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Pursuant to Section 4903.10, Revised Code, and Rule 4901-1-35, Ohio Administrative

Code, Ormet Primary Aluminum Corporation (“Ormet”) respectfully seeks leave to apply for

rehearing in this case and submits this Application for Rehearing of the Public Utilities

Commission of Chio’s (“Commission’) January 30, 2008 Opinion and Order in the above-

captioned case.

Thig iz to certlfy thaf the i zgna appearing are an
agcurate and compiote renroduction of a amngn £

. S -t L L R i 4
docwnent delivezed in Lhe regular covirso ol

iy .
Peckaiclan . .Ayned... ete Processes -2-/ 29 LOP




In support of Ormet’s Application, we note that the Commission may grant leave for a
party not having entered a prior appearance in a case to seek rehearing where it first finds:

(1) The applicant’s failure to enter an appearance prior fo the entry upon the journal of the
Commission complained of was due to just cause; and (2) the interests of the applicant were not
adequately considered in the proceeding.! As explained more fully in the attached Memorandum
of Support, Ormet submits that it had just cause for not enfering a prior appearance in this
proceeding and that its interests were not given adequate consideration in this proceeding.

The Commission’s January 30 Opinion and Order unfairly and unreasonably approved a
Stipulation that shifts $4 million of costs to Ormet, who was not party to the Stipulation. The
unjust and unreasonable cost shift results from the recovery of generation costs through a
transmission rider and from a double-recovery of these costs by AEP-Ohio under both the
Stipulation in this case and a prior 2006 Stipulation and Recommendation between AEP-Ohio
and Ormet. Ormet’s failure to enter a prior appearance was caused by the fact that it had no
notice that it would be affected by the 2008 Stipulation in this case. The 2008 Stipulation’s
shifting of substantial costs to Ormet violates the Commission’s criteria for approving a
settlement, which require that (1) the settlement be the product of serious bargaining among
capable, knowledgeable parties; (2) the settlement, as a package, benefits ratepayers and the
public interest; and (3) the settlement package does not violate any important principle or
practice.”

More specifically, rehearing is required because:

+ The 2008 Stipulation violates the Commission’s criteria for approving a settlement because it
has substantial harmful effects on parties not at the bargaining table, who were not

' Ohio Revised Code Section 4903.10.
2 Office of Consumers’ Council v. Public Utilities Comm 'n of Ohio, 592 N E.2d 1370, 1373 (Ohio 1992).



represented by and whose interests differ from the bargainers, and thus the outcome of the
settlement as applied to Ormet is not the product of serious bargaining among capable,
knowledgeable parties;

e The 2008 Stipulation as applied to Ormet violates the Commission’s criteria for approving a
settlement because it is not in the public interest and harms ratepayers by allowing parties to
a settlement to shift millions of dollars in costs to non-parties; and

o The 2008 Stipulation package violates both the important regulatory principle that costs
should be allocated to the function causing the costs to be incurred and the important

regulatory principle against double-recovery.

The specific reasons for Ormet’s Application for Rehearing are set forth in the attached

Memorandum in Support which is incorporated herein by reference.
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MEMORANDUM IN SUPPORT OF
ORMET PRIMARY ALUMINUM CORPORATION’S
APPLICATION FOR REHEARING

Pursuant to Section 4903.10, Revised Code, and Rule 49G1-1-35, Ohio Administrative
Code, Ormet Primary Aluminum Corporation (“Ormet”) respectfully submits this Application
for Rehearing of the Public Utilities Commission of Ohio’s (“Commission™) January 30, 2008
Opinion and Order (“January 30 Opinion and Order”) in the above-captioned case. The

Stipulation and Recommendation (“2008 Stipulation™) approved by the Commission in the Order



fails to meet the Commission’s criteria for the approval of such stipulations. The 2008
Stipulation permits the recovery of generation costs through a transmission rider and in so doing
permits the shifting of substantial costs onto Ormet, that, in combination with Ormet’s contract
with Columbus Southern Power Company (“Columbus Southern”) and Chio Power Company
(“Ohio Power™) (collectively “AEP-Ohio™), will permit double-recovery of costs by AEP-Ohio.
Additionally, Ormet was never given sufficient notice of the captioned proceedings to have
intervened in advance of the issuance of the Order.

I. BACKGROUND

Ormet, a subsidiary of Ormet Corporation, is a major producer of aluminum and,
therefore, a very large consumer of electric power and particularly sensitive to electric rates.
Historically, power costs (including transmission costs) have accounted for approximately one-
third of the cost of aluminum production. The aluminum business is very competitive, very
sensitive to overall economic conditions and normally survives on small margins. Ormet
competes with smelters throughout the world, and most — if not all — U.S. smelters facing high

delivered power costs have been shut down.

Ormet owns an aluminum reduction facility in Hannibal, Ohio. The reduction facility is
physically located in the AEP zone of PJM, and takes generation, transmission and distribution
service from AEP-Ohio under an electric service agreement entered into on November 8, 2006 in
accordance with the Stipulation reached in Commission Case No. 05-1057 (“2006 Stipulation™)
(Attachment C). Ormet’s full contract capacity is 520 MW of power, 24 hours per day, 365 days

per year. Ormet’s current load is approximately 500 MW.

When the reduction facility is fully operating, Ormet Primary (1) has 1,000 employees

with wages totaling approximately $40,000,000 per year; (2) covers approximately 3,300 of its



workers’ and family members® health care, at a cost of more than $10,000,000 per year; (3) pays
approximately $1,000,000 annually in taxes to Monroe County and its School District; and (4)
purchases approximately $15,000,000 to $18,000,000 per year in goods and services in the

Monroe County area.

From its inception, Ormet relied upon low-cost power in the coal-rich Ohio Valley to fuel
its energy-intensive aluminum reduction facility. Ormet’s special relationship with what became
AEP was based upon an expectation that Ormet would be able to continue to use these low-cost
resources. Pursuant to agreements negotiated between Ormet and Ohio Power in the 1950s,
Ormet owned two of three 237.5 MW generating units of the coal-fired Kammer Generating
Station (“Kammer”), which were constructed by Ohio Power, Ormet also received back-up
power for its two units from the third unit owned by Ohio Power. These agreements were key to
Ormet’s decision to locate its facilities in the Ohio Valley. The relationship between Ormet and
Ohio Power was governed by these agreements until 1966, when Ormet agreed to sell its two
Kammer units and its two-thirds interest in the Kammer general facilities to Ohio Power in
exchange for an all requirements power agreement. Prices in that agreement were based upon
the investment and operating costs of the Kammer units. The contract expired November 30,

1997.

When the contract between Ormet and Ohio Power expired, Ohio Power was only willing
to sell Ormet reasonably-priced electric power for a limited period of time. Ormet and Ohio
Power entered into an Interim Agreement which was effective simultaneously with the expiration
of the 1966 contract and expired at the end of 1999. Although Ormet ceased purchasing service

from Ohio Power in 1999, from a physical standpoint, Ormet is still served from Kammer.



In 1999, Ormet was unable to obtain power at a reasonable price from Ohio Power, and
therefore Ohio Power and South Central Power Company (“South Central™), a rural electric
cooperative, agreed fo fransfer Ormet’s reduction facility from the service area of Chio Power to
the service area of South Central commencing January 2000. At that time, there was sufficient
low-cost power in the wholesale market to enable South Central to meet its obligation to serve
Ormet by having Ormet self-supply almost all of its load, Ormet’s energy manager obtained
various wholesale contracts for the benefit of Ormet and ultimately served Ormet directly
pursuant to the terms and conditions of those contracts. Ormet’s arrangement with its energy

manager expired on December 31, 2004,

Beginning January 1, 2005, Ormet purchased power for its aluminum reduction facility
directly from the marketplam’::.1 Two double circuit 138 KV lines extend from the Kammer
switchyard to Ormet’s delivery point.2 Due to its bankruptcy proceeding3 and various
circumstances beyond Ormet’s control, such as the high cost of electricity, a work stoppage at
the Hannibal smelter and the closing of the Ohio River to navigation, in mid-January 2005,
Ormet was forced to curtail operations at its reduction facility. Since that time Ormet has been

working diligently to return its Hannibal smelter to full operating capacity.

Recognizing that it would be unable to obtain power from the market at a sufficiently low
price to enable it to return to full operation, in 2005, Ormet sought to return to Ohio Power’s

service territory. Ormet brought suit before this Commission in Case No. 05-1057. That case

! Attachment A, Affidavit of Thomas G. Temple at para. 9 (“Temple Aff.”).

21d. at para. 6.

* Ormet filed for Chapter 11 Bankruptcy on January 30, 2004 and emerged from bankruptcy on April 1,
2005. It could not, however restart its Hannibal operations at that time, due to continuing high market power prices
and other unfavorable economic factors. Attachment B, Affidavit of Whitfield A. Russell at para. 4 (“Russell Aff.”)



ended in a settlement under which Ormet was returned to the service territory of AEP-Ohio.?
Under that settlement for the period January 1, 2007 through December 31, 2008, Ormet agreed
to pay $43 per megawatt-hour for generation service and to pay tariff rates and all applicable
riders for transmission and distribution service equivalent to Ohio Power’s Schedule GS-4 for 50
percent of Ormet’s load and Columbus Southern’s Schedule GS-4 for 50 percent of Ormet’s

load.’

Paragraph 11 of the 2006 Stipulation in Case No. 05-1057 states that each year AEP-
Ohio must make a filing to set a market rate for generation service to Ormet’s Hannibal facilities
which shall reflect all generation-related service, including, but not limited to, the market for

capacity, energy (on-peak and oft-peak), losses to the metering point, and load following to meet

the requirements of Ormet’s Hannibal facilities.® The 2006 Stipulation further specifies at
paragraph 12 that for the purpose of compensating AEP-Ohio for the differential between service
at the market rate established in such annyal filings and the $43 per megawatt-hour charge for
generation service, AEP-Ohio will be permitted to amortize to income, in the amount of each
differential, without reducing rates, its Ohio Franchise Tax phase-out regulatory liability.” Thus,
under the 2006 Stipulation approved by this Commission in Case No. 05-1057,% Ohio Power and
Columbus Southern are compensated for, inter alia, losses to the metering point with regard to

Ormet.

