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| SUMMARY

{1} The Commission modifies and approves the stipulation and
recommendation filed by the signatory parties and authorizes Ohio Power Company
d/b/a AEP Ohio to implement an electric security plan for the period of June 1, 2018,
through May 31, 2024. '

II.  DISCUSSION
A. Procedural History

{92} Ohio Power Company d/b/a AEP Ohio (AEP Ohio or the Company) is
an electric distribution utility (EDU) as defined in R.C. 4928.01(A)(6) and a public utility

as defined in R.C. 4905.02, and, as such, is subject to the jurisdiction of this Commission.

{93} R.C. 4928141 provides that an electric distribution utility shall provide
consumers within its certified territory a standard service offer (SSO) of all competitive
retail electric services (CRES) necessary to maintain essential electric services to
customers, including a firm supply of electric generation services. The SSO may be either
a market rate offer (MRO) in accordance with R.C. 4928.142 or an electric security plan
(ESP) in accordance with R.C. 4928.143.

{94} In Case No. 13-2385-EL-SSO, et al., the Commission modified and
approved AEP Ohio’s appiicaﬁon for an ESP for the period beginning June 1, 2015,
through May 31, 2018, pursuant to R.C. 4928.143. In re Ohio Power Co., Case No. 13-2385-
EL-SSO, etal. (ESP 3 Case), Opinion and Order (Feb. 25, 2015), Second Entry on Rehearing
(May 28, 2015), Fourth Entry on Rehearing (Nov. 3, 2016), Seventh Entry on Rehearing
(Apr. 5,2017). Among other matters, the Commission authorized AEP Ohio to establish
a placeholder Power Purchase Agreement (PPA) Rider and required the Company to
justify any future request for cost recovery in a separate proceeding. ESP 3 Case, Opinion

and Order (Feb. 25, 2015) at 20-22, 25-26.
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{95} In Case No. 14-1693-EL-RDR, et al.,, the Commission modified and
approved a stipulation and recommendation pertaining to AEP Ohio’s proposal to
populate the placeholder PPA Rider approved in the ESP 3 Case. In re Ohio Power Co.,
Case No. 14-1693-EL-RDR, et al. (PPA Rider Case), Opinion and Order (Mar. 31, 2016),
Second Entry on Rehearing (Nov. 3, 2016), Fifth Entry on Rehearing (Apr. 5, 2017). Inthe
stipulation and recommendation, AEP Ohio agreed to file a separate application with the
 Commission requesting that its ESP be extended through May 31, 2024. AEP Ohio also
agreed to include a number of other provisions and features in the application. PPA Rider

Case, Opinion and Order (Mar. 31, 2016) at 27-30.

{96} On May 13, 2016, in the ESP 3 Case, AEP Ohio filed an application and
supporting testimony that would, among other things, extend the term of the ESP
through May 31, 2024.

{97} By Entry dated September 7, 2016, the attorney examiner directed AEP
Ohio to refile its application in the above-captioned cases by September 21, 2016. On
September 19, 2016, and October 25, 2016, the attorney examiner granted AEP Ohio’s
requests for an extension of the filing deadline to October 28, 2016, and November 23,

2016, respectively.

{8} On November 23, 2016, in the above-captioned cases, AEP Ohio filed its
amended application and supporting testimony that, if approved, would modify the
current ESP and extend its term. The proposed ESP (ESP 4) would commence on June 1,
2018, and continue through May 31, 2024.

{19} A technical conference regarding AEP Ohio’s application was held on
December 14, 2016.

{10} By Entry dated February 7, 2017, a procedural schedule was established,

including deadlines for intervention, discovery, and testimony on behalf of intervenors
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and Staff. The Entry also scheduled a prehearing conference to occur on May 23, 2017,

and an evidentiary hearing to commence on June 6, 2017.

{11} On March 7, 2017, the attorney examiner scheduled four local public
hearings, which occurred throughout AEP Ohio’s service territory on April 10, 13,17, and
25,2017.

{12} By Entry dated March 22, 2017, the following parties were granted
intervention in these proceedings: Industrial Energy Users-Ohio (IEU-Ohio); Ohio
Consumers’ Counsel (OCC); Ohio Manufacturers’ Association Energy Group (OMAEG);
Environmental Law and Policy Center (ELPC); Ohio Partners for Affordable Energy
(OPAE); The Kroger Company (Kroger); Buckeye Power, Inc. (Buckeye); Ohio
Environmental Council (OEC); Environmental Defense Fund (EDF); Ohio Energy Group
(OEG); Wal-Mart Stores East, LP and Sam’s East, Inc. (collectively, Walmart); Ohio
Hospital Association (OHA); Paulding Wind Farm 1I LLC (Pauiding); PIM Power
Providers Group and Electric Power Supply Association (P3/EPSA); Natural Resources
Defense Council (NRDC); Interstate Gas Supply, Inc. (IGS); Commerce Energy, Inc.
d/b/a Just Energy (Commerce Energy); Retail Energy Supply Association (RESA);
Dynegy Inc. (Dynegy); Sierra Club; Calpine Energy Solutions, LLC (Calpine); Duke
Energy Ohio, Inc. (Duke); Mid-Atlantic Renewable Energy Coalition (MAREC);
EnerNOC, Inc. (EnerNOC); Electric Vehicle Charging Association (EVCA); and

Constellation NewEnergy, Inc. (Constellation).!

