  .
Exxon ****■
9 0 7 - 5 6 4 - 3 7 ^ tT iu > n

Dear Mr. Gustafson:
The Alaska Senate Resources Committee is conducting hearings on Senate B ill 3 IX. a bill 
for an act entitled "An Act Authorizing, approving and ratifying the amendment o f llie 
Northstar Unit oil and gas leases between the Stale o f Alaska and BP Exploration (Alaska)
Inc.. and providing for an effective date." Senate B ill 31X has been introduced at the 
request o f Governor Knowles in order to seek legislative approval and ratification o f 
negotiations between the Commissioner o f  the Department o f Natural Resources (DNR) 
and BP Exploration (A laska), Inc. (B PXA ) to amend the competitively bid net profit share 
terms o f certain oil and gas leases (Northstar leases) which were offered in the Slate o f 
Alaska's Competitive Oil and Gas Lease Sale 30 in December. 1979. I am writing to you 
because according to DNR's leasing records, you or your company (o r its predecessor) 
participated in the competitive bidding at Sale 30.
The Northstar leases were originally awarded to Amerada Hess Corp.. Enterprise Oil,
Murphy Oil USA, and Shell Oil. These lessees subsequently combined their lease interests 
to form the state's first joint state/federal unit, the Northstar unit, which is located offshore 
in the Beaufort Sea approximately six miles north o f the Prudhoc Bay Unit. A number o f 
cxplorauon wells were drilled during the initial 10 year term o f the unit, and Amerada Hess 
subsequently sought and received from die Department o f Natural Resources a further five 
year extension o f the unit during which it drilled one additional well and conducted 
engineering studies to determine t ic feasibility o f  developing the Northstar reserves which 
are estimated by DNR and BPXA to be about 130 million barrels o f recoverable oil.
Under the provisions o f  their unit agrecm mi and iLs extension. Amerada Hess and its 
partners were requia*d to submit an acceptable updated Plan o f Development (POD ) to 
DNR by October 25, 1994 to avoid default o f the Unit Agreement. Amerada Hess and iLs 
partners elected not to pursu • development o f the Northstar field, and by letter dated 
November 3, 1994, DNR notified the companies that the unit was in default.
Subsequently, on December 12, 1994 DNR issued a letter amending its November 3, 1994 
Notice o f Default to provide Amerada Hess and its partners the alternatives o f  either 
providing an updated POD within 90 days or voluntarily terminating the Northstar Unit 
Agreement.
I lad the unit terminated under DNR ’s Notice o f Default, the state leases upon which no 
wells certified as capable o f  producing in paying quantities had been drilled would have 
reverted to the state, making them available for re*lcasing under competitive terms selected 
by DNR . Under the provisions o f  the leases and the department's regulations, the DN * 
could then have issued notice to the lessees o f those leases which contained certified wells 
li) begin production, allowing the lessee a reasonable amount o f  time to do so.

A l a s k a  S t a t e  L e g i s l a t u r e

F o llo w in g  receip t o f  the N otice o f  D efau lt, both A m erada H ess and S hell so ld  their
in te rests  in 'h e  N o rth s ta r  U nit (9X.0X percen t) to  B PX A , and by  le tter d a ted  Jan u a ry  13.
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(907) 485-2867 or 465-2450 

FAX (007) 465-2029 

Moll Slop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seword Street, Suite 409 
Junsnu, Alaska 99801-2105

M E M O R A N D U M April 2, 19%

S U B J E C T : Executive sessions o f  legislative committees (Uniform  Rule 22)

T O : Senator Drue Pearce 
President o f  the Senate 
Attn: Laura W illiams

F R O M : Tamara Brandt Cook 
Director

You have asked whether a legislative committee may consider confidential information in 
cxccuti\c session. A committee is authorized to go into executive session for the purposes 
o f  considering confidential information under Uniform Rule 22 (b )(3 ). Note that the 
committee must first convene a public meeting and the motion to go into executive session 
must be approved by at least a majority o f  the members present. Note also that a legislator 
who is not a member o f  the committee may not l>c excluded from an executive session.

You have also asked to what extent a legislative committee could consider confidential 
information at an executive session under the open meetings guidelines as approved by the 
Senate. The Select Committee on Legislative Ethics adopted Revised Proposed Guidelines 
on February 13. 1995 under its authority to develop open meetings guidelines 
(AS 24.60.037). The Senate affirmed those Guidelines except the parts that address go 
between or serial meetings, meetings not otherwise described, political strategy sessions, and 
the definition o f  "nonlcgislativc organization." (CSSCR R (R I.S )) The portion o f  the 
definitions headed "Executive Session” appears to have been approved by the Senate. It does 
authorize executive sessions for "matters which by law arc required to be confidential..." 
Under the hauling "Committee Meetings" the Guidelines slate: "EXCEPTION that would 
allow  a meeting to be closed: Executive Session."

TBC:glc
96-!98 .g lc



BP EXPLORATION BP Ciptoranon (Aiuka) inc.
900 Eail Demon Boulovnrd 
PO. Bo« 190012 
Anchofago, Alaska 99519 0012 
(907) 501-5111

April 8, 1996

The Honorable Loren Leman. Chair 
Senate Res urcos Committee 
Alaska State Legislature 
Stato Capitol 
Juneau, AK 99801

Dear Senator Leman:

In responso to your letter of April 3, 1996, BP has provided and will provide certain 
non-confidential and confidential information to the Alaska State Legislature in support 
of the negotiated agreement between BP and the Department of Natural Resources 
(DNR). Although a privilege of confidentiality could be asserted for much of the 
information, BP has willingly provided most of the information in order to facilitate a full 
and candid discussion of the agreement.

In addition to the substantial amount of information provided to DNR on a non- 
confidential basis, BP provided certain additional information (see attached list) for 
which it requested confidentiality pursuant the statutory provisions you noted, namely 
AS 38.05.035(a)(9)(C) and (D). BP has consented to the disclosure of the following 
information to legislators on a confidential basis as outlined below :

1. Purchase once paid bv BP_for its acquisition of Northstar from Amerada Hess. 
The purchase agreement between BP and Amerada Hess requires 
confidentiality. However, we have requested permission from Amerada Hess to 
disclose the purchase to the Alaska State Legislature on a confidential basis in 
executive session. BP will disclose this information when we have written 
authonzation from Amerada Hess.

2. BPXA's Economic Model. DNR and/or BP will demonstrate BP's confidential 
oconomic model, which involves cost data and financial information, in an 
executive session. Either DNR or BP can run and interrogate the model during 
the session with various scenarios requosted by tho legislators. However, we 
do not plan to leave a copy of the model with the legislature. BP is willing to 
work individually with any legislator to review tho model and answer any 
questions.

3. BEXA:sjftPBifly8Utnd_5flnciL0.n Process_(GI AAPS)_and BP's Economic Criteria 
(once forecasts . This is sensitive financial information which wo are willing to 
s.iscloso only to Alaska legislators on a confidential basis, without further 
disclosure to legislative advisors, consultants or staff members.
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4. BP’s NPSL Development (Investment) Account Review. BP has made an 
internal assessment of the NPSL Development Account which was provided to 
the DNR on a confidential basis. While we are willing to share that review with 
the Legislature, it may be more appropriate for you to ask the DNR for their 
review of the Development Account.

We look forward to working with you and other members of the Senate on tho 
Northstar legislation.

Very truly yours, ̂

________ exploration and Development
BP Exploration (Alaska), Inc.

attachment 
cc: Shively, Boyd



N O R T H S T A R  P R O J E C T  

N e g o t i a t i o n  o f  M o d i f i e d  L e a s e  T e r m s  

B P X A  D a t a  T r a n s m i t t e d  t o  D N R

Date to
item DNR

1) Northstar Project * Economic Evaluation 1/3/96
Supplement to DNR
A. Agreemont for Purchase & Sale of 1/11/96

Amerada Northstar Interest
B. BP Preliminary Pre-acquisition 1/3/96

Appraisal (GEM #59) See *P  below.
C. Development (Investment) Account Review 1/3/96
D. BP Northstar AFEs 1/3/96
E. BP Expenditures 1/3/96
F. Draft Conceptual Eng. Report and Geology 1/3/96

Final report issued in February. 1996
G. Tract Allocation 1/3/96
H. BP Approval and Sanction Process (GIAAPS) 1/9/96
I. BP Economic Criteria (Price forecasts) 1/9/96
J. BP/DNR Economic Model (Excel ss) 1/3/96
K. Partner Economics Not supplieo
L. Early Assessment of Risks and Reserves 1/3/96

Data for 
Public_Releose

NO

Not relevant

NO
YES
YES
YES

YES
NO
NO
NO

Not relevant
M. Federal Royalty Relief Efforts 
N. Alaska Expenditures

No data available 
No data available at the time

2) Various BP and DNR Proposals on Modified
Lease Torms and Draft Agreements

12/95-3/96 Not relevant

QPX D ata to Sonata Rooourcos Commmoo April B. 1096



Senate Resources Committee
State Capitol 

Juneau AK 99801

A l a s k a  S t a t e  L e g i s l a t u r e

April 3. 1996
Commissioner John Shively 
Department o f Natural Resources 
via fax: 465-3886
Dear Commissioner Shively:
I anticipate BPXA may ask that part o f  our review o f  the economics supporting the 
negotiated agreement between BPXA and the administration be conducted in executive 
session. Rule 2 2 (b )( l) - (3 ) o f the Uniform Rules o f  the Alaska State Legislature provides 
that:

A legislative body may call an executive session at which members o f the genera! 
public may be excluded for the following reasons:

(1 ) discussion o f matters, the immediate knowledge o f which would adversely 
affect the finances o f  a government unit;

(2 ) discussion o f subjects that tend to prejudice the reputation and character o f a
person;

(3 ) discussion o f  a matter that may. bv law, be requited to be confidential.
Sim ilarly, the Open Meetings Guidelines; doptcd by the Senate provide parallel provisions 
and requirements fo r executive sessions.
Testimony before this committee has established that the Department o f  Natural Resources 
is not opposed to public discussion o f  any o f the material supporting its negotiations to 
amend the net profit share provisions o f  the Northstar leases.
BPXA , however, may decide to claim the privilege o f confidentiality for certain o f the 
information, and may ask that the committee review the information in executive session. 
Presumably BPXA would base its entitlement to confidentiality on the provisions o f  AS 
38 .05 .035 (a )(9 )(C ) and (D ) which provide:

(a) The director shall....
(9 ) maintain such records as the commissioner considers necessary, administer 

oaths and do all things incidental to the authority imposed; the following records and files 
shall Ik  kept confidential upon request o f the person supplying the information:

(C ) a ll geological, geophysical and engineering data supplied, whether or not 
concerned with the extraction or development o f natural resources;

(D ) except as provided in AS 38.05.036, cost data and financial information 
submitted in support o f applications, bonds, leases and similar items;



You, Governor Knowles, and BPXA  President John Morgan have all said that you support 
fu ll and candid discussion o f  the negotiations and the policy implications behind the 
legislature’s decision o f  whether o r not to ratify the agreement. To assure that the review is 
public, yet thorough, only that information which must be kept confidential by law w ill be 
treated as confidential.
Accordingly, before the committee votes to go into executive session, BPXA ’s 
representative should confirm that BPXA is indeed requesting confidentiality, and^statc 
the statutory basis fo r the request.
DNR's representative should be prepared to certify that the information to be discussed is 
entitled to confidentiality under the department’s statutes and regulations.
Thank you for your participation in these hearings.

senator Loren Leman 
Chairman

C o m m iiu o n c f John Shively 
A pril 3. 1996 2



Senate Resources Comm ittee
State Capitol 

Juneau AK 99801

A l a s k a  S t a t e  L e g i s l a t u r e

April 3, 1996
Mr. John Morgan 
BP Exploration (ALA.SKA) Inc. 
via fax: 564-5900
Dear Mr. Morgan:
Your testimony suggested that you may ask that part o f  our review o f the economics 
supporting the negotiated agreement between BPXA and the administration be conducted in 
executive session. Rule 2 2 (b )( l)- (3 ) o f  the Uniform Rules o f the Alaska State Legislature 
provides that:

A legislative body may call an executive session at which members o f the general 
public may be excluded for the following reasons:

(1 ) discussion o f matters, the immediate knowledge o f which would adversely 
affect the finances o f  a government unit;

(2 ) discussion o f subjects that tend to prejudice the reputation and character o f  a
person;

(3 ) discussion o f  a matter that may, by law, oc required to be confidential.
Similarly, the Open Meetings Guidelines adopted by die Senate provide parallel provisions 
and requirements fo r executive sessions.
Testimony before this committee has established that the Department o f Natural Resources 
is not opposed to public discussion o f  any o f the material supporting its negotiations to 
amend the net profit share provisions o f  the Northstar leases.
I f  you claim the privilege o f confidentiality fo r certain information. I presume you will base 
your entitlement to confidentiality on the provisions o f AS 38.05.035(aX9)(C ) and (D ), 
which provide:

(a ) The director shall....
(9 ) maintain such records as the commissioner considers necessary, administer 

oaths and do all things incidental to the authority imposed; the following records and files 
shall be kept confidential upon request o f the person supplying the information:

(Q  a ll geological, geophysical and engineering data supplied, whether o r not 
concerned with the extraction or development o f natural resources;

(D ) except as provided in AS 38.05.036, cost data und financial information 
submitted in support o f applications, bonds, leases and similar items;



You, Governor Knowles, and Commissioner Shively have all said that you support full 
and candid discussion o f the negotiations and the policy implications behind the 
legislature’s decision o f  whether o r not to ratify the agreement. To assure that the review is 
public, yet thorough, only that information which must be kept confidential by law will be 
treated as confidential.
Accordingly, before the committee votes to go into executive session, your representative 
should confirm that BPXA is indeed requesting confidentiality, and^kTstatc the statutory 
basis fo r the request.
I w ill ask DNR's representative to certify that the information to be discussed is entitled to 
confidentiality under the department's statutes and regulations.
Thank you fo r your participation in these hearings.

Senator Loren Leman 
Chairman

M r. John M organ 
April 3. 1996 2



C O N F ID E N T IA L IT Y  A G R E E M E N T

I , _________________________________ , being first duly sworn, agree and stipulate as
follows;

1 I acknowledge that I have read and understand the following paragraphs and 
that I will he subject to any penalties by law for breach o f  this trust

a) In accordance with AS 38.05 035 (a )(9 )(A )* (F ) BP Exploration (A laska) Inc. 
supplied certain information pertaining to Northstar Unit leases to the Department o f  Natural 
Resources which it designated as confidential The Department o f  Natural Resources has 
properly agreed to keep the information conlidential

b) Unless disclosure is made by sworn testimony or other evidence in a legal 
proceeding in conformity with a court order, it would constitute a misuse o f  confidential 
information punishable as a class A misdemeanor under Alaska Statute AS 11 56 860 for a 
public servant having this information which is obtained during the performance o f  duties on 
behalf o f  the Slate o f  Alaska to discuss with anyone not having a need and legal right to 
know, or reveal in any manner, the text or terms o f  such information

2 I understand that in the course o f  my duties I will or may be exposed to certain 
information entitled to confidential treatment I will not discuss any such information, or in any 
manner transmit or cause to be transmitted either the text or terms o f  any such information other than 
to persons who have also signed copies o f  this confidentiality agreement, and

3 To the extent that I may be involved in the handling or storage o f  any such 
information, I will handle and sort such information in a manner calculated to prevent its exposure 
to any person who has not signed a copy o f  this confidentiality agreement

DATED this _  day o f ______________, 1996

Name

APPEARED before me this day o f ___________________ , 1996

Witness
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R esources T u c , A pr 2 ,1 9 9 6  4 :03  PM

Title: S B  3 1 8 ^  N o r t h s t a r ______________  Page: 1
Type: A p p o i n t m e n t

Category: P e r s o n a l  

Priority:
When: T h u ,  A p r  1 1 , 1 9 9 6  F r o m  6 : 0 0  P M  T o  8 : 0 0  P M

No Contact Information available.
1) Finish questions to Dept, of Law pending from 3/29 and 3/30 hearings: Bruce 
Botelho/Jim Baldwin
2) DNR & BP present economic model of agreement including discussion of 
historical performance of West Coast spot prices and producers' price index
3) Explanation by DNR of the net profit accounting system, allowable deductions and 
how the state's net profit revenues are calculated



R esources T uc, A pr 2, 1996 4:14 PM

Thie: S B  3 1 8 : N o r t h s t a r Page: 1

Type: A p p o i n t m e n t

Category: P e r s o n a l

Priority:
When: W e d ,  A p r  3 , 1 9 9 6  F r o m  7 : 0 0  P M  T o  9 : 0 0  P M

No Contact Information available.
1) BP to present Northstar development plan and schedules
2) Questions on development plan and on materials BP w as to have provided the
committee with by 5:00 p.m. Monday April 1.
3) Follow-up questions from 3/29 and 3/30 hearings



R esources Sat, A p r 13 1996 10:28 A M

Title: R E S O U R C E S  i m m e d i a t e l y  f o l l o w i n g  S E S S I O N Page: 1
Type: A p p o i n t m e n t

Category: A p p o i n t m e n t s

Priority:
When: S a t ,  A p r  1 3  1 9 9 6  F r o m  2 : 0 0  P M  T o  5 : 0 0  P M

No Contact Information available.
I) Continue DNR/BP economic modeling from 4/11, if necessary

2) Review proposed agreement, including enforceability provisions
3) Begin Public Testimony
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A t t e n t i ' b n ^ N o r t h s t a r

Public Opinion Message Senders
U P D A T E  T O :  V e n d o r s , S u p p l ie r s , and  O th e r  A la s k a n  bu s in esses  
S U B J E C T :  P u b l ic  O p in io n  M es sag e s  to  L e g is la t o r s -N o r t h s t a r  P r o je c t

T h i s  g r a s s  r o o t s  e f f o r t  is  w h a t  A la s k a  a n d  A la s k a n s  a r e  a l l  a b o u t !  B P  
r e c e n t ly  s e n t  a  le t t e r  r e q u e s t in g  le g is la t iv e  h e lp ,  s o  le ts  d o  it , O U R  W A Y
A ll the people who sent public opinion messages to Juneau overwhelmed the legislators. The number 
o f  public opinion messages received by them broke every previous record. O ur legislators arc 
energized by Y O U , the sleeping majority that has awakened, and Y O U R  M ESSAGES A R E  CLEAR!
The legislators were glad to hear the people supported their intuition that i f  B P  is going to make 
promises on the Northstar project, they should be put down in wriUng. The question is “ W H Y  
N O T ?" I lcy, in today’ s day and age a deal is a deal, so lets get it in writing. T I IE  
L E G IS L A T O R S  A R E  S A Y IN G  A N D  D O IN G  W H A T  E V E R Y O N E  E L S E  O U T  
T H E R E  IN  T I I E  C O M M U N IT Y  IS  T H IN K IN G !
B P  E x p l o r a t i o n  h as a n  exceptional deal w h i c h  yields a 2 1 %  return o n  investment. 

G o o d ,  w e  a p p l a u d  t h e m .  W h y  w o u l d n ’t they d o  the deal If their p r o m i s e s  arc put in 

writing? T h e r e  s h o u l d n’t be  a n y  r eason at all, b e c a u s e  there a r e n’t m a n y  2 1 %  R O I  

deals o u t  there.

The legislators arc under a lot o f  heat and need personal encouragement to continue their w ork to keep
i llanguage in the Northstar b ill which encourages purchasing goods, products, and supplies from local 

A laskan vendors and businesses. That is fa ir request fo r A laska, its citizens, and the state. Any 
A laskan worth their beans would support that

I f  you live in the districts o f any o f  the fo llow ing  legislators, please ca ll them.

1. A I A dam s-465-3707 Dave Donnc ly-465-3892 Jim Duncan-465-4766
2. Johnny E llis -4 6 5 -3704  Steve F rank-465 -3709 Lyda G rccn -465-6600
3. R ick  H a lfo rd -465 -4958  T im  K c lIy -465 -3822  D rue Pearce-465-4993
4. Randy Ph illip s -465 -4949  Steve R icgcr-465-3879 Judy Sa lO -465-4940
5. Bert Sha rp -465 -3004 Robin T ay lo r-465 -3873 John T o rgcrson -465 -2828

Lets hope management o f  B P  Exploration , from  the President to tlicir head o f  
procurem ent, w ill give their im m ediate unequivocal pub lic support and comm itm cn  
to buying their goods, products, and supplies from  local A laska businesses in 
principle and in practice. D oing this would create a W IN -W IN  situation for BP  
Exploration , the state, and local businesses.
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A K P I R G
A L A S K A  P U B L I C  I N T E R E S T  R E S E A R C H  G R O U Pf Post Office Box 101093 / Anchorage, Alaska 99510-1093

J2fe6  (907) 278-366J FAX (907) 278-9300

S t a t e  S e n a t o r  L o r e n  Leman 
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  99801

«
A p r i l  2 6 ,  1 9 9 6  

D e a r  S e n a t o r  Leman:

T h a n k  y o u  f o r  y o u r  l e t t e r  on  t h e  N o r t h s t a r  a g r e e m e n t .
I n  my l e t t e r  t o  t h e  A n c h o r a g e  D a i l y  N e w s ,  I u r g e d  r e a d e r s  t o  r e v i e w  
t h e  f i n d i n g s  o f  f a c t  w i t h i n  t h e  c o m m i t t e e  s u b s t i t u t e  f o r  SB318 ma d e  
a v a i l a b l e  t o  mo on A p r i l  1 9 t h .  T h o s e  f i n d i n g s  o f  f a c t  d e t a i l  
t h e  o u t r a g e o u s  b e h a v i o r  o f  BP E x p l o r a t i o n .  I u r g e d  A l a s k a n s  t o  
r o v i e w  t h a t  s umma r i  a n d  d e t e r m i n e  f o r  t h e m s e l v e s  t h e  a p p r o p r i a t e  
r e s p o n s e  t o  a n  o i l  c o mp a n y  t h a t  e n t e r s  i n t o  a g r e e m e n t s  i t  d o e s  n o t  
I n t e n d  t o  h o n o r  when A l a s k a ' s  r e s o u r c e s  a r e  c o n c e r n e d .

A l t h o u g h  you  d i s p u t e  my i n t e r p r e t a t i o n  o f  t h e  c o m m i t t e e  
r e s p o n s e  w h e n  i t  r e c e i v e d  B P ’ s  l e t t e r ,  y o u  now t e l l  me t h a t  t h e  
f i n d i n g * -  o f  f a c t  w e r e  re m o v e d , f r o m  t h e  d r a f t  l e g i s l a t i o n  a n d  
s e p a r a t e l y  p u b l i s h e d  a s  a  s t a n d - a l o n e  c o m m i t t e d  r e c o r d .

I t r u s t  t h a t  r o q u e s t s  f o r  t h e  l e g i s l a t i o n  w i l l  b e  m e t  w i t h  
b o t h  t h e  l e g i s l a t i o n  a n d  a  c o p y  o f  t h e  f i n d i n g s  o f  f a c t  i n  i t s  new 
f o r m  s o  t h a t  A l a s k t n s  c a n  d r a w  t h e i r  own c o n c l u s i o n s .  O t h e r w i s e  
t h e  i n v e s t i g a t i v e  r e p o r t  w i l l  b e  e f f e c t i v e l y  s h r e d d e d .

As t o  w h e t h e r  o r  n o t  t h e  c o m m i t t e e  b i l l  o r  t h e  G o v e r n o r ' s  d e a l  
w i t h  BP i s  s u p e r i o r ,  my v i e w  i s  t h a t  BP i s  now t e s t i n g  A l a s k a ' s  
r e s o l v e  a n d  o u r  g o v e r n m e n t ' s  s t e w a r d s h i p  o f  o u r  n a t u r a l  r e s o u r c e s .  
C a p i t u l a t i o n  t o  B P ' s  t h r e a t a  a n d  i t s  e l a b o r a t e  a t t e m p t  i n  t h e  m e d i a  
t o  g l o s s  o v e r  i t s  o u t r a g e o u s  b e h a v i o r  w i l l  b r e a k  f a i t h  w i t h  t h o s e  
who f o u g h t  f o r  A l a s k a ' s  s t a t e h o o d .

E . L .  B a r t l e t t  w a r n e d  t h e  d e l e g a t e s  a t  A l a s k a ' s  C o n s t i t u t i o n a l  
C o n v e n t i o n  a b o u t  s t r a t e g i e s  A l a s k a  w o u l d  c o n f r o n t  f r o m  r e s o u r c e  
e x t r a c t o r s .

He s a i d
"  ( O ) u t s i d e  i n t e r e s t s ,  d e t e r m i n e d  t o  s t i f l e  m y  d e v e l o p m e n t  

i n  A l a s k a  w h i c h  m i g h t  c o m p e t e  w i t h  t h e i r  a c t i v i t i e s  e l s e w h e r e  
w i l l  a t t e m p t  t o  a c q u i r e  g r e a t  a r e a s  o f  A l a s k a ’ s  p u b l i c  l a n d s  i n  
o r d e r  NOT t o  d e v e l o p  t h e m  u n t i l  s u c h  t i m e  a s ,  i n  t h e i r  o m n i p o t e n c e  
a n d  t h e  p u r s u a n c e  o f  t h e i r  own I n t e r e s t s ,  t h e y  s e e  f i t .  I f  l a r g e  
a r e a s  o f  A l a s k a ' s  p a t r i m o n y  a r e  t u r n e d  o v e r  t o  a u c h  c o r p o r a t i o n s ,  
t h e  p e o p l e  o f  A l a s k a  may b e  e v e n  m o r e  l o s o r s  t h a n  i f  t h e  l a n d -  h a d  
b e e n  e x p l o i t e d . " ( B a r t l e t t  q u o t e d  I n  F i s c h e r ,  A l a s k a ' s  
C o n s t i t u t i o n a l  C o n v e n t i o n ,  p ! 3 1 ) .
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m u n i c i p a l i t y  o f  a n c h o r a g e

M E M O R A N D U M

D A TE : April 2 6 ,1 9 9 6

j O :  Anchorage Legislative Caucus

FRO M : T im  Rogers, Legislative Program Coord i n a t o f \ ^ - ^ V ^

SU B JEC T : Northstar Project

Attached is a copy of Assembly Resolution 96-110 and Assembly 
Memorandum 424-96 in support of the Northstar Project

The resolution was passed unanimously by the Anchorage Assembly on 

April 23.
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M U N I C I P A L I T Y  O F  A N C H O R A G E  

A S S E M B L Y  M E M O R A N D U M

N O .  AM *>24-96

Meeting Date: April 23,1996
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FROM:

SUBJECT:

MAYOR

Support of BP Exploration's Northstar Project

The subject of the Northstar project Is currently being debated In Juneau. This project has 
potential for substantial benefits for Anchorage In terms of new jobs creatod and additional 
business opportunities.

