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Introduction

While the federal government and private sector continue examining the potential for
crude oil exports, existing regulatory authorities unequivocally allow petroleum exchanges
today, which may provide a very limited escape valve over the near-term. Light tight oil
and condensate produced in shale plays could be transported to nearby nations in return
for heavier crudes that could be processed in U.S. refineries. Neither a presidential finding
nor a Commerce Department rulemaking would be required. Exchanges cannot solve the
mismatch between refineries geared to process heavy crudes and record production of
lighter grades of petroleum, but they would be a partial measure that could help alleviate
some of the glut.1

This report summarizes the existing regulatory framework surrounding exchanges and
offers precedent from the administrations of Presidents Richard Nixon, Gerald Ford, Jimmy
Carter, Ronald Reagan, George H.W. Bush, and Bill Clinton.

The Regulatory Framework

The overall architecture of “the ban” on crude oil exports provides for numerous
exceptions to the general prohibition, including (but not limited to) exchanges and
temporary exports, which are consistently and explicitly described in the relevant statutes.
The Mineral Leasing Act, for example, puts it this way:

“except such crude oil which is either exchanged in similar quantity for
convenience or increased efficiency of transportation with persons or the
government of an adjacent foreign state, or which is temporarily exported for
convenience or increased efficiency of transportation across parts of an adjacent
foreign state and reenters the United States.”? [emphasis added]

The Short Supply Controls outline a complicated transaction that requires a three-part test
as one potential exchange or “swap,” but the exchanges envisioned above are actually

'Fora general discussion, see Phillip Brown, et al, “U.S. Crude QOil Export Policy: Background and Considerations,”
Congressional Research Service (R43442). See also Sen. Lisa Murkowski, A Signal to the World (January 7, 2014):
http://1.usa.gov/1eiQles. For further details, also see License to Trade: Commerce Department Authority to Allow
Condensate Exports (April 2, 2014): http://1.usa.gov/QDF1Tx; and Past is Precedent: Executive Power to Authorize
Crude Oil Exports (March 3, 2014): http://1.usa.gov/1fC8fM.J.

%30 U.S.C. 185(u). See Appendix A.
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governed by other language in the regulations.3 The Bureau of Industry and Security
already has determined that these much simpler transactions - crude-for-crude, barrel-for-
barrel exchanges with “adjacent foreign states” - are in the national interest. The
regulations note that, in addition to several other exceptions described in the regulations,
the Commerce Department will approve:

“(ii) Exports involving temporary exports or exchanges that are consistent with the
exceptions from the restrictions of the statutes listed...”4

Excerpts from the relevant laws are printed as a supplement to the Export Administration
Regulations and available for review in Appendix A of this document.>

The Northern Tier Exchanges

Amid the extraordinary oil supply crisis of the 1970s, the National Energy Board of Canada
announced that it would phase-out crude oil exports to the United States, reducing volumes
from nearly 791,000 barrels per day in 1974 to exactly zero by 1982. A study by the U.S.
Federal Energy Administration in 1976 noted:

“These planned reductions, coupled with decreasing local crude production and
projections for increased petroleum product demand in the Northern Tier,
emphasize the need for alternative supplies of crude oil.”

In short, refineries in the Northern Tier - Michigan, Minnesota, Montana, North Dakota,
Washington, and Wisconsin - were losing an important source of crude. The federal
government considered a variety of solutions, including the construction of additional
pipelines to bring crude in from other parts of the country (e.g., Alaska). The FEA study also
considered short-term approaches:

“Another potential solution depends on the ability of U.S. refineries to negotiate
exchange agreements with Canadian refineries...Exchanges appear on the surface to
be an economic alternative that should prove to be beneficial to both the United
States and Canada, because of the lower transportation costs.”

This idea, earlier recommended by a bilateral working group organized by the U.S. and
Canada in 1975, was implemented. The Canadian National Energy Board and the U.S.
Departments of State, Commerce, and Energy (or its predecessor, the FEA) were all
involved in the licensing process. A report by DOE noted in 1979:

® The three-part test is discussed at 15 C.F.R. §754.2(b)(2)(i).

* The simpler exchanges are discussed at 15 C.F.R. §754.2(b)(2)(ii).

> The complete Short Supply Controls are available online: https://www.bis.doc.gov/index.php/forms-
documents/doc_view/425-part-754-short-supply-controls.
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“These exchanges were developed without formal international agreements;
they are the product of commercial practicalities and the long-standing tradition of
U.S.-Canadian cooperation.” [emphasis added]

For example, crude produced in the U.S. or imported from abroad could be delivered to
Ontario and Montreal in eastern Canada; in return, an equal volume of crude produced in
Alberta could be delivered to the Midwest. Licenses were initially issued each quarter, but
the program later adopted an annual system. Aggregate licensed volumes for these
exchanges - typically in the 50,000-100,000 barrels per day range - exceeded actual
shipments.

The program was initiated in August 1976 by the Ford administration and continued into
the Carter and Reagan administrations. It was discontinued following President Reagan'’s
national interest finding in June 1985 authorizing oil exports to Canada. Exact numbers are
not available, but tens of millions of barrels were exchanged back-and-forth across the
border during this nine-year period.

Excerpts from the FEA and DOE reports are available in Appendices B and C.
Temporary Exports to Central America

The Ford and Carter administrations considered additional measures in the short-term and
long-term to alleviate the Northern Tier refinery problem. The discussion included the
shipment of West Coast crude from Alaska or California down the Pacific Coast, either
cutting across the isthmus of Central America or circumnavigating the entire South
American landmass to reach the Caribbean or Gulf and East Coasts of the United States.

There were several options for traversing Central America. The Panama Canal is unable to
accommodate supertankers, which are the most efficient way of transporting oil over the
ocean. The Energy Department explained what was necessary in a study published in 1979:

“Presently, virtually all of this crude oil is being shipped through the Panama Canal
to U.S. ports via temporary transfer operations. Two Very Large Crude Carriers
(VLCCs), anchored off the west coast of Panama, serve as floating storage and
transferal facilities for moving Alaskan crude oil to smaller carriers capable of
passing through the Canal.”

U.S. companies eased this cumbersome process by building an onshore “transshipment
terminal,” where VLCCs could offload the oil for pickup by the smaller ships.

Pipelines were considered as another method for shipping oil from the Pacific to Atlantic
coasts of Central America. An analysis produced for the Federal Energy Administration in
1976 suggested the construction of a new pipeline system within the Canal Zone, rather
than co-opting existing military infrastructure. The report also considered a pipeline across
Guatemala, which would include deep-water ports on either side.



The Energy Department examined an updated trans-Guatemala proposal in 1979. The
study noted that the pipeline would serve mostly Alaskan crude, but also volumes from
Indonesia and South America. The report noted:

“To preserve the ‘domestic integrity’ of the U.S. crude oil, DOE [Department of
Energy] proposes that both ports and the pipeline right-of-way be declared an
international free trade zone under a 40-year lease agreement with Guatemala. The
oil would be reloaded into U.S. tankers for delivery to U.S. Gulf and east coast
refineries at the northern [i.e., Atlantic] end of the pipeline.”

Earlier ideas for transporting Alaskan crude to the Atlantic Ocean, separate from the
Northern Tier refinery issue, included pipelines across Costa Rica and Nicaragua.® Whether
these received serious consideration by the U.S. government is unknown. Ultimately, a
pipeline across Panama - outside the Canal Zone - was constructed in 1982. In any event,
these onshore movements - whether by pipeline or for onshore transshipping - technically
constituted “exports” of oil, but were of a temporary nature and therefore permissible by
the Commerce Department regulations. Essentially, Panama is regarded as an “adjacent
foreign state” for the purposes of shipping Alaskan crude to the East Coast.

Excerpts from the FEA-commissioned report and DOE study are available in Appendix D
and E, respectively.

The Japan Proposal(s)

Exporting Alaskan crude oil to Japan was considered as early as the Nixon administration.
In 1971, the Interior Department published an analysis of the Trans-Alaska Pipeline that
concluded any foreign exports would be “temporary” as a result of rising California
demand. The study described a potential transaction in the near-term, however:

“Alaska oil exported to Japan at the market price could be exchanged for currently
cheaper imported Middle East or Venezuelan oil delivered to the Gulf Coast or East
Coast.”

In 1977, the Federal Energy Administration published a study that analyzed various
aspects of Alaskan North Slope crude production and sale. One possibility assessed in the
report was a three-way exchange with Japan and the Persian Gulf. The report estimated
significant potential savings in transportation costs. The proposal was later modified to
include Mexico instead of the Persian Gulf. In April 1979, Energy Secretary James
Schlesinger estimated “swaps” would increase federal revenue by $8.5 billion over 20 years
and boost production by as much as 600,000 barrels per day. He wrote to Congress:

“The Administration is not proposing that any U.S.-produced oil be exported, but
rather seeking to assure that the President and the Congress are not unduly

e See, for example, “Panama, Costa Rica Fight for Pipeline,” Chicago Tribune (February 14, 1971); and “Pipeline in
Nicaragua Proposed As a Link in Moving Alaska Qil,” New York Times (December 8, 1969).



constrained in considering such action should it be in the national
interest...Nonetheless, it is conceivable that swaps of Alaskan North Slope crude oil
will become necessary at some time to induce additional Alaskan and West Coast
production and to improve efficiency.”

In May 1979, President Carter and Japanese Prime Minister Ohira created the Japan-United
States Economic Relations Group, tasked with producing a set of recommendations for
enhancing bilateral ties between the two countries. Published in January 1981, the Group’s
report included the following recommendation:

“To improve the efficiency with which currently available petroleum supplies are
transported and used, there should be a change in United States policy to allow
Alaskan oil which is surplus on the United States West Coast to be exported to Japan
in exchange for other oil already committed to Japan.”

Ultimately, the Reagan administration issued a national interest finding in 1985
authorizing exports of oil from Alaska’s Cook Inlet, and a broader exception for Alaskan
North Slope crude was created in the 1994-96 period by Congress and President Clinton.

Excerpts from the Interior Department and FEA reports are available in Appendices F and
G, respectively. Secretary Schlesinger’s letter and the Economic Relations Group’s report
are available in Appendices H and I, respectively.

Conclusion

Vast historical precedent exists for the authorization of oil exchanges between the United
States and nearby nations. An exchange program between the U.S. and Canada functioned
for nearly a decade, supported by three administrations from both political parties.
Temporary exports through Panama have been authorized by successive administrations
from at least President Carter to President Clinton, and such exports are even occasionally
authorized today. The term “adjacent foreign state” has typically included Canada, Panama,
and Mexico, but the record suggests that a more flexible interpretation could include other
Latin American and Caribbean nations - and multiparty transactions could incorporate
exchanged crude oil from producers around the globe. A broader liberalization of the crude
export regime would still be necessary to protect jobs and production, but exchanges are
relatively simple measures that could be taken now to provide some relief.
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SUPPLEMENT NO. 3 TO PART 754 - STATUTORY PROVISIONS DEALING WITH
EXPORTS OF CRUDE OIL

[The statutory material published in this
Supplement is for the information of the reader
only. See the U.S. Code for the official text of
this material.]

PUBLIC LAW 104-58

SEC. 201 EXPORTS OF ALASKAN NORTH
SLOPE OIL

Section 28 of the Mineral Leasing Act (30
U.S.C. 185(s)) is amended by amending
subsection(s) to read as follows:

“EXPORTS OF ALASKAN NORTH SLOPE
OIL

(1) Subject to paragraphs (2) through (6) of this
subsection and notwithstanding any other
provision of this Act or any other provision of
laws (including any regulation) applicable to the
export of oil transported by pipeline over
right-of-way granted pursuant to section 203 of
the Trans-Alaska Pipeline Authorization Act (43
U.S.C. 1652), such oil may be exported unless
the President finds that exportation of this oil is
not in the national interest. The President shall
make his national interest determination within
five months of the date of enactment of this
subsection. In evaluating whether exports of
this oil are in the national interest, the President
shall at a minimum consider--

(A) whether exports of this oil would diminish
the total quantity or quality of petroleum avail-
able to the United States;

(B) the results of an appropriate environmental
review, including consideration of appropriate
measures to mitigate any potential adverse
effects of exports of this oil on the environment,
which shall be completed within four months of
the date of the enactment of this subsection; and

Export Administration Regulations

Bureau of Industry and Security

(C) whether exports of this oil are likely to
cause sustained material oil supply shortages or
sustained oil prices significantly above world
market levels that would cause sustained material
adverse employment effects in the United States
or that would cause substantial harm to
consumers, including noncontiguous States and
Pacific territories.

If the President determines that exports of this oil
are in the national interest, he may impose such
terms and conditions (other than a volume
limitation) as are necessary or appropriate to
ensure that such exports are consistent with the
national interest.

(2) Except in the case of oil exported to a
country with which the United States entered into
a bilateral international oil supply agreement
before November 26, 1979, or to a country
pursuant to the International Emergency Oil
Sharing Plan of the International Energy Agency,
any oil transported by pipeline over right-of-way
granted pursuant to section 203 of the
Trans-Alaska Pipeline Authorization Act (43
U.S.C. 1652) shall, when exported, be
transported by a vessel documented under the
laws of the United States and owned by a citizen
of the United States (as determined in accordance
with section 2 of the Shipping Act, 1916 (46
U.S.C. App. 802)).

(3) Nothing in this subsection shall restrict the
authority of the President under the Constitution,
the International Emergency Economic Powers
Act (50 U.S.C. 1701 et seq.), the National
Emergencies Act (50 U.S.C. 1601 et seq.), or Part
B of title 1l of the Energy Policy and
Conservation Act (42 U.S.C. 6271-76) to prohibit
exports.

January 29, 2014
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(4) The Secretary of Commerce shall issue any
rules necessary for implementation of the
President’s national interest determination,
including any licensing requirements and
conditions, within 30 days of the date of such
determination by the President. The Secretary
of Commerce shall consult with the Secretary of
Energy in administering the provisions of this
subsection.

(5) If the Secretary of Commerce finds that
exporting oil under authority of this subsection
has caused sustained material oil supply shortage
or sustained oil prices significantly above world
market levels and further finds that these supply
shortages or price increases have caused or are
likely to cause sustained material adverse
employment effects in the United States, the
Secretary of Commerce, in consultation with the
Secretary of Energy, shall recommend, and the
President may take, appropriate action
concerning exports of this oil, which may include
modifying or revoking authority to export such
oil.

(6) Administrative action under this subsection
is not subject to sections 551 and 553 through 559
of title 5, United States Code.

MINERAL LANDS LEASING ACT
30 U.S.C. 185(u)

Limitations on export

Any domestically produced crude oil
transported by pipeline over rights-of-way
granted pursuant to this section, except such
crude oil which is either exchanged in similar
guantity for convenience or increased efficiency
of transportation with persons or the government
of an adjacent foreign state, or which is
temporarily exported for convenience or
increased efficiency of transportation across parts
of an adjacent foreign state and reenters the
United States, shall be subject to all of the
limitations and licensing requirements of the

Export Administration Regulations

Bureau of Industry and Security
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Export Administration Act of 1979 (50 U.S.C.
App. 2401 and following) and, in addition, before
any crude oil subject this section may be exported
under the limitations and licensing requirements
and penalty and enforcement provisions of the
Export Administration Act of 1979 the President
must make and publish an express finding that
such exports will not diminish the total quantity
or quality of petroleum available to the Unites
States, and are in the national interest and are in
accord with the provisions of the Export
Administration Act of 1979: Provided, That the
President shall submit reports to the Congress
containing findings made under this section, and
after the date of receipt of such report Congress
shall have a period of sixty calendar days, thirty
days of which Congress must have been in
session, to consider whether exports under the
terms of this section are in the national interest.
If the Congress within this time period passes a
concurrent resolution of disapproval stating
disagreement with the President's finding
concerning the national interest, further exports
made pursuant to the aforementioned Presidential
finding shall cease.

NAVAL PETROLEUM RESERVES
PRODUCTION ACT
10 § 7430(e)

Any petroleum produced from the naval
petroleum reserves, except such petroleum which
is either exchanged in similar quantities for
convenience or increased efficiency of
transportation with persons or the government of
an adjacent foreign state, or which is temporarily
exported for convenience or increased efficiency
of transportation across parts of an adjacent
foreign state and reenters the United States, shall
be subject to all of the limitations and licensing
requirements of the Export Administration Act of
1979 (50 U.S.C. App. 2401 et seq.) and, in
addition, before any petroleum subject to this
section may be exported under the limitations and
licensing requirement and penalty and
enforcement  provisions of the Export

January 29, 2014
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Administration Act of 1979, the President must
make and publish an express finding that such
exports will not diminish the total quality or
quantity of petroleum available to the United
States and that such exports are in the national
interest and are in accord with the Export
Administration Act of 1979.

OUTER CONTINENTAL SHELF LANDS
ACT
43 U.S.C. 1354

(a) Application of Export Administration
provisions

Except as provided in subsection (d) of this
section, any oil or gas produced from the outer
Continental Shelf shall be subject to the
requirements and provisions of the Export
Administration Act of 1969. Note that the
Export Administration Act of 1969, referred to in
paragraphs (a) and (b) of the Supplement,
terminated on September 30, 1979, pursuant to
the terms of that Act.

(b) Condition precedent to exportation; express
finding by President of no increase in reliance
on imported oil or gas

Before any oil or gas subject to this section may
be exported under the requirements and
provisions of the Export Administration Act of
1969, the President shall make and publish an
express finding that such exports will not
increase reliance on imported oil or gas, are in the
national interest, and are in accord with the

Export Administration Regulations

Bureau of Industry and Security

Supplement No. 3 to Part 754-page 3

provisions of the Export Administration Act of
1969.

(c) Report of findings by President to Congress;
joint resolution of disagreement with findings of
President

The President shall submit reports to Congress
containing findings made under this section, and
after the date of receipt of such reports Congress
shall have a period of sixty calendar days, thirty
days of which Congress must have been in
session, to consider whether export under the
terms of this section are in the national interest.
If the Congress within such time period passes a
concurrent resolution of disapproval stating
disagreement with the President’s finding
concerning the national interest, further exports
made pursuant to such Presidential findings shall
cease.

(d) Exchange or temporary exportation of oil
and gas for convenience or efficiency of
transportation

The provisions of this section shall not apply to
any oil or gas which is either exchanged in
similar quantity for convenience or increase ef-
ficiency of transportation with persons or the
government of a foreign state, or which is
temporarily exported for convenience or
increased efficiency of transportation across parts
of an adjacent foreign state and reenters the
United States, or which is exchanged or exported
pursuant to an existing international agreement.

January 29, 2014
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FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

AUG 2 1976

OFFICE OF THE ADMINISTRATOR

Honorable Nelson A. Rockefeller
Pregident of the Senate
Washington, D,C. 20510

Dear Mr. President:

Enclosed is the report on the Crude Supply Alternatives for the
Northern Tier Staies, as requested by the Senale Appropriations

Commitiee In the T'ederal Energy Administration (FEA) budget
appropriation,

The phaseout of oil exports from Canada will create a supply
problem for the Northern Tier States which requires an early
solution. Short-term scolutions to the Northern Tier problem are
the subjecl of an ongoing study by the I'EA., The FEA allocation
program, exchanges and expansion of current pipeline capacity
into thie Northern Tier appear to be the most viable solutions to

the short-range problem. The FEA is encouraged by the proposals
being made by private industry for supplying the area for the long
term and believes that no legislation or Government involvement

is necessary beyond the current crude oil aliocation program,

This report has been developed with the cooperation of the States
of Washington, Montana, North Dakota, Minnesota, Michigan and
Wisconsin, as well as the Departments of the Interior and
Transportation, the Environmental Protection Agency, and the
National Oceanic and Atmospheric Administration.

I am also enclosing a copy of our coniractor's report on this subject,
The viewpoints, conclusions and recommendations of the contractor
are not necegsarily those of the FEA.
I hope you will find the report both useful and informative,
Sincerely,
. Zarb

Admimistrator

Enclosures




I. Intreduction

The Subcommittee on Interior and Related Agencies
Appropriations of the Senate Appropriations Committee in-
cluded funds in the Federal Energy Administration's (FEA)
Budget to finance a study to "assess the feasibility, cost,
and environmental aspects of alternative petroleum sources
and transportation systems for the Northern Tier States
(Washington, Montana, North Dakota, Minnesota, Michigan, and
Wisconsin) and to recommend steps the Federal government can
take to assure uninterrupted oil delivery to these states....
The study was conducted by FEA in cooperation with the
Departments of Interior and Transportation, EPA, NOAA and
the states concerned.

The Northern Tier states have refineries which depend
largely on Canadian crude sources. Declines in the produc-
tion of crude oil from local sources as well as projected
growth in the consumption of petroleum products emphasize
the need for alternative supplies of crude oil.

The objective of this study was then to assess the
feasibility, cost; and potential environmental, social, and
economic impacts of various alternate supply sources and
transportation systems for the Northern Tier area. With the
projected advent of Alaskan North Slope crude, economic
evaluations have included its introduction as a major
source for the Northern Tier area and have examined the
price implications of Alaskan crude oil. It should be
emphasized that this study is to determine long-term supply
alternatives for the Northern Tier area. An overall study
of transportation and distribution alternatives for Alaskan
0oll is being conducted under the auspices of the Energy
Resources Council and should be available for initial review
in the fall.

ﬁ This report describes the historical, current, and

' projected Canadian actions with regard to crude oil exports.
It analyzes the petrgleum supply structure for crude o¢il and
finished products affecting the Northern Tier; projects
demand forecasts for the U.S5. and for each of the six
Northern Tier States; and briefly discusses short-term
supply solutions for the Northern Tier States.

Finally, the report discusses potential obstacles to
implementation of each alternative with regard to (1) con-
struction lead time, (2) environmental considerations, and
(3) financial capability of private industry.




IT. Canadian Actions

The need for this study stems from the implementation
of announced plans by the National Energy Board (NEB) of
Canada to systematically reduce and eventually eliminate
Canadian exports of c¢rude oil to the United States.

When the Canadian government announced its curtailment
plans in late 1974, exports to the United States were
averaging about 800,000 barrels per day. Many of the
refineries using Canadian crude are located in Illinois,
Indiana, and Chio where supply alternatives exist through
pipelines from the Midwest, Southwest, and Gulf Coast. In
addition, refineries in Washington can receive crude oil by
tanker to replace Canadian imports.

The refineries in the Northern Tier area which have no
alternative sources of crude have been designated priority 1
recipients of Canadian o0il under FEA's allocation program.
These refineries now have a priority allocation of Canadian
0il for about 264,000 barrels per day. Reductions in
Canadian exports which have taken place and those projected
in the future are depicted in the following tabulation.

In making allocations decisions special attention will need
to be given to the characteristics of individual crude oil
streams available from Canadian producers.

ACTUAL AND PLANNED
YEAR CANADIAN EXPORTS TO UNITED STATES
(Thousands of Barrels Daily)

1974 791 Actual

1975 | 600 Actunal

1876 465 Planned
1977 255 Planned
1978 ie6 Planned
1979 85 Planned
19890 55 Planned
1981 5 Planned
1982 0 Planned

vi



These planned reductions, coupled with decreasing local
crude production and projections for increased petroleum
preduct demand in the Northern Tier, emphasize the need for
alternative supplies of crude oil.

ITII. Short-Term Opitions

As indicated by the above table, Canadian crude export
reductions for the short-term will result in product short-
falls as early as next year unless crude shortfalls from the
present level are filled by crude exchanges and product
shipments from other regions. One potential solution is an
initial phase in the expansion of the Williams Pipeline
system which delivers crude oil and petroleum products from
Tulsa, Oklahoma to the Minneapolis/ St. Paul area. Williams
Pipeline can expand existing facilities by late 1977 which
will provide additional capacity up to 130,000 barrels per
day into the Minnesota-Wisconsin area.

Another potential solution depends on the ability of
U.8. refineries to negotiate exchange agreements with
Canadian refineries. The Canadian Cabinet policy has been
one of only accepting U.S. produced oil for Canadian oil.
U.S. Government policy has been to remove disincentives to
commercial exchanges. In this regard, FEA requlations now
provide for waiver of the oil import fee when o0il is imported
from Canada pursuant to an approved exchange. In addition,
the Department of Commerce, in conijunction with FEA, has
developed standards and procedures for consideration of
export applications. Exchanges appear on the surface to be
an economic alternative that should prove to be beneficial
to both the United States and Canada, because of the lower
transportation costs. The amount of crude oil which is
available as a result of exchange agreements is uncertain.

vii




Cther possible short-term coptions include the use of
unit trains, barges and increased movement of crude oil
petroleum products into the area.

iV. Long-Term Options .

A. Description of Alternatives

There are a number of long-term supply sclutions
being proposed for the Northern Tier area. The most impor-
tant of these are:

1. Trans-Provincial Pipeline

This preoposal is for a new port at Kitimat, British
Columbia and a new 30~inch, 780-mile pipeline to connect to
existing pipelines at Edmonton, Alberta. U.S. refineries
would be served through the Interprovincial-Lakehead Pipeline
system and the Rangeland and Westspur pipelines which now
move Canadian oil to U.S. refineries. Developers claim
the pipeline could be initially operational with a capacity ;
of 300,000 barrels per day within 16 to 22 months after the i
implementation permissions and decisions are finalized. The :
eventual capacity of the pipeline could be 650,000 barrels
per day. The estimated cost of the pipeline as proposed by !
the sponsors is $418 million. The sponsors are most of the
Priority 1 refiners in the Northern Tier and the two maijor
Canadian pipeline companies.

2. Northern Tier Pipeline

This proposal is for a new 40/42-inch, 1,500-mile
pipeline from Port Angeles, Washington, to Clearbrook,
Minnesota, where it would connect to Minnesota Pipeline and
the Lakehead Pipeline. Developers claim the pipeline system
could be initially operational with a capacity of 600,000
barrels per day 24 months after the implementation permis-
sions and decisions are finalized. Eventual capacity could
be 800,000 - 1,200,000 barrels per day. The capital cost as
estimated by the developers is about $868 million. The
sponsors are a number of railroads, consulting firms and
small oil companies.

3. Williams Pipeline Company

The Williams Pipeline Company, which operates an
existing products pipeline system in the upper Midwest, has
proposed a phased expansion program. The major expansion

viii



would involve the construction of 500 miles of 24-inch pipe-~
iline from Oklahoma to Iowa and additional pumping stations
at an estimated cost of $145 million. This pipeline could
provide for 350,000 barrels per day capacity for crude oil
from Oklahoma to Minneapolis, Minnesota. This expansion
could be completed in 12-18 months. The proposed Williams
Pipeline proposal could receive oil from existing Gulf Coast
pipelines that connect to the proposed SEADOCK deepwater
terminal near Freeport, Texas. It could also receive oil
from pipelines which would connect to the proposed Sohio-El
Paso Pipeline stretching from Long Beach, California, to
Midland in West Texas.

