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C O M M IS SI O N E R  WOULD A C T IV E L Y  PUR SUE A CONTRACT W ITH DOYON AT WHICH 

T I M E  THEY WOULD BE READY TO GO FORWARD AND I ' L L  B R I N G  UP SOMET HING I  

D O N ' T  KNOW I F  YOU REMEMBER I S  I N  THERE AND THE RE ARE WORDS I N  THE 

L E G I S L A T I O N  THAT SAY THAT THE BOARD CAN D I R E C T  THE C O M M I S S I O N E R .  

W E ' V E  NEVER T E S T E D  THAT WATER YET TO S E E  'WHAT WOULD HAPPEN  I F  WE 

D I R E C T E D  YOU TO DO SOMETHING AND YOU D E C I D E D  YOU D I D N ' T  WANT TO 

DO I T .  BUT AT ANY RATE S P E A K I N G  FOR MYSELF I F  YOU D I D N ' T  WE 

WOULD URGE YOU TO DO T H A T .

C O M M IS S I O N E R  K A T Z :  I  WOULD DO I T .

CO M M IS SI O N E R  WEBBER: MR. CHAIRMAN.

CHAIRMAN LYON: COM M IS SIO N ER  WEBBER.

CO M M IS SI O N E R  WEBBER: CO M M IS SIO N E R  I N  TH E F A I L U R E  TO HAVE

F I N A N C I A L  C A P A B I L I T Y  HOW I S  THAT O U T L I N E D ?

C O M M IS SI O N E R  K A T Z :  WELL I  D O N ' T  WANT TO SAY MORE THAN I  -  I ' V E

LEARNED SOME OF T H I S  I N  A C O N F I D E N T I A L  R E L A T I O N S H I P  SO I ' M  GOING 

TO SAY I T  A L I T T L E  B I T  AND HOPE I F  AV GROSS T H I N K S  I T ’ S A P P R O P R I A T E  

HE MIGHT E L A B O R A T E .  I T  M A N I F E S T S  I T S E L F  I N  THAT CO N STRU CTIO N  

F I N A N C I N G  WHICH WAS CLEARLY COMMITTED AT THE T I M E  OUR CONTRACT 

WAS N E G O T I A T E D ,  NO LONGER E X I S T S  AND AT THE T I M E  THE CONTRACT 

WAS N EG O T IA T E D  WE WERE P R I V Y  TO THE D E T A I L S  OF THOSE F I N A N C I A L  

COMMITMENTS AND F E L T  COMFORTABLE WITH THEM FOR A NUMBER OF REAS ONS
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AP PARE NTLY THOSE COMMITMENTS HAVE L A P S E D  S I N C E  TH E T I M E  OP THE 

N E G O T I A T I O N  OF OUR CONT RAC T.  WE HAD NO N O T I C E  AT TH E T I M E  OR 

P O S S I B I L I T Y  OF N O T I C E  I N  MY JUDGEMENT THAT THAT COULD OCCUR.

CHAIRMAN LYON: DO ANY OP THE OTHER MEMBERS HAVE Q U E S T I O N S  OP THE 

C O M M I S S I O N E R ?  WOULD YOU L I K E  T O .  . . S U R E .  AV G R O S S .

AVRUM G R O S S :  DO YOU WANT ME TO COME DOWN T H E R E ?

CHAIRMAN LYON: Y E S ,  I T ' S  A L I T T L E  E A S I E R  TO HAVE YOU ON THE

R ECORD .

AVRUM G R O S S :  I ' L L  J U S T  SAY A B R I E ?  WORD ABOUT T H I S ,  J O H N ' S  G IV E N

A VERY ACCURATE A SS E SS M E N T  I  T H I N K ,  W E ' V E  T R I E D  ALL  THROUGH T H E S E  

N E G O T I A T I O N S  TO KEEP TH E DEPARTMENT OP NATURAL R E SO U R C E S  CLO SEL Y 

INFORMED AND I  T H I N K ,  I  HOPE J O H N  AND G EO FF AND BOB F E E L  THAT 

W E ' V E  DONE AN ADEQUATE J O B  I N  T E L L I N G  THEM EXACTLY WHAT OUR PROBLEMS 

WERE WHEN THEY HAPPENED AND T R Y I N G  TO BE AS OPEN ABOUT I T  AS WE 

COULD.  I N  E S S E N C E  I T  B O I L S  DOWN TO T H I S .  THAT T H E R E  WAS 

F I N A N C I N G  I N  PL ACE FOR TH E C O N S T R d C T I O N  OF THE R E F I N E R Y ,  THE 

F I N A N C I N G  I S  MO LONGER I N  P L A C E ,  F I R M L Y .  THAT HAS TO DO WITH 

ALOT OF T H I N G S ,  SOME I N T E R N A L  DOYON MATTERS OF WHICH I  REALLY 

H E S I T A T E  TO PUT ON THE RECORD FRANKLY AND SECOND OF A L L  THAT 

DOYON S H I F T E D  I T S  E M P H A S I S  MIDSTREAM TO HOPEF ULL Y N E G O T I A T E  AND 

P I C K - U P  THE MAPCO R E F I N E R Y  I N  F A I R B A N K S .  THER E WERE E X T E N S I V E  

N E G O T I A T I O N S  ON T H A T .  THEY F E L L  THROUGH AT THE L A S T  MOMENT FOR 

A NUMBER OF REASONS AND NOW WE ARE I N  THE. P R O C E S S  OF T R Y IN G  TO PUT
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BACK TO GE THER THE F I N A N C I N G  K ?  . THE O R I G I N A L  R E F I N E R Y .  NOW T H A T ’ S 

BECOME A L I T T L E  B I T  D I F F I C L u T  -  MORE D I F F I C U L T  THAN O R I G I N A L L Y  

B ECAUSE ONE OF TH E MAJOR PROBLEMS I N  N E G O T I A T I N G  T H I S  I S  TO DO 

W ITH  THE RETURN O I L  AS YOU PROBABLY KNOW, AND THE CHEVRON CONTRACT 

H O P E F U L L Y  WAS GOING TO COME B E FO RE  THE BOARD WOULD HAVE D I S P O S E D  

O F  THAT PROBLEM F O R  U S .  I T  D I D N ' T .  THROUGH NO FAULT  OF A NY BO DY'S  

BUT I T  D I D N ’ T  AND NOW WE HAVE TO N E G O T I A T E  A D I S P O S I T I O N  OF THE 

RETURN O I L .  SO NOW I T ' S  NOT ONLY G E T T I N G  THE F I N A N C I N G  FOR THE 

O R I G I N A L  P R O J E C T  BACK I N  PLACE BUT ALSO F I R S T  OF ALL F I G U R I N G  OUT 

WHAT TO DO WITH TH E RETURN O I L  WHICH F O R  -  I S  BECOMING C R I T I C A L .

I  WANT TO T E L L  YOU THOUGH THAT T H I S  I S  NOT MERELY A C O N C E P T .  YOU 

USED THE T E R M ,  I  REMEMBER WHEN I  HEARD -  DOYON HAS A S U B S T A N T IA L  

AMOUNT OF I T S  OWN MONEY ALREADY I N T O  T H I S  P R O J E C T  -  TH E LAND 

A C Q U I S I T I O N ,  THE E N G I N E E R I N G ,  . H E  A C Q U I S I T I O N  OF E Q U I P M E N T .  . . .

CHAIRMAN L YON :  I F  I  I M P L I E D  T H A T ,  I  C E R T A I N L Y  D I D N ' T  MEAN TO

IM P L Y  T H A T .  I  KNOW YOU ACTUALLY A C Q U IRE D  E Q U IPM EN T AND GROUND 

AND OTHER T H I N G S  AS WEL L.

AVRUM G R O S S : T H I S  I S  A P R O J E C T ,  T H I S  I S  A REAL P R O J E C T  WHICH I S

SO RT OF HALTED ALONG THE WAY BEC AUSE OF THE F I N A N C I N G  S I T U A T I O N  

BUT N O N E T H E L E SS I S  NOT S I M P L Y  T R Y IN G  TO GET THE O I L  OUT AND 

S P E C U L A T E  WITH I T  T H I S  I S  A REAL P R O J E C T .  YOU HAVE A D I F F I C U L T  

PRO BLEM , AND I  UNDERSTAND I T  AND I ' V E  TALKED I T  OVER WITH JOHN 

AT SOME L I N G T H  AND I  ONLY W I SH  TO P O I N T  OUT A COUPLE OF T H I N G S .

WE ARE I N  A C R I T I C A L  STAGE UP N E G O T I A T I O N S .  T I M  WA LLIS  FOR DOYON
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HAS BEEN M EETIN G  WITH P E O P L E  CONTINUOUSLY FOR THE LA S T  COUPLE OF 

W EEK S.  H E ’ S MEE TING WITH INV ESTM EN T BANKERS I N  F A I R B A N K S  ON 

MONDAY. HE WAS MEETING WITH P E O P L E  ON THE RETURN O I L  PROBLEM 

DOWN I N  S E A T T L E  Y E S T E R D A Y .  THERE ARE ALOT OF T H I N G S  GOING ON I N  

TH E DOYON CONTRACT R I G H T  NOW AND I  T H I N K  THE P O I N T S  Y O U 'V E  R A I S E D  

ARE EXTREMELY V A L I D .  JOHN & I  D I S C U S S E D  THE P O S S I B I L I T Y  OF -  

THE BOARD HAS TO DEAL WITH THE CONTRACT R I G H T  NOW I N  TERMS OF I S  

I T  A GOOD CONTRACT OR I S  I T  A BAD CONTRACT AND T H I S  I S  THE ONLY 

T I M E  Y O U ’ RE GOING TO BE D EA L IN G  WITH I T .  YOU W O N 'T  BE ABLE TO 

FOLLOW I T  DOWN THE L I N E  I N  E S S E N C E  TO S E E  WHAT H A PPE N S WITH THE 

F I N A N C I N G  AND I  UNDERSTAND THAT AT THE SAME T I M E  I T  WOULD H E L P  

US A GREAT DEAL I N  RATHER C R I T I C A L  E G O T I A T I O N S  THAT ARE GO ING ON 

I F  YOU C O U ID  APPROVE. THE CONTRACT Y W  E S S E N C E  Y O U ' R E  MAKING A 

RECOMMENDATION TO THE L E G I S L A T U R E  AND SAY THAT -  HOWEVER YOU 

PHRASE I T ,  THAT THE CONTRACT I S  A GOOD ONE FROM THE S T A T E ’ S 

S T A N D P O I N T  ASSUMING THAT YOU HAVE A R E F I N E R Y  WHICH CAM USE I T  AND 

YOUR RECOMMENDATION I S  BASED ON THE A SSU M PTIO N  THAT THER E I S  G u I N G  

TO BE AN O PE R A T IN G  R E F I N E R Y ,  WHICH THE L E G I S L A T U R E  W I L L  BE R E V I E W I N G  

I T S E L F  P R I O R  TO I T S  ADJOURNMENT. NOW I F  THE L E G I S L A T U R E  DOES NOT 

ACT ON T H I S  THEN T H E R E ' S  NOT GOING TO BE A CONTRACT,  SO I F ,  I T  

SEEMS TO ME THAT I F  YOU S A Y ,  Y E S ,  WE APPROVE THE CONTRACT BUT I N  

TERMS OF T Y I N G  UP T H I S  O I L  WE D O N ' T  WANT TO S U G G E ST  THAT I T  BE 

T I E D  UP I F  THERE I S  NO R E F I N E R Y  TO USE I T  AND WE T H E R E F O R E ,  URGE 

THE L E G I S L A T U R E  WHEN I T  REVIEW S THE CONTRACT TO R EV IE W  WHETHER OR 

NOT THER E I S  F I N A N C I N G  I N  PLACE FOR THE R E F I N E R Y  TO GO AHEAD AND 

I F  THERE I S  NO F IN A N C I N G  I N  PLAC E I F  I T ' S  J U S T  S I M P L Y  A CONCEPT 

AT THAT STAGE OR A H O P E ,  W IS H F U L  T H I N K I N G ,  THEN D O N ' T  APPROVE I T  AT
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THAT J T A G E . BUT THE CONTRACT I T S E L F  I S  GOOD AMD THE BOARD APPROVES  

I T  UNDER THE A S S U M PT IO N  THAT THER E W I L L  BE F I N A N C I N G ,  THAT WOULD 

BE A VERY P O S I T I V E  S T E P  AS FAR AS DOYON I S  CONCERN BECAUSE WE DO 

HAVE AS I  S A Y ,  T H I N G S  ARE I N  A RATHER C R I T I C A L  S I T U A T I O N  AND I F  

YOU TURN I T  DOWN I  T H I N K  J O H N ' S  COMMENTS ARE WELL TAKEN I T ’ S GOING 

TO BE READ AS A R E P U D I A T I O N  OF THE ARRANGEMENT.

CHAIRMAN LYON: WOULDN’ T I T  BE -  I  HOPE T H I S  I S N ’ T  A G RACEL ES S

T H I N G  TO -  COULDN’ T THE CONTRACT J U S T  BE PUT I N  A S T A T E  OF 

S U S P E N S E  R I G H T  NOW. ONE OF THE PROBLEMS I S  THAT I T ' S  BEFO RE THE 

BOARD -  I  C A N ’ T I N  GOOD C O N S C IE N C E  VOTE FOR I T  EVEN UNDER THOSE 

CIR CU M STA N CE S AV.  T H A T ' S  THE PROBLEM I  HAVE B ECAUSE W E ’ RE TA L K IN G  

ABOUT SOMETHING WHICH W I L L  LEGALLY BE I N  PLACE AMD I T ’ S PROBLEM­

A T I C A L .  ADMITTEDLY AS THE C O M M IS SIO N E R  S A I D  OUR VOTE I S  NOT 

DE TER MINANT I T ' S  ONLY A RECOMMENDATION TO THE L E G I S L A T U R E  AND I  

HAVE A D I F F I C U L T  T I M E  RECOMMENDING T H I S  EVEN THOUGH I  WAS NURTURED 

I N  THE O I L  B U S I N E S S  AND I  HAVE TO B E L I E V E  I N  C O M P E T I T I O N  AND I T ' S  

U S E F U L  TO THE P U B L I C  C E R T A IN L Y  AND PROBABLY U S E F U L  TO THE 

MANUFACTURERS -  I T  KE E P S  THEM ALUT S H A R P E R .  BUT I  HAVE A TOUGH 

T I M E  WITH T H I S  ONE AND TH E OTHER T H I N G  FROM J U S T  S P E A K I N G  -  FROM 

TH E  CONTRACT I T S E L F  I  PE RH A P S  SHOULD GET SOME FEEDB AC K FROM YOU.

TH E FOUR YEAR MORATORIUM I N  THE R E S E R V A T I O N  F E E  REALLY  TR OUBLES ME 

BECAUSE I  T H I N K  COM M IS SIO N ER  KATZ HAS MADS A H O N E S T ,  D I R E C T ,  

STRAIGHTFORWARD E F F O R T  TO KEEP  TH E S T A T E  I N  A P O S I T I O N  OF MARKETPLACE 

N E U T R A L I T Y  AND I  D O N ' T  T H I N K  T H I S  DOES AND THAT BOTH ER S ME. H E R E ’ S 

SOMETHING I N  TO DA Y’ S WORLD T H I S  I S  THE ONLY WAY YOU CAN GET T H I S  

P A R T I C U L A R  S U P P L Y  OF CRUDE AS FAR AS THE DEPARTMENT I S  CONCERNED 

AND YET W E ' R E  SA Y IN G  NOW I T ’ S NOT TRUE I N  T H I S  CASE BECAUSE WE
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D I D N ’ T  HAVE A S I M I L A R  F E E  ON -  FOR EARTH R E S O U R C E S .  WELL EARTH 

RESOUR CES STA RTED  F U N C T IO N IN G  B EFO RE THERE WAS S T A T E  CRUDE O I L  

A V A IL A B L E  TO I T .

AVRUM G R O S S :  WELL I  C A N ' T  -  I  D I D  NOT N E G O T IA T E  TH E MORATORIUM

CLAUSE AND JOHN OF COURSE D I D ,  AND I  ASSUME THEY B E L I E V E D  AS THE 

P E O P L E  FOR DOYON B E L I E V E D ,  I T  WAS I N  THE B E S T  I N T E R E S T  OF BOTH 

T H E  S T A T E  AND DOYON AND THE P R O J E C T  TO DO SO I N  AN E F F O R T  TO 

ENCOURAGE C O M P E T I T I V E  A C T I V I T I E S  I N  THAT AR EA .  BUT I  T H I N K  I  

SHOULD B E S T  L E T  THEM DEFEND T H E I R  TERM.  MY ONLY P O I N T  I S  THAT 

I F  YOU B E L I E V E  THE CONTRACT I S  A GOOD CONTRACT AND I F  YOU D O N ’ T 

B E L I E V E  I T ’ S A GOOD CONTRACT THEN YOU’ LL VOTE A G A IN S T  I T  BUT 

ASSUMING YOU DO T H I N K  I T ’ S A GOOD CONTRACT I T  SEEM S TO ME YOU 

COULD E I T H E R  D I S A P P R O V E  I T  BECAU SE THE F I N A N C I N G  I S  NOT PERMANENT 

NOW OR YOU CAN APPROVE I T  S U B J E C T  TO T H E R E  B E IN G  F I N A N C I N G  I N  PLACE 

AND ALL I ’ M T R Y I N G  TO COMMUNICATE TO YOU I S  I T  WOULD BF A MUCH 

MORE P O S I T I V E  S T E P  I N  THE P R O J E C T ’ S  I N T E R E S T  TO APPROV E I T  S U B J E C T  

TO THE F I N A N C I N G  COMING I N T O  PLAC E WITH THE L E G I S L A T U R E  B E IN G  I N  A 

P O S I T I O N  TO REVIE W T H A T ,  THAN TO D I S A P P R O V E  I T  S U B J E C T  -  WITH THE 

F I N A N C I N G  NOT I N  PLACE THEN L E T  TH E L E G I S L A T U R E  SAY WELL NOW TH E 

F I N A N C I N G  I S  I N  P LA C E MOW WE SHOULD APPROVE I T .  E I T H E R  ONE I T  

SEEM S TO ME DOES THE SAME T H IN G  ASSUMING THAT YOU L I K E  THE CONTRACT 

I N  THE F I R S T  P LA C E AND THE FORMER WOULD BE A MUCH MORE P u o I T I V E  

S T E P  I N  A S S I S T I N G  US TO GO AHEAD AND GET TH E F I N A N C I N G  S O L I D L Y  I N  

PLACE AND I T  I S  T I P P Y  R I G H T  NOW. I  MEAN WE’ RE T R Y I N G  OUR B E S T  AND 

L I T T L E  T H I N G S  DO H E L P  AND HURT.  BUT I N  TERMS OF T H E  R E SE R V A T IO N  

F E E ,  I  S U P P O S E  I  REALLY SHOULD R E F E R  TO J O H N .
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   ,  -------

C O M M IS SIO N E R  WEBBER: MR.  CHAIRMAN. ONE T H I N G  YOU MENTIONED WAS

I P  THERE WAS NO A C T IO N  TAKEN HERE AND F I N A N C I N G  CAME I N  THE BOARD 

THEN WOULD BE ABLE TO TAKE A C T IO N  AND T H I S  T H I N G  COULD S T I L L  GO 

TO THE L E G I S L A T U R E  BUT T H E R E ' S  A T I M I N G  I R 0 3 L E M .  I ’ M “WONDERING I F  

THE SCE N A R IO  WHICH YOU VERY S I L E N T L Y  MENTIONED I S  AT ALL P O S S I B L E .  

I S  I T  P O S S I B L E  TG LOOK AT T H I S  MATTER A G A IN  I F  THE F I N A N C I N G  COMES 

I N T O  PLACE WH ILE THE L E G I S L A T U R E  I S  S T I L L  I N  S E S S I O N .

CHAIRMAN LYON: WHAT I ’ M SA Y IN G  I S  THEY HAVE A VERY D I F F I C U L T  T I M E

WITH ANY Q U E S T IO N  COUCHED I N  'TERMS OF -  WE MUST DEO I D E  3 E F 0 R E  THE 

L E G I S L A T U R E  ADJOURNS BECAUSE A L A S K A 'S  GO ING TO GO ON L E G I S L A T U R E  

I N  S E S S I O N  OR NOT I N  S E S S I O N .  TH E KIN D OF P R O J E C T  Y O U ' R E  T A L K IN G  

ABOUT I S  P R E C I S E L Y  THE REASON THE ROYALTY S TA TU TE WAS ADOPTED BY 

TH E L E G I S L A T U R E .

AVRUM G R O S S :  YOU MAY HAVE A D I F F E R E N T  V IE W  OF T H I S ,  I  PERSONALLY

T H I N K  I T  WOULD BE RATHER D I F F I C U L T  TO GET THE L E G I S L A T U R E  BACK I N  

S P E C I A L  S E S S I O N  PURELY TO APPROVE A CONTRACT OF T H I S  N A T U RE ,  NOW 

YOU MAV HAVE A D I F F E R E N T  AS S E SS M E N T  OF T H A T .

CHAIRMAN LYON:  WELL I  D O N ' T  PRET END TO BE AN E X P E R T  ON TH E

L E G I S L A T U R E .

AVRUM G R O S S :  I  D O N ' T  T H I N K  ANYONE I S .

CHAIRMAN LYON: I ' V E  WATCHFD I T  FOR MORE THAN 2 0  YEARS BUT I ' M

NOT AN E X P E R T .
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C O M M IS SI O N E R  KA T Z :  T H ER E ARE NO E X P E R T S .  BUT I  WOULD SHARE A V ' S

-  TO THE EXTENT THAT TH E GOVERNOR WOULD HAVE TO CALL THAT S P E C I A L  

S E S S I O N  I  T H I N K  I T ' S  VERY Q U E S T IO N A B L E  HE WOULD FOR ONE ROYALTY 

O I L  CONTRACT.

AVRUM G R O S S :  THE ONLY P O I N T  I ' D  REAL LY  L I K E  TO MAKE TO THE BOARD

I S  THAT DOYON HAS A GREAT DEAL OF I T S  OWN FUNDS I N T O  THE r :  ' E C T

AND T H I S  TS  NO S P E C U L A T I V E  T R A N S A C T IO N .  THEY ARE T R Y I N G  VERY HARD 

TO CO N TIN U E WITH T H I S  R E F I N E R Y .  THEY WANT TO DO I T  AND I T ' S  I N  T H E I R  

I N T E R E S T  TO DO I T  I N  EVERY WAY AND I T  SEEMS TO ME SO LONG AS THE 

L E G I S L A T U R E  I S  A V A IL A B L E  I N  THE END TO REV IE W TH E F I N A N C E S  AND 

NEED S FROM THE BOARD A REV IE W  OF THE CONTRACT I T S E L F  I T  I S  

ALWAYS THE CONTROL OVER WHAT Y O U ' R E  CONCERNED ABOUT WHICH I S  SOME­

BODY GOING OUT AND WAVING AROUND A ROYALTY O I L  CONTRACT AND 

S P E C U L A T I N G  WITH I T .  THAT W O N 'T  HAPPEN  I N  T H I S  I N S T A N C E .

T R I P L E H O R N :  WOULD YOU BE R E C E P T I V E  TO AN AMENDMENT CHANGING THE

WORDING ON WHAT WOULD NOW BE -  W E ' V E  E L I M I N A T E D  TH E F I R S T  TWO -  

THE. NEW " B "  WHICH P E R H A P S  I N C O R P A T IN G  WORDING TO TH E E F F E C T  -  THE

WAY I T  STANDS NOW -  WE E L I M I N A T E D  " A "  AND r' B "  SO W E ' R E  DOWN NOW

TO SA Y IN G  I N  T H I S  R E S O L T U IO N  THAT WE RECOMMEND B A S I C A L L Y  D IS A P P R O V A L  

BECAUSE DOYON AD MITS TH E PRO PO SED  P R O J E C T  I S  ON " H O L D "  AND " B "  SAYS 

TH E BOARD B E L I E V E S  THAT WHEN DOYON I S  READY TO PROCEED WITH THAT 

P R O J E C T  THEY SHOULD R EQUEST ROYALTY O I L  I F  I T ' S  S T I L L  I N  T H E I R  

I N T E R E S T .  COULD WE MODIFY THAT L A S T  ONE TO THE BOARD -  TO THE 

E F F E C T  -  YOU HAVE T H I S  R E S E R V A T IO N  ABOUT THE OTHER C L A U S E .  COULD
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WE SAY SOMETHING TO THE E F F E C T  THAT OT H E RW IS E  WE T H I N K  THAT T H I S  

I S  A GOOD CONTRACT AND WHEN THE P R O J E C T  I S  READY TO P R O C E E D .  . .

