
FDJLE
BEFORE THE 07 2001

CORPORATION COMMISSION OF THE STATE
0KG

CORPORATION COMMISSION
IN THE MATTER OF THE APPLICATION OF OKLAHOMA
OF OKLAHOMA GAS AND ELECTRIC
COMPANY FOR AN ORDER OF THE CAUSE NO PUD 200 710447
COMMISSION GRANTING RECOVERY OF
THE COSTS ASSOCIATED WITH THE
CANCELLATION OF THE RED ROCK
GENERATING FACILITY

APPLICATION

COMES NOW OKLAHOMA GAS AND ELECTRIC COMPANY OGE COMPANY OR

APPLICANT AND SHOWS TO THE COMMISSION AS FOLLOWS

PARTIES

OGE IS AN INVESTOR OWNED ELECTRIC PUBLIC UTILITY WITH PLANT PROPERTY AND OTHER

ASSETS DEDICATED TO AND FOR THE PRODUCTION TRANSMISSION DISTRIBUTION AND SALE OF ELECTRIC POWER

AND ENERGY TO WHOLESALE AND RETAIL CUSTOMERS WITHIN THE STATES OF OKLAHOMA AND ARKANSAS THE

COMPANY IS INCORPORATED WITHIN THE STATE OF OKLAHOMA AND IS SUBJECT TO THE REGULATORY

JURISDICTION OF THIS COMMISSION APPLICANTS PRINCIPAL PLACE OF BUSINESS IS LOCATED AT 321 NORTH

HARVEY OKLAHOMA CITY OKLAHOMA 73102 OGE IS REPRESENTED IN THESE PROCEEDINGS BY

WILLIAM BULLARD OBA 1302 AND PATRICK SHORE OBA 8205 OKLAHOMA GAS AND ELECTRIC

COMPANY PO BOX 321 OKLAHOMA CITY OKLAHOMA 73101 AND DUSTIN FREDRICK OBA

19095 RAINEY ROSS RICE BINNS PLLC 735 FIRST NATIONAL CENTER WEST OKLAHOMA CITY

OKLAHOMA 73102



OTHER PARTIES THAT MAY HAVE AN INTEREST IN THIS PROCEEDING INCLUDE THE PARTIES OF

RECORD IN CAUSE NO PUD 2007000121 RED ROCK PREAPPROVAL APPLICATION AS FOLLOWS

PUBLIC UTILITY DIVISION OKLAHOMACORPORATION COMMISSION

OFFICE OF THE ATTORNEY GENERAL FOR THE STATE OF OKLAHOMA

OKLAHOMA INDUSTRIAL ENERGY CONSUMERS

PUBLIC SERVICE COMPANY OF OKLAHOMA

QUALITY OF SERVICE COALITION

REDBUD ENERGY LP

WALMART STORES EAST LP

OGE SHAREHOLDERS ASSOCIATION

AES SHADY POINT LLC AND AES PACIFIC LLC

FACTS

OGE IS RETAIL ELECTRIC SUPPLIER AND AN ELECTRIC PUBLIC UTILITY WITH THE EXCLUSIVE

RIGHT AS WELL AS THE OBLIGATION TO SERVE ELECTRIC CONSUMING FACILITIES WITHIN ITS CERTIFIED TERRITORY

OGE IS OBLIGATED BY THE RULES OF THIS COMMISSION TO PROVIDE RELIABLE SUPPLY OF ELECTRIC

POWER AND ENERGY TO THOSE ELECTRIC CONSUMING FACILITIES CONSTITUTING THE COMPANYS OKLAHOMA

RETAIL CUSTOMERS THE RULES OF THE COMMISSION REQUIRE ELECTRIC UTILITIES TO DEVELOP AND SUBMIT

TO THE COMMISSION AND TO PUBLIC COMMENT INTEGRATED RESOURCE PLANS TO ESTABLISH BASES FOR

SUBSTANTIAL INVESTMENT AND EXPENSES INCURRED BY UTILITIES TO PROVIDE ELECTRIC SUPPLY TO RETAIL

CUSTOMERS

OGE BEGAN TO CONSIDER BASE LOAD CAPACITY ADDITION EARLY IN 2005 OGES

RESOURCE PLANNING STUDIES CONSISTENTLY INDICATED THAT OGE WOULD NEED ADDITIONAL BASE LOAD

CAPACITY IN THE 20112012 TIMEFRAME SUBSEQUENT ANALYSES TAKING COST RISK AND OTHER FACTORS

INTO ACCOUNT LED OGE TO CONCLUDE THAT BASE LOAD COALFIRED PLANT WAS THE BEST OPTION FOR

IN THE MATTER OF THE APPLICATION OF OKLAHOMA GAS AND ELECTRIC COMPANY FOR AN
ORDER OF THE COMMISSION GRANTING PREAPPROVAL TO CONSTRUCT RED ROCK GENERATING
FACILITY AND AUTHORIZING RECOVERY RIDER