4. Other Alternatives

Other long-term alternatives have alsc been con-
gidered. These are LOOP, SEADOCK, Trans-Guatemala, Trans-
Panama, and the movement of products inte the Northern Tier
area from refineries elsewhere in the U.S5. None of these
other alternatives would provide crude o©0il directly to the
Northern Tier area but would depend upon additional trans-
portation systems to deliver crude ©il or petroleum products
£0 the region.

B. FEconomic Comparison of Proposed Projects

The chief difficulty in analyzing the various alterna-
tives for supplying the Northern Tier area is the non-
comparability of the alternatives. For example, the Northern
Tier proposal calls for a larger pipeline than is required
to supply the six states in the Northern Tier. It would
potentially move crude oil to the Great Lakes area and
replace 0il now being received by Puget Sound refiners from
Canadian pipelines and by tanker. This prevents a direct
comparison with the Trans-Provincial Pipeline which is based
on supplying only the states of Méntana, North Dakota,
Minnesota, Wisconsin and Michigan. The Williams Pipeline
proposal would only supply Minnesota and Wisconsin.

As proposed by the sponsors, the Northern Tier Pipeline
would have a tariff from Port Angeles, Washington to Clear-
brook, Minnesota of $0.85 per barrel assuming a total project
capacity of 1,200,000 B/D into Port Angeles. The Bonner and
Moore study conducted for FEA calculates this tariff to be
$0.92 per barrel. The sponsors of the Trans-Provincial
Pipeline calculate a tariff of $0.66 from Kitimat, British
Columbia to Edmonton, Alberta assuming a capacity of 400,000
B/D. The existing tariff from Edmonton te Clearbrook is
$0.35 per barrel.
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A comparison of the two proposed northern pipeline
projects using these tariff calculations would yvield the
following results for delivery to Clearbrook, Minnesota.

Additional tanker cost
(distance between Kitimat
and Port Angeles from
Alaska)

Port Angeles to Clearbrook

Kitimat to Edmonton

Edmonton to (learbrook

Total

Trans-Provincial
(400,000 B/D)

Northern Tier
(1,200,000 B/D}

$0.14/bbl
$0.85~-92/bbl
$0.66
$0.35

$0.99-1,06/bbl $1.01/bbl

These tariff calculations are subject to variation as
volumes are adjusted and final engineering specifications

are developed.

The Trans-Provincial sponsors are presently

considering a larger size pipe which would increase its

potential capacity.

The Northern Tier project might be

scaled down if Puget Sound refiners are not served, or if
volumes for delivery to the Chicago area are reduced.

C. Economic Comparison of Hypothetical Projects

A direct economic comparison of the two pipeline pro-
posals which would serve the six Northern Tier States has
required the use of hypothetical pipeline investments based

upon a modification of each
When both pipelines
the same volume of 800,000 B
to both the interior dtates

tions.

Scund refineries,

project's proposed specifica-
are compared (1) on the basis of
/D at the port and 400,000 B/D
0of the Northern Tier and Puget
and (2) on similar pipeline investment

estimates, the hypothetical Northern Tier pipeline has a

tariff to Clearbrook, Minnes
$0.84 for a hypothetical Tra

addition,

octa of $1.11 as compared to
ns-Provincial pipeline. 1In
the tanker cost to Kitimat is about $0.14 per
barrel less than to Port Angeles.

These comparisons indi-

cate the impact of economy of scale and demonstrate the
importance of firm commitments for deliveries regardless of
which alternative is considered.



D. Envirconmental Considerations

In comparing the various alternatives for supply ocil to
the Northern Tier area, it is difficult to differentiate the
environmental impact of the alternatives. The report only
addresses certain environmental aspects of the proposed
projects. 8Specific environmental impacts will have to be
evaluated by the appropriate regulatory bodies during the
permitting process. All projects would involve a marine
terminal either in British Columbia, Washington, California,
Texas or Louisiana. The environmental impact at each terminal
site would depend upon existing environmental conditions,
adequacy of regulations, and the nature of the rescurces
which might be affected. All of the projects inwvolve the
environmental effects of pipeline construction. The Northern
Tier proposal would require 1,500 miles of new pipeline
construction, some of which would be along railroad right-
of-ways. Less disturbance due to pipeline reconstruction
would occur with the SOHIO/Williams combination which would
primarily utilize converted gas pipelines and existing crude
0il pipeline routes. Finally, the level of operations
associated with each proposal is subject to variation as
related factors such as pricing of Alaskan oil and processing
-preferences of refiners become known.

A precise assessment of environmental impact will
require specific knowledge of exact terminal location ang
pipeline route, both of which are subject to change as final
engineering and permitting occurs.

The key environmental issue associated with the Northern
Tier proposal concerns the construction and utilization of
an 01l receiving port at Port Angeles, as an alternative to
current tanker deliveries in the inner Puget Sound. The
issue of increased tanker traffic in Puget Sound and the
potential for oil spills has been the subject of considerable
attention from environmentalists, and the State of Washington.
However, it is not clearly established that relocating the
present oil receiving port to Port Angeles will result in an
overall environmental improvement. In fact, the State of
Washington has been opposed to the use of Port Angeles
solely as a trans-shipment port for supplving oil to other
Northern Tier states.

The environmental impact associated with the Trans-
Provingial alternative is uncertain since a full assessment
of the marine terminal site has not been undertaken. The
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proposed oil terminal at Kitimat will be near a relatively
small community which already has an aluminum plant. Selection
of Kitimat appears to avoid spawning streams, nursery areas,
and food supply. The waters are ice~free throughout the

year, very deep, and limited currently to ore boat traffic

for the aluminum plant.

Because the Schio proposal includes the development of
a tanker terminal in San Pedro Harbor, it must contend with
the problem of an already heavily burdened environment,
particularly with respect to hydrocarbon emissions. An
environmental impact statement for the Sochio project is
being prepared by the Department of the Interior. Draft
environmental impact statements for LOOP and SEADOCK have
been prepared.

E. Discussion of Inter-Relationship of Projects

A number of inter-relationships exist which can affect
the success of any of the proposed business ventures. Chief
among these are the obvious competitive market between the
Northern Tier proposal and the Trans-Provincial proposal.
The Sohio proposal is not considered to be in competition
with the other proposals as its main market is not the
northern states but the Gulf Coast states. The Williams
proposal is mainly a short-term solution which would supple-
ment in the long-term any northern crude oil pipeline route.

The price of Alaskan oil affects the relative economics
of West and Gulf Coast alternatives. The higher the price,
the more attractive Loop and Seadock become.

The timing for completion of construction projects in
connection with crude oil supply alternatives for the Northern
Tier is highly important chiefly because of the announced
Canadian schedule for export reduction and curtailment. The
following table shows the construction time estimates for
the major facilities involved. Time estimates for terminal
and pipeline are not cumulative, since these should be
constructed in parallel. Therefore, the largest figure
under either of the columns can be used as time to completion.
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CONSTRUCTION TIME ESTIMATES

TERMINAL & TANK FARMS PTIPELINE & PUMPING STATIONS
TIME IN CALENDAR MONTHS TIME IN MONTHS MILES OF PIPE

Trans-—

Provin-

cial 18-24 12-18 780
Northern

Tier 24~30 24-30 1,500
Sohio 24% 12 200
Williams 12-18 503
SEADROCK 32
LOOP 34

* Initial operation could begin in 12 months.
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The permitting process can, depending on the alterna-
tive being considered, have a major impact on timing since
conformity with the reguirements of a large number of govern-
mental agencies may be required. Estimation of permitting
time is extremely difficult to predict.

Since Canadians appear to favor the Trans-Provincial
alternative which will increase the flow through Canadian
pipelines, the approval of this alternative may involve the
least time delay. Permitting of the Trans-Provincial Pipeline .
by the Canadian NEB is expected to take 6 to 9 months.

The Northern Tier alternative could require the longest
approval time in view of the present court challenge of the
Washington State law regulating tanker size into Puget
Sound, the possibility of a court challenge of the Port
Angeles port site, and the probable need for a Federal
Environmental Impact Statement (EIS). The time required for
obtaining the necessary permits for the Northern Tier Pipe-
line proposal are very speculative, but would be at least 1
to 2 vears.

The backers of the Sohio proposal have applied for all
necessary permits and have agreed to finance the EIS that is
being prepared by the Department of the Interior. The final
EIS can be finished by early next year, and the decision on
the permits will follow.

In summary, the earliest replacement of Canadian crude
supply to some of the Northern Tier States would be by the
Williams Pipeline extension which could provide 130,000
barrels/day by 1978. This crude would not be Alaskan. The
earliest Alaskan crude could be transported into the Northern
Tier would be in 1979 or 1980--through the Trans-Provincial
pipeline or through the Sohio/Williams combination. The
full expansion of the Williams Pipeline to 350,000 B/D,
invelving new pipeline construction, weuld be possible in
the 1979 time frame. The Northern Tier pipeline route could
be available in 1980-81 if permitting is completed in late
1978,

F. Review of Factors Effecting The Various Projects

The primary factors effecting the various alternatives
are as follows:

e Trans-Provincial
—— Sponsor group includes most of priority 1
Northern Tier refineries who would be
shipper/owners. Canadian pipeline companies
are also sponsors. Financing would be through
participant companies.

=~ NoO apparent problems in siting of marine
terminal.
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Utilizes spare capacity in the Interprovincial
pipeline and existing pipelines serving Northern
Tier refiners.

Funding could be held up or stopped by possible
action on vertical divestiture.

All permitting handled by Canadian NEB.
Could be operating in 1979-80 if authoriza
tion received by end of 1977.

Economic benefits toc both Canadians and Americans
due to fuller utilization of existing pipelines.

Could supply Puget Sound with crude through
existing facilities of Trans-Mountain pipeline.

Could facilitate operatioh of exchange agree
ments with Canada.

Northern Tier Pipeline

Offers direct supply to all Northern Tier States.
Size exceeds needs of Northern Tier area and
would require ability to market crude oil in

the Great Lakes area in competition with crude
0il delivered from the Gulf Coast.

Would require large capital investment currently
estimated at almost $1 billion.

Regquires port in Port Angeles area.

State of Washington control of tankers traffic
is in litigation.

Refiners in the Northern Tier States are not
announced. supporters.

Could make use of railroad right-of-ways for
a portiomn of route.

Multiple state permits required.

Could facilitate exchange agreements with Canada.

Williams Pipeline

e

Refiners in the Northern Tier are not annocunced
supporters.

Provides crude oil only to Minnesota and Wisconsin
area refiners.
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-~ Financing has nct been specified.

=—- Could be operational before 1979 if action to
implement undertaken now and no serious obstacles
encountered.

-- Would have modest environmental impact since
expansion would be along existing right-of-way.

-~ No major permitting action required.

—-= Full utilization depends upcn ability to deliver
additional crude oil to Tulsa area.

-— Could provide access to either Gulf Coast

or West Coast sources of c¢rude oil through
Sohio~El Paso or SEADOCK proposals.

V. Recommendations

The Federal Energy Administration is encouraged by the
various private industry proposals for transportation sys-
tems to provide alternate petroleum supplies to the Northern
Tier area. In light of the serious supply problem which is
expected to exist in the Northern Tier States, FEA feels
that it is absolutely imperative that action be taken by the
participants to resolve the problem.

Based upon the current proposals now being considered,
a long-term solution for providing a supply of petroleum to
the Northern Tier States appears to be possible. Environ-
mental and socio-economic impacts appear to be within
manageable proportions. A complete assessment of environ-
mental considerations will need to audit final action by
appropriate regulatory bodies.

Since the current FEA study analyzing short-term
supply alternatives is not scheduled for completion until
September, 1976, the FEA cannot presently determine whether
any governmental action may be required to assure uninter-
rupted crude oil and refined product supplies to the
Northern Tier.

Industry has indicated a willingness to commit capital
to the various alternatives. The ability to actually imple-—
ment any of the projects will be closely related to success
in the permitting and approval process which each faces.

FEA recommends that there be no governmental interven-
tion or governmental aid to effect a long-term solution
other than prompt action by Federal, State and local offi-
clals responsible for permitting activities.



Crude Exchanges

An obvicus method of delivering crude to the Northerm

mier is the exchange of crudes between U.S. and Canadian i

companies. For example, a Canadian company could deliver

a Western Canadian crude to a Northern Tier refiner via the

Inter-Provincial Pipeline in exchange for an equal volume

of U.S. domestic crude or equivalent for delivery to Ontaxrio
via the Lakehead Pipeline. Exchanges would be particularly

effective as a short-term solution for Northern Tier

refiners.

Three applications for crude exchanges have been
approved by the NEB. They are for small volumes {less than
four MB/CD) and short terms (less +than three months, except
one which is for one year). The companies involved are:

Koch and B.P. Canada

Ashland and Gulf Canada

Murphy and Gulf Canada

In the longer term, both the U.3. Department of State
and the Federal Energy Administration favor exchange agree-

ments for larger volumes and for longer terms.

U.S./Canadian Pipeline Treaty

i
]
|

Negotiating teams of both countries initialed a draft

g e

of a new treaty which has two objectives:
1) To assure the nondiscriminatory treatment of } )
hydrocarbons owned by either nation flowing through
pipelines of the other;
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7. CANADIAN IMPORTS ARD EXCHANGES

The United States receives 355 to 395 MB/D of Camnadian crude
0il through direct imperts, exchanges, and historic sales and
uncontrolled sales. These transactioms play an important role in
providing petroleum supplies tec the northern tier since in a
number of areas they serve as the only supply addition to domestic
stocks.

DIRECT IMPORTS

In 1974, the Government of Canada announced plans to reduce and
eventually curtail ezports of crude oil {then averaging about 800
MB/D) to the United States.

Many U.5. refineries that had used Capadian crude oil found alter-
native means of supply. Refineries in Illinocis, Indiana, and Ohio
turned to pipelines from the midwest, southwest, and Gulf coast.
Those in the Puget Sound area of Washington turmned to tanker

deliveries to replace Canadian imports. Some refineries in the
northern tier area, however, had no satisfactory altermative
sources of crude oil. Consequently, the Federal Energy Adminis-—

tration (FEA) established an allecationr program giving these
refineries first priority to receive continuing Canadian shipments.

Table 7-1 lists actual Canadian crude exports to the United States

for 1971 through 1978 and the anticipated export levels for 1979

through 1982. The anticipated levels are based on Canadian National
Energy Board (CNEB) estimates of crude oil supplies and demands in

Canada.

The Covernment of Canada presently exports 55 MB/D of light low-
sulfur crude and 85 MB/D of heavier crude to U.S5. northern tier
refiners. The shipments of light low—sulfur crude will probably
end by 1981, according to the Canadian plan to curtail exports.
However, because of production constraints and requirements of
Canadian oil fields, as well as the lack of alternative markets,
some of the light crude (condensate) will probably continue to be
exported to U.S. refineries, primarily in Montana, The projected
level of condensate exports is projected at 20 MB/D by 1980.

Canadian exports of the heavier crude may vary between 85 MB/D
and 150 MB/D. When the demand for heavier products, primarily
heating fuel, is the greatest, exports to the northern tier re-
fineries may increase. The export level is determined by the
difference between established Canadian production levels and
demands for that crude by Canadian refiners.



Table 7-1

ACTUAL (1971-78) AND ANTICIPATED (1979-90) CANADIAN
CRUDE OIL EXPORTS TO THE UNITED STATES

{in thousand barrels per day—-MB/D)

Year Receipts

1971 755 Actual®

1972 939 Actual®

1973 1109 Actual?

1974 878 Actual®

1975 674 Actual®

1976 437 Actual®

1977 251 Actual®

1978 172 ActuatP

1979 165 Anticipated®
1980 165 Anticipated”
1981 165 Anticipatedc
1982-90 0% (85 to 150)°

a‘
b.
c.

U.8. Department of the Interior, Bureau of Mines.
U.S. Department of Energy, Economic Regulatory Administration.

CNEB, September 1978, pp. 202, 205.

Estimates only, may be

revised either upward or downward, depending on Canadian

domestic demands.

Exports of heavy crude will probably continue for several
years because Canadian suppliers have no other market. The
range reflects seasomal changes in product states,
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EXCHANGES

In addition to direct imports from Canada, northern tier refiners
also receive significant quantities of Canadian crude through
exchanges. These exchanges were developed without formal inter-—
national agreements; they are the product of commercial practical-
jities and the long-standing tradition of U,S.-Canadian cooperation.

In a typical exchange, a refinery in Minnesota might order 5 MB/D
of West Texas crude sent through midcontinent pipelines to Illinois.
Because of transportation deficiencies from Illinois to Minnesota,
the oil is shipped east, by prior agreement, in a Canadian pipeline
to a Montreal refiner. Simultanecusly, the Montreal refiner sends
an equal shipment of Canadian crude out of Alberta through the
underutilized Interprovincial-Lakehead Pipeline to the Minnesota
refinery. DOE coordinates such exchanges to insure that U.S.
shipments to Canada do not come from areas experiencing a shortage
of crude.

Canadian Exchange Policy

The Government of Canada requires that all exchange crude sent to
Canada from the United States must be either domestic c¢il or
foreign oil that has entered the United States and become 'mation-
alized."

The Government of Canada requires the United States to send ex-
change crude to Canada in twe ways, First, the United States may
deliver crude oil to Canada at Sarnia, Ontario, or at points
further west, U.S. refiners move oil to Sarnia using midcontinent
pipelines rather than the Portland (Maine)-to-Montreal pipline.
During the first quarter of 1979, Canada and the United States
exchanged 7,641,964 barrels of oil {(about 84 MB/D); in 1978, total
exchanges amounted to 32,751,880 barrels (about 93 MB/D) (U.S. DOC
1978). ‘

The United States may also send U.S,-owned crude oil tankers
directly to the Portland {(Maine)-to-Montreal pipeline which de~
livers to eastern Canada. By this method, the United States and
Canada currently exchange about 49 MB/D.

Table 7-2 shows total volumes of 0il exchanged under U.S.-Canadian
agreements.

The extent of Canada's willingness to increase crude exchanges is
not known. Early indications are that increased exchanges would




Table 7-2

VOLUME OF U.S.-CANADIAN OIL EXCHANGESa, 1977 AND 1978

{in barrels per day)

Priority 1° Priority 2¢ Total
1977 average 21,861 33,198 55,059
1978
January 44,304 30,475 74,779
February 50,044 30,794 80,838
March 58,389 25,348 83,737
April 44,089 20,760 64,849
May 52,998 25,928 78,926
June 60,499 36,067 96,566
July 55,704 31,384 87,088
August 64,015 44,650 108,665
September’ 57,500 37,500 95,000
October’ 60,500 43,892 104,392
November’ 65,800 4t 640 110,240

a. Preliminary licensed volumes
b. Embassy of Canada.

c. U.S. DOE Mandatory Canadian Allocation Program.
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be possible, particularly if they meant greater use of Canada's
underutilized pipeline systems, The primary limitation to expan-
sion appears to be physical. Since the midcontinent pipelines are
close to capacity, no significant increases in deliveries to Sarnia
may be possible unless their throughput capacity is increased.

The factors favoring expansion of exchanges can be summarized as
follows:

0 Major new pipeline construction would not be necessary.

o Existing pipelines in the United States and Canada could be
more fully utilized.

o TFuture U.S.-Canadian cooperation in energy matters would be
encouraged.

o Environmental risks associated with 2 major new oil port on
the Pacific cocast could be avoided.

The factors against expansion include the following:
o Continued expansion of the midcontinent pipeline system
would be required to make exchange volumes available in

eastern Canada.

o Exchanges do not help solve the west coast oversupply
problem.

o There has beern a lack of Canadian cooperation to meet the
petroleum needs of the northern tier States,

Tmport—-Export Licenses

Exchanges of crude with Canada require licenses in both countries.
Authority for granting licemses to export crude from the United
States is vested in the Department of Commerce (DOC) under pro-
visions of the Export Administration Act of 1969 (50 U.S.C. 2401).
DOC issues export licences each calendar quarter to refiners whose
applications for exchanges meet certain administrative criteria,

The most important criterion in determining whether an export
license will be issued is the availability of other supply alter—

natives to the refimer applicant. If no other alternative is
available to a particular refinery to meet specific operating
levels, am exchange license is granted. Typically, licenses

are issued to allow exchanges of far more crude from Canada than
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actually is used. During the periocd January to October 1978,
licenses for 51,100,000 barrels of exchange crude were authorized,
but ouly 20,378,413 barrels were exchanged.

Import licenses are issued by the Economic Regulatory Administra-
tion {ERA), a component of DOE, in accordance with the Federal
Energy Guidelines {Section 213.28(b)). These import licenses
are valid for 1 year and are limited in total amounts by the
export volumes authorized by DOC. Differences in the duration of
licenses issued by DOE and DOC have created logistical difficulties
for some applicants. An effort is being made to better coordinate
this process though the joint official U.S./Canadian consultative

group,

Impert and export licenses in Canada are issued monthly by the
Canadlan National Energy Board.

Exchanges of crude with Canada and Mexico are specifically exempted
from the general prohibition against exports of petroleum from
the United States (Export Administration Act of 1969, Sec. 4, as
amended by the Export Administration Act Amendments of 1977, Sec.
110).

SALES

In additionm to direct exports and exchanges, smaller quantities
of crude and other petrocleum products are moving between Canada and
the United States through historic sales and uncontrolled sales,
Historic sales mainly involve the direct purchase of natural gas
liquids (NGLs-—-propanes and butanes) and possibly other products.
These also serve as refinery feedstocks in some instances. The
purchases have occurred mainly in the States of Minnesota and
Washington. Table 7-3 shows the imports of NGLs in March 1979,
the last month for which data are readily available.

As table 7-3 shows, about [18 MB/D of WGLs are imported to the
United States from Canada and most (about 80 percent) go to PADD~2
which includes most of the northern Lier States.

Uncontrelied sales include such transactions as the purchase of
gasoline by private citizens of the fueling of a U.3. jet airliner
in Canada. Data are nct available on the net effect of these
transactions. These sales also serve as additions to the overall
supply in the northern tier States,
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Table 7-3

U.s. IMPORTS OF NGLs THROUGH SALES IN MARCH 1978

{in thousand barrels)

PADD
NGL type 1 2 3 4 5 Total
Propane (P) 162 1,639 0 173 48 2,022
Butane (B) 29 1,079 1 0 327 1,436
P/B mix 0 205 0 0 0 205
Total 191 2,923 1 173 375 3,663

SOURCE--U.5, DOE, Supply, Demand and Crude 0il Imports from Foreign
Countries by PADD District.




In summary, Canadian exports and exchanges of crude to the United
States represent a significant addition to northern tier crude
supplies, as follows:

Amount
Type of tramsaction (MB/D)
Direct imports
Light crude 55
Heavy crude 85
Exchanges
Typical 84
New 49
Other
NGLs 118
Total Canadian imports to U.S. 391

The light crude imports are being totally phased out by November
1979 and heavy crude imports will wvary between 83 and 130 MB/D.
All other oil supply is expected to continue, although unforeseen
changes could occur to alter this pattern. Presently, DOE's best
estimate of crude and other supplies being imported to the United
States from Canada ranges from 335 to 395 MB/D.

Economics of Exchanges

The previous sectlion described the process and quantity of crude
0il exchanges with Canada. During this process, foreign or do-—
mestic crudes are delivered to the United States and them delivered
to Canada in exchange for Canadian crudes through existing pipeline
systems. Table 7-4 lists the costs associated with these movements.

Basically, an Arabian marker crude plus a quantity differential
must be delivered to the Lakehead system with transportation
differentials and other uncertainties being factored into the
price.
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Table 74

PROJECTED 1985 COST OF U.S./CARADIAN EXCHANGES
(BASED UPON COST OF ARABIAN LIGHT CRUDE)

{in 1980 ©.S. dollars per barrel)

Cost Factor Cost
Delivered price of Arabian light to Chicage $23,04 - §23.52
Exchange incentive 40022
Transportation to Sarnia from Chicago +0.9

Price at Sarnia 23.45 - 23.93
Quality differential +1.04
Delivered price 24.49 - 24,97

Cost to Michigan/Ohio
CosL at Sarnisz 24.49 - 25,97

Cost to Hew York

Coat at Sarnia .49 - 24,97
Transportation to W.¥, +.25 +.30

Cost at Buffsale, N.Y. 24,74 - 25,27
Coat to Wisconsin/Horthern Minnesota

Cost at Sarmia 24 .49 ~ 24,97
Less IPL Sarnia to Superior - 0.16

Cost at Superior, Wisconsin 24,33 - 24,81

Cest to Minneapolis, Minnesota

Cost ab Superior 24,33 - 24.81
Less Superior - Clearbroeock - 0.06
Plug Clearbrook to Minnesota + 0.17

Cost at Minneapolis, Minnesota 24 44 -~ 24,90

Cost to Nowth Dakota

Cost at Clearbrook 24,27 ~ 2474
Less Clearbrock - Cromer -0.13
Plus Cromer - Mandan + 0,19

Cost at Mandan 24,33 - 24,79

Coslt to Montana

Cost at Cromer 24.14 - 24.60
Less Cromer to Edmonton -~ 0.22
Plus Edmonton to Billings + .62

Cost ar Billings 24.%34 - 25,10

Cost to Washington
Cost at Edmonton 23.92 - 24.38

Plus Edmonton to Anacortes + 0,44
Cost at Puget Scund 24.36 - 24.82
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In summary, the average delivered cost of Canadian crude to U.S.
markets in the exchange program for 1985 is projected as follows:

Delivery point

Chicago

Michigan/Ohie

New York

Wisconsin/Northern Minnesota
lower Minnesota

Worth Dakota

Montana

Washington

1980 U.S.$/Barrel

24.54
24.73
25.01
24.57
24.67
24.56
24.82
24,59
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4.7

TRANS-GUATEMALA CONCEPT
The components of this supply alternative are:

1) A trans-Guatemalan pipeline with deepwater
terminals on each coast.

2) A deepwater port at Port Angeles and pipeline
to Anacortes to supply Puget Sound and Billings
refineries.

3) Expansion of Capline plus a new line from
Patoka, I11inois to Pine Bend, Minnesota, and/or
other crude movement to Minnesota, Wisconsin,
and Michigan.

4) Finished-product supply from other refining
sources for North DBakota or long-term crude exchanges

with Canadian refiners.

The Central American Pipeline Company (CAPICO) proposes

to build deepwater ports and a connnecting pipeline to provide
west-to-east crude movement without using the Panama Canal or
voyages around Cape Horn. 1In terms of the Northern Tier crude

problem,

the CAPICO facilities would be an alternative to the

Sohio Proposal.