{913} The prehearing conference occurred, as scheduled, on May 23, 2017.

1 Throughout this Opinion and Order, ELPC, OEC, EDF, NRDC, and Sierra Club will be referred to
collectively as the Environmental Intervenors.
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W\l 14}A On June 6, 2017, the evidentiary hearing was rescheduled to commence

on August 8, 2017, in order to afford the parties sufficient time to fully explore the

possibility of reaching a resolution of some or all of the issues raised in these proceedings.

{15} On August 3, 2017, the attorney examiner granted Staff’s motion for
continuance, such that the evidentiary hearing was continued to a date to be determined

in the future. A status conference was also scheduled for August 16, 2017.

{916} The status conference was held, as scheduled, on August 16, 2017. During
the status conference, AEP Ohio indicated that the process of finalizing a settlement

agreement remained ongoing.

{917} On August 25, 2017, AEP Ohio filed a joint stipulation and
recommendation (Stipulation) for the Commission’s consideration, which, if approved,
would resolve all of the issues raised in these proceedings. The Stipulation was signed
by AEP Ohio, Staff, OEG, OHA, MAREC, ELPC, OPAE, EVCA, OMAEG, IGS, OEC, EDF,
RESA, NRDC, Sierra Club, IEU-Ohio, and Constellation (collectively, Signatory Parties).2
Commerce Energy, Walmart, and Kroger indicated in the Stipulation that they are non-

opposing parties.

{918} A prehearing conference was scheduled on August 28, 2017, and occurred
on August 31, 2017.

{919} In order to assist the Commission in its review of the Stipulation, the

attorney examiner established a procedural schedule on September 5, 2017, including an

2 On August 28, 2017, IEU-Ohio and Constellation filed correspondence and signature pages indicating
that they join the Stipulation. On August 30, 2017, OEG filed correspondence indicating that it had
received full client authorization to join the Stipulation and that its signature on the Stipulation should
be considered final.
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evidentiary hearing to commence on November 1, 2017, as well as deadlines for

testimony supporting and opposing the Stipulation.

{920} On September 13, 2017, testimony in support of the Stipulation was filed
by William A. Allen for AEP Ohio, Tamara S. Turkenton and Krystina Schaefer for Staff,
Matthew White for RESA, and Dr. Abdellah Cherkaoui for EVCA. On September 14,
2017, Staff filed the supporting testimony of Jacob J. Nicodemus, along with a motion

seeking leave to file the testimony out of time.3

{§21} On October 11, 2017, testimony in opposition to the Stipulation was filed
by Dr. Daniel J. Duann, James D. Williams, Barbara R. Alexander, David J. Effron, and
Michael P. Haugh for OCC.

{922} The evidentiary hearing commenced on November 1, 2017, and

concluded on November 6, 2017.

_ {923} Initial briefs were filed on November 29 and 30, 2017. Reply briefs were
filed on December 21, 2017. |

1. MOTION FOR RELIEF AND PUBLICATION OF HEARING NOTICE

{9 24) On December 28,2017, AEP Ohio filed a motion stating that the Company
inadvertently failed to publish notice of the public hearings in a newspaper of genefal
circulation in each county in its service territory, as directed in the March 7, 2017 Entry.
AEP Ohio requested that the Commission waive or othérwise grant relief from the
directive to publish notice of the hearings or, alternatively, schedule an additional public
hearing, with notice to be published in each county of the Company’s service territory in
advance of the hearing. OCC filed a memorandum contra AEP Ohio’s motion for relief

on January 12, 2018, and the Company filed a reply on January 16, 2018: By Entry dated

3 The motion was granted during the evidentiary hearing on November 1,2017 (Tr. I at 13).
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January 22,2018, the attorney examiner granted AEP Ohio’s motion for relief to the extent
set forth in the Entry. Specifically, the attorney examiner scheduled a hearing to occur in
Columbus, Ohio on February 12, 2018, and directed AEP Ohio to publish notice of the

hearing in a newspaper of general circulation in each county in its certified territory.

{925} On January 29, 2018, OCC filed an interlocutory appeal, request for
certification to the Commission, and application for review with respect to the January
22, 2018 Entry. AEP Ohio filed a memorandum contra OCC's interlocutory appeal on
February 5, 2018. OCC'’s request for certification of its interlocutory appeal to the

Commission was denied by the attorney examiner on February 8, 2018.