The Administration requests support for the enclosed resolution in urging the State Legislature to 
resotve any existing differences which may bo present so that the project may bo realized in a 
manner that will create economic benefits for Anchorage and Alaska.

Respectfully submitted,

ick Mystrom 
Mayor

3)003
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Submitted by: Chairman of the Assembly 
c le r k s  o f f i c e  at roquest of tho Mayor
APPROVED Prepared by: Office of the Mayor

e— tJ IzZ -JS a —  --------- For reading: A p r i l  23,  1996

ANCHORAGE, ALASKA 
AR NO. 96-HO

A RESOLUTION OF THE MUNICIPALITY OF ANCHORAGE IN SUPPORT OF BP 
EXPLORATION'S NORTHSTAR PROJECT

WHEREAS, development of the Northstar oil fiold would create substantial 
economic benefits for Anchorage; and

WHEREAS, BP Exploration has committed to maximize local hire and ostlmatos 
that local spending will create a significant number of new Jobs for Anchorage residents, 
and significant newbuslnoss opportunities for Anchorage based businesses; end

WHEREAS, the fabrication of production modules In Anchorage would result In 
expansion of Anchorage's industrial capacity and Its port facilities, thereby holplng 
Anchorage compete more offectivoly for future projects, both In Alaska end throughout 
the Pacific Rim; and

WHEREAS, according to BP ostimates the project would genorato about $1 billion 
In economic activity In Alaska over its projected 15-year lifetime, with about S500 million 
going directly to the State of Alaska; and

WHEREAS, development of this project would help to oxtend the economic lifo of 
Alaska's North Slope oil production and transportation system; and

NOW, THEREFORE, the Anchorage A3sombly resotvos:

Section 1. The Anchorage Municipal Assombfy ondorses tho Northstar Projoct in 
principle and encourages tho Alaska Stato Legislature to work toward a spoedy 
conclusion of current negotiations that will result In long-term benofits to Anchorago and 
the Stato of Alaska.

PASSED AND APPROVED by the Assembly th is day o f____________ 1996.

C h a i r m a n

Attest:

Municipal Clerk

AM 4 2 4 -9 6

3)002
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April 22, 1996

Honorable Loren Leman 
Chairman,
Senate Resources Committee 
State Capital
Juneau, Alaska 99801-118? 

V IA  Fax: 907-465-3810

Dear Senator Leman

Arctic Slope Regional Corporation (A SRC ) owns several subsidiaries directly involved in the 
development o f  Alaska's oil resources. ASRC subsidiaries now rank as some o f  the largest multi­
disciplined construction companies on the West Coast They serve a diverse array o f  clients, 
including the oil and gas industry, government, mining, petroleum refineries and other private 
industries

The economic health o f  Alaska's oil industry is very important to ASRC's overall well-being 
That’s why I ’m writing you today about SB 318 - and to encourage you to give it speedy 
app rc 'il.

1 he agreement negotiated between the state and BP Exploration is a good deal fo r the state. One 
(hat maximizes the state's return, nurtures an exciting new business in Alaska and comes as close 
as the courts will allow to guarantee new jobs for Alaskans It is also an agreement that requires 
all o f  us - BP, the state, and contractors • to partner together for the mutual benefit o f  all

BP is willing to pay a multi-million-dollar premium to help us develop the expertise and 
infrastructure we need to build the much larger production modules Northstar will require But 
the window o f  opportunity to develop the capabilities we need to build these large production 
modules is limited Either we move now, or a non-Alaskan company will likely lake over the 
market Our subsidiary, Alaska Petroleum Contractors, has already made the large capital 
investment we need to turn a part-time fabrication business into full-time jobs for Alaskans And 
we have a commitment from BP on Northstar that goes far beyond what any other oil company 
has offered to date



Wc arc, therefore, fully committed to Northstar's development and we believe BP is equally 
committed to honoring the terms o f  the agreement negotiated with the state On behalf c f  Arctic 
Slope Regional Corporation, I strongly urge you to support SB 318 as it was introduced and to 
pa3S it from your committee.

Thank you.

Sincerely,

ARCTIC  SLOPE REG IONAL CORPORATION
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April 24,1996

A n  O p e n  Letter to Mr. John C. Morgan, President B P  Exploration (Alaska) Inc.

T h a n k  you for sending m e  letters and brochures about B P ’S Northstar 

development I agree with you Alaska is in a n e w  era of oil development This n e w  era is 

causing the industry, the state and others to re-examine the business of oil development in 

Alaska's unique conditions. A s  one of the brochures points out Alaska is 3 9 %  of B F s  

world oil production. I believe B P  is approximately 4 0 %  of Alaska’s oil production. It is 

obvious w e  need each other.

I, like you, a m  glad the period of acrimonious attitudes between the stale and the oil 

industry is becoming a thing of the pasL A s  you k n o w  attitudes can shift every two or four 

years with elections. I have also c o m e  to notice attitudes shift with changes in the leaders 

of companies.

A s  part of the North Slope Alliancing programs and B F s  efforts "to maintain an 

open dialogue with Alaskans” it would be good if all parties could get beyond the short 

terra desire (like lowering the royalties on a specific oil field) and focus m o r e  on the long­

term vision of our relationship. Like any relationslup w e  each carry s o m e  history with us, 

or to use an American slang, w e  have to live with each others baggage, as well as our own.

T h e  Dutch are using covenants between industry and government to create 

innovative partnerships. These agreements are being touted in s o m e  disciplines as a w a y  to 

improve relationships and reduce costs. A s  part of our n e w  era would the industry be 

willing to enter into a covenant with the people of Alaska far the development of the state’s 

resources? These covenants could be put to a vote of the people to approve our long term 

relationship.

These covenants could include the n e w  international standards o n  environmental 

management, I S O  14000. These standards are similar to the British Standard 7750 which I 

a m  sure B P  staff are famili.r with. T h e  I S O  14000 standards are rapidly becoming the 

bencmnark for leading corporate environmental programs.

In these days of partnering m a n y  streamlining steps are developed by employees. 

O n e  approach used b y  a growing number of businesses is O p e n - B o o k  Management. 

Open-book m a n agement is a w a y  of running a c o m p a n y  that gets everyone focused on 

helping the business m a k e  money. Simply put, employees w b o  understand h o w  the 

c o m p a n y  makes m o n e y  and h o w  they contribute to the bottom line can then act to do so. I 

suggest you read the book Open-Book Management: The Coming Business Revolution by 
John Case. B P  might explore using this approach to bring Alaskans and your c o m p a n y  

together so w e  both benefit firom development of smaller fields.



1 -2 5 -1 9 9 6  8 146AM FROM ECOSYNERGY 9 0 7 3 4 5 9 8 9 2  P . 2

One idea is to use one o f the newly developing fields, such as Northstar, as a test 
case o f  open book management As port o f the "Alask? Energy Infobank" set up a Web 
page so all Alaskans, all the owners o f the oil, can work with BP. Ideally, i f  BP makes 
money oo Alaskan oil, so too will Alaskans make money on it being developed

I know these ideas sound far fetched As one o f die brochures points out, "BP is 
going where no one has gone before." For BPs continued success in Alaska all o f  us need 
to go where no one has gone before. One o f the ways to improve our dialogue is to get 
together and talk without a specific agenda, like lowering royality shares. John Case's 
book provides several examples o f how open-book management improves companies 
profit margin. This idea might help BP get the 2% more profit to make Alaska production 
as profitable as other parts o f the world.

I agree with you that Alaskans need to get our fiscal house in order and dose the 
"fiscal gap." Historically Alaskans have shown some financial wisdom, the Permanent 
Fund — our Pnidhoe Bay -  is one o f the best tun pools o f wealth in the world. Though 
we can not i est on our laurels. This where I do not understand the wisdom o f reducing 
Alaska's royalty shares so we decrease the money flowing into the treasury. Can't we 
work together so both your profit stays in the 40% range and Alaska stills receives 
revenue?

I suggest we work together though means other than advertising and direct mail to 
improve the relationship between the oil industry and the people o f  Alaska. In summary 
lets:

1. Devdop a  vision for oil dcvdopment in Alaska,
2 . Use innovative ideas such as rrvenants, ISO 14000, and open-Mck 

management, and
3. Work together to go where no oil producing province has gone before.
BP has shown time and time again it meets the challenges o f oil dcvdopment in

Alaska. I also believe Alaskans continue to meet the challenges o f oil development This is 
another opportunity.

I appreciate receiving your letters and in for nation from rase to time. I f  you have 
any questions please give me a call at 345-6600.

Sincerely,

William Ashton
200 W  34th Ave.,*1120
Anchorage, AK 99503
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April 26,1996

Senator L o r e n  L e m a n  

A l a s k a  State Legislature 

State Capitol ( M S  3100)

Juneau, A K  99801-1182

S U B J E C T :  S B  318 - N O R T H S T A R  L E A S E

D e a r  Senator L e a m a n :

Please support the Northstar bill. A l a s k a n  jobs is a  very important issue to 

m e .  T h e  legislation w o u l d  p r o v i d e  over 500 construction jobs a n d  50 

p e r m a n e n t  jobs for Alaskans. M y  brother w o r k s  for Alaska Interstate 

Construction in the h e a v y  construction business. W i t h  the d e v e l o p m e n t  a n d  

production of the Northstar field, h e  could w o r k  thr o u g h o u t  the winter, 

instead of being laid off a n d  collecting u n e m p l o y m e n t .

W i t h  Alaska's b u d g e t  deficit, the state ne e d s  m o r e  oil reve n u e s  such as 

Northstar to fill o u r  b u d g e t  gap. W i t h o u t  a n  alteration to the existing lease, 

the oil prospect w o u l d  probably never b e  developed. W i t h  the passage of 

S B  318, the state a n d  Alaskans will gain the i m m e d i a t e  benefits of additional 

revenues.

A g a i n  please support the Northstar bill.

Sincerely,
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I ’m ve ry  d isappoin ted  not to have heard from  you  regard ing  my concerns 
about BP's request fo r roya lty  and tax re lie f on their p roposed  N o rth s ta r 
d eve lopm en t. I must rem ind you that the o il BP is p roposing  to d eve lop  
be longs to the C IT IZEN S  o f the State o f A laska. Any deals o r  concessions 
must be fo r  the long -te rm  benefit o f ou r State.

T o show  you  where BP is putting some o f its m oney, please read the enclosed 
news re lease. There is a service ava ilab le  through BP that p rov id es  current 
events a ffecting the o il p roduction , chem ical, and re fin ing  industries . As you  
can see, BP ’s CEOs both present and past, arc receiving ve ry  handsom e 
bonuses. The attached artic le is receiving w ide circu lation on  the S lop e  at 
p resen t.

W e a long  w ith  the present contract em ployees, are ve ry  concerned about BP's 
cu rren t and proposed job  cuts in its P rudhoe Bay unit. These cuts w ill m ore 
than o ffse t any gains by BP’s proposed added jobs at N orthsta r. T h e ir press 
re lease and o ther pub lic statements contains too m any "weasel c lauses".

They haven't shown to my satisfaction the ir comm itm ent to b u ild , h ire , o r 
buy A laskan  goods and services. Fairm ont has, since my last le tter to you , 
even transfe rred  their buyers to Utah. It’s obv ious to me, and shou ld  be to 
you , that y o u  d on ’t m ove y o u r buyers to Utah i f  you  intend to buy A laskan  
good .

A ga in , I w ish BP success, but A laska still p rov ides a lm ost h a lf the ir w o r ld  o il 
p roduc tion , and I see no need to "GIVE A W A Y  TH E  FARM ."

BP has fig u ra tiv e ly  "spit" on O U R  w ritten contract, so I ’m ve ry  app rehensive 
about any "gen tlem en ’s agreements" between A laska and BP.

I've been to ld  by a few  o f y o u r colleagues that the State has no business te lling  
BP how  to m anage its a ffa irs . H ow ever, they are the ones app roach ing  US, 
w an ting  to re negotiate something they p rev iou s ly  agreed to.

A lso , they p ro v id e  us w ith "Gap Rap" in fo rm ation  rega rd ing  the State budget, 
and the need to cut it.

P lease "jaw bone" BP into dea ling  open ly  and honestly w ith its em p loyees and 
partners , the State o f A laska , and its citizens.

D ear Senator Leman:

S in ce re ly ,
W iliam  F. Bocast

* C \  S’2 c

U f a ,  f i t -
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FROM: Daily Mirror 03/19 

BP bosses strike gold

The top brass at oil giant BP havo struck black gold.
I
I

The company yesterday revealed 109 senior managers will be 
given more than six million shares.*

i
i

The hand-out - worth nearly £34 million last night - is for 
helping profits gush in over the past five years.

I

But they could be worth even more by the time they get them 
In five years.

Shares allocated to seven directors under tho scheme were 
worth £8.5 million last night.

|

New chief executive John Browne Is the biggest winner with a 
£1.75 million windfall. ̂

FROM: FinanclalTlmes j 03/19
*

Former Chairman Gains from BP's £10.5m Shares Pay-Out
I

Nine present and former directors of British Potroloum are to 
share in an award of £10.5m of shares under the company's 
cr.gtomn performance plan.

ii

They include Mr. Robert Horton, tho former chairman ousted in 
a boardroom coup In 1992, a year after the plan was 
initiated. Mr. Horton, now chairman of Ralltrack, will get 
shares worth £227,00 at yesterday's price. (* >

According to the company's annual report released yesterday,
Mr. Horton 'was able to initiate certain changes ... which 
have benefited tho performance of the company." BP said 
theso changes included reorganisation of the company's 
headquarters in 1990 which had boosted efficiency.

Other former executives who qualified for the award were Mr. Hugh 
Norton, managing director until last year, who gets

£1.78m, and Sir David Simon, now chairman, who received 
£880,00 worth of shares. The largest recipients among 
current directors are Mr. John Browne, chief executive, who 
gets shares worth £1 .73m, Mr. Steve Aheame, finance director 
*(£1.66m), Mr. Bryan Sanderson, head of chemicals (£1.65m) and 
Mr. Russel Seal, head of human resources (£1.17m).



Other former executives v/ho qualified were Mr. Hugh Norton, 
managing director until last year, who gets £1.75m, and Sir 

David Simon, now chairman, who receives shares worth 
£860,000.

♦
1

The largest recipients among current directors are Mr. John 
Browne, chief executive, who gets shares worth £1.7m, Mr. 
Steve Aheame, the finance director*(£1.8m), Mr. Bryan 
Sanderson, head of chemicals (£1.6m) and Mr. Russell Seal, 
head of human resources (£1.1m),

ii
The long term performance plan was introduced in 1991 to 
replace share options.

Share are awarded after five years based on BP's returns 
compared with other leading oil groups. Mr. Peter 
Sutherland, chairman of the remuneration committee, said BP 
had outperformed the stock market over the period, producing 
a return of 15 per cent a year. Earnings had increased by 87 
per cent, and return on capital went up from 9 to 14 per 
cent. The awards were based on a 60 per cent achievement of 
the targets laid down in 1991.



Robert B. Palmer, Digital 
' Cut 20,000 jobs •

Albert J. Dunlap, Scott > • 
Cut 11,000 jobs

Robert E. Allen, AT&T 
Cut 40.000 jobs

Louis V. Gcrstfior Jr., IBM 
Cut 60.000 jobs

Wall Street Loves Layoffs. 
But the Public Is Scared 
as I lelLis There a Bet ter 
Way? Bv A llan Sloan
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can no longer count on staying with the like* of 
IBM forever. But nothin# has taken the placcof the 
benevolent Big Daddv employer, and that scares 
the pants off us. You can practically smell the fear 
and anger in white-collar America, because no one 
in CEO-land seems to care. Where w ill I And 
another job if I get downsized? Stop whining, 
unemployment statistics have barely budged de­
spite huge white-collar tiring;. W ill inv boss ruin 
my life to make another cent of profit on her stock 
options? Cheer up. you're serving the greater good 
bv being blown away by what economist Joseph 
Schumpeter christened "the gale of creative de­
struction." Except for oddballs like the chief econ­
omist at Morgan Stanley (who has warned for 
years that there would be a backlash) and the 
president o f United Technologies (who recently unveiled a nifty 
program to help UT workers re-educate themselves for their next 
jobs). W all Street and Big Business have been in perfect harmony 
about how in-your-face capitalism is making America great.

W i t s  a t  A T & T  

C o r p .  q u i p  t h a t  

c h a i r m a n  R o b e r t  

A l l e n  w i l l  s o o n  

f i r e  e v e r y o n e  b u t  

h i m s e l f ,  a n d  A T & T  

w i l l  s t a n d  f o r  

A l l e n  &  T w o  

T e m p s

[ ELL, NOW IT MAV BE BACKLASH Tl M E. SUDDEN- 
ly. white-collar woes are a hot issue in the 1996 
presidential campaign. A l Dunlap of Scott Pa­
per, the loudest spokesman for corporate hard­
ball (page 48). dukes it out with Labor Secre­
tary Robert Reich on "Nightline." Bob Dole is 
making anubusiness noises. And Big Media 
from The New York Times to The Wall Street 

Journal attribute Pat Buchanan's strong showing in the Iowa caucus­
es to his attacks on business.

We're not going to argue about whether today's mass firings 
make economic sense. Companies like IBM and Sean and CM had 
to downsize or die. Other cuts— like some of those at Scott Paper—

are debatable, though Dunlap doesn't agree. Nor 
is it easy to get a handle on how many brings 
there actually ore. Layoff numbers from the Chi­
cago outplacement Arm of Challenger. Gray £r 
Christmas, an oft-cited source, are full of holes, as 
the Arm readily ndmits. They Include only public­
ly announced cuts. I'm  not sure what federal j$b- 
cut numbcn actually measure, and you can ar^uc 
endlessly about how to interpret figures abdut 
workers' salaries and oulput. What really mattf rs 
is that although unemployment is relatively Itw  
and the economy is still cranking out new jobs, 
millions of Americans believe they’re being 
screwed by corporate America and W all Street.

It's unfair to blame every job cut in America on 
Big Business and W all Street. The world is chang­

ing. and no matter how big and rich a company is. it has to adapt or 
die. (Even N ew sw eek  hasn't been immune to job-cutting.) But \Mdl 
Street and Big Business have made a bad problem worse by being 
grecdhcads. Instead ofkccping payrolls lean and helping employees 
to prepare for their next careers, lots of CEOs have messed up big 
time They let their payrolls get bloated.Then to recoup, they offcrup 
employees as human sacriAccs to Mammon, god of Wall Street, 
hoping to get their stock price up. When the price rises, it’s like Wbll 
Street spittingon the victims' bodies. And the CEO gets a raise. Hdw  
many CEOs of big. downsizing companies sacrificed some of then 
pay and perks to encourage a sense of community? D id they apolo­
gize publicly to the people they Ared? Did they take any personal 
responsibility for mistakes that helped cause the problems the/re 
solving w ith layoffs? No way. that's not macho.

O f course, no matter how sensitive or smart a CEO may be. th«re 
are tides that you just can't swim against. Take banking. Thanks to 
money-market mutual funds, national banking, teller machines Mid 
spiify computers, many banks, bank branches and thousandsrof



bank jobs w ill vanish inthc nc.\‘ fewyears. Electric utilities used to 
be great lifetime employers, too. They were regulated monopolies 
allowed to pass costs on to their customers. But regulators have 
started to let companies ir  ade each other's turf. The result: utili­
ties have started to combine, and r ill soon be zapping workers to 
get costs down. Ditto for local phone companies, thanks to the 
recent Telecommunications Act.

OOK. YOU CANT STOP ADVANCES IN COMPUTERS AND
communications and t ransr irtation. They're making na­
tional markets into global markets. Foreign companies 
whose names you can't even pronounce can take away 
your customers and k ill you. Mistakes show up quicklv. 
Product cycles are shorter than ever. Look at how IBM 

land Digital Equipment, once the world's two biggest 
I computer makers, seemed to add the word troubled to 

their names almost overnight. (They both seem to be recovering IA  
marvelous company like Motorola can have its stock smashed to 
smithereens, if  its profits come in a hair or two 
below expectations. Indeed, one reason that chief 
executives are meaner and greedier than they used 
tobeisthc 1950s: nocompany was safe from raiders 
ifitsstock pnee was depressed. Ifyoudidn't unload 
your losers and fire "surplus' workers, a takeover 
troll would buy your company and fire everybody.

Yet while layoffs have traditionally been part of 
blue-collar life, the '90s is the first time white- 
collar workers have been slaughtered rn masse.
That helps account for the uproar. After all. agen­
da setters like politicians and we mcdia-ehtc 
types live in a white-collar universe. Anyway, 
you could see why GM was fmng 71.000 workers 
in 1991 or Sears was fmng 50,000 two years later 
Both companies were in desperate trouble, and

T h e  w o r l d  i s  

c h a n g i n g ,  a n d  n o  

m a t t e r  h o w  r i c h  a  

c o m p a n y  i s ,  i t  h a s  

t o  a d a p t  o r  d i e .  

B u t  W a l l  S t .  a n d  

B i g  B u s i n e s s  h a v e  

m a d e  i t  w o r s e  b y  

b e i n g  g r e e d h e a d s .

their survival was at stake. And the chairmen o f GM  and Scars 
were forced to walk the plank,

Today's layoffs arc different. The svmbol: AT&T. When AT&T. 
formerly the kindly Ma Bell, announced in January that it would 
fire -10.000 people as part of it- ’ ’■'-akup into three companies, the 
stock market w’ent nuts. AT&ri .res roared upward. Bob Allen, 
who I think wants to do the rigftt thing, symbolized the clueless 
CEO when he talked to N ew sw eek  last month. He said he felt bad 
about firing people but saw no point m giving up some of his pay or 
perks as a shared sacrifice with the workers. And. he said, he saw 
no reason to apologize: “I  wouldn't see any value of going on TV 
and trying.'' Allen, who had been ndicuied on Wall Street for 
AT&T’s disastrous S7.5 billion hostile takeover of computer maker 
NCR in 1991. made more than S5 m illion when the value of his 
stock and options soared after the layoffs were announced. <He 

declined to talk last week.)
For another classic example of how CEOs seem to have forgot­

ten how to deal with people, consider the recent combination of 
two giant New York City banks. Chase Manhat­
tan and Chemical. Chase was pressured by M i­
chael Price o f the Mutual Series funds (whose 
stockholders include me) to get its stock price up 
and -old out to Chemical. The attraction to 
Chemical: the Chase name, which it's keeping, 
and its ability to cut 12.000 jobs from the com­
bined banks. Those jobs would have probably 
vanished even without a takeover, but in a slow­
er. more controlled way. Thousands of little peo­
ple were fired to save money, while the new 
Chase kept a ll 36 outside directors, who get fat 
fee* and dandy retirement packages.

And here s anolher company with no clue as to 
how things look to the outside world: troubled 
Apple Computer Apple recently installed G il­

4 6  m  w s w i  • k  r r e i u  m i  : 6  1991 )



bert Amelio as CEO. A company firing workers 
and eliminating its dividend to conserve cash is

Eying Amelio S2.S million a year of salary and 
nus. At a minimum, Hello? For heaven's sake.

Amelio was already on Apple’s board; that makes 
him at least parlly responsible for Apple's prob­
lems, How can you lay mcgabucks on him while 
panng workers to conserve cash7 Only if you 
don t care about what anybody thinks. Consider 
Amelio's answer last week when N e w sw e e k  
asked him to justify1 his pay package: “It’s a mar­
ket-determined figure. ’ Contrast that to Lee la- 
eoccas taking the helm of Chrysler for a dollar a 
year in 197S. lacocca. who got fat stock options in 
addition to his dollar, has been no pnze in recent 
years, as greed and ego overwhelmed his good 
sense. But he was an inspiration when Chrysler was croaking, and 
it rcallv mattered.

R a t h e r  t h a n  f i r e  

w o r k e r s  t o  s a v e  

a  f e w  b u c k s ,  

S c h e r e r  B r o t h e r s  

L u m b e r  s t o p p e d  

b u y i n g  s p o r t s  

t i c k e t s  a n d  f r e s h  

f l o w e r s  f o r  r e c e p ­

t i o n i s t s ’ d e s k s .

