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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Joseph T. Kelliher, Chairman;
Suedeen G. Kelly, Marc Spitzer,
Philip D. Moeller, and Jon Wellinghoff.

Revisions to Forms, Statements and Reporting Docket No. RMO08-5-000
Requirements for Electric Utilities and Licensees
FINAL RULE
ORDER NO. 715
(Issued September 19, 2008)

l. Introduction

1. This Final Rule amends the Federal Energy Regulatory Commission’s
(Commission) reporting requirements for public utilities' and licensees to file financial
forms, reports, and statements, including FERC Form No. 1 (Form 1), FERC Form No. 1-
F (Form 1-F), and FERC Form No. 3-Q (Form 3-Q). These changes will improve the
forms, reports and statements to provide, in fuller detail, the information the Commission
needs to carry out its responsibilities under the Federal Power Act (FPA) to ensure that

rates remain just and reasonable. In addition, the changes will help provide public utility

! While 18 CFR 141.1 nominally refers to “electric utilities,” this regulation in fact
applies to “public utilities.” See 16 U.S.C. 824; accord 18 CFR Part 101, Definitions 29
and 40. The reference in 18 CFR 141.1 to “electric utilities” predates the 1978 addition
of separate statutorily defined “electric utilities,” see 16 U.S.C. 796(22), when the only
utilities that were Commission regulated under the Federal Power Act were the
statutorily-defined public utilities, see 16 U.S.C. 824. See, e.g., 18 CFR 141.1 (1977).
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customers, state commissions, and the public the information they need to assess the
justness and reasonableness of electric rates.

2. This Final Rule complements the Commission’s recent revisions to the reporting
requirements for natural gas companies;2 it revises the financial forms filed by public
utilities and licensees — specifically, Form 1, Annual report for major electric utilities,
licensees, and others; Form 1-F, Annual report for nonmajor public utilities, licensees and
others; and Form 3-Q, Quarterly report of electric utilities, licensees, and natural gas
companies.

3. Specifically, the Final Rule adopts revised reporting requirements which will
enhance the Commission’s and customers’ review of formula rates; permit better
understanding of non-power goods and services transactions with affiliates, and provide
additional detail of revenues not previously specified in Form 1. In addition, the Final
Rule will expedite reporting by clarifying Form 1 instructions and cross-references and
making certain technical improvements in the form. Finally, the Final Rule responds to
the burdens faced by filers by adopting minimum reporting thresholds for certain
accounting data, eliminating the reporting requirement for certain utilities that are not

otherwise subject to this Commission’s reporting obligations or jurisdiction, and

2 18 CFR Parts 158 and 260; Revisions to Forms, Statements, and Reporting
Requirements for Natural Gas Pipelines, Order No. 710, Docket No. RM07-9-000, 73 FR
19389 (Apr. 10, 2008), FERC Stats. & Regs. 431,267, order on reh’g, Order No. 710-A,
123 FERC 9 61,278 (2008).




Docket No. RM08-5-000 -3-

accommodating filers whose fiscal year does not fall in the calendar year that is used for
reporting purposes.

4. This Final Rule does not convert the submission of Form 1 and other data into a
FPA section 205 rate case filing or a cost-and-revenue study, but is instead intended to
better ensure a ready source of data to assist the Commission and interested parties in
evaluating the justness and reasonableness of a utility’s rates. The revised forms do not
limit or change an entity’s rights or obligations under the FPA and our regulations, and
this Final Rule is not intended to change our obligation to rule on complaints, petitions,
or other requests for relief based on a full record and substantial evidence.

5. The proposed effective date for implementation of these changes is calendar year
2009. Accordingly, companies subject to the new requirements would file their new
Form 3-Qs following the first calendar quarter of 2009 and their new Forms 1 and 1-F in
April 2010 for calendar year 2009. In addition, this Final Rule eliminates the filing
requirement for utilities not subject to the Commission’s jurisdiction under section 201 of
the FPA* but required to file Form 1 solely because they met the reporting threshold in

the regulations.

