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	“Actual Arrival Time” means the time according to Valdez, Alaska, local time that a vessel communicates to the Operator its readiness to commence loading after entering the Prince William Sound Vessel Traffic Service Area or an area subsequently designated by Carrier.

“Available Interstate Capacity” means the volume of space in Carrier’s Pipeline available for interstate movement during any Month after accounting for all intrastate nominations accepted.

“Average Regular Shipper Volume” means the average volume (measured in Barrels per Day) actually shipped by a Shipper during the Rolling Period.
“Barrel” means forty-two United States gallons.

“Base Fluctuation” is the daily increase or decrease to Fixed Base Inventory as a result of Pipeline operations resulting from such things as temperature, flow rate or pressure changes.

“Base Inventory” as herein used means Fixed Base Inventory adjusted for any increase or decrease in the Base Fluctuation.

“Carrier” means ConocoPhillips Transportation Alaska, Inc.

“Carrier Work Day” means a regularly scheduled workday for Carrier.

“Consignee” means anyone that a shipment, or a portion of a shipment, is consigned to when delivered from the Pipeline.

“Day” means the period of time commencing at 0000 hours on one Day and running until 2400 hours on the same Day according to Valdez, Alaska, local time.

“Excess Shipper” is a Shipper that has a volume of Petroleum in the custody of the Carrier that exceeds 100 percent of Shipper’s Working Tankage Entitlement at the beginning of the Day for which the Carrier is assessed a penalty.  The excess is computed by taking the Shipper’s share of Total Inventory Barrels less Shipper’s share of Base Inventory less Shippers Working Tankage Entitlement.

“Fixed Base Inventory” as herein used means the standard total volume of Petroleum in System’s Pipeline Base Inventory and terminal tankage Base Inventory that has not been adjusted for any Base Fluctuation and excludes Petroleum in fuel tanks and in Working Capacity.
“Month or Monthly” means a calendar Month commencing at 0000 hours on the first Day thereof and running until 2400 hours on the last Day thereof according to Valdez, Alaska, local time.

“New Shipper” means any Shipper who does not qualify as a Regular Shipper.  A New Shipper becomes a Regular Shipper when it satisfies the conditions to be a Regular Shipper based on documented volumes shipped in prior Months.
“100-Barrel Mile Deliveries” as herein used means the number of Barrels of Petroleum delivered out of the System multiplied by the number of miles each such Barrel was transported, divided by 100.

“Operator” means the contract Operator of the Trans Alaska Pipeline System.

“Operator Business Day” means a regularly scheduled workday for Operator’s scheduling department.

“Owner(s)” refers to all of the Owners of undivided interests in the Trans Alaska Pipeline System.

“Petroleum” means unrefined liquid hydrocarbons including gas liquids.

“Pipeline” means Carrier’s undivided interest ownership in the Trans Alaska Pipeline System.

“Port Information Manual” means the manual governing vessel characteristics, required equipment and operation of vessels arriving to lift Petroleum at Valdez, Alaska.  Copies of the Port Information Manual are available upon written request.

“Prospective Shipper” means a person nominating Petroleum for transportation through the Pipeline whose nomination has not yet been accepted by Carrier.

“Regular Shipper” means a Shipper who has shipped interstate volumes at any time during the period July 1, 2005 through June 30, 2006, or a Shipper who thereafter ships interstate volumes each month during any consecutive twelve (12) Month period; provided, however, that once a Shipper becomes a Regular Shipper, it will lose its Regular Shipper status only if it does not ship interstate volumes at all during a period of twelve (12) consecutive months. Regular Shippers not shipping interstate volumes for any Tender Period will be credited with zero Barrels accepted for that Tender Period in establishing their Average Regular Shipper Volume.

“Reserved Capacity” means for any Month in which prorationing applies, the greater of 90 percent of the Available Interstate Capacity or the percentage of Available Interstate Capacity for which no New Shipper nominations have been received.

