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INTRODUCTION
Please state your name and business address.
My name is Karen Forbes. My business address is the Oklahoma Corporation
Commission, Public Utility Division, Jim Thorpe Office Building, Room 580, 2101

North Lincoln Boulevard, Oklahoma City, Oklahoma, 73105.

What is your occupation and by whom are you employed?
| am employed by the Public Utility Division (“PUD”) of the Oklahoma Corporation

Commission (*OCC” or “Commission”) as a Public Utility Regulatoryr Analyst [V in

the Energy Division.

Please state _brieﬂy your educational background and professional
experience. | |

| have a bachelor of science degree in buéiness administration and a master of
business administration degree from Oklahoma City University. | have been
employed as a regulatory analyst with PUD éince February of 1898. See the

attached curriculum vitae for a complete listing of my professional credentials.

What are your present duties?
My present responsibilities include research, analysis, preparing testimony and
recommendations in energy-related matters associated with electric and gas

utilities, reviewing various areas of utility operations and ratemaking issues.
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Q:

Have you previously testified before this Commission and were your

qualifications accepted?

Yes, | have testified before the Commission, and my qualifications have been
accepled.

PURPOSE |

What is the purpose of your testimony in Cause No. PUD 2011000877

The purpose of my testimony is to discuss aﬁd support PUD's recommendations
regarding Oklahoma Gas and Electric Company (“OG&E” or “Company”) and the
expense and revenue adjustments in its rates and charges for electric service in
Oklahoma. | will discuss and support OG&E’s adjustments to expenses for the
following areas: advertising, informational/instructional/miscellaneous and sales,
demand-side management (“DSM”) rider and expense, ice storm amortization,
system hardening, vegetation management, wind power, transmission poles
maintenance program and Oklahoma pricing education. | will also discuss and
support OG&E's Vlrevenlue adjustments 'to revenue for renewable energy credits
(‘RECs") and demand program rider (‘DPR”) savings. In addition, I will discuss
and support the foliowing rider r'nodificﬁat_ions proposed by the Company. Those
riders are OU Spirit Rider (OUSR), Greén Power Wind Rid_er'(GPWR), Low
Income Assistance Program (LIAP), Military Base Credit Tariff (MBTC) andl

Crossroads Rider (CR).
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EXECUTIVE SUMMARY

Below is a listing of adjustments that 1 will sponsor for the Company’s statement of net

operating income:

PUD Proposed Expense Adjustments

OG&E Totai PUD
Adjustment Description Company Proposed Expense
No. . Amount Adjustments
H2-40 Advertising 3 178,048 | H1-Removed $ 35,188
H2-44 Wind Power $ 750,000 | H3-Removed $ 77,759
H-21 Informational/instructional/Miscellanecus/ | $ 356,564 | H4-Removed $ 356,564

Sales

After conducting a thorough review of OG&E’s revenue and expense adjustments, PUD

proposes additional adjusiments and recommends that the Commission accept OG&E’s

expense and revenue adjustments in my areas of review as fair, just and reasonable in

~ establishing rates going forward. Thorough review of OG&E's proposals to rider

modifications in my area of review was also recommended as fair, just and reasonable.

REVIEW PROCESS
Q: Please summérize your review process.
A: PUD reviewed OG&E’s application, the revenue and expense adjustments in my

areas of review and the Company’s filed testimonies that addressed the revenue

and expenses for the areas covered in my testimony. PUD had discussions with

Company personnel, conducted an on-site audit, reviewed the general ledger and

data requests responses.

PUD also reviewed the variances between the

Company’s expense levels for December 31, 2010 and six mon'thsrrpost test year

for certain areas to assess notable increases or decreases.
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EXPENSE ADJUSTMENTS

INFORMATIONAL / INSTRUCTIONAL / MISCELLANEOUS / SALES

Please summarize PUD’s review of the Company’s informational /
instructional / miscellaneous / sales expense for WP H-21.

PUD reviewed the Company’s general ledger account, which traced and tied to the
expenses in FERC accounts 907 through 912, and 916. Based on the statutory
requirements and OCC rules, PUD allowed those activities that encouraged safe,
efficient and economical use of utility-service, assistance to customers and
encouraged health and environment protection. All other expenses in FERC
accounts 911, 912, and 916 were incurred in sales activities and considered

promotional and were disallowed.

