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Apv~-29-96 03:35P Senator Loron Leman 907 258-376S P Ol

PHILLIPS PETROLEUM COMPANY

210 W P*<k A»»nu*. Suila 2400. Phorr 47270 0110
OKLAIL:*MA CITY. OKLAHOMA 73102

BfUJCC A SIALLSWOHTH

Oi'Klor
Oovtrnmant tnd Public *

April 23, 1996

Dear Senator Leman:

This is in response to your letter dated April 10, 1996 to
H. R. Ramp requesting our thoughts on Senate Bill 318.

We appreciate the opportunity to comment on the
renegotiations of the Northstar leasés as contained in SB 318.
However, please be advised that at this time we arc neutral on
the provisions of SB 318 as currently drafted.

Again, thank you for providing the o?portunity to comment.
Should you have any questions, please feel free to call.

Sincerely,

Bruce A. Stallsworth

BAS.sEb R R
cc: E. R. Ram
H. Sthvanp
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Cook Inlet Region Inc.
Mobile Oil Corp.

Marathon Oil Co.

Texaco Inc. (Getty Oil Co)
Atlantic Richiield Co.
Amerada Hess Corp.

Koniag Inc.

Nana Regional Corp, Inc
Exxon

Unocal

Rowan Petroleum Inc.
Conoco Inc.
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Amoco Production Co.
Chevron USA, Inc. (Gulf Oil)
Murphy Exp & Produc*;on Co
P hillips Petroleum Co.
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NET PROFIT SHARE LEASE OWNERS

02-Apr-96
UNIT HIGH BIDDER BIDDING GROUP  BIDDER NAME CURRENT NAME
OUCK ISLAND UNIT
SALE 30
ADL 312020
« 10 COOK INLET REGION INC
10 SOHIO NATURAL RESOURCES BP EXPLORATION (ALASKA) INC
18 5EALASKA CORP
1B NANAREGIONAL CORPORATION INC
10 KONIAG INC
3 AMOCO PRODUCTION COMPANY
7 CITIES SERVICE COMPANY OXY USA INC.
7 ROY/AN PETROLEUM INC ROY/AN DRILLING
7 GULF OIL CORPORATION CHEVRON US A INC
7 PLACIDOIL CO
7 GETTY OIL COMPANY TEXACO INC
7 TEXAS GULF INC.
7 CONOCO INC
14 MARATHON OIL COMPANY
14 AMERADA HESS CORPORATION
Ig MURPHY OIL CORPORATION MURPHY EXPLOn. r. PROD.CO
10 SHELL OVLCOMPANY
20 CHEVRON U SA. INC
22 EXXON CORPORATION
27 UNION OH COMPANY Or CALIFORNIA
77 ATLANTIC niCMFIELO COMPANY

ADL 312834

EXXON CORPORATION

UNION OIL COMPANY OF CALIFORNIA
ATLAmMIC RICHFIELD COMPANY
CHEVRON 11S.A. INC

PHONE n

007
007
907
907
907
711
910
907
713
918
303
907
713
713
713
104
713
713
713
007
007

713
907
007
713

2G151CO
5015111
1001512
2654100
5012GCO
5005535
5013305
2792440
7547055
5013305
79341G4
27051CO
2932750
0290000
0095037
5012011
070-1314
7547C55
0507000
27G7000
2034024

0507000
21GrG00
2034824
7547055



UNIT HIGH DIDDER BIDDING GROUP
NON UNITIZED PRODUCING

SA'E 30
ADL 312827

NORTHSTAN UNIT
SALE 30
ADL 312798

K

14

N NN NN NN

17
10
10

10

10

O N B M A W NN R

BIDDER NAME

MARATHON OIL COMPANY
AMERADA HESS CORPORATION
AMOCO PRODUCTION COMPANY
GETTY OIL COMPANY

TEXAS GULP INC.

PLACID OIL CO

ROWAN PETROLEUM INC

GULF OIL CORPORATION

CONOCO INC

CITIES SERVICE COMPANY

EXXON CORPORATION

COOX INLET REGION INC

KONIAG INC

SEALASKACORP

NANA REGIONAL CORPORATION INC
SOHIO NATURAL RESOURCES

AMERADA HESS CORPORATION
TEXACO NIC

TFXAS5 EASTERN EXPLORATION COMPANY

AMOCO PRODUCTION COMPANY
PIACIDOIICO

CONOCO INC.

TEXAS GULF INC.

CITIES SERVICE COMPANY
SHELL OIL COMPANY
CHEVRONUSA INC

PHILLIPS* cTROLEUM COMPANY

CUnnGNT NAME

TEXACO INC

ROWAN DRILLING
CHEVRON U.SA INC

OXY USA INC.

11IP EXPLORATION (ALASKA) INC

ENTERPRISE OILEX CO INC

OXY USAINC.

PHONE ¥

713
713
713
303
907
im

907
713
713
910
713
907
007
007
907
907

713
303
713
713
910

po7
918
713
713
713

G296600
r/ossv
5805535
7934104
2765100

5613305
2792440

7547655
2032756
5613305
6567003
2*35100
WI12GCO
5)61512
2554190
5615111

0)95637
7934164
«)30471
W VOS5
5613385

27C51CO
1613305
E704314
7547655
C69174l
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UNIT
ADL

ADL

HIGH DIDDER BIDDING GROUP

312799

312800
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12

13
13
1

DIDDER NAME

AMERADA HE55 CORPORATION
TEXACO INC

TEXAS EASTERN EXPLORATION COMPANY
AMOCO PRODUCTION COMPANY
ROWAN PETROLEUM INC

TEXAS GULFING.

GULF OIL CORPORATION

CITIES 5ERVICE COMPANY
CONOCO INC

GETTY OIL COMPANY

PLACIDOIL CO

MURPHY OIL CORPORATION
SHELL OIL COMPANY

PHILLIPS PETROLEUM COMPANY

MOBILO il CORP
CHEVRON U.S.A INC

UNION OIL COMPANY OF CALIFORNIA

TEXAS EASTERN EXPLORATION COMPANY
CHEVRON USA INC

PMIU IPS PETROLEUM COMPANY
UNION OIL COMPANY OF CAUTORMA
OUIFOIL CORPORATION

CITIES SERVICE COMPANY

ROWAN PETROLEUMINC

TEXAS GULF INC.

CONOCO INC

PLACIDOIL CO

SMELL OIL COMPANY

MURPHY OIL CORPORATION
ATLANTIC niCMHCLD COMPANY

CURRENT NAME

ENTERPRISE OIL EXCO INC

ROWAN ORILIING

CHEVRON U.5A INC
OXY USA INC.

TEXACO INC

MURPHY GXPIOR APROD.CO

ENTERPRISE OIL EXCO INC

CHEVRON USA INC
OXY USAINC.
ROWAN DRILLING

MURPHY E-XPIOR. APROD CO

PHONE A

713 6095637

303 7934104

713 8930471

713 5005535

907 2792448
907 2765100
713 7547665
etc 5613385
713 2932750
303 793414
910 5613385
w 5612811

713 8701314
713 BOM741
2U 9013935
713 75476V.
907 2767600
713 09381/1
713 7547655
713 6693741
907 27G70X)
713 7547655
918 5613365
007 2792448
007 2765100
713 2932756
010 1613305
713 8704314
»1 5612011
007 2034824
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imif HIGH BIDDER BIDDING GROUP BIDDER NAME CURRENT NAME PHONE H

ADL 312009
1 texas eastern exploration company ENTERPRISEQILEXCOINC 73 (W71
3 AVIOCOPRODUCTION COMVPANY 713 50553
0 CHEVRON U.SAINC 713 THAT655
0 MODII OILL CORP a1a (P13
0 PHILLIPS PETROLEUM COVPANY 713 0693741
(] UNION OIL COMPANY oF CALIFORNIA 007 2767600
1 AVERADAHESS CORTGRATION 11z Q063
é il IMARATHON OIL COMVPANY 713 (/%600
3 5 TEXASGULFINC 007 7765100
15 GETTY OIL COVPANY TRXACOINC W A
15 cITIES SETIVICE COVPANY OXY USAINC 010 5013306
. 15 PIACIDOIL CO 010 501335
L 15 GUI/ OIL CORPORATION CHEVRONUSA INC 13 THATERD
B 15 ROWAN PETROLEUMINC ROWAN DRILLING 90/ 279440
1 AT ANTICRICHAELD COVPANY 07 263404
16 SHELL OIL COMPANY s 804314
g POINT THOMSON UNIT
SALE 30
33 ADL 312BG6
b 7 EXXON CORPORATION 13 F%00
> 6 CHEVRONUSA. INC 13 765
n 6 PHILLIPS PETROLEUM COVPANY 713 G693741
>
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A laska S tate Legislature

Hglciai Eusa.’@ = t juneau Eﬁ gggOi
April 10, 19%
Mr. J. A. Ready
Amerada Hess Corporation

713-752-"853'thbj-
Dear Mr. Ready:

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

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

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

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

Following receipt of the Notice of Default, both Amerada Hess and Shell sold their
interests in the Northstar Unit (98.08 percent) to BPXA, and by letter dated January 13.



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

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

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

The Resources Committee has conducted three hearing since SB 3 IX was introduced last
week. These initial hearings were focused on an overview of the proposed amendments by
both BPXA and the DNR. as well as presentations by the Department of Law on its
interpretation of die commissioner’s authority and die need for legislative ratification.

Much of the testimony and committee questions have centered on the litigation risk
associated with renegotiating the compedtivcly bid terms of Northstar leases. For example,
guestions have arisen about who would have standing to litigate, whether the passage of
time lessens the risk of successful litigation, whether other lessees with net profit leases are
similarly situated to BPXA and whether die stale would be sending die appropriate signals
to other lessees by preferentially renegotiating amendments to the terms of these leases and
not others.

In light of diesc questions, | want to provide an opportunity for all companies and
individuals who competed for net profit leases in Sale 30 to address die committee to share
dicir views on the policy implications and litigation risk involved widi the passage of SB
3IX. To assist the committee staff in scheduling adequate time in future hearings to
accommodate any party who wishes to provide comments for the record. 1would
appreciate your confirming whether or not it is your desire to be heard. Given the short
time the committee has to conduct hearings. | would appreciate your confirming your intent
by telephone call or fax to Ms. Annette Kreit/er, Resources Committee Staff. Ms.
Kreit/er's telephone number is : (907) -1656 4907; site may be reach by fax at (907) 465-
3X10.

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

Sincerely” ( A

Senator Lorcn Leman N
Resources Committee Chairman



A laska State Legislature

Official Business Senate Resources Committee U

April 10, 1996

Mr. Dave Suiter
Atlantic Richfield Company
907-263-4966

Dear Mr. Sutter:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 31X, a hill
for an act entitled "An Act Authorizing, approving and ratifying the amendment of the
Northstar Unit oil and gas leases between the State of Alaska and BP Exploration (Alaska)
Inc.. and providing for an effective date." Senate Bill 31Xhas been introduced at the
request of Governor Knowles in order to seek legislative approval and ratification of
negotiations between the Commissioner of the Department of Natural Resources (DNR)
and BP Exploration (Alaska), Inc. (BPXA) to amend the competitively bid net profit share
terms of certain oil and gas leases (Northstar leases) which were offered in the State of
Alaska's Competitive Oil and Gas Lease Sale 30 in December, 1979. | am writing to you
because according to DNR’s leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

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

Under the provisions of their unit agreement and its extension. Amerada Hess and its
partners were required to submit an acceptable updated Plan of Development (POD) to
DNR by October 25.1994 to avoid default of the Unit Agreement. Amerada Hess and its
partners elected not to pursue development of the Northstar field, and by letter dated
November 3. 1994, DNR notified the companies that the unit was in default.

Subsequently, on December 12, 1994 DNR issued a letter amending its November 3, 1994
Notice of Default to provide Amerada Hess and its partners the alternatives of either
providing an updated POD within 90 days or voluntarily terminating the Northstar Unit
Agreement.

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

Following receipt of the Notice of Default, both Amerada Hess and Shell sold their
interests in the Northstar Unit (98.0X percent) to BPXA. and by letter dated January 13.



A laska S tate Legislature

Official BuUSIhess senate Resaurces Commitiee Junm 01

April 10, 1996

Mr. Jerry Booth
Cook Inlet Region Inc.
907-263-5163

Dear Mr. Booth:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 31X a hill
for an act entitled "An Act Authorizing, approving and ratifying the amendment of the
Northstar Unit oil and gas leases between the State of Alaska and BP Exploration (Alaska)
Inc., and providing for an effective dale." Senate Bill 318 has been introduced at the
request of Governor Knowles in order to seek legislative approval and ratification of
negotiations between the Commissioner of the Department of Natural Resources (DNR)
and BP Exploration (Alaska), Inc. (BPXA) to amend the competitively hid net profit share
terms of certain oil and gas leases (Northstar leases) which were offered in the State of
Alaska's Competitive Oil and Gas Lease Sale 30 in December, 1979. | am writing to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

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

Under the provisions of their unit agreement and its extension, Amerada Hess and its
partners were required to submit an acceptable updated Plan of Development (POD) to
DNR by October 25. 1994 to avoid default of the Unit Agreement. Amerada Hess and its
partners elected not to pursue development of the Northstar field, and by letter dated
November 3, 1994. DNR notified the companies that die unit was in default.

Subsequently, on December 12. 1994 DNR issued a letter amending its November 3. 1994
Notice of Default to provide Amerada Hess and its partners the alternatives of either
providing an updated POD within 90 days or voluntarily terminating the Northstar Unit
Agreement.

