
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 16" day of April 2026.

CASE NO. 24-0289-E-P — Reopened

APPALACHIAN POWER COMPANY and

WHEELING POWER COMPANY

Petition to Update the MRBC Rates Currently in Effect.

and

CASE NO. 24-0415-E-P — Reopened

APPALACHIAN POWER COMPANY and

WHEELING POWER COMPANY

Petition for Review of Vegetation Management Program

and Update of VMP Surcharge.

and

CASE NO. 24-0322-E-IMM — Reopened

APPALACHIAN POWER COMPANY and

WHEELING POWER COMPANY

Petition to Update the Broadband Surcharge Rates

Currently in Effect.

and

CASE NO. NOIE APCO AND WHEELING 26A

APPALACHIAN POWER COMPANY and

WHEELING POWER COMPANY

Notice of Intent to File General Base Rate Case.
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COMMISSION ORDER

The Commission establishes the cumulative revenue requirements for the

Modified Rate Base Cost (MRBC) true-up as discussed in previous Orders. In

addition, we address the final true-up of both the Vegetation Management Program

(VMP) deferral and the Broadband Surcharge deferral and authorize Appalachian

Power Company and Wheeling Power Company (jointly Company or Companies)

to include these deferrals in their next Expanded Net Energy Cost (ENEC) filing.

The Commission also considers an alternative to the Electricity Rate Stabilization

(ERS) surcharge requested by the Companies in Case No. 24-0854-E-42T and, in

lieu of that request, we conditionally approve a base rate adjustment mechanism

to moderate and stabilize base rate changes and tariff filings.

BACKGROUND

On November 1, 2024, in Case No. 24-0854-E-42T, the Companies filed

revised tariff sheets reflecting increased electric rates and charges of

approximately $250.5 million or 14.6 percent.

On August 28, 2025, also in Case No. 24-0854-E-42T, the Commission

issued an Order (August Order) authorizing an increase of $76.1 million, or

approximately 4.4 percent of total revenue and requiring that the current rates

remain unchanged pending the effects and rate adjustments associated with a

| proposed securitization of a significant portion of the Companies’ investment in

generation plants and regulatory assets.

On February 20, 2026, in the same case, the Commission issued an Order

on Petitions for Reconsideration (February 2026 Order), authorizing a revenue

requirement based on an adjusted return on equity of 9.75 percent, which resulted

in a weighted average overall rate of return of 7.07 percent. This change increased

the total authorized increase from $76.1 million to $91.0 million, or approximately

5.3 percent of total revenue.

In the February 2026 Order the Commission addressed the MRBC deferred

balance which the Companies had noted was still unresolved. We explained:

The Commission is not forgetting the MRBC. The MRBC

will be considered in a final true-up proceeding for all of

the surcharge cases that are ending as we stated on

page 18 of the August 28, 2025 Commission Order. The
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Commission intends to hold this true-up proceeding prior

to the finalization of Case No. 25-0310-E-P.'

On March 31, 2026, the Commission issued an order in Case

No. 25-0310-E-P (Securitization Financing Order), authorizing the issuance of

$2.6 billion in bonds to secure certain assets, including a projected $492.2 million

ENEC under-recovery of previously approved costs. The Commission noted that

the ENEC under-recovery component of the authorized securitization amount

included estimates for certain offsets that will continue until securitization bonds

are finalized, which is not anticipated before August 31, 2026. By establishing the

total cumulative MRBC Revenue Requirement from its inception in this Order and

authorizing the Companies to recover any amount authorized that has not already

been recovered from the ENEC billed revenue, the final ENEC under-recovery will

be affected by this Order. That balance may also be impacted by the VMP and

Broadband Surcharge true-up which will be included in the upcoming ENEC

proceeding. The Companies are directed to prepare the over/under-recovery

schedules in the upcoming ENEC filing to clearly show the ENEC over- or under-

recovery balance projected to August 31, 2026.

DISCUSSION

A. MODIFIED RATE BASE COSTS

In the Commission’s June 30, 2021 Order in Case No. 20-1012-E-P, the

Commission approved a special cost recovery mechanism to reflect periodic

changes in net rate base due to additions of certain rate base components. In that

proceeding the Commission approved an initial cost recovery rate increment to

produce annual revenue of $44.2 million effective September 1, 2021.