* In the Matter of the Complaint of Ormet Primary Aluminum Corporation and Ormet Aluminum Mil)
Products Corporation v. South Central Power Company and Ohio Power Company, Case No. 05-1057,
Supplemental Opinion and Order, filed November 8, 2006 at p. 10 (“November 8, 2006 Order”™).

% 2006 Stipulation at para. 7.

62006 Stipulation at para. 11; Russell Aff. at para. 6(d).
72006 Stipulation at para. 12.

¥ November 8, 2006 Order at p. 10.



Ormet never received notice of the instant proceeding sufficient to alert it to the potential
effect the case would have on Ormet, nor did it receive copies of any of the pleadings prior to the
issuance of the January 30 Opinion and Order,” In the instant proceeding, the Commission’s
January 30 Opinion and Order approved the 2008 Stipulation between AEP-Ohio, Commission
Staff, Ohio Consumers® Counsel, Chio Energy Group, Industrial Energy Users-Ohio, Ohio
Hospital Association, Appalachian People’s Action Coalition, and Ohio Partners of Affordable
Energy which agrees, inter alia, that $78 million that should be recovered through the
Generation Cost Recovery Rider (“GCRR”) of AEP-Ohio (to which Ormet is not subject under
its Stipulation with AEP-Ohio) and would instead be recovered through the Transmission Cost
Recovery Rider (“TCRR™) (to which Ormet is subject).'® This shift will result in an increase in
TCRR costs to Ormet of approximately $4 million'! in 2008 improperly allowing AEP-Ohio to
recover directly from Ormet through the TCRR the same losses that its 2006 Stipulation with
Ormet in Case No. 05-1057 specified it should recover through its Ohio Franchise Tax phase-out

regulatory liability. "

The 2006 Stipulation between Ormet and AEP-Ohio provides that AEP-Ohio is to
recover the difference between (1) the market price for generation, including transmission losses
and (2) the fixed price for generation that Ormet pays, through its Ohio Franchise Tax phase-out
regulatory liability. However, under the 2008 Stipulation, the terms of which are now being

imposed on Ormet, AEP-Ohio recovers the same transmission losses through the TCRR. This

? Temple AT, at para. 17.

' In the Matter of the Application of Columbus Southern Power Company and Ohio Power Company for
Approval of an Additional Generation Service Rate increase Pursuaat to Their Post-Market Development Period
Rate Stabilization Plan, Case No. 07-1132, Opinion and Order at 10, filed January 30, 2008,

" Russell Aff, at para. 8.
2 2006 Stipulation at para. 12.



results in an impermissible double recovery by AEP-Ohio that will cost Ormet approximately $4
million in 2008. In its 2006 Stipulation, Ormet bargained for, and the Commission approved, an
arrangement under which it would be insulated from the risk of changes in generations costs,
defined in that stipulation to include transmission losses.” By empowering AEP-Ohio to recovet
transmission losses through the TCRR without any compensating adjustments to the rate Ormet
pays for generation services, the 2008 Stipulation departed from the rates approved for Otmet in

the 2006 Stipulation and shifted approximately $4 million in costs onto Ormet.

Ormet is anxious to bring its aluminum reduction facility back up to full capacity, a
facility which contributes substantially to the economy in Monroe County, an extremely
economically depressed area of Ohio. However, high-priced electricity will add to the economic

disincentives that for so long frustrated Ormet’s efforts to restart its aluminum reduction facility.

1l. REQUEST FOR LEAVE TO SEEK REHEARING

Section 4903.10, Revised Code, and Rule 4901-1-35 provide that upon leave of the
Commission, any affected party may seek rehearing of an order, even without having entered an
appearance in the proceeding. Because the Order regarding which Ormet seeks rehearing here
would cause $4 million in costs to be improperly allocated to Ormet, Ormet is an “affected
party.” Ormet seeks such leave to make an application for rehearing.

The Commission may grant leave for a party not having entered a prior appearance in a
case to seek rehearing where it first finds: (a) The applicant’s failure to enter an appearance prior

to the entry upon the journal of the Commission complained of was due to just cause; and (b) the

" Russell AfT. at para. 16.



interests of the applicant were not adequately considered in the proceeding.'* Ormet had just
cause not to have entered a prior appearance in this proceeding and its interests were not
adequately considered.

Ormet did not have sufficient notice that costs it believed to be accounted for under its
2006 Stipulation with AEP-Ohio would be shifted in a manner inconsistent with that agreement
through a settlement process. Prior to the issuance of the order approving the 2008 Stipulation in
this docket, Ormet had no reason to believe that its interests would be impacted by this
proceeding., Ormet was never served any of the applications in this proceeding, and due to the
nature of its contract with AEP-Ohio, had no reason to believe that proceedings regarding
generation riders would impact its rates. Under its power service agreement with AEP-Ohio,
Ormet pays AEP-Ohio a fixed price for generation service, but is subject to the transmission and
distribution riders applicable to service schedule GS-4 of each utility. Thus, Ormet was unaware
that its rates would be impacted by a charge that was proposed to be a change to a generation rate
schedule.

Ormet’s interests were not given adequate consideration in this proceeding. No other
party to the proceeding has interests that align with Ormet’s. Due to Ormet’s unique contractual
arrangement with AEP, Ormet is subject to the TCRR but not to the GCRR. Most customers of
AEP-Ohio are indifferent as to whether costs are recovered through the TCRR or the GCRR, but
in Ormet’s case the difference amounts to $4 million in 2008. Additionally, no other party has a
contractual arrangement with AEP-Ohio that would permit a double recovery of transmission

losses by AEP-Ohio by shifting that cost from the GCRR to the TCRR. Thus no other party to

" Ohio Revised Code Section 4903.10.

10



this proceeding could have adequately represented Ormet’s interests in the negotiations and
Commission proceedings that resulted in approval of the settlement at issue.

III. SPECIFICATION OF ERROR

The Commission’s January 30 Opinion and Order unfairly and unreasonably approved
the 2008 Stipulation which shifts $4 million of costs to Ormet, who was not party to the 2008
Stipulation, and who had no notice that it would be affected by the 2008 Stipulation. As applied
to Ormet, this result violates the Commission’s criteria for approving a settlement, which require
that (1) the settlement be the product of serious bargaining among capable, knowledgeable
parties; (2) the settlement, as a package, benefits ratepayers and the public interest; and (3) the
settlement package does not violate any important principle or practice.”

More specifically, rehearing is required because:

¢ The 2008 Stipulation violates the Commission’s criteria for approving a settlement because it
has substantial harmful effects on parties not at the bargaining table, who were not
represented by and whose interests differ from the bargainers, and thus the outcome of the
settlement as applied to Ormet is not the product of serious bargaining among capable,
knowledgeable parties;

» The 2008 Stipulation as applied to Ormet violates the Commission’s criteria for approving a
settlement because it is not in the public interest and harms ratepayers by allowing parties to
a settlement to shift millions of dollars in costs to non-parties; and

» The 2008 Stipulation package violates both the important regulatory principle that costs
should be allocated to the function causing the costs to be incurred and the important
regulatory principle against double-recovery.

IV. ARGUMENT

A. The OQutcome of the 2008 Stipulation is Not The Product Of Serious
Bargaining Among Capable, Knowledgeable Parties

The Commission’s requirement that a seftlement be the product of serious bargaining

among capable, knowledgeable parties ensures that no party is taken undue advantage of as a

¥ Office of Consumers’ Council v. Public Utilities Comm’n of Ohio, 592 N.E.2d 1370, 1373 (Chio 1992).
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result of the settlement. While there may have been serious bargaining in this case, that Ormet’s
interests were not represented by any “capable, knowledgeable” party in the negotiations is
clearly evidenced by the fact that the 2008 Stipulation results in $4 million of costs being shifted
onto Ormet, with no corresponding benefit to Ormet whatsoever. This is precisely the type of
abuse that the Commission’s rule requiring serious bargaining among capable, knowledgeable
parties was designed to protect against.

Had Ormet been given adequate notice that this proceeding could affect it in such a
manner, it could have protected its interests by taking a seat at the bargaining table. Absent
meaningful notice, however, Ormet had no indication that it needed to intervene to be at the
bargaining table. Ormet had no indication that this shifting of costs from the GCRR to the
TCRR was a possibility in this proceeding or that it would not be shielded from such costs
through its 2006 Stipulation with AEP-Ohio. Indeed, Ormet had no notice of the substance of
this proceeding at all. It was never served a copy of any of the documents in this proceeding
prior to the Opinion and Order. Thus, the 2008 Stipulation, as applied to Ormet, cannot be the
outcome of serious bargaining among capable, knowledgeable parties, at least as to Ormet
because no party knowledgeable about and capable of defending Ormet’s interests was
participating in the case.

B. The 2008 Stipulation Is Not In The Public Interest

The settlement approved in the Commission’s January 30 Opinion and Order as applied
to Ormet is not in the public interest and harms ratepayers. It permits parties to a settlement to
shift costs onto non-parties without notice, thus benefiting the participating parties at the expense
of other utility customers. Allowing parties to a settlement to shift substantial costs onto non-
parties without regard for the non-parties’ interests would set an unacceptable precedent for

future settlements. Additionally, in this case, the parties are shifting $4 million of costs directly

12



onto a single ratepayer, Ormet. The harm to Ormet is particularly egregious because, under the
2006 Stipulation, the recovery of transmission losses related to AEP-Ohio’s service to Ormet is
different than the recovery of transmission losses from other AEP-Ohio customers and magnifies
the negative impact upon Ormet. Parties should not be permitted to shift costs via a settlement
onto non-parties not represented at the bargaining table, particularly where the cost-shifting is
inconsistent with contractual arrangements between the party and non-party.

C. The 2008 Stipulation Violates Regulatory Principle that Costs Should

Be Allocated to the Function Causing the Costs and the Regulatory
Principle Against Double Recovery of Costs

1. The 2008 Stipulation Improperly Allocates Generation Costs to a
Transmission Rider

An important regulatory principle in assuring that rates are just and reasonable is to
ensure that costs are properly classified and allocated to the function that causes those costs to be
incurred.'® Proper classification of costs is essential so that a customer is charged rates that
reasonably reflect the cost of providing service to that customet. The 2008 Stipulation approved
in this case violates that principle by allocating locational marginal pricing losses, which are
generation costs, to a transmission rider.”

