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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA
CHARLESTON

At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA
in the City of Charleston on the 8" day of September 2026.

CASE NO. 26-0575-E-P

APPALACHIAN POWER COMPANY and

WHEELING POWER COMPANY,
Petition for approval of ratemaking
treatment and for certain vegetation
management costs.

COMMISSION ORDER

The Commission grants the Appalachian Power Company (APCo) and
Wheeling Power Company (WPCo) (collectively, Companies) request to continue
to capitalize the referenced costs for distribution to plant purposes and denies the
Companies’ request to modify the ratemaking treatment of transmission costs.

BACKGROUND

On June 12, 2026, the Companies filed a petition requesting that the
Commission approve the Companies’ proposed ratemaking treatment and
recovery for certain vegetation management costs (Petition).

On June 16, 2026, the Consumer Advocate Division of the Commission
(CAD) filed a Petition to Intervene (CAD Petition).

On July 6, 2026, the West Virginia Energy Users Group (WVEUG) filed a
Petition to Intervene (WVEUG Petition). WVEUG asserted that it had a legal
interest in this proceeding. WVEUG expressed its opposition to the Companies’
request for approval of the Petition without notice and a hearing because of the
potential accounting and ratemaking impacts. WVEUG recommended the
Commission establish a procedural schedule to ensure due process and
development of a complete evidentiary record.

On July 17, 2026, Commission Staff (Staff) filed an Initial Joint Staff
Memorandum and recommended that the Commission deny the Companies’
request to proceed without a hearing and allow the parties to fully develop a record.
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DISCUSSION
Petition

The Companies indicated that their affiliate, Southwestern Electric Power
Company (SWEPCo) was recently the subject of an audit on various issues |
conducted in the normal course by the Federal Energy Regulatory Commission’s
(FERC) Division of Audits and Accounting, including with respect to “compliance
with (1) approved terms, rates, and conditions of its transmission formula rate
mechanism . . . ; (2) accounting requirements of the Uniform System of Accounts
Prescribed for Public Utilities . . . under 18 C.F.R. Part 101; (3)
reporting requirements of the FERC Form No. 1, Annual Report of Major Electric
Utilities. . . .”' The final report pertaining to the audit was filed on March 19, 2026,
and is attached to the Petition as APCo/WPCo Attachment 1 (Audit Report).

One of the Audit Report’s findings relevant to this petition pertains to whether
to expense or capitalize certain categories of vegetation management costs:

Capitalization of Vegetation Management Costs — SWEPCo’s
vegetation management policy was not consistent with the
Commission’s accounting regulations. Specifically, SWEPCo
(1) improperly capitalized ... vegetation management costs that were
not related to the initial or original clearing of land and rights-of-way

(ROW)...2

Based on a review of the relevant sections of the USofA and its
instructions, FERC reasoned:

Under the Commission’s accounting regulations, costs of widening an
existing ROW, clearing vegetation growing in an existing ROW not
previously cleared as part of the initial asset construction, and
trimming vegetation bordering an existing ROW not previously cleared
are required to be recorded as maintenance expense.® .... Under the
Commission’s accounting regulations, SWEPCo should have ...
recorded those costs in the appropriate O&M expense account....*

1 Petition at Bates 6-7.
2 Audit Report at 1-2 (emphasis added).
3 Audit Report at 22 (emphasis added).

4 Audit Report at 23.
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According to the Petition, this was not SWEPCo’s accounting practice or
approach; instead, SWEPCo, like the Companies, has historically capitalized the
italicized-costs described above (Referenced Costs) with respect to both
distribution and transmission asset vegetation management activities. SWEPCo
disagreed with the Audit Report finding, but is accepting it and the related
recommendations.

For FERC accounting and reporting purposes, AEP operating companies,
including the Companies, must abide by FERC'’s determination in the Audit Report
as the proper accounting and reporting for the Referenced Costs; that is, for FERC
accounting and reporting purposes, to account for the Referenced Costs incurred
with respect to both the Companies’ distribution and transmission assets as an
expense rather than capitalizing such costs effective January 1, 2026.

The Companies requested that, for ratemaking purposes, the Commission
authorize the Companies to (1) continue to capitalize the Referenced Costs for
distribution to Utility Plant as doing so is more beneficial for the Companies’
customers, and (2) modify the ENEC to match the recovery of the increased
expense associated with the Referenced Costs for transmission assets through
the corresponding increased PJM Open Access Transmission Tariff (OATT)
transmission revenue credits already approved to flow through the ENEC.

The Companies requested that the Commission issue an order confirming
and authorizing the Companies to continue to capitalize the Referenced Costs
incurred with respect to the Companies’ distribution assets to Utility Plant, instead
of expensing them, for ratemaking purposes because continuing capitalization
results in a lower rate impact for customers.

Commission Decision

The Commission grants the Companies’ request to continue to capitalize the
Referenced Costs associated with distribution assets for West Virginia ratemaking
purposes. The Commission declines at this time to approve the Companies’
requested modification to the ENEC or any change in the ratemaking treatment for
West Virginia purposes for transmission costs. The Companies shall continue to
utilize their existing West Virginia accounting and ratemaking treatment for
transmission costs pending further review. The Commission finds the appropriate
time to consider a change in ratemaking adjustment associated with the FERC
audit finding is in the Companies’ next base rate case, where a complete
evidentiary record can be developed.