316 U.S.C. 824d.

416 U.S.C. 824.
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1. Background

6. Under the Commission’s regulations, entities classified as major electric utilities
are required to file Form 1. Entities classified as nonmajor electric utilities are required
to file Form 1-F.> Sections 304, 307 and 309 of the FPA authorize the Commission to
collect such data.® Form 1, in particular, requires information to be filed on an annual
basis by public utilities (and certain hydroelectric production sources) under the
Commission’s jurisdiction. Form 1 collects corporate information, summary financial
information and balance sheet and income information, as well as electric plant, sales,
operating and statistical data. Since its inception, Form 1 has been amended by the
Commission on numerous occasions to address and keep pace with the transformation of
the utility industry.

7. In 1990, the Commission issued Order No. 529, which modified Form 1 to

improve reporting of bulk power transactions.” In 1993, the Commission issued Order

> A major electric utility is one that had, in the last three consecutive years, sales
or transmission services that exceeded (1) one million megawatt-hours of total sales;
(2) 100 megawatt-hours of sales for resale; (3) 500 megawatt-hours of power exchanges
delivered; or (4) 500 megawatt-hours of wheeling for others (deliveries plus losses).
Utilities and licensees that are not classified as major and had total sales in each of the
last three consecutive years of 10,000 megawatt-hours or more are classified as
nonnmajor. See 18 CFR Part 101.

®16 U.S.C. 825a, 825f, 825h; see also 16 U.S.C. 825j.

" Amendments to FERC Form Nos. 1 and 1-F. and Annual Charges, and Fuel Cost
and Purchased Economic Power Adjustment Clauses, Order No. 529, FERC Stats. &
Regs. 930,904 (1990).
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No. 552, which revised the Uniform System of Accounts (USofA) to account for
allowances under the 1990 Clean Air Act Amendments, and adopted corresponding
reporting schedules for Forms 1 and 1-F.®

8. In 1994, the Commission issued Order No. 574, which required the filing of an
electronic version of Form 1, along with the paper version. The electronic version was
prepared pursuant to a computer program supplied by the Commission.” In 2002, the
Commission issued Order No. 626, which eliminated the paper filing requirement,
relying solely on electronic filing of Form 1.° Also in 2002, the Commission expanded
USofA accounting requirements to include monitoring for the fair value of certain
security investments, derivative instruments, and hedging activities, and added new

schedules and accounts to Forms 1 and 1-F.*

8 Revisions to Uniform System of Accounts to Account for Allowances under the
Clean Air Act Amendments of 1990 and Regulatory-Created Assets and Liabilities and to
Form Nos. 1, 1-F, 2 and 2-A, Order No. 552, FERC Stats. & Regs. 430,967 (1993).

% Electronic Filing of FERC Form No. 1 and Delegation to Chief Accountant,
Order No. 574, FERC Stats. & Regs. 431,013 (1994) (establishing the Form 1
Submission Software (FOSS)).

19 Electronic Filing of FERC Form No. 1, and Elimination of Certain Designated
Schedules in Form Nos. 1 and 1-F, Order No. 626, FERC Stats. & Regs. § 31,130 (2002).

1 Accounting and Reporting of Financial Instruments, Comprehensive Income,
Derivatives and Hedging Activities, Order No. 627, FERC Stats. & Regs. 431,134
(2002).
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0. Order No. 646 implemented quarterly reporting for entities that filed Forms 1 and
1-F and added annual reporting requirements for ancillary services and electric
transmission peak loads.’? In 2005, Order No. 668 updated the Commission’s accounting
requirements for utilities and licensees, including independent system operators (ISOs)
and regional transmission organizations (RTOs).”* The Commission also revised its
USofA and Forms 1 and 1-F to accommodate industry restructuring under the
Commission’s open-access transmission policies and increased competition in wholesale
bulk power markets.™

I11.  Notice of Inquiry

10.  As part of Commission staff’s ongoing comprehensive review of the
Commission’s financial data requirements, a series of public meetings were held in Fall
2006 with both filers and users of FERC’s financial reports (Forms 1, 1-F, 2, 2-A and 3-

Q). On February 15, 2007, the Commission issued a Notice of Inquiry (NOI) in response

12 Quarterly Financial Reporting and Revisions to the Annual Reports, Order No.
646, FERC Stats. & Regs. 4 31,158, order on reh’g, Order No. 646-A, FERC Stats. &
Regs. 931,163 (2004).

