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DEPARTMENT OF ENERGY SUMMARY: The Commission is adopting
procedures for determining which
jurisdictional natural gas pipelines may
be collecting unjust and unreasonable
rates in light of the income tax
reductions provided by the Tax Cuts
and Jobs Act and the Commission’s
revised policy and precedent
concerning tax allowances to address
the double recovery issue identified by
United Airlines, Inc. v. FERC. These
procedures also allow interstate natural
gas pipelines to voluntarily reduce their

Federal Energy Regulatory
Commission

18 CFR Parts 154, 260, and 284

[Docket Nos. RM18-11-000, RP18—-415-000;
Order No. 849]

Interstate and Intrastate Natural Gas
Pipelines; Rate Changes Relating to
Federal Income Tax Rate; American
Forest & Paper Association

rates.
AGENCY: Federal Energy Regulatory DATES: This rule is effective September
Commission, Department of Energy. 13. 2018

ACTION: Final rule.

FOR FURTHER INFORMATION CONTACT:

I. Introduction ...
II. Background .......ccccecevennnnee
A. Tax Cuts and Jobs Act ...

B. United Airlines Issuances ...........

C. Overview of Natural Gas Rates ..

1. The Natural Gas Act ....cccoceevvereenene

2. The Natural Gas Policy Act of 1978

D. Request for Commission Action .............

E. Notice of Proposed Rulemaking .....

F. Comments on Notice of Proposed Rulemaking

II. Overview of Final Rule ......cccocevvevinieciniiicnen,
IV. DiSCUSSION ...oovvuiiiiiiiiiiiiiiiiiiiiieiiiicciiecins

A. Treatment of Pass-through ENtities .......ccccevveevirieiiniiieniiieneceeeseeeseee e
L. NOPR Lo

2, COMIMENLS ..viiviiiiitiiiiiiei e
a. Challenges to the Commission’s response to United Airlines ....

b. Arguments Regarding the Implementation ........c..cccccvcevininncnne

3. Discussion .......c.ccoiiviiiiniiennn.
a. Limited Section 4 Filings .....cc..ccceeennnne

b. FERC Form No. 501-G and Addendum

C. Other ISSUeS ...occevvvieniiiciiiicicicicie

B. One-time Report .......
1. Legal Authority .
a. Comments ......

b. Discussion .....

2. Burden of Proof ....
a. Comments ......

b. Discussion .........c.cco.c....

3. Docketing and Comments ....

. COINIMEIIES iiiiiiieeieeiiitii it e et e e st e e e e st e e e e s s bbbt reeeeeesasbbbeeeeesensannrnneeens
D. DISCUSSION .vieuviiiirieiiieiiiesiieeiteesiteeteesereebeestreebeessbessteessseesseessseesseessseesssesssessssessseenns

4. Rights of Intervenors
a. Comments .........

D, DISCUSSION ..viviiiiiiiiiiiiiiiiiiiii
5. Use of 10.55 Percent Indicative Return on EQUity ........cccocevviiniiviininiininiininiiinns

a. Comments
b. Discussion

6. Use of Stated Capital StrUCHUTE .......ccccciviiriiiiiiiiiiiii
A, COMMENES .iiiiiiiiiiiiiiii s

b. DiSCUSSION ...ccvvvveevireeeiiieeeciiiee e,

7. Accumulated Deferred Income Taxes ..

a. Comments

b. Discussion

8. Who Must File

a. Comments

b. Discussion

9. Miscellaneous Changes to FERC Form No. 501-G

a. Comments and DiSCusSion ..........cccceceveveeeivveeenns

C. Additional Filing Options for Natural Gas Companies

1. Limited NGA Section 4 Filing (Option 1) ....ccccovivvieninieniniciiicenecieeeecee e
8 NOPR e

b. Comments ...
c. Discussion

Adam Eldean (Legal Information), Office
of the General Counsel, 888 First
Street NE, Washington, DC 20426,
(202) 502-8047, Adam.Eldean@
ferc.gov

Seong-Kook Berry (Technical
Information), Office of Energy Market
Regulation, 888 First Street NE,
Washington, DC 20426, (202) 502—
6544, Seong-Kook.Berry@ferc.gov

SUPPLEMENTARY INFORMATION:

Before Commissioners: Kevin J.
MclIntyre, Chairman; Cheryl A.
LaFleur, Neil Chatterjee, Robert F.
Powelson, and Richard Glick.