“Rolling Period” means the twelve (12) Month period beginning fourteen (14) Months prior to the Month requiring proration, except that, with respect to nominations for July 2006, the Rolling Period will be July 1, 2005 through April 30, 2006, and with respect to nominations for August, 2006, the Rolling Period will be July 1, 2005 through May 31, 2006.

“Scheduled Arrival Day” means the Day stated in a lifting schedule that a vessel is scheduled to enter the Prince William Sound Vessel Traffic Service Area or an area subsequently designated by Carrier.

“Shipper” means anyone who ships Petroleum through the Pipeline.

“Shipper’s Accepted Tender Percentage” is the ratio (expressed as a percentage to two decimal places, XX.XX%) that the Shipper’s daily accepted tender, bears to the total daily accepted tenders for all Shippers.

“Shipper’s Working Tankage Entitlement” is equal to the Shipper’s Accepted Tender Percentage of the Carrier’s Working Capacity.

“System” means the Trans Alaska Pipeline System.

“Tender Period” means the Month in which the Barrels are shipped.

“Total Inventory” is all inventories in tanks and Pipeline at any given time including both Base Inventory and Working Inventory.
“Working Capacity” is the total capacity of all operational terminal tankage for the handling of Petroleum at Valdez, Alaska, pending delivery out of the System into vessels, between 2’6” above the bottom of each tank shell and 3’9” below the top of each tank shell, less the capacity, as determined by the Operator, required to receive the volume of Petroleum which should be moved out of the System to prevent internal pressure in the Pipeline from exceeding design limits in the event its operation should be shut down.

“Working Inventory” means the volume of Petroleum derived by taking Total Inventory less Base Inventory at any given time.  It is part of Working Capacity.
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Quality and Intermixing of Petroleum


	Only Petroleum will be accepted for transportation in the Pipeline.  All Petroleum transported through the Pipeline will be intermixed with other Petroleum shipments and shall be subject to such changes in gravity, quality and other characteristics as may result from such intermixing.  No Shipper or Consignee shall be entitled to receive the identical Petroleum delivered into the Pipeline.  Delivery shall be out of the commingled stream or common stock.

Quality Adjustments

Shippers shall be debited and/or credited for all adjustments as provided for in this Item with respect to all Petroleum shipped.  The calculation of Shipper's debits and credits shall be made for each Month as required herein.  The credit and debit balances for each accounting shall be adjusted among Shipper and all Shippers in the System by collecting funds from those Shippers (including Shipper, if applicable) having debit balances and by thereafter remitting funds collected to the Shippers (including Shipper, if applicable) having credit balances.  In the event of delay in collection or inability to collect from one or more Shippers for any reason, only adjustment funds and applicable interest charges actually collected shall be distributed pro rata to Shippers having credit balances.  A Monthly accounting shall be rendered to Shipper after the end of each Month.

(a) Methodology

Shipper authorizes Carrier or its designee to compute adjustments among all Shippers in the System for quality differentials arising out of the System common stream operation.   Shipper agrees to pay Carrier or its designee the adjustment due from Shipper determined in accordance with the procedures set out in this Item.

The procedures for making Quality Bank calculations and determining Quality Bank adjustments among Shippers are specified in detail in this Item, as supplemented by the TAPS Quality Bank Methodology set forth in Carrier's Tariff F.E.R.C. No. 3, supplements thereto, and successive issues thereof, which are incorporated herein by reference.

As prescribed in the TAPS Quality Bank Methodology, at the close of each Month, Carrier or its designated Quality Bank Administrator shall compute adjustments calculated as follows:

1.
Pump Station No. 1 Adjustment - An adjustment based on the difference between the Quality Bank Value of Pump Station No. 1 Base Petroleum during a Month and the Quality Bank Value of Petroleum received into the System at Pump Station No. 1 for a Shipper during the same Month shall be calculated as follows:

(i)
the Quality Bank Value per Barrel of each stream received into the System at Pump Station No. 1 during the Month for a Shipper shall be determined by summing the Quality Bank Values of each component of one Barrel of that stream as determined in accordance with the TAPS Quality Bank Methodology. 