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

Following receipt of the Notice of Default, both Amerada Hess and Shell sold their
interests in the Northstar Unit (98.08 percent) to BPXA. and by letter dated January 13,



A laska S tate Legislature

L : Senate Resources Comm ittee State Capitol
Official Business Juneau AK. 99801

April 10, 1996

Mr. Mike Koenig
Marathon Oil Company
713-296-3106

Dear Mr. Koenig:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 31S, a bill
for an act entitled "An Act Authorizing, approving and ratifying llie amendment of the
Northstar Unit oil and gas leases between the State of Alaska and BP Exploration (Alaska)
Inc.. and providing for an effective date." Senate Bill 318 has been introduced at the
request of Governor Knowles in order to seek legislative approval and ratification of
negotiations between the Commissioner of the Department of Natural Resources (DNR)
and BP Exploration (Alaska), Inc. (BPXA) to amend the competitively hid net profit share
terms of certain oil and gas leases (Northstar leases) which were offered in die Slate of
Alaska's Competitive Oil and Gas Lease Sale 30 in December, 1979. | am wriung to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

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

Under the provisions of dicir unit agreement and its extension. Amerada Hess and its
partners were required to submit an acceptable updated Plan of Development (POD) to
DNR by October 25, 1994 to avoid default of the Unit Agreement. Amerada Hess and its
partners elected not to pursue development of the Northstar field, and by letter dated
November 3.1994, DNR notified the companies that the unit was in default.
Subsequently, on December 12, 1994 DNR issued a letter amending its November 3. 194
Notice of Default to provide Amerada Hess and its partners the alternatives of cither
providing an updated POD within 90 days or voluntarily terminating the Northstar Unit
Agreement.

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

Following receipt of the Notice of Default, both Amerada Hess and Shell sold their
interests in the Northstar Unit (98.08 percent) to BPXA, and by letter dated January 13,



A laska State Legislature

Official BUSness Senate Resources Com m ittee Jur?gzseflgpléggm
April 10. 1996
Mrs. li. 1l. Nelson
Texaco Inc.

907-345-3300
Dear Mrs. Nelson:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 3IS. ahill
for an act entitled "An Act Authorizing, approving and ratifying the amendment of the
Northstar Unit oil and gas leases between the Stale of Alaska and BP Exploration (Alaska)
Inc.. and providing for an effective date.” Senate Bill 31S has been introduced at the
request of Governor Knowles in order to seek legislative approval and ratification of
negotiations between the Commissioner of the Department of Natural Resources (DNR)
and BP Exploration (Alaska), Inc. (BPXA) to amend the competitively bid net profit share
terms of certain oil and gas leases (Northstar leases) which were offered in the State of
Alaska’s Competitive Oil and Gas Lease Sale 30 in December. 1979. | am writing to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

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

Under the provisions of their unit agreement and its extension. Amerada Hess and n\
partners were required to submit an acceptable updated Plan of Development (POD) to
DNR by October 25. 1994 to avoid default of the Unit Agreement. Amerada Hess and its
partners elected not to pursue development of lire Northstar Held, and hy letter dated
November 3, 1994. DNR notified die companies that the unit was in default.
Subsequently, on December 12, 1994 DNR issued a letter amending its November 3.1994
Notice of Default to provide Amerada Hess and Ls partners the alternatives of either
providing an updated POD within 90 days or voluntarily terminating the Northstar Unit
Agreement.

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

Follow ing receipt of the Notice of Default, both Amerada Hess and Shell sold their
interests in the Northstar Unit (98.0K percent) to BPXA. and hy letter dated January 13.
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A laska State Legislature

.. . i State Capitol
Official Business Senate Resources Comm ittee June:ueA;P'ggSOl

April 10. 1996

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

Dear Mrs. Nelson:

Hie Alaska Senate Resources Committee is conducting hearings on Senate Bill 31S. ahill
for an act entitled "An Act Authorizing, approving and ratifying the amendment of die
Nonhstar Unit oil and gas leases between the Slate of Alaska and BP Exploration (Alaska)
Inc.. and providing tor an effective date." Senate Bill 318 luts heen introduced al the
request of Governor Knowles in order to seek legislative approval and ratification of
negotiations between die Commissioner of the Department of Natural Resources (DNR)
and BP Exploration (Alaska), Inc. (BPXA) to amend the competitively hid net profit share
terms of certain oil and gas leases (Northstar leases) which were offered in die State of
Alaska's Competitive Oil and Gas Lease Sale 30 in December, 1979. | am writing to you
because according to DNR'’s leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

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

Under the provisions of their unit agreement and its extension. Amerada Hess and its
partners were required to submit an acceptable updated Plan of Development (POD) to
DNR hy October 25. 1994 to avoid default of the Unit Agreement. Amerada Hess and its
partners elected not to pursue development of the Northstar field, and by letter dated
November 3. 1994. DNR notified *hc companies that die unit was in default.
Subsequently, on December 12, 1994 DNR issued a letter amending its November 3, 194
Notice of Default to provide Amerada Hess and its partners the alternatives of either
providing an updated POD within 90 days or voluntarily terminating the Northstar Unit
Agreement.

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

Follow ing receipt of the Notice of Default, both Amerada Hess and Shell sold their
interests in die Noithstar Unit (98.08 percent) to BPXA. and hy letter dated January 13.



11 f) A laska State Legislature

- : Senate Resources Comm ittee State Capitol
Official Business Juneau AK 99801
April 10, 1996
Mr. John Merrick
Koniag Inc.
907-562-5258

Dear Mr. Merrick:

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

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

Under the provisions of dieir unit agreement and its extension. Amerada Hess and its
partners were required to submit an acceptable updated Plan of Development (POD) to
DNR by October 25. 1994 to avoid default of the Unit Agreement. Amerada Hess and its
partners elected not to pursue development of the Northstar field, and by letter dated
November 3. 1994. DNR noufied the companies dial the unit was in default.

Subscqucndy. on December 12. 1994 DNR issued a letter amending its November 3. 1994
Notice of Default to pmvidc Amerada Hess and its partners the alternatives of either
providing an updated POD widiin ‘X) days or voluntarily terminating t*c Northstar Urn
Agreement.

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

Follow ing receipt of the Notice of Default, both Amerada Hess and Shell sold their
interests in die Northstar Unit (98.08 percent) to BPXA. and by letter dated January 13.
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April 10. 1996

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

Dear Mr. Rensc:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 31K, a hill
for an act entitled "An Act Authorizing, approving and ratifying the amendment of the
Northstar Unit oil and gas leases between the Slate of Alaska and BP Exploration (Alaska)
Inc.. and providing for an effective dale.” Senate Bill 3IK has been introduced at the
request of Governor Knowles in order to seek legislative approval and ratification of
negotiations between the Commissioner of the Department of Natural Resources (DNR)
and BP Exploration (Alasx i). Inc. (BPXA) to amend the competitively bid net profit share
terms of certain oil and gas leases (Northstar leases) which were offered in the State of
Alaska's Competitive O il; nd Gas Lease Sale 30 in December. 1979. | am writing to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

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

Under the provisions of their unit agreement and its extension. Amerada Hess and its
partners were required to submit an acceptable updated Plan of Development (POD) to
DNR by October 25. 1994 to avoid default of the Unit Agreement. Amerada Hess and its
partners elected not to pursue development of the Northstar field, and by letter dated
November 3, 1994. DNR notified the companies that the unit was in default.
Subsequently, on December 12. 1994 DNR issued a letter amending its November 3. 1994
Notice of Default to provide Amerada Hess and its partners the alternatives of cither
providing an updated POD within 91 days or voluntarily terminating the Nor.hslar Unit
Agreement.

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

following receipt of the Notice of Default, both Amerada Hess and Shell sold their
interests in the Northstar Unit (98.08 percent) to BPXA. and by letter dated January 13.
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: ; Senate Resources Committee State Capitol
Offidal Business Juneau AK 99801

April 10. 19%
Mr. Kevin Tablet
Unocal
907-263-7698
Dear Mr. Tablcr:

The Alaska Senate Resources Committee is conductn&g hearings on Senate Bill 318, a bill
for an act entitled "An Act Authorizing, approvm? and ratifying the amendment of die
Northstar Unit oil ami gas leases between the Slate of Alaska and BP Exploration SAIaska)
Inc., and providing lor-an effective date." Senate Bill 318 has been introduced at the
request of Governor Knowles in.order to seek legislative approval and talification of
negotiations between the Commissioner of the Department of Natural Resources (DNR)
and BP Exploration (Alaska), Inc. BPXA2 to amend the competitively bid net profit share
terms of certain oil and qas leases (Northstar leases) which were offeréd in the State of
Alaska's Competitive Oil and Oas Lease Sale 30 in'December. 1979, | am writing to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding al Sale “30.

The Northstar leases were originally awarded to Amerada Hess Corp., Enterprise Qil.
Murphy Oil USA. and Shell Oil. These lessees subse(wently combined their lease interests
to form the state's first joint state/federal unit, the Northstar unit, which is located offshore
In the Beaulott Sea approximately six miles north of the Prudhoc Bay Unit, A number of
exgloratlon wells wen; drilled dufing the initial 10 year term of the unit, and Amerada Hess
subsequently sought and received from the Department of Natural Resources a further five
year extension of'the unit during which it drilled tine additional well and conducted
enginegring studies to determine die feasibility of Jevclopmg llie Northstar reserves which
are estimated by DNR and BPXA to be about™ 130 million bancls of recoverable oil.

Under the provisions of their unit agreement and its extension, Amerada Hess and its
artners were required to submit an acceptable updated Plan of Development (POD) to
NR hy October 25.1994 to avoid default of the Unit Agree_ment. Amerada Hess and its

R‘artners elected not to pursue development of the Northstar field, and hy letter dated
ovember 3. 1994, DNR notified die companies that die unit was in default.

Subsequently, on Decemper 12. 1994 DNR issued a letter amending its November 3. 1994

Notice of Default to provide Amerada Hess and its Par_tners the alternatives of cillier

proviJing an updated POD within 90 days or voluntarily terminating the Northstar Unit

Agreement.

Had the unit terminated under DNR's Notice of Default, the state leases upon which no
wells certified as capable, of producing in paying quantities had been drilled would have
reverted to the state, making them available fi>r 7c-Icasing under competitive terms selected
by DNR  Under the provisions of the leases and the department's re(t;u_latlons. the DNR
could dten have i.vsucd notice to the lessees of those leases which contained certified wells
to begin production, allowing the lessee a reasonable amount of lime to do so.

Following receipt of the Notice of Default, both Amerada Hess and Shell sold their
interests in llie Northstar Unit (98.08 pcacnt) to BPXA. and by letter dated January' 13.
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Senate Resources Committee State Capitol

Offidal BUSineS.S Juneau AK 99801
April 10. 19%

Mr J. W. Weatherly
Rowan Petroleum Inc.
907-274-5831

Dear Mr. Weatherly:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 318. a hill
for an act entitled "An Act Authorizing, approvm? and ratifying the amendment of the
Northstar Unit oil and gas leases between the State of Alaska and BP Exploration iAIaska)
Inc., and Prowdmg for-an effective date." Senate Bill 318 has been introdyced at the
request o1 Governor Knowles in.order to seek legislative approval and ratification of
negonatmns between the Commissjoner of the Department of Natuial Resources (DNR

and BP Exploration (Alaska), Inc. BPXAP to amend the competitively bid net Eroﬁtshare
terms of certain oil and qas leases (Nortlistar leases) which were offeréd in the State of
Alaska's Competitive Oil and Gas Lease Sale 30 in'December, 1979, | am writing to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

The Northstar leases were originally awarded to Amerada Hess Corp., Enterprise Qil.
Murphy Qil USA. and Shell Oil. These lessees subsequently combined their lease interests
to form the state's first joint statc/lcdcral_unit, the Northstar unit, which is located offshore
in the Beaufort Sea approximately six miles north of the Prydhoc Bay Unit. A number of
exBIoranon wells were drilled during the initial 10 year temi of the unit, and Amerada Hess
subsequently sought and received from the Department of Natural Resources a further five
year extension of'the unit during which it drilled one additional well and conducted
enginegring studies to determine the feasibility of developing the Northstar reserves which
arc cstimateo by DNK and BPXA to be about™ 130 million barrels of recoverable oil.

Under the provisions of their unit agreement and ifs extension, Amerada Hess and its
artners were required to submit an‘acceptable updated Plan of Development (POD) to
NR by October 25. 1994 to avoid default of the Unit A?ree,ment. Amerada Hess and us

R‘artners elected not to pursue development of the Nortlistar field, and by letter dated
ovember 3. 1994, DNR notified the companies that the unit was in default.

Sub,sequentl)f, on Decemper 12. 1994 DNR issued a letter amending its November 3. 1994

Notice of Default to (Prowde Amerada [less and its Pariners the alternatives of cither

providing an updated POD within 90 days or voluntarily terminating the Nortlistar Unit

Agreement.

Had the unit termmated under DNR's Notice of Default, the stale leases upon which no
wells certified as capable of producing in parmg quantities had been drilled would luvc
reverted to the slate, making tliem available for te leasing under competitive terms selected
by DNR. Under the provisions of (lie leases and (he dcp;-tmenl's re?u_latmns, the DNK
could then have issued notice to the lessees of those leases which contained certified ».ells
to begin prtHluciion, allowing the lessee a reasonable amount of time to do so.

Follow ing receipt of die Notice of Default, both Amerada Hess and Shell sold llvcir
interests in the Northstar Unit (98.08 percent) to BPXA. and by letter dated January 13,
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April 10. 19%

Mr. Steve Nicandros
Conoco Inc.
713-293-2774

Dear Mr. Nicandros:;

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 31X, a bill
foran -tentitled "An Act Authorlzmg,approvmg and ratifying the amendment of the
Norths™/ Unit oil and gas leases between the Slae of Alaska and BP Exploration SAIaska)
Inc.. and providing for an effective date." Senate Bill 31X has been introduced al the
request o Governor Knowles in.order to seek legislative approval and ratification of
negotlatlons between the Commissioner of the Department of Natural Resources (DNR)
and BP Exploration (Alaska!, Inc, BPXA2 to amend the competitively bid net groht share
terms of certain oil and qas leases (Northstar leases) which were offered in the State of
Alaska's Competitive Oil and Gas Lease Sale 30 in December, 1979. Iam writing to you
because according to DNR’s leasing records, you or your company xor its predecessor)

participated in the competitive bidding at Sale 30.