ACOCCA 5 CHEAT GESTURE SVAS LONG ACO AND FAR AW.sr. 
Now let's look at the behavior that convinced Stephen 
Roach, the chief economist at Morgan Stanley, that busi­
ness is can ing itself a disproportionate piece of a pie that s 
supposed to be shared with workers Roach is hardlv anti- 
business-he loved dow-nsmng in the early 1990s. Yet a 
few years ago he realized something was wrong: workers 
output was nunc. but their incomes weren't keeping pace 

' This isnt the way economics is supposed to work." he says "It 
contradicted everything 1 was taught to believe " W’hrn he warned 
companies to do something betore a political backlash stnick, they 
giggled on Wall Street 1 don't think they re giggling now 

There are no surefire solutions to these problems But some 
companies are enlightened enough to know that helping their 
workers also helps them Take United Technologies a hard-boiled

conglomerate that has cut 33.000 Jobs since 1990. 
Last December. UT unveiled a new. expensive 
plan to help workers get re-educated. President 
George David says the United States can't stop 
production jobs from migrating overseas, so com­
panies should help people upgrade their educa­
tion before it's too late. “We load education into 
our first 21 years of life, and then think that we 
can leave the classroom essentially forever.” he 
said. UT now gives employees time off to attend 
classes, pays for tuition and book;, and w ill gr-c 
employees who complete their studies 50 shares 
of UT stock, currently worth about 35.200. You 
can go to nursing school or get a degree in cre­
ative writing, none of which has anything to do 
with UTs businesses. David hopes that 20 per­

cent of his employees w ill use the plan. That would gradually 
increase the company's outlay to abcut 350 million a year from the 
current Sll million. “Were no: softhearted.” said David, whose 
face turned red when I suggested he sympathized with downsized 
workers ‘T'.’s in our interest to have an educated work force."

Then there is John Grundhotcr. chairman of First Bank System 
of Minneapolis, which recently collected a 3200 million fee for 
abandoning its proposed takeover of First Interstate Bank. With no 
fanfare. Grundhotcr-who fired 2.000 employees when he joined 
the bank six yrars ago— recently gave each employee a 3750 bonus, 
about 511 million in all. He wanted to show his appreciation to 
employees for having created a bank strong enough to bid for a 
company bigger than itself.

For decency, it's hard to top Malden Mills, which became 
famous last year when it kept 1.400 workers on the pam>U after its 
plant >n Lawrence. Mass.. burned down “What right do I have to 
destroy a major city just to get a few more dollars in the bank that I 
wont spend before I die?” said mill owner .Aaron Fcuentrm

i r i m v s i  : h  mqft m i h m  r r s  41
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"The money would only go to my children and spoil them."

Or take a company almost no one's ever heard of: Scherer 
Brothers Lumber Co.. a building-supply company in suburban 
Minneapolis. President M ike Scherrr said that officers don't draw 
lionuscs until the company has given a 15 percent profit-sharing 
contribution to every eligible employee. And rather than firing 
workers to save a few bucks, the company eliminated fresh flowers 
for receptionists' desks, cut the top officers' pay temporarily by 25 
percent and stopped buying professional sports tickets. "When you 
buy professional tickets, you'ro subsidizing people making tons 
more than 1 am. and they're still not happy." he says, "I'm not going 
to lay off our employees to subsidize them."

There is no magic bullet that w ill make the problem go away. 
Even eliminating short-term thinking isn't the answer. Proof: Ger- 
man and Japanese companies specialize in long-term thinking, and

they're more messed up than we are. The federal government can't 
save us. Can you see the Ftds drawing up rules to define a good- 
jobs company in order to give it tax breaks? And we can t go back to 
the days of the 1950s and ’60s. when big companies offered lifetime 
employment. Any company that tries that these days w ill be like an 

elephant in a piranha pond.
You solve this problem one company at n time, with innovative 

programs like United Technologies', decent behavior like Frucr* 
stein's and Scherer's, intelligent nnd relatively cheap gestures like 
Crundhofer's. Let business act as if it cares about employees. W ho  
knows? Business may even rediscover what many executives once 
knew but seem to have forgotten: that doing the right thing for your 
people is often the best thing you can do for your business.

Willi A nm r U h d i s w o o d  inNewl'oik. J o h n  M c C o r m i c k  h i CJilrafo and 
D c s o s a m  B s a n i c o m s c  in Emrnvillr. Calif

V illa in s?  H e c k  N o .
W e’re  L ik e  D o c to r s .
J o b  c u t s  h u r t ,  s a y s  A l  D u n l a p ,  b u t  i t  k e e p s  f i r m s  a l i v e

A
LI1ERT DUNLAP HAS BE* 
come the poster boy for 
the folks who say that 
CEOs have gone too far. 

The 58-year-old former CEO of 
Scott Paper, known to detrac­
tors as “Cham Saw Al." cut 
11.000 jobs in 1994. .After merg­
ing the companv with Kimber­
ly-Clark. he walked away with 
about S100 million in salary, 
stock profits and other perks. 
Dunlap previously downsized 
seven other companies, includ­
ing Diamond International and 
Lily-Tulip. When New sw eek 
asked more than 50 CEOs of 
large American companies to 
discuss corporate restructur­
ing. only Dunlap was w illing to 
talk lit  re s what he had to say:

When journalists and politi­
cians spout off about corporate 
downsizing, it's the .Al Dunlaps 
of the world who tend to get the 
blame. We re painted as v il­
lains: but we re not. We're more 
like doctors We know it's pain­
ful to operate, but it's the only 
wav to keep the patient from 
dying rake the restructuring at 
Scott. We had to fire 35 percent 
of the work force It was a d iffi­
cult task Coming -mi a work­
ing-class tamilv im ♦_ther was 
a union steward). 1 know what

it’s like when someone 
in the family loses a 
job. But while we had 
to cut some jobs, we 
were able to give 65 
percent of the work 
force a more secure fu­
ture than they might 
have otherwise had.

And Scott’s stockhold- ; i  
ers came out $0.5 bil- *1 
lion to the better.

So why are share­
holders so important 
to workers? Bv doing a 
good job for them, 
we re encouraging 
them to invest, to build 
new plants and create 
new products. At the 
end of the day. that w ill mean 
more and better jobs down the 
road. And that's the point peo­
ple need to remember the only 
wav corporate America is go­
ing to do right by its workers is 
to compete. And ui order to 
compete, companies need to 
become efficient. That means if 
you have workers for whom 
you don t have a real job. you 
can t keep them on the pavroll.

Let me put this in some his­
torical perspective In the 70s 
America lost its position as a 
leader in global business Look 
at the industries we once had

-
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Albert Diuiliij) 
Send PaiiiT

that barely exist: shoes, ma­
chine tools and consumer elec­
tronics. Don't blame today's ex­
ecutives who are having to face 
up to the tough decisions— 
blame the executives who cre­
ated bloated corporations that 

i are noncompetitive. People ore 
alwavs criticizing companies 
that bring in record profits and 
then announce layoffs What 
they don't realize is that if an 
organization doesn t make rec­
ord profits, it doesn't have the 
money to invest in new plants 
and new technologies.

Thai's not to sav that I don't

believe in CEOs' being ac­
countable to their workers. 1 
think a CEO has an obligation 
to communicate with workers 
and prepare ibem for the inev­
itable. Before the restructuring 
at Scott. I personally went 
around the world and talked to 
people on the shop floors. One 
of the things we told them was 
that we weren't keeping the 

elitist tools of corpo­
rate America at the ex- 

se of workers. Our 
ggest cutback was to 

sell the 750.000- 
square-foot corporate 
headquarters and 
downsize 71 percent of 
the corporate staff. At 
one plant, the workers 
actually applauded 
me. People are pretty 
intelligent if  you tell 
them what's going on 
and expkui why 
you're doing what 
you're doing.

On the other hand, 
the politicians don t 
seem to be getting the 
message. They pander 

to the public and polarize peo­
ple. And they try to tell .Ameri­
can industry how toconduct its 
business. The job of industry is 
to become competitive— not to 
be a social experiment. God 
help us if w-e pass legislation to 
make .American •ompanies 
less productive and compro­
mise our global competitive­
ness. Then it won't be a case o f 
a relatively small number of 
people losing their jobs. It w ill 
be huge numbers losing their 
jobs— and the death of the 
American free-enterprise sys­
tem as we know it.

48 v r w t w t t k  r u a t u a i  sfl . 199O



APR-24-96 WED 10:15 AM C1R1 RESOURCES FAX NC. 1 907 2635183

2941 Capstan D rive 
Anchorage, A laska 9 9 5 1 6  
April 2 3 , 1996

Senator Loren Leman Via Faxcom to  1 (9 0 7 ) 4 6 5 -3 8 1 0
Chairm an , Senate Resources Comm ittee 
State Capito l
Juneau, Alaska 9 9 8 0 1  -1182  

Dear Senator Leman:

The Northstar p ro ject, as proposed by BP Exploration, is another exce llen t opportun ity  
for the State o f A laska to show its flexibility in trying to responsibly deve lop  its natural 
resources. Econom ics and opportunities cnange with time and you and I know , both 
have changed considerab ly since the Northstar Teases were initially awarded.

W hy  wasn't Northstar deve loped before now? It seems that Northstar was not 
deve loped  by Amerada Hess o r others because o f a combination o f issues: ex trem e ly  
high royalty; the technolog ica l hurdles needed to be overcom e for deve lopm en t; and 
the unw illingness o f  companies to  take the risk necessary to deve lop Northstar.

The State o f Alaska, including the legislature, should be encouraging companies like 
BPX to take the high risks necessary to con' Jer id  deve lop a Northstar. This was th e  
reason fo r the passage o f HB 2 0 7  last year. BPX I  one  o f the few  companies capab le o f 
overcom ing the technolog ical hurdles that stand in this project's w ay and that are w illing 
to take the risks necessary to proceed.

The deve lopm ent o f  Northstar under the terms negotiated by the Executive Branch fo r 
Northstar is an excellent arrangement fo r the State and for a ll Alaskans. I encourage you 
to support Senate Bill 3 1 8  in a form  approaching that approved by the House o f 
Representatives.

S incere ly ,

Gera ld  G . Booth
cc: Senate President D rue Pearce - via faxcom to 1 (9 07 ) 4 6 5 -3 8 7 2
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May 5, 1996

The Honorable Loren Leman, Chair 
Senate Resources Committee 
Alaska State Legislature 
State Capital 
Juneau, AK 99801

Dear Senator Leman:

BP objects to the incorporation of the findings of fact set out in the "Findings of 
Fact of the Senate Resources Committee Regarding SB 318" dated April 24, 
1996. This biased summary is not need as a complete record of the hearing 
exists.

Although many portions of the findings are apparently quotations from testimony 
and evidence before the committee, the findings are not a complete or balanced 
reflection of this testimony. In some cases the findings draw conclusions which 
differ from those drawn by those providing the testimony.

The Findings of Fact contain a substantial amount of information not heard in 
oral testimony or filed in written testimony in any legislative committee. The 
source of this information is not identified and has never been subjected to 
scrutiny.

In some instance the Findings of Fact imply that BP withheld information from 
the Department of Natural Resources although there was no testimony BP 
withheld information form the Department. BP has been afforded no opportunity 
to question these implications or present its own testimony in this regard.

In summary the Findings of Fact are extensive and like those which would result 
from judicial rather than legislative proceedings. The Findings could be highly 
prejudicial to BP and the State in the future in either judicial proceedings or in 
other situations, and we request they be deleted.

Very truly yours

* v / / '  .
E.M. Luttrell
Vice President. Exploration and Development 
BP Exploration (Alaska). Inc.
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I oppose the amendment because I believe that it is unnecessary, I do not agree with it and I 
believe that it will increase the likelihood o f  litigation The amendment is unnecessary because 
the Senate Resources Committee's Findings o f  Fact arc already part o f  the legislative record. My 
understanding is that they were adopted by that committee anil made part o f  their record. They 
do not, however, reflect the findings o f  either the House Resources Committee. House Finance 
Committee, or World Trade o r State/Federal Relations Committee. The records o f  the House's 
committees will speak for themselves

I do not agree with all the findings made by the Senate Resources The findings arc unfair to 
BPXA in suggesting that BPXA  attempted to manipulate the State by withholding information 
about their intent to develop Northstar only i f  the Net Profit Share terms were deleted from the 
leases The evidence on the House side was that BPXA  diligently attempted to develop the 
leases and was successful in reducing the development costs from  SI 4 billion to S350 million. 
BPXA approached the State in good faith about altering the net profit share provisions in attempt 
to create a wm-win situation fo r both the State and BPXA . BPXA  did not think that it would be 
possible fo r it, or any other company, to develop the leases under the current terms. I do not 
agree with the innuendo o f  the findings that BPXA  is not keeping its obligations under the lease 
to diligently develop

The findings unfairly emphasize certain Northstar costs relative to other North Slope projects 
The findings compare Northstar’ s per barrel development costs with other North Slope project 
per barrel development costs. They, however, ignore other salient economic factors in the 
development decision.

The findings overemphasize the upside o f  the net profit share potential while tending to 
minimize the downside. For example, they do acknowledge the risk that BP is taking by being 
the first to develop an Arctic subsea pipeline They do not acknowledge that the reserves could 
be less tnon the 130 million barrels o f  oil presently estimated.

It also inaccurately suggests that the state may receive substantial bonus bids i f  the state were to 
release the leases. The Department o f  Natural Resources has stated that the bids could be very 
nominal Commissioner Shively has testified that it could be a very long time before the State 
could get the leases back to re-lease The State could go a very long time before it receives any 
value

The findings do not adequately address the substantial economic benefits that will accrue to the 
state from the Northsiar development The state will receive about a SI billion o f economic 
benefits in terms o f  state revenues, employment and construction I heard much testimony about 
BP's efforts to establish a new industry in the state which may allow us compete world wide in 
the modular fabrication I heard that labor unions and the Alliance support industry favor 
approval o f  the agreement

Finally, these findings could actually help litigants attempting to sue the state and BP over the 
agreement Because o f  their one-sidedness, they may help these people be successful. I think 
the complete record before the legislature is the record that should be considered No pan o f  the 
record o r one committee's findings should be emphasized over other pans o f  ti*e records o r other 
committee's findings I urge you to vote against the amendment._______________________________
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April 29, 1996

The Honorable Ramona Dames, Chair 
House World Trade and Statc/Fcdcral 

Relations Committee 
.Alaska State Legislature 
State Capitol 
Juneau, Alaska 99801

Dear Representative Barnes:
The development o f the Northstar field is an important project to the residents o f Alaska 
and BP  Explorauon. Northstar development will provide jobs fo r  Alaskans, new 
business opportunities for Alaskan businesses, and significant revenues to the state.
BP Exploration has voluntarily and publicly committed to recruit and hire qualified 
Alaska residents for the Northstar DcvelopmenL We have also publicly committed to 
encourage Northstar.contractors to recruit, hire, and train, when necessary, Alaska 
residents.
Furthermore, BP has voluntarily and publicly committed to use Alaska contractors to 
build in Alaska Northstar production and processing modules. BP  has committed to 
spend $30 - 40 million to build in Alaska the larger and more complex modules fo r 
assembly for sealift providing that suitable facilities to do this are available. Wc are 
working with our contractors to do everything possible to ensure the facilities w ill be 
available.
Our reputation depends on our honoring these commitments and reporting our results to 
the people o f  Alaska.
W e  appreciate the opportunity to provide comments to your committee.

Sincerely

John C. Morcan
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April 20. 1996

The Honorable Loren Leman, Chair 
Senate Resources Committee 
Alaska State Lepislature 
State Capitol 
Juneau. AK 99801

Dear Senator Leman:

I appreciate the opportunity to comment further on tho Sonato Resources 
Committee Substitute for Senate Bill 318. For the reasons explained in my 
letter and testimony of April 18. 1996, BP will not reopen the negotiations of 
the agreement and cannot agree to the changes.

With respect to the 21-page findings of fact, BP believes the inclusion of such 
findings in the act itself is unprecedented. Although many portions of the 
findings are apparently quotations from testimony and evidence before the 
committee, we do not bolieve the findings are a complete or balanced 
reflection of this testimony and evidonco. In addition, the findings describing 
the history of tho leases and unitization are incomploto and seem largely 
irrelevant to tho committee’s docision. If tho committee desires to make 
findings of fact such as those in CS 318, it seems more appropriate to include 
them in tho committee record or in a separate committee report rather than in 
the act itself.

BP also requests that the effective date of the act not be delayed. There has 
beon pubi c tostimony from at least one witness rogarding a possible legal 
challenge to the legislation, and wo would not want a challenge to be delayed 
duo to a delayed effoctive date of tho act.

/
Very truly yours,

/  /  • '  1 ’
E.M. Lutlroll
Vico President, Exploration and Development 
BP Exploration (Alaska). Inc.
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April 18. 1996

Senator Loren Leman 
Alaska Stato Legislature 
State Capitol (MS 3100)
Juneau, Alaska 99801-1182

Subject; BP position on the CS for Senate Bill 318 

Dear Senator Leman:

BP has reached a negotiated agreement with the State of Alaska to amend 
the Northstar unit leases. Tho Legislature has been asked to consider and 
ratify that agreement. Ratification will lead to tno early development of 
Northstar to tho mutual benefit of both Alaska and BP.

The CS (Committee Substitute) has altered tho agreorr nt, attempting to 
reopen tho negotiation. All of the areas of the original agreement which 
have been amended in tho CS version aro areas which were carefully 
discussed and negotiated to arrive at a balanced agreement. Both wo and 
the DNR have sought to explain to your committee the reason tor theso 
conclusions. BP will not reopen tho negotiations and can not agree to the 
changes.

To bo clear. BP and its contractors have heard the concern of the Legislature 
over local hiro and wo reaffirm our public commitment to maximize the job 
opportunities for Alaskans and Ala«''an contractors represented by Northstar 
devolopmont.

• /

cc: President Drue Pearce 
Speaker Gail Phillios 
Commissioner John Shivety
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Dear Alaskan.

I ’m  w rit in g  today  to  ask fo r  y o u r s u p p o rt it ~ i r  e ffo rts  to d e v e lo p  an exciting new  pro ject that 
c o u ld  h ave  a S I b i llio n  im pact on  A laska : the N o rth s ta r o i l fie ld  ab ou t 6  m ile s  o ffsh o re  from  the 
N o rth  S lop e . T h ou gh  re la t iv e ly  sm a ll by N o rth  S lo p e  s tand a rd s , N o rth s ta r p rom ises  s ign ifican t 
benefits to  A laskan s and  the state s  econom y , w ith  som e h a lf a b illio n  d o lla rs  in new  g o v e rn ­
ment revenues and an o th e r ha lf a b i llio n  d o lla rs  in d irect sp end in g  in A laska  o v e r the life  o f  the 
pro ject

If you and your elected officials decide Northstar development is in Alaska's best interests and 
allow  BP to proceed with the protect, we’ll take an important step together toward generating 
i u  w  jobs for Maskans new business for Alaskan contractors and companies, new revenues for 
state and loco! government and toward launching a new era in oil development in Alaska.

BP w ill h ire  A la skan s and  bu ild  N o rth s ta r o i l fie ld  fac ilitie s  in A laska , in c lu d in g  la rg e  sea lift- 
s izc  m od u le s , as lon g  as fab rica tion  and a s sem b ly  fac ilitie s a re  a v a ila b le  in A laska . B u ild in g  
m od u le s  o f  th is m agn itud e  in A laska  w o u ld  be a firs t, an d  it cou ld  h e lp  to k icksta rt an  en tire  
new  in d u s try  b u ild in g  these fac ilities in state ra th e r than in the L ow e r 48 o r  overseas .
Northstar w ill directly create some 5tX) construction jobs and 50 permanent jobs and support 
hundreds of indirect |obs.

In  o rd e r to  be ab le  to  d« 'v e r the bene fits  o f th is d e v e lo pm en t to A laska and to  BP. h ow eve r, w e 
firs t need a change in  N o rth s ta r lease te rm s from  the state. P resent te rm s, w h ich  in c lu d e  a net- 
p ro t lts  tax" a v e rag in g  89".. im posed  in a d d it io n  to ro ya lt ie s  and  o th e r taxes, w e re  estab lished  
n ea r ly  tw o  decades ag o . at a tim e w hen  o i l p rices w e re  so a r in g  and w e re  expected to con tinu e  
to increase. They p o se  an in su rm oun tab le  ob stac le  to  d e ve lo pm en t in t o d a y 's  business e n v iro n ­
ment.

BP and the Alaska Department ot Natural Resources recently concluded negotiations on an 
agreement to remove net profits tax provisions irom ou r state Northstar leases, in exchange for 
other tangible benefits to Alaskans The agreement has been sent to the Alaska Legislature tor 
approval and to provide tor public review and debate

l.'n d e r te rm s o t o u r  ag reem en t. BP w ill p a y  the cu rren t 2 0 “ .. ro y a lty  to  the state o n  N o rth s ta r 
p ro d u c tio n  -  the highest ra te  ot a n y  fie ld  o n  the N o rth  Slope* In  ad d ition , w e II p a y  a s u p p le ­
m en ta l r o y a lly  o t as m uch  as 7  s ’ ... based o n  o i l p rices A nd  the ag reem ent con ta in s A la ska -h ire  
and  A la sk a -b u ild  com m itm en ts  on  the pa rt ot BP, as w e ll as a uso -it-o r-lo se -it p ro v is ion  sta ting  
that it B P  hasn ’t fu n d ed  N o rth s ta r d e v e lo pm en t w ith in  a y e a r a lte r  the ag reem ent is ra tified , 
o u r  leases re ve rt to  the state .



HI’ .ind the Department o f Natural Resources have negotiated .111 agreement lh.it w ill facilitate 
Northstar development while offering the greatest benefits to Alaskans. It is not an "incentive," 
a "concession, a tax break” or .1 "giveaway.' The state "loses" nothing by dropping the net- 
profits tax from Nortlistar leases, because the field would never be developed with its current 
lease terms. On the contrary, it \fuin$ from earlier development, new jobs, new revenues and 
access to new economic development opportunities. Our agreement maximizes benefits to 
Alaskans and provides the on ly means to ensure Northstar is developed now rather than 
someday"...if ever.

Northstar can serve as a model for how Alaskans and the oil industry can work together to 
overcome our common challenges and equitably share the benefits of oil development. It w ill 
create hundreds or direct and thousands of indirect |obs for Alaskans. It w ill generate hundreds 
o f m illions o f dollar? 111 new revenues for Alaskan companies and state government. It can help 
to launch .1 new Alaskan industry, building large oil field modules in state. And it's one o f the 
best sho.t-term prospects tor bridging the gap between Prudhoe Hay and long-term opportuni­
ties like ANWR and .1 natural gas pipeline.

In the end, it's up to you as Alaskans and to the men and women you elect to represent you 
whether the jobs, revenues and economic development Northstar w ill deliver are in your best 
interest. It's not a political choice, but rather, an economic choice. It's .1 decision that w ill help 
to shape the future of the Alaskan economy. Thank you for taking the time to consider the facts 
a- you make your decision and express your choice to the men and women who represent you.

President
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April 4.1996

Senator Loren Leman 
via fax

Dear Loren:

I hope you will support the legislation necessary to amend the lease terms 
allowing BP's North Star project to procet d. Wo in the contractor community 
consider North Star a vital stop toward developing the potential of small fields on 
tho North Slope. I am personally convincod that is where the future of Alaska’s 
economy lies. Big fields are wonderful, but experience shows they are few and 
far between.

Net profits bidding may have been a worthwhile experiment, but the 
experiment failed and acknowledging that is essential to correcting its problems. 
Since little cash had to be advanced for net profits leases, the incentive for 
prospective bidders was to ratchet their estimates on potential production to the 
maximum and bid a6 though a dream field were involved. If tho acreage proved 
not to bo that rich, thoir investment was relatively small and they could walk 
away.

The problem for the state was that the lease was then prohibited from 
development by a contract written for a much larger field than actually exists 
there. The state entrapped itself. Net profits leases fail to take Murphy’s Law 
into account. Fortunately the Legislature is in a position to correct the problem 
and put this vital small field in»o production. Thanks for the time and effort you 
have put into this issue.

I look forward to seeing you at tho State Convention.

Sincerely.

Tom Brennan

313 W m i norvod Avcrtua. A/xctoog*. AK 99501 (9071 276-1397 'Ax <6Q7l 276 790/
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4/28/96

Dear Legislator:
Does the Northstar legislation resemble the Teapot Dome oil scandal?
From: The Worldbook Encyclopedia 1996. “Teapot Dome was one of the most 

notorious government scandals in United States history. It occurred in the 
Administration of President Warren G. Harding and contnbuted to his low standing 
among U.S. Presidents.

Committees of the U.S. Senate and a special commission investigated the 
scandal from 1922 to 1928. The investigators found that Secretary of the Interior Albert
B. Fail had persuaded Harding to transfer control of three naval oil reserves from the 
Navy Department to the Department of the Interior in 1921. Fall leased the reserves, at 
Elk Hills. CaJrf., and Teapot Dome. Wyo., mostly w ithout com petitive biddngfofhe 
private oil companies of Edward L. Doheny and Harry F. Sindar in 1922. For helping 
to arrange the Elk Hills transfer. Fall received a loan* of $100,000 trom Doheny. For 
the Teapot Dome transfer. Fall reaeved more than $300,000 in cash, bonds, and 
valuable livestock from Sindajr. Fall resigned in 1923 and joined Sindair’s oil 
business.

In 1927. the government successfully sued to cancel the leases. In 1929, Fall 
was convicted of accepting a bribe, fined $100,000. and sentenced to a year in prision. 
He 'was the first Cabinet member ever to go to jail for crimes committed while in office." 
end of quotation.

Facts and history: the Northstar oil leases were competitively leased between 
1979 and 1983. The leases were set up with fixed cash bonuses of $875 per acre. $3 
million per lease or $15 million was requred for all the leases as a fixed bid bonus. 
The sole competitive bid variable was how much the winning bidder was willing to 
gve the stat**. The winning bidders agreed to gve this state an average of 90% of the 
net profits from the Northstar oil field. One year ago British Petroleum entered into the 
contract with the state when it acquired the leases from Amerada Hess.