Table of Contents

Paragraph
Nos.

198


mailto:Seong-Kook.Berry@ferc.gov
mailto:Adam.Eldean@ferc.gov
mailto:Adam.Eldean@ferc.gov

Federal Register/Vol. 83, No. 146 /Monday, July 30, 2018/Rules and Regulations 36673

Paragraph

Nos.

2. General NGA Section 4 Filing or Prepackaged Uncontested Settlement (Option 2) ......ccccvevvivininiiniciiiiincnenne 206
L N0 S O PP UPPTN 206
D, COMIIMEIIES .vveuiiiiiieiitieiie ettt ettt et e sttt e st e sttt e bt e esbeesbaeeateesabeasbaeasbeesbaeesbeessseenbaenbbeasbeesebeanteessbeenbeaasseesesesnsaensns 207
C. DISCUSSION civivviiiiiiiiiiiiiiiiiie et ee e sirreeee e 211
3. Statement That No Adjustment in Rates Needed (Option 3) 216
a. NOPR ..... 216
b. Comments . 218
c. Discussion ..........cc...... 222
4. Take NO ACHON (OPHION 4) .ioviiiiiiiiiiiiiiiiiiiieic e sttt sb e sb e b e 226
L N0 ) S PRSPPSO 226
b. Comments . 227
(o B 1o 1 1T (o ) s E PSP UPPTN 228
D. Negotiated RAES ......cciiiiiiiiiiiiiiiiii e 229
1. Comments ..... 231
2. Discussion .........cccceeeeennn. 245
E. Miscellaneous Clarifications ..........cccccoevvveeeiveeenivneennnnns 250
F. Implementation Schedule for Informational Filings ... 261
1. NOPR oottt siaee e e s . 261
R 010) 10000 L) o L2 SO PO PO P PP PPPP P OPPPPPPORN 262
E I B F-Te3 U F-T) U ) o NPT OPPPPPPTN 265
G. NGPA section 311 and Hinshaw Pipelines .. 267
1. NOPR oot 267
2. Comments . 270
3. Discussion .... 277
H. Request for Commission Action . 285
V. Regulatory REQUITEIMENTS .....cccviiiiiiiiiiieiiiiieit ettt st st b e e bt e e bt et e bt et e nneseeene e 286
A. Information ColleCtion STAtEIMEIIT .......ccueicviiiiiiiiieiieiiee sttt e b et eesbe e teestbeesbeesebeeteessbeesbsessbeestsessseesssessseesssesnseens 286
B. Environmental Analysis . 293
C. Regulatory FIexiDIlITY ACE oottt 294
D. Document Availability ......ccccooiiiiiiiiiiiic e et 297
E. Effective Date and Congressional Notification ..........ccccooiiiiiiiiiiii 300

1. Introduction

1. In this Final Rule, the Commission
adopts procedures for determining
which jurisdictional natural gas
pipelines may be collecting unjust and
unreasonable rates in light of (1) the
income tax reductions provided by the
Tax Cuts and Jobs Act? and (2) the
Commission’s Revised Policy
Statement 2 and Opinion No. 511-C3
concerning income tax allowances
following the decision of the United
States Court of Appeals for the District
of Columbia Circuit (D.C. Circuit) in
United Airlines.* These procedures also
allow interstate natural gas pipelines to
voluntarily reduce their rates to reflect
the income tax reductions and United
Airlines Issuances.

2. The procedures adopted in this
Final Rule are generally the same as the

1 An Act to provide for reconciliation pursuant to
titles I and V of the concurrent resolution on the
budget for fiscal year 2018, Public Law 115-97, 131
Stat. 2054 (2017) (Tax Cuts and Jobs Act).

