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Q.

BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO
DIRECT TESTIMONY OF
WILLIAM A. ALLEN
ON BEHALF OF

OHIO POWER COMPANY
PLEASE STATE YOUR NAME, POSITION, AND BUSINESS ADDRESS.
My name is William A. Allen. | am employed by the American Electric Power Service
Corporation (AEPSC) as Managing Director of Regulatory Case Management.
ARE YOU THE SAME WILLIAM A. ALLEN WHO PREVIOUSLY FILED
TESTIMONY IN THIS PROCEEDING?
Yes. | provided direct testimony, as well as rebuttal testimony, supporting Ohio Power
(“AEP Ohio” or “Company”) Company’s amended application that was pre-filed on May
15, 2015.
WHAT IS THE PURPOSE OF YOUR TESTIMONY?
The purpose of my testimony is to sponsor, summarize and support the Stipulation and
Recommendation filed on December 14, 2015, in this proceeding for the Commission’s
consideration. My testimony discusses the criteria that the Commission typically uses when
considering settlement agreements and explains how the Stipulation in this proceeding
meets those criteria.  Specifically, my testimony supports the conclusion that the
Stipulation:

(1) is the product of serious bargaining among capable, knowledgeable parties;

(2) does not violate any important regulatory principle or practice; and

(3) as a package, benefits rate payers and the public interest.
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DID YOU PARTICIPATE IN THE NEGOTIATIONS WHICH LED TO THE
STIPULATION BEING SUBMITTED FOR CONSIDERATION AND APPROVAL
BY THIS COMMISSION?

Yes. | attended the settlement meetings held at the offices of the Commission, as well as
several meetings with individual parties in this case, that led to the proposed stipulation.
The Stipulation is attached as Settlement Exhibit WAA-1 to this testimony.

WHO ARE THE SIGNATORY PARTIES TO THE STIPULATION?

The signatory parties, who represent a variety of diverse interests, include Ohio Power
Company (AEP Ohio); the Staff of the Public Utilities Commission of Ohio (Staff); low
income customer advocates — Ohio Partners for Affordable Energy; industrial and
commercial advocates — the Ohio Energy Group (whose members include AK Steel
Corporation, ArcelorMittal, USA, E.I. DuPont de Nemours and Company, Ford Motor
Company, Linde, Inc., POET Biorefining, Praxair Inc., The Timken Company, and
Worthington Industries; commercial customers — the Ohio Hospital Association;
competitive retail electric suppliers — Interstate Gas Supply, Inc., Direct Energy Services,
LLC and First Energy Solutions Corp.; environmental advocates — the Mid-Atlantic
Renewable Energy Coalition and the Sierra Club; and generator — Buckeye Power.
PLEASE PROVIDE AN OVERVIEW OF THE STIPULATION.

The provisions of the Stipulation expand and enhance the benefits to rate payers identified
in the Company’s Amended Application and address concerns raised by the Staff and other
parties in this proceeding. This stipulation is supported by a broad and diverse group of

stakeholders. This plan represents compromises by the AEP Ohio and the other Signatory
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Parties and provides for a balanced outcome for all stakeholders. The stipulation is divided
into four primary sections:

1) Introduction;

I1) Recitals;

I11) Joint Recommendations of Signatory Parties; and

IV) Procedural Matters.
My testimony sponsors the entire stipulation but will focus on summarizing the Joint
Recommendations of the Signatory Parties.
PLEASE DISCUSS THE “ADDITIONAL TERMS AND CONDITIONS OF THE
PPA RIDER” PROVISIONS OF THE STIPULATION (SECTION IIl.A at 4).
In this section the Signatory Parties agree that it would be prudent for AEP Ohio to sign a
Revised Affiliate PPA with a reduced term of approximately eight and a half years (through
May 31, 2024) with a reduced return on equity (“ROE”) of 10.38% that is fixed for the term
of the PPA and that the net credits or costs of the Revised Affiliate PPA should be included
in the PPA Rider (Section 111.A.1 at 4). The application included a term through the life of
the Affiliate PPA units and a ROE with a range up to a 15.9% ROE. The Stipulation also
includes an agreement that the net credits or costs associated with AEP Ohio’s OVEC
entitlement should also be included in the PPA Rider (Section 111.A.2 at 5). In addition, the
Signatory Parties agree that the initial PPA Rider rate will be based upon a $4 million credit
for 2016 (annualized) (Section I11.A.4 at 6).

To provide an assurance of AEP Ohio’s commitment to exercise its contractual rights

under the Revised Affiliate PPA to in a manner that ensures the PPA units are managed

efficiently, cost effectively and with maximum market profitability, AEP Ohio agreed to
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provide credits to customers that could amount to $100 million during the last four years of
the PPA (Section I11.A.3 at 5-6).
PLEASE SUMMARIZE THE “FEDERAL ADVOCACY” PROVISIONS OF THE
STIPULATION (SECTION I11.B at 9).
This section outlines advocacy commitments by AEP Ohio. Specifically, AEP Ohio
commits to proactively and cooperatively work to improve the PJIM markets and advance
initiatives that will ultimately benefit retail customers in Ohio. These commitments include
advocating for market enhancements, including a longer-term capacity product and
providing the Commission an annual update on the state of the wholesale markets from AEP
Ohio’s perspective (Sections 111.B.1 and 2).
PLEASE SUMMARIZE THE “EXTENSION OF ESP I11” PROVISIONS OF THE
STIPULATION (SECTION II11.C at 10-13).
In this section of the Stipulation AEP Ohio commits to file a separate application with the
Commission by April 30, 2016, requesting that its current ESP be extended by an additional
six years through May 31, 2024 — the term of the Revised Affiliate PPA. This section also
includes several provisions of the extended ESP that will be included in that application.
These provisions include the following areas:

1. A proposal for extension of riders and tariffs relating to the expanded ESP term,

including but not limited to the terms and conditions of the Distribution Investment
Rider (DIR);
2. Additional funding commitments relating to the expanded ESP term;

3. A proposal to extend the competitive bidding process for SSO procurement;
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4. An analysis and proposal relating to the significantly excessive earning test (SEET)
for the extended ESP term;

5. An analysis for the statutory market rate offer comparison test;

6. Extension of the IRP tariff and credit for the full expanded ESP as well as an increase
in the IRP credit from $8.21/kW-month to $9/kW-month starting in June 2018
extending through the remainder of the ESP term;

7. An automaker credit to support increased utilization or expansion of automaker
facilities in the Company’s service territory;

8. A pilot mechanism allowing GS-3 and GS-4 customers with interval metering
capability to opt-in to a transmission tariff rate based upon each eligible customers
single annual transmission coincident peak demand; and

9. A pilot program that establishes a bypassable Competition Incentive Rider (CIR) as
an addition to the SSO shopping rate above the auction price with the purpose of
incenting shopping and recognizing that there may be costs associated with providing
retail electric service that are not reflected in SSO bypassable rates.

With the exception of those items listed above, the Company agrees not to propose any
changes relating to the current ESP term (though May 2018) for the riders and tariffs
approved in the ESP |11 order, as part of this extension filing. In addition, the Company
agrees not to renew proposals for riders or tariffs that are ultimately rejected in the ESP 111
Orders for both the current and extended ESP term.

PLEASE SUMMARIZE THE “ADDITIONAL AEP OHIO COMMITMENTS”

PROVISIONS OF THE STIPULATION (SECTION I11.D at 13-28).



A. This section of the stipulation details commitments that AEP Ohio is making as part of the
overall package provided by the Stipulation, contingent on approval of the stipulation and
cost recovery as appropriate:

1. AEP Ohio will make a shareholder-funded donation of $500,000 to the research and
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development program for clean energy technology at an Ohio public higher educational

institution (Section 111.D.1 at 13);

. AEP Ohio will further work with its partner the Ohio Hospital Association (OHA) on an

annual energy efficiency program targeted at hospital facilities in the AEP Ohio territory
in a manner that is consistent with the Company’s existing EE/PDR plan. The Company
also commits to update alternate feed service rates for OHA members to a uniform
$2.50/kW-month (Section 111.D.2 at 13-15);

In 2016 Ohio Partners for Affordable Energy (OPAE) will receive $200,000 to provide
direct assistance with the approved Community Assistance Program within the
Company’s EE/PDR Plan (Section 111.D.3 at 15-16);

For 2017 OPAE will manage and administer the CAP within AEP Ohio’s EE/PDR Plan

(Section 111.D.3 at 16);

. 50% of the EE/PDR rider costs for transmission and sub-transmission voltage customers

will be transferred to the EDR rider through May 31, 2024 (Section 111.D.4 at 16);

. 50% of the IRP credits from the EE/PRD rider will be transferred to the EDR rider

through May 31, 2024 (Section 111.D.5 at 16);

. AEP will maintain a nexus of operations (including employees) in Ohio related to

operation and support for the PPA Units and intends to maintain its corporate

headquarters in Ohio for the duration of the PPA Rider (Section I11.D.6 at 16);
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AEP Ohio commits to work with Staff and Signatory Parties on a two year Pilot Supplier
Consolidated Billing Program for any CRES provider that is a Signatory Party (Section
111.D.7 at 16-19).

AEP Ohio will file a proposal in the Commission’s Market Development investigatory
docket proposing a pilot program to establish an EDU Vendor call transfer and
enrollment process (Section 111.D.8 at 19).