13 Accounting and Financial Reporting for Public Utilities Including RTOs, Order
No. 668, FERC Stats. & Regs. 431,199 (2005), reh’g denied, Order No. 668-A, FERC
Stats. & Regs. 431,215 (2006).

414,
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to those discussions.” The NOI sought comments on the need for changes or additions to
the financial information reported on these forms. In response to the comments received,
the Commission determined that each of the forms, representing different industries
subject to the Commission’s jurisdiction, merited its own separate review. Accordingly,
the Commission established a separate proceeding in Docket No. RM07-9-000,
addressing only changes, additions, and amendments to the forms applicable to interstate
natural gas companies.

IV. Notice of Proposed Rulemaking

11.  On January 18, 2008, the Commission issued a Notice of Proposed Rulemaking
(NOPR) that proposed to revise the Form 1 (and Forms 1-F and 3-Q) and requested
comments on several issues, including: (1) differences between Form 1 data and costs
that are reflected in formula rate inputs, (2) the non-jurisdictional utility requirements and
revising the Form 1-F reporting threshold for nonmajor utilities, (3) reporting for affiliate
transactions, (4) filers whose reporting and accounting systems are based on a non-

calendar fiscal year, (5) reporting for “Other Revenues,” and (6) the minimum threshold

15 Assessment of Information Requirements for FERC Financial Forms, Notice of
Inquiry, FERC Stats. & Regs. 935,554 (2007).

16 Revisions to Forms. Statements, and Reporting Requirements for Natural Gas
Pipelines, Order No. 710, FERC Stats. & Regs. 9 31,267, order on reh’g, Order No.
710-A, 123 FERC 4 61,278 (2008).
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reporting levels for certain line-item information."” In addition, the NOPR proposed two
non-form related rule changes, concerning notification of non-filing status and grants of
extension of time for good cause. The NOPR also invited comments on software
updates, revisions to the filing instructions, requests for additional information for
particular accounts or schedules, and suggestions to improve the quality, completeness
and consistency of data submissions.*®

V. Discussion

A. Notice of Inquiry

12.  Inresponding to the NOI, Form 1 public utility filers generally emphasized the
difficulty and expense of Form 1 preparation, stated that the current scope of information
sought is sufficient to evaluate jurisdictional rates, and objected to particular filing
requirements as burdensome. In contrast, Form 1 users, including nonprofit publicly-
owned utilities and state commissions, disagree — requesting that Form 1 provide
additional information to permit more effective review to determine whether current and

proposed rates are just and reasonable.

17 Revisions to Forms, Statements, and Reporting Requirements for Electric
Utilities and Licensees, Notice of Proposed Rulemaking, 73 FR 5136 (Jan. 29, 2008),
FERC Stats. & Regs. 932,627 (Jan. 18, 2008) (NOPR).

'8 These proposals were listed in an appendix to the NOPR, which is updated here
with Commission responses and provided in Appendix B to this Final Rule.
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B. Notice of Proposed Rulemaking