2 Inquiry Regarding the Commission’s Policy for
Recovery of Income Tax Costs, Revised Policy
Statement, 83 FR 12,362 (Mar. 21, 2018), FERC Stats
& Regs. 135,060 (2018), order on reh’g, 164 FERC
161,030 (2018).

3 SFPP, L.P., Opinion No. 511-C, 162 FERC
61,228, at P 9 (2018).

4 United Airlines, Inc. v. FERC, 827 F.3d 122 (D.C.
Cir. 2016). For purposes of this order, the Revised
Policy Statement, United Airlines, and Opinion No.
511-C will collectively be referred to as “United
Airlines Issuances.”

Commission proposed in its March 15,
2018 Notice of Proposed Rulemaking
(NOPR or proposed rule) in this
proceeding.5 The Commission is thus
adopting, with clarifications, the
proposed FERC Form No. 501-G
informational filing for evaluating the
impact of the Tax Cuts and Jobs Act and
United Airlines Issuances on interstate
natural gas pipelines’ revenue
requirements. The Commission is also
providing four options each interstate
natural gas pipeline may choose from to
address the changes to the pipeline’s
revenue requirement as a result of the
income tax reductions: (1) A limited
Natural Gas Act (NGA) section 4 6 rate
reduction filing, (2) a commitment to
file a general section 4 rate case in the
near future, (3) an explanation why no
rate change is needed, and (4) no action
(other than filing a report).

3. However, as discussed further
below, the Final Rule modifies the
NOPR'’s proposed treatment of master
limited partnership (MLP) pipelines”

5 Interstate and Intrastate Natural Gas Pipelines;
Rate Changes Relating to Federal Income Tax Rate,
83 FR 12,888 (Mar. 26, 2018), FERC Stats. & Regs.
932,725 (2018) (NOPR).

615 U.S.C. 717c¢ (2012).

7 Throughout this order, as in prior Commission
orders, we use the phrase “MLP pipeline.” For the
purposes of this proceeding, MLP pipeline includes
a pipeline, such as SFPP, L.P., that does not pay
taxes itself and is a wholly-owned subsidiary of an

and other pass-through entities in
several respects. First, the Commission
has modified the FERC Form No. 501—
G so that, if a pipeline states that it is
not a tax paying entity, the form will not
only automatically enter a federal and
state income tax of zero, but also
eliminate Accumulated Deferred Income
Taxes (ADIT) from the pipeline’s cost of
service. Second, if an MLP pipeline
chooses Option 1 (limited section 4 rate
filing), this Final Rule permits the
pipeline to reflect only the tax
reductions in the Tax Cuts and Jobs Act.
Although the Commission determined
in the Revised Policy Statement that
permitting MLP pipelines to include a
tax allowance in their cost of service
results in a double recovery of the MLP
pipeline’s tax costs, this Final Rule does
not require MLP pipelines to eliminate
their tax allowances at this time in
compliance with this rulemaking. Third,
the Final Rule clarifies that a natural gas
company organized as a pass-through
entity all of whose income or losses are
consolidated on the federal income tax
return of its corporate parent is
considered to be subject to the federal
corporate income tax, and is thus
eligible for a tax allowance.

4. The Final Rule also makes certain
changes to the proposed FERC Form No.

MLP. See Opinion No. 511-C, 162 FERC {61,228
atPo.
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501-G, including modifying the
hypothetical capital structure to be used
by pipelines who cannot use their own
or their parent’s capital structure. In
addition, the Final Rule provides a
guarantee that the Commission will not
initiate a NGA section 5 rate
investigation for a three-year
moratorium period of an interstate
pipeline that makes a limited NGA
section 4 rate reduction filing that
reduces its ROE to 12 percent or less.

II. Background

A. Tax Cuts and Jobs Act

5. On December 22, 2017, the
President signed into law the Tax Cuts
and Jobs Act. The Tax Cuts and Jobs
Act, among other things, reduces the
federal corporate income tax rate from
35 percent to 21 percent, effective
January 1, 2018. This means that,
beginning January 1, 2018, companies
subject to the Commission’s jurisdiction
will compute income taxes owed to the
Internal Revenue Service (IRS) based on
a 21 percent tax rate. The tax rate
reduction will result in less corporate
income tax expense going forward.8
Further, with respect to income derived
from pass-through entities, the Tax Cuts
and Jobs Act generally reduced the
income tax liability for individuals, and
permitted up to a 20 percent deduction
of pass-through income.® The
combination of these two changes for
individuals holding units of pass-
through entities means that the effective
tax level applicable to individuals with
pass-through derived income may be
slightly less than the corporate income
tax.