Locational marginal pricing losses are generation-related costs. Under the 2008
Stipulation, the locational marginal pricing losses included in the TCRR are still allocated among
customer classes based on a percentage of base generation revenue consistent with AEP’s
application in the GCRR case, rather than in the manner that transmission costs are allocated

under the TCRR. '* Additionally, the locational marginal pricing losses are calculated based

" Russell AfY, at para, 18,
17 Id
'8 1dl, at para. 13.
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upon the embedded cost of generation fuel, which is unusual for a “transmission” charge. 19
Finally, ratepayers other than Ormet are protected from the consequences of shifting these costs
to the TCRR because the 2008 Stipulation continues to include the locational marginal pricing
losses in the determination of whether Columbus Southern or Ohio Power exceed the amount of
generation rate increase that is permissible under Section 3 of AEP’s Rate Stabilization Plan.
‘These facts illustrate that the parties are consistently freating the locational marginal pricing
losses as generation, rather than transmission costs.

AEP-Ohio witnesses Roush and Dias in the GCRR and TCRR cases stated that locational
marginal pricing losses are related to generation service and/or are generation costs.’ In
referring to locational marginal pricing losses at page 9, lines 14-15 of his testimony in Case No.
(7-1132, AEP-Ohio witness David M, Roush states, “Since these costs are generation-related,
the Companies propose that the Rider be designed as a percentage increase to base generation
rates. . ™! Additionally, at page 6 of his testimony, he notes that “as a result, the actual cost of
meeting the total PIM load is reduced by using the Marginal Loss method.”* That is, the
increase in base generation rates is offset by the reduction in the cost of meeting the PJM [oad.

Ormet, however, does not realize any such offsetting benefit from this arrangement.
Because Ormet’s cost of generation service is fixed under its agreement with AEP-Ohio, Ormet
cannot benefit from the reduction in the cost of meeting PJM load.” Thus Ormet is being asked

to bear all the costs of generation-related Marginal Losses, but cannot reap any of the associated

% 1d. at para. 14.

™ Direct Testimony of David M. Roush, at 5:6-14, Case No. 07-1132 EL-UNC (“Roush Testimony™);
Direct Testimony of Selwyn I. Dias at 6;22-25 to 7:1, Case No. 07-1132 EL-UNC.

2! Roush Testimony at 9:14-15.
 Roush Testimony at 6:15-16.
 Russell Aff. at para. 11.
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benefits. This disconnect is illustrative of the problems that arise when costs are not properly
classified and allocated to the function that causes those costs to be incurred.

The outcome of the violation of this regulatory principle with regard to proper
classification is that Ormet is being charged $4 million in 2008 that it should not owe. Under its
2006 Stipulation with AEP, Ormet’s generation costs, including losses, should be fixed at $43
per megawatt-hour. The 2008 Stipulation approved by the Commission violates the 2006
Stipulation by allowing AEP to hide generation costs which should not be charged to Ormet in a
transmission rider that Ormet does pay, thus requiring Ormet to pay more than it should owe
under its agreement with AEP-Ohio,

2. The 2008 Stipulation Violates the Regulatory Principle Against
Double-Recovery of Costs

It is axiomatic that a utility should not be permitted to recover a single cost twice. Yet
the 2008 Stipulation approved in the Order does precisely that. AEP’s recovery of losses to the
metering point as per Ormet is fully addressed in its 2006 Stipulation in Case No. 05-1057, The
2006 Stipulation provides that AEP is to include such losses in its calculation of the market
price, and is to then recover the difference between the market price and the fixed price for
generation that it collects from Ormet through its Ohio Franchise Tax phase-out regulatory
liability ** Thus, any shortfall in recovery of losses from Ormet due to the $43 per megawatt-
hour price cap is specifically to be recovered through the Ohio Franchise Tax phase-out

regulatory liability, and not directly from Ormet.” In reaching the 2006 Stipulation, Ormet

212006 Stipulation at para. 12; Russell Aff. at para. 6(€).
» Russell Aff. at para 6(e).
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bargained for, and the Commission approved, an arrangement under which it would be insulated

from the risk of changes in generation costs, which were defined to include transmission losses.?®
The market price filing made by AEP-Ohio for 2008 includes the cost of marginal

transmission losses, as the 2006 Stipulation requires.”” Allowing AEP-Ohio also to collect these

losses from Ormet through the TCRR pursuant to the 2008 Stipulation would permit an

impermissible double-recovery of approximately $4 million in costs by AEP-Ohio.?®

D.  Remedy

The remedy that would best hold Ormet harmless from the 2008 Stipulation’s violations
of these regulatory principles, without disrupting the agreement between the settling parties,
would be to require that Ormet be given a credit on its transmission rider equivalent {o the
transmission losses allocated to Ormet under that rider.”? Such a remedy would allow the
settlement to remain in place, but would assure that Ormet is not charged for losses that it should
not owe under its contract with AEP-Ohio. Moreover, such a remedy would not harm AEP
because AEP would still be recovering the losses through its Ohio Franchise Tax phase-out
regulatory liability.

V. CONCLUSION

WHEREFORE, Ormet respectfully requests that the Commission grant its request for
rehearing to address the unjust and unreasonable impact of the settlement on Ormet, and require
AEP-Ohio to provide Ormet with a credit on its bills equal to the portion of its TCRR arising

from losses.

% Russell AfF. at pata. 16,
' Id. at para. 21.

% Id. at paras. 8 and 19,
P Id. at para. 22.
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Columbus
Southern Power Company and Ohio Power
Company for Approval of an Additional
Generation Service Rate Increase Pursuant
To Their Post-Market Development Period
Rate Stabilization Plans.

Case No. 07-1132-EL-UNC
Case No. 07-1191-EL-UNC
Case No. 07-1278-EL-UNC

St vt vt st vt v’

In the Matter of the Application of Columbus
Southern Power Company and Ohio Power
Company to Update Each Company’s
Transmission Cost Recovery Rider.

Case No. 07-1156-EL-UNC

AFFIDAVIT OF
THOMAS G. TEMPLE

February 26, 2008

Burnside,
Louisiana

Thomas G. Temple, being duly sworn, deposes and says:

1. Iam the Vice President, Alumina & Engineering of Ormet Corporation (“Ormet” or
“Ormet Corporation™), which is the parent corporation of a number of companies,
including Ormet Primary Aluminum Corporation (“Ormet Primary™). My business
address is 43840 State Route 7, Hannibal, Ohio 43931,

2. Part of my duties at Ormet include the purchase of power for Ormet for its Hannibal,
Ohio Reduction Plant.

3. Ommet Primary owns and operates an aluminum reduction facility in Hannibal, Ohio.
When fully operational, the aluminum reduction facility utilizes 520 MW of
electricity 24 hours per day, 365 days per year. Electricity is a raw material in the
aluminum industry. When reasonably priced electricity is available, it constitutes
approximately 30 percent of the cost of producing aluminum. However, when
electric rates are excessive, aluminum reduction facilities simply cannot operate.

{WO174800; 1}



10.

11,

12.

When Ormet’s aluminum reduction facility is fully operating, Ormet Primary (1) has
1,000 employees with wages totaling approximately $40,000,000 per year; (2) covers
approximately 3,300 of its workers’ and family members” health care, at a cost of
more than $10,000,000 per vear; (3) pays approximately $1,000,000 annually in taxes
to Monroe County, Ohio and its School District; and (4) purchases approximately
$15,000,000 to $18,000,000 per year in goods and services in the Monroe County
area.

Monroe County is an extremely depressed area in Ohio. Ormet’s contribution as an
employer, taxpayer, and purchaser of goods and services is very important to the
arca’s €Conomy.

Until January 2, 2000, Ormet was a retail customer of Ohio Power Company, (“Ohio
Power™), an operating subsidiary of American Electric Power Corporation (**AEP”).
Although Ormet ceased purchasing service from Ohio Power at that time, from a
physical standpoint, Ormet is still served from AEP’s Kammer Power Plant. Two
double circuit 138 KV lines extend from the Kammer switchyard to Ormet’s delivery
point,

Ohio Power and South Central Power Company (“South Central”), a rural electric
cooperative, agreed to transfer Ormet’s reduction facility from the service area of
Ohio Power to the service area of South Central. At that time, there was sufficient
low-cost power in the wholesale market for Ormet to self-supply the overwhelming
majority of its load through an energy manager. Ormet’s arrangement with its energy
manager expired on December 31, 2004.

Ormet Corporation and its subsidiaries, including Ormet Primary, filed for Chapter 11
Bankruptcy on January 30, 2004, On December 15, 2004, the Bankruptcy Court
approved Ormet’s plan of reorganization. Ormet emerged from bankruptey in April
2005.

Beginning January 1, 2005, Ormet purchased power for its aluminum reduction
facility directly from the marketplace.

In mid-January 2005, Ormet Primary was forced to curtail operations at its aluminum
reduction facility for various reasons, including a work stoppage, the closing of the
Ohio River to navigation, Ormet’s bankruptey proceeding, and the high cost of
electricity on the wholesale market.

In August 2005 Ormet brought suit before the Commission in Case No. 05-1057 to
return to AEP Ohio’s service territory. The Commission in its Supplemental Opinion
and Order in November 2006 approved the transfer of Ormet to AEP-Ohio service
territory effective January 1, 2007.

The Supplemental Opinion and Order provides that generation, transmission and
distribution service will be supplied to Ormet’s Hannibal, Ohio facility by AEP-Ohio,
one-half by Ohio Power Company (“OP”) and one-half by Columbus Southern Power
Company (“CSP”)

{WD174890; 1)



13. For the period January 1, 2007 through December 31, 2008, Ormet will pay
$43/MWH for generation service.

14, Ormet will pay the GS-4 tariff rates and applicable riders for transmission and
distribution which will be equivalent to OP’s Schedule GS-4 for one-half (50%) of
Ormet’s load and CSP’s Schedule GS-4 for one-half (50%) of Ormet’s load.