AEP Ohio will convert Conesville Units 5 and 6 to natural gas co-firing by December 31,
2017 subject to cost recovery and regulatory approvals (Section 111.D.9 at 19-20);
Conesville Units 5 and 6 will retire, refuel or repower to 100% natural gas by December
31, 2029 subject to potential extension under a reliability must run arrangement (Section
111.D.9 at 20);

Cardinal Unit 1 will retire, refuel or repower to 100% natural gas by December 31, 2030
subject to potential extension under a reliability must run arrangement (Section 111.D.10
at 20);

AEP Ohio and its affiliates will provide information in a Commission docket with the
purpose of identification and timely removal of barriers to retiring, refueling or
repowering Conesville Units 5 and 6 by December 31, 2029 and Cardinal Unit 1 by
December 31, 2030 (Section 111.D.11 at 21-23);

AEP Ohio and its affiliates will provide information in a Commission docket with the
purpose of identification and timely removal of barriers to retiring, refueling or
repowering the co-owned units (Conesville Unit 4, Zimmer Unit 1; Stuart Units 1-4 and

the OVEC units) (Section 111.D.12 at 23-26);
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15. AEP Ohio will propose in Case No. 13-1939-EL-RDR - through settlement efforts — to
deploy 160 circuits of Volt/VVAR Optimization and to include a future proposal to deploy
all cost effective Volt/VAR technology (Section 111.D.13 at 26-27);
16. AEP Ohio will form a working group to discuss a pilot program to include EE projects in
future SSO auctions (Section 111.D.14 at 27-28); and
17. AEP Ohio will develop and submit for Commission approval a 2017-2019 EE/PDR plan
to achieve and energy savings goal of 1.33% annually and a demand reduction goal of
0.75% annually (Section 111.D.15 at 28).
PLEASE SUMMARIZE THE “CARBON REDUCTION PLAN” PROVISIONS OF
THE STIPULATION (SECTION I11.E at 28-29).
In this section of the stipulation AEP Ohio commits to file a carbon reduction plan by
December 31, 2016, indicating how the Company and its affiliates intend to promote fuel
diversification and carbon emission reductions.
PLEASE SUMMARIZE THE “FUEL DIVERSIFICATION” PROVISIONS OF THE
STIPULATION (SECTION III.F at 29).
In this section of the stipulation AEP Ohio commits to implement programs to promote fuel
diversity and carbon emission reductions to address potential future environmental
regulations, including an analysis of the economic impact of any proposals for the
Commission’s consideration.
PLEASE SUMMARIZE THE “GRID MODERNIZATION” PROVISIONS OF THE
STIPULATION (SECTION I111.G at 29-30).
In this section of the stipulation AEP Ohio commits to explore avenues to empower

customers through grid modernization initiatives that promote customer choice in Ohio.
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AEP Ohio will file a grid modernization business plan by June 1, 2016 that highlights future
grid modernization initiatives including but not limited to 1) installing advanced metering
infrastructure; 2) investing in distribution automation circuit reconfiguration; 3) pursuing
Volt/VAR optimization; 4) removing obstacles to distributed generation; and 5) net
metering tariffs.

PLEASE SUMMARIZE THE “BATTERY TECHNOLOGY” PROVISIONS OF THE
STIPULATION (SECTION I11.H at 30).

In this section of the stipulation AEP Ohio commits include battery resources in future
filings as an element of the provision of distribution service.

PLEASE SUMMARIZE THE “ENVIRONMENTAL AND RENEWABLE ENERGY
PROJECTS” PROVISIONS OF THE STIPULATION (SECTION II1.1 at 30-32).

In this section of the stipulation AEP Ohio commits to develop 500 MW of wind energy
projects and 400 MW of solar energy projects in Ohio, subject to Commission approval and
full cost recovery. The projects will be proposed over the next five years with the goal of
having the projects completed by 2021. The rate design to be used for recovery of any net
costs or credits associated with the projects shall be a uniform per kWh charge for all
monthly consumption up to 833,000 kWh per customer account over the life of the projects.
PLEASE SUMMARIZE THE “TRANSITION PROVISION” SECTION OF THE
STIPULATION (SECTION I111.J at 32-33).

This section of the stipulation describes the conditions of transition or termination of the
ESP agreed to by the signatory parties. Specifically, this section provides that termination
of the ESP shall not affect continued cost recovery under the PPA Rider or the Distribution

Investment Rider.
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PLEASE SUMMARIZE THE “THREE-PART TEST FOR COMMISSION
APPROVAL” SECTION OF THE STIPULATION (SECTION I111.K at 33).
This section of the stipulation states that the Signatory Parties agree that the stipulation
satisfies the three-part test traditionally used by the Commission to consider stipulations as |
further support elsewhere in my testimony.
PLEASE SUMMARIZE THE “MRO TEST RESULTS” SECTION OF THE
STIPULATION (SECTION III.L at 34).
This section of the stipulation states that the Signatory Parties agree that the stipulation
preserves and advances the results of the MRO vs. ESP test as found in the ESP 111 Order.
WHAT IS THE STANDARD THAT THE COMMISSION HAS USED WHEN
CONSIDERING APPROVAL OF A STIPULATION?
My understanding, and as advised by counsel, the Commission typically weighs adoption of
stipulations it is presented for consideration by applying a three part test for review. The
questions that the Commission considers, as | understand it, are:

(1) is the Stipulation is a product of serious bargaining among capable, knowledgeable

parties representing diverse interests?;

(2) does the stipulation violate any important regulatory principle or practice?; and

(3) does the stipulation, as a whole, benefits customers and the public interest?

Q. DOES THE PROPOSED STIPULATION IN THIS PROCEEDING SATISFY THE

ABOVE CRITERIA?

A. Yes, it does.

10
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IS THE STIPULATION SUBMITTED IN THIS CASE THE PRODUCT OF
SERIOUS BARGAINING AMONG CAPABLE AND KNOWLEDGABLE
PARTIES?

Yes. The Stipulation that has been proposed in this case is the result of a lengthy process of
negotiation involving experienced counsel representing members of many stakeholder
groups. The Parties met with the Company prior to the evidentiary hearing to discuss areas
of potential settlement. The Parties then participated in a month of evidentiary hearing from
September 28, 2015 through the rebuttal testimony on November 3, 2015. On November
19, 2015 the Attorney Examiner granted the Staff’s motion to extend the briefing schedule
in this case so that the Parties could work on a settlement agreement. Then the Parties met
and communicated over the next three week-period leading to the Signatory Parties
agreeing to the proposed Stipulation filed on December 14, 2015.

During this last phase of negotiations the Parties had the advantage of prior
discussions and a full evidentiary hearing. The hearing included the testimony of eleven
Company witnesses, one Staff witness, and twenty-five witnesses representing other parties
to the case. This hearing was a culmination of an application that was originally filed on
October 3, 2014 and was amended on May 15, 2015 to include the OVEC entitlements
along with the affiliate units, as well as to address criteria required by the Commission in
the Company’s ESP 11l order of February 25, 2015. From the date of the original filing, up
until the hearing, the Company responded to over 1,100 data requests, and supplemented
over 70 data requests upon filing its amended application. The parties involved in these

negotiations were capable and knowledgeable about the issues raised in this case.

11
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DOES THE STIPULATION VIOLATE ANY IMPORTANT REGULATORY
PRINCIPLE OR PRACTICE?

No. The Stipulation does not violate any important regulatory principle or practice. The
terms of the Stipulation represent a compromise of the Signatory Parties. None of the
individual provisions of the Stipulation is inconsistent with or violates any important
Commission principle or practice. On the contrary, the compromise reached by the diverse
set of Signatory Parties results in a Stipulation that promotes a number of the state policies

expressed in Ohio Revised Code 4928.02, including:

(A) Ensure the availability to consumers of adequate, reliable, safe,
efficient, nondiscriminatory, and reasonably priced retail electric service;

(B) Ensure the availability of unbundled and comparable retail electric
service that provides consumers with the supplier, price, terms, conditions,
and quality options they elect to meet their respective needs;

(C) Ensure diversity of electricity supplies and suppliers, by giving
consumers effective choices over the selection of those supplies and
suppliers and by encouraging the development of distributed and small
generation facilities;

(D) Encourage innovation and market access for cost-effective supply- and
demand-side retail electric service including, but not limited to, demand-
side management, time-differentiated pricing, waste energy recovery
systems, smart grid programs, and implementation of advanced metering
infrastructure;

(E) Encourage cost-effective and efficient access to information regarding
the operation of the transmission and distribution systems of electric
utilities in order to promote both effective customer choice of retail electric
service and the development of performance standards and targets for
service quality for all consumers, including annual achievement reports
written in plain language;

(J) Provide coherent, transparent means of giving appropriate incentives to

technologies that can adapt successfully to potential environmental
mandates;

12



N -

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

(L) Protect at-risk populations, including, but not limited to, when
considering the implementation of any new advanced energy or renewable
energy resource;

(N) Facilitate the state's effectiveness in the global economy.

The Stipulation goes beyond not violating any important regulatory principles or
policies. The Stipulation advances important regulatory policies and principles. For
example, the Stipulation provides a hedge against rising energy prices, promotes
competitive service offerings and diversity of suppliers to provide options to customers to
meet their respective needs. The terms of the Stipulation promote advancements in
technology for infrastructure and to provide efficient access to information. Likewise the
terms of the Stipulation increases energy efficiency and a partnership with the low income
customer advocate as energy efficiency efforts are implemented. The Signatory Parties also
address and resolve other regulatory matters often considered by the Commission. For
instance, the Signatory Parties clarify the fact that the Stipulation advances the positive
results found in the ESP 111 Order relating to the MRO test under R.C.

4928.143(C). Likewise, the Stipulation contemplates the use of an extended ESP term to
address matters for Commission consideration. All of these matters are benefits of the

Stipulation, as discussed below, but also promote important regulatory principles and

practices as incorporated by the Signatory Parties in the Stipulation.

SPECIFICALLY REGARDING THE THIRD CRITERIA, PLEASE EXPLAIN HOW
THE STIPULATION BENEFITS CUSTOMERS AND THE PUBLIC INTEREST.

The Stipulation is designed to provide adequate, safe, reliable, and predictably priced
electric service, and more importantly, the Stipulation supports economic development and

job retention here in Ohio. The Affiliate PPA and the PPA Rider (including the OVEC

13
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entitlement) were initially proposed by AEP Ohio to support retail rate stability and
economic development for Ohio and to benefit customers and the public interest. As part of
this stipulation, AEP Ohio has proposed a Revised Affiliate PPA that includes a lower fixed
ROE (producing customer savings of $86M) and a shorter contract term (resulting in
reduced uncertainty). The Stipulation also includes credits to customers that could amount
to up to $100 million during the last four years of the PPA. These changes serve to enhance
the customer benefits that were initially proposed and shown in the record.

This stipulation goes well beyond the proposal initially supported by AEP Ohio and
provides significant benefits to customers and the public interest and could truly be viewed
as transformative. These benefits include 1) a significant extension of the term of AEP
Ohio’s current ESP; 2) commitments to advocate at the federal level; 3) proposals to include
enhancements to the competitive retail markets in Ohio; 4) commitments to enhance energy
efficiency programs; 5) commitments to reduce the carbon emissions of power plants in
Ohio; 6) commitments to seek to expand the wind and solar energy resources by 900 MW in
Ohio; and 7) commitments to explore grid modernization.

DO YOU HAVE AN ESTIMATE OF THE IMPACT OF THIS STIPULATION ON
CUSTOMER RATES?