CHAIRMAN LYON: WELL I  -  OKAY YOU NO LONGER HAVE A SECOND I N  YOUR

P R E S E N C E  -  YOU’ RE GOING TO HAVE TO DO I T  WITH AN AMENDMENT. T H E ,

I  J U S T  HAVE A REAL PROBLEM WITH T H I S  R E S E R V A T I O N  F E E .  MAYBE WE 

SHOULD J U S T  GET THAT ON THE T A B L E  AND D I S C U S S  I T  MORE TO S E E  I F  

MY CONCERN -  I  -  W E ' R E  NOW DOWN TO THE HEART OF T H E  PROBLEM W IT H  

TH E ROYALTY O I L  CONTR ACT.  I ’ M NOT GO IN G TO N E G O T I A T E  I T  EVEN II ' '  

SOMEBODY ASKS ME TO AND YET HERE YOU HAVE A P O I N T  THAT I  L I K E  

TO S E E  I N - S T A T E  F A C I L I T I E S  E S T A B L I S H E D  AND I  T H I N K  T H I S  I S  A VERY 

L O G I C A L  T H I N G  FOR DOYON TO DO -  T H I S  KIN D OF T H I N G .  I ’ M NOT SU R E  

THAT I F  I  WE’ RE DOYON I F  I ’ D WANT TO B U I L D  A R E F I N E R Y  I N  ALASKA 

BUT I  HAVE NEVER D ° N E  A MARKET A N A L Y S I S  ON I T ,  I T  MAY BE A VERY 

SMART PL ACE TO DO I T .  BUT I T  C E R T A IN L Y  MAKES S E N S E  FOR  DOYON TO 

B E I N  THE NATURAL R ESO URCES B U S I N E S S  I N  SOME P L A C E  AND , BUT T H I S  

T H I N G  SCEWS THE T H I N G  I N  I T ’ S NOT I N  T E S O R O ’ S CONTRACT AND YET 

HERE I T  I S  I N  T H I S  ONE AND I  G U ESS THAT PART BO T H E R S ME T O O .

C O M M IS SI O N E R  K A T 7 : I  T H I N K  T H I S  I S  A VERY A P P R O P R I A T E  -  I  KNOW

MR. CHAIRMAN ABOUT YOUR R E S E R V A T I O N S  ABOUT G E T T I N G  I N T O  S P E C I F I C  

WORDS AND TERMS AMD P H R A S E S  I N  TH E CONTRACT BUT T H I S  I S  NOT THAT -  

T H I S  I S  OBVIOUSLY THE CLASH OF SE V E R A L  VERY I M P O R T A N T  P O L I C I E S  A L L  

O F WHICH I N  I S O L A T I O N  WE WOULD ALL  ADHERE TO BUT J U S T  L E T  ME RUN 

THROUGH VERY B R I E F L Y  MAYBE G EO FF W IL L  CHOOSE TO ELABOR AT E TH E 

P R O C E S S  WHICH IN F L U E N C E D  US H E R E .  F I R S T ,  WE HAD A P O L I C Y  VERY 

CLEAR P O L I C Y  THAT P A R I T Y  ON MAJOR ELEM EN TS  OF A CONTRACT E X I S T
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BETWEEN ALL THOSE WE WERE N E G O T I A T I N G  WITH NOW. WE C O U L D N 'T  BE

R E S P O N S I B L E  FOR THE P A S T  -  MAPCO GOT A CONTRACT THAT GOT -  THAT

WE WOULD NOT HAVE N E G O T IA T E D  TODAY BUT T H A T ' S  I R R E L E V A N T .  WE

WANTED TO A C H I E V E  P A R I T Y  AMONG THE P E O P L E  THAT WERE INVOLVED I N

T H I S  S O L I C I T A T I O N .  S ECO NDLY, WE F E L T  VERY STRONGLY THAT THER E WAS

AN O P P O R T U N IT Y  C O ST IN H E R E N T  I N  TH E S T A T E ' S  COMMITMENT OF O I L  AND

THAT P E R H A P S  I N  TH E P A S T  THAT O P P O R T U N IT Y  COST HAD NOT ALWAYS BE E N  :

R E C O G N IZ E D  BUT ONCE WE COMMIT O I L  TO A P R O J E C T  THAT P U T S  A CLOUD

ON I T  THAT REDUCES THE NUMBER OF O P T I O N S  A V A IL A B L E  TO THE S T A T E .

T H I R D ,  T H E R E ' S  A CLEAR P O L I C Y  WE T H I N K  I N  FAVOR OF PROMOTING 

C O M P E T I T I O N  AND NEW ENTRY I N T O  THE MARKET AND AS I  I N D I C A T E D  B E FO RE  

ANOTHER VERY IMPORTANT A S P E C T  TO US WAS NOT A S L A V I S H  ADHERENCE 

TO THE O P P O R T U N I T Y  C O ST  P R I N C I P L E  A F T E R  WE HAD F I N I S H E D  N E G O T I A T I N G  

W I T H  TE SORO AND OTHE RS THE O P T I O N  F E E  WAS NOT AS I T  WAS I N  I T S  

P R I S T I N E  FORM AND I  D O N ' T  F E E L  SORRY FOR T H A T ,  I  T H I N K  WHAT WE 

CAME OUT W ITH  WAS A GOOD A PPROA CH . A L S O ,  I  D I D  NOT PERSONALLY F E E L  

AT L E A S T  THAT THE O P T I O N  F E E  WOULD I N  I T S  F I N A L  FORM REALLY 

J E O P A R D I Z E  E X I S T I N G  P E O P L E  VERY MUCH. I F  AT A L L .  F I N A L L Y ,  I T  I S  

TR UE FOR ONE REASON OR ANOTHER EVEN THOUGH THE CONTRACTS WERE 

FOUGHT AND N E G O T IA T E D  VERY FIR M L Y  AND AMONG VERY COMPETENT P A R T I E S .

AT THE T I M E  I T  I S  TRUE  THAT WHEN TESOR O ENTERED TH E MARKET T H E R E  WAS 

SO MET HIN G THAT AT L E A S T  I N  R E T R O S P E C T  WE P E R C E I V E D  AS A S I G N I F I C A N T  

B E N E F I T .  WHEN MAPCO ENTE RED  THE MARKET S I M I L A R L Y  NOW A FEW YEARS 

L A TER  WITH THE B E N E F I T  OF 2 0 / 2 0  H I N D S I G H T ,  WE S E E  SOME T H I N G S  THAT 

WERE S I G N I F I C A N T  B E N E F I T .  AND WE F E L T  I N  SUMMARY THAT I N  THE CLASH 

OF ALL THOSE P O L I C I E S  WHICH ARE VERY IMPORTANT I N  I S O L A T I O N  THAT 

T H E  P O L I C Y  OF F O S T E R I N G  NEW ENTRY I N  THE I N T E R I O R  FOR ALL THE
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B E N E F I T S  THAT WE F E L T  M IGHT E X I S T  BOTH THER E AND I N  OTHER PARTS  

OF THE S T A T E  OVER -R OD E P O L I C I E S  THAT WE F E L T  AT L E A S T  I N  T H I S  

CONTEXT WERE L E S S  S I G N I F I C A N T  I N  T H E I R  O P E R A T IO N  I N  TH E R E L A T I O N ­

S H I P  BETWEEN A NEW R E F I N E R Y  AND THE E X I S T I N G  F A C I L I T I E S .

GEO FFREY  HAYNES:  TH E ONLY T H I N G  I ’ D ADD TO THAT I S ,  THE REAL

C O M P L IC A T I O N  WAS THE E X I S T I N G  MAPCO CONTRACT WHICH G I V E N  THE 

CHANGES AND THE CIRCU MSTANCES WE WOULD MOT N E G O T I A T E  TODAY AND 

THEY HAVE NO R E SE R V A T IO N  F E E  SYS TE M AND T H E I R  C O M P E T I T I O N  I N  

TH E FORM OF DOYON D I R E C T L Y  ACROSS THE S T R E E T .  AT A T I M E  WHEN 

BOTH P A R T I E S  WOULD ADMIT THERE WOULD BE VERY C U T -T H R O A T  C O M P E T I T I O N  

AND DOYON WOULD BE PA Y IN G  T H I S  R E S E R V A T IO N  F E E  AND MAPCO COULD 

LOOK ACROSS THE S T R E E T  AND LOOK AT THE R E SE R V A T IO N  F E E  D I V I D E D  

I N T O  THE NUMBER OF BARRELS AND KNOW HOW MUCH TO UNDERCUT THEM.

AND WE F E L T  THAT THER E WAS S U B S T A N T I A L  AMOUNT TO THAT ARGUMENT.

BUT THAT I  WOULD SAY THAT AND TH E TERM I S S U E  W ITH  DOYON WERE THE 

HARDEST P A R T S  OF THE N E G O T I A T I O N S  CONCEPTUALLY BECAUSE YOU HAVE 

T H I S  NEW ENTRANT ENHANCING C O M P E T I T I O N  V ERSU S EXACT P A R I T Y  AND 

P R O T E C T IN G  THE VALUE OF INCUMBANCY. I T ' S  VERY D I F F I C U L T .

CHAIRMAN LYON: BUT G E O F F  THE PROBLEM I S  YOU B I A S  T H E  TKxNG THAT

G I V E S  DOYON THE I N C E N T I V E  TO GET EXACTLY THE NUMBER OF BARRELS 

THAT THEY REALLY F E E L  THEY WANT -  NOTHING I S  TO PREV EN T THEM 

FROM SH OOTING FOR A SMALLER TAR GET U N T I L  SUCH T I M E  AS THEY WANT 

MORE CRUDE O I L .  FROM A P R A C T I C A L  S T A N D P O I N T  ANYBODY I N  THE CRUDE 

O I L  B U S I N E S S  I N  ALASKA I S  GOING TO UNFORTUNATELY LOOK AT THE 

ST A T E  AS THE S U P P L I E R  OF C H O I C E  B / S IC A L L Y  BECAUSE ONLY TH E ST A T E
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W I L L  TALK I N  TERMS OF ANY K IN D  OF L I F E .  NOBODY E L S E  V/ANTS ? ' 0  

COMMIT H I M S E L F  FOR 8 - 1 0 - 1 2  - 2 2  - 2 7  Y E A R S .  SC I T  SEEMS TO 

ME THAT TH E O F FE RO RS OUGHT TO HAVE AN I N C E N T I V E  TO BE AS CORRECT 

AS THEY CAN B E .  GRANTED THAT YOU WANT TO MOVE I N T O  A R I S I N G  

MARKET AS TESORO HAS FOUND O U T .

G EO FFR EY  HAYNE S:  WELL I  GUESS THE ONLY OTHER T H I N G  I ' D  ADD I S

E I T H E R  P A Y IN G  OR NOT PAYIN G THE R E S E R V A T IO N  F E E  AG A IN  I S  SOMETHING 

FROM OUR S T A N D P O I N T  WE D I D  NOT T H I N K  REALLY WOULD E F F E C T  THE 

V I A B I L I T Y  OF A P R O J E C T  I T ' S  REALLY A WAY OF CO V ERIN G  THE 

O P P O R T U N IT Y  C O ST  OF THE O I L  AND A WAY OF D IS C O U R A G I N G  P E O P L E  FROM 

TA K IN G  MORE O I L  ’,T ONE T I M E  THAN THEY REALLY NEED BUT WHEN YOU 

HAVE A S I T U A T I O N  P O T E N T I A L L Y  AS I N T E N S I V E  I N  TH E FORM OF C O M P E T I T I O N  

AS I T  WOULD BE I N  F A I R B A N K S .  UNDER THE C IRCU M STA NCE S I T ' S  

E S P E C I A L L Y  HARD TO J U D G E  R I G H T  AT THE B E G I N N I N G .  FRANKLY I  M IG H T 

ADD MY OWN O P I N I O N  I T ' S ,  I T  PROBABLY GOES BEYOND OUR OWN A B I L I T Y  

TO  ANALYZE G IV E N  THAT W E ' R E  A FOUR PERSON O I L  COMPANY.

CHAIRMAN LYON:  WELL I  MAY BE THE ONLY ONE T H A T ' S  T R O U B L E D ,  I  D O N ' T

KNOW. B O B .

BOB MAYNARD: I  MIGHT ADD TO YOUR CONCERN ABOUT T H E  I N C E N T I V E

TO ACCURATELY TAKE HOW MUCH O I L  YOU N E E D ,  T H E R E  ARE GOOD F A I T H  

TA K IN G  P R O V I S I O N S  THAT DO SPEA K TO T H A T .  I  AGREE T H E Y ' R E  NOT 

T O T A L L Y .  . .
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CHAIRMAN LYON: WHEN Y O U ' R E  I N  A P O S I T I O N  0 ?  TH E O F F E R O R  TO THAT

C L A S S I C  N E G O T I A T I O N  P O S I T I O N  YOU WANT J U S T  AS MUCH AS YOU CAN GET 

FOR  AS L I T T L E  AS YOU LAN PAY FOR I T  AND I  D O N ' T  T H I N K  ANYBODY F E E L S  

BAD ABOUT T H A T .  YES AV.

AVRUM G R O S S :  J U S T  L E T  ME SAY ONE MORE T H I N G  AND I ' L L  GET OUT OF

YOUR H A I R .

CHAIRMAN LYON:  Y O U ' R E  NOT I N  MY H A I R ,  I T ' S  HARDER TO GET I N T O

THAN YOU T H I N K .

AVRUM G R O S S :  I  HOPE YOU UNDERSTAND THAT DOYON I S  L I T E R A L L Y

B RE A K IN G  I T ' S  NECK TO PUT T H I S  T O G E T H E R .  T H I S  I S  NOT A 

S P E C U L A T I V E  D E A L .  T H E Y ' R E  REALLY T R Y IN G  HARD. T H E  TWO T H I N G S  

THAT YOU COULD DO FOR U S ,  ASSUMING THAT YOU DO F I N D  TH E CONTRACT 

A f C E P T A B L E  AND THAT I  S U P P O S E  THE B E S T  WE CAN HOPE I S  THAT YOU 

APPROVE THE CONTRACT S U B J E C T  TO L E G I S L A T I V E  R EV IE W  AS TO THE ST A T U S 

OF F I N A N C I N G  THE T I M E  TH E CONTRACTS COME iE F O R E  T H E  L E G I S L A T U R E .

I F  THE CONTRACT I T S E L F  I S  A L R IG H T  BUT YOUR CONCERNS L I E  I N  TH E 

A B I L I T Y  OF THE COMPANY TO GO AHEAD WITH THE P R O J E C T  I N  THAT THAT 

SHOULD BE THE L E G I S L A T I V E  FOCUS AT WHICH T I M E  THE LEG LATURE DOES 

REV IE W  TH E CONTRACT AND THE SECOND T H I N G  I S  THAT AN I N D I C A T I O N  

H OPEFULLY I N  YOUR F I N A L  ORDER THAT I F  AT THE T I M E  T H E  L E G I S L A T U R E  

DOES C O N S ID E R  TH E CONTRACT F I N A N C I N G  I S  NOT YET I N  PL ACE SO THAT 

YOU WOULD NOT RECOMMEND I T  TO TH E L E G I S L A T U R E  A P P R O V IN G  I T  SOME 

I N D I C A T I O N  THAT I N  TH E FUTURE WHEN AND I F  TH E F I N A N C I N G  DOES COME 

I N  PLACE THEN THE BOARD WOULD FAVOR A S A L E  TO DOYON UNDER S I M I L A R
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TE R M S .  NOV/ THAT I S  SOMETHING THAT AT L E A S T  CAN BE DEALT W I T H  I N  THE 

EVENT THAT V/E CAN PUT T H I S  TOGETHER BY THE T I M E  THE L E G I S L A T U R E  E N D S .  

YOUR APPROVAL WOULD HELP US DO THAT I N  THE EVENT THAT WE P A I L  I N  

THAT I T  V/OULD AT L E A S T  BE SOME I N D I C A T I O N  THAT V/E CAN DEAL WITH 

I N  N E G O T I A T I N G  W IT H  OUR BANKERS I N  THE F U T U R E .  T H O S E  ARE THE TWO 

T H I N G S  THAT WOULD HELP US THE MOST AND I  R E A L I Z E  NOW T H E R E ’ S NO 

R E S O L U T I O N  ON TH E TALB E THAT SAYS THAT AND I T  V/OULD TAKE SOME T I M E  

TO DRAFT O N E .

CHAIRMAN LYON: W E L L ,  WE CAN, ONE OF TH E T H I N G S  WE D I D  T H I S  T I M E

FO R T H I S  M EETIN G V/AS TO PLAN AND I T  M IGHT BE NEC ES SA RY I N  F A C T  TO 

DRAFT OTHER F I N D I N G S  TO IN C LU D E I N  THE R E S O L U T IO N  AND WE CAN 

C E R T A IN L Y  DO THAT I  DON’ T HAVE ANY PERSON AL  PROBLEM WITH T H A T .

I ’ VE E X P R E S S E D  THE PA R T S OF I T  THAT DO CAUSE ME SOME CONCERN AND 

TH E C O M M I S S I O N E R ' S  BEEN VERY CAREFUL AND I  T H I N K  S K I L L E D  DRAWING 

EVERYBODY ALONG AS MUCH AS ALL TH E A P P L I C A N T S  COULD BE DRAWN ALONG 

AND I F  THE R U LES CHANGE PART WAY THROUGH THEN I T ' S  KxUD OF 

D I F F I C U L T .  YES DON.

DONALD WOLD: I  J U S T  V 'D TO ASK ONE T H I N G .  DO YOU REALLY -

DOES THE BOARD REALLY TO P E R H A P S  IN V O LV E I T S E L F  I N  RECOMMENDING

TO THE L E G I S L A T U R E  T h .  ST A T E  L E G I S L A T U R E  BECOME INVOL VED I N

F I N A N C I N G  OF A P R O J E C T  L I K E  DOYON. I  T H I N K  THAT C A L L I N G  THAT TO  THE 

A T T E N T IO N  OF TH E L E G I S L A T U R E  SEEMS THAT T H I S  V/OULD INV OLVE THEM 

IN T O  THE P R O C E S S  FOR DOYON. . . MORE T R O U B L E .

AVRUM G R O S S :  N O ,  NO I  D O N ' T  MEAN THAT DON. WHAT I  MEANT WAS THAT
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I F  THE BOARD F I N D S  THE CONTRACT D E S I R A B L E  BUT WHAT I T  D O E S N ' T  WANT 

I S  TO APPROV E THE CONTRACT TO HAVE WITH B A S I C A L L Y  NO PLANS I N  MIND 

FOR  DOYON J U S T  HAVE THEM TAKE OUT A CONTRACT AND WAIVE I T  AROUND 

I N  THE OPEN MARKET.  I  T H I N K  THAT I T ' S  E N T I R E L Y  W I T H I N  I T ' S  

STATUTORY POWER TO B A S I C A L L Y  MAKE THAT P O I N T  I N  THAT I T  I S  A P P RO V IN G  

THE CONT' .CT BUT THAT I T  I S  A P P R O V IN G  I T  UNDER THE A S S U M PT IO N  THAT 

TH E F L  .NCING CAN BE PUT TOGETH ER  AND THAT THE L E G I S L A T U R E  SHOULD 

ADDRESS I T S E L F  TO THAT P O I N T  WHEN AND I F  THE L E G I S L A T U R E  C O N S I D E R S  

T H E  CONTRACT T H A T ' S  A L L ,  RATHER THAN D I S A P P R O V E  ON THE SAME 

GROUNDS WHICH I S  REALLY WHAT Y O U ' R E  DOING -  THE A L T E R N A T IV E  AND 

I  MEAN I T ' S  GOING TO v. . ME UP ANYWAY -  I T ' S  REALLY NOT T H E .  . .

CHAIRMAN LYON: I  REALLY D O N ' T  WANT US TO BE I N  A P O S I T I O N  OF

P E N A L I Z I N G  DOYON FOR  T H E I R  CANDOR, I T  WOULD BE U N F A I R .  T H ER E ARE 

T H O SE I N  T H I S  ROOM WHO MIGHT WANT TO P O I N T  OUT THAT THE A LP ET CO 

F I N A N C I N G  AP PARE NTLY W A S N ' T  I N  PL ACE WHEN I T  WAS API  ROVED BY T H I S  

BOARD T O O .

C O M M I S S I O N E R  WEBBER: MR.  CHAIRMAN PERH A P S  ONE T H I N G  I  CAN D I S C U S S

J U S T  FOR A MOMENT I S  THE N E G O T I A T I O N  THAT TOOK PL ACE WITH THE OTHERS 

REALLY D I D  NOT ALLOW THEM TO HAVE FUTURE F I N A N C I N G  TO PUT I N  P L A C E .  

T H I S  I S  A S P E C I A L  CIR CU MSTA NCE W ITH  AN O R G A N IZ A T IO N  HERE I N  ALASKA 

BUT I ' M  VERY S E N S I T I V E  TO THE FA C T  THAT N E G O T I A T I O N S  WERE HELD 

WITH A D I F F E R E N T  S E T  OF C R I T E R I A  THAN WE V/OULD RENDER TO T H I S  ONE 

AND I F  THAT CAN BE RESO LV ED  I T  WOULD BECOME MUCH MORE F L E X I B L E  SO 

I  REALLY HAVE TO GO BACK TO TH E N E G O T IA T O R S  TO F I N D  OUT HOW 

S T R I N G E N T L Y  THAT WAS ADHERED T O ,  WERE T H ER E OTHER E X C E P T I O N S
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MADE TO GIVE IT A.NY KIND OF FUZZ THAT V/E CAN SAY HERE THE 

TENDENCY WAS TO HOLD FIRM BUT NOT THAT FIRM BECAUSE WHAT THIS 

THING HINGES ON IS WHETHER OR NOT V/E HAD VALID NEGOTIATIONS IN 

THE PAST, WOULD THIS TEND TO CORRUPT THOSE NEGOTIATIONS.

COMMISSIONER KATZ: LET ME TRY TO RESPOND TO THAT AND I ’LL ASK

BOTH GEOFF AND BOB TO (UNCLEAR) THE DEPTHS OF THEIR RECOLLECTION 

AND SEE IF THEY DISAGREE. WITH UT TRYING TO OFFER RATIONALIZATION 

FOR WHAT I CHOOSE TO DO, I DO BELIEVE THAT THE DOYON PROPOSAL WAS 

SIGNIFICANTLY FURTHER ALONG THAN ANY OTHER PROPOSAL THAT WE REJECTED 

ON THE GROUNDS THAT WE DIDN'T SEE ALL THE NECESSARY ELEMENTS IN 

PLACE. THERE WAS NO OTHER PROPOSAL THAT HAD GONE SO FAR AS TO 

PURCHASE THE EQUIPMENT THAT I CAN RECALL, THE SITE ACQUISITION, THE 

FINANCING AT THAT POINT IN HISTORY ACTUALLY IN PLACE, THERE ARE 

OTHER PROJECTS WHICH, T H A T’S PARTICULARLY TRUE IN THE CASE I THINK 

OF IN-STATE PROJECTS, THERE WAS ONE INVOLVING A METHANOL FACILITY 

NEAR FAIRBANKS AND I THINK OVER TIME IT MIGHT BE VERY PROMISING,

BUT THEY'RE - THEY WERE NOT NEAR WHERE DOYON IS IN TERMS OF THE 

OUT OF - THE EXPORT PROPOSALS, PROBABLY THE ONE T H A T’S FURTHEST 

ALONG NOW IS PROVIDENT AND THEY HAVE BROKEN GROUND FOR THEIR 

REFINERY, BUT IN SOME OTHER RESPECTS THEY'RE NOT AS FAR ALONG 

AS DOYON SO I'D SAY THE COMBINATION OF LOOKING FIRST AND FOREMOST 

AS YOU WOULD COMMISSIONER AS YOUR QUESTION IMPLIED THAT IN-STATE 

PEOPLE AND SEEING THE STATUS OF EACH ONE THERE IS ON THAT GROUND 

A SOUND RATIONALE FOR DIFFERENTIATING DOYON FROM THE OTHERS.

HOWEVER, OF COURSE V/E HAD THE THRESH-HOLD POLICY IN ALL INSTANCES 

OF HAVING REALLY FIRM PROPOSALS THAT WERE GOING TO GO IN AN
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I M M I N E N T  PERIO D IN THE FUTURE.