The Northstar leases were originally awarded to Amerada Hess Corp.. Enterprise Qil.
Murphy O1l USA. and Shell Oil. These lessges subse(wently combined their lease interests
to forn the state s first joint state/federal unit, the Northstar ‘unit, which is located offshore
in the Beaufort Sea approximately six miles narth of die Prudhoc Bay Unit. A number of
exBIoratlon wells were drilled dufing the initial 10 year term of the unit, and Amerada Hess
subsequently sought and received from the Department of Natural Resources a further five
year extension of the unit during which it drilled one additional well and conducted
engineering studies to determine the feasibility of developing the Northstar reserves which
are estimated by DNR and BPXA to be about™ 130 million barrel.; of recoverable ol

Under the provisions of their unit agreement and its extension, Amerada Hess and its
artners were required to submit an acceptable updated Plan of Development (POD) to
NR by October 25. 1994 to avoid default of the Unit Agree_ment. Amerada Hess and its

R‘artners elected not to pursue development of the Noithslar field, and by letter dated
ovember 3. 1994, DNR notified the companies dial die unit was in default.

Subsequently, on December 12, 1994 DNR issued a letter amending its November 3. 1994

Notice of Default to provide Amerada Hess and its Par_tners the alternatives of either

%rowdmg tan updated TOD within 90 days or voluntarily terminating the Northstar Unit
greement.

Had the unit terminated under DNR's Notice of Default, the slate leases upon which no
wells certified as capable. of producing in paylng quantities had been drilled would have
reverted to the state, making them available lor ve-leasing under competitive terms selected
by DNR  Under the provisions of the leases and the department's rerl;u_latlons, the DNR
could then have jssued notice to the lessees of those Icarcr. which contained certified wells
to begin production allow ing the lessee a reasonable amount of time to do so.

Following receipt of the Notice o( Default, both Amerada Hess and Shell sold their
interests in llie Northstar Unit (980X pcrecnt) to BPXA. and by letter dated January 13.
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Senate Resources Committee state'&?\pi‘rgtgi%l

Bficial Business Juneau

April 10, 1996
Mr. Mike Allavilla
Seneca
970-276-3014
Dear Mr. Allavilla:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 3 1S. a bill
for an act entitled "An Act Authorizing, approvm? and ratifying the amendment of die
Northstar Unit oil and gas leases between the State of Alaska and BP Exploration SAIaska)
Inc.. and providing foran effective date." Senate Bill 318 has been introduced at the
request ot Governor Knowles in order to seek legislative approval and ratification of
negotiations between the Commissioner of the Department of Nagural Resources (DNR)
and BP Exploration (Alaska). Inc. BPXAQ to amend the competitively bid net grofltshare
terms of certain oil and qas leases (Northstar leases) which were offered in the Stale of
Alaska's Competitive Oil and Gas Lease Sale 30 in'December. 1979, lam writing to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

The Northstar leases were ori _maII% awarded to Amerada Hess Corp., Enterprise Qil,
Murphy Oil USA. and Shell Oil. These lessees subsequently combined their lease interests
to form the state's first joint state/federal unit, the Northstai ‘unit, which is located offshore
in the Beaufort Sea approximately six miles narth of die Prudhoc Bay Unit, A number of
exBIoranon wells were drilled dufing the initial 10 year term of the ufit, and Amerada Hess
subsequently sought and received from the Department of Natural Resources a further five
year extension of'the unit dunng which it drilled one additional well and conducted
enginegring studies to determine die feasibility of developing the Northstar reserves which
arc estimated by DNR and BPXA to be about™ 130 million bancls of recoverable oil.

Under the provisions of dieir unit agreement and its extension, Amerada Hess and its
artners were required to submit an acceptable updated Plan of Development (POD) to. |
NR by October 25, 1994 to avoid default of die Unit A?ree,ment. Amerada Hess and its
artners elected not to pursue development of the Northstar field, and by letter dated
ovember 3. 1994, DNR notified the companies that the unit was in default.

Subsequently, on Decemper 12, 1994 DNR issued a letter amending its November 3. 1994

Notice of Default to provide Amerada Hess and its Par_tners die alternatives of cither

%rowdlng tan updated POD within 90 days or voluntarily terminating the Nortlistar Unit
greement.

Hag the unit terminated under DNR's Notice of Defaulf, the state leases upon which no
wells certified as capable. of producing, in paying quantities had been drilled would liave
reverted to the state, making them available for fe-leasing under competitive terms selected

DNR. Under the provisions of the leases and the department's re?u_lanons, the DNR
could then have [ssued notjce to the lessees of those leases which contained certified wells
to begin production, allowing the lessee a reasonable amount of lime to do so.

Following receipt of the Notice of Default, hodi Amerada Hess and Shell sold their
interests in the Northstar Unit (98.08 percent) to BPXA. and by letter dated January 13.
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April 10, 1996
Mr. Marshall Gilc
Amoco
303-830-4900
Dear Mr. Gilc:

llie Alaska Sgnate Resources Committee is conducting hearings on Senate Bill 318. a bill
lor an act entitled "An Act Authorizing, approvmg and ratifying the amendment of the
Northstar Unit oil and gas leases between the Suite of Alaska and BP Exploration SAIaska)
Inc.. and Prowdmg foran effective date." Senate Bill 318 has been introduced at the
request of Governor Knowles in order to seek legislative approval and ratification of
negonatmns between the Commissjoner of the Department of Natural Resources (DNR

and BP Exploration (Alaska), Inc. BPXA% to amend the competitively hid iv t groflt share
terms of certain qil and qas leases (Northstar leases) which were offeréd in the State of
Alaska's Competitive Oil and Gas Lease Sale 30 in"December, 1979, | am writing to you
because accoiding to DNR's leasing records, you or your company (or its predecessor)

participated in the'competitive bidding at Sale 30.

The Northstar leases were ori ,maII% awarded to Amerada Hess Corp.. Enterprise Qil,
Murphy O1l USA. and Shell Oil. These lessees subsequently combined their lease interests
to forni the state’s first joint state/federal unit, the Northstar unit, which is located offshore
in the Bcaulort Sea approximately six miles north of the Prudhoe Bay Unit. A number of
exgloranon wells were drilled during the initial 10 year term of the unit, and Amerada Hess
subsequently sought and received from the Department of Natural Resources a further five
year extension of'the unit during which it drilled one additional well and conducted
engineering studies to determing the feasibility of developing die Northstar reserves which
arc estimateJ by DNR and BPXA to be about™ 130 million bancls of recoverable oil.

Under the provisions of their unit agreement and its extension, Amerada Hess and its
artners were required to submit an acceptable updated Plan of Development (POD) to
NR by October 25, 1994 to avoid default of the Unit Agreement. Amerada Hessand its
artners elected not to pursue development of the Nortlistar field, and by letter dated
ovember 3.1994, DNR notified lltc companies Utr.t llie unit was in défault.

Subsequently, on December 12, 1994 DNR issued a letter amending iLs November 3, 1994

Notice,of Default to OProwde Amerada Hess and iLs Par_tners the alternatives of either

%rowdlng ?n updated POD within 90 days or voluntarily terminating the Northstar Unit
greement,

Had the unit terminated under DNR'’s Notice of Defaulf, the state leases upon which no
wells certified as capable. of producing in paying quantities had be* n drilled would have
a*verted to the state, making them available for Te leasing under ci mpctilivc terms selected

. Under the provisions of the leases and the department's recgu_lanons, the DNR
could then have issued notice to the lessees of those leases which contained certified wells
to begin pnxlucti m. allowing the lessee a reasonable amount of lime to do so.

Following receipt of the ’oticc of Default, both Amerada Hess and Shell sold their
interests in the Northstar Unit (98 OS percent) to BPXA, and by letter dated January 13,
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April 10, 1996

Mr. Robert Sawyer
Murphy Qil Corporation
504-561-2836

Dear Mr. Sawyer:

Tire Alaska Senate Resources Committee is conducting hearings on Senate Bill 318, a bill
for an act entitled "An Act Authorizing, approvm? and ratifying the amendment of the
Northstar Unit oil and gas leases between the Stale of Alaska and BP Exploration SAIaska)
Inc., and Prowdmg for-an effective date." Senate Bill 318 has been introdyced at the
request o1 Governor Knowles in order to seek legislative approval and ratification of
negotiations between the Commissioner of the Department of Natural Resources (DNR)
and BP Exploratign (Alaska), Inc. BPXAQ to amend the competitively bid net profit share
terms of certain oil and qas leases (Northstar leases) which were offeréd in the State of
Alaska's Competitive Oil and Gas Lease Sale 30 in'December. 1979, Lam writing to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

The Northstar leases were on&mallz awarded to Amerada Hess Corp., Enterprise Qil,
Murphy O1l USA, and Shell O1l. These lessees subsequently combined their lease interests
to lorm’ the stale's firstjoint state/federal unit, die Northstar unit, which is located offshore
in the Beaufort Sea approximately six miles north of the Prudhoe Bay Unit. A number of
exgloratmn wells were drilled during the initial 10 year term of the unit, and Amerada Hess
subsequently sought and received from the Department of Natural Resources a further five
year extension of the unit during which it drilled one additional well and conducted
enginegring studies to determine the feasibility of developing the Nortlistar reserves which
are estimated by DNR and BPXA to be about™ 130 million barrels of recoverable oil.

Under the provisions of their unit agreement and its extension, Amerada Hess and its
artners were required to submit an‘acceptable updated Plan of Development (POD) to
NR by October 25, 1994 to avoid default of the Unit Agree,ment. Amerada Hess and its
artners elected not to ursue development of the Northstar ficlu, and by letter dated
ovember 3. 1994, DNR notified the companies that the unit was in default.

Sub_sequenth(, on December 12. 1994 DNR issued a letter amending iLs November 3. 1991

Notice_ of Detault to provide Amerada Hess and iLs Par_tners live alternatives of cither

providing an updatea [*OD within 90 days or voluntarily terminating die Northstar Unit

Agreement.

Had the unit terminated under DNR's Notice of Default, the slate leases upon which no
wells certified as capable. ol producing in paying quantities had been drilled would have
reverted to the state, making them available for Te-leasing under competitive terms selected

Under the provisions of the leases and the department's re(t;u_lanons, the DNR
could then have issued notice to die lessees of those leases which contained certified wells
to begin pioduclion, allowing the lessee a reasonable amount of time to do so.

Following receipt of the Notice of Default, both Amerada Hess and Shell sold their
intercsLs in the Northstar Unit (98.(18 pereent) to BPXA, and by letter dated January 13.
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. . Senate Resources Committee State Capitol
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April 10. 1996

Mr, E. R, Ramp

Ph|||gps Petroleum Company
113-669-3630

Dear Mr. Ramp:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 3K, a bill
for an act entitied "An Act Authorizing, approvm? and ratifying the amendment of die
Northstar Unit oil and gas leases between the State of Alaska and B? Exploration SAIaska)
Inc., and providing foran effective date." Senate Bill 318 has been introduced at the
request of Governor Knowles in.order to seek legislative approval and ratification of
negoﬂanons between the Commissioner of the Department of Natyral Resources (DNR)
and BP Exploratign (Alaska). Inc. BPXAz to amend the competitively bid net groﬂt share
terms of certain oil and qas leases (Northstar leases) which were offeréd in die Stale of
Alaska's Competitive Oil and Gas Lease Sale 30 in'December, 1979, 1am writing to you
because according to DNR'S leasing records, %ou or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

The Northstar leases were oné;_mall% awarded to Amerada Hess Corp.. Enterprise Qil.
Murphy O ;" USA. and Shell Q. These lessees subsequently combined their lease interests
to forny die state's firstjoint statc/fcdcral unit, the Northstar unit, which is located offshore
in the Beaufort Sea approximately six miles north of the Prydhoc Bay Unit, A number of
exgloratmn wells were drilled dufing the initial 10 year lemi of the unit, and Amerada Hess
subsequently sought and recejved from die Department of Natural Resources a further five
year extension of the unit during which it drilled one additional well and conducted .
engineering studies to determine the feasibility of developing die Nordislar reserves which
are estimated by DNR and BPXA to be about™ 130 million barrels of recoverable oil,

Under the provisions of dieir unit agreement and ifs extension, Amerada Hess and its
artners were required to submit an‘acceptable updated Plan of Development (POD) to .
NR hy October 25. 1994 to avoid default of the Unit A?ree,ment. Amerada Hess and its

R‘artners elected not to pursue development of the Northstar field, and by letter dated
ovember 3.1994, DNR notified die companies dial die unit was in défault

Subsequently, on December 12. 1994 DNR issued a letter amending its November 3, 1994

Notice of Defaulf to provide Amerada Hess and iLS Par_tners the alternatives of either

%ré)r\élg&]negn?n updated POD within 90 days or voluntarily terminating the Northstar Unit

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

Following receipt of the Notice of Default, bodt Amerada Hess and Shell sold their
interests in the Northstar Unit (98.08 percent) to BPXA. and by letter dated January 13.
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offidai Business Senate Resources Committee N “X

April 10, 1996

Mr. Gre_P Nady
Shell QirCompany
113-544-4745

Dear Mr. Nady:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 31S. a bill
for an act entitled "An Act Authorizing, approvm? and ratifying die amendment of the
Northstar Unit oil and gas leases between the State of Alaska and BP Exploration &Alaska)
Inc., and providing foran effective date." Senate Bill 318 has been introduced al the
request 0T Governor Knowles in.order to seek legislative approval and ratification of
negonanons between the Commissioner of the Department of Natural Resources (DNR

and BP Exploration (Alaska), Inc. BPXAZ to amend the competitively bid netgroﬂt share
terms of certain qil and qas leases (Norths tate of
Alaska's Competitive Oil and Gas Lease Sale 30 in'December, 1979, | am writing to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

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

Under the provisions of their unit agreement and ifs extension, Amerada Hess and its
artners were required to submit an ‘acceptable updated Plan of Development (POD) to.
NR hy October 25, 1994 to avoid default of the Unit A?ree_ment. Amerada Hessand its

R‘artners elected not to pursue development of the Northstar field, and by letter dated
ovember 3. 1994, DNR notified the companies that the unit was in default.

