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IN THE COURT OF COMMON PLEAS 
CUYAHOGA COUNTY, OHIO

JOHN and MARJORIE MOORE 
32 Golden Gate Avenue 
Belvedere, California 94920

and

LOUIS H. GOLDMAN 
12 East 49th Street 
New York, New York 10017

and

DAVID GROJOW 
86 Davison Place 
Englewood, New Jersey 07631

Plaintiffs,

v.

Case

Judge j •
090 THOMAS J . POKORNT

THE STANDARD OIL COMPANY 
200 Standard Oil 31dg.

& Public Square 
Cleveland, Ohio 44114

and

THE BRITISH PETROLEUM COMPANY 
p.I.e.

Britannic House 
Moor Lane
London, England EC2Y9BU 

and

SHAREHOLDERS' CLASS ACTION 
COMPLAINT FOR PRELIMINARY 
AND INJUNCTIVE RELIEF
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BP INTERNATIONAL LIMITED 
Britannic House 
Moor Lana
London, England EC2Y9BU 

and

BP NORTH AMERICA, INC. 
650 Fifth Avanue 
New York, New York

and

ROBERT B. HORTON 
200 Standard Oil Bldg.

6 Public Square 
Cleveland, Ohio 44114

an?

E. JOHN P.' BROWNE 
200 Standard Oil Bldg.
6 Public Square 

Cleveland, Ohio 44114

and

J. COLIN WEBSTER 
200 Standard Oil Bldg.

& Public Square 
Cleveland, Ohio 44114

and

BASIL R. R. BUTLER 
200 Standard Oil Bldg.

i Public Square 
Cleveland, Ohio 44114

and

IAN G. S. HARTIGAN 
200 Standard Oil Bldg.

6 Public Square 
Cleveland, Ohio 44114

and

KENNETH R. KEEP
200 Standard Oil Bldg.

6 Public Square 
Cleveland, Ohio 44114
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and

FRANK E. MOSIER )
200 Standard Oil Bldg. )

6 Public Squara )
Cleveland/ Ohio 44114 )

)
and )

)
RICHARD A. BRAY )
200 Standard Oil Bldg. )

& Public Square )
Cleveland, Ohio 44114 )

)
Defendants. )

Now come the plaintiffs, and for their Complaint against 

defendants, states the following upon information and belief, 

except as to paragraph 1 which is alleged upon knowledge:

1. Plaintiffs John and Marjorie Moore, Louis H. Goldman and 

David Grobow are each the owner of the common stock of defendant 

The Standard Oil Company ("Standard Oil") and have held said 

common stock since prior to the announcement of tha proposed 

tender-offer/freeze-out transaction described herein.

2. Defendant Standard Oil is an Ohio corporation with its 

principal place of business in Cleveland, Ohio, Standard Oil is 

engaged in all phases of the petroleum business, primarily in the 

United States, including the exploration for and production of 

crude oil and natural gas and the transportation, refining and 

marketing of crude oil and petroleum products. In addition (43 a 

result of Standard Oil's purchase, in 1981, of Kennecott Corp.), 

Standard Oil is a mrjor producer and marketer of copper, gold, 

silver and coal, and a leading supplier of refractories, copper,
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brass, mill products and process systems and equipment. Standard 

Oil also manufactures and markets certain chemical products and 

products produced from ilmenite (an ore used to produce products 

for the pigment industry).

3. Standard Oil's oil and gas reserves and production 

facilities are located primarily ii: Alaska, Texas, Oklahoma, 

Louisiana and the Gulf of Mexico; its principal coal reserves and 

mines are located in Illinois, Indiana, Kentucky, Pennsylvania 

and West Virginia; and its ilmenite mine and processing facili- 

ties are located in Quebec, Canada. Standard Oil also has ii Mer­

est* in oil shale and tar sands properties located in Colorado 

and Utah.

4. Standard Oil's most important assets are its petroleum 

reserves and exploration properties, which are located chiefly in 

Alaska and the Gulf Coast region, and its petroleum refining and 

marketing facilities. Standard Oil produces approximately one 

fifth of this country's oil output. As of the end of Standard 

Oil's most recent fiscal year, December 31, 1986, Standard Oil 

had reserves in approximately the following amountss petroleum 

liquids, 2.41 billion barrels; and natural gas, 7.30 trillion 

cubic feet. Standard Oil also had reserves of 7.06 billion tons 

of coal; 100 million troy ounces of silver; 10.4 million troy 

ounces of gold; and 7.3 million tons of copper. These reserves 

hav*5 generated strong cash flow. For example, on or about Janu­

ary 22, 1987 defendants announced that Standard Oil would contin­

ue Its quarterly dividend $.70 per share, and retire debt 

early, cit-ng strong cash flow from operations. 24 7
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5. Standard Oil has tha equivalent of approximately 239 

million shares of common stock ovtstanding. Standard Oil's 

common stock 1 i traded on tha New York and Midwest Stock Exchang­

es and, as of February 28, 1986, was held by approximately 55,760 

shareholders of record. Approximately 130,160,000 shares of 

Standard Oil's common stock, or 55% of all such shares, are owned 

by defendant The British Petroleum Company p.I.e., through its 

wholly owned subsidiary, defendant BP International Limited.

6. Defendant the British Petroleum Company p.I.e. is a 

corporation organi20d under the laws of England. The British 

Petroleum Company and its subsidiaries (including its subsidi­

aries, defendants BP North America, Inc. and BP International 

Limited, collectively referred to hereinafter as "BP"), is the 

largest industrial concern in the United Kingdom, the second 

largest in Europe, and the fifth largest in the non-communist 

world. For the year ended December 31, 1985, (the most recent 

year for whicb BP has published audited financial results), BP 

had revenues of more than 59 billion dollars and profits of more 

than 2.3 billion dollars. In 1970, BP acquired 1,000 shares of 

Special Stock of Standard Oil, each such share equivalent to

125,840 shares of Standard Oil's common stock. BP also owns

4,320,000 shares of Standard Oil’s common stock. As a result of 

BP's ownership of a majority of Standard Oil’s voting shares (as 

well as BP's other relationships with Standard Oil), BP controls 

Standard Oil.
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7. Defendant Robert B. Horton ("Horton") is Chairman of the 

Board and Chief Executive Officer of Standard Oil. In February/ 

1986/ BP ousted Standard Oil's former Chairman and Chief Execu­

tive Officer# Alton W. whitehouse/ and installed Horton in those 

positions. Prior to February/ 1986/ Horton was a Managing Direc­

tor of BP/ in charge of BP's corporate finance and planning and 

its operations in the Western Hemisphere,

3. Defendant E. John P. Browne ("Browne") is Executive Vice 

President, Chief Financial Officer and a director of Standard

Oil. In February, 1986, BP installed Browne in the position of 

Standard Oil's Executive Vice President and Chief Financial 

Officer; in April, 1986 BP placed him on Standard Oil's Board. 

Prior to February, 1986, Browne was Group Treasurer of BP and 

Chief Executive of BP Finance International.

9. Defendant J. Colin Webster ("Webster") is Executive Vice 

President and a director of Standard Oil. In 1985, BP placed him 

on Standard Oil's Board; in February, 1S86, BP installed Webster 

as Executive Vice President of Standard Oil. Prior to February, 

1986, Webster was President of BP North America, in July, 1986, 

Barron's reported with regard to defendants Horton, Browne and 

Webster; "All three have formally left BP, but few people doubt 

that Standard Oil is bising seen as their proving ground. Turn 

Standard Oil around, and plum jobs await them back at Britannia 

House [BP's headquarters) should they wish to return."

10. Defendant Basil R.R. Butler ("Butler") is a Managing 

Director of P'P and Chairman of BP Exploration Company Limited and

2 4 9
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of BP Gas International Limitec.. BP placed Butler on the Board 

of Standard Oil in April, 1986.

11. Defendant Ian G.S. Hartigan ("Hartigan") is President 

of BP North America, a position he has held since April, 1986. 

Prior to then, he was Managing Director of BP Shipping. Also in 

April, 1986, BP installed Hartigan on the Board of Standard Oil.

12. Defendant Kenneth R. Keep ("Keep") is Technical 

Director of BP Exploration. BP installed him on the Board of 

Standard Oil in April 1986.

13. Defendant Frank E. Mosier ("Mosier") is "’resident and 

Chief Operating Officer of Standard Oil. In February, 1986, BP 

ousted the former President and Chief Operating Officer of Stan­

dard Oil, John R. Miller, and installed Mosier in those posi­

tions. Mosier is a director of Standard Oil (since 1980),

Mosier joined Standard Oil in 1953.

14. Defendant Richard A. Bray ("Bray") is Executive Vice 

President of Standard Oil and a director (since January, 1985). 

He joined Standard Oil in 1982. Prior to then, he was Managing 

Director of an oil exploration company in the United Kingdom.

15. The individual defendants constitute a majority of 

Standard Oil's directors. By reason of defendants' stock owner­

ship and/or their positions with Standard Oil, defendants occupy 

a fiduciary relationship with the plaintiff and other public 

stockholders of Standard Oil and owe the plaintiff and the other 

members of the Class the highest obligations of good faith and 

fair dealing.
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Class Action Allegations

16. Plaintiffs bring this action on their own behalf and as 

a class action, pursuant to Rule 23 of the Ohio Rules of Civil 

Procedure, on behalf of all common stockholders of Standard Oil 

{except the defendants herein and the members of the immediate 

families of the individual defendants), and their successors in 

interest, who are or will*be threatened with the deprivation of 

their equity interest in Standard Oil by reason of the proposed 

elimination of the public stockholders of Standard Oil through 

the transactions hereinafter described.

17. This action is properly maintainable as a class action 

for the following reasons:
i

(a) The class of stockholders for whose benefit this 

action is brought is so numerous that joinder of all class mem­

bers is impracticable. As of October 31, 1S86, there ware ap­

proximately 109 million common shares of Standard Oil outstand­

ing (other than those owned by BP), owned by approximately 56,000 

shareholders of record. Members of the class are scattered 

throughout the United States.

(b) Thera are questions of law and fact which are 

common to members of the class and which predominate over any 

questions affecting any .individual members. The common questions 

include, inter alia, the following:

(i) whether the defendants have engaged in a plan 

and scheme to defraud the members of the class;



( i i )  w h e t h e r  t h e  d e f e n d a n t s  h a v e  e n g a g e d  i n  a p l a n  

a n d  s c h em e  t o  u n l a w f u l l y  " f r e e z e - o u t 1* t h e  p u b l i c  s t o c k h o l d e r s  o f  

S t a n d a r d  O i l *

( i i i )  w h e t h e r  t h e  p r o p o s e d  t e n d e r  o f f e r / f r e e z e - o u t  

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

a s  t o  c o n s t i t u t e  a  f r a u d  u p o n  t h em ;

( i v )  w h e t h e r  d e f e n d a n t s  h a v e  f a i l e d  t o  d i s c l o s e  

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

S t a n d a r d  O i l  i n  o r d e r  t o  d e p r e s s  t h e  m a r k e t  p r i c e  f o r  S t a n d a r d  

O i l  t o  e n a b l e  d e f e n d a n t s  t o  t a k e  S t a n d a r d  O i l  p r i v a t e  a t  a  f r a u d ­

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

( v )  w h e t h e r  d e f e n d a n t s  h a v e  b r e a c h e d  t h e i r  

f i d u c i a r y  a n d  t h e  o t h e r  common l aw  d u t i e s  owed by  t h em  t o  p l a i n ­

t i f f  a n d  t h e  m embe r s  o f  t h e  c l a s s ;  a n d

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

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

S t a n d a r d  O i l  i n  v i o l a t i o n  o f  t h e  l a w s  o f  t h e  S t a t e  o f  O h i o .

( c )  T h e  c l a i m s  o f  t h a  p l a i n t i f f s  a r e  t y p i c a l  o f  t h e  

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

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

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

h o l d e r  l i t i g a t i o n .

( d )  X c l a s s  a c t i o n  i s  s u p e r i o r  t o  o t h e r  a v a i l a b l e  

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

w h i c h  m e  a s s e r t e d ,  a n d  no  u n u s u a l  d i f f i c u l t i e s  a r e  l i k e l y  t o  b e

e n c o u n t e r e d  i n  t h e  m a n a g em en t  o f  t h i s  c l a s s  a c t i o n .  The  l i k e l i -

2152
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h o o d  o f  t h e  i n d i v i d u a l  c l a s s  m embe r s  p r o s e c u t i n g  s e p a r a t e  c l a i m s  

i s  r e m o t e .

C a u s e  o f  A c t i o n  A g a i n s t  A l l  D e f e n d a n t s

1 8 .  By v i r t u e  o f  t h a  a c t s  a n d  c o n d u c t  a l l e g e d  h e r e i n ,  t h e  

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

e l i m i n a t e  t h e  p u b l i c  common s t o c k h o l d e r s  o f  S t a n d a r d  O i l  a nd  

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

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

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

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

o f  t h e i r  i n v e s t m e n t  i n  S t a n d a r d  O i l  a n d  a l l  o f  i t s  p r e s e n t  a n d  

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

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

1 9 .  T h e  s o l e  a n d  p r i m a r y  o b j e c t i v e  o f  t h a t  p l a n  and  s ch em e  

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

d a r d  O i l  f o r  a  f r a u d u l e n t l y  l ow  an d  u n f a i r  p r i c e .  The  p l a n  and  

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

t o  f r e e t e - o u t  t h e  p u b l i c  s t o c k h o l d e r s  o f  S t a n d a r d  O i l .

2 0 .  I n  f u r t h e r a n c e  o f  t h i s  p l a n  a n d  s c h e m e ,  o n  o r  a b o u t  

F e b r u a r y  2 4 ,  1 9 8 6 ,  BP a n n o u n c e d  t h a t  i t  h a d  p e r e m p t o r i l y  o u s t e d  

S t a n d a r d  O i l ' s  f o r m e r  C h a i rm a n  o f  t h e  B o a r d  a n d  C h i e f  E x e c u t i v e  

O f f i c e r  a n d  f o r m e r  P r e s i d e n t  a n d  C h i e f  O p e r a t i n g  O f f i c e r ,  a n d  

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

d a n t s ,  a s  t h e  m a n a g em e n t  o f  S t a n d a r d  O i l .  ht  t h e  same t i m e ,  BP 

" p a c k e d "  t h e  B o a r d  o f  D i r e c t o r s  o f  S t a n d a r d  O i l  s o  t h a t ,  f o r  t h e

2  S3
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f i r s t  t i m e ,  a  m a j o r i t y  o f  t h e  S t a n d a r d  O i l  B o a r d  c o n s i s t e d  o f  

e x e c u t i v e s  a p p o i n t e d  b y  BP. By t h o s e  a c t s ,  BP made c l e a r  t h a t  i t  

i n t e n d e d  t o  o p e r a t e  S t a n d a r d  O i l  f o r  i t s  . . e n e f i t ,  a n d  t h a t  

a n y o n e  who c h a l l e n g e d  B P ' s  d o m i n a t i o n  a n d  c o n t r o l  o f  s t a n d a r d  O i l  

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

2 1 .  P u r s u a n t  t o  t h e  p l a n  a n d  s c h em e  o f  t h e  d e f e n d a n t s ,  o n  

o r  a b o u t  M a r c h  2 6 ,  1 9 8 6 ,  d e f e n d a n t  BP a n n o u n c e d  a p r o p o s a l  t o  

a c q u i r e  t h e  a p p r o x i m a t e l y  45% o f  S t a n d a r d  O i l ' s  common s t o c k  t h a t  

w a s  n o t  a l r e a d y  owned  b y  i t .  U nd e r  s a i d  p l a n ,  t h e  common s t o c k ­

h o l d e r s  o f . S t a n d a r d  O i l  w o u l d  r e c e i v e  o n l y  S e v e n t y  D o l l a r s  

( $ 7 0 . 0 0 )  p e r  s h a r e .

2 2 .  D e f e n d a n t s '  p l a n  a n d  s c h em e  i s  a n  a t t e m p t  t o  f o r c e  o u t  

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

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

o f  e n r i c h i n g  t h e  d e f e n d a n t s .  The S e v e n t y  D o l l a r s  ( $ 7 0 . 0 0 )  p e r  

s h a r e  p r i c e  p r o p o s e d  t o  b e  p a i d  t o  t h e  r ’- b l i c  s t o c k h o l d e r s  i s  s o  

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

s h a r e h o l d e r s  o f  S t a n d a r d  O i l .  The  i n t r i n s i c  v a l u e  o f  t h e  s t o c k  

o f  S t a n d a r d  O i l  i s  m a t e r i a l l y  i n  e x c e s s  o f  S e v e n t y  D o l l a r s  

( $ 7 0 . 0 0 )  p e r  s h a r e ,  g i v i n g  d u e  c o n s i d e r a t i o n  t o  i t s  a s s e t s ,  i t s  

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

n e s s ,  i t s  e a r n i n g s  a n d  e a r n i n g s  p o w e r ,  p r e r e n t  a n d  p r o j e c t e d .

T h e  p r o p o s e d  p r i c e  o f  S e v e n t y  D o l l a r s  ( $ 7 0 . 0 0 )  p e r  s h a r e  i s  a  

f r a u d u l e n t  a n d  u n f a i r  e f f o r t  by  t h e  d e f e n d a n t s  t o  t a k e  a d v a n t a g e  

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

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

— n ^
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w h i c h  d e f e n d a n t s  e x p e c t  t o  o b t a i n  f r om  t h e  p r o j e c t e d  g r o w t h  o f  

S t a n d a r d  O i l ' s  e a r n i n g s .

2 3 .  The  p r o p o s e d  t e n d e r  o f f e r / f r e e z e - o u t  p r i c e  o f  S e v e n t y  

D o l l a r s  ( $ 7 0 . 0 0 )  p e r  s h a r e  i s  n o t  t h e  r e s u l t  o f  a r r a ' s - l e n g t h  

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

t h e  c u r r e n t  v a l u e  o f  S t a n d a r d :  O i l ' s  s h a r e s ,  a s s e t s ,  o r  b u s i n e s s ,  

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

t h e i r  p l a n  t o  o b t a i n  o w n e r s h i p  o f  S t a n d a r d  O i l ' s  a s s e t s  a n d  

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

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

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

2 4 .  I n  p r o p o s i n g  t h e  f r e e z e - o u t  o f  S t a n d a r d  O i l ' s  m i n o r i t y  

s h a r e h o l d e r s ,  d e f e n d a n t s  a r e  s e e k i n g  t o  a p p r o p r i a t e  f o r  t h e i r  own 

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

S t a n d a r d  O i l ' s  e x t r a o r d i n a r y  p o t e n t i a l  f o r  p r o f i t a b i l i t y  a nd  

g r o w t h .  F o r  e x a m p l e i

( a )  D e f e n d a n t s  h a v e  t i m e d  t h e  t e n d e r  o f f e r / f r e e z e  o u t  

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

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

e s t i m a t e d  mean e a r n i n g s  p e r  s h a r e  f o r  s t a n d a r d  o i l  o f  $ 3 . 6 3  p e r  

s h a r e  i n  1987 a n d  $ 4 . 7 9  i n  1 9 88 ,  c o m p a r e d  t o  a  l o s s  o f  $ 1 . 3 2  p e r  

s h a r e  i n  1986 a n d  e a r n i n g s  o f  o n l y  $ 1 . 3 1  p e r  s h a r e  i n  1 985 .