B. United Airlines Issuances

6. In United Airlines, the D.C. Circuit
held that the Commission failed to
demonstrate that allowing SFPP, L.P.
(SFPP), an MLP pipeline, to recover
both an income tax allowance and the
discounted cash flow (DCF)
methodology rate of return does not
result in a double recovery of investors’
tax costs. Accordingly, the D.C. Circuit
remanded the underlying rate
proceeding to the Commission for
further consideration. Although the D.C.
Circuit’s decision directly addressed the
rate case filed by SFPP, the United
Airlines double-recovery analysis
referred to partnerships generally.
Recognizing the potentially industry-
wide ramifications, the Commission
issued a Notice of Inquiry in Docket No.
PL17-1-000, soliciting comments on
how to resolve any double recovery

8 See Tax Cuts and Jobs Act 13001, 131 Stat. at
2096.
9 See id. 11011, 131 Stat. at 2063.

resulting from the rate of return policies
and the policy permitting an income tax
allowance for partnership entities.1°

7. Concurrently with the issuance of
the NOPR in this proceeding, the
Commission issued an Order on
Remand in Opinion No. 511-C 1 in
response to United Airlines. Consistent
with the United Airlines remand,
Opinion No. 511-C concluded that
granting SFPP an income tax allowance
in addition to its return on equity (ROE)
determined by the DCF methodology
resulted in a double-recovery. The
Commission explained:

[MLP pipelines (such as SFPP)] and similar
pass-through entities do not incur income
taxes at the entity level. Instead, the partners
are individually responsible for paying taxes
on their allocated share of the partnership’s
taxable income.

The DCF methodology estimates the
returns a regulated entity must provide to
investors in order to attract capital.

To attract capital, entities in the market
must provide investors a pre-tax return, i.e.,

a return that covers investor-level taxes and
leaves sufficient remaining income to earn
investors’ required after-tax return. In other
words, because investors must pay taxes from
any earnings received from the partnership,
the DCF return must be sufficient both to
cover the investor’s tax costs and to provide
the investor a sufficient after-tax ROE.12

8. Accordingly, the Commission
ordered removal of the additional
income tax allowance from SFPP’s cost
of service. The Commission explained
that such action (a) remedies the double
recovery identified by the court in its
United Airlines remand, (b) restores
parity between SFPP (an MLP pipeline)
and corporate investment forms, (c) is
consistent with Congressional intent,
and (d) provides SFPP with a sufficient
return via the DCF ROE.13

9. Simultaneously, the Commission
also issued the Revised Policy
Statement 14 that superseded the
Commission’s prior guidance in the
2005 Income Tax Policy Statement 15
and established new guidance following
United Airlines. Like Opinion No. 511—
G, the Revised Policy Statement
explained that a double recovery results
from granting an MLP pipeline an
income tax allowance and a DCF ROE,
and accordingly provided guidance that
the Commission will no longer permit
MLP pipelines to recover an income tax

10 [nquiry Regarding the Commission’s Policy for
Recovery of Income Tax Costs, Notice of Inquiry,
FERC Stats & Regs. 35,581 (2016).

11 Opinion No. 511-C, 162 FERC { 61,228.

12]d. P 22.

131d. P 21.

14Revised Policy Statement, FERC Stats. & Regs.
q35,060.

15 Policy Statement on Income Tax Allowances,
111 FERC {61,139 (2005).

allowance in their cost of service. The
Revised Policy Statement also explained
that although all partnerships seeking to
recover an income tax allowance in a
cost-of-service rate case will need to
address the United Airlines double-
recovery concern, the Commission will
address the application of United
Airlines to these non-MLP partnership
forms as those issues arise in
subsequent proceedings.16 The
Commission received requests for
rehearing of Opinion No. 511-C and the
Revised Policy Statement.

