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2.1.8 Source of Sale Oil. The State will deliver, as Sale Oil, Royalty Oil
produced from the Leases and delivered to the State as Royalty Oil in-kind. The availability to
the State of Royalty Oil in-kind in any Month may vary depending on a variety of factors,
including the rate of production from the Leases. The State disclaims and Buyer waives, any
guarantee, representation, or warranty, either express or implied, that Sale Oil delivered and sold
by the State in any Month is from a certain Lease, Unit, or other area.

2.1.9 State’s Warranty of Title. The State warrants that it has good and
marketable title to the Royalty Oil delivered and sold as Sale Oil.

2.2 Quality.

2.2.1 Quality of Sale Oil. The Royalty Oil the State delivers to
Oil shall be of the same quality as the Royalty Oil delivered to the State at the Point of Delivery.
The quality of the Royally Oil delivered to the State may vary from time to time. The State
disclaims, and Buyer waives, any guarantee, representation, or warranty, either expressed or
implied, of merchantability, fitness for use, or suitability for any particular use or purpose, or
otherwise, and of any specific, average, or overall quality or characteristic of Sale Oil. Buyer
specifically waives any claim that any liquid hydrocarbons, including such substances as crude
oil, condensate, natural gas liquids, or return oil from the crude oil topping plant, delivered with
the Sale Oil, are not Sale Oil for purposes of this Agreement.

2.3 Price t fthe Sale Qil. The price per barrel of Sale Oil delivered from each Unit by

the State to the Buyer each Month shall be equal to

ANS Spot Price - $1.55 - Tariff Allowance + Quality Bank Adjustment - Line Loss.
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“AN_ Spot Price” means the monthly average of the daily high and low assessments for
the Month for ANS oil traded at the United States West Coast as reported by Platts’ Oilgram
Price Report, Teicrate online data reporting service, and Reuters online data reporting service.
The ANS Spot Price calculation will not include days on which prices are not reported, such as
weekends or holidays. If one or two of these publications ceases to report daily assessments for
ANS oil traded at the United States West Coast, the Parties agree to calculate the ANS Spot Price
using the data from the remaining reporting service or services. Ifeither Buyer or Seller makes a
good faith determination that the ANS Spot Price no longer accurately represents the price for
ANS oil traded at the United States West Coast, Buyer and Seller will attempt in good faith to
arrive at dmutually agreeable alternative source to establish, or substitute for, the ANS Spot
Price. If the Buyer and Seller arrive at a mutually agreeable lative source, that source shall
be used to determine the ANS Spot Price beginning the Month following the Month in which the
alternative source was determined. If Buyer and the State are unable to agree on an alternative
source, either may provide written notice of dispute to the other Party, and the dispute shall be

administered in accordance with Section 13.1.

“Tariff Allowance” means the sum of (1) the average, weighted by ownership, of the
Minimum Interstate TAPS Tariff (Pump Station No. 1to Valdez Marine Terminal) for each
owner in effect on the Day the Sale Oil is tendered by the State to Buyer; and (2) any tariffs paid
by Buyer for shipment of Sale Qil upstream of Pump Station No. 1 “Minimum Interstate TAPS
Tariff” means the effective TAPS tariff on file with the Federal Energy Regulatory Commission
("FERC") for each carrier on a given Day, excluding incentive tariffs. Ifa tariff which has been
used in the calculation of a Tariff Allowance is changed or subject to a refund order by the

FERC, the Tariff Allowance will be recalculated using the changed FERC-ordcred tariff, the
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Sale Oil Price will be adjusted accordingly, and the resulting refund to the State (or credit to
Buyer) will be made in accordance with Article 111 If a FERC-ordered tariff is suspended or
enjoined from implementation, the Tariff Allowance shall not be recalculated until the

suspension or injunction is lifted and the FERC order is implemented and goes into effect.

The *“Quality Bank Adjustment” is a per-barrel amount, positive or negative, that
accounts for the difference in quality between the oil produced from the units on the North Slope
and the co-mingled ANS TAPS stream downstream of the PSVR connection. The Quality Bank
Adjustment for a Unit’s stream will be calculated each Month as the difference between the
stream value for the PSVR Reference Stream and the stream value for each Unit. The stream
value and PSVR Reference Stream are reported by the TAPS quality bank administrator. If the
stream value or the PSVR Reference Stream is recalculated by the Quality Bank administrator,
the Quality Bank Adjustment shall be recalculated and the Price shall be adjusted as follows: (1)
a recalculation of a Quality Bank Adjustment that is not the direct result of an order issued by the
FERC shall apply to Sale Oil that has been delivered to Buyer from and after the effective date of
the adjustment, but any retroactive application of the adjustment shall be limited to Sale Oil that
has been delivered to Buyer in the six calendar Months immediately prior to the Month of
invoice of the recalculation, and the Price shall be adjusted in accordance with Article Ill; and
(2) a recalculation of a Quality Bank Adjustment that is the direct result of an order issued by the
FERC, including but not limited to any and all orders issued in Docket No. OR89-2-016 et al.
shall apply to all Sale Oil deliveries that occur within the time frames affected by the FERC
order(s), and any resulting liability for retroactive adjustments shall be payable by the State or
Buyer in equal monthly installments over the same number of Months as the number of Months

of Sale Oil deliveries to which the recalculation of the Quality Bank Adjustment applied, flic
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payments (or credit) of retroactive adjustments shall begin in the Month following the Month in
which the Quality Bank administrator issues an invoice that implements a retroactive adjustment
required by the FERC and shall be subject to the billing and payment (or credit) provisions of
Article IlIl. If monthly payments are owed at termination, the amount owed (i.e., the monthly
payment times the number of months remaining for payments to be made) shall be paid as an
adjustment under Article Ill as follows: (a) the first $1 million of the amount owed shall be paid
in full; and (b) the remainder of the amount owed, if any, shall be discounted to its net present
value and the discounted amount shall be paid in full. The discount rate used in this calculation
shall be the Bank of America prime rate plus 2 percentage points and the term for discount shall
be the number of months of payments remaining at termination. An adjustment under subsection
(2) of this paragraph will not be implemented until the relevant FERC order is final and not

rubject to further appeal.

"Line Loss" is a per barrel amount equal to (.0009) x (ANS Spot Price - $1.55 - Tariff

Allowance + Quality Bank Adjustment).

Appendix 2 is an illustrative example of the calculation of the Price of Sale Oil. If there
is a conflict between Appendix 2 and Section 2.3, Section 2.3 shall control. The $1.55
component used in calculation of the Price shall be adjusted one time for Sale Oil deliveries on
and after April 1, 2009, according to the terms of Appendix 5.
2.4 Delivery of Sale Oil.
2.4.1 Day of First Delivery. The Stale will make first delivery of the Sale Oil to
Buyer at the Point of Delivery on the first Day of the Month following the Month of Closing

(“Day of First Delivery”). “Closing” means the transfer from Williams to Buyer of legal title to

Proposed Contract - February 9, 2004 I



all of Williams’ Alaska Properties. All nominations made by Williams prior to Closing that
provide for the deliveries of Royalty Oil by the State on and after the Day of First Delivery shall
be deemed to be nominations by Buyer under this Agreement and shall be subject to all terms of
this Agreement, including Price.
2.4.2 Later Deliveries. After the first delivery, the State shall tender the Sale
Oil to Buyer at the Point of Delivery immediately upon the receipt of the Royalty Oil from the
Lessees at the Point of Delivery.

2.5 Passage of Title and Risk of Loss. Title to, and risk of loss of, the Sale Oil shall
pass from the State to Buyer for all purposes when the State tenders delivery of the Sale Oil to
Buyer at the Point of Delivery. Buyer shall bear all risk and responsibility for the Sale Oil after
passage of title.

2.6 Indemnification After Passage of Title. Buyer shall indemnify and hold the State
harmless from and against any and all claims, costs, damages (including reasonably foreseeable
consequential damages), expenses, or causes of action arising from or related to any transaction
or event in any way related to the Sale Oil after title has passed to Buyer. If Buyer suffers
damages or losses caused by third parties and related to the Sale Oil, the State agrees to
cooperate with the Buyer to permit Buyer to attempt to recover such damages or losses. The
State will, on request, assign the State's claims to Buyer and cooperate in Buyer's pursuit of State
assigned claims.

2.7 Transportation Arrangements. Buyer shall make all arrangements for
transportation of the Sale Oil from the Point of Delivery, to, through and away from the TAPS,
and all pipelines upstream from Pump Station No. 1, and shall be responsible for meeting any

linefill and storage tank bottom requirements related to transportation of the Sale Oil after

Proposed Contract - February 9, 2004 12



passage of title, except that the State shall be responsible for meeting any linefill requirements
for pipelines upstream of Pump Station No. 1. If Buyer provides the necessary data, the State
shall meet its linefill requirements by passing title to Sale Oil to Buyer at the Point of Delivery
but not invoicing Buyer for the portion of Sale Oil required for linefill until that portion of Sale
Oil has been delivered to Buyer at Pump Station No. 1 For purposes of invoicing, Buyer and
State agree that the linefill upstream of Pump Station 1 that has not been invoiced will be
deemed to be the last barrels injected at the Point of Delivery. On the State’s request, Buyer
shall provide the State with evidence of the arrangements for transportation of the Sale Oil from
the Point of Delivery, through and away from TAPS, and all pipelines upstream from Pump
Station No. 1, and evidence of arrangements for resale, exchange, or other disposal of the Sale
Oil.Buyer’sfailure to provide information, evidence, or assurances requested by the State shall,

at the State's election and after Notice to Buyer, constitute a material default under this

Agreement.
ARTICLE 11
INVOICING AND PAYMENT
31 Invoices. On or before the twentieth calendar Day of each Month after the first

Month of delivery of Sale Qil, the State shall send to Buyer via facsimile a statement of account
with an invoice for the total amount due for the estimated quantity of Sale Oil delivered to Buyer
during the immediately preceding Month and the estimated Price applicable to those deliveries.
The State will base its estimates on the best information reasonably available to the State. The
State shall adjust invoices as provided in Section 3.3.

3.2 Payment of Invoices. Buyer shall pay the total amount of each invoice, in full, on
or before the later of (1) the third Business Day after the date of the statement of account in

which the invoice is included; or (2) the twentieth calendar Day of the Month. Any amount that
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Buyer does not pay in full on or before the payment due date calculated in accordance with this
section shall accrue interest as provided in Section 3.5, and become subject to the late payment
provisions of Section 3.7, and any other remedies available to the State under this Agreement
and at law.

3.3  Adjustments. Buyer acknowledges that any time after an invoice is sent, the State
may receive more accurate information concerning the ANS Spot Price, actual quantity of Sale
Oil delivered to Buyer, the proper calculation of Tariff Allowance, and Quality Bank
Adjustments that affect the Price of the Sale Oil. Buyer agrees that any time such information
becomes available to the State, the State shall make adjustments and invoice or credit Buyer the
amount of the adjustment in accordance with the process and retroactivity limits described in
Section 2.3. The State shall invoice or credit Buyer in a statement of account for the adjustments
as promptly as reasonably possible. All adjustments shall be paid within 30 Days of the end of
the term.

3.4 Payment of Adjustments. The Buyer shall pay the total amount of each
adjustment invoice in full, on or before the later of (1) the third Business Day after the date of the
statement of account that includes the adjustment invoice; or (2) the twentieth calendar Day of
the Month. If an adjustment is due to Buyer for an overpayment, the State shall credit to Buyer
the amount of the overpayment on the following Month’s invoice or, if no following Month
invoice is provided, the Slate shall refund to Buyer the amount of the overpayment by the
twentieth calendar Day of the following Month. Any amount the Buyer does not pay in full
when due shall bear interest at the rate provided in Section 3.5 and become subject to the late
payment provisions of Section 3.7, and any other remedies available to the State under this

Agreement and at law.
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3.5 Interest. All amounts under this Agreement that Buyer does not pay in full when
due, or that the State does not credit Buyer or pay in full when due, shall bear interest from the
date payment is due, calculated in accordance with Section 3.4, at the rate provided by Alaska
Statute 38.05.135(d) or as that statutory provision may later be amended.

3.6 Adjustments After Termination. Buyer and State agree that the State shall
continue to make adjustments after termination of this Agreement, and agree that the provisions
of Articles Ill, VI, VII, and IX shall survive termination of this Agreement for any reason. 1
following termination of this Agreement an adjustment is determined to be due to Buyer for
overpayment in an amount that exceeds the amount of all sums remaining due from Buyer to the
State, the State shall credit the overpayment against any sums due from Buyer to the State, and
shall refund to Buyer the remaining amount of the adjustment. Any adjustments made after
termination must be paid within thirty Days after the date of the invoice.

3.7 Late Payment Penalty. In addition to all other remedies available to the State, if
Buyer fails to make timely payment in full of any amount due, including adjustments, Buyer
shall pay the State as a late payment penalty an amount equal to five percent of the total amount
not timely paid, in addition to the amount not timely paid. The Commissioner shall waive
imposition of the late payment penalty if the Buyer provides evidence that the failure to make
timely payment was not willful and was not due to one mistake in a chronic pattern of mistakes.
Appendix 3 contains an illustrative example of interest and late payment penalties.

3.8 Disputed Payments. If a dispute arises concerning the amount of an invoice,
Buyer agrees to pay in full all amounts not in dispute, and to explain in writing with particularity

the basis for and calculation of any disputed amounts withheld.
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3.9 Confidential Information. The State and Buyer agree that the State may invoice
Buyer for, and Buyer agrees to pay, amounts that are based upon confidential information held or
received by the State. If confidential information is used as the basis for an invoice, upon receipt
of a written request from Buyer, the State shall furnish to Buyer a certified statement of the
Commissioner to the effect that, based upon the best information available to the State, the
invoiced amounts are correct. At the request and expense of Buyer, the Commissioner’s certified
statement will be based on an audit by an independent third party.

