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AES Ohio at the PUCO
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Electric Security Plan (ESP 4)
• Case No. 22-900-EL-SSO, et al.

• Application filed September 26, 2022

• Near unanimous settlement with Staff, 14 
Signatory Parties, and 3 Non-Opposing 
Parties 

• Settlement approved by the PUCO on 
August 9, 2023



ESP 4 Overview
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→Standard Service Offer

● Continues biannual auction format and reintroduction of 
laddered multi-year products

→Distribution Investment Rider

● Recovers of and on certain distribution capital investment 
since June 30, 2020 (date certain in 2020 distribution rate 
case)

● Subject to revenue caps, tied to reliability performance

→Proactive Reliability Optimization Rider 

● Recovery of certain vegetation management expenses 
approved in distribution rate cases 

→Customer Program Rider

● Weatherization and Bill Payment Assistance Program 

● Disadvantaged Communities Energy Initiative 

● Residential Off-Peak Incentive Program (Electric Vehicles) 

→Green Energy Alternative Tariff

● Recognizes agreements with customers “for the purpose of 
constructing a customer sited renewable energy resource . 
. . that will provide the mercantile customer or group with a 
material portion of [their] electricity requirements” under 
R.C. 4928.47

→Transmission Billing Reform 

● AES Ohio will bill all primary voltage and above customers 
for all TCRR demand charges based on NSPL, beginning 
June 2025

● Non-residential secondary customers may opt-in (but must 
stay in for 2 years)

→Other rate impacts

● Discontinues Retail Stability Charge 

● Does not implement proposed Decoupling Rider 

● Recovers certain deferred expenses (regulatory assets) 



ESP 4 – Economic Development Incentive 
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→AES Ohio will enter into Service Agreement with 
existing or new non-residential customer with a demand 
of 500 kW or greater at single site to support new or 
expanded business or manufacturing facilities 

→Two-year incentive 

→Reduction to monthly billed demand for distribution 
service, except Primary-Substation and High Voltage 
service (reduced billed demand for distribution and 
transmission service)  

→Expansion must commence during 3-year ESP term

→Funded through Economic Development Rider

 Capped at $1.50 per year per residential customer, 
$10.00 per year per secondary customer, and 
$750 per year per customer served at primary and 
above 

→Incentive levels

 >$20 million of investment or load growth of >500 
kW  50% reduction

 >$30 million of investment or load growth of >7500 
kW  55% reduction

 >$40 million of investment or load growth of 
>1,000 kW  60% reduction

 >$50 million of investment or load growth of 
>1,250 kW  65% reduction

 >$60 million of investment or load growth of 
>1,500 kW  70% reduction



AES Ohio at the PUCO
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2020 Distribution Rate Case
• Case No. 20-1651-EL-AIR, et al.

• Filed November 30, 2020
• Date Certain: June 30, 2020

• Test Year:  June, 1, 2020 – May 31, 2021

• Staff and 19 other parties participated

• Fully litigated hearing in January 2022

• Order issued in December 2022
• Approved $75.6 million increase in annual revenue requirement 

• Approved rate of return of 7.43% (ROE of 9.999%)

• Without increase, AES Ohio’s rate of return was 0%

• Allows for increased vegetation management recovery 

• Rates implemented September 2023 with 
ESP4



AES Ohio at the PUCO
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Smart Grid Plan – Phase 1
• Case No. 18-1875-EL-GRD, et al.

• Approved Stipulation on June 16, 2021

• Four-year Phase 1
• Capex and O&M capped at $267,600,000

• Plan for Phase 2 to be filed by June 2024

• Quarterly collaborative meetings for 
Smart Grid deployment and Smart 
Thermostats 



Smart Grid – Phase 1 Overview 
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CUSTOMER FACING OPERATIONAL 

EV Charger Rebates: $5.1 Million over 4 Years Advanced Metering Infrastructure: 495,000 
Meters (95%) 

Smart Thermostats: $337,500 Annually for Rebates Distribution Automation: 88 Circuits (20%) 

Water Heater Demand Response Pilot: 200 
Dayton PIPP Customers 

Substation Automation: 30 Substations (20%) 

