Transwestern Pipeline Company


Outline of Transport Option Program


(For Discussion Purposes Only)





General Description:


Transwestern proposes to amend the General Terms and Conditions of its tariff to provide for the purchase and sale of unbundled options for firm transportation capacity through a Transport Option Amendment to a firm transportation service agreement.  





Types of options to be available: 


 	1) Shipper call (gives a Shipper the right to firm transportation capacity on Transwestern in the future)





	2) Transporter put (gives Transwestern the right to require a Shipper to take firm transportation capacity on Transwestern)





	3)  Transporter call (gives Transwestern the right to recall some or all of a Shipper's firm transportation capacity) 





	4) Shipper put (gives a Shipper the right to turn back some or all of its firm transportation capacity)





Option features:





for firm capacity only 





may be sold for capacity that is currently posted as available on Transwestern's EBB, or on capacity that will become available in the future





notice of available Shipper call options shall be through internet posting that specifies, as applicable: underlying transportation rate, option fee, applicable receipt and delivery points, term of option, term of transportation service, type of option, transportation volume, method for awarding options, and instructions for bidding





option component of the transportation rate will be determined based on the value the Shipper places on the option; total transportation rate (base transportation component plus option component) will be subject to current Transwestern maximum tariff rates and negotiated rate authority





capacity for Shipper call options will be managed through transportation and options book and position limits





Customer Benefits:





increased certainty and flexibility – Shipper will be assured of the ability to obtain or relinquish capacity





reduced holding cost for capacity rights





greater transparency, liquidity and efficiency than currently available  where optionality, if available at all, is bundled into transportation contracts


