Com e-buy- Chance

“"The sweetest deal”

There has recently been a lot of controversy
over the provincial government’s plans 1o build
an oil refinery and core chemical plant at
Come-by-Chance, but in all the controversy
there has been little mention made of the actual
terms of the agreement between the govern-
ment and John Shaheen

We thought that these terms should be made a
bit better known than they are now, so we
looked up a copy of the 1968 Statutes of
Newfoundland. Act number 86 is the one which
pertains to the Come-by-Chance deal, and it is
this act that is the source of the information
that follows.

We are not goint to reprint the whole act,
because it is too long, but we are going to pick
out what we consider to be the main parts.

Section 3 of the act is a list of Government
covenants, which include:

{a) that the government shall pay an amount
equal to any excess over the amount of 2.5 mills
per kilowatt hour paid by the Company to
Newfoundland Light and Power for electrical
power to operate the plant. This concession will
last for 15 years, until Shaheen’s company buys
the whole operation, or until his option to buy
has expired.

(b) that the provincial government shall use
its best efforts to obtain the construction of the
harbour, dock, and water supply facilities
required for the project through the agencies
and at the expense of the government of
Canada.

(c) that the government grants to Shaheen an
irrevocable option to purchase all of the issued
shares of the holding company (a crown
corporation) at the price of $100 each, provided
that Shaheen has lived up to the terms of this
agreement and that all government loans in
connection with this agreement have been paid
off.

(d) that for a period of 25 years from the date
the Come-by-Chance plant goes into production,
Shaheen shall have the right of refusal to
build and operate any core chemical plant
and/or refinery similar to the Come-by-Chance

is built in Newfoundland with
pmvlm:ul government financial assistance.

(e) that the Board of Directors of the

company shall comprise two persons nominated ¢

by the government and not more than 13
nominated by Nfid. Refining Company (ie.
Shaheen.)

Section 4 is a list of covenants of the
government and the crown corporations, and
these include:

(c) that Shaheen's Newfoundland Refining
Company shall supervise the construction of the
Come-by-Chance plant, and shall be reimbursed
by the Building Company (a crown corporation)
for all direct salary costs properly incurred by
Newfoundland Refining Company in connection
with such supervision plus 100% thereof, and all
out-of-pocket expenses properly incurred by the
Refining Company in connection with such
supervision.

(d) that the Refining Company shall manage
the operations of the plant for a fee equal to
27.8% of the annual net profits of the Operating
Company (also a crown corporation), these net
profits to be determined in accordance with
generally accepted accounting principles.

(e) that the Refining Company shall act as an
agent of the operating company for a fee equal
to 5.1% of the amount of gross sales of the
operating company.

Section 5 of the act deals with the obligation
of the Newfoundland Refining Company, and
these obligations include:

(a) that Refining shall sell and distribute on
behalf of the government bonds or securities in
the amount of $30,000,000, these bonds and
securities to be for a term of 15 years at a rate
of interest, at such prices and upon such terms.
as shall be satisfactory to the government.

(b) that all negotiations required to finance
the project, whether or not they are guaranteed
by the government, be reported to the Minister
of Economic Development (Smallwood).

(c) that prior to commitment by the
government to issue the bonds the Refining
Company shall submit to the government
evidence satisfactory to the government that the
Refining Company has assets of the value of
$10,000,000 which can be converted into cash
amount and made available when
required in accordance with this agreement.

(e) that prior to the commitments by the
government to issue the bonds, the Refining
Company shall procure and submit to the
government take or pay contracts for the sale of
not less than 60% of the annual production of
the plant for periods and at prices which make
the project viable.

(f) that if the proceeds of the government
foan are not sufficient to cover the cost of the
pm[m the Refining Company shall lend to the
ing company an amount equal to the cost
m excess of the government loan.

(h) that prior to government commitments to
issue the bonds, the Refining Company shall
advance to the building Company $5,000,000.

(i) that the Refining Company shall contract
for the purchase of not less than 60% of the
crude oil required for the operation of the plant
at a cost to be set by the Refining Company,
subject to verification by the government.

(i) that an independent person or company
conduct a feasibility study into the project.

Further obligations of the Refining Company.
are mentioned in section 6 of the act. The main
ones of these are:

(d) that the Refining Company shall advance
to the operating company the $10,000,000 in
cash referred to in 5 (c) sufficiently in advance
to provide the working capital required by the
Operating Company. Security shall be in the
form of debentures.

(g) that the Refining Company shall exert its
best efforts to establish at Come-by-Chance
facilities for the production of petro-chemical
products which would utilize as feedstock some
of the products of the plant.

These are the conditions given in the 1968
Statutes of Newfoundland, and according to
Premier Smallwood on a television interview on
April Fools' Day, ot one letter of this act has
been changed.
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haheen can’t lose

Anyone who reads through the terms of the
Shaheen agreement is bound to raise his
eyebrows more than once.

For one thing, why should Shaheen get
reimbursed for the salaries he pays out for the
supervision of the construction of the plant plus
100% of that amount? Obviously it is to his
advantage to hire on as many people as possible
for the job because, for every dollar he pays the
people employed to supervise the operation
Shaheen gets a dollar of reimbursement plus a
dollar for his own pocket.

A second dubious clause is the one which
gives Shaheen 5.1% of the annual gross sales of
the refinery, This clause provides income for
Shaheen without profit motive, and it is profit
motive that is the basis of the entrepreneurial
system. |f the operation Come-by-Chance loses a
fortune, Shaheen still rakes in his cut on the

gross sales. If sales are anything like they are
expected to be, this clause alone will result in
several million dollars a year winding up in
Shaheen’s pocket.