( b )  S t a n d a r d  n i l  h a s  t a k e n  a c t i o n  i n  1986 " t o  

r e p o s i t i o n  t h e  company  s o  t h a t  i t  w i l l  p e r f o r m  w e l l  i n  a n  e n v i ­

r o n m e n t  o f  l ow  an d  v o l a t i l e  o r  d u e  o i l  p r i c e s ,  b a s e d  on  t h e  

a s s u m p t i o n  t h a t  p r i c e s  w i l l  a v e r a g e  $15 p e r  b a r r e l  M r e a l  t e r m s



f ew  y e a r s . "  1986 S t a n d a r d  O i l  A n n u a l  R e p o r t . I n  

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

i n  e x c e s s  o f  $15 p e r  b a r r e l /  c l o s i n g  o n  t h e  New 

•York M e r c a n t i l e  E x c h a n g e  o n  M a r c h  2 5 ,  1987 a t  a  p r i c e  o f  $ 1 8 . 7 1  

p e r  b a r r e l .  B a s e d  o n  S t a n d a r d  O i l ' s  c u r r e n t  p r o d u c t i o n  l e v e l s /  

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

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

( c )  O n l y  l a s t  y e a r /  S t a n d a r d  O i l ' s  f o r m e r  C h i e f  

E x e c u t i v e  O f f i c e r  (who d e f e n d a n t s  o u s t e d )  r e p r e s e n t e d  t o  S t a n d a r d  

O i l ’ s  s h a r e h o l d e r s :

S 'oh io  G o a l  i s  'L o ng -T e rm  V a l u e
# * *

S t a n d a r d  O i l ' s  a b i l i t y  t o  c r e a t e  a  
c o m p e t i t i v e  a d v a n t a g e  i s  made e a s i e r  b y  t h e s e  
f a c t o r s  t

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

* * *

I n v e s t m e n t  E m p h a s i s  S h i f t s

We h a v e  come a  l ? n g  way t o w a r d  c r e a t i n g  
a  s t r o n g ,  i n t e g r a t e d  e n e r g y  company  t h a t  i s  
w e l l  p o s i t i o n e d  f o r  t h e  f u t u r e .

When P r u d h o e  Bay { A l a s k a  r e s e r v e s ]  was  
b r o u g h t  o n  s t r e a m .  S t a n d a r d  O i l ' s  b u s i n e s s  
w a s  s m a l l  a n d  n a r r o w .  S i n c e  t h e n ,  we h a v e  
made s u b s t a n t i a l  i n v e s t m e n t s  i n  o i l  a n d  g a s  
e x p l o r a t i o n ,  c o a l  r e s e r v e s ,  m e t a l s  m i n i n g ,  
c h e m i c a l s  a n d  m o s t  r e c e n t l y ,  p e t r o l e u m  r e f i n ­
i n g  a n d  m c . r k e t i n g .

O u r  m a j o r  p o s i t i o n i n g  i n v e s t m e n t s  a r e  b e h i n d  
u s , . . . t h e  m a j o r  r o l e  o f '  o u r ’ i n v e s t m e n t s  now 
i l l  b e  . . o n  t r a n s l a t i n g  o u r  n o n - i n c o m e  p r c -
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d u c i n g  a s s e t s  —  s u c h  a s  i d l e  c o a l  r e s e r v e s  
a n d  u n d e v e l o p e d  e x p l o r a t i o n  a c r e a g e  —  i n t o  
i n come p r o d u c i n g  a s s e t s .

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

T h e s e  a c t i o n s  i m p l y  t h a t  t h e  a c q u i r i n g  
c o m p a n i e s ,  w h i l e  p a y i n g  a  p r em ium  o v e r  t h e ' 
s t o c k  m a r k e t  v a l u a t i o n s , b e l i e v e  t h e y  a r e  
a c q u i r i n g  r e s e r v e s  a n d  o t h e r  a s s e t s  c h e a p e r  
a n d  w i t h  l e s s  r i s k  t h a n  t h e y  c o u l d  b y  e x p l o ­
r a t i o n  a n d  d i r e c t  I n v e s t m e n t .

* * *  •

R e s e r v e s  I n c r e a s e d  >

I n  1 98 4 ,  we a n n o u n c e d  t h r e e  p r o d u c t i o n  
d e v e l o p m e n t  p r o j e c t s  i n  A l a s k a  —  t h e  
e n d i c o t t  f i e l d ,  t h e  L i s b u r n e  p o o l  o f  t h e  
P r u d h o e  Bay  f i e l d ,  a n d  t h e  P r u d h o e  Bay M i s c i -  
b l e  Gas  P r o j e c t .

I n  t o t a l ,  t h o s e  t h r e e  p r o j e c t s  a d d e d  310 
m i l l i o n  b a r r e l s  t o  o u r  p r o v e d  r e s e r v e s .  As a 
r e s u l t  [ S t a n d a r d  O i l ' s ]  r e s e r v e s  a t  y e a r - e n d  
1984 e x c e e d e d  t h o s e  a t  y e a r - e n d  1983 a n d  1982 
a s  w e l l  ( e m p h a s i s  a d d e d  a n d  i n  t h e  o r i g i n a l ) .

( d )  T h e n ,  s h o r t l y  b e f o r e  h i s  d i s m i s s a l ,  h e  s i m i l a r l y

r e p r e s e n t e d  t o  S t a n d a r d  O i l ' s  s h a r e h o l d e r s «

I n  A l a s k a ,  o u r  m a j o r  o i l  a n d  g a s  
p r o d u c t i o n  p r o j e c t s  a r e  a h e a d  o f  s c h e d u l e  a n d  
u n d e r  b u d g e t . A l s o ,  t h e  p r o d u c t i o n  p l a t e a u  
o r  t h e  P r u d h o e  Bay f i e l d  was  e x t e n d e d  i n t o  
1988 by  c o n t i n u e d  d e v e l o p m e n t  e f f o r t s .

We a c c e l e r a t e d  o u r  e v a l u a t i o n  o f  t h e  
a u b a t a n t i a l  p o r t f o l i o  o f  e x p l o r a t i o n  a c r e a g e  
a c q u i r e d  s i n c e  1 9 8 1 , p a r t i c u l a r l y  i n  L ow e r  48 
S t a t e s  p r o s p e c t s .

I n  t h e  ^ u l f  o f  M e x i c o ,  we made 
s i g n i f i c a n t  d i s c o v e r i e s  o n  E a s t  B r e a k s  B l o c k  
165 a n d  Ew ing  Bank  B l o c k  826 ,  a n d  we h a v e

2157
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commenced  c o n s t r u c t i o n  o f  a p r o d u c t i o n  p l a t ­
f o rm  f o r  t h a  E a s t  B r e a k s  d i s c o v e r y .

On t h e  i n t e r n a t i o n a l  f r o n t ,  w h e r e  t h e r e  
i s  t h e  o p p o r t u n i t y  t o  b e  e x p o s e d  t o  s i z a b l e  
i n v e s t m e n t  o p p o r t u n i t i e s  a t  h i g h e r  r a t e s  o f  
r e t u r n , we a c q u i r e d  a  t h r e e - m i l l i o n - a c r e  
c o n c e s s i o n  o f f s h o r e  Q a t a r  a n d  e n t e r e d  i n t o  a 
C a n a d i a n  e x p l o r a t i o n  j o i n t  v e n t u r e .

I n  r e f i n i n g  a n d  m a r k e t i n g ,  t h a  n e v l v
a c q u i r e d  G u l f  O i l  C o r p o r a t i o n  p r o p e r t i e s  
c o n t r i b u t e d  i m p o r t a n t l y  t o  t h a t  b u s i n e s s ' s  
Im p r o v e d  I n c om e  ( e m p h a s i s  a d d e d ) .

( e )  W o r l d w i d e  e c o n o m i c  a n d  p o l i t i c a l  c o n d i t i o n s  a t  t h e  

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

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

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

i n c r e a s e .  F o r  e x a m p l e ,  B P ' s  C h a i rm a n ,  S i r  P e t e r  W a l t e r s  was  

q u o t e d  i n  J .  l y  1986 a s  s t a t i n g  t h a t ,  "The  l o w e r  t h e  o i l  p r i c e  

g o e s  now ,  t h e  m o r e  l i k e l y  i t  i s  t o  b o u n c e  b a c k  i n  t h e  1 9 9 0 '9 . "  

A l s o ,  i n  J u l y ,  1 9 8 6 ,  S i r  P e t e r  W a l t e r s  a d m i t t e d  t h a t  BP was 

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

O i l . "  Ha c o n c e d e d  t h e n :  " A l t h o u g h  i t  may b e  c h e a p e r  t o  make t h e

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

B e t t e r  t o  p a y  h i g h e r  p r i c e s  f o r  mo re  v a l u a l . l e  o b j e c t s  when y o u ' r e  

s u r e  o f  t h a  v a l u e " ( e m p h a s i s  a d d e d ) .

( f )  D u r i n g  1 986 ,  S t a n d a r d  O i l  r e c e n t l y  a n n o u n c e d  t h a t  

i t  w a s  d i s p o s i r g ,  m o d e r n i z i n g  a n d  w r i t i n g  o f f  c e r t a i n  a s s e t s ,  

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

a c q u i r e d  i n  1 9 8 1 .  S i n c e  t h e i r  a c q u i s i t i o n  b y  S t a n d a r d  O i l ,  t h o s e  

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

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

f r e e z e - o u t  o f  S t a n d a r d  O i l ' s  p u b l i c  s h a r e h o l d e r s ,  b u t  a l s o  w i l l  

v e r y  m a t e r i a l l y  i n c r e a r a  S t a n d a r d  O i l ' s  c a s h  f l o w  an d  p r o f i t a b i l ­

i t y .  S t a n d a r d  O i l  s t a t e d  t h a t  i t  e x p e c t e d  t h i s  p r o g r a m  t o  p r o ­

v i d e  m o r e  t h a n  $500 m i l l i o n  o f  n e t  c a s h  i n f l o w s  a nd  p r o v i d e  

a d d i t i o n a l  I n c om e  i n  f u t u r e  y e a r s ,  BP h a s  c o n c e d e d  t h a t ,  a l ­

t h o u g h  " [ t ) h e  I m m e d i a t e  r e s u l t  [ o f  t h e s e  c h a n g e s ]  i s  v e r y  l a r g e  

w r i t e - o f f s  i n  c o p p e r  a n d  c o a l  m i n i n g ,  o i l  a n d  g a s  e x p l o r a t i o n  a nd  

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

d a r d  O i l  w i l l  b e  o p e r a t i n g  f r om  a s t r o n g e r  b a s e  { e m p h a s i s  a d d ­

e d ) . "

( g )  T h e  p r o p o s e d  t e n d e r  o f f e r / f r e e z e - o u t  o f  S e v e n t y  

D o l l a r s  ( $ 7 0 . 0 0 )  f o r  e a c h  s h a r e  o f  S t a n d a r d  O i l  s t o c k  t r a n s l a t e s  

i n t o  a  t o t a l  v a l u e  o f  a p p r o x i m a t e l y  $ 7 . 4  b i l l i o n  a s s i g n e d  by  BP 

t o  a l l  o f  S t a n d a r d  O i l ' s  r e s e r v e s ,  u n d e v e l o p e d  a c r e a g e ,  r e f i n i n g  

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

O i l ' s  d e b t .  B a s e d  u p o n  e v a l u a t i o n s  o f  o i l  a n d  g a s  r e s e r v e s  by  

r e c o g n i z e d  a p p r a i s e r s  a n d  . j l o g i s t s  a n d  p r i c e s  p a i d  and  o f f e r e d  

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

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

e x c e s s  o f  t h e  S e v e n t y  D o l l a r s  ( $ 7 0 . 0 0 )  t e n d e r  o f f e r / f r e e z e - o u t  

p r i c e .

( h )  T h e  p r i c e  o f  S e v e n t y  D o l l a r s  ( $ 7 0 . 0 0 )  p e r  s h a r e  

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

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



e l u d i n g  t h e  a c q u i s i t i o n  p r i e s  o f f e r e d  by  T e x a c o ,  I n c .  f o r  t h e  

G e t t y  O i l  Company ,  a n d  t h e  d am a g e s  r e c e n t l y  a w a r d e d  t o  P e n n z o i l ,

I n c . ,  f o r  t h e  l o s s  o f  G e t t y ' s  o i l  r e s e r v e s .

( i )  S t a n d a r d  O i l  r e c e n t l y  p u r c h a s e d  f r om  G u l f  O i l

C o r p .  a  r e f i n e r y  i n  L o u i s i a n a  w i t h  a c a p a c i t y  o f  2 0 0 , 0 0 0  b a r r e l s

p e r  d a y ,  f o r  a p r i c e  o f  a p p r o x i m a t e l y  $583 m i l l i o n  ( i n c l u d i n g  

$268 m i l l i o n  o f  i n v e n t o r i e s ) ,  a t  a  t i m e  when  r e f i n i n g  a n d  m a r k e t ­

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

e n d e d  D e c em b e r  3 1 ,  1 9 8 5 ,  S t a n d a r d  O i l ' s  r e f i n i n g  a n d  m a r k e t i n g  

e a r n i n g s  i n c r e a s e d  mo re  t h a n  100%, t o  $424 m i l l i o n .  I n  J u l y ,

1 9 8 6 ,  B a r r o n ' s  r e p o r t e d  t h a t  S t a n d a r d  O i l ' s  " d o w n s t r e a m  o p e r a ­

t i o n s  a r e  among t h e  m o a t  p r o f i t a b l e  o f  a n y  o i l  m a j o r ,  a n d  [ S i r  

P e t e r )  W a l t e r s  d e s c r i b e s  t h e  r e c e n t  $613 m i l l i o n  p u r c h a s e  o f  G u l f  

O i l ' s  r e f i n i n g  a n d  m a r k e t i n g  o p e r a t i o n s  i n  t h e  S o u t h e a s t  a s  ' a  

s u p e r  b u y ' . "

( j )  S t a n d a r d  O i l  r e c e n t l y  e l i m i n a t e d  a p p r o x i m a t e l y  

1 , 3 0 0  s t a f f  p o s i t i o n s ,  w h i c h  w i l l  e n a b l e  S t a n d a r d  O i l  t o  e n j o y  

d r a m a t i c  f u t u r e  c o s t  s a v i n g s .

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

u n f a i r  t e n d e r  o f f e r / f r e e z e  o u t ,  m an a g em en t  o f  S t a n d a r d  O i l ,  w h i c h  

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

r e t i r e m e n t  o f  $ 1 . 3  b i l l i o n  o f  d e b t  a s s o c i a t e d  w i t h  n i n e  s e p a r a t e  

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

i n  t h e  o p e n  m a r k e t .  T h e  e a r l y  r e t i r e m e n t  o f  c e r t a i n  o f  t h e  h i g h -  

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

t o  S t a n d a r d  O i l .



2 5 .  A l t h o u g h  d e f e n d a n t *  a n  now s u r e  t h a t  S t a n d a r d  O i l ,  i t *  

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

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

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

2 6 .  P r i o r  t o  a n n o u n c i n g  t h e  p r o p o s e d  f r e e z e - o u t ,  d e f e n d a n t s  

d i d  n o t  ( i )  u n d e r t a k e  a n  a d e q u a t e  e v a l u a t i o n  o f  S t a n d a r d  O i l ' s  

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

q u a t e  s t e p s  t o  e n h a n c e  S t a n d a r d  O i l ' s  v a l u e  o r  a t t r a c t i v e n e s s  a s  

a  m e r g e r  o r  a c q u i s i t i o n  c a n d i d a t e ;  ( i i )  e f f e c t i v e l y  a t t e m p t  t o  

d i s p o s e  o f  S t a n d a r d  O i l ' s  a s s e t s ;  ( i i i )  * c t  s o  t h a t  t h e  i n t e r e s t s  

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

2 7 .  The  m a r k e t p l a c e  h a s  a l r e a d y  d e t e r m i n e d  t h a t  t h e  S e v e n t y  

D o l l a r s  ( $ 7 0 . 0 9 )  p e r  s h a r e  i s  u n f a i r .  W i t h i n  s e v e r a l  h o u r s  o f  

t h e  a n n o u n c e m e n t  o f  t h e  t e n d e r  o f f e r / f r e e z e  o u t  o n  M a rc h  2 6 ,  

S t a n d a r d  o i l  s t o c k  was  t r a d i n g  a t  S e v e n t y - T w o  D o l l a r s  ( $ 7 2 . 0 0 )  o n  

t h e  New Y o r k  S t o c k  E x c h a n g e .  A d d i t i o n a l l y ,  BP s t o c k  h a s  a l s o  

r i s e n  $ 2 . 6 1 2 5  w i t h i n  h o u r s  o f  t h e  a n n o u n c e m e n t ,  a s  t h e  m a r k e t ­

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

t h e  c o m p a n i e s .

2 8 .  T h e  t e r d e r  o f f e r / f r e e z e - o u t  s e r v e s  n o  l e g i t i m a t e  b u s i ­

n e s s  p u r p o s e ' o f  S t a n d a r d  O i l ,  a n d  i s  a n  a t t e m p t  b y  t h e  d e f e n d a n t s  

t o  a g g r a n d i z e  t h e i r  own i n t e r e s t s  e n d  f i n a n c e s  a t  t h e  e x p e n s e  a n d  

t o  t h e  d e t r i m e n t  o f  t h e  p u b l i c  s t o c k h o l d e r s  o f  S t a n d a r d  O i l .

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

s h a r e  p r o p o r t i o n a t e l y  i n  t h e  t r u e  v a l u e  o f  S t a n d a r d  O i l ' s  v a l u ­

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



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

t h e  b e n e f i t  o f  t h e  d e f e n d a n t s  a t  a  f*  u d u l e n t l y  u n f a i r  a n d  i n a d e ­

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

r a t e  a f f a i r s  o f  S t a n d a r d  O i l  ( a n d  b e c a u s e  t h e y  a r e  i n  p o s s e s s i o n  

o f  c o r p o r a t e  i n f o r m a t i o n  c o n c e r n i n g  S t a n d a r d  O i l ' s  a s s e t s / b u s i ­

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

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

S t a n d a r d  O i l  i s  u n e q u a l  w h i c h  m ake s  i t  g r o s s l y  a n d  i n h e r e n t l y  

u n f a i r  f o r  t h e  d e f e n d a n t s  t o  o b t a i n  o w n e r s h i p  o f  S t a n d a r d  O i l ' s  

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

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

t h em )  h a v e  s e t .

2 9 .  M o r e o v e r /  d e f e n d a n t s  h a v e  t i m e d  t h e  a n n o u n c e m e n t  o f  t h e  

p r o p o s e d  t e n d e r  o f f e r / f r e e z e - o u t  t r a n s a c t i o n  t o  t a k e  u n f a i r  

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

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

a d v a n t a g e .

3 0 .  I n  a d d i t i o n ,  S t a n d a r d  O i l ' s  b u s i n e s s  i s  e s p e c i a l l y  

v a l u a b l e  t o  BP b e c a u s e ,  ( a )  S t a n d a r d  O i l ' s  l a r g e  d o m e s t i c  r e ­

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

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

a n d  ( b )  p u r s u a n t  t o  B P ' s  a c c o u n t i n c  p o l i c i e s ,  DP c a n  r e d u c e  

S t a n d a r d  O i l ' s  d e f e r r e d  t a x a t i o n  c h a r g e  t o  a  r e s t r i c t e d  l i a b i l i t y  

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

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

membe r*  o f  t h e  c l a s s  a n d  h a v e  e n g a g e d  i n /  k n o w i n g l y  a n d  s u b s t a n ­

t i a l l y  a s s i s t e d  i n /  a n d  a i d e d  a n d  a b e t t e d  e a c h  o t h e r  i n  a  b r e a c h  

o f  t h e i r  f i d u c i a r y  d u t y  t o  t h e  c l a s s .

3 2 .  T h e  p l a i n t i f f s  a n d  t h e  o t h e r  c l a s s  m embe r s  a r e  

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

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

t h e m .

3 3 .  T h e  p l a i n t i f f s  a n d  membe r s  o f  t h e  c l a s s  h a v e  no  

a d e q u a t e  r e m e d y  a t  l a w .

WHEREFORE/ t h e  p l a i n t i f f s  dera&nd j u d g m e n t /  a s  f o l l o w s :

A. E n j o i n i n g ,  p r e l i m i n a r i l y  a n d  p e r m a n e n t l y ,  t h e  

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

c l a s s  m embe r s  a n d  t h e i r  e q u i t y  i n t e r e s t  i n  S t a n d a r d  O i l ;

B. I n  t h e  e v e n t  t h a t  t h e  p r o p o s e d  a c q u i s i t i o n  o f  S t a n d a r d
4

O i l  i s  c o n s u m m a t e d ,  r e s c i n d i n g  i t  a n d  s e t t i n g  i t  a s i d e ;

C. R e q u j  ' ' g  t h a t  t h e  d e f e n d a n t s  a c c o u n t  t o  t h e  p l a i n t i f f s  

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

d a m a g e s ,  and -  i n j u r i e s  s u s t a i n e d  b y  t h e  c l a s s  a s  a  r e s u l t  o f  t h e  

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

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

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

e x p e n s e s  o f  t h e i r  a t t o r n e y s ,  e x p e r t s  a n d  a c c o u n t a n t s ;  and
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E .  G r a n t i n g  s u c h  o t h e r  a n d  f u r t h e r  r e l i e f  a s  may b e  J j s t  

a n d  p r o p e r  i n  t h e  p r e m i s e s .