Some drect emotes from the Senate Resources Committee Substitute for SB 
318 (Northstar Lease Amendment) . BP Exploration (Alaska) inc's. president Mr. 
Morgan, has testified. "In making that aquisttion [purchase of the Northstar leases) we 
did understand and it was dear to us that the issue of net profit leases presented a 
problem, and a problem would reed to be overcome with the state if development was 
to proceed." (Page 5 daft). ‘ Both BP Exploration (Alask a) Inc.'s President. Mr. Morgan, 
and Department of Natural Resources Commissioner Shively have testified that at 
sometime between January and April 1995. before the Department o f P a tira f 
Resources approval o f BP Exploration (Afaska) Inc. s revised Pfan o f Development 
and extension fo r tire  Northstar Unit. BP Exploration (Alaska) Inc approached the 
admntstraoon. asking tha t it  support the rxxrporation o f pronsrons that noddafkiw  
the commissioner o f the Department o f N a tira i Resources to m odfy net p ro fit share 
term s of oil and gas leases in the royalty modfication legsfation that the 
administration had requested last session (HB 207)." (Page 11 daft). However, under



the bill, this strategy only works if the oil company shows clear and convincing 
evidence that development would be uneconomicolly leasable. ‘According to BP 
Exploration (Alaska) Inc.’s President. Mr. Morgan. “We have never argued that 
development of Northstar could not be profitable under the terms including the net 
profit an-angements. In profitability in terms of return on capital, this would be possible. 
This is not a margined oil field." (Page 8 daft). BP Exploration (Alaska) Inc.’s President. 
Mr. Morgan, has testified “ ... that with the net profit arrangement in place, at the level 
that it exists. BP would not be prepared to go ahead with the development of a 
Northstar project, even though, if you run the economics, you can show that the return 
is a sound son of return on investment." (Page 8 daft). Does this sound like bargaining 
in good faith and honoring their contract cr a premeditated breach of contact to you?

Our Governor and BP entered into an agreement that must then be ratified by 
our legislature. The original contract is to be replaced. Alaska will give up all of the net 
profit share in return for replacing our current royalty share of 20% for a new royalty 
share of 20% escalating upto 27.5% based upon oil price increases. "As to whether 
the Department of Natural Resources, in the course of its negotiations with BP 
Exploration (Alaska) Inc. had considered whether to add some sort of corrective factor 
to the ageement to compensate if the reserves ultimately prove to be considerably 
larger than estimated. Commissioner Shively has testified "we did have a proposal at 
one time on the table that would have taken that into account. That's not where we 
ended up." (Page 17 daft). The Federal Government owns two of the leases in the 
Northstar Unit. These Federal Government oil leases require BP to give them a 16 
2/3% royalty escalating pto a maximum of a 65%royafty as the price of oil im eases. 
Northstar is estimated to contain 130 million barrels of oil. if the field yields 1 j ) million 
barrels and were procured under the existing profit-sharing provisions the state would 
redeve $900 million dollars, or 50 % more than the $600 million under the BP - 
Knowles proposed agreement. The BP - Knowles legislation represents a potential 
loss to the state of $300 million.

What happens if the price of oil or production goes up? Kevin Banks, state 
petroleum economist, explained that the net-profrt blaring arrangement would be a 
gusher for the state rf Northstar does better than expected - if oil prices should head 
skyward or if the field produced a lot more oil than the 130 million barrels projected. 
"The net-profit share really poas in." Banks said. (Page 18 Draft). Fa example.130 
million bards of oil multiplied by each $10 price- inaease in oil yidds $1.3 billion 
dollars. Alaska would get 90% (after BP’s expenses) of any increases in the price of oil 
if the original contract remains in place. This new Northstar legislation proposed by the 
administration and the commissioner of revenue dearly fails to protect the states 
upside and therefae best interests.

What happens if the state does nothing and waits fa  BP’s new development 
agreement to expire in April of 1998? Alaska could require BP to develop the leases 
and either start produang oil a  the leases would revert back to the state. How much 
money would Alaska make if we rdeased Nathstar? Alaska onginally charged a fixed 
bonus of $15 million fa  the leases. Without this fixed bonus amount, and with a 
competitivdy bid bonus. Alaska can make an analogy based upon the $81 million 
dollars the Federal Government redeved as a competitively bid bonus in 1980 fo r its 
two Northstar leases. ‘Based upon its review of the bonus revenue reaeved fa  the



federal leases within the Nortstar Unit, which were leased with a 16 2/3 percent sliding 
scale royalty and the bonus bid as the variable, the Department of Natural Resources 
estimates the state's Northstar Unit leases cuuld have brought $268,406,052. as 
opposed to the $15.469.000 actually recieved. had the leases been offered with a 
121/2 percent royalty, no net-profit share and with the bonus bid as the bid variable." 
(Page 10 Draft). Ken Bcyd, the director of the division of oil and ga3. has testified that 
"BPXA currently estimates that 76.8 % of tho recoverable reserves underlie the state 
leases in the Nortstar Unit (NSU)." (Page 8 Draft).Then based upon the $81 million the 
federal government recieved for 23.2 % of the oil. the state could rerieve three times 
the competitive bonus bid that the federal governments leases brought in 1980 a  
$242 million under the same terms. The Northstar Legislative Bill, by request of the 
governor, states. The legislature find~ that because of the development account 
provisions of the net profit share leases, ihe later that these leases are developed, the 
less ‘ net profits" the state recieves." This statement is refuted in an April 3.1996 
memorandum from Kevin Banks, state petroleum economist, to Ken Boyd, director of 
division of oil and gas. ‘ In response to Senator Halford's request about the effect on 
the economic benefits if a lawsuit delays development of the Northstar Unit. I analyzed 
the effect on economic benefits caused by a delay forany reason. In  short, any M ay 
increases the economic benefits to the state while decreasing the economic benefits to 
BPXA: Besides the development account of $262 million ckawing interest at the prime 
rate oi 8.25 % amounts to $21 1/2 million. If BP jepardizes oil production until there 
development plan expires in April of 1998, the future bonus bids will mere than make 
up for the states loss of $43 million in interest accruing over these two years. Plus the 
state has the option of suing BP to recover this money, since BP obviously did not 
come into the contract they entered into with the state in good faith. BP is merely 
attempting exhortation - by holding the state hostage unless we renegotiate these 
lease contracts fa  BP’s further benefit. On page 122 of the 1995 report. ‘Review of 
International Competitiveness of Alaska's Fiscal System’ (Little Report), the Arthur D. 
Little Co. concluded "{Oil] companies generally look fa a rate of return of about 15 
%...* (Page 8 Draft). Then Alaska could definitely rebid these oil leases fa  a 20 % 
royalty with 80 % - 85 % of the net profits going to the state.This would gve any oil 
compay ova 15 % of the net profits. Howeva. since it is a matta of recad that two 
otha oi! companies besides BP entered into negotiations with Amerada Hess tor the 
Northstar leases - oil companies are willing to develop and accept a profit of “10 % 
with the net profit share lease tarns." (Page 10 Draft) Once again the administration 
and the commissiona of natural resources have failed to protect this states best 
mtaests. The question is if the legislature is going to join them?

Are Alaska’s oil fields competitive and profitable to the oil industry in a global 
environment? Alaska's oil fields are vrtually the most profitable in the world because 
most of them were leased lo r only a 1/8 th share a  a 121/2% state royalty with no net 
profits going to the state. Let's compare Alaska to Kuwait: Alaska produces almost 1.8 
million barrels of oil pa day and Kuwait produces 1.8 million barrels of r*l per day. 
Alaska has a population of 600,000 people and Kuwait has a population of 2 million 
people, but only (39 %) 780.000 of them ar« Kuwaiti nationals. Kuwait offers its 
citizens free medical, college and government jobs etc.. Alaska now denies its 
impoverished senia citizens state funded eye gfasses, hearing aio3 and dentures. Oil



companies can nov make windfall profits by selling Alaska’s oil in overseas markets 
like Japan where gasoline now retails for $4.14 per gallon, since the export ban on 
Northslope crude oil was lifted. One third, but upto 1/2, of Alaska’s oil is typically 
refined into gasoline. Over 50% of Alaskan crude is refined into gasoline, jet fuel and 
diesel fuel which all sell for over $1.00 per gallon. BP. Arco and Exxon are all vertically 
integ-ated oil companies - meaning they make profits every step of the way in 
shipping, refining and marketing petroleum, upto and including when it reaches the 
consumer at the gasoline pumps.The amount of oil exported out of Alaska per day (1.8 
million barrels) divided by its population (600,000 people) equals 3 barrels or 126 
gallons of oil produced for each AJaskan every day. Furthermore. “Based upon BP 
Exploration (Alaska) Inc.'s estimates of recoverable reserves and project development 
costs, the Northstar Unit has a per barrel development cost of $2.90. For comparison ... 
BP Exploration (Alaska) Inc.'s estimated per barrel costs of developing each are: 
Kuparak (1982) - $6.65 per barrel; Endicot (1985) -$5.40 per barrel; Prudhoe Bay Unit; 
GHX (1992) $4.45 per barrel..." (Page 9 Draft). The fact that Northstar oil is lighter 
crude oil. being almost half of tho density of Prudhoe Bay crude also must be taken 
into consideration - this greatly enhances oil production and recoverability. A study 
published in 1993 by Richard Fineberg states, "If these operations were controlled by 
one firm (in fact, three companies controll more than 90 % of Alaska’s production and 
pipeline facilities), that company would rank among the five most profitable industrial 
corporations in the nation."

Is the Northstar legislation even legal? If this legislation is enacted, the 
Northstar oil leases change from being competitively bid oil leases to uncompetitively 
bid sole source awards of special interest legislation by the legislature. It will 
discourage independent oil companies because AJaskan oil leases are given to 
politically connected oil companies - oil companies that were outbid. If these initial oil 
companies whose bids would have brought the state more money than BP *s 
proposed renegotiation litigata - then Alaska is liable to pay stupendous damages.
How will the legislature reconcile the Northstar legislation with the Alaska Statutes? 
Will they put a BP dsdaimer (ie. except BP) in the following statutes? AS 38.05.180 
(a) The legislature finds that (1) the people of Alaska have an interest in tho 
development of the states oil and gas resources to (B) maximize competition among 
parties seeking to explore rnd develop the resoirces. AS 38.05.920 Assignment, (b) 
...the assignee or sublessee is subject to the provisions of laws and regulations 
applicable to the contract cr lease. AS 38.05.180 (w )... noncompetitive leasing is 
prohibited.

Is the Northstar legislation unconstitutional? Ak. Const.; Article 8; Sec. 2: * The 
legislature sha ll provide fo r the utiliza tion , development, and conservation o f a ii 
n a tira i. resorces belonging to the State, inducing land and waters, fo r the maximum 
benefit otitspeople . ’ In the aforementioned, shall does not mean may and 
conservation means wise use. The state leased the oil rights at the Northstar field 
pursuant to the constitutional mandate to obtain the maximum public benefit. There 
has to be some some equal exchange - or mutuality of consideration - in order to make 
a material change in a competitively bid contract, the benefits cannot be one sided.
The te st is  that if  the peopfe o f Alaska redeve the maximum pub lic benefit then it  is  
const)tubond a n d if BP reaeves the maximum benefit tom  renegotiating u^se



/eases then it  is  unconstitutional. There can be no loss of state revenues. The Alaska 
Legislature ha3 sworn to uphold the Alaska Constitution. Ak. Const.; Article 2; Sec. 19: 
"The legislature shall pass no local or special act if a general act can be made 
applicable." "Alaska's Constitution: A Citizen's Guide." by Gordon S. Harrison states, 
"For the most part, special and local acts amounted to legislative cfispensation of 
favors end preferences to powerful interests - private, corporate, or municipal." "Laws 
should apply uniformly throughout the state. Pi ̂visions to ensure that they do not 
selectively benefit or discriminate against a particular community, corporation, cr 
individual, are found in many state constitutions." Ak. Const.; Article 8; Sec. 8: "The 
legislature may provide fa  die leasing of the public domain ... and fa  forfeiture in the 
event of broach of conditions."

Was our row deceased famer U.S. Senata and statesman clairvoyant? From. 
‘Alaska's Constitutional Convention", by Victa Fisher (also a delegate to Alaska's 
constitutional convention and famer state senata) at page #130 and 131, "Bartlett. 
Alaska's delegate in Congess. urged the convention to protect Alaska from the robber 
baron philosophy ... that had worked against Alaska in the past. He pointed out that 
while Alaska had experienced exploitation on a gand scale, the potential fa  future 
exploitation of natural resources of was infinitely geater than anything the state had 
over seen to date.... Two very real dangers are present. The first, and most obvious, 
danger is that of exploitation under the thin guise of development. The taking o f 
Alaska 's m ineral resources w ithout leaving some reasonable return fo r the support o f 
A/aska s governmental services and the use o f aH the people in  Alaska w ill mean a 
betrayal in  the adm inistration o f the people ’$ wealth. The second danger is  tha t 
outside interests, determ ined to s tifle  any developm tnt in  Alaska which m ight compete 
wrth the ir activitie s elsewhere, w ifl attem pt to aqure great areas o f A laska’s public 
lands in  order NOT to develop them u n til such tim e as. in  the omnipotence end the 
pursuance o f th e ir own interests, they see fit. ’

Does the uncompetitive bidding in the Teapot Dome oil scandal compare to the 
uncompetitive bidding in the Northstar oil scandal? Does it take a Harvard MBA to see 
the corruption involved? Rep. Kay Brown amply described the correct sentiment in a 
similar piece of oil legsiation in a floa debate when she said. Madam speaker, th is is  
not a partnershp. This is  what a b u fl does to a cow r

Mike Bruner

(Reply requested.)
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B W / I P  I n t e r n a t i o n a l ,  I n c .  Pump DIvUUs

E A ^ L iM j v s M n m ^ n m

AU i Um  OptnUtoM 
2151 Fiiiuvby W j<y 

W uD U . Ak 99654

D A T E ;  April 26, X996

C O M P A N Y :  A l u l a  State Legislature F A X  U: 907-465-3810

A T I N :  Senator Loren L e m a n F R O M :  Larry Fisher

N U M B E R  O F  P A G E S  A T T A C H E D  T O  T H I S  L E A D  S H E E T ;  N O N E

R E F E R E N C E ;  Northstar

M E S S A G E :

D e a r  Senator Leman,

S o m e t i m e  ago, I wrote a letter to n t m y  individual Repn-tentative* and Senator* expressing 

BW/IP'r corporate support to the N o , H u  tar project Recently, I have read in the news a t  

the legislature has modified the origin.^ agreement s o m e w h a t  in an attempt to strengthen BP's 

verbal c o m m i t m e n t  to hire Alaska and utilize Alaska business ex to support this project W e  

applaud the legislatures efforts to insure Alaska and Alaskan's get a fair shake on these issues 

with B P  but w e  bellevr there is only so m u c h  a corporation can do and remain competitive 

in a global market

W e  k n o w  of lost opportunities in our line of business that B P  currently docs not a/Toni us. 

This of course is upsetting but w o  believe only through offering coothnwd quality, 

responsiveness and competitiveness will everyone c o m e  oat a winner. B W / I P  as a 

corporation understands BP*i present c o m m i t m e n t  regarding local hire and utilization of 

Alaska businesses for Northstar tod agrees with it

W e  urge the individual Representatives and Senators such as yourself to continue the process 

of making sure the Northstar development m o v e s  ahead to give the State of Alaska, Alaska 

workers and Alaska businesses at .cast the opportunity to expand with a po tends* n e w  era of 

development on die North Slope.

F A X  N U M B E R  (907) 376-0556 T E L E P H O N E  (907) 37S-0550

If you do not receive all pages attached with this (nmimittfc, please call us m soon as
possible. Thank You.
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A p r i l  8, 1996

S e n a t o r  L o r e n  Leman 
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  (MS 3100 )
J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2

S u b j e c t :  B P 's  N o r t h s t a r  a g r e e m e n t  w i t h  t h e  S t a r e  o f  A l a s k a 

Dear  S e n a t o r  Leman,

I ' m  s u r e  l i k e  o t h e r  c o m p a n y 's  who h e a v i l y  r e l y  on t h e  o i l  
i n d u s t r y  i n  A l a s k a ,  my l e t t e r  w i l l  e c h o  many o t h e r s  you may 
r e c e i v e  i n  r e g a r d s  t o  t h e  s u b j e c t  m a t t e r .  B W /IP  I n t e r n a t i o n a l 
I n c .  came t o  A l a s k a  t h r e e  y e a r s  ago t o  e s t a b l i s h  o u r  1 0 t h 
a f t e r m a r k e t  r e p a i r  s e r v i c e  c e n t e r  i n  t h e  U n i t e d  S t a t e s .  BW/IP 
m a n u f a c t u r e s  i n d u s t r i a l  pumps i n  s e v e r a l  U . S .  and i n t e r n a t i o n a l 
l o c a t i o n s .  TK i s  e q u i p m e n t  i s  u s e d  t h r o u g h o u t  t h e  w o r l d  i n  a l l  
t y p e s  c f  i n d u s t r y .  The W a s i l l a  S e r v i c e  C e n t e r  c u r r e n t l y  e m p l o y ' s  
18 f u l l  t i m e  A l a s k a  b a s e d  e m p l o y e e ' s  w i t h  an a n n u a l  p a y r o l l 
e x c e e d i n g  $ 7 5 0 K .

Our e m p l o y e e ' s  a p p l a u d  G o v e r n o r  K n o w le s  and h i s  e f f o r t s  t o  keep 
A l a s k a  open  f o r  b u s i n e s s  and  m o v i n g  f o r w a r d .  The N o r t h s t a r 
a g r e ° m e n t  as v e  u n d e r s t a n d  i t  r e p r e s e n t s  c h a n g e  i n  p r e v i o u s l y  
e s t a b l i s h e d  t e r m s  and c o n d i t i o n s .  Terms and c o n d i t i o n s  t h a t  may 
have  b ee n  r e a l i s t i c  i n  t h e  p a s t  b u t  i f  a d h e r e d  t o  t o d a y  w o u l d 
s i m p l y  b l o c k  n e e d e d  new d e v e l o p m e n t  on t h e  N o r t h  S lo p e  w i t h  t h i s  
p r o j e c t  and  p o s s i b l y  o t h e r  m a r g i n a l  f i e l d s .

As I ' m  s u r e  you  a r e  v e r y  much a w a r e ,  t h e  s u r v i v o r s  o f  t o m o r r o w 
w i l l  h a v e  t o  t h r i v e  on  c h a n g e  t o  c o m p e te  i n  a more  g l o b a l  econom y 
and  o u r  e m p l o y e e ' s  u r g e  t h e  S t a t e  L e g i s l a t u r e  t o  a c c e p t  t h e 
c h a l l e n g e  o f  c h a n g e .  N o r t h s t a r  w i t h o u t  a d o u b t  w i l l  be good  f o r 
A l a s k a ' s  f u t u r e  and  a s s u m in g  t h e  l e g a l  i s s u e s  s u r r o u n d i n a  t h i s  
a g r e e m e n t  a r e  a c c e p t a b l e ;  we u r g e  t h e  S t a t e  L e g i s l a t u r e  t o  
q u i c k l y  i n  a b y - p a r t i s a n  e f f o r t  r e v i e w ,  r e p o r t , "  and a c t 
p o s i t i v e l y  i n  a t i m e l y  manner  c n  t h e  N o r t h s t a r  a g r e e m e n t .

O p e r a t i o n s  M a n a q e r 
BW/IP  I n t e r n a t i o n a l  I n c
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Kevin K. iirucc • 22I5 Arlington Drive • Anchorage • Alaska • 995I7

April 16, 1996

Honorable Loren  Lem an 
Alaska Sta te  Senate  
State Capitol
Juneau, Alaska 99801-1182 

D ear Senator Lem an:

It seem s that every year I end up writing you a letter during the closing days of 
the session. Today, I am writing to voice  my support for S B  318, the legislation 
that would allow the Northstar oil field to be developed.

S in ce  your com m ittee has hold extensive hearings on the bill. I won't belabor 
the benefits of Northstar. I will simply observe that if there w as ever a time when 
we needed  to develop new sources  of revenue, jobs and business for the stato, 
this is it. And Northstar holds the promise of all of these benefits.

From  the papers I note that you have found the bill “acceptable." I think it is 
m ore than that. It is a good deal for the state, and a fair deal for BP. C o m e  on 
Senator, try and be more enthusiastic about a project that will pump a billion 
dollars into our econom y over the next 15 years. W e just d on ’t have that m any 
opportunities on our horizon.
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CLIFF BURGLIN April 12, 1996

WEST SAK S< UGNU/HEAVY OIL !* NORTH STAR

This column will aodress the s*cr*t dealings bctu««n BP, 
Arco, Exxon, politicians and bureaucrats of the- State of Alaska. 
On*- might ask who ic representing the citizens of Alaska? The 
answer would be undeniably: NO ONE!

The State politicians are re-elected with corporate 
contributions and if they have businesses, they get lucrative 
contracts from the oil companies. Both politicians and state 
employees share in the bulk of the money that goes into the 19 
billion dollar permanent fund that will fund their retirement, 
perks, and wages. When the time cornes, the permanent fund will 
be depleted, very legally, by state politicians and bureaucrats, 
past, present, and future. Many politicians and state employees 
will receive two or more retirement checks.

y § 5 I _ s ^ L _ c : y S _ i j ! j L ! y _ N Q I - 5 P _ y ^ y y _ § b 6 L L Q y _ 3 1 1 .

BF senior personnel have been quoted by the news media as 
saying that the reason that heavy oil can be produced for si.80 
per barrel is that the wells can be drilled from existing pads at 
the Milne Point Unit.

There are over 90 pads on the North Slope stretching from 
the Naval Pet Reserve 44. to ANWR. If half of these pads (20 
wells per pad) produce 10,000 barrels of heavy oil per day, that 
would be 450,000 barrels per day from total production of 
1,400,000 barrels per day from which the state would receive no 
revenue for five (5) years.

If Alaskans are led to believe that there is a budget crunch
now, think about receiving no revenue for five (5) years for at
least one third of the. oil produced on the North Slope. 
Remember, according to BP officials, wherever there is a pad, 
there is infrastructure. Most of these pads are closer to the 
pipeline than are the pads to which BP Is referring at Milne 
Point. I will credit Commi r.si oner Shively and the Director of 
Oil and Gas, Ken Boyd, for opposing this blatant legalized 
robbery authorized in HB 225 that has already passed the State 
House.

In their published statements, BP, Arco-Exxon, et al, have 
stated that they are earning 25 - 407 return on their investments 
on the Prudhoe Bay, Kuparuk, and Point McIntyre Fields. I happen 
to know that they are earning more.

If they pay no royalty or tax on 450,000 - 700,000 barrels
per cay of heavy oil, they will be making over 1007.. Think about
that!

We are not just talking about heavy oil at the 30,000 acre
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Milne Point Unit. The State will be giving up all royalty on 
heavy oil produced from millions of North Slope acres. * All at 
the expense of every Alaskan.

No less an authority than Harold Heinze, past president of 
Arco and past Commissioner of Natural Resources, has stated that 
the West Sak accumulation on the North Slope encompasses an area 
eighty (80) miles wide by forty C40) miles deep.

In exchange for this benevolence, £00,000 Alaskans will be 
hit with every conceivable tax and fee by State politicians and 
bureaucrats. These tares and fees will not reduce tne so-called 
deficit but will put hundreds more on the State payroll. A word 
of warning to our State politi.'ians. After HB 315 in passed, 
Arco, Exxon, BP, and Alyeska will not only have no respect for 
you, the/ will have no further use for you.

NQEIfcLSJAR

ihere is no precedent or authorization in any state law for 
Governor Knowles or the administration's secret, illegal 
negotiations on the North Star Oil field. BP knew exactly what 
it ua3 buying at North Star. If BP is at all concerned with the 
net profit feature of the leases kicking in, BP must know that 
there are at least four times as many barrels of oil in the field 
which would be over 500 million barrels of proven recoverable 
reserves, not 130 million. Shell and Amerada Hens, the original 
owners and discovers of North Star estimated the field to contain 
200 million barrels of high grade oil.

Governor Knowles, our legislators, ar.d state employees were 
elected and hired to represent and serve all of the people in 
Alaska.

I authorise any of you wno will take the time or trouble to 
make a copy of this article and send it to Governor Knowles and 
your elected repreewntatlve«.
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cLirr mmauiN March a.

Another Indication of Additional billions of 
Darrals of North Slop* Oil Rasarvas

Thar# ara many l«rg» and •mall compan1as who own minor 
sharas of tha Prudho* Day oil, and tha Uonu, Wast Bak, Kuparuk, 
and othar oil formations within tha Prudho* Day Unit araa.

Soma'of tha Urgtr companlas with amallar intaraats ara 
Hob 11, Chavron, Taxaco/Amoco, Shall, Union, Amaracio Hass, 
Ptnnxoll and Phillips.

Ona of thaaa companlas who** production Is two thousand 
barrals par day wants to sail its intarast. It has assamblad a 
packaga that 1\ has aant out to lntarastad potantlal buyars.

In tha salaa packat sant out by this lalllng company ara a 
description of its lntarasts as wall as an accurata documantad 
foracast as to how long its two thousand barrals par day
production will last. Dasad on this inslda information availabla 
to any company. Including Arco-Exxon and DP, this company statas 
in Its sailing information packat that Its small portion of
Prudhoa Day will ba capabla of producing at its prasant rata of 
two thousand barrals par day for at laaat 76 yaars. Miami Arco— 
Exxon and DP ara willing to astlmata production at prasant ratas 
for up to 42 yaars. This othar ownar with tha sama Information

This Is 76 yaars with no additional dlscovarla*. 
1.3 million barrals par dsy for 76 yaars lndlcatas provan
produc1b1 a rasarvas as of now of ovar 33_HillifiO-b

Kach ona of thaaa ownar companlas has attandad all or moat 
of tha Prudhoa Bay ownar a * maatlngs slnca tha original dlacovary.