AVRUM GROSS: THIS PROJECT V/AS PUT TOGETHER COMMISSIONER WEBBER

AS OPPOSED TO ANOTHER THAT WASN'T AND AS I SAY WE HAVE TRIED TO 

BE COMPLETELY CANDID BECAUSE WE DID NOT WANT - I SUPPOSE WE COULD 

HAVE LEFT THAT IMAGE HANGING UP IN THE AIR THAT IT WAS STILL ALL 

TOGETHER BUT IN AN EFFORT TO BE CANDID WE CAME TO THE COMMISSIONER 

MID-WAY THROUGH AND SAID THE FINANCING IS NO LONGER IN PLACE WE 

ARE NOW TRYING TO PUT IT BACK TOGETHER AND BUT IT IS A COMPLETED - 

AT THE TIME THE NEGOTIATIONS TOOK PLACE AT LEAST IT WAS A COMPLETED 

PROJECT AND NOW HOPEFULLY IT WILL BE AGAIN SHORTLY BUT THE 

FINANCING HAS CHANGED SINCE THE TIME WE DISCUSSED IT.

TRIPLEHORN: MR. CHAIRMAN.

CHAIRMAN LYON: YES.

TRIPLEHORN: I'D LIKE SOME RESPONSE TO YOU AND COMMISSIONER WEBBER

AND I'M GOING TO SUGGEST AN AMENDMENT AGAIN BUT SOME POSSIBLE 

WORDING - THE WAY THE THING READS NOW THAT THERE IS A BOARD 

FINDING //I IS THAT THE COMMISSIONER HAS GONE THROUGH THE PROPER 

PROCEDURES AND JUST AS A POSSIBILITY LET ME SUGGEST SOMETHING 

LIKE THIS, THAT //2 THAT THE BOARD IS SUPPORTIVE OF DOYON PLANS 

TO CONSTRUCT A NEW REFINERY AND BELIEVES THAT THE CONTRACT 

NEGOTIATED WOULD BE A GOOD ONE SUBSTANTIALLY IN THE BEST INTEREST 

OF THE STATE AND THEN if3 HOWEVER, THE TIMING OF THE PROPOSED 

PROJECT IS CURRENTLY UNCERTAIN AND IT IS NOT IN THE STATE'S BEST 

INTEREST TO CONCLUDE THE CONTRACT UNLESS AND UNTIL THE PROJECT
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IS READY TO MOVE FORWARD. WOULD THAT BE A REASONABLE THING TO DO? 

IT FOCUSES ON THE TIMING QUESTION - DICK HAS OTHER CONCERNS AND 

I USED THE WORD SUBSTANTIALLY RATHER THAN COMPLETELY, IN OTHER 

WORDS V/E MIGHT WANT TO EITHER VERBALLY OR OTHERWISE ADD SOME 

CONCERNS AEOUT THAT. Y O U’RE NOT RECEPTIVE TO THAT I CAN TELL.

CHAIRMAN LYON: NO, I DON'T HAVE ANY PROBLEM THERE, I STILL HAVE

THE OTHER PROBLEM. WHAT MIGHT BE WELL IS V/E COULD TAKE ABOUT A 

TEN MINUTE BREAK - WE'VE BEEN DOING THIS FOR A COUPLE OF HOURS 

NOW. PERHAPS WE COULD TAKE ABOUT A TEN MINUTE RECESS AND THEN 

YOU CAN DRAFT SOMETHING ELSE.

THE MEETING WAS RECESSED.

CHAIRMAN LYON: COMMISSIONER WEBBER INFORMS ME THAT THIS BOARD

IS BACK OUT OF THE BUDGET SO CAN V/E FINISH THIS MEETING?

COMMISSIONER WEBBER: I DON'T KNOW, IT MAY BE NOT FOREVER -

WHATEVER.

CHAIRMAN LYON: THIS MAY BE OUR LAST MEETING. ALRIGHT WE'VE BEEN

DISCUSSING - THERE'S A RESOLUTION ON THE - BEFORE US TO RECOMMEND 

TO THE LEGISLATURE THAT DOYON I CONTRACT BE DISAPPROVED BY THE 

LEGISLATURE. THAT'S BEEN THE SUBJECT OF DISCUSSION IN OUR,

DURING OUR RECESS WE TRIED TO DRAFT UP SOME AMENDMENTS TO THE 

RESOLUTION WHICH MAY MAKE IT ACCEPTABLE OR ALLOW US TO ABANDON 

IT IN FAVOR OF A DIFFERENT RESOLUTION. I V/OULD LIKE TO PROPOSE 

AN AMENDMENT OR CAN I - I CAN I GUESS - IT'S ONLY IN HIGH SCHOOL
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YOU CAN'T DO THAT. BECAUSE I WANT TO FOCUS ON MY CONCERN WHICH 

I FEEL JUST CAUSES ME A - TROUBLE AND I SIMPLY HAVE TO VIEW IT AS 

A FATAL FLAW IN THE CONTRACT FROM MY PERSPECTIVE BECAUSE PRODUCT 

FROM THE PROPOSED DOYON REFINERY V/OULD COMPETE WITH EXISTING 

REFINERIES IN ALASKA AND ONE WAY OR ANOTHER WE WOULD CREATE A 

SITUATION WITH THE DELAYED PAYMENT ON THE RESERVATION FEE. WE 

WOULD - THE MARKETPLACE WOULD SEE A DIFFERENCE IN PRODUCTS COMING 

INTO IT BETWEEN ALASKA'S CRUDE OIL MOVING THROUGH THE DOYON 

REFINERY AND ALASKA'S CRUDE MOVING THROUGH OTHER REFINERIES 

INCLUDING THE TESORO PRODUCT WE JUST DISCUSSED. I JUST HAVE TO 

BELIEVE THAT THAT'S NOT PROPER FOR THE STATE TO CREATE THAT 

SITUATION SO I V/OULD PROPOSE THAT THE RESOLUTION CONTAIN AS, I 

GUESS WE CAN MAKE IT "C" THE FOLLOWING STATEMENT THAT SAYS, THE 

PROVISION FOR DELAYED PAYMENT OF THE RESERVATION FEE ACCORDING 

TO PARAGRAPH 2.10 OF THE CONTRACT CREATES AN UNACCEPTABLE BIAS 

AGAINST COMPETITORS. I THINK THAT'S AT THE HEART OF WHAT'S 

BOTHERING ME ABOUT IT. THAT WE HAVE TWO DISSIMILAR CONTRACTS IN 

THAT REGARD AND I KNOW THAT THE DEPARTMENT HAS TRIED VERY HARD 

TO GET THE MAJOR PROVISIONS AS SIMILAR AS POSSIBLE, THIS ONE IS 

I'LL ADMIT IS NOT ALOT OF DOLLARS, BUT MY RECOLLECTION IN THE OIL 

BUSINESS IN THE MARKETING END OF IT IT'S KIND OF WHAT YOU'RE 

DEALING WITH - IT'S A GAME OF THE VERY SAME NUMBERS - SOMETIMES 

NEGATIVE. BUT IN ANY EVENT NO MATTER WHAT THE THING - THE NUMBER 

OF DOLLARS, THE PRINCIPLE IS CORRECT. I V/OULD MOVE THAT THE 

RESOLUTION BE SO AMENDED.

TRIPLEHORN: SECOND.
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CHAIRMAN LY ON : OKAY, I S  THER E D I S C U S S I O N  ON T H I S  AMENDMENT?

OKAY, I  W I L L  CALL FOR TH E Q U E S T I O N .  WE CAM AMEND I T  WITHOUT 

S I G N I N G  I T .  WE CAN J U S T  HAVE A V O I C E  V O T E .  THOSE I N  FAVOR 

S I G N I F Y  BY S A Y IN G  AYE.

BOARD MEMBERS: A Y E .

CWATRMAN LYON: O P P O S E D ?  THE MOTION C A R R I E S  UNANIMOUSLY.

T R I P L E H O R N :  MR. CHAIRMAN.

CHAIRMAN L YON :  D R .  T R I P L E H O R N .

T R I P L E H O R N ;  TH E WORDING. T H I S  TH IN G  I S  G E T T I N G  MESSY -  THE 

WORDING NOW I S  RATHER AWKWARD I  T H I N K  THE WAY I T  READS NOW 

I S  THAT T H E R E  I S  S E C T I O N  2 -  THE BOARD D I S A G R E E S  AND THEN I T  

GOES ON " A "  DOYON A DMIT S THAT THE PROPOSED P R O J E C T  I S  CURRENTLY 

ON HOLD. I  T H I N K  THAT i P I A T ' S  RATHER CLUMSY WORDING AND I  WOULD 

P R O P O S E  TH E FOLLOWING S U B S T I T U T E  FOR T H A T ,  THAT THE T I M I N G  0 .  THE 

PRO PO SED  P R O J E C T  I S  CURRENTLY UNCER TA IN AND I T  I S  NOT I N  THE 

S T A T E ' S  B E S T  I N T E R E S T  TO CONCLUDE THE CONTRACT U N T I L  TH E P R O J E C T  

I S  READY 7 0  DO FOPWARD.

CHAIRMAN L Z O N :  A L R I G H T ,  I ' L L  SECOND THAT P R O F o S E D  AMENDMENT.

T R I P L E I I O R N : THAT W I L L  NOW BE " A " .
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CHAIRMAN LYON: O K A Y , IS THERE DISCUSSION ON THAT.

COMMISSIONER KATZ: MR. CHAIRMAN.

CHAIRMAN LYON: YES, MR. KATZ.

COMMISSIONER KATZ: THE ONLY THOUGHT I WOULD HAVE WHETHER V/E COULD

MAKE THE AUTHOR OF THE MOTION - WOULD CONSENT TO MAKE A SPECIFIC 

REFERENCE TO THE FINANCING ISSUE.

TRIPLEHORN: I HAVE NO OBJECTION.

CHAIRMAN LYON: WHY DON'T YOU TRY TO DRAFT US SOMETHING DON.

COMMISSIONER KATZ: BECAUSE I THINK THAT IS THE PRINCIPLE OBSTACLE

ON THAT COUNT AND I THINK IT WOULD BE OF BENEFIT TO EVERYBODY TO 

BE AS PRECISE AS POSSIBLE.

TRIPLEHORN: HOW ABOUT WORDING SUCH AS THIS MR. COMMISSIONER, THAT

THE FINANCING AND THEREFORE THE TIMING OF THE PROJECT.

COMMISSIONER KATZ: THAT'S FINE.

TRIPLEHORN: COULD WE INSERT THAT?

CHAIRMAN LYON: AS FAR AS I'M CONCERNED.
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TRIPLEHORN: FINANCING AND THEREFORE THE TIMING.

CHAIRMAN LYON: IN THAT REGARD I GUESS ANOTHER ONE OF THE THINGS

THAT'S TROUBLESOME IN AM INCOMPLETED PROJECT IS THAT THE - WHOEVER 

PROVIDES THE MONEY FOR THE PROJECT IS DISCUSSING THE NATURE AND 

THE OPERATION OF THE FACILITY AND IT'S CERTAINLY POSSIBLE THAT THAT 

FACILITY ITSELF COULD CHANGE DURING THE PROCESS OF NEGOTIATING THE 

FINANCING. IN FACT DURING THE PROCESS OF NEGOTIATING OTHER THINGS. 

I DON'T KNOW HOW IT COULD COME TO THE POINT WHERE THE BOARD WOULD 

FIND IT, LET'S SAY UNACCEPTABLE BUT NONETHELESS WE'RE TALKING NOW 

ABOUT SOMETHING WHICH IS LITERALLY A MOVING TARGET.

COMMISSIONER KATZ: SOME SOLACE THE BOARD HAS IN THAT EEGARD IS

THAT IT IS OUR UNDERSTANDING THAT DOYON HAS ACTUALLY PURCHASED 

THE EQUIPMENT AND I THINK ALTHOUGH THAT - EQUIPMENT CAN BE RE­

FIGURED IT IS SOMEWHAT CONSTRAINING ON WHAT THE FACILITY MIGHT 

LOOK LIKE.

TRIPLEHORN: OKAY, I THINK I'M THE ONLY ONE WHO REALLY UNDERSTANDS

HOW THIS IS WORDED, BUT ANYHOW I'D LIKE TO INSERT A POSITIVE 

NOTE IF I COULD AND AS A POSSIBILITY LET ME SUGGEST THIS, WHAT 

WE NOW HAVE IS A //I WHICH Si YS THE COMMISSIONER'S DONE A GOOD 

JOB, DONE THE PROPER JOB AND THEN H2 WHICH SAYS WE DISAGREE FOR 

THOSE TWO REASONS AND WHAT I WOULD PROPOSE WOULD BE TO INSERT 

IN BETWEEN THOSE SOMETHING POSITIVE, AND WHAT I HAD IN MIND WAS, 

THAT THE BOARD FAVORS INCREASED USE - INCREASED IN-STATE USE OF
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THE ROYALTY INTERESTS SUCH AS CONSTRUCTION OF A NEW RhFINERY.

JUST TO INDICATE THAT WE ARE IN FAVOR OF INCREASED IN-STATE USE - 

IT'S KIND OF A MOTHERHOOD SORT OF THING. I WOULD LIKE SOMETHING 

THAT WOULD BE POSITIVE. IS WHAT I ’M AFTER I'M NOT SURE THAT'S 

THE BEST WAY OF SAYING IT.

CHAIRMAN LYON: I THINK THAT'S FINE. I WOULD SECOND THAT.

TRIPLEHORN: THAT WOULD THEN BECOME £2.

CHAIRMAN LYON: DO YOU WISH TO PUT BOTH OF THOSE AMENDMENTS -

OR BOTH OF THOSE THINGS IN THE SAME AMENDMENT.

TRIPLEHORN: BOTH OF WHAT.

CHAIRMAN LYON: YOU'VE COMPOSED ONE CHANGE HERE AND YOU'RE

COMPOSING ANOTHER ADDITION. DO YOU WISH TO MAKE THAT AS ONE 

AMENDMENT?

TRIPLEHORN: I THOUGHT I JUST PROPOSED ONE. THE WAY I UNDERSTAND

THIS THING READY- NOW IS THAT THIS IS ALL - THIS IS "A" AND YOURS 

IS "B".

CHAIRMAN LYO,T IS THAT LETTER "B" OR WHAT. . .

DONALD WOLD: T H A T’S "C".

CHAIRMAN LYON: "C".
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TRIPLEHORN: WELL BASICALLY THEN WHAT I'D LIKE TO DO IS ELIMINATE

- PROPOSED THAT WE ELIMINATE THE SECTION THAT READS THE BOARD 

BELIEVES THAT WHEN DOYON IS READY BECAUSE T H AT’S INCORPORATED NOW.

BOB MAYNARD: MR. CHAIRMAN.

CHAIRMAN LYON: BOB.

BO^ MAYNARD: I THINK I MAY BE GETTING CONFUSED HERE. YOU HAVE

ONE CLAUSE THAT SAYS THE TERM OF THE CONTRACT IS UNACCEPTABLE. . .

CHAIRMAN LYON: YES..

BOB MAYNARD: BECAUSE OF THE FOUR YEAR - BUT THE CONTRACT WOULD BE

ACCEPTABLE IF THEY GOT FINANCING.

TRIPLEHORN: WE DIDN'T REALLY SAY THAT.

CHAIRMAN LYON: NO.

BOB MAYNARD: OKAY, THAT'S WHAT I MEAN.

TRIPLEHORN: WHEN WE GET THIS ALL PUT TOGETHER I THINK WHAT WE'LL

HAVE TO DO IS READ THROUGH THE WHOLE THING.

CHAIRMAN LYON: YES, THE RESOLUTION. IS - WELL, YOU'RE PROPOSING

AN AMENDMENT DOWN HERE SUB-PARAGRAPH "A". . .
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TRIPLEHORN: YES, THAT'S WITH THE THING REGARDING THE TIMING

WOULD BE. . .

CHAIRMAN LYON: THAT'S "A".

TRIPLEHORN: AND MY INTENT WAS THAT YOURS WOULD BE "B".

CHAIRMAN LYON: OKAY.

TRIPLEHORN: AND THAT WE ELIMINATE THE ONE WHICH IS NOW REDUNDANT

WHICH SAYS THAT WHEN DOYON IS READY. DO WE MEED A FORMAL MOTION 

TO DO THAT? IT'S GETTING SO CONFUSED.

CHAIRMAN LYON: YES, I THINK WE DO.

TRIPLEHORN: ALRIGHT. I MOVE THEN THAT WE STRIKE WHAT ON THE

ORIGINAL RESOLUTION WAS 2(d). SIMPLY STRIKE THAT.

CHAIRMAN LYON: OKAY, WE HAVE ALREADY STRIKEN "A" AND "B" AND

YOU'RE PROPOSING AMENDMENT OF WHAT USED TO BE "C" AND YOU'RE 

RE-LABELING IT "A".

TRIPLEHORN: RIGHT.

CHAIRMAN LYON: OKAY, EVERYBODY UNDERSTAND THAT?
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COMMISSIONER WEBBER: WELL I THINK BEFORE WE GET TOO MUCH FURTHER

WE OUGHT TO GET THE WHOLE THING WRITTEN DOWN AND GO THROUGH IT 

LIKE IT'S PROPOSED BECAUSE I T’S A SUBSTANTIAL. . .

C O M M IS SI O N E R  K A T Z :  WOULD YOU BE W I L L I N G  TO  READ I T ?

CHAIRMAN LYON: YES, SURELY.

TRIPLEHORN: WELL I WAS ALSO PROPOSIN^ THAT WE INSERT SOMETHING

UP BETWEEN ffl and #2 IN WHICH CASE WE'D HAVE A NEW if2 AND THIS ONE 

WOULD BECOME #3.

COMMISSIONER KATZ: THIS IS AN IQ TEST.

TRIPLEHORN: AS I SAY I THINK I'M THE ONLY ONE THAT UNDERSTANDS IT. ?

CHAIRMAN LYON: THEY HAVE LITTLE GAMES ON COMPUTERS NOW, THE KID

TOUCHES THE BUTTON IN RESPONSE TO THE. . .

COMMISSIONER WEBBER: LET'S WRITE IN #2.

TRIPLEMORN: DO YOU HAVE ANY OBJECTION TO THE EFFECT THAT THE

BOARD FAVORS INCREASED IK-STATE USE OF ROYALTY INTERESTS SUCH AS 

CONSTRUCTION OF A REFINERY? IT'S KIND OF A MOTHERHOOD THING BUT 

IT IS I’OS IT IVE. |

COMMISSIONER WEBBER: I HAVE NO OBJECTION TO IT - I THINK IT'S
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ALREADY. . .

TRIPLEHORN: YOU WANT TO READ IT?

COMMISSIONER WEBBER: NO, I HAVE NO OBJECTION TO IT.

TRIPLEHORN* WELL THAT WOULD TECOME U2 THEN.

COMMISSIONER WEBBER: THE WORDING AGAIN.

TRIPLEHORN: THAT ThE BOARD FAVORS INCREASED IN-STATE USE OF

ROYALTY INTERESTS SUCH AS CONSTRUCTION OF A NEW REFINERY.

CHAIRMIN I.YON: IT'S KIND OF HARD TO ARGUE.

TRIPLEHORN: YES, IT'S A MOTHERHOOD THING.

CHAIRMAN L/ON: IS THAT ITSELF AN AMENDMENT?

TRIPLEHORN: THAT V/OULD BE YES,, THAT WOULD BECOME . . .

CHAIRMAN LYON: I THEN WILL SECOND THAT. ARE WE READY TO VOTE

ON THAT AMENDMENT?

DONALD WOLD: BOARD FAVORS INCREASED USE OF ROYALTY OIL FOR IN­

STATE REFINING.
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CHAIRMAN LYON: IT'S ROYALTY INTERESTS - IT'S GENERAL, IN-STATS

USE OP ROYALTY INTERESTS, BECAUSE THEY'D PROBABLY SAY ROYALTY 

OIL AND GAS INTERESTS.

COMMISSIO SR WEBBER: THEN THE REST OF IT AFTER INTERESTS WAS

w h a t ;

TRIPLEHOKN: SUCH AS CONSTRUCTION OF A NEW REFINERY.

DONALD WOLD: THAT'S #2.

TRIPLEHORN: THAT WILL NOW BE if 2.

DONALD WOLD: THE BOARD FAVORS INCREASED USE OF IT'S ROYALTY.

CHAIRMAN LYON: INCREASED IN-STATE USE.

TRIPLEHORN: YES, THAT'S THE CRITICAL WORD.

DONALD WOLD: OF IT'S ROI uTY INTERESTS SUCH AS CONSTRUCTION OF

A NEW REFINERY.

COMMISSIONER WEBBER: ALRIGHT THEN, UNDER if3 THERE ARE SOME

CHANGES, A NEW if3.
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TRIPLEHORN: RIGHT. NEW #3. #3 (a) V/OULD 3E AS FOLLOWS,

FINANCING AND THEREFORE THE TIMING OF THE PROPOSED PROJECT IS 

CURRENTLY UNCERTAIN AND IT IS NOT IN THE STATE'S BEST INTEREST 

TO CONCLUDE THE CONTRACT UNTIL THE PROJECT IS READ! TO MOVE 

FORWARD. GOT THAT ONE?

WEBBER: ONE MORE TIME.

TRIPLEHORN: FINANCING AND THEREFORE THE TIMING OF THE PROPOSED

PROJECT IS CURRENTLY UNCERTAIN AND IT IS MOT IN THE STATE'S BEST 

INTEREST TO CONCLUDE, I THINK IT WOULD BE BETTER TO SAY THIS 

CONTRACT.

CHAIRMAN LYON: OKAY.

TRIPLEHORN: TO CONCLUDE THIS CONTRACT UNTIL THE PROJECT IS

READY TO MOVE FORWARD.

CHAIRMAN LYON: I WOULD OBJECT TO THAT BECAUSE I - OUR OTHER

OBJECTION - PART OF THE (TAPE RUNS OUT)

TRIPLEHORN: YES, THAT'S GOOD.

| COMMISSIONER WEBBER: CONTRACT UNTIL WHEN?

TRIPLEHORN: UNTIL THE PROJECT IS READY TO MOVE FORWARD. I T’S
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WORDY BUT I THINK IT DOES THE JOB.

CHAIRMAN LYON: IT'S SHORTER THAN THE ORIGINAL.

TRIPLEHORN: AND THEN "B" WILL BE YOUR. . .

CHAIRMAN LYON: YES.

COMMISSIONER WEBBER: IT'S ALREADY DONE.

DONALD WOLD: AND THE CURRENT H2 IS OUT?

TRIPLEHORN: THF if2 THAT'S THERE NOW BECOMES #3 DON. NOW WITH

THAT THE BOARD DISAGREES AND THEN WE HAVE THE REASONS UNDER THAT 

ARE "A" AND "B" THAT WE'VE JUST DISCUSSED.

DONALD WOLD: MR. CHAIRMAN.

CHAIRMAN LYON: YES DON.

DONALD WOLD: IB’ THIS IS WHERE YOU'RE GOING TO END, PERHAPS YOU

COULD HAVE SANDY TAKE A CLEAN COPY OR THE ORIGINAL COPY AND PENCIL 

THAT IN SO YOU'LL HAVE SOMETHING TO SIGN BEFORE YOU LEAVE. SANDY

HAS A HANDWRITING THAT IS READABLE.

CHAIRMAN LYON: SOMEBODY HAS WRITTEN ALL OVER MY ORIGINAL. DO

YOU HAVE ANOTHER COPY DON? TYPING THE RESOLUTION IS ACADEMIC 

ISN'T IT - THE RESOLUTION IS A MATTER OF RECORD - CLEARLY IN
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THE RECORD. IT CAN BE TYPED LATER, OR SHOULD IT BE WRITTEN OUT 

NOW AND SIGNED.

ANNE PREZYNA: IT CAN BE WRITTEN OUT NOW AND TYPED LATER.

DONALD WOLD: Y O U ' L L  WANT TO HAVE SOMETHING TO T A K E .  . .

CHAIRMAN LYON: WELL IT PROBABLY SHOULD BE TYPED TO GIVE TO THE

LEGISLATURE WE CAN HANDLE THAT CAN'T WE?

DONALD WOLD: BUT YOU'LL WANT TO READ THOSE THINGS. WHATEVER.

COMMISSIONER KATZ: I HAVE TO LEAVE IN A COUPLE OP MINUTES FOR A

MEETING, COULD YOU READ THE THING IN IT'S PINAL FORM?