C. Overview of Natural Gas Rates
1. The Natural Gas Act

10. As required by § 284.10 of the
Commission’s regulations,” interstate
natural gas pipelines generally have
stated rates for their services, which are
approved in a rate proceeding under
NGA sections 4 or 5 and remain in effect
until changed in a subsequent NGA
section 4 or 5 proceeding. The stated
rates are designed to provide the
pipeline the opportunity to recover all
components of the pipeline’s cost of
service, including the pipeline’s federal
income taxes.1® When pipelines file
under NGA section 4 to change their
rates, the Commission requires the
pipeline to provide detailed support for
all the components of its cost of service,
including federal income taxes.19

11. The Commission generally does
not permit pipelines to change any
single component of their cost of service
outside of a general NGA section 4 rate
case.2? A primary reason for this policy
is that, while one component of the cost
of service may have increased, others
may have declined. In a general NGA
section 4 rate case, all components of
the cost of service may be considered
and any decreases in an individual
component can be offset against
increases in other cost components.21
For the same reasons, the Commission
reviews all of a pipeline’s costs and
revenues when it investigates whether a
pipeline’s existing rates are unjust and
unreasonable under NGA section 5.22

16 Revised Policy Statement, FERC Stats. { Regs.
35,060 at P 3.

1718 CFR 284.10 (2017).

18 Most pipeline tariffs include tracking
mechanisms for the recovery of fuel and lost and
unaccounted for gas, but generally pipelines do not
separately track any other cost.

1918 CFR 154.312 and 154.313. The pipeline
must show the computation of its allowance for
federal income taxes in Statement H-3.

20 See, e.g., Trunkline Gas Co., 142 FERC
61,133, at P 24 n.28 (2013).

21 ANR Pipeline Co., 110 FERC {61,069, at P 18
(2005).

22 Midwestern Gas Transmission Co., 162 FERC
161,219 (2018); Dominion Energy Overthrust
Pipeline, LLC, 162 FERC {61,218 (2018); Natural
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12. NGA sections 4 and 5 proceedings
are routinely resolved through
settlement agreements between the
pipeline and its customers. Most of the
agreements are ‘“‘black box” settlements
that do not provide detailed cost-of-
service information. In addition, in lieu
of submitting a general NGA section 4
rate case, a pipeline may submit a pre-
packaged settlement to the Commission.
When pipelines file pre-packaged
settlements, they generally do not
include detailed cost and revenue
information in the filing. The
Commission will approve an
uncontested settlement offer upon
finding that ““the settlement appears to
be fair and reasonable and in the public
interest.” 23 Many rate case settlement
agreements include moratorium
provisions that limit the ability of the
pipeline to file to revise its rates, or for
the shippers to file an NGA section 5
complaint, for a particular time period.
In addition, many settlement
agreements include “come-back
provisions,” which require a pipeline to
file an NGA section 4 filing no later than
a particular date.

13. The Commission has granted most
interstate natural gas pipelines authority
to negotiate rates with individual
customers.24 Such rates are not bound
by the maximum and minimum
recourse rates in the pipeline’s tariff.25
In order to be granted negotiated rate
authority, a pipeline must have a cost-
based recourse rate on file with the
Commission, so a customer always has
the option of entering into a contract at
the cost-based recourse rate rather than
a negotiated rate if it chooses. The
pipeline must file each negotiated rate

Gas Pipeline Co. of America LLC, 158 FERGC
61,044 (2017); Wyoming Interstate Co., L.L.C., 158
FERC {61,040 (2017); Tuscarora Gas Transmission
Co., 154 FERC {61,030 (2016); Iroquois Gas
Transmission System, L.P., 154 FERC 461,028
(2016); Empire Pipeline, Inc., 154 FERC {61,029
(2016); Columbia Gulf Transmission, LLC, 154
FERC {61,027 (2016); Wyoming Interstate Co.,
L.L.C., 141 FERC {61,117 (2012); Viking Gas
Transmission Co., 141 FERC {61,118 (2012); Bear
Creek Storage Co., L.L.C., 137 FERC 61,134 (2011);
MIGC LLC, 137 FERC {61,135 (2011); ANR Storage
Co., 137 FERC {61,136 (2011); Ozark Gas
Transmission, L.L.C., 133 FERC {61,158 (2010);
Kinder Morgan Interstate Gas Transmission LLC,
133 FERC {61,157 (2010); Northern Natural Gas
Co., 129 FERC {61,159 (2009); Great Lakes Gas
Transmission Ltd. P’ship, 129 FERC {61,160
(2009); Natural Gas Pipeline Co. of America LLC,
129 FERC {61,158 (2009).