Look for many larga oil company margars. Ramashar, avary 
margar will maan lowar quality, hlghar prleas, fawsr Jobs, and 
poorar sarvlca.

Tha six ramalnlng slstars ara Exxon (by far tha largast, 
rlchast and most puwtrful), Shall, Mobil (Standard of NV), 
Taxaco, Chavron (Standard of Call, and DP.

B P  Is tha amallast of tha six and for many raasons tha most 
apt to ba margad with ona of tha largar companlas. Mobil is tha 
most likaly, but Shall ts a daftnlta possibility.

If Mobil ands up with BP's Alaskan holdings, it will put 
ovar 93X of Alaska's North Slop* rasarvas in tha hands of thraa 
f rmar Rockafallar companlas, Exxon—Arco and Mobil. Mobil or any 
othar company with whom DP might marga would also inharlt DP's 
controlling intarast in T.A.P.O. DP's Holdings In ANWR would 
also ba includad In any margar.

Alaska's all would ba undar avan lass control of Alaska or

Alankans. As part of tha Qlobal Economy, Alaska's trillions of 
dollars worth of rasourcas would ba totally undar tha control of 
tha United Nations' Ona World Qovarnmant. Do would avary citlxan 
of Alaska.

Think about It and taka tlma to writ* your alac tad 
raprasantat1vas to protast this masslva transfar of Alaska's 
waalth (our wealth) bafora It's too latat



APR 2 6  1996

C o rpo ra t io n
601 W 5th Avonuo. Su.to 200 • Anchorago, AK 99501-2225 • (907) 279-5516 Focoimilo '907) 272-5060

April 2 4 . 1996

The Honoiab le Loren Lehman 
Chairman
Senate Resources Committee 
State Capitol, Room 113 
Juneau . AK 9 9 8 0 1 -1 1 8 2
Dear Chairman Lehman,
Calista Corporation is in favor of Senate Bill 3 1 8 , North Star Oil Field Lease 
Agreement, with provisions for local and in -sta te  contracting ability. O ur 
state m ust continue to work toward developing new projects to stabilize the 
future o f ou r econom ic health and well being.
Over the lifetime of the lease of Northstar Oil Field, the state m ust continue 
to oversee exploration and p roduction  costs , and a fair taxation process 
should be equivalent to Prudhoe Bay exploration and production costs.
We hope this Bill will be an incentive for continued progress by ou r state to 
work with the oil com panies in other fields on the North Slope.
S incerely .
CALISTA CORPORATION

Matthew Nicolai 
President
cc : Governor Knowles

Senator Lyman Hoffman 
Senator Gcorgianna Lincoln

Sent Via Facsimile

Office of the Preoldont



ENTERPRISES, INC.
1524 Ship Avonuo • Anchorage, AK 99501 • (907) 276-7797

APR 1 0  1996

April 5. 1996

Senator Loren Leman 
Alaska State Legislature 
State Capital (MS 3100) 
Juneau, Alaska 99801-1182

Dear Senator Leman;

I am writing to you in support of the lease change on the Northstar leases. If we do not 
encourage BP to act now. it is likely that the leases will expire with no activity and he re 
leased. This would delay the production for a number of years and probably not increase 
revenue to the State.

Carlile employs 270 people in Anchorage. Fairbanks and the Kenai Peninsula. We 
support the change now and would appreciate your support.

Thank You.

jA /■
1 larrvAIcDonald 
President

Anchorogo • Sotdotna • Seward • Fairbanks • Prudhoo Bay
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COOK INLET REGION, INC.
April 22, 1996

VIA FAX: (907) 465-3810

I lonorable Loren Leman 
Chairman
Senate Resources Committee 
State Capitol
Juneau, Alaska 99801-3810 

Dear Senator Leman:

I am writing to you today as a follow up to my earlier testimony to the Committee and 
my conversations with you about Senate Bill 318. As you are aware, CIRI is heavily 
involved in the oil industry in Alaska through our own developments on the Kenai, as a 
working interest owner in Endicott, and through our three subsidiary companies, PEAK 
Oilfield Services, Construction Machinery, Inc. and Alaska Interstate Construction. So 
we benefit from more than our alliances and partnerships as a contractc on Alaska's 
North Slope.

It is our belief that SB 318, which would allow the development of Northstar, is a most 
vital piece of legislation. It w ill do more than just put hundreds of Alaskans to work and 
inject millions o f private sector dollars into our economy. It w ill maintain flow in the 
Trans Alaska Pipeline. Clearly, the S»ate must continue to support these smaller field 
developments or we w ill reach a point where it is uneconomic to transport oil through 
the pipeline. If the pipeline shuts down we can forget any future developments such as 
ANW R.

We believe the Executive Branch is properly empowered under the Constitution to 
negotiate Jeals w ithin a general statutory framework established by the Legislature. And 
while the Legislative Branch may read into the record what it believes should be or 
should have been included in a contract, it is bad constitutional precedent and poor 
practical policy for the Legislature to get into the business of rewriting or re-negotiating 
contracts carefully negotiated by the Executive Branch.

I fully understand the role of the Legislature in our system of checks and balances and 
your duty to review what the Administration is proposing in terms of lease amendments. 
You have made it clear that -  had you negotiated the deal —  it would have been 
somewhat different. But this is the agreement that was hammered out between the 
State o* Alaska and BP Explot ition and should be the only agreement on the table.

ou suaotso jjh *c it tin *a *o» tuso anc*o a i a s k a  msomsm
mx non jrxtx*
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Senator Leman 

April 22, 1006 
Page 2

Cook Inlet Region, Inc. fully suoports this negotiated agreement. For our part, we are 
satisfied that BP will do everyt g in its power to fulfill its commitments on local hire 
and local business participation in Northstar's development. We do not base this belief 
on misguided optimism, but on cold political reality. If, for any reason, BP does not live 
up to its commitments, they will find scarce support among Alaska businesses arid public 
officials for any future development opportunities. Moreover,! am advised that there is a 
real danger, from a legal perspective, that this well-intentioned attempt to put more 
“teeth14 into the Alaska hire and contracting provisions could amount to "throwing out 
the baby with the bath water." It also may substantially increase the chance that this 
entire piece of legislation will be ruled illegal or unconstitutional under state and federal 
law.

In summary, we believe BP means what they say and that the Northstar project is our 
best opportunity to forge a new standard tor Alaskan's participation in oil development. 
It also sends the right message to other companies thinking about investing in Alaska. 
The legislature worked hard to pass HB 207 last year to send the message that Alaskans 
are willing to work with the Industry on issues critical to the future development of 
Alaska's resources. This is one of those issues so let's -  as Alaskans live up to the intent of 
HB 207 and pass SB 318 as recieved from the Administration.

Accordingly, on behalf of Cook Inlet Region, Inc., I strongly urge you to support SB 318 as 
it was introduced and keep this vital legislation moving forward. Thank you.

Sincerely,

Carl H. Mans 
Presiden & CEO

OOU
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April 15, 1996

From:
To: Senator Loren Leman, Chair, Senate Resources Committee 

Thomas Cook, 1848 Kalgin Street, Anchorage, Alaska 99504
(phone (907)333-1419; fax (907)338-9792)

Subject: SB 318 -N orth star Beaufort Sea Net Profit Share Leases

I respectfully offer the following comments to you and your committee in support 
of SB 318 that w ould  amend the terms of certain leases overlying BP's Northstar 
Prospect b/  deleting the provisions for net profit shares to the state.

Let me begin by ackno* /Iedging that, as an oil and ga«; industry consultant, I 
sometimes work for various companies in the oil industry including BP 
Exploration. However, I assure you and your committee that my comments are 
those o f a concerned citizen and are offered to you at my own initiative.

From June 1 ,1 9 7 8  until May 31, 1980, 1 served as Director o f the Division of Minerals 
and Energy Management, Department o f Natural Resources. It was during my 
period as Director that the State prepared for and conducted the 1979 Joint 
State/Federal Beaufort Sea Oil and Gas Lease Sale which resulted in the net profit 
share leases which are now at issue.
I became Director at the same time as the State's new oil and gas leasing statute took 
effect. W ith the passage of this new law, the Division faced a major task of 
developing regulations to implement the law and the various new bidding 
provisions prov ided fc in the revised leasing statute. The Division also faced a 
major task implement) ig  a leasing program  under the new law. W ith these 
responsibilities before me, I realized that I should review the legislative history of 
the new leasing law. More importantly, I wanted to review the studies and 
analytical work that I assumed had been done by the Department of Natural 
Resources in support of the newly enacted law. When 1 requested copies o f these 
studies which I presumed had been undertaken, I learned that none had been done, 
or at least none had been documented.

The only study I could lay my hands on was a consultant's report prepared for the 
Department by Mr. Mason Gaffney. The report recommended a variety of 
unorthodox bidding methods and leasing strategies without much analytical 
support and no citatk ns as to where these policies had been used and with what
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results. Based on my past experience and knowledge, 1 was very skeptical about the 
application of contingency bidding methods, "checker-board" leasing, and "two- 
stage" leasing and other unproven leasing techniques which Mr. Gaffney was 
recommending to the Department.

As Director, 1 was strongly opposed to contingency bidding and net profit share 
bidding in particular, for the follow ing reasons:

1. Contingency bidding methods and net profit share bidding, as a type of 
contingency bidding, have the effect of shifting risk from the private sector to the 
public sector. Under contingency bidding and net profits bidding, the State accepts a 
prom ise ( higher royalty, share o f profits, or a work commitment) in lieu o f cash up  
front (bonus bid) as a criterion for awarding a lease. Reward to the State then 
becomes largely a function of geologic risk (is oil present or not), and business risk 
(will future oil prices justify and support development). Industry is in a much  
better position to deal with these risks. It does so through joint bidding with 
partners, conducting exploration and development in many areas of the world, and 
counting on enough successful ventures to pay for the m ore numerous 
unsuccessful ventures. The State has no significant means o f spreading o r  
lessening risk other than to accept the highest competitive cash bid as a criterion for 
a lease award.

2. Net profit share bidding (and some other forms o f contingency bidding) 
can lead to unrealistic or irresponsibly high bids. There are really no factors which 
practically constrain a contingency bid which is a prom ise costing nothing and 
bearing little in the way of obligations. Cash bonus bidding by its nature requires 
that a bidder carefully evaluate its bid in terms o f  available cash and its desire to 
aggressively proceed with exploration and development. H istory shows that tracts 
receiving high bonus bids receive timely exploration and expeditious development 
if exploration results in a commercial discovery.

3. Net profit share leases are likely to  involve excessive administrative costs 
and disputes as to how  the net profit due the State is to be calculated. Regardless o f 
how tightly accounting and regulatory definitions are drawn, there will still be 
differences of opinion as to the allocation of costs and revenues, the treatment of 
depreciation, and questions of fair return on investment. It is quite possible or even 
likely that administrative costs and disputes leading to litigation would negate the 
worth of a net profit share to the State.

4. Net profit share leases necessarily cause the State to  be involved in 
business and technical decisions which are best left the responsibility o f the lessee. 
For example, if the State became concerned that the costs o f development, however 
necessary and prudent for a safe operation, were too high, it m ight pressure the 
lessee to cut corners and undertake less than prudent development to cut costs and 
thus increase profits.
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These were my primary concerns in opposing the use of net profit share leasing :n 
the 1979 Beaufort Sea Lease Sale. W ith this background in mind, 1 urge the 
Legislature to delete the net profit share provisions from the Northstar leases.

In choosing net profit share as the bid variable in 1979, the State chose to forgo 
hundreds o f millions o f dollars in lease bonuses which w ould have been 
forthcom ing under the proven system of cash bonus bidding. The opportunity for 
large cash bonuses has been lost because times h «ve changed. The late 1970's were 
times o f extremely high oil prices. State and industry experts alike shared a general 
view that oil prices would remain high and many believed oil prices would increase 
in the future. The ou tlook now is considerably more sober. The state cannot 
recapture the opportunity it lost in 1979 by canceling and offering the leases at 
another sale.

The best course o f action for the State is to delete the net profit share provisions and 
allow BP Exploration to proceed with development. This will lead to real benefits in 
terms o f royalty payments and taxes to the State, jobs and economic opportunities 
for contractors and businesses across the state.

The simple fact that the Nortlistar leases have remained undeveloped by the 
original lessees for over fifteen years - in  spite o f prom ising discoveries-is ample 
proo f that the original lessees found development to be uneconom ic under net 
profit share obligations averaging 90 percent.
The Northstar leases are now owned by BP Exploration, a company with a 
demonstrated commitment to responsible and diligent development o f A laska's oil 
and gas resources. The State Legislature now has the opportunity to undo a past 
mistake in choosing net profit share lease terms by deleting the onerous and 
uneconom ic net profit requirements. To do otherwise would be a ratification o f a 
costly m istake and another decision to forgo the development of Nortlistar with its 
many benefits to the State and its citizens.

Thank you for the opportun ity to comment on this important legislation.
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Thomas C. Crafford 
3000 Princeton Way 

Anchorage, Alaska 99508 
April 23, 1996

Senator Loren Leman 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, Alaska 99801-1182

Dear Senator Leman :

I a n  writing you to express my support for SB 318/MB 548. These bills, as you 
know, provide for the development of the Northstar oil field. They do not 
constitute a "giveaway" or "concession" but, rather, are pacts between the Slate 
of Alaska and the lease owner, BP Exploration, that establish reasonable royalties 
for the oil produced from the field. Additionally, the bills provide not only for 
direct operating jobs for Alaskans, but also for construction jobs in the in-state 
fabrication and assembly of oil field modules to produce the oil. Alaska has long 
sought "value-added" activities that would leverage our natural resources 
production and these bills would go a long ways towards accomplishing that 
laudable goal.

I don't see how Northstar could ever be developed under the existing royalty 
scheme. SB 318/HB548 recognize that economic reality and through their 
provisions foster a "w in-w in" situation for both private industry and state 
government. I encourage you to support these bills and the economic benefits 
that they promote for Alaska.



Sm aw m
Electric Supply Co., Inc.

Senator l,orcn Leman APR 1 »  1996
Alaska State legislature 
Resources 
State Capital 
Juneau, AK 99801-1182

Dear Senator leman,

It was a pleasure meeting with you during the week of April 7, 1996 on behalf o f The 
Alliance. I am now taking the opportunity to write you on behalf o f Dcbenham HIcctric 
Supply Co., Inc. We wish to thank you for your efforts in developing a long term plan to 
balance the budget. We also wish to acknowledge your efforts toward the passing of 
legislation encouraging oil and gas exploration and production and your development o f Tort 
reform legislation.

Dcbenham HIcctric Supply Co., Inc. would also like to let you know that we encourage the 
legislature to support BPXA in the development of the Northstar project. The Northstar 
project is good for the State of Alaska, Alaska hire and Alaska fabrication. We would also 
ask that you become involved in the Alaska buy issue, which is vital to the continued growth 
o f the Alaska Supplier Community. The action taken, by BPXA, to out-source the supply of 
materials pertaining to the BPXA general goods bundle has been detrimental to many Alaska 
Suppliers. Fairmont Supply Co., a Price, Utah firm, has no Alaska connection, only that 
they supply the products that many Alaska Suppliers have been providing BPXA for years. 
Utah reaps the benefits in increased tax revenues. Because of a BPXA directive, the State of 
Alaska and its Supplier Community stand to lose i f BPXA docs not change its directive and 
purchase 100% of their supplies and services through Alaska Suppliers.

Dcbenham HIcctric Supply Co., Inc. is hopeful that the Northstar project goes forth. We 
would also ask that you be mindful of the supplier issue as it relates to the overall purchasing 
scheme that BPXA has implemented. BPXA can easily reverse their directive by eliminating 
Fairmont Supply, the supplier. BPXA can continue their efforts in utilizing Fairmont 
Supply, the purchasing agent, to help reduce BPXA costs incurred through the execution of 
purchasing associated functions. This is a compromise which would allow BPXA to 
accomplish their goals of reduced procurement costs and at the same time receive unlimited 
support from the Supplier Community.

Dcbenham HIcctric Supply Co., Inc. is committed to support events that strengthen the State 
of Alaska. We support the State Legislature in providing leadership in the passing of 
legislation that will ins »rc the State of Alaska will have a healthy and flourishing e:onomy 
for years to come.

Branch Manager
Dcbenham HIcctric Supply Co., Inc.
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Rick DeTavemier 
Inside Sales Representative 

Alaska Instrument Company, Inc. 
907 E. Dowling Rd. Suite 5 

Anchorage, AK 99518
April ;2 9 ,1996

Senator Loren Leman 
Alaska State Legislature 
State Capitol (M S 3100 )
Juneau, A K  99801-1182

Dear Senator Leman,

I would like it to be known that I'm  very much in favor in the opening o f  the Northstar 
o il field. As a recent immigrant to Alaska from Michigan, I am very cognizant o f  the fact 
that oil makes the modem world move. I believe that we (Alaskans) should cash-in on 
the oil in the present and strive fo r a production base economy in the ftrture.

The opening o f  the Northstar might bring in a new industry o f  manufacturing and 
fabricating o f  oil field modules. This industry, o f  manufacturing oil field modules, w ill 
most certainly have o f f  shoot industries that w ill benefit the state m  a production based 
state. Some o f  these o f f  shoot industries just might survive, after the oil is depleted 
sometime in the future.

For myself, the issue really isn't Northstar but the issue is Alaska needs a larger 
manufacturing based economy. Northstar may be a stepping stone for a more productive 
and larger manufacturing based economy.

Alaska needs to start producing more finished goods, or when the oil runs out so does 
the future o f  A laska Opening Northstar o il field w ill certainly be a step in the right 
direction.

Sincerely,

R ick DeTavemicr
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D. M. CHURCH 
Dirtctor
Puf chi ling irwJ MitirU]* MiNftmint

April 10. 1996

Dear Supplier,
Effective May 1,1996, Fairmont Supply Company will relocate and centralis it’ * Price, 

Utah Western Purchasing function* Into our Corporate Purchasing and Matcriali Management 
Department out o f  Washington, Pennsylvania.

All future correspondence should be forwarded to the following address:
FaJrmont Supply Company 

P. 0 . Box SOI 
Washington, PA 15301 *

Attn: Purchasing and Materials Management

Phone No.: 412-223-2200 
Hours: 8:00 a.m. - 5:00 p.m. E.S.T. 

Monday - Fridiy

Invoicing will remain as before.
Please update your files accordingly and notify the appropriate personnel of these changes 

at your company. I f  you have any questions or have any concerns, please contact 
Mr. Carl Ortbner, Manager • Commodity Purchases.

(D. M. Church 
Director
Purchasing and Materials Management

Thank you,



Ed PSEfiVICES, INC.

Senator Loren Leman 
Alaska State Legislature 
State Capital (MS 3100)
Juneau, Alaska 99801-1182

RK: Senate Mill 318/1 louse Mill 548: DNR/MP Northstar Agreement

Dear Senator Leman:

I am writing to urge your support of the above legislative package that will enable Bl* (Exploration 
(Alaska)Inc. (MPXA) to move ahead with the development of the Northstar oil licld.

The terms of the deal struck between the Governor and MPXA which you are being asked to 
approve, is a fair deal for the stale, and commits the operator to a performance standard that will 
translate into several hundred construction jobs for Alaskans.

At the time the Northstar leases were originally issued, crude oil prices were high and reserves were 
hard to come by in the marketplace. The State intended to capitalize on this opportunity, and as 
lessor, dratted lease temis which gave the State a bigger piece of the action. We all know what has 
occurred subsequently. If the original lease terms are left unmodified, I do not believe any prudent 
operator would develop the leases, given current petroleum economics. I he lease modifications you 
are being asked to approve will carry the highest conventional royalty (20%) of any field on the 
North Slope plus an escalation factor based on oil prices.

Please use your influence to assure passage of this legislation prior to adjournment. It will provide 
income to the State through an acceptable royalty plus severance taxes; help stabilize the eroding 
job base on the North Slope; and provide some new jobs as well. At a time when Alaskans are 
looking to their legislators to reduce spending, increase revenues and provide an economic climate 
that w ill promote jobs for our residents, you have before you an opportunity to help accomplish two 
out of the three with this legislation.

I hank you.

A p ril 2 6 . 1 9 %  APR 2 9 1996

R. C. Gardner 
President
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DAN R. GILBERTSON 
1240 GILMORE TRAIL 

FAIRBANKS, ALASKA 99712 
907-457-3989

| P O S T A G E  P A I D

March 26, 1996
MAR 2 9 1996

TO:

Petroleum News*Alaska
Anchorage Daily News, Fax: 907-258-2157
Fairbanks Daily News Miner, Fax: 907-452-7917
Legislative Information Office - All Legislators mailed to Juneau
Bert Sharp - Chair Interior Delegation Hand Delivered
Gene Therriault - State Representative
Mike Stepovich
Ken Boyd, Director, Division of Oil & Gas, Fax: 907-562-3852 
Charlie Cole

Enclosed please find a copy of our letter to Commissioner Shively. We arc copying this 
letter to you not only for informational purposes but for any assistance that you as 
representatives of the people of our State could provide. At a time when the Legislator 
and the Senate seem to be going in a pro-development stage, why is it that we as 
individuals cannot get the same considerations.

Once read, I am sure you will find the attached letter extremely self-explanatory. I am 
sure you can understand my frustration with this situation

Thank you.

Sincerely,

Dan R. Gilbertson



Dan R. Gilbertson
1240 GILMORE TRAIL 
FAIRBANKS, ALASKA 99712

Telephone 907-457-3989

March  26 ,  19 9 6

Commissioner John Shively 
Department of Natural Resources 
400 Willoughby Avenue 
Juneau, Alaska 99801-1724

VJA FAX TQ:. 1-907-465-3886

Dear Commissioner Shively,

As a small independent investor on the North Slope, one of only a handful in comparison 
to the major oil companies up there, I have some serious concerns as to why the Major 
Oil Companies and the State seem to be so bound and determined to allow only big oil 
on the North Slope. Specifically, this is in reference to Lease #365537, Lea^c Date 
commencing on 11/30/85 for 10 years (this lease has a 16 2/3% Royalty to the State of 
Alaska).

Let me provide you with some of the specifics on the above mentioned lease.

At one time this lease was part of the Badami (Jnit, and at the State's request, put into a 
separate unit (the Rheingold Exploration Unit). Obviously the Badami Unit 
overshadowed the Rheingold Unit, and there was no reason to have two separate units. 
We arc still unclear as to why we were removed from the Badami Unit in the first place 
We were the only lease not owned by major companies excluded from the Badami Unit. 
Perhaps you can shed some light on this as well.

A year ago, we negotiated with British Petroleum in good faith and thought we had 
consummated a deal to sell them this lease. BP was not negotiating in good faith. They 
would discuss the agreement with us verbally and then when wc received the written 
agreement from them, it was not as previously discussed To put it concisely they 
negotiated in bad faith.

My reason for this statement is that I suspected that BP was at their State acreage limit 
while they were negotiating with us Wc then otTcrcd our lease to ARCO ARCO stated 
they were not interested in that area, but then, one month later, at the December 5, 1995 
lease sale #80, purchased the adjoining lease to ours* more than likely on BP's behalf



As our lease was about to expire, we realized that we would not have a deal, and would 
need to come up with another game plan.

Since that time we have been attempting to seek a lease extension from the Division of Oil 
and Gas. It became glaringly apparent that we were not going to be allowed to be part of 
any Unit Agreement.

During the last week of November 1995, we sent our annual lease payment check in the 
amount of $14,400.00 with our request for an extension of our lease which was to expire 
on November 30, 1995. The State subsequently cashed this check, but has vet to notify 
u s i L i i L f i i c L o u r l c a s c J i a s . b c c i L C i l c i i t k d .

Is it safe to assume that since your department cashed the check, the lease is in fact 
extended? If so, I would appreciate some verification of this extension.

At this time it would be in the best interest of the State to provide us with an extension on 
the lease so we can proceed with our plans.

Currently, the Division of Oil & Gas, the Governor's Office, and the Legislators arc going 
the extra mile to promote development on these fields in the North Slope and working 
directly with the Major Oil Companies. I think it would be very beneficial for the State 
to provide the same considerations and courtesies to the small independents that have been 
provided to the major oil companies. Earlier Commissioners have extended leases 
indefinitely with a discovery well on-site, and being that this particular lease has a discover 
well, I think wc should be given the same consideration. Eg., two leases previously 
extended were ADL #47466 for ARCO and ADL #455527 for ARCO/EXXON.

I am concerned that if you do not encourage independent investors on the North Slope the 
same negotiating ability on lease terms and conditions your are giving BP and ARCO. 
that you will never know the true quantities and value of oil.

The State has had a hand in creating a monopoly for the major oil companies on the North 
Slope and the people of Alaska should demand that there be some other types of 
mechanisms structured in so that individuals and independents have equal access to 
Alaska's resources, so vital for the long term economic development of Alaska and its 
people.

As a lifelong resident of Alaska, whose family has been involved with oil and gas leases 
for 3 generations, I expect equal consideration be given individuals and independents that 
has been granted to the major oil companies

If the Slate is to grant us a lease extension - there is nothing to lose, and it is a win-win 
situation I feel that wc could afford to pay a much higher royalty rate than what the 
major's say is to high Alaska has much lower royalty rates than any other country Our
lease has a 16 2/3% royalty to the Slate of Alaska



Oil and gas leasing in Alaska is open to all comers; individual, independents, and major oil 
companies. The State should respond to all lease owners in a consistent and fair manner 
and not favor just big oil in their decisions.

We feel our lease, ADL #365537 should be extended as we have previously requested and 
by this letter arc asking your assistance and action on this request.

Wc would appreciate your response on this within 5 days.

Please let me know if you need anything further.

I look forward to your immediate response in the above matter. Thank you for your 
consideration.