XRTER £ HADDEN

E s q .
Ma rk  F .  M c C a r t h y , E s q .  
1100 H u n t i n g t o n  B u i l d i n g  
C l e v e l a n d ,  O h i o  44115 
( 2 1 6 )  6 9 6 - 1 1 0 0

WOLF POPPER ROSS WOLF S JONES

By  nUv* P .
S t e p h e n  D. O e s t r e i c h ,  'E sq .  U 
J e f f r e y  H. S q u i r e ,  E s q .
845 T h i r d  A v e n u e
New Y o r k ,  New Yo rk  10022
( 2 1 2 )  7 5 9 - 4 6 0 0

LOWEY, DANNENBEAG 6 KNAPP, 
P .C .

747 T J w d  A v e n u e
New Y o r k ,  New Y o rk  10017
(212  7 5 9 - 1 5 0 4

ABBEY £ ELLIS

212 E a s t  3 9 t h  S t r e e t  
New Y o r k ,  New Y o rk  10017 
(2 12 )  8 8 9 - 3 7 0 0

a n d

a n d

A t t o r n e y s  f o r  P l a i n t i f f s



IN  VHE COURT OF COMMON PLEAS 
CUYAHOGA COUNTY, OHIO

IN  RE THE STANDARD OIL COMPANY/ ) CONSOLIDATED
BRITISH PETROLEUM LITIGATION ) CASE NO. 1 26760

STIPULATION OF SETTLEMENT

WHEREAS t

A .  T h e  B r i t i s h  P e t r o l e u m  Company  p . I . e .  ( " B P " ) ,  

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

( " B P I " ) ,  ow n s  1 , 0 0 0  s h a r e s  o f  S p e c i a l  S t o c k ,  w i t h o u t  p a r  

v a l u e ,  o f  t h e  S t a n d a r d  O i l  Company  ( " S t a n d a r d " ) ,  e q u i v a l e n t  

t o  1 2 5 , 8 4 0 , 0 0 0  s h a r e s  o f  Common S t o c k ,  w i t h o u t  p a r  v a l u e ,  o f  

S t a n d a r d  ( " S h a r e s " ) ,  a n d  4 , 3 2 0 , 0 0 0  S h a r e s ,  c o n s t i t u t i n g  a n  

a g g r e g a t e  o f  1 3 0 , 1 6 0 , 0 0 0  S h a r e s  a n d  S h a r e - e q u i v a l e n t s  ( o r  

a p p r o x i m a t e l y  55 .4%  o f  t h e  o u t s t a n d i n g  S h a r e s  a n d  S h a r e -  

e q u i v a l e n t s ) .  As o f  M a r c h  2 7 ,  1 9 8 7 ,  t h e r e  w e r e  1 0 9 , 1 9 3 , 8 1 6  

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

1 0 4 , 0 7 3 , 8 1 6  S h a r e s  w e r e  owned  b y  common S h a r e h o l d e r s  o t h e r  

t h a n  BP .

3 .  On M a r r n  9 ,  1 9 8 7 ,  S i r  P e t e r  W a l t e r s ,  C h a i rm a n  

o f  BP,  a n d  s e v e r a l  j t h e r  r e p r e s e n t a t i v e s  o f  BP ,  m e t  w i t h  a 

s p e c i a l  c o m m i t t e e  o f  t h e  B o a r d  o f  D i r e c t o r s  o f  S t a n d a r d  ( t h e  

" S p e c i a l  C o m m i t t e e " ) ,  w h i c h  h a d  b e e r ;  e s t a b l i s h e d  i n  1986 a n d  

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

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



S t a n d a r d ;  a n d  s t a t e d  t h a t  BP waa  g i v i n g  a a r i o u s  c o n s i d e -  

r a t i o n  t o  t h a  p o a a i b i l i t y  o f  m a k i n g  a  t a n d e r  o f f e r  f o r  t h a  

o u t a t a n d i n g  S h a r e a  t h a t  i t  d i d  n o t  own .

C .  T h a  S p e c i a l  C o m m i t t e e  i n f o r m e d  BP t h a t  i t  h a d  

d e c i d e d  t o  r e t a i n  T h e  F i r a t  B o a t o n  C o r p o r a t i o n  ( " F i r s t  

B o a t o n " )  a a  i t a  i n d e p e n d e n t  f i n a n c i a l  a d v i a o r  a n d  t o  r e t a i n - 

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

w h i c h  BP m i g h t  m a k e .

D. On M a r c h  20, 1 9 8 7 ,  BP N o r t h  A m e r i c a  I n c .  

( "B PN A " ) ,  a n  i n d i r e c t  w h o l l y - o w n e d  a u b a i d i a r y  o f  BP,  

a n n o u n c e d  t h a t  o n  A p r i l  1 ,  1987 i t  w o u l d  commence  a  t e n d e r  

o f f e r  f o r  any a n d  a l l  o f  t h e  o u t a t a n d i n g  S h a r e s  o f  S t a n d a r d  

f o r  | 7 0  p e r  S h a r e ,  n e t  t o  t h e  a e l l e r  i n  c a a h  ( t h e  " O f f e r " ) . 

G o l d m a n ,  S a c h a  & C o .  a c t e d  a a  f i n a n c i a l  a d v i a o r  t o  BP a n d  a a  

d e a l e r - m a n a g e r  i n  c o n n e c t i o n  w i t h  t h e  O f f e r .

E .  On A p r i l  1 ,  1987 BPNA i a a u e d  a n  o f f e r  t o  

p u r c h a a e  ( t h e  " O f f e r  t o  P u r c h a a e " ) , w h i c h  w aa  m a i l e d  t o  a l l  

h o l d e r a  o f  S h a r e a  a n d  w h i c h  d i a c l o a e d  t h a t  i f  BPNA a c q u i r e d  

60 m i l l i o n  o r  m o r e  S h a r e a  p u r a u a n t  t o  t h e  O f f e r  o r  

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

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

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

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

d i s s e n t e r s '  r i g h t s  u n d e r  S e c t i o n  1 7 0 1 . 8 5  o f  t h e  O h i o  G e n e r a l  

C o r p o r a t i o n  Law ,  w o u l d  b e c om e  e n t i t l e d  t o  r e c e i v e  $70 i n  

c a s h  p e r  S h a r e  ( t h e  " M e r g e r " ) .



F .  On M a r c h  2 6 ,  1 9 8 7 ,  a  c l a s s  a c t i o n  w a s  

f i l a d  i n  t h i s  C o u r t  a n t i t l e d  J o h n  a n d  M a r j o r i e  M o o r e ,

e t  a l .  v .  T h e  S t a n d a r d  O i l  C om pany ,  a t  a l . , C a s e  No .  1 2 6 7 6 0 .  

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

h o l d e r s  o f  S t a n d a r d  ( o t h e r  t h a n  d e f e n d a n t s ) , w h o s e  S h a r e s  

w e r e  s o u g h t  t o  b e  p u r c h a s e d  p u r s u a n t  t o  t h e  O f f e r  o r  c a s h e d  

o u t  i n  t h e  M e r g e r . ,  a l l e g e d ,  i n  s u b s t a n c e !  ( i )  t h a t  

BP,  BPNA, BPI  a n d  c e r t a i n  i n d i v i d u a l  d e f e n d a n t s  ( t o g e t h e r ,  

t h e  "BP D e f e n d a n t s " )  e n g a g e d  i n  a  p l a n  a n d  s c h em e  t o  

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

S t a n d a r d  a t  a n  i n a d e q u a t e  p r i c e ;  ( i i )  t h a t  t h e  O f f e r  a n d  

M e r g e r  w e r e  p a r t  o f  a  s c h e m e  o n  t h e  p a r t  o f  t h e  

BP D e f e n d a n t s  t o  a p p r o p r i a t e  d i s c l o s e d  a n d  u n d i s c l o s e d  

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

( i i i ) .  w h e t h e r  d e f e n d a n t s  b r e a c h e d  t h e i r  f i d u c i a r y  d u t i e s  

ow ed  b y  t h e m  t o  t h e  S t a n d a r d  O i l  m i n o r i t y  S h a r e h o l d e r s .  

P l a i n t i f f s  s o u g h t ,  among  o t h e r  t h i n g s ,  p r e l i m i n a r y  a n d  

p e r m a n e n t  i n j u n c t i o n s  a g a i n s t  c o n s u m m a t i o n  o f  t h e  O f f e r  a n d  

t h e  M e r g e r .

G. A d d i t i o n a l  a c t i o n s  r a i s i n g  c l a i m s  a n d  s e e k i n g  

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

w i t h  t h i s  C o u r t  b e t w e e n  M a r c h  2 6 ,  1987 a n d  A p r i l  1 0 ,  1 987 :  

F r e e m a n  v .  The  S t a n d a r d  O i l  C ompany ,  e t  a l . , C a s e  No .  1 2 6 7 8 5 ;  

K a s s e l  v .  The  S t a n d a r d  O i l  Company ,  e t  a l . , C a s e  No .  1 2 6 8 2 4 ;  

S t e p a k  v .  The  S t a n d a r d  O i l  Company ,  e t  a l . , C a s a  No .  1 2 6 8 7 2 ;  

F r i e d m a n  v .  T h e  S t a n d a r d  O i l  C om pan y , C a s e .N o .  1 2 6 8 9 6 ;
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T x i e f  v .  T h a  S t a n d a r d  O i l  Company# e t  a l . , C a s e  No .  1 2 7 0 4 5 ;  

D e c k e r  v .  T h e  S t a n d a r d  O i l  C ompany ,  e t  a l . , C a s e  No .  1 2 7 2 4 2 ;  

Cummings  v .  T h e  B r i t i s h  P e t r o l e u m  Company ,  e t  a l . # C a s e  

No .  1 2 7 1 3 9 ;  a n d  J e w i s h  F o u n d a t i o n  f o r  E d u c a t i o n  o f  Women v .  

T h e  S t a n d a r d  O i l  C ompany ,  e t  a l . ,  C a s e  N o .  1 2 7 5 4 0 .

H. On A p r i l  8 ,  1 9 8 7 ,  p l a i n t i f f s  i n  t h e  M oo r e  

a c t i o n  f i l e d  a  F i r s t  Amended  a n d  S u p p l e m e n t a l  C o m p l a i n t  ( t h e  

"Amended  C o m p l a i n t " ) . T h e  Amended C o m p l a i n t  c o n t a i n e d ,  i n  

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

f u r t h e r  a l l e g a t i o n s  t h a t :  ( i )  t h e  BP D e f e n d a n t s  bx*eached

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

f a i l i n g  t o  r e q u e s t  G o ldm an  S a c h s  t o  r e n d e r  a n  o p i n i o n  a s  t o  

t h e  f a i r n e s s  o f  t h e  $70  O f f e r  p r i c e ,  a n d  b y  f a i l i n g  t o  

e n s u r e  t h a t  G o ldm an  S a c h a  p o s s e s s e d  m a t e r i a l  I n f o r m a t i o n  

n e c e s s a r y  t o  r e n d e r  a n  ' a c c u r a t e  v a l u a t i o n ;  ( i i )  d e s p i t e  t h e  

S p e c i a l  C o m m i t t e e ' s  tw o  r e q u e s t s  f o r  a d d i t i o n a l  t i m e  t o  

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

m e r g e r  r a t h e r  t h a n  t e n d e r  o f f e r ,  BP r e f u s e d  s u c h  r e q u e s t s  

a n d  d e t e r m i n e d  t o  p r o c e e d  b y  t e n d e r  o f f e r  t o  m i n i m i z e  t h e  

t i m e  o f  t h e  S p e c i a l  C o m m i t t e e  t o  c o n s i d e r  s u c h  O f f e r ;

( i i i )  d e s p i t e  t h e  o f f e r  b y  t h e  S p e c i a l  C o m m i t t e e  t o  p r o v i d e  

BP w i t h  w h a t e v e r  i n f o r m a t i o n  m i g h t  b *  u s e f u l  t o  m ake  a 

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

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

b e n e f i t  o f  s u c h  m a t e r i a l  i n f o r m a t i o n ;  a n d  ( i v )  by  t a k i n g  t h e
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p o a i t i o n  t h a t  $70  p a r  s h a r e  i s  f a i r  t o  t h a  S t a n d a r d  O i l  

m i n o r i t y  S h a r e h o l d e r s  a n d  d i s s e m i n a t i n g  G o ldm an  S a c h s '  r a n g e  

o f  v a l u e s  w h i c h  w a s  s u b s t a n t i a l l y  l e s s  t h a n  $70  p e r  s h a r e ,

BP w a s  a t t e m p t i n g  t o  c a p  t h e  m a r k e t  f o r  S t a n d a r d  O i l .

I .  A l s o  o n  A p r i l  8 ,  1 9 8 7 ,  p l a i n t i f f s  i n  t h e  Moo re  

a c t i o n  f i l e d  a  r o m p l a i n t  i n  t h e  U n i t e d  S t a t e s  D i s t r i c t  C o u r t  

f o r  t h e  N o r t h e r n  D i s t r i c t  o f  O h i o ,  M oo r e  v .  T h e  S t a n d a r d  O i l  

C om p an y ,  e t  a l . , C i v i l  A c t i o n  No .  8 7 - 8 4 8  { t h e  " F e d e r a l  

A c t i o n " ) , s e t t i n g  f o r t h  c l a i m s  s i m i l a r  t o  t h o s e  a s s e r t e d  by  

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

r e l i e f  u n d e r  F e d e r a l  l a w .

J .  On A p r i l  1 0 ,  1 9 3 7 ,  t h i s  C o u r t  o r d e r e d  t h a t  t h e  

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

p u r p o s e s  a r . d  d i r e c t e d  t h a t  t h e  Amended  C o m p l a i n t  i n  C a s e  

No .  126760  b e  d e s i g n a t e d  t h e  C o n s o l i d a t e d  C o m p l a i n t ,  u n d e r  

t h e  c a p t i o n  " I n  Re t h e  S t a n d a r d  O i l  C o m p a n y / B r i t i s h  

P e t r o l e u m  L i t i g a t i o n "  ( a s  c o n s o l i d a t e d ,  t h e  " A c t i o n " ) .  The 

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

r e p r e s e n t i n g  p l a i n t i f f s  ( M e s s r s .  A b b e y  & E l l i s ;  Lowey 

D a n n e n b e r g  & K n a p p ,  P . C . ;  a n d  W o l f  P o p p e r  R o s s  W o l f  & J o n e s )  

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

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

a n d  l i a s o n  c o u n s e l  f o r  p l a i n t i f f s  ( A r t e r  & H a d d e n ) . A 

s u b s e q u e n t  o r d e r  d a t e d  A p r i l  2 1 ,  1987  f u r t h e r  a p p o i n t e d  

M e s s r s .  C o u d e r t  B r o t h e r s  a n d  S i l v e r m a n  & H a r n e s  a s  

a d d i t i o n a l  c o * l e a d  c o u n s e l  f o r  p l a i n t i f f s .
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K. On A p r i l  8 ,  1 9 8 7 ,  p l a i n t i f f s  f i l e d  a  m o t i o n /  

a n d  o n  A p r i l  1 9 ,  1967 a n  Amended  M o t i o n ,  f o r  a  p r e l i m i n a r y  

i n j u n c t i o n  w i t h  t h i s  C o u r t .  I n  t h e i r  Amended  M o t i o n  

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

BPNA t e n d e r  o f f e r  f o r  s u c h  a d d i t i o n a l  t i m e  a f t e r  A p r i l  2 8 ,  

1 9 8 7 ,  (1 ) u n t i l  S t a n d a r d ' s  m i n o r i t y  s h a r e h o l d e r s  w e r e  

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

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

a n d  e r r o n e o u s  d a t a  c o n t a i n e d  i n  t h e  O f f e r  t o  P u r c h a s e ,

(2 ) u n t i l  BPNA d i s s e m i n a t e d  s u c h  c o r r e c t i v e  i n f o r m a t i o n  i n  a  

s u p p l e m e n t  o r  am e n dm en t  t o  t h e  O f f e r  t o  P u r c h a s e ;  a n d

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

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

S t a n d a r d .

L .  T h e  BP D e f e n d a n t s  h a v e ,  t h r o u g h o u t  t h e s e  p r o ­

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

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

s o l i d a t e d  A c t i o n s ,  a n d  t h a t  a l l  a c t i o n s  t a k e n  b y  t h e  BP 

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

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

M. H a v i n g  c o o r d i n a t e d  t h e  e f f o r t s  o f  O h i o ,  

P e n n s y l v a n i a  a n d  New Y o rk  c o u n s e l ,  l e a d  c o u n s e l  f o r  t h e  

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

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



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

s c h e d u l e d  f o r  A p r i l  2 3 ,  a n d  s u b s e q u e n t l y  a d j o u r n e d  t o  

A p r i l  2 9 ,  a n  i n t e n s i v e  i n v e s t i g a t i o n  i n t o  t h e  b a c k g r o u n d  a n d  

h i s t o r y  o f  S t a n d a r d  O i l ,  BP a n d  t h e  r e l a t i o n s h i p  b e t w e e n  

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

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

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

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

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

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

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

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

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

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

o f  S t a n d a r d  b y  BP a n d  i t s  f i n a n c i a l  a d v i s o r s  G o ldm an  S a c h s  

a n d  b y  F i r s t  B o s t o n .  I n  a d d i t i o n ,  c o u n s e l  f o r  p l a i n t i f f s  

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

C h a i r m e n ,  r e s p e c t i v e l y ,  o f  BP a n d  o f  S t a n d a r d ,  a  p a r t n e r  o f  

G o l dm an  S a c h s  a n d  a n  o f f i c e r  o f  F i r s t  B o s t o n ,  a n d  t h e  S e n i o r  

V i c e  P r e s i d e n t  i n  c h a r g e  o f  p r o d u c t i o n  o f  S t a n d a r d  O i l  

P r o d u c t i o n  Com pany .  C o u n s e l  f o r  p l a i n t i f f s  a l s o  r e t a i n e d '  

a n d  w o r k e d  w i t h  t h e i r  f i n a n c i a l  a d v i s o r s ,  B e a r ,  S t e a r n s  

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

H u d d l e s t o n  & C o .  I n c .  a n d  G e o f f r e y  M. H a r t e l .

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

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



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

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

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

i n t o  a c c o u n t  t h a  m any  s h a r p l y  c o n t a s t a d  l e g a l  a n d  f a c t w 1 

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

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

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

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

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

a d e q u a t e  a n d  i n  t h e  b e s t  i n t e r e s t  o f  t h e  C l a s s ,  a s  d e f i n e d  

b e l o w .

