MITCHELL & MITCHEILL

SUITE 750
8300 DOUGLAS AVENUE
DALLAS, TEXAS 75225

TELEPHONE 214-692-5775
FACSIMILE 214-692-6137

May 5, 2006

Mr. William H. Clifton

BP Pipelines (Alaska) Inc.

P.O. Box 190848

Anchorage, Alaska 99519-0848

Dear Bill:

Section IILE.6 of the TAPS Quality Bank Methodology requires a review of the gravity
differential to be used in the calculation of the Quality Bank adjustments for the Valdez Marine
Terminal twice each year, in May and November. The current review has been concluded and
the gravity differential for the six-month period beginning July 1, 2006 will be adjusted from

$0.0364 to $0.0383 per 0.19 APL

Table 1 provides a summary of the calculation of the distribution of ANS crude oil to the
West Coast and East of the Rockies. The calculation is based on data from the U.S. Department
of Transportation Maritime Administration. These percentages will also be used for calculation
of the weighted average component prices for July, 2006 — December, 2006.

Table 2 summarizes the posted gravity differentials taken from the crude oil bulletins
published by the companies specified in the methodology. In accordance with the methodology,
a weighted average of the differentials over the six-month period November, 2005 — April, 2006
was used.

Table 3 shows the calculation of the overall gravity differential and illustrates that the
differential changed by more than 5% and, therefore, an adjustment to the differential is required.

This report is being mailed to the persons on the attached distribution list. Copies are also
being sent to Vinson & Elkins, Guess & Rudd, KPMG LLP, and the State of Alaska, as well as

interested shippers.

Very truly yours,

ST Mgl

J.T. Mitchell
Quality Bank Administrator
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TABLE 2

TAPS Quality Bank

Gravity Differentials Report

Postings averages summary for West Texas Sour (Gulf Coast) and California (West Coast) crude oils

: . . . ¢
Units for differential amounts : ——————-—(- TSAPI)(BBL)

Weighted averages based on the périod: 11/01/2005 - 04/30/2006, inclusive

Weighted Average Period
Coast Company Differential Amount Postings
GULF Chevron Products Company 0.00000 7
Exxon Mobil Corporation 1.50000 7
Shell Global Trading 1.50000 7
Simple average gravity differential for Gulf Coast crude oils: 1.000
Weighted Average Period
Coast Company Differential Amount Postings
WEST ChevronTexaco 3.68785 8
Exxon Mobil Oil Corporation 3.82320 8
Shell Global Trading 4.00000 7
Union 76 ‘ 3.81768 8
Simple average gravity differential for West Coast crude oils: 3.832

Report Date: 5/3/2006 ' Page: 1




TABLE 2

TAPS Quality Bank

Gravity Differentials Report

Postings averages detail for West Texas Sour crude oils (Gulf Coast)

Units for differential amqunts TFKF%)_(ITBE
Weighted averages based on the period: 11/01/2005 - 04/30/2006, inclusive
Differential Date
Company Amount Posted

Chevron Products Company 0.000 04/30/2006
0.000 03/31/2006
0.000 02/28/2006
0.000 01/31/2006
0.000 12/30/2005
0.000 11/30/2005
0.000 10/31/2005

0.00000 Wt. avg.
Exxon Mobil Corporation 1.500 04/30/2006
©1.500 03/31/2006
1.500 02/28/2006v
1.500 01/31/2006
1.500 12/30/2005
1.500 11/30/2005
1.500 10/31/2005

1.50000 Wt. avg.
Shell Global Trading 1.500 04/30/2006
1.500 03/31/2006
1.500 02/28/2606
1.500 01/31/2006
1.500 12/30/2005
1.500 11/30/2005
1.500 10/31/2005

Wt, avg.

1.50000

Report Date: 5/2/2006
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TABLE 2

TAPS Quality Bank

Gravity Differentials Report

Postings averages detail for California crude oils (West Coast)

Units for differential amounts :—L—-
. (.1°API)(BBL)
Weighted averages based on the period: 11/01/2005 - 04/30/2006, inclusive
Differential Date
Company Amount Posted

ChevronTexaco 3.750 04/30/2006
3.750 03/31/2006
3.750 02/28/2006
3.750 01/31/2006
3.750 12/30/2005
3.750 12/16/2005
3.500 11/30/2005
3.500 10/31/2005

3.68785 Wt. avg.
- Exxon Mobil Oil Corporation 4.000 04/30/2006
' 4.000 03/31/2006
4.000 02/28/2006
4.000 01/31/2006
4.000 01/04/2006
3.500 12/30/2005
3.500 11/30/2005
3.500 10/31/2005

3.82320 Wt. avg.
Shell Global Trading 4.000 04/30/2006
4.000 03/31/2006
4.000 02/28/2006
4.000 01/31/2006
4.000 12/30/2005
4.000 11/30/2005

Report Date: 5/2/2006
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TABLE 2

TAPS Quality Bank

Gravity Differentials Report

Postings averages detail for California crude oils (West Coast)