Subsequently, on December 12. 1994 DNR issued a letter amending iLs November 3. 1994

Notice of Default to provide Amerada Lless and its Par_tners the alternatives of either

Rrowdmg tan updated POD within 90 days or voluntarily terminating the Northstar Unit
greement.

Had the upit terminated under DNR's Notice of Defaulf, the state leases upon which no
wells certified as capable of producing m paying quantities had been drilled would have
reverted to the state, making them available for re-leasing under competitive terms selected
by DNR. Under the provisions of the leases and the department's re(tqu_lanons, the DNR
could then have issued notice t0 the lessees of those leases which contained ccrt” icd wells
to begin production, allowing the lessee a reasonable amount of time to do so.

ar leases) which were offered in the

Endowing receipt of the Notice of Default, both Amerada Hess and Shell sol . their
interests in the Northstar Unit (98.08 percent) to BPXA. and by letter dated January 13,
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. . : State Capitol
Off|da|Busmess Senate Resources Committee Juneau AK 99801

April 10, 1996

Mr. Rick Chamberlain
Chevron USA, Inc.
713-754-2800

Dear Mr. Chamberlain:

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

The Northstar leases were on(g_mallx awarded to Amerada Hess Corp., Enterprise Qil,
Murphy Oil USA. and Shell Oil. These lessees subsequently combined their lease interest.
to form the state's firstjoint state/federal unit, the Northstar unit, which is located offshore
in the Beaufort Sea approximately six miles north of the Prudhoe Bay Unit, A number of
exBIoratmn wells were drilled during the initial 10 year term of the unit, and Amerada Hess
subsequently sought and received from the Department of Natural Resources a further five
year extension of the unit during which it drilled one additional well and conducted
enginegring studies to determine llie feasibility of developing the Northstar reserves which
arc estimated by DNR and BPXA to be about” 130 million barrels of recoverable oil.

Under the provisions of their unit agreement and its extension, Amerada Hess and iLS

Bartners were required to submit an acceptable updated Plan of Development (POD) to
NR by October 25, 1994 to avoid default of the Unit Agreement. Amerada Hess and its
artners elected not to pursue development of the Northstar field, and by letter dated
ovember 3,1994, DNR notified the companies that the unit was, in default.

Subsequently, on December 12, 1994 DNR issued a letter amending its November 3, 1994

Notice of Default to cProwde Amerada Hess and iLs Par_tners the alternatives of either

Rrowdlng tan updated POD within 90 dr.ys or voluntarily terminating the Northstar Unit
greement.

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

Following receipt of the Notice of Default, Kith Amerada Hess and Shell sold their
interests in the Northstar Unit (98.08 percent) to BPXA, and hy letter dated January 13.
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Senate Resources Committee stat?&?)i%%m

Bffi'ci'ar Busrness Juneau

April 10, 1996

Mr. Michael Gooding, c/o Cynthia Pierce
Oxy USA, Inc.

916-561-2892

Dear Mr. Gooding:

'Hie Alaska Senate Resources Committee is conducting hearings on Senate Bill 318, a bill
for an act entitled "An Act Authorizing, approvm? and ratifying the amendment of the
Northstar Unit oil and gas leases between the Stale of Alaska and BP Exploration ‘Alaska)
Inc., and providing foran effective date." Senate Bill 318 has been introdyced.al the
request ot Governor Knowles in_order to seek legislative approval and ratification of
negotiations hetween the Commissioner of the Department of Natural Resources (DNR)
and BP Exploratign (Alaskal), Inc. BPXA2 to amend the competitively bid net groflt share
terms of certain oil and gias eases (Northstar leases) which were offered in the State of
Alaska's Competitive Oil and Gas Lease Sale 30 in'December, 1979, | am writing to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30,

The Northstar leases were ori _maIIK awarded to Amerada Mess Corp., Enterprise Qil,
Murphy Oil USA, and Shell Oil. These lessees subsequently combined their lease interests
to forni the state’s firstjoint state/federal unit, the Northstar unit, which is located offshore
in the Beaufort Sea approximately six miles north of die Prudhoe Bay Unit. A number of
exgloratlon wells were drilled dufing the initial 10 year term of the unit, and Amerada less
subsequently sought and received from die DeparUnent of Natural Resources a further five
year extension of"die unit during which it drilled one additional well and conducted
engineering studies to determine die feasibility of developing the Northstar reserves which
are estimated hy DNR and BPXA to be about” 130 million barrels of recoverable oil.

Under the provisions of dieir unit agreement and its extension, Amerada 1less and its
artners were required to submit an‘acceptable updated Plan of Development (POD) to .
NR by October 25, 1994 to avoid default of the Unit Agreement. Amerada Hess and its
artners elected not to pursue development of the Northstar field, and by letter dated
ovember 3, 1994, DNR noufied die companies diat die unit was in défault,

Sub_sequentl¥, on December 12, 1994 DNR issued a letter amending its November 3, 1994

Notice of Default to provide Amerada Hess and its Par_tners the alternatives of either

Rrowdmg tan updated POD within 90 days or voluntarily terminating the Northstar Unit
greement.

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

Following receipt of the Notice of Default, bodi Amerada Hess and Shell sold their
interests in die Northstar Unit (98.08 percent) to BPXA. and by letter dated January 13,
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Senate Resources Committee state)&%pi[a%m

Bificiaf Business Junesu

April 10, 1996

Mr. Charlie Howell
Mobile Oil Corporation
214-951-225w MM.7

Dear Mr. Howell:

Tlie Alaska Senate Resources Committee isconducting hearings on Senate Bill 31X a bill
for an act entitled "An Act Authorizing, approvm([; and ratifying the amendment of the
Nortlistar Unit oil and gas leases between the State of Alaska and BP Exploration SAIaska)
Inc.. and Prowdmg for‘an effective date." Senate Bill 318 has been introduced at the
request ot Governor Knowles in order to seek legislative approval and ratification of
negonatlons between Llie Commissioner of the Department 0f Nafural Resources (DNR)
and BP Exploration (Alaska), Inc. BPXAP to amend the competitively bid net groﬂt share
terms of certain il and qas leases (Northstar leases) which were offered in the State of
Alaska's Competitive Oil and Gas Lease Sale 30 in'December, 1979, I'am writing to you
because according to DNR's leasing records, you or your company (or its predecessor)
participated in the competitive bidding at Sale 30.

Hie Northstar leases were ofi _mall%l awarded to Amerada | less Corp., Enterprise Qil.
Murphy Oil USA. and Shell Oil. These lessees subsequently combined their lease interests
to form the suite’s firstjoint state/federal_unit, the Northstar unit, which is located offshore
m the Beaufon Sea approximately six miles north ol the Prudhoe Bay Unit, A number of
exBIoratlon wells were drilled during the initial 10 year term of the unit, and Amerada Hess
subsequently sought ;uid recejved from die Department of Natural Resources a further five
year extension of the unit during which it drilled one additional well and conducted
engineering studies to determine the feasibility of developing die Northstar reserves which
are estimated by DNR and BPXA to be about™ 130 million barrels of recoverable oil.

Under the provisions of dicir unit agreement and its extension, Amerada Hess and its
artners were required to submit an acceptable updated Plan of Development (POD) to
NR by October 25, 1994 to avoid default of the Unit Agreement. Amerada Hess and its

Rlartners elected not to ursue development of the Nortlistar field, and by letter dated
ovember 3, 1994, DNR notified the companies that the unit was, in défault.

Subsequentl*, on December 12. 1994 DNR issued a letter amending its November 3. 1994

Notice of Detault to provide Amerada Hess and its Par,tners the alternatives of cither

Rrowdlng tan updated POD within 90 days or voluntarily terminating the Northstar Unit
greement.

Had the unit terminated under DNR's Notice of Default, the state leases upon which no
wells certified as capable of producing in paying quantities had been drilled would have
reverted to the state, making them available for Te-leasing under competitive terms selected
by DNR. Under the provisions of the leases and die department's re(t]u_latlons, the DNR
could then have Issued notice to die lessees of those leases which contained certified wells
to begin production, allowing the lessee a reasonable amount of time to do so.

Following receipt of die Notice of Default, both Amerada Hess and Shell sold their
interests in the Northstar Unit (98.08 percent) to BPXA. and by letter dated January 13.
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Offida[”Bugines_s Senate Resources Committee junsetﬁ}e)&%)i%m
April 10, 1996
Mr. Stuart Gustafson ,
Exxon il

907-564-37"Tiu>n
Dear Mr. Gustafson:

The Alaska Senate Resources Committee is conducting hearings on Senate Bill 31X, a bill
for an act entitled "An Act Authorizing, ap rovm? and ratifying the amendment of llie
Northstar Unit oil and gas leases between the Stale of Alaska and BP Exploration &Alaska)
Inc.. and providing foran effective date." Senate Bill 31Xhas been introduced,at the
request ot Governor Knowles in_order to seek legislative approval and ratification of
negotiations between the Commissioner of the Department of Natural Resources (DNR

and BP Exploratign (Alaska), Inc. BPXAt) to amend the competitively bid net groﬂt sfiare
terms of certain il and qas leases (Northstar leases) which were offered in the Slate of
Alaska's Competitive Oil and Gas Lease Sale 30 in'December. 1979, |am writing to you
because according to DNR's leasing records, y%u or your company (or its predec@ssor)

participated in the competitive bidding at Sale 30.

The Northstar leases were originally awarded to Amerada Hess Corp.. Enterprise Qil,
Murphy Oil USA, and Shell Qil. These lessges subsecwently combined their lease interests
to form the state's first joint state/federal_unit, the Northstar unit, which is located offshore
in the Beaufort Sea approximately six miles north of the Prudhoc Bay. Unit, A number of
cxglorauon wells were drilled during the initial 10 year term of the unit, and Amerada Hess
subsequently sought and recejved from die Department of Natural Resources a further five
year extension of the unit during which it drilled one additional well and conducted
engineering studies to determing tic feasibility of developing the Northstar reserves which
are estimated by DNR and BPXA to be about” 130 million barrels of recoverable oil.

Under the provisions of their unit agrecm mi and iLsextension, Amerada Hess and its
artners were requia*d to submit an acceptable updated Plan of Development (POD) to
NR by October 25, 1994 to avoid default of the Unit A?ree_ment. Amerada Hess and iLs

Rlartners elected not to pursu «development of the Northstar field, and by letter dated
ovember 3, 1994, DNR notified the companies that the unit was in défault.

Subsequently, on December 12, 1994 DNR issued a letter amending its November 3, 1994

Notice of Defaulf to dprowde Amerada Hess and it Par_tners the alternatives of either

Rrowdmg ?n updatea POD within 90 days or voluntarily terminating the Northstar Unit
greement.

|lad the unit terminated under DNR's Notice of Default, the state leases upon which no
wells certified as capable of producing in pa?/mg quantities had been drilled would have
reverted to the state, making them available for fe*lcasing under competitive terms selected

R. Under the provisions of the leases and the department's re?u,latlons, the DN *
could then have issued notice to the lessees of those leases which contained certified wells
li) begin production, allowing the lessee a reasonable amount of time to do so.

Following receipt of the Notice of Default, both Amerada Hess and Shell sold their
interests in 'he Northstar Unit (9X.0X percent) to BPXA, and by letter dated January 13.



THE P
WERE -

RECE
PEA-

IN TH

E OR

DING PAGES
'ED AS A UNIT

GINAL FILE



THE FOLLOWING PAGES
WERE TREATED AS A UNIT
IN THE ORIGINAL FILE

v~ sl- m 20err-- e * B, or T
o e M- w

(S.B.31S Glen+'al-ity]



- ™
LEGAL SERVICES m -2

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 485-2867 or 465-2450 STATE OF ALASKA
FAX (007) 465-2029 130 Seword Street, Suite 409
Moll Slop 3101 Junsnu, Alaska 99801-2105
MEMORANDUM April 2, 19%
SUBJECT: Executive sessions of legislative committees (Uniform Rule 22)
TO: Senator Drue Pearce
President of the Senate
Attn: Laura Williams
FROM: Tamara Brandt Cook
Director

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

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

TBC:glc
96-198.glc



BP EXPLORATION BP Ciptoranon (Aiuka) inc,
900 Eail Demon Boulownrd
PO. Bo« 190012
Anchofago, Alaska 99519 0012
(907) 5005111

April 8, 1996

The Honorable Loren Leman. Chair
Senate Res urcos Committee
Alaska State Legislature

Stato Capitol

Juneau, AK 99801

Dear Senator Leman:

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

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

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

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

3. BEXA:sjftPBifly8Utnd_5flnciL0O.n Process_(GIAAPS)_and BP's Economic Criteria
(once forecasts. This is sensitive financial information which wo are willing to
s.iscloso only to Alaska legislators on a confidential basis, without further
disclosure to legislative advisors, consultants or staff members.
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4. BP’s NPSL Development (Investment) Account Review. BP has made an
internal assessment of the NPSL Development Account which was provided to
the DNR on a confidential basis. While we are willing to share that review with
the Legislature, it may be more appropriate for you to ask the DNR for their
review of the Development Account.

