
BEFORE THE

FJ
CORPORATION COMMISSION OF THE STATE OLCOL PIUK MI4 OFFICE OKO

CORPORATION COMMISSION
OF OKLAHOMA

IN THE MATTER OF THE APPLICATION OF
OKLAHOMA GAS AND ELECTRIC COMPANY
FOR AN ORDER OF THE COMMISSION CAUSE NO P131 200 700012
GRANTING PREAPPROVAL TO CONSTRUCT
RED ROCKGENERATING FACILITY AND
AUTHORIZING RECOVERY RIDER

APPLICATION

COMES NOW OKLAHOMA GAS AND ELECTRIC COMPANY HEREINAFTER REFERRED TO AS

APPLICANT OGE OR COMPANY AND IN ACCORDANCE WITH 17 GSA 286 AND THE

COMMISSIONS RULES PROMULGATED THEREUNDER ALLEGES AND SHOWS AS FOLLOWS

PARTIES

OGE IS AN INVESTOROWNED ELECTRIC PUBLIC UTILITY THAT OWNS AND OPERATES PLANT PROPERTY

AND OTHER ASSETS USED FOR THE GENERATION PRODUCTION TRANSMISSION DISTRIBUTION AND SALE OF

ELECTRIC POWERAND ENERGY AT WHOLESALE AND AT RETAIL IN THE STATES OF OKLAHOMA AND ARKANSAS

OGE IS INCORPORATED IN THE STATE OF OKLAHOMA IS SUBJECT TO THE REGULATORY AUTHORITY OF THIS

COMMISSION WITH RESPECT TO ITS RETALL RATES AND CHARGES FOR SALES OF ELECTRICITY MADE WITHIN THE

STATE OF OKLAHOMA AND HAS ITS PRINCIPAL PLACE OF BUSINESS AT THE FOLLOWING ADDRESS

321 HARVEY
OKLAHOMA CITY OKLAHOMA73102

APPLICANT IS REPRESENTED FOR THE PURPOSE OF THESE PROCEEDINGS BY THE FOLLOWING NAMED INDIVIDUALS

WHOSE ADDRESSES ARE REFLECTED BELOW

WILLIAM BULLARD OBA NO 1302

PATRICK SHORE OBA NO 8205

KIMBER SHOOP OBANO 19571



OKLAHOMA GAS AND ELECTRIC COMPANY
PO BOX 321

OKLAHOMA CITY OKLAHOMA 73101

4055533182
4055533198 FACSIMILE

AND

ROBERT STEWART JR OBA NO 8628

DUSTIN FREDRICK OBA NO 19095

RAINEY ROSS RICE BINNS PLLC
735 FIRST NATIONAL CENTER WEST

120 ROBINSON

OKLAHOMA CITY OKLAHOMA73102

4052351356 PHONE
4052352340 FACSIMILE

ALL CORRESPONDENCE PLEADINGS AND COMMUNICATIONS WITH RESPECT TO THIS PROCEEDING SHOULD BE

DIRECTED TO ALL NAMED COUNSEL AT THEIR RESPECTIVE ADDRESSES

II FACTS

OGEHAS DETERMINED IT WILL NEED TO ADD ADDITIONAL GENERATION CAPABILITY IN ORDER TO

MEET GROWING DEMAND FOR ELECTRIC POWER DURING THE NEXT DECADE AND THE COMPANY HAS

FURTHER DETERMINED BASED UPON EXTENSIVE INTEGRATED RESOURCE PLANNING THAT 400 MW

BASE LOAD RESOURCE WOULD BE THE OPTIMAL MEANS OF MEETING ITS CUSTOMERS REQUIREMENTS

FOR ELECTRICITY BEGINNING IN THE 2011 TO 2012 TIMEFRAME

DURING THE FALL OF 2005 PUBLIC SERVICE COMPANY OF OKLAHOMA PSO ALSO

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

OGE CONCLUDED 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 COMPANYSSOONER GENERATING STATION WOULD BENEFIT BOTH

UTILITIES

IN RESPONSE TO THE P50 REP OGE PROPOSED TO BUILD 950 MWCOALFIRED

GENERATING FACILITY RED ROCK AT SITE ADJACENT TO ITS SOONER STATION WHERE EXISTING