{926} On February 5, 2018, AEP Ohio filed its proofs of publication of notice of
the February 12, 2018 hearing.

{927} The additional hearing occurred, as scheduled, on February 12, 2018.

{928} As a preliminary matter, the Commission finds that the procedural
rulings in the January 22, 2018 Entry and the February 8, 2018 Entry should be affirmed.
R.C. 4928.141(B) directs the Commission to set the time for hearing of an MRO or ESP
filing, send written notice of the hearing to the EDU, and publish notice in a newspaper
of general circulation in each county in the utility’s certified territory. In the January 22,
2018 Entry, the attorney examiner scheduled a hearing for February 12, 2018, and directed
AEP Ohio to publish notice of the hearing in a newspaper of general circulation in each
county in the Company’s certified territory. Written notice of the February 12, 2018
hearing was provided to AEP Ohio and the other parties through service of the January
22,2018 Entry. On February 5, 2018, AEP Ohio filed affidavits confirming that notice of
the February 12, 2018 hearing was published in newspapers of general circulation in each
county in the Company’s certified territory. We, therefore, find that the requirements of

R.C. 4928.141(B) have been met.
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2. MOTION TO REOPEN PROCEEDINGS

{929} OnMarch2,2018, OCC filed a motion to reopen the proceedings pursuant
to Ohio Adm.Code 4901-1-12 and 4901-1-34. OCC asserts that, in light of two recent
developments, the Commissijon should reopen these proceedings, in order to develop a
complete record on issues impacting the rates that customers will pay over a six-year
period under AEP Ohio’s ESP. OCC argues that it has satisfied the standard under Ohio
Adm.Code 4901-1-34 for reopening the proceedings. Initially, addressing the
requirements of Ohio Adm.Code 4901-1-34(A), OCC notes that a final order has not yet
been issued in these cases. Additionally, OCC contends that it has shown good cause for
its motion, citing federal tax changes resulting from the Tax Cuts and Jobs Act of 2017
(TCJA), as well as the Ohio Supreme Court’s decision in In re Rev. of Alternative Energy
Rider Contained in Tariffs of Ohio Edison Co., Slip Opinion No. 2018-Ohio-229 (Ohio Edison
Case). Finally, regarding Ohio Adm.Code 4901-1-34(B), OCC maintains that it has
described the additional evidence that the Commission should accept, as well as shown
that such evidence could not, with reasonable diligence, have been presented earlier in

the proceedings.

{930} In support of its motion, OCC notes that, after the conclusion of the
evidentiary hearing in these cases, the TCJA was enacted, which lowered the federal
corporate income tax rate from 35 percent to 21 percent, effective January 1, 2018. OCC
asserts that AEP Ohio’s proposed rates should, but do not, reflect the lower tax rate, OCC
also emphasizes that AEP Ohio has challenged the Commission’s authority in its
investigation of the TCJA’s impact with respect to both the Company’s base rates and
rider charges. In re the Commission’s Investigation of the Financial Impact of the Tax Cuts and
Jobs Act of 2017 on Regulated Ohio Utility Companies, Case No. 18-47-AU-COI (Tax COI
Case), Entry (Jan. 10, 2018). OCC, therefore, requests that the record be reopened to
permit the parties to address how the lower tax rate established by the TCJA should be

accounted for and reflected in the rates that customers will pay under AEP Ohio’s ESP.
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{931} Further, addressing the Ohio Edison Case, OCC notes that several of AEP
Ohio’s riders are updated on a quarterly basis, subject to an automatic-approval process,
and could become filed rates that cannot later be adjusted based on the results of
Commission-ordered audits. OCC contends that, unless the Commission acts to conform
the riders at issue in these ESP proceedings to the Court’s decision in the Ohio Edison Case,
any subsequent review of the riders could be rendered meaningless and consumers could
be overcharged without any way to be reimbursed. Accordingly, OCC requests that the
Commission reopen the record so that the parties may address how to ensure that

consumers are protected, in light of the Ohio Edison Case.

{932} On March 13, 2018, AEP Ohio filed a memorandum contra OCC’s motion
to reopen these proceedings. AEP Ohio argues that OCC has failed to demonstrate good
cause for its motion. With respect to the TCJA, AEP Ohio responds that, although the
Company agrees that it is necessary and appropriate for the Commission to consider the
impacts of the TCJA, OCC has shown no specific basis for its belief that the riders at issue
in these proceedings will not adequately capture the impacts of tax reform. AEP Ohio
emphasizes that the impact of the TCJA is being addressed both in the Tax COI Case and
the Company’s individual rider proceedings. AEP Ohio notes that, in consultation with
Staff, the Company has already filed tariff language to clarify that the impacts of the TCJA
will flow through the affected riders in due course and that similar language can be
included in the tariffs for any new riders that have a tax component. AEP Ohio adds that
other jurisdictional tax impacts not reflected in current rider mechanisms will be captured
as part of the regulatory liability ordered by the Commission in the Tax COI Case, which
the Company asserts should be further addressed in its next base rate proceeding.
Regarding the Ohio Edison Case, AEP Ohio argues that OCC has failed to explain what
additional process or evidence is required. AEP Ohio maintains that OCC’s concerns can
be addressed through tariff language, as OCC has recognized in other dockets. AEP Ohio