Yes. AEP Ohio has estimated that this stipulation will result in an increase in residential
customer rates of approximately $0.62 per month (approximately 0.5%) for a typical
customer using 1,000 kwWh per month upon implementation. The rates for all other
customer classes are estimated to either decline or increase by less than 1%. When coupled
with AEP Ohio’s recently implemented ESP, a residential customer using 1,000 kWh per

month will see a decrease on average of approximately $9 per month from the same period

14



a year ago’. As shown in Settlement Exhibit WAA-2, over the term of the agreement
customers are forecasted to receive $721 million in benefits related to the PPA.

Q. DOES THIS COMPLETE YOUR PREFILED TESTIMONY IN SUPPORT OF THE
SETTLEMENT AGREEMENT?

A. Yes, it does.

! The comparison is to March 1, 2015.
15



SETTLEMENT EXHIBIT WAA-1
Page 1 of 40

BEFORE THE
PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application Seeking )

Approval of Ohio Power Company’s )

Proposal to Enter into an Affiliate Power ) Case No. 14-1693-EL-RDR
Purchase Agreement for Inclusion in the )

Power Purchase Agreement Rider. )

In the Matter of the Application of )

Ohio Power Company for Approval of ) Case No. 14-1694-EL-AAM
Certain Accounting Authority. )

JOINT STIPULATION AND RECOMMENDATION

L. Introduction

Rule 4901-1-30, Ohio Administrative Code (OAC), provides that any two or more parties
to a proceeding may enter into a written stipulation covering the issues presented in such a
proceeding. This document sets forth the understanding and agreement of the parties who have
signed below (“Signatory Parties™) and jointly present to the Public Utilities Commission of
Ohio (“Commission”) this Joint Stipulation and Recommendation (“Stipulation”) in order to
resolve all of the issues raised in this proceeding through the Amended Application filed by Ohio
Power Company (“AEP Ohio” or the “Company”) on May 15, 2015.

This Stipulation is a product of lengthy, serious, arm’s-length bargaining among the
Signatory Parties and other parties who chose not to sign the Stipulation (all of whom are
capable, knowledgeable parties), which negotiations were undertaken by the Signatory Parties to
settle this proceeding. All intervenors were invited to discuss and negotiate this Stipulation and
it was openly negotiated among those stakeholders who responded and chose to participate. This
Stipulation is supported by adequate data and information; as a package, the Stipulation benefits

customers and the public interest; provides direct benefits to residential and low income

customers; and represents a just and reasonable resolution of all issues in this proceeding;



SETTLEMENT EXHIBIT WAA-1
Page 2 of 40

violates no regulatory principle or practice; and complies with and promotes the policies and
requirements of Title 49 of the Ohio Revised Code.' This Stipulation represents an
accommodation of the diverse interests represented by the Signatory Parties and, though not
binding, is entitled to careful consideration by the Commission. For purposes of resolving the
issues raised by these proceedings, the Signatory Parties agree to fully support adoption of the
Stipulation without modification in this proceeding.’

II. Recitals

WHEREAS, on December 20, 2013, AEP Ohio filed an Application in its most recent
Electric Security Plan (ESP) proceeding (Case Nos. 13-2385-EL-SSO et al.) seeking the
establishment of a Power Purchase Agreement (PPA) Rider and the inclusion in the PPA Rider
of the net impacts of AEP Ohio’s contractual entitlement to a share of the electrical output of
generating units owned by the Ohio Valley Electric Corporation’s (“OVEC PPA”).

WHEREAS, on February 25, 2015, the Commission issued an Opinion and Order
approving the PPA Rider on a placeholder basis (Case Nos. 13-2385-EL-SSO et al., Opinion and
Order, at pages 25-27 (February 25, 2015) (the ESP III Order)).

WHEREAS, on October 3, 2014, AEP Ohio filed an Application in this proceeding — and
on May 15, 2015, AEP Ohio filed an Amended Application in this proceeding — seeking
inclusion of a new affiliate power purchase agreement between AEP Ohio and AEP Generation

Resources, Inc. (“Affiliated PPA”™), as well as the net impacts of the OVEC PPA, in the PPA

Rider.

' The Sierra Club, Direct Energy, and Interstate Gas Supply, Inc. (IGS) agree not to oppose this provision.

2 The Sierra Club agrees not to oppose this provision.
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WHEREAS, the parties engaged in extensive discovery in this proceeding, with AEP
Ohio responding to over 1,100 discovery requests and 10 AEP Ohio witnesses being deposed,;

WHEREAS, an evidentiary hearing was held in this proceeding, starting on September
28, 2015 and ending on November 3, 2015, with the parties sponsoring and examining thirty-
seven witnesses;

WHEREAS, the Signatory Parties found common ground through the issues developed
during the hearing and settlement discussions concerning those developing issues;

WHEREAS, this Stipulation is the result of serious discussion and compromise of
complex issues and involves substantial benefits that would not otherwise have been achievable,
and is not intended to reflect the views or proposals which any individual party may have
advanced acting unilaterally;

WHEREAS, this Stipulation is based upon a proposal by AEP Ohio to sign a revised
affiliate power purchase agreement between AEP Ohio and AEP Generation Resources, Inc.
(“Revised Affiliate PPA”).

WHEREAS, no party has compelled or coerced AEP Ohio to support the Revised
Affiliate PPA, or to accept any particular rate or term of the Revised Affiliate PPA; but rather,
AEP Ohio accepts the terms of the Revised Affiliate PPA completely voluntarily;

WHEREAS, the Signatory Parties agree that, although the Commission lacks jurisdiction
over the rates and terms of the Revised Affiliate PPA itself, the Commission possesses well-
established authority to determine the retail rate treatment of the Revised Affiliate PPA,
including but not limited to (1) authority to determine whether the Revised Affiliate PPA, as

proposed, is a prudent wholesale purchase that benefits retail customers and (2) whether (or to
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what extent) AEP Ohio should be permitted to pass on the net costs and net benefits of the
Revised Affiliate PPA to retail customers;

WHEREAS, the Signatory Parties agree that resolution of the Amended Application and
related issues through this Stipulation is premised upon obtaining retail rate treatment of the
Revised Affiliate PPA;

NOW, THEREFORE, the Signatory Parties stipulate, agree, and recommend as follows.
III.  Joint Recommendations of Signatory Parties

As aresult of discovery, the evidentiary hearing, and party discussions, the Signatory
Parties are in agreement on a Stipulation for Commission consideration. The Signatory Parties
agree that, for purposes of settlement, the Commission should approve the Amended Application
of Ohio Power Company as filed on May 15, 2015, subject to the modifications described in this
Stipulation.?

A. Additional Terms and Conditions of the PPA Rider

1. Inclusion of a Revised Affiliate PPA in the PPA Rider

The Signatory Parties agree that it would prudent for AEP Ohio to sign a Revised
Affiliate PPA, which has been updated as summarized in Attachment A.* Consistent with the
terms of the PPA Rider as approved in the ESP III Order and as proposed in the Amended
Application, the Signatory Parties further agree that the net credits or costs of a Revised Affiliate
PPA should be reflected in AEP Ohio’s retail rates by including the Revised Affiliate PPA in the

PPA Rider.’

? The Sierra Club agrees not to oppose this provision.
* Sierra Club, Direct Energy, and IGS are not participating in this provision but agree not to oppose it.

> Sierra Club, Direct Energy, and IGS are not participating in this provision but agree not to oppose it.
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2. Inclusion of OVEC Entitlement in PPA Rider

The Signatory Parties agree that the net credits or costs of AEP Ohio’s contractual
entitlement to a share of the electrical output of generating units owned by the Ohio Valley
Electric Corporation (“OVEC PPA”) should be reflected in AEP Ohio’s retail rates by including
the OVEC PPA in the PPA Rider, as proposed in AEP Ohio’s Amended Application.6
Consistent with the ESP III Order (page 27), AEP Ohio will continue reasonable efforts to
explore divestiture of the OVEC asset and report by June 30 annually; but the Signatory Parties
agree that ongoing inclusion of the OVEC PPA in the PPA Rider is not dependent upon a
successful divestiture of the OVEC asset.

3. Additional PPA Rider Credit Commitment of AEP Ohio

To encourage AEP Ohio to exercise its contractual rights under the Revised Affiliated
PPA to ensure that the PPA Units are managed efficiently, cost-effectively, and with maximum
market profitably, AEP Ohio will make the following commitment: If, in any of the last four
years of the PPA Rider, the unadjusted PPA Rider results in a charge to customers or a credit to
customers is less than the amount set forth in the table below, AEP Ohio agrees to provide an
additional credit to customers, not to exceed the amount set forth in the table below:

Planning Year 2020/2021 — $10M
Planning Year 2021/2022 — $20M
Planning Year 2022/2023 — $30M
Planning Year 2023/2024 — $40M
In no event will AEP Ohio provide an additional credit that result in customers receiving

a net credit (the sum of the unadjusted PPA Rider credit and the additional credit) that exceeds

¢ Sierra Club, Direct Energy, and IGS are not participating in this provision but agree not to oppose it.



SETTLEMENT EXHIBIT WAA-1
Page 6 of 40

the amount set forth in the table above. For example, if the unadjusted PPA Rider credit were $5
million in Planning Year 2020/2021, then AEP Ohio would provide customers an additional
credit of $5 million, resulting in a net credit of $10 million. Alternatively, if, in that same
planning year, the unadjusted PPA Rider charge were $16 million, then AEP Ohio would provide
an additional credit of $10 million to customers, resulting in a net charge of $6 million. To
further illustrate, if in that same planning year, the unadjusted PPA Rider charge were $5 million,
then AEP Ohio would provide an additional credit of $10 million, resulting in a net credit of $5
million.

The unadjusted PPA Rider value under this provision (Section II1.A.3) that is used to
determine the level, if any, of a Company-funded credit for a given year shall be calculated
without including the cost of the renewable facilities implemented under Section II1.I of this
Stipulation.

4. PPA Rider Mechanism

The Signatory Parties agree that the PPA Rider will be set based on annual forecasted
values subject to quarterly true-ups to reflect actual values, with the initial rider rate being based
on a $4 million credit for 2016 (annualized) subject to reconciliation. Consistent with the
Amended Application and supporting testimony, AEP Ohio would flow all revenues and costs
relating to the Affiliated PPA and the OVEC PPA through the PPA Rider. PPA Rider credits
and charges will be allocated to rate classes/voltage levels (Residential; GS Non-Demand;
Secondary; Primary; Sub/Tran; and Lighting) schedules based upon their PJM five monthly
coincident peak demands for the prior year. PPA Rider costs/credits will be billed to customers

through a per kWh charge for each rate class/voltage level.
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S. Other Contingencies for Continuation of the PPA Rider Recovery

The Signatory Parties agree that, based on the following conditions and presuming an

extension of the ESP III term through May 31, 2024, PPA Rider recovery will extend through

May 31, 2024:

a.