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

Very truly yours, "

exploration and Development
BP Exploration (Alaska), Inc.

attachment
cc: Shively, Boyd



NORTHSTAR PROJECT
Negotiation of Modified Lease Terms
BPXA Data Transmitted to DNR

Date to Data for
item DNR Public_Releose
1) Northstar Project * Economic Evaluation 1/3/96
Supplement to DNR
A. Agreemont for Purchase & Sale of 1/11/96 NO
Amerada Northstar Interest
B. BP Preliminary Pre-acquisition 1/3/96 Not relevant
Appraisal (GEM #59) See *P below.
C. Development (Investment) Account Review 1/3/96 NO
D. BP Northstar AFEs 1/3/96 YES
E. BP Expenditures 1/3/96 YES
F. Draft Conceptual Eng. Report and Geology 1/3/96 YES
Final report issued in February. 1996
G. Tract Allocation 1/3/96 YES
H. BP Approval and Sanction Process (GIAAPS) 1/9/96 NO
I. BP Economic Criteria (Price forecasts) 1/9/96 NO
J. BP/DNR Economic Model (Excel ss) 1/3/96 NO
K. Partner Economics Not supplieo
L. Early Assessment of Risks and Reserves 1/3/96 Not relevant
M. Federal Royalty Relief Efforts No data available
N. Alaska Expenditures No data available at the time
2) Various BP and DNR Proposals on Modified 12/95-3/96 Not relevant

Lease Torms and Draft Agreements

QPX Data to Sonata Rooourcos Commmoo April B. 1096
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Senate Resources Committee

State Capitol
Juneau AK 99801

April 3. 1996

Commissioner John Shively
Department of Natural Resources
via fax: 465-3886

Dear Commissioner Shively:

| anticipate BPXA may ask that Bartofourreview,o_fthe economics supporting the |

negotiated a([qreement etween BPXA and the administration be conducted in executive

%(]estsmn. Rufe 22(b)(1)-(3) of the Uniform Rules of the Alaska State Legislature provides
at:

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

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

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

(3) discussion of a matter that may. bv law, be requited to be confidential.

Similarly, the Open Meetin%_s Guidelines; doptcd by the Senate provide parallel provisions
and requirements for executive sessions.

Testimony before this committee has established that the Department of Natural Resources
IS not o?posed to public discussion of anY of the material supporting its negotiations to
amend the net profit share provisions of the Northstar leases.

BPXA, however, may decide to claim the privilege of confidentiality for certain of the
information, and may ask that the committee review the informationi in executive session.
Presumably BPXA would base its entitlement to confidentiality on the provisions of AS
38.05.035(a){0/(C) and (D) which provide:

(@) The director shall....
(9) maintain such records as the commissioner considers necessary, administer
oaths and do all things incidental to the authority imposed: the following récords and files
shall Ik kept confidential upon request of the person supplying the information:

(C) all geological, geophysical and en?ineering data supplied, whether or not
concerned with the extraction ordevelopment of natural resources;

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



You, Governor Knowles, and BPXA President John Morgan have all said that you support

full and candid discussion of the negotiations and the policy implications behind'the

Iegtgs,lature’s decision of whether or not to ratify the agreemient, To assure. that the review is
lic, yet thorough, only that information which must be kept confidential by law will be

be |
reated as confidential.

Accordingly, before the committee votes to go into executive session, BPXA's
representative should confirm that BPXA is indeed requesting confidentiality, and”statc
the statutory basis for the request.

DNR's representative should be prepared to certify that the information to be discussed is
entitled to confidentiality under the department's statutes and regulations.

Thank you for your participation in these hearings.

senator Loren Leman
Chairman

Commiiuoncf John Shively
April 3. 1996 2
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Senate Resources Committee

State Capitol
Juneau AK 99801

April 3, 1996

Mr. John Morgan
BP Exploration 6ALA.SKA) Inc.
via fax: 564-5900

Dear Mr. Morgan:

Your testimony suggested that you may ask that part of our review of the economics
supporting the negotiated agreement bétween BPXA and the administration be conducted in
exec;aﬂvetﬁetssmn. Rule 22%b)(|)-(3) of the Uniform Rules of the Alaska State Legislature
provides that;

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

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

(2) discussion of subjects that tend to prejudice the reputation and character of a

person;

(3) discussion of a matter that may, by law, oc required to be confidential.

Similarly, the Open Meetintt;_s Guidelines adopted by die Senate provide parallel provisions
and requirements for executive sessions.

Testimony before this committee has established that the Department of Natural Resources
IS not o?posed to public discussion of anY of the material supporting its negotiations to
amend the net profit share provisions of the Northstar leases.

If you claim the privilege of confidentiality for certain information, |
yohur ﬁntltle_rgent to contidentiality on the provisions of AS 38.05.035(aX9)(C
which provide:

(a) The director shall....

(9) maintain such records as the commissioner considers necessary, administer
oaths and do all things incidental to the authority imposed: the following récords and files
shall be kept confidential upon request of the pérson supplying the information:

((]?1 all geolo?ical, geophysical and engineering data supplied, whether or not
concerned with the extracfion or'development of natural resources;

resume you will base
Yand (D),

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



You, Governor Knowles, and Commissioner Shlvely have all said that you support full
and candid discussion of the negotiations and the policy implications behind the .

legislature’s decision of whether or not to ratify the agreement. To assure, that the review is
Pu lic, yet thorough, only that information which must be kept confidential by law will be
r

eated as confidential,

AccordingIP(, before the committee votes to go into executive session, your representative
should confirm that BPXA is indeed requesting confidentiality, and”kTstatc the statutory
basis for the request.

| will ask DNR's representative to certify that the information to be discussed is entitled to
confidentiality under the department's statutes and regulations.

Thank you for your participation in these hearings.

Senator Loren Leman
Chairman

Mr. John Morgan
April 3. 1996



CONFIDENTIALITY AGREEMENT

, being first duly sworn, agree and stipulate as

follows:

1 lacknowledge that | have read and understand the following paragraphs and
that | will he subject to any penalties by law for breach ofthis trust

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

b)  Unless disclosure is made by sworn testimony or other evidence in a legal
proceeding in conformity with a court order, it would constitute a misuse of confidential
Information punishable as a class A misdemeanor under Alaska Statute AS 1156 860 for a
Bublic servant having this information which is obtained during the performance of duties on

ehalfof the Slate of Alaska to discuss with anyone not having a need and legal right to
know, or reveal in any manner, the text or terms of such information

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

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

DATED this _ dayof , 1996

Name

APPEARED before me this day o f , 1996

Witness
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Resources Tuc, Apr2,1996 4:03 PM

Titlt: SB 318" Northstar Page: 1

TYPE:  wppointnent
Category: sersona |
Priority.

When: Thu, Apr 11,1996 From 6:00 P M To 8:00 P M
No Contact Information available.

Q Finish questions to Dept, of Law pending from 3/29 and 3/30 hearings: Bruce
otelho/Jim Baldwin | S

2) DNR &BP present economic model of agreement including discussion of
historical performance of West Coast S_PO'[ prices and producers' price index

3) Explanation by DNR of the net profit accounting system, allowable deductions and
how the state's net profit revenues are calculated



Resources Tuc, Apr 2, 1996 4:14 PM

Thie. SB 318: Northstar Page: 1

TYPE  wppointnent

Category: rersona |

Priority.

When:  wes. apra 1006 From 7:00pw o sioopw

No Contact Information available.

1) BP to present Northstar development plan and schedules |

2) Questions on development plan and on materials BP was to have provided the
committee with by 5:00 ?.m. Monday April 1.

3) Follow-up questions from 3/29 and 3/30 hearings



Resources Sat, Apr 13 1996 10:28 AM

Tltle. RESOURCES immediately following SESS 1 ON

TYPE  appointnent
Category. sppointnents
Priority.

When. Sat, Apr 13 1996 From 2:00 P M To 5:00 P M

No Contact Information available.

) Continue DNR/BP economic modeling from 4/11, if necessary
2) Review proposed agreement, including enforceability provisions
3) Begin Public Testimony

Page: 1
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Public Obiihion i\/INessfage Sender

DATE TO: Vendors, Suppliers, and Other Alaskan husinesses
BJ

UP
SUBJECT: Public Opinion Messages to Legislators-Northstar Project
This grass roots effortis what Alaska and Alaskans are all about! BP

recently senta letter requesting legislative help, so letsdoit, OUR WAY

All the people who sent public opinion messages to Juneau overwhelmed the Ie?islators. The number
of public opinion messaqes received by them Droke every previous record. Qur Tegislators arc
energized by YOU, the sleeping majority that has awakened, and YOUR MESSAGES ARE CLEAR!

The legislators were %Iad to hear the people supgorted theirintuition that if BP is ft;.oing to make
romises on the Northstar project, they should be put down in wriUng. The question is“WHY
OT?" ey, in today’sdasy and age a deal is a deal, so lets get it in writing. TIIE

LEGISLATORS ARE SAYING AND DOING WHAT EVERYONE ELSE OUT

THERE IN TIIE COMMUNITY IS THINKING!

BP Exploration has an exceptional deal which yields d21% return on investment.
Good, we applaud them. Why wouldn @ they do the deal If their promises arc put in
writing? There shouldn @ be any reason at all, because there aren@®many 21% ROI

deals out there.

The legislators arc underalot of heat and need personal e_ncoura%ement to continue theirwork to keeP
language in the Northstar bill which encourages purchasm(i goods, products, and supplies from loca
Alaskan vendors and businesses. That is faif request for Alaska, its citizens, and the state. Any
Alaskan worth their beans would support that

If you live in the districts of any of the following legislators, please call them.

1 Al Adams-465-3707 Dave Donncly-465-3892 Jim Duncan-465-4766

2. Johnny Ellis-465-3704 Steve Frank-265-3709 Lyda Green-465-6600

3. Rick Halford-465-4958 Tim Kclly-465-3822 rue Pearce-465-4993

4, Randg/ Ph||||£{)5-465-4949 Steve Ricgcr-465-3879 Judy Sal0-465-4940

5. Bert Sharp-465-3004 Robin Taylor-465-3873 John Torgcrson-465-2828

Lets hope mana_(iem_ent of BP Exploration, from the President to tlicir head of

procurement, will give their immediate unequivocal public support and commitmen

to buying their goods, products, and supplies from local Alaska businesses in

Erlnmple. and in practice. Doing this would create a WIN-W IN situation for BP
xploration, the state, and local businesses.
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ALASKA PUBLIC INTEREST R RESEARCH GROUP
f Post Office Box 101093 / Anchorage, Alaska 99510-1093
J2feb (907) 278-366J FAX (907) 278-9300

State Senator Loren Leman
State Capitol
Juneau, Alaska 99801

April 26, 1996
Dear Senator Leman:

Thank you for your letter on the Northstar agreement.

In my letter to the Anchorage Daily News, | urged readers to review
the findings of fact within the committee substitute for SB318 made
available to mo on April 19th. Those findings of fact detail

the outrageous behavior of BP Exploration. 1 urged Alaskans to
roview that summari and determine for themselves the appropriate
response to an oil company that enters into agreements it does not
Intend to honor when Alaska's resources are concerned.

Although you dispute my interpretation of the committee
response when it received BP’s letter, you now tell me that the
finding*- of fact were removed, from the draft legislation and
separately published as a stand-alone committed record.

I trust that roquests for the legislation will be met with
both the legislation and a copy of the findings of fact in its new
form so that Alasktns can draw their own conclusions. Otherwise
the investigative report will be effectively shredded.

As to whether or not the committee bill or the Governor's deal
with BP is superior, my view is that BP is now testing Alaska's
resolve and our government's stewardship of our natural resources.
Capitulation to BP's threata and its elaborate attempt in the media
to gloss over its outrageous behavior will break faith with those
who fought for Alaska's statehood.

E.L. Bartlett warned the delegates at Alaska's Constitutional
Convention about strategies Alaska would confront from resource
extractors.

He said

" (O)utside interests, determined to stifle my development
in Alaska which might compete with their activities elsewhere

will attempt to acquire great areas of Alaska’s public lands in
order NOT to develop them until such time as, in their omnipotence
and the pursuance of their own Interests, they see fit. |If large

areas of Alaska's patrimony are turned over to auch corporations,
the people of Alaska may be even more losors than if the land- had
been exploited."(Bartlett quoted In Fischer, Alaska's
Constitutional Convention, p!31).
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Is this not the threat implicit in BP's blackmail of Alaska's

iest regards

v ! <-m ? At*!*,
:ephen Conn

Executive Direct



municipality of anchorage

MEMORANDUM

DATE: April 26,1996

j0 Anchorage Legislative Caucus

FROM: Tim Rogers, LegislativeProgram Coordin ato f\A-AV A
SUBJECT:; Northstar Project

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

The resolution was passed unanimously by the Anchorage Assembly on
April 23.
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MUNICIPALITY OF ANCHORAGE

ASSEMBLY MEMORANDUM
NO. AM *>24-96

Meeting Date: April 23,1996

FROM: MAYOR

SUBJECT: Support of BP Exploration's Northstar Project

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

business opportunities.
The Administration requests support for the enclosed resolution in urging the State Legislature to
resotve any existing differences which may bo present so that the project may bo realized in a

manner that will create economic benefits for Anchorage and Alaska.

Respectfully submitted,

ick Mystrom
Mayor

ar 96-110

3)003
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Submitted by: Chairman of the Assembly

clerks office at roquest of tho Mayor
APPROVED Prepared by: Office of the Mayor
e Ukzz-JSa- - For reading: Awpril 23, 1996

ANCHORAGE, ALASKA
AR NO. 96-HO

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

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

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

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

the Pacific Rim; and

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

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

NOW, THEREFORE, the Anchorage A3sombly resotvos:

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

the Stato of Alaska.

PASSED AND APPROVED by the Assembly this dayof 1996.

Chairman

Attest:

Municipal Clerk
AM 424-96
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April 22, 1996

Honorable Loren Leman
Chairman,

Senate Resources Committee
State Capital

Juneau, Alaska 99801-118?

VIA Fax: 907-465-3810

Dear Senator Leman

Arctic Slope Regional Corporation (ASRC) owns several subsidiaries directly involved inthe
development of Alaska's oil resources. ASRC subsidiaries now rank as some ofthe Iar?est multi-
disciplined construction companies on the West Coast  They serve a diverse array of clients,
including the oil and gas industry, government, mining, petroleum refineries and other private

industries

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

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

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



We arc, therefore, fully committed to Northstar's development and we believe BP is equally
committed to honoring the terms of the agreement negotiated with the state  On behalfc f Arctic
Slope Regional Corporation, | strongly urge you to support SB 318 as it was introduced and to
pa3s it from your committee.

Thank you.
Sincerely,
ARCTIC SLOPE REGIONAL CORPORATION
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April 24,1996

An Open Letter toMr. John C. Morgan, President BP Exploration (Alaska) Inc.