Shaheen alko gets 2 monopoly on
government-subsidized oil refineries and core
chemical plants in Newfoundland for the next
25 years. It seems to us that

not, he leaves it.

What we want to know is why Shaheen is
involved in the business at all. Premier
Smallwood was asked on CBC's “Quote and
Comment” program why the government
doesn’t operate the refinery itslf, and his reply
wasthatzmslsz “communist practice’. It is not
at all, it's socialism, and

Shaheen should get this right before he has
shown that he can make the Come-by-Chance
operation profitable. The thing is, why should
one person get this monopoly?

The final main objection to the agreement is
that Shaheen gets the right to buy the whole
Come-by-Chance refinery. lock, stock and
barrel, for only $2,000 (20 shares @ $100) if the
government debt in connection with the refinery
is paid off within 15 years. In other words, if it
is a profitable venture, Shaheen takes it if it's

Smellwood has. oftin procisied himseif as a
socialist. The Quebec govemment
nationalized Hydro-Quebec, and the British
government has nationalized the rail and steel
industries, so  why can't Newfoundland
nationalize the Come-by-Chance oil refinery?

The way the thing is set up now, if the operat-
ion flops, the Newfoundland people take the
loss, and if it is a success, Shahheen takes the
profits.

Bishop b

To the Editor

1 should like to clear up some confusion regarding the
demonstration at the irport on Thursday, March 26.

Firstly, the infamous spitting incident was perpetrated
by one person. It was not planned nor condoned by the
geeat majority of thosa present. Almost all of us
rogarded this act as deplorable and regrettable and were
appalled by the incident. | feel obliged in defense of
those who participated in the demonsiration to make 3l
this crystal clear 1o the public since some of the news
media have left the impression that this was an sct
planncd and agreed to by the demonstrators. Nothing
could be further from the truth.

Secondly. the purposc of the demonstration (which
was  onganized group of students acting
independently) was to make the point that, contrary to
the impression some were trying to convey, the Shaheen
deal is hardly something (o celebrate: that the terms of
the agreement as they are now in the statute books give
aliogether 100 many. concessions 1o the promoter.
necdn't gointo details here but | suggest that the gencral
public examine the terms of the agreement and judge for
themselves the justice of our viewpoint

Thirdly, 1 should like also 10 note the irresponsible
action of CION in allowing such a clearly biased
individual 33 Freeman White (0 report the negotiations
and more immediately the events at the airport. A list of
dlearly prejudiced sctions and comments would be
rather long but | must note a few of the more flagrant

(1) M. White gave as a representative example of the
placards that demonstrators carried one Wi
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cxpresed

asts CJON reporter

derogatory opinions about John Shaheen. There was
precisely one poster 50 leitered. In fact the two posters
which occurred most frequently read: “Heads Shaheen
wins, Tails Newfoundland loses™ and “Come By Chance,
the greatest deal for the promoter since Manhattan
Tstand went for $24.00". These expressed rather clearly
the opinions of the demonstrators — contrary to Mr.
White's comments.

2) Mr. White classed the demonstrators as radical
rabble rousers looking for trouble. This is a thoroughly
ndiculous statement. The majority of the demonstrators
were cancermed young Newfoundlanders who wanted to
express publicly thei point of view. This is 4 type of
concem that ought 10 be encouraged nol condemned.

(3) CION managed not to note that one young man
was 30 roughed up by police that 3 middie-aged Al
Canada employee complained to the police that they
had usmed excessive force amounting 1o bratality. If
CION knew this they are guilty of suppressing nows. 1f
they did not know it they are guilty of sloppy reporting

(4)° Mr. White managed to edit out the sound track
of his film which showed me addessing 3 group of
demonstrstors leaving the  impreiyon  (from  his
comments) that the film should captioned
“Wild-Eyed Radical Ribble Rouser Harahguing Mob"”.
Viewers of the late night news saw this film and heard
the voice section in which | was saying, “Would you
move back please and move into the but. This should
never have happened. We do not want any trouble herc.
Would you move back into the bus, please™ — or roughly
that, The reality oiffered substantially from the
impression which Mr. White contrived to leive.

Fourthly, | should like to comment on the statements

of the Honorable Minister for Social Services and
Rehabilitation or whatever the title is which the Premies
has given Mr. Stephen A. Neary. Mr. would have
us believe that the opponents nf the scwemment at the
University are a noisy minority. | b
fooled by this old dodge. It is an undeniable fact that
the clear majority of the students on this campus oppose:
the present regime. This is opposition from people who
are 3 generally welkinformed, concemed group of
citizens.

Finally, 1 think it is time that someone answered the
Freeman Whites, Steve Nearys and Ron Pumphreys
whose pastime it has recently been to have a shy at
students. These leave the  impression  whether
inentionally or 0ot that students are a bunch of
anarchistic, drugaddicted, ficentious, depraved punks, It
will be most regrettable if many of the general public
become seduced by this type of sickening rubbish. |
invite anyone who has any doubls to come to the
cumpus and talk to 3 few of these people who arc
painted a5 modem ogres. | am confident that they will
then recognize this anthstudent propaganda for the
gathage that it is. The press is at least partly responsible
for this. It is time the news media stopped allowing the
name of students to be dragged through the mud by
those who are caught up in the hysterical (it is not 100

strong & word) antistudent cult that has become s
prevalent in recent months.
Bill Bishop
'resident
Students' Union
MUN
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