points out that, following discussions with Staff regarding several of the Company’s
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riders, the tariff language has been revised to make clear that each rider is subject to
reconciliation, in accordance with the terms of the Commission’s approval of the rider.
AEP Ohio notes that the Commission can direct that any new riders contain comparable
language. AEP Ohio concludes that, because OCC’s concerns are being resolved in other

dockets, OCC’s motion to reopen these proceedings should be denijed.

{§133} OCC filed a reply in support of its motion on March 20, 2018. Initially,
with respect to the tax changes resulting from the TCJA, OCC notes that AEP Ohio has
argued in the Tax COI Case that the Commission cannot address the tax changes through
its investigation in that case, while simultaneously arguing that the Commission should
not address the tax changes in these ESP proceedings, thus effectively depriving
consumers of due process and the benefit of lower rates. OCC maintains that the impact
of the TCJA should be addressed now in these ESP proceedings, particularly in light of
AEP Ohio’s contention in the Tax COI Case that tax changes should be implemented
through the ESP process. OCC requests that the Commission reopen these proceedings
to address which riders are at issue and how the lowered taxes should be reflected in
those riders. OCC notes that the Commission should specify the mechanics and scope of
the existing and proposed riders, determine how the riders’ revenue requirements are
calculated in light of the tax cuts, and address treatment of accumulated deferred income
taxes. Regarding the Ohio Edison Case, OCC asserts that several issues need to be
addressed on the record, including which riders need to have language to address the
case and what tariff language is appropriate. Additionally, OCC argues that AEP Ohio’s
assertions regarding the Company’s tariff modifications in other dockets are not
supported by the current evidentiary record in these proceedings, which, according to
OCC, underscores its position that the fecord should be reopened for the presentation of

additional evidence.

{934} The Commission finds that OCC’s motion to reopen the proceedings is
unnecessary and should be denied. Although we generally agree with OCC’s position
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that both the TCJA and the Ohio Edison Case are recent developments requiring action by
the Commission to ensure that customers are charged proper rates, we have already
taken steps to address the impact of the federal tax changes, as well as the Court’s
decision in the Ohio Edz’soﬁ Case. The Commission has recently approved new tariff
language proposed by AEP Ohio for many of its riders, which provides that the riders
are subject to reconciliation and adjustment, including, but not limited to, refunds to
customers, based upon the impact of the TCJA, if applicable, as well as the results of
Commission-ordered audits. In re Ohio Power Co., Case No. 14-1693-EL-RDR, et al,,
Finding and Order (Apr. 4, 2018); In re Ohio Power Co., Case No. 15-1052-EL-RDR, Finding
and Order (Mar. 28, 2018); In re Ohio Power Co., Case No. 18-96-EL-RDR, Finding and
Order (Mar. 28, 2018); In re Ohiov Power Co., Case No. 18-191-EL-RDR, Finding and Order
(Mar. 28, 2018); In re Ohio Power Co., Case No. 18-440-EL-ATA, et al., Finding and Order
(Mar. 28, 2018); In re Ohio Power Co., Case No. 17-1156-EL-RDR, Finding and Order (Feb.
28, 2018); In re Ohio Power Co., Case No. 14-1696-EL-RDR, Finding and Order (Feb. 21,
2018).

{935} As OCC acknowledges, the Commission has also initiated an
investigation to consider the impacts of the TCJA, including consideration of the
components of utility rates that will need to be reconciled in light of the TCJA. Tax COI
Case, Entry (Jan. 10, 2018). Interested stakeholders, including OCC, have already filed
comments in the Tax COI Case for the Commission’s consideration. Following our full
consideration of the issues identified by the various stakeholders in the Tax COI Case, all
of AEP Ohio’s riders with a tax component will be subject to adjustment and
reconciliation as a result of that proceeding, as reflected in the Company’s recently
amended tariffs. Although we agree with OCC that customers must receive the full
benefit of the reduction in the federal tax rate, we do not agree that the present
proceedings should be reopened and delayed for this purpose. As noted above, the

Commission has already approved, through other dockets, AEP Ohio’s inclusion of



16-1852-EL-SSO -15-
16-1853-EL-AAM

appropriate tariff language in many of its riders, and we will continue to address this
issue through our resolution of the Tax COI Case and through additional individual rider

proceedings.