What is PUD’S recommendation? .

PUD recommends the following adjustments to FERC accounts' 911, 912, and 916

{o disallow sales expenses incurred during the test year.

FERC Account911- $ 31,609
FERC Account912- $ 99545
FERC Account 916 - $ 225410
PUD Adjustment H4 § 356,564

These expenses in FERC accounts '911; 912, and 916 were incurred in sales
activities and were considered p_romo_tiona!. The related labor for the FERC
accounts 911 and 912 is addressed in the review of payroll by‘ PUD witness

Sharon Fisher. PUD recommends Adjustment No. H4 for a total of $356,564 to
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 remove expenses and activities that involve demonstrating and selling that were

considered promotional.

DEMAND SIDE MANAGEMENT (DSM) RIDER

Please summarize PUD’s review of the Company’s Oklahoma jurisdictional
adjustment for DSM Rider for $14,530,541.

This adjustment removes OG&E’s demand side management program costs from
OG&E'’s base rate revenue requirement. Costs that are recovered through a rider
shouid not also be recovered through base rates. Therefore, this adjustment is
necessafy to remove the test year level of DSM expense to ensure that costs are
not double recovered through both the DSM rider and base rates at the same time.

The corresponding revenues were also removed from the test year.

What is PUD’s recommendation?

After conducting a review of 2010 DSM costs recovered through the rider and

removal of DSM revenue for the same pericd, PUD recommends and agrees with
the Company’s adjustment H2-26 of $14,530,541. Of this amount, $13,367,854 is

applied to OG&E’s Oklahoma jurisdiction.

STORM COST RECOVERY RIDER (SCRR)
Please discuss OG&E’s requésf to extend its Storm Cost Récovery Rider
(SCRR) and PUD’s recommendation.

The SCRR is set to expire in August 2013. The Company is requesting an

6
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extension of the SCRR through calendar year 2014 for costs incurred through
2013. OG&E's last rate case Cause No. PUD 200800398, Final Order 569281,
approved extending the rider so as to include costs incurred in the remainder of
2010 and 2011. Based upon PUD’s assessment of the current tariff, and the
accounting of costs through the rider, PUD recommends extending thg SCRR"
through 2014, with the requirement that OG&E file testimony in the next rate
review regarding the rider. This exfension is essential as storm recovery is one of
the most important factors, outside of normal maintenance, affecting a utility’s
system outages. This rider mechanism protects the customers by recovering only

actual costs and avoiding over or under recovery of such costs.

JCE STORM AMORTIZATION

Please discuss the Company’s ice storm amortization pro-forma adjustment
H2-29 for $6,503,779.

This adjustment is necessary to remove the 2010 amortizétion' related o the.
SCRR from test year transmission and distribution expenses.' These costs are
recovered through the rider and should not be included in rates. The
corresponding revenue for this rider is also removed from the test year. This

adjustment is appropriate.
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Q:

Please summarize PUD’s review of the Company’s storm cost amortization
expense for $6,503,779.

PUD reviewed FERC accounts 592, 593, 513, 553, 571, and 594 for the test year
amortization charged to transmission and distribution operating and maintenance
expense. The FERC accounts amounts tied to the test year general ledger cost
postings. PUD also verified that the associated revenues were taken out of the
test year. PUD accepts QG&E’S Total Company removal for adjustment H2-29 for
$6,503,779 as appropriéte. Of this amount, $6,228,'f37 is applied to OG&E’s

Oklahoma jurisdiction. PUD does not propose an adjustment.

SYSTEM HARDENING EXPENSE

Please discuss OG&E’s pro-forma adjustment shown on WP H2-34.

OG&E’s pro-forma adjustment H2-34 for $11,682,186 removes 2010 maintenance

of overhead lines expenses and other operation and maintenance associated with

System Hardening that was recovered through the System Hardening Program
Rider (SHPR). These costs are recovered through the rider and should not be
included in rates. The corresponding revenue for this rider is also removed from

the test year. PUD does not propose an adjustment.

