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[bookmark: StartOfMemo] Background

Transwestern is proposing a tariff modification to allow its shippers to pay TW for fuel gas rather than to provide TW with in-kind volumes for fuel.  This provision will allow TW to utilize limited pipeline capacity more efficiently by substituting transportation volumes for capacity that would otherwise be required for fuel retention volumes. 

Analysis

Two approaches that could be considered, depending on the tariff wording, are as follows  One would be to record a sale of gas to the shipper, then record the retention of volumes at some arbitrary (non-constrained) point.  This may have some negative excise tax implications that would require further research.  The second approach would be to record the revenue received from the fuel gas reimbursement as either transportation revenue (account 489.2) or as other gas revenue (account 495) and not record any fuel retention entries.
 
Proposed Accounting Procedure

I propose that the tariff be phrased so as to provide that the shipper may pay TW a fuel reimbursement fee based on the appropriate fuel retention percentage times the Monthly Index Price [or some other benchmark].  Under these circumstances we would charge accounts receivable (account 142) and credit Transportation Revenue—Transmission (account 489.2) for the fuel reimbursement fee. 
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