13.  In the NOPR, the Commission affirmed that the information reported in Forms 1,
1-F and 3-Q is critical to the work of the Commission and stated its expectation that all
filers would continue to follow the instructions and submit properly completed forms.
The NOPR emphasized the importance of Form 1 data to the Commission, state
commissions, utility customers and other interested persons as an important and primary
source of information to assess whether rates charged remain just and reasonable or may
be unjust and unreasonable. The NOPR stated that the purpose of Form 1, in particular,
is to provide basic financial and operational information to allow the Commission,
customers, and competitors to monitor a utility’s rates for jurisdictional services. Form 1
is an essential tool in the Commission’s regulatory program. Form 1 makes publicly
available the financial information upon which cost-based rates are developed and
provides information on the financial operations of utilities. Form 1 and the underlying
data are used in ratemaking and for customer rate and cost monitoring. In addition,
because it reflects the Commission’s USofA, Form 1 ensures that such data is uniform
and comparable between companies and reporting periods. Form 1 is not a substitute for
a rate case filing or a projection of future financial performance, however. Instead the
data enables the form’s users to monitor and assess a utility’s rates.

14.  Pursuant to the Commission’s comprehensive review of its financial reporting

forms and based on the responses to the NOI, the Commission determined that wholesale
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changes were not justified, and instead proposed targeted adjustments to the existing
reporting requirements.

15.  Inresponse to the NOPR, the Commission received 13 timely comments, one
motion to submit comments out-of-time, and one set of reply comments.”® These
comments are summarized in the remainder of the discussion section.

16.  After careful consideration of the comments received, the Commission is adopting
changes and revisions proposed in the NOPR with certain modifications and
clarifications, as discussed below.

17.  No comments were filed objecting to the NOPR’s proposals concerning (1)
accommodating filers whose books close on a non-calendar fiscal year, (i1) filing
notifications of changes to non-filing status, (ii1) adopting a good cause requirement for
reviewing requests for extension of time, and (iv) providing for separate reporting of
emissions allowances, such as nitrogen oxide (NOx) and sulfur dioxide (SO2). In fact,
comments were received supporting several of these proposals, including the non-
calendar year accommodation and emission allowances. Therefore, we adopt the
proposals as set forth in the NOPR.

18.  In addition, several commenters proposed additional reporting requirements or

modifications to the proposals made in the NOPR. To the extent such comments

9 A list of commenters is attached as Appendix C.
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proposed revisions that were feasible and in keeping with the goals expressed in the
NOPR, the Commission has attempted to incorporate commenters’ suggestions as
discussed below. The discussion in the “Commission Determination” sections addressing
each NOPR proposal provides additional detail to clarify those proposals and respond to
the comments.

C. Effective Date

19.  The NOPR proposed calendar year 2009 as the effective date to implement these
changes to the reporting requirements, stating:

Accordingly, companies subject to the new requirements

would file their new Form 3-Qs beginning with the Form 3-Q

for the first calendar quarter of 2009 and their new Forms 1
and 1-F in April 2010 for calendar year 2009.

20.  The Commission believes that this effective date provides sufficient time for filing
companies to collect the information needed to fulfill the reporting obligations proposed
in the NOPR and adopted in this Final Rule. Because the changes adopted here are
limited in scope, filers have sufficient opportunity to make the necessary changes to their
reporting systems to capture the necessary data in the detail needed to complete the new
requirements contained in this Final Rule. This proposed effective date thus provides an
adequate time for utilities to revise their information collection procedures, and filers will
have several additional months before the first reporting deadline to implement the

changes needed because the first report due is the Form 3-Q, a quarterly report, due in
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May 2009. Therefore, the Commission adopts the changes provided for in this Final Rule
effective calendar year 2009, consistent with the date proposed in the NOPR.

D. Proposed Revisions

1. Formula Rates

21.  Inresponse to comments requesting additional information to accommodate
formula rate review, the NOPR proposed the addition of explanatory information when
formula rate inputs deviate from data reported in Form 1. Specifically, the NOPR
proposed to revise the Form 1 to require that, if the inputs to a formula rate deviate from
what is currently shown in the Form 1, the filer must provide an explanation for the
deviation in a footnote to the corresponding page, line and column where the specific
data is reported. The Commission sought comment on this proposal .’