Rigorous Review of PPA Rider: AEP Ohio agrees to participate in annual
compliance reviews before the Commission to ensure that actions taken by the
Company when selling the output from generation units included in the PPA Rider
into the PJM market were not unreasonable. AEP Ohio, not its customers, would be
responsible for the adjustments made to the PPA Rider based on actions deemed
unreasonable by the Commission, including any costs (after proper consideration of
such costs and netting of any bonus payments) associated with performance
requirements in PJM’s markets. Any determination that the costs and revenues
included in the PPA Rider are unreasonable shall be made in light of the facts and
circumstances known at the time such costs were committed and market revenues
were received. In addition, the calculation of PPA Rider will be based on the sale of
power into PJM.

Full Information Sharing: AEPGR fleet information on any cost component will be
provided pursuant to a reasonable Staff request (as determined by the Commission) as
it conducts a reasonableness review of a specific cost component for the generation
units included in the Affiliated PPA. Staff shall treat any and all such information,
regardless of its content, as if it is highly sensitive, proprietary, trade secret

information, and Critical Energy Infrastructure Information.” In addition, as

7 Sierra Club is not participating in this provision but agrees not to oppose it.
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permitted by law, such information shall not be subject to a public information
request and shall be protected indefinitely.

c. Commission Option to Terminate Upon Unit Sale: The Company’s retail rate
recovery from the purchase of wholesale generation from a PPA unit may be
extinguished upon the sale or transfer to a non-affiliate of any generation units
that are included in the purchase power agreement,® if the Commission decides to
exclude that unit from the PPA Rider based on the circumstances of such transfer
or sale.” The Commission may also determine that such unit should be
maintained in the PPA Rider.

d. Commitment Reporting: AEP Ohio will file an annual compliance report with
the Commission by December 31, 2016 and for the remainder of the extended
ESP term, confirming that the commitments in Section III of this Stipulation are
being met.

6. Future Modifications to the Revised Affiliated PPA
The Signatory Parties agree that, by adopting this Stipulation, the Commission will make
no finding as to the prudence of any future modification to a Revised Affiliated PPA, and the
Commission will reserve the right to review the prudence of AEP Ohio agreeing to any such

future modification as part of its ongoing oversight of retail rates. AEP Ohio agrees that it will

8 For example, AEP has indicated that it will maintain separate accounting and may decide to transfer the Affiliated
PPA Units into a separate subsidiary in order to facilitate the PPA transaction, which would not trigger operation of
Section II1.A.5.c. For purposes of this provision and the entire Stipulation, an “affiliate” of AEP Ohio does not
include utility operating companies.

? Changes among the current owners in the ownership structure of the jointly owned units, either in whole or in part,
while maintaining a comparable level of capacity for the generation station and while avoiding adverse economic
impacts for retail customers, shall not be considered a sale for purposes of this provision. Further, if the Company is
successful in divesting the OVEC asset, that outcome will not trigger operation of Section III.A.5.c. Finally, the
renewable projects relating to Section IILI are not trigger operation of Section IIL.A.5.c.

8
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request a Commission determination of the prudence of any future modification to the Affiliated

PPA. In addition, AEP Ohio would agree to make a voluntary filing to obtain Commission

prudence determination prior to changing depreciation rates under the Affiliated PPA. AEP

Ohio, not its customers, would be responsible for any increased costs associated with changing

depreciation rates if the Commission determines such changes are not prudent.

B. Federal Advocacy

AEP Ohio'® will make the following additional commitments in order to continue to

proactively and cooperatively work to improve the PJM markets and advance initiatives that

ultimately will benefit retail customers in Ohio:

l.

Through May 31, 2024, AEP Ohio will advocate in good faith before PJM
and FERC for market enhancements such as a longer-term capacity
product, and any other market improvements. Before making any such
filing, AEP Ohio will inform Staff of its position and the rationale behind
it.

Beginning June 1, 2016, and continuing through May 31, 2024, AEP Ohio
will provide a public, annual update to the Commission on the state of
wholesale electricity markets from AEP Ohio’s perspective.

In the event that PJM has not obtained approval for a longer term capacity
product to address State resource adequacy needs by September 1, 2017,
the Commission will solicit comments from interested parties no later than
October 30, 2017, addressing the State’s long term resource adequacy

needs.

' The Federal Advocacy commitments are those of AEP Ohio and not of any other Signatory Party.
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C. Extension of ESP III term through May 31, 2024

AEP Ohio will file a separate Application with the Commission requesting that its current
Electric Security Plan be extended through the term of the Affiliated PPA — that is, until May 31,
2024. AEP Ohio will file this separate application by April 30, 2016. Among other appropriate
proposals to be developed as part of the application, AEP Ohio will include the following
provisions and features in its Application:

I. A proposal for extension of riders and tariffs relating to the expanded ESP term,

including but not limited to the terms and conditions for extension of the Distribution Investment

Rider (DIR).
2. Any additional funding commitments relating to the expanded ESP term.
3. A proposal to extend the competitive bidding process for SSO procurement,

including the schedule, auction products and related matters.

4. An analysis and proposal relating to the significantly excessive earnings test for
the extended ESP term.

5. An analysis of the statutory market rate offer comparison test.

6. The additional issues under the ESP statute relating to the expanded ESP term.

In addition to the foregoing general matters to be addressed in the Application to extend
the ESP term, the Company agrees to propose and the Signatory Parties agree to advocate for
approval (and the non-opposing parties agree to either support or not oppose) of the following

items as agreed to in this Stipulation:

7. A provision to extend the IRP tariff and credit for the full expanded ESP term
(i.e., through May 31, 2024) for the current IRP tariff customers as well as 250 MW of additional

interruptible load of Signatory Parties' members that qualify under the tariff as well as members

10
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of non-opposing parties. 150 MW of the additional interruptible load shall be reserved for new
businesses locating in the service territory of AEP Ohio. If 100 MW of additional interruptible
load subscribes to tariff IRP during the 12 months immediately following approval of this
stipulation then the IRP tariff shall be increased by an additional 25 MW available to Signatory
Parties' members. The Company will also include a provision to increase the IRP credit to
$9/kW-month starting in June 2018 and throughout the remainder of the extended ESP term for
any customers that are participating during that time period. The IRP tariff proposal will be
updated to reflect the terms of this paragraph including that it will be available to both SSO and

shopping customers.

8. A provision to include an automaker credit provision to support increased
utilization or expansion of automaker facilities in the Company's service territory. The
automaker credit provision will provide a $10/MWh credit for all KWh consumption above the
customer's baseline consumption. The baseline will be established based upon the customer's
calendar year 2009 annual usage. Total credits under this provision shall not exceed $500,000

annually. Recovery of these credits will be through Rider EDR.

9. A provision giving GS-3 and GS-4 customers with interval metering capability
the opportunity to opt-in to a pilot mechanism under the new Basic Transmission Cost Rider

(BTCR) based on each eligible customer's single annual transmission coincident peak demand.

10. [Reserved]

11.  Signatory Parties agree that nothing in this Stipulation constitutes an amendment
of the Company’s existing EE/PDR plan for purposes of the uncodified provisions enacted in
2014 by Senate Bill 310 and that nothing in this Stipulation affects a customer’s opt-out right

under R.C. 4928.6612, as that provision was enacted in 2014 by Senate Bill 310. IRP tariff

11
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customers may opt out of the opportunity and ability to obtain direct benefits from AEP Ohio’s
EE/PDR Plan as provided in S.B. 310. No account properly identified in the customer’s verified
notice under R.C. 4928.6612 shall be subject to any cost recovery mechanism under R.C.
4928.66 or eligible to participate in, or directly benefit from, programs arising from electric
distribution utility portfolio plans approved by the Commission.

12. AEP Ohio will file and advocate for a pilot program that establishes a bypassable
Competition Incentive Rider (CIR) as an addition to the SSO non-shopping rate above the
auction price with the purpose of incenting shopping and recognizing that there may be costs
associated with providing retail electric service that are not reflected in SSO bypassable rates.'!
The total collected from the CIR will then be refunded to all distribution customers through a
new rider established in the 2016 ESP amendment case.

a. AEP Ohio and Signatory Parties will meet to determine the charge to include
based on a mills per KWh. This will be included in the 2016 ESP amendment
case. If the Signatory Parties cannot agree on an appropriate charge the
Commission Staff will choose the final level for inclusion in AEP Ohio’s ESP
extension filing.

b. AEP Ohio will file and support approval of a pilot rider to credit the amount
collected from the CIR bypassable pilot rider in the 2016 ESP amendment. The
rider will provide a credit for all distribution customers using the same rate design
associated with the PPA Rider.

c. The charge from the CIR would take effect concurrent with the implementation of

the SSO credit rider upon final Order of the ESP extension proceeding. Unless

""" Ohio Partners for Affordable Energy is not participating in this provision but agrees not to oppose it in this
docket.

12
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otherwise amended by the Commission, the CIR pilot adder shall be in effect
through the term of the affiliated PPA recovery sought in this agreement or until
new distribution base rates are put into effect. AEP Ohio will provide an analysis
as part of its next distribution rate case to show all of the actual costs required to
provide SSO generation service that are included in the Company’s cost of service

study.

13.  Aside from the above-listed items, the Company agrees not to propose any
changes relating to the current ESP term (i.e., through May 31, 2018) for the riders and tariffs
approved in the ESP II] Order. In addition, the Company agrees not to renew proposals for
riders or tariffs that were rejected in the ESP III Order for both the current ESP term and the
extended ESP term (i.e., though May 31, 2024).

D. Additional AEP Ohio Commitments

1. AEP Ohio will make a shareholder-funded donation of $500,000 to a research and
development program for clean energy technology at an Ohio public higher educational
institution.

2. In a manner that is consistent with the Company’s existing EE/PDR plan and
while staying within the currently-approved funding levels, AEP Ohio will work with the Ohio
Hospital Association (OHA) on an annual energy efficiency program targeted at OHA members
in the AEP Ohio territory. The intent will be to partner with OHA over the term of this affiliate
PPA, to encourage and increase OHA members’ participation in AEP Ohio’s cost effective
energy efficiency programs at their facilities.

a. Provide $400,000 in EE/PDR funding per year through the term of the affiliate PPA,

to the OHA to promote and obtain significant participation and energy/demand

13
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savings through AEP Ohio’s EE/PDR programs amongst its members including
Energy Star benchmarking, hospital energy audits, education related to energy
efficiency and demand reduction, meetings with hospital facility directors and
members of hospital c-suites, and presentations that champion energy efficiency,
hospital resilience and energy-related actions to mitigate climate change, and related
issues.