CHAIRMAN LYON: YES, I CAN DO THAT NOW WHILE WE'RE WRITING -

WHILE W E’RE SIGNING IT COULD BE A LITTLE DIFFERENT. NOW, THE 

THEREFORE SAYS THE BOARD FINDS AS FOLLOWS:

1. THAT THE COMMISSIONER OF NATURAL RESOURCES HAS FOLLOWED

THE BOARD POLICIES AND APPLICABLE STATUTES AND REGULATIONS 

RELATING TO THE DISPOSAL OF OIL AND GAS ROYALTY INTERESTS.

2. THAT THE BOARD FAVORS INCREASED IN-STATE USE OF ITS ROYALTY 

INTERESTS SUCH AS CONSTRUCTION OF A NE. REFINERY.

3. THAT THE BOARD DISAGREES THAT THE SALE OF THE ROYALTY OIL

INTERESTS TO DOYON, LTD. AS PER THE AGREEMENT IS IN THE

BEST INTEREST OF THE STATE BECAUSE
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(a) THAT FINANCING AND THEREFORE TIMING OF THE PROPOSED 

PROJECT IS CURRENTLY UNCERTAIN AND IT IS NOT IN THE 

STATE'S BEST INTEREST TO CONCLUDE A CONTRACT UNTIL 

THE PROJECT IS READY TO MOVE FORWARD.

(b) THE PROVISION FOR DELAYED PAYMENT OF THE RESERVATION 

FEE ACCORDING TO PARAGRAPH 2.10 OF THE CONTRACT CREATES 

AN UNACCEPTABLE BIAS AGAINST COMPETITORS.

SHOULD ANYTHING ELSE BE INCLUDED? EVERYBODY UNDERSTAND THE 

RESOLUTION? THIS WILL BE THEN REDUCED TO WRITING AND SIGNED.

OKAY, THOSE IN FAVOR OF THE MOTION AS PRESENTED SAY AYE.

TRIPLEHORN: IS THIS BY ROLL CALL?

CHAIRMAN LYON: DR. TRIPLEHOR I.

TRIPLEHORN: AYE.

CHAIRMAN LYON: COMMISSIONER WEBBER.

COMMISSIONER WEBBER: AYE.

CHAIRMAN LYON: THE CHAIRMAN VOTES AYE. IT IS UNANIMOUS.
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The members were briefed by Tai Kyung Kim, Executive Vice PYesident, Sun Eel 

Alaska Corporation, and Tae 11 Kim, President, Sun Eel Shipping Company, Ltd.,

Korea. Bob LeResche, Commissioner of Natural Resources, aF.so testifi;d.

Tai K. Kim stated that Korea has few natural resources, anbi depends heavily upon 

imports. After the oil crisis, the Korean government begam looking for a reliable 

sources of coal as an alternative. Alaskan coal was decided upon, for several 

reasons: (l) the U.S. is the most friendly nation to Korea, (2) the shipping time

between Alaska and Korea is only 10 to 11 days, (3) Alaskans have been very open 

and cooperative and (A) many other sources of coal are heavily invested in by 
Japanese interests.

Mr. T. K. Kim stated that they had test-fired 28,000 short tons of Hea 1 y coal,

It burns well, but the low calorific content of the coal lessens its competitiveness, 

although lov transportation costs help make up the difference. There is the 

possibility of mixing petroleum cole from royalty oil with the coal, to produce 

a highly competitive hlgircalorie product.

Mr. T. K. Kim test i f ied that from 1980 ouvard, no new oil-fflred power generation 

plants will be built in Korea. There are 1^ 900 megawatt nuclear generation plants 

planned, but these require very large capital investments When Korea acquires 

a secure long-term source of coal— and with the advene of llarger ships— it. will 

move towards much more extensive use of coal. Alaska could help develop this 

export market by providing for the infrastructure (railroad and port facilities) 

thus reducing the operation costs and making the coal more competitive.

Mr. T. I. Kim stated that the test shipment was satisfactory. They hope to have 

Korean coal-fired plants totally dependent on Aiaskan coal..
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Commissioner LeResche testified that Alaska is on the threshold of becoming a major 

coal exporter. Only a small amount of financing is required. The state needs to do 

four things: (l) develop a small-scale interior coal export infrastructure

immediately, (2) endorse a state policy in favor of promoting coal exports,

(3) establish policy on coal severance tax and royalties and (4) establish an 

Alaska Surface Mining and Reclamation Act, designed to meet Alaskan criteria.
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U . S .  J u s t i c e  D e p a r t m e n t .
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ma de  i n  h i s  l e t t e r ,  he  p e r s o n a l l y  t o l d  L o e f f l e r  t h a t  h e  t h o u g h t  t h e  
FERC C o m m i s s i o n  w o u l d  a p p r o v e  t h e  s e t t l e m e n t  a g r e e m e n t .  L o e f f l e r  s t a t e d  
t h a t  i n  m a k i n g  t h e  s e t t l e m e n t  a g r e e m e n t ,  p r o b a b i l i t i e s  o f  d i f f e r e n t  
a l t e r n a t i v e s  w e r e  j u d g e d ,  a nd  t h e  r e s u l t  i s  h i s  b e s t  I n f o r m e d  j u d g m e n t .
N o t i n g  t h a t  t h e  b u r d e n  o f  p r o o f  i n  t h i s  c a s e  i s  on t h e  S t a t e ,  t h a t  t h e
C o m m i s s i o n  c o u l d  h a n d l e  t h e  c a s e  i n  a wa y  t h a t  c o u l d  l e a d  t o  i t s  d i s m i s s a l ,  
and t h a t  t h e  p o s s i b i l i t y  < f  g e t t i n g  a d o l l a r  s e t t l e m e n t  f r o m  FERC i s  n o t  
g o o d ,  he  u r g e d  t h e  L e g i s l a t u r e  t o  a c c e p t  t h e  s e t t l e m e n t  a g r e e m e n t .

Co n d o n  e x p l a i n e d  t h a t  l a s t  y e a r  t h e  m i n o r i t y  me mb e r s  o f  t h e  H o u s e  u r g e d  
t h a t  a s e t t l e m e n t  be n e g o t i a t e d .  A f t e r  m e e t i n g s  w i t h  ma n y  a t t o r n e y s ,  a 
w h i t e  p a p e r  wa s  p r e s e n t e d  t o  t h e  G o v e r n o r ,  who t h e n  d i r e c t e d  t h a t  a 
s e t t l e m e n t  a g r e e m e n t  wa s  a p p r o p r i a t e .  The J u s t i c e  D e p a r t m e n t  a n d  FERC w e r e  
a l s o  p r e s e n t e d  w i t h  t h e  w h i t e  p a p e r .
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L o e f f l e r  b e l i e v e s  t h e  p i p e l i n e  c o m p a n i e s  w i l l  a c c e p t  t h e  s e t t l e m e n t  
a g r e e m e n t ,  a s  i t  w i l l  b r i n g  t h e i r  c o s t l y  l i t i g a t i o n  t o  a n  e n d ,  a n d  a d d  
c e r t a i n t y  t o  t h e  t a r i f f  i s s u e .  H o w e v e r ,  t h e  s e t t l e m e n t  d o e s  e x p i r e  
i n  t e n  y e a r s ,  s o  a c o n t r o v e r s y  o n r a t e  m a k i n g  m e t h o d o l o g y  c o u l d  b e g i n  
a n e w a t  t h a t  t i m e .

R e p r e s e n t a t i v e  H a l f o r d  mo v e d  t h a t  t h e  C o m m i t t e e  g o  i n t o  E x e c u t i v e  S e s s i o n  
t o  d i s c u s s  m a t t e r s  t h a t  d i r e c t l y  a f f e c t  t h e  f i n a n c e s  o f  t h e  S t a t e .  
U n a n i m o u s  c o n s e n t  wa s  a s k e d .

EXECUTIVE SESSION 
(NO MINUTES TAKEN)

R e p r e s e n t a t i v e  R a n d o l p h  e x p r e s s e d  c o n c e r n  o v e r  t h e  G o v e r n o r ' s  d i r e c t i o n  
t h a t  he  w i l l  a c c e p t  t h e  s e t t l e m e n t  a g r e e m e n t  u n l e s s  t h e  L e g i s l a t u r e  
d i s a p p r o v e s  i t .  R a n d o l p h  f e e l s  mo r e  t i m e  i s  n e e d e d  t o  a d e q u a t e l y  d e c i d e  
t h e  i s s u e .

Co n d o n  s t a t e d  t h a t  i f  t h e  L e g i s l a t u r e  t a k e s  no a c t i o n ,  t h e  G o v e r n o r  c a n  
i n d e e d  a c c e p t  t h e  s e t t l e m e n t ,  b u t  s t a t e d  he i s  c o m m i t t e d  t o  s e t t l i n g  t h r e e  
i s s u e s  p r i o r  t o  a c c e p t a n c e :  1)  r a t e s  t o  F a i r b a n k s  2) q u a l i t y  b a n k  i s s u e
3) o p p o s i t i o n  o f  t h e  J u s t i c e  D e p a r t m e n t  t o  t h e  s e t t l e m e n t ' s  1 0 - y e a r  
l i f e  s p a n .  Co n d o n  s e e s  l i t t l e  r i s k  o f  l o s i n g  t h e  g a i n s  i n  t h e  c u r r e n t  
s e t t l e m e n t  b y  n o t  r a t i f y i n g  i t  r i g h t  a w a y .

R e p r e s e n t a t i v e  C o t t e n  e x p r e s s e d  c o n c e r n  o v e r  t h e  a f f e c t  o f  p o s s i b l e  
d e r e g u l a t i o n  o f  p i p e l i n e s  on t h e  s e t t l e m e n t .  C o n d o n  f i n d s  t h e  p o s s i b i l i t y  
o f  d e r e g u l a t i o n  l o w ,  w h i c h  he  c o n s i d e r s  a p o i n t  i n  f a v o r  o f  t h e  
s e t t l e m e n t  a g r e e m e n t .

J a c o b  B i l l i g ,  B i l l i g ,  S h e r  & J o n e s ,  C o u n s e l  t o  MAPCO,  r e p r e s e n t i n g  N o r t h  
P o l e  Re f  i n e r y , s t a t e d  t h a t  N o r t h  P o l e ' s  a b i l i t y  t o  c o m p e t e  i n  t h e  r e f i n e r y  
i n d u s t r y  i s  d e p e n d e n t  on t h e  w e l l  h e a d  p r i c e  o f  t h e  o i l  a nd  t h e  TAPs 
t a r i f f  c h a r g e .  The  s e t t l e m e n t  a g r e e m e n t  w i l l  h a v e  t'.n a d v e r s e  a f f e c t  on 
N o r t h  P o l e ,  a s  t h e  i n c r e a s e  i n  t h e  w e l l  h e a d  p r i c e  w i l l  me a n  i n c r e a s e d  
c o s t s  t o  t h e  c o n s u m e r ,  a nd t h e  a g r e e m e n t  f a i l s  t o  a c c o r d  a n y  r e f u n d s  o f  
t h e  t a r i f f  c h a r g e s  p a i d  b y  N o r t h  P o l e  s i n c e  1 9 7 7 .  B i l l i g  w o u l d  l i k e  t o  
s e e  a l o w e r  t r a n s p o r t a t i o n  r a t e  t o  V a l d e z ,  a nd an a d j u s t m e n t  i n  t h e  
i n t r a s t a t e  r a t e .  P. o we v e r ,  i f  t h e s e  m a t t e r s  a r e  r e s o l v e d ,  a s  t h e  A t t o r n e y  
G e n e r a l  h a s  i n d i c a t e d  t h e y  w i l l  b e .  N o r t h  P o l e  R e f i n e r y  w o u l d  f a v o r  t h e  
s e t  t l e m e n t .

R e p r e s e n t a t i v e  C o t t e n  s t a t e d  t h a t  t h e r e  i s  no r e a l  s e t t l e m e n t  f o r  t h e  
L e g i s l a t u r e  t o  r a t i f y  u n t i l  a l l  l o o s e  e n d s  a r e  t i e d  u p ,  a nd t h a t  t i m e  i s  
t o o  s h o r t  f o r  t h e  L e g i s l a t u r e  t o  h a v e  s i g n i f i c a n t  i n v o l v e m e n t  i n  t h e  
s e t t l e m e n t  a g r e e m e n t .

Bu r t  S h a r p ,  C o m p t r o l l e r ,  G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n ,  F a i r b a n k s , 
i s  c o n c e r n e d  a b o u  t h e  i n c r e a s e d  c o s t  t o  t h e  c o n s u m e r  t h e  s e t t l e m e n t  
a g r e e m e n t  w o u l d  p r o v i d e .  A t a r i f f  ( t r a n s p o r t a t i o n )  r e d u c t i o n  o f  $ 1 . 3 5  
p e r  b a r r e l  i s  b e i n g  r e a l i z e d  i n  an e q u a l  i n c r e a s e  i n  w e l l  h e a d  v a l u e .  
B e c a u s e  o f  t h e  l o c a t i o n  o f  b o t h  t h e  N o r t h  P o l e  R e f i n e r y  a nd GVEA a l o n g  
t h e  p i p e l i n e ,  t h e y  p a y  a p e r c e n t a g e  r a t e  o f  w e l l  h e a d  v a l u e ,  a n d  a n y
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i n c r e a s e  i n  w e l l  h e a d  v a l u e  i n c r e a s e s  t h e  c o s t  t o  c o n s u m e r s .  He 
s u g g e s t e d  t h a t  a m e c h a n i s m  b e  d e v i s e d  s o  t h a t  t h e  A l a s k a  u s e r s '  c o s t  
o f  c r u d e  w o n ’ t  i n c r e a s e ,  and u r g e d  p r o p e r  r e s o l u t i o n  o f  t h e  q u a l i t y  
b a n k  i s s u e .

K e v i n  M c C a r t h y ,  C o u n s e l .  J o i n t  Ho u s e  O i l  and Gas C o m m i t t e e , e x p r e s s e d  
o p p o s i t i o n  t o  t h e  s e t t l e m e n t  a g r e e m e n t ,  s t a t i n g  a l l  t h e  S t a t e  h a s  t o  
l o s e  i f  i t  d o e s n ' t  a c c e p t  t h e  s e t t l e m e n t  i s  a t t o r n e y s '  f e e s .  He c i t e d  
a s  p r o b l e m s  t h e  1 0 - y e a r  l i f e  o f  t h e  a g r e e m e n t ,  t h e  r i s k  o f  d e r e g u l a t i o n ,  
and t h e  t a c t  t h a t  t h e  a t t o r n e y s  r e p r e s e n t i n g  t h e  g o v e r n m e n t  i n  TAPs  
s i n c e  1 977 ( Jo hn C l e a r y ,  Ed Turney,  T e r r y  L i n d s n e r )  h a v e  n o t  p r e s e n t e d  
t l i e l r  o p i n i o n  on t h e  s e t t l e m e n t .  He s t a t e d  t h a t  c h e a p  t r a n s p o r t a t i o n  i s  
n e c e s s a r y  t o  t h e  f u t u r e  d e v e l o p m e n t  o f  t h e  N o r t h  S l o p e ,  a n d  v i e w s  t h e  
l o n g  t i m e  f r a m e  o f  t h e  l i t i g a t i o n  o f  t h e  c a s e  a s  a n  o p p o r t u n i t y  f o r  
r e f u n d s  t o  c o n t i n u e  a c c u m u l a t i n g .  Mc C a r t h y  c o n c l u d e d  b y  s a y i n g  t h a t  i f  
t h e  L e g i s l a t u r e  d i s a p p r o v e s  t h i s  s e t t l e m e n t  a g r e e m e n t ,  t h e y  w i l l  p r o b a b l y  
h a v e  a b e t t e r  o n e  b e f o r e  t he m i n  s e v e r a l  m o n t h s .

J e r r y  Mc C u t c h e o n  e x p r e s s e d  o p p o s i t i o n  t o  t h e  s e t t l e m e n t ,  s t a t i n g  t h a t  
t h e  f a c t  t h  S t a t e  i s  n e g o t i a t i n g  i s  d e l a y i n g  FERC' s  s e t t l e m e n t  o f  t h e  
c a s e .

Re p r e s e n t a t i v e  H a l f o r d  s u g g e s t e d  t h a t  t h e  C o m m i t t e e  g o  t h e  G o v e r n o r  
t o  d e t e r m i n e  t h e  p o t e n t i a l s  on d e f e r r i n g  a c t i o n ,  a n d  a s k e d  t h a t  a n o t h e r  
m e e t i n g  be h e l d  on t h e  TAPs s e t t l e m e n t ,  w i t h  C l e a r y ,  Tur ne y ,  a n d  L i n d s n e r  
p r e s e n t .

The m e e t i n g  wa s  a d j o u r n e d  a t  6: 5 0 p . m.
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J o i n t  Meeting 
o f

The Senate Resources Cormittee and th e  House O i l  and Gas Conmittee
t o

Review th e  Proposed TAPS L i t i g a t i o n  Set t lement

Thursday, May 12, 1982 
3 P.M.

House Finance Room, Capi to l  Bui lding

Senate  Resources Cormittee House Oil  and Gas Committee

Sen. Bet tye  Fahrenkamp -  Chairman
Sen. Bradley
Sen. E l iason
Sen. F isch e r
Sen. Gilman
Fan. Mulcahy
Sen. Sturgulewski

Rep. Rick Halford  -  Chairman 
Rep. Bylsma 
Rep. Cotten 
Rep. Montgomery■
Rep. Randolph 
Rep. Rogers 
Rep. Vaska

Agenda

1. Department of  Law, In t roduc t ion  o f  Counsel

2. Review o f  TAPS l i t i g a t i o n ,  Phase I  and A dm inis t ra t ive  lav; Judge 
Kane's d ec is ion  -  by D.C. Counsel

3. L e g i s l a to r s  -  comments -  motions

4. Executive Session

5. Adjournment
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J A C O B  P. B IL L IG  
T E R R E N C E  D . J O N E S  
S T A N L E Y  O . S U E R  
J O H N  R . A T T A N A S IO
m a r c  j .  F i n k

J E F F R E Y  F. L A W R E N C E  
M A R K  J .  F R IT Z  

A N T H O N Y  J .  C IC C O N E , J R .  

D O R O T H Y  L . N IC H O L S  
S A N D R A  L . R IC H A R D S O N

LAW OFFICES
BILLIG, S H E B  & J O N E S . P. C.

SUITE 300 
2033 K STREET. N. W.

WASHINGTON, D. C. 20006
TEL.(2 02) 223 -8270 

CABLE: S IS JO  
TELEX: 65-569

May 1 3 ,  1982

Thi. H o n o r a b l e  B e t t y e  F a h r e n k a m p h ,  C h a i r m a n  
S e n a t e  R e s o u r c e s  C o m m i t t e e

The H o n o r a b l e  R i c k  H a l f o r d ,  C ha irm an  
House O i l  and Gas C o m m i t t e e

D ear  S e n a t o r  F a h re n k a m p h  an d  R e p r e s e n t a t i v e  H a l f o r d :

In  r e f e r e n c e  t o  t h e  w r i t t e n  summary w h i c h  h a s  b e e n  p r e p a r e d  
o f  t h e  May 7 ,  19 82 TAPS S e t t l e m e n t  H e a r i n g s ,  w e  w o u l d  l i k e  t o  
r e q u e s t  t h a t  t h e  a d d i t i o n a l  tw o  p o i n t s ,  n o t  s e t  f o r t h  i n  t h e  
s u m m a r y ,  b e  i n d i c a t e d  s i n c e  t h e y  w e r e  p a r t  o f  o u r
p r e s e n t a t i o n  o f  t h e  p o s i t i o n  o f  t h e  N o r t h  P o l e  R e f i n e r y :

1 .  The i n t r a s t a t e  t a r i f f  r a t e  f r o m  Pump S t a t i o n  SI t o
N o r t h  P o l e  s h o u l d  be a d j u s t e d  i n  a m a n n e r  so t h a t  
t h e  d e l i v e r e d  c o s t  o f  c r u d e  o i l  d o e s  n o t  i n c r e a s e  
a s  a r e s u l t  o f  t h e  s e t t l e m e n t .

2 .  The Q u a l i t y  Bank l i t i g a t i o n  b e  r e s o l v e d .

We w o u ld  r e q u e s t  t h a t  t h i s  c l a r i f i c a t i o n  be i n c l u d e d  i n  t h e  
o f f i c i a l  s u m m a r y  o f  t h e  h e a r i n g .  F o r  t h e  r e c o r d ,  I  am 
a t t a c h i n g  a w r i t t e n  c o p y  o f  t h e  t e x t  o f  my May 7
p r e s e n t a t i o n .

Very t r u l y  y o u r s ,

. J a c o b  P. B i l l i g  /
C o u n s e l  t o  N o r t h  P o l e  R e f i n e r y

E n c l o s u r e
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M A Y  7, 1982 S T A T E M E N T  O F  J A C O E  P. BILLIG 
O N  B E H A L F  O F  T H E  N O R T H  P O L E  R E F I N E R Y  

T O  T H E  A L A S K A  LEGISLATURE'S JOINT G A S  PIPELINE C O M M I T T E E

We appear here today on behalf of North Pole Refinery which 
operates the only refinery in the Interior of Alaska at Fairbanks. As 
m a n y  of you are aware, this Refinery has been in operation since 
August of 1977. Since that time it has been furnishing refined 
products, including jet fuel, home heating oil and turbine fuel, to the 
citizens of the Interior of Alaska. In addition, the Refinery serves 
the outlying Bush areas and has recently begun selling jc4. fuel in the 
Anchorage market thus reducing the dependency of that market on 
West Coast suppliers.

The abil i ty  of any in t e r io r  R ^finery to compete in th e se  m arkets  
i s ,  subs tan t ia l ly  dependen t  upon two in te r re la ted  factors :

(a) the  well head p r ice  of th e  oil; and

(b) i ts  TAPS ta r i f f  c h a rg e s .

We are  a p p ea r in g  h e re  today because  uoth of these  f a c to r s  are 
a f fec ted  by  i t s  proposed sett lement of the T ra n s  Alaska Pipel ine case 
p e n d in g  in Washington b e fo re  the  Federal Energy R egu la to ry  
Commission. Before a d d re s s in g  the  merits of the proposed se tt lement  
ag reem en t ,  I should point out tha t  the North Pole Ref inery  
t r a n sp o r ta t io n  cos ts ,  and  in tu rn  the cost to consumers  in th e  
In te i ’ior of Alaska,  are d i rec t ly  impacted by a va r ie ty  of t a r i f f  r a te s  
and  ch a rg es  a s se s sed  by the  TAPS c a r r i e r s .  T h u s ,  in addi t ion  to 
th e  ta r i f f  ch a rg e  for the t r a n sp o r ta t io n  of oil from Pump Sta t ion  1 to 
Valdez which tho Ref inery pays  with respec t  to some 30,000 b a r r e l s  
p e r  day ,  it  also pays  a t ran sp o r ta t io n  ra te  with r eg a rd  to the  
movement of oil from Pump Station 1 to the North Pole R ef ine ry  at 
F a i rb a n k s .  In addit ion,  the  c a r r i e r s  have  as se s sed  a so-cal led  
Quali ty  Bank ch arge  on the  North Pole r e t u r n  oil movements.  This  
c h a rg e  is c u r r e n t ly  at n ra te  of 15 cen ts  pci degree  API o r  
approximate ly  $2.10 p e r  b a r r e l  of p ro d u c t .  Under  the methodology 
which the c a r r i e r s  have p ro p o sed ,  the Quality Bank charge  could 
exceed  $5 a b a r r e l .

Since 1977, the North Pole Refinery has  been  seeking  in va r ious  
l i t igat ions  to secure  reasonable  r a t e s  and ch a rg e s  for  i ts movements
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from the T A P S  carriers. To a certain degree it has been successful 
before the Alaska Pipeline Commission, predecessor to the A P U C ,  in 
securing a mileage-based rate for t‘he movements to North Pole. 
However, that rate is presently being challenged by the carriers in 
court. With regard to the rate to Valdez, there has been an initial 
decision by the F E R C  Administrative Law Judge, Judge Kane. The 
Quality Bank case is pending before the same judge. Thus, in 
neither case has there been any final resolution by the FERC.

The settlement agreement proposes to deal with only one aspect 
of North Pole's transportation charges —  the rate to be assessed for 
the Valdez movement. It does not seek to settle the controversies 
still outstanding with the T A P S  carriers with respect to the 
intermediate point rate to North Pole or the Quality Bank charge. 
The fact that the proposed settlement addresses only a small part of 
its problems with the T A P S  carriers is a major difficulty which the 
North Pole Refinery has with it.