2318 CFR 385.602(g)(3).

24 See Natural Gas Pipeline Negotiated Rate
Policies and Practices; Modification of Negotiated
Rate Policy, 104 FERC {61,134 (2003), order on
reh’g and clarification, 114 FERC {61,042,
dismissing reh’g and denying clarification, 114
FERC 161,304 (2006) (Negotiated Rate Policy
Statement).

25 Northern Natural Gas Co., 105 FERC {61,299,
at PP 15-16 (2003).

agreement with the Commission. In
addition, pipelines are also permitted to
selectively discount their rates.
Although negotiated rates may be above
the maximum recourse rate, discounted
rates must remain below the maximum
rate. The maximum recourse rate is the
ceiling rate for all long-term capacity
releases, including capacity releases to
replacement shippers by firm customers
with negotiated rates.

14. Changes to a pipeline’s recourse
rates occurring under NGA sections 4
and 5 do not affect a customer’s
negotiated rate, because that rate is
negotiated as an alternative to the
customer taking service under the
recourse rate. However, a shipper
receiving a discounted rate may
experience a reduction as a result of the
outcome of a rate proceeding if the
recourse rate is reduced below the
discounted rate. The prevalence of
negotiated and discounted rates varies
among pipelines, depending upon the
competitive situation.

15. The Commission also grants
interstate natural gas pipelines market-
based rate authority when the pipeline
can show it lacks market power for the
specific services or when the applicant
or the Commission can mitigate the
market power with specific
conditions.26 A pipeline that has been
granted market-based rate authority will
have an approved tariff on file with the
Commission but will not have a
Commission approved rate. Rather, all
rates for services are negotiated by the
pipeline and its customers. Currently,
29 interstate natural gas pipelines have
market-based rate authority for storage
and interruptible hub services (such as
wheeling and park and loan services),
and one pipeline (Rendezvous Pipeline
Company, LLC) has market-based rate
authority for transportation services.

2. The Natural Gas Policy Act of 1978

16. Section 311 of the Natural Gas
Policy Act of 1978 (NGPA) authorizes
the Commission to allow intrastate
pipelines to transport natural gas “on
behalf of”” interstate pipelines or local
distribution companies served by
interstate pipelines.2? NGPA section
311(a)(2)(B) provides that the rates for
interstate transportation provided by
intrastate pipelines shall be “fair and

26 Alternatives to Traditional Cost of Service
Ratemaking for Natural Gas Pipelines and
Regulation of Negotiated Transportation Services of
Natural Gas Pipelines, 74 FERC {61,076 (1996)
(Negotiated Rate Policy Statement); see also Rate
Regulation of Certain Natural Gas Storage
Facilities, Order No. 678, FERC Stats. & Regs.
931,220 (2006) (cross-referenced at 115 FERC
161,343), reh’g denied, Order No. 678—A, 117 FERC
161,190 (2006).