What is PUD’s position .regarding OG&E’s request for extension for its
system hardening prog'ram and PUD’s recommendation?
OG&E is requesting that the system hardening program be extended an additional

eighteen months through December 31, 2013. The Company is proposing adding
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to hardening an additional six circuifs.

PUD assessed OG&E’s system hardening expenditure results from 2009 through
2011. PUD determined that as a result of the initial review process, OG&E was
not able to complete the circuits that were projected for 2011. Therefore, PUD

recommends the Company’s request for an (18) eighteen month extension to

include the following:

a) Capital costs of $1S million to harden sixradditional circuits; and

b) Aggressive vegetation management for $10.95 million; $4.8 million for eight (8)
inch tree removal, $1.25 million for large tree removal and $1.25 million for
herbicide applications.

At the end of (18) eighteen mohths, these programs will be further evaluated.

ADVERTISING

Please summarize PUD’s review of the Company’s advertising expense.

PUD reviewed the Company's matrix for FERC account 813 by campaign |
description, account number, target audience, materials produced and purpose
and description of the campaign for the test year. OG&E excluded advertising

from operating expenses that did not meet any of the statutory requirements and

OCC rules. This resulted in OG&E'’s pro forma adjustment reducing advertising

' éxpense by $178,048. Of this ambunt, $153,286 is applied to OG&E’'s Oklahoma

jurisdiction.
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PUD made an adjustment to OG&E’s Oklahoma jurisdictional amount of $153,286
for advertising expenses that were considered promotional and were disaliowed
from rates. All other advertising expenses wei‘e related to information, safety and
reliability and customer education and were allowed in fates. PUD’s adjustment
No. H2 for $35,189.00 from the Total Company Pro forma level of advertising

expenses included within the O&M expense will be disallowed.

VEGETATION MANAGEMENT

Please explain OG&E’s treatment of Vegetation Management.

For th,e test year OG&E incurred more expenses in 2010 than was budgeted. The

2010 actual costs less the 2011 budget resulted in a difference of $365,090. Asa

result, OG&E made pro forma adjustment H2-43 fo_r $365,090 to decrease
operating and maintenance expense for vegetation management. This adjustment

is necessary to remove from the cost of service the vegetation management costs

- that were included in the 2011 budget expense. The Company's vegetation

management costs are directly assigned and recovered in base rates.

- WIND POWER

Please summarize PUD’s review of OG&E’s pro-forma adjustment H2-44 for

$750,000 for wind power expense.

PUD reviewed the Company’s general ledger account for the test year and six-

month post test year to evaluate expense levels and determined the expense

levels to be consistent. This adjustment is necessary to remove wind power

10
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education expense from base rates that were recovered through the Green Power
Wind Rider (GWPR) rider during the test year. The GPWR was implemented as a
result of the Joint Stipulation and Seitlement Agreement frbm Cause No. PUD
200100455 Order No. 470044 issued on November 22, 2002. The current tariff
allows $750,000 annually to be spent on education, marketing and ancillary

expenses.

Does PUD accept OG&E’s adjustment of $750,000 to remove the wind power

expense for the test year?

Yes. PUD reviewed the 2010 and six months post test year wind power expense
by FERC account and determined that $827,659 were the total dollars spent
during the test year for wind power expense and that amount exceeded,the

$750,000 aliowed to be recovered through the GWPR rider. Customers that

~subscribe to the rider pay for related educational and advertising expenses. The

difference of $77,659 is incorporated into the base rates. PUD believes non-
subscribers should not beér :the additional costs. Therefore, PUD proposes -

Adjustment H3 of $77,659 to remove this cost from the base cost of service.

What is PUD’s recommendation?

- After conducting an on-site audit and assessment of the 2010 and six months post

test year wind power expense FERC breakdown, and review of other 2010 wind

power related costs that were recovered through the rider, PUD recommends an

11
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adjustment of $77,659 to FERC account 930.2 to remove 2010 additional wind

related educational and advertising expenses from the base cost of service.

TRANSMISSION POLES MAINTENANCE PROGRAM

' Please summarize PUD’s review of the OG&E’s pro-forma adjustment H2-45

of $290,618 for transmission pole maintenance program.