Insofa r  as the  In te r io r ' s  i n t e r e s t s  are concerned ,  'it i s  in  any  
event  c lear  tha t  the effect  of th e  proposed settlement u p o n  th e  
R ef ine ry  and i t s  customers will b e  adverse .  The Fairbanks  r a t e  is 
c o n s t ru c te d  as a p e rcen tage  of the  Valdez r a te s .  An in c re a se  in  the  
i n t e r s t a t e  Valdez ra te  th u s  would mean, if adopted for i n t r a s t a t e  
p u r p o s e s  as is l ikely, an in c re a se  in the  in t ra s ta te  F a i rbanks  r a t e .  
On the  o th e r  h a n d ,  a decrease  in the  Valdez r a te  would also r e s u l t  in 
in c re a se d  costs  to the  In te r io r  s ince  it  would r e su l t  in an i n c r e a s e  in 
t h e  well head p r ice .  In th is  r e s p e c t ,  u n d e r  the settlement which has  
been  p ro p o sed ,  th e  cost p e r  b a r r e l  of oil p roduc ts  will i n c r e a s e  b y  
$1.37. This  is a cost,  un less  t h e r e  is a countervai ling r e d u c t io n  in 
the  in ti  e s ta te  Fa i rbanks  r a t e ,  which would have to be b o rn e  b y  the  
consumers  in the  In te r io r  of Alaska as well as in the Bush .  It would 
also ser iously  disable ef for ts  to supply  needed fuels  to the  A n ch o rag e  
market which are  sh ipped on the Alaska Railroad.

Final ly,  the  Refinery has  diff iculty with the  proposed se t t lem en t  
because  it fails to accord any r e fu n d s  of ta r i f f  charges  which have  
been  paid  by North Pole since th e  early par t  of 1978. As a pub l ic  
company with a d u ty  to its s tockho lde rs  as well as  to i ts c u s to m e rs  in 
main tain ing a viable re f ine ry  opera t ion ,  the North Pole R e f in e ry  
cannot  overlook these  Tv f u n d s .

The  in te re s t s  of the  North Pole Refinery and the e n e r g y  
consumer  in Alaska which I have  descr ibed  were initially no t  fully
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u n d e r s to o d  and  taken  in to  account  in reaching  the  p r o p o s e d  
se t t lement .  We were pleased and gra t if ied  to h e a r  t o d a y  from t h e  
A t to rney  General thaf  th is  will be  rect ified and th a t  t h e  i s s u e s  I h a v e  
outl ined will be resolved as a condition to any accep tan ce  of t h e  
se t t lem en t .  Assuming th e '  th e  r a te  and Quality Bank i s s u e s  a r e  
reso lved  in a manner  whic.. meets Alaska ene rgy  n e e d s ,  t h e  N o r th  
Pole Ref inery  will fully s u p p o r t  the  proposed se tt lement .

(In answer  to a ques t ion  from a member of the Committee ,  I 
clar ified  tha t  Nor th Pole's position is not tha t  th e r e  m u s t  b e  h i g h e r  
r a t e s  to Valdez in o rd e r  to s e rv e  i t s  i n t e r e s t s .  I po in ted  ou t  t h a t  
while a lower ra te  to Valdez does d isadvantage North Pole an d  t h e  
In te r io r  in t h a t  it  r e su l t s  in an increased  well head p r i c e ,  we b e l ieved  
th i s  could and should be handled  by  adjus t ing  dow nw ard  th e  
in t r a s t a t e  r a te  to North Pole. In this r e spec t ,  I n o ted  t h a t  t h e  
movement of the "bot t leneck” to a point south  of the  R e f in e ry  made it 
reasonable  to accord such red u c t io n . )

Jacob P. Billig
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T h e  Honorable J almar Kerttula 
President, A l a s k a  State Senate 

~ and '• • • ■ ■ *• •
T h e  Honorable Joe Hayes 
Speaker o f  the House 
A laska Sta te  Legislature 
P o u c h  V
Juneau, A l a s k a  99811

D e a r  Mr. P r es i de n t and Mr. Speaker:

I previously sent you a letter concerning the settlement of 
the Trans Al a s k a  Pipeline System |§j|a£S|| rate case, w h i c h  
basically stated that I intended to proceed with the 
proposed settlement unless the Legislature passed a re s ol u­
tion disapproving the settlement. I stated that I 3till 
believed this proposed settlement was in the best interest 
of the State and that it w o u l d  immediately increase State 
revenues b y  $200 million per year. This was concluded to be 
b etter than the expected present value of the various 
possible o ut c o m e s  of the litigation. Moreover it w o u l d  give 
p r e se n t ce r t a i n t y  to a dispute that otherwise may very well 
continue into the next decade and in the process incur addi­
tional C O S  t 3 •

\I asked for legislative participation because this issue has 
tremendous financial consequences to the S t a t e v : The 
response thus far has been at best skeptical due, in large 
part, to the recently emerging opposition of various other 
parties in the litigation, such as the F.E.R.C. staff. 
Although that opposition arises as a result of the different 
a n d  separate interests of those parties, it nonetheless has 
r a i s e d  con.jrns for many legislators. In addition, even if 
a negating resolution is not passed, there will remain a 
substantial cloud over the settlement. Silence will n o t  be 
seen a. support.

I do not believe that the interests of the State are well 
served if an issue of this magnitude is settled with such a 
pall hanging ever it. Moreover, unfortunately, because of 
the timing of the settlement process and the upcoming 
changes in both the administration and the Legislature, 
d e l a y  would likely simply substitute for abandonment.

y t  i v .

"Hi*- ’ .. -. V-Vi.
• ~ ! § r  — {ft;



The Hon. J&lmar Kerttula -2- H ay 14 r 1982
The Hon. Joe Hayes

The i ssue must be resolved one way or another this session. 
F or m e  to approve it requires that the Legislature show 
s up p or t for the proposed settlement. M y current perception 
of the legislative attitude is one of doubt. VThethor that 
p e r c e p t i o n  i3 accurate or even if the Legislature as a whole 
a c t u a l l y  supports the settlement, I am now concerned that 
this perception will not b e  dispelled by the failure to pass 
an o p p o s i n g  resolution. T herefore, I have.decided.not_to 
p r o c e e d  with t h e _ s e t t l e m e n \  unless the Legislature passes a 
r e s o l u t i o n  supporting the'settlement.' ' 7’

Several  legislators have suggested that the m at t e r  be 
r e f e r r e d  to an interim committee for two to three months and 
then ha v e the committee report its decision to the executive 
branch. I do not think this is an acceptable alternative.
It is m o s t  preferable to the State to have this case decided 
expeditiously if__we _cannot achieve a settlement. As long as 
the s e tt l em e nt  process coxxtinues the F.E.R.C. w i l l  not 
s eriously consider deciding.the case. We a l r e a d y  have 
d i r e c t  knowledge- that^the F.E.R.C. has put the case on its 
"back burner" while our settlement discussions have been 
ongoing. Delay favors the pipeline companies. The longer 
the d e l a y  in resolving the case, the more difficult it wi l l 
be for the F.E.R.C. to order the substantial refunds and the 
d ra m at i ca l ly  lower rates that would hr the best possible 
out co m e for the State.

A  d ec is i on  to t >b s  jEor a potential big victory in the 
future or to take $200 million per year now is a m ajor 
p ublic policy decision. I t is a3 much an important po licy 
d e c i s i o n  as decisions on operating or capital budgets, 
s pe nding l i m i t s , or other important State matters. As such, 
I believe legislative participation in this 'decision is mo s t 
appropriate. While I remain confident that we have 
n eg o ti a te d  the possible settlement, I will not proceed 
unless you approve it.

Sincerely,

J ay S. Hammond 
Governor

bcc: Attorney General Wil Condon 
S us an  Greene 

J S Hz l sg
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JAY S. HAMHOHO, GOVERNOR

POUCH K  - STATE CAPITOL 
JUNEAU. ALASKA 99811 
PHONE: (907) 465-3600

DEPARTMENT OF LAW

OFFICE OF THE ATTORNEY GENERAL

May Ik , 1982

The Honorable
Richard W, Halford 

House of Representatives 
Alaska State Legislature 
Pouch V
Juneau. Alaska 99811

Dear Representative Halford:

Although there has not yet been a fom.al communication, 
I understand that the Joint Gas Pipeline Committee is inclined 
toward disapproving the proposed TAPS settlement. In addition, I 
understand that there is also a desire of r.any members to see 
Phase II settled by itself.

Fi~st, I would like to commend the committee for its 
handling of a very difficult and complex matter. Although I 
disagree with your conclusions, mv staff and I were very i m­
pressed by the deliberation and care taken by members of the 
committee. The inquiry was thoughtful, the questioning intelli­
gent, and the care taken was evident. The members are to be 
congratulated and thanked for the time invested at a point in the 
session when many other issues were pressing. Even though I do 
net concur with the result, the committee's decision was made in 
a very responsible and intelligent manner.

Although I will attempt to settle Phase II of the case, 
in my opinion, the possibility of getting a reasonable settlement 
w i t h  the companies is very slim.

Based on my discussion with their in-house counsel as 
recently as this week, I believe that they view Phase II as a 
meats of delaying the ultimate resolution of Phase I. Since the 
"big dollars"’are tied in with the Phase I issues, their perce-- 
tion is that dragging out the entire proceeding works to their 
advantage since thev continue to collect a weighted average 
tariff of S6.00 per 'barrel while the case continues. Nor do they 
see <;ny significant litigation costs associated with this tactic. 
Since their Phase II case preparation has been completed, their 
major expenditure on the case is over. In short, they believe 
that ;ime is on their side and that Phase II is our Vietnam. 
Whether or net their perception is correct, it is their present 
belief. Obviously, as long as they hold that view an acceptable
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R i c h a r d  VJ. Halford -2- May 14, 1982

settlement is unlikely. Therefore, although I will make the 
attempt, I am not optimistic.

without an overall settlement, the litigation w i l l  
proceed and our present litigation request of $4.5 million to 
rund the TAPS litigation to February 15 is n o w  absolutely n e c e s­
sary. Moreover, I w ould urge the legislature to fund the TAPS 
litigation for the entire fiscal year, and thus restore the 
funding to the originally requested $7,380,000. I do not think 
the State w i l l  be well served if the next Attorney General is 
placed in the position of having to fight for a TAPS supplemental 
as one of his or her first responsibilities.

Again, I w is h  to thank the committee for their care and 
thoughtful deliberation. You were faced w it h  a difficult and 
complex decision that had to be made quickly. Although I d i s­
agree with your conclusion, I believe you acted responsibly.

Condon 
1/A.ttorney General

VJLC • mr
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Alaska State Legislature
SENATE 

Resources Committee p o u c h v
STATE CAPITOL 

JUNEAU. ALASKA 99811 
(907) 465-3834 
(907) 465-3835

Offica! Business

BETTYE FAHRENKAMP, Chairman
VIC FISCHER, Vice-Chairman
BRAD BRADLEY
DICK EL1ASON
DON GILMAN
BOB MULCAHY
ARUSS STURCULEWSKI

TAPs LITIGATION SETTLEMENT HEARING

May 7,  1982 
A :00 p . m .

G o v e r n o r ' s  C o n f e r e n c e  Room

SENATORS PRESENT R E P R E S E N T A T I V E S  P R E S E N T

S e n a t o r  F a h r e n k a mp  
S e n a t o r  B r a d l e y  
S e n a t o r  C o l l e t t a  
S e n a t o r  Da n k w o r t h  
S e n a t o r  F i s c h e r  
S e n a t o r  Gi l ma n  
S e n a  t o r  K e r ' i l i a  
S e n a t o r  Mu l c a h y  
S e n a t o r  Pa r r  
S e n a t o r  S t u r g u l e w s k i

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

R e p r e s e n t a t i v e  A d a ms  
R e p r e s e n t a t i v e  Br o w n  
R e p r e s e n t a t i v e  B y l s m a  
R e p r e s e n t a t i v e  C o t t e n  
R e p r e s e n t a t i v e  H a y e s  
R e p r e s e n t a t i v e  M a l o n e

R e p r e s e n t a t i v e  H a l f o r d

W i l s o n  C o n d o n ,  S t a t e  A t t o r n e y  G e n e r a l , o u t l i n e d  t h e  s i x  i s s u e s  h e  s e e s  
i n  t h e  s e t t l e m e n t  a g r e e m e n t :

1 .  The r e s o l u t i o n  o f  t h e  r a t e  i s s u e  b e t w e e n  P r u d h o e  B a y  a n d  F a i r b a n k s
2.  The t a r i f f  l e v e l  f r o m 1993 o n ,  t o  a d d r e s s  t h e  o b j e c t i o n s  o f  t h e  

U . S .  J u s t i c e  D e p a r t m e n t .
3.  The l e t t e r  f r o m De n n i s  M e l v i n ,  FERC t r i a l  s t a f f .
4.  The l i k e l i h o o d  o f  r e f u n d s .
5.  The l i k e l i h o o d  o f  l o w e r  t a r i f f s  i n  t h e  f u t u r e  t h a n  w h a t  i s  i n

t he  s e t t l e m e n t  a g r e e m e n t .
6.  The FERC d e c i s i o n - m a k i n g  p r o c e s s .

R o b e i t  L o e f f l e r ,  L o e f f l e r ,  M o r r i s o n ,  F o e r e s t e r ,  D . C .  C o u n s e l  t o  t h e  
A t t o r n e y  G e n e r a l , i n  r e g a r d  t o  M e l v i n ' s  l e t t e r ,  e x p l a i n e d  t h a t  t h e  FERC 
t r i a l  s t a f f  a d v o c a t e s  t h e  c o n s u m e r s '  i n t e r e s t ,  a nd d o e s n ' t  r e p r e s e n t  t h e  
v i e w s  o f  t h e  C o m m i s s i o n .  In a d d i t i o n ,  d e s p i t e  t h e  r e c o m m e n d a t i o n  M e l v i n  
ma de  i n  h i s  l e t t e r ,  he  p e r s o n a l l y  t o l d  L o e f f l e r  t h a t  he  t h o u g h t  t h e
FERC C o m m i s s i o n  w o u l d  a p p r o v e  t h e  s e t t l e m e n t  a g r e e m e n t .  L o e f f l e r  s t a t e d
t h a t  i n  m a k i n g  t h e  s e t t l e m e n t  a g r e e m e n t ,  p r o b a b i l i t i e s  o f  d i f f e r e n t  
a l t e r n a t i v e s  w e r e  j u d g e d ,  and t h e  r e s u l t  i s  h i s  b e s t  i n f o r m e d  j u d g m e n t .
N o t i n g  t h a t  t h e  b u r d e n  o f  p r o o f  i n  t h i n  c a s e  i s  o n t h e  S t a t e ,  t h a t  t h e
C o m m i s s i o n  c o u l d  h a n d l e  t h e  c a s e  i n  a way  t h a t  c o u l d  l e a d  t o  i f ^  d i s m i s s a l ,  
a nd t h a t  t h e  p o s s i b i l i t y  o f  g e t t i n g  a d o l l a r  s e t t l e m e n t  f r o m  FEKC i s  n o t
g o o d ,  h e  u r g e d  t h e  L e g i s l a t u r e  t o  a c c e p t  t h e  s e t t l e m e n t  a g r e e m e n t .

Co n d o n  e x p l a i n e d  t h a t  l a s t  y e a r  t h e  m i n o r i t y  me mb e r s  o f  t h e  H o u s e  u r g e d  
t h a t  a s e t t l e m e n :  be  n e g o t i a t e d .  A f t e r  m e e t i n g s  w i t h  many  a t t o r n e y s ,  a 
w h i t e  p a p e r  wa s  p r e s e n t e d  t o  t h e  G o v e r n o r ,  who t h e n  d i r e c t e d  t h a t  a 
s e t t l e m e n t  a g r e e m e n t  was  a p p r o p r i a t e .  The J u s t i c e  D e p a r t m e n t  a n d  FERC w e r e  
a l s o  p r e s e n t e d  w i t h  t h e  w h i t e  p a p e r .
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TAPs L i t i g a t i o n  S e t t l e m e n t  H e a r i n g  
May 7.  1982 
Pa g e  2

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

R e p r e s e n t a t i v e  H a l f o r d  mo v e d  t h a t  t h e  C o m m i t t e e  g o  i n t o  E x e c u t i v e  S e s s i o n  
t o  d i s c u s s  m a t t e r s  t h a t  d i r e c t l y  a f f e c t  t h e  f i n a n c e s  o f  t h e  S t a t e .  
U n a n i m o u s  c o n s e n t  wa s  a s k e d .

EXECUTIVE SESSION 
(NO MINUTES TAKEN)

R e p r e s e n t a t i v e  R a n d o l p h  e x p r e s s e d  c o n c e r n  o v e r  t h e  G o v e r n o r ' s  d i r e c t i o n  
t h a t  he  w i l l  a c c e p t  t h e  s e t t l e m e n t  a g r e e m e n t  u n l e s s  t h e  L e g i s l a t u r e  
d i s a p p r o v e s  i t .  R a n d o l p h  f e e l s  mo r e  t i m e  i s  n e e d e d  t o  a d e q u a t e l y  d e c i d e  
t h e  i s s u e .

Co nd o n s t a t e d  t h a t  i f  t h e  L e g i s l a t u r e  t a k e s  no a c t i o n ,  t h e  G o v e r n o r  c a n  
i n d e e d  a c c e p t  t h e  s e t t l e m e n t ,  b u t  s t a t e d  he  i s  c o m m i t t e d  t o  s e t t l i n g  t h r e e  
i s s u e s  p r i o r  t o  a c c e p t a n c e :  1)  r a t e s  t o  F a i r b a n k s  2) q u a l i t y  b a n k  i s s u e
3) o p p o s i t i o n  o f  t h e  J u s t i c e  D e p a r t m e n t  t o  t h e  s e t t l e m e n t ' s  1 0 - y e a r  
l i f e  s p a n .  Co n d o n  s e e s  l i t t l e  r i s k  o f  l o s i n g  t h e  g a i n s  i n  t h e  c u r r e n t  
s e t t l e m e n t  b y  n o t  r a t i f y i n g  i t  r i g h t  a w a y .

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

J a c o b  B i l l i g ,  B i l l i g ,  Sl i er & J o n e s ,  C o u n s e l  t o  MAPCO,  r e p r e s e n t i n g  N o r t h  
P o l e  Re f  i n e r y , s t a t e d  t h a t  N o r t h  P o l e ' s  a b i l i t y  t o  c o m p e t e  i n  t h e  r e f i n e r y  
. • ' . i dust ry  i s  d e p e n d e n t  on t h e  w e l l  h e a d  p r i c e  o f  t h e  o i l  a n d  t h e  TAPs 
t a r i f f  c h a r g e .  The s e t t l e m e n t  a g r e e m e n t  w i l l  h a v e  an a d v e r s e  a f f e c t  on 
N o r t h  P o l e ,  a s  t h e  i n c r e a s e  i n  t h e  w e l l  h e a d  p r i c e  w i l l  me a n  i n c r e a s e d  
c o s t s  t o  t h e  c o n s u m e r ,  and t h e  a g r e e m e n t  f a i l s  t o  a c c o r d  a n y  r e f u n d s  o f  
t h e  t a r i f f  c h a r g e s  p a i d  by  N o r t h  P o l e  s i n c e  1 9 7 7 .  B i l l i g  w o u l d  l i k e  t o  
s e e  a l o w e r  t r a n s p o r t a t i o n  r a t e  t o  V a l d e z ,  and an a d j u s t m e n t  i n  t h e  
i n t r a s t a t e  r a t e .  Ho w e v e r ,  i f  t h e s e  m a t t e r s  a r e  r e s o l v e d ,  a s  t h e  A t t o r n e y  
G e n e r a l  h a s  i n d i c a t e d  t h e y  w i l l  b e .  N o r t h  P o l e  R e f i n e r y  w o u l d  f a v o r  t h e  
s e t t l e m e n t .

R e p r e s e n t a t i v e  C o t t e n  s t a t e d  t h a t  t h e r e  i s  no r e a l  s e t t l e m e n t  f o r  t h e  
L e g i s l a t u r e  t o  r a t i f y  u n t i l  a l l  l o o s e  e n d s  a r e  t i e d  u p ,  a nd  t h a t  t i m e  i s  
t o o  s h o r t  f o r  t h e  L e g i s l a t u r e  t o  h a v e  s i g n i f i c a n t  i n v o l v e m e n t  i n  t h e  
s e t t l e m e n t  a g r e e m e n t .

Bu r t  S h a r p ,  C o m p t r o l l e r ,  G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n ,  F a i r b a n k s , 
i s  c o n c e r n e d  a b o u t  t h e  i n c r e a s e d  c o s t  t o  t h e  c o n s u m e r  t h e  s e t t l e m e n t  
a g r e e m e n t  w o u l d  p r o v i d e .  A t a r i f f  ( t r a n s p o r t a t i o n )  r e d u c t i o n  o f  $ 1 . 3 5  
p e r  b a r r e l  i s  b e i n g  r e a l i z e d  i n  a n  e q u a l  i n c r e a s e  i n  w e l l  h e a d  v a l u e .  
B e c a u s e  o f  t h e  l o c a t i o n  o f  b o t h  t h e  N o r t h  P o l e  R e f i n e r y  a n d  GVEA a l o n g  
t h e  p i p e l i n e ,  t h e y  p a y  a p e r c e n t a g e  r a t e  o f  w e l l  h e a d  v a l u e ,  a n d  a n y
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i n c r e a s e  i n  w e l l  h e a d  v a l u e  i n c r e a s e s  t h e  c o s t  t o  c o n s u m e r s .  He 
s u g g e s t e d  t h a t  a m e c h a n i s m  b e  d e v i s e d  s o  t h a t  t h e  A l a s k a  u s e r s '  c o s t  
o f  c r u d e  w o n ' t  i n c r e a s e ,  and u r g e d  p r o p e r  r e s o l u t i o n  o f  t h e  q u a l i t y  
b a n k  i s s u e .

K e v i n  M c C a r t h y ,  C o u n s e l ,  J o i n t  Ho u s e  O i l  a nd Gas C o m m i t t e e , e x p r e s s e d  
o p p o s i t i o n  t o  t h e  s e t t l e m e n t  a g r e e m e n t ,  s t a t i n g  a l l  t h e  S t a t e  h a s  t o  
l o s e  i f  i t  d o e s n ' t  a c c e p t  t h e  s e t t l e m e n t  i s  a t t o r n e y s '  f e e s .  He c i t e d  
a s  p r o b l e m s  t h e  1 0 - y e a r  l i f e  o f  t h e  a g r e e m e n t ,  t h e  r i s k  o f  d e r e g u l a t i o n ,  
and t h e  f a c t  t h a t  t h e  a t t o r n e y s  r e p r e s e n t i n g  t h e  g o v e r n m e n t  i n  TAPs 
s i n c e  1 97 7  ( J o h n  C l e a r y ,  Ed Tu me y ,  T e r r y  L i n d s n e r )  h a v e  n o t  p r e s e n t e d  
t H e i r  o p i n i o n  on t h e  s e t t l e m e n t .  He s t a t e d  t h a t  c h e a p  t r a n s p o r t a t i o n  i s  
n e c e s s a r y  t o  t h e  f u t u r e  d e v e l o p m e n t  o f  t h e  N o r t h  S l o p e ,  a nd  v i e w s  t h e  
l o n g  t i m e  f r a m e  o f  t h e  l i t i g a t i o n  o f  t h e  c a s e  a s  a n  o p p o r t u n i t y  f o r  
r e f u n d s  t o  c o n t i n u e  a c c u m u l a t i n g .  M c C a r t h y  c o n c l u d e d  b y  s a y i n g  t h a t  i f  
t h e  L e g i s l a t u r e  d i s a p p r o v e s  t h i s  s e t t l e m e n t  a g r e e m e n t ,  t h e y  w i l l  p r o b a b l y  
h a v e  a b e t t e r  o n e  b e f o r e  t he m i n  s e v e r a l  m o n t h s .

J e r r y  Mc C u t c h e o n  e x p r e s s e d  o p p o s i t i o n  t o  t h e  s e t t l e m e n t ,  s t a t i n g  t h a t  
t h e  f a c t  t h  S t a t e  i s  n e g o t i a t i n g  i s  d e l a y i n g  FERC' s  s e t t l e m e n t  o f  t h e  
c a s e .

