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rates, must remove all asset retire-
ment obligations related cost compo-
nents from the cost of service sup-
porting its proposed rates.

[Order 631, 68 FR 19622, Apr. 21, 2003]

Subpart E—Limited Rate Changes

§154.400 Additional requirements.

In addition to the requirements of
subparts A, B, and C of this part, any
proposal to implement a limited rate
change must comply with this subpart.

§154.401 RD&D expenditures.

(a) Requirements. Upon approval by
the Commission, a natural gas com-
pany may file to recover research, de-
velopment, and demonstration (RD&D)
expenditures in its rates under this
subpart.

(b) Applications for rate treatment ap-
proval. (1) An application for advance
approval of rate treatment may be
filed by a natural gas company for
RD&D expenditures related to a project
or group of projects undertaken by the
company or as part of a project under-
taken by others. When more than one
company supports an RD&D organiza-
tion, the RD&D organization may sub-
mit an application that covers the or-
ganization’s RD&D program. Approval
by the Commission of such an RD&D
application and program will con-
stitute approval of the individual com-
panies’ contributions to the RD&D or-
ganization.

(2) An application for advance ap-
proval of rate treatment must include
a 5-year program plan and must be
filed at least 180 days prior to the com-
mencement of the 5-year period of the
plan.

(3) A 5-year program plan must in-
clude at a minimum:

(i) A statement of the objectives for
the 5-year period that relates the ob-
jectives to the interests of ratepayers,
the public, and the industry and to the
objectives of other major research or-
ganizations.

(ii) Budget, technical, and schedule
information in sufficient detail to ex-
plain the work to be performed and
allow an assessment of the probability
of success and a comparison with other
organizations’ research plans.
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(iii) The commencement date, ex-
pected termination date, and expected
annual costs for individual RD&D
projects to be initiated during the first
year of the plan.

(iv) A discussion of the RD&D efforts
and progress since the preparation of
the program plan submitted the pre-
vious year and an explanation of any
changes that have been made in objec-
tives, priorities, or budgets since the
plan of the previous year.

(v) A statement identifying all juris-
dictional natural gas companies that
will support the program and speci-
fying the amounts of their budgeted
support.

(vi) A statement identifying those
persons involved in the development,
review, and approval of the plan and
specifying the amount of effort con-
tributed and the degree of control exer-
cised by each.

(c) Applications must describe the
RD&D projects in such detail as to sat-
isfy the Commission that the RD&D
expenditures qualify as valid, justifi-
able, and reasonable.

(d) Within 120 days of the filing of an
application for rate treatment ap-
proval and a 5-year program plan, the
Commission will state its decision with
respect to acceptance, partial accept-
ance, or rejection of the plan, or, when
the complexity of issues in the plan so
requires, will set a date certain by
which a final decision will be made, or
will order the matter set for hearing.
Partial rejection of a plan by the Com-
mission will be accompanied by a deci-
sion as to the partial level of accept-
ance which will be proportionally ap-
plied to all contributions listed for ju-
risdictional companies in the plan. Ap-
proval by the Commission of a 5-year
plan constitutes approval for rate
treatment of all projects identified as
starting during the first year of the ap-
proved plan. Continued rate treatment
will depend upon review and evaluation
of subsequent annual applications and
5-year program plans.

§154.402 ACA expenditures.

(a) Requirements. Upon approval by
the Commission, a natural gas pipeline
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company may adjust its rates, annu-
ally, to recover from its customers an-
nual charges assessed by the Commis-
sion under part 382 of this chapter pur-
suant to an annual charge adjustment
clause (ACA clause). The ACA clause
must be filed with the Commission and
indicate the amount of annual charges
to be flowed through per unit of energy
sold or transported (ACA unit charge).
The ACA unit charge will be specified
by the Commission at the time the
Commission calculates the annual
charge bills. A company must reflect
the ACA unit charge in each of its rate
schedules applicable to sales or trans-
portation deliveries. The company
must apply the ACA unit charge to the
usage component of rate schedules
with two-part rates. A company may
recover annual charges through an
ACA unit charge only if its rates do
not otherwise reflect the costs of an-
nual charges assessed by the Commis-
sion under §382.106(a) of this chapter.
The applicable annual charge, required
by §382.103 of this chapter, must be
paid before the company applies the
ACA unit charge.

(b) Application for Rate Treatment Au-
thorization. A company seeking author-
ization to use an ACA unit charge must
file with the Commission a separate
ACA tariff sheet containing:

(1) A statement that the company is
collecting an ACA per unit charge, as
approved by the Commission, applica-
ble to all the pipeline’s sales and trans-
portation schedules,

(2) The per unit charge of the ACA,

(3) The proposed effective date of the
tariff change (30 days after the filing of
the tariff sheet, unless a shorter period
is specifically requested in a waiver pe-
tition and approved), and

(4) A statement that the pipeline will
not recover any annual charges re-
corded in FERC Account 928 in a pro-
ceeding under subpart D of this part.

(c) Changes to the ACA unit charge
must be filed annually, to reflect the
annual charge unit rate authorized by
the Commission each fiscal year.

§154.403 Periodic rate adjustments.

(a) This section applies to the pass-
through, on a periodic basis, of a single
cost item or revenue item for which
passthrough is not regulated under an-
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other section of this subpart, and to re-
visions on a periodic basis of a gas re-
imbursement percentage.

(b) Where a pipeline recovers fuel use
and unaccounted-for natural gas in
kind, the fuel reimbursement percent-
age must be stated in the tariff either
on the tariff sheet stating the cur-
rently effective rate or on a separate
tariff sheet in such a way that it is
clear what amount of natural gas must
be tendered in kind for each service
rendered.

(¢) A natural gas company that
passes through a cost or revenue item
or adjusts its fuel reimbursement per-
centage under this section, must state
within the general terms and condi-
tions of its tariff, the methodology and
timing of any adjustments. The fol-
lowing must be included in the general
terms and conditions:

(1) A statement of the nature of the
revenue or costs to be flowed through
to the customer;

(2) A statement of the manner in
which the cost or revenue will be col-
lected or returned, whether through a
surcharge, offset, or otherwise;

(3) A statement of which customers
are recipients of the revenue credit and
which rate schedules are subject to the
cost or fuel reimbursement percentage;

(4) A statement of the frequency of
the adjustment and the dates on which
the adjustment will become effective;

(5) A step-by-step description of the
manner in which the amount to be
flowed through is calculated and a
step-by-step description of the
flowthrough mechanism, including how
the costs are classified and allocated.
Where the adjustment modifies a rate
established under subpart D of this
part, the methodology must be con-
sistent with the methodology used in
the proceeding under subpart D of this
part;

(6) Where costs or revenue credits are
accumulated over a past period for
periodic recovery or return, the past
period must be defined and the mecha-
nism for the recovery or return must
be detailed on a step-by-step basis.
Where the natural gas company pro-
poses to use a surcharge to clear an ac-
count in which the difference between
costs or revenues, recovered through
rates, and actual costs and revenues
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