OG&E implemented a study in 2010 to inspect steel transmission pole footings.
The result of the findings produced a ten (10) yeér program cycle to inspect
transmission poles and make any needed repairs. This adjustment reflects the .
annual cost of inspection of steel transmission pdles inéIUded in the base rates.
PUD reviewed the Company's general ledger account for the test year. The FERC
account 571 amounts also tied o the test year general ledger cost postings. PUD
then reviewed Vthe inspection program for steel transmiséion and verified test year
expenses of $117,355 were included in test year base rates. PUD does not

propose an adjusiment.

 OKLAHOMA PRICING EDUCATION

Please describe OG&E’s pro-forma adjustment for H2-47 of $3,018,568 for

Oklahoma pricing eduéation.

- OG&E is requesting appfoximately $3,018,568 for customer education regarding

_pricing plans for 2012 and 2013 to implement its'OkIahoma pricing educatioh_p!an.

The purpose of this proposal is to educate Ok!ahom'a'customers regarding various

pricing plan options available and to have the added benefits of a price plan option

12
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that would best result in lowering their electric energy costs, save the customer

money and fit with their lifestyle. The pricing plan offers customers the option of

- whether to keep their standard rate or switch to an alternative rate option. The

goal of OG&E’s education plan is to ensure that customers are aware of the
choices available to them. The Oklahoma plan will focus on educating, enrolling,

engaging, and sustaining customers in various pricing options.

Which Company programs are included in the plan? |
The new funds will be dedicated to the following programs: Time of Use (TOU),
Variable Peak Pricing (VPP), Critical Peak Pricing (CPP), Load Reduction (LR),

:Rea[ Time Pricing (RTP), and Online Services (enroliment option).

Please provide déscriptions of the Company’s six (6) programs designated
for the pricing plan.r

1) The TOU program allows customers to take advantage of pricing signals

during on-peak times {(summer weekday 'afterljoons, Monday through
Friday and June 1% through September 30, This rate rewards customers
for reducing t'he'ir usage during on-peak times. Thus, customers that can
shift their eledtricity demand are rewarded with lower bills, save more when
compared. o 'tﬁe standard rate and héve the potential to optimize their
savings benefit. The Company's goal is to f_etain current customers and

recruit new customers to the TOU program.

13
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2)

3)

4)

5)

,6)

The VPP rates are available to all OG&E customers. The VPP program

offers a system wide peak demand reduction for customers for whom

OG&E has installed the applicable technology equipment Home Area

Network (HAN) to receive informa’;ion about their energy use. This program
notifies customers of the price of electricity and empowers them to make
wise enefgy decisions concerning their electric bill.

The CPP is similar to the VPP. This program also offers a system wide
peak demand reduction for customers.

The (LR) program offers customers a discoﬁnt for reducing their usage
option upon request. This pricing option offers customers a way to reduce
their energy costs by reducing load when reduested. The program allows
customers to gainl some control over their energy costs by receiving credits
in exchange for usége reductions. This program lends 7itself to
knowledgeable and skilled sales staff. Therefore, this program will require
additional customer outreach and education to increase the nUmber of
customeré who méy take advantage of the progrém.

RTP progl;rarm' offers day ahead pricing to commercial and induétrial
customers to shift demand to lower cost periods. Standard pricing is used if

demand reductions are not needed.

Online Services ~ this program offers’ an online option to customers who

prefer to conduct business electronically.

14
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Q:

Please summarize PUD’s review of OG&E’s Oklahoma pricing education
expense and PUD’s recommendation.

PUD reviewed Company witness, Mr. Scoft's, testimony related to this area,
reviewed binder information onsite, confidential data for pricing education, plan
budget detail, OG&E DR responses to AARP and Adjustment WP H-2-47 to
increase annual pricing education expenses. PUD reviewed the Oklahoma price
plan budget detail and budget assumptions and determined that the proposed
budget costs appeared appropriate as part of the outreach effort to implement the
plan. Included in these costs is a one-time $500,000 in capital for development of
the on-line sign-up software. The budget plan assumptions include the following
initiatives: productioh costs, digital media buys, shafed mail, direct mail/fe-mail, bill
inserts, energy report, text messaging and e-mail campaigns, customer feedback,
commercialfindustrial brochure, temporary contract labor expense, on-line signup,

project management, annual license and maintenance fee.

