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GOOD MORNING, SENATE PRESIDENT NEVILLE JAMES, AND THE
HONORABLE MEMBERS OF THE 3157 LEGISLATURE OF THE UNITED
STATES VIRGIN ISLANDS. GOOD MORNING TO THE SENATE STAFF, TO
THE PERSONS IN THE CHAMBERS AND THOSE IN THE LISTENING AND
VIEWING AUDIENCE. 1 AM VALDAMIER O. COLLENS, COMMISSIONER
OF THE VIRGIN ISLANDS DEPARTMENT OF FINANCE. ON BEHALF OF
GOVERNOR KENNETH E. MAPP, I THANK YOU FOR THE OPPORTUNITY
TO APPEAR THIS MORNING AND TO TESTIFY IN FULL SUPPORT OF BILL
NO. 31-0283: AN ACT RATIFYING THE OPERATING AGREEMENT BY AND
AMONG THE GOVERNMENT OF THE UNITED STATES VIRGIN ISLANDS
AND LIMETREE BAY TERMINALS, LLC -- THE BUYERS OF THE OIL
REFINERY, STORAGE TERMINAL, AND RELATED FACILITIES LOCATED

AT LIMETREE BAY, ST. CROIX.

WHAT WE HAVE BROUGHT BEFORE YOU TODAY IS A
COMPREHENSIVE AND DETAILED AGREEMENT WHICH WILL GOVERN
THE REFURBISHMENT, RESTART, AND OPERATION, AS WELL AS THE
POTENTIAL TO EXPAND THE OIL STORAGE TERMINAL AND ITS

RELATED FACILITIES. JOINING ME TODAY TO PROVIDE ANSWERS AND
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ASSISTANCE IN YOUR CONSIDERATE REVIEW OF THIS OPERATING
AGREEMENT ARE SENIOR MEMBERS OF THE ADMINISTRATION WHO
WORKED DILIGENTLY TO BRING THE PROPOSED OPERATING
AGREEMENT TO FRUITION. SPECIFICALLY, | AM ACCOMPANIED BY
ATTORNEY GENERAL DESIGNEE, MR. CLAUDE WALKER;
COMMISSIONER OF THE DEPARTMENT OF PLANNING AND NATURAL
RESOURCES, MRS. DAWN HENRY, COMMISSIONER DEPARTMENT OF
PUBLIC WORKS, MR. GUSTAV JAMES; AND, DIRECTOR OF THE BUREAU

OF INTERNAL REVENUE, MR. MARVIN PICKERING.

OTHER MEMBERS OF THE GOVERNMENT’S NEGOTIATING, LEGAL
AND ADVISORY TEAM -- SOME OF WHO ARE JOINING US TODAY --
INCLUDED MR. ANDRE WRIGHT OF STANDARD INTERNATIONAL
GROUP, INC. --THE GOVERNMENT'S FINANCIAL ADVISOR; MR. BILL
CLINE OF GAFFNEY-CLINE ASSOCIATES -- THE GOVERNMENT'S OIL
AND GAS INDUSTRY CONSULTANT; AND ATTORNEY JOEL HOLT OF ST.
CROIX. THE GOVERNMENT’S TEAM ALSO INCLUDED MS. LINDA
SINGER AND A TEAM OF ATTORNEYS AT COHEN MILSTEIN SELLERS &

TOLL PLLC; A TEAM OF ATTORNEYS AT WINSTON & STRAWN LLP --
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LONGTIME COUNSEL TO THE GOVERNMENT; AND THOMAS

MACAULEY OF MACAULEY LLC.

THE OPERATING AGREEMENT BEFORE YOU TODAY REPRESENTS
A CULMINATION OF THE PAST 11 MONTHS OF RIGOROUS FORTITUDE
AND EXPERT WORK ON PART OF THE MAPP ADMINISTRATION’S
LEGAL AND FINANCIAL ADVISORY TEAM; WHICH, EMANATED FROM
THE CLEAR AND DECISIVE LEADERSHIP OF GOVERNOR MAPP. THE
MAPP ADMINISTRATION BELIEVES THAT THE OPERATING
AGREEMENT WITH LIMETREE BAY TERMINALS LLC, A SUBSIDIARY OF
THE PRIVATE-EQUITY FIRM ARCLIGHT CAPITAL, OFFERS BY FAR THE
BEST OPPORTUNITY TO REFURBISH, RESTART, OPERATE, AND
POTENTIALLY EXPAND THE OIL STORAGE TERMINAL AT LIMETREE
BAY, ST. CROIX -- WHILE LEAVING OPEN THE POSSIBILITY OF FUTURE
PETROLEUM PROCESSING OPERATIONS AT THE FACILITY. THE
OPERATING AGREEMENT OFFERS AN IMMEDIATE INFUSION OF $220
MILLION IN CASH INTO THE GOVERNMENT’S TREASURY, AND MORE
IMPORTANT, WILL PROVIDE A LONG-TERM, RELIABLE STREAM OF

DIRECT REVENUES, JOBS, SCHOLARSHIPS, AND THE MANY INDIRECT

4



COMMITTEE OF THE WHOLE

TESTIMONY ON BILL NO. 31-0283
VALDAMIER O. COLLENS, COMMISSIONER
DEPARTMENT OF FINANCE

DECEMBER 16, 2015

BENEFITS THAT WILL ARISE FROM THE RETURN OF ECONOMIC

ACTIVITY TO THE SOUTH SHORE OF ST. CROIX.

THIS HAS BEEN A LONG TIME COMING -- AND A VERY DIFFICULT ONE
FOR THE UNITED STATES VIRGIN ISLANDS. IT HAS BEEN ALMOST
FOUR YEARS SINCE HOVENSA ABRUPTLY SHUT DOWN THE REFINERY
AND THREW OUR ECONOMY INTO A PROLONGED DOWNWARD SPIRAL,
WHICH IT REMAINS MIRED IN TODAY. THE ECONOMIC STATISTICS ARE
FAMILIAR, BUT NO LESS ALARMING. FOR EXAMPLE, ACCORDING TO
THE VIRGIN ISLANDS DEPARTMENT OF LABOR, PRIOR TO THE
HOVENSA REFINERY CLOSING IN 2011, UNEMPLOYMENT IN THE
UNITED STATES VIRGIN ISLANDS WAS APPROXIMATELY 8.9% AND
DIRECT TAX PAYMENTS TO THE BUREAU OF INTERNAL REVENUE
AVERAGED $42MM ANNUALLY FROM HOVENSA AND ITS AFFILIATES.
HOWEVER, SUBSEQUENT TO THE HOVENSA REFINERY CLOSING IN
2012, WHICH RESULTED IN THE DIRECT TERMINATION OF
APPROXIMATELY 2,471 EMPLOYEES AND SUBCONTRACTORS; THE
BUREAU OF INTERNAL REVENUE LOST APPROXIMATELY $125MM IN

DIRECT TAX REVENUE THROUGH FISCAL YEAR 2015, WHILE THE
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UNEMPLOYMENT RATE STEADILY CLIMBED TO 11.7% IN 2012; 13.4% IN
2013, AND SETTLED AT 13.4% IN 2014. CURRENTLY, THE TERRITORY’S

UNEMPLOYMENT RATE IS ROUGHLY 12.0%.

HONORABLE SENATORS, THE OPERATING AGREEMENT WE ARE
PRESENTING TO YOU TODAY IS NOT A PANACEA FOR OUR ECONOMIC
DIFFICULTIES, BUT IT IS A STRONG STEP IN THE RIGHT DIRECTION.
MINDFUL OF THIS, IT IS OUR HOPE THAT WHEN WE HAVE COMPLETED
THIS PRESENTATION AND ANSWERED YOUR QUESTIONS, THE
TERRITORY AND THE PEOPLE OF THE VIRGIN ISLANDS WILL BE ONE
STEP CLOSER TO ECONOMIC GROWTH, STABILITY, AND A BETTER

FINANCIAL FUTURE.

BACKGROUND

IN CONSIDERING THIS OPERATING AGREEMENT, IT IS
IMPORTANT TO BRIEFLY RECALL THE SERIES OF EVENTS THAT
BROUGHT US TO THIS POINT. AS YOU ARE AWARE, THE GOVERNMENT

IS PARTY TO A CONCESSION AGREEMENT BINDING THE
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GOVERNMENT, HOVENSA, AND HOVENSA’S OWNERS -- HESS OIL
VIRGIN ISLANDS CORP. (KNOWN AS “HOVIC”) AND PETROLEOS DE
VENEZUELA, S.A., VIRGIN ISLANDS (OR “PDVSA”) -- TO A SERIES OF
MUTUAL OBLIGATIONS. AS AMENDED AND EXTENDED FROM TIME TO
TIME, THE CONCESSION AGREEMENT HAS GOVERNED THE
OPERATIONS OF THE REFINERY FOR NEARLY FIFTY YEARS. IN
EXCHANGE FOR THE RIGHT TO CONDUCT A REFINERY BUSINESS ON
ST. CROIX AND OBTAIN EXEMPTIONS FROM CERTAIN TAXES, DUTIES,
AND OTHER FEES, HOVENSA AND ITS PREDECESSOR COMPANIES
AGREED TO CONSTRUCT, OPERATE AND MAINTAIN THE OIL REFINERY
AT LIMETREE BAY -- AND TO PROVIDE THE GOVERNMENT WITH A

VARIETY OF ECONOMIC BENEFITS.