The project proposes a 42-inch, 227-mile pipeline

originating at a point on the Pacific Ocean east of Las Lisas
and terminating near San Francisco del Mar on the Guatemalan

side of the Gulf of Omoa in the Caribbean. The project would
require various pump and booster stations, tank farm storage,
_.and terminal facilities. Initial throughput capacity for the
system was designed at 1,200,000 barrels per day, with adapt-
ability to 1,600,000 barrels per day using looping.

Bonner & Moore Associates. Inc. DALY NN



The estimated construction period required for the
oroject would be approuvimately 24 months. Assuming construc=-
tion is completed by late 1978, engineering projections call
for a throughput of 600,000 barrels par day in 1979, 900,000
barrels per day in 1980, and 1,200,000 barrels per day there-
after, or until capacity is increased.

As presented in the following discussion, crude from
the Caribbean side of the trans-Guatemala line would be more
economically moved by vessels which can land crude directly at
existing Gulf Coast refinery docks than by VLCC through LOOP
or SEADOCK. 1In either case, movement of Alaskan crude would
require U.S.-commissioned vessels39, Even with the assumption
that foreign vessels (with lower tariffs) might be authorized
as a special excepticn to the law, the overlapping southern
and northern movements pius the tariffs associated with the
new facilities result in relatively high cost movement to the
Gulf Coast.

This alternative presumes the development and con-
scruction of LOOP {in terms of economic assessment), not neces-
sarily as an endorsement of LOOP versus SEADOCK, but solely to
reflect the lowest tanker tariff into the Gulf Coast from the
Caribbean. 1In fact, the relatively short haul from Central
America might not support the cost of VLCC facilities compared
to higher tanker rates for smaller tankers that can load and
unload through conventional ports31;

ngoTitle 46 of the Federal Code.
31The LOOP tariff, assumed at 31¢ per barrel, is equal to

$2.22 per long ton; thus, VLCCs must save $2,22 per long
ton over costs via smaller tankers.



Crude landed via LOOP (see subsection 4.9) would be
moved north through an expanded Capline system to Patoka,
ITTinois. From there it could be moved to Chicago and Lima,
Ohic and on into Michigan.,

From Patoka, a new line would be required to serve
the Minneapolis-St. Paul (and Wrenshall plus Superior) refin-
eries, Although not currently being pursued, Williams Pipeline
Company has reviewed the ROW and studied the installation of
such a line.

The other parts of this alternative (items 2 through
4 above) have been described in the previous section. Their
role in this alternative would be the same as in the other
alternatives.

Construction activities in Central American countries
have not (apparently) been restricted by environmental consid-
erations, and it is presumed that Guatemala would be no excep-
tion.

Because this alternative does not supply the states
of Washington, Montana, or North Dakota directly, a deepwater
port at Port Angeles and a pipeline to Anacortes and to Billings
would be required. Although North Dakota might be supplied by
an additional Tine, product import appears to be more economi-
cal in the long run,



4.7.1 Investments, Tariffs, and Crude Costs -
Trans-Guatemala

Table 54 summarizes the investment estimates for the
components of this alternative.

Table 55 presents the cost of crude delivered to the
major refining centers of each state via this alternative.

Figure 4-5 presents a tariff diagram for this alter-
native.

RAH-070 Bonner & Moore Associates, Inc. 4-75



TABLE 54

INVESTMENT COSTS

TRANS -GUATEMALA

PORT & TAMK FARMS

Latin American
(Pacific & Caribbean)

Port Angeles

CRUDE PIPELINES

Port Angeles - North Bend
North Bend - Anacortes
North Bend - Billings
Trans-Latin America
Expanded Capline

Patoka - Pine Bend

Buckeye - Tecumsen Exp.

1
Estimates supplied by CAPICO, The Central American
Pipeline Company, were prepared by J. G.

Associates, Houston, Texas.

2 . .
Estimates based on Appendix B procedure and Fluor Ocean
Services for marine terminal and pipeline expansion

costs.,

MB/CD MM$
1,200 507.0°%
420 78.0°
420 70,02
350 37.12
70 95.0%
1,200 135.07%
350 250.0°2
248 151.0°
70 50.0°
Mackin and

4 ——mnintaa The.
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TABLE 55

DELIVERED CRUDE COSTS

TRANS-GUATEMALAZ

$/BBL
ALASKAN N.S. INDONESIAN

Superior

Wisconsin 15,26 15.62
Minneapolis

Minnesota 15.09 15.45
Marysville

Michigan 15.12 15.48

i1Costs not shown here are the same as those for
LOOP, Table 59,

RAH-070
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4.8 TRANS-PANAMA CONCEPT
The parts of this supply alternative are:

1) A trans-Panama pipeline with deepwater terminals
on each coast,

2) A deepwater port at Port Angeles, a pipeline
to Anacortes to supply Puget Sound refineries, and
a Tine to Billings to supply Montana refineries,

3) Expansion of Capline plus a new Tine from
Patoka, I11inois to Pine Bend, Minnesota, and/or
other crude movement to Minnesota, Wisconsin, and
Michigan, and

4) Finished product supply from other refining
sources for North Dakota or long-term crude exchanges
with Canadian refiners.

It has been suggested that unused and used existing
military product pipelines cross the Isthmus of Panama, within
the Canal Zone, could move Alaskan Crude into the Caribbean.
The two Tines currently operational are 20 and 10 inches in
diameter, and are capable of carrying 170,000 barrels per day
from the Pacific to the Caribbean. Two inactive lines of 20
inches and 12 inches are presumably capable of handling volumes
in the order of 190,000 hLarrels per day. Twenty-eight small
storage tanks on the Pacific side have a total volume of
877,000 barrels, and twenty-six small storage tanks on the
Caribbean side have a volume of 925,000 barrels. Present
vessel moorings are reportedly sized for small tankers; the
-moorings are in sheltered waters. On the Pacific side, silta-
tion has reduced the allowable draft to a reported 31 feet.
The docks are reportedly in poor repair,

RAH-N7N Ranmnaw 2. WA A cmmmtaso wo A =



Although it is conceivable that these facilities
could be utilized for crude 0il transfers--following perhaps
a million dollars in dredging and some dock maintenance--
the capabilities would be limited to vessels in the range of
60,000 DWT capable of single 1iftings of about 400,000 barrels.
For efficient utilization of these vessels, discharge rates
of 20,000 barrels per hour and 500,060-barrel storage tanks
would be needed. This would require revamping all facilities.

A more practical arrangement to utilize the Canal
Zone would be to construct a trans-Isthmus pipeline system
which would include:

o 38 miles of overland pipeline
o 21 miles of submarine pipeline
o 4 single-point mooring buoys

o 3,000,000 barrels of storage
o 2 pump stations

Such a system would be sized for vessels up to 200,000
DWT which would be capable of 1ifting about 1,400,000 barrels.
Capacity would be in the range of 1,000,000 barrels per day.
Maximum annual throughput would be in the order of 350,000,000
barrels as limited by tanker arrival patterns.

As discussed in the previous section, crude from the
Caribbean side of the trans~-Panama line might be moved more
"economically by vessels which can land crude directly at exist-
"ing refinery docks than by VLCC through LOOP or SEADOCK. In any



case, movement of Alaskan crude would require U.S.-commissioned
vessels3?, Even with the assumption that foreign vessels (with
lower tariffs) might be authorized as a special exception to
the law, the overlapping southern and northern movements plus
the tariffs associated with the new facilities result in rela-
tively high cost movement to the Gulf Coast.

The other parts of this alternative (items 2 through
4 above) have been described in the previous two sections.
Their role in this alternative would be the same as in this
alternative.

Construction activities in other Central American
countries have not (apparently) been restricted by environmental
considerations, and it is presumed that Panama would be no
exception.,

Because this alternative does not supply the states of
Washington, Montana, or North Dakota directly, a deepwater port
at Port Angeles and pipelines to Anacortes and to Billings are
included. Although North Dakota might be supplied by an addi-
tional Tine, product import appears to be more economical in
the long run.

32Title 46 of the Federal Code.
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4.8.1 Investments, Tariffs, and Crude Costs =~
Trans-Panama

Table 56 summarizes the investment estimates for the
components of this alternative.

Table 57 presents the cost of crude delivered to the
major refining centers of each state via this alternative.

The tariff diagram shown for Trans-Guatemala, Fig-
ure 4-5, is the same as for this alternative.



TABLE 56

INVESTMENT COSTS
TRANS-PANAMA

MB/CD Mmg

PORT & TANK FARMS

Latin American

(Pacific & Caribbean) 1,000 : 87.0

Port Angeles 500 78.0
CRUDE PIPELINES

Port Angeles - North Bend 420 70.0

North Bend - Anacortes 350 37.1

North Bend - Billings 70 85.0

Trans Latin American 800 13.0

Expanded Capline 350 250.0

Patoka - Pine Bend 248 151.0

Buckeye - Tecumseh Exp. _ 47 50.0

1Estimates based on Appendix B procedure and Fluor Ocean
Services for marine terminal and pipeline expansion costs.J
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TABLE 57

DELIVERED CRUDE COSTS
TRANS-PANAMA1

$/BBL
ALASKAN N.S. INDONESIAN

Superior

Wisconsin 15.09 15.44
Minneapolis

Minnesota 14,92 15.27
Marysville

Michigan 14,95 15,30

1Costs not shown here are the same as those Ffor
LOOP, Table 59,
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A 42-inch line would extend about 90 miles from the inland storage
terminal site to Beaumont, California. There it would connect to a
30~inch natural gas pipeline now owned and operated by Southern
California Gas Company, a subsidiary of Pacific Lighting Corporation.
An additional 42-inch line would be constructed from Blythe, Cali-
fornia, to Ehrenberg, Arizona. At Ehrenberg, the system would
comnect to a 30-inch, 670-mile natural gas pipeline (owned by the
El Paso Natural Gas Company) extending to Jal, New Mexico.

From Jal, New Mexico, approximately 200 miles of a new 42-inch
line would extend to Midland, Texas, where new terminal storage
facilities would be constructed. The Midland terminal facility
would contain four 500,000-barrel storage tanks along with metering
and pumping equipment to deliver crude oil to interconmecting pipe-
lines for distributlion to the southwest, midwest, and/or Gulf coast.
Present overall pipeline capacity for crude oil moving out of the
Midland, Texas, area is approximately 2 MMB/D.

Although these systems are currently operating at or near capacity,
projected declines in Permian Basin crude oil production suggest
that existing crude oil pipeline capacity could handle the pro-
jected input from the PACTEX system. Some expansion of existing
southwest and widcontinent crude pipelines may be mnecessary. The
refinery centers that would receive crude transported by the PACTEX
pipeline include the eastern New Mexico-west Texas region, the Gulf
coast, and the midwest.

Project Status

Delays in obtaining the State of California Air Quality Permit, re-

quired by the California South Coast Air Quality Management District
(SCAQMD), resulted in the cancellation of this project by SOHIO in

March 1979. According to SOHIO, costs incurred sinece 1976 in ob-

taining necessary State and Federal perwmits and the impasses

experienced in obtaining air quality permits made the project

economlcally unattractive. Because the project is considered

inactive, no cost analysis is given in this report.

TRANS-GUATEMALA PIPELINE PROJECT

The Central American Pipeline Company (CAPICO) proposes extending a
227-mile, 48-inch crude oil pipeline across Guatemala to facilitate
the flow of crude oil from Indomesia, South America, and Alaska to
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the U.S. Gulf and east coasts.* Alaskan crude oll is expected to
comprise 60 to 75 percent of the throughput, Indonesian crude
01l would comprise 15 to 25 percent, and South Americau crude
oil would comprise 10 to 15 percent.

Physical Components

The CAPICO pipeline would extend north from the Las Lisas, Guate-
mala, area on the Pacific ecocast and follow the western boundary of
Guatemala to San Francisco del Mar on the Caribbean Gulf of Omoa
(figure 1-2). The line would have an initial capacity of 1.2 MMB/D,
which could be expanded to 1.5 MMB/D by adding an additional
pumping station. The system would include two deep-water ports,
pump and booster statlons, and storage facilities. The facilities
at the port of Las Lisas would include 14 million barrels of crude
0il storage and pumping facilities for moving the crude oil to an
elevation of 3,200 feet. Gravity flow would then move the crude
0il the remaining 197 miles to the 17.5-million-barrel storage
facilities at San Francisco del Mar.

ANS crude o0il would be moved by a fleet of U.5. supertankers from
Valdez, Alaska, to the new supertanker port and tank farm on
Guatemala's Pacific coast. To preserve the "domestic integrity" of
the U.S8. crude oil, DOE proposes that both ports and the pipeline
right-of-way be declared an international free trade zones under a
40-year lease agreement with Guatemala. The oil would be reloaded
into U.8. tankers for delivery to U.5. Gulf and east coast refin=-
eries at the northern end of the pipeline.

Cost Analysis

Table I-l1 presents estimates by CAPICO and A.D. Little of the
capital investment and annual operating expense required for the
proposed CAPICO system.

*Although this project has been altered to call for 48~inch pipe,
CAPICO based its cost figures and design capacity on the 42-inch
pipe originally specified. This analysis assumes the use of
42-inch pipe. At the same pipeline design pressure, 485—-inch pipe
would require approximately 30 percent more steel by weight than
would 42-inch pipe.
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Figure I-2. Trans-Guatemala Pipeline Proposal
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Table I-1

A, D. LITTLE AND CAPICO ESTIMATES:

CAPITAL INVESTMENT

AND ANNUAL OPERATING EXPENSES®

FOR TRANS~GUATEMALA FIPELI
(in thousands of U.S. do

NE PROJECT
llarsb)

Estimates by

Item A. D. Little CAPICO
Capital investment
Pacific terminal and storage 126,630 5138,051
Pipeline 237,107 182,626
Pump stations 52,152 48,464
Caribbean terminal and storage 223,130 220,859
Subtotal 639,019 590,000
Interest during construction 77,910 -
Total 716,929 590,000
Annual operating expense
Terminals 13,740 d
Pipeline system 25,263 d
Subtetal 39,003 33,100
Land lease fees ¢ 21,900
Total 39,003 55,000

Ll ]

A, D. Little, 1977.
A, D. Little, 1976 U.S. dollars.

CAPICO, year not stated.

See text for explanation of differences between A. D. Little and

CAPICO assumptions.
Figure not given.
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CAPICO's capital investment figure is lower, mainly because A. D.
Little included almost $78 million for interest during construc-
tion. CAPICO states that, under multinational export credit
guarantee financing, no interest payment during construction is
contemplated. On the other hand, CAPICO's estimate of annual
operating expense is higher than Little's, owing to the inclusion
of almost $22 million for land lease fees to be paid to the
Guatemalan Government. In keeping with its philosophy of comparing
projects on a common basis, A.D. Little made certain assumptions
that would not necessarily apply to a pipeline system being built
in a foreign country.

A, D. Little estimated a tariff rate for the GAPICO system of 50.68
per btarrel in 198!, assumed to be the first operating year. The
Little report stated that the ICC method was used to arrive at this
rate. It explained the assumptions used, but did not present
details of the calculation.

CAPICO's presentation shows an estimated tariff rate of 80.45 per
barrel, with no explanation given of the methodology or year of
reference,

Table I-2 shows DOE's estimate of the annual revenue requirement
and the tariff rate for the CAPICO system, using the same FPC cost-
of-service approach employed in the cost analyses of the other
crude oil transportation systems studied. Although this metho-
dology may not be wholly applicable to a system in a foreign
country, it offers a useful reference for comparing alternative
systems. )

DOE's calculations in table I~2 use both A. D. Little and CAPICO
figures. The annual volume of crude o0il delivered through the
system is based on 1.2 MMB/D with 100 percent load factor opera-
tion. Deliveries at less than 100 percent load factor would
require a higher tariff rate.

Although A. D. Little's practice of evaluating the transportation
systems on a common basis is sound, this approach may impose un-
realistic assumptions regarding a system Lo be built in a foreign
country. Furthermore, the DOE-estimated costs of the various
transportation systems are in 1977 dollars, whereas A. D. Little's
estimated tariff rate of $0.68 per barrel reflects escalation of
costs to the year 1981. The DOE cost-of-service calculation (table
1-2) produced tariff figures even lower than CAPICO's. DOE there~
fore used CAPICO's estimate of $0.45 par barrel for the estimated
tariff rate in 1977 dollars.




Table T-2

DOE ESTIMATES: ANNUAL COST OF SERVICE AND TARIFF RATE

FOR TRANS-GUATEMALA PIPELINE PROJECT
{in rthousands of 1977 U.S. dollars)

Based on figures of

Ttem A. D. Little CAPICO
Capital investment {(table I~1) $716,929 5590.,000
Working capital (1/8 of operating
expense ) 4,875 6,875
Initial rate base 721,804 596,875
Depreciation (4%) 28,872 23,875
Average first year rate base 707,368 584,938
Debt component (75%) 530,526 438,703
Equity compomnent (25%) 176,842 146,235
Cost of service
Depreciation {above) 28,872 23,875
Operating expense (table I-1) 39,003 55,000
Debt expense (9%) 47,747 39,483
Return on equity (15%) 26,526 21,935
Income tax (48% of return 28,486 20,248
before tax)

Total 170,634 160,541
Paily delivery volume (bbl/D) 1,200,000 1,200,000
Annual delivery volume (MB/D) 438,000 438,000
Estimated tariff rate 0.38 G.37

(dol/bbl)
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Table 1-3 shows the costs of moving ANS crude oil by tanker from
Valdez, Alaska, to Guatemala and from Guatemala to Houston, Texas,
as estimated by both A. D. Little and CAFICO.

Because CAPICO provides no documentation for its figures and the
A. D. Little report gives great detail on its methodology. DOE
considers the A. D, Little cost figures to be better estimates and
has used them in this analysis.

Table I-4 shows the cost of transporting ANS crude oil from
Prudhoe Bay, Alaska, to Houston, Texas, via the proposed CAPICO
system. As in the cost analyses of the other proposals, DOE used
$4.70 per barrel as the 1977 Alaskan pipeline tariff.

For this cost analysis, DOE assumed sufficient capacity in exist-
ing crude oil pipelines to move the oil from Houston, Texas, to
refinery centers to the north and east. Tariff rates for existing
pipelines for the year 1977 were obtained from the crude oil
pipeline tariff files of the Federal Energy Regulatory Commission
(FERC). If a rate changed during the year, the average of the
rates at the beginning and end of 1977 was used. When more than
one rate was listed to a particular destination, DOE analysts used
the average of the listed rates.

Table I-3

A. D, LITTLE AND CAPICC ESTIMATES: COST OF SHIPPING ANS CRUDE
OLL BY TANKER—-~FROM VALDEZ, ALASKA, TO LISAS, GUATEMALA, AND
FROM GULF COAST OF GUATEMALA TO HOUSTON, TEXAS

Valdez-Guatemala Guatemala-Houston
Shipment A. D. Little CAPICO A. D, Little CAPICO
Reference year 1977 Not stated 1977 Not stated
Tanker size (dwt) 225,000 165,000 60,000 50,000
Cost (dol/bb1?) $0.87 $0.93 $0.67 $0.45

a. A. D. Little, 1976 U.S. dollars. CAPICO, year not stated,




Tahle I-4

DOE ESTIMATE: TRANSPORTATION COSTS FOR CRUDE MOVED BY
TANKER AND TRANS-GUATEMALA PIPELINE FROM PRUDHOE BAY,
ALASKA, TO HOUSTON, TEXAS

{in 1977 U.8. dellars)

Item

Cost per barrel

Alaskan pipeline tariff’
Shipment from Valdez
to Guatemala
(225,000-dwt tankers)
CAPICO tariff
Shipment from Guatemala
to Houston

(60,000 dwt tankers)

Total to Houston

$4.70

0.87

0.45
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Table I-5 shows transportation costs from Houston, Texas, Lo
selected refinery areas, along with the total cost of transporta—
tion from Prudhce Bay to those refinery areas via the proposed
CAPICO system.

Table 1I-5

DOE ESTIMATE: TOTAL TRANSPCRTATION COSTS FOR CRUDE MOVED
BY TANKER AND TRANS-GUATEMALA PIPELINE FROM PRUDHOE BAY
TO SELECTED U,S. REFINERY AREAS

{in 1977 U.S. dellars)

Cost per barrel
Prudhoe Through
Bay to existing

Refinery area Houston pipelines Total
Minneapclis, Minn. 56.69 $1.08 §7.77
Wrenshall, Minn. 6.69 1.25 7.94
Superior, Wis. 6.69 1.25 7.94
Chicago, I11. 6.69 0.56 7.25
Whiting, Ind. 6.69 .56 7.25
Detroit, Mich. 6.69 0.71 7.40
Toledo, Chio 6.69 0.68 7.37
Tonawanda, N.Y, 6.69 0.82 7.51
Warren, Pa. 5.69 1.03 7.72

Project Status

The proposed pipeline system would be owned and operated by Inter-
mares, S5.A. (a Guatemalan subsidiary of CAPICO, owned 55 percent by
CAPICO and 45 percent by Guatemalan interests).

The President of Guatemala and his National Economic Council have
approved the project and agreed to terms with the Ministers of
Economy. The necessary approvals by the new Guatemalan Adminis-
tration and sanction by the new Guatemalan Congress are likely to
be given,
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The Guatemalan Government has reached a tentative agreement with
CAPICO for construction of the pipeline and harbor facilities.
Signing of the final agreement is expected soon. The agreement
provides that Intermares S.A., will build and operate the project
at no cost to Cuatemala—-which would acquire ownership of the
harbors—-and that Intermares will pay right-of-way fees for 40
years.

J.G. Mackin & Associates of Houston, Texas, was hired to serve as
managing engineers for CAPICO and Intermares, S5.A. The Mackin Com—
pany sees no major obstacles to the project, since Guatemala can
expect substantial revenues from it and the project could provide
an added incentive for developing Guatemala's own oil reserves.

Project construction should begin in 18 months and take about 24
moaths to complete, once permits and financing have been obtained.

PANAMA TRANSSHIPMENT TERMINAL PROJECT

Petroterminal de Panama, S.A. (PTP), a Panamanian corporation, is
constructing a crude oil transshipment terminal on the west coast
of Panama to handle ANS crude oil shipments to Gulf ports (figure
I~3). The size of the Panama Canal locks—-about 1,000 feet long
and 110 feet wide~-places a limit of 65,000 dwt on vessels using
them. Because of the cost savings from using wuch larger tankers
to ship crude oil over long distances, most of the oil destined for
the Gulf of Mexico is carried to Panama in vessels too large for
the Canal.

Presently, virtually all of this crude oil is being shipped through
the Panama Canal to U.S. ports via temporary transfer operations.
Two Very Large Crude Carriers (VLCCs), anchored off the west coast
of Panama, serve as floating storage and transferral facilities for
moving Alaskan crude oil to smaller carriers capable of passing
through the Canal. A permanent onshore PTP transshipment terminal
is being constructed to replace the two VLCCs. This onshore
facility, which will not be subject to the operational delays and
environmental dangers inherent in ship-to-ship transfer, will speed
crude oil transfers and reduce handling costs. Its storage facili-
ties will enable PTP to ovarcome temporary supply gaps caused by
interruptions in the Alaskan pipeline or weather problems in
Valdez, Alaska.

Physical Components

The PTP transshipment terminal will be located near the town of
Puerto Armuelles, Panama, about 300 miles from the Pacific entrance
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Figure -3. Panama Transshipment Terminal Project




to the Panama Canal. The terminal will have an initial throughput
capacity of about 425 MB/D and will include two ship berths, 2.5
million barrels of storage, and complete ballast treatment/oil
recovery systems. The terminal can be expanded to as much as 900
MB/D capacity by adding another ship berth and more storage capa-
city.

Cost Analysis

The PTF project 1is unique among the projects evaluated in this
report. First, it is actually under construction and is expected
to be operational ia 1979. Second, the new facilitles and associ-
ated capital investment required are minimal compared with those of
the other projects. The sponsor estimated a total capital expendi-
ture of $47.5 million, and latest reports indicate the actual
figure probably will not exceed $50 million. Finally, the PTP pro-
ject sponsors do not claim that their system is superior to, or
even competitive with, the major U.S. pipeline proposals, such as
the proposed PACTEX and Northern Tier Pipeline systems. The Panama
transshipment terminal represents a real, almost immediate improve-—
ment over the present means of shipping ANS crude oil through the
Panama Canal.

DOE therefore believes a definitive cost analysis of the PTP
project is unnecessary. An analysis is, in fact, not possible,
given the limited information made available by the sponsor.

Without going inte the total transportation cost from Valdez,
Alaska, to the Gulf coast, PTP asserkts that about $0.15 to $0.20
per barrel will be saved using its tramsshipment system compared
to the lightering operation now in use, The spomnsor states that
the present cost of transferral is about %0.15 per barrel, which
is comparable to the anticipated PTP transshipment terminal cost.
PTP points out that demurrage costs associated with the lightering
operation have equaled or exceeded the $0.15 per barrel lightering
cost. Weather delays and operational disadvantages cause the
added demurrage cost, which would not occur with the PTP project.

Passage of ANS crude o1l through the Panaema Canal began in Sep-—
tember 1977. According to Alaska royalty reports, SOHIO's initial
cost of transporting oil from Valdez to the Gulf coast was $3.83

per barrel. During the last quarter of 1977, the cost was down
to approximately $3.32 per barrel, and recent reports indicate a
current cost of ahout $3.00 per barrel. The decrease in cost 1is

apparently due to the use of larger ships, establishment of a wore
efficient lightering operation, or both. For comparative purposes,
shipment from Valdez to the Gulf coast via PTP transshipment is
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estimated to cost $2.85 per barrel (PTP's estimated $0.15 saving
deducted from SCHTIO's current $3.00 cost). Although the PTP system
offers a small improvement over the current transferral operation,
its estimated cost per barrel exceeds that of any other pipeline or
marine transportation proposal.

The $2.85 per barrel cost for the PTP project, although a realistic
estimate, may not be directly comparable to the cost estimates
for some other proposals analyzed in this study. Marine transpor-—
tation costs for the other projects are based on 1977 estimates
whereas the PTP cost 1s based on current marine shipment costs.

In the case of the CAPICO Trans—Guatemala Pipeline, for example,
DOE used marine voyage costs from the A.D. Little report. A.D.
Little based its estimates on an ideal situation in which the
largest possible tankers are used, regardless of actual avail-
ability. Thus, their estimates are probably understated. As the
actual mix of tankers currently employed by SOHIO is not as cost
efficient as A.D. Little's assumed fleet, the difference between
the PTP {$2.85) and CAPICO ($1.99) costs is greater than if they
were compared on the same basis. WNevertheless, it appears that the
transportation cost of the PIP system would be more than that of
CAPICO, owing to the greater marine distances involved.