PUD recognizes that the outcome of the pricing education plan will depend on the
successful education, enroliment, engaging and sustaining customer selections of
the various price plans. Furthermore, PUD believes that implementing the
Company’s pricing plan at this time wbuld be beneficial in making the information
available to customers regarding the various program options that are available to
them. The effectiveness of the pricing plan will be reviewed at the time of O.G&E’s
next general rate review in 2013. PUD recommends implementing OG&E's

Oklahoma Pricing Plan at $3.18 million for 2012 and 2013.

15
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REVENUE ADJUSTMENTS

RENEWABLE ENERGY CREDITS (RECs) REVENUE

Please describe the Company’s RECs.

The Company acquires RECs through the wind facilities. One REC is generated
for each MW generated at each of the owned wind facilities and as part of the
purchased power agreements for the wind faciiities owned by thirdrparties.
Generation is based on mefered data from the wind farm and is validated by

Power Supply.

Pteas_e describe the Company’s accounting treatment for Renewable Energy
Credits (RECs).I :

The Company records REC sales as either. subscribed or .unsubscribed. if
subscribed, sales are initially booked as electric sales revenue as these sales are
included on the customer's monthly bill. The REC sales are then reclassed {o the
over/under recovery accounts and are jurisdictionalized and credited back to
customers. Any amounts allocated to OG&E are recorded to'miscéilaneous non-
operating income. Unsubscribed ‘REC' sales are recorded to the over/funder
recovery acéounts and are jurisdictionalized and credited back to customers, net of
any broker costs associated with the sale. Any amounts allocated to OG&E are

recorded to miscellaneous non operating income.

16
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Q:

Please summarize PUD’s review of the REC adjustment for the amount of
$1,382,305.

PUD reviewed the process by which the REC revenue was removed from the test
year. PUD also reviewed a test sample for October revenue, as that month
reflected the highest REC revenue recorded during the test year. PUD traced and
tied the journal entries to workpaperé and verified that the total REC revenues
incurred during the test year were removed from the base cost of service. PUD
proposes no adjustment. For the test year, this results in a Total Company
revenue decrease of $1,382,305. Of this amount, $1,264,554 is applied to

OG&E’s Oklahbfna jurisdiction.

DEMAND PROGRAM RIDER (DPR) SAVINGS

Please summarize PUD’s review of the Company’s adjustment for DPR
program savings for Oklahoma juriédictional amount for $1,849,077.

PUD reviewed and verified the Company’s WP H2-11 prorformar adjustment of
$1,849,077 which reflects the utility's lost revenue derived from energy and
demand reductjion during the test year. This adjustment is appropriate because it |
removes thé revenues out of total revenues for the test year. PUD does not

propose an adjustment.

17
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RIDER MODIFICATIONS

OU SPIRIT RIDER (OUSR)
Please discuss OG&E’s proposal to terminate the OUSR and PUD’s
recommendation.
OG&E requests that the OUSR be terminated in this Cause and that the
associated costs be placed in base rates. The rider wili be discontinued when
rates become effective. In addition, the treatment of revenues from the sale of
RECs as the result of the OUSR en'ding will be credited through fhe New
Renewable Energy Credit (NREC) component of the RTSA Rider instead of the
the OU Spirit REC Rider. PUD does not propose any objection to the REC
Rider treatment. Distribution of the REC proceeds through the NREC component
of the RTSA eliminates the need to establish a new OU Spirit REC Rider. OG&E
incorporated new language in its NREC tariff to match language for REC proceeds
receiQed from the sales of RECs that would be distributed through the OU Spirit

REC Rider. PUD does not propose an objection.

GREEN POWER WIND RIDER (GPWR)
Please discuss OG&E’s proposed changes to the GPWR, and PUD’s
recommendation.
The current GPWR includes tariff .pricing for 2008 through 2010. OG&E is
cuprently applying the 2010 priceé to sa[és in 2011. OG&E requests that the 2010

tariff price be extended. This tariff price is tied to the Sooner purchased power

18
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adjustment (PPA) contract and that amount is locked into the contract. PUD does

not propose an objection.

LOW INCOME ASSISTANCE PROGRAM (LIAP)

Please discuss OG&E’s proposed changes to the LIAP and PUD’s
recommendation.