15. At the hearing held in this proceeding, on January 17, 2008, AEP-Ohio submitted a
Stipulation and Recommendation (“S&R™) signed by AEP-Ohio, the Commission
Staff, Ohio Consumers’ Counsel, Ohio Energy Group, Industrial Energy Users-Ohio,
Ohio Hospital Association, Appalachian People’s Action Coalition, and Ohio
Partners of Affordable Energy which states that all of the issues in the Generation
Cost Recovery Rider (“GCRR”) cases and the Transmission Cost Recovery Rider
(“TCRR”) case have been resolved. The S&R requires that the proposed GCRRs be
adjusted to reflect the removal of the net cost of locational marginal pricing losses
(“LMPL”) and allows AEP-Ohio to recover the LMPL through the TCRR in the
amount of $78 miltion($38,873,715 for CSP and $39,126,285 for OP). The S&R
also adjusts the TCRR, which was approved on December 19, 2007 (effective January
1, 2008), decreasing it by $18 million for net congestion costs ($8,427,549 for CSP
and $9,572,451 for OP). On January 30, 2008, the Commission approved the January
17, 2008, S&R and the new TCRR became effective on February 1, 2008,

16. The inclusion of LMPL in the TCRR is projected to increase Ormet’s power costs by
approximately $4 million in 2008.

17. To the best of my knowledge Ormet has never received notice of the instant
proceeding sufficient to alert it to the potential effect the case would have on Ormet,
nor did it receive copies of any of the pleadings prior to the issuance of the January
30 Opinion and Order that shifted approximately $4 million of cost in 2008 from the
GCRR to the TCRR effective February 1, 2008. Under the current contract with
AEP-Ohio Ormet is assessed adjustments to the TCRR, but not the GCRR.

This concludes my affidavit.
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The undersigned, being of lawful age and duly sworn on oath, hereby certifies, deposes
and states the following:

I, Thomas G. Temple, certify that this affidavit, on behalf of Ormet Primary
Aluminum Corporation, was prepared by me or under my direct supervision and is true
and accurate to the best of my knowledge and belief formed after reasonable inquiry.

Tone Vi

Thomas G. Temple
Vice President, Alumina &
Engineering
Ormet Corporation
43840 State Route 7
Hannibal, Ohio 43931

Sworn to and subscribed
Before me
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Affidavit of Whitfield A. Russell

BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Columbus
Southern Power Company and Ohio Power
Company for Approval of an Additional
Generation Service Rate Increase Pursuant
To Their Post-Market Development Period
Rate Stabilization Plans.

Case No. 07-1132-EL-UNC
Case No. 07-1191-EL-UNC
Case No. 07-1278-EL-UNC

In the Matter of the Application of Columbus
Southern Power Company and Ohio Power
Company to Update Each Company’s
Transmission Cost Recovery Rider.

Case No, 07-1156-EL-UNC

R S

AFFIDAVIT OF
WHITFIELD A. RUSSELL
ON BEHALF OF
ORMET PRIMARY ALUMINUM CORPORATION

February 28, 2008

Whitfield A. Russell, being first duly swomn, deposes and says:

1. Iam a public utility consultant and principal in Whitfield Russell Associates.
My office is located at 4232 King Street, Alexandria, Virginia 22302-1507.

2. Thold a Bachelor of Science degree in Electrical Engineering from the
University of Maine at Orono, a Master of Science degree in Electrical
Engineering from the University of Maryland, and a Juris Doctor degree from
Georgetown University Law Center. I have been accepted as an expert in

more than 150 proceedings before State and Federal courts, administrative
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agencies and other tribunals in more than 30 States and in two Canadian
provinces.

On December 31, 1999, pursuant to Case Nos. 96-999-EL-AEC and 96-1000-
EL-PEB, the Commission approved a joint petition by Ohio Power Company
(*OP”) and South Central Power Company to reallocate their service
territories such that Ormet Primary Aluminum Corporation’s (“Ormet”)
Hannibal facilities were reallocated to South Central’s service territory. This
allowed Ormet to obtain power contracts at low market prices which allowed
it to remain competitive with other aluminum companies in the United States
and abroad.

Ormet filed for Chapter 11 bankruptcy on January 30, 2004. As a result of
various circumstances beyond Ormet’s control, such as the high market power
prices, its bankruptcy proceeding, a work stoppage at the Hannibal smelter
and the closing of the Ohio River to navigation, in mid-January 2005, Ormet
was forced to curtail operations at its reduction facility. On April 1, 2005,
Ormet successfully completed its Chapter 11 financial reorganization and
exited from bankruptcy. However, Ormet could not restart its Hannibal
operations as a result of continuing high market power prices and other
unfavorable economic factors.

It was very clear to Ormet that it could not operate under the economic
conditions (high market power prices, aluminum prices, etc.) that existed in
2005. There was no reasonable near-term or long-term economic outlook that

would allow Ormet to restart its Hannibal facilities while remaining in South
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Central’s service territory. On August 25, 2005, Ormet filed a petition (Case
No. 05-1057-EL-CSS) seeking to transfer the Hannibal facilities from South
Central Power Company back to Ohio Power Company service territory. The
Commission in its November 8, 2006, Supplemental Opinion and Order in
Case No. 05-1057-EL-CSS (“Supplemental Opinion and Order”) approved the
transfer of Ormet to AEP-Ohio service territory effective January [, 2007, and
approved the Stipulation submitted by the parties (*2006 Stipulation™). By
approving the 2006 Stipulation, the Commission approved the Ormet eleciric
services agreement (“OESA™) with AEP-Ohio which was included in the 2006
Stipulation. See the Supplemental Opinion and Order at 10.

The 2006 Stipulation and OESA contain the following significant provisions:

a. Generation, transmission and distribution service will be supplied to
Ormet’s Hannibal facilities by AEP-Ohio and such service will be
supplied one-half (50%) by OP and one-half (50%) by Columbus
Southern Power Company (“CSP”). (See 2006 Stipulation paragraph 5
at pages 6-7.)

b. For the period January 1, 2007, through December 31, 2008, Ormet
will pay $43/MWH for generation service (which is significantly
higher than the generation service rates under the OP and CSP GS-4
rates). (See 2006 Stipulation paragraph 7 at page 7.)

C. Ormet will pay the GS-4 tariff rates and applicable riders for
transmission and distribution which will be equivalent to OP’s

Schedule GS-4 for one-half (50%) of Ormet’s load and CSP’s
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Schedule GS-4 for one-half (50%) of Ormet’s load. (See 2006
Stipulation paragraph 7 at page 7.) Ormet was required to pay the
TCRR but, at that time, the TCRR did not recover any costs related to
transmission losses.

d. AEP-Ohio will make a filing prior to the start of each of 2007 and
2008 which will set a Market Rate for generation service to Ormet for
2007 and 2008, respectively. “Such Market Rate. .. shall reflect all
generation-related services, including, but not limited to the market for

capacity, energy (on-peak and off-peak), losses to the metering point

and load following to meet the requirements of Ormet’s Hannibal
facilities.” (Emphasis added, see 2006 Stipulation paragraph 11 at
pages 9-10.)

e For purposes of compensating AEP-Ohio for the differential between
service at Market Rate and the $43/MWH for generation service paid
by Ormet, AEP-Ohio will be permitted to amortize to income, in the
amount of such differential, without reducing rates, its Ohio Franchise
Tax phase-out regulatory liability. (See 2006 Stipulation page 10.)

Thus, as noted in paragraph d, the amount by which AEP-Ohio agreed to

discount its generation charge in setting the $43/MWH rate for Ormet’s

generation service was determined with reference to a Market Rate “at the
metering point,” a rate adjusted upward from published indices in order to
reflect the cost of transmission losses. Accordingly, it is clear that Ormet was

not intended to be at risk for changes in the costs of transmission losses and
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that the Commission and the parties envisioned that AEP-Ohio would be
made whole for any changes in the costs of transmission losses under Ormet’s
filed rate out of its Ohio Franchise Tax phase-out regulatory lability.

At the hearing held in this proceeding, on January 17, 2008, AEP-Ohio
submitted a Stipulation and Recommendation (“S&R™) signed by AEP-Ohio,
the Commission Staff, Ohio Consumers’ Counsel, Ohio Energy Group,
Industrial Energy Users-Ohio, Ohio Hospital Association, Appalachian
People’s Action Coalition, and Ohio Partners of Affordable Energy which
states that all of the issues in the Generation Cost Recovery Rider (“GCRR™)
cases and the Transmission Cost Recovery Rider (“TCRR”) case have been
resolved. The S&R requires that the proposed GCRRs be adjusted to reflect
the removal of the net cost of locational marginal pricing losses (“LMPL”)
and allows AEP-Ohio to recover the LMPL through the TCRR in the amount
of $78 million ($38,873,715 for CSP and $39,126,285 for OP). The S&R also
adjusts the TCRR, which was approved on December 19, 2007 (effective
January 1, 2008), decreasing it by $18 million for net congestion costs
($8,427,549 for CSP and $9,572,451 for OP). On January 30, 2008, the
Commission approved the January 17, 2008, S&R and the new TCRR became
effective on February 1, 2008.

The inclusion of LMPL in the TCRR is projected to increase Ormet’s power
costs by approximately $4 million in 2008, 1estimated the $4 million by first
applying the latest Ormet load forecast (provided to AEP-Ohio on January 24,

2008) to the current TCRR tariff rates as approved by the Commission on
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December 19, 2007 (effective January 1, 2008) and January 30, 2008
(effective on February 1, 2008), which produces a TCRR charge to Ormet of
approximately $19 million for 2008. I then took AEP-Ohio’s TCRR as
approved by the Commission on December 19, 2007 (effective on January 1,
2008) and reduced it by the net congestion credit approved by the
Commission in its January 30, 2008, Order in this case. I then took this
adjusted TCRR and applied it to the latest Ormet load forecast which produces
a TCRR charge to Ormet of approximately $15 million in 2008. The
difference between the current TCRR rates ($19 million) and the adjusted
TCRR ($15 million) is approximately $4 million per year which represents an
estimate of the LMPL being charged to Ormet through the TCRR in 2008.