170S 15821 ETSEQ
OAC 16535253D
OAC 16535371 ETSEQ



CUSTOMERS ON JANUARY 2007 THE COMPANY SUBMITTED ITS FINAL INTEGRATED RESOURCE PLAN

IRP TO THE COMMISSION THE IRP DEMONSTRATED THAT 400 MWBASE LOAD RESOURCE WOULD BE

THE OPTIMAL MEANS OF MEETING ITS CUSTOMERS REQUIREMENTS FOR ELECTRICITY BEGINNING IN THE 2011 TO

2012 TIMEFRAME AND THE IRP ESTABLISHED THAT THE LOWEST REASONABLE COST OPTION TO MEET THAT NEED

WOULD BE THE CONSTRUCTION OF COAL FIRED GENERATING FACILITY

DURING THE FALL OF 2005 PUBLIC SERVICE COMPANY OF OKLAHOMA PSO
SUBSIDIARY OF AMERICAN ELECTRIC POWER COMPANY ANNOUNCED NEED FOR 400 TO 600 MWOF

ADDITIONAL BASE LOAD GENERATION CAPABILITY BEGINNING IN JUNE 2011 AND ISSUED REQUEST FOR

PROPOSALS RFP TO SUPPLY POWER SUPPLY RESOURCES TO SATISFY ITS CUSTOMERS NEEDS

OGECONCLUDED THAT SIGNIFICANT SAVINGS RESULTING FROM ECONOMIES OF SCALE COULD

BE ACHIEVED BY CONSTRUCTING BASE LOAD GENERATING FACILITY WITH ADEQUATE CAPACITY TO SATISFY THE

ELECTRIC SERVICE REQUIREMENTS OF BOTH PSO AND OGE THROUGH THE CONSTRUCTION OF SINGLE

GENERATING FACILITY LOCATED IN PROXIMITY TO THE SERVICE AREAS OF BOTH PSO AND THE COMPANY

OGE FURTHER DETERMINED THAT THE JOINT CONSTRUCTION OF COALFIRED GENERATING FACILITY LOCATED

ADJACENT TO THE COMPANYS SOONER GENERATING STATION WOULD BENEFIT THE CUSTOMERS OF BOTH

UTILITIES

IN EARLY 2006 OGE SUBMITTED BID IN RESPONSE TO REQUEST FOR PROPOSAL ISSUED

BY PSO TO CONSTRUCT JOINTLY OWNED COAL FIRED BASE LOAD GENERATING FACILITY RED ROCK

GENERATING FACILITY SIZED TO MEET THE COMBINED NEED FOR NEW BASE LOAD GENERATING

REQUIREMENTS OF THE CUSTOMERS OFPSO AND OGE OGES BID WAS SELECTED AS THE WINNING BID

AND BETWEEN JULY 2006 AND JANUARY 2007 PSO AND OGE NEGOTIATED CONSTRUCTION

OWNERSHIP AND OPERATING AGREEMENT COO THE COO DESIGNATED OGE AS THE

CONSTRUCTION AND OPERATIONS MANAGER FOR THE JOINT OWNERS P50 50 OGE42 AND THE



OKLAHOMAMUNICIPAL POWERAUTHORITY OMPA
ON JANUARY 17 2007 OGE FILED ITS RED ROCK PREAPPROVAL APPLICATION

PURSUANT TO 17 286C FOR PREAPPROVAL TO CONSTRUCT THE RED ROCK GENERATING FACILITY

OGE FILED TESTIMONY IN SUPPORT OF THE RED ROCK PREAPPROVAL APPLICATION ADVISING THE

COMMISSION THAT IN ORDER TO MEET THE INSERVICE DATE IT WOULD BE NECESSARY FOR OGE TO COMMIT

APPROXIMATELY 25 MILLION AND THAT THESE FUNDS WOULD BE SUBJECT TO CANCELLATION FEES IF THE

COMMISSION DID NOT GRANT PREAPPROVAL OF THE RED ROCK GENERATING FACILITY

DURING THE PROCEEDINGS IN CONNECTION WITH THE RED ROCK PREAPPROVAL