The total costs of transporting ANS crude oil from Prudhoe Bay to
varicus refining areas via the PTP transshipment terminal are
given in table I-6. As in the other cost analyses, DOE used $4.70
per barrel as the Alaskan pipeline tariff. Houston, Texas, 1is
assumed to be the receiving Gulf coast port. Tariff rates for
existing pipelines from Houston to the refining areas were ob-
tained from FERC files and are the same figures used for the
CAPICO cost analysis.

Project Sponsors

The onshore transshipment facility will be owned and operated by
Petroterminal de Panama, S5.A., a Panamanian corporation whosé prin-
cipal owners are Northville Industries Corporation, a New York
marketing and terminaling company, and Corporacion Financier
Nacional, an economic arm of the Republic of Panama. The terminal
will speed shipment of ANS crude oil to refineries on the U.S. Gulf
and Atlantic coasts and in Puerto Rico and the Virgin Islands.




DOE ESTIMATE:

Table I-6

TOTAL TRANSPORTATION COST FOR CRUDE MOVED
BY TANKER FROM PRUDHOE BAY, VIA PANAMA TRANSSHIPMENT
TERMINAL TO SELECTED U.S.

{in 1977 U.S. dollars)

REFINERY AREAS

Cost per barrel

Through

Prudhoe Bay Valdez to existing
Refinery area to Valdez Houston pipelines  Total
Minneapolis, Minn. $4.70 $2.85 $1.08 $8.63
Wrenshall, Minn, 4.70 2.85 1,25 8.80
Superior, Wis. 4.70 2.85 1.25 8.80
Chicago, I11. 4.70 7.85 0.56 8.11
Whiting, Ind. 4,70 2.85 0.56 8.11
Detroit, Mich. 4,70 2.85 0.7% 8.26
Toledo, Ohio 4,70 2.85 0.68 8.23
Tonawanda, N.Y, 4.70 2,85 0.82 8.37
Warren, Pa. 4.70 Z.85 1.03 8.58

Potential Advantages (According to Sponsors)

Sponsers of the Panama Transshipment Terminal cite the following

advantages:

o0 It will save producers of ANS crude oil $0,15 to $0.20 per

barrel over present transferral costs.

o It will reduce discharge and loading time by up to one-
third, thereby enhancing the ability of U.S. flag ships to

handle surplus ANS crude.

o It will speed shipment of ANS crude to refineries on the
U.5. Gulf and Atrlantic coasts and in Puerto Rico and the
Virgin Islands.
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o It will encourage expansion of ANS production by facilitat-
ing the flow of crude o0il from Valdez, Alaska, to U.S.
markets.

o It will meet the congressional mandate that the benefits of
ANS produckion be equitably shared by all regions of the
country.

o It will avoid interruption of crude oil flow by making

transferral available in the event of a temporary terminal
breakdown or overlcad.

ARCO (FOUR CORNERS) PIPELINE

Four Corners Pipeline Co. operates a system that gathers crude oil
in the Bisti, New Mexrico, and Aneth, Utah, areas. Smaller gather-
ing lines feed into a 12-inch pipeline running from Bisti to Red
Mesa, Utah, and a l6-inch line that runs from Aneth to Red Mesa,
Another 16-inch line runs from Red Mesa to the Long Beach area in
California (figure I~4).

This system was constructed in 1957 by Shell Pipeline Company, act-
ing as agent for Four Corners Pipeline Company, which was owned
through stock participation by Richfield 0il Corporation (later
Atlantic Richfield Company), Shell 0il Company, Gulf 0il Corpora-
tion, Southern Califormia CGas (SOCAL)}, Continental, and Superior
0il Company. Shell Pipeline Company operated the system, which at
one time had a capacity of about 90 MB/D,

Sheortly after the other stock owners sold their interest to Atlan-
tic Richfield Company in September 1976, Shell ceased to be the
operator. At that time, the system was moving about 3.5 MB/D from
the Four Corners area to California with a capacity of about 40
MB/D. Originally, there were pump stations at Aneth and Red Mesa,
Utah, Cameron, Arizona,and Twenty-Nine Palms, California, with
pressure reducing stations at Kingman, Arizona, and Corona, Cali-
fornia. When the system was sold in 1976, only the Red Mesa pump
station was operational on the line to California.

Physical Components

Atlantic Richfield Company (ARCO) spent approximately $12 million
to convert and reverse the Four Corners system to pump California
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INTRODUCTION

The study of the Economic and Security Aspects of the Trans-
Alaska Pipeline System was undertaken to explore these aspects
pursuant and leading up to the decision by the Secretary of
the Interior with respect to the application for a right-of-
way for the trans-Alaska pipeline. The papers, studies,
memoranda and letters which were involved in this review are
contained in a series of 13 appendices arranged in two volumes
and 6 appendices separately bound. The findings contained in
thie document sre those of the author, based upom this
gupporting material,

MAJOR FINDINGS

I. NORTH SLOPE OIL DELIVERED TO THE UNITED STATES WILL
REDUCE IMPORTS OF EASTERN HEMISPHERE O0IL BY AN BQUAL AMOUNT.

TI. NO TRANSPORTATION ALTERNATIVE IS ECONOMICALLY MORE
EFFICIENT THAN THE TRANS-ALASKA PIPELINE SYSTEM; THE ONLY
EQUALLY EFFICIENT ALTERNATIVE IS A PIPELINE THROUGH THE
MACKENZIE VALLEY OF CANADA.

fIT. THE DEVELOPMENT OF NORTH SLOPE OIL IS AN IMPORTANT
NATIONAL SECURITY OBJECTIVE: THE TRANS-ALASKA PIPELINE
SYSTEM CAN DELIVER OIL SOONER THAN THE OTHER EFFICIENT MODE.

IV. FROM THE POINT OF VIEW OF ECONOMIC EFFICIENCY, NORTH
SLOPE OIL SHOULD BE DEVELOPED AND TRANSPORTED TO THE UNITED
STATES; DELAY IN SUCH DEVELOPMENT PLACES INCREASED COSTS ON
THE NATION'S ECONOMY.

V. THE SHORT-RUN IMPACT OF THE TRANS-ALASKA PIPELINE SYSTEM
ON THE STATE OF ALASKA WILL BE MIXED. THE LONG-RUN IMPACT
WOULD BENEFIT THE STATE, THE SIZE AND PATTERN OF BENEFITS
BEING DETERMINED BY FUTURE STATE ACTION.

/
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I.

l.

DISCUSSION

Crude 0il Situatien

Findings

At least to the period 1980-85 crude o0il will be the

preferred and necessary source of liquid fuels,

2.

0il and o0il products are used in all sectors of the
econony--in households, in industry, and ip trans-
portation, Although substitutes for oil in many of

its uses can be and will be developed over time, within
the next two decades, oil will remain as a preferred
fuel for most of its current uses. Synthetic sources
of o1l will become {mportant in the decades following
the 1980's; they are not substitutes for natural

c¢rude oil within the time frame under consideration.

The demand for crude o0il in the United States in 1980

may be as low_as 20 million barrels per day, as high as

25 million barrels per day, and most probably will be

22 million barrels per day.

3.

All known professionally competent forecasts of crude
0il demand were systematically examined. There is a
high probability that the demand for crude oil in the
United States will be within the range indicated above.

The producticn of crude 0il in the United States {without

North Siope oil) in 1980 may be as low as 8.8 million barrels

per day, as high as_11.9 million barrels per day, and most

probably will be 10.4 million barrels per day.

b.

All known professionally competent analyses of future
oil production in the United States were examined to
arrive at the above conclusion. There is a high
probability that the actual production of crude oil
will lie within the range stated.

The crude oil deficit for 1980 (without North SLope oil)

may be as high as 16.2 million barrels per day, as low as

8.1 million barrels per day, and most probably would be

11.6 wmililion barrels per davy.
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This follows from findings 2 and 3.

5. By 1980, the crude o0il available through the proposed
trans~Alaska pipeline system will be 1.5-2.0 millien
barrels per dav.

This finding is based upon the project description,
the propesed construction schedule and the anticipated
buildup to capascity of the line. It assumes that
construction of the line will be initiated in the
early 1970's.

6., The crude oil deficit with North Slope o0il availlabie
in 1980 may be as high as 14.7 million baryels per dsy,
as low as 6.1 million- barrels per day, and most probably
will be from 9.6-10.1 millien barrels per day. '

This follows from fiadings 4 and 5.

7. The Western Hemisphere will provide oil to the United
States by 1980 in quantities as high as 4.85 million barrels
per day or asg low as 2.95 million barrels per. day.

This finding is based upon an examination of the
capacity for crude oil production within the Western
Remisphere and the demand for crude oil in the
countries where 1t is produced. There is a high
probability that the availability of ecrude o0il to the
United States from these scurces will be within the
range indicated.

8. Imperts from the Eastern Hemisphere and North Slope

erude oil are the only spources available to meéet the deficit
between demand and U. S. production {without North Slope oil)
plus other Western Hemisphere availabillity.

This finding flows from finding 1 above.

9. Without North Slope oil, imports of Eastern Hemispherse
011 will range from a lowest probable figure of 16% to a
high of 53% of demand.

This range is calculated from the above findings.

10. With the availability of North Slepe.cil, in 1980 the
Eastern Hemisphere imports would be reduced to a low of
6%-9%Z and a high of 45%-47% of demand.

This is based on the above findings.




1I. Transportaticn Alternatives

Findings

1. On the bagis of costs of transportation and value at
destination, the trans~Alaska pipeline system and a
MacRenzie Valley pipeline system are the top most efficient
alternatives for bringing oll from the North Slope to the
Continental United States.

The knowledge of the costs of a trans-Alaska pipeline
system ig much firmer than the knowledge of the costs
of any other alternative system. The above finding
is based upon detaijled cost estimates for the trans-
Alaska system, grosser estimates for the MacKenzie
Valley system, and scanty estimates for other trans-
portation systems. Data does not exist to definitely
state the relative efficiencies of TAPS and MacKenzie
Valley pipeline system.

2, The MacKenzie Valley pipeline system would, on economic
considerations, supply oil to the Mid-Continent (Chicago)
area of the United States. '

It would be technically feaslble to deliver oill both

to Chicago and to the West Coast, or to transship the
oll from Chicago to the East Coast. An examination

of the economics, however, indicates that the preferred
market for a MacKenzie Valley system would be the
Chicago market.

3. The trans~Alaska pipeline svstem would deliver oil to
the West Coast.

This is the project objective, See also Finding VI-4.

4. MNorth Siope oil delivered to Chicapgo via MacKenzie Valley

pipeline system as compared with North Slope oil delivered to

the West Coast via trans~Alaska pipeline system is a matter
of indifference with respect to the price paid for oil
products by consumers and the value of crude oil at the field

in the North Slope.

Incremental supplies of crude oil from the North Slepe
to etther district will not change the price of oil in
these districts, under the existing institutional
arrangements affecting crude oll prices, or even 1if
the complex of policies affecting pricing of crude oil
are changed. The availability of North Slape oil will
not, in itself, change either the level of consunmer
prices or their geographic structure. The price of
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crude oil delivered in Chicage is higher than the price

of crude o0il delivered in the West {oast. The estimated
transportation charge to Chicago through the MacKenzie
Valley pipeline system is higher than that of the Tramns~
Alaska pipeline system by about the same amount as the
price differentisl between the West Coast and Chicago,
resulting in equivalent field netbacks with either system.

ITT. MNational Security Aspects

Findings

1. From a national security point of view, it is important
to get North Slope oil to the lower 48 states as soon as
poasible s0 as to lessen our dependence on potentialily
insecure forelgn sources of petroleum.

This is the finding of General George A. Lincoln,
Director, Office of Emergency Preparedness, following
review specifically requested through the Nationsl
Security Council,

2. The Alaska pipeline gives promise of bringing in a
significant quantity of North Siope ofl to the lower 48
states by 1975, earller than the MacRenzilie Valley pipeiine
system alternative.

There 1is no formal application by any source for a
; MacKenzie Valley crude oil pipeline. No detailed
i engineering plans or design work has been done. The
Canadian government has legislation similar to the
National Environmental Policy Act, which would require
comprehensive consideration of any such line.
Extensive negotiations would have to be undertaken
between the governments for such a line.

The pre-construction planning of the trams-Alaska
pipeline and the actual constructien of portions of
the associnpted marine transportation system, place
this system in a higher degree of readiness.

General Lincoln estimates that the Alaska pipeline
could bring the oil to market three years earlier
than any alternative,

3. Early completion of the Alaska pipeline must be considered
an important natiomal security obilective.
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This 13 the finding of General George A. Lincoln,
Dilrector, Qffice of Emergency Preparedness, following
review specifically requested through the National
Security Council.

4., The Secretary of Defense finda no distinct preference
from 8 natiomal security standpoint for any particular
mode of transportation.

Based on Lincoeln letter of November 30.

Economic Efficiency Considerations

Findings

1. HNorth Slope o0il can be found, ‘produced, and delivered
te the Continental Unilted States at substantially less cost
than oll imported from the Eastern Hemisphere,

This finding is based upon the conclusion of the
Chairman, Couticil of Economic Advisers that, "the

value of labor and capital resources the Nation would
have to utilize to obtainm crude oil from the North

S5lope wvia the trans-Alaska pipeline would be substan-
tially less than the claims against domestic rescurces
the Nation would have to give up to obtain an equal
amount of ¢1l from abread." Chairman MceCracken estimated
that the savings would be from 315 to %17 billion over
the life of the Prudhoe Bay field.

2. The resource savings to the Nationm are independent of
security and other oil pricing policies.

This finding follows from the calculation of the
regource gavings to the economy. This calculation

is based on the actwal cost of producing and trans-
porting North Slope oil as compared to the actual cost
acquiring imports from the cheapest world sources.
Both of these are independent of oil pricing policy
decisions. The resource savings would accrue without
oll import quotas or state prorationing actions.

3. A vear's delayv of delilvery of North Slepe oil forfeits
the possible resource cost saving of $1.50 to $1.70 pex

barrel, pr $1.1 - $1.25 billion in rescurce costs.

The loss is based on the amount ¢f crude oil forgone
during the buildup of the pipeline system to a 2 million
barrels per day capacity. Such less of throughput would
oanly be recovered at the extreme end of the field 1life,
and would have near zero present value,.
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Economic Impact on Alaska

Findings

1, ‘Trans-Alaska pipeline system construction will have a
major impact on the level of civilian employment in Alaska,
strongly concentrated in specific sectors and regions.

This finding is based upon the project description
and estimated indirect impacts. It indicates that
over a three-year period from 20,000 to 30,000
workers will be employed both directly and indirectly
on the production and transportation of crude oil.

2., Constructing the trans-Alaska pipeline system probably
will not lower unemployment in Alaska.

This finding is based upon experience with the modest
0il boom in the Kenai-Cook Inlet area, and is the
consequence of free immigration from the south 48

to Alaska. It is expected that the influx of job
seekers, with skill levels higher than theose currently
unemployed in Alaska, will cause the impact on
unemployment to be small.

3. Constructing the trans-Alaska pipeline will not, in
a major way, reduce the existing barriers to native employment.

This finding flows from the disadvantages that. the
natives currently have in competing for employment,
their isolation from centers of employment, and the
existence of a large job pool from immigrants.

4, Constructing the trams-Alaska pipeline will create
a significant temporsry growth im state personal income.

This finding flows from an analysis of the payrolls
and new employment created by the constructing of
the trans-~Alaska pipeline.

5. Constructing the trans~-Almsska pipeline system wiil
probably increase prices and cost of living in Alaska.

This finding follows from examinationm of divergent
positions taken by several scholars who have examined
the problem. It is clearly possible that the impact
could be opposite to that stated. However, the

State of Alaska estimates that prices and cost of
living will increase. This is found to be the more
probable cutcome.
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6. After the period of construction of the trans-Alaska

pipeline system, the Alaskan economy may experience a
significant downward readiustment. '

This finding is based upon the fact that the State of
Alaska has already increased its expenditures, out of
the bonus money received from the lease sales. The
studies which draw the coanclusion that the impact after
construction would not be major, base their argument on
increasing State expenditures to offset the decreasing
expenditures for the construction of the pipeline.
Since the State has already increased its expenditures,
the above finding appears the probable outcome, unless
the State undertakes deliberate stabilization action.

7. The State of Alaska will receive very substantial
revenues from the development of North Slope oil.

The estimated royalty and tax revenue from North 8lope
olil to the State is about $300 million per year at full
pipeline capacity. The amount of State revenue will

not differ significantly under either the trans-Alaska
pipeline system or z MacKenzie Valley pipeline system,

as alternative trangportation modes, asguming a 2 million

barrel per day throughput of Alaskan oil through either
system,

8. The long—-run impacts of development of Neorth Sliope oil
on the State of Alaska are dependent upon the policies and

actiona of the State and its spending decisions with respect
to the State revenue.

This finding simply states that the additional income
to the State offers an opportunity to move in many
alternative directions. The direction actually chosen
will determine the final Impact on the State.

Cther Considerations

Findings

1. The impact on the balance of payments of the development
of North Slope o1l will be positive; the size of the positive

impact ig uncertain,

This finding is based upon the conclusion that North
Slope o1l will displace an equal amount of imported oil
and therefore reduce the outflow of payments for oil
imports. Such a reduction will also tend to reduce
United States exports as it reduces the amount of dollar
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exchange available to the rest of the world. In the
first instance, the impact is positive through the
direct reduction of import expenditures. The final size
of the impact depends upon the timing and size of the
return dollar flows. This is uncertain, and no more
precigse finding 1s possible.

9. The trans-Alaska pipeline system will use United States

‘bottoms for 1its tanker segment to U.S. ports.

This finding flows from the application of the
Jones &ct.

3. Construction of the 33 new tankers required in the
United States shipyards will generate substantial employment

and income to those shipyards.

This finding is based upon the announced plans of the
Alyeska Company and the analysis of the Department of
Comnmerce.

4, Any diversion of oil shipped from the trans~Alaska
pipeline. to other thanm West Coast ports will be temporaxy

in nature.

This finding is based upon the growth of demand for
crude petroleum on the West Coast of the United States
and on the economic considerations for the destinatien
of Noxrth Slope oil through the trans-Alaska pipeline.
If the trans~Alaska pipeline is built and goes te full
capacity during the first few years of its operation,
there may be oil available which is surplus to West
Coast needs. The plans under this eventuality are to
ship the oil either to the Gulf and East Coasts of the
United 8tates by transshipment at Fanama, or to an
export market, presumably Japan. The growth of demand
on the West Coast indicates that by the early 1980's,
a crude oil deficit will exist Iin excess of 2 million
barrels per day. Because of the relative prices of
crude oil on the West Coast and in Japan, and because
of the transportation cost of transshipment through
Panama, the West Coast destination is clearly preferred
on economic grounds. Therefore, any diversion of
trans-Alaska pipeline oil from West Coast destination
will be temporary 1in nature.
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Whatever mode is chosen for transportation of gas, it is probable that
economies of transportation cost and environmental impact will result
from moving oil and gas through a common corrider (possibly but not
necessaxrily through the same pipe or concentric pipes). The extent of
such gegnomies is not estimated in the present analysis,

Potential for Export of North Slope 0il

Questions have been raised concerning the possibility that North Slope
oil would be exported to Japan. 40/ Japan is heavily dependent omn
imported oil. 1In 1965, 56% of Japan's total energy consumption was of
liquid fuels; this ratio is expected to climb to 8CG% by 1980; production
was less than one percent of consumption. In 1968, its imports amounted
to 15 percent of the world's inter-area oil trade, Japan is the world's
largest oil-importing country, and is expected to remain so through 1980.
Japan imports over 83% of its o0il from the Middle East, and thus faces
greater external dependence and greater concentration of that dependence,
than does the United States. 41/

Whether such delivery would take place depends on economic considerations,
A comparison of netback at Valdez is based on the prices quoted earlier in
this appendix and tanker charges quoted in Appendix K, Part 2:

Los Angeles New York New Yaork Japan
Delivered price $3.29-3.33  $3.63-3.74 §3.63-3,74  $2.38-2.80%2/
Less: Transportation .30 . 70% 1,90%* .20
Tariff -- -— .28 42/
Netback at Valdez $2,.99-3,03 $2.93-3.04 $1.73-1.84 $ 1.90

% Papama Canal pipeline %% Small conventional tanker

Shipment to New York via large tankers and a Panama Canal pipeline would
yvield almost the same netback at Valdez as shipment to Los Angeles, and
gould yield up to $1,00 per barrel more than shipment to Japan.

Costs of &2 pipeline across Panama, however, would be based on the usual
lifetime of a pipeline~--20 to 30 years or longer. Construction of such
a pipeline would be justified on the basis of continuing throughput at
maximum capacity. If the North-Slope-to-district V excess were to
evaporate in less than ten years {as currently suggested) then it is
unlikely that volume would be available for such a pipeline throughout
its 1life, Tanker routes from the Middle East could go to either Coast at
roughly the same price so, unless the Peru, Ecuador, or Gulf of Alaska
regions yield substantial production for U.S. markets, there is no
incentive to build the Panama pipeline for crudes other than those from
the North Slope.

If a Panama pipeline were not built, the table suggests that the costs of
shipment in small tankers capable of negotiating the Panama Canal might
be such as to make sale to Japan preferable to shipment to New York.

Even at $1.90 per barrel in Valdez, it would probably still be possible
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for the shipper to make a small profit--with TAPS charges of $.70,
production costs of $.30, and royalties and lease costs of perhaps
$.66 (see Appendix H)--a total of $1.66,

SUMMARY

In 1980, the crude oil deficit in either district I (East Coast) or
district IT (Midwest) would be adequate to absorb 2 million barrels

per day of North Slope production by displacing non-Canadian foreign
crudes. Under low~deficit assumptions, delivery of 2 million barrels
per day to district V (West Coast) would displace all imports (including
those from district IV) and still have 420,000 barrels per day excess

to go to district I or foreign users, In the middle deficit case {or in
the low-deficit case 1f North Slope production were only 1.5 mb/d),
Canadian imports would be displaced from district V to district I1,

but no further surplus would result,

A central assumption of the present analysis is that mechanisms will be
available to maintain prices at their current levels, so that delivery

of low-cost North Slope crude will not depress prices in the district

to which it is delivered. Under that assumption, delivery of North

Slope crude to Los Angeles via the trans-Alaska pipeline and tankers, and
delivery to Chicago via a MacKenzie Valley pipeline, yield essentially
identical netback values at the wellhead; i.e., these alternatives have
the same cost. Other alternatives, including the use of these transpor-

tation methods to other destinations, have substantially lower netback
values {higher cost),

Alternatives other than TAPS would delay development of the resource:
for each year's delav, the forfeit of resource cost saving is of the
order of $.1 to $1.26 blllion, Whatever alternative is chosen, it is
clear that economies of transportation cost and environmental impact
will result from moving oil and gas from the North Slope through a
common corridor. The extent of such savings is not estimated in the
present analygis,

Finally, it is possible that North Slope deliveries via TAPS will

exceed the capacity of district V to absorb them in 198G, If this
excess prevalls for only a brief period, and if no other major sources
of throughput for a pipeline through Panama are available for the longer

term, it is possible that some North Slope crude will be exported to
Japan,
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In arriving at the trade deficit applicable to pipeline transportation
costs, the report estimated that 50 percent of the total charges would
be returned to the U.S. as dividends and payments on principal and
interest., Actually, the dollar outflow for crude shipment would be
the same as payment for imports and would be subject to return flow
analysis as was the capital investment. Furthermore, the Canadian
petroleum moved through the pipeline would be an export to the U.S,
and respond to the international trade relationship already mentioned.
The Alyeska study needs to reexamine all factors involwed in the balance
of payments impact of the trans-Canada pipeline. In every instance,
the analysis must include the higher order return flows as well as the
first round dollar returns,

EXPCRT OF NCRTH SLOPE OIL

Although the U.S, West Coast and the Mid-Continent are considered the
prime markets for Alaska oil production, export opportunities appear
attractive,

A possible plan for North Slope production, if available at the two
million barrels per day rate, is for 25 percent of the 0il to be shipped
to markets beyond the West Coast by 1980. 32/ This volume, approximately
500,000 barrels per day, would be available for movement to the U.S.

Gulf Coast, Fast Coast or export to foreign markets. Alyeska Pipeline
President, Mr, Edward L, Patton, has indicated crude sales to Japan could
amount to 100,000 barrels per day by 1980. 33/

Final distributilon of the crude transported through the pipeline rests
with the oil producing companies or the crude purchasers, One such
company is British Petroleum Co,, Ltd. of London, a foreign based
company, who through subsidiaries and associated companies, controls
approximately 50 percent of the estimated Prudhoe Bay field reserves. 34/
Currently, this company does not have marketing or refining facilities
on the West Coast and it should be assumed that initially crude volume
would be exchanged or sold to willing buyers either foreign or domestie,
As a forerunner of possible transactions, British Petroleum signed an
agreement in September 1970 with a group of Japanese oil companies
which would inelude marketing an undisclosed amount of crude oil in
Japan. 35/ Regardless of the fipal disposition of British Petroleum's
production, some portion of income derived from Alaska oil will be

repatriated by the parent company and bhecome a dollar outflow for
balapce of payment purposes.

Point of delivery is another major determinapt for export consideration.
North Siope oil delivered to an Alaskan port or the U.S. West Coast
offers a greater opportunity for entry into the export market with the
balance of payment implications determined by the exported crude volume,
with respect to domestic petroleum demand, and the U.S, trade position
with the importing country. In contrast, North S8lope o0il delivered to
the Mid-Contiment region would more than likely remain in the domestic
market. The balance of payment impact would be determined by the dollar
outflow for transportation through a Foreign pipeline or benefits
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attributable to reduced imports from Capada, Balance of payments
benefits from lower Canadian oil imports would be far less than from
other oil-exporting countries, As previously stated, Canada is the
only crude import source having excess production capacity., It also
has the highest propensity te import from the U.S.

The competitive participation of Alaska crude with the world oil markets
has improved as a result of the 1971 price increases under the Organiza-
tion of Petroleum Exporting Countries Agreement, In addition, worldwide
polliution awareness has placed a premium on low sulfur content crude
stock,

Exporting Alaska production is further enhanced because international
oil movements are not subject to the Jones Act. 36/ This Act stipulates
that U.S, built, registered and manped tankers be used in U.S5. coeastwide
trade, Estimates are that crude movement costs are about ope-third less
in foreign constructed and registered tankers than in U.S. vessels, 37/

From the balance of payment viewpoint, exporting U.S. crude oil in
foreign tankers creates the same dollar outflow to third-country tanker
owners as is found in importing oil. However, the export action itself
provides a direct inflow of dollars or an offset to other balance of
payment transactions between nations involved, depending upon the normal
trade posture.