0 .  T h e  i n t e n s i v e  e x p e d i t e d  d i s c o v e r y  c o n d u c e  

c o u n s e l  f o r  p l a i n t i f f s  i n  t h i s  A c t i o n  a n d  t h e  n e g o t i a t '  : s  

c o n d u c t e d  o n  b e h a l f  o f  t h e  C l a s s  b y  p l a i n t i f f ' s  l e a d  c o u .  .1 

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

t o  b e  p r o v i d e d  p u r s u a n t  t o  t h e  p r o p o s e d  s e t t l e m e n t .  The  

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

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

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

t h e  BP D e f e n d a n t s  i s  l i a b l e  f o r  a n y  o f  t h e  a c t s  a l l e g e d  

t h e r e i n .  D e f e n d a n t s  c o n s i d e r  i t  d e s i r a b l e  t h a t  t h e  c l a i m s
9

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

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

c o m p l e t i o n  b y  BPNA o f  t h e  O f f e r  a n d  t h e  M e r g e r ,  a n d  s o  a s  t o  

t e r m i n a t e  t h e  u n c e r t a i n t i e s  a s s o c i a t e d  w i t h  t h i s  l i t i g a t i o n .
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T h e  S p e c i a l  C o m m i t t e e  h a s  u n a n i m o u s l y  c o n c l u d e d  

t h a t ,  i n  l i g h t  o f  t h e  i n c r e a s e  b y  BP i n  t h e  t e n d e r  o f f e r  

p r i c e ,  t h a  a g r e e m e n t  b y  BP t o  i s s u e  t h e  w a r r a n t s  s u b j e c t  t o  

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

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

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

t h i s  c o n c l u s i o n  a n d  t a k e  t h e  p r o p o s e d  d i v i d e n d  a c t i o n .  The  

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

NOW, THEREFORE, I T  I S  STIPULATED AND AGREED, 

s u b j e c t  t o  t h a  a p p r o v a l  o f  t h i s  C o u r t  p u r s u a n t  t o  R u l e  2 3 (E )  

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

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

i n  p a r a g r a p h  1 b e l o w ,  o r  a n y  o f  t h em  e v e r  h u d ,  now h a s  o r  

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

o f  o r  r e l a t i n g  t o  a n y  o f  t h e  f a c t s ,  t r a n s a c t i o n s ,  a c t i o n s  o r  

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

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

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

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

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

a c q u i s i t i o n  b y  BPNA o f  S h a r e s  p u r s u a n t  t o  t h e  O f f e r  o r  i n  

t h e  M e r g e r ,  a l l  a s  d e s c r i b e d  h e r e i n  ( t h e  " S e t t l e d  C l a i m s " ) ,  

i n c l u d i n g  d i s s e n t e r s '  r i g h t s  u n d e r  S e c t i o n  1 7 0 1 . 8 5  o f  t h e  

O h i o  G e n e r a l  C o r p o r a t i o n  Law, s h a l l  b e  r e l e a s e d  a n d  

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

d e f e n d a n t  n amed  i n  t h e  A c t i o n  a n d  e a c h  o f  t h e i r  r e s p e c t i v e  

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



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

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

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

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

1 .  T h e  p a r t i e s  a g r e e  t h a t ,  f o r  p u r p o s e s  o f  t h i s  

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

u n d o r  O h i o  R .  C i v .  P .  2 3 ( B ) ( 3 )  o n  b e h a l f  o f  a  c l a s s  ( t h e
i

" C l a s c i " )  c o n s i s t i n g  o f  a l l  common s t o c k h o l d e r s  o f  S t a n d a r d  

o r  t h e i r  s u c c e s s o r s  i n  i n t e r e s t  f r o m  a n d  i n c l u d i n g  M a r c h  2 6 ,  

1987  t o  a n d  i n c l u d i n g  t h e  d a t e  o f  t h e  M e r g e r  e x c e p t  f o r  

c o r p o r a t e  d e f e n d a n t s  BP ,  BP I  a n d  BPNA a n d  a n y  o f  t h e i r  

w h o l l y - o w n e d  s u b s i d i a r i e s .  E x c l u d e d  f r o m  t h e  C l a s s  i s  a n y  

p e r s o n  who r e q u e s t s  e x c l u s i o n  f r o m  t h e  C l a s s  i n  w r i t i n g  

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

d i s s e n t e r ' s  r i g h t s  w i t h  r e s p e c t  t o  t h e  M e r g e r  i n  a c c o r d a n c e  

w i t h  S e c t i o n  1 7 0 1 . 8 5  o f  t h e  O h i o  G e n e r a l  C o r p o r a t i o n  Law ,

2 .  I n  c o n s i d e r a t i o n  o f  t h e  c o m p r o m i s e ,  d i s m i s s a l  

a n d  r e l e a s e  o f  a l l  t h e  S e t t l e d  C l a i m s  a g a i n s t  a l l  t h e  

d e f e n d a n t s :

( a )  BPNA s h a l l  i n c r e a s e  t h e  p r i c e  p e r  

’ S h a r e  i t  w i l l  p a y  p u r s u a n t  t o  t h a  O f f e r  a n d  

i n  t h e  M e r g e r  b y  $ 1 . 5 0  s o  t h a t  a l l  S h a r e ­

h o l d e r s  who t e n d e r  o r  a r e  c a s h e d  o u t  i n  t h e  

M e r g e r  w i l l  r e c e i v e  $ 7 1 . 5 0  p e r  S h a r e ,  n e t  t o  

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

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

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

f o r e g o i n g ,  u p o n  t h e  f o l l o w i n g  t e r m s  a nd  c o n d i t i o n s :
«

1 .  T h e  p a r t i e s  a g r e e  t h a t ,  f o r  p u r p o s e s  o f  t h i s  

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

u n d e r  O h i o  R .  C i v .  P .  2 3 ( B ) ( 3 )  c n  b e h a l f  o f  a  c l a s s  ( t h e  

" C l a s s " )  c o n s i s t i n g  o f  a l l  common s t o c k h o l d e r s  o f  S t a n d a r d  

o r  t h e i r  s u c c e s s o r s  i n  i n t e r e s t  f r o m  and  i n c l u d i n g  M a r c h  2 6 ,  

1987 t o  a n d  i n c l u d i n g  t h e  d a t e  o f  t h e  M e r g e r  e x c e p t  f o r  

c o r p o r a t e  d e f e n d a n t s  BP ,  B P I  a n d  BPNA a n d  a n y  o f  t h e i r  

w h o l l y - o w n e d  s u b s i d i a r i e s .  E x c l u d e d  f r om  t h e  C l a s s  i s  a n y  

p e r s o n  who r e q u e s t s  e x c l u s i o n  f r o m  t h e  C l a s s  i n  w r i t i n g  

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

d i s s e n t e r ' s  r i g h t s  w i t h  r e s p e c t  t o  t h e  M e r g e r  i n  a c c o r d a n c e  

w i t h  S e c t i o n  1 7 0 1 . 8 5  o f  t h e  O h i o  G e n e r a l  C o r p o r a t i o n  Law .

2 .  I n  c o n s i d e r a t i o n  o f  t h e  c o m p r o m i s e ,  d i s m i s s a l  

a n d  r e l e a s e  o f ' a l l  t h e  S e t t l e d  C l a im s  a g a i n s t  a l l  t h e  

d e f e n d a n t s :
*4

( a )  BPNA s h a l l  i n c r e a s e  t h e  p r i c e  p e r  

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

i n  t h e  M e r g e r  b y  $ 1 . 5 0  s o  t h a t  a l l  S h a r e ­

h o l d e r s  who t e n d e r  o r  a r e  c a s h e d  o u t  i n  t h e  

M e r g e r  w i l l  r e c e i v e  $ 7 1 . 5 0  p e r  S h a r o ,  n e t  t o  

t h e  s e l l e r  i n  c a s h .
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(b) BPNA s h a l l  am en d  I t s  O f f e r  t o

p r o v i d e  t h a t  t h e  p u r c h a s e  p r i c e  p a i d  by  BPNA

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

S t a n d a r d ' s  q u a r t e r l y  d i v i d e n d  p a y a b l e  t o

r e c o r d  h o l d e r s  o f  S h a r e s  o n  May 8 ,  1987 ,  a n d

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

t h e i r  S h a r e e  w i l l  b e  e n t i t l e d  t o  r e t a i n  i t .

(c ) P r o m p t l y  a f t e r  t h e  E f f e c t i v e  D a t e ,  

a s  h e r e i n a f t e r  d e f i n e d ,  BP s h a l l  i s s u e  t o  a l l  

membe rs  o f  t h e  C l a s s  who t e n d e r  t h e i r  S h a r e s  

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

t h e  M e r g e r  ( b u t  n o t  t o  S h a r e h o l d e r s  who 

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

d i s s e n t e r s '  r i g h t s  a s  p r o v i d e d  a b o v e ) !  f o r  

e v e r y  f i v e  S h a r e s  a  w a r r a n t  e x e r c i s a b l e  f r om  

t h e  d a t e  o f  i s s u a n c e  t h r o u g h  D e c em b e r  31,

1 9 9 2 ,  e n t i t l i n g  t h e  h o l d e r  t o  p u r c h a s e  one  BP 

A m e r i c a n  D e p o s i t a r y  R e c e i p t  {"ADR") a t  an 

t . . e r c i s e  p r i c e  o f  $80 p e r  ADR. F o r  e a c h  

m on th  o r  p a r t  o f  a  m o n t h  t h a t  t h e  E f f e c t i v e  

D a t e  i s  d e l a y e d  b e y o n d  J u n e  3 0 ,  1 9 8 7 ,  t h e  

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

b y  on e  m o n t h .  F r a c t i o n a l  w a r r a n t s  w i l l  be  

s e t t l e d  i n  c a s h .

3 . As s o o n  a s  p r a c t i c a b l e ,  t h e  p a r t i e s  s h a l l  

j o i n t l y  move t h o  C o u r t  f o r  t h e  a p p r o v a l  o f  t h i s  S t i p u l a t i o n
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e n t r y  o f  t h e  O r d e r  a n d  F i n a l  J u d g m e n t  r e f e r r e d  t o  i n  

4 h e r e o f .  A s  p a r t  o f  t h a t  m o t i o n ,  t h e  p a r t i e s  

a p p l y  j o i n t l y  f o r  a n  O r d e r  i n  t h e  f o rm  s e t  f o r t h  a s  

E x h i b i t  A t o  t h i s  S t i p u l a t i o n .

4 .  I f  t h e  S t i p u l a t i o n  ( i n c l u d i n g  a n y  m o d i f i c a t i o n  

t h e r e t o  made  w i t h  t h e  c o n s e n t  o f  t h e  p a r t i e s  a s  p r o v i d e d  f o r  

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

t h e  p a r t i e s  s h a l l  j o i n t l y  r e q u e s t  t h e  C o u r t  t o  e n t e r  a n  

O r d e r  a n d  F i n a l  J u d g m e n t  i n  t h e  f o rm  a n n e x e d  h e r e t o  a s  

E x h i b i t  Bj

( a )  a p p r o v i n g  t h e  S t i p u l a t i o n ;

(b)  d i s m i s s i n g  t h e  c o m p l a i n t s  i n  t h e  

A c t i o n  on  t h e  m e r i t s  a n d  a s  t o  a l l  d e f e n d a n t s’i ,

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

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

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

o u t  o f  t h e  S e t t l e d  C l a i m s ,  s u c h  d i s m i s s a l  t o  

b e  w i t h o u t  c o s t s  e x c e p t  a *  h e r e i n a f t e r  

p r o v i d e d ;

( c )  p e r m a n e n t l y  b a r r i n g  a n d  e n j o i n i n g  

t h a  i n s t i t u t i o n  b y  a n y  o f  t h a  p l a i n t i f f s  a nd  

a n y  member  o f  t h e  C l a s s ,  e i t h e r  d i r e c t l y ,  

r e p r e s e n t a t i v e l y ,  d e r i v a t i v e l y ,  o r  i n  a n y  

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

i n g  c l a i m s  w h i c h  S e t t l e d  C l a i m s  a s  

h e r e t o f o r e  t  i n e d ;  a n d



(d )  a w a r d i n g  a t t o r n e y * '  f e e *  a n d  

e x p e n s e s , o r  r e s e r v i n g  j u r i s d i c t i o n  w i t h  

r e s p e c t  t h e r e t o .

5 .  T h e  E f f e c t i v e  D a t e  f o r  p u r p o s e s  o f  t h i s  S t i p u ­

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

t h e  O r d e r  a n d  F i n a l  J u d g m e n t ,  b e  t h e  d a t e  31 d a y s  a f t e r  

e n t r y  o f  s u c h  O r d e r  a n d  F i n a l  J u d g m e n t  o r ,  i f  a n  a p p e a l  

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

s h a l l  h a v e  b e e n  r e s o l v e d  s o  t h a t  t h e  S e t t l e m e n t  c o n t e m p l a t e d  

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

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

b e e n  t a k e n ,  BP a n d  BPNA s h a l l  h a v e  t h e  r i g h t  t o  a c c e l e r a t e  

t h e  E f f e c t i v e  D a t e ;  a n d  p r o v i d e d  t h a t ,  i f  a n  a p p e a l  

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

u s e  t h e i r  b e s t  e f f o r t s  t o  o b t a i n  e x p e d i t e d  d i s p o s i t i o n  o f  

s u c h  a p p e a l .

6 .  A f t e r  t h e  E f f e c t i v e  D a t e ,  n o  c l a i m  o n  b e h a l f  

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

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

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

$ 7 1 . 5Q p e r  s h a r e .  N o t h i n g  i n  t h i s  S t i p u l a t i o n  s h a l l  b e  

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

c o m m i tm e n t  b y  BP t o  c a u s e  a  m e r g e r  p r i o r  t o  t h e  E f f e c t i v e  

D a t e .

7 .  L e a d  c o u n s e l  f o r  t h e  p l a i n t i f f s  i n  t h e  A c t i o n  

s h a l l ,  w i t h i n  10 d a y s  a f t e r  t h e  E f f e c t i v e  D a t e ,  i n  c o n n e c t i o n

I



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

P a r a g r a p h  2 ,  o n  b e h a l f  o f  a l l  m em b e r s  o f  t h e  C l a s s , e x e c u t e  

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

t i a l l y  i n  t h e  f o rm  a n n e x e d  h e r e t o  a s  E x h i b i t  C .

8 .  L e a d  c o u n s e l ,  o n  b e h a l f  o f  a l l  c o u n s e l  f o r  

p l a i n t i f f s ,  may a p p l y  t o  t h i s  C o u r t  f o r  a n  a w a r d  o f  a t t o r ­

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

g r e g a t e  a m o u n t  n o t  t o  e x c e e d  $22 m i l l i o n ,  t o  b e  p a i d  b y  BP,  

BPZ o r  BPNA u p o n  f i n a l  a p p r o v a l  o f  t h e  S e t t l e m e n t .  BP,  BP I  

a n d  BPNA h a v e  a g r e e d  n o t  o p p o s e  s u c h  a  f e e  r e q u e s t  u p  t o  t h e  

am o u n t  o f  $22  m i l l i o n  ( i n c l u d i n g  a l l  e x p e n s e s ) . I n  t h e  

e v e n t  t h e  a t t o r n e y s '  f e e s  a w a r d e d  b y  t h e  C o u r t  a r e  n o t  p a i d  

w i t h i n  41 d a y s  o f  t h e  d a t e  o f  t h e  a w a r d  o f  s u c h  s um ,  i n t e r e s t  

t h e r e o n  s h a l l  a c c r u e  a t  a  r a t e  o f  10% p e r  a n n um .  S u b j e c t  t o  

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

a t t o r n e y s '  f e e s  a n d  e x p e n s e s  a w a r d e d  b y  t h e  C o u r t  t o  

p l a i n t i f f s '  a t t o r n e y s  s h a l l  b e  p a i d  b y  w i r e  t r a n s f e r  t o  a  

s e p a r a t e  s p e c i a l  j o i n t  a c c o u n t  o f  W o l f  P o p p e r  R o s s  W o l f  & 

J o n e s  a n d  Lowey D a n n e n b e r g  & K n a p p ,  w i t h i n  t a n  d a y s  a f t e r  

t h e  E f f e c t i v e  D a t e ,  o r  a s  may o t h e r w i s e  b e  o r d e r e d  b y  t h e  

C o u r t .  BP,  BPI  o r  BPNA w i l l  p a y  t h e  c o s t s  o f  n o t i c e  a n d  

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

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

i s  c o n s u m m a t e d .  E x c e p t  a s  p r o v i d e d  i n  t h i s  S t i p u l a t i o n ,
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d e f e n d a n t s  s h a l l  b e a r  n o  o t h e r  e x p e n s e s ,  c o s t s ,  d am a g e s  o r  

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

e x p e r t s ,  a d v i s o r s ,  a g e n t n  o r  r e p r e s e n t a t i v e s ,  o r  o f  a n y  

o t h e r  m em b e r s  o f  t h e  C l a s s .

9 .  T h e  u n d e r s i g n e d  p a r t i e s  s h a l l  u s e  t h e i r  b e s t  

e f f o r t s  t o  s e c u r e  C o u r t  a p p r o v a l  o f  t h e  S e t t l e m e n t .

1 0 .  C o u n s e l  f o r  p l a i n t i f f s  i n  t h e  F e d e r a l  A c t i o n  

u n d e r t a k e  t o  t a k e  s u c h  a c t i o n  a s  i s  n e c e s s a r y  t o  d i s c o n t i n u e  

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

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

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

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

n o t i c e  a s  a  c o n d i t i o n  t o  t h e  d i s m i s s a l .  S h o u l d  s u c h  n o t i c e  

b e  r e q u i r e d ,  s u c h  n o t i c e  s h a l l  b e  g i v e n  b y  BP a t  i t s  c o s t

a n d  e x p e n s e .  T h e  d i s m i s s a l  o f  t h e  F e d e r a l  A c t i o n  s h a l l  b e  a

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

p a r a g r a p h  5 .

1 1 .  I f  t h i s  S e t t l e m e n t  i s  n o t  a p p r o v e d  by  t h e  

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

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

p r o p o s e d  h e r e i n  a n d  a n y  a c t i o n s  t o  b e  t a k e n  i n  c o n n e c t i o n  

t h e r e w i t h  ( i n c l u d i n g  t h e  O r d e r ,  a n d  t h e  O r d e r  a n d  F i n a l  

J u d g m e n t ,  t o  b o  e n t e r e d  p u r s u a n t  t o  P a r a g r a p h s  3 ,  a n d  4 

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

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

c o n t a i n e d  i n  t h i s  p a r a g r a p h  a n d  s o  much of: P a r a g r a p h  8 a s
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r e l a t e *  t o  BPNA '*  o b l i g a t i o n  t o  p a y  t h e  c o a t *  o f  n o t i c e  a n d  

s e t t l e m e n t  a d m i n i s t r a t i o n ,  a n d  a l l  n e g o t i a t i o n s ,  t r a n s a c t i o n s  

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

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

a n y  p a r t y  who h a s  n o t  h e r e t o f o r e  e n t e r e d  a n  a p p e a r a n c e  t o  

c o n t e s t  t h e  j u r i s d i c t i o n  o f  t h e  c o u r t  o v e r  h i s  p e r s o n ,

(b )  s h a l l  n o t  b e  d e em e d  o r  c o n s t r u e d  a s  e v i d e n c e  o r  a n  

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

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

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

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

1 2 .  B P ' s  o b l i g a t i o n  t o  i s s u e  t h e  w a r r a n t s  s p e c i ­

f i e d  i n  P a r a g r a p h  2 ( c )  i s  s u b j e c t  t o  t h e  e f f e c t i v e n e s s  o f  a  

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

S e c u r i t i e s  A c t  o f  1933 a n d  t o  a p p r o v a l  o f  BP ' r ,  s h a r e h o l d e r s  

a t  a n  E x t r a o r d i n a r y  G e n o r a l  M e e t i n g  ( "EGM " ) . BP u n d e r ­

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

i t  m ad e  e f f e c t i v e  p r o m p t l y  a n d  t o  c o n v e n e  a n  EGM a s  p r o m p t l y  

a s  p o s s i b l e  a n d  t o  u s e  '  t s  b e s t  e f f o r t s  t o  o b t a i n  s h a r e h o l d e r  

a p p r o v a l  a t  t h a t  m e e t i n g .  S h o u l d  BP b e  u n a b l e  t o  o b t a i n  

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

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

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

p r o p o s e d  h e r e i n  s h a l l  b e c om e  n u l l  a n d  v o i d  a s  p r o v i d e d  i n  

t h a  e v e n t  o f  j u d i c i a l  d i s a p p r o v a l  b y  P a r a g r a p h  11 .
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1 3 .  T h i s  S t i p u l a t i o n  n a y  b e  am e n d e d  o r  a n y  o f  i t s  

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

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

1 4 .  T h i s  S t i p u l a t i o n  n a y  b e  e x e c u t e d  i n  tw o  o r  

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

1 5 .  T h e  a d m i n i s t r a t i o n  o f  t h e  S t i p u l a t i o n  a n d  

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

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

t h i s  C o u r t  a n d  t h e  l a w s  o f  t h e  S t a t e  o f  O h i o .

D a t e d :  A p r i l  2 7 /  1987



ARTER £ HADDEN 
S t a n l e y  N,  F i s h e r  
M a rk  F .  M c C a r t h y  
1100 H u n t i n g t o n  B u i l d i n g  
C l e v e l a n d ,  O h i o  44115

L i a i a o n  C o u n s e l  f o r  P l a i n t i f f s

a n d

WOLF POPPER ROSS WOLF & JONES

S t a n l e y  N em ae r  
S t e p h e n  D. O e s t r e i c h  
J e f f r e y  H.  S q u i r e  
845  T h i r d  A v e n u e  
New Y o r k ,  New Y o r k  10022

a n d

LOWEY, DANNENBERG & KNAPP, 
P . C .