Thank you for sending me letters and brochures about BP 3 Northstar
development Iagree with you Alaska isinanew eraofoildevelopment This new erais
causing the industry, the state and others to re-examine the business of oil development in
Alaska®"s unique conditions. As one of the brochures points out Alaska is39% ofBFs
world oil production. Ibelieve BP isapproximately 40% of Alaska 3oil production. Itis
obvious we need each other.

I, like you, am glad the period ofacrimonious attitudes between the stale and the oil
industry isbecoming a thing of the pasL As you know attitudes can shiftevery two or four
years with elections. | have alsocome to notice attitudes shift with changes in the leaders
of companies.

As part of the North Slope Alliancing programs and BFs efforts "to maintain an
open dialogue with Alaskans”’itwould be good ifall parties could get beyond the short
terra desire (like lowering the royaltieson a specific oil field) and focus more on the long-
term vision of our relationship. Like any relationslupwe each carry some history with us,
or touse an American slang, we have to livewith each others baggage, as well as our own.

The Dutch are using covenants between industry and government to create
innovative partnerships. These agreements are being touted in some disciplines asa way to
improve relationships and reduce costs. As partof our new erawould the industry be
willing to enter into a covenant with the people of Alaska far the development of the state3
resources? These covenants could be put to a vote of the people toapprove our long term
relationship.

These covenants could include the new international standards on environmental
management, IS0 14000. These standards are similar to the British Standard 7750 which I
am sure BP staffare famili.rwith. The IS0 14000 standards are rapidly becoming the
bencmnark for leading corporate environmental programs.

In these days of partnering many streamlining steps are developed by employees.
One approach used by a growing number of businesses isOpen-Book Management.
Open-book management isaway of running acompany that gets everyone focused on
helping the business make money. Simply put, employees who understand how the
company makes money and how they contribute to the bottom line can then act todo so. |
suggest you read the book OPeNn-Book Management: The Coming Business Revolution by
John Case. BP might explore using thisapproach tobring Alaskans and your company

together so we both benefit firom development of smaller fields.
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One idea is to use one of the newly developing fields, such as Northstar, as a test
case 0f open book management As port of the "Alask? Energy Infobank" set up a Weh
page so all Alaskans, all the owners of the oil, can work with BP. Ideally, if BP makes
money 0o Alaskan oil, so too will Alaskans make money on it being developed

| know these ideas sound far fetched As one of die brochures points out, "BP is
going where no one has gone hefore." For BPs continued success in Alaska all of us need
to go where no one has gone before. One of the ways to improve our dialogue is to get
together and talk without a specific agenda, like lowering royality shares. John Case's
book provides several examples of how open-book management improves companies
profit margin. This idea might help BP get the 20 more profit to make Alaska production
as profitable as other parts of the world.

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

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

1. Devdop a vision for oil dcvdopment in Alaska,

2. Use innovative ideas such as rrvenants, ISO 14000, and open-Mck

management, and

3. Work together to go where no oil producing province has gone before.

BP has shown time and time again it meets the challenges of oil dcvdopment in
Alaska. | also believe Alaskans continue to meet the challenges of il development This is
another opportunity.

| appreciate receiving your letters and infornation from rase to time. If you have
any questions please give me a call at 345-6600.

Sincerely,

ISR 1120

Anchorage, AK 99503

P. 2
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April 26,1996

Senator Loren Leman

Alaska State Legislature
State Capitol (MS 3100)
Juneau, AK 99801-1182

SUBJECT: SB 318 -NORTHSTAR LEASE
Dear Senator Leaman:

Please support the Northstar bill. Alaskan jobs is a very important issue to
me. The legislation would provide over 500 construction jobs and 50
permanent jobs for Alaskans. My brother works for Alaska Interstate
Construction in the heavy construction business. With the development and
production of the Northstar field, he could work throughout the winter,
instead of being laid off and collecting unemployment.

With Alaska"s budget deficit, the state needs more oil revenues such as
Northstar to fill our budget gap. Without an alteration to the existing lease,
the oil prospect would probably never be developed. With the passage of
SB 318, the state and Alaskans will gain the immediate benefits of additional

revenues.

Again please support the Northstar bill.

Sincerely,
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April 16, 1996

Dear Senator Leman:

I'm very disappointed not to have heard from you regarding my concerns
about BP's request for royalty and tax relief on their proposed Northstar
development. | must remind you that the oil BP is proposing to develop
belongs to the CITIZENS of the State of Alaska. Any deals or concessions
must be for the long-term benefit of our State.

To show you where BP is putting some of its moneg, please read the enclosed
news release. There is a service available through BP that provides current
events affecting the oil production, chemical, and refining industries. As you
can see, BP's CEOs hoth present and past, arc receiving very handsome
bonusets. The attached article is receiving wide circulation on the Slope at
present,

We along with the present contract employees, are very concerned about BP's
current and proposed job cuts in its Prudhoe Bay unit. These cuts will more
than offset any gains by BP's proposed added jobs at Northstar. Their press
release and other public statements contains too many "weasel clauses".

They haven't shown to my satisfaction their commitment to build, hire, or
buy Alaskan goods and services. Fairmont has, since my last letter to you,

even transferred their buyers to Utah. It's obvious to me, and should be to
youathat you don't move your buyers to Utah if you intend to buy Alaskan
good.

Again, | wish BP success, but Alaska still provides almost half their world oil
production, and | see no need to "GIVE AWAY THE FARM."

BP has figuratively "spit” on OUR written contract, so I'm very apprehensive
about any "gentlemen’s agreements" between Alaska and BP.

've been told by a few of your colleagues that the State has no business telling
BP how to manage its affairs. However, they are the ones approaching US,
wanting to re negotiate something they previously agreed to.

Also, they provide us with "Gap Rap" information regarding the State budget,
and the need to cut it.

Please "jawhone" BP into dealing openly and honestly with its employees and
partners, the State of Alaska, and its citizens.

Sincerely,
Wiliam F. Bocast

*C\ S’2 ¢
U fa, fit-



FROM: Daily Mirror 03/19

BP bosses strike gold

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

|

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

I

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

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

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

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

FROM: FinanclalTImes j 03/19

*

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

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

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

According to the company's annual report released yesterday,
Mr. Horton 'was able to initiate certain changes ... which

have benefited tho performance of the company." BP said
theso changes included reorganisation of the company's
headquarters in 1990 which had boosted efficiency.

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

£1.78m, and Sir David Simon, now chairman, who received

£880,00 worth of shares. The largest recipients among

current directors are Mr. John Browne, chief executive, who

gets shares worth £1.73m, Mr. Steve Aheame, finance director

*(£1.66m), Mr. Bryan Sanderson, head of chemicals (£1.65m) and

Mr. Russel Seal, head of human resources (£1.17m).



Other former executives v/ho qualified were Mr. Hugh Norton,
managing director until last year, who gets £1.75m, and Sir
David Simon, now chairman, who receives shares worth

£860,000.
?

The largest recipients among current directors are Mr. John
Browne, chief executive, who gets shares worth £1.7m, Mr.
Steve Aheame, the finance director*(£1.8m), Mr. Bryan
Sanderson, head of chemicals (£E1.6m) and Mr. Russell Seal,
head of human resources (£1.1m),

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

Share are awarded after five years based on BP's returns
compared with other leading oil groups. Mr. Peter

Sutherland, chairman of the remuneration committee, said BP
had outperformed the stock market over the period, producing
a return of 15 per cent a year. Earnings had increased by 87
per cent, and return on capital went up from 9 to 14 per

cent. The awards were based on a 60 per cent achievement of
the targets laid down in 1991.



Robert B. Palme.r, Digital Albert J. Dunlap, Scott >e Robert E. Allen, AT&T Louis V. Gerstfior Jr., IBM
' Cut20,000 jobs - Cut 11,000 jobs Cut 40.000 jobs Cut 60.000 jobs

Wall Street Loves Layoffs.

|si AMRKI) DUAL AKHALS' K)1US I0IOKM A But the_PUb“C Is Scared
as | lelLis There a Better

Way? BvA l1an Sloan



can no longer count on staying with the like* of
IBM forever. But nothin# has taken the placcofthe
benevolent Big Daddv employer, and that scares
the pants off us. You can practically smell the fear

Wits at AT&T

Corp. quip that

are debatable, though Dunlap doesn't agree. Nor
is it easy to get a handle on how many brings
there actually ore. Layoff numbers from the Chi-
cago outplacement Arm of Challenger. Gray £r

and anger in white-collar America, becausenoone ¢ hairm an Robert Christmas, an oft-cited source, are full ofholes, as
in CEO-land seems to care. Where will | And the Arm readily ndmits. They Include only public-
another jOb if | get downsized? StOp Whining, Allen will soon |y announced cuts. I'm not sure what federal j$b—

unemployment statistics have barely budged de-
spite huge white-collar tiring;. Will inv boss ruin
my life to make another cent of profit on her stock
options? Cheer up.you're serving the greater good
bv being blown away by what economist Joseph
Schumpeter christened "the gale of creative de-
struction." Except for oddballs like the chiefecon-
omist at Morgan Stanley (who has warned for
years that there would be a backlash) and the T e€mps
president of United Technologies (who recently unveiled a nifty
program to help UT workers re-educate themselves for their next
jobs). Wall Street and Big Business have been in perfect harmony
about how in-your-face capitalism is making America great.

[ELL, NOW IT MAV BE BACKLASHTIME. SUDDEN-

ly. white-collar woes are a hot issue in the 1996

presidential campaign. Al Dunlap of Scott Pa-

per, the loudest spokesman for corporate hard -

ball (page 48). dukes it out with Labor Secre-

tary Robert Reich on "Nightline." Bob Dole is

making anubusiness noises. And Big Media

from The New York Times to The Wall Street

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

We're not going to argue about whether today's mass firings

make economic sense. Companies like IBM and Sean and CM had

todownsize or die. Other cuts— like some of those at Scott Paper—

fire everyone but
himself, and AT&T
w ill stand for

Allen & Two

cut numbcn actually measure, and you can ar*uc
endlessly about how to interpret figures abdut
workers' salaries and oulput. What really mattfrs
is that although unemployment is relatively Itw
and the economy is still cranking out new jobs,
millions of Americans believe theyTe being
screwed by corporate America and Wall Street.

It's unfair toblame every job cut in America on
Big Business and Wall Street. The world is chang-
ing. and no matter how big and rich a company is. it has to adapt or
die. (Even Newsw eek hasn't beenimmune tojob-cutting.) But \Mdl
Street and Big Business have made a bad problem worse by being
grecdhcads. Instead ofkccping payrolls lean and helping employees
to prepare for their next careers, lots of CEOs have messed up big
time They lettheir payrolls get bloated.Then to recoup, theyoffcrup
employees as human sacriAccs to Mammon, god of Wall Street,
hoping to get their stock price up. When the price rises, it slike Wbl
Street spittingon the victims' bodies. And the CEO getsaraise. Hdw
many CEOs ofbig. downsizing companies sacrificed some of then
pay and perks to encourage a sense of community? Did they apolo-
gize publicly to the people they Ared? Did they take any personal
responsibility for mistakes that helped cause the problems the/re
solving with layoffs? No way. that's not macho.

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



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

0O0K. YOU CANT STOP ADVANCES IN COMPUTERS AND
communications and transr irtation. They're making na-

tional markets into global markets. Foreign companies

whose names you can't even pronounce can take away

your customers and kill you. Mistakes show up quicklv.

Product cycles are shorter than ever. Look at how IBM

land Digital Equipment, once the world's two biggest

| computer makers, seemed to add the word troubled to

their names almost overnight. (They both seem to be recovering 1A
marvelous company like Motorola can have its stock smashed to
smithereens, if its profits come in a hair or two
below expectations. Indeed, one reason that chief
executives are meaner and greedier than they used
tobeisthc 1950s: nocompany was safe from raiders
ifitsstock pnee was depressed. Ifyoudidn't unload
your losers and fire "'surplus' workers, a takeover
troll would buy your company and fire everybody.
Yet while layoffs have traditionally been part of
blue-collar life, the '90s is the first time white-
collar workers have been slaughtered rn masse.
That helps account for the uproar. After all. agen-
da setters like politicians and we mcdia-ehtc
types live in a white-collar universe. Anyway,
you could see why GM was fmng 71.000 workers
in 1991 or Sears was fmng 50,000 two years later
Both companies were in desperate trouble, and

company

made
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The world
changing, and no

matter how

to adapt or die.
But Wall St. and
Big Business have
it worse by

being greedheads.

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

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

For another classic example of how CEOs seem to have forgot-
ten how to deal with people, consider the recent combination of

two giant New York City banks. Chase Manhat-
is tan and Chemical. Chase was pressured by Mi-
chael Price of the Mutual Series funds (whose
stockholders include me) to get its stock price up

rich and -old out to Chemical. The attraction to
¢ a Chemical: the Chase name, which it's keeping,
is it has and its ability to cut 12.000 jobs from the com-

bined banks. Those jobs would have probably
vanished even without a takeover, but in a slow-
er. more controlled way. Thousands of little peo-
ple were fired to save money, while the new
Chase kept all 36 outside directors, who get fat
fee* and dandy retirement packages.