3.10 Manner of Payment. Except as provided in Section 3.8, Buyer shall pay all
invoices in full within the times specified and without any deduction, set off, or withholding.
Buyer shall pay all invoices by either Automated Clearinghouse or by Federal Reserve Wire
Transfer (immediate funds available) procedure to the following Stale account and address:

State Street Bank & Trust Company

Boston, Massachusetts

ABA #011000028

For Credit to the State of Alaska

General Investment Fund - AY01

Account No. 00657189 (Federal Reserve Wire Transfer)

Account No. 00653220-10000 (Automated Clearinghouse)
Buyer may pay an invoice in such other manner or to such other address the State has specified
in an invoice or by written notice. All other payments due shall be paid in the same manner and
according to the same time schedule provided in this Article. If payment falls due on a Saturday,

Sunday, or federal bank holiday, payment shall be made on the next Business Day.

ARTICLE IV
IN-STATE PROCESSING

4.1 In-State Processing. Buyer shall use all commercially reasonable efforts to insure

that Sale Oil will be processed at its Alaska refinery or be exchanged for other crude oil that will
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be processed at its Alaska refinery. "Process" means the manufacture of refined petroleum

products.

ARTICLE V
BUYER’S SPECIAL COMMITMENTS

51 Buyer agrees to comply with and perform the list of “Special Commitments”
contained in Appendix 4 to this agreement.

ARTICLE VI
BUYER’S AND GUARANTOR’S REPRESENTATIONS AND OBLIGATIONS

6.1 Good Standing and Due Authorization of Buyer. Buyer warrants that it is, and
shall remain at all times during the term of this Agreement: (1) qualified to do business in
Alaska; and (2) in good standing with the Slate. Buyer warrants that it has all company power
and authority necessary, and has performed all company action required, to enter into and fulfill
its obligations under this Agreement.

6.2 Good Standing and Due Authorization of Guarantor. Guarantor warrants that it
is, and shall remain at all times during the term of this Agreement: (1) qualified to do business in
Alaska; and (2) in good standing with the State. Buyer warrants that it has all company power
and authority necessary, and has performed all company action required, to enter into and fulfill
its obligations under this Agreement.

6.3 Financial Information. As soon as practicable after the execution of this
Agreement, and annually as soon as practicable after March 31 but no later than June 30,
Guarantor shall cause a financial analyst (the “Financial Analyst”) to submit an opinion to the
Commissioner in the form of a letter (the “Opinion Letter”) about Guarantor’s current and
expected future credit rating by Standard and Poor’s and Moody’s. The Financial Analyst shall

be qualified to render an opinion as to the creditworthiness of the Guarantor and shall be in the
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business of understanding complex financial matters and financial statements to the extent
required to render such opinion. Buyer shall have the right to designate the Financial Analyst,
subject to approval by the State. The Financial Analyst shall be a contractor to Guarantor, and
Guarantor shall be responsible for entering into any necessary contractual arrangements with the
Financial Analyst and paying the fees and expenses of the Financial Analyst.

The contract between Guarantor and the Financial Analyst and each Opinion Letter must
recite that the Financial Analyst (1) has been provided a copy of this Agreement, (2) understands
the significance of the Opinion Letter in the administration of this Agreement, (3) understands
that the State will rely on the Opinion Letter, and (4) understands that the Opinion Letter is for
the benefit of the State. The contract between Guarantor and the Financial Analyst shall be
subject to approval by the State, and the State shall be given a copy of the contract and all
amendments to it.

The Opinion Letter shall (i) identify all documents reviewed in forming the opinion, (ii)
identify people interviewed in forming the opinion and discuss the nature of the interview, (iii)
state the current long term (and short term, if available) credit ratings of Guarantor by Standard
and Poor’s and Moody’s and (iv) express an opinion whether those ratings are reasonably likely
to fall to or below BBB+ (Standard and Poor’s) and Baal (Moody’s) at any time during the
following twelve Months. Guarantor shall cause the Financial Analyst to review evidence of the
most current ratings by Standard and Poor’s and Moody’s of Guarantor’s long and short term
debt, all bank presentations provided to Guarantor’s lenders, all reports on Guarantor prepared
by Standard and Poor’s or Moody’s, any assessment (if available to the Guarantor) of
Guarantor’s financial condition conducted on behalf of the Port Commission of the Port of

Corpus Christi Authority, concerning the Port of Corpus Christi Authority of Nueces County,
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Texas Solid Waste Disposal Revenue Bonds, ail documents filed by Guarantor with the
Securities and Exchange Commission, if any, any other documents reasonably necessary to
deliver the Opinion Letter, and a complete set of year-to-year comparative, independently
audited financial statements, including footnotes, prepared in accordance with generally accepted
accounting principles.

Guarantor’s contract with the Financial Analyst may require the Financial Analyst to
protect the confidentiality of the information supplied to it under Section 6.3. The State may
review the information supplied to the Financial Analyst under Section 6.3 by executing a
confidentiality agreement with Guarantor but will not take any action that will make the
information part of the State’s public records.

6.4  Financial Condition. Guarantor warrants (1) that all financial information
submitted to the Financial Analyst or reviewed by the State under Section 6.3 is complete and
accurate at the time of preparation, and fairly represents Guarantor’s financial condition at the
time of submission; and (2) that there has been no material change in Guarantor’s financial
condition, business operations, or properties since the financial information was prepared.
Guarantor warrants that the financial statements were prepared in accordance with generally
accepted accounting principles. Guarantor and Buyer shall immediately inform the State of any
material change in Guarantor’s ownership or ownership of Buyer, ownership of parent
companies, or financial condition, business operations, agreements, or property that is likely to
affect their ability to perform their obligations under this Agreement.

6.5  Absolute Obligations. Buyer’s and Guarantor’s obligations to pay amounts due,
provide assurances of performance in accordance with Article VII, accept, and dispose of and

pay for Sale Oil, are absolute. These obligations shall not be excused or discharged by the
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operation of any disability of Buyer or Guarantor, event of Force Majeure, impracticability of
performance, change in conditions, or other reason or cause.

6.6 Guaranty. Buyer was formed to purchase the refinery at North Pole, Alaska now
owned by Williams Alaska Petroleum, Inc. Buyer is an indirect, wholly-owned subsidiary of
Guarantor. Buyer does not have any operating history, does not have public financial statements,
and does not have debt rated by Moody’s or Standard and Poor’s. The State is not willing to
make this Agreement based solely on the credit worthiness of Buyer. Guarantor therefore agrees
that it guarantees performance ofall of Buyer’s obligations under this Agreement as if Guarantor
were the Buyer and legally indistinguishable from Buyer. The State may require Guarantor at
any time to satisfy any unsatisfied obligation of Buyer.

ARTICLE VII
ASSURANCE OF PERFORMANCE

71 Credit Review. If Guarantor fails to timely submit its financial statements and
other documents and information required under Article V! such that the Financial Analyst is
unable to timely submit the Opinion Letter; or if, in the opinion of the Financial Analyst,
Guarantor’s credit ratings have fallen to or below, or are reasonably likely in the twelve Months
following the Opinion Letter, to fall to or below (a) “BBB+” (Standard and Poor’s “Long term
issuer”), or (b) “Baal” (Moody’s Investor Services “Issuer Ratings/Long Term Obligation
Ratings”); or Guarantor is not rated by Standard and Poor’s and Moody’s, Guarantor shall
immediately deliver to the State a one year irrevocable stand-by letter of credit (the “Letter”)
meeting the requirements of Sections 7.2 through 7.5.

Guarantor shall annually renew and continuously maintain the Letter in effect until such
time as, in the opinion of the Financial Analyst, Guarantor’s credit rating is no longer reasonably

likely to fall to or remain below (a) “BBB+” (Standard and Poor’s “Long term issuer”); or (h)
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“Baal” (Moody’s Investor Services “Issuer Ratings/Long Term Obligation Ratings”) at any time
during the twelve Months following the Opinion Letter.

7.2 Letter of Credit. In the event that Guarantor is required to deliver a letter of credit
to the Slate in accordance with Section 7.1, the Letter shall be in a form satisfactory to the
Commissioner and shall be in effect no later than five Business Days after the effective date of
Notice from the State to the Guarantor (“Letter Effective Date”). The State’s Notice shall
include a description of the circumstances that trigger the Letter requirement in accordance with
Section 7.1. The Letter shall be issued for the benefit of the State by a state or national banking
institution of the United States that is insured by the Federal Deposit Insurance Corporation and
has an aggregate capital and surplus amount of not less than One Hundred Million Dollars
($100,000,000) (“Issuer™), or other banking institution approved by the Commissioner, such
approval not to be unreasonably withheld. The principal face amount of the Letter shall be an
amount reasonably estimated by the Commissioner to be equal to the Price of all Sale Oil to he
delivered by the State to Buyer during the 90 Days immediately following the Letter Effective
Date. The Letter shall not require the State to submit any documentation in support of drafts
drawn against it other than a certified statement by the Commissioner and the State’s Attorney
General that Guarantor is liable to the State for an amount of money equal to the amount of the
draft, that the amount of money is due and payable in full, and it has not been timely paid.

73 Performance Assurance After Termination. If in accordance with the terms of
Section 7.1, a Letter is in effect immediately prior to Termination of the Agreement, the
Commissioner may require that, after Termination, the Letter be maintained in an amount
estimated by the Commissioner to be equal to the value of all adjustments which may be made

under Article I1l. As an alternative to maintaining a Letter after Termination, the Guarantor may
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establish and maintain an interest-bearing escrow account in the same amount and including the
same payment terms as the Letter requirements of Section 7.2, on commercial terms acceptable
to the Commissioner.

74 Other Performance Assurance. The Commissioner may allow Guarantor to
provide security other tha.i the Letter if the Commissioner determines other security is adequate
to protect the State’s interest.

75  Correction of Defects in Letter. Guarantor shall have five Business Days to
correct any defect in the Letter beginning on the Business Day Guarantor first learns of the
defect whether through Notice from the State or otherwise. A defect is any failure to comply
with the terms and conditions of Article VII.

ARTICLE VIII
MEASUREMENTS

81 Measurements. The quantity and quality of Sale Oil the State delivers under this
Agreement shall be determined by measurement at the Point of Delivery. Procedures used for
metering and measuring the Sale Qil shall be in accordance with the procedures in effect at the
Point of Delivery.

ARTICLE IX
EFFECTIVE DATE AND TERM

91  Effective Date. This Agreement shall be effective when it is signed by all parties
(“Effective Date”).

92 Initial Term. The Initial Term of this Agreement shall begin on the Day of First
Delivery and terminate at the end of the last Day of the 12th Month after the Day of First

Delivery, including the Month in which the Day of First Delivery occurs.
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93  Extension ofTerm. Under Alaska Statute 38.06.055, this Agreement is limited to
a term of no longer than one year unless a longer term is approved by the Alaska legislature.
The Commissioner shall have legislation to approve the extension of the term of this Agreement
for an additional nine years following the last Day of the Initial Term prepared for introduction
to the 23rd Legislature in 2004. The Commissioner and Buyer agree to use their best efforts to
support the passage of the legislation.

94  Termination Prior to Legislative Approval. Buyer, Guarantor, or the State may
terminate this Agreement, with no further obligation or liability to each other, if Enactment has
not occurred on or before March 17, 2004. Notice of termination shall be in writing, and shall be
effective if delivered to the other Party in accordance with Section 161 before Enactment.
"Enactment" means the Governor's signing of a bill passed by the 23rd Legislature that approves
the extension of the term of this Agreement for an additional nine years following the last Day of
the Initial Term.

95  Closing on Williams’ Alaska Properties. Buyer, Guarantor, or the State may
terminate this Agreement, with no further obligation or liability to each other, if Closing has not
been completed before April 1, 2004. Notice of termination shall be in writing, and shall be
effective if delivered to the other Party in accordance with Section 161 before Closing.

9.6  Continuation of Obligations. Except as provided in Sections 94 and 95,
termination of this Agreement shall not relieve either Party from any expense, liahility, or other
obligation or any remedy that has accrued or attached prior to the date of termination. For Sale
Oil actually delivered under this Agreement, termination of this Agreement shall not relieve

Buyer of its obligation to pay all production Month invoices, initial adjustments, subsequent
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adjustments, and interest, and, where applicable, penalties, costs, attorney fees, and any other
charges related to the Sale Oil actually delivered.

ARTICLE X
DEFAULT OR TERMINATION

101 Default.
1011 Events of Default. The Commissioner may suspend or terminate the
State's obligations to tender, deliver and sell Sale Oil to Buyer, and may exercise any one or
more of the rights and remedies provided in this Agreement, or at law, if any one or more of the
following events of default occur:

(i) Buyer or Guarantor fails to pay in full any sum of money owed
under this Agreement within five Business Days after the State gives Buyer Notice that payment
is past due;

(i) Within five Business Days after Notice from the State, Buyer or
Guarantor fails to provide written assurances satisfactory to the State of Buyer’s or Guarantor’s
intention to perform its obligations under this Agreement and evidence or assurances of
transportation arrangements under Section 2.7;

(i)~ There is a material change in Buyer’s or Guarantor’s financial
condition, business operations, agreements, or property or ownership that is likely to affect
Buyer’s or Guarantor’s ability to perform its obligations under this Agreement, and within five
Business Days after Notice from the State, Buyer or Guarantor is unable or unwilling to provide
a Letter meeting the requirements of Sections 7.1 and 7.2;

(v)  Buyer or Guarantor fails to perform any of its obligations under
this Agreement, and cannot cure the non-performance or the non-performance continues for
more than 30 Days after the State has given Notice to Buyer or Guarantor of its non-
performance;

(v)  Any representation or warranty made by Buyer or Guarantor in this
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Agreement is found to have been materially false or incorrect when made; or

(vi) Guarantor fails, or is unable for any reason (including rea
beyond Guarantor’s control), to maintain the Letter required under Article VII, regardless of
Guarantor’s willingness or ability to perform any other obligations under this Agreement.

1012 Default by Inability to Pay. Buyer or Guarantor shall immediately provide

the State with Notice if Buyer or Guarantor is unable to pay any of its debts when due, makes an
arrangement for the benefit of creditors, files a bankruptcy petition, or is otherwise insolvent.
Upon Notice from Buyer or Guarantor, or if the Stale independently determines that Buyer or
Guarantor is unable to pay any of its debts when due or is otherwise insolvent, the State’s
obligations to deliver and sell Sale Oil to Buyer shall automatically and immediately terminate
without any requirement of Notice to Buyer or Guarantor or other action by the State. Within 30
Days after termination under this Article 10.1.2, the State shall have the right, upon consent of
Buyer or Guarantor, to reinstate all of the State’s, Buyer's and Guarantor’s obligations under this
Agreement retroactive to the date of termination.