INFRASTRUCTURE INCLUDING LAND UNLOADING FACILITIES FOR COAL DELIVERED BY RAIL AND COAL

STORAGE FACILITIES ARE ALREADY IN PLACE AND ADEQUATE TO ACCOMMODATE ADDITIONAL COALFIRED

GENERATION ON JULY 18 2006 PSO ADVISED THAT THE OGE PROPOSAL HAD BEEN SELECTED AS

THE WINNING BID INITIALLY OGE PROPOSED THAT PSO AND OGE EACH OWN AN UNDIVIDED

50 INTEREST IN RED ROCK AFTER OGE SUBMITTED ITS BID TO P50 THE COMPANY PROPOSED

THAT THE OKLAHOMA MUNICIPAL POWERAUTHORITY OMLPA BE COOWNER IN RED ROCK

AS RESULT RED ROCK WILL BE OWNEDBY PSO 50 OGE42 AND OMPA AS

TENANTS IN COMMON

THE COMPANY PSO AND OMPA HAVE EXECUTED CONSTRUCTION OWNERSHIP AND OPERATING

COOAGREEMENT THE TERMS OF THE COO AGREEMENT REFLECT THE OWNERSHIP INTERESTS

OF THE PARTIES THIS AGREEMENT ALSO ESTABLISHES THAT OGE WILL BE RESPONSIBLE FOR

CONSTRUCTION AND OPERATION OF RED ROCK SUBJECT TO OVERSIGHT BY THE EXECUTIVE

COMMITTEE CONSISTING OF REPRESENTATIVE OF EACH OF THE OWNERS IN SEPARATE AGREEMENT

OMPA HAS GIVEN OGE AN IRREVOCABLE PROXY TO VOTE ITS OWNERSHIP SHARE

SUBJECT TO TIMELY APPROVAL OF RED ROCK AS REQUESTED BELOW OGE ESTIMATES THAT

TOTAL CONSTRUCTION COSTS OF RED ROCK WILL NOT EXCEED L807 BILLION OGES 42 SHARE



OF SUCH CONSTRUCTION COSTS IS 759 MILLION RED ROCK WILL REQUIRE CONSTRUCTION OF CERTAIN

TRANSMISSION FACILITIES THE COST OF WHICH WILL BE DETERMINED BY THE SOUTHWESTPOWER POOL

SPP OGE ESTIMATES THAT THE COST OF TRANSMISSION UPGRADES NEEDED TO

ACCOMMODATE ENERGY DELIVERED BY RED ROCK INTO THE TRANSMISSION SYSTEM IS AT 71

MILLION OGES SHARE OF THOSE COSTS IS ESTIMATED AT 30 MILLION THUS THE TOTAL COSTS

FOR RED ROCK FOR WHICH OGE SEEKS PREAPPROVAL IN THIS APPLICATION PURSUANT TO GAC

16535385D IS 789 MILLION

IN SUPPORT OF THE RELIEF OGE IS REQUESTING IN THIS APPLICATION THE COMPANY IS FILING

PREFILED DIRECT TESTIMONY OF THE FOLLOWING WITNESSES WHOSE TESTIMONIES COVER THE ISSUES

IDENTIFIED BELOW

WITNESS SCOPE OF TESTIMONY

JAMES HATFIELD POLICY CASE SUMMARY AND RELIEF REQUESTED

JESSE LANGSTON PRUDENCE OF RED ROCK CAPPED LEVEL OF CONSTRUCTION COSTS

AND BENEFITS

HOWARD MOTLEY PHASEIN RECOVERY PROPOSAL THAT WILL MINIMIZE CUSTOMER

IMPACT QUARTERLY REPORTING AND ANNUAL TRUEUP OF COSTS

ROGER WALKINGSTICK RIDER TARIFF DESIGN AND INCREASES TO CUSTOMER BILLS

FRANK GRAVES ALTERNATIVE COST RECOVERY MECHANISMS AND RISK TO CUSTOMERS

THE BRATTLE GROUP OF RATE SHOCK

OGE IS FILING THIS APPLICATION PURSUANT TO OKLAHOMA LAW 17 0S 286C AND

0CC RULES GAC 16535385 BOTH 286C AND COMMISSION RULE 385 PROVIDE THAT

IF THE COMMISSION DETERMINES THERE IS NEED FOR THE CONSTRUCTION OR PURCHASE OF NEW

ELECTRIC GENERATING FACILITY THE GENERATING FACILITY SHALL BE CONSIDERED USED AND USEFUL AND