(ii)
the Quality Bank Value per Barrel of the Pump Station No. 1 Base Petroleum for the Month shall be determined by multiplying the Quality Bank Value per Barrel of a stream of Petroleum received into the System at Pump Station No. 1 during that Month by the number of Barrels of that stream received into the System at Pump Station No. 1 during that Month, summing the products so obtained and dividing the total by the number of Barrels of Petroleum received into the System at Pump Station No. 1 during that Month.

(iii)
if the Quality Bank Value per Barrel of the Pump Station No. 1 Base Petroleum for any Month is greater than the Quality Bank Value per Barrel of a stream of Petroleum received into the System at Pump Station No. 1 during the same Month for a Shipper, such Shipper shall be debited an amount calculated by multiplying such difference by the number of Barrels of such Petroleum received into the System for such Shipper at Pump Station No. 1 during that Month.

(iv)
if the Quality Bank Value per Barrel of the Pump Station No. 1 Base Petroleum for any Month is less than the Quality Bank Value per Barrel of a stream of Petroleum received into the System at Pump Station No. 1 during the same Month for a Shipper, such Shipper shall be credited an amount calculated by multiplying such difference by the number of Barrels of such Petroleum received into the System for such Shipper at Pump Station No. 1 during that Month.

2.
Connection Adjustment - An adjustment based on the difference between the Quality Bank Value of any connection Base Petroleum during a Month and the Quality Bank Value of a Shipper's Petroleum commingled at that connection during the same Month shall be calculated as follows:
(i)
the Quality Bank Value per Barrel of a Shipper's Petroleum commingled at a connection during the Month shall be determined by summing the Quality Bank Values of each component of one Barrel of that Petroleum as determined in accordance with the TAPS Quality Bank Methodology.

(ii)
the Quality Bank Value per Barrel of any connection Base Petroleum for the Month shall be the Weighted Average Quality Bank Value of (1) the Petroleum entering the System at connection during the Month and (2) the Petroleum in the System just upstream of the point of entry into the System at that connection during the Month.

(iii)
if the Quality Bank Value per Barrel of any connection base Petroleum for any Tender Period is greater than the Quality Bank Value per Barrel of a Shipper’s Petroleum commingled at that connection during the same Tender Period, such Shipper shall be debited an amount calculated by multiplying such difference by the number of Barrels of such Shipper’s Petroleum commingled at that connection during that Tender Period.

(iv)  if the Quality Bank Value per Barrel of any connection base Petroleum for any Tender Period is less than the Quality Bank Value per Barrel of a Shipper’s Petroleum commingled at that connection during the same Tender Period, such Shipper shall be credited an amount calculated by multiplying such difference by the number of Barrels of such Shipper’s Petroleum commingled at that connection during that Tender Period.

3.
Valdez Terminal Gravity Adjustment – An adjustment based on the difference between the Weighted Average Gravity of the Valdez Terminal Base Petroleum and the Weighted Average Gravity of Petroleum received out of the Valdez Terminal by a Shipper shall be calculated as follows:

(i) if the Weighted Average Gravity of the Valdez Terminal Base Petroleum for any Tender Period is greater than the Weighted Average Gravity of Petroleum received out of the Valdez Terminal during the same Tender Period by a Shipper, such Shipper shall be credited an amount calculated by multiplying such difference by the Gravity Differential Value Per Barrel and multiplying that total by the number of Barrels of such Petroleum received out of the Valdez Terminal during that Tender Period by such Shipper.

(ii) if the Weighted Average Gravity of the Valdez Terminal Base Petroleum for any Tender Period is less than the Weighted Average Gravity of Petroleum received out of the Valdez Terminal during the same Tender Period by a Shipper, such Shipper shall be debited an amount calculated by multiplying such difference by the Gravity Differential Value Per Barrel and multiplying that total by the number of Barrels of such Petroleum received out of the Valdez Terminal during that Tender Period by such Shipper.