The Companies filed for and were authorized to update the MRBC rates

in Case Nos. 22-0304-E-P and 23-0298-E-P. Then, on March 15, 2024, the

Companies filed for a final update of the MRBC rates effective September 1, 2024.

That filing was designated Case No. 24-0289-E-P.

On July 10, 2025, the Commission issued an Order in Case

No. 24-0289-E-P in which the Commission denied modifications to the MRBC

surcharges and deferred final consideration to the pending base rate case (Case

No. 24-0854-E-42T) or a possible final true-up MRBC proceeding. In that Order,

the Commission explained that, for the final true-up, the revenue requirements

during the entire period that the MRBC mechanism was in effect will be compared

to the revenue billed to customers at the various MRBC rate levels that have been

1 Commission Order, Case No. 24-0854-E-42T, Feb. 20, 2026, at 17.
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in effect and a final over- or under-recovery will be determined. We recognized

that deferring a final rate increment would likely result in an under-recovery, which

is contrary to the intent of the MRBC. Therefore, the Commission approved a

carrying charge to apply to under-recoveries beginning in September 2024 (post-

September 1 under-recoveries) at a monthly carrying charge rate equal to one-

twelfth of the weighted average cost of capital to be approved in the Companies’

pending base rate case. We also approved a carrying charge at the same rate

beginning in September 2024 to apply to one-twelfth of the accumulated over- or

under-recovery balance determined to be incurred effective August 31, 2024, (pre-

September 1 over- or under-recoveries) and increasing that amount by an

additional one-twelfth of the August 31, 2024 balance each month thereafter (not

to exceed the total August 31, 2024 balance) for purposes of calculating a carrying

charge on pre-September 1 over- or under-recoveries.

The Commission now determines that a final true-up of the MRBC should

be concluded at this time. We base the true-up on the records developed in the

prior MRBC cases and determine that there is sufficient evidence in those cases

to quantify the total cumulative revenue requirement that the Companies are

entitled to recover over the life of the MRBC until it was rolled into base rates.
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The following table provides data from the various MRBC cases.

| CaseNumber | 20-4012EP |23-0295-EP

ac a
Period Used For 40/1/2020

Incremenal Increase in | 1/1/2018 thru 9/30/2020 thru 9/30/24 10/1/2021 thru 9/30/22 10/1/2022 thru 9/30/2023

Rate Base

Cumulative Rate Base

Rate ofRetum | 0.07263 | |0.06737_|
Return | 82 |$39.4
oo | 51
a | $1.0 | | $1.2 |

Rev Req on Deferred

sitaduiment | =
Franklin Road Rev Req

Agreed ADIT Allocation

fadjusiment | ae Pe
Agreed AFUDG

Agama || i P|
Agreed Wheeling

Depreciation ad | a ra
7 7 7

7 af fa
8 $66.5 $96.8

Original Original

Case Record Page Filing KIW- Filing ait
Reference D2 p1 Bates 38 Bates 38

(Authorized) a

Increase Originally -

lahore | Care i

a | 2Authorized

Ratesin effect | | vtvz024 | pT tztgvzozs | eferred |

The columns with crossed-out data represent the cost elements as filed by

the Companies in each case. In three of the four cases the filed numbers were

modified either by the Commission or by Company updates. The second column

in those cases include the cost elements as approved by the Commission or as

modified by the Companies. Those columns are shaded and represent the cost

elements that the Commission determines are the correct cost components that

represent the total revenue requirement during the MRBC period running from

September 1, 2021, through August 28, 2025, when the MRBC costs were rolled

into base rates.
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In Case No. 20-1012-E-P the Companies filed for an MRBC total revenue

requirement of $49.8 million. The Commission adjusted the allowed revenue

requirement to $44.2 million.

In Case No. 22-0304-E-P the Companies filed a revenue requirement of

$56.9 million. That revenue requirement was agreed to by all parties in that case

and was approved by the Commission.