ON JANUARY 18, 2012, WITH LESS THAN 24 HOURS’ NOTICE TO
THE GOVERNMENT, AND WITH 10 FULL YEARS LEFT IN THE
CONCESSION AGREEMENT’S TERM, HOVENSA ANNOUNCED ITS
INTENTION TO CEASE REFINING OPERATIONS. OPERATIONS CEASED
JUST A FEW WEEKS LATER IN FEBRUARY 2012. THE ECONOMIC

DEVASTATION WROUGHT BY THE CLOSURE CAN HARDLY BE
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OVERSTATED. AS THE MEMBERS OF THIS LEGISLATURE ARE
PERSONALLY AWARE AND AS OUR COMMUNITY HAS SO PAINFULLY
EXPERIENCED, THE PLANT’S SUDDEN CLOSURE DEPRIVED THE
TERRITORY OF MORE THAN 2,000 JOBS AND APPROXIMATELY $500
MILLION ANNUALLY IN TOTAL ECONOMIC ACTIVITY. LAID-OFF
WORKERS WHO HAD OPPORTUNITIES ELSEWHERE LEFT THE ISLAND
EN MASSE. THOSE THAT REMAINED SOUGHT WORK IN AN ECONOMY
IN WHICH THERE WAS LITTLE TO BE FOUND. UNEMPLOYMENT
SOARED. WITH THEIR CUSTOMERS GONE, RETAIL SHOPS AND OTHER

BUSINESSES WERE FORCED TO SHUT DOWN. SOME SCHOOLS WERE

EVEN CLOSED.

NEVERTHELESS, RATHER THAN CONCEDE TO HOVENSA’S
DEMAND THAT THE GOVERNMENT ACCEPT REVISIONS TO THE
CONCESSION AGREEMENT THAT WOULD HAVE VASTLY REDUCED
THE AGREEMENT’S BENEFITS TO THE GOVERNMENT, THE
GOVERNMENT INSISTED THAT HOVENSA SELL THE REFINERY TO
SOMEONE WILLING TO REOPEN IT. THE FOURTH AMENDMENT

AGREEMENT, EXECUTED ON APRIL 3, 2013, REQUIRED HOVENSA’S
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OWNERS TO UNDERTAKE A BONA FIDE PROCESS TO SELL THE
REFINERY TO A WILLING OPERATOR. THIS AGREEMENT WAS
RATIFIED BY THE 30™ LEGISLATURE ON NOVEMBER 5, 2013 AND

APPROVED BY THE GOVERNOR ON NOVEMBER 7, 2013, AS ACT NO.

7566.

THE SALES PROCESS WAS FORMALLY LAUNCHED IN JANUARY
OF 2014. HOWEVER, IT BEARS REPEATING HERE THE NATURE AND
SCOPE OF THAT SALES PROCESS, WHICH WAS EXPRESSLY LIMITED TO
QUALIFIED BIDDERS WHO EXPRESSED WILLINGNESS TO RE-START
PETROLEUM PROCESSING OPERATIONS AT THE REFINERY. THE
OWNERS’ INVESTMENT BANKERS AT LAZARD CONTACTED NEARLY
125 POTENTIAL PURCHASERS, INCLUDING NATIONAL OIL COMPANIES,
MAJOR PRIVATE OIL COMPANIES, REFINING COMPANIES, AND
PRIVATE EQUITY FIRMS. ONLY TWO EXPRESSED SUFFICIENT
INTEREST TO GO TO THE FINAL STAGE OF THE PROCESS, AND ONLY
ONE— ATLANTIC BASIN REFINERY (ABR), A STARTUP COMPANY
CONSISTING OF THREE OR FOUR INDIVIDUALS WITH NO FINANCING

AND NO EXPERIENCE RESTARTING AND OPERATING A MAJOR OIL
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REFINERY—ACTUALLY SUBMITTED A BID. THAT SHOULD HAVE BEEN
THE END OF THE PROCESS: IT WAS BY THEN CLEAR THAT THERE WAS
NO CREDIBLE BUYER WILLING TO OPERATE THE FACILITY AS A
REFINERY. BUT THE PREVIOUS ADMINISTRATION CHOSE TO PROCEED
ANYWAY, AND EXECUTED A PROPOSED OPERATING AGREEMENT
WITH ABR AND BROUGHT IT BEFORE THIS BODY FOR RATIFICATION.
AS MANY OF YOU REMEMBER, THAT AGREEMENT WAS A FANTASY.
ABR PROMISED ALL THINGS TO ALL PEOPLE, BUT IT HAD NO
EXPERIENCE, AND IT HAD NO MONEY. IT BROUGHT NOTHING TO THE
TABLE BUT FALSE HOPE FOR THE PEOPLE OF THE VIRGIN ISLANDS.
THIS AUGUST BODY SAW THE ABR AGREEMENT FOR EXACTLY WHAT

IT WAS -- AND THIS BODY WAS RIGHT TO REJECT THE ABR

AGREEMENT.

BUT THE MONTHS AND MONTHS THE PRIOR ADMINISTRATION
SPENT ON THE ABR AGREEMENT COST THIS TERRITORY A GREAT
DEAL—NOT JUST IN TERMS OF MONEY, BUT IN TERMS OF TIME.
SHORTLY AFTER THIS BODY FINALLY PUT AN END TO THE ABR DEAL,

HOVENSA’S OWNERS FILED LAWSUITS AGAINST THE GOVERNMENT

10



COMMITTEE OF THE WHOLE

TESTIMONY ON BILL NO. 31-0283
VALDAMIER O. COLLENS, COMMISSIONER
DEPARTMENT OF FINANCE

DECEMBER 16,2015

SEEKING MORE THAN $250 MILLION IN TAX REFUNDS. AT THE SAME
TIME, HOVENSA INFORMED THE GOVERNMENT THAT IT DID NOT
INTEND TO PAY THE $40 MILLION IT OWED THE GOVERNMENT FROM
THE SETTLEMENT OF ENVIRONMENTAL LITIGATION THAT
CONCLUDED IN MAY OF 2014. THE GOVERNMENT THEN MOVED TO
FORECLOSE ON ITS SECURITY INTEREST IN THE REFINERY. IN MARCH
OF 2015, HOVENSA’S OWNERS FILED ADDITIONAL TAX LAWSUITS,
AND THE GOVERNMENT BEGAN TO PREPARE ITS OWN LAWSUIT
AGAINST HOVENSA’S OWNERS FOR HARMS RESULTING FROM THE
ABRUPT AND IMPROPER CLOSURE OF THE REFINERY IN EARLY 2012.
THE PARTIES WERE HEADED DOWN A PATH OF LENGTHY AND
EXPENSIVE LITIGATION ACROSS A VARIETY OF FRONTS—A COURSE
OF ACTION THAT, EVEN IF SUCCESSFUL, WOULD BE UNLIKELY TO

BRING ECONOMIC ACTIVITY BACK TO THE SOUTH SHORE OF ST.

CROIX.

AT THE SAME TIME, HOWEVER, HOVENSA AND ITS OWNERS
CONTINUED WITH THE SALES PROCESS. HAVING FAILED TO FIND A

CREDIBLE BUYER WILLING TO OPERATE THE REFINERY, THEY NOW
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FOCUSED ON FINDING A BUYER FOR JUST THE OIL STORAGE
TERMINAL PORTION OF THE FACILITY. TODAY’S HEARING IS THE

CULMINATION OF THAT PARTICULAR ASPECT OF THE SALES PROCESS.

THE OIL STORAGE TERMINAL SALES PROCESS

WITH RESPECT TO THE OIL STORAGE TERMINAL SALES PROCESS,
HOVENSA AND ITS OWNERS RECEIVED BIDS FROM HIGHLY CREDIBLE
POTENTIAL BUYERS, INCLUDING ARCLIGHT CAPITAL PARTNERS

(“ARCLIGHT”) AND BUCKEYE PARTNERS (“BUCKEYE?).

ARCLIGHT IS A WELL-ESTABLISHED PRIVATE EQUITY FIRM
SPECIALIZING IN ENERGY INFRASTRUCTURE INVESTMENTS, HAVING
INVESTED $13 BILLION IN 91 SEPARATE TRANSACTIONS SINCE 2001. IT
HAS A DISTINGUISHED TRACK RECORD IN CREATING VALUE FROM
SUCH INVESTMENTS. IN JULY OF THIS YEAR IT CLOSED ITS SIXTH
PRIVATE EQUITY FUND, WHICH HAS INVESTOR COMMITMENTS OF $5.6
BILLION. ONE THING THAT 1 CANNOT EMPHASIZE ENOUGH:

ARCLIGHT IS NOT ABR. TO THE CONTRARY, ARCLIGHT 1S THE
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OPPOSITE OF ABR IN EVERY WAY. IT HAS DEEP EXPERIENCE IN THIS
INDUSTRY, AND IT HAS AMPLE FINANCIAL CAPACITY TO TAKE ON

THE COSTS OF ACQUIRING AND RE-OPENING THE FACILITY.

BUCKEYE IS AN OIL AND GAS INFRASTRUCTURE COMPANY
THAT HISTORICALLY SPECIALIZED IN PIPELINES, BUT THAT IN
RECENT YEARS HAS DIVERSIFIED INTO OTHER DOWNSTREAM
ENERGY ASSETS, INCLUDING A LARGE NETWORK OF OIL STORAGE
TERMINALS -- WITH THE MOST RECENT PURCHASE OF HESS STORAGE
FACILITIES ALONG THE US EAST COAST. BUCKEYE ALREADY OWNS
TERMINAL OPERATIONS IN THE BAHAMAS, PUERTO RICO AND ST.
LUCIA. AT ONE TIME, ARCLIGHT WAS A MAJOR EQUITY INVESTOR IN

BUCKEYE, BUT THE TWO COMPANIES ARE NO LONGER RELATED.