The LIAP cﬁrrenﬂy provides a discounted customer charge to all residential
customers that receive benefits from the Low Income Home Energy Assistance
Program (LIHEAP). OGA&E is requesting that the restrictions be removed to allow
the discount to apply to all residential service tariffs rather than to only the
standard résidential rate. This change will not impact the overall revenues as well
as allow the affected customers to continue..to receive the discount regardless of

their selected rate plan. PUD does not propose any objection.

MILITARY BASE TARIFF CREDIT (MBTC) .
Please discuss OG&E’s proposed changes to the MBTC and PUD’s
recommendation.
The.MBTC rider is based on ;n allocation factor apblicablé to‘ each rate class
excluding special contracts. In this Cause, the rider has been updated to reflect

new billing factors under the test year sales. PUD proposes no objection.
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CROSSROADS TARIFF
Q: - Please discuss OG&E’s proposed changes to the Crossroads Tariff and
PUD’s recommendation.
A: The Crossroads Rider will reflect allocation factors resuiting frorﬁ this filing when
the wind farm becomes used and useful, (i.e. when all turbines are in place and

operational) which is anticipated in December 31, 2011. PUD proposes no

objection.

RECOMMENDATION
Q: What is the total of OG&E'’s expense an_d revenue adjustments?
A OG&E's expense adjustments covered in my areas are summarized in the tfables

below. PUD did not propose any revenue adjustments.

' PUD Expense Adjustments

OG&E Total PUD
Adjustmen | . Description Company ~ Proposed Expense
t No. : Amount Adjustments
H2-40 Advertising $ 178,048 | H1-Removed $ 35,189
H2-44 Wind Power _ $ 750,000 | H3-Removed $ 77,759
H-21 Informational/instructional/Miscellaneous | $ 356,564 | H4-Removed $ 356,564
/Sales
Q: Please summarize PUD’s recommendation in reference to OG&E’s expense
adjustments that | covered in my areas.
A After conducting a thorough review of OG&E’s expenses ‘andr'revenues covered in

my areas, PUD believes these expense and revenue adjustments are fair, just and
reasonable and recommends that the Commission accept the Company’s expense

and revenue adjustments covered in my areas.
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Q:

Please summarize PUD’s recommendations for OG&E’s Rider modifications

covered in my testimony.

PUD proposes that the Commission approve the following recommendations:

a. Extend System Hardening program an additional eighteen months through
December 31, 2013 to include six additionél circuits to harden at cépital costs
of $15 million; and aggressive vegetation management for $10.95 million; $4.8
million for eight (8) inch tree removal, $1.25 million for large tree removal and
$1.25 million Vfor hérbicide applications. These programs will be further
eval_uated at the end of the (18) eighteen months;

b. Eliminate the OU Spirit Rider and place associate costs in base rates. When

| rates becﬁme effective, the rider will be driscontinued. The freatment of
revenues from the sale of RECs as the resuit of the OUSR énding will be
dredited through the New Renewable Energy Credit (NREC) component of the
RTSA lRid_er instead of the OU Spirit REC Rider.

c. Extend the Green Power Wind Rider (GPWR) 2010 tariff price going forward.
The tariff price is tied to the Sooner purchased power adjustment (PPA)
contract and that amount is locked into the contract.

d. Remove restrictions of the Low Income Assistance Program (LIAP) to allow the
discount to apply to all residential service tariffs rather than to only the standard
residential rate. |

e. Accept changes to the Crossroads Rider (CR). The rider will reflect allocation
factors resulting from this filing when the wind farm becomes used and useful,

which is anticipated in December 31, 2011.
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f. Accept changes to the Military Base Tariff Credit (MTBC). This rider has been
updated to reflect new billing factors under the test year sales.

g. Extend OG&E’s Storm Cost Recovery Rider (SCCR) through calendar year
2014 for costs incurred through 2013; OG&FE’s last rate case Cause No. PUD
200800398, Final Order 569281 approved extending the rider so as to include
costs incurred in the remainder of the year. This extension will capture costs

incurred in the remainder of 2013.

I state under penalty or perjury under the laws of Oklahoma that the foregoing is true and correct.

A lirne, ) Db die, Norerben 4. 201 - 0t2-Puid

i (Signature) (Date and Place')
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