Sincerely, ^

Dan R. Gilbertson

CC: Petroleum News* Alaska
Anchorage Daily News 
Fairbanks Daily News Miner 
Legislative Information Office - All Legislators 
Bert Sharp - Chair of the Interior Delegation 
Charlie Cole 
Cliff Burglin 
Jack Sexton 
Jacquic Gilbertson
Ken Boyd, Director, Division of Oil & Gas
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< p b i c e  ) H.C. PRICE CO.

301 W. Northorn Lights B lvd. Sulto 300

Anchorage, Alaska 99503
(907) 278-4400 •  Fax (907) 278 3255

April 26 . 1996

A laska Stale Legislature 
State Capito l (M S  3100 )
Juneau. Alaska 99801-1182

Attn: Senator Loren Leman

Reference; SB  318

Subject: Northstar Development and A laska Jobs

Dear Senator Leman:

I en joyed visiting with you while in Juneau two weeks ago. Wc arc supporting the referenced b ill as 
good business fo r the State and. based upon personal meetings with representatives o f  HI*. good business 
fo r the Anchorage and Fairbanks areas.

Y ou  may not realize that H .C. Price C o. has been one o f  the largest employers o f  A laskan construction 
workers ove r the past twenty-two yean . W c have performed oxer fifteen m illion  man-hours o f  xxork 
since 1979 with Anchorage and Fairbanks dispatched craft employees. Most o f  those hours were on 
North S lope Projects (o ve r 5 0% ) and A lycska Projects (-10%). The balance xxcrc on job s  in and around 
Anchorage. Fairbanks, and the Kcnai Peninsula, including HP's Hurl State M odules in 1989 and 1990. 
and other North Slope modules in 1991 and 1992.

We arc currently proxiding BP with detailed costs and capabilities fo r A laskan module construction to 
once again provide module fabrication fo r the Northstar Prc j X I. B P  has been very positive regarding the 
use o f  Anchorage and Fairbanks resources to build the Northstar modules i f  the project goes ahead

I urge you to support the administration-sponsored legislation without modification to ensure early 
development, early employment and business opportunities, and early Stale revenue flows.

Iltank you fot your considerationo l this information

Very truly yours,

I I .C .  P R IC F  CO .

A 's l t r — ^

Wesley P. Nason
Vice President and (icncra l Manager

APR 2 9 19%

w rc  »t
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To :  S o n  L o r on  Leman
F r o m : B rad  Humo ls ino
P a g e s  ( including c o v e r ) :  1

Please find the following letter to BP. It was written in respone to the direct mailing they made 
reguarding Northstar.

This Is the kind of sweet deal Alaska can do without.

Thank you,

Brad

Time: 09:65:42 
Date: 04/19/96
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J a m e s  B .  H u m e l s i n e
2553 LaHonda Drive 

Anchorage, Alaska 99517  
Phone (907 ) 276 -7826

April 19. 1 9 96

John C . M organ President. A laska 
B P  Exp lo ra tion  (A la sk a ) Inc.
9 0 0  East Benson B lvd .
P .O . B ox  1 9 6 6 1 2  
Anchorage, A laska 9 9 5 1 9

Dear M r. M organ :

I am responding to lire direct m ailing  you sent me regarding the Northstar o i l fie ld .

As a strong supporter o f  the o i l industry in A laska, hut I am  very disappointed in B P  and ita’ 
hand ling o f  the Northstar a ffa ir. Y o u r  company purchased the fie ld  know ing fu ll w e ll, what the 
fo rm er owner had bid on tire tracts. Y o u  a lso  knew as the new owner w ou ld  be bound by the 
same ag reem ent Since this tract was awarded by the competitive bid process. It shou ld on ly  be 
changed through the some bid process

B P  must feel they much to gain from  this purchase and subsequent renegotiation, because in m y 
17  years in A laska 1 have never seen such a concerted e ffo rt from  an o i l company to reopen a 
con trac t In you r letter you ca ll this fie ld  "re la tive ly  am a ll" , however y ou r PR  e ffo rt ia re la tive ly  
large. Y o u  have spent a significant amount o f  money on advertising and other pub lic re lations 
e ffo rts re la ting on ly  to this fie ld . H isto rica lly  the themes o f  you r advertising and PR  campaigrw 
have been the "good neighbor" o r " lo o k  at wc do fo r you  M r/ M rs A laskan", recently you  have 
used increasingly m ore hard line themea such aa "W c are A laska's biggest tax payer". B u t never 
before thia have you said c a ll you 'egista lor and te ll them "don't tinker w ith this deal we 
negotiated with the G ove rno r" . I c lose ly  fo llow  the Ad campaigns o f  you rs and other companies.
I have witnessed you r increasingly aggrcaaivr themes, and I do not approve o f  them, p e riod  Th is 
another exam ple o f  the bu lly  attitude you r company ia pushing.

S o rry , M r M organ I am  too smart to fa ll fo r  such a p loy .

I f  Out contract were to  he successfu lly renegotiated, it W o u ld  set a precedent Out I am sure 
you  w ou ld  be happy to use m any times in the future. I th ink Out is W Tong fo r A laska, and 
shou ld be stopped now.
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‘ I haul: you  fo r taking the time to read m y response.

R e s p e c t fu lly ,

Brad Humeliine 

C C :
R e p . C y n th ia  T o o h c y  

Sen  Ijo tc n  L a n i n

G ov . T on y  Know les
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S e n a t o r  L o r e n  L e m a n  
S ta te  C a p i t o l,  R o o m  1 13 
Juneau, A K  9 9 8 0 1 - 1 1 8 2

R E : N o r th s ta r  L e a s e  T e rm s

D e a r  H o n o r a b le  L o re n  L e m a n ,

D o n a ld  W . In c c  
3 1 2 1  C ap s tan  D r . 
A n c h o ra g e , A K  9 9 5 1 6

A p r i l  2 2 , 1 9 9 6

I am  w r it in g  th is le t te r  to  v o ic e  m y  o p p o s it io n  to  c h a n g in g  the 
N o r th s ta r  le a s e  te rm s  as p ro p o s e d  b y  B r i t is h  P e t ro le u m  and 
O o v c r n o r  T o n y  K n o w le s . I h a v e  b een  f o l lo w in g  c lo s e ly  the 
d e v e lo p m e n ts  re g a rd in g  th e  K n o w lc s - B P  d e a l and  I am  c o n v in c e d  
th is  is a te r r ib le  d e a l f o r  A la s k a n s . I re ad  in  c o m p le te  d i s b e l ie f  the 
m a n n e r in  w h ic h  C o m m is s io n e r  o f  N a tu r a l R e s o u rc e s  J o h n  S h iv e ly  
has a n a ly z e d  th is  d e a l. H e  e s s e n t ia l ly  s a y s  wc s h o u ld  tru s t h is  
a n a ly s is  that th is  is  a g o o d  d e a l f o r  A la s k a . U n fo r tu n a te ly ,  
e x a m in a t io n  o f  th is  d e a l s im p ly  d o e s  n o t s u p p o r t  h is  s ta tem en t.

T h e re  a re  b a s ic a l ly  th re e  s c e n a r io s  put fo r th  f o r  a n a ly s is  as 
s u m m a r iz e d  in  th e  c h a rt  b e lc w .

Nortstar Oil Stats Earnings BP Pays Alaska 
( S / b a r r e l )

P r o d u c t i o n w / n e t
p r o f i t

w/o net 
p r o f i t

w / n e t
p r o f i t

w/o net 
p r o f i t

C aso  1=130 
m illio n

$ 4 4 4 MM $435 MM $3 42 $3 35

C ase  2=105 
m illio n

$312 MM $340 MM $2 97 $3 24

Caso 3=180 
m illion

$934 MM $639 MM $5 19 $3 55

In  C a s e  I ,  i f  B P  b e lie v e s  N o r th s ta r  w i l l  p ro d u c e  1 3 0  m i l l io n  b a r re ls  it 
is n o t c le a r  w h y  th e y  w o u ld  lo b b y  s o  v ig o r o u s ly  to  ch ang e  the le a s e  
te rm s . T h e  d i f fe r e n c e  th e y  m ust p a y  to  A la s k a  is o n ly  S 9  m i l l i o n  o r  
7 * / b a r r e l .  In  ca se  2 , w h e re  N o r th s ta r  p ro d u c e s  o n ly  1 0 5  m i l l i o n  
b a r re ls . B P  s h o u ld  n e g o t ia te  to  k e e p  th e  net p r o f i t  s h a r in g  p r o v is io n . 
T h e y  w o u ld  a c tu a l ly  p ay  $ 2 8  m i l l i o n  le s s  ( 2 7 c / b a r i e l  le s s )  th an  i f  n* 
p r o f i t s  w e re  re m o v e d . B P  o b v io u s ly  d o c s  n o t b e lie v e  N o r th s ta r  w i f  
p ro d u c e  o n ly  1 0 5  m i l l i o n  b a r re ls . S o ,  A la s k a n s  m ust a sk  w h y  B P  :
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spending so much time, money and e ffo rt to change these lease 
terms? The answer is clear when Case 3 is examined. They believe 
Northstar w ill produce significantly more o i l than 130 m illion 
barrels. It is not d iff icu lt to understand why B P  believes Northstar 
w ill become an over-ach iever considering the past forecasts fo r  other 
A laska o i l fie lds. Prudhoe Bay reserves have increased 3 5%  from  9 .6  
b il lion to 13 bil lion barrels, BP's Niakuk fie ld has increased 85%  from 
54 m illion to 100 m illion barrels since production began. L'P's
Endicott fie ld has increased 200%  from  3 0 0  m illion barrels »n 1987 to 
6 0 0  m il l ion  barrels today.

B P  is fighting hard to negotiate (his upside potential away from
Alaskans. I f  they succeed, B P  will earn a S 295  million profit as 
shown in Case 3 . I f  their negotiations fa il to remove the net profit 
sharing p rov is ion , they w ill pay $ 1 .64 /ba rre l more revenues to 
A laska. B P  has even resorted to intimidating A laskans by 
threatening not to develop Northstar unless wc give up ou r net pro fit 
share. When ou r Senate Resource Committee tried to modify the 
agreement BP's vice-president Eric Luttrc ll said, "B P  will not reopen 
the negotiations and cannot agree to the changes.* I would 
respectfu l ly  suggest that A laskans tell Mr. Luttrc ll and B P  that, 
‘ A laskans cannot agree to changing the Northstar lease terms
because we believe a deal is a deal and Northstar lease terms w il l not
be reopened fo r  negotiations.*

Some leg is la tors and other o f f ic ia ls  may believe this upside 
potential at Northstar is speculative and has no value. O b vLu s ly ,  B P
believes exactly the opposite. They are hopefu l A laska w ill change
the lease terms in return fo r  something like a few jobs . But look  
ca re fu l ly  at the proposal. B P  makes no binding agreement to 
construct modules in Alaska o r  hire A laskans. The f i f ty  permanent
jobs BP  estimates w il l be created by Northstar deve lopment w il l be 
needed regardless o f  what the lease terms are o r  who develops the
field. So, it is very difficu lt fo r  me to understand exactly what B P  is
o f fe r ing  A laska residents that is tangible in return fo r  us giving away
our net pro fit share o f  Northstar.

I urge you to do  the right thing and vote against changing Northstar 
lease terms.

Very  tru ly >ours,

Dona ld  W . Ince 
via fax
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D o n a l d  W .  Incc  
3 1 2 1  C ap s t a n  D r .  
A n c h o r a g e ,  A K  9 9 5 1 6

Apri l 6, 1996

S e n a t o r  L o r e n  L e m a n  
Sta te  C a p i t o l .  R o o m  113 
J u n e a u .  A K  9 9 8 0 1 - 1 1 8 2

RE:___ North s la r L tu ic _Xenns

D e a r  H o n o r a b l e  L o r e n  L e m a n .

I am w r i t i n g  th is l e t t e r  to v o i c e  m y  o p p o s i t i o n  t o  m o d i f y i n g  the
net p r o f i t  s h a r i ng  l ease  te rms f o r  N o r t h s t a r  o i l  f i e l d .  A s  a c i t i z en  o f
A l a s k a  and  c o - o w n e r  o f  N o r t h s t a r  o i l  a l o n g  w i th  a l l  o t h e r  A l a s k a
re s id en t s ,  I b e l i e v e  th is is a bad d e a l  f o r  s e v e r a l  r e a sons .

F i r s t ,  th is  d e a l  c i r c u m v e n t s  the c o m p e t i t i v e  l ease  s a le  bid
p r o c e s s  and  e s t a b l i s h e s  a d a n g e r o u s  p r e c e d e n t .  I f  B r i t i s h  P e t r o l e u m
can  r e - n c g o t i a t e  l e a s e  te rms  a w a r d e d  in a c o m p e t i t i v e  hid  s a l e  w h y  
can' t  a n y  o t h e r  o i l .  t im be r  and  m i n e r a l  l e a s e  h o l d e r  d o  the s a m e ?
M o d i f y i n g  N o r t h s t a r  l e a s e  t e rm s  s e n d s  a m e s s a g e  t o  c o r p o r a t i o n s
that w h en  t h e y  f o rm u l a t e  a l e a s e  b id  it d o e sn ' t  ma t te r  wha t  th ey
p r o m i s e  to p a y  A l a s k a n s  f o r  o u r  r e s o u r c e s .  A c t u a l  t e rm s  can  be r e ­
n e g o t i a t e d  at  a l a t e r  da te o n c e  t h e y ' v e  b e en  aw a r d e d  l e a s e s  ba sed  on
c o m m i tm e n t s  t h e y  m igh t  n e v e r  p l a n  t o  k t c p .

N e x t ,  o i l  f i e l d s  o n  the N o r t h  S l o p e  and  e l s ew h e r e  in the w o r l d
ha ve  a d o c u m e n t e d  h i s t o r y  i f  b e c o m i n g  m u c h  l a r g e r  than  o r i g i n a l  
e s t im a t e s  o n c e  d e v e l o p m e n t  b e g i n s 1. T h e  r e m a r k a b l e  g r ow th  o f  
e s t im a t e d  r e s e r v e s  at P r u d h o e  B a y  is h i g h l y  p u b l i c i z e d  by  the o i l
i n d u s t r y .  P o i n t  M c I n t y r e  f i e l d  w a s  o r i g i n a l l y  e s t im a ted  t o  be ab ou t
1 0 0  m i l l i o n  b a r r e l s  when  f i r s t  d i s c o v e r e d .  I t is n o w  e s t im a ted  t o  be
n e a r l y  4 0 0  m i l l i o n  b a r r e l s  in s i ze .  B P ' s  N ' ia kuk  f i e l d  wa s  f i r s t
e s t im a t e d  to be a b o u t  5 0  m i l l i o n  b a r r e l s  an d  is n o w  e s t im a ted  to
c o n t a i n  a p p r o x im a t e l y  1 0 0  m i l l i o n  b a r r e l s .  It is v e r y  l i k e l y  BP ' s  
i n i t i a l  e s t im a te  o f  1 3 0  m i l l i o n  b a r r e l s  at  N o r t h s t a r  is s im i l a r l y  t o o  
l ow .  It is a l s o  v e r y  l i k e l y  A l a s k a n s  w i l l  l o s e  h u nd r e d s  o f  m i l l i o n s  o f
d o l l a r s  in r e v e n u e s  i f  we ag r ee  to  c h ang e  the t e rm s  as p r o p o s e d  by
B P .  It is c l e a r  B P  is a t tempt ing  t o  nego t i a t e  aw a y  the net p r o f i t
s h a r i n g  p r o v i s i o n  b e f o r e  d e v e l o p m e n t  b e g i n s  an d  the t rue  s i ze  o f  
N o r t h s t a r  is r e v e a l e d .  A n y  m o d i f i c a t i o n  o f  l e a s e  t e rm s  to  p r o l o n g  
f i e l d  l i f e  s h o u l d  o c c u r  o n l y  a f t e r  d e v e l o p m e n t  b e g i n s  and the am o u n t  
o f  o i l  at N o r t h s t a r  is be t te r  k n ow n .
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A l s o ,  B P  k n e w  p r e c i s e l y  w h a t  t h e  N o r t h s t a r  l e a s e  t e r m s  w e r e  

w h e n  t h e y  b o u g h t  t h e m .  It s i m p l y  m a k e s  n o  s e n s e  t h a t  a  c o m p a n y
w o u l d  s p e n d  m o n e y  o n  l e a s e s  t h e y  b e l i e v e  h a v e  n o  v a l u e  a n d  t h e  o i l

is  n o t  e c o n o m i c  t o  d e v e l o p .  E i t h e r  B P  is v e r y  d u m b  f o r  b u y i n g  t h e s e

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

W c  s h o u l d  n o t  be  s w a y e d  o r  c o n c e r n e d  b y  B P ' s  t h r e a t s  n o t  t o

d e v e l o p  N o r t h s t a r .  I f  B P  r e f u s e s  t o  d e v e l o p  N o r t h s t a r .  A l a s k a n s  c a n  

c a n c e l  t h e  l e a s e s  a n d  r e - i s s u e  t h e m  f o r  c o m p e t i t i v e  b i d s .  B P  h a s  
a l r e a d y  p u b l i c i z e d  t h e  i n i t i a l  s i z e ,  d e v e l o p m e n t  p l a n  a n d  p o t e n t i a l

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

t h a n  t h e  c u r r e n t  d e a l  p r o p o s e d  b y  B P .  I f  N o r t h s t a r  l e a s e s  a r c  re-

o f f e r e d .  a l l  o i l  c o m p a n i e s ,  i n c l u d i n g  B P .  w i l l  b e  f r e e  t o  o f f e r  A l a s k a n s  

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

h o l d  o u r  N o r t h s t a r  o i l  h o s t a g e  w h i l e  r e q u e s t i n g  A l a s k a n s  r a n s o m  o u r  
o i l  b a c k  f r o m  t h e m  in  r e t u r n  f o r  m o r e  p r o f i t a b l e  l e a s e  t e r m s  is 

u n a c c e p t a b l e .

F i n a l l y ,  ( h e  r e c e n t  r e v e l a t i o n  t h a t  B P  m i g h t  r e q u e s t  s e c r e t

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

o u r  n e t  p r o f i t  s h a r e  o f  N o r t h s t a r  i s  l u d i c r o u s .  I f  B P  i s  u n a b l e  t o
c o n v i n c e  A l a s k a n s  in a n  o p e n ,  p u b l i c  m a n n e r  w h y  t h i s  is  a  g o o d  d e a l

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

n e g o t i a t e .  A l a s k a n s  w i l l  n o t  a c c e p t  (he  o l d  ' t r u s t  u s  . . .  i t ' s  g o o d *

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

b a s e d  o n  t h e  m e r i t s  o f  p u b l i c  a n d  n o t  s e c r e t  d a t a .  I f  B P  d e c i d e s  n o t  

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

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

t h e  p r e c e d e n t .  C o m p a n i e s  c o u l d  p r o m i s e  A l a s k a n s  a n y t h i n g  d u r i n g  a

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

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

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

t o  d e v e l o p  s m a l l e r  a n d  m a r g i n a l l y  e c o n o m i c  o i l  f i e l d s  i n  A l a s k a .  T h i s  
m a k e s  g o o d  s e n s e  f o r  b o t h  A l a s k a  a n d  o i l  c o m p a n i e s  w h o  c h o o s e  to
c o n d u c t  b u s i n e s s  h e r e .  H o w e v e r .  I J o  n o t  b e l i e f s  r e - n e g o t i a t i n g

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

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

f o r  A l a s k a ' s  N o r t h s t a r  o i l  f i e l d .

V e r y  t r u l y  y o u r s .

D o n a l d  W ,  I n c e

v i a  e l e c t r o n i c  c o m m u n i c a t i o n
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Re f e r e n c e : .

( 1 )  T i t l e :  A D V A N C E S  IN  O I L  A N D  G A S  R E S E R V O I R  A P P R A I S A L  
A u t h o r  S P E N C E R  J A
Sou rc e :  E N E R G Y  E X P L O R  E X P L O I T  V  8 ,  N O  6 .  P P  3 9 3 - 4 0 2 ,  1 9 9 0  
P u b l i c a t i o n  Y e a r :  1 9 9 0
I S S N :  0 1 4 4 - 5 9 8 7

Ab s t r a c t :  S i g n i f i c a n t  v a r i a t i o n  in r e s e r v e s  d u r i n g  the l i f e  o f  a f i e ld ,  
f r o m  i n i t i a l  d i s c o v e r y  t h r o u g h  p r o d u c t i o n  a n d  d e c l i n e  to  
a b a n d o n m en t ,  has l o n g  been  r e c o g n i z e d  as a f a c t  o f  l i f e  in the o i l  
i n d u s t r y .  A s  a f u n d a m e n t a l  a s se t  o f  an o i l  c o m p a n y ,  th e re  is a g l o b a l  
d e s i r e  t o  l im i t  i n a c c u r a c i e s  a n d  p r e s e n t  n o t  o n l y  a c o n s i s t e n t ,  but a l s o  
an a c cu r a t e  v i ew  o f  r e se r v e s .  D i s c u s s e d  a rc  the s t age s  o f  a f i e ld 's  
d e v e l o p m e n t  a n d  h o w  th e se  r e l a t e  to  r e s e r v e s  g r ow t h  a n d  d e c l i n e .  
T h e  im p o s s i b i l i t y  o f  e x a c t  p r e d i c t i o n  f r o m  an i n a c cu r a t e  s c i e n c e  in a 
c h a n g i n g  w o r l d  is a c k n o w l e d g e d .  S t a t i s t i c a l  i n f o rm a t i o n  is a n a l y z e d  
t o  i l l u s t r a t e  h i s t o r i c a l  m o v e m e n t  a n d  t r e n d s  in  r e s e r v e s .  T h e  
a p p l i c a t i o n  and  e f f e c t  o f  r e c en t  a d v a n c e s  in the t e c h n iq u e s  used  in 
r e s e r v o i r  a p p r a i s a l  an d  r e s e r v e s  e s t im a t i o n  is r e v i e w e d .
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April 25, 1996

Kathleen M. Ladner 
3420 Telstar Circle 
Anchorage, Alaska 99517

Senator Loren Leman 
Alaska State Legislature 
State Capitol (MS3100)
Juneau, Alaska 99801-1182

Dear Senator Leman:

Considering the state of our economy, any reasonable option we have to improve it 
should be closely examined. Such an option is Senate Bill 318. Without this bill, 
Northstar will not be developed. This field means 500 direct jobs in Alaska during the 
peak of construction, 50 direct, permanent jobs in Alaska throughout the project's life 
and about $250 million in rew capital spending for the slate. All are much needed to 
ensure an increase and maintain stability in Alaska's economy.

If we fail to pass Senate Bill 318, the message to the oil industry will be clear. Alaska Is 
not interested in reasonable development. A statement I am sure you will disagree 
with. BP has committed to the development and is ready for action the day after the 
lease amendment is approved. They have a proven record of success in resource 
development in Alaska and, more importantly, have committed themselves to Alaska 
hire, both on their own and through contractors.

You must vote yes on Senate Bill 318. Alaska's people depend on you for their future 
and the future of the entire state. Thank you.

Kathleen M. Ladner 
Concerned Citizen
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Lauesen  and C om pany • Anchorage • A laska
721 Breakwater Circle * 99515-3633 * (907) 34 5 4060  • (907) 3*15-4544 (fax)* email 73244.3726'compmcrvc.com

Thursday, April 4, 1996 
(H on.) Senator Loren  Lehm an 
Alaska Stato Sonata  
Juneau. Alaska 99811

Via Fa x

RE: BP Proposal: Big Pipper QiL gratitude tc.vou.and Senator Taylor

I note In todays paper (AD N : 4.4.96: B1: S E N A T E  P A N E L  C O N S I D E R S  BP  
P R O P O S A L )  that B P  spokesm an Luttrell em phasized that the fundamental difference 
betw een the net profit sha ie  arrangem ent in V enezuela  and Alaska is the profitability 
of the field. Th is  Is prlm a fa cie  baloney! Th e re  are a myriad of other d ifferences built 
into the V enezuela  deal Including foreign exchange benefits and equity in the  project 
which g ives a reduction of the net to the venture by allowing profit-taking by a J V  
holding com pany...I am attempting to get m ore details via tha internet and will pass 
them on to you.

You and Senator Tavlor are absolutely right to question this deal . Think of Alaska a s  
an Oil Com pany. Lo t’s  call It “Big Dipper Oil*. Think of ea ch  Alaskan as a shareholder 
In that Com pany. Now think of yourself a s a m em ber of the Board oi D irectors of Big 
Dipper. Now consider the fiduciary responsibility of that Board A N D  the C E O  
(G overnor) to ensure profit maximization. In this context, then I m ust ask the following: 
W hy In the hell are w e not requesting Sta tem ents of Interest from every potential 
developm ent partner In the W orld? W hy are w e giving the Fran ch ise  for our State's 
Future to the Big Oil Trium virate w hen there is a world virtual a lliances and 
partnerships available out there. W hy d o n t we buy back the  I lease if we prospect 
a better deal? W hy don't w e start acting with som e ca jo n e s  w hen these  com p an ies  sit 
down at the taW e-thls is O U R  future at play!

Senator, I am a lifelong Alaskan, a lifelong Dem ocrat, and a (form er) supporter of the 
Governor, but as far as I can  tell, you and Senator Taylor are the only o n os  In 
leadership who are asking the right questions. Thank  you for exercising your fiduciary 
duties In this m onum entally important issue.

P lease p a ss  this along to Sena tor Taylor with m y gratitude...
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Oilfield Sorvlco Co.

April 26, 1996

Senator Loren Leman 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau. Alaska 99801-1182

Dear Senator Leman,

I want to ask you for your support of Senate Bill 318.