{9/ 36} Finally, consistent with this Opinion and Order, we direct AEP Ohio to
include, in its compliance tariffs to be filed for our review and approval, tariff language
providing, to the extent applicable, that its riders are ‘subject to reconciliation and
adjustment, including, but not limited to, refunds to customers, based upon the TCJA or
Commission-ordered audits. Such language should be included, as applicable, in the

tariff for any new or continuing rider.

B.  Applicable Law
{937} R.C. Chapter 4928 provides an integrated system of regulation in which

specific provisions were designed to advance the state policy of ensuring access to
adequate, reliable, and reasonably priced electric service in the context of significant
economic and environmental challenges. In considering these cases, the Commission is
always cognizant of the challenges facing Ohioans and the electric power industry and is

guided by the policy of the state as established by the General Assembly in R.C. 4928.02. -

{938} As noted above, R.C. 4928.141 provides that electric distribution utilities
must provide customers with an SSO, consisting of either an MRO or an ESP. The SSO is
to serve as the electric distribution utility’s default service. R.C. 4928.143 sets forth the

requirements for an ESP.

{939} Additionally, R.C. 4928.143(C)(1) provides that the Commission is
required to determine whether an ESP, including its pricing and all other terms and
conditions, including deferrals and future recovery of the same, is more favorable in the
aggregate as compared to the expected results that would otherwise apply for an MRO
under R.C. 4928.142.
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C. Summary of the Application and Public Testimony

9 40}l Inits application, AEP Ohio requests approval of an ESP that would begin
on June 1, 2018, and continue through May 31, 2024, consistent with the Company’s
commitment in the PPA Rider Case. As part of the ESP, AEP Ohio proposes to continue
or modify a number of established riders, as well as to continue the competitive bidding
process for supplying its SSO load. The application also proposes several new ESP
components. Among other proposals, AEP Ohio seeks approval to transition from using
its Ohio Valley Electric Corporation (OVEC) entitlement as the basis for the PPA Rider to
using the OVEC purchased power to serve a portion of the Company’s SSO load. AEP
Ohijo also seeks to establish several new riders, including the following: Competition
Incentive Rider (CIR) and SSO Credit Rider (SSOCR) to incent shopping and account for
costs associated with providing retail electric service that are not reflected in SSO rates;
Renewable Generation Rider (RGR) to recover costs associated with new renewable
energy generating facilities; and Distribution Technology Rider (DTR) to recover costs
associated with electric vehicle (EV) charging stations, microgrids, and smart lighting
controls, as well as the deployment of a new communication system and enhancement of
the security of the Company’s critical distribution infrastructure. In addition, AEP Ohio
seeks to establish a Submetering Rider, Plug-In Electric Vehicle (PEV) tariff, Light
Emitting Diode (LED) tariff, and Automaker Credit Rider. Finally, AEP Ohio proposes
to phase in an increase to its customer charge, with an offsetting reduction in the energy
charge. (Co. Ex. 3 at 1, 9-10, 11, 12-13, 14-15, 17.) As noted above, AEP Ohio and
numerous other parties filed a Stipulation, which recommends that the Commission
modify and adopt the Company’s application as set forth in the Stipulation (Joint Ex. 1 at
3).

{941} At the local public hearings held in April 2017, nearly 50 individuals
expressed their views regarding AEP Ohio’s ESP application. In addition to this

testimony, numerous public comments were filed in these cases. The majority of the
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public testimony and comments raised opposition to AEP Ohio’s proposal in the
application to modify its residential rate design, although many individuals expressed
support for the Company’s plans to develop new renewable energy resources. At the
additional hearing on February 12, 2018, ten individuals testified in support of various
provisions in the Stipulation, including proposals related to new renewable energy
resources, microgrids, and EV charging stations, as well as the withdrawal of the

proposed modification to the rate design.

D.  Summary of the Stipulation

{942} As stated previously, on August 25, 2017, a Stipulation was filed for the
Commission’s consideration. The Stipulation notes that it was intended by the Signatory
Parties to resolve all of the issues raised in these proceedings through the amended
application filed by AEP Ohio on November 23, 2016 (Joint Ex. 1 at 1). The following is a

summary of the Stipulation and is not intended to supersede or replace the Stipulation.

1. EXTENDED ESP

|9/43} TheSignatory Parties recommend that the Commission modify and adopt
the amended application in these cases as set forth in the Stipulation. The term of the ESP
will be extended through May 31, 2024. The Signatory Parties recommend that the
Commission find that the amended application meets the SSO filing requirements and
that the Commission should grant any needed waivers. As set forth below, the Signatory
Parties recommend that the Commission find that the statutory MRO test continues to be
fulfilled for the extended ESP. Further, the Signatory Parties recommend, consistent with
the amended application and supporﬁng testimony,# that the Commission approve all
necessary and appropriate accounting authority to implement the riders and rate

mechanisms being recommended through the Stipulation. (Joint Ex. 1 at 3-4.)