102 State’s Remedies. If Buyer or Guarantor defaults under this Agreement, in
addition to all other remedies available to the State under this Agreement or at law, the following
remedies shall be available to the State:

1021 Buyer's and Guarantor’s Obligations Become Due. All monetary
obligations Buyer or Guarantor has accrued under this Agreement, even if not yet due and
payable, shall immediately be due and payable in full.

1022 State May Dispose of Sale Oil. The State may dispose of some or all of
the Sale Oil to third parlies. If the State exercises this remedy, regardless whether this
Agreement is terminated, Buyer and Guarantor shall be and shall remain liable to the State for
the amount of the difference between the Price for the Sale Oil under Article Il and the actual

price the State receives from disposition of the Sale Oil to third parlies.
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1023 Indemnification for Loss. Buyer and Guarantor shall hold the State
harmless and indemnify it against all its liability, damages, expenses, attorney’s fees and costs,
and losses directly arising out of Buyer’s or Guarantor’'s default, termination of the State’s
obligations, and disposal of the Sale Oil to third parties. Additionally, if Buyer or Guarantor
defaults in the payment of any monetary amounts due to the State for Sale Oil tendered or
delivered under this Agreement, Buyer or Guarantor shall pay the State 100percent of
reasonable actual costs and attorney fees incurred by the State in pursuing payment of the
monetary amounts due, regardless of whether litigation is commenced and regardless of whether
legal services are provided by the Attorney General’s office or private counsel.

10.24 Other Rights and Remedies. The State shall have the right cumulatively to
exercise all rights and remedies provided in this Agreement and by law, and obtain all other
reliefavailable under law or at equity, including mandatory injunction and specific performance.

103 Limitation of Buyer’s and Guarantor’s Remedies. If Buyer or Guarantor hreaches
or defaults in any of its obligations under this Agreement, Buyer or Guarantor shall not obtain a
temporary restraining order or preliminary injunction preventing the State fron disposing of the
Sale Oil in accordance with Section 1022

104 Article Survives Termination.  This Article survives termination of the

Agreement.
ARTICLE XI
DISPOSITION OF OIL UPON DEFAULT OR TERMINATION
111 Disposition of Oil Upon Default or Termination. Buyer and Guarantor

acknowledge that the State may be required to provide six Months notice to the Lessees before
the Stale may decrease its in-kind nomination of Royalty Oil in any Month. The Commissioner
may request a waiver of any notice provision, condition, or requirement of a Lease, Unit
Agreement, Royalty Settlement Agreement or other agreement. If this Agreement terminates for

default or any other reason after Buyer has nominated or is deemed to have nominated Sale Oil,
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Buyer shall continue to accept and pay for Sale Qil through the first Day of the Month following
expiration of a minimum of 100 Days after the date of termination, if the Commissioner so
requires. Under no circumstances will Buyer be deemed to have nominated Sale Qil if Closing
does not occur. If, however, the additional notice provisions of Article 2.1.6 are invoked, Buyer
shall continue to accept and pay for Sale Oil until the expiration of six Months and ten Days after
the Date of default or notice of termination.

112 Security for Disposal of Sale Oil. To secure the Buyer's obligations to purchase
and dispose of Sale Oil, upon the Commissioner’s request, if Buyer refuses to accept or receive
Sale Oil under this Agreement, Buyer shall assign or otherwise transfer to the State, or its
designee. Buyer’s right to transport the Sale Oil through and away from the TAPS, and all
pipelines upstream from Pump Station No. 1, whether such rights are under nominations, leases,
contracts, tariffs, charter parties, or other agreements. The State shall not incur liability or
obligations unless the State actually exercises its rights under this Section.

ARTICLE XII
NONWAIVER

121 Nonwaiver. The failure of a Party to insist upon strict or a certain performance,
or acceptance by a Party of a certain performance or course of performance under this
Agreement shall not: (1) constitute a waiver or estoppel of the right to require certain
performance or claim breach by similar performance in the future; (2) affect the right of another
Party to enforce any provision; or (3) affect the validity ofany part of this Agreement.

ARTICLE XIlI
DISPUTE RESOLUTION

131 Dispute Resolution. Any disagreement or dispute about the meaning or

application of a word, term, condition, right, or obligation in this Agreement shall be decided

Proposed Contract - February 9, 2004 27



according to the dispute resolution procedure set forth in this Article. The procedure set forth in
this Article shall be initialed by a Party by providing written Notice of the disagreement or
dispute to the other Parties. No later than sixty Days after a Party provides written Notice, the
Parties shall each present any arguments and evidence supporting its view of the disputed term,
condition, right, or obligation in writing to the Commissioner for consideration. The State,
Buyer and Guarantor shall not have the right to civil litigation-type discovery or a civil litigation-
type trial with the right to call or cross-examine witnesses unless granted by the Commissioner,
after request. Within thirty Days after the Parties submit their arguments and evidence, the
Commissioner shall issue a finding interpreting the meaning or application of the disputed word,
term, condition, right, or obligation and shall set forth the basis for the conclusions. The Parties
agree to accept findings of the Commissioner under this Article that arc supported by substantial
evidence in light of the whole record.

ARTICLE XIV
SEVERABILITY

141 Severability. If a court decrees any provision of this Agreement to be invalid, all
other provisions of this Agreement shall remain valid. If, however, invalidation of a provision
impairs a material right or remedy under this Agreement, the Parties will negotiate in good faith
to maintain the original intent and benefits of this Agreement. If the Parties cannot restore the
original intent and benefits of this Agreement, then either Party may terminate this Agreement by
giving Notice.

ARTICLE XV
FORCE MAJEURE

151 Effect of Force Majeure. Except for Buyer’s and Guarantor’s obligations to pay

amounts due, provide assurance of performance in accordance with Article VI, and to accept,
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dispose of, and pay for Sale Qil, no Party shall be liable for failure to perform if performance is
substantially prevented by Force Majeure after commercially reasonable efforts to perform.

152  Force Majeure. The term “Force Majeure” means an event or condition not
within the reasonable control of the Party claiming “Force Majeure.” Force Majeure Events
include, but are not limited to, the following events:

. act of God, fire, lightning, landslide, earthquake, storm, hurricane,
hurricane warning, flood, high water, washout, explosion, well blowout, failure of plant, pipe or
equipment, or;

ii.  strike, lockout, or other industrial disturbance, act of the public enemy,
war, military operation, blockade, insurrection, riot, epidemic, arrest or restraint by government
of people, terrorist act, civil disturbance, or national emergency;

iii. ~act, order, or requisition of any governmental agency or acting
governmental authority or any governmental proration, regulation, or priority.

153 Notice and Remedy of Force Majeure. If a Party believes that Force Majeure has
occurred, the Party shall immediately notify the other Parties of its claim of Force Majeure.
Except for Buyer’'s and Guarantor’s absolute obligations to pay amounts due, provide assurances
of performance in accordance with Article VII, and accept, dispose of and pay for Sale Oil, the
disabled Party’s obligations to perform that are affected by the Force Majeure shall be suspended
from the Notice Effective Dale until the disability caused by the Force Majeure should have been
remedied with reasonable diligence. If Buyer or Guarantor is prevented by Force Majeure from
performing any material obligation for 180 successive Days or more, the Commissioner may

terminate this Agreement on sixty Days Notice.
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ARTICLE XVI
NOTICE

161 Method. All notices, consents, requests, demands instructions, approvals, and

other communications permitted or required (“Notice”) shall be made in writing and delivered by
any two of the following methods: (a) personally delivered, (b) delivered and confirmed by
facsimile transmission, (c) delivered by Federal Express, DHL, or other reputable overnight
courier delivery service, (d) e-mail, or (e) deposited in the United States mail, first class, postage
prepaid, certified or registered, return receipt requested, addressed as follows:

State of Alaska

Commissioner of Natural Resources

400 Willoughby Avenue

Juneau, Alaska 99801

Facsimile Number: (907)465-3886
e-mail: cornmissioner@dnr.state.ak.us

and
Director, Division of Oil and Gas
550 West 7th Street, Suite 800
Anchorage, Alaska 99501-3510
Facsimile Number: (907) 269-8938
e-mail: director_dog@dnr.state.ak.us
the Buyer:

Flint Hills Resources Alaska, LLC
4111 E. 37hSt. N,

Wichita, KS 67220

Facsimile Number: (316) 828-8245
Attention: President

e-mail: allen.lasater@fiir.com

the Guarantor:
Flint Hills Resources, LLC
4111 E. 37th St N.
Wichita, KS 67220
Facsimile Number: (316) 828-8245
Attention: President
e-mail: david.robertson@Ilir.com
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or to any other place within the United States of America designated in writing by the State,
Buyer or Guarantor.

162 Notice Effective Date. Notice given by personal delivery, overnight courier, or
mail shall be effective on the date of actual receipt at the appropriate address. Notice given by
facsimile or e-mail shall be effective on the date of actual receipt if received during recipient's
normal business hours, or at the beginning of the next business Day after receipt if received after
recipient's normal business hours. The Notice Effective Date is the effective date of the first of
the two Notices received.

163  Change of Address. A Party may notify the other Parties of changes in its address
by giving Notice.

ARTICLE XVII
RULES AND REGULATIONS

171 Rules and Regulations. This Agreement is subject to all applicable laws of the
State of Alaska, and orders, rules and requlations of the United States, the State of Alaska, and
any duly constituted agency of the Stale of Alaska.

ARTICLE XVIII
SOVEREIGN POWER OF THE STATE

181  Sovereign Power of the State. This A.greement shall not be interpreted to limit in
any way the State’s ability to exercise any sovereign or regulatory powers, whether conferred by
constitution, statute or regulation. The State’s exercise of any sovereign or regulatory power
shall not be deemed to enlarge any of Buyer’s or Guarantor’s rights, or limit any of Buyer's or

Guarantor’s obligations or liabilities under this Agreement.
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ARTICLE XIX
APPLICABLE LAW

191  Governing Law. This Agreement, and all matters arising from or related to this
Agreement, shall be governed, construed and determined by the laws of the State of Alaska.

192 Jurisdiction. After exhaustion of the dispute resolution provisions in Article X111,
any legal action or proceeding arising out of or related to this Agreement shall be brought in a
State court, and Buyer and Guarantor irrevocably submit to the jurisdiction of the State court in
any action or proceeding.

ARTICLE XX
WARRANTIES

201 Warranties. The purchase and sale of Royalty Oil under this Agreement are
subject only to the warranties the State has expressly set forth in this Agreement. The State
disclaims and Buyer and Guarantor waive all other warranties, express or implied in law.

ARTICLE XXI
AMENDMENT

211 Amendment. This Agreement may be supplemented, amended, or modified only
by written instrument duly executed by the Parties, and, where required, only on approval under
Alaska Statute 38.06.055.

ARTICLE XXII
SUCCESSORS AND ASSIGNS

221 Assignments and Other Transfers. Buyer may freely assign its rights and
obligations to an Affiliate formed under the laws of a state in the United States of America. An
“Affiliate” shall mean an entity that is directly or indirectly controlled by Guarantor or

Guarantor’s permitted assigns, or is directly or indirectly controlled by an entity that directly or
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indirectly controls Guarantor or Guarantor’s permitted assigns, where control means the right to
vote more than fifty percent of the voting interest in the entity.

Buyer and Guarantor may, without consent of the State, collectively assign their rights
and obligations under this Agreement to a Person that acquires all or substantially all of the
Alaska refining assets of Buyer and Guarantor (the “Assignee"), provided that at least 45 Days
before the effective date of the assignment the Assignee provides to the State (a) all of the
financial information and warranties Guarantor is required to provide under Article VI and (b) a
copy of the form of the assignment, including Assignee’s obligation to assume and discharge all
of Buyer’s and Guarantor’'s obligations under this Agreement. If, based on the financial
information supplied under Article VI, Assignee is required to supply a Letter under Article VII,
the Letter in the form and amount required by Article VII must be provided to the State at least
30 Days before the effective date of the assignment. No assignment can he made to an Assignee
with long term credit ratings of less than BBB- (Standard and Poor’s) or Baa3 (Moody’s). From
and after the effective date of the Assignment, Buyer and Guarantor shall be relieved of their
rights and obligations under this Agreement. No assignment shall be effective until after 45
Days Notice to the State.

Buyer and Guarantor may not otherwise assign their rights or obligations under this
Agreement without first obtaining the written consent of the Commissioner, which may not be
unreasonably withheld.

222 Binding on Successors. This Agreement shall be binding upon and inure to the

benefit of the legal representatives, successors, and assigns of the Parties.
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ARTICLE XXIII
RECORDS

231 Inspection of Records. Buyer and Guarantor and the State shall each accord to
the other and the others authorized agents, attorneys, and auditors access during reasonable
business hours to any and all property, records, books, documents, or indices related to Buyer’s,
Guarantor’s or the State's performance under this Agreement, and which are under possession or
control of the Party from which access is sought, so the other Party may inspect, photograph, and
make copies of the properly, records, books, documents, or indices except: (1) the State shall not
be required to disclose any information, data, or records that it is required by state or federal law
or regulation, or by agreement with the Person supplying the record, to be held confidential; (2)
the State’s access to and treatment of Guarantor’s financial records shall be limited by Section
6.3; and (3) no party shall be required to produce documents that are protected by the attorney-
client privilege. If information the State obtains from Buyer or Guarantor may be held
confidential under state or federal law or regulation, Buyer may request in writing that the State
hold the information confidential, and the State shall keep the information confidential to the
extent and for the term provided by law.