Units for differential amounts Ti;—A_I_’i)L(B:ﬁIS
Weighted averages based on the period: 11/01/2005 - 04/30/2006, inclusive
Differential Date
Company Amount Posted
Shell Global Trading (continued) 4.000 10/31/2005
4.00000 Wt. avg,
- Union 76 4.000 04/30/2006
4.000 ] 03/31/2006
4.000 02/28/2006
4.000 01/31/2006
4.000 01/06/2006
3.500 12/30/2005
3.500 11/30/2005
3.500 10/31/2005
3.81768' Wt. avg.
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TABLE 3

TAPS Quality Bank

Quality Differential Review Report

Review Month: May, 2006

Gravity Differential Geographic Distribution Weighted
Distribution (¢/.1°AP1/BBL) Percentages Differential
Location for NOV 2005 - APR 2006 for SEP 2005 - FEB 2006 (¢/.1°AP1/BBL)
West Coast 3.832 X 1.0000 = 3.832
Gulf Coast 1.000 x 0.0000 = 0.000
Calculated Quality Differential 3.832
Allowable range based on current Quality Differential:
Current Differential (5%) Range Range
(¢/.1°AP1/BBL) Allowed Upper Lower
Effective: JAN 2006 Range Bound Bound
3.64 X 1.05 = 3.822
3.64 X 0.95 = 3.458

The calculated Quality Differential equals or exceeds the 5 percent tolerance. Therefore, the
current Quality Differential must be adjusted on July 1,2006 to 3.83 cents per one tenth degree

AFI per barrel of oil.

Report Date: 5/3/2006
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May, 2006

TAPS

Owner Contacts

Accountants

Attorneys

BP Pipelines (Alaska) Inc.

Albert N, Bolea

BP Pipelines (Alaska) Inc.
P. 0. Box 190848
Anchorage, AK 99519-0848
Tel: 907/564-5757

Fax: 907/564-5556
boleaaln@bp.com

William H. Clifton

BP Transportation(Alaska) Inc.
P. O. Box 190848

900 E. Benson (99508)
Anchorage, AK 99519-0848
Tel.: 907/564-5983

Fax: 907/564-5570
cliftowh@bp.com

James D. Decker

BP Pipelines (Alaska) Inc.
P. O. Box 199612
Anchorage, AK 99519-6612
Tel: 907/564-5535

Fax: 907/564-4031
deckerjd@bp.com

Chevron Pipe Line Company

Paul Allison

Chevron Pipe Line Company
4800 Fournace Place
Bellaire, TX 77401-2324
Tel: 281/596-3656

Fax: 281/596-2844
PDAL@chevron.com

Sanna Lilburn

Chevron Pipe Line Company
4800 Fournace Place

Room W734D

Bellaire, TX 77401-2324
Tel.: 713/432/2882

Fax: 713/432/3939
sanna.lilburn@chevron.com

Diane E. Russell

Senior Counsel

Chevron Pipe Line Company
4800 Fournace Place

Room W734D

Bellaire, TX 77401-2324
Tel.: 713/432-3696

Fax: 713/432-3943
deru@chevron.com

ConocoPhillips
Transportation Alaska, Inc.

Darren Jones

ConocoPhillips Transportation
Alaska, Inc.

700 G Street, 2100

Anchorage, AK 99501

Tel: 907/263-4431

Fax: 907/263-4438
darren.jones@conocophillips.com

John M. Christal

ConocoPhillips Transportation Alaska,
Inc.

700 G Street

Anchorage, AK 99501

Tel; 907/263-4793

Fax: 907/263-3748
john.m.christal@conocophillips.com

Barbara F. Fullmer
ConocoPhillips Transportation
Alaska, Inc.

P. O. Box 100360

Anchorage, AK 99510

Tel: 907/265-1341

Fax: 907/ 265-6998

barbara.f. fullmer@conocophillips
.com

ExxonMobil Pipeline
Company

Michael P. Tudor

ExxonMobil Pipeline Company
800 Bell Street

Houston, TX 77002

Tel: 713/656-5056

Fax: 713/656-9579
mike.tudor@exxonmobil.com

A.J. Signater

ExxonMobil Pipeline Company
800 Bell Street

Attn: Tariff Coordinator, Rm. 795
Houston, TX 77002

Tel: 713/656-4968

Fax: 713/656-1580
authur.j.signater@exxonmobil.com

E. Kim King

ExxonMobil Pipeline Co.
800 Bell Street

Houston, TX 77002

Tel: 713/656-3783

Fax: 713/656-5593

¢.kim king@exxonmobil.com

Koch Alaska Pipeline
Company, LLC

Mike Purkey

Koch Alaska Pipeline Co., LLC
4111 East 37th Street N., 67220
P. O. Box 2913, 67201-2913
Wichita, KS

Tel: 316/828-788%

Fax: 316/828-9874
mike.purkey@kochpipeline.com

Richard L. Barnaby

Koch Alaska Pipeline Company, LLC
4111 East 37" Street N., 67220

P. O. Box 2913, 67201-2913

Wichita, KS

Tel: 316/828-5577

Fax: 316/828-9116

richard. barnaby@kochpipeline.com

Robert J. Knapp

Koch Alaska Pipeline Co., LLC
4111 East 37" Street N., 67220
P. 0. Box 2913, 67201-2913
Wichita, KS

Tel: 316/828-4550

Fax: 316/828-7199

rob. knapp@kochpipeline.com