4 For this purpose, the question and answer found in AEP Ohio witness Moore's filed testimony at page
27, line 18 through page 28, line 12 shall be disregarded.
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2. CUSTOMER CHARGE

{944} The current residential rate design shall stay in effect until the next
distribution rate case (AIR). In its next AIR case, AEP Ohio intends to propose a new
customer charge and a straight fixed variable (SFV) design for residential customers
using test year data and incorporating the ability for those residential customers with
smart meters to utilize demand as well as commodity usage data. All parties reserve the

right to contest any of AEP Ohio’s proposals in the next AIR filing. (Joint Ex. 1 at4.)

3. DISTRIBUTION INVESTMENT RIDER AND AIR CASE COMMITMENT

{§ 45} In order to help address concerns about some of the distribution riders
becoming excessive and to recalibrate the costs being reflected in base rates versus riders,

AEP Ohio agrees to file a base distribution case by June 1, 2020 (Joint Ex. 1 at 4).

{f46] The Distribution Investment Rider (DIR) will continue through the
extended ESP term, subject to the conditions noted below. The DIR is updated quarterly
with rates effective 60 days after filing unless otherwise ordered by the Commission. The
DIR will continue to be subject to an annual compliance audit, which may be conducted
by an independent auditor under the direction of Staff, the cost of which will be
recoverable through the DIR. The annual authorized DIR revenue caps will be modified
as follows. The calendar 2018 DIR revenue cap will be $215 million, which will increase

| to $240 million in 2019, $265 million in 2020, and, unless otherwise changed by the 2020
AIR rate case order, $290 million in 2021. Starting in 2019, the unused revenue cap from
the prior year will be limited up to $5 million for carryover to the following year (e.g., the
2019 cap could be up to $245 million if there is a $5 million or more unused revenue
requirement® from 2018; the 2020 cap could be up to $270 million if there is a $5 million
or more unused revenue requirement from 2019; etc.). If in any year, the unused revenue

cap is greater than $5 million, the revenue cap for the subsequent year(s) will be lowered

5 This refers to unspent funds, not uncollected funds.
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by any amount greater than $5 million. If no distribution rate case application is filed by
June 1, 2020, the DIR mechanism will sunset on December 31, 2020, and the DIR revenue
cap for 2021 and beyond will be zero. It is contemplated that new distribution rate cases
will be filed every fifth year following the next AIR case filing, at which time the DIR
baseline, if the DIR is st_ill in use, will be reset in a manner consistent with the new rate

base. (Joint Ex.1at4-5.)

1947} The Residential Distribution Credit Rider (RDCR) will be continued
without change until new rates are effective as a result of the AIR rate case order. The $1
million annual funding of the Neighbor-to-Neighbor program will also continue for the
same period. In the AIR case, parties can propose that the credit and the Neighbor-to-
Neighbor funding continue to be reflected in rates. (Joint Ex. 1 at5.)

{948} The proposal to adjust the DIR revenue requirement by the theoretical
reserve amortization established in Case No. 11-351-EL-AIR, et al., will be adjusted as
follows. Effective January 1, 2018, AEP Ohio will update its depreciation rates to those
rates indicated by the November 29, 2016 Depreciation Study (filed in Case Nos. 13-2385-
EL-SSO, et al.) and will amortize the theoretical reserve irﬁbalance of approximately $240
million indicated by the Depreciation Study, adjusted for the 2016 and 2017 amortization
and a reallocation based on the retirement of non-advanced metering infrastructure
meters, pursuant to the amortization schedule in Attachment A to the Stipulation. AEP
'Ohio commits to submit to Staff an updated theoretical reserve study every year prior to
the rate case. AEP Ohio also commits that, for any reserve under accrual, there will not
be any amortization to correct it until either the next two rate cases or the reserve recovers
from the acceierated gridSMART generated retirements, whichever happens first. (Joint
Ex.1at5-6.)

{949} Upon approval of the Stipulation, the return on equity (ROE) of 10.0

percent will prospectively be used for all riders that have a capital component until new
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rates are effective with a new authorized ROE under the next AIR rate case order. If AEP
Ohio completes a new long-term debt financing or refinancing prior to the next base rate
case, the Company agrees to update its weighted average cost of capital (WACC) rate
within 90 days of closing for such transaction (to the extent such an update would be
favorable fo ratepayers).® Subject to such update, the pre-tax weighted costs of capital
will be 10.82 percent as reflected in Attachment B. AEP Ohio’s cost of capital will be
updated based on the outcome of the next AIR case. This provision is a one-time
concession for purposes of resolving the issues in these cases without precedent in any

future proceeding. (Joint Ex. 1 at6.)

