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[bookmark: StartOfMemo] Background

Experience in recent years with the Redfield and Lyons underground storage fields has been that, on average, only 99% of cycle volumes injected are recovered during the subsequent withdrawal cycle.  This persistent gas loss is a physical characteristic of “water drive” reservoirs; therefore, this phenomenon does not apply to the Cunningham field which is a volumetric pressure depletion drive reservoir.  In the cases of Lyons and Redfield, our reservoir engineer indicates that the 1% gas loss occurs during the storage cycle when the injection of gas volumes pushes a small portion of the gas in the reservoir beyond the confines of the storage structure and is effectively lost.  Our current accounting procedure records the measured injections and withdrawals as they occur and does not recognize a gas loss.  This results in a cumulative total of gas-in-place volumes that includes volumes which have been pushed beyond the confines of the storage reservoirs.  A procedure is needed to accrue for these gas losses on an on-going basis to recognize the losses for accounting purposes and to provide for recovery of the losses through Northern’s PRA mechanism. 

Proposed Accounting Procedure

To recognize the estimated cycle gas loss associated with use of the Lyons and Redfield underground storage fields, we will add a 1.0% loss factor to the measured withdrawal volumes at those fields beginning with the production month of April, 2000.  This will increase the volume of unaccounted for gas (UAF) recorded each month.  Recorded UAF volumes roll-in to the PRA regulatory liability account for recovery via the PRA mechanism.       
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