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



bert Amelio as CEO. A company firing workers
and eliminating its dividend to conserve cash is
aing Amelio S2.S million a year of salary and

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

ACOCCA 5 CHEAT GESTURE SVAS LONG ACO AND FAR AW.sr.
Now let's look at the behavior that convinced Stephen
Roach, the chief economist at Morgan Stanley, that busi-
ness is caning itselfa disproportionate piece ofa pie that s
supposed to be shared with workers Roach is hardlv anti-
business-he loved dow-nsmng in the early 1990s. Yet a
few years ago he realized something was wrong: workers
output was nunc. but their incomes weren't keeping pace
' This isnt the way economics is supposed to work." he says "1t
contradicted everything 1was taught to believe "W rn he warned
companies to do something betore a political backlash stnick, they
giggled on Wall Street 1don't think they re giggling now
There are no surefire solutions to these problems But some
companies are enlightened enough to know that helping their
workers also helps them Take United Technologies a hard-boiled

Rather than fire
workers to save

a few bucks,
Scherer Brothers
Lumber stopped
buying sports
tickets and fresh
flowers forrecep-

tionists’desks.

conglomerate that has cut 33.000 Jobs since 1990.
Last December. UT unveiled a new. expensive
plan to help workers get re-educated. President
George David says the United States can't stop
production jobs from migrating overseas, socom-
panies should help people upgrade their educa-
tion before it's too late. “We load education into
our first 21 years of life, and then think that we
can leave the classroom essentially forever.” he
said. UT now gives employees time off to attend
classes, pays for tuition and book;, and will gr-c
employees who complete their studies 50 shares
of UT stock, currently worth about 35.200. You
can go to nursing school or get a degree in cre-
ative writing, none of which has anything to do
with UTs businesses. David hopes that 20 per-
cent of his employees will use the plan. That would gradually
increase the company's outlay to abcut 350 million a year from the
current SIl million. “Were no: softhearted.” said David, whose
face turned red when | suggested he sympathized with downsized
workers T.%in our interest to have an educated work force."

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

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

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

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

they're more messed up than we are. The federal government can't
save us. Can you see the Ftds drawing up rules to define a good-
jobs company in order to give it tax breaks? And we can tgo back to
the days of the 1950s and B0s. when big companies offered lifetime
employment. Any company that tries that these days will be like an
elephant in a piranha pond.

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

Willi Anmr Uhdiswood inNewl'oik. John M cCorm ick_hi Clilrafo anld
Desosam Bsanicom sc in Emmvillr. Calif
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Villains? Heck No.
Were Like Doctors.

Job cuts hurt, says Al

LIZERT DUNLAP HAS BE*
come the poster boy for
the folks who say that
CEOs have gone too far.
The 58-year-old former CEO of
Scott Paper, known to detrac-
tors as “Cham Saw Al" cut
11.000 jobs in 1994. After merg-
ing the companv with Kimber-
ly-Clark. he walked away with
about SI00 million in salary,
stock profits and other perks.
Dunlap previously downsized
seven other companies, includ-
ing Diamond International and
Lily-Tulip. When Newsweek
asked more than 50 CEOs of
large American companies to
discuss corporate restructur-
ing. only Dunlap was willing to
talk lit re swhat he had to say:

When journalists and politi-
cians spout off about corporate
downsizing, it's the .Al Dunlaps
oftheworld who tend to get the
blame. We re painted as vil-
lains: but we re not. We're more
like doctors We know it's pain-
ful to operate, but it's the only
wayv to keep the patient from
dying rake the restructuring at
Scott. We had to fire 35 percent
of the work force It was adiffi-
cult task Coming -miawork-
ing-class tamilvim &_ther was
a union steward). | know what

it’s like when someone
in the family loses a
job. But while we had
to cut some jobs, we
were able to give 65
percent of the work
force amore secure fu-
ture than they might
have otherwise had.
And Scott’ stockhold- ;i
ers came out $0.5 bil- *1
lion to the better.
Sowhy are share-
holders so important
toworkers? Bvdoing a
good job for them,
we re encouraging
them toinvest, tobuild
new plants and create
new products. At the
end of the day. that will mean
more and better jobs down the
road. And that's the point peo-
ple need to remember the only
wav corporate America is go-
ing todo right by its workers is
to compete. And ui order to
compete, companies need to
become efficient. That means if
you have workers for whom
you don t have a real job. you
can t keep them on the pavroll.
Let me put this in some his-
torical perspective In the 70s
America lost its position as a
leader in global business Look
at the industries we once had

ruatuai sfl. 1990

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

i are noncompetitive. People ore

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

Thai's not to sav that | don't

believe in CEOs' being ac-
countable to their workers. |
think a CEO has an obligation
to communicate with workers
and prepare ibem for the inev-
itable. Before the restructuring
at Scott. | personally went
around the world and talked to
people on the shop floors. One
of the things we told them was
that we weren't keeping the
elitist tools of corpo-
rate America at the ex-
seofworkers. Our
@est cutback was to
=i the 750.000-
square-foot corporate
headquarters and
downsize 71percent of
the corporate staff. At
one plant, the workers
actually applauded
me. People are pretty
intelligent if you tell
them what's going on
and expkui why
you're doing what
you're doing.
On the other hand,
the politicians don t
seem to be getting the
message. They pander
to the public and polarize peo-
ple. And they try to tell . Ameri-
can industry how toconduct its
business. The job ofindustry is
to become competitive— not to
be a social experiment. God
help usifw-epass legislation to
make .American *ompanies
less productive and compro-
mise our global competitive-
ness. Then it won't be a case of
a relatively small number of
people losing their jobs. It will
be huge numbers losing their
jobs—and the death of the
American free-enterprise sys-
tem as we know it.
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2941 Capstan Drive
Anchorag?,glgkéaska 99516

April 23,

Senator Loren Leman _ Via Faxcom to 1(907) 465-3810
Chairman, Senate Resources Committee

State Capitol

Juneau, Alaska 99801 -1182

Dear Senator Leman:

The Northstar PrOJeCt, as proposed by BP Exploration, is another excellent opportunity
for the State of Alaska to show its flexibility in tryln_% to_ responsibly develop its natural
resources. Economics and opportunities cnhange ‘with time and you and I know, both
have changed considerably since the Northstar Teases were initially awarded.

Why wasn't Northstar developed before now? It seems that Northstar was not
developed b{ Amerada Hess or others hecause of a combination of issues: extremely
high royalty; the technological hurdles needed to be overcome for development; and
the unwillingness of companies to take the risk necessary to develop Northstar.

The State of Alaska, including the legislature, should be encouraging comﬂanles like
BPX to take the high risks necessary to con' Jer id develop a Northstar. This was the
reason for the passage of HB 207 last year. BPX 1 one of the few companies capable of
overcoming the technological hurdles that stand in this project's way and that are willing
to take the risks necessary to proceed.

The development of Northstar under the terms negotiated by the Executive Branch for
Northstar is an excellent arrangement for the State and for all Alaskans. | encourage you
to support Senate Bill 318 in a form approaching that approved by the House of
Representatives.

Sincerely,

Gerald G. Booth
cc. Senate President Drue Pearce - via faxcom to 1 (907) 465-3872



BP EXPLORATION OP FiClomtion (AlttKn) Inc

Q00 E*it 0»n»on Boulevard
PO Don 196612

Anenoraoo Aii»»a 9961*6612
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May 5, 1996

The Honorable Loren Leman, Chair
Senate Resources Committee
Alaska State Legislature

State Capital

Juneau, AK 99801

Dear Senator Leman:

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

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

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

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

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

Very truly yours

*v/ /' .

E.M. Luttrell

Vice President. Exploration and Development
BP Exploration (Alaska). Inc.



| oppose the amendment because | believe that it is unnecessary, | do not agree with it and |
believe that it will increase the likelihood of litigation The amendment is unnecessary because
the Senate Resources Committee's Findings o f Fact arc already part of the legislative record. My
understanding is that they were adopted by that committee anil made part of their record. They
do not, however, reflect the findings of either the House Resources Committee. House Finance
Committee, or World Trade or State/Federal Relations Committee. The records of the House's
committees will speak for themselves

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

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

The findin%s overemphasize the upside of the net profit share potential while tendingto
minimize the downside. For example, they do acknowledge the risk that BP is taking by bemg
the first to develop an Arctic subsea Pipelme They do not acknowledge that the reserves could
be less tnon the 130 million barrels ot oil presently estimated.

It also inaccurately suggests that the state may receive substantial bonus bids if the state were to
release the leases. The Deﬁartment of Natural Resources has stated that the bids could be very
nominal Commissioner S ivelr has testified that it could be a very long time before the State
coluld get the leases back to re-lease The State could go a very long time before it receives any
value

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

Finally, these findings could actually help litigants attemptin% to sue the state and BP over the
agreement  Because of their one-sidedness, they may help these people be successful. | think
the complete record hefore the legislature is the record that should be considered No pan of the
record or one committee's findings should be emphasized over other pans of ti*e recoras or other
committee's findings | urge you to vote against the amendment.
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The Honorable Ramona Dames, Chair

Hou?e World Trade and Statc/Fcdcral
Relations Committee

[Alaska State Legislature

State Capitol

Juneau, Alaska 99801

Dear Representative Bames:

The development of the Northstar field is an important project to the residents of Alaska
and BP Explorauon. Northstar development will provide jobs for Alaskans, new
business opportunities for Alaskan businesses, and significant'revenues to the state.

BP Exploration has vquntariIg and publicly committed to recruit and hire qualified
Alaska residents for the Northstar DcvelopmenL We have also publicly committed to
?gsﬁ%ghat%e Northstar.contractors to recruit, hire, and train, when necessary, Alaska

Furthermore, BP has voluntarily and publicly committed to use Alaska contractors to
build in Alaska Ngrthstar production and processing modules. BP has committed to
spend $30 - 40 million to build in Alaska the largér and mare complex modules for
assembly for sealift providing that suitable facilitiés to do this are available. W¢ are

\évvoarill(em?e with our contractors to do everything possible to ensure the facilities will be

C%ur re utati?n Fleﬁ(ends on our honoring these commitments and reporting our results to
the people ot Alaska.

W e appreciate the opportunity to provide comments toyour committee.

Sincerely

John C. Morcan
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April 20. 1996

The Honorable Loren Leman, Chair
Senate Resources Committee
Alaska State Lepislature

State Capitol

Juneau. AK 99801

Dear Senator Leman:

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

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

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

/
Very truly yours,

/ / 1 ’
E.M. Lutlroll

Vico President, Exploration and Development
BP Exploration (Alaska). Inc.
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April 18. 1996

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

Subject; BP position on the CS for Senate Bill 318

Dear Senator Leman:

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

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

To bo clear. BP and its contractors have heard the concern of the Legislature
over local hiro and wo reaffirm our public commitment to maximize the job

opportunities for Alaskans and Ala«"an contractors represented by Northstar
devolopmont.

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

I'm writing today to ask for your support it ~irefforts to develop an exciting new project that
could have a Sl billion impact on Alaska: the Northstar oil field about 6 miles offshore from the
North Slope. Though relatively small by North Slope standards, Northstar promises significant
benefits to Alaskans and the state s economy, with some half a billion dollars in new govern-
ment revenues and another half a billion dollars in direct spending in Alaska over the life of the
project

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

BP will hire Alaskans and build Northstar oil field facilities in Alaska, including large sealift-
sizc modules, as long as fabrication and assembly facilities are available in Alaska. Building
modules of this magnitude in Alaska would be a first, and it could help to kickstart an entire
new industry building these facilities in state rather than in the Lower 48 or overseas.
Northstar will directly create some 5tX) construction jobs and 50 permanent jobs and support
hundreds of indirect K)bs.

Inorder to be able to d« 'ver the henefits of this development to Alaska and to BP. however, we
first need a change in Northstar lease terms from the state. Present terms, which include a net-
protlts tax" averaging 89".. imposed in addition to royalties and other taxes, were established
nearly two decades ago. at a time when oil prices were soaring and were expected to continue
to increase. They pose an insurmountable obstacle to development in today's business environ-
ment.

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

l.'nder terms ot our agreement. BP will pay the current 20".. royalty to the state on Northstar
production - the highest rate ot any field on the North Slope* In addition, we Il pay a supple-
mental royally ot as much as 7 s'.. based on oil prices And the agreement contains Alaska-hire
and Alaska-build commitments on the part ot BP, as well asa uso-it-or-lose-it provision stating
that it BP hasn't funded Northstar development within a year alter the agreement is ratified,
our leases revert to the state.



HI".ind the Department of Natural Resources have negotiated .11t agreement Ih.it will facilitate
Northstar development while offering the greatest benefits to Alaskans. It is not an "incentive,"
a "concession, a tax break” or .1 "giveaway." The state "loses" nothing by dropping the net-
Frofits tax from Nortlistar leases, because the field would never be developed with its current
ease terms. On the contrary, it Yuing from earlier development, new jobs, new revenues and
access to new economic development opportunities. Our agreement maximizes benefits to
Alaskans and provides the only means to ensure Northstar is developed now rather than
someday"...if ever,

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

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

President



April 4.1996

Senator Loren Leman
via fax

Dear Loren:

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

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

The problem for the state was that the lease was then prohibited from
development by a contract written for a much larger field than actually exists
there. The state entrapped itself. Net profits leases fail to take Murphy’s Law
into account. Fortunately the Legislature is in a position to correct the problem
and put this vital small field in»0 production. Thanks for the time and effort you
have put into this issue.

I look forward to seeing you at tho State Convention.

Sincerely.

Tom Brennan

313 Wmi norvod Avcrtua. A/xctoog*. AK 99501 (9071 276-1397 'AX <6Q7I 276 790/
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Mike Bruner

341 E. 23 rd Ave

Anch.. Ak. 99503
4/28/96

Dear Legislator:

Does the Northstar legislation resemble the Teapot Dome oil scandal?

From: The Worldbook Encyclopedia 1996. “Teapot Dome was one of the most
notorious government scandals in United States history. It occurred in the
Administration of President Warren G. Harding and contnbuted to his low standing
among U.S. Presidents.