. AEP Ohio and OHA will work together to develop and automate Energy Star
benchmarking for OHA members in AEP Ohio’s certified territory, which will
support a broader offering to other customer segments.

Provide up to $600,000 per year through the term of the affiliate PPA, in additional
incentives from EE/PDR funding for contributions to qualifying EE/PDR projects
under the AEP Ohio program. OHA and AEP Ohio will collaborate to determine the
level of funding from this pool of dollars to contribute to projects throughout the year
to provide an extra incentive for OHA members to implement EE/PDR projects under
the AEP Ohio Plan. Consideration for the additional incentives should include the
size of the facility with a preference for smaller OHA members that have below
average Energy Star scores.

. AEP Ohio will prioritize circuits with OHA members for any Volt-Var Optimization
deployments over the term of the Affiliate PPA, when determining the
implementation plan. AEP will work with OHA to determine which circuits will be
prioritized taking into account the benefit to the circuit in comparison to others and

construction/staging considerations.

14



SETTLEMENT EXHIBIT WAA-1
Page 15 of 40

e. AEP Ohio will commit to update all Alternative Feed Service rates for OHA members
to a uniform $2.50 per KW month.

f. AEP Ohio, in collaboration with OHA, will provide a Continuous Energy
Improvement program for rural hospitals in AEP Ohio’s certified territory with the
goal of improving each participating hospital’s energy efficiency.

OHA'’s partnership and rights to administer the programs and receive funding under this clause
will be contingent upon continued approval and existence of an AEP Ohio EE/PDR Plan,
approved funding and any other necessary mechanism to ensure the continued recovery of net
lost distribution revenues. OHA will support the approval of budgets and components of the
EE/PDR rider, including shared savings at least at their current levels in future filings.

3. In a manner that is consistent with the Company’s existing EE/PDR plan and

while staying within the currently-approved funding levels, OPAE will receive $200,000 in 2016
to provide direct assistance with the approved Community Assistance Program (“CAP”) program
within the Company’s EE/PDR Plan as follows:
a. Design and manage bulk purchasing of refrigerators and other EE measures
where feasible;
b. Provide software and manage temporary data reporting for CAP through
March, 2016, or until the AEP Ohio Energy Efficiency Customer Platform
(EECP) data system is in place;
c. Provide monitors to administer Quality Assurance/Quality Control of the CAP

program; and

15
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d. Manage the training of Community Action Agencies on the AEP Ohio EECP
data system used for CAP and other meetings and training initiatives as

necessary including the annual Weatherize Ohio conference.

For 2017 OPAE will manage and administer the CAP Program within AEP Ohio’s EE/PDR
Plan. The program will have an annual budget up to $8,000,000. OPAE will receive a five
percent management fee. In addition to overall management of the program OPAE will continue
to provide quality assurance/quality control of the CAP Program.

OPAE’s partnership and rights to administer the program and receive funding under this
clause will be contingent upon continued approval and existence of an AEP Ohio EE/PDR Plan,
approved cost recovery and any other necessary mechanism to ensure the continued recovery of
net lost distribution revenues. OPAE will support the approval of budgets and components of the

EE/PDR rider, including shared savings at least at their current levels in future filings.

4. Upon approval of the Stipulation, 50% of the EE/PDR rider costs for transmission
and sub-transmission voltage customers will be transferred to the EDR rider through May 31,
2024.

5. Upon approval of the Stipulation, 50% of IRP credits from the EE/PDR Rider will
be transferred to the EDR Rider, to more accurately reflect the economic development benefits
of these credits charge for demand-metered customers.

6. AEP will maintain a nexus of operations (including employees) in Ohio relating
to operation and support for the PPA Units for the duration of the PPA Rider. AEP intends to
maintain its corporate headquarters in Columbus, Ohio for the term of the PPA Rider.

7. AEP Ohio agrees to work with Staff and Signatory Parties to determine the

parameters of a 2-year Pilot Supplier Consolidated Billing Program for any Competitive Retail

16
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Electric Service provider that is a Signatory Party. The purpose of the pilot will be to provide
the industry with data and information on the practicality of a supplier consolidated billing

implementation in the Ohio Electric Choice Market.

a. The participating CRES provider will agree to assume all EDU bill requirement
administrative code rules and work with Staff and the EDU on consumer
safeguards, including Ohio Administrative Code Chapter 4901:1-21 (without
waiver unless recommended by Staff).

b. Participating CRES agree to provide the Staff and the EDU with any and all
information related to the pilot;

c. The Staff, AEP Ohio and participating CRES providers (CRES) will meet to
determine a methodology to govern the implementation including but not limited
to the method of transfer and payment to the EDU of customer charges; as well as
credit & collection procedures and purchase of receivables without recourse;

d. The methodology to govern this pilot shall be established no later than six months
from a final Order approving a Stipulation in this proceeding;

€. Due to the nature of a pilot program, the supplier consolidated billing pilot will be
limited to 5,000 customers per CRES Signatory Party for the first 6 months of
active implementation.

i. Based upon bi-annual review and approval by Staff, AEP Ohio and
Participating CRES Signatory Parties, the customer participation cap shall
be incrementally increased by 5,000 customers each six months not to
exceed 20,000 customers for any individual CRES Signatory Party over

the two year term of the pilot program.

17



SETTLEMENT EXHIBIT WAA-1
Page 18 of 40

ii. Existing customers may remain on the Supplier Consolidated Billing
Program upon completion of the 2 year term of the pilot until otherwise
ordered by the Commission.

iii. Signatory Parties retain the right to petition the Commission to expand the
pilot cap or terms pending Commission consideration of future
consolidated billing orders.

Costs related to AEP Ohio’s implementation of the Pilot Supplier Consolidated
Billing Program will be shared 50% by the CRES Signatory Parties. AEP Ohio’s
50% share will be eligible for recovery in a future rate proceeding. The
Commission Staff will study the costs needed to implement the pilot and include
an analysis of the type of costs needed to expand the program and how that should
be allocated among the providers.

. Participating CRES suppliers shall have the ability to bill under the Pilot Supplier
Consolidated Billing Program no later than 1 year from approval of the final
opinion and Order approving a stipulation in this proceeding.

. Participating CRES supplier shall not prohibit a customer from returning to the
EDU consolidated billing.

Participating CRES suppliers shall not charge a late payment fee greater than the
EDU’s tariffed late payment fee.

By the conclusion of the two year pilot program Staff shall file a report on the
program which shall include recommendations on the program, which may

include expansion or retirement.

18
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k. Any participating CRES supplier competitively sensitive information acquired by
AEP and Staff under the Pilot Supplier Consolidated Billing Program shall be

afforded the appropriate confidential treatment.

8. AEP Ohio will file a proposal for a pilot program in the comments due January 6,
2016, in the 12-3151-EL-COI docket. The proposal will be to establish a pilot program in the
AEP Ohio service territory providing an EDU third-party agent call transfer process to educate
and enroll interested customers moving and initiating service and to establish a procedure for the
offering of a standard discount rate providing a guaranteed discount off the price to compare
without early termination fees.

9. With respect to Conesville Units 5 and 6, AEP Ohio and its affiliates make the

following commitments:

a. BylJuly 1, 2016, AEP Ohio will make a cost recovery filing supporting the
conversion of Conesville Units 5 and 6 to natural gas co-firing. These units will
be converted by December 31, 2017, subject to approval for cost recovery for
AEP Ohio through the PPA Rider and any other regulatory approvals. AEP Ohio
agrees to use its best efforts to seek Commission approval for cost recovery of co-
firing Conesville Units 5 and 6. If the Commission’s cost recovery decision is not
issued until after January 31, 2017 (the lead time needed for construction), the
completion deadline may change commensurately based on the timing of the
Commission’s actual cost recovery approval decision.

b. For the period from completion of the co-firing project through December 31,
2029, AEP Ohio and its affiliate owner shall limit the coal heat input to no more

than 28,737,180 MMBTUs per year (annualized for any partial years) combined
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for both units Conesville 5 and 6. This annual MMBTU limit is 37.5% of the
unit’s design level. AEP Ohio and its affiliates commit the units will maximize
usage of natural gas when it is available and economic.

c. Conesville unit 6 will retire, refuel, or repower to 100% natural gas by December
31, 2029. If PJM pursues a Reliability Must Run (RMR) arrangement or
equivalent mechanism for continued operation of the unit due to transmission
reliability impacts of retiring of the unit, AEP Ohio and its affiliate will retire,
refuel, or repower the unit at the end of such RMR arrangement or equivalent
mechanism. Except as provided in Sections III.A.6 (potential depreciation rate
change) and I11.D.10 (Conesville co-firing costs), no costs to retire, refuel, or
repower Conesville Unit 6 shall be recovered through the PPA Rider.

d. Conesville Unit 5 will retire, refuel, or repower to 100% natural gas by December
31, 2029. If PJM pursues a RMR arrangement or equivalent mechanism for
continued operation of the unit due to transmission reliability impacts of retiring
of the unit, AEP Ohio and its affiliate will retire, refuel, or repower the unit at the
end of such RMR arrangement or equivalent mechanism. Except as provided in
Sections I1I.A.6 (potential depreciation rate change) and I11.D.10 (Conesville co-
firing costs), no costs to retire, refuel, or repower Conesville Unit 5 shall be
recovered through the PPA Rider.

10. AEP Ohio and its affiliates will retire, refuel, or repower Cardinal Unit 1 to 100%
natural gas by December 31, 2030."> If PIM pursues a RMR arrangement or equivalent

mechanism for continued operation of the unit due to transmission reliability impacts of retiring

"2 Buckeye Power, Inc. is not participating in Sections I11.D.10-12 of this Stipulation.
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of the unit, AEP Ohio and its affiliate will retire, refuel, or repower the unit at the end of such
RMR arrangement or equivalent mechanism. Except as provided in Section ITI.A.6 (potential
depreciation rate change), no costs to retire, refuel, or repower Cardinal Unit 1 shall be recovered
through the PPA Rider.