As explained earlier, Ormet pays $43/MWH for its generation service and
pays for transmission and distribution services through the OP and CSP GS-4
transmission and distribution rates and related riders. Under the OESA,
Ormet is charged 2 TCRR and is not charged 2 GCRR. If the LMPL, which is
a generation cost, had properly been included in the GCRR, Ormet would not
have seen an increase of $4 million because this cost would have been already
covered under the 2006 Stipulation generation rates as discussed later in this
affidavit.

So far as T am aware, all of the AEP-Ohio bundled customers affected by this
proceeding, other than Ormet, pay both the TCRR and the GCRR. Flowing
through the additional cost of the LMPL cither through the GCRR or TCRR

should not make a significant difference in the amount of additional power
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costs to these customers. However, it makes a $4 million difference in
Ormet’s case.

AEP-Ohio witnesses Roush and Dias in the GCRR and TCRR cases state that
the LMPL is related to generation service and/or is a generation cost. At page
9, lines 14-15 of his testimony in Case No. 07-1132-EL-UNC, AEP-Ohio
witness David M. Roush states:

“Since these costs are generation-related, the Companies propose that the
Rider be designed as a percentage increase to base generation rates . . . .”

At page 6 of his testimony, he notes that:

“As aresult, the actual cost of meeting the total PIM load is reduced by
using the Marginal Loss method.”

However, because Ormet’s cost of generation service was fixed under the
QESA, Ormet cannot benefit from the reduction in the cost of meeting PJM
load, Thus, Ormet is being asked to bear the incremental costs of generation-
related marginal losses, but cannot reap any of the associated benefits.
Ratepayers other than Ormet protected themselves against an adverse
consequence of shifting the recovery of the costs of marginal losses from the
GCRR to the TCRR. That is, the S&R continues to include the LMPL in the
determination of whether cither CSP or OP exceed the amount of generation
rate increase that is permissible (4% additional generation rate increase cap)
under Section 3 of CSP’s and OP’s Rate Stabilization Plans (“RSP”). (See
S&R, page 7, first paragraph.) This freatment provides further evidence that

the costs of marginal losses are regarded as generation costs.
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Under the S&R, the allocation of the LMPL included in the TCRR is still
allocated among customer classes based on a percentage of base generation
revenue consistent with AEP-Ohio’s application in Case No. 07-1132-EL-
UNC (GCRR case). (See S&R page 6, first paragraph.) The LMPL is not
allocated to customers in the same manner in which transmission costs are
allocated under the TCRR. This treatment provides further evidence that the
costs of marginal losses are regarded as generation costs.

The LMPL is calculated by taking the cost of marginal losses less the
marginal losses credit less the embedded fuel cost of energy for average losses
which is included in the generation rates. This anomaly in the calculation
methodology (basing an adjustment to a transmission charges upon the
embedded cost of generation fuel) makes it clear that LMPL should be
reflected in an adjustment solely to generation rates and not in an adjustment
to transmission rates. Therefore, the LMPL should be included in the GCRR
and not in the TCRR.

The current tariffs needlessly recover transmission losses through both
generation rates and the TCRR. That is, the tariff recovers costs associated
with average transmission losses through the generation rates and recovers the
cost difference between marginal losses and average losses through the
TCRR.

The S&R violates regulatory principals and the contractual premises
underlying the OESA by empowering AEP-Ohio to recover generation costs

(LMPL) through a transmission charge. Ormet bargained for (and contracted
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for) an arrangement under which it would be insulated from the risk of
changes in generation costs (which were defined to include transmission
losses) but remained at risk for adjustments in transmission costs through the
TCRR as it was then structured (which transmission costs did not include
transmission losses). This arrangement reflected the PUCO’s acceptance of
AEP-Ohio’s proper unbundling of its generation, fransmission and distribution
costs, under which transmission losses were bundled exclusively with
generation. By empowering AEP-Ohio to recover a portion of the
transmission losses through the TCRR without any compensating adjustments
to the rate Ormet pays for generation services, the S&R departed from
Ormet’s contract rate and drastically shifted risks and costs to Ormet.

The PUCO correctly requires each utility to unbundle its generation,
transmission and distribution costs. Proper ratemaking builds upon this
unbundling and requires that generation costs be recovered through generation
rates and that transmission costs should be recovered through transmission
rates. Under the 2006 Stipulation, AEP-Ohio 1s authorized to recover all costs
associated with transmission losses related to Ormet through generation rates.
The S&R authorizes AEP-Ohio to recover more than the actual costs of
Ormet-related transmission losses through transmission rates (the TCRR,
which recovers the difference between the cost of marginal losses and the cost
of average losses). The fact that the S&R causes an over-recovery shows that

the costs of transmission losses were not unbundled correctly.
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Ormet’s situation is example of the importance of properly allocating
generation costs to generation rates and transmission costs to transmission
rates. An important regulatory principle in assuring that rates are just and
reasonable is to ensure that costs are properly functionalized, classified and
allocated. Of particular importance in this case is that transmission losses be
properly functionalized to the function (generation) from which those costs
arise. The S&R approved in this case violates that principle by directing
AEP-Ohio to recover a portion of the costs of locational marginal pricing
losses, which are generation costs, through a transmission rider. Two negative
consequences of failing to functionalize costs properly in this case are (a) that
it makes it harder to detect double recovery and (b) that it makes it more
difficult to align costs and benefits. As a result of the incorrect
functionalization of costs, the parties failed to note that the S&R deparied
from the understandings reached in the earlier 2006 Stipulation with respect to
the treatment of generation costs related to Ormet.

Under the 2006 Stipulation, AEP-Ohio is deemed to be recovering all
generation-related costs to serve Ormet through the $43/MWH generation
charge to Ormet and through the differential between (a) the Market Rate, and
(b) the $43/MWH Ormet generation rate. The Market Rate, as defined by the
20006 Stipulation, *“...reflect all generation-related services, including but not
limited to the market for capacity, energy, (on-peak and off-peak), losses to

the metering point and load following to meet the requirements of Ormet’s

Hannibal facilities.” (Emphasis added). It is very clear that the LMPL (cost of

10
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“losses to the metering point”) is to be included in the Market Rate (also
referred to as the “Market Price”). To charge Ormet the LMPL through the
TCRR would cause AEP-Ohio to recover the LMPL twice.

As required by the 2006 Stipulation, AEP-Ohio filed its Market Rate
submission on December 26, 2006, in Case No. 06-1504-EL-UNC for the year
2007. This filing supported the Market Price of $47.69/MWH for generation
to Ormet’s Hannibal facilities for 2007. The Market Price of $47.69/MWH
included an energy cost of $46.24/MWH, a capacity cost of $0.82/MWH, a
load factor cost of $0.25/MWH and a cost of transmission losses of
$0.38/MWH. In 2007, AEP-Ohio was deemed to have recovered the cost of
transmission losses related to Ormet’s generation services through the 2006
Stipulation generation rates. The current TCRR includes the cost difference
between marginal and average transmission losses (or LMPL) for June 1,
2007 through December 31, 2008, If AEP-Ohio wishes fo claim that the cost
of transmission losses related to Ormet’s generation service embedded in the
Market Price was not enough to cover the actual cost of transmission losses,
then AEP-Ohio should ¢laim this under its Market Rate Submission case.

As required by the 2006 Stipulation, AEP-Ohio filed another Market Rate
submission on December 27, 2007, in Case No. 07-1317-EL-UNC for the year
2008. This filing supported the Market Price of $53.03/MWH for generation
to Ormet’s Hannibal facilities for 2008. The Market Price of $53.03/MWH
included an energy cost of $50.92/MWH, capacity cost of $1.92/MWH and a

load factor cost of $0.19/MWH. The energy cost is based on the AEP-Dayton

11
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Hub price adjusted to the AEP Zone LMP price. Since June 1, 2007, PIM has
included marginal transmission losses in the Locational Marginal Price
(“LMP”). Therefore, the AEP-Dayton Hub energy price (December 2007
prices for the year 2008) and the AEP Zone energy price mnclude marginal
transmission losses. Thus, the Market Price includes the cost of marginal
transmission losses as the 2006 Stipulation requires. Again, in 2008, AEP-
Ohio will recover the cost of marginal transmission losses related to Ormet’s
generation service through the 2006 Stipulation generation rates. The current
TCRR includes the cost difference between marginal and average
transmission losses (LMPL) for 2008.

The simplest way of correcting this departure from the 2006 Stipulation rate
applicable to Ormet (and AEP-Ohio’s over recovery problem on the LMPL
charged to Ormet), would be to simply give Ormet a credit on its AEP-Chio
monthly bill for the LMPL component of the TCRR (approximately $4
million for 2008).

This concludes my affidavit.

12



Exhibit ORM-1
Affidavit of Whitfield A, Russell

The undersigned, being of lawful age and duly sworn on oath, hereby certifies, deposes
and states the following:

I, Whitfield Russell, certify that this affidavit, on behalf of Ormet Primary

Aluminum Corporation, was prepared by me or under my direct supervision and is true
and accurate to the best of my knowledge and belief formed after reasonable mquiry.

M@J

wmtﬁelqu Russell

Subscribed and sworn to before me this Zg‘!/h day of February, 2008, by Whitfield A.
Russell.

City of Alexandria
Commonwealth of Virginia

Notary Public. ud. I /ﬂ/n—/ﬂmv—
Notary registration Number: 3 330 éj

My Commission Expires: A/NEmlper 3 0, 20!/

TARA K. PARKER- JOHNSON
Notary Public
Commanweaith of virginia

333043
My Comminion Expires Nov 30, 2011

13



ATTACHMENT C
2006 Stipulation

{WOET5007; 1}



AMERICAN®
ELECTRIC
POWER

- Marvin I, Resnlk

Assistant General Counsel -
Regulatory Services

(614} 715-16506

{614) 716-2950 {fax)
miresnik@aep.com

Legal Department REcEl\}EB"ﬂ{)Cb\ETl“G By

19

American Elsctric Power
} Riverside Plaza

Ztﬁ{) Hﬂ‘l 2 ‘ Pﬁ \: 31 Columbus, OH 43215-2373

PUCO

November 21, 2006

Ms. Renee J. Jenkins

Secretary of the Commission

Public Utilities Commission of Ohio
180 East Broad Street

Columbus, OH 43215-3793

Re: Case No. 05-1057-EL-CSS

Dear Secretary Jenkins:

The Commission’s Supplemental Opinion and Order in this docket, dated
November 8, 2006, directed that an executed copy of the electric service agreernent
between AEP Ohio and Ormet shall be filed in this docket within 15 days after
execution of the agreement. To that end AEP Ohio is filing copies of the
agreement which was executed on November 8, 2006,

Very truly yours,
Mﬁ: £ M
Marvin I. Resnik
MIR:llg
Attachments

cc: Parties of Record
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Attachment 1

T Co]umbus Southem Power Campany
: O}no Power Cbmpany

Date : ‘/{/9/'2,:;
VAR

ANovembar

" This Contract entered into this § “ay of oro¥er 2006, by and between Columbus Southern Power Company and Ohio

Power Company, hereafter called AEP Ohio, and Orinet Primary Alnmmum Corporahnn 1233 Main Sﬁ'ee'r, Wheeling, West
Virginia 26003, kereaflor called the Customer, .