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

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

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

Some drect emotes from the Senate Resources Committee Substitute for SB
318 (Northstar Lease Amendment) . BP Exploration (Alaska) inc's. president Mr.
Morgan, has testified. "In making that aquisttion [purchase of the Northstar leases) we
did understand and it was dear to us that the issue of net profit leases presented a
problem, and a problem would reed to be overcome with the state if development was
to proceed." (Page 5 daft). ‘Both BP Exploration (Alask a) Inc.'s President. Mr. Morgan,
and Department of Natural Resources Commissioner Shively have testified that at
sometime between January and April 1995. before he Deparimento fP atra f
Resources approvalo fBP Expbraton (Afaska)inc.s revsed Pfan o fDevebpm ent
andexensobn fortre NorhstarUni BP Expbrabn (Akska) inc apprachedhe
adm nstaoon. asking thatit supportthe rxxrporaton o fpronsrons hatnoddakiv
the commsbnero flhe Deparnm ento fN a traiResourcesto m odfy net p ro fishare
m s of ol and gas leases in the royalty modfication legsfation that the
administration had requested last session (HB 207)." (Page 11 daft). However, under



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

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

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

What happens if the state does nothing and waits fa BP’s new development
agreement to expire in April of 19987 Alaska could require BP to develop the leases
and either start produang oil a the leases would revert back to the state. How much
money would Alaska make if we rdeased Nathstar? Alaska onginally charged a fixed
bonus of $15 million fa the leases. Without this fixed bonus amount, and with a
competitivdy bid bonus. Alaska can make an analogy based upon the $381 million
dollars the Federal Government redeved as a competitively bid bonus in 1980 for its
two Northstar leases. ‘Based upon its review of the bonus revenue reaeved fa the



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

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



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

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

Is the Northstar legislation unconstitutional? Ak. Const.; Article 8; Sec. 2: * The
Egshture shabrovde forthe utkaton, devebpment and conservaibon o fa i
natairesorces bebnghg o the Stak, nducng nd and watrs, fo rthe maxmum
benetotispeopk.’ Inthe aforementioned, shall does not mean may and
conservation means wise use. The state leased the ail rights at the Northstar field
pursuant to the constitutional mandate to obtain the maximum public benefit. There
has to be some some equal exchange - or mutuality of consideration - in order to make
a material change in a competitively bid contract, the benefits cannot be one sided.
Thete sts thatif he peopk o fAhskaredeve he maxmumpubk benethen it b
conshubond andiBPreaeves he maxmum benefiom renegoaing u”se



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

Was our row deceased famer U.S. Senata and statesman clairvoyant? From.
‘Alaska's Constitutional Convention", by Victa Fisher (also a delegate to Alaska's
constitutional convention and famer state senata) at page #130 and 131, "Bartlett.
Alaska's delegate in Congess. urged the convention to protect Alaska from the robber
baron philosophy ... that had worked against Alaska in the past. He pointed out that
while Alaska had experienced exploitation on a gand scale, the potential fa future
exploitation of natural resources of was infinitely geater than anything the state had
over seen to date.... Two very real dangers are present. The first, and most obvious,
danger is that of exploitation under the thin guise of development. Thetaking o f
Abska s m nerallesources wihoutkeaving some reasonabkeretum fo rthe supporto f
Alskas govemm entalservices andthe use o faHthe peopk n Alhska w Imean a
betrayaih the adm nstaton o fihe peopk $ wealh. The seconddangers that
ousde nierests, deemnedi stfie anydevebpm intn Alhska whch m ghtcompeie
wrh theractvies esewhere, w flatem ptto aqure greatareaso fAkhskaspubk
Bndsin orderNOTi devebp hem u ntisuch im e as. n the omnpotence endthe
pursuance o fherownnterest, theysee ft.’

Does the uncompetitive bidding in the Teapot Dome oil scandal compare to the
uncompetitive bidding in the Northstar oil scandal? Does it take a Harvard MBA to see
the corruption involved? Rep. Kay Brown amply described the correct sentiment in a
similar piece of oil legsiation in a floa debate when she said. Madam speaker, h s 5
notaparershp. Thes whatabufdoesto acow r

Mike Bruner

(Reply requested.)
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DATE; April 26, X996
COMPANY : Alula State Legislature FAX U: 907-465-3810
ATIN: Senator Loren Leman FROM: Larry Fisher
NUMBER OF PAGES ATTACHED TO THIS LEAD SHEET; NONE
REFERENCE ; Northstar
MESSAGE:

Dear Senator Leman,

Sometime ago, I wrote a letter to ntmy individual Repn-tentative* and Senator* expressing
BW/I1P"r corporate support to the No,Hu tar project Recently, | have read in the news at
the legislature has modified the origin.® agreement somewhat in an attempt to strengthen BP"s
verbal commitment to hire Alaska and utilize Alaska businessex to support this project We
applaud the legislatures efforts to insure Alaska and Alaskan®s get a fair shake on these issues
with BP but we bellevr there is only so much a corporation can do and remain competitive
in a global market

We know of lost opportunities in our line of business that BP currently docs not a/Toni us.
This of course is upsetting but wo believe only through offering coothnwd quality,
responsiveness and competitiveness will everyone come oat a winner. BW/IP as a
corporation understands BP*i present commitment regarding local hire and utilization of
Alaska businesses for Northstar tod agrees with it

We urge the individual Representatives and Senators such as yourself to continue the process
of making sure the Northstar development moves ahead to give the State of Alaska, Alaska
workers and Alaska businesses at .cast the opportunity to expand with a potends* new era of
development on die North Slope.

FAX NUMBER (907) 376-0556 TELEPHONE (907) 37S-0550

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

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

Subject: BP's Northstar agreement with the Stare of Alaska

Dear Senator Leman,

I'm sure like other company's who heavily rely on the oil
industry in Alaska, my letter will echo many others you may
receive in regards to the subject matter. BW/IP International
Inc. came to Alaska three years ago to establish our 10th
aftermarket repair service center in the United States. BW/IP
manufactures industrial pumps in several U.S. and international
locations. TKis equipment is used throughout the world in all
types cf industry. The Wasilla Service Center currently employ's
18 full time Alaska based employee's with an annual payroll

exceeding $750K.

Our employee's applaud Governor Knowles and his efforts to keep

Alaska open for business and moving forward. The Northstar
agre°ment as ve understand it represents change in previously
established terms and conditions. Terms and conditions that may

have been realistic in the past but if adhered to today would
simply block needed new development on the North Slope with this
project and possibly other marginal fields.

As |I'm sure you are very much aware, the survivors of tomorrow

will have to thrive on change to compete in a more global economy
and our employee's urge the State Legislature to accept the
challenge of change. Northstar without a doubt will be good for

Alaska's future and assuming the legal issues surroundina this
agreement are acceptable; we urge the State Legislature to
quickly in a by-partisan effort review, report,” and act
positively in a timely manner cn the Northstar agreement.

Operations Managqger
BW/IP International Inc
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April 16, 1996

Honorable Loren Leman
Alaska State Senate

State Capitol

Juneau, Alaska 99801-1182

Dear Senator Leman:

It seems that every year lend up writing you a letter during the closing days of
the session. Today, lam writing to voice my support for SB 318, the legislation
that would allow the Northstar oil field to be developed.

Since your committee has hold extensive hearings on the bill. 1 won't belabor
the benefits of Northstar. 1will simply observe that if there was ever a time when
we needed to develop new sources of revenue, jobs and business for the stato,
this is it. And Northstar holds the promise of all of these benefits.

From the papers I note that you have found the bill “acceptable.” 1think it is
more than that. Itis a good deal for the state, and a fair deal for BP. Come on
Senator, try and be more enthusiastic about a project that will pump a billion
dollars into our economy over the next 15 years. We just don’t have that many
opportunities on our horizon.
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CLIFF BURGLIN April 12, 1996
WEST SAK s« UGNU/HEAVY OIL » NORTH STAR

This column will aodress the s*cr*t dealings bctu««n BP,
Arco, Exxon, politicians and bureaucrats of the- State of Alaska.
a7 might ask who iIc representing the citizens of Alaska? The
answer would be undeniably: NO ONE!

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

y8 51 s L _c:yS ijljiL!ly NQI-5P yAyy 8 b6LLQy 311.

BF senior personnel have been quoted by the news media as
saying that the reason that heavy oil can be produced for si.80
per barrel 1is that the wells can be drilled from existing pads at
the Milne Point Unit.

There are over 90 pads on the North Slope stretching from
the Naval Pet Reserve 4. to ANWR. If half of these pads (20
wells per pad) produce 10,000 barrels of heavy oil per day, that
would be 450,000 barrels per day from total production of
1,400,000 barrels per day from which the state would receive no
revenue for fTive (6) years.

IT Alaskans are led to believe that there Is a budget crunch
now, think aboutreceiving no revenue for five (6) years for at
least one third of the. oil produced on the North Slope.
Remember, according to BP officials, wherever there i1Is a pad,
there iIs infrastructure. Most of these pads are closer to the
pipeline than are the pads to which BP Is referring at Milne
Point. I will credit Commi rsioner Shively and the Director of
Oil and Gas, Ken Boyd, for opposing this blatant legalized
;obbery authorized in HB 225 that has already passed the State
ouse.

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

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

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

the expense of every Alaskan.

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

In exchange for this benevolence, £00,000 Alaskans will be
hit with every conceivable tax and fee by State politicians and
bureaucrats. These tares and fees will not reduce tne so-called
deficit but will put hundreds more on the State payroll. A word
of warning to our State politi."i1ans. After HB 315 iIn passed,
Arco, Exxon, BP, and Alyeska will not only have no respect for
you, the/ will have no further use for you.

NQEITCLSIAR

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

200 million barrels of high grade oil.

Governor Knowles, our legislators, ar.d state employees were
i:ecﬁed and hired to represent and serve all of the people In
aska.

I authorise any of you wno will take the time or trouble to
make a copy of this article and send 1t to Governor Knowles and
your elected repreewntatlve«.
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cLirr mmauiN March a.

Another Indication of Additional billions of
Darrals of North Slop* O1l Rasarvas

Thar# ara_many l«rg» _and emall companlas who own minor
sharas of tha Prudho* Day oil, and tha Uonu, Wast Bak, Kuparuk,
and othar oil fTormations within tha Prudho* Day Unit araa.

Soma“of tha Urgtr companlas with amallar 1intaraats ara
Hob 11, Chavron, _Taxaco/Amoco, Shall, Union, Amaracio Hass,
Ptnnxoll and Phlillps.

Ona of thaaa companlas__who** _production Is two thousand
barrals ar day wants to sail 1ts 1i1ntarast. It has assamblad a
packaga that 1\~ has aant out to Intarastad potantlal buyars.

In tha salaa packat sant out by this lalllng company ara a
description of 1ts Intarasts as wall as an acclUrata documantad
foracast as__to_. how Ion its two _thousand _barrals par. ay
eroductlon will last. DaSad on this inslda_ information availabla
to an¥ company. Including Arco-Exxon and DP, this company statas
in Its sailin information ackat that Its small portion of
Prudhoa Day will ba capabla of producing at 1ts rasant_rata of
two thousand barrals par day for at laaat 76_yaars. Miami Arco—
%xxon an% DZZ ara WI||+Rg to gﬁtlmata prod%ﬁtiﬁn at pras%pt ratas

or u 0] aars . ] othar ownar wi a sapa Jnformagion

? } y f%ls Is %6 yaars Wlf% no addltlonaT dlscovarfag-
1.3 million barrals par dsy_ for 76 yaars _Indlcatas provan
produclbla rasarvas as of now of ovar 33 HilliTi0-b

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

Look _ for man¥ larga ol1l company margars. Ramashar, avary
o)

margar will maan war “quality, hlghar prleas, fawsr Jobs, and
poorar sarvlca.

Tha six ramalnln slstars a
rlchast and most _ puw rful}, Sha
d of Call,

r
|
Taxaco, Chavron (Standar

Exxon__ (by far tha largast,
Mobil = (Standard of “NV),

nd DP.

sp Is tha amallast of tha six and for many raasons_ tha most
apt to_ba margad with ona of tha_ largar companlas. Mobil 1s tha
most Hlikaly, Dbut Shall ts a daftnlta possibility.

If Mobil _ands up with BP"s Alaskan haqldings, i1t will put
ovar 93X of Alaska"s North Slop* rasarvas iIn tha hands_of thraa
T rmar Rockafallar companlas, _Exxon—Arco and Mobil. _Mobil or any
othar company with whom DP might marga would also_ inharlt DP'S
controlling 1Intarast in ACPZO. DP*s Holdings In ANWR would
also ba includad In any margar.

a
|
a

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

Alankans. s part of tha lobal Econom Alaska®"s trillions o
do ?ars wortﬁ 0 rasourcas %ou?g ba toté%T% ungar tha contcof o¥

tpa anted Nations® Ona World Qovarnmant. o would avary citlxan
of Alaska.

Think about It and taka tlma to writ* your alactad
raprasantatlvas o protast this masslva transfar” of Alaska®s
waalth (our wealth afora It°s too latat
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Corporation
601 W 5th Avonuo. Su.to 200 « Anchorago, AK 99501-2225 « (907) 279-5516 Focoimilo '907) 272-5060

Sent Via Facsimile

Office of the Preoldont

April 24. 1996

The Honoiable Loren Lehman
Chairman _
Senate Resources Committee
State Capitol, Room 113
Juneau. AK 99801-1182

Dear Chairman Lehman,

Calista Corporation is in favor of Senate Bill 318, North Star Oil Figld Lease
Agreement, with provisions for local and in-state cont,ractln% ability. Our
state must continue to work toward geveloping new projects t0 stabilize the
future of our economic health and well being.

Qver the lifetime of the lease of Northstar Qil Field, the state muyst continue
t% oversee exPIoranon an rProductlon costs, and a fair taxation process
should be equivalent to Prudhoe Bay exploration and production costs.

We hope this Bill will be an incentive for continued progress by our state to
work \Bﬁh the oil companiaes In other ffle‘ds on the Ngrthq Sfope.y

Sincerely.
CALISTA CORPORATION

Matthew Nicolal
President

cc.  Governor Knowles
Senator Lyman Hoffman
Senator Gcorgianna Lincoln
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APR 10 199

April 5. 1996

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

Dear Senator Leman;

| am writing to you in support of the lease change on the Northstar leases. 1f we do not
encourage BP to act now. it is likely that the leases will expire with no activity and he re
leased. This would delay the production for a number of years and probably not increase

revenue to the State.

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

Thank You.

JA  /m
llarrvAlcDonald
President

Anchorogo + Sotdotna ¢ Seward e« Fairbanks ¢ Prudhoo Bay