0y. L
I

' s ^ p k e r i  L d v e y  
B u r t o n  L .  K napp  
747 T h i r d  A v e n u e  
New Y o r k ,  New Y o rk  10017

a n d

ABBEY

J i l l  A b r am s  
212 E a s t  39 S t r e e t  
New Y o r k ,  New Y o rk  10017
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SILVERMAN J  HARNES

 -S i d n e y  B T ^ S i l v e rm im  
135 E a s t / 3 6 t h  S t r e e t  
New Y o r k ,  NY 10016

C o - L e a d  C o u n s e l  f o r  P l a i n t i f f s

STEUER, ESCOVAR 6 BERK C O . ,  
L . P . A .
T h e  I l l u m i n a t i o n  B u i l d i n g  
55 P u b l i c  S q u a r e  
C l e v e l a n d ,  O h i o  44113

MILBERG WEISS BERSHAO 
SPECTHRIE & LERACH 

One P e n n s y l v a n i a  P l a z a  
New Y o r k ,  New Y o rk  10119

POMERANTZ, LEVY, HAUDEK,
BLOCK & GROSSMAN 

295 M a d i s o n  A v e n u e  
New Y o r k ,  New Y o r k  10017

WOLF HALDENSTEIN ADLER 
FREEMAN & HERZ 

270 M a d i s o n  A v e n u e  
New Y o r k ,  New Y o r k  10016

GREENFIELD & CHIMICLES 
One H a v e r f o r d  C e n t e r  
H a v e r f o r d ,  P e n n s y l v a n i a  19041

KOHN, SAVETT, KLEIN & GRAF, P . C .  
2400  One R e a d i n g  C e n t e r  
1100 M a r k e t  S t r e e t  
P h i l a d e l p h i a ,  P e n n s y l v a n i a . 1 9 1 0 7

m r i a a T l a n a ------------------------- ---
200 P a r k  A v e n u e
New Y o r k ,  New Y o r k  i 0 1 6 6

-19



Pv*-*K» I XT!

2 • MURRAY & MURRAY C O . , L . P . A .
I 300 C e n t r a l  A v e n u e

S a n d u s k y ,  O h i o  44870
■ ' : -'

BARRACK R0D03 « BACINE 
, 1845  W a l n u t  S t r e e t ,  S u i t e  2100
\ P h i l a d e l p h i a ,  P e n n s y l v a n i a  19103

I
iU'SZv -'' vw • ■

KAPLAN, KILSHEIMER & FOLEY
122 E a s t  42 S t r e e t
New Y o r k ,  New Y o r k  10168

SCHOENGOLD 0 SPORN, P . C .
217 B r o a d w a y  
New Y o r k ,  New Y o r k

GARNIN, BRONZAFT, GERSTEIN 
& FISHER 

1501 B r o a d w a y  
New Y o r k ,  New Y o r k  10168

MORDECAI ROSENFELD 
233 B r o a d w a y
New Y o r k ,  New Y o r k  10279

LEVIN & FISHBEIN
320 W a l n u t  S t r e e t
P h i l a d e l p h i a ,  P e n n s y l v a n i a  19106

JOSEPH H. WEISS
319 F i f t h  A v e n u e
New Y o r k ,  New Y o r k  10016

STULL, STULL 6 BRODY
6 E a s t  45 S t r e e t
New Y o r k ,  New Y o rk  10017

ROBERT D. ALLISON, ESQ.
S u i t e  1300
116 S o u t h  M i c h i g a n  A v e n u e  
C h i c a g o ,  I l l i n o i s  60603

GALLAGHER, SHARP, FULTON &
NORMAN 

S i x t h  F l o o r ,
1501 E u c l i d  A v e n u e  
C l e v e l a n d ,  O h i o  44115

RABIN fi SIROTA
747 T h i r d  A v e n u e
New Y o r k ,  New Y o r k  10017



GREENE & HENNENEERG 
801 Bond  C o u r t  B u i l d i n g  
C l e v e l a n d ,  O h i o  44114

HARVEY GREENFIELD
300 M a d i s o n  A v e n u e
New Y o r k ,  New Y o r k  10017

C o u n s e l  f o r  P l a i n t i f f s

CALFEE, HALTER & GRISWOLD 
1800  S o c i e t y  B u i l d i n g  
C l e v e l a n d ,  O h i o  4 4 1 1 4 - 7 6 8 8  
216 )  7 8 1 - 2 1 6 6

a n d

TAFT,  STETTINIUS & HOLLISTER 
1800 F i r s t  N a t i o n a l  B ank  C e n t e r  
425  W a l n u t  S t r e e t  
C i n c i n n a t i ,  O h i o  45202 
( 5 13 )  3 8 1 - 2 3 3 8

a n d

SULLIVAN & CROMWELL

CUiS—h c o a d  S t r e e t
New Y o r k ,  New Y o r k  10004
(212 )  5 5 8 - 4 0 0 0

A t t o r n e y s  f o r  D e f e n d a n t s  
T he  B r i t i s h  P e t r o l e u m  
Company  p . I . e . ,  BP 
I n t e r n a t i o n a l  L i m i t e d ,
BP N o r t h  A m e r i c a  I n c . ,
B a s i l  R .R .  B u t l e r ,  I a n  G . S .  
H a r t i g a n ,  K e n n e t h  R. K e e p ,  
a n d  S i r  P e t e r  W a l t e r s



SQUIRE, SANDERS & DEMPSEY

By ___________
J a m e s  A. S m i t h  
1800  H u n t i n g t o n  B u i l d i n g  
C l e v e l a n d ,  O h i o  44115  
( 2 16 )  6 8 7 - 8 9 0 0

A t t o r n e y s  f o r  D e f e n d a n t  
T h e  S t a n d a r d  O i l  Company

JONES,  DAY, REAVIS £ POGUE

By _________
1760 H u n t i n g t o n  B u i l d i n g  
C l e v e l a n d ,  O h i o  44115  
(216 )  3 4 8 - 3 9 3 9

A t t o r n e y s  f o r  D e f e n d a n t s  
R o b e r t  B. H o r t o n ,  E .  J o h n  P .  
B r o w n e ,  F r a n k  E .  M o s i e r ,  
R i c h a r d  A. B r a y ,  a n d  J .  C o l i n  
W e b s t e r



IN THE COURT OF COMMON PLEAS 
CUYAHOGA COUNTY, OHIO

IN RE THE STANDARD OIL  COMPANY/ ) CONSOLIDATED
BRITISH PETROLEUM LITIGATION ) CASE NO. 126760

ORDER

Tha  a b o v e - c a p t i o n e d  c o n s o l i d a t e d  a c t i o n  ( t h e  

" A c t i o n " )  h a v i n g  b e e n  c o i l a n c e d  b y  s h a r e h o l d e r s  o f  The  

S t a n d a r d  O i l  Company  ( " S t a n d a r d "  o r  t h e  " C o m p a n y " ) ,  

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

s h a r e h o l d e r s  a g a i n s t  t h e  Company ,  T h e  B r i t i s h  P e t r o l e u m  

Company  p . I . e .  ( " B P " ) ,  BP I n t e r n a t i o n a l  L i m i t e d  ( " B P I " ) ,  BP 

N o r t h  A m e r i c a  I n c .  ( "B PNA" ) ,  a n d  c e r t a i n  i n d i v i d u a l s  ( t h e  

"■ Ind iv i d u a l  D e f e n d a n t s " )  , a n d  t h e  p a r t i e s  h a v i n g  e n t e r e d  

i n t o  a  S t i p u l a t i o n  o f  S e t t l e m e n t  ( t h e  " S t i p u l a t i o n " )  d a t e d  

A p r i l  2 7 ,  1 9 8 7 ,  f o r  -.the s e t t l e m e n t  o f  t h e  A c r t i o n  u p o n  t h e  

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

Now, u p o n  t h e  c o n s e n t  o f  t h e  p a r t i e s ,  a f t e r  

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

t h e r e t o ,  a n d  a f t e r  d u e  d e l i b e r a t i o n ,



I T  I S  HEREBY ORDERED t h a t :

1 .  F o r  p u r p o s e s  o f  s e t t l e m e n t  o n l y ,  t h i s  A c t i o n  

i s  h e r e b y  c e r t i f i e d  a s  a  c l a s s  ' ' . ion u n d e r  O h i o  R.  C i v .

P .  2 3 ( b )  (3 ) o n  b e h a l f  o f  a  c l a s s  ( t h e  " C l a s s " )  c o n s i s t i n g  o f  

a l l  common s t o c k h o l d e r s  o f  S t a n d a r d  o r  t h e i r  s u c c e s s o r s  i n  

i n t e r e s t  f r o m  a n d  i n c l u d i n g  M a r c h  2 6 ,  1987  t o  a n d  i n c l u d i n g  

t h e  d a t e  o f  t h e  M e r g e r  ( a s  d e f i n e d  i n  t h e  S t i p u l a t i o n )  

e x c e p t  f o r  c o r p o r a t e  d e f e n d a n t s  BP ,  BP I  a n d  BPNA a n d  a n y  o f  

t h e i r  w h o l l y - o w n e d  s u b s i d i a r i e s .  E x c l u d e d  f r o m  t h a  C l a s s  i s  

a n y  p e r s o n  who r e q u e s t s  e x c l u s i o n  f r o m  t h a  C l a s s  i n  a  

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

h i s  d i s s e n t e r s *  r i g h t s  w i t h  r e s p e c t  t o  t h e  M e r g e r  i n
%

a c c o r d a n c e  w i t h  S e c t i o n  1 7 0 1 . 8 5  o f  t h e  O h i o  G e n e r a l  

C o r p o r a t i o n  Law .

2 .  A h e a r i n g  s h a l l  b e  h e l d  o n   ___________ , 1987 a t

 , _ .m .  ( t h e  " H e a r i n g " )  t o  d e t e r m i n e  t h e

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

c o n d i t i o n s  o f  t h e  s e t t l e m e n t  ( t h e  " S e t t l e m e n t " )  p r o p o s e d  i n  

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

a p p r o v e d  b y  t h a  C o u r t  a n d  j u d g m e n t  e n t e r e d  t h e r e o n .  A t  t h o

H e a r i n g  o r  s u c h  a d j o u r n e d  d a t e  a s  t h e  C o u r t  d e em s  

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

p l a i n t i f f s ,  may a p p l y  f o r  a n  a w a r d  o f  a t t o r n e y s '  f e e s  a n d  

r e i m b u r s e m e n t  o f  e x p e n s e s  a s  s e t  f o r t h  i n  P a r a g r a p h  8 o f  t h e  

S t i p u l a t i o n .



3 .  T h a  C o u r t  r e s e r v e s  t h e  r i g h t  t o  a d j o u r n  t h e  

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

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

a n n o u n c e m e n t  a t  t h e  H e a r i n g  o r  a n y  a d j o u r n m e n t  t h e r e o f .

4 .  T h e  C o u r t  r e s e r v e s  t h e  r i g h t  t o  a p p r o v e  t h e  

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

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

5 .  A n o t i c e  o f  t h e  H e a r i n g  i n  a  f o rm  t o  b e  

a p p r o v e d  b y  t h e  C o u r t  ( t h e  " N o t i c e " )  s h a l l  b e  m a i l e d  b y  a n y  

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

p o s t a g e  p r e p a i d ,  n o  l a t e r  t h a n  ___________________ , 1987  t o  a l l

p e r s o n s  s h ow n  o n  t h e  s t o c k  r e c o r d s  m a i n t a i n e d  b y  o r  o n  

b e h a l f  o f  t h e  Company  t o  b e  e l i g i b l e  t o  p a r t i c i p a t e  a s  a  

m embe r  o f  t h e  C l a s s  a n d  s h a l l  raake  a v a i l a b l e  a d d i t i o n a l  

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

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

I n  a d d i t i o n ,  a  summa ry  o f  t h e  N o t i c e  t o  b e  a p p r o v e d  b y  t h e  

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

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

H e a r i n g .

6 .  T h e  f o rm  a n d  m e t h o d  o f  n o t i c e  s p e c i f i e d  h e r e i n  

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

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

r e c e i v e  s u c h  n o t i c e .  T h e  Company  s h a l l ,  o n  o r  b e f o r e  t h e  

d a t e  o f  t h e  H e a r i n g ,  f i l e  p r o o f  o f  m a i l i n g  o f  t h e  N o t i c e .

7 .  Any membe r  o f  t h e  C l a s s  who o b j e c t s  t o  t h e  

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



t h e r e o n /  a n d / o r  t h a  a p p l i c a t i o n  f o r  a t t o r n e y s *  f e e s  a n d

r e i m b u r s e m e n t  o f  e x p e n s e s /  o r  who o t h e r w i s e  w i s h e s  t o  b e

h e a r d /  may  a p p e a r  i n  p e r s o n  o r  b y  h i s  a t t o r n e y  a t  t h e

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

p r o p e r  a n d  r e l e v a n t ;  p r o v i d e d ,  h o w e v e r ,  t h a t  n o  p e r s o n  o t h e r

t h a n  t h e  n am ed  p l a i n t i f f s  a n d  d e f e n d a n t s  i n  t h i s  A c t i o n

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

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

c o n s i d e r e d  b y  t h e  C o u r t  ( u n l e s s  t h e  C o u r t  i n  i t s  d i s c r e t i o n

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

d a y s  p r i o r  t o  t h e  H e a r i n g  ( i )  n o t i c e  o f  t h e  i n t e n t i o n  t o

a p p e a r ,  ( i i )  a  s t a t e m e n t  o f  s u c h  p e r s o n ' s  o b j e c t i o n s  t o  a n y

m a t t e r  b e f o r e  t h e  C o u r t ,  a n d  ( i i i )  t h e  g r o u n d s  t o r  s u c h

o b j e c t i o n s  o r  t h e  r e a s o n s  f o r  s u c h  p e r s o n ' s  d e s i r i n g  t o

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

w r i t i n g s  w h i c h  s u c h  p e r s o n  d e s i r e s  t h e  C o u r t  t o  c o n s i d e r ,

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

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

f o l l o w i n g  c o u n s e l  o f  r e c o r d s ’

S t a n l e y  M. F i s h e r ,  E s q .
A r t e r  & H add e n
1100 H u n t i n g t o n  B o u l e v a r d
C l e v e l a n d ,  O h i o  44115

R i c h a r d  C u s i c k ,  E s q ,
C a l f e e ,  H a l t e r  & G r i s w o l d  
1800 S o c i e t y  B u i l d i n g  
C l e v e l a n d ,  O h i o  4 4 1 1 4 - 2 6 8 8
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J a m e s  A .  S m i t h , E s q .
S q u i r e ,  S a n d e r *  t  D em p sey  
1800 H u n t i n g t o n  B u i l d i n g  
C l e v e l a n d ,  O h i o  44115

P a t r i c k  F .  M c C a r t a n ,  E s q .
J o n e s ,  D a y ,  . R e a v i s  & P o g u e  
1700 H u n t i n g t o n  B u i l d i n g  
C l e v e l a n d ,  O h i o  44105

%
8 .  U n l e s s  t h e  C o u r t  o t h e r w i s e  d i r e c t s ,  n o  p e r s o n  

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

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

o f  a t t o r n e y s '  f e e s  a n d  r e i m b u r s e m e n t  o f  e x p e n s e s  t o  p l a i n ­

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

f i l i n g  h i s  w r i t t e n  o b j e c t i o n ,  n o t i c e  o f  i n t e n t i o n  t o  a p p e a r ,  

a n d  s u p p o r t i n g  p a p e r s  a n d  d o c u m e n t s  a s  d e s c r i b e d  i n  P a r a ­

g r a p h  7 .  Any  p e r s o n  who f a i l s  t o  o b j e c t  i n  t h e  m a n n e r  

p r e s c r i b e d  i n  p a r a g r a p h  7 s h a l l  b e  d e em e d  t o  h a v e  w a i v e d  h i s  

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

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

9 .  P e n d i n g  f i n a l  d e t e r m i n a t i o n  o f  w h e t h e r  t h e  

S e t t l e m e n t  s h o u l d  b e  a p p r o v e d ,  p l a i n t i f f s ,  m em b e r s  o f  t h e  

C l a s s ,  o r  a n y  o f  t h e m ,  s h a l l  n o t  c ommence  o r  p r o s e c u t e  a n y  

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

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

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

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

S t i p u l a t i o n .

1 0 .  I f  t h e  S e t t l e m e n t  ( i n c l u d i n g  a n y  m o d i f i c a t i o n  

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

5 -



t h e  S t i p u l a t i o n )  s h o u l d  b e  a p p r o v e d  b y  t h e  C o u r t

t h a  H e a r i n g , a n  O r d e r  a n d  F i n a l  J u d g m e n t  s h a l l  b e  

e n t e r e d  a a  d e s c r i b e d  i n  P a r a g r a p h  4 o f  t h e  S t i p u l a t i o n .

1 1 .  I f  t h e  S e t t l e m e n t  i s  n o t  a p p r o v e d  b y  t h e  C o u r t  

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

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

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

o f  a n y  p a r t y  who h a s  n o t  h e r e t o f o r e  e n t e r e d  a n  a p p e a r a n c e  t o  

c o n t e s t  t h e  j u r i s d i c t i o n  o f  t h e  C o u r t  o v e r  h i s  o r  i t s  

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

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

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

t h e  S e t t l e m e n t  h e r e i n  s h a l l  b e  b o r n e  b y  BPNA.

b a t e d :
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IN RE THE STANDARD OIL COMPANY/ ) CONSOLIDATED
BRITISH PETROLEUM LITIGATION ) CASE NO. 126760

ORDER AND FINAL JUDGMENT

A h e a r i n g  h a v i n g  b e e n  h e l d  b e f o r e  t h i s  C o u r t  o n

__________________  , 1 9 8 7 ,  p u r s u a n t  t o  t h i s  C o u r t ' s  O r d e r  o f

______________________ , 1987  ( t h e  " H e a r i n g  O r d e r " ) ,  u p o n  t h e

S t i p u l a t i o n  o f  S e t t l e m e n t  d a t e d  A p r i l  2 7 ,  1987  ( t h e  " S t i p u  

l a t i o n " )  i n  t h e  a b o v e - e n t i t l e d  c o n s o l i d a t e d  a c t i o n  ( t h e  

" A c t i o n " ) ; a n d  i t  a p p e a r i n g  t h a t  d u e  n o t i c e  o f  t h e  h e a r i n g  

w a s  g i v e n  i n  a c c o r d a n c e  w i t h  t h e  H e a r i n g  O r d e r  t o  a l l  

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

c e r t i f i e d  p u r s u a n t  t o  t h e  H e a r i n g  O r d e r  ( t h e  " C l a s s " ) ; a n d  

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

a t t o r n e y s ;  a n d  s a i d  a t t o r n e y s  h a v i n g  b e e n  h e a r d ;  a n d  a n  

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

p e r s o n s  d e s i r i n g  t o  b e  h e a r d  o r  t o  o b j e c t  t o  t h e  p r o p o s e d  

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

c o n s i d e r e d  b y  t h e  C o u r t :



I T  I S  ORDERED, ADJUDGED AND DECREED AS FOLLOWS:

1 .  T h e  C o u r t  h e r e b y  a p p r o v e s  a n d  a d j u d g e s  t h e  

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

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

a n d  a d e q u a t e .

2 .  T h i s  A c t i o n  i s  h e r e b y  d i s m i s s e d  w i t h  p r e j u ­

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

t h e  C l a s s ,  a s  d e f i n e d  i n  t h e  H e a r i n g  O r d e r ,  o r  a n y  o f  t h em  

e v e r  h a d ,  now h a s  o r  h e r e a f t e r  c a n ,  s h a l l  o r  may h a v e  by  

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

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

a l l e g e d  o r  w h i c h  c o u l d  h a v e  b e e n  a l l e g e d  i n  t h e  A c t i o n  o r  i n -  

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

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

t h e  a c q u i s i t i o n  by  BPNA o f  S h a r e s  p u r s u a n t  t o  t h e  O f f e r  o r  

i n  t h e  M e r g e r ,  a l l  a s  d e s c r i b e d  i n  t h e  S t i p u l a t i o n  ( t h e  

" S e t t l e d  C l a i m s " ) ,  i n c l u d i n g  d i s s e n t e r s '  r i g h t s  u n d e r

Se  . i o n  1 7 0 1 . 8 5  o f  t h e  O h i o  G e n e r a l  C o r p o r a t i o n  Law, s h a l l  

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

e a c h  a n d  e v e r y  d e f e n d a n t  n amed  i n  t h e  A c t i o n  a n d  e a c h  o f  

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

a d v i s o r s ,  a t t o r n e y s ,  r e p r e s e n t a t i v e s ,  p r e d e c e s s o r s ,  

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

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

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



D a t e d : , 1987

a l l  m em b e r s  o f  t h e  C l a s s  a r e  

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

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

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

a r e ,  r e l a t e  t o  o r  a r i s e  o u t  o f  S e t t l e d  C l a i m s .

