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CERTIFICATION OF UNCONTESTED SETTLEMENT 
 

(Issued January 17, 2018) 
 

TO THE COMMISSION: 
 
1. On December 14, 2017, American Electric Power Service Corporation, on behalf 
of its affiliates,1 submitted a Settlement Agreement (Settlement) with tariff sheets. The 
Settlement represents a resolution of all issues in the proceeding and includes:  

a. A transmittal letter;  

b. An Explanatory Statement describing the terms of the Settlement as 
required by Rule 602(c)(1)(ii); 

c. The Settlement;  

d. Exhibits A, B, C-1, C-2, D, E, F, and G; and  
                                              

1 American Electric Power Service Corporation’s affiliates include: Appalachian 
Power Company, Indiana Michigan Power Company, Kentucky Power Company, 
Kingsport Power Company, Ohio Power Company, and Wheeling Power Company 
(collectively the “AEP East Operating Companies”); and AEP Appalachian Transmission 
Company Inc., AEP Indiana Michigan Transmission Company Inc., AEP Kentucky 
Transmission Company Inc., AEP Ohio Transmission Company Inc., and AEP West 
Virginia Transmission Company Inc. (collectively, the “AEP East Transmission 
Companies”). The AEP East Operating Companies and the AEP East Transmission 
Companies are collectively referred to as “AEP.” 
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e. A certificate of service.2  

2. Per 18 C.F.R. § 385.602(f)(2), initial comments on the Settlement were due on 
January 3, 2018. Commission Trial Staff (Trial Staff) submitted initial comments in 
support of the Settlement on that date.  

3. Per 18 C.F.R. § 385.602(f)(2), reply comments on the Settlement were due on 
January 16, 2018. No reply comments were filed therefore the period for filing comments 
is closed. Because no party filed comments opposing the Settlement, it stands as 
uncontested. 

I. Background 

4. On November 22, 2016, the AEP East Operating Companies and the AEP East 
Transmission Companies separately submitted for filing proposed revisions to the 
transmission formula rates and protocols, Attachment H-14A and Attachment H-14 B, 
and Attachment H-20A and Attachment H-20B, respectively, of the PJM Interconnection, 
L.L.C. (PJM) Open Access Transmission Tariff (OATT). The filings sought to: (1) 
transition the transmission formula rates from “historic” to “forward looking;” (2) add 
line items to pro-rate property-related accumulated deferred income tax in the projected 
test year and provide flow through of deferred tax liability items; (3) update Kingsport 
Power Company’s depreciation rates to reflect those recently accepted by the Tennessee 
Regulatory Authority; and (4) revise the protocols and formula rate templates to conform 
to Commission guidance and existing PJM OATT provisions. 

5. Motions to intervene, protests, and motions for suspension and hearing were filed 
in these proceedings by certain parties, including, among others, many of the Settling 

                                              
2 On December 28, 2017, a corrected certificate of service was filed reflecting the 

date of service and a signature.    
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Parties.3 AEP filed an answer on December 28, 2016,4 and a supplemental answer on 
January 9, 2017.5  

6. On March 10, 2017, the Commission, by delegated letter order, accepted AEP’s 
filings subject to refund, suspended the filings for a nominal period to become effective 
January 1, 2017, and set the proceedings for hearing and settlement judge procedures.6  

7. On March 16, 2017, the Chief Administrative Law Judge appointed the 
undersigned as the Settlement Judge. In-person settlement proceedings were held on 
March 30, 2017, May 18, 2017, July 13, 2017, and September 14, 2017. During the 
September 14, 2017 settlement conference, an agreement-in-principle was reached 
among AEP, Trial Staff, and the intervenors that actively participated in the settlement 
process. The agreement-in-principle resulted in the Settlement. 

II. Offer of Settlement  

8. Article I sets forth definitions applicable to the Settlement.  

9. Article II contains the substantive provisions of the Settlement.  

10. Section 2.1 outlines the revisions to the Formula Rates in Attachment H-14B and 
Attachment H-20B of the PJM OATT (attached in clean form in Exhibit A of the 
Settlement) and the Formula Rate Protocols in Attachment H-14A and Attachment H-
20A of the PJM OATT (attached in clean form in Exhibit F of the Settlement). Section 
2.1 also details the various exhibits to the Settlement. 

