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flow through accounting will be per-
mitted by the Commission, with re-
spect to liberalized depreciation, to
employ a normalization method for
computing federal income taxes in
their accounts and annual reports with
respect to property constructed or ac-
quired after January 1, 1970, to the ex-
tent with which such property in-
creases the productive or operational
capacity of the utility and is not a re-
placement of existing capacity. Such
normalization will also be permitted
for ratemaking purposes to the extent
such rates are subject to the Commis-
sion’s ratemaking authority. As to bal-
ances in Account 282 of the Uniform
System of Accounts, ‘““Accumulated de-
ferred income taxes—Other property,”
it will remain the Commission’s policy
to deduct such balances from rate base
in rate proceedings.

(Secs. 3, 4, 15, 16, 301, 304, 308, and 309 (41 Stat.
1063-1066, 1068, 1072, 1075; 49 Stat. 838, 839, 840,
841, 854-856, 858-859; 82 Stat. 617; 16 U.S.C. 796,
797, 803, 808, 809, 816, 825, 825b, 825c, 8259, 825h,
826i), as amended, Secs. 8, 10, and 16 (52 Stat.
825-826, 830; 15 U.S.C. 717g, 717i, 7170))

[Order 404, 35 FR 7964, May 23, 1970, as
amended by Order 567, 42 FR 30612, June 16,
1977]

§2.13 Design and construction.

(@) The Commission recognizes the
importance of protecting and enhanc-
ing natural, historic, scenic, and rec-
reational values at projects licensed or
proposed to be licensed under the Fed-
eral Power Act.

(b) The Commission has adopted
““Guidelines for the Protection of Nat-
ural, Historic, Scenic, and Recreational
Values in the Design and Location of
Rights-of-Way and Transmission Fa-
cilities’’® as set forth in Order No. 414
issued November 27, 1970. The Commis-
sion will consider these guidelines
inter alia, in the determination of
whether applications for any licenses
under the Federal Power Act are best
adapted to a comprehensive plan for
developing a waterway. The guidelines
may be obtained from the Office of
Public Information, Federal Power
Commission, Washington, DC 20426.

(¢) In furtherance of these polices,
the Commission will not (1) permit the

1 Filed as part of the original document.
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§2.15

amendment of any license for the pur-
pose of construction of additional fa-
cilities or (2) authorize the disposition
of any interest in project lands for con-
struction of any type, unless a showing
is made that the construction will be
designed to avoid or minimize conflict
with the natural, historic, and scenic
values and resources of the project
area, including compliance with the
Commission’s ‘““Guidelines for the Pro-
tection of Natural, Historic, Scenic,
and Recreational Values in the Design
and Location of Rights-of-Way and
Transmission Facilities™.

(Secs. 3, 4, 15, 16, 301, 304, 308, and 309 (41 Stat.
1063-1066, 1068, 1072, 1075; 49 Stat. 838, 839, 840,
841, 854-856, 858-859; 82 Stat. 617; 16 U.S.C. 796,
797, 803, 808, 809, 816, 825, 825b, 825c, 8259, 825h,
826i), as amended, Secs. 8, 10, and 16 (52 Stat.
825-826, 830; 15 U.S.C. 717g, 717i, 7170))

[Order 414, 35 FR 18586, Dec. 8, 1970, as
amended by Order 567, 42 FR 30612, June 16,
1977]

§2.15 Specified reasonable rate of re-
turn.

(a) Pursuant to section 10(d) of the
Federal Power Act, the Commission
has determined that the specified rea-
sonable rate of return used in com-
puting amortization reserves for hydro-
electric project licenses shall be cal-
culated annually based on current cap-
ital ratios developed from an average
of 13 monthly balances of amounts
properly includible in the licensee’s
long-term debt and proprietary capital
accounts, as listed in the Commission’s
Uniform System of Accounts. The cost
rate for such ratios shall be the weight-
ed average cost of long-term debt and
preferred stock for the year, and the
cost of common equity shall be the in-
terest rate on 10-year government
bonds (reported as the Treasury De-
partment’s 10-year constant maturity
series) computed on the monthly aver-
age for the year in question, plus four
percentage points (400 basis points).