4 .  P l a i n t i f f s '  a t t o r n e y s  a r e  h e r e b y  a w a r d e d  t h e

sum o f  $ __________________ f o r  l e g a l  f e e s  a n d  r e i m b u r s e m e n t  o f

e x p e n s e s  i n c u r r e d  i n  t h e  p r o s e c u t i o n  o f  t h e  A c t i o n ,  w h i c h  

a w a r d  t h e  C o u r t  f i n d s  t o  b e  f a i r  a n d  r e a s o n a b l e .  S u c h  sum 

s h a l l  b e  p a i d  b y  L?NA i n  a c c o r d a n c e  w i t h  t h e  S t i p u l a t i o n .

No o t h e r  c o s t s  s h a l l  b e  t a x e d  i n  c o n n e c t i o n  w i t h  t h i s  

A c t i o n ,  e x c e p t  a s  o t h e r w i s e  p r o v i d e d  by  p a r a g r a p h  8 o f  t h e  

S t i p u l a t i o n .

5 .  W i t h o u t  a f f e c t i n g  t h e  f i n a l i t y  o f  t h i s  O r d e r  

a n d  P i n a l  J u d g m e n t  i n  a n y  w a y ,  t h e  C o u r t  h e r e b y  r e s e r v e s  

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

a n d  e f f e c t u a t i o n  o f  t h e  S t i p u l a t i o n .



RELEASE

TO ALL TO WHOM THESE PRESENTS MAY COME OR MAY CONCERN,

WHEREAS, t h e  u n d e r s i g n e d  a i a  c o - l e a d  c o u n s e l  f o r  
a n d  on  b e h a l f  o f  t h «  m em be r s  o f  t h e  C l a s s  ( t h e  " R e l e a s o r s " )  
r e f e r r e d  t o  i n  t h e  S t i p u l a t i o n  o f  S e t t l e m e n t  i n  t h e  c o n s o l i ­
d a t e d  c l a s s  a c t i o n  e n t i t l e d  ______________________ , C o n s o l i d a t e d
C i v i l  A c t i o n  No.  _______ , d a t e d   , 1 987 ,  a n d  f i l e d
w i t h  t h e  C o u r t  o f  Common P l e a s  f o r  C u y a h o g a  C o u n t y ,  O h i o  on 
_____________, 1987 ( t h e  " S t i p u l a t i o n " ) ; a n d

WHEREAS, t h e  C o u r t ,  f o l l o w i n g  a h e a r i n g  h e l d  on
 , a p p r o v e d  t h e  s e t t l e m e n t  p r o v i d e d  f o r  by  t h e

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

NOW, THEREFORE,

1 . As p r o v i d e d  i n  t h e  S t i p u l a t i o n ,  R e l e a s o r s ,  f o r  
g o o d  a n d  v a l u a b l e  c o n s i d e r a t i o n ,  t h e  r e c e i p t  o f  w h i c h  i s  
h e r e b y  a c k n o w l e d g e d ,  h a v e  r e m i s e d ,  r e l e a s e d  a n d  f o r e v e r  
d i s c h a r g e d  a n d  b y  t h e s e  p r e s e n t s  f o r  t h e i r  p r e d e c e s s o r s ,  
s u c c e s s o r s  a n d  a s s i g n s  a n d  a n y  o f  t h e i r  p a s t  o r  p r e s e n t  
o f f i c e r s ,  d i r e c t o r s ,  e m p l o y e e s ,  a g e n t s  ( a n d  a n y  o f  t h e i r  
h e j . r s ,  e x e c u t o r s  o r  a d m i n i s t r a t o r s ,  s u c c e s s o r s  a n d  a s s i g n s )  
d o  h e r e b y  r e m i s e ,  r e l e a s e  a n d  f c r e v e r  d i s c h a r g e  e a c h  a n d  a l l  
o f  t h e  d e f e n d a n t s  i n  a n y  o f  a n d  a l l  t h e  a c t i o n s  r e f e r r e d  t o  
a b o v e ,  s u c h  d e f e n d a n t s '  o f f i c e r s ,  d i r e c t o r s ,  e m p l o y e e s ,  
a g e n t s ,  a d v i s o r s ,  a t t o r n e y s ,  r e p r e s e n t a t i v e s ,  a f f i l i a t e s ,  o r  
s u b s i d i a r i e s , a n d  t h e  g e n e r a l  o r  l i m i t e d  p a r t n e r s ,  h e i r s ,  
s u c c e s s o r s  a n d  a s s i g n s  o f  a n y  o f  t h e  f o r e g o i n g  ( t h e  
" R e l e a s e e s " ) ,  o f  a n d  f r o m  a l l  m a n n e r  o f  a c t i o n s ,  c a u s e s  o f  
a c t i o n ,  s u i t s ,  d e b t s ,  d u e s ,  sum3 o f  m o n e y ,  a c c o u n t s ,  r e c k o n ­
i n g s ,  b o n d s ,  b i l l s ,  s p e c i a l t i e s ,  c o v e n a n t s ,  c o n t r a c t s ,  
c o n t r o v e r s i e s ,  a g r e e m e n t s ,  p r o m i s e s ,  v a r i a n c e s ,  t r e s p a s s e s ,  
damage**,  j u d g m e n t s ,  e x t e n t s ,  e x e c u t i o n s ,  r i g h t s ,  c l a i m s  a n d  
d em a n d s  w h a t s o e v e r ,  i n  l a w ,  i n  a d m i r a l t y  o r  i n  e q u i t y  ( h e r e i n ­
a f t e r  c o l l e c t i v e l y  r e f e r r e d  t o  a s  " C l a i m s " ) , w h i c h  a g a i n s t  
t h e  R e l e a s e e s ,  o r  a n y  o f  t h em ,  R e l e a s o r s  o r  R e l e a s o r s '  
p r e d e c e s s o r s ,  s u b s i d i a r i e s ,  s u c c e s s o r s  a n d  a s s i g n s  a n d  a n y  
o f  t h e i r  p a s t  o r  p r e s e n t  o f f i c e r s ,  d i r e c t o r s ,  e m p l o y e e s  o r  
a g e n t s  a n d  a n y  o f  t h e i r  h e i r s ,  e x e c u t o r s  o r  a d m i n i s t r a t o r s ,  
s u c c e s s o r s  a n d  a s s i g n s  e v e r  h a d  o r  now h a s  o r  h e r e a f t e '  c a n ,  
s h a l l  o r  may h a v e  by  r e a s o n  o f  o r  a r i s i n g  o u t  o f  a n y  o f  t h e  
f a c t s ,  t r a n s a c t i o n s ,  a c t i o n s  o r  c o n d u c t ,  a c t u a l  o r  p u r p o r t e d ,  
f r om  t h e  b e g i n n i n g  o f  t h e  w o r l d  t o  t h e  d a t e  o f  t h i s  R e l e a s e ,  
a l l e g e d  i n  t h e  p l e a d i n g s  i n  t h e  f o r e g o i n g  C o n s o l i d a t e d  C i v i l  
A c t i o n  o r  a n y  o f  t h e m ,  o r  w h i c h  m i g h t  h a v e  b e e n  a l l e g e d  i n  
t h e  C o u r t  o r  i n  a n y  o t h e r  c o u r t ,  a d m i n i s t r a t i v e  b o d y  o r  
t r i b u n a l  o r  a r b i t r a t i o n  p a n e l  o f  a n y  s t a t e ,  f e d e r a l  o r  o t h e r  
j u r i s d i c t i o n ,  d o m e s t i c  o r  f o r e i g n ,  w i t h  r e s p e c t  o f  o r  
r e l a t i n g  t o  t h e  O f f e r ,  o r  a n y  s u p p l e m e n t s  t h e r e t o ,  t h e  
M e r g e r  o r  p o s s i b l e  M e r g e r  o r  o t h e r w i s e  i n  c o n n e c t i o n  w i t h  
t h e  a c q u i s i t i o n  o f  t h e  S h a r e s ,



2 .  N o t h i n g  i n  t h i s  R e l e a s e  s h a l l  b e  d e em e d  t o  b e  
" o n s t r u e d  a s  a n  a d m i s s i o n  o f  a n y  l i a b i l i t y  o f  a n y  R e l e a s e e /

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

3 .  N o t h i n g  i n  t h i s  R e l e a s e  s h a l l  r e l i e v e  t h e  
R e l e a s e e s  f r o m  a n y  a n d  a l l  o f  t h e i r  o b l i g a t i o n s  u n d e r  t h e  
S t i p u l a t i o n  a n d  t h e  o r d e r  a n d  j u d g m e n t  o f  t h e  C o u r t  i n  c o n n e c ­
t i o n  t h e r e w i t h .

4. T h i s  R e l e a s e  s h a l l  i n u r e  t o  t h e  b e n e f i t  o f  a n d  
s h a l l  b e  b i n d i n g  u p o n  t h e  h e i r s ,  e x e c u t o r s ,  a d m i n i s t r a t o r s ,  
s u c c e s s o r s  a n d  a s s i g n s  o f  t h e  p a r t i e s  h e r e t o  a n d  i t  s h a l l  be  
g o v e r n e d  a n d  c o n s t r u e d  i n  a c c o r d a n c e  w i t h  t h e  l a w s  o f  t h e  
S t a t e  o f  O h i o .

IN WITNESS WHEREOF, t h e  u n d e r s i g n e d  h a v e  f o r  a n d  
o n  b e h a l f  o f  t h e  m em b e r s  o f  t h e  C l a s s  e x e c u t e d  t h e s e  p r e s e n t s  
t h i s  ____  d a y  o f  ______________ , 1 987 .

ABBEY & ELLIS

WOLF POPPER ROSS WOLF & JONES

COUDERT BROTHERS

By_____________ ________________

SILVERMAN AND HARNES

LOWEY, DANNENBERG & KNAPP, P . C .
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P. O. Box 9 4183  
Boton Rouge, Louisiano 7 0804  

(5 0 4 ) 3 4 2 -2 0 4 0

February 18, 1988
Rep. Sam Cotten, Chairman 
House Natural Resources Committee 
Room 124, P.O. Box V 
Juneau, AK 99811

Dear Rep. Cotten:

Pat Raffaniello asked me to send you any available information on the
Louisiana Economic Acceleration Program or LEAP, as it is commonly known.
Enclosed you will find:

A LEAP Proposal Paper which preceded the legislation,

The LEAP legislation, passed during the 1986 Regular Session,

Legislation from the 1986 Extraordinary Session which 
exempted oil and gas development in certain wildlife
refuges from the severance and royally provisions of
LEAP,

Legislation from the 1987 Regular Session amending LEAP to 
include women-owned businesses and setting a certain 
date for spudding LEAP wells (we found applicants 
reworking old wells to take advantage of the tax benefits),

• Regulations issued by the Commissioner of Conservation
implementing LEAP, and >

A report from the Department of Natural Resources the direct 
revenue impacts of LEAP.

I'm not sure that the DNR report was specific enough to give a true 
picture of the impact of LEAP. I'm trying to get a report done now that would 
compare wildcat drilling on a month by month basis to more clearly illustrate 
LEAP'S impact.

Please do not hesitate to contact me if I can be of further assistance on 
this matter.

Sincero^ yours, 

Lori Cameron
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T h e  L o u is ia n a  E c on om ic  A c c e le ra t io n  P ro g ra m  (L E A P ) p ro p o s a l is an  

o rg a n iz e d  ap p ro ach  to  easing  L ou is ia n a 's  u n em p lo ym en t and f i s c a l p ro b le m s  w h ile  

beg inn ing  w o rk  on th e  d iv e rs i f ic a t io n  o f  th e  s ta te 's  e c on om y .

I t  is p re se n te d  as su ch , in  the b e l ie f  th a t  p u b lic  d iscu ss ion  and 

re c om m en d a tio n s  can  o n ly  s t re n g th e n  th e  p ro p o s a l. C o n s t ru c t iv e  c r it ic ism  and 

suggestion s a re , by m eans o f  th is p ro p o s a l p a p e r , a c t iv e ly  s o lic i te d  f r o m  th e  

c it iz e n s  o f  L o u is ia n a , as w e ll as th o se  who p re s e n t ly , o r  m ay  in th e  fu tu re , do 

business in ou r s ta te .

©

©



(L E A P )

P R O P O S A L  SY N O PS IS

LOUISIANA ECONOMIC ACCELERATION PROGRAM

S IT U A T IO N : L o u is ia n a  is second  o n ly  to  W est V irg in ia  in u n em p lo ym en t and is
fa c in g  a  s ta te  d e f ic i t  d e sp ite  budget cu ts  and in c re a s ed  ta x e s . T h e se  
c r is is  c o nd ition s  a re  in d ic a t iv e  o f  a  w eak s ta te  e c on om y .

P U R P O S E : L E A ?  is designed  to  a c c e le ra t e  L ou is ia n a 's  e c on om ic  re c o v e ry , ea s in g  
u n em p lo ym en t and f is c a l p ro b lem s , w h ile  p ro v id in g  p la nn ing  and 
fund ing  m echan ism s f o r  lo n g - te rm  e c on om ic  d iv e r s i f ic a t io n .

P R O G R A M  E LE M E N T S : L E A P  is a th re e  y e a r  p ro g ram . D u rin g  th e  p rog ram  
p e rio d , e x p lo r a to ry  o i l  and ga s w e lls  d r i l le d  in new  f ie ld s , and a l l  
subsequen t d e v e lo p m en ta l w e lls  in th e  sam e  f ie ld ,  w i l l q u a li fy  as L E A P  
w e lls .

O i l and gas se v e ra n c e  ta x e s  and th e  s ta te 's  n a tu ra l gas ro y a lt ie s  on 
L E A P  w e lls  w i l l be fo rg o n e  f o r  th e  p rog ram  p e rio d .

L ou is ia n a 's  n a tu ra l gas co n sum ers  w i l l . r e c e iv e  an  in c e n t iv e  f ro m  th e  
s t a te  o f  X  c en ts  p e r M c f f o r  con sum p tion  o f  gas f ro m  L E A P  w e lls  
consum ed in excess o f  1985 c on sum p tion  le v e ls .

T h e  E con om ic  D iv e rs i f ic a t io n  Fund w i l l be  e s tab lish ed  to  p a y  f o r  th e  
n a tu ra l gas con sum er in c e n tiv e  du ring  th e  p ro g ram  p e rio d  and  to  
p ro v id e  re ven u e s  f o r  lo n g - te rm  econ om ic  d iv e r s i f ic a t io n  p ro g ram s  a t  
LEA P 'S  con c lu s io n .

S t a te  o i l r o y a lt ie s  f ro m  L E A P  w e lls  w i ll be  d ed ic a ted  to  th e  Fund 
im m e d ia te ly . A t th e  end o f  th e  p rog ram  p e rio d  a l l  L E A P  w e ll 
s e v e ra n c e  ta x e s  and ro y a lt ie s  w ou ld  a c c ru e  to  th e  Fund .

E x is t in g  p ro d u c t io n  and re la te d  -e ven u e s  a re  u n a f fe c te d  by L E A P .

IM P A C T S : P re lim in a ry  c a lc u la t io n s  in d ic a te  th a t f o r  e v e ry  2 00  new  w e lls  th a t a r e  
a t t r ib u ta b le  to  L E A P  du ring  a  p rog ram  y e a r , 1 0 ,0 0 0  jo b s  w i l l be 
c re a te d , n e t s t a te  re ven u e s  w i l l in c re a se  by $ 1 5 .2  m i llio n , and  th e re  
w i l l be $ 3 6 0  m illio n  in in c re a sed  p e rs o n a l in com e  in L o u is ia n a .



•  LO U IS IA N A  E C O N O M IC  A C C E L E R A T IO N  P R O G R A M

(L E A P )

P R O P O S A L  P A P E R

•  T A B L E  O F  C O N T E N T S

•  i. A ckn ow led g em en ts

i i . P r e fa c e

i ii . P ro p o s a l Synopsis

9  I. M ee tin g  th e  C h a lle n g e  o f  L ou is ia n a 's  E c on om ic  C r is is

I I . E lem en ts  o f  th e  L o u is ia n a  E con om ic  A c c e le ra t io n  P ro g ram  P ro p o s a l

I I I .  A n a ly s is  o f  Im p ac ts  o f  th e  L E A P  P ro p o s a l

•  IV . L E A P , S ta te  P o lic y  and  T h e  In d u s try

V. Q u e s t io n s  and A n sw ers  on th e  L E A P  P ro p o s a l



MEETING THE CHALLENGE OF LOUISIANA'S ECONOMIC CRISIS

T h e  c lo s e  o f  1985 fin d s  L o u is ia n a  in e c on om ic  c r is is . T h e  s ta te 's  s ta g g e rin g  

u n em p lo ym en t ra te , which is se c on d  o n ly  to  W est V irg in ia 's , and the ch ron ic  d e f i c i t  

p o s tu re  o f  s t a t e  g o ve rnm en t, a r e  in d ic a to r s  o f  i ts  c o n d it io n .

T h e  c r is is  is an  im m ed ia te  p ro b le m . T h e  c r is is  m ust be con s id e red  h ow e v e r , 

in  th e  c o n te x t  o f  L ou is ian a 's  l im i te d , and  w eaken ed , e c on om ic  base . F u tu re  c r is e s  

m ay  o n ly  be a v e r te d  by d ire c t in g  th e  s ta te 's  a t te n t io n  to  c re a t in g  a  s t ro n g e r , 

d iv e rs i f ie d  e c on om y .

T h e  L o u is ia n a  E con om ic  A c c e le r a t io n  P ro g ra m  (L E A P ) p roposes to  c r e a t e  

im m ed ia te  em p lo ym en t o p p o r tu n it ie s , a c c e le ra t e  th e  s ta te 's  econom ic  re c o v e ry , 

and beg in  w o rk  on lo n g -te rm  e c on om ic  d iv e rs i f ic a t io n .

T h e re  a re  a m u lt itu d e  o f  s t a t i s t i c s  q u a n t ify in g  th e  e x te n t and c o s t o f  

u n em p lo ym en t to  th e  s ta te 's  e c o n om y . I t  is im p o ss ib le  h ow ev e r .to q u a n t ify  th e  

e f f e c t  on L ou is ia n a 's  c it iz e n s  and th e i r  fa m i lie s .  T h e  c o s t to  th e  s ta te 's  s p ir it  is a s  

u n a c c e p ta b le  as th e  c o s t to  the e c on om y .

U n em p lo ym en t is a  doub le b u rd en  on  th e  s ta te 's  e c on om y . P e o p le  w ith o u t 

jo b s  d ra in  th e  s ta te 's  c o f fe r s  d i r e c t ly  in  th e  fo rm  o f  u n em p lo ym en t, h e a lth , and  

m ed ic a l b e n e f i t s . D u ring  1985 u n em p lo ym en t b e n e f i t s  w i ll c o s t th e  s ta te 's  

e c on om y  ab ou t 4 5 0  m illio n  d o lla rs . T h a t  f ig u re  does n o t in c lu d e  am oun ts spent on  

s o c ia l s e rv ic e s  f o r  th e  unem p loyed .

H ow ev e r , th e  g re a te r  bu rden t o  th e  ec on om y  r e la t e s  to  th e  fa c t  th a t th e  

un em p lo yed  c ann o t pay ta xe s  o r sp end  m oney  to  su pp o rt expand ing  e c on om ic  

a c t iv i t y .  N o  jo b s , no ta x  revenues , no e c o n o m ic  g row th .