2715 U.S.C. 3371.

equitable and may not exceed an
amount which is reasonably comparable
to the rates and charges which interstate
pipelines would be permitted to charge
for providing similar transportation
service.”” 28 In addition, NGPA section
311(c) provides that any authorization
by the Commission for an intrastate
pipeline to provide interstate service
“shall be under such terms and
conditions as the Commission may
prescribe.” 29 Section 284.224 of the
Commission’s regulations provides for
the issuance of blanket certificates
under section 7 of the NGA to Hinshaw
pipelines 3° to provide open access
transportation service ““to the same
extent that and in the same manner” as
intrastate pipelines are authorized to
perform such service.3® The
Commission regulates the rates for
interstate service provided by Hinshaw
pipelines under NGA sections 4 and 5.
17. Section 284.123 of the
Commission’s regulations provides
procedures for NGPA section 311 and
Hinshaw pipelines to establish fair and
equitable rates for their interstate
services.32 Section 284.123(b) allows
intrastate pipelines an election of two
different methodologies upon which to
base their rates for interstate services.33
First, § 284.123(b)(1) permits an
intrastate pipeline to elect to base its
rates on the methodology or rate(s)
approved by a state regulatory agency
included in an effective firm rate for
city-gate service. Second, § 284.123(b)(2)
provides that the pipeline may petition
for approval of rates and charges using
its own data to show its proposed rates
are fair and equitable. The Commission
has established a policy of reviewing the
rates of NGPA section 311 and Hinshaw
pipelines every five years.34 Section 311
pipelines not using state-approved rates
must file a new rate case every five
years, and Hinshaw pipelines must at a
minimum file a cost and revenue study
every five years. Intrastate pipelines

2815 U.S.C. 3371(a)(2)(B).

2915 U.S.C. 3371(c).

30 Section 1(c) of the NGA, 15 U.S.C. 717(c),
exempts from the Commission’s NGA jurisdiction
those pipelines which transport gas in interstate
commerce if (1) they receive natural gas at or within
the boundary of a state, (2) all the gas is consumed
within that state, and (3) the pipeline is regulated
by a state Commission. This is known as the
Hinshaw exemption.

31 See 18 CFR 284.224.

3218 CFR 284.123.

3318 CFR 284.123(b).

34 Contract Reporting Requirements of Intrastate
Natural Gas Companies, Order No. 735, FERC Stats.
& Regs. 1 31,310, at P 92, order on reh’g, Order No.
735-A, FERC Stats. & Regs. { 31,318 (2010); see
also Hattiesburg Industrial Gas Sales, L.L.C., 134
FERC { 61,236 (2011) (imposing a five-year rate
review requirement on Hattiesburg Industrial Gas
Sales, L.L.C.).
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using state-approved rates that have not
changed since the previous five-year
filing are only required to make a filing
certifying that those rates continue to
meet the requirements of § 284.123(b)(1)
on the same basis on which they were
approved. Conversely, if the state-
approved rate used for the election is
changed at any time, the NGPA section
311 or Hinshaw pipeline must file a
new rate election pursuant to
§284.123(b) for its interstate rates no
later than 30 days after the changed rate
becomes effective.

18. An intrastate pipeline may file to
request authorization to charge market-
based rates under subpart M of Part 284
of the Commission’s regulations. The
same requirements for showing a lack of
market power apply to intrastate
pipelines as for interstate pipelines. The
Commission has granted market-based
rate authority for storage and hub
services to 19 of the 112 intrastate
pipelines with subpart C of Part 284
tariffs.

D. Request for Commission Action

19. On January 31, 2018, in Docket
No. RP18-415-000, several trade
associations and companies
representing a coalition of the natural
gas industry that are dependent upon
services provided by interstate natural
gas pipeline and storage companies
(Petitioners) 35 filed a petition
requesting that the Commission take
immediate action under sections 5(a),
10(a), and 14(a) and (c) of the NGA to
initiate show cause proceedings against
all interstate natural gas pipeline
companies (with certain exceptions) and
require each pipeline to submit a cost
and revenue study to demonstrate that
its existing jurisdictional rates continue
to be just and reasonable following the
passage of the Tax Cuts and Jobs Act.

20. Petitioners requested that the
Commission require an immediate rate
reduction, if a filed cost and revenue
study demonstrates that the interstate
natural gas pipeline is over-recovering
its costs following the adjustments to
account for changes to the tax laws
implemented under the Tax Cuts and
Jobs Act. Petitioners contended that, if
a pipeline believed that a Commission-
approved settlement exempted it from
such a rate analysis, the Commission

35 Petitioners include the following trade
associations: American Forest and Paper
Association, American Public Gas Association,
Independent Petroleum Association of America,
Natural Gas Supply Association, and Process Gas
Consumers Group. Petitioners also include the
following companies: Aera Energy LLC, Anadarko
Energy Services Company, Chevron U.S.A. Inc.,
ConocoPhillips Company, Hess Gorporation,
Petrohawk Energy Corporation, WPX Energy
Marketing, LLC, and XTO Energy Inc.

should require such company to provide
evidence to that effect.

