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Mr. Harris expresses the opinion that the reason Transwestern’s shippers under the subject transactions agreed to the negotiated rates over the available recourse rate was that:  (1)  shippers generally transact their business on an index basis, (2) by electing to pay a negotiated rate, the shippers avoided demand cost risks inherent in the traditional recourse rate structure, and (3) under the negotiated rates, if the gas did flow, the shippers were guaranteed a profit in the transaction equal to the shippers’ agreed upon share of the spread, or basis differential, used to calculate the negotiated rates.