Witnesseth:

For and in cons:deratmn of the mutual covenants and apreements hereinafter contained, the partles hereto agree with
each other as follows: :

AEP Ohio agrees to funnsh to the Customer during the term’ of this Contmct, aad the Customer agrees to take from
AEP Ohio, subject to AEP Ohio’s standard Terres and Conditions of Service as regularly filed with the Public Utilities
Commission of Obio (Commission) and the terms and conditions as set forth in the Stipulation and Recommendation in Case
No. 05-1057-EL-CSS as approved by the Commission which is attached hereto and hereby made & part of this Contract, all
the electric energy of the character specified herein that shall be purchased by the Customer in the prémises located at the

Customer’s Hannibal, Ohjo facilities. In the event the regularly filed Termns and Conditions of Service conflict with the terms

and conditions set forth in the Stipulation and Recommendation, the lafter terms and conditions will be controlling.

AEP Ohio is 1o furnish and the Customer is to take slectric energy under the terms of this Contract for & period of up
to 24 months from the time such service is commenced and ending at midnight on Decemiber 31, 2008. The date that service
shall be decmed to have commenced ander this Contract shall be the later of January 1, 2007 or the effective date of the
Stipulation in Case No. 05-1057-EL-CSS.

The slectric emergy delivered hereunder shall be alternating current at approximately 138, 000 volts, 3-wire, -ph.ase
and it shall bs delivered at the interconnection of AEP Ohio’s two double-circuit- 138-KV 'stee] tower transmission lines with
the Customer’s twp double-circuit 138-kV steel tower transmission lines {i.e. in Ohio’ Township, Monroe- County,. Ohio at
Tower 39 on double circuit Line #1 and at Tower 38 6n double ciréuit Line #2), which shall constitute the point of delivery
under this Contract. The said electric energy shall be delivered at reasonably close maiutenance to constant potential and
frequency, and it shall be measured by a meter or meters owned and installed by AEP Oh:o and Jocated at the K.ammer

Substation.
The Customer’s oontmct capacity is hereby fixed at 520,000 kW/KVA. Begmmng July 1, 2007 the lmmmum
=ln]1mg demand for this Contract shall be 312,000 KW/VA.

There are no unwritten understandings or agreements relating fo the service herem above prowded. This Contmct
shall bé in full force and éffect when signéd by the aithorized represmlaﬁves of the parties hereto, stibject to the approval of

“the Public Utilities Commission of Ohio in Case Ng. 03-1057-EL-CSS8,

The Customer agrees tht its electrical facilitios: shallnot be mterconnected wfth@ny facihnesmhcr than AEP Ohm 5

"ftllclhues tmless written authonzatlun is received from AEP' Ohm

| '13;?? Cﬂ“’“"t"’"
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THE PUBLIC UTILITIES COMMISSION OF OHIO O
In the Matter of the Complaint of )
Ormet Primary Aluminum Corporation )]
and Ormet Aluminum Mill Products )
Corporation” )
)
Complainants )
).
) |
Y. ) Case Ne. 05-1057-EL-CSS
) ,
South Central Pawer Company and )
Ohio Powéer Company )
_ )
Respondents )
C STIPULATION AND RECOMMENDATION - ) \

Rule 4901 1-30 01110 Adnnmsh'ahve Code ("OAC“) prowdas that any two or more

pames to a p;oceedmg may enter mto a wnttn or oral supulahon covenng the 1ssues presented

art:les who have 51gned bclow (the .'Slgnatory Parhes“) and {0 recommend thiat the Public

| : Utlhtles Comm1551on of Chio (the "Oonmussmn") approve and adopt, as part of its Opmmn and
Otrder in this proceeding, this Stipulaﬁon and Recommendation (the “Stipulation”} resolving the
iséues inthe above-captioned proceeding. 'I]Jis Stipulation is fnlly supported by data and -‘
‘mformahon contamad in the ewdence in the recard in this proceedmg Iepresents 2 just and\

o rcasonable rcsoluﬁon of such i zssues m thls procecdmg, wolates 1o regulatory pnnclple or

pracedent, beneﬁts as a package ratepayers and the pubhc mterest' aud i the product of




lengthy, serious bargaining among knowledgeable and capable parties in a‘cooperaﬁ've process

undertaken bj the Signatory Parties to settle this case, While this Stipulation is not binding on

the Commission, it is entitled to cﬁreful consideration by the Commission, wherel\, as here, it is
sponsored by parties r_epreseﬁﬁng a wide range of interests, including the Commission's Staff.

For the purpose of lresolving all issues raised by tlus proceeding,.me Signatory Parties stipulate,

agree and recommend as set forth below.

This Stipulation is entered into by aﬁd among Columbus Southern Power Cémpany

(CSP) and Ohio Power Company (OPCO) {collectively, "AEP Ohio"), both of which are electric

utility operating companies of the American Electric Power (“*AEP”) system, Ormet Primary

Alnminum Corporation and O:ﬁlct Aluminum Mill Products Corporation (collectively,

. “Ormet”), South Central Power Co'mpany (“SCP”), United Stesl, Paper and Forestry, Rubber,
Ma;'lluf-'actluing, Energy, Allied Industrial and Service Workers Iniemational Union (*USW™),
'-Ohio Energy Group (“OEG”) and the Commission’s Staff. Intervenor Industrial Energy Users-
'Ohio (“iEUf’), while not a Signatory Paﬁy, has agreed not to oppose the Commission’s approval.
of this Stipulation. All-Signatory Parties fully support tlns Stipulati(‘gn-and urge the Commission |
to accept and approve the terms hcre-of.

wrmaﬁA's, in Case No. 96-999-EL-AEC, OPCO applied to the Commission for

_ approval of a special contract arrangernent with Ormet (the “Interim Agreement”) which would
become eﬁ'eétivg upon the November 30, 19297 termination of the then-current service agreement
between OPCO and Ormet, and would terminate at midnight on December 31', 1999; ’

WHERBAS, in Case No. 96-1000-EL-PEB, OPCO and SCP jointly petitioned the

Commyission for reallocation of their certiﬁed service territories so that Ormet, then a customer _.

of OPCO, would Bccome a customer of SCP upon te_rinination of the Interim Agresment;

2



WHEREAS, by Finding and Order in Case Mos. 96-999-EL-AEC and 96-1000-EL-PEB,
dated Novexnber 14, 1996, the Commission apfroved the Interim Agreement and the request of
OPCO and SCP to reallocate their certified territortal boundaries so that Ormet would become a
customer of SCP upon termination of the Interim Agreement,

WHEREAS » pursuant to the terms of a Curtailment and Indemnity Agreement, which

was an exhibit to the jdint petition in Case No. 96—1600;ELPEB, after Ormet became a custofner

- of SCP and Ormet’s load was removed from the AEP system’s control area, OPCO and the ARP

system no Jonger had eithier the right or obligation to resume control area responsibility for

. Ormet’s load;

WHEREAS, Ormet and SCP entered info a service agreement which provided for the sale

" by SCP of a maximum 20 MW of elestric power and energy to Ormet (5 MW firm, 15 MW

ﬁlterrhpﬁble) and for Ormet to 'ob.tain from third parties in the merket the remaining electricity to
service the load forits facilities in Hannibal, Ohio;

WHEREAS, the initial SCP/Ormet service agresment was modified to terminaté any
obligation of Ormet to buy, and of SCP to sell to O'rmet, electric power and energy;

WHEREAS subsequent to the modification of the initial SCP/Ormet service agreement,

- Ormet filed for Chapter 11 bankruptcy profection and emerged from ba:nkmptcy in Aprit 2005;

- WHEREAS, Orthet curtailed operations at its Haanibal, Ohio facilities in Jannary 2005
and those operations have not been restarted;
WI‘IEREAS, on August 25, 2005, Ormet filed in this &ocket a petition to transfer rights to
fun:ush electric service and/or to reallocate certified service temtones, along with a complamt
ﬂgalnst OPCO alleging that OPCO was proposmg to impose unjust, unreasonable and

dlscnmmawry 1ates if Ormet were to return to OPCOrs certified service tcmtory,



WHEREAS, on Ime 14, 2006, the Commission issued an Opinion and Order in this

docket which, among other things;

1. found hat the bankrupicy court authorized the rejection of the service agreement
between SCP and Ormet and which deferred to that determination

2. found that SCP is legally obligated to serve Ormet’s 520 MW foad

3. found thaf, in the conﬁext of service to Ormet, SCP does nat prowde ot propose o
provide, physically adcquate service

4. - directed that a second hearmg should be held regarding: whether SCP’s failure to

propose to provide physically adequate service has been corrected or can be
corrected 1mder reasonable operating conditions; whether the Commission should

autherize another supplier to serve Ormet; or whether the Commission should
order such other remedy authorized by law :

5. directed that the issue of an appropriate rate to be charged by OPCO for service to
Ormet should be addressed after the Commission completes its proceedings ynder
§ 4933.83(B), Ohio Rev. Code, and determines whether another electric supplier

should be authorized to serve Ormet.