Exporting oll to & country such as Japan provides an opportunity te
ephance the U,S. balance of payments structure because dollar return for
0il imported is not Likely to displace other trade patterns. Therefore,
the propensity to import from the United States would improve with
higher first round dollar returns.

Carried one step further and considering balance of payment aspects
only, an import-for-export program could work to the advantage of the
overall U.S. balance of payments. Alaska oil exported to Japan at the
market price could be exchanged for currently cheaper imported Middle
East or Venezuelan oil delivered to the Gulf Coast or East Coast, The
advantage pained would be dimdmished if both exported and imported oil
were moved in foreign tankers,

A reduced rate of deliverablility or an extended delay in providing
North Slope production to either foreign or domestic markets will have
an adverse ilmpact on U.S, balance of payments, The extent of the
impact can only be determined by identifying the sources and volumes
necessary to satisfy the increased petroleum demand.

In the sbsence of increased domestic production, synthetic fuels or
alternative energy sources, the added demand must be satisfied by
foreign imports. Tmports from the exporting countries which have
granted concessiops to U.S. 0il companies may have even larper adverse
balance of paywents impacts than those previously mentioned. Beyond the
recent price increases negotiated, some countries are now mowing to

F-21




participate directly in oil company concessions, Other countries

have announced concession take over upon expiration of existing
agreements. The dollar value of foreign country participation in
concessions will elimipate repatriation of that amount directly to

the U.5. and subject it to the normal balance of payment trade pakttern
of the country involved.

0f greater concern is the adverse effect of the increased capital
investment necessary to supply increased import capacity without

North Slope oil. The capital outlay and balance of payment position
will be along the lines previously discussed, but will depend upon the
exporting countries involved and the production capacity desired, At
least part of this foreign investment will displace funds available for
domestic petroleum exploration in beth Alaska and the lower 48.
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APPERDIX ¥

BATANCE OF PAYMENTS

SUMMARY

Balance of payments impact is derived from total dollar outflow
compared to cumulative dollar return over time. Outflow aeccounts,
for foreign oil imports, include initial capital Iinvestment and
transportation costs in foreign tamkers. Annual dollar outflows

to the exporting country comprise the retained value, consisting of
oil production payments from taxes, royalties and local payments for
wages, utilities and other local expenditures. Dollar outflow varies
for each exporting country; approximate retained walue ranges from
$1.30 for Venezuela to $.89 for Kuwait.

Return dollar flows to the United States are the first-round direct
trade with the exporting country and the higher order return flow
from cumulative thivd-country purchases from the U.S.

Direct trade return flows are considered to tsake place in the same
periocd as the dollar outflow. The magnitude of the dollar return is
i dependent upon the propensity to import (inclination to buy) from
the U.S. by the oil-exporting countries. The propensity to import

P changes continually depending upon the trade pattern between the two
countries., Average propensities for oil~exporting countries range
from a high of .514 for Venezuela to a low of .062 for Algeria.

Higher order return flow of dollars ls available over time from
imports by third party countries., These countries are trading
partners of oll-exporting countries but they also buy from the U.S,

The impact of Canadlan oil imports differs from other oil-exporting
countries because of the complex ownership of Canadian industry--

about one-third of all Canadian manufacturing is owned by U.S. companies,
Based on the historlcal average, Canada's propensity to import from

the U.S, is approximately 71 percent.

: The impact of Alaska crude oil production on the United States balance

i of payments has been covered in many reports on the Trans Alaska Pipe-

- line issue. The balance of payments analysis in each study was based
upon data and methedology introduced in the Cabinet Task Force Study
on import controls, That study examined quite extensively the balance
of payment ramifications of increased ofl imports from various oil-
exporting countries. Variations in selection and interpretation of
the Task Force report data resulted in major differences found in
conclusions of the Individual pipeline studies.
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The Department of Interior Environmental Impact Statement for the
Trans Alaska Pipeline estimated the balance of payment benefits from
North Slope production over oil imports to range from $470 to 3680
million per year in 1980. Furthermore, another $500 million would be
saved 1f capital outflows for foreign production were not necessary.

Charles J. Cicchetti and John V, Xrutilla, in reply to the Environmental

Impact Statement, contended that over the long term, 95 percent of the
dollar outflow for foreign production would return to the U.S.. As a
result, the annual benefits for the Trans Alaska Pipeline would be
limited to $36.5 willion.

The Environmental Impact data indicate the maximum balance of payment
annual benefits accruing to North Slope oil production would be $.65
to $.94 per barrel. The Cicchetti and Krutilla analysis proposed an
annual benefit of $.05 per barrel. A third report by Dr. Burgess
arrived at an annual benefit of §.78 per barrel. Department of
Commexce did not provide an analysis because they felt that recent
international monetary problems and changes in U.8. import patterns
would mske any estimates extremely speculative., An Alyeska report on
a trans-Canada pipeline assumed that only 50 percent, or one million
barrels per day, of pipeline capacity would be available for Alaska
production (the remaining 50 percent would be used to import Canadian
oil). Therefore, Alyeska asserts that a balance of payment deficit of
$4.11 per barrel would result,

The final destination of North Slope oil may become a major issue in
balance of payment impact, An estimated 25 percent of North Slope
production delivered by a trans-Alaska plpeline may move to markets
beyond the West Coast, including possible export to foreign buyers,
0il delivered to the Mid~-Continemt would likely remain in the domestie
market but it would be moved through a trans-Canada pipeline and
transportation costs would become a dollar outflow,

Actually, establishment of an export-for-import program could be
favorable from an overall balance of payments position., Higher

priced Alaska oil could be exported to Japan in exchange for Middle
East or Venezuelan petroleum imported to the East Coast or Gulf Coast,
01l moved between U,S. and foreign ports would be carried in foreign
tankers and would represent an outflow for balance of payments purpossas,
However, foreign tanker costs are about one-third less than for u.s,
built, registered and manned vessels.

Recent increases in forelgn crude prices, royaltigs and taxes plus
changes in concession agreements will reduce the dollar repatriation
directly to the U,S. Also, in the absence of North Slope production
greater capital investment will be needed to increase foreign pro-
duction capacity. All of these actions will have an adverse Impact
on the U.§S, balance of payments,
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C. Exchanges With Japan

An alternative to selling ANS crude oil in the U.s.
is to exchange it with a Japanese refiner in return for,
say, Persian Gulf oil,

In general, an exchange may permit a reduction in
total transport costs of the two parties to the exchange,
Or, by providing each party with a different crude than
he would have withouk the exchange, it may provide the two
patties together with a net increase in crude oil value.
There will be a net change in crude oil value for the two
parties together if the relative values of the two crude
0ils in the two different markets differ because of
differences in processing cests, product slates, and product
demands. Should an exchange permit a reduction in total
transport costs, but at the same time involve a net reduction
in crude oil values ko the parties taken together, the
exchange will still generate a net increase in total value
if the savings in transport costs exceed the reduction ip
oil values.

The sections below discuss the compenent calculations
involved in an exchange between an ANS crude oil owner and

a Japanse refiner. In addition to components associated
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with transport costs and quality costs or bepefits (crude
0il values to the two anWSmnwuﬁ caleulations include a
duty incurred on Persian Gulf nnamm landed in an exchange
en the 0.8. Gulf Coast.
As parties to an exchange, both the ANS crude owner
and the Japanese refiner might be better off, Gr, one
party, say the ANS owner, might be made better off witheout
the other party, the Japanese refiner, being made worse
off. The extent to which each party gains by exchanaing
varies with the terms of the exchange. Regardless of the
terms and the relative bhenefits to each party that result,
the total net bhehefits are the same, given the transport
costs, quality allowances, and applicable duties 1if any.
However, calculations in scenarios IV-VII in Chapter IX
hypothesize that in an exchange total net savings to tha two
parties result in higher wellhead prices for the ANS crude.
Thiz allocates all the gain from the exchange fo the aNS
crude owner, none to the Japanese refiner. It should be
noted, however, that it may be necessary, in order to induce
a foreign party into an exchange, that some of the net trans-
portation savings be shared with it, thus redvecing the benefits

te the U.8. party. It should also be noted that not all of

EO-088 O = 77T « &
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e .5, cost savings from an exchange need accrue to the
znefit of the ANS producers. It is possible, through
ijustments in the entitlements program, to pass those
avings on to refiner-purchasers and theoretically to con-
smers. In either event, wellhead prices would be lower
1an indicated in this analysis.

Finally, it should be emphasized that in an exchange in-
>lving domestic erude, the foreign crude received in exchange
s ordinarily treated under the entitlements program exactly
5 the domestic crude would have been treated. Although
ransport costs, guality adjustments, and incurred duties may
: different, there Is assumed to be no difference in net
ititlement benefit to domestic refiners who purchass the
i8 crude if @delivered to the U.S. Gulf Coast, or,
lternatively, the Persian Gulf light when landed on the
11f Coast in an exchange. The o0il used in the 0.5. is
reated either as import tier or as upper tier for entitlas-
:nt purposes, regardless of whether it is ANS crude or

:rsian Gulf light received under an exchanage,

. Transportation Costs

in the absence of an exchange, ‘erude is shipped from
ildez to the U.8. Gulf Ceast and Japan imports light crude
com the Persian Gulf, For 1977, estimates of tanker costs

‘e, respectively, $2.70 per barrel and $0.75 per barrel,
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the latter based on AFRA. This iIs a total of $3.45 incurred
by both parties. The Valdez-U.S. Gulf tanker cost includes
a $0.20 Panama Canal toll znd a §0.20 lightering c¢ost for
passage through the Canal. In addition, for crude shipped
from Valdez to the Gulf Coast there are two unloading losses
of $0.07 per barrel for each unlcading and an unloading fee
of $30.04 per barrel at the destination. On the delivery
from the Persian Guif to Japan there is a 30,07 per barrel
untloading loss. Total transport costs to both parties, the
sum of tanker rates, unleoading losses, and unloading fees,
are $3.45 + $0.18 + $0.07 = §3.70.

With exchange, the estimated tanker cost for shipping
¢rude in U,5. flag tankers from Valdez to Japan is $§1.25
per barrel. (All transport cost estimates are subiject to
error and this estimate especially because it depends upon
U.8. flag tanker deployments in the West Ceoast, Gulf Coast,
and Japan trade simueltaneously). The AFRA-based rate from
the Persian Gulf teo the U.5. Gulf, including a 50.20 per
barrel transshipment charge in the Caribbean, is $1.35 per
barrel, “The total for the two parties is $2.60. Adding
$0.18 per barrel unlcoading losses and unloading fee on the
shipment landed at the Gulf Coast and $0.07 per barrel on
the shipment landed in Japan, brings total transport costs

up to §2,85,
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Thus, the net reduction in transport costs for both
varties in an exchange is estimated at $3.70 - 2.85 = 50.85

ver barrel. (See Table VII-4 on page 4§ ).

'v  Quality Adjustments

In an exchange, & Japanese refiner accepts a crude
vil, aNS, that is worth $0.20 per barrel less to him,
n these calculations, than Persian Gulf light. At the
ame time the ANS crude owner lands Persian Gulf light
n the G.5. Gulf that is $0.10 mere valuable to him
here than the ANS crude.

Thus, there is a net reduction in crude oil values

¢ the two parties, taken together, of $0.10 per barrel.

- U.5. Duty

In the current analysis, the foreign barrel entering
he U.S. is assumed to incur the full $06.21 import fee,
his becomes a factor that reduces the total gain from

xchange.
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4. Gain From an Exchange

Iin an exchange, total transport costs would be reduced
by $0.85 per barrel. This gain is partially offset by &
net reduction in crude value to the two refiners of $0.10
per barrel and a U.S. import charge of $0.71 per barrel.

The net total gain to the two parties is §0.83 -
50.10 - $0,21 = 30.54 per barrel. If a foreign tanker rate
estimate of $0.45 per barrel is applicable for a Valdez to
Japan delivery, the total gain in an exchange is increased
by S0.80 te $51.34 per barrel.

5, The Effective Exchange Rate: Allocating Gain Entirely
to the ANS Owner

The division of the net total gain varies with the
effective terms of the actual exchanges the two parties
settle upon.

In scenarios IV-v¥I, all the gain is enjoyed by the
ANS owner, although a Japanese refiner is left no worse
off, It is as if the ANS owner offers an exchange in
which He takes dellvery at the Persian Gulf, and offers
each Japaneze refipner a delivery in Japan of ANS crude.
It would pay each Japanese refiner to offer a crude oil
exchange rate up to the rate that would be equivalent to

a landed cost per barrel to him not greater than what he
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‘an land Persian Gulf light for with his appropriate
[uality adjustment. TIf there is sufficient competition
imong Japanese refipers to yield this result, all gains
iccrue to the ANS owner.

In scenarios IV and V, the effect for the exchanged
\art of AR5 crude is a $0.54 higher Valdez or wellhead
et back price for the ANS crude in 1977 than realiged
¥ marketing on the Gulf Coast under the same antitlements
reatments. In scenarios VI and VII, in which foreign flag
ankers are used to Japan, the effect iz a %1.34 higher well-
zad price.

The computation under scenarios IV and V is as Ffollows:

Without exchanage

Costs of transportation to the Gulf Coast
s $2.70 + $0.18 = 52.88.
With exchange
Transportation cost from the Persian Gulf to the
-8. Gulf Coast is $1.35 + $9.18 = $1,53 per barrel. 2add $1,25
$0.07 = $1,32 in ceost from Valdez to Japan. In Japan, get
n effective crude cil exchange rate from a Japanese refiner
hat leaves him no worse coff. He settles on a rate such
fiat the ANS owner's total effective costs are {1) reduced
¥ 50.75 + $0.07 = $0.82 per barrel because of transwort

osts avoided by the Japanese refiner; and {2) increased by
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$0.20 per barrel because of a guality reduction jncurred by

the Japanese refiner. Finally the ANS owner pays $0.21 per

barrel import charges at the U.5. Gulf. The algebraic sum

or net cast to the ANS owner

$1.53 + $0.21 + $1.32

The net gain to the ANS
= $0.54 which is measured as
netback. Under scenarios VI

is made except that $0.45 is

is:

- $0.82 + $0.20 = 52.44,

owner is $2.88 ~ $2.44 + 50.10
an increase in his realized
and VII, the same calculation

used as the Valdez to Japan

kransportation charge, in which caze the net gain at the

wellhead is $1.34.
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: TABLE VII-4

Potefitial Ocean Tanker Cost favings of an Exchange with Japan (1978)
-

VALDEZ _ o

$1.25 in 1.5, Flag <mmmmHm

i $2.70 in U.S. ¥
0.45 in foreign vessels . . 1 §.8. Flag Vessels

.5. GULF COAST

§1.35 in foreign flag

mo.qm in foreign flag vessals

vessals

FERBIAN GULF

Jombined tanker costs of delivering a bharrel of crud
3ulf coast and a barrel of crude to Japan. - e *o the U.S.

1. pirect Shipment 53,45
Valdez to U,S. Gulf $2.70 U
Persian Gulf to Japan «7h

2. Exchanges with Japan

A. Using U.S, Flag vessels from Valdez to Japan $2.60
Valdez to Japan $1.25
Persian Gulf to U.S. Gulf 1.35 .
B. Using foreign flag vessels from Valdez to Japan
: Valdez to Japan £0.45 P ’ $3-80
Pexrsian Gulf to U.S5. Gulf 1.35

‘ankexr cost savings from the exchange

1. Using u.8, Flayg vesscels from Valdez to Japan £0.85
Birect Shipment 53.45
Less exchange - 2.80

2. Using foreign flag vessels from Valdez to Japan $1.65
Direct Shipment £23.45

Less Exchango - 1.EB0

e

i
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CHAPTER VIIT

ENTITLEMENT TREATMENT .

Under FEA price regulations adopted to implement the
statutory crude oil compeslte price regulations, domestic
crude o3l is classified as lower tier (about 50 percent
of total production), upper tier {about 36 percent) and
stripper well {about 14 percent).

Stripper well crude oil, which is production from
properties which have declined to a level of 10 barrels
per day per well or less for a 12 month peried, is
permitted by statute to be sold at market price levels
in order to provide incentives to proleng production
of marginal properties.

Upper tier crude oil generally includes productien
from properties which began production after 1972, plus
incremental production from older properties which
exceeds a certain base production level. The upper tier
price (which averaged $11.64 per barrel at the wellhead
at the end af 1976, or ﬂosovwm.mu.oa below the delivered
cost of imports) is generally designed to stimulate
additional production from clder properties amd to
encourage further expleoration and development of new

domestic crude oil resources.
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DEPARTMENT OF ENERGY,
Washington, D.C., April 23, 1978,

Hon. JoNATHAN B, BiNGHAM,
Chairman, Subcommittee on International Economic Policy and Trade, Committee on
Foreign Affairs, U.8, House of Representatives, Washington, D.C.

Dear MR, CHAiRMAN: At the President’s request and in consultation with Secre-
taries Kreps and Vance, | am taking this opportunity to present the Administra-
tion's position en Congressman McKinney’s bill, H K. 3301, which would amend
Section 4(1} of the Export Administration Act (EAA) as amended by the Export
Administration Amendments of 1977. As you know, the Administration has already
transmitted a bill which would extend and amend the Export Administration Act
without section 51). This bill is now before your Subcommittee.

The Administration is opposed to any extension of Section 4(1) of the EAA which
expires in June 1979, or any new legisiative propesals which weuld further restrict
the President’s authority to authorize swape of Alaskan North Slope (ANS) crude
oil. It is the Administration’s position that H.R. 8301 is unnecessary and could
prevent the President from acting in the national interest. Although the crude oil
export restrictions in the EAA expire in June of this year, Section 28{u) of the
Mineral Lands leasing Act of 1920, as amended by the Trans-Alaska Pipeline
Authorizatien Act, would remain intact and would prohibit any exports of ANS
crude unless the President made a finding that such action did not diminish the
total quantity or quality of petroleum available to the United States and that it was
in the national interest. :

The Administration is not proposing that any U.S-produced oil be exported, but
rather seeking to assure that the President and the Congress are not unduly
constrained in considering such action should it be in the national interest. The
regional "surplus” of crude oil on the west coast should be eliminated through
refinery retrofits on the west cosst and by transportation to inland States over
efficient west-to-east pipelines. Any decision to authorize swaps would have to take
into account the circumestances prevailing at that time, including such factors as the
impact of swaps on the U.S, balance of payments and the U.S. maritime industry,
the costs and benefits of such a decision to oil producers, consuniers, the State of
Alaska and the U.8. Treasury. Nonetheless, it i8 conceivable that swaps of Alaskan
north slope crude oil will become necessary at some time to induce additional
Alaskan and west coast production and to improve economic efficiency,

QOur objections to the McKinney Amendment are discussed it more detail below:

Increasing Alaska and California crude vil production

0il fields in Alaska and California provide over 22 percent of all U.S, crude oil
production and in the next 10 years, these two states’ production will continue to
increase substantially. We should strive to eliminate the risks for the producers that
militate against the exploration and development activities that will increase long
run production of Alaska and California crude oil. Failure to eliminate these disin-
centives could mean a loss of as much as 600,000 barrels per day of domestic crude
oil production in the post-1985 period because of lower wellhead vaiues and reduced
oil and gas leasing.

As long as the apparent regional surplus persists, considerable local opposition to
expanded leasing and development in areas such as offshore Southern California
and the Beaufort Sea off of Alaska can be expected. Local cooperation is essential if
we are to expand successfully development in these areas.

Feonomic efftciency

It is our expectation that wesi-to-east pipelines will be built; however, if one or
more such pipelines are not constructed, the Department of Energy estimates swaps
of ANS crude could improve the transportation and crude oil production efficiency
of the 1U.8. economy by as much as 3800 million per vear or a total of $10 billion
over 20 years. Tax revenues to the Federal Goverament could increase by as much
as $680 million per year or a total of $8.5 billion over the same period as a result of
higher wellhead values due to more efficient transportation systems. Furthermare,
any resulting production increase would reduce net imports and improve the U.S.
batance of payments, The maximum incresse in production of 600,000 barrels per
day would improve the U.S. trade balance by as much as $3.9 billion per year. In
addition, under many circumstances, increased crude oil production can restrain or
moderate potential increases in the world price of crude oil. Any restraint on world
crude oil prices provides significant benefits to the U.S, because of our dependence
upon large volumes of foreign crude imports.
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Security of supply

Under the Agreement for an International Energy Program (1EP), the amount of
0il which would be available to the U.S during an embargo or other crude suelprlly
interruption would not be affected if the United States were to swap crude oil. The
amount available to the United States would be determined by historic consumption
and net import volumes which would remain unchanged if the United States en-
gaged in export swaps, : :

n the worst case scenario, in which the U.S. were suffering a severe shortfall and
for some reason the IEP system were not activated, export contracts could be
interrupted and Alaskan crude shipped to U.8. Gulf or East Coast markets. This
would possible because swaps would only be permitted under contracts which
could be interrupted if U.5. crude oil supplies were threatened and under export
licenses subject to revocation were that to }i?:;gen. In an embargo, there would be
sufficient United States and foreign flag V 's to bring Alaskan oil to Gulf and
East Coast refineries capable of processing it.

International commitments

The proposed McKinney Amendment may not adequately allow the United States
to meet two important international commitments--our oil supply commitment to
Israel, and our cbligations under the emergency oil sharing system of the Interna-
tional Energy Agency (IEA) developed pursuant to the IEP. Mr. McKinney's pro-
posed amendment provides for exports to Israel pursuant to our bilateral agree-
ment, but such exports would be limited to 180 days and could be terminated at any
time during that pericd by vote of either House., We urge full clarification of our
authority to back up our commitment.

This commitment was an essential element in the negotiations leading to the
conclusion of the Peace Treaty between Israel and Egygt, and we are very con-
cerned that we be able to live up to the obligations that we have undertaken,

In addition, the McKinney Amendment does not provide for fulfilling our obliga-
tions under the IEP emergency oil sharing system. The authority to export U.S. oil
under the IEP system, granted by Congress in section 251 of the Energy Policy and
Conservation Act of 1975, could be interpreted as being limited by Section 4(1) of the
Export Administration Act. Therefore, even if we never use our emergency sharing
authority, we need to make our authority to-export under emergency conditions
_absolutery clear to our IEA partners and thus demonstrate to them that we are
fully committed to the sharing system.

It is virtually impossible that the U.S. would ever be a net exporter of oil under
the IEP sharing si/sbem. If in & crisis we were obligated to supply oil to other IEA
countries, we would normally do so by diverting imports. However, it is conceivable
that for maximum eft‘u:ienci'1 and effective distribution, we would want to swap U.S,
oil for other ¢il under the sharing system, without changing the total amount of oil
to which the United States would be entitled. .

Legal concerns -

The McKinney amendment, as currently drafted, poses a real danger of frustrat-
ing the will of Congress and the President by requiring that several legally ambigu-
ous standards be met. In our opinion, adherence to the standards may either be °
impodsible due to unforeseen conditions or be interpreted by a court in a different
manner than the Congress or the President intended. It must be recognized that
such a result would prevent Congress, as well as the President, from fulfilling a
stated course of action which both felt was in the national interest.

With these considerations in mind, I ask that you allow the existing EAA export
restrictions to expire and grant the President the flexibility to consider export
options if he concludes that they are in the national interest. The Department of
Energy has been advised by the Office of Management and Budget that the views
herein stated are in accord with the President's program.

Sincerely, .
James R. SCHLESINGER, Secretary.