FOLLOWING A FORMAL SALES PROCESS CONDUCTED BY THE
INVESTMENT BANK LAZARD, HOVENSA SELECTED ARCLIGHT AS THE
WINNING BIDDER. IN SEPTEMBER 2015 HOVENSA ENTERED INTO A
PURCHASE AND SALE AGREEMENT WITH ARCLIGHT FOR THE SALE OF
THE TERMINAL ASSETS ONLY—-NOT THE REFINERY—FOR §190

MILLION. AT A MEETING HELD IN NEW YORK, WHICH HOVENSA
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INTRODUCED ARCLIGHT TO THE GOVERNMENT AS A POTENTIAL NEW
OWNER, HOVENSA EXPLAINED THE TERMS OF THE PROPOSED DEAL—
INCLUDING THE FACT THAT THE GOVERNMENT WOULD BE
GUARANTEED TO RECEIVE ONLY $40 MILLION FROM THE
TRANSACTION. GOVERNOR MAPP’S ADMINISTRATION
UNEQUIVOCALLY REJECTED THOSE TERMS AND MADE A COUNTER-
PROPOSAL THAT WOULD HAVE SUBSTANTIALLY INCREASED THE
GOVERNMENT’S SHARE OF THE PURCHASE PRICE. WHEN ITS
COUNTER-PROPOSAL WAS NOT ACCEPTED, THIS ADMINISTRATION
ENDED THE NEGOTIATIONS AND FILED A LAWSUIT AGAINST HESS
CORPORATION SEEKING EXTENSIVE DAMAGES FOR INJURIES CAUSED

TO THE TERRITORY BY THE CLOSURE OF THE REFINERY IN 2012.

IMMEDIATELY UPON RECEIPT OF THE LAWSUIT, HOVENSA FILED
FOR BANKRUPTCY PROTECTION, TRIGGERING A SALES PROCESS
UNDER THE SUPERVISION OF THE BANKRUPTCY COURT. IN THAT
PROCESS, OTHER POTENTIAL PURCHASERS WERE ENCOURAGED TO
SUBMIT BIDS FOR THE HOVENSA FACILITY USING THE ORIGINAL

ARCLIGHT BID AS A BASELINE. ALTHOUGH A NUMBER OF COMPANIES
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ATTEMPTED TO BID, ONLY TWO SUBMITTED BIDS THAT MET THE
BANKRUPTCY COURT’S FINANCIAL AND LEGAL CRITERIA: ARCLIGHT
AND BUCKEYE. WHAT FOLLOWED WAS A HIGHLY COMPETITIVE

BIDDING WAR BETWEEN THOSE TWO COMPANIES.

CONTRARY TO WHAT HAS BEEN REPORTED, GOVERNOR MAPP
AS WELL AS HIS ADVISORY TEAM MET WITH BOTH ARCLIGHT AND
BUCKEYE MULTIPLE TIMES DURING THE SALES PROCESS; AND IN
THOSE MEETINGS, NEGOTIATED TERMS GREW PROGRESSIVELY MORE
FAVORABLE TO BOTH THE GOVERNMENT AND HOVENSA’S OTHER
CREDITORS. MORE SPECIFICALLY, IN LESS THAN TWO MONTHS, THE
TOTAL CONSIDERATION IN THE DEAL ROSE FROM $190 MILLION TO
$370 MILLION; THE GUARANTEED UP-FRONT COMPENSATION TO THE
GOVERNMENT ROSE FROM $40 MILLION TO $235 MILLION; THE
ANNUAL PILOT PAYMENTS ROSE FROM A FIXED $3 MILLION PAYMENT
TO A VARIABLE PAYMENT OF THE GREATER OF $7 MILLION OR 9-10%
OF GROSS REVENUES; AND THE DEAL WENT FROM TERMS THAT GAVE
THE GOVERNMENT NO INTEREST IN THE NEW VENTURE TO TERMS

THAT GIVE THE GOVERNMENT 10% OF THE PROFITS FROM ANY

15



COMMITTEE OF THE WHOLE

TESTIMONY ON BILL NQ. 31-0283
VALDAMIER O. COLLENS, COMMISSIONER
DEPARTMENT OF FINANCE

DECEMBER 16, 2015

FUTURE SALE OF THE FACILITY, WITH A MINIMUM PAYOUT OF §25.5
MILLION. WHILE THERE ARE MANY MORE COMPLEMENTARY
ASPECTS OF THE FINAL DEAL, THE UNDERLYING POINT SHOULD BE
CLEAR: THROUGH PAINSTAKING NEGOTIATION, GOVERNOR MAPP’S
ADMINISTRATION WAS ABLE TO MASSIVELY IMPROVE THE BENEFITS

IT WILL RECEIVE FROM THE NEW OPERATING AGREEMENT.

THE ARCLIGHT BID

ULTIMATELY, ARCLIGHT AND BUCKEYE OFFERED SIMILAR
ECONOMIC TERMS. HOWEVER, IN THE GOVERNMENT’S VIEW, THE
ARCLIGHT PROPOSAL OFFERS THE TERRITORY GREATER VALUE, FOR
A NUMBER OF REASONS. FIRST, ARCLIGHT IS FINANCIALLY STRONG
AND HAS COMMITTED TO INVESTING A MINIMUM OF $125 MILLION IN
THE FACILITY IN THE FIRST TWO YEARS. BUCKEYE OFFERED TO
INVEST LESS -- ($100 MILLION) OVER A MUCH LONGER PERIOD OF TIME
(3-5 YEARS). SECOND, ARCLIGHT HAS OBTAINED COMMITMENTS
FROM LARGE, CREDIBLE CUSTOMERS—INCLUDING SINOPEC (CHINA),

THE WORLD’S LARGEST PETROLEUM COMPANY--TO LEASE 12
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MILLION BARRELS OF STORAGE FOR A TEN-YEAR PERIOD. THOSE
COMMITMENTS TO LONG-TERM LEASES REMOVE MUCH OF THE RISK
FROM THE TRANSACTION, ENSURING THAT THE TERMINAL
OPERATION WILL BE FINANCIALLY VIABLE. THIRD, AND PERHAPS
MOST IMPORTANT, ARCLIGHT HAS ARTICULATED A VISION FOR THE
FUTURE OF THE FACILITY THAT DEMONSTRATES THAT THE
COMPANY HAS THOUGHT DEEPLY ABOUT, AND IS FULLY INVESTED
IN, THE BEST WAYS TO MAXIMIZE ITS VALUE, NOT JUST AS A STORAGE
TERMINAL BUT POTENTIALLY AS A PROCESSING FACILITY AND A
TRANSSHIPMENT PORT THAT WOULD SERVE AS A HUB FOR GLOBAL
COMMERCE MOVING THROUGH THE EXPANDED PANAMA CANAL.
THOSE OUTCOMES ARE NOT GUARANTEED, BUT THE GOVERNMENT
WAS AND REMAINS CONVINCED THAT ARCLIGHT’S MORE EXPANSIVE
VISION FOR THE FACILITY OFFERS GREATER POTENTIAL VALUE FOR

THE PEOPLE OF THE VIRGIN ISLANDS IN THE LONG TERM.

AT THE SAME TIME, THERE ARE REASONS TO BELIEVE THAT
BUCKEYE’S COMPETING OFFER MIGHT BE LESS THAN IT APPEARS TO

BE. FOR EXAMPLE, BUCKEYE ALREADY OWNS SEVERAL OIL
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TERMINALS IN THE CARIBBEAN, INCLUDING THE LARGE TERMINAL
AT BORCO IN THE BAHAMAS AND ANOTHER IN ST. LUCIA AND PUERTO
RICO. THAT PRESENTS TWO POTENTIAL PROBLEMS. THE FIRST 1S
ANTITRUST: BUCKEYE’S BID WAS CONTINGENT UPON RECEIVING
APPROVAL FROM THE ANTITRUST DIVISION OF FEDERAL TRADE
COMMISSION. ARCLIGHT’S WAS NOT. THE SECOND IS ECONOMIC
INCENTIVES: BECAUSE THE HOVENSA TERMINAL WOULD BE JUST
ONE OF SEVERAL SIMILAR BUCKEYE ASSETS, IN MAKING DECISIONS
ABOUT ITS FUTURE, BUCKEYE WOULD BE INCENTIVIZED TO
MAXIMIZE THE VALUE OF ITS ENTIRE PORTFOLIO OF CARIBBEAN
STORAGE—NOT OF THE HOVENSA TERMINAL ITSELF. AS SUCH, IT IS
NOT DIFFICULT TO IMAGINE A SCENARIO IN WHICH (FOR EXAMPLE)
BUCKEYE WOULD BE BETTER OFF NOT EXPANDING (OR, QUITE
POSSIBLY, STRANDING) THE HOVENSA TERMINAL IN ORDER TO KEEP
THE OVERALL MARKET FOR STORAGE TIGHT AND MAINTAIN STEADY
PRICES AT ITS OTHER FACILITIES. NONE OF THIS IS TO SUGGEST THAT
BUCKEYE IS OPERATING IN BAD FAITH—JUST THAT THE

GOVERNMENT BELIEVES THAT BUCKEYE FACES POTENTIAL
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DISINCENTIVES TO EXPANSION OF THE FACILITY THAT DO NOT APPLY

TO ARCLIGHT.

ALL THAT SAID, BUCKEYE—LIKE ARCLIGHT—IS AN
EXPERIENCED, REPUTABLE COMPANY WITH THE FINANCIAL
RESOURCES TO UNDERTAKE A TRANSACTION OF THIS MAGNITUDE.
WE BELIEVE THE ARCLIGHT BID OFFERS MORE VALUE TO THE
TERRITORY THAN THE BUCKEYE BID; BUT, IF THERE HAD BEEN NO
ARCLIGHT BID WE WOULD STILL HAVE HAD A CREDIBLE BUYER FOR
THE FACILITY, AND WE STILL WOULD HAVE REACHED A DEAL THAT
PROVIDED SUBSTANTIAL LONG-TERM BENEFITS TO THE PEOPLE OF
THE VIRGIN ISLANDS. WE MAKE THIS POINT TO DRAW A SHARP
CONTRAST BETWEEN THIS HEARING AND THE SIMILAR ONE THAT
TOOK PLACE A YEAR AGO, IN WHICH THIS BODY WAS ASKED TO
APPROVE A TRANSACTION IN WHICH THERE HAD BEEN ONLY ONE
BIDDER; IN WHICH THAT BIDDER BROUGHT NO MONEY TO THE TABLE;
IN WHICH THE HOPES AND FUTURES OF THE PEOPLE OF THE VIRGIN

ISLANDS WOULD HAVE BEEN ENTRUSTED TO A START-UP OPERATION
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THAT HAD LITTLE CHANCE OF ACHIEVING THE FINANCIAL SUCCESS

PURPORTED TO THE PEOPLE OF THE VIRGIN ISLANDS.