Dayton Solar: Interconnection Assistance Volt/VAR Optimization, Conservation Voltage 
Reduction: 132 Circuits (30%) 

IGS Solar: Funding solar initiative Foundational: Advanced Distribution 
Management System (ADMS) 

Wright-Patterson Air Force Base: Resiliency Grant Foundational: Telecommunications & Cyber Security 

CIS Investment: Beginning within 6 Months 
(not recovered through IIR) 

Foundational: GIS Mapping 



Advanced Metering Infrastructure
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Background Information
→ 495,000 Meters (95%) by June 

2025

Key Accomplishments
→ 291,507 meters installed 

through November

Key Planned Activities
→ ACE Integrations



Advanced Metering Infrastructure
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Year displayed indicates anticipated completion time but is 
subject to change.



AES Ohio at the PUCO
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Smart Grid Plan – Phase 2
• Case No. 24-0112-EL-GRD, et al.

• Application filed February 8, 2024

• 10-Year Plan focused on operational 
insights, grid technology deployment, and 
foundational network and security 
investments 

• Positive benefit-cost ratio that delivers 
benefits as to avoiding/deferring capital, 
delivering O&M savings, energy/demand 
savings, and enhanced reliability, as well 
as indirect benefits of economic 
development and reduced GHG



The AES Ohio Smart Grid Platform comprises field-deployed technologies and foundational 
investments that support business level insights to optimize AES Ohio’s operations and strategy
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GRID TECHNOLOGY DEPLOYMENT
Deployment of smart grid technologies and automation supported by foundational investments. These 
technologies operate in the field to improve reliability for AES Ohio customers and generate data about the 
state of the grid. 

OPERATIONAL INSIGHTS
Development and deployment of operational tools and actionable insights, using data from Smart Grid 
technologies and other enterprise AES Ohio systems. Insights generated enable AES Ohio to optimize 
operations, maximize customer benefits, and better support future customer needs.

FOUNDATIONAL NETWORK & SECURITY INVESTMENTS
Investments in the foundational communications and security systems necessary to enable 
coordination of assets securely across AES Ohio’s territory.

Dynamic Network Model 
Optimization

Dynamic Network Model 
Optimization Utility DER ManagementUtility DER ManagementDistribution PMACDistribution PMAC Grid Edge IntelligenceGrid Edge Intelligence

Distribution AutomationDistribution Automation Substation AutomationSubstation Automation VVO/CVRVVO/CVR Field Crew ManagementField Crew Management

AMIAMI TelecomTelecom CybersecurityCybersecurity



AES Ohio 
Distribution
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AES Ohio Charges

 AES Ohio bills contain 2 primary line-item charges:

 Customer Charge

 Other Delivery Charges

 Base distribution service

 Distribution riders 

 Transmission cost recovery

 For customers that do not competitively source generation service, 
monthly bills will also include Supply Charges.
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AES Ohio’s Demand Ratchet

 For non-residential customers, AES Ohio defines billed demand as the 
greatest of either: 

 1. Off-Peak: 75% of the highest 30-minute kilowatt (kW) demand 
which occurs off-peak during the billing month (off-peak is defined 
as    8:00 P.M. to 8:00 A.M. M-F, weekends, and holidays), 

 2. On-Peak: 100% of the highest 30-minute kW demand which 
occurs on-peak (8:00 AM – 8:00 PM, non-holiday weekdays) during 
the billing month, or 

 3. 75% of the highest billing demand set during the months of June, 
July, August, December, January, and February during the 11 
months prior.
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Current Base Distribution Charges
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• Reactive demand charge for Primary tariff increased to $0.8380948/ kVAR.
• Reactive demand charge for Primary-Substation tariff decreased to $0.1707299/ kVAR.



Impact of ESP IV on Distribution Riders

 The Retail Stabilization Charge (RSC) was eliminated. 
 Ohio Revised Code riders not impacted: USF, SGF, LGR, and Excise 

Tax
 Storm Cost Recovery Rider (SCRR) continued with modification.
 AES Ohio riders continued without modifications:

 Tax Savings Credit Rider
 Infrastructure Investment Rider
 Economic Development Rider
 Transmission Cost Recovery Rider – Nonbypassable (TCRR-N)

 New riders:
 Distribution Investment Rider (DIR)
 Regulatory Compliance Rider (RCR)
 Proactive Reliability Optimization Rider (PRO)
 Customer Programs Rider (CPR) – Residential Only
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New PRO, DIR, and RCR Rates

 PRO

 Effective September 1, 2023

 Annual rate updates

 DIR

 Effective October 1, 2023 at 6.7986% of base distribution 
charges.