WHEREAS, on July 14, 2006, SCP and OPCO each filed rehearing applications

regarding the June 14, 2006 Opinion and Order;

- WHEREAS, on August 9, 2006, the Commission issﬁed an Entry on Rehearing ‘in this
docket which denied ,the rehearing applications filed by SéP and by OPCO; | |
 WHEREAS, on Auguét 25, 2006, SCP filed a second rehearing application wiich the
Cormmssmn demed in its September 13, 2006 Second Entry on Rehearing;
WHBREAS on October 6, 2006, SCP filed a Notice of Appeal to the Supme Court of
Oﬁio (Case No. 06-1866) regarding the Commission’s Iune 14, 2006 Qpi_nion and Order, August‘
9, iOQﬁ Eniry on Rehearing and Septembér 13, 2006 Second Entry onRéheaﬁﬁg; |
| WI-]IEREAS according to Ormet Ex. 4: |

1. © 'When Ormet’s Hannibal facilities are fully operating it employs approxnnately
1,000 people with tofal annual wages of about $4O 000,000 .



Ormet covers approximately 3,300 of its employees and family members’ health
care at a cost exceeding $10,000,000 per year

Ormet pays about $1,000,000 annually in taxes to Monroe County, Ohio and its

"school chstnct

Ormet purchases about -$'l 5,000,000 to $18,000,000 of geods and services cvery

year in the Monroe County area

Ormet has been one of Southeastern Ohio’s largest employers, particularly of
skilled workers such as those who comprise the USW

1f Ormet is unable to resume operation of its Hapnibal facilities there will be no
jobs to which the USW laborers can retutn

If the Hannibal, Ohio region loses the s;gniﬁcant tax revenues and capital B
spending Ormet historically has brought to-that regmn, the economy in that region

will beconte further depressed

WHEREAS, as reflected in Ormet Ex, 2, Ommet has characterized its Toad at full

operation'as 520 MW at a 99% load factor;

NOW, THEREFORE, the Signatory Parties stipulate, agree and recommend that the

Commission make the following findinge and issuc its Opinion and Order in these pruceedinés in

accordance with the following:

.
2)

(®), Ohio Rev. Code, which statute, in pertinent part, provides that:

CSP shall be permitted to intervene in this docket,
Based upon the anticipated acceptance by the Commission of this Stipulation,
without modification, the Commission should consider the Stiplﬂation as

presenting & joint petition submitted by CSP, OPCO and SCP under § 4933.83

. any two or more electric suppliers may jointly petition the
commission for the reallocation of their own territories
‘gnd electric load centers among them and designating
which portions of such territories and electric Joad centers
are o be served by each of the electric supphets '




3

4

5)

Further, the Commission should find that approval of such joint petition is not

- contrary to the public interest and, therefore, meets the standazd of §4933.85,

Ohio Rev. Code, for appro\.ral of the joint petition.

The Commission will reallocate the service ferritories of CSP and OPCO aad SCP
such that Ormet's Hannibal facilities will be located in a joint CSP/OPCO
certified service teﬁ*itory effective January 1, 2007, SCP shall have ne obligation

to provide electric service to Ormet’s Hannibal facilities prior to Januvary 1, 2007,

- Provided, however, that SCP will retain its service obligation prior to, on, and

after Januvary 1, 2007 with respect to:

1. Flashing ight and sign for the Ormet Plant on Route 7 to the west of the

Ormet Plant (South Central Account No. 846-201-006). Installed
4/6/1993.

2. Ormet employee park just to the south of Route 7 and to the east of the
Ormmet Plant (South Central Account No. 846-153-001). Instaled

6/1/1982,

3. Sign for the Ormet Plant on Route 7 to the east of the Ormet Plant (South
Central Account No. 846-151-001). Installed 8/1/1965.

As part of this Stipu.laﬁon, Ormet has entered into an electric service contract
{Contract) which reflects the provisions of this Sﬁpﬂaﬁon_which are applicable to
the Contract._ 'The Contract, a copy of which is attached as Attachment I, shall be

deemed to have been approved by the Commission as part of the Commission’s -

approval of the Stipulation,

‘Generation, ix_aﬁ]smission and distribution service will be supplied by. AEP Ohio,

Such service will meet Ormet’s peak demand of approximately 520 MW at a 99%

load factor (full operation). ' AEP Ohio’s peneration servicé (which will be -



supplied bne-half (50%) by CSP and one-half (50%) by OPCO) will be supplied
only for consumption at Ormet’s Hannibal, Ohio facilities gnd such power and

- énergy will not be. reéold or traﬁsfcned by Ormet, _fegard.leés of any opportuntties
for such transactions.

.Tl:us Stlpulatlon will become effective upon approvalina ﬁnal order of the

' Comlmssmn. Should the Commission’s final order be appealed to the Supreme
Court, or become involved in some other judicial process, this Stipulation andthe
related Contract will be suspended for the dt;ration of such appﬁal or other-proce_ss _

. and/or during any remand to the Com:ilission. Priorto J: anuary 1, 2009, Ormet
shall not switch to service from a Competmve Retail Electric Service Prowder

" Ormet cannot initiaté any pmceedmg ot othetmse petmon the Comnussmn orany

court of competent jutisdiction to require either CSP or OPCO, or both, to provide

| generation service under any; established rate schedule of either CSP or OPCO or

at a rale lower than such schedules without the cxpress written consent of AEP
Ohio. | .

- For the périod J am:a-ry 1, 2007 through December 31, 2008, Ormet will pay $43
per megawatt-hour for geﬁeration service.' “This price is agfeed upon based on

Ormet’s representations that after a brief ramp-up period it will operate at a fall
load of approximately 520 MW at a 99% Joad factor. In addition, Ormet will pay
tariff rates and all applicable riders to AEP Ohio for transmissjon and distribution -
service. Such tariff rates and riders will be equivalent to QPCO’s Schedule GS-4
for ona-half‘ (50%) of Ormet’s Joad and CSP*s Schedule GS-4 for one-half (50%)

of Ormet’s load. A hst of the currently emstmg tariff rate wmponents and riders,




8)

I

and their location in CSP’s and OPCO’s Commission-approved tariffs, is attached -
to this Stipulation as Attachment IX. In addition, to the extent required by law,

Ormet will self assess the Ohio KWh tax.

. The Contract will not be transferable by Ormet to any other party without the -

consént of AEP Ohio. In the event of a change in cﬁnt:rol.of Ormet, and assuming
the continned operation of thé Hannibal facilities, Ormet agrees that it will
maintain substantially the same level of operations {approximately 520 MW ata
99% load factor), employment (approximately 1,000) and local purchasing
practices (about $15,000,000 to $i8,0g]0,000 per year in the Monroe Couaty area),
Ommet will provide ABP Ohio a deposit equivalent to 130% of the anticipated
m‘onthiy bﬂﬁng for Oﬁnet’s ﬁénnibal facilities at full operation. During the -

ramp-up period which is expected to occur after Ormet reapens its Hannibal

. facilities, not to exceed six (6) months, Ormet shall provids a deposit equivalent

to 130% of the anticipated next month’s billing for the Hannibal facilities. The
gen&aﬁon- and transmission-i'clated portion of the deposit will be refunded to
Orinet upon Ormet’s election to take generation and transmission sérvice from
another electric supplier after December 31, 2008, pfovided that Onmet doeé not
have any outstanding balance with AEP Ohio. Ormet agrees to immediately .
reestablish a deposit equivalent to 130% of the anticipated monthly geﬁeration—._
and transmission-related bﬂliﬁg for the Hannibal facilities at full operation should
Ommet retun from such other electric suppher to once again take generation- and
u'an-smissionfr?-lated service from either CSP or OPCO, or both. All deposits . -

under this Stipulation shall be made by Electronic Fands Transfer not Iater than

8
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1)

five (5) business days before the beginning of the next month. Should Ormet fait

to provide its deiwsit in accordance with these terms, Ormet ag;‘eés thaf AEP Ohio
has the unilateral right fo disconnect service to Ormet three (3) days after
providing written _ndﬁﬁe of discopunect to Ormet. This pr;}vision shall Temein in
effect for so long as Ormet takes any service ﬁ:omleither CSP or ORCO, or both,

Ormet will prepay, by Electronic Funds Transfer, its monthly bill for generation,

" {ransmission, and distribution service by making payments three (3) busiueés days

prior to the start of each month (December 27, 2006 for the first service month of

Jarary 2007) aid prior to the 15" of each month in an amount equivalent to one-

. half (50%) of the anticipated billing for that month for the Hamibal facilities.

Except for during the ramp-up period, the anticipated monthly billing will be

based upon fall operation. Should Ormet fall to make a payment within two (2)

" business days of when it is due, Ormet agreos that AEP Ohio has the unilateral

.. right to disconnect service to Ormet three (3} days after providing written notice

of disconnect to Ormet. Tﬁis provision shall remain in effect for so long as Ormet
takes any .servicc from either CSP or OPCO, or both. .

AP Ohio will make a filing prior to the start of 2007 which will set a market rate
for generation service to Ormet’s Hannibat facilities for 2007. AEP Ohio will
make a filing l-JI‘I'.OI‘ to the start of 2008 which-will sct a market rate for generation

sefvice to Ormet’s Hannibz:i, Ohio facilities for 2008. Such market rate, which

will be subject to the Commission’s review, shall reflect all generation-related

services, includipg, but not limited to the market for capacity, cnergy (on-peak -

4
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13y

~and off-peak), losses to the metering point and Joad following to meet the -

requirements of Or_ﬁwt_’s Hannibal facilities. _
For the purpose of: compensating AEP Ohio for the differential between service at
the market rate established by AE? Ohio’s filings under Paragraph 11 and the $43
per megawatt-hour charge for generation service under Paragraph 7, AEP Ohio
will be permitted to amortize to income, in the amount of such differential,
without reducing rates, their Ohio Franchise Tax phase-out regulatory liability,

totaling $56,968,000.
In the event that the-amortization of the Ohio Franchise Tax phase-out regulatory

 liability does not fislly compensate AEF Qhio for the differential between service

“at the market rate established by AEP Ohio’s filings under Paragraph 11 and the

$43-per megawat:t-hoﬁr charge for géneration service under I;ara.graph 7,AEP
Ohio will be permitted to recover that differential under the “Additional 4%"
provision of the current Rate Stabilization Plan. See Section 3, pages 8 and 9 of
AEP Ohio’s Febryary 9, 2004 application in Commission Case No. 04-169-EL-
UNC. In the event that AEP Ohio recovers the entire differential between service
at the matket rate established by AEP Ohio’s filings under Paragraph 11 and the
$43 per meggwatt-hour charge for-generation service under Paragraph 7, without
having to. amortize the entire Ohi(.) Ffanchise Tax phase-out regulatory liability,
AFEP Ohio will retain the unamortized portion on it; books and the treatment of °
that l;alance will be determined by'the Commission in AEP Ohio’_s next base rate
proceeding. AEP Ohio’s recovery of the differential through either the

amortization of the Ohio Franchise Tax phase-out regulatory liability and, if

10
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. necessary, the “Additional 4%” provision will be accomplished in a manner

which matches the projected differential and the recovery in the same accounting

period.