THE DEAL THIS ADMINISTRATION IS PRESENTING TO YOU
TODAY IS NOT THE ATLANTIC BASIN REFINERY (ABR) DEAL.
THROUGH GOVERNOR MAPP’S LEADERSHIP AND FORESIGHT, WE
HAVE BROUGHT YOU A HIGHLY CREDIBLE BUYER WITH AN
ACHIEVABLE PLAN AND A REALISTIC BUT OPTIMISTIC VISION FOR
THE FUTURE. IF YOU APPROVE THIS AGREEMENT TODAY, THE
TREASURY WILL BE $200 MILLION RICHER IN A MATTER OF WEEKS.
THAT 1S REAL MONEY THAT CAN BE USED FOR REAL PROJECTS TO
HELP REAL PEOPLE—OUR PEOPLE. AND IT WILL NOT GO AWAY.
ARCLIGHT WILL BRING ANOTHER $125 MILLION IN INVESTMENT OVER
THE COURSE OF THE NEXT TWO YEARS. THAT'S MONEY AND JOBS
AND ECONOMIC ACTIVITY FOR THE TERRITORY. THERE WILL BE
ANNUAL PAYMENTS. THEY WILL START SMALL, BUT IF ARCLIGHT
BUILDS OUT THE TERMINAL’S FULL CAPACITY--THE FULL 31 MILLION
BARRELS OF STORAGE—THAT PAYMENT WILL LIKELY BE ALMOST $20

MILLION A YEAR. THAT IS REAL MONEY, AND IT COULD GO ON FOR
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DECADES. AND IF ARCLIGHT ELECTS TO SELL THE FACILITY TO
ANOTHER OPERATOR, THE GOVERNMENT WILL GET 10% OF THE
PROFITS-—A MINIMUM OF $25.5 MILLION, AND POSSIBLY MUCH MORE.
FOR THE FIRST TIME, THE PEOPLE OF THE VIRGIN ISLANDS WILL
DIRECTLY BENEFIT FROM THE GROWTH AND SUCCESS OF THE
FACILITY’S OPERATIONS. AND, THERE IS STILL MORE. THE FUEL
RACK WILL GO BACK INTO OPERATION, AND GAS PRICES WILL FALL.

THERE WILL BE NEW MONEY FOR CHARITIES, FOR SCHOLARSHIPS,

FOR JOB TRAINING.

AND ALL OF THIS IS REAL. THE MONEY IS THERE. THE
COMMITMENT IS THERE. THE EXPERIENCE AND THE EXPERTISE ARE
THERE. NO ONE IN GOVERNOR MAPP’S ADMINISTRATION CLAIMS
THIS DEAL IS PERFECT, OR THAT IT WILL SOLVE ALL OUR PROBLEMS.
BUT IT IS SOLID. IT IS WORKABLE. IT IS REAL. THIS TIME, THE
GOVERNMENT HAS DONE ITS JOB. | URGE YOU TO ACCEPT AND
APPROVE WHAT WE HAVE DONE; BUT EITHER WAY, WE HAVE DONE

OUR VERY BEST FOR THE GOVERNMENT AND THE PEOPLE OF VIRGIN

ISLANDS.
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ARCLIGHT’S PURCHASE AGREEMENT WITH HOVENSA

IN THE BANKRUPTCY PROCESS, HOVENSA CHOSE ARCLIGHT AS
THE WINNING BIDDER, AND, ON NOVEMBER 30, 2015, THE
BANKRUPTCY COURT APPROVED THE SALE TO ARCLIGHT. UNDER
THE ASSET PURCHASE AGREEMENT NEGOTIATED BETWEEN
ARCLIGHT AND HOVENSA, ARCLIGHT WILL ACQUIRE THE ENTIRE
STORAGE TERMINAL; THE ABOVE-GROUND PORTIONS OF THE
REFINERY; AND RIGHTS TO PORTIONS OF THE SUBMERGED LANDS ON
THE SITE. HOVENSA WILL CONTINUE TO EXIST, AND WILL CONTINUE
TO OWN SEVERAL PARCELS OF THE SITE THAT HAVE NO CURRENT
UTILITY AND MUST BE CLEANED UP, PLUS THE BELOW-GROUND
PORTIONS OF THE REFINERY SITE—THE PORTIONS THAT CONTAIN
ENVIRONMENTAL WASTE THAT IS SUBJECT TO AN ONGOING
REMEDIATION EFFORT UNDER THE RESOURCE CONSERVATION AND
RECOVERY ACT (“RCRA™). HOVENSA WILL NO LONGER BE AN
OPERATING COMPANY, BUT WILL ESSENTIALLY OPERATE AS AN
ENVIRONMENTAL TRUST, FUNDED WITH APPROXIMATELY $80

MILLION—BACKED WITH AN ENVIRONMENTAL INSURANCE POLICY—
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TO ENSURE THAT THE COMPANY’S ONGOING ENVIRONMENTAL

REMEDIATION EFFORTS ARE FULLY FUNDED TO COMPLETION.

THE CLOSING OF ARCLIGHT’S PURCHASE IS CONTINGENT ON,
AMONG OTHER THINGS, A GLOBAL RELEASE OF ALL LITIGATION AND
OTHER CLAIMS AMONG THE GOVERNMENT, HOVENSA, AND
HOVENSA’S OWNERS, EXCEPT FOR ENVIRONMENTAL CLAIMS. IT IS
ALSO CONTINGENT ON ARCLIGHT ENTERING INTO AN OPERATING
AGREEMENT WITH THE GOVERNMENT, AND THE LEGISLATURE
RATIFYING THAT AGREEMENT. ARCLIGHT AND THE GOVERNMENT
HAVE EXECUTED SUCH AN AGREEMENT, WHICH IS BEFORE THIS

BODY TODAY, AND THE TERMS OF WHICH I WILL NOW BRIEFLY

DESCRIBE.

THE OPERATING AGREEMENT

THE BASIC STRUCTURE OF THE OPERATING AGREEMENT WITH
ARCLIGHT IS DRIVEN BY THE MANDATE ISSUED BY GOVERNOR MAPP
TO MAXIMIZE VALUE TO THE TERRITORY BOTH IN THE NEAR TERM

AND THE LONG TERM. IT IS DESIGNED TO LOCK IN A BASELINE LEVEL
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OF VALUE TO THE GOVERNMENT, IN THE FORM OF A LARGE UP-FRONT
CASH PAYMENT AND A STREAM OF GUARANTEED FUTURE
REVENUES: TO PROVIDE OPPORTUNITIES FOR THE GOVERNMENT TO
PARTICIPATE IN FUTURE UPSIDE; TO MAINTAIN THE POSSIBILITY OF A
RESUMPTION OF REFINERY OPERATIONS AT SOME LEVEL AND, IF NO
SUCH RESUMPTION IS FEASIBLE, TO DECONSTRUCT THE REFINERY
AND REMOVE IT FROM THE SITE; TO ENSURE THAT NECESSARY
ENVIRONMENTAL REMEDIATION IS COMPLETED; AND TO PROVIDE
THE GOVERNMENT WITH A COMPREHENSIVE SET OF POWERFUL

REMEDIES IN THE EVENT THAT ARCLIGHT, FOR SOME REASON, FAILS

TO PERFORM.

THE OPERATING AGREEMENT IS LENGTHY AND COMPLEX, AND
I WILL NOT ATTEMPT TO DESCRIBE ALL OF ITS MANY PROVISIONS
HERE. THIS PRESENTATION WILL FOCUS ON WHAT WE BELIEVE TO BE
THE MOST SIGNIFICANT ASPECTS OF THE OPERATING AGREEMENT,
INCLUDING THE OPERATIONAL REQUIREMENTS IMPOSED ON
ARCLIGHT; ARCLIGHT’S FINANCIAL OBLIGATIONS TO THE

GOVERNMENT; THE GOVERNMENT’S LEGAL AND FINANCIAL
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PROTECTIONS; THE RELEASE OF THE PARTIES CLAIMS AGAINST ONE
ANOTHER AND ALLOCATION OF ENVIRONMENTAL LIABILITIES; AND,

THE PROVISIONS FOR TERMINATION AND WINDING-UP OF THE

AGREEMENT.

A. ARCLIGHT’S OPERATIONAL REQUIREMENTS

DUTY TO OPERATE

ONE OF THE REASONS WE ARE SITTING HERE TODAY IS THE
FAILURE OF A PREVIOUS GENERATION TO INCLUDE IN THE OLD
CONCESSION AGREEMENT AN EXPRESS DUTY FOR HOVENSA TO
OPERATE THE REFINERY. THAT DUTY WAS IMPLICIT IN THE TERMS OF
THE AGREEMENT, BUT IN THE ABSENCE OF AN EXPRESS
REQUIREMENT, HOVENSA WAS ABLE TO ARGUE THATIT WAS FREE TO
SHUT DOWN THE FACILITY AT ANY TIME FOR ITS OWN

CONVENIENCE—AS IT ULTIMATELY DID.