 Quarterly rate updates (Next update scheduled April 1, 2024)

 January 1, 2024 rate is 8.6903% of base distribution charges.

 RCR

 Effective on

September 1, 2023

 Annual rate updates
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January 1, 2024 USF Rates
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 AES Ohio’s Universal Service Fund (USF) rider rate decreased 
significantly on January 1, 2024.

 The USF provides funding for the state’s Percentage of Income 
Payment Plan (PIPP) program and low-income customer energy 
efficiency programs.

 Established under Section 4928.51 of the Ohio Revised Code.



January 1, 2024 LGR and SGF Rates

 Legacy Generation Rider (LGR) and Solar Generation Fund (SGF) 
rider were updated on January 1, 2024

 LGR is updated semi-annually.

 Ohio Revised Code Section 4928.148 (House Bill 6)

 SGF is updated annually.

 Ohio Revised Code Section 4928.148 (House Bill 6)

 Ohio Revised Code Section 3706.46 (House Bill 128)
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AES Ohio 
Transmission
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Transmission Service

 Transmission is: 

 The service for moving electricity across high voltage lines; 

 Included as a charge in your monthly electric bill; and

 Regulated by the Federal Energy Regulatory Commission 
(FERC).

 PJM oversees operation of transmission systems in Ohio. 

 PJM bills Load Serving Entities (LSEs), such as investor-owned 
utilities and retail suppliers, for transmission.

 LSEs pass transmission costs on to customers.

 PJM establishes Annual Transmission Revenue Requirements 
(ATRR) for each transmission zone.
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2024 ATRR and NITS Rates for Ohio EDUs
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 PJM released 2024 ATRR projections in January.

 Network Integration Transmission Service (NITS) charge is the 
largest component of transmission cost recovery.



Historical Dayton (DAY) Zone ATRR
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AES Ohio’s Transmission Investments 
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Source: The Dayton Power and Light Company d/b/a AES Ohio 224 ATRR Documents.
https://www.pjm.com/markets-and-operations/billing-settlements-and-credit/formula-rates.aspx



Transmission Cost Recovery
 AES Ohio recovers transmission costs from customers via the 

Transmission Cost Recovery Rider-Nonbypassable (TCRR-N).
 AES Ohio’s current electric security plan (ESP IV) includes a small-

scale TCRR-N Opt-Out Pilot program that will continue through May 
2025.

 As stipulated in ESP IV, beginning in June 2025:
 all non-residential customers served at primary voltage & above, &
 any non-residential customers taking service at secondary voltage 

that opt-in
will be billed TCRR demand charges on the basis of their Network 
Service Peak Load (NSPL).

 Secondary customers who opt-in to TCRR charges billed on the basis 
of their NSPL may not opt-out within three years of opting-in.

 A customer’s 2024 NSPL was determined by load during the hour 
ending 6:00 PM on August 23, 2023.
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Current AES-Ohio TCRR-N Rates 

 Current TCRR-N rates went into effect on September 1, 2023

 Rates updated annually on June 1

 AES Ohio’s proposed TCRR-N rate updates should be filed on 
or before March 15, 2024.
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AES Ohio
Generation
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Generation Service

 Cost associated with generating the electrons that 
consumers use to power lights and equipment.

 Customers served by AES Ohio have the option to 
competitively source electric generation service.

 Investor-owned EDUs are required to provide default 
generation service to customers that do not contract for 
generation through an alternative supplier.
 This default service is referred to as the Standard Service Offer 

(SSO) or Standard Offer Rate (SOR)
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Standard Offer Rate

 The Standard Offer Rate (SOR) rate is the default rate 
charged by AES Ohio for generation service to customers 
that do not contract with an alternative supplier. 

 SOR rates update every June 1 based on the results of the 
SSO auctions.