11.  With respect to Conesville Units 5 and 6 and Cardinal Unit 1, AEP Ohio and its
affiliates make the following commitments. AEP Ohio will open a docket at the Commission no
later than December 31, 2024, which it will update annually, known as the “Retirement
Readiness™ docket; the purpose of the docket will be to identify and timely remove any barriers
to retiring, refueling or repowering Conesville 5 and 6 and Cardinal Unit 1 by the dates set forth
above. Elements of the “Retirement Readiness” docket will include:

a. AEP Ohio or an independent third party will perform a unit-by-unit load flow
analysis by December 31, 2024 to identify any transmission upgrades and/or non-
transmission alternatives to: allow Cardinal Unit 1, Conesville Unit 5, and
Conesville Unit 6 to retire, refuel, or repower on the dates set forth above without
negative impacts to reliability or the need for reliability must run agreements.
Such analysis will: (1) take off-line only Cardinal unit 1, Conesville Units 5 and
6, and all units that have notified PJM of their intensions to retire on or before
December 31, 2029; (2) include new generation that has a signed interconnection
agreement and is scheduled to go into service on or before December 31, 2029;
(3) include transmission upgrades approved by the PJM board and has an
expected completion date by December 31, 2029. Such analysis will include at
least one scenario in which retiring capacity is replaced with 25% demand

response, 25% renewables, and 50% non-coal new generation.
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b. By December 31, 2024, AEP Ohio or an independent third party will identify
specific transmission upgrades and/or non-transmission alternatives that would
completely alleviate any identified reliability concerns. AEP Ohio will analyze
non-transmission solutions to any reliability problems projected to result from
retirement of the units, including energy efficiency, demand response, and
distributed generation resources.

c. AEP Ohio or an independent third party will set forth a plan by December 31,
2024 to timely implement the specific transmission upgrades and/or non-
transmission alternatives that would address the reliability concerns, so that each
unit can be retired, refueled, or repowered by the dates set forth above. AEP Ohio
will include in its implementation plan all cost-effective non-transmission
solutions identified through this analysis. AEP Ohio will annually update this
docket to inform the Commission of its progress in implementing its plan. A
report documenting the results of such analysis and setting forth a plan for
implementing each transmission upgrade and non-transmission alternative by the
retire, refuel, or repower date shall be filed with the Commission at least four
years before the retire, refuel, or repower date for each unit. AEP Ohio agrees to
take reasonable steps to implement any necessary transmission upgrades or non-
transmission alternatives so that each unit can be retired, refueled, or repowered
by the dates set forth above.

d. No transmission upgrade costs or non-transmission alternative costs associated

with the commitments set forth in this section (Section III.D.12) shall be
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recovered through the PPA Rider. Signatory Parties retain the right to challenge
any proposed transmission upgrades or non-transmission alternatives.
12. With respect to the co-owned PPA Units (Conesville Unit 4, Zimmer Unit 1,

Stuart Units 1-4 and OVEC Units), AEP Ohio and its affiliates make the following
commitments. AEP Ohio will open a docket at the Commission no later than March 30, 2017,
which it will update annually, known as the “Generation Transition” docket; the purpose of the
docket will be to identify and remove any remaining barriers to retiring, repowering or refueling
the co-owned units. Elements of the “Generation Transition” docket will include:

a. AEP Ohio will annually report and document in this docket the steps it and its
affiliates have taken to secure retirement, repowering or refueling to 100% natural
gas the remaining PPA units with joint owners.

b. If AEP Ohio is not able to get all of the remaining co-owners to commit to
retirement, refueling or repowering the co-owned PPA units in a plan to be
submitted by January 1, 2024, AEP will report and document in this docket the
steps it has taken to consolidate ownership interest so that the co-owned units are
exclusively owned by a single entity.

c. AEP Ohio or an independent third party will perform a unit-by-unit load flow
analysis by December 31, 2020 to identify any transmission upgrades and/or non-
transmission alternatives to: (a) allow Conesville unit 4, Zimmer unit 1, Stuart
units 1-4, and the OVEC units to retire before their currently planned retirement
dates without negative impacts to reliability or the need for reliability must run
agreements; and to (b) minimally impact the local communities where coal plants

are located by evaluating targeted investments in demand-side energy savings
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programs, renewables, and other alternative technologies. Such analysis will: (1)
take off-line only Conesville unit 4, Zimmer unit 1, Stuart units 1-4, the OVEC
units, and all units that have notified PJM of their intentions to retire using the
same retirement scenarios for the co-owned units outlined below; (2) include new
generation that has a signed interconnection agreement and is scheduled to go into
service using the same retirement scenarios for the co-owned units outlined
below; (3) include transmission upgrades approved by the PJM board and have an
expected completion date using the same retirement scenarios for the co-owned
units outlined below. Such analysis will include at least one scenario is which
retiring capacity is replaced with 25% demand response, 25% renewables, and
50% non-coal new generation. This analysis will be filed as a part of the annual
update in 2021 and will include scenarios for retirement of 5 years and 10 years
before the currently-planned retirement date; for units currently scheduled to
operate beyond 2039, the analysis will include scenarios for retirement of 15
years and 20 years before the currently-expected retirement date.

. AEP Ohio or an independent third party will identify by June 1, 2021 specific
transmission upgrades and/or non-transmission alternatives that would completely
alleviate any identified reliability concerns. AEP Ohio must analyze non-
transmission solutions to any reliability problems projected to result from
retirement of each unit, including energy efficiency, demand response, and
distributed generation resources.

AEP Ohio will have an independent third party perform an analysis about how to

bring or encourage companies to establish renewable energy companies with
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headquarters and manufacturing plants in Ohio and how to transition the current
power plant workforce to such job opportunities. AEP Ohio will file this in the
2018 annual update filing.

AEP Ohio will publish figures for its current and historic property tax payments
to municipalities or local government entities that host the co-owned units, and
will conduct a study analyzing how that revenue might be replaced post-
retirement.

. AEP Ohio will publish its current and historic employment figures at the co-
owned units, and will conduct a study analyzing the expected impact to
employment from retirement of the co-owned units, and how those jobs might be
replaced or relocated.

. AEP Ohio and its affiliates commit to continue to pursue transfer or sale of its
contractual entitlement at OVEC and other jointly owned PPA units. AEP Ohio
and its affiliates will periodically file a status report with the PUCO on these
transfers or sales. Nothing in this Stipulation limits the right of AEP Ohio or its
affiliates to sell any PPA Unit, provided that any such sale would be made subject
to the commitments made in this Stipulation by AEP Ohio and its affiliates and in
the bilateral agreement between AEPG and Sierra Club executed on December
14, 2015.

AEP Ohio will use best efforts to develop a plan with joint owners to retire,
repower or refuel these jointly-owned PPA Units, which will be filed in the
Generation Transition docket no later than June 1, 2024. This plan will

incorporate scenarios listed above for potential early retirement (5 years and 10
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years and, as applicable, 15 years and 20 years). If the co-owners are not willing
to commit to early retirement, repowering or refueling, AEP will use best efforts
to consolidate ownership so that is can further explore potential early retirement

scenarios.

j. Except as provided in Section I11.A.6 (potential depreciation rate change), no
costs to retire, refuel or repower the co-owned PPA Units shall be recovered
through the PPA Rider. No transmission upgrade costs or non-transmission
alternative costs associated with the commitments set forth in this section (Section
I11.D.13) shall be recovered through the PPA Rider. Signatory Parties retain the
right to challenge any proposed transmission upgrades or non-transmission
alternatives.

13.  In Case No. 13-1939-EL-RDR, AEP Ohio will propose — through settlement
efforts to commence within 90 days of adoption of the Stipulation and through a filing in that
docket if settlement is not achieved after another 60 days — and use best efforts to pursue
approvals for each of the following:

a. A proposal to deploy 160 circuits of Volt/Var Optimization (versus today’s potential

plan of 80 circuits if the gridSMART Stipulation is finalized and approved).

Recovery of costs will be through the gridSMART Phase II Rider with no shared

savings and no incentive ROE. More specifically, savings associated with Volt/Var

Optimization will not be counted toward the calculation used to determine the level of

shared savings under the current EE/PDR Plan or for purposes of triggering the

shared savings mechanism but may be counted toward the Company’s overall
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achievement of EE/PDR above and beyond the agreed upon savings benchmarks in
Section II1.D.16.

b. A provision to file a cost/benefit study for a full deployment of Volt/VAR
Optimization equipment on all of its distribution circuits and substations, including
Volt-Amp Reactive power and Conservation Voltage Reduction technology. The
cost/benefit study shall be broken down by distribution circuit and substation, to
determine the total amount of investment which would be cost-effective.

c. When AEP Ohio files the cost/benefit study, it will also include a proposal for
seeking cost recovery of deployment of all cost-effective Volt/VAR technology. AEP
Ohio agrees not to seek any additional incentive for installing the equipment or
shared savings for any resulting energy savings. If the filing is approved, the
Company agrees to deploy the equipment in a timely manner.

d. AEP Ohio shall keep the equipment operational during the useful life of the
equipment and shall file annual reports with the Commission stating the amount of
energy reductions, peak demand reduction, and monetary savings and greenhouse gas
emission reductions resulting from this equipment.

e. AEP Ohio and Staff agree that they will support Sierra Club’s full intervention in
Case No. 13-1939-EL-RDR, if the Commission adopts this Stipulation without
material modification.

f. AEP Ohio will use its best efforts to seek approval for the energy and peak demand
reductions to be used as a compliance tool under the Clean Power Plan.

14.  AEP Ohio agrees, within 90 days of a Commission order adopting this

Stipulation, to form a working group in conjunction with Staff and other interested parties, to
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discuss a pilot program for future descending clock default supply auctions where, after the
auction is completed but before the market-clearing price is announced, EE providers would be
able to competitively bid to supply EE projects.

15.  AEP Ohio agrees to develop and submit for Commission approval a 2017-2019
EE/PDR Plan designed to achieve an energy savings goal of 1.33% annually and a demand
reduction goal of 0.75% annually of baseline energy and demand, respectively, by the end of the
Plan period. As part of that filing, AEP Ohio agrees to continue its current practice of bidding
eligible peak demand reduction achievements into PJM capacity auctions for the 2017-2019
EE/PDR Plan with any capacity revenues shared consistent with existing Commission policy
(80% to customers and 20% retained by the Company). These commitments regarding the 2017-
2019 EE/PDR Plan filing are contingent upon approval of the 2017-2019 AEP Ohio EE/PDR
Plan, including funding and any other necessary mechanism to ensure the continued recovery of
net lost distribution revenues. Sierra Club agrees to support the approval of budgets necessary to
reach these goals and components of the EE/PDR rider, including shared savings at current
approved levels. Nothing in this paragraph affects a customer’s opt-out right under R.C.
4928.6612, as that provision was enacted in 2014 by Senate Bill 310.