ANSWERS TO QUESTIONS FrOM THE DEPARTMENT OF ENERGY

Question 1. What is the present production of the Alaskan pipeline? How much of
Alaskan oil is shipped to the West Coast, and how much passes through the Panama
Canal to the Gulf and East Cosst? . )

Answer. The present production of the Trans-Alaska Pipeline is 1.2 million bar-
rels per day. Of this amount, 800,000 b/p/d are refined on the West Coast and
roughly 406:000 b/p/d are shipped by tanker to Gulf and East Coast markets



APPENDIXI:
The Japan Proposal(s) - Economic Relations Group



dnois SUOHE[SY DMUOUDDT S| paluf-ueder SUL

Lg61 Aenuep

urdef JO 1S SWikl] 343 pue
S2IVIG PANUL 3L JO JUSPISILG )
10} patedaig

|




DIWOLOS3 [BISIBG O3 JBY] UOHDIAUOD Pauaifiduells & llm yi0M SY
wo Azme swles dnoin) o], "SUOIEDU2UIIODAL PUE UOISSTOSIP 8l Ul
PasIPISUGY 5q PINOY SMAlA Iy} IBY3 0§ 912G Polun 9yl pus ueder
1J)0q Ul S[EnpIATpUr AukW YIIA PUE ‘[BIOYjo puE steaud ‘suoyeziuedio
Jo wawdas apim B )4 PAIJ0SUOD JARY[ SISGIUAL 9Y] “SUONIE[AL JHuoU
-0%9 se1mig penupy-ueder o) Sune[sr SansSt [RINIENHMW pUE [RiALE(IQ
Jo a8uel peorq ® powiumxd dnorg ey ‘reed jsed oy Juung
*$2LIJUNGH YIOG UI SAIPNIS PUNCIFHORY PIUOCHSHY
-1LI09 JO SOLI9S ¥ PUE §}JE}S 0AIID9}J2 DU Jrews AQ papie Afjenueisqns
sem dnotn syl "IPQUIGAON Ul OJSIOUEL] UES pUE ‘snEny ul TENfOUOH
‘0861 ‘AR U1 OSIQ PUB OAYOL ‘6L6F “IPQUIBIA(] UT UOISUMEEAL UI
go2pd Y001 siequisur [k FUoWre SUONTINSUCS TUIOF ou] ‘[[amAsUOf] ‘UL
-t “loousdg " A\ UOSPY PUR “AISI8ANU[} SjEA ‘SOIUIOUCOY JO I0853j01]
Wouled L 4ENE ‘edUsuly JO Nueg ‘jUapisald ‘UesnE[] "Ay TV ‘simipsul
yoressey EIMWION ‘UBWLNE) ‘Tyaes ROy “pi ‘yueq oA3ue)] myo[-fe(
“Juapisel ‘OIOWRINY 6ZNYS ‘UoneIodio) AuUcg ‘BRI “BHION oYY
ale sIoquiswl IO} -21elg Jo Awiarses Lndsg reuno] ‘osieBuy -g
11900y IOPESSEqUIY PUB ‘SIEJJY DHUOUODY |BUlAIXH 10} ISISTHIN 23e1§
JULIO} ‘BQIYS[) OYRMQON IOPESSBqUIY SJ8 UAWIEUD sdnorn ayf
“} usyyBuans o} peudisap
19ISIULY owEd SY) PuUR JUIPEIS o) O] SUOIIBDUSHHUOIL] fEUI
pue uni-1a8uoj oy 3940 drysuolie(es JWIOUCI [BI1S)ENQ Jfl Jumoajse
510172 aUWEXa 0% 81 dnoin oy} jo asodind JyJ "I191IE] WSPNaI] puE
BIIYQ JOISIUIP SIULLJ 918 SY1 WO1) 661 T ABW JO anbiunwwod jutof e
01 juensind paysIjqRIse SBM ‘SILIIUNOD OM} 91 JO SUeZId ajeaud Jydn
Jo Funsisuoo ‘dnoin suonejey MHLIOUCY §0IBIS palluf)-uedef syj

PAOMIIO]




:serdrounzd oonp w0 paseq aq p[noys dnysieursed iy,
PHOMA 2Y) UI SBRLICUCDI 1B J5031R] OM}
oyl ‘se1esg pestury oYy pue ueder usamlaq dmysreuned sasusyerdiod
pue “0A1132]]8 ‘9B0[0 © UO A[IABOY #1521 ‘Iaaomol] ‘Surajqord olouO2s
19peOI1q 988y} Tujafos By $soIS0IJ ‘SUOIINIOS [BIJEFIQ O3 9)qRUIUIE JOU
U suopepl onwouose uwdepsepeag peituy  Sunosye  swsqoid
9y3 Jo AUBW ‘SUOTIEOLJTIUE] [BUOHBUIRIE PROIQ Joy) JO osnevag

IXALNOD TVE0TO V NI dIHSNOLLY I
JIWONOOH NYJVI—SHLVLS GHLINA dHL 1

sursjgord Hrotjyip 01 dn 208] 01 SHLAIUROY YOG Uf $107008
s1eaud pue sjuswulaso? o) AQ 2IN[Ef ® ‘Wayjo ool (e ‘pus ‘uedef
ur sEe00® Ipyipwe jo ueqiezjereqy) Swdde; ‘asueiulojled OnUOUO
weouauIy atenbapeut ‘Anunos 1syie sy U1 A1uned Uowe Jo suondsored
Pa18PINC 10 USHEISHU ‘SIUSWIUG0ADE OM] 31 U3aMIPq SHLSIUEYDQW
aanelMsucs sienbopeur popnpur swejord osalf sadusfEys peqord
ynm Furpeap A[pAneIsdo0 Ul SILIUNOD OM] Y JO mwm:g:uotm ayt
soueyue pue diysuoyefal [2431e[lq .1 eacidurr 0] pessaippe aq o} pasu
su[qord Jo Jequinu e JEY} 1nq 'SaIRI§ Padupy oYy puw uedef Usomieg
s1srxs dipsuoiielal [eonijod pue onuwouoss AEay AJEIousd e 1Bl
PUTIC] JABY oAy ‘SUCTIE[RI O(WIOUOD? SOUJUNOD OMm] ayl 0} Zune|al
S9NSST [RILIE[IINUI PUR [RIZ1ENQ JO 28uEl prOIQ B pIufwEx: sey dnoin
suonERy Muloueoy ssiwg paimn-uedep syl ‘reed ised oy 3eaQ)

ATeUmumg IANNIXFY

|

"U1313} Uosmbag dNJSUONIRal S15) IDURLRIA [IIM
pUR SALIUNOZ Y10 JO $)82133U1 JeOlRU W1a)-800] 34} Ul S1 3 noLdIp
Areotyijod a1e 21108 SREYM ‘SUOIIEPUSLILIODAI S) [|E jo uoleuawaidur
ey} Sarsl[aq dnoiny 9], "dR[FUCNIRIa1 DILOLGIR Bif} JO SSIDONS I} FUIW
-12§ap Ljo)Bun{n JeY} J0(E] PUR ‘JLUSWISSRURN ‘STAtUNSUGD T }| ‘SIUTUNOS
300 Jo wisisds asudisjua areaird pojlielio 3syIRtU Y} Uf aduls 10)0as
3)EALId Y3 O} DASSRIPPR A18 SUDHBPUSLILIGIAL INYI0 [IIS 'SUOTIR[ed S1HI0U
-009 urdef-531835 Pajiun UC 103))a [BI0KoURG JURLSOLIL UR SARY [[IA 104
‘aimeu uronsaiop arow skadde pur Juswursaod auo 1snf 0 Ajustuud pa
-303Hp 21k ‘URdB{ JO HOEZIFPUOLIBLISIUT aly) U0 pue AJanonpord sajelg
patiuf] dutaolduil UG eSO 5B 4ONS ‘SIAN () ‘SUORIAT SALITNOD OM) 3Y)
UI33U0D A[ID2IIP PUR IOISIUNY SWILLd 91f) Pue JUapisald oY) 0 possaippe
alg suopIEDUaUNLOsa) sdnoln o1t Jo Jsow ‘sesedind s)1 dealny

*suta]qoxd J[natj)ip o1 dn 308 0] Pajie] dABY 5103038 ajeapid aanoads
-9 1oy} pur sjgaudiaaod yjog ‘usyjo 003 [jy ssindsip spely pue
JNLOUOID 30 uotiEzdlNed 3 puR ‘sonss] A310Us PSA[OSILUT ‘laRiBLl
asauedef a1 Jo uonezI[rIaq) Surdles ‘acuruLoylad SIWIOUOIY UBDLBWSY
ajeabape ‘A1Unod Ieyle s ul Anuned ysea Jo suondeoiad pajep
“INO 10 UYBISIUL ‘SIUAUIIIGA0E OM) ) 13313 SLISIUBYISLU SATITINRS
-u0? sjEnboprul S SIa}BW Yons apnpdul asay) swaqosd jo 1as proiq
© passaippe sey dnoin oy ‘Isaamoly ‘safusjeyn [pqod paleys jaow
0} AN[IqE S0p3un0a oml ayi aroldun pue diysuonepl oil SOUBUS
o] ‘duipremer A[eninw pue Ayjjesy ‘Tesousf T ‘S| sapljunod omj sy
udsamiaq drysuoizeres jeonifjod pue d{QUOZe JUALINO Y} JBYY SaAdYI(
dnoify sy "plOM 213 ©) PILPUI PUB ‘SILUUNOD YOO JO IUEJom
pue AJndas aininy sy 0) asuepodun snopuswaly jo st dyysuoleial

fl




1ojiad alam olayl JI USAD 151¥8 PG PUE SBLIUNCD 0/M)

21} UaaM]aq S30UBTa)JID [ELOIOTUTE §108}|a] SOUE[EqW] apEN B, —
“BOUR[EqUI IPEL] [B12)E[IG U} UQ SO0 SAIE3S SN

A01IRU ‘PATUMUCD € JO S30UsnDISUOD GSISAPE STIOWIST UdOq

0ARY 22( [ ‘SOJUR[E(WI] JUNODIE JUALIND PUR IPBII 10) SUDSE

a3 jo Juipueisiapun 12110q € g 01 SPepu o1yl ‘Iefnared up -

‘pouapuadapIajul JUCUOA [8401E ple [RIalefg
30 suoneondun pue sesned oy jo Buppuejssepun orgnd Fupaordun
ul Sj0I 2a00E dlow B Ag|d pINOYS 1oISTUH SUWRL] S} PUB 1USPIAIl]
atf], "sersrjod ORUOUDIICITFW NBUIPIODD 0] S1I0JIS pum 'SUCTIERONY
a1m odueydxs ufreroy Jo funppusy aYi ‘SeouR{EGUI HUNGDDE JUALND
PuE SpRI} SIPUBHIGWL [RIVE{Q ‘SelBsTpUL mpnotied m uoinjadwion
10 suiened SUTFURYD SE SIT]RWE [ONS JoAO0 SUDIIOH] J|GBIARUL 2IE 35U}
Lamay aums s 1y 'AOUSINIIJY IWOKODS [[RI9AC BUiseaIdul puw fAnunco
yses ur AJojouyse) pue [eHde djqEjleaR 01 Juippe ‘sadloyo yorpoud
Sinpuedxz ‘uonunadwos Funemuwgs Ag sfHUNGY Yloq o1 jgauay
[enueisgns jo si diysuciie[el SRUOuOsd uede[-s3ielg peuuf} eyl

JIHSNOLLVIZA
SIWONOOT HHL 0 SINAWTTIH OIsve 11

5401028 aeapsd pue o)jqnd 21} 1 TISY0 pue '5I3pES| J0QE| pUB
ssouisng ‘szolgpsBe] Jo) swiesford Rusyoxs pasueun pue
sananoe yoreosan Aonjod jwrol pesearow aq pInOES alsyl -
-a1eudoidde se sjpuueys asu Yinony se
[Jas SE SUCIIEZUEEIO OlLOUOI2 PUE SusSIuEydaE FUnsIXe
ysnongp Ssjel§ peuu[] 9y} pue uedel 1 SIapeI[ SsaURSnq
FUOUTR SUOHENEMIUINT PUR SIDTINOD DA{I39)J2 PUR 2ATSUIIUL
31010 USAZ PUE PASBAIOUT O} UAATE 2q pinoys uawsdeinooug  —
‘(syusuniedap puE SSHISTHIU pajuauc
AEOTISSUIOP 210 U1 95013 A[[RIF9dE9) SIUBAISS [TATD JQj SITE) |8
[puoneniolur up Jungen sapsdul DlROYE sjusuuian08 pog  —
‘$aijie YA UD[IBI{OSUOD PISEIIIU] JO I0AR] 1 SUOISID
-ap Aonjod |erajepun oalo) o) IoymwEs [RopIod awos pue
dnysiapea| Suons axnbar 4 1t ‘uonoe |enuepisad {B1p1E[UN
pue "aaptoap “idwioad uo winjwerd e Ind weli0 suoHEIAPISUOY
eoninod oiysawsop ssnecay weder JUIPRIDU ‘SR §11 Yim SUOH

-RJ[nSU0S 81 jo Ajjenb 3t saocudud isous S:le)g pajun) syl -
‘d[ysiapes] pue aaneliu [eonpjed pue onewopdip
funyelfapun pur ‘seUnad pEom ML Uia Uoneiadoos
a[uouony Supuawdne £g Aeoyweds ‘Aundss ples pue
[BIOEDI 1I0q 0) ;mqmuod Jsnwt wedep CA1EN0E sAluay
-aldwoy Jupnee Ul $93R1S POl ) YNM Usping a)Qennbs
algw © iapmoys pus ‘sanyigedes ssuajep-jies st usiBusns
*ajoz esuajap su Ajue(d pnoys ueder ‘1] Aunsag seyelg
panun-urder ays Jo suia) o £q pauyep st Ajundsas 03 pledal
A SIIRG pajun) oY) pue uedep usamiaq UOWEBUIPInOD pus

vopersdnos y; sal02)10 DUB J[GE[S SO AYEW O] I10PIO U] —

"SA1)3]008 Jlaw) | SZI|BUOLRULAIUE, ©

83j01 [RUOTIRUIOIM Mt dOJaAap ©) PISU $AJEIS PalU[} OYi pus L

y10q ‘swzjqoid |rqo uo sayiedo) Wiom 0y Aige jatp uayd

pue uoperedoos [rIRq HeY) jO SSsoudaljoagia syl asoidug of

‘sanssy 418128012 PUE JRISUBIIL] pUE ‘3inijnopde

‘AS1aua *Ansnpui pue opex ‘sucHe[al uflaro; ypm Suigsp

Selljslifs pue sjuaunledep 2100 B} JO S{EIDIHO  JOUGED
30 sBurjeaw ymof siporsed aq pinoys 213y) 'TRsf ur Sumudsg  —

"sjoAR]

[I® ie suosimymsucs pezize[nBol eioU puUE J3SO[D 10 paslu
a4} SMOIE SWSUEYDHL SANENSUDD FUNSIXS JO MIAGL ¥ —

-sanss] [BgO[3 pUE [BISIE[IQ JO 51¢

pale[aLiony Bussasppe pue saypiqisuodsel {eqofd jo asuas s
e Burdojasep ©) Aoy sy alE SuopEjA [RjUeWISA0RIdINL asol)
‘$UIWLIEE BUOIRU.

Bupspee Je[luns pue | ¥y 4q papiaord osoyy se yons salfjapnd
03 azaype o) Juenedy) 51 3f ‘sapdpuud o1seq asayy Bunuawedun uf

“PHOA Juspuadapllil) alow e
Jo spuvisap a1y pue amed Jo wosnip JBmIsod sy) Jo suopn
-eoliditf ayy Af|ny alow azjuFooss o) Spaau SAIEIS paluy SUL —
*a]01 |EUOHIBLII)L]
9A3}0¥ BIOWI ‘43l ® )nojle pu dojaasp 03 speou uedep —
"13po [Barjed ple srouo0oa
[EUOLBUISIE At Jo JuawisBeueW 913 30} sapliqisuodsas paleys
SaAlOAUY $91BYS palluf} SY) puk vedef Usamiaq diysuonejel ayj —




a8 o .
sjqeiear A[HUsLTY UYORYM im Aduapyje oy saokdun of  — 1e8 pue Adjjod onwouosaoicsw ayeuprand AR 01 sidwayy

‘saorod Bupdyools a1zuIpieo? pue skondns
-rant A|ddns aeds-|jEls puE S[EdS-9BI8] 410G YuM jeap O}
fouady A91eug jEoneuIsiu] oyl Jo Ausedeo oy Buluayiduans
ut diysiapes] a1 a2} pjnoys uedep pue s3eIg paiun SYL -
-sarsjunoa Sununsuoo wnsfonad Jolew lawyo 03 ajgssed
se Apomb s papuedxa oq pmoys Jujuued Asuedupuo) ~
‘usondnaiul
Addns aeos-032B] € JO 1u%A® St} UI UA{E] 9G 0} SRUTSEIW
oijloads @ig[nULIO] PUR ADTYS wawaSeirew  sispo BoayEl
-13pun AjPIRIPILUIT SIUWILIDADT 0M) DU 1BYE SapEladil 5T 3] —

"881E1Q pRIIuf] 2yl aoueunepad Lian

-onpaid paacidun pue voneyul Jo j013u03 ‘saonod sruouUsds
-010BW 3[qelalpasd “a{qEls oS[k saunbal ANpIqEls sjer sfupyoxy -

"Aunga Loua1mmd A2y 2 jo sanigIsucdsat

sy Zuneys pue uourzEsaqn (endes Supaoiduy lagpny

Aq uig)sAs [BjoUBUY [RUOHBUIINI 213 JO 20UBUIIEML 31f) ICy
ANpiqisuadssl 1918018 PIEAMO] PUSL) S) SDUGLOD PINOYS uedep —

*SUOHMYNISHL A1218U0W JURLYULG
s sansadsiad mer-Buo] ‘peoue[eq jem B saumbal wisiueys
uaunsnfpe aje1 ofueyoxs Suneoy oy Jo uonelado jualda ay], “si

“JEINYI SEY) Ylm 80P O1
i amoroited jusdal ur apls APR[NORIEd U2AQ SABY SUojENIONY 9Bl dBuBYaX

paredard jou Aydwis eie sjURUtIaA0d am) ay], ..mm:mamm wrao1lad Ul
uondnuai sofewt € Jo Anjqissod oyl 51 SerLUNO0D 1R0G Jo Julaq-fam

SULIT] WH310} JaY)0 10 UESL:
SIIOUDda PUE AND3S SY) OF SIONJ |EOOUD ISOW I jo duQ 1J udEz10) JaL) Hauly o3 AInjug

SNOUaS asnED uoiya sionpoad oypads up spodxs jo sofins

uappns prose pinoys wedef -uedeq wouy spood painyszinusiy

jo sunowe ofim Funledun snunuod s s:EIG  paun
2y ‘pHos oy wpouaq jfm syodxa (endes ssoueder spym  —

“19)i0dxa [eudes g 5q say; pue snjding

NGO JUBLIND B UNS 0 Aouspua) unt-Juo) v sary |pm uedep

B[] AJO1] S M PURLISD JUALNSaAUL DLSAtuop 03 paseduwiod
a1y Afpant{s1 ujewaz o) Aoy wass usder ur sSuraes ssness -

"wiafqo3d ABIaus o3 Jo $10adse |(B UO SUOHEINSUOS ‘uopitaduoa E:orm:wow_ﬁ JO Wsks “.5 0] \wssnipe hm

ssugiup slowr sannber souspuedapiaiut ASeus jo oadep uydw v . suralqozd 54153WDD 2A10S O Salnsesw JusSH[pE safsod 1210

‘dystounsed aveutder-URILIATY ) JO AH[IQEIA A1 jO 1593 juwilodun : puE ‘SuIulRnal loyios ‘apedsy s) pue spodxe sy sjowioid
10w ) aq jom Azw sonod £fisus W 101guod 10 voneLadon) :

“JIBUUBLY 2AISUAYIIG
W03 B Ul sueqoxd ABials SSIIPPE pUE SWIRUD] J9Yt0 SNOLEA
UL A0 pSlIED MOU SUOPRINSUCS SIEIRASD T SIBUIPIOOD
PUE maiasl 0] Seq fe[ndal B U0 JEIA B O0UO ISES] 1B AU
O} paysnqEISe 8q PINOUS 2013wweD nnol [aas) EUMStIG ¥V -~

0] soparjod aje:r ofumYyoXs 3upn jo aoUBPIOAE SN ‘SjoylEw
: It 01 S80008 ‘saojjorrd PRI) JIRJUN JO 2DUEPIOAE S)F ‘soporjod
JIHSNOILVTHH . JuouopoIsE S JO Anpgeoipaid pue ANqels epa[owg
HAL NO ADUINA A0 LIV4WI JHL HI : sovenniojrad pue sspyod ojuouose sucieu B JuleniEaa
: UL S30UERJE] JUNQDIT JULNIND PUE 2pE)) UBRKY} EBUSID lapeg  —
'§8718) JUILNSIAUT PUE STUTARS S1)8aUI0D
U23M13Q SB0UAISJJID PUE ‘Sa]d43 SS3UISRQ PlIOm pu¥ puBtLSp
ONSALLOP O VONORISILL 21t ‘§1500 ARlaua w safueys upniour
'Siojay) dunn £q paidajim pIe SOOUBIR] JURGIOR UBAIR)  —
"SAUIUROD OM) Iif} 10] $22INOSIL J@ UOI)EDO[[E JUAIIL 5 UR
. spdajied 1] “padeutuw fom alom sapred 2IWIOU0Y UBSUAULY )
L ic spnpold uEdUaWy 30§ JajIBW ossuedep ayy 0] §Sanaw

's1243] SupiIom puw 19tnge2 2yl 110G e
UOTFEINSUOD FHUOHOIINIOBUS 10) SUINI0] MAU 8G 0] PIaU 91YL, —
“BopEITPIoss 1WHH 18 sidwane proae ing sapiod JHUOUOY
-QIDBWI U0 AJ95O[2 }NSUOD PINOYS Uvde[ PUB $91818 papuy oyl —

‘jEIsI3A011u02 A[jeoriod se [jom sE
ywed st ul sauosju] pasoad aamy s1adlEl JMGUOIIOINEUI [EIDIE[]




1107038 31eAld U] vl UayE) 5q pynoys sdes Sumoioy
sy "acueunio)iad Ajanzonposd asciduw 03 103098 ateapd syl Jo AHpqQIS
-uodsas A1ewnd ay) sf ) JUSLILOIEAUR ORuOLCDd Jadosd ayi upaln

*Ajanonpold sseasou; of

5103098 ajealid pue oqnd ay) U1 use) BARY S8LIUNOD URIO)

Jayjo pue ueder sainseawl 3y uo wesdosd LYOIEIEA sAisuaY
-a1dwoa e losuods pinoys Jusiitaacd seIBlg PRNUN Yl —

-suonejndal Jo uonEUSWAdWI PUE UGHIEINLIOS

alyy ui Lorelapsuos [edjoupd B ARatonposd e puT UepIng
Aojeindal oy} 2anpas PINOYS JUSWUIACR BEIMRWY oY) —

"HoljeAout] puR Juawdoaasp PUE YDIBaEal J)B[NIMLS
o) swirafoud mou jdope PNOYS $52I8UC) PUE JUIPEIYY YL —

‘sajpayos vonepadsp Jo sIUIAI0US 31 pUR

‘IeUUBW AIRUOPE[SUI-UOU B U1 SaxXE) sured [eides pue sjezodion

pue [eUOsipd JO ©ONBINPS! 9G) ‘SHPI0 XEI  JUSUISIAUL

5B HOTIS $3}8J JUaULSAUL puE sAuiaes sanxduy o) swaesdold uugl
-138u0] oioads dofesap pmoys sseiduo) puT juspmaL ayy, —

‘Aanonpoad wl

Sjuaas01diLl] pur JUSUISIAUL O] FAIOTPUOY ‘SIBLUTH OTILOUGIR
5jq8)s ‘AJBUCHEJUILOU B 19150} PINOYS saiofod ofiouodg  —

“30UAIIIND)) ANARINPOL] fRUCIIRN 9SNOYH MM

B 3UBALGI DINOYS JUIpISaLd o) ‘s op of 'Adod afwouode
sa1e15 palur} )0 snoa} JolBw B ag pjnoys ANapnonpol] —

L JUALILISA0E UBIHIAWY O]
&q uay®) 9q pinoys sdeis Fumooj ayi ‘Sianonpoud sacidwl o
"SUOJ}E|3I S1WOoUDID
usdepsajelg paiuny Jumaordug ur s10j0e] JUBLOMW] IOW AR jO
QLS 2q pno? AWOLASS JSMOP 53} Jo Ips Ajddns a1 jo BuusyyBual)s
pue juslueBuueil $91BYS PANUL} Paacidul] SUTENs 239438 a08) s dngs
-UOLEJR) DNEOL0ds UEde{-Salmg pajtuf] ayd "Yimold Apanonposd mo)
pue ‘uone(nda awosusping “JUAWdo[Aap PUB YIzasdl UG smjjpuadxa
a1enbapBif ‘JUIUISIAUL PUE UOHIEULIO] TB31dBD JO $0)BL &0] ‘Sojel sEulAs
MO} ‘UOIR[JUT WOy Si3))ns AWIOUCI2 $A3EIE Payuny #) st Fuo] sy

ANONGIH
SHL1YIS QALINN 3HL 40 INTFWADVNYW
dHL ANV ALIALLONAOY™d NVOIHdWYV 'Al

*S011I§ pau) ¢
pue uedef usomleq SoUR[Eq oPel) |eialEpy Ay sAoldwr [ SpELRY
Af1eua Ieajonu pue ‘[eod ‘Jlo jo spodxa sayEg pelun patearou]

“tedep 01 jddns [ro2 o aduernsse UvsuAUNY pire veds [ Ul [e0D
HEDLTAUNY 10} sja)Ieul O) 854908 s1n2as Juldpoguis Juoetuafueiie
[RISIElg 10 sanpgissod sz0[dxa pinoys sjusinwIaaof omp ay] —
BN
palur] sy} ur uopaeyanby pue uoneoyised [eod puE ‘saloe;
vopeyodsuesy ‘Futune  Supnjour  ‘pRwdopasp [ Wl
S313un0a y1og Jo suuty ayeatid ey Aq juswisaautr afeinodus
1M QB JUALMONATS UE 12)S0J PINOYS $HUMULIBA0E 0M] ay] —

‘uedef 03 spodxa pus sSURL S31E)G PajIuy) 10 Jua
~dojaaap syl woly Jyoual ULd SALUN0D yiog -uoneiadood A3
ueder-S91Blg Payuny pajuswine AjENuESGS 10) BIsBq aaTIoRINE Al
-nofaed ® $133]0 [BOD ‘SAAIOSII [BOD 52181g payofy Isea jo asnedog

"a[qIses) A|jBORUOUAID S3LM022G 1] S 101983k Japasiq

18} &Yl Jo asa s Bupnpdus “juswsdolsasp iamod Jespnu

J1EI91a00E pInOYS SALOSNPHY sjeaud 1I9Y) DUR SHIAWINIGACS
ylog "PeiOO[AA0 aQ uBd ABialta )0 I0IN0S AAPFUIANE ON —

‘sslimqisuodsar 1eqo)8 s, urder Su)isaw 0}

uofinguives Juwiedun ue 4 jng ‘uaping ay) szifenba diay

Aluo 1ou pines weiBord sssueder paauBne A[[EnuUBISqNS

V fwewdopasp pue yoressel ASisua ur pio)ye  1ajzosd
Yonw e ayewr jsnw ‘uedep Ajeidadse 1ng ‘sjuawiuisacd ylog -

59
-0[0UYa3} patefal ARsud UT Juswdolaaep puR Yareasal [BIIURISQRS Al
2q 0} 5psaul axay; “A[ddns ABioua Jo sofiddng saneuiaije dojasap o),

‘Uedeg 0] pawod Apeslle 1o Jayie 10) sfueysxs w uzdep
©] palodys aq £ 180 IS SIS peiun Ay uo snydins
SEHOIYM 1o UBYSEIY MoO[jE 01 Adsijod sa)ei§ paliun @ alumyd
E 3 plaoys arat)) ‘pasn pue papodsuen) e safjddns wnajonsd

1




puE Y)mold JMu0UCts STRIN0TUA YOTyM IR TURUTISaALL
AIRUONB[JUI-UOY ‘3(4EIS B 191S0] PINOYS Sluatuwasacd oml syl —

RT3

apey fepsopul waaod pnoys sapdpound opseq Bumojlop yL
'5301A138 pUB *Ai[enD ‘suBisap Jo 201043 opia ‘$eold JamOt Ul BISalRUL
SIWNSUOS O} AIBHUOD OS[E 3IF SINSE3W ISIUORII0L] UOHE[UL
Jo sejes FuisEalan] £q Aweu003 Ue J0 ssouaafiliaduwod [[Biaa0 au asnfu
ASNOL3S UBD OS|E 3] "UCHRG0D [BUCHELIANI JO SPUBLDE AU 123t
0} Ansnpun parzayoxd ay) Jo AN{IQE 83 SHMY pUE JUaWsApE JHUOUCDD
sAgjap 3 ‘[eleusd u] ‘swojqoid apen) [ERLSNPU] 10§ Apawial ajeudordds
ue jou s} vopoojoid epel] Csuoneal spen uede[sajelg  paUN
19 AsIsaDljuod Jo omnos iofew & uagq sey sjonpoid M0N0 pub

‘99)5 ‘sofiqolcane ‘SeiiXe)} SE UOME Saisnpul U wonyedwo)