R e p r e s e n t a t i v e  H a l f o r d  s u g g e s t e d  t h a t  t h e  C o m m i t t e e  g o  t h e  G o v e r n o r  
t o  d e t e r m i n e  t h e  p o t e n t i a l s  on d e f e r r i n g  a c t i o n ,  a n d  a s k e d  t h a t  a n o t h e r  
m e e t i n g  be  h e l d  on t h e  TAPs s e t t l e m e n t ,  w i t h  C l e a r y ,  T u me y ,  a n d  L i n d s n e r  
p r e s e n t .

The m e e t i n g  wa s  a d j o u r n e d  a t  6 : 5 0 p . m.
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W i l s o n  C o n d o n ,  A t t o r n e y  G e n e r a l , r e a s s u r e d  t h e  C o m m i t t e e  t h a t  t h e  r a t e  
i s s u e  b e t w e e n  P r u d h o e  Bay and F a i r b a n k s  w o u l d  be  r e s o l v e d  b e f o r e  
a c c e p t a n c e  o f  t h e  s e t t l e m e n t  a g r e e m e n t .

J a c o b  B i l l i g ,  C o u n s e l  t o  M a p c o , s t a t e d  he  ha d p r e p a r e d  an a d d i t i o n  
t o  t h e  m i n u t e s  o f  t h e  May 7,  1982 TAPs L i t i g a t i o n  S e t t l e m e n t  h e a r i n g  t h a t  
he w o u l d  l i k e  i n c l u d e d  a s  p a r t  o f  t h e  w r i t t e n  r e c o r d .  ( C o p y  a t t a c h e d . )

T e r r y  L i n d s n e r ,  D. C.  C o u n s e l , s t a t e d  he had b e e n  r e t a i n e d  t o  i n v e s t i g a t e  
a n y  i m p r u d e n t  c o s t s  i n  t h e  p i p e l i n e  c o n s t r u c t i o n .  He f e e l s  t h a t  t h e  
S t a t e  h a s  a v e r y  s t r o n g  c a s e  i n  P h a s e  2 o f  t h e  TAPs l i t i g a t i o n ,  b u t  
s u p p o r t s  t h e  i d e a  o f  a s e t t l e m e n t  t o  r e d u c e  t h e  u n c e r t a i n t i e s ,  r i s k s ,  
a nd c o n t i n u e d  e x p e n s e  t o  t h e  S t a t e  and i t s  c i t i z e n s .

J o h n  C l e a r y ,  D. C C o u n s e l , s t a t e d  t h a t  he  h a s  b e e n  a c t i v e  i n  t h e  r a t e  
m a k i n g  m e t h o d o l o g y  w h i c h  l e d  t o  J u d g e  K a n e ' s  d e c i s i o n ,  and i n  d e t e r m i n i n g  
t h e  s e r v i c e  l i f e  o f  t h e  l i n e .  He s t a t e d  t h a t  s e t t l i n g  i n  f a v o r  o f  
t h e  c l i e n t  s h o u l d  a l w a y s  be  s o u g h t .

Co n d o n  s t a t e d  t h a t  w h e t h e r  o r  n o t  t o  s e t t l e  i s  a j u d g m e n t  t h a t  mu s t  be 
ma d e ,  f i r s t  b y  t h e  A t t o r n e y  G e n e r a l ,  t h e n  b y  t h e  G o v e r n o r ,  t h e n  b y  t h e  
L e g i s l a t u r e .  T h i s  j u d g m e n t  d e p e n d s  on t h e  p u r s u i t  o f  p a r t i c u l a r  S t a t e  
p o l i c y  g o a l s .  The D. C.  C o u n s e l  i s  n o t  I n v o l v e d  i n  m a k i n g  t h i s  j u d g m e n t ,  
b u t  i n  d e t e r m i n i n g  t h e  l i k e l i h o o d  o f  r e f u n d s ,  o f  t h e  Kane d e c i s i o n  b e i n g  
u p h e l d  o r  m o d i f i e d ,  and o f  wh a t  f u t u r e  t a r i f f s  m i g h t  b e ,  Co n d o n
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M a y  1 3 ,  1 9 8 2  

P a g e  2

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

r e s o u r c e s  a n d  s e e k i n g  c e r t a i n t y :  b e i n g  a  t r u s t e e  b u t  d i s a g r e e i n g  w i t h  

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

l i t i g a t i o n  w i t h  t h e  o i l  c o m p a n i e s ;  c o n t i n u i n g  w i t h  l i t i g a t i o n  a s  a 

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

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

b y  a  d e l a y .

C l e a r v  r e l a y e d  a s t a t e m e n t  m a d e  b y  F E R C  C h a i r m a n  B u t l e r  r e g a r d i n g  t h e  

T A P s  c a s e .  B u t l e r  t h i n k s  t h e  c a s e  i s  s u b j e c t  t o  a f a i r l )  d e f i n i t i v e  

s e t t l e m e n t  a g r e e m e n t ,  a n d  h o p e s  F E R C  w i l l  n o t  h a v e  t o  s p e n d  t h e  t i m e  

a n d  r e s o u r c e s  d e c i d i n g  t h e  c a s e .

C o n d o n ' s  o p i n i o n  i s  t h a t  c e r t a i n t y  o f  i n c o m e  t o  t h e  S t a t e  i s  mo r e  
i m p o r t a n t  t h a n  a s e t t l e m e n t  o f  m e t h o d o l o c y  i s s u e s .  He s t a t e d  t h a t  FERC 
i s  s u c h  a p o l i t i c a l  b o d y  t h a t  i t  c a n  h a v e  no  " r u l e s " .

S e n a t o r  F a h r e n k a mp  mo v e d  a nd a s k e d  u n a n i m o u s  c o n s e n t  t h a t  t h e  C o m m i t t e e  
go i n t o  E x e c u t i v e  S e s s i o n ,  a s  i m m e d i a t e  k n o w l e d g e  o f  i s s u e s  t o  be  
d i s c u s s e d  w o u l d  h a v e  an a d v e r s e  i m p a c t  o n t h e  f i n a n c e s  o f  t h e  S t a t e .

R e p r e s e n t a t i v e  R o g e r s  mo v e d  a nd a s k e d  u n a n i m o u s  c o n s e n t  t h a t  t h e  
C o m m i t t e e  me e t  f i r s t  w i t h  t h e  D. C.  C o u n s e l ,  a nd t h e n  s e p a r a t e l y  w i t h  
t h e  A t t o r n e y  G e n e r a l .

EXECUTIVE SESSION 
No M i n u t e s  T a k e n

J a c o b  B i l l i g ,  D. C.  C o u n s e l  t o  M a o c o , r e m i n d e d  t h e  C o m m i t t e e  o f  t h e  t h r e e  
i s s u e s  t h a t  mu s t  b e  s a t i s f i e d  b e f o r e  N o r t h  P o l e  R e f i n e r y  w o u l d  c o n s i d e r  
t h e  s e t t l e m e n t  a g r e e m e n t  s a t i s f a c t o r y :  t h e  i n t r a s t a t e  r a t e ;  t h e  r e f u n d s
p o t e n t i a l l y  d u e  N o r t h  P o l e ;  t h e  q u a l i t y  b a n k  i s s u e .  S i n c e  a p p e a r i n g  
b e f o r e  t h e  C o m m i t t e e  on May 7 t h ,  1 9 8 2 ,  B i l l i g  h a s  c o n f e r r e d  w i t h  
r e p r e s e n t a t i v e s  o f  B r i t i s h  P e t r o l e u m  P i p e l i n e ,  who i n f o r m e d  h i m t h e y  
w e r e  u n w i l l i n g  t o  d i s c u s s  r e f u n d s  o r  t h e  q u a l i t y  b a n k  i s s u e .  Due t o  
t h i s  f a c t ,  N o r t h  P o l e  f i n d s  t h e  s e t t l e m e n t  a g r e e m e n t  c o n t r a r y  t o  t h e  
p u b l i c  i n t e r e s t ,  and B i l l i g  u r g e d  t h a t  t h e  L e g i s l a t u r e  d i s a p p r o v e  t h e  
a g r e e m e n t  and b r i n g  p r e s s u r e  on FERC t o  g e t  on w i t h  t h e  c a s e .

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

The m e e t i n g  wa s  a d j o u r n e d  a t  8: 20 p . m .
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J A C 0 9  P . B IL L IG  

T E R R E N C E  D . J O N E S  
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CA B L E :  B I S J O  
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J E F F R E Y  F. L A W R E N C E  
M A R K  J .  F R IT Z  

A N T H O N Y  J .  C IC C O N E , J R .  
D O R O T H Y  L .N I C H O L S  
S A N D R A  •_ R IC H A R D S O N

The H o n o r a b l e  B e t t y e  F a h r e n k a m p h ,  C h a i r m a n  
S e n a t e  R e s o u r c e s  C o m m it te e

The H o n o r a b l e  R i c k  H a l f o r d ,  C h a i r m a n  
H ouse  O i l  a n d  Gas C o m m it te e

D e a r  S e n a t o r  F a h ren k a m p h  and  R e p r e s e n t a t i v e  H a l f o r d :

I n  r e f e r e n c e  t o  t h e  w r i t t e n  s u m m a ry  w h i c h  h a s  b e e n  p r e p a r e d  
o f  t h e  May 7 ,  19 82 TAPS S e t t l e m e n t  H e a r i n g s ,  we w o u l d  l i k e  t o  
r e q u e s t  t h a t  t h e  a d d i t i o n a l  t w o  p o i n t s ,  n o t  s r  f o r t h  i n  t h e  
s u m m a r y ,  b e  i n d i c a t e d  s i n c e  t h e y  w e r e  r t  o f  o u r
p r e s e n t a t i o n  o f  t h e  p o s i t i o n  o f  t h e  N o r t h  P o l e  w i n e r y :

1 .  The i n t r a s t a t e  t a r i f f  r a t e  f r o m  Pump S t a t i o n  #1 t o
N o r t h  P o le  s h o u l d  b e  a d j u s t e d  i n  a  m a n n e r  so  t h a t  
t h e  d e l i v e r e d  c o s t  o f  c r u d e  o i l  d o e s  n o t  i n c r e a s e  
a s  a r e s u l t  o f  t h e  s e t t l e m e n t .

We w o u ld  r e q u e s t  t h a t  t h i s  c l a r i f i c a t i o n  be i n c l u d e d  i n  t h e  
o f f i c i a l  s u m m a r y  o f  t h e  h e a r i n g .  F o r  t h e  r e c o r d ,  I  am 
a t t a c h i n g  a w r i t t e n  c o p y  o f  t h e  t e x t  o f  my Ma y  7 
p r e s e n t a t i o n .

May 1 3,  1982

2.  The Q u a l i t y  Bank l i t i g a t i o n  be  r e s o l v e d

V ery  t r u l y  y o u r s

C o u n s e l  t o  N o r t h  P o l e  R e f i n e r y

E n c l o s u r e
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M A Y  7, 1982 S T A T E M E N T  O F  J A C O B  P. B I L L I G  
O N  B E H A L F  O F  T H E  N O R T H  P O L E  R E F I N E R Y  

T O  T H E  A L A S K A  L E G I S L A T U R E ' S  J O I N T  G A S  P I P E L I N E  C O M M I T T E E

W e  ap p e a r  here today on behalf of North Pole Refinery w h i c h  
operates the only refinery in the Interior of Alaska at Fairbanks. As 
m a n y  of y o u  are aware, this Refinery has b e e n  in operation since 
A u g u s t  of 1977. Since that time it has been furnishing refined 
products, including jet fuel, h o m e  heating oil a n d  turbine fuel, to the 
citizens of th Interior of Alaska. In addition, the Refinery serves 
the outlying B u s h  areas and has recently b e g u n  selling jet fuel in the 
A n c h o r a g e  market thus reducing the d e p e n d e n c y  of that market on 
West Co." . ^ers.

T \ e  aoi l i ty  of any in ter ior  Ref inery  to compete in t h e s e  m a r k e t s  
i s ,  s u b s tan t ia l ly  d ep e n d en t  upon two in te r r e l a t e d  fac to rs :

(a) th e  well head  price of t h e  oil: and

(b)  i t s  TAPS t a r i f f  charges .

We a re  a p p e a r in g  here  today because  bo th  of these  fac to rs  a re  
a f fec ted  b y  i t s  p roposed  sett lement  of the T r a n s  Alaska Pipel ine case 
p e n d i n g  in Washington before t h e  Federal E n e rg y  R e g u l a t o r y  
Commission. Before a d d re s s in g  t h e  merits of th e  p roposed  s e t t lem en t  
a g re e m e n t ,  I should point out ^hat the  Nor th  Pnk  Refinery’ 
t r a n s p o r t a t i o n  cos ts ,  a n d  in t u r n  the cost to consum ers  in t h e  
I n te r io r  of Alaska ,  are  direct ly impacted by a va r ie ty  o f  t a r i f f  r a t e s  
and  c h a rg e s  a s se s se d  b y  the TAPS c a r r i e r s .  T h u s ,  in addi t ion  to 
t h e  t a r i f f  c h a r g e  for th e  t ran sp o r ta t io n  of oil from Pump Sta t ion 1 to 
Valdez which th e  Ref inery  pays  with re spec t  to some 30,090 b a r r e l s  
p e r  day ,  it also pays  a t ran sp o r ta t io n  r a t e  with r e g a r d  to t h e  
movement of oil from Pump S ta L .n  1 to the  North  Pole R e f in e ry  at 
F a i r b a n k s .  In add i t ion ,  the c a r r i e r s  have  as se s sed  a so-ca l led  
Q ual i ty  Bank c h a rg e  cr. the North Pole r e t u r n  oil movements.  T h i s  
c h a r g e  is c u r r e n t l y  at  a vote of 15 c en ts  p e r  degree  API o r  
approx im a te ly  S2.10 p e r  bar re l  of p ro d u c t .  U n d e r  the methodology’ 
which  the c a r r i e r s  have  p roposed ,  the Qual i ty  Bank c h a r g e  could  
e x ce e d  S5 a b a r r e l .

Since 1977, the North  Foie Refinery  has  been  scekinm in ver i~u£ 
l i t iga t ions  to s ecu re  reasonable  r a t e s  and c h a r g e s  for i i ^  movements

AGO 886278



Statement of Jacob P. Billig 
M a y  7, 1982 
Pa g e  2

from the T A P S  carriers. T o  a certain degree it has b e e n  successful 
before the Alaska Pipeline Commission, predecessor to the A P U C ,  in 
securing a mileage-based rate for fhe m o v e m e n t s  to N o r t h  Pole. 
H o w e v e r ,  that rate is presently being challenged b y  the carriers in 
court. With regard to the rate to Valdez, there has b e e n  a n  initial 
decision b y  the F E R C  Administrative Law Judge, J u d g e  K ane. T h e  
Quality B a n k  case is pending before the same judge. T h u s ,  in 
neither case has there been any final resolution b y  the F E R C .

T h e  settlement agreement proposes to deal with only o n e  aspect 
of North Pole's transportation charges —  the rate to b e  assessed for 
the Valdez movement. It does not seek to settle the controversies 
still outstanding with the T A P S  carriers with respect to the 
intermediate point rate to North Pole or the Quality B a n k  charge. 
T h e  fc 1 that the proposed settlement addresses only a small pa r t  of 
its problems with the T A P S  carriers is a major difficulty w h i c h  the 
North Pole Refinery has with it.

In so fa r  as th e  In te r io r ' s  i n t e r e s t s  a re  c o n c e rn ed ,  :it i s  i n  a n y  
e v en t  c lear  tha t  the  effect of the  proposed  se tt lement  upon  t h e  
R ef ine ry  and i ts  cus tom ers  will b e  a d v e r se .  The F a i rb a n k s  r a t e  is  " 
c o n s t r u c t e d  as a p e rce n tag e  of the  Valdez r a t e s .  An i n c r e a s e  i n  th e  
i n t e r s t a t e  Valdez r a t e  thus  would mean, if  adopted f o r  i n t r a s t a t e  
p u r p o s e s  as  is l ike ly ,  an in c rea se  in the in t r a s t a t e  F a i r b a n k s  r a t e .  
On th e  o th e r  h a n d ,  a decrease  in the Valdez r a te  would also r e s u l t  in  
in c re a se d  cos ts  to th e  In te r io r  s ince  it  would resu l t  in an  i n c r e a s e  in  
t h e  well head  p r ic e .  In this  r e s p e c t ,  u n d e r  the  se t t lem ent  w h ic h  has  
been  p r o p o se d ,  th e  cost  p e r  b a r re l  of oil p ro d u c t s  will i n c r e a s e  by  
$1.37 .  Th is  is a co s t ,  un less  th e re  is a coun te rva i l ing  r e d u c t i o n  in 
th e  i n t r a s t a t e  F a i rb a n k s  r a te ,  which would have  to be  b o r n e  b y  the  
consum ers  in the In te r io r  of Alaska as well as  in the B u s h .  It  would 
also se r ious ly  disable  effor ts  to supp ly  needed  fuels to t h e  A n c h o r a g e  
m arket  which are sh ip p ed  on the Alaska Railroad.

Final ly ,  the Ref inery  has  difficul ty with the p ro p o se d  s e t t l e m e n t  
b ecau se  it fails to accord  any r e fu n d s  of t a r i f f  c h a r g e s  which hav e  
been  paid b y  North  Pole since the  early p a r t  of 1978. As a p u b l i c  
company with a d u ty  to its s tockho lders  as well as to i t s  c u s to m e r s  in  
mainta in ing a viable re f in e ry  opera t ion ,  th e  North Pole R e f i n e r y  
canno t  over look th e s e  r e fu n d s .

The i n t e r e s t s  of  the North  Pole Refinery'  and t h e  e n e r g y  
consumer  in Alaska which I have  descr ibed  were in i t ia l ly  no t  fu lly
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u n d e r s t o o d  and  taken  into account  in reach ing  t h e  p r o p o s e d  
se t t l e m en t .  We were p leased  and  gra ti f ied to h e a r  t o d a y  from t h e  
A t to rn e y  General  thaf  t h i s  will be  rect ified and th a t  t h e  i s s u e s  I h a v e  
ou t l ined  will be reso lved  as a  condition to any a c c e p ta n c e  o f  t h e  
se t t l em en t .  Assuming th a t  t h e  ra te  and Quality B a n k  i s s u e s  a r e  
r e so lved  in a manner  which- meets Alaska en e rg y  n e e d s ,  t h e  N o r t h  
Pole R ef ine ry  will fully s u p p o r t  th e  p roposed  se t t lem en t .

(In answ er  to a ques t ion  from a member of t h e  Committee,  I 
c lar i f ied  th a t  North Pole's posit ion is not t h a t  t h e r e  m ust  b e  h i g h e r  
r a t e s  to Valdez in o r d e r  to s e rv e  i t s  i n t e r e s t s .  I p o in t e d  o u t  t h a t  
while a lower  r a te  to Valdez does d isadvantage N o r th  Pole an d  t h e  
I n te r io r  in th a t  i t  r e s u l t s  in an increased  well head p r i c e ,  we  b e l i e v e d  
t h i s  c^ ‘Id and should be hand led  by ad just ing  d o w n w a r d  t h e  
i n t r a s t o t e  r a t e  to N or th  Pole. In this r e s p e c t ,  I n o t e d  t h a t  t h e  
movement of the  "bot t leneck"  to  a point sou th  of the  R e f i n e r y  made i t  
r ea so n a b le  to accord su c h  r e d u c t io n . )

Jacob P. Billig
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F a h r e n k a m p : F i r s t  of all I w i l l  c a l l  the E x e c u t i v e  S e s s i o n  in

order.

H a l f o r d : M a d a m  C h a i rm an.

F a h r e n k a m p : Yes.

H a l f o r d : B e f o r e  w e  - if w e ' r e  g o i n g  to h a v e  a taping, a n d  if w e

do h a v e  t h i n g s  a r r i v e  t r a n s c r i p t  to the p u b l i c  and the p r e s s  I

w o u l d  h o p e  w e  do that - w e  c o u l d  go t h r o u g h  it and m a y b e  if the

A t t o r n e y  G e n e r a l ' s  o f f i c e  can go t h r o u g h  it and just c h e c k  to 

m a k e  s u r e  tha' w h a t  is p r o v i d e d  is n o t  - p r e j u d i c i a l  to our case 

b u t  o t h e r  t h a n  that I w o u l d  p r o v i d e  the e n t i r e  tape, less

a ny of t h o s e  s e c t i o n s  at l e a s t  a t r a n s c r i p t  of it.

F a h r e n k a m p : W e l l  I - I t h i n k  e v e r y b o d y  k n o w s  h o w  all of us feel

a b o u t  e x e c u t i v e  s e s s i o n s  - b u t  t h e r e  are times w h e r e  I ----- u s e

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

L o e f f l e r : N u m b e r  one if w e  d o n ' t  f i n i s h  w e  w i l l  b e  h a p p y  to come

b a c k  e v e n  n e x t  w e e k  if n e c e s s a r y .  Let'-s - let me d i v i d e  t h a t  i n­

to t h r e e  b i g  i s s u e s  - w h a t  w e  t h i n k  is g o i n g  to h a p p e n  w i t h  this

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

tion; s e cond, w h a ; ' s  g o i n g  to h a p p e n  w i t h  this s o - c a l l e d  r a t e -
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b a s e  t h e  a r g u m e n t s  of w a s t e  a n d  m i s m a n a g e m e n t ;  and t h i r d  w h a t  the 

D e p a r t m e n t  of J u s t i c e  said to us this w e e k

N u m b e r  one, as I s a i d  o p e n l y  [i.e. in o p e n  se ssion], K a n e ' s  d e­

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

w e ' v e  earned. Hr. M e l v i n  says, " O h  I c an't see a n y  a n y t h i n g  h a p -  

p e n i n g  to the d e p r e c i a t e d  ri,f**-n.1 c o s t s . "  T h e r e  are f o u r  c o m m i s­

si o n e r s  at the C o m m i s s i o n .  T h r e e  are r e p u b l i c a n s ;  o ne's a d e m o­

crat. T h e r e ' s  one d e m o c r a t  v a c a n c y .  O n  the g e n e r a l  q u e s t i o n ,  

W i l l i a m s  case, as far as w h e r e  the F E R C  w i l l  go on m e t h o d o l o g y ,  

w e  k n o w  t h e y  a r e  s p l i t  b e t w e e n  two choices, n e i t h e r  o f  w h i c h  is 

w h a t  Mr. M e l v i n  urges. T h e s e  c h o i c e s  are the ICC v a l u a t i o n  

m e t h o d o l o g y  and t r e n d e d  o r i g i n a l  cost.

It's no

s e c r e t  t h a t  c o m p a n i e s  h a v e  h e a r d  the same thing. It's b e e n  in 

t h e  T r a d e  P ress . So, b o t h  of the a l t e r n a t i v e s  for oil p i p e l i n e  

r a t e  m a k i n g  g e n e r a l l y  are n o t  the ones -that the a d m i n i s t r a t i v e  

l a w  j u d g e  u s e d  for the P h a s e  I i n t e r i m  d e c i s i o n  or that Mr. M e l ­

v i n  b a s e s  h i s  p r e d i c t i o n s  on.
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R e p r e s e n t a t i v e  F r e d  Brown:

L o e f f l e r : 

L e v i n e : 

B rown: •

B r o w n :

F a h r e n k a m p :

L o e f f l e r : But  t h e r e  are a l s o  s i m i l a r  r e p o r t s  on the m o r e  g e n e r a l

m e t h o d o l o g y  in the T r a d e  P re ss. So o i l  p i p e l i n e s  g e n e r a l l y  w e r e  

s e e i n g  n o t h i n g  like the l a w  j u d g e  used. The b u l k  of t h o s e  

m e t h o d o l o g i e s  are a lot m o r e  f a v o r a b l e  - to the industry.
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L o e f f l e r :  L e t  m e  s a y  one m o r e  s e n t ence. Y o u  say -

L e v i n e :  T h e  r e a s o n  w h y  is b e c a u s e  t h e n  the rate  b a s e  k e e p s

s h r i n k i n g  so if y o u  g e t  say a 10% r e t u r n  or w h a t e v e r  y o u r  r a t e  

base, t h a t  is, y o u r  tariff, k e e p s  g o i n g  down. U n d e r  v a l u a t i o n  

its a c o m b i n a t i o n ,  its p a r t l y  d e p r e c i a t e d  o r i g i n a l  c o s t /  and 

p a r t l y  r e p l a c e m e n t  cost?, w h i c h  o b v i o u s l y  goes up in i n f l a t i o n a r y  

t imes. So t h e r e  the r a t e  b a s e  stays c o n s t a n t  or goes u p  a l i t t l e  

b i t  so y o u r  t a r i f f s  go u p  a l i t t l e  bit. U n d e r  t r e n d e d  o r i g i n a l  

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

f o r  the r a t e  of i n f l a t i o n .  Now, e v e n t u a l l y  the r a t e  b a s e  does 

b e g i n  to s h r i n k  b e c a u s e  y o u r  a c c u m u l a t e d  d e p r e c i a t i o n  eats it up, . 

b u t  o n l y  a f t e r  the f i r s t  15-20 y e a r s  do y o u  r e a c h  a t i p p i n g
t

p o i n t .  T h e  t a r i f f s  go up c o n s i d e r a b l y  - can go up - let m e  put? 

it this way, f a s t e r  t h a n  the t a r i f f s  p r o v i d e d  .for in the s e t t l e­

m e n t ,  b e c a u s e  the s e t t l e m e n t  t a r i f f s  o n l y  go up at 40% the rate 

of i n f l a t i o n ,  t h e y  d o n ' t  go up at 100% inflat ion.