The continuing decline of oil production in Prudhoe Bay only means that we as a state must 
find smaller oilfields to develop to keep our economy strong. Northstar can and should be 
developed soon.

BP has made a commitment to the state with the Northstar package. BP has committed to 
use local hire and stimulate a new local job market with module construction occurring in tho 
state. In addition, royalties to the state could be the highest of any Alaskan oilfield produced to 
date.

As a concerned Alaskan and as a professional in an industry that is the biggest financial 
contributor to state government, I urge you and your colleagues to support Northstar.

In addition, your efforts to reduce the operating budget should be commended, but your 
reluctance to tackle the taxes supported by most Alaskans (Cigarette & Alcohol) and raise fuel 
taxes to national levels leave me questioning your ability to make the hard decisions. Also, 
you have not proposed any long range financial plan that deals with the constitutional budget 
reserve, the ever-increasing budget deficit, nor the "Alaskan Give Away Program", the 
Permanent Fund, that continues to escalate and pay transient residents and future additions to 
our population from our accumulated state wealth. Having been appointed and spent 
numerous hours on the aforemeniioned budget problems. I find it inexcusable that our 
Legislature does not resolve to plan against Alaska's fiscal ctisis.

APR 2 9 1996

Sincerely.

Michael R. O ’Connor 
President

7 1 Montagna 
A chorage, Alaska 99507 
v907) 337-6536

G enera l 0»tc«» • 25 25  C  Stroo t. Suito 201 • Ancfiorao®. A laska 9 9 5 0 3  • 9 0 7  2 6 3 -7 0 0 0
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April 15, 1996

Senator Loren Leman 
Room  113 
State Capitol
Juneau, Alaska 99801 -1182  

Dear Senator Leman,

The Alaska Legislature is currently in the process o f  making a decision on 
the Northst ir offshore oil field, located six miles north o f  Prudhoe Bay. 
According to BP Exploration (A laska) Inc. officials, Northstar will yield 
about $500 million in new government revenues and another $500 million 
in direct spending in Alaska over the life o f  the project.

As a lifelong Alaskan and businessman, I can clearly see the benefits o f  this 
project. I consistently embrace and support projects that offer the 
opportunity to be a "win" for all parties. Northstar represents a creative — 
and mutually beneficial — approach to developing a field with marginal 
econom ics because o f the 89-perccnt net profits requirements.

On the other hand, I recognize that in your position as a legislator, this may 
be a challenging decision. Northstar will break new ground for our 
traditional oil and gas policies. In any event, as I understand it, we are 
exchanging long-term risk for the short-term certainty o f  a 20-percent base 
royalty and the potential o f  another 7.5-percent supplemental royalty 
While some will view this strategy as a "trade-off," from my perspective it 
is a symbol o f  a true partnering relationship between industry and the state.

P 0  Bor M9 • Soword. Alotka 996M fa* MM  2W-3937

A H A R B O R  E N T E R PR IS E S  CO M PA N Y



In addition, BP says that Northstar will directly create 500  construction jobs  
and 50 permanent jobs, as well as generate hundreds o f  indirect jobs. In my 
opinion, this is a substantial and significant step forward in positioning 
Alaska as an attractive state in which to conduct business.

At the present, I view the Alaska economy as being reasonably stable.
While we are not experiencing dynamic growth, I have no overriding 
anxieties that we are facing a down cycle. I f  we arc to maintain economic 
stability, I encourage the Legislature to continue to support the private 
sector in Alaska, which ultimately benefits all Alaskans. Accordingly, this 
letter is to respectfully request your support o f  the Northstar agreement as 
negotiated between BP and the Alaska Department o f  Natural Resources. 
Again, and for the record, I am squarely behind Northstar!

I appreciate your taking the time to consider my views.

Sincerely,

Dale R. Lindsey
President/Chief Executive O fficer

PETRO MARINE SEF.VICI5



Senator Loren Leman, Chairman 
Senate Resources Committee 
Fax 907-466-3810

In exchange for Northstar, plcano consldor roqulrlng BP to  renogotlato tholr 
unitization agreement fo r Prudhoe Bay gas. Wo can't soli our gas and build 
a gas pipeline until the m ajor owners all agree to a gas salo. The sale of 
gas has a w ild ly different Impact on their respective financial statements. 
They can't agree becauso tho present unitization agrooment was driven by 
oil econom ics. A new unitization agreoment fo r tho gas w ould establish 
some com m onality among tho ownors. It is the most Im portant condition 
precedent fo r building the gas line.

Our petroleum resources are constitutionally owned by all the people o f 
Alaska. We deserve to have hearings in our comm unities. This Is not an 
Issue that should be confounded in the rush to a sine die adjournment. 
However, you can put In to place a mechanism to accom plish Northstar 
and the re-unltizatlon o f the gas In the next legislative session while giving 
the public time to absorb the Issues.

Your proposed royalty rollback fo r heavy oil Is good levorage to  get ARCO 
(West Sak) to  agree to reunitize.

I would also urge you to conrider dropping the litigation against EXXON in 
exchango fo r tholr agreement to renegotiate a unitization agreement fo r tho 
gas. Circumstances aro in alignment for us to accom plish a wln-win fo r 
overybody. With BP, EXXON and ARCO In harmony with us, we will sell our 
gas and get the gas pipeline built.

This messago Is too lengthy to be sent as a POM. I'd appreciate It If you 
w ould distribute th is to other Senate and House members.

Respectfully.

April 24,1996

Marco A. Plgnalbert 
4222 Pinnacle Clrclo 
Anchorage, Alaska 99504 
907-338-2924

10 3 DVd ONimSNOO W/THd U lZ U Z L O l  9 6 6 l/ f 3 / P 0
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PUGET SOUND PIPE AND SUPPLY CO.

TLX: 881700 FAX: (907| 31A6430 APR 1 0 199b

April 6, 1996

Senator Loren Leman 
Alaska State Legislature 
State Capitol (MS3100)
Juneau, Alaska 99801-1182

Subject Nortlistar NPSL Leases

Dear Senator,

I am writing this letter to you requesting your support for the request made hy BP 
Exploration to remove the net prolit terms from the Northstar Unit's five slate leases 
Removal of net profit terms from these leases is essential for Northstar to be a competitive 
investment BP cannot develop Northstar if the current net profit terms remain in place

I have been an Alaska resident since 1966. when 1 moved to Kcnai. Alaska to support the 
Cook Inlet oil boom I started Puget Sound Pipe in Anchorage, Alaska in March of 198*1 
to support Alaska's needs for pipe, valves and fittings The oil industry currently 
represents 90 percent of my Alaska sales dollars I have 16 full time sales and warehouse 
people in my Anchorage operation, all of which arc Alaska residents Our Alaska sales in 
1995 were 13 million dollars This was an increase of 35 percent over 1994 sales This 
increase was due largely to the purchases made by BP Exploration for the expansion of 
the Milne Point Prodution facilities My direct sales to BP Exploration were up 23 
percent, plus my contractor sales of ov»r S4 million dollars for piping material for the 
Milne Project In 1995 BP Explornt .. represented over 50 percent of my total sales 
Myself tin J my 16 employees ail need for BP to develop the Northstar field We depend 
on the continued development of small fields for our jobs here in Alaska

There has been some question as to BP Exploration's plans tcgarding the purchase of 
material outside of the stale of Alaska, for MRO needs as well as project requirements 
Since this question was presented by several vendors, BP Alaska Exploration agreed to 
meet with all concerned Alaska Vendors I have attended sevcnl of these meetings and 
was very pleased to hear from BP contract managers that they plan to keep their materials 
purchases here in Alaska In fact they have commitcd to increase Alaska spending by 
purchasing goods in Alaska that have in the past been purchased in the lower *18 states I 
have every reason to believe this will be the case based on purchasing history for the Mdnc 
Point Project

D ISTR IBUTO RS OF P IPE , VALVES AND FITT INGS



The recent agreement between BP and the State on Nortlistar is an important milestone 
for Alaska and the oil industry. It not oniy oilers jobs and long-term economic benefits, 
but also marks the beginning of a dynamic, Statc-Industiy Partnership Under this 
agreement, the State would collect at least $430 million in royalties and taxes during 
Northstars 15-ycnr life, including $37 million in supplemental royalties About 500 
construction and 50 permanent jobs would be created Production modules would be 
fabricated in Alaska, significantly upgrading and expanding that industry, which has 
already produced about 100 modules for tnc North Slope

The NPSL Leases were a product of the 1970's, when some believed oil pi ices would soar 
to S100 per barrel In the ficiccly competitive 1990's these assumptions must be te- 
cxamincd I am a materials supplier to BP Exploration, but also a longtime Alaskan For 
the benefit of all Alaskans, I urge the Legislature to pass legislation allowing Northstar to 
move forward

Jerry' Hendriks 
Vice President
Alaska Operations
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April 17, 1996

Honorable Loren Leman 
Alaska State Senate 
State Capitol
Juneau, Alaska 99801*1182 

Dear Senator Leman:

I'm writing to express my concern that nothing much seems to be going on with 
respect to the development of the Northstar oil field.

I understand that any business arrangement that concerns hundreds of millions of 
dollars, as this one does, requires intelligent deliberation. What I do not 
understand is that this legislature —  comprising as it does a majority of lawmakers 
who, purportedly, arc aware of the priorities and needs of the state's major 
industry —  should in effect sit on its hands while a major source of jobs and state 
revenues is frittered away.

Acquaintances have explained away the Republicans' lack of zeal as sour grapes 
that stem from the fact that, so the story goes, the governor got there first. It's an 
entertaining explanation, but I simply can't apply it to serious legislators such as 
yourself.

If in fact there is serious deliberation going on and the pluses and minuses are 
being added and subtracted, can you let us in on what's going on? Northstar 
sounds, in short, like a good deal for everybody concerned. Can we get it passed 
this session?

I look forward to your reply.

Harold Pierce
2535 Discovery Court
Anchorage, Alaska 99517
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Aprt 12. 1906

Sortotor Loren Leman, Chair 
Soaato Resource* Committee 
Rin. 113, Capitol 
Junoau.AK 99801*1182

Dear Senator Leman and Members of the Committoo:

*n>o Resource Development Cotindl (R D C ) supports the recently* 
negotiated aQroomont nog arcing the Northstar c l  field in the Beaufort Sea. 
Tho economic incentives provided by the bfli transmitted to the Legfetafure 
to authorize, approve and ratify the amendment of the Northstar Unit cJ  and
K i leases wiiT enable BP Exploration (Alaska) to move ahead and Invest in 

technology to dovelop the field.

R D C  finds the Northstar pact a refreshing and promising development in 
this era of budget cutting and decMrdng state revenues. Development of 
Northstar wil Qonorato hundreds of mifions of new dollars into the stato 
troasury from royalties and taxes and create hundreds of good new Jobe. 
Those jobs wifi go to Alaskans, as w J  the contracts to build oil field 
modules, similar to tho largo soaift-sized modules that In the past were 
assembled in the Low or 48. All of this activity wifi gonorate new economic 
growth throughout the privalo soctor.

With the expansion of infrastructure, other known oil fields and prospoct* In 
the aroa wui bocome more attractive, so It Is probable the su ccess of 
Northstar will load to addftonaJ development opportunities that might not 
otherwise occur.

With only weeks remaining In this legislative session. R D C  appreciates 
your oonvndloo taking tha time and the appropriate steps to consider and, 
nopofully, support the Northstar proposal. Thank you for your efforts to 
amend tho Northstar leases to promote moro Immodato development, create 
Jobs for AJaskan? and revenue for tho Stato.

Slncoroly,

R E S O U R C E  D EV ELO P M EN T COA 
for Alaska. Inc.

recutivo Director

c c  House Speaker GaU Phillips 
R D C  Board of Directors

* *  TQTPL PAGE.001 * *
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To: Senator Loren Leman, Chairman, and members of the Resources 
Committee. April 9, 1996

From: Jack Roderick - 162C Hidden Lone, Anchorage, 99501 
(907)272-0089 

Re: SB 310 - Northstar net profits 
Beaufort Sea leases.

As state deputy commissioner of natural resources In 1977,1 drafted the 
oil and gas leasing amendment (which Included net profit leasing) used in 
the December 1979 Joint federal -state Beaufort Sea lease sale. I am now 
testifying as a private citizen

Sixteen oil companies bid net profits in December 1979 on state Tracts 
46 and 47, now at the center of the Northstar oil field. (All state tracts 
carried a fixed 20 percent royalty, plus a fixed bonus payment.)

Union Oil of California offered 32 percent net profits to the 3tate on 
Tracts 46 and 47. Shell and Murphy Oil bid 56 percent. Conoco, Placid (Hunt), 
Cities Services, Oetty, OulfOll, and Texas Gulf bid 61 and 71 percent.
Texaco and Texas Eastern Exploration Co. bid about 00 percent on each tract. 
Amoco, bidding alone, offered 71 and 02 percent. Amerada Hess, the high 
bidder for Tracts 46 and 47, bid 93 and 91 percent, respectively.

Texas Eastern Exploration Co. bid on two other net profits Northstar 
tracts with winning net profits bids of about 05 percent. Prior to assigning 
tnese two Northstar leases to Amerada Hess in 1991, Texas Eastern and 
Shell drilled several wells. Their Seal Island No. 3 well ('capable of 
producing oil In paying quantities)" extended the leases under a unit 
agreement.

In 1995, BP made the business decision to buy Amerada Hess' and Shell's 
Interest In Northstar for an undisclosed price and against unnamed 
competitors. BP fell it could convince the 6overnor to abolish net profit 
provisions In Northstar leases and re-negotlate the lease terms. It was a 
business decision that DP now wishes to justify.

Under net profits leasing, government has access to financial data not 
usually available to It. Sometimes more difficult to administer than bonus 
and royalty bid leases, net profit operations greatly circumscribes the 
operator's immediate net income

In exploration, a company prefers to lake mo3t of the risk so If a 
discovery is made immediate income (compared to net profits) is received 
by It. The risk inherent in exploring for commercial amounts of oil Is very 
high, so large rewards should be given. This makes good busine-s sense for 
both the operator and the state.
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SB 318 
Roderick - 2

However, Northstar la not an exploration prospect. It Is a development 
project. Northstar is a discovered oil field. It Is at least partially developed. 
Five wells at Northstar are capable of producing oil. DP estimates that at 
least 130 million barrels of oil can be produced from the field. (It 1s a 
known geologic structure (K6S) and, as such, any leasing of It must be by 
competitive bid.)

Being a development and not on exploration project, the Ideal way for 
Northstar to be developed In the state’s view Is by net profits. Using net 
profit bidding on a partially discovered oil field was one of the situations 
the legislature contemplated when, In 1970-1979, it passed the leasing 
amendment that included net profits.

Under net profits leasing, the landowner (state) willingly postpones Its 
Income until the operator recovers his costs. The operator thus has the 
Incentive to increase his development and operating costs, thereby 
lessening the landowner's (state's) net profit share. This so-called “gold- 
plating* - the operator’s Incentive to Increase costs when applied to a 
known oil field like Northstar works very much In the landowner s favor.

Northstar will have the first ever Beaufort Sea sub-sea pipeline. It will 
nave the first ever production from a natural Arctic island. The state should 
welcome the Idea of an operator having the incentive to spend more money 
developing and operating such a Beaufort Sea oil field. The project needs to 
be done right. Spending a few more dollars to do It right benefits everyone. 
Even contractors such as Veco and Arctic Slope - and even labor unions 
will do better under net profits than under straight royalty leases. BP has 
already sweetened the proposed deal with an offer of a "supplemental 
royalty* If and when oil prices rise, and it says it plans to already pay In­
state contractors more to manufacture Northstar modules in Alaska More 
such 'In-sourcing' could be expected under a net profits operation.

An example of how net profits works for government can be seen at the 
Wilmington oil field offshore the City of Long Beach, California. When this 
giant oil field was discovered some three decades ago, five oil companies 
(THUM5) bid more than 90 percent net profits to develope and operate It.
The City of Long Beach ana the State of California (and some 6,000 uplands 
owners) have for more than thirty years been sharing net profit Income from 
the field no premature proouction shut-down nas happened at Long Beach 
Arco now owns the field, which 1s still producing more than 40,000 barrels 
of oil a day, and the field Is expected to continue producing for another 10 
to 15 years
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SB 318 
Roderick - 3

BP claims It won't develope Northstar unless all net profits Is dropped. I 
think that If the legislature turns this deal down, BP would cither re-think 
Its decision not to proceed or find a successor to develope the field. I don't 
believe that BP would totally abandon Its already substantial investment In 
Northstar. it has already reduced Amerada Hess' and Shell's original 
estimate of the cost of developing Northstar by two-thirds. Any successor 
would be able to take advantage of these cost reductions. I believe another 
compeny or group of companies could develope 130 million barrels of North 
Slope oil ana make a profit.

ine proposed BP-state agreement Is sometimes presented as an all-or- 
nothing deal. Either BP developed the field or no one will. Amorewln-wln 
scenario might be for BP to produce the field under net profits for two 
years, and then go back to the commissioner ana seek a reduction In Its 
royalty. This scenario is already possible under existing law.

The argument is sometimes rnaae mat if the BP-state deal is approved by 
the legislature other companies, especially those with Beaufort Sea net 
profit leases, will also expect to re-negotiate their lease terms. As a 
practical matter, I don't think many operators will so seek to trouble 
themselves and the Governor and the legislature, but If more Northstars are 
developed - and there will undoubtedly be <orne In the Beaufort - more re­
negotiated lease deals can be expected. Likewise, bidders in future 
competitive lease sales could feel that their opening bids were only the 
first round in future negotiations with state officials And any substantial 
future change in oil markets might find leaseholders seeking to re-negotlate 
lease terms.

If the BP-slatc proposed deal is turned down by the legislature and OP 
falls to proceed al Northstar and Its leases are returned to the state, 
competitive re-blddlng of these tracts will reveal the leases’ true worth. If 
Northstar is developed under net profits - cither by BP or someone else - 
the slate will then know what the oil Is truly worth.
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SB 316 
Roderick - 4

DP says H a m ain o b je c t io n  to net p ro f i t s  la  tha t It  w ou ld  fo rc e  BP to  
p rem a tu re ly  shu t down the N o rth s ta r f ie ld  once the s ta te 's  net p ro f i t  share 
k lc k cd - ln . R a th e r ih*n  produce o i l s t i l l  n e ttin g  I t  5 0  cen ts  a b a r re l ( a f t e r  a l l 
I t s  c o s ts ) , BP say3  It  w ou ld  shut the f ie ld  down. I t  s a y s  It doesn't w ant to  
be In o p o s it io n  to  p rem a tu re ly  shu t-dow n an o i l f ie ld , because such an act 
w ou ld  hu rt BP 's w o rldw id e  repu ta tion .

I don't b e lie v e  BP w ou ld  shu t- In ^ f ie ld  s t i l l  making a net p ro fi t . I think 
it  w ou ld  f i r s t  fin d  a su cce sso r (perhaps c a rry in g  le s s  overhead  than BP'9> 30 
th a t p roduction  w ou ld  be a llow ed  to  continue. BP w ou ld  ra th e r own the North 
S lop e  o i l than g ive It  to a com pe tito r. (A rco  m ust be m aking some p ro f i t  a t 
Long Beach; a t  le a s t  I t  ow ns the o i l being produced.)

In any event, Alaska's state government would take an Interest In any 
proposed premature shut-down of Northstar. If the fie ld  were s t i l l  capable 
of producing a p ro fit for the state, It would see to It that its  natural 
resources were not being 'wasted*.

-0-
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ALASKA’S S T F F L  SOURCE. F a x  T ra n sm itta l

3243 Commercial Drive — Anchorage, AK. 99501 — 907-278*5 7 73 — Fax 907-274-2646 
2132 Railroad Ave. ~ Anchorage, AK. — 907-276-4303 ~ Fax 907-276-3448

Please deliver the following pages to:

Nome: Loren Leman No. of pages:
Company: Senator From: Richard Faulkner

Date: 26 APR 96
Fax: 907-465-3810

Reference: North Star Oil Field

Comments:

I ’m writing in support of BP Exploration’s agreement with Governor Knowles to open the 
North Star Oil Field and to express our full support here at STEELFAB.

STEELFAB is the largest steel supplier/fabricator in the state and employees approximately 
forty people, year round. All of our employees work, live and arc raising their fhmilics here in 
Alaska.

STEELFAB believes that the opening of the North Star Oil Field would be very beneficial to 
our economy in Alaska and should be viewed as very positive opportunity for the private 
sector to continue business.

I ’ll reiterate, STEELFAB and our families support BP Exploration in opening the North Star 
Oil Field.

Sincerely,

Richard Faulkner 
President



G e n e r a l  T e a m s t e r s  L o c a l  9 5 9  S t a t e  o f  A l a s k a
A l l , h t l » a  I h t  O ' O t l ' H h o e J  f i l

*»xio*«i»ACf iW)»t or«Mr> i  h(*cd !» '»!«.

Senator Rick Halford
Senator Steve Frank
Co-Chairs, Senate Finance Committee
Alaska State Senate
Juneau, AK 99801

Dear Co-Chairmen:

As you arc aware, I have previously corresponded with both the 
House and Senate Resource Committees expressing my concern with 
regard to the Administration’s proposal on the North Star Leases.

After extensive conversations with officials of British Petroleum, its 
proposed subcontractors and members of the Administration, I am 
convinced the concerns raised in my previous correspondence have 
been eliminated and I now can strongly support the North Star 
proposal as it is embodied in the World Trade and State/Federal 
Relations committee substitute for House B ill 548.

My union along with several others have reached accord with 
subcontractors on this project to utilize our Alaskan hiring halls thus 
assuring a higher degree of residential hire than otherwise could 
have been expected absent such an agreement.

Because of the record established by Chairman Barnes during the 
World Trade Committee hearing conducted on April 29, 1996, I 
believe the legislation before you w ill pass constitutional muster.
The review process established in the committee's substitute for HB 
548 w ill keep this project under such a fine microscope that no 
prudent company wishing to continue to do business in this state 
dare violate it ’s spirit and intent.

May 3. 1996 W o 3 1996

Most importantly, BP's public commitment to utilize on-site 
production and processing modules and its further commitment to



Senator Rick Halford 
Senator Steve Frank 
May 3. 1996 
Page 2

fabricate those modules within Alaska is an exciting development as 
other opportunities for future oil and gas exploration and production 
present themselves such as the eventual opening of ANWR. Without 
BP's public commitment this work most likely would have been 
performed in Canada or Louisiana.

Thank you for your consideration of my position on this most 
important matter. 1 urge you to pass the House World Trade and 
State/Federal Relations Committee substitute without amendment.

Sincerely,

TEAMSTERS LOCAL 959

erald L. Hood 
ccretary-Treasurer
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April 11, 1996 A P R  1 5  y j g

Senator Loren Lem an 
Chairman, R e so u rce  Com m ittee 
Alaska State Sen a te  
Juneau, A K  99801

Dear Mr. Chairm an and Com m ittee Members:

I am writing to the Com m ittee to express my deep con cern  with regard to the 
Administration's proposal on the North Star leases.

W hile my concerns cover a broad range of subjects, I want to confine my com m ents here 
to the issues of Alaska hire

A s you know, in my position as Ch ief Executive O fficer for the Team sters Union in Alaska,
I have often been  an advocate for the oil industry. W e  strongly support the 
environm entally sound developm ent of our natural resources W e  have been  in the 
forefront in the fight for lifting the oil export ban, royalty relief, and the opening of A N W R  
for hydro carbon exploration and production.

W e  did so in the belief this was good for all A laskans and would enhance  benefits to the 
Alaska workforce. T o  date, v/hat we have seen  is a continuing decline of em ploym ent 
opportunities for Alaskan workeis in the oil patch. Statistics tell us Alaskans participating 
in North Slope construction projects has dropped to its lowest level s in ce  the pipeline was 
built.

T h e  North Star agreem ent before you is extremely deficient when it com es  to 
strengthening the potential foi Alaskan workers Therefore, neither I nor my organization 
can  support it in its present form

W e  n eed  greater assurances that Alaskans will be put to work. W e  need  greater 
a ssu ra n ces  to affirm employment opportunities are made available to rural and native 
Alaskans. Utilizing the em ploym ent of Alaskans not only ensures that maximum benetits 
a ccrue to the state from e con o m ic developm ent, it also reduces dem ands upon the state 
su ch  a s  unem ploym ent insurance and public assistance Therefore, we urge stronger



language to ensure Alaska hire is placed  in SB318  and any other oil industry bills that 
grant e con o m ic  relief or production incentives. T o  not grant such  assurance is an 
e co n o m ic  downfall for all Alaskans.

Respectfully,

O C A L  959

S e n a t o r  L o r e n  L e m a n

A p r i l  1 1 ,  1 9 9 6

P a g e  2 .

Gerald L. Hood 
Secre ta ry -T  reasurer

/kk
JH\North.Sta



April 22, 1996

J a c o b  C i .  T u c k c r m a n  1 8 3 6  S .  S a l e m  D r i v e  A n c h o r a g e ,  A l a s k a  9 9 5 0 8

Mr. John C. Morgan APR 2 5 1996
BP Exploration (Alaska) Inc. 
P.O. Box 196612 
Anchorage, Alaska 99519-5111

Dear Mr. Morgan:

I received your letter asking for the support of Alaskans in changing the terms of the Northstar 
oil lease. I generally support prudent oil development in Alaska.

I cannot support BP’s request to change the terms of the lease it purchased because BP is asking 
for better lease provisions without giving concrete benefits to Alaskans. BP purchased the 
Northstar lease knowing its terms. The proposed changes to the lease were undoubtedly negoti­
ated in good faith. It is my understanding that BP has not made firm contractual commitments to 
start the project before the date required by the present lease, to hire Alaskans, or to build pro­
duction modules in Alaska. We all make promises: some are kept,... many are not. I would 
much rather see BP’s promises secured by contract. The lack of binding promises, together v/ith 
the sharp reduction in the State of Alaska’s ability to share in the benefits if production exceeds 
estimates, argue strongly against changing the terms of the Northstar lease.