 Current SOR rates shown below:
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Recent SSO Auction Results
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 One tranche equals 1% of the overall SSO load for the Delivery Year 
(DY).

 Next and final auction for the 2024/2025 DY will take place in April 
2024.



OVEC Generation Purchase Rider Audits for DP&L,      
Duke Ohio and AEP Ohio – PUCO Case No. 21-477-EL-RDR

• O.R.C. 4928.148 (HB 6), effective on October 22, 2019, required that the PUCO 
establish a nonbypassable rate mechanism for the retail recovery of prudently incurred 
costs related to a legacy generation resource (LGR) (“OVEC”) for the period from 
January 1, 2020 to December 31, 2030.

• OVEC owns two coal-fired power plants – Kyger Creek Power Plant at Cheshire, Ohio, 
and IKEC’s Clifty Creek Power Plant at Madison, Indiana, with a nameplate generating 
capacity of 1,086.3 MW and 1,303.56 MW respectively.

• Ohio Electric Distribution Utilities (EDUs) have the following OVEC ownership:
o Ohio Power Company (AEP Ohio):  19.93%
o Duke:  9.00%
o Dayton Power & Light (AES Ohio):  4.90%



OVEC Generation Purchase Rider Audits for DP&L,      
Duke Ohio and AEP Ohio – PUCO Case No. 21-477-EL-RDR

• PUCO is required to determine the prudence and reasonableness of the actions of 
EDUs with LGR ownership interests during years 2021, 2024, 2027, and 2030.

• May 5, 2021, PUCO ordered an audit of OVEC for the period from January 1, 2020, 
through December 31, 2020.

• On July 14, 2021, the Commission selected London Economics International LLC (LEI) as 
the third-party auditor to assist with the prudency and reasonableness audit. 

• On December 17, 2021, PUCO Staff filed the audits of the LGR for each of the EDUs –
the LEI audit for AES Ohio concluded:
o Between 2019 and 2020, OVEC’s net generation declined by 19.69% from 

11,238,298 MWh to 9,025,018 MWh.  During the same period, the total power 
cost declined by 5.54% from $640.80 million to $605.27 million.  As a result, the 
average power cost (total power cost divided by net generation) increased by 
17.54% from $57.04/MWh to $67.00/MWh.



OVEC Generation Purchase Rider Audits for DP&L,      
Duke Ohio and AEP Ohio – PUCO Case No. 21-477-EL-RDR

• The LEI audit conclusions (continued…)
o “Overall, LEI found that the processes, procedures, and oversight were mostly 

adequate and consistent with good utility practice… [and] “LEI’s analysis shows 
that at this time the OVEC plants cost customers more than the cost of energy and 
capacity that could be bought on the PJM wholesale markets.”

o “[S]ome of the time during the audit period, the PJM energy price did not cover 
fuel and variable costs. LEI believes the temporary permission given by the OVEC 
Operating Committee … to allow the OVEC plants to be committed either as must-
run or based on economic commitment … was prudent[.]

o “Ideally, the units would be committed based on economics all or most of the 
time, but in the case of coal plants this can cause difficulties in managing staffing 
and fuel deliveries, and repeated start-up of coal plants can damage equipment.”



OVEC Generation Purchase Rider Audits for DP&L,      
Duke Ohio and AEP Ohio – PUCO Case No. 21-477-EL-RDR

• Multiple parties intervened, and evidentiary hearing held over five days from October 
31, 2023 – November 6, 2023.

• Post-hearing briefing ongoing.
• One of the key arguments relates to how whether the OVEC plants were operated 

prudently, as summarized by OCC here in its post-hearing brief:
o “One key operating decision was whether to keep the plants running every day 

(despite incurring $105 million in losses during 2020) or to only run the plants on 
the few days during the year when they might earn a profit.”

• Other arguments focus on larger policy issues relating to supporting OVEC coal plants.
• Decision expected later 2024.



These materials have been prepared by Baker & Hostetler LLP for informational purposes only and are not legal advice. The information is not intended to create, and receipt of it does not constitute, 
a lawyer-client relationship. Readers should not act upon this information without seeking professional counsel. You should consult a lawyer for individual advice regarding your own situation. 
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CONCLUSION OF AES OHIO WORKSHOP