ARTICLE XXIV
EMPLOYMENT OF ALASKA RESIDENTS

241  Employment of Alaska Residents. Buyer shall comply with all valid federal,
state, and local laws in hiring Alaska residents and companies, and shall not discriminate against
Alaska residents and companies. Within the constraints of law, Buyer voluntarily agrees to
employ Alaska residents and Alaska companies to the extent they arc available, willing, and at
least as qualified as other candidates for work performed in Alaska in connection with this

Agreement. “Alaska resident” means an individual who is physically present in Alaska with the
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intent to remain in the state indefinitely. An individual may demonstrate an intent to remain in
the state by maintaining a residence in the state, possessing a resident fishing, trapping or
hunting license, or receiving a permanent fund dividend. “Alaska companies” means companies
incorporated in Alaska or whose principal place of business is in Alaska. If a court invalidates
any portion of this provision, Buyer agrees to employ Alaska residents and Alaska companies to
the extent permitted by law.

ARTICLE XXV
COUNTERPARTS

251 Counterparts. This Agreement may be executed in multiple counterparts. It is not
necessary for the Parties to sign the same counterpart. Each duly executed counterpart shall be
deemed to be an original and all executed counterparts taken together shall be considered to be
one and the same instrument.

ARTICLE XXVI
MISCELLANEOUS

261 Agreement Not to Be Construed Against Any Partv as Drafter. The Parties
recognize that this Agreement is the product of the joint efforts of the Parties and agree that it
shall not be construed against any Party as drafter.

262 Entire Agreement. This Agreement constitutes the entire agreement and
understanding between the Parties about the subject matter of this transaction and all prior
agreements, understandings, and representations, whether oral or written, about this subject
matter are merged into and superseded by this written Agreement.

263 Headings. The headings throughout this Agreement are for reference purposes
only and shall not be construed or considered in interpreting the terms and provisions of this

Agreement.
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264  Authority to Sign. Each Person signing this Agreement warrants that he or she
has authority to sign the Agreement.

265  Further Assurances. The Parties agree to do such further acts or execute such
further documents as may reasonably be required to implement this Agreement.

266 Currency. All dollar amounts are U.S. dollars.

SIGNATURES:

the State: THE STATE OF ALASKA
Commissioner
Department of Natural Resources
Date:

FLINT HILLS RESOURCES ALASKA, LLC

Printed Name:
Title:
Date:

FLINT HILLS RESOURCES, LLC

Printed Name:
Title:
Date:
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APPENDIX 1

NOMINATION PROCEDURE EXAMPLE
For Sale Oil Delivered in July 2004

March 15, 2004
State receives preliminary barrel per day (bpd) production forecasts from the unit operator
105 days prior to the start of the production month

Not later than
March 19, 2004
RIK purchaser notifies state of monthly bpd nomination (a)

Not later than

March 31, 2004

Stale computes RIK percent of Royalty Oil based on Buyer's Sale Oil nomination
Estimated royalty rates
Total stale estimated royalty bpd (bpd * royalty rate)
State's RIK nomination percentage
(Purchaser RIK bpd/estimated royalty bpd)

March 31, 2004
Slate notifies unit operator of state's RIK nomination percenlage

May 24, 2004
Unit operator notifies stale and working Interest owners of updated production forecast
Production forecast (bpd) for May production month
State calculates RIK bpd
Royalty rates based on updated estimates <>
State’s RIK nomination percentage
RIK bpd (bpd production forecast * Royalty rate * nomination %)

May 31, 2004
State notifies RIK purchaser of bpd volume available for Juty production month

August 2, 2004
State invoices RIK purchaser for July production
Alyeska meter volume for July 1-31, 2003
State's RIK nomination percentage
Royally rale
Total RIK bbls
bpd volume (Total RIK/31) (varies from forecast)

Tabta nolos-

&@\Jeiﬁés

456,000

12.50%
57,000

86.14%

441,752

12.50%
86.14%
47,566

47,566

14,392,425
86.14%
12.50%

1,549,704.36
49.990.46

(@) The stale determines from which units to nominate RIK volumes (section 2.15 of Pie Agreoment)
(b) The estimated royalty percentage for Groater Pt Mclntyro Is a composite royalty rate from several fields and will vary with production

Proposed Contract - February 9, 2004

VT A

63,200

13.34%
8,431

86.14%

62,600

13.391158%
86.14%
7,221

7,221

2,045,163
86.14%
13.391158%

235,912.49

7,610.08

Tota

519,200

56,362

65,431
86.14%

86.14%

504,352

54,787

54,787

16,437,588
86.14%

1,785,616,85
57,600.54
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APPENDIX 2:
EXAMPLE OF CALCULATION OF PRICE OF SALE OIL

The Price of the Sale Oil delivered by the State to the Buyer each Month for each Unit from
which the Sale Oil is nominated is:

Price = ANS Spot Price - Si.55- Tariff Allowance + Quality Bank Allowance - Line Loss
ANS Spot Price
Table 2-1 illustrates the calculation of the ANS Spot Price for July 2004.

Table 2-1: Calculation of ANS Spot Price

Platt’s Oilgram Price Report Telerate On-line Data Reporting Reuters On-line Data Reporting
Service Service

Effective ANS Daily  ANS Daily ANS Daily = ANS Daily = ANS Daily = ANS Daily =~ ANS Daily =~ ANS Daily =~ ANS Dally

Date Low High Midpoint Low High Midpoint Low High Midpoint

Average Average Average
07/01/04 S24.01 524.05  S24.03000 524.03 524.08 524.05500 523.81 523.98 523.89500
07/02/04 S23.62 523.66  523.64000 S23.67 523.72 523.69500 523.50 523.67 523.58500
07/06/04 S24.55 52458 524.56500 524.49 52454  524.51500 524.19 S24.36  S24.27500
07/07/04 S23.70 523.74  523.72000 523.72 $23.77  $23.74500 $23.61 523.78 S23.6f,500
07/08/04 S24.27 524.31 S24.29000 524.23 524.28  524.25500 $23.61 524.37 523.99000
07/09/04 S25.04 525.08 525.06000 524.98 $25.03 525.00500 524.20 525.07 524.63500
07/12/04 S25.77 525.81 525.79000 525.72 525.77  525.74500 525.61 S25.78  525.69500
07/13/04 S25.42 525.46  525.44000 525.35 S25.40 525.37500 525.30 525.47  525.38500
07/14/04 S26.63 526.67  526.65000 526.50 $26.60  $26.55000 526.47 526.64 526.55500
07/15/04 527.33 527.36  527.34500 527.17 527.27  $27.22000 527.17 527.34 527.25500
07/16/04 526.71 526.75  526.73000 S26.94 527.04 S26.E9000 526.53 S26.70  S26.61500
07/19/04 527.16 527.20 527.18000 527.34 $27.44  527.39000 527.03 527.20  S27.11500
07/20/04 S26.83 526.87  526.85000 527.03 527.13  $27.08000 S26.80 $26.07 S2G.88500
07/21/04 527.11 527.15 527.13000 $27.48 527.58 S27.53000 S27.25 $27.42 S27.33500
07/22/04 S27.49 527.53  527.51000 527.58 527.68  $27.63000 527.33 527.78  $27.55500
07/23/04 527.31 S27.35  527.33000 527.30 527.40  S27.35000 527.01 S27.26  S27.13500
07/26/04 528.14 S28.18  528.16000 527.66 527.91 527.78500 527.56 $28.01 S27.78500
07/27/04 527.25 S27.29  527.27000 527.60 527.85  527.72500 S27.20 527.37 527.28500
07/28/04 526.53 526.56  526.54500 $26.83 $27.08 526.95500 526.42 $26.59 526.50500
07/29/04 527.09 527.12  527.10500 $27.65 527.75  527.70000 527.66 327.83  $27.74500
07/30/04 527.59 527.63  527.61000 528 21 528.31 528.26000 528.17 528.34 528.25500
Platt's Monlly Avg. = 526.18810 Telerate Monthly Avg. =  526.31214 Reuters Monthly Avg. =  526.15143

Plaits Monlhlv Averaae + Telerate Monthly Averaae + Reuters Monthly Averaae
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Tariff Allowance

The Tariff Allowance (TA) is the sum of (1) the average, weighted by ownership, of the
Minimum Interstate TAPS Tariff for each owner in effect on the Day the Sale Oil is tendered by
the State to the Buyer; and (2) any tariffs paid by Buyer for shipment of Sale Oil upstream of
Pump Station No. 1 Table 2-2 2-3 and 2-4 illustrate how the state will calculate the TA for
each of the Units from which Sale Qil may be offered.

Table 2-2: Calculation of TAPS Portion of Tariff Allowance

Ownership-Weighted Average Minimum Interstate TAPS Tariff-July 2004

Pipeline Company FERC  Percent Pipeline Minimum Interstate TAPS Tariff
No. Company TAPS Tariff (Pump times

Ownership Station No.1 to  Company Ownership Percentage

Valdez Marine

Terminal) by

Pipeline Company
Phillips Transportation Alaska. Inc. 28.2953% S3.32 S0.93940
ExxonMobil Pipeline Company 20.3378% $3.34 S0.67928
Williams Alaska Pipeline Company 3.0845% S3.28 S0.10117
BP Pipelines (Alaska) Inc. 46.9263% $3.28 S1.53918
Unocal Pipeline Company 1.3561% $2.83 S0.03838
1000000%

Ownership-Weighted Average Minimum Interstate TAPS Tariff: S3.29741

Table 2-3: Calculation of Portion of Tariif Allowance Upstream of Pump Station No.
Minimum Tariff on Pipelines Upstream of Pump Station No. 1 - July 2004

Pipeline Company FERC RCA
No. Tariff Advice
Letter No.

Kuparuk Transportation Company
Endicott Pipeline Company
Kuparuk Transportation Company

Milne Point Pipeline Company

Kuparuk Transportation Company

Alpine Transportation Company

BP Transportation (Alaska) Inc.

Proposed Contract - February 9,2004

Pipeline

Kuparuk River Unit to TAPS Pump Station
No. 1
Endicott Main Production Island to TAPS
Pump Station No. 1
Milne Point Pipeline Connection to TAPS
Pump Station No. 1
Milne Point Central Facilities to Kuparuk
Transportation Company Tie-In

Tolal MPU Upstream Tariff Allowance:
Kuparuk River Unit to TAPS Pump Station
No. 1°
Colville. Alaska Alpine Field to Kuparuk
River Unit

Total CRU Upstream Tariff Allowance:
Northstar Unit Seal Island lo TAPS Pump
Station No. 1

Tariff

$0.20000

S0.36000

S0.14400

S0.28000
S0.42400

S0.20000

$0.78000
S0.98000

$2.02000
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Tabic 2-4: Calculation of Tariff Allowance for Each Unit

Calculation of TA for Prudhoe Bay Unit
Ownership-Weighted Average Minimum Interstate TAPS Tariff:
Upstream Tariff
TApbu
Calculation of TA for Kuparuk River Unit
Ownership-Weighted Average Minimum Interstate TAPS Tariff:
Kuparuk Transportation Co.Tariff
TAkru
Calculation of TA for Duck Island Unit
Ownership-Weighted Average Minimum Interstate TAPS Tariff:
Endicott Pipeline Co. Tariff:
TAoiu
Calculation of TA for Milne Point Unit
Ownership-Weighted Average Minimum Interstate TAPS Tariff:
Kuparuk Transportatlon Co. Tariff
Milne Point Pipeline Co. Tariff
TAmpu
Calculation of TA for Colville River Unit
Ownership-Weighted Average Minimum Interstate TAPS Tariff:
Kuparuk Transportation Co. Tariff:
Alpine Transportation Company Tariff:
TAmpu
Calculation of TA for Northstar Unit
Ownership-Weighted Average Minimum Interstate TAPS Tariff:
BP Transportation (Alaska) Inc. Tariff:

TAoiu

"Kuparuk Pipeline/Milne Point Pipeline connection to TAPS Pump Station No. 1.

Quality Bank Adjustment (QBA)

The TAPS Quality Bank compensates shippers of a high-value crude oil stream when a lowcr-

S3.29741
SO.00000
53.29741

S3.29741
S0.20000

53.49741

53.29741
$0.36000

53.65741

S3.29741
SO." 44001
$0.28000

53.72141

53.29741
$0.20000
S0.78000
54.27741

53.29741
$2.02000

55.31741

value crude oil stream is blended in the common stream.1 To calculate the Price of the Sale Oil
at the Point of Delivery an adjustment must be made for the impact that the sale oil will have on

the value of the commingled crude oil stream when it enters the TAPS Valdez terminal.

1Mitchell & Mitchell, 8300 Douglas Avenue, f/800, Dallas, TX 75225, administers the TAPS Quality Dank.

Anyone who ships oil on TAPS must make prior arrangements with Mitchell & Mitchell to participate in the TAPS

Quality Bank.
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The QBA is a per-harrel value, either positive or negative, and will be calculated each Month by
the State for Sale Oil from each Unit. The State will estimate a QBA for each applicable Unit for
the initial billing. Typically, the State receives the data to calculate the actual QBA for the
Month about two Months after the Month the Sale Oil is delivered. For this reason the QBA will
be subject to a routine true-up in a subsequent adjustment.

Table 2-5: Hypothetlcal TAPS uality Bank Data

Stream Valuesan y la]“n olume Skipped
Sanple Location Stream \@g Stream Value (YBBL)  Total Stregm Value
PBUIPA PBUIPA 7938100000 o
LISBURNE LISBURNE 3E(D(ID $27537400000 Z63)300
ENDicorr ENDicorr 123000 725 83000 $107730M
KUPARUK KUPARUK 12000000 A B3O
NORTIISTAR NORTIISTAR 20000 $R000000000D (000000
PSd PSW REFERENCE 3700 rRe SL065R0M
GVEA OFFTAKE GVEA PASSING 800000 HEID $A3NA0M0
GVEA RETURN GVEA RETURN 35000 $H6/530000 83380
GVEA GVEA REFERENCE 313000 TYRP2?  $86/6100M
PSVR OFFTAKE PSVRPASSING J)0000 HED 83800
PaVRRETURN PSVRRETURN 10000 $63EI00 $686000
PSR PSVR REFERENCE 3100000 PR3 33D
Stream Values an%cﬁ'gf %ﬁam Volume Skipped
Sample Location Stream %EE Stream Value (YBBL)  Totdl Streg)mVaIue

2351000 (vl
CCEDE 3 CCERE I ) >
Eﬁ%@@'ﬁr AN OO AR % Nl siuese el
Sit eam Vialues andnﬁua?l %ﬁam l§/o|ume Skipped

CQ

Sanple Location Sream BHBE Stream Value (YBBL)  Totdl Stream Vuluc
Tm o gEm
ey Rbe W Tl O

Table 2-5shows the kind of information supplied by the TAPS quality bank administrator that
will be used to calculate the quality bank differential for Sale Oil produced from each Unit. The
TAPS quality bank administrator provides this information to the Stale, pipeline owners, and
shippers. As a shipper on TAPS, the Buyer will also receive this information. In the column
titled “Stream Value (S/BBL)” are the different per-barrel values of each stream produced from
the Units from which Sale Oil may be delivered. The PSVR Reference Stream value is labeled
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“PSVR Reference” and is the stream value of the blended TAPS stream immediately
downstream of the Petro Star Valdez Refiner)' return stream. The Quality Bank Adjustment is
calculated as the difference between the stream value of each Unit and the PSVR Reference
Stream.