Comments

22.  Several commenters support the Commission’s proposal for filing utilities to
explain departures from Form 1 data in formula rates. SDG&E, for example, notes that
many utilities with formula rates already make periodic informational filings to explain
the use of modified Form 1 data. SDG&E supports the NOPR proposal and characterizes
the proposal as a pragmatic and narrowly-tailored effort to provide additional information

that does not duplicate publicly available material, while avoiding a “one size fits all”

20 NOPR at P 46.
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modification to Form 1 that does not address the varieties of formula rates currently in
effect or utilities’ uses of variations from Form 1 data.

23.  APPA also supports the Commission’s intent that utilities provide all information
necessary for calculating formula rates, but questions whether the Commission’s proposal
will achieve the desired effect. APPA states that the requirement that filers describe in
footnotes details on how formula rates deviate from Form 1 information may be difficult
to monitor because staff may lack the means to identify utilities subject to the formula
rate information requirement. APPA suggests that the Commission require a new
schedule for filers to identify their status in regard to formula rates, which would require
a filer to indicate (1) whether it has formula rates; and (2) where to find all explanations
for deviations between formula rates and Form 1 information (either informational filings
or footnotes in connection with specific page, line and column numbers of Form 1). Such
a schedule would ensure that a utility does not omit a necessary footnote and would also
locate deviations from Form 1 data. APPA predicts that such a schedule would not
change any Form 1 references currently contained in formula rates and should not add
any substantial burden to respondents, because it would not repeat the information, but
would simply reference the location of the information already compiled.

24.  BPA agrees that since formula rates routinely cite specific accounts and page
numbers, the Commission should not revise Form 1 accounts or page numbers, so as to

necessitate amendments to existing formula rates. BPA supports the use of explanatory
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footnotes, stating that the footnotes are an essential aspect of Form 1 and may provide the
only means for a utility to explain, and Form 1 user to understand, the data. BPA
suggests the need for additional enforcement of Form 1 requirements, including penalties
for failure to meet footnote requirements.

25.  In addition, BPA requests clarification that a statement made in paragraph 41 of
the NOPR, “[t]he annual rate adjustment may not initiate a rate proceeding and the
customer’s recourse, if it believes the resulting rates are unjust and unreasonable, is to file
a complaint under section 206 of the FPA,” is not intended to change the burden of proof
in a section 206 proceeding involving a formula rate. Specifically, BPA requests the
Commission clarify that the statement does not shift the burden of proof from the utility
to establish that the formula is correctly applied or that the correct data is being used to
populate the formula.”*

26.  Nevada Companies suggests that a transmission provider should post the reasons
for changes in formula rates on its web site within a prescribed period of time, which
would provide immediate information to customers on changes in rates rather than having
to wait for a quarterly or annual filing.

27.  TAPS strongly supports the NOPR’s effort to further the goal of timely

transparency through inclusion of the relevant information in Form 1. TAPS questions

21 BPA states its understanding that the burden of proof otherwise remains on the
party challenging a Commission-approved formula.
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the level of detail in an informational filing that would relieve a utility of the requirement
to describe formula rate differences in Form 1. TAPS states that the rule should require
that the transparency information be included in Form 1 submissions of each utility
whose Form 1 data is input into a formula rate. TAPS proposes that waivers be
considered where the utility can show that it is legally committed to make annual
informational filings that will provide all of the data, of the same quality and reliability,
that would otherwise have to be included in its Form 1, and will do so in time to facilitate
rate monitoring by customers, regulators, and the public. TAPS also requests that the
Final Rule require annual reporting of all historical cost, load, and revenue information
that is an input into a Form 1 filing utility’s formula rate.

28.  The Michigan Commission requests that the Commission initiate a process to
address problems associated with its review of utility transmission investment in
conjunction with formula rates. The Michigan Commission states that a lack of
necessary data reporting in combination with formula rates can shield utility investment
decisions from review. The Michigan Commission suggests that the Commission initiate
an inquiry, possibly a technical conference, to explore ways that formula rates can be
reviewed.