E. Carbon Emission Reduction Plan

By December 31, 2016, AEP Ohio will file a carbon emission reduction plan indicating
how the Company and its affiliates intend to promote fuel diversification and carbon emission
reduction, including an analysis of the economic impact of any proposals for the Commission’s
consideration. AEP Ohio will incorporate AEP Corporation’s (AEP) activities and plans relating
to carbon reduction into the filed carbon emission reduction plan. For example, AEP’s goals for

transforming its generation fleet (while maintaining 6% nuclear generation) include: (1) reducing
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reliance on coal/lignite generation from 74% in 2005 to 48% by 2026; (2) increasing natural gas
generation from 17% in 2005 to 25% by 2026; (3) increasing hydro/wind/solar/pumped storage
from 3% in 2005 to 15% in 2026; and (4) increasing energy efficiency/demand response from
less than 1% in 2005 to 6% in 2026. Reliance on resources with higher carbon emissions may be
replaced with renewable resources, energy efficiency, and other advanced technologies,
including batteries.

F. Fuel Diversification

AEP Ohio will implement programs to promote fuel diversity and carbon emission
reductions to address potential environmental regulations in the future, including an analysis of
the economic impact of any proposals for the Commission’s consideration. AEP Ohio will
explore programs including the conversion of fuel sources at the PPA Units, Energy Efficiency
plans, the closure of PPA Units, and the siting of renewable energy generation. Any programs
implemented by AEP Ohio will be subject to the assurance of recovery for prudently incurred
costs.

G. Grid Modernization

AEP Ohio will explore avenues to empower consumers through grid modernization
initiatives that promote customer choice in Ohio. As part of its June 1, 2016 grid modernization
business plan, AEP Ohio will highlight future initiatives, including but not limited to the
following options:

i. Installing advanced metering infrastructure.

ii. Investing in Distribution Automation Circuit Reconfiguration.

iii. Pursuing Volt-VAR optimization.

iv. Removing obstacles for distributed generation.
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V. Consulting with staff on net-metering tariffs.

AEP Ohio’s June 1, 2016 plan will include but not be limited to data sharing provisions,
subject to customer consent, and full smart grid/meter deployment timelines. AEP Ohio will
work with the Signatory Parties prior to filing the plan.

H. Battery Technology

Contingent on battery resources being eligible for inclusion in rate base in conjunction
with the provision of distribution services, AEP Ohio will include such battery resources in
future filings before the Commission.

L Environmental and Renewable Energy Projects

1. AEP Ohio and its affiliates will develop a total of at least 500 MW nameplate

capacity of wind energy projects in Ohio as follows:

a. The individual projects will be proposed over the course of the next four
years, following adoption of the Stipulation.

b. The Company will file EL-RDR applications under the PPA Rider to initiate
approval for retail cost recovery associated with each project. AEP Ohio
agrees to use its best efforts to seek Commission approval for these filings.

c. AERP affiliates will have the right, based on commercially reasonable terms, to
initially own up to 50% of such projects on an aggregate net basis based on
installed capacity. Ownership details will be established for each project
individually. Such projects will be competitively bid. AEP will consult with
the Staff regarding the process by which projects are selected for
advancement. The RFP process will be commenced within 45 days of a

Commission order adopting the Stipulation. Subject to timely regulatory
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approvals, the projects will commence construction by the deadline for
eligibility of benefits available under the Clean Power Plan. The projects are
not contingent on the Clean Power Plan taking effect.

d. AEP Ohio will be the buyer of a long-term PPA (i.e., 10 years or longer) for
each project, including all capacity, energy, ancillaries and renewable energy
credits produced by the project. Capacity, energy and ancillary services for all
projects will be liquidated into the PJM markets with resulting revenues being
credited to retail customers. Renewable energy credits not reserved for
compliance will be liquidated into the markets with resulting revenues being
credited to retail customers.

e. The commitment is premised upon AEP Ohio receiving full cost recovery
(based on a PPA structure) through the PPA Rider with details (except for the
rate design provided for below) to be determined as part of the separate EL-
RDR filing."® In reviewing such applications, the Commission will consider
among other relevant matters the economics and proposed PPA price
associated with each project, as compared to other available market prices for
such projects.

f. The wind energy projects will be completed by 2021 subject to timely
regulatory approvals.

2. AEP Ohio will develop a total of at least a 400 MW nameplate capacity for a solar

energy project(s) in Ohio, subject to Commission approval and cost recovery (based

13 Except as explicitly indicated, nothing in this section shall be interpreted to limit the rights of Signatory Parties to
fully participate or take positions (for or against) in EL-RDR proceedings relating to the terms of any individual
project.
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on a PPA structure) through the PPA Rider with details (except for the rate design
provided for below) to be determined as part of the separate EL-RDR filing. The
same approach and parameters described above in Section IIL.I.1a through IIL.I.1.e of
this Stipulation will apply to the solar project(s). In lieu of Section IIL.I.1.f that is
applicable to the wind energy projects, AEP Ohio and its affiliates will commit to use
best efforts to complete the solar energy projects by 2021. In addition, preference
will be given to solar projects sited in Appalachian Ohio, that create permanent
manufacturing jobs in Appalachian Ohio, and that commit to hiring Ohio military
veterans.
. The rate design to be used for recovery of any net costs or flow through of any net
credits associated with both the wind and solar renewable energy projects described
above in Section IIL.1.1 and 2 shall be a uniform per kWh charge for all monthly
consumption up to 833,000 kWh per customer account. This rate design shall apply
for the life of the projects.
. MAREC and its members will support Commission approval of, and full cost
recovery for, the wind projects described herein. AEP Ohio and MAREC will
collaborate on siting policy advocacy and on advocacy for a reasonable renewable
portfolio standard post-SB 310 freeze. AEP Ohio agrees to advocate for a reasonable
energy efficiency portfolio standard post-SB 310 freeze.

Transition Provision
. Termination and Transition of ESP Plan under R.C. 4928.143(E): The Signatory
Parties agree that the following ordering transition must occur under the fourth-year

test required by R.C. 4928.143(E):
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Termination shall only be ordered following: (i) the Commission’s test of
the plan which shall include consideration of the prospective quantitative
and qualitative effects of the remaining term, including the impact of
termination on the financial health of the Company, and (ii) a finding that
the results of the test conclude that the remaining term of the ESP is no
longer more favorable than an MRO and a finding that the remaining term
of the ESP is substantially likely to result in significantly excessive
earnings for the Company.

Termination shall not affect the continued cost recovery under the PPA
Rider or the DIR.

Any additional credits funded by AEP Ohio under Section III.A.3 of this
Stipulation shall be reflected in the Company’s earnings for purposes of
the Significantly Excessive Earnings Test and the MRO Test under R.C.

4928.143.

The Three-Part Test for Commission Approval

The Signatory Parties agree'* that the Stipulation satisfies the three-part test traditionally

used by the Commission to consider stipulations. Specifically, the Signatory Parties agree that:

() the Stipulation is a product of serious bargaining among capable, knowledgeable

parties representing diverse interests;

(b) the stipulation does not violate any important regulatory principle or practice; and

(c) the stipulation, as a whole, benefits customers and the public interest.

" The Sierra Club, Direct Energy, and IGS agree not to oppose this provision.
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L. MRO Test Results

The Signatory Parties agree that the Stipulation preserves and advances the positive
results of the MRO v. ESP test under R.C. 4928.143(C) as found in the ESP III Order."®

IV.  Procedural Matters

A. Recognizing the value of a timely ruling by the Commission to achieve the
benefits described in the Modified ESP, the Signatory Parties urge the Commission to render a
decision adopting the Joint Stipulation no later than February 10, 2016, in order to capture some
of the anticipated financial benefits relating to typically colder months with higher energy prices
in early 2016.

B. The Company will file testimony in support of the Stipulation pursuant to the
procedural schedule established by the Commission.

C. Except for enforcement purposes or to establish that the terms of the Stipulation
are lawful, neither this Stipulation nor the information and data contained herein or attached
hereto shall be cited as a precedent in any future proceeding for or against any Signatory Party, if
the Commission approves the Stipulation. Nor shall the acceptance of any provision within this
settlement agreement be cited by any party or the Commission in any forum so as to imply or
state that any signatory party agrees with any specific provision of the settlement. More
specifically, no specific element or item contained in or supporting this Stipulation shall be
construed or applied to attribute the results set forth in this Stipulation as the results that any
Signatory Party might support or seek, but for this Stipulation in these proceedings or in any
other proceeding. This Stipulation contains a combination of outcomes that reflects an overall

compromise involving a balance of competing positions, and it does not necessarily reflect the

'* Sierra Club is not participating in this provision but agrees not to oppose it.
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position that one or more of the Signatory Parties would have taken on any individual issue.
Rather the Stipulation represents a package that, taken as a whole, is acceptable for the purposes
of resolving all contested issues without resorting to litigation. The Signatory Parties believe
that this Stipulation, taken as a whole, represents a reasonable compromise of varying interests.

D. Severability: If a court of competent jurisdiction invalidates the application of the
PPA Rider proposal in whole or in part, the Company will permit any part of the Joint
Stipulation that has not been invalidated to continue while a good faith effort is made by the
Signatory Parties to restore the invalidated provision to its equivalent value. The Signatory
Parties agree to work in good faith, on an expedited basis not to exceed 60 days, to cure any
court-determined deficiency. The Company will then file (or jointly file with Signatory
Parties) the modification to the PPA Rider, or its successor provision, for expedited approval
by the Commission, which approval shall not be withheld if the modified PPA Rider, or its
successor provision, provides a reasonable remedy to cure the deficiency. The Company’s
agreement to permit the stipulated provisions to go into effect in this manner is contingent upon
the Signatory Parties supporting the modified PPA Rider, or its successor provision. A
Signatory Party may choose to oppose and express any concerns with the modified PPA Rider,
or its successor provision, to the Commission; however, if such concerns are not accepted by
the Commission, then any Signatory Party that opposed the modified PPA Rider, or its
successor provision, will forfeit its stipulated provision(s). This commitment on severability
is not intended and shall not be construed to affect the prohibition against retroactive

ratemaking. No amounts collected shall be refunded as a result of this severability provision.
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E. The Signatory Parties will support the Stipulation if the Stipulation is contested, '°
and no Signatory Party will oppose an application for rehearing designed to defend the terms of
this Stipulation.