E. Notice of Proposed Rulemaking

21. In response to the Tax Cuts and
Jobs Act and United Airlines Issuances,
on March 15, 2018, the Commission
issued a NOPR proposing to require
interstate natural gas pipelines to file an
informational filing with the
Commission pursuant to sections 10(a)
and 14(a) of the NGA 36 (One-time
Report on Rate Effect of the Tax Cuts
and Jobs Act, FERC Form No. 501-G).37
The One-time Report was designed to
collect financial information to evaluate
the impact of the Tax Cuts and Jobs Act
and United Airlines Issuances on
interstate natural gas pipelines’ revenue
requirements. In addition to the One-
time Report, the Commission proposed
to provide four options for each
interstate natural gas pipeline to choose
from, including to voluntarily make a
filing to address the changes to the
pipeline’s recovery of tax costs, or
explain why no action is needed. The
four options are: (1) File a limited NGA
section 4 filing to reduce the pipeline’s
rates to reflect the decrease in the
federal corporate income tax rate
pursuant to the Tax Cuts and Jobs Act
and the elimination of the income tax
allowance for MLP pipelines consistent
with the Revised Policy Statement, (2)
make a commitment to file a general
NGA section 4 rate case in the near
future, (3) file a statement explaining
why an adjustment to its rates is not
needed, or (4) take no action other than
filing the One-time Report. If an
interstate natural gas pipeline does not
choose either of the first two options,
the Commission would consider, based
on the information in the One-time
Report and comments by interested
parties, whether to issue an order to
show cause under NGA section 5
requiring the pipeline either to reduce
its rates to reflect the income tax
reduction or explain why it should not
be required to do so.38

22. The Commission proposed to
establish a staggered schedule for
interstate natural gas pipelines to file
the One-time Report and choose one of
the four options described above. The
Commission stated in the NOPR that
interstate natural gas pipelines that file
general NGA section 4 rate cases or pre-
packaged uncontested rate settlements

3615 U.S.C. 717i(a), 717m(a).

37 NOPR, FERC Stats. & Regs. { 32,725 at P 32.
The One-time Report on Rate Effect of the Tax Cuts
and Jobs Act is referred to interchangeably as “‘One-
time Report”” or “FERC Form No. 501-G” in this
Final Rule.

38 NOPR, FERC Stats. & Regs. { 32,725 at PP 41—
51.

before the deadline for their One-time
Report will be exempted from making
the One-time Report. In addition, the
Commission stated that interstate
natural gas pipelines whose rates are
being investigated under NGA section 5
need not file the One-time Report.3°

F. Comments on Notice of Proposed
Rulemaking

23. The Commission received 33
comments and ten answers and reply
comments in response to its NOPR.4° In
general, commenters support the
Commission taking action in regard to
the recent tax changes although
commenters disagree about various
aspects of the Commission’s proposed
procedures. These comments have
informed our determinations in this
Final Rule.

24. Several commenters take issue
with the NOPR’s implementation of the
Revised Policy Statement and the
proposal that, if an MLP pipeline
chooses the option of making a limited
NGA section 4 filing, that filing must
reduce its maximum rates to reflect the
elimination of any tax allowance
included in its current rates consistent
with the Revised Policy Statement.

25. In regard to the proposed FERC
Form No.

501-G, among other things, commenters
challenge the Commission’s authority to
require such a filing, seek clarification
regarding inputs to the form including
the use of an indicative ROE of 10.55
percent, and suggest changes to the
form.

26. Commenters also seek clarification
and suggest changes to the four options
for an interstate natural gas pipeline to
make a filing to address the changes to
the pipeline’s recovery of tax costs or
explain why no action is needed.
Commenters suggest alternative
timelines or request additional time to
make such filings. Commenters also
seek clari