T h e re  a re  m o re  than  2 1 5 ,0 0 0  u n em p lo y e d  p e op le  in  L o u is ia n a  today . T h a t is  

m o re  th an  th e  p o p u la t io n  o f  S h re v e p o r t . I t  is ab ou t th re e  t im e s  th e  p opu la tion  o f  

L a k e  C h a r le s .



U n em p lo ym e n t in L o u is ia n a  o v e r  the f i r s t  e ig h t m on th s o f  1985  a v e ra g ed  11 .6  

p e rc e n t . T h is  is in  c o n t ra s t  to  the n a t io n a l a v e ra g e  o f  7 .4  p e rc e n t f o r  th a t  sam e 

p e r io d . T h re e - fo u r th s  o f  L ou is ian a 's  p a rish e s (4 8  p a rish e s ) had u n em p lo ym en t ra te s  

in  e x ce ss  o f  10 p e rc e n t . One in f iv e  o f  th e  p a rish e s  (13  p a rish e s ) had 

u n em p lo ym en t r a te s  o v e r  15 p e rc e n t .

E s p e c ia l ly  t ro u b lin g  is  th e  s ta te 's  in a b i l i t y  to  b re a k  ou t o f  th e  h ighest 

u n em p lo ym en t ra n k s . O v e r  an  18 m on th  p e r io d  f ro m  th e  beg inn ing  o f  1 9 83 , th e  

n a t io n a l u n em p lo ym en t r a te  f e l l  s te a d ily  f r o m  10 .4  p e rc e n t to  ab ou t 7 p e rc e n t 

w h e re  i t  has rem a in ed  th rou gh  m id -1 9 8 5 .

L o u is ia n a  has shown no sign o f  sh a rin g  in  th is  n a t io n a l re c o v e ry . T h e  s ta te 's  

u n em p lo ym en t r a te  rem a in s  s tu b b o rn ly  a t m o re  th an  50 p e rc e n t a b ove  th e  n a tio n a l 

a v e ra g e .

T h e  second  in d ic a to r  o f  econom ic  c r is is  is th e  p e r i lo u s  f i s c a l s itu a t io n  o f  

s t a te  and lo c a l g o v e rn m en ts . S in ce  1983 , th e  s t a t e  has c u t 2 7 7 .6  m i ll io n  d o lla rs  in 

e x p e n d itu re s . In  1984  o v e r  900  m illio n  o f  new  ta x e s  w e re  le v ie d .

In  sp ite  o f  th e  cu ts  and th e  in c reased  ta x  ra te * , th e  s t a te  fa c e s  a d e f ic i t  o f  up 

to  177 m i ll io n  d o l la r s  th is  f is c a l y e a r . P a r o c h ia l and lo c a l g o v e rnm en ts  fa c e  

s im i la r  d ilem m as .

T a x  in c re a s e s  a re  n o t th e  an sw er. R a is in g  ta x  le v e ls  has a  c h i l lin g  e f f e c t  on 

th e  e c on om y . T h e  pu rp o se  o f  th e  S ta te  m ust be  to  in c re a s e  e c on om ic  a c it iv i ty  in 

L o u is ia n a , t o  g e t m on ey  m ov ing  again , r a th e r  th an  ta k in g  i t  o u t o f  c i rc u la t io n  in 

th e  fo rm  o f  in c re a s ed  ta x e s .

L o u is ia n a  m ust pu t h e r p e op le  to  w ork , and  en cou ra g e  in v e s to rs  to  pu t th e ir 

m on ey  to  w o rk  in L o u is ia n a . An econom ic  re c o v e ry , sp a rk e d  by new jo b s  and 

in v e s tm e n ts  w ill in c re a s e  re ven u e s  f o r  the s t a t e  and re s to re  L ou is ia n a 's  sense o f  

p u rp o se .
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L E A P  is a th re e  y e a r  p ro g ram  to  c re a te  new  jo b s  and re v en u e  w h ile  

a c c e le ra t in g  L ou is ia n a 's  e c on om ic  re c o v e ry . L E A P  e s ta b lish e s  r,;n  E c o n om ic  

D iv e r s i f ic a t io n  Fund  w ith in  th e  S t a te  T re a su ry , th e  p ro c e e d s  o f  w h ich w i l l fu nd  

e c on om ic  d iv e rs i f ic a t io n  p ro g ram s .

L E A P  u t i l i z e s  L ou is ia n a 's  s t ro n g e s t n a tu ra l re s o u rc e , o i l  and  ga s , as a  to o l.  

H is t o r ic a l ly ,  L ou is ia n a 's  s t a te  g o v e rn m en t has v iew ed  o i l  and gas d e v e lo p m en t as a 

so u rc e  o f  d i r e c t  ta x  re ven u e s .

L E A P  v iew s o i l  and gas d e v e lo pm en t a s  an eng ine  to  a c c e le r a t e  th e  s ta te 's  

e c on om ic  re c o v e ry  by p ro v id in g  cash and jo b s  to  the s t a te . D i r e c t  ta x  re v en u e s  a re  

fo rg o n e  in  fa v o r  o f  jo b s , e c on om ic  a c t iv i t y  and in d ire c t  ta x  re v en u e s .

O i l and gas d r i l l in g  c re a te s  jo b s  and cash f lo w  th ro u g h ou t th e  e c on om y . 

In i t ia l a n a ly s e s  in d ic a te  th a t  a s in g le  r ig , runn ing  th ro u g h ou t th e  y e a r , m eans jo b s  

f o r  516 p e op le  in  L o u is ia n a .

. T h e  r ig  re p re s e n ts  172 jo b s  in the o i l  and ga s e x p lo ra t io n  and p ro d u c t io n  

s e c to r . F u r th e r ,  f o r  e v e ry  jo b  in th e  o i l  and gas e x p lo ra t io n  and p ro d u c t io n  s e c to r  

th e re  a re  tw o o th e rs  c re a te d  e lsew h e re  in  the e c on om y .

R e la t i v e  to  cash  f lo w , it  has been e s t im a te d  th a t  an a v e ra g e  w e ll d r i l le d  in 

L o u is ia n a  c o s ts  m o re  than  a m i llio n  d o lla rs , ( i .e . $ 1 ,0 2 3 ,0 7 9 ) .  O th e r  s tu d ie s  

d em on s tra te  th a t f o r  e v e ry  m i llio n  d o lla r s  expended in  th e  o i l  and gas e x p lo ra t io n  

and p ro d u c t io n  s e c to r , th re e  q u a rte rs  o f  a m i llio n  d o l la r s  in s a le s  o c c u r e lsew h e re  

in the ec on om y .

O ne o f  th e  m os t a t t r a c t iv e  a sp ec ts  o f  L E A P  is th e  f a c t  th a t  L o u is ia n a  has a 

k n ow led g e ab le  w o rk  fo r c e  re a d y  t o  w a lk  b a ck  o n to  th e  d r i l l in g  s ite s  and s t a r t  

o p e ra t io n s .

T h e re  w i l l be no la g - t im e  t ra in in g  c om p u te r s p e c ia lis ts  o r  h igh tech 

m ach in e ry  o p e ra to r s . L ou is ian a 's  p e op le  know  how to  w o rk  th e  o i l  r ig s , run  th e  

se ism ic  te s ts , p re p a re  th e  mud, and o p e ra te  th e  re la te d  s e rv ic e  in d u s tr ie s .



A nyon e  f a m i l i a r  w ith  L ou is ia n a 's  e c on om y  re c o g n iz e s  th a t o v e rd ep en d en c e  on 

an  a i lin g  o i l  and gas in d u s try  is a  m a jo r  c o n tr ib u t in g  f a c t o r  to  th e  s ta te 's  c u r re n t  

e c on om ic  p ro b lem s . H ow  th en  can  L E A P  e x p e c t to  im p ro v e  th e  s ta te 's  p o s it io n  

using th a t  sam e  in d u s try ?

T h e  an sw e r l ie s  in  c o a x in g  th e  e n t i re  U .S . o i l and ga s in d u s try  to  g iv e  i t s  b e s t 

p e r fo rm a n c e  o v e r  th e  n e x t th re e  y e a rs  in L o u is ia n a . A lth o u g h  d r i l l in g  a c t iv i t y  

n a t io n a lly  m ay  be  l im ite d , L o u is ia n a  w i l l d is tingu ish  i t s e l f  f r o m  o th e r  p rod u c in g  

a re a s  and a t te m p t  to  p u ll as much a c t iv i t y  as p o ss ib le  in to  th e  s t a t e  f o r  th e  th re e  

y e a r  p e rio d .

T h e  s ta te  w i ll g iv e  p ro d u c e rs  a re a so n  to  d r i l l  in  L o u is ia n a  ra th e r  th an  T e x a s , 

O k la h om a , o r  A lb e r t a . T h e  s t a te  w i l l p ro v id e  o i l  and gas in v e s to rs  w ith  an 

a lt e rn a t iv e  to  " s it t in g  n e x t y e a r  o u t" , and in s tead , e n c ou ra g e  th e  in v e s to r  to  ris k  

d r i l l in g  c a p i ta l in L o u is ia n a .

In  o rd e r  t o  u n de rs tand  th e  e lem e n ts  o f  th e  L E A P  p ro p o sa l, i t  is im p o r ta n t  to  

unde rs tand  th e  s ta tu s  o f  th e  o i l  a .id  gas in d u s try . I t  is n o t a h e a lth y  in d u s try . In  

th e  c lo s in g  days o f  O c to b e r  1985 , d r i l l in g  a c t iv i t y  was down 27 p e rc e n t n a t io n a lly , 

f r o m  th e  y e a r  b e fo r e . D ism a lly , L ou is ia n a 's  d r i l l in g  was dow n 31 p e rc e n t f o r  th e  

sam e  p e r io d . In d u s try  fo re c a s t s  in d ic a te  fu r t h e r  d e c lin e s  in  d r i l l in g  a c t iv i t ie s  f o r  

1 9 86 .

S im i la r  d r i l l in g  d e c lin e s  o v e r  th e  la s t  f iv e  y e a rs  h ave  a f fe c t e d  L ou is ia n a  

trem en d ou s ly . S in c e  1981 th e  s t a te  has lo s t  o v e r 1 9 ,0 0 0  jo b s  in o i l  and gas 

e x p lo ra t io n  and p ro d u c t io n . T h e  m u lt ip lie r  w ou ld  suggest th a t a n o th e r  3 8 ,0 0 0  jo b s  

w e re  lo s t  th rou g h ou t th e  e c on om y , f o r  a t o t a l o f  5 7 ,0 0 0  jo b s .

S e v e ra n c e  ta x e s  in L o u is ia n a  h ave  a ls o  d e c re a sed  e v e ry  y e a r  s in c e  1981 . 

S e v e ra n c e  ta x  re v en u e s  th is y e a r  a re  e x p ec ted  to  be down m o re  th an  25 p e rc e n t  o r 

250  m i llio n  d o lla r s  f ro m  f iv e  y e a rs  e a r l ie r .  T he  dow nw ard  re v en u e  tre n d  is 

e x p ec ted  to  c on tin u e .



T h e  re ason s f o r  th e  d r i l l in g  d e c lin e s  a re  v a r ie d . B asic  to  a n  u n d e rs ta n d in g  o f  

th e  p rob lem  is a  re c o g n it io n  th a t th e  o i l  m a rk e t  is d is t in c t f r o m  th e  g as m a rk e t  and 

th e y  fa c e  d i f fe r in g  m a rk e t  s itu a t io n s .

T h e  m a rk e t f o r  o i l  is a w o rld  m a rk e t , t ie d  tog e th e r by t a n k e r s  t ra n s p o r t in g  

c ru d e  from  p rod u c in g  n a tio n s  to  consum ing  on e s . D esp ite  i n t e r n a l p ro b lem s , O P E C  

m a in ta in ed  its  p o w e r to  in f lu e n c e  th e  w o r ld  p r ic e  f o r  crude o i l  th ro u g h o u t 1 9 8 5 . A 

p rem ium  c om m od ity , L o u is ia n a  sw ee t c ru d e  has so ld  a t a b o u t $ 2 8  p e r  b a r r e l  a l l  

y e a r .

T h e  dem and f o r  c ru d e  has lik ew is e  rem a in ed  s tab le . L o u is ia n a  p ro d u c e rs  

re p o r t  th a t th ey  c a n  s e l l  c ru d e  o i l ,  i f  th e y  a re  w illin g  to ta k e  th e  w o r ld -d ic ta te d  

p r ic e . T he lo w e r  p r ic e  has caused  a  d e c re a s e  in d r illin g  a c t i v i t y  th ro u g h ou t th e  

n a tio n , as in v e s to rs  o p t  f o r  a lt e rn a t iv e  in v e s tm en ts  o r  wait o u t t h e  lo w e r  p r ic e .

U n lik e  th e  r e la t i v e ly  s ta b le , th ough  dep re ssed , crude o i l m a r k e t ,  the m a rk e t  

f o r  n a tu ra l gas is in sh am b le s . D e sp ite  p r ic e s  a t  a f ra c t io n  o f  w h a t th e y  w e re  th re e  

y e a r  ago , an excess o f  su pp ly  e x is ts .

T h e  m a rk e t f o r  n a tu ra l g a s is l im ite d  to  N o rth  A m e r ic a n  p ro d u c e rs  and 

p r im a r i ly  A m e ric an  c o n su m e rs . T h e  m a rk e t 's  g eog raph ica l b o u n d a r ie s  a re  d e fin e d  

by  p ipe lin e s , s in c e  p ip e lin e s  a re  th e  o n ly  e c o n om ic a l means o f  t r a n s p o r t in g  n a tu ra l 

gas.

O v e r the la s t  fe w  y e a rs , th e  p r ic e  o f  n a tu ra l gas has p lu m m e te d . S om e  

L ou is ia n ian s  r e c a l l  T u s c a lo o s a  T re n d  gas c o n t ra c ts  signed in th e  e a r ly  1980 's  f o r  $8 

p e r M c f and m o re . I n  c o n t ra s t , th e  N o v em b e r 1985 spot m a rk e t p r ic e  f o r  L o u is ia n a  

n a tu ra l gas was $ 2 .0 3  p e r  M c f.

H igh e r n a tu ra l g a s  p r ic e s  in  the e a r ly  1 9 8 0 :s led  to  m o re  p ro d u c t io n  a t  the 

v e ry  t im e  con sum ers b eg an  to  im p lem en t se r io u s  con se rv a tion  e f f o r t s .  In c re a s e d  

p ro d u c t io n  led  to  in c re a s e d  supp ly  w h ile  c o n se rv a t io n  led  to  d e c re a s e d  dem and .



T h e se  fa c to rs  c o m b in e d  to  spawn an o v e rsu p p ly  o f  n a tu ra l g a s ,  o r ig in a l ly  

r e fe r r e d  to  as a  "bubb le" o f  e x c e s s  d e liv e ra b i l i t y .  T h e  excess supp ly o f  n a tu r a l gas 

c au se s  p ro d u c e rs  to fe a r  t h a t  ev en  i f  th e y  fin d  gas a t  c om p e tit iv e  p r ic e s  ( i .e .  in th e  

$2  p e r M c f range ) th e re  w i l l  b e  no b u ye rs  f o r  th e  new  gas.

P ro d u c e rs  see the c o n su m in g  end o f  th e  m a rk e t  as sa tu ra ted  w ith  g a s . U n le s s  

m a rk e t  dem and  can be e x p a n d e d , th e re  is no re a so n  to  d r i l l  fo r  gas n o t  e x p e c te d  to  

s e l l .  T h is  is p a r t ic u la r ly  t r u e  g iv e n  tod ay 's  e x t re m e ly  c om p e tit iv e  p r i c e  s t ru c tu re  

w he re  p r o f i t  m arg ins h ave  b e e n  sh aved  th in .

T h e  d i f fe r in g  m a rk e t  s i tu a t io n s  fa c in g  c ru d e  o i l and n a tu ra l g a s  re q u ire  a 

d i f f e r e n t  com b ina tions o f  in c e n t iv e s  to  p rom o te  in c rea sed  d r i l l in g  a c t i v i t y  in 

L o u is ia n a . O i l p roduce rs n e e d  to  see an im p ro v ed  b o ttom  line to  e n t i c e  th em  to  

m ove  d r i l l in g  a c tiv ite s  t o  L o u is ia n a , o r  indeed  to  c om m it in v e s tm en t d o l la r s  to  

d r i l l in g  an yw here .

N a tu r a l gas p ro d u c e rs  need  en c ou ra g em en t a t  bo th  ends o f  t h e i r  m a rk e t  

b e fo r e  chey w i l l com m it to  d r i l l .  - O n th e  p rod u c in g  end th ey  need to  f e e l  th a t  th e re  

is an  o p p o r tu n ity  to be c o m p e t i t iv e  in th e  c u t th ro a t  n a t io n a l p rice  b a t t le .

O n th e  consum ing end , th e y  need  to  see  exp an s ion  o f  demand f o r  n a t u r a l gas, 

e i th e r  f r o m  new consum ers o r  in c re a s ed  ta k e s  by p re se n t consum ers . E xpanded  

dem and  w i l l assu re  p rod u ce rs  th a t  th e re  w i l l be b u ye rs  f o r  gas from  new  w e lls .

In  a d d it io n  to the m a r k e t  p re s su re s  d e sc rib ed , th e re  a re  a n um be r o f  fa c t o r s  

ou ts id e  o f  th e  m arke t f r a m e w o rk ,  each  o f  which has th e  p o ten tia l t o  p r o fo u n d ly  

a f f e c t  d r i l l in g  a c t iv ity  in th e  U n ite d  S ta te s . T h e y  a re  dec lin es in th e  w o r ld  p r ic e  

o f  o i l ;  changes in  fe d e ra l la w s ,  (e .g . an ab and onm en t o f  ta x  c red its f o r  o i l  and gas 

o p e ra t io n s  unde r the T ax  S im p li f i c a t io n  P la n ) ; and fe d e r a l re g u la to ry  c h a n g e s , (e .g . 

th e  F e d e r a l E ne rgy  R e g u la t o r y  C om m iss io n 's  (F E R C ) proposed b lo c k  b i l lin g  

re g u la t io n s ) .



These factors are largely outside of Louisiana’s control although pressure may 

be exerted on the congressional and regulatory fronts. However, these factors 

should affect all producing states uniformly. Therefore, if Louisiana distinguishes 

itself through a state incentive program, it will maintain an advantage.

It should be noted that Outer Continental Shelf (OCS) activity is unrelated to 

onshore Louisiana. At present, O C S  development is driven largely by federal lease 

considerations. In 1983 the federal government held its first, record-breaking, 

area-wide lease sale. Blocks of OCS acreage were leased by the federal 

government for millions of dollars.

Recently there has been minimal activity on these leased blocks because of 

depressed market conditions. However, under the terms of the lease, if 

exploratory activities are not underway by the conclusion of the lease period, all 

rights under the lease will be lost.

Since the normal term of these leases is five years, increased OCS activity 

may be expected in 1987 and 1988 due to lease pressure. This activity is 

independent and outside of state influence.

The following section presents the elements of the LEAP proposal. The third 

section discusses estimated impacts attributable to the proposal and the fourth 

section deals with state policy, the industry, and LEAP.

* E L E M E N T S  OF T H E  LOUISIANA E C O N O M I C  A C C E L E R A T I O N  P R O G R A M  P R O P O S A L

The LEAP proposal ties short-term economic acceleration to long-term 

economic diversification in a comprehensive package. The LEAP proposal is for a 

 ̂ three year period, which is assumed to begin upon the enactment of the enabling

legislation. During the program period, exploratory oil and gas wells drilled in new 

fields, and all subsequent developmental welLs in the same field, will qualify as 

®  LEAP wells. There are three major elements of the LEAP proposal.
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The first deals with the suspension of oil and gas severance taxes, as well as 

the state's natural gas royalty, on production from LEAP wells. Producers applying 

for such benefits would be required to certify that Lousiana labor would be utilized 

to the maximum extent possible. The severance tax provisions would be 

administered by the Department of Revenue and Taxation. The royalty provision 

would be administered by the Mineral Board.

The second element deals with state incentives for the consumption of 

natural gas produced from LEAP wells. The state would provide an incentive of X 

cents per M C F  for such gas consumed in excess of the consumer's 1985 baseline 

consumption. This incentive will assure a market for natural gas produced from 

L E A P  wells.

The amount of the consumer natural gas incentive remains to be determined. 

It will be established prior to drafting of enabling legislation, based on discussions 

with market participants.