29.  Several utility commenters object to the requirement to add footnotes to discuss

differences between Form 1 financial information and formula rate inputs for wholesale
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rates.”” AEP believes that the Form 1 is a financial report and should continue to be a
financial report and not a rate verification report. AEP claims that footnoting differences
between Form 1 data and formula rate inputs would, for some filers like AEP, be
extensive, voluminous and burdensome to comply with. AEP suggests that multiple rates
will require reconciliation, including separate wholesale customer service rates and some
regional transmission organization rates. AEP states that the Commission should obtain
such information from the seller when needed on a case-by-case basis. AEP suggests that
the additional detail need not be made public, and states that the information is better
provided as a separate rate filing to be made whenever the formula rate is being changed
or supported.

30.  EEI encourages the Commission not to add a requirement to Form 1 to explain
departures from Form 1 information used as inputs to formula rates. EEI argues that
companies should not be required to footnote Form 1 data to explain differences in
formula rates, so long as they document changes to formula rate inputs, adhere to the
approved formula rate tariffs, and provide information to the Commission and affected
customers on request or via informational filings.

31.  EEI suggests that the Commission adopt an alternate policy, under which

companies adopting formula rates would provide information to customers about rate

22 See AEP, EEI, FirstEnergy, and Duke comments.
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inputs, including underlying costs and cost increases, in sufficient detail to enable the
customers to understand the basis for their rates. EEI states that if the Commission does
impose a formula rate footnote requirement in Form 1, the Commission should:

(1) clarify that the footnote is necessary only to explain departures from Form 1 data
when a formula rate tariff calls for specific Form 1 data as inputs and different input data
are used; (2) clarify that the footnote requirement applies only to cost-based rates, not to
market-based rates (MBR); (3) specify that, if a seller files informational filings
containing information about inputs to its formula rates, a footnote is not required; (4)
specify that if customers have audit rights under a formula rate tariff, a footnote is not
required; (5) specify that if a company has explained departures from Form 1 data as
inputs to a formula rate elsewhere in information available to the Commission and
customers on request, it is not required to do so again in Form 1; (6) specify that, if the
footnote cannot be added before Form 1 is filed, it can be added at the next reporting
cycle; and (7) address how the footnote should be prepared when multiple operating
companies or gas and electric companies are involved and not all of those companies are
reflected in a given Form 1.

32.  FirstEnergy requests that the Commission clarify that its proposal is not a blanket
requirement on companies filing the Form 1 to include any changes on inputs to formula

rates in a footnote to the relevant page in Form 1. Similarly, the Commission should also
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clarify that its proposed requirement would not preclude companies from submitting the
formula input information in filings other than Form 1.

33.  FirstEnergy states that companies should not be required to submit informational
filings or otherwise report situations in which formula rate inputs differ slightly from
what is shown in Form 1, and requests the Commission to clarify whether such
disclosures will now be required. To the extent that such information will be required,
FirstEnergy does not believe that Form 1 is an appropriate vehicle for reporting
information concerning a utility’s formula rates. FirstEnergy states that Forms 1 and 3-Q
are financial statements providing information in accordance with the USofA and argues
that the forms are not, and should not be, considered ratemaking documents to be used
for ratemaking purposes.

Commission Determination

34.  In this Final Rule, as we explain below, we adopt the NOPR proposal that Form 1
filers should provide explanatory information when formula rate inputs differ from Form
1 reported amounts.”® That is, with regard to formula rates for which no informational
filings are required to be regularly submitted to this Commission, we revise the Form 1 to

require that, if the formula rate relies on Form 1 data and if the input amounts to that

2 Other than comprehensive formula rates, the Commission's regulations provide
for automatic adjustment of only those costs specified in section 35.14 of our regulations
(fuel adjustment clause). See Public Service Company of Oklahoma, 40 FERC 9§ 61,215,
at 61,733 (1987).
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formula rate differ from what is shown in the Form 1, the filer must provide a narrative
explaining the reason for the difference. The explanation must be provided in a footnote
on the same page, line and column where the specific data is reported.