                                              
3 The Settling Parties are: AEP; AEP Intervenor Group; American Municipal 

Power, Inc.; Office of the Attorney General of Virginia, Division of Consumer Counsel; 
Blue Ridge Power Agency; Craig-Botetourt Electric Cooperative; Indiana Municipal 
Power Agency; Indiana Michigan Municipal Distributors Association; Wabash Valley 
Power Association, Inc.; Indiana Utility Regulatory Commission; Old Dominion Electric 
Cooperative; and Indiana Office of Utility Consumer Counselor. Buckeye Power, Inc. is 
not a Settling Party, but does not oppose the Settlement. 

4 AEP Answer to Intervenor Motions (Dec. 28, 2016). 

5 AEP Motion for Leave to File Supplemental Answer and Supplemental Answer 
to Joint Customers Motion (Jan. 9, 2017).  

6 PJM Interconnection, L.L.C., 158 FERC ¶ 62,187 (2017). 
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11. Section 2.2 describes the implementation of the Settlement. Section 2.2.1 confirms 
that AEP has posted the Annual Projection for the 2018 Rate Year using the revised 
Formula Rates included as Exhibit B with projected 2018 cost and revenue data. Section 
2.2.2 states that AEP will coordinate with PJM to ensure that rates are calculated pursuant 
to the Revised Formulas on and after the 2018 Rate Date. Section 2.2.3 provides that the 
True-Up Adjustment for the 2017 Rate Year will reflect all rate adjustments necessary to 
implement the components of the Revised Formulas for transmission service provided 
from January 1, 2017, through December 31, 2017, but the use of the average of 13-
monthly balances in calculating transmission plant balances and the cost of capital will 
not begin until January 1, 2018. Section 2.2.4 states that the True-Up Adjustment for the 
2018 Rate Year will reflect all rate adjustments necessary to implement the components 
of the Revised Formulas for transmission service provided from January 1, 2018, through 
December 31, 2018, including the use of 13-monthly average balances used for 
calculating transmission plant investment and AEP’s cost of capital. Section 2.2.5 
provides that the True-Up Adjustments for Rate Years prior to the 2016 Rate Year are 
unaffected by the Settlement except that the Settling Parties agree that the Settlement 
disposes with finality of any pending Preliminary Challenge for such Rate Years. 

12. Article III addresses the effect of the Settlement and certain reservations agreed to 
by the Settling Parties. Section 3.1.1 provides that the “Settlement Agreement Effective 
Date” will be the date upon which (a) the Commission issues a final order approving this 
Settlement without conditions or modifications, or (b) the Settling Parties notify the 
Commission in writing within 15 days of Commission approval of the Settlement that 
they accept any conditions or modifications imposed by the Commission. Section 3.1.2 
confirms that the Settlement will resolve and dispose of all matters placed at issue in 
these proceedings. Section 3.1.3 provides that the Settlement is submitted on the express 
condition that any Settling Party may withdraw from the Settlement in the event that the 
Commission does not approve the Settlement without conditions or modifications that are 
unacceptable to the Settling Party. 

13. Section 3.2 discusses two reserved issues. Section 3.2.1 provides that the 
Settlement does not prejudice either (i) the rights of any Settling Party to assert that the 
transmission revenue requirement of any AEP East Operating Company or AEP East 
Transmission Company should be adjusted to reflect the claimed value of attaching an 
affiliated AEP company’s distribution equipment to the transmission facilities of any of 
the AEP East Operating Company or AEP East Transmission Company, or (ii) the rights 
of AEP to oppose such an adjustment or propose any adjustments. Section 3.2.2 states 
that the Settlement does not prejudice the rights of any Settling Party during the Annual 
True-up process conducted in accordance with the Formula Rate Protocols (i) to request 
from AEP the identification of, and any relevant information related to, any radial 
transmission lines owned by any AEP East Operating Company or AEP East 
Transmission Company that are included in the transmission rate base underlying AEP’s 
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Formula Rates, or (ii) to challenge the inclusion of such costs in the transmission rate 
base. 