SANSSE AAVAL TYRLLISOANI 1A

‘Kaeloneelng osauedey ayj 6] 555308
uied 0} sl JeY) asoiduil 0F Paall UAWISSIUIENG UEdHSWY
"$o850201d A3y}
07 553008 101098 yeaud oy sanuwmpoddo [BuoRIppE a4 PINOYs
alay], "saeIg PeNun) eyi jo esoyl axi[ ‘a[qmia ApHand oW
5950003 HuD[BW-UOISAP JIICUGDZ 53 B Pnoys usdey —
‘su91qod apes)
3A]0821 ©] SSTIIOYINB [BWSURIaA0E pseudep puw ssaupnq
ssaupdey puv ulesoy seipedol FmIUNG pue SIBUIBG IPRIE
SulyLepl K 2ol Jofew & pedeid aamy oya 0Ol 15 Ul
-5SQUISRG PUE S[BIOINO EBIUILWISACE oSaukdef PUB uUBIMBUNY
J0 dnof Liejunjoa ® ‘dnousy Apm§ apel] oyl a1 IVUESISSE
[Epuel)y pue Hoddns oplacid pjnoys sjudwuiaaod omy wp -
sjute)duioo afioads-AuBdUIo Sk jam
5B sonss] A2njod 1apeBOIQ yuM [Sap DINOUS a{jjo SPYL "Sanss
JUSUEISRAU] PUE 3PEN} JO UONMJCSD DUE UONEIDPISLOS 3yl k0]
901330 jBIUSD [Nylomod ¥ YSHOEIS? PIROYS ISISTU WY YL —
*3p02 ay3 o suorjepodoual Jaje] uj 3LEA0
&)| ssEalour O} Sumyass W oymiadood puk apod juswainooid
szl LEVO 2y uswapdw pjnoys sjusuiwzsand yog -
*SUOJIEAYS Aduadiawa aurnued Ul Ajuo pa)oAul

50 PIHOUS ME[ Mou a1 uf arqemone aidpund sny o1 suondeoxy
JmRISsl w0l suonsesuen udlorey Jweesy yo o sidroumsd
A yum jueuosuoo Apny sfem Ul Juslnuipaod  esouedep
Al Aq peluawaldul aq pnous MET jolo) spelf udlatog
pue sdueyoxg uBaiog [eisqy arow ‘pajoeus AQjuedal L —

usy
8q pnoys semseaui dAmolo; o ‘vade se jeprew ssoueder oyl
uondaorod uftazof s pue ueder W ssowuado jeirw asoxdug of,

souaniu uBtaio] o) stajireq

[BI3CS PUE [2INI[NS PUE *S9101E PUE SUIQGSNY $SIUISNG [BUOTIPRIL

‘Saunpaoord PATIRIISIINEIPE SE YONS 510}0€) MqIFuviul arow
uzosy uedep m ssomsng udsIo] 10y SannonFIp [ewvads oI srayy —

“1Selattl [EUOT B Uao S uedep UT ss900% 19N I8 SzMRIqY

0] JUOP 3Q O} SPIAU JICUL DUR TayIel uedlisury a1 52 uado

sE jou sf jayaews sueder ‘Junssy pur ‘suonoadsur ‘sprepusis

0] sainpooold pue ‘sontAIDS Jo AR ‘SIINI UAULISSAU
uBjato] ‘saonsead juswiainoold JuawruIaaof Jo  sumar up —

'spood peInloRyAURI o]qeledilos 10} 163IRW UOLAIY 217 SE
uado se st 1oy sssuedep sy “seionb pue §)jue) JO swira) UF  —

"dRKUIOH T RISIRIEQ AY} 1 SHOISHS] O1 PaingLiIues sBy staursng udislc
0] paso[d sv JoylEwr sssurdef 1 jo uondsaiad uedMaWY ayj

LAHSOT) HO NAJC ‘LINAVI SNVIVI A

swopqord pareys jo Jurpurisiapun

TezalENIq aseardul puw A)anonpold soueyus o) swerfoid yunol
YSI[QEISE PIOGYS Sal11UNOS 110q U] S19pea; 1oqe] pue sleodio)  —

sauennioplad Avananpoid

Bomosdun Joy saprenytodde uwo pue sumgosd puw spuan
Aanonpoid vo A(SS0[5 [NSUOD p[nOYS L0Ge[ pue juswalzuny —

‘sureiford

uonesuadwios  juswafeust  pur ..moua_:u jususBeuR

‘saanoefqo  s1miodios o suohezapwucd  Ajanonpoid

Burpiing *eanvs(go tedpnud v wswasordun Laanonpoad wie
-Buol ayew pmoys jusutofeuews seodiod smEIg palup  —




SjustUIaA0d ()0g 'SEUSIE JWLOUODS SE [jam S8 JWOU0I-UDL Uf UoTE
-1adaoa o1qenes Furzipiedosl ‘serunoD y10q Ul sansst E0IRIOd SNOjLS
SUI000q USJJ0 S4B SINSS| HPRI pue djwoucd? vedepsoiEl1g peimy)

NOLLOIM4 TVIOLLTOd ANV SALNdSIA DIWONOQODA X1

‘saorporad aped) snounfn Y
Bur(eap fepod |sucpBUIa SutusFusns Jayuny ur diysiapea)
aptac:d pInoYys §HUsiuLzn0d Om] BY) ‘ansesw Ws)-Buop £ Sy -
‘STUIUNOD Y04 W sisjle)tads
Fuotle S1seq ajealid B U0 N0 PIED 3Q PIROYS SWO)E JEIUE  —
'sa0p0Eld pue Sme| ape:j ateurdey pue
UEAUSIWY ]C UCKBUNLEXI UE aXEMapuUn PInoYs siuatiiilaaod
Yioq ‘esle SN UL SUSWGO O SSOUBLYMP L) JU ISnERy  —

Aayjod apen |eraql) [eraa0 u jroddns o) popoesu aue pug ‘sgonorid
apel) Jjejun JSUIEEE SALISNPUL SHSAWOP 0] asusjap NwuniBe appacid
'$3PO0D |RUOIIBUIAILL YA JUDISISUOD ANy 918 SAE 953y} 1BiF 2A3[[3q
SUEDLIGILY AUBIL ‘3wl pWies 3y 1Y TOpesl OF Iaiiaq JJUBI-BOU B SB
19% ABW PUE WO 1SIHONDO2)0d E UT SBAIE JWIOS Ul Paa0us DARY SmP[
2pEl} UROLIWFY U1 soBueYd Juosal jey) uedep Ui UIaIU0D S JISYJ

JIHSNOILY T3
SIWONCOT NV4VI-SALY LS dELINN 3HL
ANV MV1IaVaL "S0 NE SWATd0dd "HIA

‘sjustsafueise ssegosnd pue fddns une-wnipaw o] JUIped|
suol3RIOFIU OJUT JAIUS DIROUS URdEr pue S3lRg PIMUMN oyl —
*aalasa) sweidpas) pue JEaya ajenbeps
1o § ysiquise pmoys uedey 'Aiunoss pogy ssesldul Q)
'S1500 [BI2UBL]) puE [B3008 ydiy
Ajqeidsoorun pue AlswsiiXa 18 1deoxs anynonde Juspijjeun
jo vopoaload y3ny yBnonp posjumiond aq jouusd AuIndes
poo) 1ng ‘jBa1 Ao §{ usdep ut sefEpoys pooy Jo Swa) Ay —
"SIAUELE) JUEI-[I0 JO uonsed oy usyBusiis pue

SULB] JO 97% 2TRIDAR OI[L 95ERING d[alf 01 18YIBWE [EJUal pue[

a1 jo uowmuedxa a1 sfeinoous o) anuuod pnoys uedep -
‘syJoddns 2o12d spsawop Jo [aad[ ai}

Furmuialap W peioafal AJsienbope arow aiv sa011d jeuoneu

-1 Jey1 of sepjod weddns Funoenper Aq wey) syewmuige

Alateunn o) pe suodun jringnotde Uo SUOHOLIISS] JAREY

-nuerb jo asn a1 woy) Leme YN 01 INuURE0D plnoys urder  —
‘ueder 101 AJUn0as Pooj asoidun o} pue ‘aan

~1adwod puE JUBIOI} sroul J1 ayrw 0} amymotsSe ssaueder AINidalse.

mionpord [enpnonSe uBlso] o3 jeTem sseueder o) Uado Jeying o

uoye} aq 01 past sdajs Inq ‘apel} feind|asude JO 9SED B1F UT UBYY JUAPTA

A0UI JIAYMOU ST aduapuadopray orwouose (elofouasg AfEninp

SANSSE FAVHL TVANLTINONIDY TIA

‘SPLIISNPU
IOyMPUONIUIAS PUR ‘sapowioing ‘;3ms a1 Juipnpour  ‘setnsnpiw
[[e 0] pauteiUiew aq PROYS sopofjod Juaunsasur pue apen sarg

*aMiesdsiad pajuauto AQEucieulaIul s10uL “UUrs-1auo] B

AR 0] P30T ‘'salelg pollmN) 1 i Afeizedse ‘suonwiodio) —
‘Saotjed DRUIOUCDa H)SeIUOP jo suopjaardun [Fusiiey

=190 9Y1 JO ¥NOISSUOS 81O oq O} Padu Sjusumnisaof g —
sayndsrp
Tofewr sw033q Aet)y a10J0q Sanssl ope3] [RHISnpUl Enumod
SSNOSIP pUE AJNUSPl O} ‘mE] ynm jusuosuos  ‘sanfoferp

JUAUNAI3A0Z DUE ‘toge] ‘sSaulsng [RINR[Iq 9q PIRDUS ISl —
‘siresdoid jeInsnpuy pus 'spanp
-ss0id wonEywrswedur ‘snrerSoid vopezifersgy ‘suoponnsal
JUILNISIAU] PUE SPRI] U0 $T0AWIZA0E HedLtawry pue asauzder
UssMIaq SROMSNOSIP [RIDElq oipontad 3q pnoys =Isyy
‘swejqord [eLISNpUl oy2sds pue sapred jELjsupmr uSierog

Jo samnuned Yloq ui Fmpurisiapun eI B aq pOoys alyl —
“sairisapa; o1 Funefar suserdoid ur jusunean feronRU

renba jo eidioupd sy oF atoype pmowE suswulaacl mog  —
*JUSUAIGIIAUS JUILIISIALY PUE PRI} 331]

pliom @ Bumolsold sapfod UIR)UEL PIROYS SiusuniaAok yiog -
‘sittaun)snlpe smence;

mx




*dupuole[e oRuou0ds uede-5a1218 paur wira-3ua] Ayieay
2 jo sajumiend 152G NP $) SSLUNOT Y)Oq U SaNssi 959Y) ©) UOHUSHIE
Suinunuo) ~dngisuiied ueder-saerg poajmr] sasusyarduios sow g Jo
sanipgsuodsas jeqoyd paleys a) BUIAIOAU! 85Ul OS[E 1T ‘SelHicUCsa
OM]1 Y] JO AINJANHS 21 I $ITUIIDJJP PUR SUOLIE|DL IPBI} [0 3anss
Afuo jou spnfowl aSayj UODUSHE Iayuny pseu suwp|qord Juenodud
Aenuatod jo soqumu v 3Bt (93] ap disuOnE|s: onuouode ueder
8331218 pailury 913 Juljqnon A|qIA OW BaRG 24T YITYM SINSS[ 2801[]
0} 181} HOIIUa1IE 9Al3 0] 95010 4, *PIOM SY) JO 1531 P PUR IIC YoXa
I SUCDIRIZIUL DIIOVODI JIAJ) Ul 298} SSLIUROT OM] wY] Saduajieyd
AUBW 2y JOo [[B SUNLEX2 jou Pmo? dnoin oyi ‘jom S U]

AX

*dABUaKER [JEIA0 Y] [US
0] paiiunad aq 10u MU ‘Istuewr |ejeuaq L[EnINW & Ul pasjosal
Apaaap passaippe ‘aal)sadsiad UNs)»-AUO| “lapeolq ¥ Ui pamats 3q s
-33)JIp [RUOIEIDO BEAY) I § [BUNSS ST IBYM UOSUDY [RINE[Q
BU015830 ' aJ0J#13:) *PUE 153I2] U1 [BUONIEL 1 $23L2IA})IP SWOS 3 £|
A [TIM 1) 'SaiBIG pasnuf] a3 pue ueder Usamlaq )RR SE ask
pue ‘ssuajy; ‘Jussedwioous sv dpgsuoreies TRI2IB[lg AUB Ul ‘Jox DI
24} pue S3LNUNOD Yi0Q 0 (24 81 )] diysuonEler suuouoss Fuiple
A[[EDINW ‘3S0[> ¥ JO 0UBLSRNEW 3y) sauinbal aPel} plom pue 4
~Uea3 Teqo[2 ayy Jo aleys Uede[-s21e1g PIIUL ) JO PZIS I2aYS Y]

NOISATONGD X

‘Iauag 1800idial pus
[eminu Jo siEeq 21f) uo 3)#j08au 03 YOI U 3G PINIOYS aIninj
ayy ur Aseurojdip sseueder-ueopawry ul ajdinmd PulpiEd ¥
"uotysod 101 jo suondasiadsint 1o sFuIpULILIAPUTSIIL
szjurame o ‘sqqussed sk fjgaenbs Se WSO UE3launy
fuisiunos ‘srow dn yeads poys siojenodsu  ssaueder
"AINIBY UT OLIS3LEOD PALapisuos L[jenuou
sanss) uo Ae[nonted ‘JUDRU-UOISISE SlIot0da aSsutder ojul
Adoop 00} SUIpnI [0 21BMaQ PINOYS S{B191J0 SRS palU — -
“2UI0D OF SaMIUIOS JO Siljauaq [eainfed unI-1304s ay)
audsap 1eofadeos v se 110 ay; Buisn proak ppnoys apE yorg —
‘amssord ajianl Jou pue sjEudls | 1ayos,, 0}
Iajiea puodsa) pinoys ueder ‘sopoe] dulinsssid papury-faeoy
5q 03 teadde JBiyM JO aSn BY) O) DANSUSS a3Q JSNW SURSIBURY  —
“salivadsiad 1optoiq B Ul SUOKOR |BUOISSMIBUCY)
pEE sjuallajels eoipod umdbuawy jnd o) s1apes Jano pue
‘Bjpalll “JuawngAad 10] pasu ¥ 5t aley] ‘epis sseueder aqy upy —
o U furdep,, o eI se yons ‘sadeun SutpesEiu
PIBCSIP 01 DAL E 51 2131 ‘apis 5311 Paltuf} 2yl uo A[qedadsy -~
"12lfyus jea njod ajgisia ABn preAs 0] 19pI0 U £1UN0D S0
2y} Jo uonenys eaod omsowop ay) o) ANAIHSIS pue jo
ofpomowy oyl aa0idWI PINOYS SAUNAS OQ U} SED0  —

"UOTIALY S1LHOLO53 JO SaouR)
slqziasul jo uonezionljod uieluod 01 $10))e Buonls Bew P




6L

-10dxa srou 10 suo ul s8ueyD [Eonked Aq pezipiedos] Istpang 2q proa

ssyddns gy -y30 oq [ia parddns ffo 2mang 1y A7eH) ST 3T “eafienoads |
Ap@Em uao sre uvopdwmnsuos pue sonddns Afwus amyny Jo suol
-soford oy apeoep Furod s up Aze[nonded ‘sappesowap .Euﬁﬁ. ;
-sTpur of) o1 oFusreys IofBw B st =aanosfqo spp Sumneny ASisus
paoud Ajqeuoseal Jo saddns s[qels pue sjenbopr Juumses w uM.E.m...

ROLHOD [EILA B 34BY ‘210J319Y) ‘S3)R§ pAIUN o1 pue wedep yiog

"yoedu Sur:

-¥EISEAD] QL0 IE] B SARY '331M00 3O ‘pross Addns jo vopdnaayur juey
<Jwdts v “juaosad ¢'Q Aq MmosB osoueder pue qusdsad 1°g Ag pasapar

3q [ EA0SE N 21 Salelg poyiun) ‘wmajosied apnio Jo eoud

AU Uf 55BAIDU |3MIB Jod [§ Alaaa IO JBI)) POIBWTISS U3 SBY 3]

-swajqod Adisus.
MINY puUE RSND YIw SUIRIP U Seinsesws eaneledoos pue 'sanselie:
‘Buols Hesns o1 AHIGe Saunos omy ot 2q feas Aew dnyseugred

sseudep-sarelg paltun AU JO Aufiqema o3 Jo 1593 jepiodiy 3soiu

31 ‘paepu] “dRfSUOTIEIAL {EIS1E[Iq A1) JO YiBuats [EI0AC 3Y) O] JEonp

STIONPS B MINSUOD 2580 YOMS i SSHE UED GOf[A SJUSLLUSSel syl
-Ajruapuadepin pue A[usey 108 01 AJURCY Y78 103 SRATILROUT Eodozoys
-4sd pue ‘popgod ‘omuouoos Buons e aloly ‘wondausyur Addng
Jo sizanyl Jo sesealoul ooud prder Jo sedumisul ul ‘SPLIUNOY 170g Jo
$3T191308 PUE SARICUA03 31} VI #[ok [epnio & yons sfejd ASioua smenag

*PLIOM 8L JO 1391 DI UC PUE IMIC S13 U0 19edUn JOPND ¥ SABY yowa -

JO SUOnIE S} ‘pom 93l s W wns[oned jo sispodun pue siswmstos
150818[ DU} SIE SOMIUNOD OM) U SOULS "PRIBISIoAC oG Apiey Uz diys
~HollEal uedef-597€15 PRHUL] o1 Ut sonsst ATIoua Jo souelioduwy ayf,

drysuonesy oy ue AZseuy jo joedwmy ay,

Tt J4L4¥YHD

* AHHRWILOY JIRIDPEYE

PIE 103026 3EAnd oyl woa} spadxs apnam o) papusdyas aq pooys

sucnEnstod a5 ‘arendordde amatpy ~Adijod sionona 10f ajqisrodsas

suopezueiio Eysun40d o1 jo SymE [RuOISajold s Usamzag
suopEnsUos [pasy Fgnios juanban azow aq pnoys e {7)

“SanSsE

afuel- 138uo] wo sefuwysxe yuey o 3yBnos aq pmieys sanmruseddo

‘SONSST JWALND QO 3G 0) ANUNUOD APIQROPHET [fe STO0] MR

apty "sEeq Jemias 2 Ho py o pmoys sTulessin Jaurges qng Astjod

MEGIOI0IN PRl pue J)EMULIC oYM FIUIUMISAOE Wog ur
SRUopNE SUniuR) o Jo sfunjeetr [BUNUE 3q PiROS 2R (T)
:sfuyasur asay) 01 UCGHIPPR W JR} SpaumuOZa: duoan ],

‘SMILA JO

a3ueyoxa a1} JoJ winio} [Eapfod-unu v Ul spepiyjo Asqod onIOUDSI

8z




*PoUepUAdSPIa) L
ABsoua Buisealout Jo sfe um Y JualsISUOD sanss; AB2aus uo uoneisdo
-02 JO SHQEY 3010JUI |4 Yaressal Jutof yong -sHonuygsul aeand m
o paeo 2q o) sApmys Aonped A31eus ol sey Suyprung Aup osearow
$jusuaaaod poq WP PUIWOI 9y Csduspusdepiapy  Adseus
Jo spadse |8 uc ysazesa Loqod [aas) oreand Jo swesdord peoaq Aq
pajitawalduion aq pinoys sansst Adlate uo NHOM JUIWWIACT-193U]
JXIUGD PBONY PuE FBURI-FUO) B 1 PAFNPPY JiT LINSE]
AZ13U3 181 JNSEE PUE INUILI0D BRI 3 Joj dnpeq -aplacid 03
PRUSIIqE16 3G e Furpusls [{RIS B 1B PEIUNLIOZM OS[R 24
"1 dapdey) Ul PUIRILIONL 9M SUONBIAISUGD
aasf Jaurgeo o) pus sBunastu EUNSIEW (L) Aouedy Arouy reuoy
-ewisju] Jussasd 1P apouloo o) pauig 2q IySuu sfunosws ssayj,
SR SAISUAYIdWoD B W stwapqosd s
SEMIPPE DUB SUIIOJ JUJO STIOLIBA U] JRO PIASHT MOU SUDIEMNSHOD
Sjergdsp Y AJVWPIVOD PUE MBHARI 0} 5186 IBNTa B uo mad & asuo
SO I8 339 0F PO J0] [9AR] FHAISURE B JO JUSUSTIESY 1))
pusunuaaus ap, ‘wehruswedun Ljed pue Lajjod {Brouz uo voymms
a3 [HustAuasodaaiw jo adoos pue ' genb ‘Lousnbay i ouByHI
03 5GUNeS om) Y 10J Junodwl 1 L e seadfjaq dnosd ayy,
‘waigoad LBivua
sy} jo spoadse ¥ UO SUOREIMSUCD ASUMLY aioW Saanba sowapuadap
-19141 Ja ea:8sp ydy B *Apuanbosuc) -wiede o8 op pinoed pur 'f3iaue
Jgappnu Jo juawdatosap Yy plemo) ssyseordde pusiip pue seg
PPN a4y U Soumisod JualaljIp \SAINUNOY OMm) Al ‘ejdiexs 10§ ‘Uo
1sed 241 Ul A12A0I1U0D pui SEUTPURISIIPUNRSIUI 03 Pa| SBY BIYJ "S53818
payup) 9y ury AjHodd laydng uaaz e sensst Aynoas ABraus saald pue
Aupqixsy ssa sey ueder ‘sannos A315us [Rudaixe uo Juapuadap asow
1gj ANUnoo B Sy Csepuopd jualajnp Bunnsad pue suogenjts Adlaua
JualaNE Ny Jo wsneIsq Med U ‘Saanloelqo 9say) Jo JuauizAdIyoe
a1 0y sayoeoudde ualaljp daBy u=ljo Asyy ng -Apddns jo ssomnos
FnAsIoAIp puE ‘seoinos Afleus mou jo Juswdojaasp Bupenums
‘zapudyools wnaforiad dn Burppng ‘salyunod Bupodxa wnajonad
Jo fjunses EUONRLIIW A Pue AURGEIS [sonfed s Tuwumurw
‘suondasip Apddns 110 Bugpioar s yons “sansst Adlsue Awew uo sisa
«Jagui Kmuzusapdwiod 1o Jeflmrs aagY uedef puB SIEIS PajIN oyl
"1 e 3y Jo sspod pojejer-Aflaus pue A315us 9y}
ur ayels ydry A2aa & sey Anunod yorg "Anunes s £q opsaulop 4]
-aind se palapBsucy aq B> 181 ABlaua o3 Surisjas snsst Aorjod JweoTpIUBS

3%

ou Al[EnIIA & siatf) *paspu] ueder 103 Ioulred SOURI[E UR se aN[RA S
pue AN[IGIPaIo [EUONRUISINT ([E1AQ S UAXRAM PIROI Aduspusdap 3
-mo18 €11 ‘s310dun winsponad qino o] SEEY S91IG PaIIUN SY3 J[ "SUCHIB[T
onuOuDsy uzdef-sa1elg pall] pue Ansnpul uespawy Jupagye ‘spocd
paimseauTu: 310dxXa 0} PASU SI[ as¥aIoUt plaos Sup ‘suodur ARraua sy
qiny oy sy weder J] ‘uedep ot sapddns A31su0 uo sousnyjul Buols
SARY PIRO3 1SE SIPPHA 9 ut seofjod weopawIy JO OINQE) ¥ spunold
feortod puE SMUOLCDS YIOG UO SHIE}G PANIUn) o1 UI PIZIDNND A[219A9S
ses tmIp w1 safejsoy umouaury jo Fupiw) o) FWMORO} 4L61 9IE
1 po vemue jo seseoind jelewr jods W sajurdurod sssueder dwies
Aq uonemssdg ‘515318l [0 oM U0 aunssald URDpouny SUIINPAI sniy
‘mondurmsuos Fuonpal pue uonsnpold uRONAURY Jnsauop FuUisesiaul
pieso) des ¥ Se uedep T pouIOD[em Udaq SEY ‘epdwexe o) ‘sooud
umnajorzad opsatop 10 [ONRO2P WEopeury ‘safatjod ofwIoOUODs pue
reanod ufliszo] pue “saafoed AR1suo opsawop ‘sefiddns ‘seasd ABrous
SupnpPUr ‘sUoKUALRp Jusiajp Auelt sey souspuadapinin ARlaug
*HIOA Y] JO 1533 ST JO YOTLI Yk PUR WY} UasAag souapiedaplayuy
J0 sordap yiry e 51 siey) ‘spanamw AAlsUa Uy 9ZIS MGl UAALD) Aep (bes
podun (Juswdoassy pue uonesedoo) IJMUGUOSY 10} UOTIRZIWRRIG)
(OO 810 JO SAMIUNOS PIZ{RIISNPUL RIOUBAPE YY) UYOMEM UMI[02]
-od jO sjarieq UOTERY §'97 M Jo {Ajaandedsal wnasied 7 pue jussiad
og) JEy Ajsrewnxoldde awnsuos umder pue smErg pajtuny Ayl

HONFANAJE@CEIINT ADEANH

‘yotealasuos ABisus Sumoidus pue *ssdmos
fipus aanrwraye woly AfEpadse ‘ucnanpold Ruweatsur £q sa€1D
AS1ous Jo jeanp Sy} STuILMe O) IapdBe) Jiom pinoys Af ‘ullm
-1a3uo] o3 104 ‘susqord yons P [eap 01 seyseordde pajEUPIOND
vepd pur ‘sasesisut eond 98wy 1o suondnuenm Aiddns se yons ‘sursiqord
snopss Afentajod sjedionue o) A1) s21g pajup] s pue ueder jap
[BNIISSES 11 seAsT[sq dnorgy e “suasesr ssoyy fog ‘uohieladood uedep
so3mig peitun usdesp o) Aimntioddo jueoniudis @ sjusserdar ABraus
‘pajpusy Apadory drSUOTIESl Y OIUT PISNPOIIUL ag PINIOD SUOISUSL
1ofew *Apood sonsst A81sus afpue] ueder pue SalRYG PAIUR AT )]