The oil companies in Alaska pointedly insist on having a stable business environment so that 
they know where they stand. Alaskans can ask no less of the oil companies, BP included.

A contracting officer I worked with used to say that bidders shouldn’t get a “second bite at the 
apple” . It sure looks like BP wants that second bite, but doesn’t want to pay for it. The State and 
Alaskans deserve fair consideration for any change to the present Northstar lease.

Sincerely,
copies to.
Gov. Tony Knowles
Rep. Kay Brown 
Rep. Brian Porter 
Sen. Dave Donley 
Sen. Loren Leman
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S e n a t o r  L o r o n  Leman 
J u n e a u ,  A l a s k a  
FAX . 4 6 5 - 3 8 1 0

S e v e r a l  y e a r s  ago  i n  an i r r e v e r e n t  p l a y  c a l l e d  " S i s t e r  M a ry 
A g n e s  g n a w e r s  A l l  Y o u r  Q u e s t i o n s "  a y o u n g  man a s k s  an  e l d e r l y  n u n 
i f  God a n s w e r s  a l l  p r a y e r s .  H e r  a n s w e r  i s ,  " Y e s ,  b u t  s o m e t i m e s  
t h e  a n s w e r  i s  n o . "  G o v e r n o r  K n o w l e s  m u s t  n o t  h a v e  seen  t h e  p l a y , 
b e c a u s e  h i s  a n s w e r  t o  D P ' s  p r a y e r  i s  t h e  w r o n g  o n e .

Many p e o p l e  a r e  w a t c h i n g  y o u r  s t r u g g l e  t o  do t h e  r i g h t  t h i n g  
i n  t h e  f a c e  o f  h e a v y  o p p o s i t i o n .  A l l  we c a n  a s k  i s  t h a t  y o u  do 
y o u r  b e s t  t o  p r o t e c t  t h e  i n t e r e s t s  a n d  f u t u r e  o f  t h e  S t a t e  o f 
A l a s k a .  Th e  s t a k e s  a r e  h i g h  a n d  t h e  d e c k  m a y  be  s t a c k e d .  B u t  
y o u  a l r e a d y  know  t h a t .

S h e i l a  M. T u r n e r

1



UDELHOVEN

TO:

FROM:

Senator Lorcr Leman

Udclli
James Udclho

oven Oi

Oilllole) Syslom Sorvtcor. icorporntod
11401 OUveUn* 
Anchofaoe, Alaska 90515 
Fax 907-522-2541 
907-344-1577

M E M O R A N D U M

ven, President
Ificld' System Services, Inc.

SUBJECT: NORTHSTAR LEGISLATION

The Northstar offshore field development is the most important issue before us this year. 
The approving of Nojrthstar by the Senate, Mouse and the Governor will send the message 
to the public that tlicfc is a spirit of cooperation between these important governing 
bodies. It will be a positive first step in the development of marginal oil fields in Alaska. 
Our industry can, if wc work together, carry Alaska into the next century and beyond.
Wc have a plan that provides, jobs, that provides a guaranteed return to the state of 
Alaska. The decision you make today is a very important one, I ask for your 
consideration and thd passage of Northstar.

An Alaskan Corporator* 
Estabrshad 1970

North Distrel 
PO Boi 340103 
Prudhoa Bay. AK 90734 
90/-659 2834

South District 
PO Box 1129 
SoWotna. AK 99569 
907 262 9121



A p r i l  2 H ,  1 9 9 6 W t a  1596

Gov. Tony Knowles 
Rep. Joe Green 
Rep. Sean Parnell 
Rep. Con Bunde 
Sen. Judy Salo 
Sen. Loren Leeman

Re: BP lease negotiations at Northstar

Dear Governor, Senators, and Representatives;

I would like to express my strong opposition to the recent 
negotiations w ith BP concerning renegotiation o f the net profits and 
royalty terms o f the Northstar oil field. I believe renegotiating the 
terms for this field is a bad deal for the Alaskan resource owner and 
is unfair to the larger oil industry. I work as a petroleum geologist in 
Alaska and my objections to the Northstar deal are these two:

1. Probable reserve growth at Northstar

The proposed terms reported in the press show Alaska losing much 
income from Northstar i f  eventual reserves are much larger than 
estimated and receiving more income if  the field is smaller than 
expected. However, a typical oil field increases reserves between 2 
and 3 times from the time o f first discovery to last eventual 
production. This reserve growth occurs because o f initial 
conservative estimates mandated by the SEC, by conservative 
estimates by the company itself by application o f unexpected, new 
technology to existing fields, and sometimes by unexplained superior 
performance o f the reservoir. Many companies count on reserve 
growth and work it into their future expectation and upside, even 
though these are not officially booked reserves. Reserve growth o f 2 
to 3 times the original estimate is typical for the worldwide industry 
and not unusual. On the North Slope o f Alaska, every field o f which I 
am aware has experience dramatic reserve growth, w ith the possible 
exception o f the Lisburne Eield, discussed below.

Oil recover)' from Prudhoe Bay, Kuparuk, and Endicott Fields are now 
far in excess o f original expected recovery. Kuparuk is an example o f 
a field that has nearly doubled the expected producible reserves and



yields more oil than reservoir parameters would predict. A "fudge 
factor" is used to increase expected output from wells because 
experience has shown that the reserves are systematically 
underestimated, even with very good reservoir data. These fields 
that perform so well are clastic (sandstone) reservoirs and Northstar 
is o f this type. It is a reasonable, based on past experience, for the 
Northstar reserves to increase over its life and this increase will 
likely be in the range o f 2 to 3 times today's estimate. This would be 
the expected case. It is exactly in this scenario that the Slate o f 
Alaska is giving up the most value in the current renegotiation and I 
fear Alaska w ill lose much income in the long run.

The only exception to reserve growth for North Slope fields that I 
know o f is the Lisbume field, which is a carbonate (limestone) 
reservoir, which is significantly different from the clastic reservoirs. 
So far the Lisburne Field has been a disappointment and limestone 
horizons have under performed. However, lower dolomite zones in 
llie  Lisburne were drilled in 1994 and the first well in these lower 
zones has produced far more oil from dolomites than previous wells 
in the limestone. This well (NK-26) has produced 1.2 m illion barrels 
o f oil in about 2 years and more wells are planned for this interval.
It remains to be seen if  the Lisburne Field in the end w ill remain a 
disappointment.

2. Level Playing Field

Exploration in Alaska is based on all companies having an equal 
opportun ity  to bid and participate in the process. I find the process 
o f renegotiating freely bid lease terms offensive to fair play and I 
fear it w ill in the long run tend to undermine the leasing process. 
Amerada and BP were both well aware o f the implications o f the 
lease terms at Northstar and willingly agreed to the lease 
stipulations. If these companies made a poor business decision, 
Alaska has no obligation to be a safety net fo r them.

I find  it particularly offensive that BP is using a political process to 
circumvent agreed lease terms. This approach rewards companies 
that can muster the most political pressure and has the sharpest 
negotiators. It also opens the political process to immense pressure 
from the oil industry. If BP is successful, I would expect even* other 
company to come with requests for relief and the State w ill be hard 
pressed to deny these requests. We have already seen Unocal at the



table w ith re lief requests for Cook inlet fields. The renegotiation 
w ith BP feels like special treatment and a cozy relationship.

I feel i f  BP cannot develop Northstar under the very onerous lease 
terms, the lease should return to the State and be reoffered under 
new terms to all parties, including BP. This insures that everyone 
has equal opportunity to participate and bid the value they feel is 
appropriate. This system o f leasing at both State and Federal levels 
has historically been highly successful in generating high value for 
lease tracts.

I appreciate the opportunity to express my views and thank you for 
your consideration.

Sincerely yours

Gerry Van Kooten 
4551 East 135th Ave. 
Anchorage, Ak 99516 
907-345-7900



BILL J. ALLEN
Chairman & CEO

APR 22 1996

21 April 19%

The Honorable Loren Leman 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, Alaska 99801*1182

Dear Senator Leman:

I sincerely appreciated the opportun ity  to discuss w ith  you last 
Friday, your concerns with the Northstar project. Your desire to 
insure that Alaska residents w ill benefit from the project and long­
term opportunities for Alaskan contractors w ill be realized is 
commendable, and a desire I share as well.

1 am w riting  this letter to further clarify VFCO’S position regarding 
the Northstar project. We see this project as a real advancement for 
Alaskan contractors and Alaskan workers w ith in the oil industry. On 
past projects, f if ty  percent (50%) of the craft labor has been 
performed in the lower 48 on all o f the oil field facility projects. On 
GHX2 alone, this amounted to over three m illion man hours. On the 
Northstar project it is possible that one hundred percent (100%) of 
the craft labor w ill be performed in Alaska by Alaskan contractors 
employing available and capable Alaskans.

For years we have had to convince the oil companies that sea lift 
modules could be built com petitively w ith in  the State o f Alaska.
With your support,the Northstar project w ill give us the opportunity 
to prove our position.

I am confident that the oil companies are able to make some o f these 
marginal projects feasible by innovative approaches to the drilling, 
design, construction and operating philosophy o f these developments.

It is im portant that legislation does not unduly inhibit that freedom

VICO CORPORATION • 013W No'ivnltfttB’rf • toetwi? AX 9'V>037«5 • I«l <907>2W 8101 • fit (907>?W 813O



The Honorable Loren Leman
Page 2
21 April 1 9 %

and flex ib ility . W ith the N ortlistar project, BP Exploration has 
committed to making this new opportunity a reality.

I have had a long relationship with BP and have always found them 
to be a trustworthy client. When they give their word, a contract is 
not needed! BP is a major player in the oil business throughout the 
world, and they have significant opportunities for investment in very 
attractive projects. Alaska is lucky to have such a partner to Ik * in 
business w ith , and to help us realize our Alaskan potential fo r 
building our own infrastructure fo r modules utilizing our skilled 
labor, which w ill be advantageous in world market competition.

Your full support o f this negotiated agreement will help to make this 
happen.

S i n c e r e l y ,

Chairman &  CEO

VICO C0RP0RATI0H



* Marjc Witoon, Wotco Incorporated t t  907-276-6669 t&] 4/29/96 010:36 A M  [3217.

LUETCO

UJotco Incorporated

C orr'spondonco Address:

PO BOX 220569 
Anchorage, Alaska 

99522-0569 
PII: (907) 276-4115
Fax: (907) 276-5859

e-mail: wilson@alaska.nel
Facsimile Transmission

f l p r i l  2 9 ,  1 9 J 6

F r o m :  M a r k  I J i l s o n

r e :  A l a s k a  l i e n d o r  a n d  A l a s k a  H i r e  f o r  t h e  N o r t h s t a r

P r o j e c t

P l e a s e  s u p p o r t  l e g i s l a t i o n  t h a t  e n c o u r a g e s  B P  E x p l o r a t i o n  t o

p u r c h a s e  g o o d s  a n d  s e r u i c e s  f r o m  A l a s k a  u e n d o r s .  S u p p o r t

l e g i s l a t i o n  t h a t  l e a d s  t o  e m p l o y m e n t  o f  A l a s k a  c i t i z e n s .

T h r o u g h  l e g i s l a t i o n ,  c r a f t  i n c e n t i u e s  f o r  B P ’s  p a r t i c i p a t i o n .  P u t  

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

d e u e l o p m e n t .

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

t h i s  e f f o r t .

T h a n k  y o u .

mailto:wilson@alaska.nel


R U S H  TO: Honorable Loren Leman, State Senate 

FAX: 907 465-3810 

FROM: Mark Wilson, Wetco Incorporated 
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Alaska Vendor of Goods and Services 
and Alaska Hire

Northstar Project
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COMMITTEE:

S ENATE RESOURCES 

DATE: 4/15/96

SIGN-IN
A D D R E S S  ( M A I L I N G )  & ( Z I P )

Subject of meeting:

SB 318 Northstar  oil and gas lease amendment

-i

DO YOU WANT
P H O N E  R E P R E S E N  TING t o  t e s t i f y ?
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M r. Jack 
PO Box 7 0 7 3

AK

E. B row n

9 9 6 3 5
D i s t r i b u t i o n

0 5

2 8 3 - 4 0 9 9

A f f i l ia t io n

self
Reg Voter

YN ik is k i
Date POM Sent C o n s t itu e n c y  B U l'N um ber R esponse  Sub jec t 

0 4 / 1 6 / 9 6  N SB 3 1 8  ^  Su pp o rts
I SUPPORT THE NORTHSTAR PROJECTTHB 5 4 8  AND SB 3 1 8 )  AND ENCOURAGE YOU TO WORK WITH BP AND 
DNR TO MAKE fT HAPPEN. I ESPECIALLY ENDORSE THE CONCEPT OF JOBS FOR ALASKANS.

Ms. Verna 
6 4 3 8  C o lgate Dr

Anchorage 
ate POM Sent

0 4 / 1 6 / 9 6

M Lanting

D is t r ib u t io n

6 0

3 3 3 - 7 5 5 7

A f f i l ia t io n Reg Voter

YAK 9 9 5 0 4  _
C o n s t itu e n c y  Bill Number 'R e s p o n ie  S ub jec t 

N Opposes
ORTH STAR ROYAUTY CAN ALWAYS BEilEDUCED. BP WOULD NEVER INCREASE ROYALrTY. NO COUNTRY IN THE 

JVORLD GIVES AWAY AN OIL FIELD. REMOVING EVERY JOB POSSIBLE FROM ALASKA IS BP. BP'S FULL PAGE 
MFWSPAPFR A nV F R T N N G  SHO III D TFI I

/OUNORTH STAR IS THE SWEETEST DEAL IN THE WORLD FOR THEM.

M rs. C a ro l 
4 8 0 0  E 1 1 2 th  Ave

Jensen

D is t r ib u t io n

2 6

2 7 2 - 4 3 6 6

A f f i l ia t io n Reg Voter 

YAnchorage AK 9 9 5 1 6
n l / o / o c * " 1 C 0n’m u e n c * / ^ Nu'" '> " )  R esponse  S ub jec t

N None OIL &  GAS
A M H A B r lv r  PROTFCT1 n BREAKS ‘ Y 0U  ARE CONSIDERING DEMOLISHING FISH AND 
HARP O P01 IR O w S  ™  A? ARKAN AND EDUCATI0N WHILE SIMULTANEOUSLY GIVING AWAY OUR
IRE STILL ISN’T GUARANTEED.

A r . Edward 
’ 0  Box 2 3 2 5 3 2

P S la te r

D is t r ib u t io n

6 0
Sub jec t

5 6 3 - 3 2 1  1

A f f i l ia t io n Reg Voter
YAnchorage AK 9 9 5 2 3

ate POM Sent C o n s t itu e n c y  B ill N u m b e r ' R esponse  

0 4 / 1 5 / 9 6  N ]4g-5r«i^ 6 3 f S ^ J x ip p o r ts
AM IN SUPPORT OF THE RATIFICATION OF THE NEGOTIATED SETTLEMENT BETWEEN THE DEPARTMENT OF 

TURAL RESOURCES AND THE OIL INDUSTRY.

■ m



M r . Tom 
PO Box 1 0 0 6 4 8

Lakosh
Y r >

• , r

f a

D is t r ibut ion
0 7

338-1606

A f f i l i a t io n Reg Voter

IJ
S ub jec t

Anchorage AK 9 9 5 1 0
Date POM Sent C on s t i t u e n c y  B il l-Number R esponse

0 4 / 0 9 / 9 6  N /  SB 3 1 8  Opposes
PLEASE PROVIDF FOR A PUBLIC COMMENT HEARING WITH A 
VIOLATES MY CONSTITUTIONAL RIGHTS, UNDER ARTICLE I SECTION 5. BY IMPAIRING A CONTRACT. PROPER 
PROCFDIIRF RFOIIIRFS D ISSO IIIT ION  OF
THE UNIT. REVERSION OF LEASES. AND RE-OFFERING OF THE LEASES PURSUANT TO COMPFTITIVE BIDDING 
PROCEDURE THIS AUGUST.

TELECONFERENCE SITE IN ANCHORAGE. THIS BILL

M r. J e r r y  
PO Box 2 4 1 6 2 3

McCutcheon

Response

D is t r ib u t io n

6 0
Sub jec t

0 0 0 - 0 0 0 0

A f f i l i a t io n R g Voter

UAnchorage AK 9 9 5 2 4
Date POM Sent C on s t i tu e n c y  Bill Nu

0 4 / 1 5 / 9 6  N
LAST WEEK AT A EIS HEARING, BP REFLfSEOTeTllSCLOSE THE AMOUNT OF OIL IN PLACE OR THE SIZE OF THE 
STRUCTURE. REFUSED TO DISCLOSE OF GAS THEY ARE GOING TO FLAIR OR THE SIZE OF THE GAS CAP. NORTH 
STAR HAS S TIMFS AS Ml ICH GAS
PER BARREL AS PRUDHOE BAY. THEY REFUSED TO DISCLOSE WHAT THEY WERE GOING TO DO WITH THE GAS.

M r. G arv in  
PO Box 8 7 0 2 9 8

B uca ria

W as illa
Date POM Sent

0 4 / 1 8 / 9 6

AK 9 9 6 8 7
C ons t it u e n c y  Bill __Nufpber

N x^ SB  3 1 8

D is t r ib u t io n

6 0

2 7 1 - 2 5 1 6

A f f i l i a t io n Reg Voter

u

JATJt
/

R esponse  Sub jec t

Opposes
CANNOT CONCEIVE OF A SITUAJJQNVYHERE I HAVE RECEIVED A PERSONAL LETTER FROM BRITISH PETROLEUM

THAT WOULD NOT BE IN THEIR BEST INTERESTS. I WOULD LIKE THE ORIGINIAL LEASE ARRANGEMENT SET BY 
THF STATF TO RFMAIN IN PI A f  F

THEY BOUGHT THE LEASE, LET THEM ACCEPT THE ORIGINAL CONDITIONS.

M r. Samuel S Haywood 2 7 7 - 5 3 2 9
2 2 2 1  Muldoon Rd ##561

D is t r ib u t io n  A f f i l i a t io n  R®0 Voter

Anchorage AK 9 9 5 0 4  6 0  Y
Date POM Sent C on s t i t u e n c y  Bill Number Response  Sub je c t  

0 4 / 1 8 / 9 6  N HB-5r48~ Supp o rts
ALSO SB 3 1 8 : ALLOW BP TOTlEVELOP NORTH STAR. I THINK IT MAKES GOOD SENSE.
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MAY 6, 1996

S en a to r V IA  FA X  T R A N SM IT T A L
A la s k a  S la te  L e g is la tu r e  
S la te  C ap ita l 
Juuoeau, A K  99801

R e : A p p ro v a l o f N o r th s ta r  D eve lopm en t P ro p o sa l 

D ea r S e n a to r :
1 am  w r it in g  to  you to re q u e s t y o u r su p p o rt fo r  the r e q u e s t n u d e  b y  B r  E xp lo ra t io n  (A la sk a ) to 
rem ove  the n e t p ro fit te rm s from  th e  N o r th s ta r  U n its le a s e s , ia  ex ch an g e fo r  o th e r  con s id e ra tio n s .

I am  an  A la s k a  re s id en t w o rk in g  fo r  A ir  L iq u id e  A m e r ic a ,In c . In A n ch o ra g e . T h is  com pan y 
m an u fa c tu re s  w e ld in g  and  m ed ic a l g a s e s ,w id ly  use by oil com p an ie s and  m ost In d u s tr ia l com pan ies .

E a ch  y e a r  o u r com pany p ro d u ce s  w e ld in g  g a se s  su ch  a s  o x y g tn  an d  a c e ty le n e  to  sa t is f ie d  cu stom er 
re q u ir em en ts  w h ich  k e ep s  o u r p lan t ru n n in g  24 h ou rs 7 d a y s  a  w e e k  d u r in g  o a r  sum m er season .
I h a v e  su ppo rted  ou r lo c a l econom y fo r  th e la s t  7  y e a r s  w h ile  w o rk in g  fo r A i r  L iq u id /  
A m e r ic a .
K e ep  me w o rk in g ! P le a s e  su p p o r t th is  a g re em en t an d  p a ss the le g is la t io n  r e q u ir e d  to a llow  
n o r th s ta r  to move fo rw a rd .

T h an k  you fo r  you r a tten tio n !

Sinceiely,

A IR  L IQU IDS AM ER IC A  CORPORATION R eg ion  O f fU , •  6310 A'Ct'C Spue Roeo. AnchorsQ*. AK 99510-1346
Phone: (9071 SOM 530 •  ft* (907) 362-7960
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April 25, 1906 ^  3

Sonator Loj Cf sJ VIA FAX TRANSMITTAL
Alaska State Legislature 
State Capitol 
Juneau, AK 99801

Ro: Approval of Northstar Development Proposal 

Dear Sonator:

I im  vjritlng to you to request your support for the request made by BP 
Exploration (Alaska) to remove the net profit terms from the Northstar Units 
leases, In exchange for other considerations.

I am an Alaska resident working for Quality Fabrication, Inc. In Anchorage. This 
company fabricates structural steel, including tho structures for truckable 
modules, for the oil companies, including BPX.

Last year our company wQikQd.Qver.100,000 hours on Qtl-fleldjrfllatQd projects 
As an individual, I worked 4  months of 1995 on projects such as 
Milne Point. This work enabled me to pay foi living expense* and other 
goods and services In our local economy.

Keep me worklngl Please support this agreement and pass the legislation 
required to allow Northstar to move forward.

Thank you for listening!

0 0 0 1



MY o *  1336

Date: J J 1  %

Dear Senator: ~(,+s t x  •.vÂ 'v

As a resident of the State of Alaska, I am writing this letter to express my sincere con cern  
with the ongoing stronghold that oil com pan ies continue to have on our State. Hopefully, 
this sam e stronghold is not on our elected  representatives.

I understand there are several bills that the oil com panies have been pushing through the 
House and Senate this legislative session. T h e  two most familiar ones to me are the North 
Star and Heavy oil issues, both giving significant tax breaks or con cess io n s  to the oil 
companies. I have lived in Alaska for many years a rd  have w atched many of our Alaskan 
jobs go to non-residents of this State. If the legislature is going to continue to give breaks 
to these multi-million dollar com panies, it seem s only fair that we Alaskans get something 
in return. Th e  track record of these com panies, with respect to local hire, speaks sadly to 
the num ber of jobs we have lost over the years.

I support e con o m ic development, but not at the co st of further dem ise of our job 
opportunities in Alaska. I urge you to represent the interests of working (or non-working) 
A laskans and ensure that any tax breaks or incentives that may be given to the oil 
companies are done only with strong resident hire language. Nothing more, nothing less. 
W ho is to say these com panies will not proceed  to reap the profits of our great State and 
then pull up stakes and move on. If jobs are not available to Alaskans, then maybe the oil 
com panies should m ove sooner, not later.

Your effort in assuring jobs for Alaskans is greatly appreciated.
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April 2J, 1996

Senator / (  t> i ^  VIA FAX TRANSMITTAL
Alaska State Legislature 
State Capitol 
Juneau, AK 99801

Re: Approval of Northstar Development Proposal 

Dear Senator:

I am writing to you to request your support for the request made by BP 
Exploration (Alaska) to remove the net profit terms from the Northstar Units 
leases, in exchange for other considerations.

I am an Alaska resident working for Quality Fabrication, Inc. In Anchorage. This 
company fabricates structural steel, Including the structures for truckable 
modules, for the oil companies, including BPX.

Last year our company worked over 1QQ.000 hours on olM leld related protects. 
As an Individual, I worked r L -  months of 1995 on projects such as 
Milne Point. This work enabled me to pay for living expenses and other 
goods and services in our local economy.

Keep me working! Please support this agroement and pass the legislation 
required to allow Northstar to move forward.

Thank you for listening!

Sincerely,

0Looi
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Apri l 2 5 , 1996

Senator VIA  FAX TRANSMITTAL
Alaska State Legislature 
State Capitol 
Juneau, AK 99801

Re: Approval of Northstar Development Proposal 

Dear Senator:

I am writing to you to request your support for the request made by BP 
Exploration (Alaska) to remove the net profit terms from the Northstar Units 
leases, in exchange for other considerations.

I am an Alaska resident wording for Quality Fabrication, Inc. In Anchorage. This 
company fabricates structural steel, including tho structures for truckablo 
modules, for the oil companies, Including BPX.

Last year our company worked over 100.000 hours on oll-fleld related projects.
As an Indiv idua l,! worked J .J :___months of 1995 on projects such as
Milne Point. This work enabled me to pay for living expenses and other 
goods and services in our local economy.

Keep me workingl Please support this agreement and pa99 the legislation 
required to allow Northstar to move forward.

Thank you for listening!

Sincerely,
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April 25, 1996 

Senator VIA FAX TRANSMITTAL
Alaska State Legislature 
State Capitol 
Juneau, AK 99801

Re: Approval of Northstar Development Proposal 

Doar Senator:

I am writing to you to request your support for tho request made by BP 
Exploration (Alaska) to remove the not profit terms from the Northstar Units 
leases, in exchange for other considerations.

I am an Alaska resident working fo« Quality Fabrication, Inc. In Anchorage. This 
company fabricates structural steel, including the structures for truckable 
modules, for the oil companies, Including BPX.

Last year our company worked over 1QQ.OQO hou rs jm oM IflId related.protects, 
As an Individual, I worked months of 1995 on projects such as
Milne Point. This work enabled me to pay fo r living expenses and other 
goods and aorvlcos In our local economy.

Keep me workingl Please support this agreement and past the legislation 
required to allow Northstar to move forward

Thank you for listening)

Sincerely,
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