For example, assume that the Month is July 2004 and the Sale Oil is produced from the Duck
Island Unit. The QBA for Sale Oil from the Duck Island Unit (QBAdiu) is calculated as the per-
barrel difference between the Stream value for the Duck Island Unit, indicated as the “Endicott
Main Prod” in Table 2.5 and the PSVR Reference Stream Value. In this example Sale Qil from
the Duck Island Unit lowers the value of the stream of oil measured at Valdez. Therefore,
$0.2823475765 per barrel is the QBA incorporated in the calculation of Price for Sale Qil from
the Duck Island Unit.

Quality Bank Adjustment for the Duck Island Unit = the stream value for Endicott Main Production minus
the stream value of PSVR Reference (from Table 2-5)

@AO,U: 27.2466143590 - 27.5289619355

QBAOU= -s0.28235
Note: The Price of Sale Oil from the PBU IPA and Lishume are invoiced separately.
Line Loss

Using the results of the example calculations above, Line Loss for Sale Oil delivered from the
Duck Island Unit in July 2004 equals

Line Lossotu = (0009) X ($26.21722 - $1.55000 - $365741 + -50.28235) = $0.01865.
Calculating the Price of Sale Oil
The Price of Sale Oil delivered from the Duck Island Unit in July 2004 is
Pricemu = $26.21722 - $1.55000 - $365741 + -$0.28235 - $0.01865 = $20.70881
Note that the each number in the equation is rounded to ~ five decimal places.If a number’s sixth
decimal is 0, 1, 2, 3 or 4 the number shallbe truncated to the fifth decimal. Ifa number’s sixth

decimal is 5,6, 7, 8 or 9, the number shall be truncated tothe fifth decimal and the fifth decimal
shall be increased by I.
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APPENDIX 3
EXAMPLE OF CALCULATION OF INTEREST AND LATE PAYMENT PENALTIES

Sample Calculation of an Invoice for July 2004 Deliveries

Assumptions:

1 Month is August 2004,

2. Sale Oil delivered to the Buyer from the Duck Island Unit in July 2004 = 2,170,000
barrels (70,000 bpd).

3 July 2004 Price of the Sale Oil for the Duck Island Unit as initially estimated by the State
= $21.00000 per barrel.

4, Statement of account, with July 2004 invoice, sent to the Buyer on August 3, 2004.

5 July 2004 invoice payment due to the State = August 20, 2004,

6. Buyer pays State only $10,000,000 on the due date, August 20, and pays the outstanding
balance on August 25, 2004.

7. Annual interest rate provided by Alaska Statute 38.05.135(d) for August 2004 is 11

percent.
Method for calculating Buyer's invoice payment for July 2004 deliveries:

Invoice Amount = Quantity of Sale Oil X Buyer’s Price of Sale Oil
= 2,170,000 X $21.00000 = $45,570,000.00

Because payment in full was not received by the State on or before August 20,2004, interest will
accrue on the unpaid balance from August 20, 2004 through the date the payment is received,
and a late payment penalty will be assessed.

Below is a sample calculation of late payment penalty fee (assuming that it is not waived under
Section 3.7) and interest. This sample calculation shows what will happen if the Buyer makes a
partial payment on August 20 and the halance on August 25.

Late Payment Penalty Fee:

Statement of Account amount = $45,570,000.00

Amount paid on August 20 = 10.000.000.00

Outstanding halance (8/20/04) = $35570,000.00

Late Payment Penalty Fee ($35,570,000 x 5%) = = $1778500.00
Interest:

$35,570,000 x (11%/366) x 5Days = $53.452.19

Amount Buyer owes on August 20,2004 = $37,401952.19

Note: As more accurate data is received by the State, the Slate may adjust the Price and/or the
actual quantity of Sale Oil and invoice the Buyer in the initial adjustment invoice
submitted with the following Month’s (August 2004) statement of account.
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Sample Calculation of an Adjustment: Invoice in September 2004
Assumptions:

1 Month is September 2004.

2. Sale Oil delivered in July 2004 has been revised to 2,169,0000 barrels.

3 July 2004's price for Sale Oil is unchanged at $21.00000 per barrel.

4, Dz%gffthe statement ofaccount that contains the adjustment invoice is September 2,
5 Date the adjustment invoice payment is due to the State = September 20, 2004,

Method for calculating the Buyer’s adjustment invoice amount for July 2004

Invoice Amount = Quantity of Sale Oil x Buyer’s Price of Sale Qil
= 2,169,000 x $21.00000

= $45,549,000.00
Adjusted Invoice Amount for July 2004 $45,549,000.00
Amount previously paid by the Buyer for July 2004 $45570.000.00
Overpayment for July 2004 ($21,000.00)

Sé%ﬂ{t due the Buyer against statement of account amount dated September 2 due September 20,

Note: As more accurate data is received by the State, the State may adjust the Price and/or the
actual quantity of Sale Qil and invoice the Buyer in the adjustment invoice submitted
with the following Month’s (October 2004) statement of account.

Sample Calculation of an Adjustment Invoice in October 2004
Assumptions:

1 Month is October 2004.

2. July 2004's price for Sale Qil is changed to $21.05000 per barrel due to a change in the
quality bank.

3. The statement of account that contains the adjustment invoice is October 1,2004.

4. The adjusted invoice payment is due to the State = October 20, 2004,

Method for calculating the Buyer's adjustment invoice amount for July 2004:
Production Month Invoice Amount = Quantity of Sale Oil x Buyer’s Price of Sale Qil

= 2,169,000 x $21.05000
= $45,657,450.00
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Adjusted Invoice Amount for July 2004
Amount previously paid by the Buyer for July 2004
Underpayment for July 2004

The underpayment is due the State on October 20, 2004

Proposed Contract - February 9,2004

$45,657,450.00
$45.549.000.00
$108,450.00
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APPENDIX 4
SPECIAL COMMITMENTS

Buyer agrees to the following list of Special Commitments:

A. Clean Fuels Processing. After performing an engineering study, Buyer will install necessary
equipment and complete such modifications to its North Pole Refinery or will participate in
the modification of other refinery facilities in Alaska as required to produce gasoline and on-
road, off-road, marine, and rail diesel fuels that meet or exceed all EPA low sulfur fuel
requirements (“Clean Fuels”).Buyer will make commercially reasonable efforts to complete
necessary installations and modifications on or before the effective dates of the Clean Fuels
requirements of the EPA requlations.

Total project costs are expected to exceed $100,000,000.00 and will likely include the
construction of processing units, including hydrotreating, a hydrogen plant and sulfur
removal equipment. These projects will result in a significant reduction in gasoline and diesel
sulfur levels.

B. Anchorage Tank Farm Evaluation. Buyer agrees to discharge the commitments previously
made by Williams in the “Memorandum of Agreement between Williams Alaska Petroleum,
Inc. and The Government Hill Community Council” attached as Appendix 6to this
agreement. The key requirements are as follows:

e Removal of three (3) tanks from east of the Ocean Dock Road with a total capacity of
over 5500 barrels

* Refrain from installing additional tanks east of the Ocean Dock Road

« Evaluation of all remaininj tanks east of the Ocean Dock Road to determine whether they
comply with all State and Federal requirements viz. overfill protection, fire protection,
tank seal monitoring, potential for change of product service, and possible removal of
additional tanks, and prompt remediation ofany violations of these requirements.

m [nstallation of new tanks west of the Ocean Dock Road will occur provided that existing
tanks on the cast side of Ocean Dock Road are retired and removed on a tank-for-tank
basis.

» FHR agrees to continue cooperative efforts in connection with the ongoing Bulk Fuel
Hazard Study currently underway through the Municipality of Anchorage.

C. Shipment by Rail. Williams currently ships refined products by rail under an Agreement
with Alaska Railroad Corporation (an Agreement originally entered by MAPCO Alaska
Petroleum Inc. in May of 1993). As partof Buyer’s refinery acquisition from Williams,
Buyer will assume the rights and obligations of Williams under the rail agreement and
continue to ship refined products to Anchorage.

D. Air Traffic Marketing and Structural Improvement Study. Buyer and the State shall
jointly explore commercially reasonable options for increasing passenger and cargo air traffic
through the Fairbanks International Airport. Buyer shall work with the Fairbanks
International Airport to concentrate on promoting the Fairbanks International Airport to
cargo carriers operating between Asia and Europe and otherwise; shall evaluate, and possibly
upgrade, the airport’s fuel distribution facilities, including the feasibility of using or
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upgrading the hydrant fueling system; and shall charge ajet fuel customer in Fairbanks the
same or a lower price as Buyer charges that same customer in Anchorage.

E. Wholesale Rack Price Parity. Buyer agrees, for the term of the Agreement, to maintain the
Buyer wholesale truck rack posted price for gasoline in Fairbanks at a price not to exceed the
Buyer wholesale truck rack posted price for gasoline in Anchorage on an annual simple
average basis (within a tolerance/variation of Lcent per gallon (cpg)). Buyer makes no
guarantee of the price parity for Buyer’s wholesale truck rack posted prices for gasoline in
Fairbanks and Anchorage on a daily basis. If the annual average variation of the
aforementioned posted prices exceeds 1cpg, Buyer shall have ninety (90) days to reduce the
variation below 1cpg, averaged over an all-inclusive timeframe, including the ninety (90)
day period and the previous annual period. This provision shall not apply to any gasoline
exchanges. An example of the calculations appears in Table 4-1

Tabic 4-1 Wholesale Truck Rack Posted Price True-Up

Wholesale Rack Price Parity Scenario 1 Scenario 2

Buyer Buyer Fairbanks Buyer Buyer Fairbanks

Fairbanks  Anchorage minus Fairbanks  Anchorage minus
Posting Posting Anchorage Posting Posting Anchorage
fo>q) icpo; u:;:q) (cpg) (cpg) (cp9)
January 104.00 102.44 1.56 106.00 102.44 3.56
February 103.00 100.76 2.25 103.00 100.76 2.25
March 100.00 103.01 (3.01) 105.00 103.01 1.99
April 108.00 110.02 (2.02) 112.00 110.02 1.98
May 112.00 110.07 1.93 112.00 110.07 1.93
June 111.00 109.40 1.60 111.00 109.40 1.60
July 106.00 108.38 (2.38) 108.00 108.38 (0.38)
August 107.00 109.77 (2.77) 109.00 109.77 (0.77)
September 112.00 114.02 (2.02) 115.00 114.02 0.98
October 115.00 114.02 0.98 115.00 114.02 0.98
November 115.00 113.38 1.62 113.00 113.38 (0.38)
December 112.00 113.70 (1.70) 113.00 113.70 (0.70)
Annual Average 108.75 109.08 (0.33) 110.17 109.08 1.09
January 119.00 119.95 (0.95)
February Not Applicable 125.00 126.19 (119)
March 133.00 134.13 (1.13)
15 Month Average . J 3. . 113.27 112.61 0.65

Proposed Contract - February 9, 2004 47



APPENDIX 5
PROCEDURE FOR ADJUSTING THE FORMULA
FOR CALCULATIONS OF PRICE

Step 1: Calculate the volume-weighted average cost of marine transportation reported on
the royalty returns of BP, ExxonMobil, and CPAI for the production Months
January 2006 through December 2008. Adjustments through March 31, 2009
shall be used in the calculation. For example, the royalty returns for December
2008 productions are due in January 2009. The marine transportation cost
reported in January can be adjusted through March 31, 2009, but not later. The
amount calculated is defined as “RIV Marine Cost.”

Step 2: Subtract from the RIV Marine Cost the amount $0.30. The answer shall he
substituted for the $1.55 used in the calculation of the Price (as defined in Section
2.3) subject to the following limitations:

1 if the answer is less than $1.45, substitute $1.45 for the $1.55 used in the
calculation of the Price;

2. if the answer if greater than $1.65, substitute $1.65 for the $155 used in
the calculation of the Price.