35.  Asdescribed above, EEI states that companies which provide service under
formula rates should make additional information available if requested by customers, on
an as-needed basis, if such information is not already being provided in the informational
filings. EEI recommends that the Commission adopt an alternative policy, under which
companies using formula rates would provide information to customers about rate inputs,
including underlying costs and cost increases, in sufficient detail to enable the customers
to understand any deviations to the inputs used in calculating the formula rates.

36.  With respect to EEI’s requests for various clarifications, we adopt portions of
EEI’s recommendations as follows. Consistent with the NOPR proposal we limit the
footnoting requirement so that it will only apply to utilities with formula rates that do not
make regular (i.e., at least annual) informational filings of cost data with the Commission
pursuant to the requirements of their formula rates (or for example, pursuant to the
requirements of a Commission-approved settlement or a Commission directive). We
believe it is unnecessary to require companies that are required to make regular

informational filings to include a footnote in Form 1 because any difference from any
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Form 1 inputs used in formula rates should already be described in sufficient detail in
their informational ﬁlings.24

37.  In addition, EEI requests clarification of the treatment of formula rates accepted
under our MBR policies. We clarify that a rate is subject to the footnoting requirement if
it relies on Form 1 data and is on file with the Commission. Such rates may be featured
in tariffs of general applicability or individual rate schedules.”® We further adopt EEI’s
suggestion that, if companies have formula rates but do not make such informational
filings with the Commission, they must maintain sufficient records that explain the
changes made to those inputs26 (and, of course, must adhere to the approved formula rate
tariffs on file) and provide that information to the Commission, state commissions and
affected customers on request. Furthermore, we clarify that if customers have audit
rights under a formula rate, a footnote is still required, so that utilities can describe how

the rate was derived (as described herein).

24 Thus, utilities that are required to make regular informational filings by their
formula rates, a Commission-approved settlement, or other Commission order need not
provide footnotes. These filers must nevertheless complete the new schedule provided in
page 106.

% We clarify that we do not seek the explanatory information for fuel adjustment
clauses, which are governed by separate polices established in the Commission’s
regulations and which typically would not reference Form 1. See 18 CFR 35.14.

2% This record-keeping requirement is in addition to any other Commission record
keeping requirement, see, e.g., 18 CFR Parts 101, 125, including the footnoting
requirement adopted in this Final Rule.
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38.  With respect to EEI’s request that the Commission specify that footnote
information that cannot be added before Form 1 is filed may be added at the next
reporting cycle, we clarify that if the necessary information is not available at the time for
filing (given that Form 1 is an annual report), the utility must provide the information in
its next Form 1 filing.

39.  Asstated in the NOPR, we do not propose to convert the Form 1 filing process
into a rate proceeding. As noted by several commenters, Form 1 is an historical financial
reporting document. However, Form 1 provides cost and revenue data that aids in
evaluating the justness and reasonableness of rates in a ratemaking proceeding, and Form
1 serves as a ready source of public information to assess on an ongoing basis the justness
and reasonableness of utility rates. In particular, for a formula rate, Form 1 identifies
costs that result in annual fluctuations in rates as costs rise and fall. Thus, Form 1 plays
an important role in the Commission’s rate review process.

40. A key component of this rate review process is the transparency provided by
requiring utilities to make information on costs underlying rates publicly available. This
cost information is, in turn, used by the Commission, state commissions, and customers
to review and monitor a utility’s rates, which, as appropriate, may ultimately result in an
investigation or a complaint proceeding. Thus, Form 1 is a valuable tool. Commenters’
attempts to establish a bright line between financial reporting and rate making are

insufficient for the Commission to withdraw its proposals to seek information that will
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assist the Commission in carrying out its statutory obligations to ensure that rates are just
and reasonable, and to assist others — including customers — with monitoring rates
charged.