14. Section 3.3.1 provides that the Settlement is not intended to affect the rights of any 
Settling Party with respect to the matters at issue in any other pending proceeding, 
including Docket No. EL17-13. 

15. Article IV discusses the standard of review of the Settlement. Section 4.1 states 
that the “public interest standard” set forth in United Gas Pipe Line v. Mobile Gas Serv. 
Corp., 350 U.S. 332 (1956), FPC v. Sierra Pac. Power Co., 350 U.S. 348 (1956), and 
Morgan Stanley Capital Grp., Inc. v. Pub. Util. Dist. No. 1 of Snohomish Cty., 554 U.S. 
527 (2008) (Morgan Stanley), will govern the Commission’s consideration of any 
modification of the Settlement proposed by a Settling Party, and that the “ordinary” just 
and reasonable standard of review discussed in Morgan Stanley will govern the 
Commission’s consideration of any modification to the Settlement that is proposed by a 
party other than a Settling Party, or by the Commission itself acting sua sponte. Section 
4.2 provides that the Settlement does not constitute precedent or establish a “settled 
practice” as that term is interpreted in Pub. Serv. Comm’n of New York v. FERC, 642 
F.2d 1335 (D.C. Cir. 1980). 

16. Article V contains general provisions common to settlements including but not 
limited to provisions related to the entirety of the Settlement; non-severability; 
confidentiality of settlement discussions; no precedent or admissions; waivers; section 
205 and 206 filings; and successors and assigns. 

III. Comments  

17. Trial Staff filed comments in support of the Settlement on January 3, 2018.7 Trial 
Staff states that the Settlement resolves all issues set for hearing and is fair, reasonable, 
and in the public interest. Trial Staff asserts that the implementation protocols are 
consistent with Commission precedent, adjustments made to the formula rate templates 
more accurately track costs, and additional detail was added to each formula rate template 
that provided more transparency.  

                                              
7 Comments of the Commission Trial Staff Supporting Settlement Agreement 

(Jan. 3, 2018).  
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IV. Explanatory Statement  

18. In answering the four questions that the explanatory statement of each settlement 
agreement filed with the Commission must answer,8 AEP makes the following 
representations: 

A. Does the settlement affect other pending cases? 

19. The Settlement does not affect other pending cases. 

B. Does the settlement involve issues of first impression? 

20. The Settlement does not involve any issues of first impression. 

C. Does the settlement depart from Commission precedent? 

21. The Settlement does not depart from Commission precedent. 

D. Does the settlement seek to impose a standard of review other than the 
ordinary just and reasonable standard with respect to any changes to 
the settlement that might be sought by either a third party or the 
Commission acting sua sponte? 

22. The Settlement states that the ordinary just and reasonable standard of review will 
govern the Commission’s consideration of any modification to the Settlement that is 
proposed by a party other than a Settling Party or by the Commission itself acting sua 
sponte. 

V. Discussion  

23. The Settlement reasonably resolves all issues set for hearing in this proceeding, 
and presents no issues that are of first impression, or on which the Commission 
previously has reversed its position. In accordance with 18 C.F.R. § 385.602(g)(1), the 
undersigned certifies that the Settlement is uncontested. In accordance with 18 C.F.R. § 
385.602(g)(3), the undersigned finds that the Settlement appears to be fair and reasonable 
and in the public interest. 

                                              
8 Amended Notice to the Public on Information to be Provided with Settlements 

and Guidance on the Role of Settlement Judges (issued Dec. 15, 2016). 
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VI. Certification  

24. Therefore, pursuant to Rule 602(g)(1), the undersigned hereby certifies to the 
Commission the following documents:  

a. The Settlement, filed with tariff sheets, and all supporting documents 
submitted on December 14, 2017;  

b. Comments submitted by Trial Staff on January 3, 2018; and  

c. All pleadings, orders, and other documents of record in this proceeding. 

 

 

 
  Steven L. Sterner  
  Settlement Judge 
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