Step 3. For Sale Oil deliveries beginning April 1, 2009, the $155 that had been used in
the calculation of the Price shall be replaced with the number determined in Step
2, above. That number used in the calculation of the Price shall remain in effect
through the end of the term of the Agreement,
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APPENDIX 6
MEMORANDUM OF AGREEMENT
BETWEEN
WILLIAMS ALASKA PETROLEUM, INC.
AND
THE GOVERNMENT HILL COMMUNITY COUNCIL
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Wyoifl.Cflfjn

MEMORANDUM OF ACREEMXNT
between
. WUHitw Alnks Petroleum, lac,
«d4
the Government HiU Coamanky Council,
meuaincorporil™ u tociitkm

WHEREAS, Williams, operate* bulk fuel storage  diitributipo fiiciUtics including
aiortge t&nki, loading recks, tad ntltud inrfottrial vitoctures in the vicinity ofOovemmeniHil]

and ibe Pert c f Anchorage tod wishestd build «double track n il loop (th* Loop Track Project)
6a to property and on cactatoitidstada ft vrfiacqube from the Al«jfceRidIr«ad; good

WHEREAS. eonatrvCtipn oftbs Loop TVaek project wOl redoes traffic conawkm in ths
Ron tret, allow for more efficient transfer offuel from rail can to storage «td muismiwon
frciimu tad enable Williams to build additional rtorajs tank* west of Ocean Dock Rood should
the need triie in tfoc firturc, and

WHEREAS, the Government HO) Community Council (the Council) desires to allow
William* to proceed with the orderly development of Kf Loop Track project while also ledoclflf
risk* associated with the continued p rtH ra offuel storage fcolWee near Government Hfli,

NOW THEREFORE, THE PARTIES AGREE AS FOLLOWS:

1. Non Opposition to Loop Track project The Council and Ha officers agree not to
eppoia ih» Loop TYack projact proposed by William* and will not, officially or unofficially
continue Efl®io convince public and privets entitles to telce a petition or other action adverse
o cooitnewtioa of th« Loop TVackproject. The Council will alto taka reasonable efforts to
inform the residents of Government H ill ofthis agreement and ha official position oo the Loop
Track project

2. Lattera *taring the Official Poiltfoa a ftt* Cocacti on the Loop Track project
Upon snacutioo of this Agreement, the Coundl president shall sign seven] letters netting forth
fiie official position ofthe Council onthe Loop Track project The lattera shall be Mbettxitislly



It theu ric formas thase contained in Exhibit Baud may be patented by WIUimtts to any
public or private entity in connection with the Loop Track project as Williams determines. Ths

letters include;

1

A letter from the Council’* executive committee recommendingI the
Council withdraw its support for Resolution AR 2001-146 now before tiw
Anchorage Assembly and that the Council request the Resolution be
withdrawn from the Assembly agenda. The parties have been advised that
upon approval ofthis Agreement, the sponsor of that Resolution will
request that the Assembly table that reepltition indefinitely.

A letter to the Anchorage Assembly supporting the Alailska Railroad’s
efforts to lose back the small portion o ftidetand* from the Municipality
required to complete the Loop Track Project

A letter supporting William*’ efforts to build the Loop Trick prgject ..
throughout the permitting and construction process. Specifically, the
Counoail will advise the Division of Governmental Coordination thatit has
withdraws it* opposition to the Loop Track project, The Council will
also asnd a letter to fot Corps o fEngineers stating it Iras withdrawn its
oppetition to Williams’i Fill Permitapplication currentiyupder review by
the Corps and withdrawing the Council’ s request for a public hearing,.

.
A letter to the municipality stating tire Council’s non-objection to the
extraction and use ofthe railroad's gravel deposit onthe Hollywood Vista
for the Loop Track project consistent with this agreement
A letice supporting Wil luw"sefforts fo build future tank* onthe West
tide of Ocean Dock road consistent with this agreement.

3, Conermrfon ofNewTbaksEaitofOceee Dock Road Williams ejpw notto
construct any new foe! storage tanks on property It owns or leasee which Il lobeted east.of Ocean

Dock Road.



4. Construction ofNew Traks West of OeuoDeck Read The Council agnxa mat
William* may build newftiel storage tanka on property it owns or leasts west of Ocean bock’
Road provided that existing{tanks on the ocast lida ofOcean Dock Road areretired and removed
on*t*nk*~usk basis, tfttf the oondJtioiuipMififd in Section 5 below km met. -

5, Removal of Three ExJating Tasks East of Ocean DockRoad | f the Loop Track
project in constructed, Williams agrees that the tanks shows on the site plan attached u Exhibit
A will be removed «t its own expense no leter thta th# dates specified below;

Tank 4 3296 Built 1950 December 31,2002
Tank # 3578 BuilU9Ss0 December 31,2003
Tank #3577 Built 1950 December 31,2004.

After removing those three tanks, the parties agree that Williams will have banked a “'credit”’ to
build one tank anthe Westside of Ocean DOck Road, without the requirement toictnm an
additional tank as defintd under the provision of Section 4 above.

6, Mineral Resource (gravel) extraction eperatkwt To build the Loop Track project
WiIUlams may eoqulre grave) from a pit owned by the Akska Railroad in tha vicinity ofthe
former Hollywood Visa apartments. The Municipality of Anchorage has provisionally taken the
position tint a conditional use permit granted by tire Planning and Zoning Cotowiioloa on
2/05/96 for gravel extraction in that tree remains in effect until 12/31/01. |f Williams acquires
gravel from that areater Its project, Williams will comply with applicable terms and condhioo)
ofthet conditional use permit and will complete gravel extraction foi the Loop Track project
from the Railroad Property by no later than 12/31/01 unim extended by muroal consent of the '
parties. Subject to this agreement, the Council does not objectto gravel extraction ftonvtb*
railroad the neoeiMuy for copsmiotioe of (ha Loop Track project

7. PortofAnchorage Bolk Fual Heard St*dy

1, Tbs parties agrea to continue cooperative efforts in connection with the ongoing Bulk
Fuel Harare Study currently underway through th« Municipality of Anchorage, william*
agree* to ensure that .the study include* an assessment of alternatives for reducing the



likelihood snd'cr co&foqueoce c f ritic* associated with tha prewnea c fbrk fuel storage
facllftiei in The Govemmeci HIU Arte. Mitigativeahwrttoea to be consideredwill

include development o fa buffer zone between fuel storage facijititi and residential Mrr*|
Upon completion ofth* Built Fval Ketard Study, ti* parties w ill >*otk cooperatively in
obtaining public tppM *I(») ofsuniefpn} sod state legislation, induding boud =
propotiriooa to Amd implamentarion of the Study.

8. Compliant* with all Utw Nothing in this agreementshall « *«** William* from to

ocmticul&g obligation to comply with all local ordinances and regulations, together with all suit
and federal law* and admiaiewtive regulations thatapply to tb* Loop Track project.

% Integration

This Memorandum and its attached exhibit* contain the entire agreemeat ofthe parties.
There arc no other pjcraiaee, terms, condition*, or rtpmcntetjoas binding PDMYy party to
this agreement which ere not expressed harain.

The following ire Incorporated lute this egrceruM! by reference’

ExhibitAt Sit* nan
Exhibit B; Loam stating Council’sposition onLoop Tockprgjeet

£>ATO THISJL® DAY OF JUNE, 200) AT ANCHORAGE* ALASKA

Williams Alaska Fctrokum Co. Inc. The Government HiU Community

Council






D«ar Mr, N*wcomer,

Thia letter conveys the Government H ill Conrwnitg Council'#
poeition of euppcrt for the construction of ulk fuel
storage taoka by Williams Alaska Petroleum, Inc., Oh land®

veec of Ocean Dock Road, subject to the term* of an
agreement; between the Council and Williams concerning the.'
removal of tank* from the eaet side ¢f Ocean Dock Road.

Thie letter la directed to the attention of anyone it may
concern,

* * *
Government H ill Community Council h*e for many years.
advocated for the creation oC a safety buffer area to
separate bulk fuel storage tanka' from residences and other
sensitive land vaos in our area, In Hay, 8001, the council
end Willlama negotiated an agreement to bsfeln _
IT|>lementation of a buffer rone at William** fuel terminal
along Ocean Dock Road, Under thia agreement, william®
committed CO removal of threa tanka from the eaet aide of
Ocean Dock Hoad, in 2602, 200), and 3004, and to future
removal of additional tanke from the eaot aide of Ocean
Dock Road whenevar new tanka are built west of Ocean Dock.
Road, according to a formula that waa arrived at mutually m
by the parties.

In consideration for Willlama* agreement to removal of
theee tanka and ataged creation of the safety buffer area,
Government H ill community Council supporta construction of
the new tanka west of.Ocean Dock Road required to.continue
and expand W illiams"' operations, The council commit* to
continued support pf new tank construction so long «« such
new tanka contribute to the. establishment of the safety
buffer as explained in the agreement,

Thank leou for you*' continued communication with the aoiincil
and yoJiT participation in cur joint negotiations and
agreement.

Sincerely*

U SN e
* *

Stuaxt™Hall

President, : ,

Government H ill Community Council



Catr Mr."Hewccmer

Rurtu.hfc to the agraeMnt between Willi.te# M mla Patrol*g*
inc. the Government K ill Cocwunity Council, thia latter
etatat« tor tnyooa.it way eoncara, tht council'# official
petition of non-objaction to extraction at graval from
Aleak* Railroad CQFJJ. land adjacent to th« Hollywood Viaca
property on Gov«cnih%nt w ill for tht purpot* of conatsuction

of your Lopp Rail Project,” subject to the undexatendingo
eonytaFna!T hBreih J J g

The council it of fcha.undarouandiug that tht Municipality
of An.c.hora%e Hat provisionally taken the poeieioh that a
conditional uta pe,rmﬂ,-granted b¥ the Plannm? and 2«J>,>ning
Cowbtltalon on Pthiruaiy™a ippf, remains in effect until
Dectnber 31, 2001/ for gravel extraction from eartain
Alaska Railroad Corp. land nttr Government H ill. Subjact to
compliance with tht provision* of that permit. the Council
dott not object.to removal of gravel from that «ito for tht
Loop Rail project prior t« the last day of 2001,

rhi* letter and the council'e position of norc-cfcjeetion. Ie
offered to williatna in consideration for Williams

agreement to remove three hulk fuel storage tanka from near
the Government m il neighborhood and for the further future
removal Of other tanka aa new tanka are built west of Ocean
.Dock Read. This latter does not ipply to other lead* than
those covered Id the February conditional u«a
permit, nor to any project wiuiama or tha Alaska Railroad
may contemplate subsequent to the and of 2001

Thank you f«* your continued aonwuaicetioa with the council
pacion in pur negotiation process and agreement,

President, . .
Government K ill comeunity Council m

4
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GOVERNMENT rtiu. COMMUNITY COUNCIL
N»* Offlee Bex IONU o Alktki

Wefineaday, 30 K«j 2001

Honorable Diok Tra|n| Chair
Anchorage Municipal Assembly
P.0. Box 194650

Anchorage; Alaska 99519-6450

H> %ase beck, Tidtlsnde, Port of Anehoxge (ARRC/WiUlaw*
trol«un» "Ino.)

Dear Hr. chairman and Members of the Assemblyi

In light of raccnt necotiaticjie hetween’ william* Petroleu la
member* of the Assembly and representatives of the Government h|||
Cocawnity Council, the Executive Comndttcy of the Council convened
this date agrees to euppo tthe efforts of the Alaska Unilroad Cor»
Roranon to "lease back, a ,ema_ll port|on of tidalande In the Port of

nchora(tqe fi(om tpe Munici ellt% of Anohqraee to permit completion inf
a loop treok ratlroad project by William* Petroleum, Inc.

STUART C, HAILI P*«i6«Bt

Established IBIf 4 Aaeterag*** Nret and OMeetlfeldhberfcaed



GOVERNMENT HtLL COMMUNITY COUNCIL
Peat Offct Be* 199019>« AncAerefe* Aifert* 996100019

Kedneaday# 30 Hay 2001

| trict B(r:wglnear R )  Alask District
.A erpn of Rngineert, aska Distric
Orm/cs px J
ora e’ AIesXe 99506*0099

Att'n; David ¢, ct**y, Regulatory Branch

REi  M-92C000: *nik ACTS 119/|f||||a||C Petroleum, XPO,
thtar Mr. Caseyt

:|>‘UCU

In light of recent negotiation* between W illiahe Petroleum, Inc.,
member* of the Anchorage Municipal Assembly .and representative* of
the Government Hill Com,mumt}/ Council, the Ixeeutlve Committee of
the council convened this date'withdraw™* it* opposition to the
apﬂllcatmn of William* Petroleum# Inc.,.for a fill permit and
withdraws the council*e requestfor a public hearing on thie ap~
plication

«TOART C. BALL# Presld

Eatabllaked 1911 * Asekorada’aPlrst WeUhberkeed









SENATE FINANCE COMMITTEE FtcPORT

REPORTED OUT
DATE: 04/21/04 FURTHER:

PR 2 9 2004 DATE TURNED

INTO
SENATE FINANCE

_ ) _ COMMITEE
Finance Committee considered

SB 349 MIDWIFERY BIRTH CENTER LICENSING

"An Act requiring licensure of midwifery birth centers; and providing for an effective date."

and recommends:

Senate Bill:

_ [ ] Same Title
be replaced with CS [ ] New Title
adopt previous _ cSs House Bill:

[ ] Same Title

attached amendment(s) [ 1 Technical Title

Change
adopt Letter of Intent by Committee [ 1 New Title w/
SCR #_
further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Indet. Zero. FN# Department Date Fiscal Indet. Zero FN#
rtt'bS | 194
[ 1 APPROPRIATION - no fiscal note
/ Do N
SIGNATURESY\ND RECOMENp”JfONS: Do o Mot No Rec AMEND
Pass Pass
y
X

A s&UT.

u 7
COOHAIR -7y o



REPORTED OUT

FISCAL NOTE ADR 2 9 2004

STATE OF ALASKA Fiscal Note Number:
2004 LEGISLATIVE SESSION Bill Version: 39 34 SENATE FINANCE
( S ) Publish Date: 4/21/0. COMMTIEE
RGViSiOﬂ mle/ﬁnE (l\bte if OOI'I'eC“Oﬂ): Dept. Affected: Health & Social Services
Title LICENSURE OF MIDWIFERY BIRTH CENTERS RDU Health Care Services
Component Certification and Licensing

Sponsor DAVIS
Requester SENATE (L&C) Component No. 245
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 16.2 18.9 21.6 24.3 27.0 29.7
Travel 21 2.5 2.8 3.2 3.5 3.9
Contractual
Supplies 0.3 0.4 04 0.5 0.5 0.6
Equipment 0.1 0.1 0.1 0.2 0.2 0.2
Land & Structures 0.7 0.8 0.9 11 1.2 1.3
Grants & Claims
Miscellaneous

TOTAL OPERATING 19.4 22.7 25.8 29.3 324 35.7

CAPITAL EXPENDITURES
CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 194 22.7 r-5.8 29.3 32.4 35.7
1037 GF/Mental Health
Other(Specify Type-do not abbreviate)
Other(Specify Type-do not abbreviate) i
TOTAL 19.4 22.7 25.8 29.3 32.4 35.7

Estimate of anl current year (FY2004) cost:

Mark this K X (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: [
POSITIONS

Full-time

Part-time

Temporary

ANALYSIS: (Attach a separate page it necessary)

The above estimated costs for SB349 are based on current registered midwifery birth centers. There are
currently 6 midwifery birth centers and the increase in costs for following years are not inflationary, but
are estimated on a rate of one new birth center every year, which has been the history. Itis assumed
that all currently registered midwifery birth centers would apply for full licensure if this bill becomes law.
There will be no need for new positions to absorb this function into the licensure program, but staff time
will be needed for travel, on-site surveys, and completion of paperwork.
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Senate Bill 349: "An Ac”™ requiring licensure of midwifery

birth centers; anu providing for an effective date.”