(b) The Statement of Policy adopted
herein shall be effective upon issuance
of this order.

(c) The Secretary shall cause prompt
publication of this order to be made in
the FEDERAL REGISTER.

(d) All requests and suggestions not
specifically dealt with herein are here-
by denied.



§2.17

(e) The Secretary is hereby author-
ized to change the appropriate license
article upon application by the licens-
ees to reflect the specified reasonable
rate of return as adopted herein.

[Order 550, 41 FR 27032, July 1, 1976]

§2.17 Price discrimination and anti-
competitive effect (price squeeze
issue).

To implement compliance with the
Supreme Court decision in F.P.C. v.
Con-Way Corp., 426 U.S. 271 (1976), aff’'g
510 F. 2d 1264 (D.C. Cir. 1975) and to ex-
pedite the consideration of price
squeeze issues iIn wholesale electric
rate proceedings, the Commission
adopts the following procedures for
raising price squeeze issues which are
to be followed unless they are dem-
onstrated in an individual case to be
inadequate:

(@) Any wholesale customer, state
commission or other interested person
may file petitions to intervene alleging
price discrimination and anticompeti-
tive effects of the wholesale rates. In
order to have the issue of price dis-
crimination considered in the rate pro-
ceeding, the intervening customer or
other interested person must support
its allegation by a prima facie case.
The elements of the prima facie case
shall include at a minimum:

(1) Specification of the filing utility’s
retail rate schedules with which the in-
tervening wholesale customer is unable
to compete due to purchased power
costs;

(2) A showing that a competitive sit-
uation exists in that the wholesale cus-
tomer competes in the same market as
the filing utility;

(3) A showing that the retail rates
are lower than the proposed wholesale
rates for comparable service;

(4) The wholesale customer’s prospec-
tive rate for comparable retail service,
i.e. the rate necessary to recover bulk
power costs (at the proposed wholesale
rate) and distribution costs;

(5) An indication of the reduction in
the wholesale rate necessary to elimi-
nate the price squeeze alleged.

(b) Where price squeeze is alleged,
the Commission shall, in the order
granting intervention, direct the Ad-
ministrative Law Judge to convene a
prehearing conference within 15 days
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from the date of the order for the pur-
pose of hearing intervenors’ request for
data required to present their case, in-
cluding prima facie showing, on price
squeeze issues.

(c) Within 30 days from the date of
the conference the filing utility shall
respond to the data requests authorized
by the Administrative Law Judge.

(d) Within 30 days from the filing
utility’s response, the intervenors shall
file their case-in-chief on price squeeze
issues, which shall include their prima
facie case, unless filed previously.

(e) The burden of proof (i.e. the risk
of nonpersuasion) to rebut the allega-
tions of price squeeze and to justify the
proposed rates are on the utility pro-
posing the rates under section 205(e) of
the Federal Power Act.

(f) In proceedings where price squeeze
is an issue, the Secretary shall include
the state commission, agency or body
which is responsible for regulation of
retail rates in the state affected in the
service list maintained under
§385.2010(c) of this chapter.

[Order 563, 42 FR 16132, Mar. 25, 1977, as
amended by Order 225, 47 FR 19054, May 3,
1982]

§2.18 Phased electric rate increase fil-
ings.

(@) In general, when a public utility
files a phased rate increase, the Com-
mission will determine the appropriate
suspension period based on the total in-
crease requested in all phases. If a util-
ity files a rate increase within sixty
days after filing another rate increase,
the Commission will consider the fil-
ings together to be a phased rate in-
crease request.

(b) This policy will not be applied if
the increase is phased:

(1) To coordinate with new facilities
coming on line;

(2) To implement a rate moderation
plan;

(3) To avoid price squeeze;

(4) To comply with a settlement ap-
proved by the Commission; or

(5) If the utility makes a convincing
showing that application of the policy
would be harsh and inequitable and
that, therefore, good cause has been
shown not to apply the policy in the
case.

[52 FR 11, Jan. 11, 1987]