C o t t e n • M a d a m  C h a i r m a n ,  c a n  w e  k i n d  of try. to c o n s t r a i n
i

o u r s e l v e s  to- the m a t e r i a l  that is s u p p o s e  to b e  a secret: or 

w h a t e v e r ?

L o e f f l e r : P o i n t  n u m b e r  one: there are- b o t h  p u b l i c  an d n o n p u b l i c

s o u r c e s  of i n f o r m a t i o n  that s u g g e s t  the c o m m i s s i o n e r s  are g o i n g  

a w a y  f r o m  u s .
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T h e r e  is the d e r e g u l a t i o n  m o v e m e n t  i n  C o n g r e s s  and m a y b e  S e n a t o r  

S t e v e n s  c a n  b l o c k  t h a t  f o r  T A P S  a n d  m a y b e  h e  can't.

F o u r  y e a r s  f r o m  now, 

if y o u ' v e  g o t  a n e w  n a t i o n a l  a d m i n i s t r a t i o n  that is v e r y  

c o n s u m e r - m i n d e d  it m i g h t  t u r n  again. I can't - I ' m  j u s t  t e l l i n g  

y o u  w h a t  w e  k n o w  a b o u t  the p e o p l e  w h o  are on the C o m m i s s i o n  

today. •

In D e c e m b e r  ,j one d e m o c r a t  on the C o m m i s s i o n  w h o m  w e  t h o u g h t  w a s  

m o s t  f a v o r a b l e  to o u r  p o i n t  of v i e w  a nd to the J u d g e ' s  d e c i s o n  of 

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

that he w a n t e d  to .go w i t h  o n e  of t h e s e  o t h e r  form ulas. It - it 

s h o o k  us up. T h a t ' s  n u m b e r  one. *
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N u m b e r  t w o  - the i s s u e  of w a s t e  a n d  m i s m a n a g e m e n t :  the P h a s e  T w o

case. T h i s  o ne is c u r r e n t l y  b e i n g  tried, t h e r e ' s  no d e c i s i o n  on 

it y e t  b e f o r e  the l a w  j u d g e .  I t ' s  n o  s e c r e t  the l a w  j u d g e  

d o e s n ' t  l i k e  it. H e  said, w a l k i n g  o u t  cf the h e a r i n g  r o c m  the 

o t h e r  day, " I ' m  c o u n t i n g  o n  the s e t t l e m e n t  to s a v e  m e  ktom this."

S p e c i a l  c o u n s e l  T e r r y  L e n z n e r  h a s  g i v e n  us an e s t i m a t e  of w h a t  is 

the m o s t  h e  c o u l d  w i n  a n d  w h a t  h e  b e l i e v e s  is the l i k e l y  r e sult.

- 6 -
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K a l f o r d :

L o e f f l e r :

L e v i n e :

L o e f f l e r :

T h e  t h i r d  p o i n t ,  D e p a r t m e n t  of J u s t i c e .  D e p a r t m e n t  of J u s t i c e
*%

staff, m a i n l y  D o n  K a p l a n  -who h as b e e n  on the case for fi ve y e a r s  

as the l i t i g a t i o n  coun’sel

m a d e  a r g u m e n t s  s i m i l a r  to the e x t r e m e  p o s i t i o n  

e x p r e s s e d  i n  D e n n i s  M e l v i n ' s  letter. W e  did a lot of w o r k  

r e s p o n d i n g  to K a p l a n ' s  a r g u m e n t s .  I n  fact, three w e e k s  ago he

$
s a i d  v e  m i g h t  b e  v i o l a t i n g  the a n t i - t r u s t  laws, b e c a u s e  v k  got 

o u r  a t t o r n e y s '  f e e s  b a c k  .out of the s e t t l e m e n t ,  it's a v i o l a t i o n  

of the E l k i n s  A c t  as a r e b a t e  or a d i v i d e n d .  In r e s p o n d i n g  to 

the a n t i - t r u s t  p r o b l e m s  a nd t r y i n g  to get a f i x e d  rate as f a r  as 

t he s e t t l e m e n t ,  w e  - w e ' v e  s p e n t  a lot 'of time d o i n g  e legal 

m e m o .  W e ' v e  l o c k e d  in [ A s s i s t a n t  U.S. A t t o r n e y  G e n e r a l  W i l l i a m ]  

B a x t e r  on M o n d a y ,  H e  says,

-7-
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1 d o n ' t  h a v e  a n y  p r o b l e m  w i t h  the s e t t l e m e n t  ' - 

e x c e p t  o n e  - I w a n t  to k n o w  w h a t  h a p p e n s  in 1993. A n d  all I n e e d  

is a r a t e  b a s e  n u m b e r .  I d o n ' t  care w h a t  it is ( w ithin 

r e a s o n a b l e  l i m i t s ) ,  so l o n g  as I can m e a s u r e  this r a t e  of r e t u r n  

for the w h o l e  p r o j e c t  a g a i n s t  it. T h e  s e t t l e m e n t s  is f i n e  w i t h

N o w  w e ' r e  t r y i n g  to s a t i s f y  the c o n c e r n s  of the D e p a r t m e n t  of 

J u s t i c e  b y  s h o w i n g  t h e m  on t h e i r  o w n  n u m b e r s  that the r a t e  of 

r e t u r n  o n  the i n v e s t m e n t  o v e r  the life of the p r o j e c t  will' n o t  

e x c e e d  8 1 r e a l  r a t e  of return.

A g a i n ,  y o u ' v e  got - I m e a n  - 7 can m a k e  thi sort of argumerA:

'
[i.e. t h e * M e l v i n  letter] j u s t  as w e l l  as Melv. n has. It is the 

a r g u m e n t  t h a t  w e  w i l l  m a k e  if we don't go ahead w i n h  the 

s e t i l e m e n t .

B u t  I d o n ' t  w a n t  to b e  q u o t e d  p u b l i c l y  as saying

/
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W e  h a v e  f i n a l l y * -  I s h o u l d  h a v e  s a i d  this p r o b a b l y  in the first 

p l a c e  - the s e t t l e m e n t  h a s  to b e  a p p r o v e d  b y  the Commission, T h e  

s t a n d a r d  is j u s t  and r e a s o n a b l e  and in the p u b l i c  interest. 

A p p r o v a l  of the set .lement is a p u b l i c  p r o c e s s  in w h i c h  e v e r y o n e  

a n d  t h e i r  b r o t h e r  c a n  m a k e  c o m m e n t s  a n d  o b j e c t  to the settle m e n t .  

It goes, up to t h e  C o m m i s s i o n  a n d  t h e n  it goes to the courts.

«
*

W e  h a v e  r e s e a r c h e d  t h e  law, t h e r e  is a lot of l a w  t h a t  says the 

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

m a k e s  sense in the p u b l i c  int erest.

n
Parr: M a y b e  # o w  t h e y ' r e  a n s w e r i n g  the q u e s t i o n  I w a s  t r y i n g  to

r a i s e  a w h i l e  r. go. W e ' r e  b , w e ' v e  got -see. m o n e y  on a horse,

right"?

L o e f f l e r : T h a t ' s  fight.

Parr: A n d  y o u r  j u d g m e n t  is that w e  h a v e  b e t  e n o u g h  m o n e y  on t h a t

h o r s e  to go - to go to cop o u r  b e t s  a nd take - cut our l o s s e s  and 

get out. ^  t

» ;i• t

L o e f f l e r : Right . *

Parr: Is t h a t  w h a t  y o u ' r e  saying?
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L o e f f l e r : I t ' s  m o r e  like, " Q u i t  w h i l e  w e ' r e  a h e a d . "  W e ' r e

ahead, t h e r e’s no q u e s t i o n ,  w e ' r e  a h e a d  b a s e d  on t h a t  l a w  j u d g e ' s  

d e c i s i o n .  B u t  s e v e r a l  t hings h a v e  happened, i n t e r e s t  r a t e s  h a v e  

z o o m e d  u p  - I m e a n  h e  /?as t a l k i n g  a b o u t  an 1 1 . 5  o v e r a l l  r a t e  of

r e t u r n  a n d  n o w  w e  see 15, 16, 17, a n d  18 c o m i n g  out of the

C o m m i s s i o n .  E v e n  u n d e r  h i s  r a t e  of r etu rn f o r m u l a ,  that 

a d j u s t m e n t  w i l l  o c c u r  a u t o m a t i c a l l y  and i n c r e a s e  the rates. W h a t  

w e  fear, is t h a t  if w e  go to the C o m m i s s i o n  a n d  w e  c a n  a s k  t h e m

to d e c i d e  it f a s t  and m a y b e  t h e y  w i l l  and m a y b e  they w o n ' t  - thd'y

are n o t  going to t a k e  t h e m  j u d g e ' s  decision, b u t  t h e y  are g o i n g  

to take s o m e t h i n g  t h a t ' s  a lot less f a v o r a b l e  to us.

On the p a r t  of the case t h a : h i s  n o t  yet b e e n  d e c ided, the P h a s e  

T w o  C o s t  O v e r r u n ,  w e ' v e  m a d e  a g o o d  case, t h e r e ' s  n o  q u e s t i o n  of 

i t .

C o t t e n : Weil.

F a h r e n k a m p : R e p r e s e n t a t i v e .

C o t t e n : Well, p r o b a b l y  s o u n d s  like a real s i m p l e  q i ^ s t i o n ,  b u t

d o n ’t those g u y s  k n o w  it too. D o e s n ' t  BP k n o w  that it is s o r t  of 

g o i n g  the o t h e r  w a y  - y o u  k n o w  - w h a t  makes t h e m  so a n x i o u s  to 

s e t t l e .
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L o e f f l e r : W e l l  it's the c e r t a i n t y .  I m e a n  I r e a l l y  t h i n k  the

i n t e r e s t  isn't m u c h  d i f f e r e n t  t h a n  us. T h e y  k n o w ,  on the o t h e r  

h a n d ,  w e  c a n  d r a g  it out for a l o n g  time, d e p e n d i n g  u p o n  w h e t h e r  

t h e  r e s o u r c e s  a r e  c o m m i t t e d  to t h e  case, I ' m  as g o o d  as the n e x t  

f e l l o w  and so o n  - T e r r y  L e n z n e r  or J o h n  C l e a r y  are b o t h  c a p a b l e  

of s t r e t c h i n g  t h e  c ase out. So t h e y  [the P i p e l i n e  C ompa n i e s ]  

l i v e  w i t h  u n c e r t a i n t y  too.

F a h r e n k a m p ; A r e  t h e i r  f u r t h e r  q u e s t i o n s ?

«

C o t t e n : N o t  j u s t  d e p r e c i a t e d  d o l l a r  thing y o u  t o l d  m e  about

e a r l i e r .  M a y b e  I m i s u n d e r s t o o d  s o m e t h i n g  but, it is to the

a d v a n t a g e  to t h e  p i p e l i n e  o w n e r s  to s t r e t c h  it out, c o u l d  they

p a y  us off if t h e y  lose - d e p r e c i a t e d  dollars.

*

L o e f f l e r : T h a t ' s  right. j

H a l f o r d : It's to our a d v a n t a g e  to s e t t l e  now, c a u s e  w e  get the

d o l l a r s  at p r e s e n t  dollars.

i • .

l o e f f l e r : W h o  g e t s  r e d u c t i o n .  ?

H a l f o r d : Is t h a t  the p o i n t  ’ ;u w e r e  m a k i n g  a w h i l e  ago?

L o e f f l e r : Yes. W e ' v e  - two t h i n g s  - w e ' v e  g o t  it n o w  in the

s e t t l e m e n t  a g r e e m e n t  that the t a r i f f  drops. R i g h t  d o w n  to the
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a v e r a g e  r a t e  is a r o u n d  $6.00 t h a t ' s  b e i n g  c h a rged. It w i l l  drop 

as s o o n  as the s e t t l e m e n t  is a p p r o v e d ,  I g u e s s  is th eir . . .

L e v i n e :  I m m e d i a t e l y  u p o n  f i l i n g  of the s e t t l e m e n t ,  the t a r i f f

w i l l  d r o p  to $ 5 . 5 0 .  As s o o n  as the s e t t l e m e n t  is a p p r o v e d  the

r a t e  w i l l  drop s t i l l  f u r t h e r  to $4.62.

L o e f f l e r : N o t  - I d o n ' t  w a n t  to o v e r p l a y  this b e c a u s e  t h e r e  are

p e o p l e  w h o  are g o i n g  to o p p o s e  it, y o u  can see that. Mr. M e l v i n
•

- h e  c a n ' t  t a k e  it to court. D e p a r t m e n t  of J u s t i c e  m a y  d e c i d e  to 

a n d  t h e y  m a y  d e c i d e  n o t  to. T h e r e  are o t h e r  p e o p l e  w h o  can take 

it to c o u r t  a n d  if c o u l d  b e  t h r o w n  out.

U n i d e n t i f i e d  l e g i s l a t o r : I t h o u g h t  y o u  said the D e p a r t m e n t  of

J u s t i c e  . . . ?

L o e f f l e r : T h e y  h a v e  one c o n c e r n  i n  tha t if w e  can m e e t  t h e i r

c o n c e r n  a b o u t  h a v i n g  a r a t e  b a s e  n u m b e r  or s o m e t h i n g  that m e e t s  

t h e i r  s t a n d a r d s  m i g h t  - a f t e r  the s e t t l e m e n t  is over . . . T h e  

a p p r o a c h ,  l i k e  it or hot, of e v e r y o n e  w h o  has b e e n  i n v o l v e d  in 

this is, " W h a t ' s  in it f o r  m e ? "  D e p a r t m e n t  of J u s t i c e  - w e l l  

t h e y  s p e n t  a lot of time a n d  m o n e y  on this case so t h e y  waftt to 

g e t  s o m e t h i n g  o u t  of it too. A  t e n - y e a r  s e t t l e m e n t  may be .fine 

f o r  the S t a t e  of A l a s k a .  T h e  D e p a r t m e n t  of J u s t i c e  has w e a k e n e d .  

B i l l  B a x t e r  says, " $ f t e r  a l l , "  he says, " y o u  g i v e  me a r a t e  b a s e  

n u m b e r  in 1993, an d t h a t ' s  all I w a n t . "
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L e v i n e : W e  d o n ' t  h a v e  it n a i l e d  d o w n  y e t  so t hat's w h y  Hr.

L o e f f l e r  c o n c e d e d  the p o s s i b i l i t y  t h a t  the D e p a r t m e n t  of J u s t i c e  

m i g h t  c h a l l e n g e  the s e t t l e m e n t .  U n t i l  w e  g e t  t h a t  n a r r o w e d  down.

F a h r e n k a m p ; R e p r e s e n t a t i v e  Vaska.

V a s k a : Y o u  - a c o u p l e  of t h i n g s  y o u  m e n t i o n e d  the f e d e r a l

a n t i t r u s t  d i v i s i o n .

F a h r e n k a m p : Yeah.

V a s k a : N o w  t h e r e  use.

L o e f f l e r : T h a t ' s  D e p a r t m e n t  of Justice.

V a s k a : O k a y  -that's the D e p a r t m e n t  of Justice.

L o e f f l e r : T h e y  are a p a r t y  to the case. Yeah, okay fine.

V a s k a : A n d  y o u  sai d that t h e y  w o u l d  take it away f r o m  the F E R C ?
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L o e f f l e r : T h e  h e a d  of the a n t i t r u s t  d i v i s i o n  said h e  d i dn't

b e l i e v e  the F E R C  w o u l d  e v e r  d e c i d e  T A P S  or W i l l i a m s  a n d  that  
At-

m a y b e ^ o u g h t  to f i n d  a w a y  to take  it a w a y  fro m-t h e m .  N o n e  of us

in the r o o m  k n e w  w h a t  h e  m e a n t .  L e g i s l a t i o n  is the o n l y  o b v i o u s

r
w a y  to do that. T h e r e ' s  n o t  - y o u  got to - its b e f o r e  the F E R C  

b y  l e g i s l a t i o n  - and it w o u l d  t a k e  l e g i s l a t i o n  to take it away.

F a h r e n k a m p : R e p r e s e n t a t i v e  R a n d o l p h .

R a n d o l p h : C h a r g e s  m o v i n g  w i t h  w a t c h  again, I d o n ’t t h i n k

b u t  T. t h i n k  its a b s o l u t e l y  i m p e r a t i v e  that the folks - if w e ' r e  

g o i n g  to s t i c k  w i t h  some of t h e s e  time frame. G o v e r n o r ' s

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

a n d  c o n t i n u e  this.

L o e f f l e r : Y c u  a d v i s e  us a n d  w e ' l l  come back.

F a h r e n k a m p : O kay, are t h e r e  f u r t h e r  q u e s t i o n s  b e f o r e  w e  go b a c k

into g e n e r a l  - is that all y o u ' v e  got to say.

L e v i n e :  O n e  small c o m m e n t  w h i c h  I t h i n k  is important. O n e  of

the t h i n g s  the s taff of the l e g i s l a t u r e  and W i l s o n  and Mr. M e l v i n  

t a l k e d  a b o u t  in their m e m o s  is that the-re is n o t h i n g  in the T A P S  

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

lot of p e o p l e  t'-lnk is n o n s ense^ and o r i g i n a l  cost. T h a t ' s  right. 

A n d  t h a t  m e a n s  that one of the m o s t  l i k e l y  things the C o m m i s s i o n
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ca do is to s e n d  the case  b a c k  d o w n  to the A d m i n i s t r a t i v e  L a w  

J u d g e  f o r  a n e w  r o u n d  of h e a r i n g s  a n d  e v i d e n c e  on t h e s e  o t h e r  

m e t h o d o l o g i e s .  T h a t  adds t h r e e  y e a r s  o n t o  all the e s t i m a t e s "  

w e ' v e  b e e n  g i v i n g  you.

F a h r e n k a m p : L e t  me.

L o e f f l e r ; T h e r e  a r e  all sorts of w a y s  to

p o s t p o n e  a d e c i s i o n ,  e s p e c i a l l y  for a b u n c h  of p e o p l e  w h o  d o n ' t 

w a n t  to m a k e  them.

F a h r e n k a m p : A r e  t h e r e  any o t h e r  q u e s t i o n s  in b e f o r e  w e  go b a c k

i n  g e n e r a l  session. Is t h e r e  a n y t h i n g  else that they w a n t  to 

say. I t h i n k  . . .

L o e f f l e r : L e t  m e  look at m y  n o t e s  quickl y.

F a h r e n k a m p : B e c a u s e  I t h i n k  it is i m p o r t a n t  the re m a y  be

q u e s t i o n s  t h a t  w e  c a n ' t  t h i n k  of to ask r i g h t  n o w  that are  s h o u l i

b e  b r o u g h t  out in the ’e x e c u t i v e  session. T h a t  -

L o e f f l e r : T h e r e ' s  one t h i n g  I w a n t  to say.

F a h r e n k a m p ;  T h o s e  in the e x e c u t i v e  session.
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L o e f f l e r :

L e v i n e : T h e  o n l y  r a t e s  o n  the t a b l e  w e r e  78-79 rates.

L o e f f l e r : A n d  then they d i s m i s s e d  those, t h e y  say that those

w e r e  o k a y  and t h e n  y o u  got to c o m e  b a c k  in the n e x t  race. ' I

m e a n  it's n o t  a v e r y  satisfa-.tory p r o c e s s ,  b u t  t h e r e ' s  if the

c o m m i s s i o n  is p r e d i s p o s e d  n o t  to face the h a r d  i ssue then t h e y

ta k e  the e a s y  out of s a y i n g  the e a r l y  r a t e  w a s  j u s t  and

r e a s o n a b l e  for v a r i o u s  r e a s o n s  - one m i g h t  be b e c a u s e  the state 

d i d n ' t  p r o v e  its case w e l l  e n o u g h ,  or b e c a u s e  the i n t e r e s t  rates 

h a v e  c h a n g e d  a n d  y o u  look at it n o w  and they look o k a y  and y o u  

w a n t  a n y  o t h e r  nu mber,' A n d  ther y o u ' v e  got a e r o  in the

b a n k .

Parr: O k  no I g u e s s  the q u e s t i o n  comes b a c k  to me out

n o t  b e i n g  an a t t o r n e y  y o u  knov; b u t  w e ' r e  t a l k i n g  a bout 2 b i l l i o n  

do l l a r s ,  as far as I'm c o n c e r n e d  b e l o n g s  to the St ate of A l a s k a .  

A n d  the c o s t s  b y  c o m p a r i s o n  of c a r r y i n g  this t h i n g  f o r w a r d  is 

obv'.ously slight. So w h a t  y o u ' v e  got to do is f i g u r e
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of c a r r y i n g  it f o r w a r d  a g a i n s t  3 b i l l i o n  let's say on one h a n d

a n d  the odds of s u c c e s s  on the other. A n d  t hat's  w h a t  this

/
g e n t l e m a n  c a n  t e l l  us in p r i v a t e  '

w h a t  a r e  o u r  'chances of c o m i n g  o u t  on top of this thing. O n e  in 

t h r e e  - one in five.
c"

L o e f f l e r : I w o u l d  say w h a t  w e  d i d  - w h a t  w e  did w a s  s o - c a l l e d

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

a n d  I s t i c k  b y  t h o s e  v i e w s  b u t  c o m i n g  out on top for the w h a t  y o u  

c a l l  a 3 b i l l i o n  d o l l a r s  o f f  I w r u l d  say there one in ten' or 

l e s s .

B r o w n : Okay, i . there one in ten then h o w  m u c h  w i l l  it cost.

W h a t ' s  the rule?

H o w  m u c h  t h e  l i t i g a t i o n  fees.

Yeah.

B oy y o u  got a b o u t  15 m i l l i o n  dollars.

T o t a l  cost of the ca se • 35 m i l l i o n .

W e  s p e n t
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W h a t  do y o u  t e l l  t h e m

23 foillion, 35 m i l l i o n  

F a h r e n k a m p : R e p r e s e n t a t i v e  Vaska.

V a s k a : T h a n k  y o u  M a d a m  C h a i r m a n .  O n e  m o r e  q u e s t i o n .  . T h e  a f f e c t

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

o f  oil and gas. U s u a l l y .

It d o e s n ' t  t o u c h  - w i t h  c o m p a r a t i v e s .4

Okay, w h a t  a b o u t  all the o t h e r  p r o d u c t i o n s ?

L o e f f l e r : O u r  I'll  tell y o u  w h a t  m y  f e e l i n g  is, I fee l t h a t  it

h e l p s  i n  two r e s p e c t s .  N u m b e r  1 C h a r g e d  r a t e  w i l l  drop this  y e a r  

$ 1 . 6 0  o r  $ 1 . 7 0  f r o m  w h a t  it is today. So n e w  c o m p a n i e s  n o t  t h o s e  

that 

up
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b r e a k i n g  r a t e s  for t h e  n e x t  t e n  y e a r s  to f i g u r e  out

a f t e r  t r a n s p o r t a t i o n  h o w  m u c h  t h e y  get. So I t h i n k  t h a t  helps. 

B e c a u s e  y o u ' r e  f o l l o w i n g  y o u r  t r a n s p o r t a t i o n .  N u m b e r  2 I h a v e  

to t h i n k  t h a t  m o s t  p e o p l e  w i l l  d i f f e r  w i t h

t h a t  r e m o v i n g  this sor t o f  o p e n . s o r e  b e t w e e n  the S t a t e  a n d  oil 

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

p e r s o n a l  j u d g m e n t .

F a h r e n k a m p : A r e  t h e r e  a n y  f u r t h e r  q u e s t i o n s .  A n y  t h i n g  else y o u

w a n t  to b r i n g  to us b e f o r e  w e

B r o w n : O k a y  - one m o r e  t h i n k , J u s t  to try and f o l l o w  this down.