F. The Stipulation and AEP Ohio’s ongoing commitments under the Stipulation
presume and are conditioned on an outcome of the rehearing issues pending in Case Nos. 13-
2385-EL-SSO et al. and any appeals that affirm the continued existence of the PPA Rider and
which facilitate the application to extend the ESP III term consistent with the terms of this
Stipulation.

G. This Stipulation is conditioned upon adoption of the Stipulation by the
Commission in its entirety and without material modification. If the Commission rejects or
materially modifies all or any part of this Stipulation, any Signatory Party shall have the right
within thirty days of issuance of the Commission’s order to apply for rehearing. The Signatory
Parties agree that they will not oppose or argue against any other Party’s application for
rehearing that seeks to uphold the original unmodified Stipulation. If the Commission does not
adopt the Stipulation without material modification upon any rehearing ruling, then within thirty
days of such Commission rehearing ruling any Signatory Party may terminate and withdraw
from the Stipulation by filing a notice with the Commission. If the Commission does not act
upon the application(s) for rehearing in support of the Stipulation as filed within forty-five days
of the filing of the application(s) for rehearing, then any Signatory Party may terminate its
Signatory Party status by filing a notice with the Commission its withdrawal from the Joint

Stipulation.

'° Sierra Club, Direct Energy, and IGS are not obligated to support the Stipulation.
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H. Unless the Signatory Party exercises its right to terminate its Signatory Party
status or withdraw as described above, each Signatory Party agrees to and will support the
reasonableness of this Stipulation before the Commission, and to cause its counsel to do the
same, and in any appeal it participates in from the Commission's adoption and/or enforcement of
this Stipulation.'” The Signatory Parties also agree to urge the Commission to accept and
approve the terms hereof as promptly as possible. '®

I As set forth in Section II1.C of this Stipulation, AEP Ohio agrees to file a separate
Application with the Commission seeking to extend its current ESP to May 31, 2024. AEP Ohio
further agrees to include in that Application, among other appropriate proposals to be developed,
certain provisions and features specified in Section III.C of this Stipulation. If the Commission
denies AEP Ohio’s request to include in its extended ESP any of the provisions and features
specified in Section I11.C, any adversely affected Signatory Party agrees to work in good faith
with the Company to develop new provisions to restore or replace the invalidated provision to its
equivalent value and jointly request approval of any new agreed-to provisions by the
Commission. If such Signatory Parties are unable to reach agreement, each of those Signatory
Parties may petition the Commission for appropriate relief limited to the equivalent value of the
specific provision that is not included in the Company’s extended ESP.

J. The Parties agree that specific performance is an appropriate remedy for enforcement of
this Stipulation. The Signatory Parties acknowledge and agree that specific performance is the

only appropriate remedy for any breach of this Stipulation, and under no circumstances shall

' Whether or not Sierra Club exercises its right to terminate its Signatory Party status or withdraw as described
above, Sierra Club and its counsel are not obligated to support the reasonableness of this Stipulation before the
Commission. Sierra Club and its counsel agree not to oppose the Stipulation before the Commission.

'® The Sierra Club agrees not to oppose this provision.
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monetary damages be allowed for any breach of this Stipulation. In the event any action should
be necessary to enforce the terms and conditions of this Stipulation, each party shall bear their
own attorneys’ fees and costs, including the fees and costs of enforcing any judgment. Signatory
Parties shall receive written notice within 30 days of any alleged breach of this Stipulation or its
discovery. Upon receipt of any written notice of breach, the Signatory Party has 30 days to cure
the alleged breach. If after 30 days the alleged breach has not been cured to the satisfaction of
the Signatory Party alleging the breach, the Signatory Party alleging a breach of the Stipulation

may seek specific performance at the Commission, consistent with this paragraph.

IN WITNESS WHEREQOF, this Stipulation and Recommendation has been signed

by the authorized agents of the undersigned Signatory Parties as of this 14" day of December

2015.

<

O 2 Bt

AVilliam L. Wright, Section Chief

Werner L. Margard III

Steven Beeler

On Behalf of the Staff of the Public Utilities
Commission of Ohio

Michael L. Kurtz

Kurt J. Boehm

Jody Kyler Cohn

On Behalf of the Ohio Energy
Group”’

Wl

Steven T. Nourse

Matthew J. Satterwhite

Matthew S. McKenzie

On Behalf of Ohio Power Company

WA

Thomas J. P’Brien
Richard Sites

On Behalf of the Ohio Hospital
Association

' OEG’s signature and consent to this Stipulation is contingent upon subsequent client approval. ~As soon as
reasonably practicable, OEG will file a letter in this proceeding indicating whether client approval was received.
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On Behalf of Mid-Atlantic Renewable On Behalf of Direct Energy

Energy Coalition
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David Rinebolt Mark A. Hayden® L

On Behalf of Ohio Partners for Scott J. Casto
Affordable Energy On Behalf of FirstEnergy Solutions
Corp.

N7

Kur P. Helfrich Josepl Oliker
Scott Campbell On Behalf of Interstate Gas Supply, Inc.
Stephanie M. Chimel

On Behalf of Buckeye Power, Inc.

g%
..
/To:;%doza Z)/’{M
On Behalf of Sierra Club

A FirstEnergy Solutions Corp. (FES) has intervened in this proceeding to support the legal and policy determination
supporting a Commission-approved PPA Rider. FES takes no position with respect to any other issue being settled
or litigated in this proceeding.
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ATTACHMENT A

Summary of Revised Affiliated PPA

The Revised Affiliated PPA will use Sierra Club Exhibit 2 as the starting point, but include the
following changes prior to execution:

1.

The Delivery Period will begin when AEP Ohio voluntarily signs the Revised Affiliate
PPA (anticipate immediately upon Stipulation approval) and extend through May 31,
2024.

The ROE (“Return on Equity” as referenced in the Affiliated PPA) will not be variable,
but will be fixed for the Delivery Period at 10.38%, with Seller’s Debt Percentage and
Seller’s Equity Percentage both to remain at 50%.

Article V will be updated to replace the exit fee based on net book value plus
closing/retirement costs with a reduced liquidated damages provision for the early
termination of the Agreement under Section 2.3, that being an annual payment equal to
the most recent 12 months of actual fixed costs (i.e., the payments made under Article V
less Section 5.2 Fuel Payments) for the shorter of i) three years, or ii) the remainder of
the Delivery Period, minus the amount of Seller’s forecasted net revenues for Capacity
(based on cleared BRA prices) during such shorter period. Section 2.3 will also be
modified to clarify that upon discontinuation of retail cost recovery by the Commission,
Buyer may exercise right to terminate PPA under Section 2.3. Finally in this regard,
Section 2.4 will be removed from the Revised Affiliate PPA.

Provisions in PPA Article XIII will be updated consistent with the Stipulation.

. The 2014 date references, Table of Contents, Schedule A will be updated and any other

administrative changes needed to presently execute the contract will be made.
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Updated from filed Exh KDP-2 to 10.38% ROE, Remove 2015, End at May 31, 2024, and include PJM CP auctions Page 1 of 1
FORECASTED OHIO PPA RIDER IMPACTS
COMBINED CARDINAL, CONESVILLE, STUART, ZIMMER and OVEC
January 1, 2016 through May 31, 2024
Dollars in Millions (Nominal)
(ROE reduced to 10.38%)
2015 (Oct-Dec) 2024
Year REMOVED 2016 2017 2018 2019 2020 2021 2022 2023 |Through| TOTALS
May 31
5% Higher Load Forecast
PJM Revenues, including PIM Capacity Performance $1,314 $1,372 $1,368 $1,407 $1,480 $1,659 $1,756 $1,734 $744 $12,833
Agreement Costs, including CO2 tax - $1,048 $1,078 $1,161 $1,210 $1,238 $1,277 $1,539 $1,494 $658 $10,701
Net PPA Rider Credit / (Charge) incl. PIM CP, including CO2 tax - $267 $294 $207 $197 $242 $382 $217 $240 $86 $2,132
Net with PIM Capacity Performance, excluding CO2 tax $267 $294 $207 $197 $242 $382 $503 $511 $205 $2,809
Average of High Load and Low Load Forecast
PJM Revenues, including PIM Capacity Performance $1,100 $1,114 $1,151 $1,171 $1,249 $1,359 $1,538 $1,495 $641 $10,819
Agreement Costs, including CO2 tax - $1,008 $1,018 $1,100 $1,127 $1,167 $1,188 $1,468 $1,410 $610 $10,097
Net PPA Rider Credit / (Charge) incl. PIM CP, including CO2 tax $92 $96 $51 $43 $82 $171 $70 $85 $31 $721
Net with PIM Capacity Performance, excluding CO2 tax $92 $96 $51 $43 $82 $171 $336 $334 $137 $1,341
Weather Normalized Case
PJM Revenues, including PIM Capacity Performance $1,036 $1,082 $1,134 $1,183 $1,246 $1,325 $1,482 $1,484 $643 $10,615
Agreement Costs, including CO2 tax - $1,032 $1,054 $1,126 $1,175 $1,201 $1,230 $1,480 $1,468 $636 $10,401
Net PPA Rider Credit / (Charge) incl. PIM CP, including CO2 tax $4 $29 $9 $8 $45 $95 $2 $16 $7 $214
Net with PIM Capacity Performance, excluding CO2 tax $4 $29 $9 $8 $45 $95 $271 $280 $119 $860
5% Lower Load Forecast
PJM Revenues, including PIM Capacity Performance $886 $857 $935 $934 $1,018 $1,060 $1,319 $1,256 $539 $8,804
Agreement Costs, including CO2 tax - $969 $959 $1,039 $1,045 $1,097 $1,100 $1,396 $1,325 $563 $9,494
Net PPA Rider Credit / (Charge) incl. PIM CP, including CO2 tax ($84) ($102) ($104) ($111) ($79) ($40) ($77) ($69) ($24) ($690)
Net with PIM Capacity Performance, excluding CO2 tax ($84) ($102) ($104) ($111) ($79) ($40) $168 $156 $69 ($127)
Impact of Lowering ROE from 11.24% to 10.38%
Filed Return on Rate Base including assumed 11.24% ROE and applicable income tax $174.6 $173.5 $175.4 $175.8 $173.6 $168.3 $163.7 $159.2 $64.7 $1,428.9
Return on Rate Base including 10.38% ROE and applicable income tax $164.1 $163.0 $164.8 $165.2 $163.2 $158.2 $153.9 $149.6 $60.8 $1,342.8
Difference - Reduced cost to ratepaters $10.5 $10.5 $10.6 $10.6 $10.5 $10.1 $9.9 $9.6 $3.9 $86.1
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