The incentive would be paid to qualified consumers at the end of the program 

year. ApDlieants for the incentive would certify as to their 1985 baselevel of 

natural gas consumption, as well as their increased consumption during the program 

year. Further, documentation would be required as to the origin of the LEAP gas.

The natural gas incentive aspect of LEAP will be structured so that Louisiana 

industrials and utilities are qualified applicants. LEAP will further provide that all 

incentives received by a utility serving end-users (i.e. residential and commercial 

customers) be passed through to those end-users. The natural gas incentive 

element of the program will be administered by the Department of Revenue and 

Taxation.
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The third element deals with an Economic Diversification Fund, which would 

be established within the state treasury. During the program period, the Fund 

would receive all state oil royalties from LEAP wells. At the conclusion of the 

program period, all future severance taxes and royalties from LEAP wells would 

accrue to the Fund.

The Fund would be the source of revenue for natural gas incentive payments 

during the program period; remaining revenue in the Fund could be appropriated to 

economic development programs. At the conclusion of the program period, the 

Fund would be utilized to support long term economic diversification program plans 

developed over the three year period.

All appropriations from the Economic Diversification Fund will be designated 

as such in the state budget. Long term economic diversification program plans will 

be developed during the three year program period and defined in legislation. Once 

codified in the statutes, long term economic diversification programs will be 

eligible for appropriations from the Fund.

Existing production, as well as severance and royalties accruing from existing 

production (approximately 1.2 billion dollars) would be unaffected by LEAP. 

ANALYSIS OF IMPACTS OF T H E  LEAP P R O P O S A L  

The LEAP proposal is designed to maximize speedy employment and 

investment response. Although more thorough studies are underway, initial 

calculations approximate the impact of the program.

Pending verification with econometric models, the state may expect that an 

increase of 200 exploratory wells as a result of LEAP, over one program year, may 

provide 10,000 new jobs, $15.2 million in increased revenues to the state and $360 

million in increased personal income in Louisiana in the program year.
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Suspension of the severance tax on LEAP wells for the three year program 

period is an ideal incentive to encourage speedy response. Suspension of severance 

tax offers producers immediate price relief on oil and gas from new Louisiana 

wells, improving the producer's cash flow situation from earliest production.

Since virtually all producing states have severance taxes, suspension of the 

tax on new production is a clear means of distinguishing Louisiana as the state of 

choice for drilling activities. Severance taxes are built into the producer's 

economic analyses of nationwide drilling prospects. Suspension of the tax in 

Louisiana will have a decided impact on the bottom line, drawing drilling capital 

from around the country.

The severance tax provisions of the proposal are also in line with the 

Program's goal of minimizing cost to the state. Realistically, the current oil and 

gas markets go a long way toward minimizing the cost of severance forgone. If 

producers don't drill there will be no new severance tax revenues to forego.

Severance tax and royalty revenues from production existing prior to LEAP'S 

start would continue to be collected by the state. The only tax revenues foregone 

would be those from LEAP wells.

Revenue losses from wells that might have been drilled without LEAP'S 

encouragement will be offset by increased revenues attributable to economic 

activity generated by LEAP. Drilling investments will have expansive affects on 

the economy. The re-employed will be paying income taxes, sales taxes as well as 

other taxes. Further, they will no longer be draining state coffers but rather, 

contibuting to them.

Natural gas royalties on state-owned production from LEAP wells will also be 

foregone by the state. This additional incentive is offered to natural gas producers 

in recognition of the more depressed natural gas market.
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There is a cost of LEAP not mentioned in the impact analysis. That is the 

long-term cost of encouraging present use of Louisiana's finite natural resources. 

This cost is incurred by the LEAP in consideration of the state's present economic 

crisis. Certainly Louisiana does not have to wait until it is dead last, rather than 

49th in unemployment before utilizing its strongest assets.

In order to assure maximum employment, each application for severance tax 

and royalty forgiveness will include a labor certification. The producer will certify 

that Louisiana labor has been used to the maximum extent possible in exploration 

and production of the oil or gas.

The second major element of the program is an incentive payment to 

encourage additional consumption of natural gas by Louisiana consumers. Revenue 

for the incentive payments will nome from state crude oil royalties accrued from 

new production activities spurred by LEAP.

In other words, if LEAP works, it will pay for the natural gas incentive itself.
• •

If LEAP does not work, there will be no additional gas to be consumed, no 

incentives to be paid, and so, no cost to the state.

The incentives are necessary because of economic disorder in the natural gas 

market, nationally as well as in Louisiana. Even at nationally competitive prices, 

Louisiana producers cannot find markets for new natural gas.

In order to assure that producers of natural gas drill in Louisiana, creating 

the jobs and attende it economic benefits to the state, the state will endeavor to 

provide additional Markets for natural gas. Market expansion will be encouraged 

by offering incentives to Louisiana consumers to buy additional amounts of natural 

gas from new wells in the state. Utilities will be required to pass through benefits 

to residential and commercial customers.

- 1 1 -
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In addition to assuring a market for new Louisiana gas, the incentive program

will assure that Louisiana's natural gas-consuming industrials remain competitive in

®  fierce national and international markets. Those Louisiana jobs will be protected

as well.

In order to qualify for incentives at the end of the year, the natural gas

•  consumer (industrial or utility) will apply to the Department of Revenue and

Taxation. The application will certify the consumer's 1985 baseline consumption, 

the amount of natural gas used in excess of tiie baseline during the program year,

•  and provide documentation as to the purchase of gas from LEAP wells in an amount

equal, at least, to the excess consumption.

The third major component of the program is proposed in recognition to the

^  state's critical need to develop a diversified economy as part of a long-term

economic development plan. LEAP addresses the crisis as well as the underlying

weakness, by providing a planning and funding mechanism with which state may

•  implement long-term economic diversification plans.

At the conclusion of the three year program period, severance taxes and 

natural gas royalties will be levied on future production from wells drilled under

•  the auspices of the program.

These severances and royalties from increased production attributable to 

program incentives will accrue to the Economic Diversification Fund and be

•  dedicated implementing long range economic diversification plans.

The three year LEAP period may be utilitzed for developing economic 

diversification programs. The plans should be developed as legislatively-approved

•  programs, their purpose and approach set down in the statutes.

At LEAP'S conclusion the Economic Diversification Fund will receive the 

revenue benefits of increased production. At that time, appropriations may be

•  made, and identified as such, to the economic diversification programs.

A*
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If, during the program period, the Fund has revenues remaining after the 

payment of natural gas consumer incentives those monies may be appropriated to 

existing economic development jjrograms. For example, the Small Business 

Development Act of 1984 would be an excellent candidate for an appropriation 

from the Economic Diversification Fund.

LEAP is limited to three years for a number of reasons. Foremost among the 

reasons is that the state of Louisiana cannot afford to continue its economic 

dependency on oil and gas.

The second reason for the Program's three-year term is that it will take at 

least that long for Louisiana to take its place among its economically active sister 

states. A recovery from 49th in unemployment will take longer than a few months.

The third reason or set of reasons concerns the oil and gas industry. A three 

year period is long enough to fully attract the attention of producers nationwide. 

Also, many experts feel that a revival of the oil and gas industry may be expected 

in three year to five years. If this is the ease, Louisiana will be poised and ready to 

take full advantage of the industry's comeback.

LEAP has a number of program requirements to assure that employment and 

revenue benefits are safeguarded. First, producers applying for severance tax and 

natural gas royalty relief will have to prove that the well in question was drilled 

and completed during the program period. This may be done with the Office of 

Conservation permits which are required prior to drilling.

The producer will also certify that Louisiana labor was utilized during 

exploration and production activities to the maximum extent possible. This 

certification will be similar to one required by the state's bonding authority with 

regards to state funded projects.
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Second, industrial and utility consumers of natural gas will have three tests 

to meet in applying for consumption incentives. They will have to certify 1985 

baseline consumption of natural gas, certify the amount they use in excess of the 

1985 baseline, and show with purchase certificates that the excess amount for 

which the incentive is sought was purchased from LEAP wells.

Producers will certify LEAP well sales to pipelines, who will certify the same 

to consumers. Since well production figures and transportation data are currently 

kept by the Office of Conservation, the Program's impacts will be easily verified.

Residential and commercial consumers will not be troubled by the 

verification procedure. Utilities, both private and public, which supply residential 

and commercial consumers will meet the program certification requirements and 

be required by statute to automatically pass through benefits to the end-user.

As a final safeguard, a legislative committee appointed by the Speaker of the 

House and the President of the Senate would be give legislative oversight authority

for the program. The committee would be authorized to order program audits 

where indicated.

LEAP, STATE POLICY A N D  T H E  INDUSTRY 

LEAP will help reshape Louisiana's business image nationally. It sends a clear 

message: Louisiana wants you and your dollars doing business in Louisiana.

Equally important, it will send a message to the citizens of this state that 

Louisiana has the willpower and the ingenuity to deal with problems facing the 

state. This is a state of people wanting and ready to work and a government 

prepared to give them that opportunity.

Given the critical nature of Louisiana's employment and fiscal situation, 

LEA? is designed to encourage quick response from the oil and gas industry. 

Because severance taxes and natural gas royalties will be suspended only for the 

three year program period, wells drilled early in the program period will reap the 

most benefit.

<1
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Industry conditions also assure quick response. About 80% of "wildcat" or 

exploratory wells are drilled by "independents", small oil and gas producers. Major 

oil and gas companies like Exxon, Texaco and others are responsible for the 

remaining 20 percent.

Today, like many other relatively small businesses, a number of independents 

facing severe cash flow problems. Drilling under LEAP'S terms will offer some 

immediate relief to their cash flow situtation.

Banks, and other leading institutions to whom Louisiana independents are 

indebted, may also be interested in LEAP. If banks foreclose, they get little 

besides equipment. If they give the producer "another chance" there may be an 

improvement in his overall financial condition.

Loans to finance new wells with guaranteed lower costs (e.g. severance tax 

forgiveness) are relatively attractive risks. LEAP should be welcomed by lenders, 

as well as by independents.
• •

The majors find themselves in a different situation. Majors generally have 

investment capital but may, because of corporate diversification, may have better 

alternative investments. LEAP may provide the majors with the incentive 

necessary to invest in drilling in Louisiana.

Finally, because drilling is off, drilling equipment and services are readily 

available at very reasonable costs. Given incentives beyond those available in the 

market place, it's a good time to drill for oil and gas.

Further, with regard to the oil and gas industry nationally, LEAP will leave 

Louisiana well-positioned. The state's oil and gas producers will be activated and 

able to quickly and easily increase production to meet demand as the market 

recovers nationally.



It is expected that both shallow and deep wells will be drilled under the 

auspices of LEAP. In terms of employment benefits to the state, it doe. not

appear that either shallow or deep wells are markedly more advantageous. A

number of shallow wells, each employing a drilling crew, can be drilled over the

same time period it takes to drill a single deep well. In addition to a longer

employment term for the crew, a deep well will require.1 more equipment and 

services (and related employment) like specialized mud, pipe, and drill bits.

From the producer's standpoint, the program should be attractive for either 

type of well. Shallow wells cost less to drill and so an incentive (a 7 cent per Mcf 

cost reduction) may have a dramatic affect on the "bottom line." On the other 

hand, deep wells generally produce more, multiplying the impact of an incentive.

LEAP should have little impact on existing oil and gas production in the 

state. This largely because drilling activity is financed by lenders who are repaid 

with proceeds from the well's production. In order to pay for a well, it must be 

kept.in production.

In the case of an older well that has already paid out, it is likely to be 

producing oil or gas the producer can afford to sell cheaply. The producer will 

want to maintain that production in order to lower his average sale price. Further, 

impacts on existing natural gas production should be minimized by the market 

expansion generated in Louisiana for new gas by the state's consumer incentive. 

Similarly, there should be little impact on the national oversupply situation.

There may be concern that producers might cap existing wells and drill new 

wells into presently producing pools in order to avoid severance taxes. This 

concern may be addressed on regulatory and economic grounds.

First, the State's Office of Conservation keeps track of all wells drilled in 

Louisiana. Attempts to drill in presently productive pools will be quickly 

recognized.



Second, it is unlikely that a producer would expend the capital, on average of 

a million dollars, to drill a new well in a producing field just to get a severance 

break. There are no geophysical guarantees that production will be resumed with 

the second well.

No other state has undertaken an initiative similar to LEAP. Other states do 

not have Louisiana's combination of economic problems and geological conditions 

that favor the response expected in Louisiana.

However, the Canadian government, along with its oil and gas producing 

provinces, have embarked on a related program. Changes in Canadian energy 

policies brought about a 21 percent increase in oil sales to the U.S. and a 27 

percent increase in gas sales over a six month period.

Canada's situation differs from Louisiana's; Canadian provinces own the 

mineral resources within their boundaries. Not surprisingly, Alberta which 

produces 85 percent of Canada's oil and gas, is anxious to take advantage of the 

employment and revenue advantages of increased production.

In the spring of 1985, the Canadian federal government reached an agreement 

with the oil and gas producing provinces of Alberta, Saskatchewan and British 

Columbia termed the Western Accord. The Western Accord called for increasing 

energy investments and creating additional jobs through decontrol of crude oil 

prices, a policy of deregulation of natural gas, and a phase-out of the petroleum 

and gas revenue taxes. The province of Alberta has also lowered its royalty 

substantially to increase employment and investment.
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Given the Canadian's recent policy stance, Louisiana competes even for

dollars that might otherwise go to Alberta or Saskatchewan. In order to achieve its 

employment and fiscal purpose, the state must distinguish itself as the premier 

location for drilling investment in the Northern Hemisphere. Louisiana is indeed 

fortunate that the most critical factor, the excellent natural resource base has 

preceded the state by millions of years.

The state needs only to create an economic atmosphere. LEAP sets the tone. 

Louisiana wants the jobs and the dollars and is willing to sharing the risk to get 

them.
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WERS O N  T H E  LOUISIANA E C O N O M I C  A C C E L E R A T I O N  

P R O P O S A L

is Louisiana need LEAP? Louisiana is second only to West Virginia in

j.
nent and is facing a state deficit despite budget cuts and increased taxes.

Urif)'
crisis conditions are indicative of a weak state economy.

V

What is LEAP'S purpose? LEAP is designed to accelerate Louisiana's 

economic recovery, easing unemployment and fiscal problems, while providing 

planning and funding mechanisms for long-term economic diversification.

3. Why utilize Louisiana's oil and gas resources, especially in light of the 

weakened condition of the oil and gas industry? In order to work, LEAP needs an 

industry that can quickly provide jobs and investments in exchange for state 

incentives. LEAP targets oil and gas drilling because Louisiana's resource base is 

proven and there is a knowledgeable, trained workforce ready to walk back onto 

drilling sites and start operations. There will be no lag-time training computer 

specialists or high tech machinery operators. Louisiana's people know how to work 

the oil rigs, run the seismic tests, prepare the mud, and operate the related service 

industries. There is also an abundance of idle drilling rigs, equipment, and service 

companies.

4. What are the elements of LEAP? LEAP is a three year program. During the 

program period exploratory oil and gas wells drilled in new fields, and all 

subsequent wells in the same field, will quality as LEAP wells.

First, severance taxes and the state's natural gas royalties on LEAP wells will be 

forgone for the program period.
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QUESTIONS A N D  A N S W E R S  O N  THE LOUISIANA E C O N O M I C  A C C E L E R A T I O N  

P R O G R A M  (LEAP) P R O P O S A L

L. Why does Louisiana need L E A P ? Louisiana is second only to West Virginia in

unemployment and is fac?ng a state deficit despite budget cuts and increased taxes. 

These crisis conditions are indicative of a weak state economy.

2. What is LEAP'S purpose? LEAP is designed to accelerate Louisiana's 

economic recovery, easing unemployment and fiscal problems, while providing 

planning and funding mechanisms for long-term economic diversification.

3. Why utilize Louisiana's oil and gas resources, especially in light of the 

weakened condition of the oil and gas industry? In order to work, LEAP needs an 

industry that can quickly provide jobs and investments in exchange for state 

incentives. LEAP targets oil and gas drilling because Louisiana's resource base is 

proven and there is a knowledgeable, trained workforce ready to walk back onto 

drilling sites and start operations. There will be no lag-time training computer 

specialists or high tech machinery operators. Louisiana's people know how to work 

the oil rigs, run the seismic tests, prepare the mud, and operate the related service 

industries. There is also an abundance of idle drilling rigs, equipment, and service 

companies.

4. What are the elements of LEAP? LEAP is a three year program. During the 

program period exploratory oil and gas wells drilled in new fields, and all 

subsequent wells in the same field, will quality as LEAP wells.

First, severance taxes and the state's natural gas royalties on LEAP wells will be 

forgone for the program period.
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Second, Louisiana's natural gas consumers will receive an incentive from the state 

of X  cents per Mcf for consumption of gas from LEAP wells consumed in excess of 

1985 consumption levels.

Third, the Economic Diversification Fund will be established to pay for the natural 

gas consumer incentive during the program period and to provide revenues for long­

term economic diversification programs at LEAP'S conclusion. State oil royalties 

from LEAP wells will be dedicated to the Fund immediately. At the end of the 

program period all severance taxes and royalties from LEAP wells would accrue to 

the Fund. Existing production and related revenues are unaffected by LEAP.

5. Why suspend the severance tax? Suspension of severance tax is the one area 

that the State controls which can have an immediate positive impact on the 

marketability of Louisiana oil and gas. The suspension of severance allows the 

"bottom line" on many wells to shift from marginal to positive, thus spurring 

drilling activity. It also improver the producer's cash flow situation from earliest 

production, when such relief is needed most.

6. Why suspend natural gas royalties and offer additional incentives on the 

natural gas marketing end? The incentives are necessary because of the current 

economic disorder in the natural gas market, nationally as well as in Louisiana. 

Suspension of the severance tax and gas royalties from state lands on natural gas 

will encourage producers to drill. However, further incentives will assure that 

there are buyers for LEAP gas.



7. H o w  is Louisiana assured of long-term benefits from LEAP? The Economic 

Diversification Fund will provide revenues dedicated to the implementation of 

long-term economic diversification plans. Such plans will be developed over 

LEAP'S three year period and defined in the statutes in order to be eligible for 

appropriations from the Economic Diversification Fund. The Fund is the State's 

way of announcing that all revenues generated from LEAP wells are forever 

dedicated to the diversification and expansion of Lousiana's economy.

8. What safeguards will be built into this program to ensure that employment 

and revenue benefits are realized? First, producers applying for severance and 

royalty relief will have to prove that the well in question was drilled and completed 

during the program period and is in a new field. This may be done with the Office 

of Conservation permits which are required prior to drilling. Secondly, the 

producer will certify that Louisiana labor was utilized durii g exploration and 

production activities to the maximum extent possible. This certification will be 

similar to one required by the state's bonding authority with regards to state 

funded projects. Applicants for consumer natural gas incentives will certify 1985 

baseline consumption, excess consumption for the program year, and document that 

excess consumption amounts come from LEAP wells. Finally, a legislative 

committee will be appointed to give legislative oversight of the program, with 

authoriztion to order program audits where indicated.
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9. Will there be a quick response to the program? Industry conditions assure a 

quick response. Because severance taxes and natural gas royalties will be 

suspended for only a three year period, wells drilled early will benefit the most. 

Additionally, many independent producers (the group responsible for the vast 

majority of exploratory drilling) are facing severe cash flow problems. Immediate 

drilling and production will provide some relief to this situation. Also, drilling 

equipment, and service costs are currently very low, thus creating additonal 

incentives to drill now.

10. Why limit the program to three years? First and foremost the state cannot 

afford to continue its economic dependence on oil and gas. Second, it will take at 

least that long for Louisiana to become competitive with its economically-active 

sister states. Third, three years is sufficient time to attract the attention of 

producers nationwide. Also, many forecasters predict the revitalization of the oil 

and gas industry in the next three to five years. In this case, Louisiana will be 

poised and ready to take full advantage of the industry's comeback.

11. What will LEAP cost the state? The cost of LEAP will be the long-term cost 

of encouraging present use of Louisiana's finite natural resources. This cost is 

incurred by the LEAP in consideration of the state's present economic crisis. 

Certainly Louisiana does not have to wait until it is dead last, rather than 49th in 

unemployment before utilizing its strongest assets.