THE OPERATING AGREEMENT WITH ARCLIGHT REMEDIES THAT
DEFICIENCY. SECTION 4.2(A) OF THE OPERATING AGREEMENT
EXPRESSLY REQUIRES ARCLIGHT TO BEGIN TERMINAL OPERATIONS
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WITHIN 6 MONTHS AFTER CLOSING AND CONTINUE TO OPERATE IT
FOR THE REMAINDER OF THE AGREEMENT’S TERM; WHICH, AS
DELINEATED IN SECTIONS 2.2, 2.3, 5.1(A) AND 5.2(A), IS A MINIMUM OF
25 AND A MAXIMUM OF 40 YEARS. IF ARCLIGHT FAILS TO OPERATE
THE FACILITY AS REQUIRED, IN ACCORD WITH SECTION 16.2, IT MUST
PAY THE GOVERNMENT LIQUIDATED DAMAGES IN THE AMOUNT OF
THE NET PRESENT VALUE OF ALL THE MINIMUM PAYMENTS
REMAINING IN THE TERM. THAT IS, IF ARCLIGHT WERE TO CEASE
OPERATIONS WITH 15 YEARS REMAINING IN THE TERM, IT WOULD
HAVE TO PAY TO THE GOVERNMENT $105 MILLION (15 YEARS X §7
MILLION), DISCOUNTED TO NET PRESENT VALUE. MORE
IMPORTANTLY, THIS WOULD ALSO TRIGGER A DEFAULT, AS
SPECIFIED IN SECTIONS 16.3(A)(1) AND 16.3(B), THAT WOULD REQUIRE
ARCLIGHT TO DECOMMISSION ALL REMAINING EQUIPMENT ON THE
SITE, REMOVE ALL THE HYDROCARBONS AND POLLUTANTS FROM
THAT EQUIPMENT, AND LEAVE THE SITE IN A CONDITION SUITABLE

FOR OTHER INDUSTRIAL USE.
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PROVISION OF FUEL

DURING THE TERM OF THE OPERATING AGREEMENT, ARCLIGHT
IS EXPRESSLY REQUIRED TO TAKE ON CERTAIN OBLIGATIONS
RELATED TO MAINTAINING THE TERRITORY'S FUEL SUPPLY. AS
OUTLINED IN SECTION 6.1(A)(1) OF THE OPERATING AGREEMENT,
ARCLIGHT MUST OPERATE THE FUEL RACK, OR CONTRACT WITH A
VENDOR TO DO SO. APPROPRIATELY, SECTION 6.1(A)2-3) REQUIRES
ARCLIGHT TO PROCURE CONTRACTS WITH THIRD PARTIES TO SUPPLY
THE RACK WITH GASOLINE, DIESEL, AND JET FUEL, AND TO MAINTAIN
AT THE FACILITY ENOUGH FUEL TO KEEP THE TERRITORY SUPPLIED
FOR AT LEAST ONE MONTH (OR NOT LESS THAN THE AVERAGE

MONTHLY FUEL NEEDS OF THE UNITED STATES VIRGIN ISLANDS).

SURELY, THERE WILL BE QUESTIONS ABOUT THE PRICES AT
WHICH FUEL WILL BE AVAILABLE TO THE COMMUNITY. AS YOU
KNOW, WHEN HOVENSA WAS HERE, IT SUPPLIED FUEL TO THE
TERRITORY AT A SIGNIFICANT DISCOUNT. HOVENSA WAS ABLE TO
DO THAT BECAUSE IT WAS REFINING OIL, AND SO HAD REFINED

PRODUCTS AVAILABLE TO IT AT THE COST OF PRODUCTION.
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CONVERSELY, ARCLIGHT, AS A TERMINAL OPERATOR, HAS TO
OBTAIN THE FUEL FROM OTHERS AT A WHOLESALE PRICE, WHICH
PREVENTS IT FROM OFFERING THE KIND OF DEEP DISCOUNT THAT
PREVAILED UNDER THE OLD AGREEMENT. RECOGNIZING THAT,
WE’VE REQUIRED ARCLIGHT TO CONTRACT WITH THIRD PARTIES TO
PROVIDE FUEL AT PRICES THAT ARE “AT OR BELOW RETAIL MARKET
PRICES.” AND, TO THE EXTENT ARCLIGHT BEGINS BUYING AND
SELLING PETROLEUM FOR ITS OWN ACCOUNT AT THE FACILITY, IT
WILL BE REQUIRED TO SUPPLY THE RACK WITH FUEL AT PRICES NO
HIGHER THAN THE PRICE IT CHARGES ITS LARGEST PRIVATE
CUSTOMER FOR COMPARABLE SALES. THIS ENSURES THAT THE
TERRITORY WILL RECEIVE THE BEST AVAILABLE PRICING
CONSISTENT WITH THE COMMERCIAL NATURE OF ARCLIGHT’S
BUSINESS. NONETHELESS, BECAUSE THE TRUCK RACK CAN PROVIDE
FUEL MUCH MORE EFFICIENTLY THAN THE BARGES THAT HAVE BEEN
IN USE SINCE HOVENSA SHUT DOWN THE RACK, ARCLIGHT’S FUEL

PRICES SHOULD BE LOWER THAN CURRENT PRICES.
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NAVIGATIONAL ACCESS

WE ARE AWARE THAT ACCESS TO THE LIMETREE BAY CHANNEL
IS IMPORTANT TO SOME CONSTITUENCIES. ACCORDINGLY, THE
AGREEMENT PROVIDES THAT ARCLIGHT WILL PERMIT THIRD PARTIES

TO ACCESS THE CHANNEL, SUBJECT TO TERMINAL TRAFFIC HAVING

FIRST PRIORITY FOR ACCESS.

REFINERY EVALUATION AND DECONSTRUCTION

AS EVERYONE IS AWARE, THE ECONOMIC AND EMPLOYMENT
BENEFITS OF A FULLY FUNCTIONING REFINERY ARE SUBSTANTIALLY
GREATER THAN THOSE PROVIDED BY A TERMINAL OPERATION. FOR
THAT REASON, THE PREVIOUS ADMINISTRATION INSISTED THAT
HOVENSA FIND A BUYER WHO WAS WILLING TO RE-OPEN THE
REFINERY. AFTER AN EXHAUSTIVE SEARCH, HOWEVER, HOVENSA
WAS UNABLE TO FIND A SINGLE FINANCIALLY CREDIBLE ENTITY
WILLING TO RESTART THE REFINERY. THE SALES PROCESS THAT
YIELDED ARCLIGHT’S SUCCESSFUL BID WAS  DESIGNED

SPECIFICALLY TO FIND A BUYER OF THE STORAGE TERMINAL ONLY,
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AND THAT WAS THE FOCUS OF ARCLIGHT’S ORIGINAL BID AND IS THE

PRIMARY FOCUS OF THIS OPERATING AGREEMENT.

THAT SAID, AT GOVERNOR MAPP’S INSISTENCE (AS REFLECTED
IN SECTION 6.4(A) OF THE OPERATING AGREEMENT), ARCLIGHT
AGREED TO DEVOTE 18 MONTHS AFTER CLOSING TO EVALUATING
THE POSSIBILITY OF RESTARTING PORTIONS OF THE REFINERY AND
TO TAKE ALL COMMERCIALLY REASONABLE EFFORTS TO DOING SO.
THAT EFFORT HAS ALREADY BEGUN, AND IT IS THE GOVERNMENT’S
UNDERSTANDING THAT THERE MAY BE COMMERCIALLY CREDIBLE
PARTIES WHO ARE WILLING TO RESUME SOME LIGHT PETROLEUM
PROCESSING ON THE REFINERY SITE. NOTHING IS CERTAIN, BUT WE
HAVE SOME REASON TO BE CAUTIOUSLY OPTIMISTIC. IN THE EVENT
THAT REFINING OPERATIONS RESUME, SECTION 8.2(A) OF THE
OPERATING AGREEMENT PROVIDES FOR SEPARATE ANNUAL
PAYMENTS TO BE MADE TO THE GOVERNMENT OUT OF REFINERY

INCOME.
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HOWEVER, TO THE EXTENT THAT RESTARTING THE REFINERY IS
NOT FEASIBLE, ARCLIGHT HAS COMMITTED TO TAKE IT DOWN AS
PROVIDED IN SECTION 6.4(B) OF THE OPERATING AGREEMENT. IF THIS
CIRCUMSTANCE WERE TO MANIFEST, ARCLIGHT, AT ITS OWN
EXPENSE, SHALL DECOMMISSION AND DISMANTLE ALL THE UNUSED
ABOVE-GROUND PORTIONS OF THE REFINING UNITS AND RETURN THE
PROPERTY, ON WHICH THE REFINERY IS SEATED, TO A STATE
SUITABLE FOR ANOTHER INDUSTRIAL USE. CONSEQUENTLY, IF THE

REFINERY DOES NOT REOPEN, THERE WILL NOT BE A RUSTING WRECK

MARRING THE SOUTH SHORE.

TWO OTHER POINTS ON THE REFINERY DECONSTRUCTION THAT
IS DELINEATED IN SECTION 6.4(B)(2) AND 6.4(C) OF THE OPERATING
AGREEMENT, RESPECTIVELY. FIRST, TO THE EXTENT THAT ARCLIGHT
IS ABLE TO TURN A PROFIT BY SELLING THE DECOMMISSIONED
REFINERY EQUIPMENT, THE GOVERNMENT WILL TAKE 50% OF ANY
SUCH PROFIT IN EXCESS OF $5 MILLION. SECOND, ONCE THE
DECONSTRUCTION IS COMPLETE, ARCLIGHT WILL HAVE AN OPTION

TO PURCHASE FROM HOVENSA ANY PORTION OF THE REFINERY SITE
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THAT IT DOESN’T ALREADY OWN AT A NOMINAL PRICE FOR THE

PURPOSE OF EXPANDING THE TERMINAL OR OTHERWISE ENHANCING

THE COMMERCIAL PROFILE OF THE SITE.

BITUMEN STORAGE

THE GOVERNMENT HAS ENTERED INTO A TENTATIVE
AGREEMENT WITH THE GOVERNMENT OF VENEZUELA UNDER WHICH
VENEZUELA WILL PROVIDE A SIGNIFICANT AMOUNT OF BITUMEN
FOR USE IN THE PRODUCTION OF ASPHALT. THE ASPHALT WILL BE
USED IN THE CONSTRUCTION AND REHABILITATION OF THE

TERRITORY’S ROADS AND OTHER INFRASTRUCTURE.