APPLICATION THE COMMISSION ISSUED ORDER NOS 535900 AND 545066 AUTHORIZING AND REQUIRING

OGE TO PAY FOR CONSULTING SERVICES OBTAINED BY THE PUBLIC UTILITY DIVISION OF THE OKLAHOMA

CORPORATION COMMISSION STAFF PURSUANT TO 17 OS 286C2 THE FEES FOR STAFFS

CONSULTING SERVICES IN CONNECTION WITH THE RED ROCK PREAPPROVAL APPLICATION TOTALED 51289

AS ESTABLISHED BY ORDER NO 545066 IN ADDITION THE COMMISSION ISSUED ORDER NO 535898

AUTHORIZING AND REQUIRING OGE TO PAY FOR CONSULTING SERVICES OBTAINED BY THE OFFICE OF THE

ATTORNEY GENERAL FOR THE STATE OF OKLAHOMA AG PURSUANT TO 17 OS 286C3 THE AG

INCURRED FEES FOR CONSULTING SERVICES IN CONNECTION WITH THE RED ROCK PREAPPROVAL APPLICATION

IN THE TOTAL AMOUNT OF 253225 OGE REPRESENTS TO THE COMMISSION THAT IT HAS PAID THE FEES

FOR CONSULTING SERVICES INCURRED BY BOTH STAFF AND THE AG AND OGE IS ENTITLED TO RECOVER THESE

COSTS

OGE IS REQUESTING THE RECOVERY OF CERTAIN INCREMENTAL COSTS IN THIS PROCEEDING

DURING THE TIME PERIOD OF JULY 2006 THROUGH OCTOBER 2007 OGE INCURRED COSTS AND EXPENSES

DIRECTLY ATTRIBUTABLE TO THE RED ROCK GENERATING FACILITY THE EXPENDITURES INCURRED DURING THE

PERIOD JULY 2006 THROUGH OCTOBER 2007 INCLUDING THOSE OF THE JOINT OWNERS TOTAL 38564356



THE MAJOR COMPONENTS OF THIS AMOUNT INCLUDE OUTSIDE LEGAL SERVICES IN NEGOTIATING THE COO AND

ENGINEERING PROCUREMENT AND CONSTRUCTION AGREEMENT EPC OUTSIDE CONSULTANTS INCLUDING

SARGENT LUNDY OUTOFPOCKET EXPENSES FILING FEES AT THE OKLAHOMA DEPARTMENT OF

ENVIRONMENTAL QUALITY TO OBTAIN AN AIR PERMIT AND AT THE SOUTHWEST POWER POOL FOR THE

TRANSMISSION SERVICE REQUEST FOR THE RED ROCK GENERATING FACILITY COSTS PAID TO RED ROCK POWER

CONSTRUCTORS UNDER THE LETTER OF INTENT WHICH INCLUDES CANCELLATION COSTS PAID FOR CANCELLATION OF

THE STEAM TURBINE GENERATOR BOILER AND AIR QUALITY CONTROL SYSTEM

ON OCTOBER 11 2007 THE COMMISSION ISSUED ORDER NO 545240 DETERMINING THAT

OGES REQUEST FOR AN ORDER GRANTING PREAPPROVAL OF THE RED ROCK GENERATING FACILITY AND

AUTHORIZING RECOVERY RIDER IS DENIED EMPHASIS IN ORIGINAL THEREFORE OGE AS

CONSTRUCTION AND OPERATIONS MANAGER TOOK IMMEDIATE STEPS TO CANCEL THE PROJECT

THE AMOUNT THE COMPANY IS REQUESTING IN THIS PROCEEDING REPRESENTS CERTAIN

INCREMENTAL COSTS NOT CURRENTLY BEING RECOVERED IN OGE RATES EXAMPLES OF COSTS NOT

REQUESTED ARE EXPENDITURES DURING THE BID PROCESS AND MOST INTERNAL COSTS DURING THE NEGOTIATION