4, RENEWABLE GENERATION RIDER

{950} The current PPA Rider was established to fund new renewable generation
projects subsequently approved by the Commission and recover the net costs associated
with OVEC in Case No. 14-1693-EL-RDR, et al. For transparency and to better distinguish
the separate issues relating to new renewable projects, the Signatory Parties agree to
separate recovery for costs associated with the renewable generation from the net costs
associated with OVEC by creating a separate nonbypassable RGR.” As part of approving
the placeholder RGR in these cases, the rate design (uniform per kilowatt hour (kWh)
charge or credit for all monthly consumption up to 833,000 kWh per customer account
for the life of each RGR project®) and the requirements of the Commission-ordered PPA
conditions in Case No. 14-1693-EL-RDR, et al., will be followed, including the wholesale
sale of the renewable generation, the auditing principles, cost exclusions, and the netting

of revenues to costs of the generation. If activated by a Commission order authorizing

6  AEP Ohio is anticipating refmancmg of long-term debt in 2018.

7 ELPC takes no position on the RGR proposal. IEU-Ohio takes no position supporting or opposing
approval of the RGR proposal other than the recommended rate design of the rider, which it supports.
OMAEG does not support this provision, but agrees not to oppose it as part of the Stipulation as a
package.

8  The project life refers to the recovery life of the project that shall be determmed by the Commission as
part of each project’s individual case filing.
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specific project(s), the RGR will be updated quarterly and rates automatically approved
30 days after the filing unless suspended. The cost will be subject to an annual audit for
prudency, and no carrying charges will be imposed on over/under recoveries due to
quarterly collections. All parties reserve their right to contest individual renewable
projects being proposed by AEP Ohio under Sections II1.D.2 and III.D.3 of the Stipulation,
including the right to challenge the Company’s statutory authority to propose such
projects, or other projects using the RGR for collection.? (Joint Ex. 1 at 7-8.)

{51} AEP Ohio in its RGR project application(s) to the Commission will
provide that Staff has full audit rights over the cost of the renewable energy and the
revenue obtained from selling the renewable energy in the wholesale market. In making
EL-RDR filings under the RGR to seek approval for specific renewable projects, AEP Ohio
will demonstrate that the criteria in R.C. 4928.143(B)(2)(c) are met. AEP Ohio may either
own or operate the projects being submitted for approval under R.C. 4928.143(B)(2)(c),
but AEP Ohio agrees that Company-owned projects will not serve load and are not

eligible for the separate reasonable arrangement filing described below. (Joint Ex. 1 at8.)

1§52} Asanadditional option that is separate from the EL-RDR filing described
above, AEP Ohio may seek approval for réasonable arrangement(s) under R.C. 4905.31,
as follows. For a renewable project owned by an AEP affiliate or other non-affiliate entity
and operated by AEP Ohio (through a long-term PPA by AEP Ohio under the 900
megawatt (MW) commitment from Case No. 14-1693-EL-RDR, et al.), the Company may
propose that some or all of the project’s output be purchased through a bilateral contract
with a retail customer conditioned upon approval by the Commission as a reasonable
arrangement under R.C. 4905.31. Such reasonable arrangement filings may be proposed

either through a companion filing to the EL-RDR or through a subsequent filing during

This paragraph does not address the effect of a Supreme Court of Ohio decision regarding the
lawfulness of the PPA rider as challenged in Case Nos. 2017-749 or 2017-752.
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the term of cost recovery after a project has been approved. Prior to becoming effective,
such a reasonable arrangement proposal must be approved by the Comnﬁssion under
R.C. 4905.31. If approved, the resulting revenues from such reasonable arrangement(s)
will be credited against the cost for recovery in lieu of revenues being applied if the
output were liquidated in the wholesale market under the RGR. The Commission’s
approval or disapproval of such a reasonable arraﬁgement for a retail customer is
separate and distinct from the Commission’s approval of the underlying project under
the RGR. By agreeing to this provision, no Signatory Party gives up any right to challenge
any aspect of such a future filing. In addressing the reasonable arrangement proposal,
the Commission shall determine Whether there is any delta revenue to be included in the
Economic Development Rider (EDR) and/or what revenues received under the

reasonable arrangement should be credited against the RGR.10 (Joint Ex. 1 at 8-9.)