" In the event Ormet files 4 petition for relief under the 'Bankmptcy Code or an

involuntary petition for relief under Bankruptcy Code is ﬁ]e& against Ormet,

Ommet acknowledges and agrees that:

2, The payment ammgemenf s‘pe_c-iﬁgd in Paragraph 10 above, with payments
made in advance of usage will remain in effect as specified in this
Stipulation.

b. Ormet will not file a pleading with the applicable bankruptcy court that

| seeks to limit or avoid its obligation under the deposit or advance pajrmen_t

provisions of this Stipulation. See Paragraphs 9 and 10 above,

respectively.

"¢, Ormet further agrees that in the évent of a bankruptey AEP Ohio has the

first claim on any deposit held under this Sﬁpulation for any amounts
-owed and any future costs to be incﬁned as result ofAﬁP Ohio’s service
to Ormet,
In the event that the bankruptc;' court does not permit the provisions of‘ either
Paragraph 14 a, b,, or'c. to be implemented, Ormet will provide AEP Ohio,

within twenty (20) days of the petition date, with a post-petition security deposit,

" as adequate assurance under § 366 of the United States Bankruptcy Code, (11

U.S.C. § 366), in'the amount equivalent to 130% of the anticipated monthly _

billing for the plant at full op e_sratioﬁ.'

11



15) © All necessary waivers of Commission rulss ghatl hé cc-}nsidel‘ed' granted by the
Commission’s adoption of this Stipulation.

16)  SCP will withdraw its Notice of Appeal in Supreme Court Of Ohio Case No. 06-
1866 after the Commission adoption of the Sﬁpulaﬁun and the later of the time for
administrative or appellate review of the Commission’s order adopting the .
Sﬁpulal_ion has eﬁpﬁed at, if such review is pursued, such feview is completed.

17)  Upon the Commission’s adoption of the Stipulation, CSP, OPCO and SCP will
subrnit to the Cohnnissioﬁ modified territorial maps consistent with the provisions
of this Stipuiation,

18) . Since the Signatory Parties are waiving their rights to appeal the. factual and legal - -
coriclusions contained in the June 14, 2006 Opinion and Order, they agree to not |
rely on such conclusions in any future proceeding. Further, the Signatory Parties
urge the Commissign to indicate in its order adopﬁng this Stipulation that such
conclusions were ufnique to the facts and circumstanées in this proceeding and do

- not provide any precedent for any future proceeding,.

Nothing in this Stipulation shall be used or constraed for any purpose to imply, suggest or
oWse inﬂicate that the results produced through the coniprm;aise rcﬂected.hmein-represent
fully the objectives of any Signatory Party.

No ngnatory Party will challenge or directly or mdlrectly Suppt-)rt any challenge to the
reaso'nablenéss or lawfulness of the provisions of this Sﬁpuiaﬁon. ' |

_ ‘This Stipulation is submitted for. purpases of this proceeding oniy, and is not deemed
| binding in any other proceeding;- éxcept .as expressly provided herein, nor is it to be offered or

"

relied upon in any other proceédjngs; except as necessary to enforce the terms of this Stipulation.

12



- L]

In fact, none of the Sighatory parties bave submitted the entirety of the case they would have

otherwise filed or will file if this Stipulation is rejected.

The agreement of the Signatory Parties reflocted in this document is expressly

" condifioned upon its acceptance in its entirety and without alteration by the Commission.

The Signatory Parties agree that:

A,

- affected by any such judicial desision or statutory enactment may

becoming fival or snch law becoming effective.

if the Commission rejects all or any part of this Stipulation, or otherwise
materially modifies its terms, ary adversely affected Signatory Party shall
have the right, within thirty (30) days of the Commission's order, either to

file an application for rehearing or to terminate and withdraw from the

_ Stipulation by filing a notice with the Commissidn;‘

if an application for rehearing is filed, and if the Commission does not, on

rehsaring, accept the Stipulation without material modification, any

Signatory Party may terminate and withdraw from ;the Stipulation by filing
anotice with the Corimission within ten (10) business days of the
CoMs si.on's order or entry on rehearing; and .

if any portion of this Stipulation is found by a reviewing Court ts be
unlawfill, or if any law is enacted which prohibits the continned

application of any term of this Stipulation, any Signatory Party adversely
withdiaw its support for this Stipulation by filing a notice to that effect

with the Commission within thirty (30) days of such judicial decision

13




If a Signatory Party pursues any action provided for in parts A, B or C above, a hearing shall go

forward, anri the parties shall be afforded the opportunity to present cviplence through witnesses,
to cross-examine all witnesses, to present rebuttal testimony, and to file briefs on all issues and
pursue all remedies available in a‘court of competent _jmisdiétion. |

The Signatory Parties agree and intend to support the reasonableness gnd legality of this
Stipulﬁtion before the Commission, and in any appeal from the Commission's adoption and/or

enforcement of this Stipulation. -
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IN WITNESS WHEREOF, this Stipulation and Recommendation has been agreed to as
of this 20" day of October, 2006. The undersigned parties respectfully request the Commission
to issue an Opinion and Order approving and adopting this Stipulation.

g AA-_ .
Ohio Power Company

- )

Colmnbﬁs Southem Power Comp:;m}'

M E folend Jrtch
et Primary Aluminum Cérporation and

Ormet Aluminum Mill Products Corporation

s it

. South Central Power 8mpany ,

Staff of the Public Utilities Cominissidn o

| MU‘MW/?&{J@ |

A /M% ' Hzr

Ohic Energy Group
United Steel, Paper and Forestr;,

" Rubber, Manufacturing, Energy, Allied Industrial and
Service Workers International Union

{3
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Atftachment 1

This Contract entered into this __ day of October 2006, by and between Colunbus Southern Power Company and Ohio
Power Company, hereafier called AFP Ohio, and Ormet Primary Aluminum Corporation, 1233 Main Street Wheclmg, West
Virginia 26003 hereafter called the Customer, _

Witnesseth:
" For and in consideration of the mmutual covenants and agreements hereinafter contained, the parhes hereto agres with

" each other as follows:

ARP Ohio agrees to furnish to the Customer, during the term of this Contract, and the Customer agrees to take from
AEP Ohio, subject to AEP Ohia*s standard Terms and Conditions of Service as regulatly filed with the Public Utilities
Commission 6f Ohio (Conmission) and the terms and conditions as set forth in the Stipulation and Recomm.andatlon in Case
No. 05-1057-EL-CSS as approved by the Commission which is attached hereto and hereby made a pdtt of this Contract, -all
the electric energy of the character specified herein that shall be purchased by the Customer in the premises.located at the
Customer's Hannibal, Obio facilities. In the event the regularly filed Terms and Conditions of Servics conflict with the terms”
and conditions set forth in the Stipulation and Recommendation, the latter terms and conditions will be controlling.

AEP Ohio is to furnish and the Customer is to take electric energy-under the terms of this Contract for a period of up

" ta 24 months from the time such service is commenced and ending at midnight on December 31, 2008. The date that service

shall be deemed to have commenced wnder this Conlract shall be the later of January I, 2007 or the effective date of the
Stipulation in Case No. 05-1057-BL-CSS,

The electric enexgy delivered hereunder shall be alternating curent at approximately- 138,000 volts, 3-wire, 3-phase

and it shall be delivered at the inferconnection of AEP Ohio's two double-circuit 138-KV steel tower transmission Iines with

the Customer’s two double-circuit 138-kV steel tower transmission Hnes (i.c. in Ohio Township, Moiroe County, Ohio at

Tower 35 on. double circuit Line #1 and at Tower 38 on double circuit Line #2), which shall constitute the point of delivery

under this Contract. The said electric energy shall be delivered at reasonably close maintenance to constant potential énd

frequency, and it shall be measured by 2 meter or meters owned and ipstalled by AEP Ohio and Iccatcd at the Kammer

Substation.
The Customer’s contract capacity is hersby fixed at 520,000 KW/KVA, Beginning July 1, 2007 the minimura

billing demand forx this Contract shall be 312,000 kW/KVA.
There are no unwritter, understandings or agreetuents relating to the service herein above provided. This Contract

i - shall be in full force and effect when signed by the awthorized representatives of the parties hereto, subject to the approval of

the Public Utilities Commission of Ohio in Case No, 05-1057-EL-CSS.
The Customer aptees that its electrical facilities shall not be interconnected with any facilities other than AEP Ohio’s .

facmue.s unless ‘written authonzatmn is received fromn AEP Ohio. -

Columbus Southern Power Company - Ormst Primary Alumimun Corporation
Ohio Power Company
By: . - By:.
(Signature} (Signature)
(Printed Name) {Printed Name)
" Title: Title: .
Date: Date;




Sapa -

‘ " ¥ Sheet No.
Tariff Rate or Rider CSp OPCo
Customer Charge 24-1 24-1
Demand Charge . 24-1 24-1

-{ Reactive Demand Charge 24-1
Uhiversal Service Fund Rider 60-1 60-1 °

 Energy Efficiency Fund R1der 6l-1 | 61-1-

kWh Tax Rider 62-1 - 62-1
Gross-Receipts Tax Credit Rider 63-1 63-1
Municipal lncome Tax Rider 65-1 65-1
Franchise Tax Rider 66-1 | 66-1
Regulatory Asset Charge Rider " 67-1 67-1
Provider of Last Resort Charge Rider 69-1 69-1
Monongahela Power Litigation Termination R1der 73-1
Transmission Cost Recovery Rider 75-1 75-1
Major Storm Cost Recovery Rider 77-1 77-1

Atta_tchment 2