OF THE COO AND THE SUBSEQUENT NEGOTIATION WITH THE CONSTRUCTION CONTRACTOR OGES TOTAL

EXPENDITURES REGARDING THE RED ROCK GENERATING FACILITY WERE 17064531 OGES TOTAL

OKLAHOMA JURISDICTION COSTS RELATED TO THE RED ROCK GENERATING FACILITY WERE 14430007

EXCLUSIVE OF THE FEES AND COSTS PAID BY OGE FOR THE CONSULTANTS RETAINED BY STAFF AND THE AG

INCLUDING THESE FEES AND COSTS OGFS TOTAL OKLAHOMA JURISDICTION COSTS RELATED TO THE RED

ROCK GENERATING FACILITY WERE 14734521 OGE IS REQUESTING THE COMMISSION TO AUTHORIZE

THE ACCRUAL OF REGULATORY ASSET CONSISTING OF THESE EXTRAORDINARY COSTS

ON JUNE 26 2006 THE COMMISSION ISSUED ORDER NO 526426 IN CAUSE NO PUD

ID



2006000416 IN WHICH THE COMMISSION DETERMINED THAT NINETY PERCENT 90 OF THE OKLAHOMA

RETAIL JURISDICTIONAL PROCEEDS FROM SO ALLOWANCE SALES SHALL PASS DIRECTLY TO OGES CUSTOMERS

WHILE OGE SHALL RETAIN THE REMAINING TEN PERCENT 10 OF THE PROCEEDS OGE IS

REQUESTING TO SUSPEND THE 9010 SHARING AND APPLY 100 OF THE PROCEEDS FROM SO ALLOWANCE

SALES AS REDUCTION TO THE REQUESTED REGULATORY ASSET UNTIL THESE EXTRAORDINARY COSTS ARE RECOVERED

IN FULL ONCE OGE HAS FULLY RECOVERED THESE EXTRAORDINARY COSTS THE COMPANY WILL RETURN TO

THE 9010 SHARING MECHANISM CURRENTLY AUTHORIZED BY THE COMMISSION

IN SUPPORT OF THIS APPLICATION OGE SUBMITS TO THE COMMISSION THE FOLLOWING

DIRECT TESTIMONY

HOWARD MOTLEY IS OGES VICE PRESIDENT REGULATORY AFFAIRS

MR MOTLEY WILL EXPLAIN THE RELIEF SOUGHT IN THIS APPLICATION WHY IT IS APPROPRIATE

TO GRANT THAT RELIEF AND DISCUSS THE COMMISSIONS AUTHORITY TO GRANT THE RELIEF

EXPLAIN HOW THE RECOVERY OF THESE EXTRAORDINARY COSTS IS CONSISTENT WITH THE

OBJECTIVE OF RATE REGULATION PROVIDE EXAMPLES OF EXTRAORDINARY COST RECOVERY

GRANTED BY THIS COMMISSION AND ALSO DISCUSS HOW OGES RECOVERY OF THESE

EXTRAORDINARY COSTS WILL SEND POSITIVE SIGNAL TO THE FINANCIAL COMMUNITY

JOHN WENDLING IS OGES VICE PRESIDENT POWER SUPPLY MR

WENDLING WILL DESCRIBE THE BASIS FOR THE RED ROCK ENGINEERING AND TECHNICAL

EXPENDITURES THE COMPANY IS SEEKING TO RECOVER

SCOTT FORBES IS OGES CONTROLLER AND CHIEF ACCOUNTING OFFICER

MR FORBES WILL SUMMARIZE AND QUANTIFY THE OKLAHOMA PORTION OF THESE

APPLICATION OF JOYCE DAVIDSON DIRECTOR OF THE PUBLIC UTILITY DIVISION
OKLAHOMA CORPORATION COMMISSION OKLAHOMA GAS AND ELECTRIC COMPANY AND AES
SHADY POINT INC FOR AN ORDER APPROVING THE IMPLEMENTATION OF CLEAN AIR ACT
ALLOWANCE CREDIT RIDER FILED FEBRUARY 10 2006