In Case No. 23-0298-E-P the Companies filed a revenue requirement of

$66.5 million. The Companies subsequently modified the revenue requirement to

$64.3 million, excluding the under-recovery, by agreeing to a downward

adjustment of $700,000 related to the Franklin Road Building and a downward

adjustment related to Staffs proposed modification to allocations of Accumulated

Deferred Income Taxes. In that filing the Companies proposed a $9.2 million

downward adjustment that was a correction to the revenue requirements in Case

Nos. 20-1012-E-P and 22-0304-E-P. The Companies volunteered this adjustment

when they discovered an error in the credits to rate base for deferred State income

taxes. The Commission has determined that while that adjustment is properly

included in the revenue requirements in the two previous cases, the end result of

the one-time credit as proposed by the Companies is accurate for calculating the

final cumulative revenue requirement for the entire MRBC period.

In Case No. 24-0289-E-P the Companies originally filed a revenue

requirement of $96.8 million. They subsequently modified the calculated revenue

requirements to $91.7 million, excluding under-recovery, by accepting certain Staff

adjustments as shown on the above table.

The Commission has included citations to the various documents where the

data in the table was included in the records of the cases. The total of the

Commission authorized revenue requirements for the full MRBC period running

from September 1, 2021 to August 28, 2025 is $256.7 million.

In some special rate cases, such as the ENEC, VMP, natural gas 390P,

natural gas 30C, water DSIC and others, rates are established based on

projections of rate base investment, expenses, and revenue in a future period.

Over- or under-recoveries of the related revenue requirements are influenced by

the accuracy of both the dollar amount and the timing of the projections. The

Commission requires regular true-ups in the form of a timely determination of those

over- or under-recoveries and allowing for collection by the utility or credits back

to customers when designing rates. Unlike those cases, there are no projections

in the MRBC cases. The MRBC rates include only revenue requirements on rate

base already in service before the MRBC rate increments go into effect. The only

projections involved were for the future revenue over which to spread the known
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costs. Therefore the only over- or under-recovery during the period that each

MRBC rate is in effect would normally be attributable to higher or lower than

expected billing units.? This is certainly possible and would be caused by higher

or lower sales volumes than had been projected. However, due to the predictability

of revenue and the fact that the MRBC revenue requirement was a known and

fixed value rather than a projection, the magnitude of over- or under-recoveries

was expected to be small from year to year making regular annual true-ups less

likely to be significant than in other special cost recovery cases.

The timing of the rate increases to recover the known MRBC revenue

requirements has led to under-recoveries that were unexpected when we

established the MRBC rate mechanism structure. In Case No. 23-0298-E-P, for

example, the authorized rate increase to recover the approved revenue

requirements should have gone into effect on September 1, 2023. The increase

did not go into effect until December 19, 2023. The result was that the Companies

under-recovered a portion of the required increase from September 1, 2023, to

December 12, 2023. The increase authorized, however, was small so the resulting

under-recovery should also be small. Alarger under-recovery is expected for Case

No. 24-0289-E-P revenue requirements because the Commission deferred an

increase in the MRBC rate increment for a longer period of time, pending a roll-in

of the MRBC revenue requirements into the base rate case that was under

consideration at that time.

To recognize that the deferral, while waiting for the base rate case roll-in that

would result in under-recoveries, the Commission authorized a carrying charge on

the under-recoveries that would accrue after September 1, 2024 as well as on

under-recoveries that had accumulated prior to September 1, 2024.

While we have determined that the cumulative revenue requirement from

September 1, 2021, to August 28, 2025, is $256.7 million, the records in the various

MRBC cases do not present a clear and complete history of the MRBC revenues.

To complete the true-up process, the Companies should provide an accounting of

the total MRBC rate increment revenue billed to customers from September 1,

2021, through August 28, 2025. The difference between the amount billed and the

cumulative revenue requirement of $256.7 million is the under-recovery that the

Companies are authorized to recover. In addition, we authorize recovery of the

2 The MRBC rates were set as a percentage multiplier applied to base rates. Thus, if the known MRBC

revenue requirement was $3 million and expected future base rates were $100 million, the MRBC base

rate multiplier would be set at 3 percent. If the base revenue was exactly $100 million over the next year

there would be no over- or under-recovery. However, if the base revenue dropped to $90 million, the MRBC

rate multiplier would produce only $2.7 million instead of the targeted $3 million, resulting in a $300,000

under-recovery. If actual base revenue grew to $110 million, the MRBC rate multiplier would produce $3.3

million; or an over-recovery of $300,000. Since base revenue tends to be relatively predictable from year

to year, we did not expect significant MRBC over- or under-recoveries.

7

|