5. OVEC RECOVERY

{53} AEP Ohio will retain the status quo recovery of OVEC costs through the
non-bypassable PPA Rider through the extended ESP term, absent legislation that
provides an alternative recovery opportunity, including all requirements listed in the
Commission’s orders in Case No. 14-1693-EL-RDR, et al.1! The PPA Rider will include
the credit agreed to in Case No. 14-1693-EL-RDR, et al., pro-rated based on AEP Ohio’s
OVEC percentage of MWs compared to the original MWs to be included in the PPA
Rider. The PPA Rider will continue to be updated quarterly and rates automatically
approved 30 days after the filing unless suspended. The costs included in the PPA Rider

will continue to be subject to an annual audit for prudency, and no carrying charges will

10 The RGR rate design set forth in Section H.D.1 of the Stipulation shall be preserved.

11 EDF and OEC were not signatory parties to the stipulation in Case No. 14-1693-EL-RDR, et al., which
approved recovery of OVEC costs through the nonbypassable PPA Rider. EDF and OEC do not
independently support extension, but agree not to oppose this provision as part of the Stipulation. IGS
and IEU-Ohio take no position regarding approval of Section IILE of the Stipulation, but agree not to
oppose it. OMAEG does not support this provision, but agrees not to oppose it as part of the Stipulation
as a package. These parties’ non-opposition shall not be relied upon in any other forum or proceeding.
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be imposed on over/under recoveries due to quarterly collections. Should the current
PPA recovery mechanism be significantly altered by a court order and remanded back to
the Commission, the parties who are signatory parties to both the settlement in these
proceedings and the settlement in the PPA Rider proceedings agree to meet and discuss
development of a lawful contingency plan for OVEC cost recovery that, if possible,
closely achieves the current cost and recovery results of the PPA Rider to both customers
and AEP Ohio.12 If such recovery of OVEC costs is not achieved as a result of that process,
AEP Ohio may apply to the Commission to amend or terminate the extended ESP. AEP
Ohio will continue reasonable efforts to explore divestiture of the OVEC contractual
entitlement and report by June 30 annually. If AEP Ohio is able to divest the OVEC
contractual entitlement, the PPA Rider will terminate upon final reconciliation of pre-

transfer cost recovery. (Joint Ex. 1at9-10.)

6. SMART CITY RIDER AND POWERFORWARD RIDER

{954} The proposed DTR will be withdrawn. The withdrawal of the DTR at this
time does not waive AEP Ohio’s ability to seek recovery of such investments through

current or future rates. (Joint Ex. 1 at 10.)

{955} A new Smart City Rider (SCR) shall be established to collect funds for
projects specifically authorized under the Stipulation. The SCR will sunset after four
years except for true up and corrections that occur after the sunset from activities and
expenses incurred during the four-year term. The SCR will be updated quarterly.
Updated rates will become effective 30 days after filing unless otherwise ordered by the
Commission. The rider will be populated based on actual spend, the cost will be subject
to an annual audit for prudency, and no carrying charges will be imposed on over/under

recoveries due to quarterly collections. The capital reflected in the rider will be based on

12 Parties that were not signatory parties to both the Stipulation and the stipulation in Case No. 14-1693-
EL-RDR, et al,, will not participate in developing a contingency plan in the event the PPA recovery
mechanism is altered and remanded back to the Commission. ‘
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net plant in service. The SCR will include a gross up for commercial activities tax and

uncollectibles until the rate case. (Joint Ex. 1 at 10-11.)

{956} The SCR revenue requirement will be allocated to residential versus
nonresidential customers based on the percentage of base distribution revenue and
charged bn a per customer basis. As illustrated in Attachment C to the Stipulation, the
total amount that could be charged through the SCR would be $21.1 million, including
the microgrid costs outlined below, EV rebates, administration fee, and research and

development costs. (Joint Ex. 1 at 11.)

{957} A PowerForward Rider shall be approved for the extended ESP term,
with the initial value being zero. The PowerForward Rider shall be eligible for activation
and implementation based on findings and/ or directives made by the Commission in the
PowerForward initiative. AEP Ohio may make an EL-RDR filing to activate the
PowerForward Rider based on the Commission’s findings and/or directives in the
PowerForward initiative and all parties reserve their right to challenge the Company’s
filing. The rate design and filing mechanics of the PowerForward Rider will be

determined by the Commission upon being activated. (Joint Ex. 1at11.)

7. MICROGRID TECHNOLOGY DEMONSTRATION

{58} The parties recommend to the Commission approval of a microgrid
project. The parties agree to the establishment of one or more demonstration microgrid
projects with a completed cost of no more than $10.5 million to be recovered through the
SCR. The demonstration microgrids will target non-profit, public-serving AEP Ohio
customers such as fire and police stations, municipal facilities, medical facilities, social
service agencies, emergency shelters, and water and sewer infrastructure facilities. AEP
Ohio will, in accordance with a public process, provide for the design and sharing of
information from the demonstration projects. A public-serving customer may apply to

host, own, and maintain the microgrid generator/battery facility. As part of this
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demonstration, AEP Ohio may pursue development of a microgrid with additional AEP
Ohio customers (that are not public-serving or non-profit) but the costs eligible for
recovery for this microgrid will be limited to EDU investments on the distribution system
and costs incurred on the Company’s side of the meter. The location of this additional
microgrid will be based on a competitive process and Staff will have the right to reject
the site selection if it is not in the public’s interest. Without prejudice to future projects
or the outcome of the PowerForward proceed