The Commission will consider in the next base rate case whether any
adjustment to the West Virginia plant balances is warranted to reflect FERC
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accounting treatment retroactive to January 1, 2026. If an adjustment is approved,
the Commission will consider any associated request for regulatory asset
treatment.

The Companies should provide details regarding ongoing changes in
expense levels if the capitalization of right-of-way clearing is changed. The
Companies should maintain appropriate records sufficient to permit a review and
audit of differences between vegetation management right of way capitalized costs
for FERC accounting purposes and for West Virginia ratemaking purposes. The
Companies shall also be prepared in their next base rate case to quantify any
ongoing changes in expense levels attributable to the FERC accounting treatment.

Petitions to Intervene

The CAD and WVEUG have each stated a legal interest in this proceeding
and accordingly, the Commission grants their respective petitions to intervene.

FINDINGS OF FACT

1. The Companies filed a Petition and requested that the Commission
approve the Companies’ proposed ratemaking treatment and recovery for certain
vegetation management costs as a result of a recent FERC audit of SWEPCo’s
accounting.®

2. In light of FERC’s audit findings and resulting accounting
requirements, the Companies requested the Commission authorize them to
continue to capitalize the Referenced Costs for distribution to utility plant for
ratemaking purposes.®

3. The Companies requested the Commission authorize them to modify
the ENEC to match the recovery of the increased expense associated with the
Referenced Costs for transmission assets with the corresponding increased PJM
OATT transmission revenue credits already approved to flow through the ENEC.”

4. The CAD seeks to become an intervenor in this case.®

5 Petition at Bates.
8 1d.
7ld.

8 CAD Petition.
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5. WVEUG seeks to become an intervenor in this case and opposes the
Companies’ request that the Commission grant the Petition without notice or a
hearing.?

CONCLUSIONS OF LAW

1 The Companies should continue to capitalize the Referenced Costs
associated with the distribution assets for West Virginia ratemaking purposes and
should continue their existing accounting and ratemaking treatment for
transmission vegetation management costs unless and until otherwise authorized
by the Commission.

2. The Commission should deny the Companies’ request to change the
ratemaking treatment for transmission costs.

3. The Commission should grant the CAD Petition because the CAD
stated a legal interest in the proceeding.

4. The Commission should grant the WVEUG Petition because WVEUG
stated a legal interest in the proceeding.

ORDER

IT IS THEREFORE ORDERED that Appalachian Power Company and
Wheeling Power Company’s request to continue to capitalize the Referenced
Costs for distribution to utility plant for West Virginia ratemaking purposes is
granted.

IT IS FURTHER ORDERED that Appalachian Power Company and
Wheeling Power Company’s request to modify the ENEC to match recovery of the
increased expense associated with the Referenced Costs for transmission assets
with the corresponding PJM OATT transmission revenue credits already approved
to flow through the ENEC is denied. Such request may be considered in the
Companies’ next base rate case.

IT IS FURTHER ORDERED that the Petition to Intervene by the Consumer
Advocate Division of the Commission is granted.

IT IS FURTHER ORDERED that the Petition to Intervene by the West
Virginia Energy Users Group is granted.

S WVEUG Petition.
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IT IS FURTHER ORDERED upon entry of this Order this case shall be
removed from the Commission docket of open cases.

IT IS FURTHER ORDERED that the Executive Secretary of the Commission
serve a copy of this Order by electronic service on all parties of record who have
filed an e-service agreement and by the United States First Class Mail on all parties
of record who have not filed an e-service agreement, and on Commission Staff by
hand delivery.

A True Copy, Teste,

»Yorew » \Ebucb%f

Karen Buckley, Executive Secretary

JMB/bj
260575¢
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Public Service Commission
of West Virginia

201 Brooks Street, P.O. Box 812
Charleston, West Virginia 25323

Phone: (304) 340-0300
Fax: (304) 340-0325

September 8, 2026

James M. Bailey, Esq.

Counsel, West Virginia Energy Users Group
Spilman Thomas & Battle PLLC

300 Kanawha Boulevard, East

Charleston, WV 25301

RE: Case No. 26-0575-E-P
Appalachian Power Company and Wheeling Power Company

Dear Mr. Bailey:

Enclosed is a copy of a Commission Order issued today in the above-styled proceeding. Please note
all other parties have agreed to receive this order via electronic notification.

Documents submitted to the Public Service Commission of West Virginia may be 1) uploaded to its
public website, 2) subject to public disclosure under the West Virginia Freedom of Information Act, and/or 3)
subject to disclosure under the West Virginia Open Governmental Proceedings Act. Do not submit personal
information with your filings. The Commission is not responsible for confidential or personal information
included with your submission. A list of personal information is available here:
http://www.psc.state.wv.us/Privacy Policy/VWWhatisPIl.htm

If you have provided an email address you will automatically receive notifications as documents are filed
in this proceeding. The email notifications allow recipients to view a document within an hour from the time the
filing is processed. If you have not provided your email address, please send an email to
caseinfo@psc.state.wv.us and state the case number in the email subject field. You are encouraged to file an
Electronic Mail Agreement which allows the commission to serve all orders issued in this matter via
electronic notification.

Sincerely,

aren Buckley
Executive Secretary

s

KB/al
Enc.