Sponsor Statement

Currently there arc 6 birth centers in Alaska, 5registered and 1licensed. The owners of
these birth centers, both certified direct entry and certified nurse midwives, concluded the need
to have one licensed standard for all birthing centers. These licensed birth centers will have one
set of regulations to follow, comply with annual inspections, and put safeguards in place to
guarantee the birth center is a safe environment for families.

In March of this year, the birth center owners collaborated together to rewrite regulations
for licensed birth centers, which have not been changed since 1983 and have submitted their
recommendations to the rewriting requlation process. With this bill, the registered birth centers
will be considered licensed until six months after the effective date of new adopted regulations.
After this six-month period, the birth centers will be governed by the new regulations. The
midwivcs of Alaska have agreed there should be one uniform standard birth center and
encourage the members of the Legislature to support the passage of this important legislation.

Page lof 1
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MEMORANIUM February 20, 2004

SUBJECT: Licensure of Midwifery Centers (SB 349)

TO: Senator Bettye Davis

Attn: Myra
FROM: Jean M. Mischel

Legislative Counsel

You have requested a sectional summary of me above-described bill.

As a preliminary matter, note that a sectional summary of a bill should not be considered
an authoritative interpretation of the bill and the bill itself is the best statement of its
contents.

Section 1 Replaces the requirement that the commissioner of health and social services
adopt regulations pertaining to the registration of midwifery birth centers with a new
requirement to adopt regulations pertaining to licensure of midwifery birth centers.
Section 2 Amends the uncodified law to allow midwifery birth centers that were
registered before the effective date of the bill to be considered to be licensed under the
bill until six months after the effective date of the new licensure requlations.

Section 3. Amends the uncodified law to allow the Department of Health and Social
Services to proceed to adopt regulations setting up licensure under the bill.

Section 4. Provides an immediate effective date for sec. 3 pertaining to regulations.
Section 5. Provides aJuly 1, 2004 effective date for the remainder of the bill.
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3225 Hospital Drive Suite 106, Juneau, AK 99801
(907) 586-1203 fax (907) 586-5765

JUNEAU
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Testimony on SB 349 “An act requiring licensure of midwifery birth centers; and providing for
an effective date.”

My name is Kaye Kanne. |am a Certified Direct-Entry Midwife and Executive Director of the
Juneau Family Birth Center. | sat on the Board of Certified Direct-Entry Midwives from it’s
inception in 1992 until | had completed two terms and resigned in 2000.1am also the volunteer
lobbyist for the Midwives Association of Alaska.

| was the volunteer lobbyist for the Midwives Association of Alaska in 1992 when the original
legislation creating “registered” hirth centers was passed and | would like to educate this
committee on how we came to have two different kinds of birth centers in Alaska. It was never
their intention ofthe Midwivcs Association of Alaska or the legislature to create two kinds of
birth centers, one registered and one licensed. The intention of this language in the original
legislation, House Bill 382 (1992) was to insure that Certified Direct- Entry Midwivcs could
practice independently in birth centers without the supervision ofa physician or Certified Nurse
Midwife. This was necessary because the regulations governing licensed birth centers at the time
required the presence ofa CNM or physician at every birth in a birth center. These regulations
are still in effect and have not been updated since 1983, These regulations were written before
thelpassage of legislation to license Certified Direct-Entry midwives. The use of the word
registered instead of licensed was overlooked by all of us at the time.

Our intention was at the time, and still is, to have one kind of hirth center in Alaska that all
providers licensed to attend childbirth, can own or operate. One kind of facility where providers
can work together, if desired, to provide comprehensive care. As it stands today, CDM s can not
work inorown alicensed birth center. This creates a situation where, as an example, we have a
birth center in Anchorage that has two birln rooms, one is licensed and one is registered, so that
nurse midwives and Certified Direct-Entry Midwives can both work in the same birth center.
This is the only licensed birth center in Alaska. There arc Sregistered hirth centers in Alaska,
owned and operated by Certified direct-Entry Midwivcs.

Registered birth centers currently have no regulations governing them. Because Certified Direct-
Entry Midwives are so closely requlated this does not effect the quality of care given by CDM'’s
in registered birth centers, but it is an area of concern for those registered hirth centers currently
voluntarily committing to high standards for the facility its self.

It is the recommendation of the Midwivcs Association of Alaska that all birth centers conform to
one standard that allows the independent practice of each profession in that birth center. Certified
direct-Entry Midw." cs are currently attending 10%of the births in Alaska, and the majority of
birth center and home births. I would add that Certified Direct-Entry Midwives are the experts in
out of hospital birth and I hope that the legislature and this administration continue to look to us
for guidance and information concerning these issues.

Thank you for your time and consideration of this bill.
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THE BIRTH CENTER EXPERIENCE

Birth Centers Lead Cost Containment Efforts
W hile Providing Quality Care

"Few innovations in health setyice promote lower cost, ?reater availability, and a hiﬂ? degree ofsatisfaction
with a comparable degree: ofsafety. The results ofthis study suggest that modern hirth centers can identify
women who are at low riskfor obstetrical complications and carefor them in a way thatprovides these

benefits." .
New England Journal of Medicine, 12/28/89

What is a birth center?

The birth center is a homelike facility, existing within a healthcare system with a program of care designed in
the wellness model of pregnancy and birth.

Birth centers are guided by principles of prevention, sensitivity, safety, appropriate medical intervention, and
cost effectiveness.

Birth centers provide family-centered care for healthy women before, during and after normal pregnancy,
labor and birth.

What is the birth center experience?

The quality of care in birth centers reported in the “The National Birth Center Study” reflects the low overall
intrapartum and neonatal mortality rate of 1.3/2000 births; o.7/1000 if lethal anomalies are excluded. These

rates are comparable to studies of low risk, in-hospital births. |

The cesarean section rate for women receiving care in birth centers averages 4.4%, approximately one half
that in studies of low risk, in-hospital birthsJ

Birth centers nationally have consistently displayed charges for care for normal hirth that average up to so%
less than regular hospital stays and soe less than short stays -including practitioner fees.2» 3

More than half of birth centers include routine laboratory exams, childbirth education, home visits, extra office
visits, and initial newborn examinations in their charges.

Most major health insurers reimburse contract with birth centers for reimbursement. Because charges reflect
cost and since the birth center is a single service unit, there is noopportunity for cost shifting or operating the
birth center as a “loss leader" to other services.

988 percent of women using the birth center would recommend it to friends and/or return to the center for a
subsequent birth, A

ALp\hcU x| Sen. ~Douu is
National Association of Childbearing Centers Rev. 2/04



What are the potential benefits tofamilies?

« The birth center approaches pregnancy and birth as a norma! family event until proven otherwise. The
program encourages family involvement and provides a safe environment for families to experience the social,
emotional, and spiritual renewal inherent in birthing forth new life —while attending to the possibility that a
problem may arise that will require medical intervention or care in the acute care setting of the hospital. This
IS in opposition to the view that pregnancy is an iliness and birth a medical/surgical event that needs to be

cured,

« The birth center program of education encourages parents to become informed and self-reliant; to assume
responsibility for their own health and the health of the family.

« The birth center brings generations together to celebrate new life by encouraging grandparents and children to
participate in the birth center program.

« Birth centers have demonstrated that they are a viable alternative to unattended home hirth and to costly
hospital acute care for 20 years. It is now time to mainstream these services.

What are the benefits to business and industry?

« Birth centers offer business and industry direct savings in the cost of health benefits. If only 100,00 births
were attended in birth centers, annual savings could be almost $314 million.-* 3

« The birth center program provides a starting base for the wellness and prevention programs being established
in industry.

 The family in the hinge pin of the employee. Industry’s support of a program that encourages family unity,
self-determination and responsible health can only improve employee performance.

m Birth center care encourages childbearing women (who may also be employees) to be confident in the design
of their bodies. Such confidence, in turn, builds self-esteem and starts the young family off on thinking of
pregnancy, birth and family health as wellness, not disease.

 The nine-month intensive focus on improving family health by promotion of lifestyle change's in pregnancy
can have a significant ripple effect in the long-term improvement of family health.

How will it affectthe hospital acute care service?

* Birth centers have had a major impact on humanizing the acute care maternity services provided by hospitals.
Note the rise in hospital birthing rooms, in privileges for nurse-midwives, in childbirth education programs,

and in more liberal attitudes about family participation.

« Birth centers arc showing that the majority of women can safely proceed through pregnancy and birth using
acute care services only as needed. In a wellness orientation to pregnancy and birth, birth centers would be

the managed care gatekeepers for the acute care obstetric newhorn services.
* Birth centers eventually will help to reduce the number ofcostly hospital beds and expand primary care services.

« Birth centers will help to reduce dependency fostered by institutional confinement and strengthen the family’s
ahility to share responsibility for maternity care and family health.

* Birth centers will help to develop a system of care based first, on th needs of the family and second, on the
needs of medical education or product promotion.

Notional Association of Clrildbecirinv Centers Rev, 2[4



How will it affectthe obstetricians?
e Birth centers provide an opportunity for obstetricians and family physicians to learn and practice midwifery -

time and education intensive, “with woman” -care.
Birth centers provide an opportunity for obstetricians to invest in a service in which they can expand their interests.

Birth centers offer obstetricians an opportunity to develop teams of professional care providers that will
improve primary care services to families and better use their specialist skills.

How is the quality o fcare assured in birth centers?

Through the promotion of st-te requlations for licensure (37 states currently licensehirth centers).
Through established National Standards (adopted 1985)

Through a Continuous Quality Improvement Program for Birth Centers (model program available).
Through accreditation by the Commission for the Accreditation of Birth Centers.

How do birth centers contain costs?

By retaining autonomy (control) over birth center operations and program regardless of ownership (some
hospitals own freestanding birth centers).

By providing “high touch" rather than “high tech” care, birth centers minimize the overuse of technology.

By providing a program of primary care that emphasizes education, wellness, prevention, self-help and self-
reliance in family health maintenance.

By using staffefficiently; staff are only in-house when a mother is in-house. Since birth centers do not
compete with emergency services or hospital acute care, levels of staff are used efficiently and appropriately.

By sharing responsibility with the childbearing family for health and prevention of illness.

By using existing community services when available (instead of creating costly duplications) for transport
services, social services, medical consultation, laboratories, etc.

By using established policies and procedures for screening and transfer of women with problems to acute care
services.

By using low cost construction that meets safety codes.
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Outcomes of care in birth centers. The National Birth

Center Study

JP Rooks, NL Weatherby, EK Ernst, S Stapleton, D Rosen, and A Rosenfield

Abstract

We studied 11,814 women admitted for labor and delivery to 84
free-standing birth centers in the United States and followed
their course and that of their infants through delivery or transfer
to a hospital and for at least four weeks thereafter. The women
were at lower-than-average risk of a poor ouicome of
pregnancy, according to many but not all of the recognized
demographic and behavioral risk factors. Among the women,
70.7 percent had only minor complications or none; 7.9 percent
had serious emergency complications during labor and delivery
or soon thereafter, such as thick meconium or severe shoulder
dystocia. One woman in six (15.8 percent) was transferred to a
hospital; 2.4 percent had emergency transfers. Twenty-nine
percent of nuiliparous women and only 7 percent of parous
women were transferred, but the frequency of emergency
transfers was the same. The rate of cesarean section was 4.4
percent. There were no maternal deaths. The overall
intrapartum and neonatal mortality rate was 1.3 per 1000

births. The rates of infant mortality and low Apgar scores were
similar to those reported in large stuoies of low-risk hospital
births. We conclude that birth centers offer a safe and
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acceptable alternative to hospital confinement for selected pregnant women, particularly those
who have previously had children, and that such care leads to relatively few cesarean

sections.

Source Information
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Juneau Family Birth Center

The JFBC midwives have attended 392 (as of September 30, 2003)
births since opening in April 1998. This number includes all
women who started their labor intending to deliver at the birth
center or at home.

1998 77 women served
30 women prenatal care only
6 hospital support
41 births attended Births in Juneau 407
11 home births
27 birth center births
3 hospital transports
0 cesarean sections

1999 118 women served

36 women prenatal care only

5 hospital support
79 births attended (18.8% of Juneau births-421)

17 home births

46 birth center births

16 hospital transports

9 cesarean sections

2000 101 women served

39 women prenatal care only

5 hospital support

68 births attended (16.2% of Juneau births-421)
12 home births
48 birth center births
8 hospital transports
7 cesarean sections



2001 118 women served
45 prenatal care only
10 hospital support
73 births attended (17% of Juneau births-435)

9 home births

56 birth center births
8 hospital transports

4 cesarean sections

2002 125 women served
42 prenatal care only
14 hospital support
83 births attended (20.5% of Juneau births-405)

14 home births

55 birth center births

14 hospital transports

6 cesarean sections

2003 140 women served (as of September 30, 2003)
6 hospital support
48 births attended
4 home births
33 birth center births
7 hospital transports
6 cesarean sections

Total births attended to as of September 30, 2003 by JFBC
midwives - 392
Total women served by the birth center- 700



Statistics as of August 24, 2003
Number of women transported in labor 56

Number of cesarean sections 32
(Number of cesarean sections nation wide

Number of transports of mom postpartum 6
Number of transports of baby postpartum 7
Baby deaths at birth 0

Baby deaths before 6 weeks 2
One of heart problems at 5 weeks
One of a birth defect incompatible with life
Homebirths 67

Breastfeeding rate for the first 6 weeks

15.5%

8.2%
28%)

1.8%

1.8%

17.3%

98%

(Most of our moms breastfeed for years, but we have no official

way of tracking this)

Average baby weight



COST DIFFERENTIAL FOR BIRTHING CENTERS AND
HOSPITALS IN ALASKA

ANCHORAGE

Geneva Woods Birth Center $1200.00

Providence Hospital 53460.00(1)

Alaska Regional $3475.00(2)

JUNEAU

Juneau Family Birth Center $1200.00

Bartlett Regional Hospital 52695.00-53850.00 (mom) plus
51170.00-51755 (bahy) (3)

FAIRBANKS

Alaska Family Health

& Birth Center $1200.00

Fairbanks Memorial Hospital 52500.00-53500.00 (4)

1 Quote is for Providence Hospital, uncomplicated delivery and 24 hour stay after

delivery. Epidural anesthesia is 51300.00 additional. Cesarean section is

$7104.00 for 3day stay, notincluding anesthesia or physician charges.