50861 21 Bupnp ondst
JIOUOSe Plre AHIN0SS [EORMS B URRLIA [ “alojaran ‘Afisug tawm
o%Es (i@ Seoinos ABleue wnajoxad-uow 01 YRS Sip pue ‘saytnos Bur

e




suopdnass)u) s [B3p 03 Vi1 9yi jo Anpqedes sy) aaosdun o) spogs
T} INUHUOD SILAUNED 0mM} I JE) ‘II0JUSY] | PUSLIIOIA Iy
FUCISUa)
[EUOTIEMIBINL pUR ‘S§2JIS1P DJLLICUODY 'Stilgoues [eantjed Tusnes ‘saoud
wnajoljed spImpHoM HD 1231)8 JURIJIUELS B oaRY UED suodnIR)L) s
-jimUs A[9ANZIM UIAD JBY) PIMOYS Q8—6L61 JO SISHO [0 UBJURI} ay]
*Ajddns jo suendniisiu) 3)E0s-[EWS YILe APUBOINS [Bap J0L Secp wald
-o5d Bupieys Lousdraws yi} 9y 1Y) pauzaduod OSJE § Aol YL
“Kousdising us Fupnp pasil 3q pinoo 1eY) ssswrmjun o sedieyo Jusassd
disy pnom safidyo0ls panguisip A[uaas asop uopdnusm Addng
aeas-afse] ¥ jo Joedwy jespdoloyodsd jeniu; oy Bupelonowe Uy diay osE
fli# 10q *sisu2 peduopesd v yilw Buidos up diay uo jou a seaidyoays
8w sspodi o sdep g 0 %001 pagonuoAurdwos snyd spod
-4t JO SABP G AU0 JO sakesay wWnajonag HBojeng SaElS paluy Ayl
ueys JadLe] A)qelapisuon 51 uodwnsuod Jo s£ep OQ IROQE JO 5,usdep
SAIUNCT FURUASUDD JUALaIP W ARpis A2eA SOIdNo0IS ‘aw juassaad
ay) 1y "sapyed FuIdo01s jo UORBUIPICOD pasosiw 3q 0) spII OS[E
a2y} |am SE seinas ATISHe JARC aPnow 0] papuRdXd aq pnOoYs
g ‘wna[oliasd UO A[QANPXD JSOURE STIC] 0] Papua; JABY SUOISSRY
-BIP [EI3IB[IG PUR [RIIBINMA JUDLINT) "UOFUSE} JARIAYFS PUR 2alsuayasd
W0 JowW ¥ uf Hlanoss Aiaus jo Bpoadsy peouq ssUppE 0 oMLY
VILADTO0 Y SupomBuans up apen oy oYW pmos sNg
PAHUN 9@ puw urdep ‘Laumsuod fBiua 1selle) om) 9yl sy ()
"SR IUNO0D BunLnsuod winajoljad Jofew Jaylo spnpaul o) apqe
-sad se Appoinb se Buluueid Lualiaws puedxs pur siseq [BiBlE)q B UL
Asepawwl Buluued 3ys)zapun pinoys $31818 POUUN sy} pue ueder o
SIURuINIaA08 A3 3adLj0q am JBY) SNOWIs OF S| uoipdnaisiui A|ddns o
-ydanseies B Ja gduep [ AouaBiaws ABigus ue JO W} N FE LUOLOE
1apuadapul 10) saunssaid opsaniop Fuolys Alea oq A[parqnopun pinos
JBym NP Y PUE SAINSEIUIIIIUNGD JO SSAUAANIIaY)a at uayjduans
Hew Bupuued soug tsepusdiows L(ddns yum odoz ©) ‘awy Jo praye
a} paafe 'sdays pojeulpie0od Keldjepnu pur peuueld AnjaiEd jo
Asuadin oy 523823808 ‘aanjeu ul paniuly Ajjusiedde y3noygije “tem ben
-Uel) 8y ‘Wnsloatad jinn urisiag o uondnuajug paucjoad ¥ Jo Aypagts
-sod ayi Jupnjouy ‘pasaplsuod ag PINoYs soueusds Asusdisws jo aduer
apia v suopdauauy Ajddns appos-a3I8] jo juase ) ul UAHE 3G O
SamsRal Jads 9jepmuue] Aputol pus Apwys JnRwadEUR SISLD B 9N
~pum A[uspatu Rusurwael omg sy 38y aagesedun st gy ()
‘uopEnE AfLEue piom

£E

A 3o Aypfely pumssIusnopas g Sz satp 03 Supssans uf digsaspea]
Buoys ww1axs pROYS 1SN AL AP pur Wapwary L (1)
1bayeMapun Ajjuedin bq prnoys sdeis [E1aaas aadl[ag ap, 'Senssi Apddns
pue Ajunoas Af1aus ssaappe Appasuaifaiduiod pue Ljajenbape o3 sjusw
-wi240d 1oq jo aInjlej ayy Inoqe pawiaoucd Aldaap 5 dnoin sy
"SUO[)BISPISUCD PUR Sonssy AlENags pue jonjod
JapE0nIq BUIDR[YYS “SA1N{IGIsuadsal [BUCHEWSIM J0 asyss Fuissedwooua
alOUL B JO JUStIL3AP 3t} 0] sisalayu; Alddns [lo [EUOTIBU UMO S} U0 pasnd
-QF A[PAISN[IXS DO} U U0 3aBY sapoled ARiaus s ueder ‘puey Jagio
a13) uQ Aouadialus ABiaua snoMas B W Anijod saje1g pajtun moge uedep
n sucsuaysidde Sunears ‘wszuod AF1sus essuUBdEl SN 01 2ALjISUAE
Abuator)ns usaq 10U s} ueder of ayeal Layy sv Juswdo|aasp Af1sus
Jeajonu pue ‘feoos ‘wingjoijad Suppiedal setayod ursuauny rsajelg panuny
S1 JQJ 1821} 181408 24} Jo JudRAIND: [euapnourd ayy st sayddns wng|
-anad Jo wtondnizann ue jo jrangy s ‘uzder o] ‘pazmuBonal A|ni 9q
3snwl Ajrqeiaulna A31aua jo 2a:3ap 1a3e213 Yonw s, uedep jo aduellodul
a1y ‘uerleiadood AF1aua asaurde[-udURUIY JO UOEIAPISUGS AUR U]
*uotdad inn umislag aqded) Ajeonijod sy Aq psipddns ale spasu
wrajodiad s urdeyp jo juaolad gy Jsowy “pariodun ag o) sey [je £[jen)
-1A pue sjuauianinbal £¥rous |mo) s uedep jo yusaiad gy 10§ SHunodde
winajoszad “1seruoD ¥y "saujunos Bulanpold Jjo Jino usisis] Aq parddas
sJe spaau umajosiad 533818 paug) Jo Waolad uAaYfig CS[laM dlSalLop
HI0S] PAALEP SE B JO JIey pUE ‘sjuauisambal A9izas 1730] s1 Jiry AJuo
10§ wnajorjad uo spuadap saielg panun a1, “uedep 0o 1a3)ja BunanEys
B10US YO B 2Bl pjnas apnifudew siy; jo uondnusym Addas v
spupod sfeiuaziad gz Aq uonepjur pue sjutod
afmjuenlad ¢ Aq aswsisui pjnom juamiopduwsun aiyam (UOHNG ZLZS)
jussiad gg Aq doip D) 521BIS PIlUN Y Ur JND [BAY 3SNEX PRom
361 @ LBp Jad sjpueq oy ¢ Jo uondnizayur Ajddns duoj-seal
B ‘$a1E3¢ pojlidny a1y 10§ 1snf 181 sayrupsa 801130 189png [eucissaiduc)
sa18lg peaMuf) ot A9 Apnis y “uowsojdwe puz ‘uvonEm ‘pmnis
10 so)21 Suaajje ‘pros pazirIsapur syl wl wnajonad jo seond pue
safddns 1o joedin JueogiuBis B 3aBY 12 19HI0AXE PazIS-LUAJDPILL B UdAD
ur sBueyd [eanyed © ‘PIIBASUGLIID SISUD URNIRI] i61 MYl SV “safd
-dns wasjonad ur vondmiajuy sofew B jo ANNqQIssed ail § dpsuonejas
$50[0 M121 O} 5% [oa s uedef pUB SIIEIS paHun) Ayl Yiq jo Suleg
-[las DhUOOdS pue LJUNI3S ) 0} $18351P SNOUas JS0W 31) Jo 3UY

HNSSI ALIMNOIS HVOILIED V :S3ITddNS ADYINA
it




PUE Uo1Easal pue ‘sadnos AB1sue sanRulsye Jo swiasy W senpoud
HURIRLIP sARY SoIUNOD OM} B3 'suopEN)S ABI3UD JUsaLIp 1Yl UsALn
"olqeusap Os[® 1nQ ITHASUT A[UC )OU & uopeopdap jo seafep ume
-125 & ydnoyye ‘swesderd quswdojpasp puw yarzesar fEraus gseweder
PUE UEILISUWY 91BUIPIONT 0] PRI 9G PMOUS LCJJe WILUINEE Y
“sanpqsuodsar reqord s ueder
Suyesiu o} Uonnqued Juruodun Us aq OsE Jng ‘uspmq gy szIERba
diay Ajue jou peos wefond ssounde; pajuswSne AEguersqns v
"jauido[aa9p pue gasmasar Asaus Ul ogye o3eaid yoinw v ayew ‘wedep
AfERedss nq ‘siusunwaac? poq jegr spusunmoscar dnosn g
*SI5EG el1dea 1ad © 10 JURVILE UBOUsLY
N JiRY moge ‘uofq 0% Iusds jumowlaaod essueder oyl opym
“usiidojorap pue yoressar AFreus up uweyqq £'et jusds Juowlgaod
SRR PANURN YD 1T SMOUS GLE] 0] SHISNEIS YY) "1407)9 [EHUBISQNS
s10m yorwt & Bupieuz Auading st juaiaaod weousury sy ing *A3ojou
Y22} paje[l Pu JUSIGOPAIP PUR Yoreasal AZieus oy uoddns e
PRERIOUL 2A8Y SjUptUIoacd ipog Buipuny fepuesqns Liaa axnbal fs
$30IA0S JANRUISHE [B Jo 1dewdojasep a1 ey paziseydule @q prroys
W ‘sedinos ABlate saljedlsije oijiceds Funssnosp azojeg ASojouyppay
parefar pue seoanos ASoue wnajosied-uou dojasep o1 ‘Apsjnopied
‘pur £B¥oue Jo sadnos N Ljistoap o) ueder pue sslelg pepy) SUi
axnbar uua)-uof o) U1 wegead AF15ua 2y) 01 SUOHDBOS JARIIY

INHWJOTIAHG ANV HIAVISTE XOUANT

“HORezIuRRIO [PLISPU] [FUopBUYY dpeapd
M3y 1o Jupsne ginonp seesedodd fpusnpw W uopEAKISTOd Fumpot
~01d 1 ssouatradxa 5 19110 ORR WId) MBI pue ‘sBinass pup ssn ABrans
jo sucsuedwiey Ansnpw-Ag-Ansnpwy puuut doppasp praoys under
pUB SBUIS pAIRLY S ‘S010) JexEm aappedulor jo souwmmedan sy
Buprndoasy ‘ureifiosd wonmalesnos umajonad sagospye ue Imdopaap
ut ssaiford Susdep wioay WMEs] SIS PINU] M IBY) SPUILIWIOSIL
dnesn o ‘UOIMPPY UJ *SPOUMIFE) MUAHRS onuouedyg om) ised g
fupmp speur vonEAlaTHOY of SjHAUYRIUOD 1y puedds 2y (T)
*10)335 RIaHncUBe satsusiurAdzaus AyyBng it jo oseD
oy ur Ajtemoned ‘sureiford uoneaiesued s Juswdne ued os[e wedep
'SAINSES UONEAISSUOD uwmajolied 10 S2IBIS PanNuf} 23 U1 WOOI
[ELOTIIPPE PONW AfFes)d §) I ‘3wes 07 sun) 3uo[ B 10] AT ATaa

SE

asn wnsjonad pue AJ1sus eydes zed 1aydpy panunuos ayew sajesg
patiyyy 8y jo Aysuap uognejndod 1emo| put ‘azis dudeidoad ‘ainjanns
IRHOUED3 B 2NN "URAR{ JO 2SOUL SOUM) 2334} ISOWE UIBUISE S)B)S
pajiuny a1 Jo suawalnbas AS1eua ey epdes aad sy ‘Aep ® spakieg
000'9bR F 01 AvD ® S]alIeq QOO 766 WO Apu3ns pasearap suodun
[lo spna sueder ‘pontad awmes oI SuunQ ‘ABp B S[PUEQ O00'L&E'S
0} Aep ¥ S[a)1eq OO0’ pPL € WIOH PASEAIIU] SANES PAIUN AN Jo suodu
[0 aprud ‘gial O £L6f W] -winajonad Ajemadsa fAfisus qe Jo
a5T A1) 2AIASUC 0] JIOJJ3 A KJISUUT PIROYS sjuslumisaod yog
51802 uclIEHIodsuel) SuLInD
Aq [to ueysery jo asn sasuadxs s5ap pur JuaIDif0 dloul B jussaidal pus
‘apii} JO asuURRGU eIaRq 1) aanpal d[ay ‘BuuBys-wnsonad Jo jdas
-u02 3} 03 A)IGIPaId 2A18 ‘SUCIIRISI asaUBdef-UesMatly UO 152ffa 2(j0q
-uiAs jugHodun ue aavy pinos Suddems Sunimoad vonejsify jualing
Ui LJUCININE 19ATEAL 31) JO 35191aXa UE 10 UONE|SIZI] URILLIY jo adueys
v ‘udsy 0} podxa 1o} papnunues mou umsjorad sayo Jo {dess 10)
ofes 217} Joj wmyaz wl wedep o) [to uByse(y jo 3jEs a3 puued oy Aagjod
330dxa wiriajoxiad s)1 AJpow 33EXE PAIULL 9YF PUMIIEd A (1)
ugdep Ul pUE Sa)RIS PO S17) 1POQ UT SIGUINSUOT &) JeIIRauag
‘sisauwisduenie Burddems ydnonp peAayse aq pIno2 SAUBOYIR JUEIYIU
-318 1Ry paeiimsa Al S)siwiouocs ARsug "sajelg palun Ap Jo sied
UI3)8Ra aUf] 01 paycdsuen aq A[deayd 21aW PIIOI 18y} Wnsjonad 1m:pa
10] 1A UT Uaaa ‘A7]EofIou0ss papodsuel] ag pinoo )1 aloym ‘uedey
aY]] ‘SaLUADD IO OF IO UBYSE[Y JO Hodxa ayy juaasid Lsyod pue
AB[ UBJILIDUIY JUSNY) "53)B1§ PA3IUM] [RIUSUNUGD 24 JO SUCHIOIS-DIL
pUe 13207} 158y A1f3 O} Pajlodsuen) Apusisi)s o JOULEI I jng ‘uocEau
1e W saipqedes Sutuyas Suipaaosxs ssnpuend Ul sa1RIg palty) oy
JO1SB0D) IS8 Ay} O} J]QE[FRAR SPRWI 2 MOU 118D [I0 UBYSE[Y “Winajoliad
adOfg Y3JoN UBNSE[Y O} 53)Bf31 2531] JO SNOMAQE JSOW M} JO UG
HONBAIZSUOD ABIaud sziusixeut pUR safddns waajotjad syqe
<[EAR AQUALING JO SN JUMDILE SUY) 2SEVIOU] URD SHEIS Paliuf) 3y} pue
uede[ PR 1 sAEm IDUJ0 218 b3y} ‘sdo)s pa0qE Ay WOl apEy

SHIDTOd WNATOHLIAd YIHLIO

suoljenil Aousiiow uwr pajdope seppod jo uonmuawepdun dwosd
10} SRISTUBHOMU JPEUOp aAcudun ospe pimoys saLumos gog uepd
Sopreys wnajoned oy 510883 mou yeyy aaaSy weacaad | aii URLE 853] JO

123




p[nois uedey *feod o) Fure[as Sanss] uoye)IodsUurl} pue [EIUSILUCILAUS
Ba]0503 ASaonpadxa PIROYS SAIBES DAL 2U) ‘da1s 1S1) E Sy ‘SIAIPUE]
JoqBy 2A04dun 0) UOREIGO JOSHP T IABY SUIWILAA0S) "3|QRNSIP
A1 3q plRosm ANSnpul [607 UERIAUIY M[ jo juamidofasp saypmy
N U Jusunsealy aeaud oueder [ERUTEQNS SaIjoE; wonEZI LN
pue ‘uoyeuodsurs) ‘S U JUSMGEIANT 3j8atid sjquyesd pue [eguels
~qns NeIrey pros 1My sdays axEr poys spuewuacs Yog (1)
“seoud aafnadiuoa 1 pue (2e3ddns Joleus 5 wedey 51
AIualinG BReNSaY) $95I008 JO ANSIaA1p B wod) [e0o aseydund 03 ausep
s,Uzde[ JURBOIR UL SYB} SN SjusweBusLIR YORS ‘SWT) JUMS Iy Iy
*S2)BIE panf] ayr woly Ajddns jo 20in05 2ND3S B JO SIGHNSUOD [BO0
ssouedel Aq pue |edjiew! ssouedep i} O] §530D% 2IMDes O Sladnposd
[800 UBSLIAWY O] SROUBINSSE AG PAIAYINY aq [{la SIU} "SIUSTHISOAUT a[R0S
-33se] sexnbos Jwadofaasp [0o2 asnrdsy ruedes 0 [0 jo uoneedxa
PUE S$8jE)IG Pajyup) Yl JO Seadassi w1f Jo uoneuoldxe 1ayun} wolj
wjoid Afenuesgns Lea uED SSLUNOY WIOf CPHOM JSIUNWILOD-UOU
2} 1 JeOZ Y3 JO jTey soanpoid $a1e1S PayULy 81 2Mam ‘Saslosal jeo
pajjw sey wedep Ing ‘22mmnos AZ1oua UE sE |00 JO a5 JI9Y) SSERINN| O)
Puat SaLUNOD [0 I0UEIRq PRI} [BI93ENG 18 Bulaordwir pue 'saoinos
ABlaua saneus)e Suppuedxs ‘senddns wnsjoned seg oppiy  uo
souapuadap Buonpal 10) SIsEq SAROBIE AjIE[091led E $1aj)0 ROD

STHN JALLVNHALTVY HFHLO ANV TV0D

‘uoqjezayijord
suodmas  Izaanu  jusasid ©) aapoelqo uousmoo eyl jo ued
s® sp1enda)es [RISTENMMU DUR *[25al8[1q [EUOBEY Ua)Bunils 0} anunuco
PIROLS S91RI§ paNU) ay) pue uedef ‘UOIPPR U) SWAISAS A19jEs J0joEal
paaoiduir o Paiisusiul 9 PINOYS UCHRIAAGOD ‘SILIUNOD 0 U] *Lk3s
-uco oignd arpuaBap jo suopsenb JSASUE 0] §ISEM IEaPAU 3O [esodsip
yuausiad jo AJIIqISs9) 9y) HIRIISUCWAP O] 1oY3a807 JI0M PINOYS SIUSLL
UIoA0H D) S| 'IlqIsHay AJEITHONODS 5] 1 USYM JOJIBAT JOPINq IsE)
a4} Jo a6n Bmpujout ‘jusuidopasp Jasmod JBIONU JRIIEITE JAISIUIY
W] [ PUB JUSPISAZ A JEY) puIwiuedal I Aus Mgupnu Jo
[Eouajed a3 3Z4DR AR} 07 PARAIO) 2A0W SILOSTPUI S1RAL JIo1R pue
sjuaunUas0d )0 IBY) PUINIUOI Ip "9IN05 ATiaud IANEULIE AUB
Jo Juaiudopasp W93 K3 JOOHAA0 0] PIOJIE UKD AQURGD I3IRL
‘nopEE AR5l JUannd a3 W IR saadlpeq Afducys dnoun oyl

LE

-

"werdord
s, uedep uf Isisse o] AjIIqe s Ansnpur oy 10agje O AAlsus mapnu Jo
JitadooAap OTISSUIOD UO SJUjRIISSd JUSWIIISAOT ueopawry leyy ueder
ul 12.) § §T 210 |, “wmrdord £Breua responu sueder jo yuawidolsasp il
ut 2ol Jofewr e padepd sey yongm Ansnpw A31u2 Ieeond URDHAUNY
Ayl JO yjeaiy SISBQ S JMOQE Patlsouon uaaq ose sey wedef
*SISEQ PoYILH] ® Uo dit 1FE)S O] AJ[I0R] RINLIENC ],
o) Bulmole psydeas sem estwoldwion e Afemusay ‘ueder 107
opRIY S1aM uoNdoo¥a U JT S{qIPAI2 2( PINOM SUDTIONHSAL OPIMPJIOM
UBILIRIY Jopea Jo uonsanb v oseam 1 lampe {Aupgedes suodeom
Ivafnu e axnboe o} wnuoinjd Sursn ugder jo uonjusnb ol 51 2191 puE
uonlajoid-uou jo 120ddas uy Aorjed Buons e sey weder "winueyo ], 1B
juejd Jupssacoida: jond pareidwon jsowe s,uedep 10] EpRaEW Jodks
o} pesniyel “voneajold suodeos seapINy Uf I NS IYEW YIYM 535590
-aid 1eapau Sinfeinoosip jo Asifod [eIausd B Jo asnezeq ‘s;e1g palun
I UM LiGE W Polmno andsip sipumicjun pue rofew v
"SOMIIUNOY IO Uo Juzpuedap 1589] $2IN0S
AZrats a1) sepiroad Afisus mepny ‘uedep loy -Auyablauina AJipus
Jo cardap 1B s,ueder Jo 1343 uT poolsIapun 8q Ismw ‘340 pany
Izajont snopiquie s tredeq *(eod pue umeponed Jaye 431U Jo soInos
35a818] pIT) 22 AB1auo responu Hum{RW ‘5661 Aq spesau ARisua s nedef
Jo jusotad p1 Ajddne Ja ASI1sus mapny jeyr oledionue suepd juowr
-WIaA0E JUanN? Paapu] 'ABIaUd O $2INOS FATRIISE UR $E Famod Jeajsnu
jo jusudojassp ap 01 Aanond yBR e saald Aoqod Afisue s umdefp

ADYINT IVETONN

"sy3afoxd JusiudofoAsp pus yoseoral Amgumur
-ajduos 10 Jinof 1 Sa{HUNOD Yi0q Jo mojas wpEApd aIf) JO % UL
“3je e o) tonendons ASraue Ansnpui speand-uounusiod jo
sarmongs apqnedutos Sudoppasp jo suwsur sspysnpur sjeapd sanoadsar
FOUY) \PLM pUR 12130 OB IJIM SSNOSIP PINOYS MUusurdAol oMy oy
SA30j0uUya) met Jo aseyd uonEZIRIGWIO? 31 3¢ ApEnanted ‘soy
-UNo3 oMl SYl I satieA 01208 AU @) PUB JUSUIMIBACT o3 UsaMiaq
dnguonerat oy jo smjew ayy, '1010ss ssand ai) puE jusumLrc®
a1 yloq sapoal Afqeiasit juswdolpasp puw yoressal ASroug
"plna vt sanpond
Amususajduros it padojeasp oq proys uopetedoos jususdopsasp

9t




6t

20M120 10 *3U1 J9A0 SAUEULIOIad JWOU0D3 2164 WO 0] Posn 1OIESIPUT
[22usS1IE)S Uounuos v-SE taxiom Iad gNO JEal fo moytuew Jid ndino
1O SuLIS] 1 passadxd uzo ‘AIANINPOLZ "$a0Ilas puk spood saonpoid
WIOUDIE U UYOIYM Yna Adumpne o o CAianoanposd,, Ag Sem
810138 © Ul painseall aq UED AWIOUODI SAIBIS PAlUY JO UEsY 2y

HONVNHOLHHd
HMWONODT GNV ALIALLONAOUd SHIVLS daliNn

‘soveudoIad srou02? {BqOLE
51818 poyin ‘Ajpeoiq sI0Ww pue ‘SUORE[R! JRNUOU0Ss uede[-s91Big
pattun uo pordu jeads B sagy Yangm SBate esoy Y3y suonepuau
-W0%91 M0 NG ‘S[EOB 2591 DABRYSE 07 $5AIFUC] PUE YIUERIY SA[INDAXY
1 w suops Smuoddns 9 M om ‘sdojoasp smmis panun Gy} ur
918GOP TEUONIEY 9U1 SY “AUICUOD? UEILISUY 2] JO oSBq [BLISNPUT a3
Junesofauer pur Yimord Anansnposd sareig paytupy Sutaordws uy
59I01g paNYn Ayl Ut 1sergyw Fulmodd B uaeq sey el ‘Apusosy
*AW10H002 SHEIG
patiupy 243 Jo , spis Alddns,, atpy Jo Bumsndusns RIUUIRRUA € 2G [[om
pmo2 dajsuoneial jeiaeg no Sutoidun ur s:n1oe) juepedw 1sour
a1 Jo au) ‘diFuoness otweunsy uedep-5relg pelUf} 9y ©1 SURNS
SHO[ISS SSNED Ol INUEUOD M WImoid Anananpoid mo] ‘jusivizo.
-tatis Alojemial stosuapsing Aflead UE pue ‘yuawidojassp pue YoIEasaI
o} uopuene senbapew ‘uonenuo) Eides pue STUAES JO SajEl MO]
‘uoHEgW wol spns Awouoda SNElg peuuy M S Suo| Ry

AWOROYH S918}S PIINI[] Y JO JusmaSeueA]
aY) pue ANAIPONPOLJ UBILIDIY

Al HALIVHD

“$juawiaact 1)0g WO UONUSKE [RJIIRD SHAIISIP
— 13j0S pUE ‘SSEWOIG ‘SPUES 1B} ‘SEYS (10 ‘suse[a0updy f[RRUsJIOHE
— Sa0uno$ A313u2 101P0 Jo aFUel apM € “ULIY-13IEAU B3 HI wWasjoned
0} SaAlIRLIa}[E a[glsea) Jsow st Jussaidal jeoo Jo asn papuedxa afi pue
ABISUS IRAIINU 121] 2421[aG M AUy, "PI129B0U 9¢ UBd ABJsua JO 20inos
sapewizE ou ‘swapqord Aiddns £31aus jo ainjeu [ealiD s} URAID
*sai|ddns Jo SaduRINSSE UOLAUNY Ym Uedep W (200 10§ S}AMBW
0} 552008 andas Ennnquios sjusuwradde poelq 1o} sarjpqusod
a10pdxs pinoys sjusImidA0el aauvder pue symg payun a4y ()
*sooud Af1eus Ruieasld pue sa010]
jeysew: uo puadap [[av saidoloyaal yons jo UCpEZIEDIMNMO pidel
1B poziudooad 3q pnoys 1 Juawideofaaap janj onaifjuds ur Ansapur
ajeand pue juawnuesod Ag uonmiadoos Iatpin} 10 [ApOWD [RjEsn
& 31 32alo1d wopoejanbyy [-g palosucds Apuof ayp -yuswdojasap
[eaBojoina) aapeaouut yEnod uopowjenby] pue uogrolysEd [eod
JO su0} Mau doAdp 0F oS oS8 Pivols sjuauRusaeE yog (7)
*[02 §O asn pepuzdxa 531 Of PajE[a] SAMNSS] JBJUBILUGIIALD SA[0S]

8¢