(iii) for the period from July 1, 2006, through December 31, 2006, the Gravity Differential Value Per Barrel is established at $0.0383 for each one-tenth degree API Gravity (0.1° API).
(b)   General Provisions.

In addition to the adjustments described in this Item, Shipper agrees to pay Carrier or its designee a per Barrel charge to reimburse Carrier for the costs of administering the adjustments among Shippers under this Item.

In the event any payment is made to Shipper hereunder and it is subsequently determined by any federal or state court, administrative agency or other governmental entity having jurisdiction that no other Shipper was liable for the adjustment for which payment was made, Shipper receiving such payment shall upon receipt of an accounting from Carrier return the same to Carrier or its designee.  Carrier shall promptly utilize same to reimburse all Shippers who made such payments.
All payments due from Shipper under this Item shall be made by Shipper within 20 Days of receipt of each accounting and, for any delay in payment beyond such 20 Day period, shall bear interest calculated at an annual rate equivalent to 125 percent of the prime rate of interest of Citibank N.A. of New York, New York, on ninety-day loans to substantial and responsible commercial borrowers as of the date of accounting.

If Shipper fails to make payment due hereunder within 30 Days of issuance of each accounting, Carrier shall have the right to sell at public auction either directly or through an agent at any time after such 30 Day period any Petroleum of Shipper in its custody.  Such auction may be held on any Day, except a legal holiday, and not less than 48 hours after publication of notice of such sale in a daily newspaper of general circulation published in the town, city or general area where the sale is to be held, stating the time and place of sale and the quantity and location of Petroleum to be sold.  At said sale, Carrier shall have the right to bid, and, if it is the highest bidder, to become the purchaser.  From the proceeds of said sale, Carrier will deduct all payments due and expenses incident to said sale, and the balance of the proceeds of the sale remaining, if any, shall be held for whomsoever may be lawfully entitled thereto.

Carrier and its designee are authorized by Shipper to receive through measurement, connecting Carriers or otherwise all information and data necessary to make the computations under this Item.  Shipper will furnish Carrier or its designated Quality Bank Administrator, and consents to Carrier or its designated Quality Bank Administrator acquiring from other Carriers or other persons, any additional information and data necessary to make the computations under this Item.  Shipper also consents to Carrier or its agents disclosing to the designated Quality Bank Administrator all information and data necessary to make the computations under this Item.
The name and address of Carrier’s designated Quality Bank Administrator will be made available upon written request to Carrier.

Adjustment payments and administrative costs in this Item are not a part of Carrier’s transportation tariff rates, and such shall not be an offset or other claim by Shipper against sums due Carrier for transportation or other charges, costs, or fees due or collected under Carrier’s tariffs.

Carrier has right to refuse Petroleum for transportation if (i) it is unsuitable for refining or use as a fuel or contains more than thirty-five one hundredths of 1 percent (0.35 percent) by volume of basic sediment and water, (ii) its temperature exceeds 142° F, provided that Petroleum may be accepted for transportation at any point in the System at a temperature in excess of 142° F but only under such circumstances and during such times as Carrier hereunder determines that it will not result in violation of any design or operating requirement for the System at any point in the System or result in inequities or discrimination as between Carriers or Shippers, (iii) its hydrogen sulfide (H2S) content in solution exceeds 50 parts per million by weight, and (iv) it will result in the calculated combined stream of Petroleum in the System at any given entry point or any given time exceeding ten (10) parts per million hydrogen sulfide (H2S) content in solution by weight, or the vapor pressure of such combined stream exceeds the greater of atmospheric pressure or 14.7 psia at receipt temperature, and (v) assay analysis of the Petroleum has not been provided at least sixty (60) Days in advance of initial receipt to determine that such Petroleum is compatible with other Petroleum being transported (Carrier will notify the Prospective Shipper of the evaluation of the assay analysis and acceptance or non-acceptance of the Petroleum within forty (40) Days of the receipt of the analysis).