IN CONNECTION WITH THAT AGREEMENT, ARCLIGHT HAS
AGREED TO SPEND AS MUCH AS $6 MILLION TO CONSTRUCT OR
MODIFY SPECIAL TANKS AND INFRASTRUCTURE FOR THE STORAGE
OF UP TO 100,000 BARRELS OF BITUMEN, AND THEN TO LEASE THOSE
TANKS TO THE GOVERNMENT AT COST FOR AS LONG AS THE

GOVERNMENT NEEDS THEM. THIS COMMITMENT WILL ENABLE THE
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DEPARTMENT OF PUBLIC WORKS TO IMPROVE ITS ROADS AND

INFRASTRUCTURE AT EXTREMELY LOW COST.

EMPLOYMENT

ONE OF GOVERNOR MAPP’S PRIMARY INTERESTS IN ENTERING
THIS (OR ANY) BUSINESS AGREEMENT IS FINDING HIGH-QUALITY
EMPLOYMENT FOR THE PEOPLE OF THE VIRGIN ISLANDS. AS DEFINED
IN SECTIONS 7.1{A) AND 7.2 OF THE OPERATING AGREEMENT,
ARCLIGHT HAS COMMITTED TO EMPLOY A MINIMUM OF 80 FULL-TIME
EQUIVALENT WORKERS, OF WHICH 60 MUST BE FULL-TIME
EMPLOYEES, AND OF WHICH 80% MUST BE VIRGIN ISLANDS
RESIDENTS. MOREOVER, SENIOR MANAGEMENT MUST INCLUDE AT
LEAST 50% VIRGIN ISLANDS RESIDENTS. FOR THIS PURPOSE, A
“VIRGIN ISLANDS RESIDENT” IS DEFINED TO INCLUDE ANY U.S.
CITIZEN OR PERMANENT RESIDENT WHO HAS BEEN LIVING IN THE
TERRITORY FOR AT LEAST ONE YEAR, OR WHO ATTENDED SCHOOL IN
THE VIRGIN ISLANDS FOR AT LEAST SIX YEARS, IS A GRADUATE OF A
VIRGIN ISLANDS HIGH SCHOOL OR UNIVERSITY, AND IS REGISTERED

TO VOTE IN THE UNITED STATES VIRGIN ISLANDS. IN ADDITION,
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PERSONS FORMERLY EMPLOYED BY HOVENSA, HOVIC, OR PINNACLE
SERVICES AT THE FACILITY WITHIN THE LAST FIVE YEARS ARE

CONSIDERED VIRGIN ISLANDS RESIDENTS FOR THIS PURPOSE.

THE EMPLOYMENT PROVISIONS ARE DESIGNED TO CREATE
MAXIMUM EMPLOYMENT OPPORTUNITIES FOR LOCAL RESIDENTS
WHILE ALSO PERMITTING ARCLIGHT SUFFICIENT FLEXIBILITY TO
ENSURE THAT IT IS ABLE TO RETAIN WORKERS WITH THE SKILL-SETS
NECESSARY TO OPERATE THEIR BUSINESS. IT IS ALSO IMPORTANT TO
RECOGNIZE THAT THE 80-EMPLOYEE REQUIREMENT REPRESENTS AN
ABSOLUTE MINIMUM. THE MORE SUCCESSFUL THE OPERATION IS,
AND THE MORE IT IS ABLE TO EXPAND, THE GREATER THE NUMBER
OF EMPLOYEES AND CONTRACTORS WILL BE NECESSARY TO RUN IT.
MORE IMPORTANTLY, ARCLIGHT’S COMMITMENT TO INVEST AT
LEAST $125 MILLION IN FACILITY IMPROVEMENTS IN THE FIRST TWO
YEARS ALL BUT GUARANTEES THAT THERE WILL BE SIGNIFICANT
EMPLOYMENT ON THE SITE IN EXCESS OF THE 80-PERSON MINIMUM
FOR THE FORESEEABLE FUTURE. INDEED, IT IS OUR UNDERSTANDING

THAT IF THIS OPERATING AGREEMENT IS APPROVED, ARCLIGHT WILL
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HAVE AT LEAST 200 WORKERS ON THE SITE IN THE FIRST QUARTER OF

2016.

B. FINANCIAL OBLIGATIONS TO THE GOVERNMENT

THE OPERATING AGREEMENT PROVIDES FOR A COMPREHENSIVE
PACKAGE OF PAYMENTS TO THE GOVERNMENT, WHICH ARE
INTENDED TO PROVIDE A SUBSTANTIAL UP-FRONT CASH PAYMENT
THAT WILL IMMEDIATELY IMPROVE THE TERRITORY’S BUDGET
SITUATION: A DEDICATED, PREDICTABLE INCOME STREAM TO THE
GOVERNMENT REGARDLESS OF THE FACILITY’S PERFORMANCE;
SIGNIFICANT “UPSIDE” REVENUE IF THE FACILITY PERFORMS WELL;
AND A SHARED INTEREST IN THE PROFITS OF A FUTURE SALE OF THE
FACILITY. IN ADDITION, THE GOVERNMENT WILL RECEIVE A
VARIETY OF OTHER BENEFITS, INCLUDING 121 HOUSES ON THE SITE;
330 ACRES OF CURRENTLY UNUSED LANDS TO THE EAST OF THE SITE;
SEVERAL HUNDRED THOUSAND DOLLARS’ WORTH OF SCHOLARSHIPS
AND TRAINING PROGRAMS ANNUALLY; AND SIGNIFICANT

CHARITABLE CONTRIBUTIONS TO THE COMMUNITY.
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CLOSING PAYMENT

UPON CLOSING OF THE TRANSACTION, THE GOVERNMENT WILL
RECEIVE A LUMP-SUM CASH PAYMENT OF $220,000,000. OF THAT
AMOUNT, $200,000,000 WILL GO IMMEDIATELY INTO THE TREASURY,
AND WILL INSTANTLY AND MATERIALLY IMPROVE THE
GOVERNMENT’S FISCAL SITUATION; PARTICULARLY, THE IMMEDIATE
RELEASE OF $20MM IN TAX REFUNDS OWED TO THE PEOPLE OF THE

VIRGIN ISLANDS.

THE REMAINDER WILL GO TO PAY THE COSTS NOT ONLY OF THE
NEGOTIATION OF THIS TRANSACTION, BUT THE COSTS OF BRINGING
THE LAWSUIT AGAINST HESS CORPORATION; THE COSTS OF A FULL
YEAR OF INTENSIVE TAX LITIGATION AGAINST HOVIC AND PDVSA VI;
THE COSTS OF REPRESENTING THE GOVERNMENT’S INTEREST IN THE
BANKRUPTCY PROCEEDINGS; THE COSTS OF INVESTIGATIONS AND
ANALYSES OF THE ENVIRONMENTAL SITUATION ON THE REFINERY

SITE; AND OTHER SIMILAR COSTS.
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ANNUAL PAYMENTS

THE OPERATING AGREEMENT PROVIDES FOR ANNUAL
PAYMENTS THAT WILL RISE WITH INCREASES IN ARCLIGHT’S
REVENUES BUT (EXCEPT IN THE FIRST THREE YEARS) CAN NEVER
FALL BELOW $7 MILLION ANNUALLY. THAT MEANS THAT THE
GOVERNMENT WILL RECEIVE AN ABSOLUTE MINIMUM OF $7 MILLION
IN DIRECT PAYMENTS EVERY YEAR. BUT IF ARCLIGHT EARNS
SIGNIFICANT REVENUES, THE GOVERNMENT WILL SHARE IN THE
UPSIDE, AS THE AGREEMENT ENTITLES THE GOVERNMENT TO
RECEIVE 10% OF THE TERMINAL’S REVENUES (EXCEPT THAT IN YEARS
IN WHICH THE TERMINAL’S REVENUES ARE BELOW $120 MILLION, THE
GOVERNMENT’S SHARE WILL BE 9%). IT SHOULD BE EMPHASIZED
THAT THE GOVERNMENT’S STAKE IS BASED ON REVENUES, NOT ON

PROFITS, SUCH THAT EVEN IF THE TERMINAL IS LOSING MONEY, THE

GOVERNMENT WILL BE PAID.

THE GOVERNMENT’S OIL AND GAS INDUSTRY ADVISERS FROM
GAFFNEY-CLINE ASSOCIATES WILL PROVIDE A DETAILED

PRESENTATION SHOWING THE GOVERNMENT’S LIKELY REVENUES
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ACROSS A VARIETY OF REVENUE CASES; THE SHORT VERSION IS THAT
AS THE TERMINAL OPERATION GROWS, THE GOVERNMENT IS VERY
LIKELY TO RECEIVE MORE THAN $7 MILLION IN ANNUAL REVENUES

FROM THE TERMINAL, AND COULD RECEIVE SUBSTANTIALLY MORE.