Y o u  s a i d  less than one  in ten, 35 m i l l i o n  dollar s, is the 3 

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

L o e f f l e r : It's 1.7 is the n e t  p r e s e n t  value.

L e v i n e : But.

e v e r y t h i n g  ' a s s u m i n g  it h a p p e n s

B rown: A t  w h a t  i n t e r e s t  rate?

Le v i n e :  6.25 7..
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S t o l l e r : T h a t  is $1.7 b i l l i o n ^  d i s c o u n t e d  at 8 ^  in 1 9 8 2  dollars.

W e  h a v e  t h a t  f i g u r e  f r o m  H i l t  B a r k e r - w h o  d i d  t h e m  today.

B r o w n : H i g h  this w o u l d  b e  lower, and that a s sumes

6. 2 5  7, i n t e r e s t  on it.

L o e f f l e r : W e ' v e  a r g u e d  f o r  a h i g h e r  r a t e  on refun d s ,  a n d  in

o t h e r  a r e a s  t h e  c o m m i s s i o n  doe's a p p l y  a h i g h e r  rate, b u t  the rate  

t h a t ' s  a p p l i e d  in t h e s e  o n e s  a r e  a c c o r d i n g  to an e s t a b l i s h e d  r u l e  

f o r  o i l  p i p e l i n e s  is 6.25.

U n i d e n t i f i e d  l e g i s l a t o r : B u t  w h a t  if is takes ten years i n s t e a d  •

of f i v e  y e a r s ?

L e v i n e :  N e t  p r e s e n t  v a l u e  w i l l  go d o w n  40^.

U n i d e n t i f i e d  l e g i s l a t o r : So w e ' r e  d o w n  to 1 m i l l i o n  d o l l a r s  ten

y e a r s  f r o m  n o w  is the p r o b a b l y

L e v i n e :  T h a t ' s  o f f  the b a c k  of m y  h e a d  r u l e  of 72 I

d o n 't k n o w .

Y o u  c o u l d  f i g u r e  it o u t f i t ' s  n o t  d i f f i c u l t .

F a h r e n k a m p : R e p r e s e n t a t i v e  Brown.

- 2 0 -
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B r o w n : C h a i r  I ' m  s o r r y  to b e  a c t i n g  l i k e  it's the e n d  of a

F r i d a y  a n d  n o t  g o i n g  t h r o u g h  the c h a i r  b u t  y o u  n o w  if the odds 

a r e  t e n  to one a g a i n s t  us, b u t  the i n v e s t m e n t  is two to a 

h u n d r e d ,  a n d  m y  d a d d y  t a u g h t  m e  t h a t  w h e n  the a m o u n t  of m o n e y  

t h a t ' s  o f f e r e d  y o u  in the t a b l e  .is the i n v e r s e  of the odds y o u ' r e ,  

g o i n g  to i m p r o v e  y o u r  h a n d ,  y o u r  g o i n g  to stay in. y o u  d o n ' t  f o l d  

y o u r  c a r d s .

L o e f f l e r : T h a t . d e p e n d s  on y o u r  a p p r o a c h

B r o w n : I j u s t  ran out here, y o u  k now, so.

L o e f f l e r : I - u l t i m a t e l y  y o u  h a v e  to m a k e  the j u d g m e n t ,  I m e a n  I -

it's n o t  m y  judgment,. I ' m  a h i r e d  g u n  as is any lawyer. I can 

g i v e  y o u  m y  c h a n c e s  and m y  t h o u g h t s

C a r e f u l .

L o e f f l e r : h e r e  g e t t i n g  that m u c h  money. slip, y o u

ar e  g e t t i n g  m o n e y  u n d e r  the s e t t l e m e n t ,  I m e a n  so it's n o t  - I 

d o n ' t  k n o w  w h a t  y o u  do.

B r o w n : T w o  d o l l a r s  w i l l  get us a h u n d r e d  a n d  the odds a g a i n s t  us

are t e n  to one again.

L o e f f l e r : T w o  d o l l a r s  m a v  get y o u  a hundred.

- 2 1 - AGO 886300



B r o w n :  W e l l  yeah, the m a y  is in the odds that w i l l  g e t  us two to

o n e  a g a i n s t  us. A n y  p o k e r  p l a y e r  stays in.

L o e f f l e r : But, it depen d s ,  I d o n ' t  p l a y  p o k e r  so m a y b e  that.

F a h r e n k a m p : Rep. K a l f o r d .

H a l f o r d : Y e a h  - let m e  j u s t  t r y  a n d  f o l l o w  that - n o t  b y  a s k i n g

n o t  to s a y  y o u  said the b e s t  is ten to one - for one

t hing, a n d  if its a b i l l i o n  d o l l a r s  ten y e a r s  d o w n  the road,

w h a t  d o e s  the s e t t l e m e n t  g e t  us p e n d i n g  ten y e a r s  d o w n  the road? 

a b i l l i o n  d o l l a r  d i f f e r e n c e  b e t w e e n  the s e t t l e m e n t  and ‘ is 

a b i l l i o n  d o l l a r  d i f f e r e n c e .

L o e f f l e r : In 1982.

H a l f o r d : Right.

L o e f f l e r : b e t w e e n  the s e t t l e m e n t  t o d a y  and w i n n i n g  e v e r y t h i n g  in

1992. T h a t ' s .

As is less t h a n  one out of ten.

L o e f f l e r : Yeah.

F a h r e n k a m p : R e p r e s e n t a t i v e .
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C o t t e n : O f  course, this d i s c u s s i o n  of v a r i o u s  p r o b a b i l i t i e s  of

g e t t i n g  m o n e y  b a c k  d o e s n’t m e a n  too much, b e c a u s e  y o u  got to care 

f o r  v a r i o u s  t a r i f f s  t h r o u g h  to 1992 t h o s e  to so t hat's a

p r e t t y  s u p e r f i c i a l  w a y  of l o o k i n g  at it.

L o e f f l e r (?): Y o u  d o n ' t  h a v e  all the n u m b e r s  in f r o n t  of you.

L e v i n e : n u m b e r s

I t h i n k  the m e t h o d o l o g y  is o v e r w o r k e d  too. But

t h a t 's w h a t

L o e f f l e r : E x c u s e  m e  b u t  I've g o t  to r e a l l y  run.

F a h r e n k a m p : A n y  o b j e c t i o n s ?

C o n d o n : D o  y o u  w a n t  t h e m  b a c k  n e x t  w e e k ?  I'll b r i n g  t h e m  back.

- 2 3 -
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Official Buxine**
Poach V  

State Capitol 
Jtmeau, Alaska 99811

M a y  17, 1982

Wilson L. C o n d o n  
Attorney General 
D e p artment of L a w  
P o u c h  K
J uneau, A K  99811 

Dear Wil:

T h e  m e m b e r s  of the House Special Gas Pipeline Committee a n d  the 
Senate Resources Committee would ]ike to thank you for yo u r  
presentation on the T A P S  settlement. Y o u r  attempted settlement of this 
long standing litigation is to be c o m m e n d e d  a n d  certainly appreciated. 
Although a difficult decision, w e  do not believe that the state should 
proceed with the settlement.

W e  believe that the state should continue with the Phase I litigation in 
order to establish a methodology necessary' for long term stability. 
Although the proposed settlement m a y  be a reasonable compromise of the 
state monetary interests through this decade, w e  believe that it is only 
t h r o u g h  litigation that w e  can establish a principle that m a y  last 
th r ough this century. T h e  development of future North Slope reserves 
will b e  directly affected b y  pipeline tariffs. T h e  present litigation is 
the Lest chance uhe state has of establishing a favorable methodology 
that will materially aid the development of these reserves. Although 
the matter is complex, it is our view that the policy of developing the 
future reserves of the state outweighs the present certainty of the 
revenues that the settlement would secure.

Ev e n  t h o u g h  w e  would not n o w  accept a settlement of the P h a s e  I 
issues, the committee would still consider a Phase ET rate base deduction 
settlement as long as that consideration has no adverse impact o n  either 
the timing or the overall outcome of the Phase I tariff methodology 
decision.

House Special. Gas Pipeline Committee Senate Resources Committee

R H / B F / l s

AGO 886307



FROM: S a n d r a  S c h u b e r t

DATE: May 1 9 ,  1982

RE: Ta p e  o f  TAPs H e a r i n g  -  May 7,  1982

In t h e  p r o c e s s  o f  b e i n g  d u p l i c a t e d ,  Ta p e  I ( 5 / 7 / 8 2 )  b r o k e  

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

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





‘ DEPARTMENT OF NATURAL RESOURCES
JXT7ISI0N OF FOREST,- LAND AND WATER MANAGEMENT

ROBERT LeRESCHE, Commissioner 
Department o f  N a t u r a l  R e so u rc es

DAT' J u l y  8,  1980

FILE NO

TELEPHONE NO.
279-5577

FROL'
THEODORE G. SMITH 
D i r e c t o r

SUBJECT
F o r e s t  P r a c t i c e s  
Demands on S t a t e  
Lands

The a t t a c h e d  i s  a summary o f  f i n d i n g s  p r e p a r e d  b y  my s t a f f  s i n c e  
our June 25 D i r e c t o r ' s  M e e t i n g .  ‘ A s _ y o u  w i l l  n o t e  t h e  s u s t a i n e d  
y i e l d  o f  neede d f o r e s t  p r o d u c t s  may e v e n  now n o t  b e  p r a c t i c a l  due 
t o  e r o s i o n  o f  t h e  S t a t e ' s  l a n d  b a s e  th r ou g h s i n g l e  u s e  a l l o c a t i o n s  
and d i s p o s a l s .  While t h e  r e p o r t  s e t s  f o r t h  a c r e s  b y  r e g i o n ,  i t  
would be s a t i s f a c t o r y  t o  r e t a i n  s i m i l a r  a c r e a g e s  a l o n g  t r a n s p o r t a t i o n  
c o r r i d o r s  e l s e w h e r e  In t h e  S t a t e  wh ene ver  p o s s i b l e .  Even though 
t r a n s p o r t a t i o n  may now be i m p r a c t i c a l  b y  t h e  y e a r  2000 and In l i g h t  
o f  t he  impending P a c i f i c  North we st  t i m b e r  s h o r t a g e ,  h a u l i n g  p r o d u c t s  
lon g d i s t a n c e s  w i t h i n  t h e  S t a t e  s h o u l d  become e c o n o m i c a l l y  d e s i r a b l e .

I encourage you t o  r e t a i n  t h e  S t a t e ' s  r e m a i n in g  f o r e s t e d  a r e a s  i n  
c a t e g o r i e s  e n c o u r a g i n g  m u l t i p l e  u s e  f o r e s t  management.

Acre ages Required b y  Area  o f  t h e  S t a t e  t o  Meet P r o j e c t e d  20 Year 
Demand

Fairbanks -  Current Demand i s  34,000 c o r d s  o f  fu e lw o od  and 80 
a c t i v e  h o u s e l o g  o p e r a t i o n s  p e r  y e a r .  An i n c r e a s e  In t he  p e r c e n t a g e  
c f  homes u s i n g  f u e lw o o d  a s  e i t h e r  a prima ry  o r  s e co n da r y  hea t  
s c a r c e  c o u p le d  with t h e  B o r o u g h 's  10 y e a r  p o p u l a t i o n  I n cre as e 
p r o j e c t i o n s  i n c r e a s e s  t h e  r e q u i r e d  annual  fu e lw o o d  s u p p l y  t o  170, 010 
cords b y  t h e  y e a r  2000 [30% o f  homes use fu e lw o od  now, 70% o f  homes 
w i l l  u s e  fu e lw ood  i n  20 y e a r s ;  p o p u l a t i o n  w i l l  d ou b le  w i t h i n  10 
y e a r s ] .  Th is  w i l l  r e q u i r e  a g r o s s  land a r e a  o f  3,950,000 a c r e s  
w it h  t h e  hardwoods a l l o c a t e d  t o  fu e lw o o d  p r o d u c t i o n  f o r  l o c a l  needs 
from S ta te -o w n e d  l a n d s .  Th is  n e a r l y  4.0 m i l l i o n  a c r e s  should 
produce 22.5 m i l l i o n  b oa r d  f e e t  o f  s o f t w o o d  s n w lo g s  In a d d i t i o n  t o  
the f u e lw o o d .  On a s u s t a i n e d  b a s i s  t h i s  i s  e q u i v a l e n t  t o  the 
p r e s e n t  Fairbanks v i c i n i t y  h o u s e l o g  demand p l u s  some 21.5 m i l l i o n  
board f e e t  o f  s o f t w o o d  s a w l o g s  v h l c h  s h o u ld  be a v a i l a b l e  f o r  l o c a l  
commercial s a w m i l l s  ( p r e s e n t  m i l l i n g  c a p a c i t y  o f  23.0 m i l l i o n  board 
f e e t ) .

Remote p a r c e l  d i s p o s a l s  around t he  N o r t h c e n t r a i  D i s t r i c t  w i l l  add 
an a d d i t i o n a l  1 . 6  m i l l i o n  a c r e s  t o  t h e  h o u s e l c n g  demand s u s t a i n a b l e  
land b a s e  —  i n  t h e  im m edi ate  v i c i n i t y  o f  the d i s p o s a l  s i t e s .  This  
a cr e a g e  v o u l d  a l s o  ‘pu pp or t  t h e  f i r e w o o d  n eed s o f  t h e s e  d i s p o s a l s  
o v e r  the 20 j a r  p r o j e c t i o n *  f i g u r e .



Fairbanks -  The N a t i v e  C o r p o r a t i o n s  can n ot  be depende d on f o r  
s u p p l y i n g  l o c a l  commercial  s a l e s  due t o  t h e  h i g h e r  p r o f i t s  t o  be 
r e a l i z e d  from e x p o r t  o f  t h e  p r o d u c t s  s u r p l u s  t o  t h e i r  n e e d s .  
Reasonably  t h e  n a t i v e s  mig ht  o v e r  t h e  n e x t  20 y e a r s  d e v e l o p  t h e i r  
ovm m i l l i n g  c a p a b i l i t y  a s  f i n i s h e d  p r o d u c t  v a l u e s  i n c r e a s e  l o c a l l y  
due t o  t h e  r e a l i z a t i o n  o f  t h e  impending raw m a t e r i a l  s h o r t a g e  i n  
t h e  P a c i f i c  N o r th w e s t .

In s p i t e  o f  t h i s  s c e n a r i o  I  am c o n f i d e n t  t h a t  t h e  l o c a l  annual  
m i l l i n g  c a p a c i t y  f o r  n o n - n a t i v e  m a t e r i a l  w i l l  i n c r e a s e  from i t s  
cu r r e n t  23.0 m i l l i o n  board  f o o t  l e v e l  t o  30.0 m i l l i o n  b o a r d  f e e t  by 
t h e  y e a r  2000 (as a r e s u l t  o f  i n c r e a s e d  demand and h i g h e r  p r od uc t  
v a l u e s . )  With o n l y  2 1.5  a v a i l a b l e  from t h e  f o u r  m i l l i o n  a c r e s  the 
S t a t e  would h a v e  t o  s e t  a s i d e  a n o t h e r  1 . 5  m i l l i o n  a c r e s  f o r  s a w lo g  
p r o d u c t i o n  b r i n g i n g  t h e  a c r e a g e  f o r  l o c a l  co nsu m p t io n  up t o  5 .5  
m i l l i o n  a c r e s  p l u s  1 . 6  m i l l i o n  a c r e s  a d j a c e n t  t o  r e m o t e  p a r c e l  
s i t e s .

I must a l s o  p o i n t  o u t  t h a t  t h e  a c t u a l  p r o d u c t i o n  o f  t h e  v o lu m e s  
s t a t e d  s h a l l  r e q u i r e  t h e  a p p l i c a t i o n  o f  such s i l v i c u l t u r a l  t r e a t m e n t s  
a s  precomraercial t h i n n i n g  and g e n e t i c s  programs i n  o r d e r  t o  o f f s e t  
t h e  l o s s  o f  a c r e s  due t o  w i l d l i f e  b u f f e r s  and r e c r e a t i o n a l  s i t e s .

D e lt a  V i c i n i t y  -  Fuelwood,  h o u s e l o g  and commercial  m i l l i n g  c a p a c i t i e s  
around D e l t a  would i n d i c a t e  t h a t  200,000 a c r e s  o f  land  w i l l  meet 
t h e  p r e s e n t  n e e d .  With t h e  d e v e l o p m e n t  o f  t h e  a g r i c u l t u r a l  p r o j e c t  
and a s s o c i a t e d  s u p p o r t  s e r v i c e s  t h e  m i l l i n g  c a p a c i t y  s h o u l d  r i s e  t o
5.0 m i l l i o n  b d .  f t .  h o u s e l o g  p e r m i t s  and r o u g h l y  30,000 c o r d s  o f  
fue lwood  a n n u a l l y  b y  t h e  y e a r  20^0. With t h e s e  " g i v e n s "  t h e  S t a t e  
w i l l  need t o  h av e  s e t  a s i d e  935,000 a c r e s  o f  f o r e s t  la n d  t o  meet 
l o c a l  demands.

Taaana Upstream from D e l t a  V i c i n i t y  -  Very l i t t l e  e x a c t  d a t a  on 
demands e x i s t s  i n  t h i s  a r e a .  We do know t h a t  t h e  an n ual  m i l l i n g  
c a p a c i t y  a t  t h e  end o f  1980 w i l l  be 4 m i l l i o n  bo a rd  f e e t .  An a r e a  
o f  700,000 a c r e s  i n  t h e  T o k / T e t l i n / D o t  Lake a r e a  would meet t h i r  
commercial  demand p l u s  a l l o w  f o r  fu e lw t  I. An a d d i t i o n a l  100,000 
a c r e s  would e n a b l e  up t o  45 h o u s e l o g  p e r m i t s  a n n u a l l y .  We do n o t  
p r o j e c t  an i n c r e a s e  In demand f o r  t h i s  a r e a  u n l e s s  o t h e r  a r e a s  a r e  
s h o r t e d .

Yukon R i v e r  -  Upstream from c o n f l u e n c e  o f  the Tanana* — Current 
annual  m i l l i n g  c a p a c i t y  o f  3 m i l l i o n  board f e e t  i s  n o t  l i k e l y  t o  
i n c r e a s e  g r e a t l y  so  600,000 a c r e s  s h o u l d  s a t i s f y  b o t h  t h e  commercial  
need s and up t o  30 h o u s e l o g  p e r m i t s  a n n u a l l y .

-  Downstream from c o n f l u e n c e  o f  the Tanana* -  C u r r e n t  annual  m i l l i n g  
c a p a c i t y  o f  5 m i l l i o n  board f e e t  i s  n o t  l i k e l y  t o  i n c r e a s e  g r e a t l y .  
Commercial needs and up t o  45 h o u s e 1o g s  p e r m i t s  can be accommodated 
with 975,000 a c r e s .

Be t t i e s  V i c i n i t y  -  C u rr e n t  m i l l i n g  c a p a c i t y  o f  1 m i l l i o n  board f e e t  
w i l l  remain a t  no more than t h a t  l e v e l .  Two hundred thousand a c r e s  
s h o u ld  be s u f f i c i e n t  t o  p r o v i d e  s a w lo g s  p l u s  10 h o u s e l o g  p e r m i t s  
and more tha n a d e q u a t e  f u e l w o o d .



Kuskokwim Region* -  Curre nt t o t a l  m i l l i n g  c a p a c i t y  o f  1 1 . 0 m i l l i o n  
b o a r d - i s  l i k e l y  n ot  t o  i n c r e a s e  d u r i n g  the p r o j e c t i o n  p e r i o d .  To 
f u l f i l l  t h i s  need r e q u i r e s  1,925,000 a c r g s  o f  l a n d .  To a l l o w  f o r  
up to  80 h o u s e l o g  p e r m i t s  per y e a r  would add a n o t h e r  168,000 a c r e s  
f o r  a t o t a l  o f  2,093,000 a c r e s  i n  the r e g i o n  w i t h  r o u g h l y  % in  the 
H o l i t n a /  Stony R iv e r  a r e a  and t h e  remainder s p r e a d  u p s t r e a m .  The 
f u r t h e r  t h e  h o u s e l o g  a r e a  i s  downstream t h e ' - g r e a t e r  t h e  a v a i l a b i l i t y  
o f  h o u s e l o g s  t o  t h e  B e t h e l  p o p u l a t i o n  c e n t e r .  I t  may a l s o  be 
r e a s o n a b l e  to  a n t i c i p a t e  d e v e lo p m e n t  o f  a hardwood u t i l i z a t i o n  
scheme f o r  t h e  r e g i o n  by t h e  y e a r  2000.

G l e n n a l l e n  V i c i n i t y  -  The c u r r e n t  m i l l i n g  c a p a c i t y  o f  5 .0  m i l l i o n  
bd.  f t .  an nual  i s  n ot  l i k e l y  t o  i n c r e a s e  due t o  a s c a r c i t y  o f  raw 
m a t e r i a l s .  A r e s e r v e d  a r e a  o f  1,043,000 a c r e s  w o u ld  meet t h i s  
commercial  need p l u s  a l l o w  80 h o u s e l o g  pe r m it s  and a b o u t  22,000 
c ord s o f  fu e lw o o d  which would meet  l o c a l  demands.

M at an u sk a -S u s it n a  V a l l e y / A n c h o r a g e  Area -  Due t o  a l a c k  o f  a v a i l a b l e  
raw m a t e r i a l s  t h e  an n u al  comme rci al  c a p a c i t y  o f  19 m i l l i o n  board 
f e e t  i s  n o t  l i k e l y  t o  i n c r e a s e .  To m a i n t a i n  t h i s  l e v e l  would 
r e q u i r e  3,325,000 a c r e s  which c o u l d  s u p p l y  147,000 c o r d s  o f  f i r e w o o d .  
When p o p u l a t i o n  gro wth  p r o j e c t i o n s  and t he S t a t e  D i s p o s a l  Program 
a r e  i n c l u d e d  to  e s t i m a t e  r e q u i r e m e n ts  to  t h e  y e a r  2000 the f i g u r e  
would d o u b le  t o  6,650,000 a c r e s  pr odu cin g 19 mix l i o n  board f e e t  o f  
s a w l o g s ,  294,000 c o r d s  o f  fu e lw o o d  and 1,584 h o u s e l o g  p e r m i t s  on a 
s u s t a i n e d  b a s i 3 .  Raw f o r e s t e d  p r o d u c t s  a r e  c u r r e n t l y  b e i n g  brought 
i n t o  t he  Mat-Su V a l l e y  from a s f a r  away as  the Yukon T e r r i t o r y .

Kcnai Pe n in su la  -  Small  m i l l s  on t h e  Kenai P e n i n s u la  h av e an annual  
p r o d u c t i o n  c a p a c i t y  42 m i l l i o n  board f e e t .  Even un der  the b e s t  
p o s s i b l e  management and assumi ng 40% from t h e  Moose Range/USFS 
( u n l i k e l y )  t he S t a t e  would need to  m a in ta in  328,000 a c r e s  o f  m o s t ly  
f o r e s t e d  land under management.  This lan d would a l s o  p r o v i d e
38,000 c o r d s  o f  f u e l w o o d .  To meet the h o u s e l o g  p e r m i t  demand o f  
100 per y e a r  would add a n o t h e r  16,000 a c r e s  and p r o v i d e  f o r  an 
a d d i t i o n a l  1,800 c o r d s  per y e a r  o f  f u e lw o o d .  T h is  r e p r e s e n t s  a 
n e c e s s i t y  o f  i m p o r t i n g  more lumber w h i l e  p r o v i d i n g  f o r  a de q u a te  
p e r s o n a l  u s e  and assumes no a l l o c a t i o n  to  l a r g e r  m i l l s  such as 
Seward.

Gulf o f  A la s k a  Region -  I f  we t o t a l l y  d i s c o u n t  s m a l l  m i l l s  and 
n a t i v e  o p e r a t i o n s  and co nc e r n  o u r s e l v e s  s o l e l y  w i t h  l l a i n e s ,  Tyonek, 
and Seward M i l l s  we would need t o  l o c a t e  between 165 and 205 m i l l i o n  
board f e e t  o f  a l l o w a b l e  c u t .  U sin g a c u t t i n g  s c h e d u l e  on a l l  
c u r r e n t l y  a v a i l a b l e  c r e s  a t  Haines,  Yak ataga ( I c y  b a y  to  Cape 
S u c k l in g )  and Shuyak I s l a n d  i n  comparison would y i e l d  t h e  f o l l o w i n g  
c h a r t :

^Excludes a l l  v i l l a g e  m i l l s .