Cesarean section at Alaska Regional is 57206.00.

Bartlett Regional Hospital does not have all-inclusive pricing. They quote a range

of prices and everything from an IV to oxygen and medication is an additional

charge. Cesarean section in Juneau costs 57203.00-58295.00 (mom) with an

additional charge for the baby 0f$1995.00-52310.00.

4. Fairbanks Memorial does not have all-inclusive pricing and charges for labor and
delivery by the hour. Baby is an additional charge, as is any medication, oxygen,
etc. Cesarean section is approximately 58,000.00.
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GenevaWoods
Birth Center

Barbara Norton, CNM, ANP
Geneva Woods Birth Center
3730 Rhone Circle, Suite 102
Anchorage, AK. 99508

Honorable Senators Seekings, Bunde, Davis, Stevens and French,

| would like to take this opportunity to discuss with you my support for Senate Bill 349.
As | am sure you are aware, this bill would require licensure for birthing centers,
effectively changing currently registered birthing centers into licensed birth centers. This
is an important bill because there arc currently two standards for birthing centers in
Alaska. Licensed birth centers have regulations to follow, annual inspections and
safeguards in place to guarantee the hirth center is a safe environment for families.
Registered hirth centers, on the other hand, have no regulations, no inspections and no
oversight at all.

The establishment of this “double standard” was inadvertent, and there is no better time
to remedy the situation. All owners of registered and licensed hirth centers agree, and in
fact, have worked together to rewrite the requlations (which haven't been changed since
1982) to accommodate both certified nurse midwifery practice and certified direct-entry
midwifery practice.

The registered birth centers in Alaska will be given six months to upgrade their facilities,
and put the appropriate safequards in place. Asan ownerof a licensed birth center, | will
work with the other birth centers to prepare for their conversion to licensure by sharing
policy & procedure information, risk assessment tools, and quality assurance programs.

Approximately 5% of Alaskan families choose out*ofhospital birth, which represents
several hundred families each year choosing the birth center option. There are numerous
studies showing the safety of birthing centers for low-risk women, and in addition to
significant cost savings, families overwhelmingly report positive, rewarding experiences
in birthing centers.

There should only be one standard for birthing centers in Alaska and I trust our
representatives in Juneau will agree that this is an essential bill that will remedy the
double standard and serve to protect the public.

Sincerely,

g AT AR U <
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3225 Hospital Drive Suite 106, Juneau, AK 99801
(907) 586-1203 fax (907) 586-5765

JUNEAU

FANILY BIRTH

03/12/2004
Dear Legislator

| am a Certified Direct-Entry Midwife and an Executive Director of the Juneau Family
Birth Center, a non-profit Registered birth center here in Juneau. 1have worked on
midwifery issues in Alaska since 1984 and look forward to helping to clarity for you
midwifery and birth center issues. | served on the State Licensing Board for Certified
Direct- Entry Midwives from its inception in 1992 until 2000.

Midwifery is a growing profession, as | am sure you are aware. Alaska’s Certified Direct-
Entry Midwives deliver almost 10% of the babies in Alaska. This is an amazing statistic
considering that nationwide, Direct-Entry Midwives attend 2% of the births. Alaska is at
the forefront of midwifery and other states look to our law when crafting legislation.

| Wjuld like your support of SB 349, a hill changing registered birth centers to licensed
birth centers. It was never our intention, or the legislature’s intention, to have two kinds
ofbirth centers in Alaska when this law was passed in 1992 The wording of the law was
meant to allow us to practice autonomously in hirth centers as the regulations at the time
allowed only for CNM’s and Physicians to practice in birthing centers. While focusing on
this, we mistakenly used the word registered instead of licensed in the language of the
bill. It wasn't until later when the Dept 0f H&SS interpreted this to mean a completely
different kind of hirth center that the mistake became apparent. Registered birth centers
have also been without regulations since this time, ever though this law stated that
regulations would be developed by the Commissioner. It is in the best interests of the
State of Alaska, our birthing women and their families to have one standard for birth
centers with good updated regulations.

| appreciate your support on this bill. would be happy to meet with you if you need
more information.

Sincerely,
Kaye Kanne, CDM

Executive Director,
Juneau Family Birth Center
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Woman'sWay M idwifery, Inc.

149 E. Corral Ave. Suite 2
Soldotna, AK 99669
907-262-9446
Fax: 907-262-9354

March 1,2004

Senator Con Bunde, Chair

Senator Ralph Seekings, Vice Chair
Senator Bettye Davis

Senator Gary Stevens

Senator Hollis French

It would be of great benefit to families and the state of Alaska to pass SB349 and | am
writing this letter to strongly urge you to do so.

Birthing centers are a popular option for families and are integral in prenatal education
and providing a variety of early prevention programs that reduce the likelihood of costly
birth complications and health issues in the mother and baby. Providing licensing and
standardized regulations for birth centers will make the midwifery model of care more
accessible to parents and increase the quality of birth centers in our state.

Midwives are highly trained and licensed by the state of Alaska to provide
individualized care and to dedicate time to families that is simply not possible for most
health care providers to spend. Each prenatal at our clinic averages 1 hour and much of
that time is spent on nutritional and healthy living education. Prevention is the key to
health improvement in the individual and ultimately cost savings to the state. In addition,
there is much evidence that increasing the involvement of the parents in their prenatal
care will have a remarkable long-term impact on the family. In our own practice wc
could site many examples of parents who have made huge lifestyle changes due to their
active Involvement in their pregnancy. Midwivcs emphasize the importance of healthy
nutrition, eliminating alcohol, drugs and cigarettes from the home, preventing premature
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labor, early bonding and educate on parenting skills. Wc also provide other free services
to the community. Our birth center has a classroom and wc teach a variety of free
classes, we offer a free lending library and a lactation consultant volunteers her services

from our building.

Making birth centers available to the public is the next step in supporting families,
encouraging them to make healthy decisions for their children and providing adequate
health care. In addition to the cost saving of preventative health care, midwifery care
(health care as well as facility fees) simply cost less. Midwives and birth centers need
your support to continue with important services.

The state of Alaska has 22 licensed midv <es attending 10% ofthe births. We and the
families that we serve encourage you to support SB349.
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Moonlight Midwifery E%%?%%@m

March 2, 2004

Honorable Senators Seekings, Bunde, Davis, Stevens, and French,

| am writing In support of Senate: sin 3a9. As I'msure YQU are aware, this bill would require licensure
for all birthing centers, changing currently re%wtered bir hlng centers to licensed birthing centers. This
is an important bill because there are currently two standard# for irthing centers In Alaska. Licersed
centers have requlations to follow and annual inspections to insure [JUb|IC safety. Registered hirth
centers currently have no established regulations or inspections but Instead rely on'the Certified Direct-
Entry Midwives, Statutes and Regulations to provide some standard of care.

The establishment of these two different types of hirthing centers was not intentional; rather It was an
error inwording. | currently operate a registered hirth center and | am the Administrator for a licersed
birth center. | can assure you the standards (ras Proposed In the rewrite 2/04 using Input from owners
of both licensed and registered birth centers) for licensed birth centers is both achievable and practical
]Igénﬁl)l/ birthing centers and will benefit the public by assuring one uniform standard for this typ-e of

Sincerely,

LauraGore CDM.
Certified-DIrect Entry Midwife
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Sharon K. Evans, CPM, CDM
PO Box 67

Palmer, AK 99645

March 3, 2004

Subject: Senate Bill 349
Dear Senator:

| am in favor of SB 349, an act which would require licensure of midwifery birth centers.  As
a licensed midwife and Alaska State Direct Entry Midwifery Board member, I am currently in-
volved in the regulation of midwivcs. Tam interested in our state providing quality assurance
ihrough the regulation/licensure of birth centers.

At this time, 34 states currently license birth centers. Standards and quality ofcare can be as-
sured through the licensing of Birth Centers, with Alaska’s requirements heing comparable to
other .states, allowing consumers and the economy to be greatly benefited.

Please support SB 349, By doing so, our state would be on the leading edge in quality, cost-
effective maternity care in Alaska state licensed hirth centers,

Sincerely,

Sharon K. Evans, CPM, CDM
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Mat->a Midwifery, Ine.
2630 BI’O&dVIveIVG, VVaSI"a, K. 99654~

907-373-3420 fax 907-376-7547

mMiirch 2,2004

Subject: Senate Util 349

Dear .Senator;

1um writing this letter in support of SB 349, an act which would require licensure of midwifery birth centers. |
am ii certified direct-entry midwife licensed in this state since 1993. | own and operate Mal-Su Midwifery, Inc.
tti Wasilla, AK which is a registered out-of-hospitai birth center. We currently deliver over 100 babies per year
at our birth center. 1 would like to be able to assure our clients that the standard and quality of care we provide

here is state-approved, as is our practitioner’ liccnso.

At this time. 34 states currently license birth centers, With Alaska’s requirements being comparable to other
states, consumers and the economy would be greatly benefited.

Sincerely,

Judi Davidson, CDM, CPM
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FRONTIER MIDWIFERY SERVICES

March 1,2004

Dear Senator,

| am writing reguarding rewriting of one set ofregulations for all licenced hirth
centers. 1am the owner ofa birth centerin Soldotna. Wc serve a large
community including, Homer, Seldovia, Seward, and individuals from bush
communities all over the stale who commute to town to receive prenatal, labor
and delivery and poslparleum care.

We are encouraging this chunge as a benefit to the individuals, the community
and the slate. Midwifery care is most importantly safe and cost effective. The
focus of A Midwifery Model of Care is quality and prevention. Each patient
spends and average of 45minutcs with a highly trained licenced health care
provider concentrating on early parenting education and bonding. Our goal is to
offer a personalized care. All of these factors have been cited as significant
contrhibutors to reducing adverse outcomes, especially prematurity and low birth
weight,

In conclusion we would like you to consider Midwifery and Birth Center care for
and innovative and cost effective app oach to the escalating costs ofhealth care.

Sincerely,

ImzA<A{S$n
Katherine Piatt, CDM
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Alaska Family Health & Birth Clinic

o\ 72H GnlTney Rd. Suilo 100. Fairbanks, Alaska 99701 *(907)456-3719

March 3, 2004

Subject: senate Hill 294
Senate Bill 349

My nantc is Dana Brown and 1have been alicensed Certified Direct Entry Midwife
(CDEM) since January 1993 1lani writing in Support of SB294 and SB349.

| am the director of Alaska Family Health & Birth Center, a non-prolit registered birth
center. | am in favor ofall birth centers becoming licensed with inclusion of CDEM's as
providers. Licensing birth centers assures high standards and is in the best interest of the
public. SB 349 supports this. Birth centers have been proven safe for low risk
pregnancies and offer an affordable alternative. In fact, birth centers can provide a
savings of 50 - 75% less than hospital births. Birth centers benclil consumers as well as
the economy. SB294 offers a promise ofsavings and cost effectiveness. Please support
SB294 and SB349. Thank you for you consideration.

Sincerely,

Dana Brown
Certified Direct Entry Midwife
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Alaska Family Health & Birth Clinic

728 Uiillhcy Rd. .Suite 100, Fairbanks. Alaska 99701 « (907)456-3719

Danielle Buham, CMA

728 GafTney Street, Suite 100
Fairbanks, AI£ 99709

March 3,2004

Subject: Senate Bill 349
Senate Bill 294

Dear Senator:

| am the Ol'lice Administrator at AHF&BC a non-profit birth center in Fairbanks.
1am support 0fSB 294 & SB 349 and ask that the legislative please pass these bills.
Thank you for your consideration in this matter.

Sincerely,

Danielle Baham, CMA
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Alaska Family Health & Birth Clinic

728 Gaffney Rd. Suite 100, Fairbanks. Alaska 99701 « (907)456-3719

Vanessa R. Dunham

Apprentice Direct-entry Midwife
725 Gaffney Street, Suite 100
Fairbanks, AK 90707

March 3,2004

Subject: Senate Bill 349
Senate Bill 294

Dear Senator:

I am in favor of SB 349, an act which would require the licensing ofhirth centers. As a
soon to be direct-entry midwife, working for Alaska Family Health and Birth Center |
feel that licensing contributes to the high standards of hirth centers.

| am in favor ofSB 294, This hill is cost effective and will give medacuid recipients the
same options as private and insurance clients.

Thank you for your consideration in rhis matter.
dim*ris1\

Vanessa R. Dunham
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Alaska Family Health & Birth Clinic
725 Gaffney Rd. Suite )00, Fairbanks. Alaska 99701 «(907)456-3719

March 3, 2004

RE: Senate Bill 294
Senate Bill 349

| am writing in support 0f SB294 and SB349. These hills would require all birth centers
to be licensed and provide for Certified Direct entry Midwivcs to be the attendants at
these births. This would provide a safe alternative to low risk women at a savings to the
State for all Medicaid and Denali Kid Care patients. Certified Direct Entry Midwivcs
typically have a high percentage of Medicaid and PKC clients and charge 50 75% less
overall for prenatal earc and childbirth sendees. CDEMs arc currently doing homebirihs
or working in birth centers that may be registered through the Stale but do not have any
licensing provisions. Those bills would provide for consistent quality for all birth

centers.

Thank You,

Cheryl Corrick
Certified Direct Entry Midwife
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