THE OPERATING AGREEMENT ALSO PROVIDES THAT IF THERE IS
A TOTAL OR PARTIAL RESTART OF REFINING OPERATIONS, THE
GOVERNMENT WILL RECEIVE A SUBSTANTIAL SHARE OF THE INCOME
GENERATED BY THOSE OPERATIONS AS WELL. UNDER THE
OPERATING AGREEMENT, THE GOVERNMENT WOULD ANNUALLY
RECEIVE 17.5% OF THE REFINERY’S EARNINGS BEFORE TAKING INTO
ACCOUNT INTEREST, DEPRECIATION, TAXES, AND AMORTIZATION.
THAT MEANS THAT EVEN IF THE REFINERY TAKES ON SIGNIFICANT
DEBT TO INVEST IN CAPITAL IMPROVEMENTS, IT CANNOT USE THE
RESULTING INTEREST PAYMENTS OR DEPRECIATION/AMORTIZATION
DEDUCTIONS TO REDUCE OR ELIMINATE THE GOVERNMENT’S STAKE.
OVERSIMPLIFYING THINGS SLIGHTLY, IF THE REFINERY'S REVENUES
EXCEED ITS OPERATING COSTS, THE GOVERNMENT WILL BE PAID

17.5% OF THE DIFFERENCE.
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CARRIED INTEREST

IN NEGOTIATING THE DEAL TERMS, GOVERNOR MAPP SOUGHT
TO ALIGN THE GOVERNMENT’S INTERESTS WITH ARCLIGHT’S
INTERESTS AS MUCH AS POSSIBLE. ONE PRODUCT OF THAT FOCUS IS
THE “CARRIED INTEREST,” WHICH ESSENTIALLY PROVIDES THAT IF
ARCLIGHT SELLS THE FACILITY, THE GOVERNMENT WILL RECEIVE
10% OF ARCLIGHT’S PROFITS ON THE SALE, WITH A MINIMUM
PAYMENT OF $25.5 MILLION. BECAUSE ARCLIGHT IS A PRIVATE
EQUITY FIRM, IT IS INCENTIVIZED TO CREATE AND MAXIMIZE VALUE
OUT OF THE FACILITY. AS A RESULT, THIS PROVISION ENSURES THAT
THE GOVERNMENT WILL CAPTURE A SIGNIFICANT SHARE OF THE

VALUE CREATED BY ARCLIGHT IN ANY FUTURE SALE.

CAPITAL EXPENDITURES

ARCLIGHT HAS COMMITTED TO INVESTING A MINIMUM OF §$125
MILLION IN FACILITY IMPROVEMENTS IN THE FIRST TWO YEARS
AFTER CLOSING. ALTHOUGH THAT INVESTMENT WILL NOT PRODUCE

DIRECT REVENUES TO THE GOVERNMENT, IT WILL GENERATE
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SIGNIFICANT EMPLOYMENT AND ECONOMIC ACTIVITY ON ST. CROIX.
IN ADDITION, TO THE EXTENT THOSE IMPROVEMENTS ENHANCE THE
TERMINAL'’S ABILITY TO GENERATE REVENUES, THE GOVERNMENT
WILL CAPTURE A SHARE OF THOSE ENHANCED REVENUES—FIRST IN
INCREASES IN THE TERMINAL VARIABLE PAYMENT, AND LONG-TERM

IN THE INCREASE OF THE OVERALL VALUE OF THE CARRIED

INTEREST.

TRAINING AND SCHOLARSHIPS

ARCLIGHT HAS COMMITTED TO INVESTING $200,000 ANNUALLY
IN SCHOLARSHIPS AND TRAINING FOR VIRGIN ISLANDS RESIDENTS. A
PORTION OF THOSE FUNDS WILL BE DIRECTED TO DEGREE PROGRAMS
AT THE UNIVERSITY OF THE VIRGIN ISLANDS. ARCLIGHT HAS ALSO
COMMITTED TO USING COMMERCIALLY REASONABLE EFFORTS TO
CONDUCT, AT ITS OWN EXPENSE, TRAINING PROGRAMS FOR LOCAL
RESIDENTS DESIGNED TO TEACH SKILLS THAT WILL BE IN DEMAND

AT THE TERMINAL AND REFINERY.
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CHARITABLE CONTRIBUTIONS

IN ADDITION TO THE $200,000 FOR TRAINING AND
SCHOLARSHIPS, ARCLIGHT HAS COMMITTED TO DONATING A
MINIMUM OF $300,000 ANNUALLY TO LOCAL CHARITIES. THE
GOVERNMENT WILL RETAIN OVERSIGHT OF THE RECIPIENTS OF
ARCLIGHT’S DONATIONS, TO ENSURE THAT THEY GO TO LEGITIMATE

AND WORTHY CAUSES AND BENEFIT THE PEOPLE OF THE VIRGIN

ISLANDS.

C. THE GOVERNMENT’S FINANCIAL PROTECTIONS

THE ABRUPT AND DISASTROUS CLOSURE OF THE HOVENSA
REFINERY MADE US ALL TOO KEENLY AWARE OF THE RISKS
INHERENT IN CONTRACTING WITH LIMITED LIABILITY COMPANIES
THAT CAN SIMPLY WALK AWAY FROM THEIR FINANCIAL
OBLIGATIONS, LEAVING THE GOVERNMENT WITH LITTLE RECOURSE
EXCEPT A LAWSUIT AGAINST A CASH-POOR OR BANKRUPT ENTITY.

THE OPERATING AGREEMENT BETWEEN THE GOVERNMENT AND
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ARCLIGHT OFFERS TWO LEVELS OF PROTECTIONS AGAINST THAT

SCENARIO.

FINANCIAL ASSURANCE

FIRST, ARCLIGHT’S FINANCIAL OBLIGATIONS WILL BE
PARTIALLY GUARANTEED BY FINANCIAL ASSURANCE, EITHER IN THE
FORM OF AN ACTUAL GUARANTEE FROM A PARENT COMPANY OR A
LETTER OF CREDIT FROM A REPUTABLE FINANCIAL INSTITUTION. AS
SPECIFIED IN SECTION 8.5 OF THE OPERATING AGREEMENT, IF
ARCLIGHT SHOULD DEFAULT ON ITS PAYMENTS, THE GOVERNMENT
WILL BE ABLE TO PROCEED DIRECTLY AGAINST THE FINANCIAL

ASSURANCE, UP TO A MINIMUM OF $30 MILLION AND A MAXIMUM OF

$50 MILLION.

SECURITY INTEREST

SECOND, ARTICLE 9 OF THE OPERATING AGREEMENT PROVIDES
THAT THE FULL AMOUNT OF ARCLIGHT’S FINANCIAL OBLIGATIONS
WILL BE SECURED BY A LIEN ON THE TERMINAL AND THE REFINERY.
THEREFORE, IN THE EVENT THAT ARCLIGHT FAILS TO MAKE
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REQUIRED PAYMENTS UNDER THE AGREEMENT, AND FOR SOME
REASON THOSE PAYMENTS CANNOT BE SATISFIED BY THE FINANCIAL
ASSURANCE, THE GOVERNMENT CAN FORECLOSE ON ITS SECURITY

INTEREST AND TAKE POSSESSION OF THE FACILITY.

IN ORDER TO ACCOMMODATE ARCLIGHT’S INTENTION TO MAKE
SIGNIFICANT CAPITAL EXPENDITURES TO IMPROVE AND EXPAND THE
FACILITY--MEASURES THAT ARE VERY MUCH IN THE
GOVERNMENTS® INTEREST—THE GOVERNMENT'S  SECURITY
INTEREST WOULD BE SUBORDINATED TO ANY FINANCING INCURRED
BY ARCLIGHT IN CONNECTION WITH THE ACQUISITION,
DEVELOPMENT, CONSTRUCTION, REHABILITATION, EXPANSION, OR
ENHANCEMENT OF THE FACILITY. WHAT THIS MEANS, AS A
PRACTICAL MATTER, IS THAT IN THE UNLIKELY EVENT THAT
ARCLIGHT FINDS ITSELF IN FINANCIAL DIFFICULTY, THE
GOVERNMENT WOULD BE UNABLE TO ENFORCE ITS SECURITY
INTEREST SO LONG AS THE FINANCING IS IN PLACE. THIS
SUBORDINATION IS NECESSARY TO OBTAIN FINANCING, BUT IT DOES

NOT MATERIALLY HARM THE GOVERNMENT’S POSITION. THUS, IF
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ARCLIGHT WERE UNABLE TO PAY ITS LENDERS, THOSE LENDERS
WOULD BE ABLE TO ENFORCE THEIR SENIOR SECURITY INTEREST
AHEAD OF THE GOVERNMENT—BUT BECAUSE THE LENDERS’ ONLY
MEANS FOR RECOVERING THEIR INVESTMENT IN THE REFINERY
WOULD BE TO STEP INTO THE SHOES OF ARCLIGHT UNDER THE
OPERATING AGREEMENT, THEY WOULD HAVE EVERY INCENTIVE TO
MAKE ALL THE PAYMENTS OWED BY ARCLIGHT UNDER THAT
AGREEMENT. IN ALL LIKELIHOOD, THE GOVERNMENT WOULD

CONTINUE TO BE PAID—JUST BY ARCLIGHT'S LENDERS, RATHER

THAN BY ARCLIGHT ITSELF.

D. GLOBAL RELEASE AND ALLOCATION OF

ENVIRONMENTAL LIABILITIES

IN DECEMBER OF LAST YEAR, HOVIC AND PDVSA VI FILED THE
FIRST OF SEVERAL LAWSUITS AGAINST THE GOVERNMENT SEEKING
SEVERAL HUNDRED MILLION DOLLARS IN REFUNDS OF INCOME
TAXES. IN EARLY SEPTEMBER OF THIS YEAR, THE GOVERNMENT
FILED SUIT AGAINST HESS CORPORATION, CHARGING HESS WITH
MORE THAN $1 BILLION IN LOSSES SUSTAINED BY THE TERRITORY AS
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A RESULT OF THE ABRUPT SHUTDOWN OF THE OIL REFINERY IN
EARLY 2012. THERE ARE NOW 12 ACTIVE LITIGATIONS ONGOING
BETWEEN THE GOVERNMENT AND HOVENSA AND ITS AFFILIATES,
MANY OR MOST OF WHICH ARE EXPECTED TO GO ON FOR YEARS AT
ENORMOUS EXPENSE, AND THE RESULTS OF WHICH ARE

NECESSARILY UNCERTAIN.