41.  The NOPR did not propose to revise the Commission’s USofA accounting
requirements to track specific costs or cost estimates for future projects as suggested by
TAPS and the Michigan Commission. Therefore, we will not adopt proposals to track
additional costs that would require changes to the Commission’s accounting
requirements.

42.  Inresponse to APPA’s comments concerning how Commission staff will
determine whether a utility is subject to a regular informational filing requirement for its
formula rate, we note that the existence of such a filing requirement is a matter of public
record for each formula rate. That is, the requirement that a utility make a regular
informational filing describing the information that will be used to populate the formula
rate is typically established in the rate proceeding accepting the formula rate. If an
interested entity believes that a utility has failed to include the required footnotes, or that
a utility has not responded in a timely manner to a request for an explanation of the
applicable formula rate and the inputs to that rate, it should discuss the matter with the
utility and, if not satisfied, may, among other things, notify the Commission through our
enforcement Hotline and the Commission’s Office of Enforcement will take appropriate

action.
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43.  Based on the record in this proceeding, the Commission does not anticipate that
this reporting requirement will be unduly burdensome because the information is already
available and can be transposed to a footnote.

44.  Several filing utilities request the Commission to clarify the scope of the formula
rate footnoting requirement. Initially, as noted above, the Commission clarifies that a
filing company should footnote differences from Form 1 data in formula rates that are on
file with this Commission and that rely on Form 1 data, and that such rates may be
featured in tariffs of general applicability or individual rate schedules.”” The
Commission also clarifies that it is not necessary to provide a detailed reconciliation.
The Commission anticipates that the footnotes would contain a simple narrative
explaining how the “rate” (or billing) was derived if different from the reported amount
in the Form 1. For instance, differences could be due to: (i) application of a percent
allocation factor for gross transmission plant that is OATT related; (i1) excluding
particular items such as step-up transformer investment; (iii) deducting amounts for
transmission for others from total transmission expenses or applying an OATT
transmission factor; or (iv) excluding particular cost items from administrative and

general expenses or application of an OATT labor factor. This list is not exhaustive, we

2 As noted above, we do not seek the explanatory information for fuel adjustment
clauses, which are governed by separate polices under the Commission’s regulations and
typically do not reference Form 1. See 18 CFR 35.14.
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caution, but is strictly for illustration purposes; the Commission anticipates that similar
issues would be footnoted in Form 1. The description should describe the difference,
including any reference to a Commission proceeding approving the difference. Such an
explanation should be sufficient to alert interested parties of the deviation and to permit
them to estimate and evaluate the impact of the departure on rates.?® In this fashion,
interested entities should be able to, with reasonable accuracy, monitor rates in light of
current costs and available financial data.

45.  Inresponse to suggestions that formula rate information be centralized, a new
schedule (page 106) will be incorporated in Form 1 on which filers will (1) indicate
whether they have formula rates; (2) provide details about the formula rates; (3) indicate
whether the filer makes regular informational filings and the location of the filings (e.g.,
accession numbers) on the Commission’s eLibrary website; and (4) summarize, if
required,? the differences between the Form 1 amounts and any amounts included in a

. 30
formula rate as described above.

%8 The information contained in a formula rate footnote (as for any Form 1
footnote) should be specific to the data provided in the form, and not simply transferred
from consolidated financial statements that may reflect different assumptions and
reporting requirements.

2 Whether or not a public utility or licensee must provide this information is
addressed above.

% Revised Form 1 pages affected by this Final Rule are provided in Appendix A.



Docket No. RM08-5-000 -25-

46.  AEP is concerned that reporting may be difficult because of the number and
variety of rate schedules and tariffs that may be covered by this requirement. As stated
above, we do not anticipate that this requirement need rise to the level of an accounting
reconciliation; a narrative description (with reference to a rate proceeding adopting the
difference) may suffice.

47.  In addition, a utility is not precluded from filing modifications to its formula rates
to make cost references consistent with Form 1 reporting requirements as they are
up