ORDER NO 526426 AT PAGE



EXPENDITURES ADDRESS THE PROPOSED METHOD OF RECOVERY THROUGH THE SALE OF SO

ALLOWANCES AND ALSO DISCUSS THE FINANCIAL IMPACT ON THE COMPANYS EARNINGS

LE AUTHORITY

THE COMMISSION HAS JURISDICTION TO GRANT THE RELIEF REQUESTED HEREIN BY VIRTUE OF ARTICLE

IX SECTION 18 ET SEQ OF THE CONSTITUTION OF THE STATE OF OKLAHOMA 17 OS 151 ET SEQ

SPECIFICALLY 17 OS 286C2 AND 17 OS 286C3 THE COMMISSIONS RULES OF PRACTICE

OAC 1655 THE COMMISSIONS ELECTRIC UTILITY RULES OAC 16535 ALL RELEVANT CASE LAW AND

THE UNITED STATES CONSTITUTION

RELIEF SOUI

WHEREFORE PREMISES CONSIDERED OGE REQUESTS THAT AFTER APPROPRIATE NOTICE AND

HEARING THE COMMISSION ISSUE AN ORDER AUTHORIZING OGE TO ACCRUE REGULATORY ASSET IN THE

AMOUNT OF 14734521 REPRESENTING THE OKLAHOMA JURISDICTIONAL PORTION OF ITS PRUDENTLY

EXPENDED EXTRAORDINARY COSTS ASSOCIATED WITH THE RED ROCK GENERATING FACILITY THE

SUSPENSION OF THE 9010 SHARING MECHANISM SET FORTH IN COMMISSION ORDER NO 526426 SO THAT

OGE MAY APPLY 100 OF THE PROCEEDS FROM SO ALLOWANCE SALES AS REDUCTION TO THIS

REGULATORY ASSET UNTIL THESE EXTRAORDINARY COSTS ARE RECOVERED IN FULL AND SUCH OTHER RELIEF AS

THE COMMISSION DEEMS APPROPRIATE

RESPECTFULLY SUBMITTED

OKLAHOMA GAS AND ELECTRIC COMPANY

IN FREDRICK 19095

RAINEY ROSS RICE BINNS PLLC
735 FIRST NATIONAL CENTER WEST

OKLAHOMACITY OKLAHOMA73102

TELEPHONE 405 2351356

FACSIMILE 405 2352340



AND

WILLIAM BULLARD OBA 1302
PATRICK SHORE OBA 8205

PO BOX 321

OKLAHOMACITY OKLAHOMA 73101

TELEPHONE 405 5533182

FACSIMILE 405 5533198



CERTIFICATE OF MAILING

HEREBY CERTIFY THAT ON THE DAY OF DECEMBER 2007 TRUE AND CORRECT COPY OF THE

FOREGOING INSTRUMENT WAS PLACED IN THE US MAIL POSTAGE PREPAID ADDRESSED TO THE FOLLOWING

LENORA BURDINE JACK FITE

DEPUTY GENERAL COUNSEL WHITE COFFEE AND FITE

OKLAHOMACORPORATION COMMISSION SUITE 100

PO BOX 520002000 1001 NW63 STREET

OKLAHOMACITY OKLAHOMA731522000 OKLAHOMA CITY OKLAHOMA 73162

WILLIAM HUMES RONALD STAKEM

ASSISTANT ATTORNEY GENERAL CLARK STAKEM WOOD PAFTEN PC

313 NE 21ST STREET SUITE 400

OKLAHOMACITY OKLAHOMA 731054894 101 PARK AVENUE
OKLAHOMACITY OKLAHOMA 73102

FRED GIST

HALL ESTILL HARDWICK GABLE KENDALL PARRISH

GOLDEN NELSON PC COMINGDEER LEE GOOCH

100 BROADWAY SUITE 2900 6011 ROBINSON

OKLAHOMACITY OKLAHOMA 73102 OKLAHOMA CITY OKLAHOMA 73118

THOMAS SCHROEDTER CHERYL VAUGHT

HALL ESTILL HARDWICK GABLE VAUGHT CONNER PLLC

GOLDEN NELSON PC 50 PENN PLACE BUILDING

320 BOSTON SUITE 400 1900 NWEXPRESSWAY SUITE 1300

TULSA OKLAHOMA74103 OKLAHOMA CITY OKLAHOMA 73118

RICK CHAMBERLAIN LEE PADEN

BEBRENS TAYLOR WHEELER CHAMBERLAIN PO BOX 52072

NE 63RD STREET SUITE 400 TULSA OKLAHOMA 74 1520072

OKLAHOMACITY OKLAHOMA 73105

FREDRICK
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