A KEY CONDITION OF THE PROPOSED TRANSACTION IS THAT
ALL OF THOSE LITIGATIONS WILL GO AWAY. THE GOVERNMENT AND
THE HOVENSA ENTITIES WILL ENTER INTO ONE OR MORE
AGREEMENTS RELEASING ONE ANOTHER FROM ALL CLAIMS OF ANY
KIND—WITH THE VERY SIGNIFICANT EXCEPTION OF
ENVIRONMENTAL CLAIMS AGAINST HOVENSA AND ITS AFFILIATES.
THOSE COMPANIES’ ENVIRONMENTAL LIABILITIES WILL REMAIN,
AND WILL BE ALLOCATED AMONG HOVENSA AND ARCLIGHT IN THE

FOLLOWING MANNER:

SUBSEQUENT THIS TRANSACTION, HOVENSA WILL REMAIN

LIABLE FOR ALL PRE-EXISTING CONTAMINATION—THAT IS,
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CONTAMINATION THAT OCCURRED BEFORE ARCLIGHT ACQUIRES
THE PROPERTY-AND WILL CONTINUE TO FUND THE OPERATION OF
THE ONGOING RESOURCE CONSERVATION AND RECOVERY ACT
CORRECTIVE ACTION USING APPROXIMATELY $80 MILLION IN CASH
AND RESOURCE CONSERVATION AND RECOVERY ACT FINANCIAL
ASSURANCE. TO ENSURE THAT HOVENSA CAN AND WILL CONTINUE
FUNDING THAT OPERATION UNTIL IT IS COMPLETE, HOVENSA WILL
OBTAIN AN ENVIRONMENTAL INSURANCE POLICY DESIGNED TO

COVER ANY POSSIBLE FUTURE SHORTFALL.

ARCLIGHT WILL NOT ASSUME LIABILITY FOR ANY
CONTAMINATION THAT OCCURS BEFORE THE CLOSING, BUT WILL BE
LIABLE FOR ANY CONTAMINATION THAT OCCURS DURING ITS
OWNERSHIP. UNDER THE OPERATING AGREEMENT, ARCLIGHT WILL
HAVE BOTH CONTRACTUAL AND LEGAL OBLIGATIONS TO COMPLY
WITH ENVIRONMENTAL LAWS, PREVENT RELEASES OF

CONTAMINANTS, CLEAN-UP SUCH RELEASES IF THEY DO OCCUR.
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E. TERMINATION/END OF TERM

ANOTHER MAJOR FLAW IN THE HOVENSA CONCESSION
AGREEMENT WAS THE ABSENCE OF ANY PROVISION FOR
TERMINATION OF THE AGREEMENT OR THE OPERATOR’S
RESPONSIBILITIES AT THE END OF THE TERM. THE ARCLIGHT

AGREEMENT REMEDIES BOTH OF THESE FLAWS.

FIRST, SECTION 16.3(A) OF THE OPERATING AGREEMENT
PROVIDES FOR A SERIES OF CIRCUMSTANCES IN WHICH THE
GOVERNMENT CAN TERMINATE THE AGREEMENT, INCLUDING IF
ARCLIGHT DEFAULTS ON ITS PAYMENTS, STOPS OPERATING THE

TERMINAL, OR OTHERWISE MATERIALLY BREACHES THE

AGREEMENT.

SECOND, SECTION 16.3(B) OF THE OPERATING AGREEMENT
SPECIFIES WHAT ARCLIGHT MUST DO IN THE EVENT OF
TERMINATION, WHETHER BECAUSE OF AN EVENT OF DEFAULT OR

BECAUSE THE TERM EXPIRES. ITS OBLIGATIONS WOULD INCLUDE
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DECOMMISSIONING ALL THE REMAINING EQUIPMENT ON THE SITE,
EXCEPT THOSE PORTIONS NECESSARY FOR FUEL STORAGE FOR THE
TERRITORY AND ANY PORTIONS THAT THE GOVERNMENT SPECIFIES;
DISCONNECTING THE CONTROL AND ELECTRICAL SYSTEMS AND
REMOVING ALL THE HYDROCARBONS AND CONTAMINANTS FROM
THE DECOMMISSIONED EQUIPMENT; AND LEAVING THE SITE IN A
CONDITION SUITABLE FOR ONGOING INDUSTRIAL USE. EITHER
BEFORE OR AFTER THIS SITE RESTORATION IS COMPLETE, THE
GOVERNMENT WOULD HAVE THE OPTION TO TAKE OWNERSHIP OF

THE SITE AT NO COST.

OF COURSE, OUR HOPE AND EXPECTATION IS THAT AT THE END
OF THE TERM THE FACILITY WILL REMAIN COMMERCIALLY VIABLE,
AND THE OPERATOR WILL EITHER NEGOTIATE A NEW AGREEMENT
FOR CONTINUED OPERATION OR SELL IT TO ANOTHER OPERATOR. IF
THAT DOESN'T HAPPEN, HOWEVER, THE OPERATING AGREEMENT
PROVIDES FOR AN ORDERLY TERMINATION AND SHUTDOWN AT THE
OPERATOR’S EXPENSE, AVOIDING THE POSSIBILITY THAT THE

OPERATOR WILL SIMPLY ABANDON THE PROPERTY AND LEAVE THE
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SOUTH SHORE WITH A CRUMBLING, INOPERABLE, HAZARDOUS

WASTE SITE.

CONCLUSION

THIS  ADMINISTRATION STRONGLY  BELIEVES  THAT
RATIFICATION OF THIS OPERATING AGREEMENT IS THE BEST WAY
FORWARD FOR THE PEOPLE OF THE VIRGIN ISLANDS. WE HAVE
ENDURED FOUR YEARS OF UNCERTAINTY, CONFLICT, AND ECONOMIC
RUIN. THE DEAL WITH ARCLIGHT DOESN’T FIX ALL OF THAT; NOR
DOES IT REPLACE THE FULL MEASURE OF FINANCIAL BENEFIT AND
EMPLOYMENT WE ENJOYED WHILE THE REFINERY OPERATED. BUT,
IT IS A MAJOR STEP IN THE RIGHT DIRECTION. IT WILL PROVIDE A
MASSIVE AND IMMEDIATE INFUSION OF BADLY NEEDED CASH;
DECADES OF GUARANTEED ANNUAL PAYMENTS THAT CAN NEVER
FALL BELOW $7 MILLION BUT COULD RISE WELL ABOVE THAT
AMOUNT: THE PROSPECT OF EXPANDED AND ENHANCED OPERATIONS
THAT WILL INCREASE BOTH REVENUES TO THE GOVERNMENT AND
EMPLOYMENT FOR THE PEOPLE OF THE TERRITORY; THE POSSIBILITY

OF RESUMED REFINING OPERATIONS THAT WILL INCREASE THOSE
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ANNUAL PAYMENTS AND EMPLOYMENT EVEN MORE; AND
SCHOLARSHIPS, JOB TRAINING, AND CHARITABLE CONTRIBUTIONS

FOR A POPULATION THAT IS IN DESPERATE NEED OF ALL THREE.

ARCLIGHT IS A FINANCIALLY POWERFUL AND COMMERCIALLY
CREDIBLE PARTNER FOR THE GOVERNMENT. IT HAS ARTICULATED
AN EXCITING VISION FOR THE FUTURE OF THE LIMETREE BAY
FACILITY AND FOR THE TERRITORY AS A WHOLE. IT HAS
ESSENTIALLY PRE-SOLD ALL THE STORAGE THAT IS CURRENTLY IN
OPERATIONAL CONDITION AND LOCKED IN MAJOR INTERNATIONAL
PETROLEUM COMPANIES AS CUSTOMERS FOR THE NEXT DECADE,
THEREBY ALL BUT ENSURING A BASELINE LEVEL OF FINANCIAL
SUCCESS. IT HAS ACKNOWLEDGED THE GOVERNMENT’S NEEDS AND
CONCERNS AND ACCEPTED DEAL TERMS THAT GO BEYOND WHAT IS
TYPICAL IN DEALS LIKE THIS ONE—TERMS LIKE THE CARRIED
INTEREST, THE FINANCIAL ASSURANCE, THE SECURITY INTEREST,
AND THE OBLIGATIONS TO DECONSTRUCT THE REFINERY AND
DECOMMISSION WHAT REMAINS OF THE FACILITY IF AND WHEN THE

OPERATION COMES TO AN END. WE DIDN'T GET EVERYTHING WE
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WANTED; NEITHER DID THEY. WHAT WE GOT WAS AN OPERATING
AGREEMENT THAT BENEFITS BOTH PARTIES, AND ALIGNS OUR
INTERESTS IN THE GROWTH AND SUCCESS OF THE FACILITY IN THE
COMING DECADES. WHAT WE GOT WAS A BIG FIRST STEP IN THE ROAD
TO ECONOMIC RECOVERY AND A PROSPEROUS FUTURE FOR THIS

TERRITORY AND THE PEOPLE OF THE VIRGIN ISLANDS.

MR. PRESIDENT, ON BEHALF OF GOVERNOR KENNETH E. MAPP,
MY FELLOW COLLEAGUES AND THE REST OF THE NEGOTIATING
TEAM, I THANK YOU FOR THIS OPPORTUNITY TO PRESENT TO YOU THE
PROPOSED OPERATING AGREEMENT WITH ARCLIGHT. THE
DOCUMENT WE PRESENT TO YOU TODAY IS THE PRODUCT OF BOTH
CAREFUL CONSIDERATION AND DIFFICULT NEGOTIATIONS; AND
ALTHOUGH NO AGREEMENT IS PERFECT, 1 BELIEVE THAT WHAT WE
HAVE PRESENTED HERE TODAY REPRESENTS A GOOD AND FAIR DEAL
FOR THE GOVERNMENT AND THE PEOPLE OF THE VIRGIN ISLANDS,
AND ONE THAT OFFERS THE BEST AVAILABLE CHANCE FOR A
RENEWED ECONOMY ON ST. CROIX AND A MORE PROSPEROUS

FUTURE FOR THE TERRITORY.
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MR. CHAIRMAN, THIS CONCLUDES MY TESTIMONY. MY
COLLEAGUES AND I ARE AVAILABLE TO RESPOND TO QUESTIONS
FROM THE MEMBERS OF THIS COMMITTEE WITH RESPECT TO THE

LEGISLATION UNDER CONSIDERATION,

THANK YOU.
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