ITS COSTS SHALL BE SUBJECT TO COST RECOVERY RULES OF THE COMMISSION MORE SPECIFICALLY

RULE 385E REQUIRES UTILITY TO OPEN CAUSE FOR COST RECOVERY IF THE UTILITY WISHES PRE



APPROVAL WHEN THE COMPETITIVE BIDDING REP PROCESS IN THE 0CC RULES HAS NOT BEEN

UTILIZED OGE WITNESS LANGSTON EXPLAINS WHY OGE DID NOT CONDUCT AN REP PROCESS

BEFORE SEEKING PREAPPROVAL OGE SHOWS THE COMMISSION THAT THE RECOVERY OF

CONSTRUCTION COSTS FOR RED ROCK THROUGH THE RATE RIDER PROPOSED BY THE COMPANY WILL

AVOID RATE SHOCK TO OGE CUSTOMERS RESULT IN COMPARABLE COSTS TO CUSTOMERS AND

PERMIT OGE TO MAINTAIN MORE COMPETITIVE POSITION AS IT SEEKS CAPITAL FUNDING FOR RED

ROCK AND OTHER NECESSARY INFRASTRUCTURE IMPROVEMENTS IDENTIFIED BY MR HATFIELD IN HIS

PREFILED DIRECT TESTIMONY

HE COMMISSION IS REQUIRED BY OKLAHOMA LAW TO ISSUE AN ORDER ON AN APPLICATION

FILED PURSUANT TO 17 OSA 286C1 WITHIN TWO HUNDRED FORTY 240 DAYS OF THE FILING OF

THE APPLICATION HOWEVER OGEREQUESTS THAT THIS COMMISSION ISSUE AN ORDER PROVIDING

THE RELIEF REQUESTED HEREIN ON OR BEFORE JULY 20 2007 OGE MAKES THIS REQUEST BECAUSE

TIME IS OF THE ESSENCE WITH RESPECT TO THIS PROJECT BECAUSE OF THE JOINT OWNERS NEED TO

OBTAIN PRICING COMMITMENTS CONSISTENT WITH THE ESTIMATED COSTS TO CONSTRUCT RED ROCK AS

EXPLAINED IN PARAGRAPH IIE OF THIS APPLICATION THE COMPANY FURTHER SHOWS THAT IF THIS

DATE FOR EXECUTION OF THE EPC CONTRACT IS NOT MET THE TOTAL COST FOR THE RED ROCK PROJECT

WILL ALMOST CERTAINLY INCREASE

ILL LEGAL AUTHORITY

THE COMMISSION HAS JURISDICTION IN THESE PROCEEDINGS BY VIRTUE OF ARTICLE IX SECTIONS

18 AND FOLLOWING OF THE CONSTITUTION OF THE STATE OF OKLAHOMA 17 OS 286 THE RULES OF

PRACTICE QAC 1655 AND THE COMMISSIONS ELECTRIC RULES INCLUDING THE COMMISSIONS RULES

IMPLEMENTING 17 OS 286 AND COMPETITIVE PROCUREMENTOAC 16535341 ET SEQ



IV RELIEF REQUESTED

WHEREFOREPREMISES CONSIDERED OGEREQUESTS THAT THE COMMISSION ISSUE AN ORDER BY

JULY 20 2007

DETERMINING OGE HAS NEED TO ADD ADDITIONAL BASE LOAD GENERATION CAPABILITY TO ITS

SYSTEM IN ORDER TO PROVIDE SAFE RELIABLE AND DEPENDABLE SERVICE TO ITS CUSTOMERS

DETERMINING OGES OWNERSHIP OF PORTION OF THE RED ROCK UNIT IS APPROPRIATE TO

ADDRESS THE COMPANYS NEED FOR ADDITIONAL GENERATION

DETERMINING THAT NOT TO EXCEED COST TO OGE FOR THE CONSTRUCTION OF RED ROCK AND

RELATED TRANSMISSION FACILITIES OF 789 MILLION IS PRUDENT AND RECOGNIZING OGES RIGHT

TO SEEK RECOVERY IN FUTURE PROCEEDING OF ANY ADDITIONAL COSTS INCURRED TO COMPLETE THE

RED ROCK UNIT

AUTHORIZING OGE TO IMPLEMENT ITS PROPOSED TARIFF EFFECTIVE WITH THE COMPANYS AUGUST
2007 BILLING CYCLE AND

GRANTING SUCH OTHER AND FURTHER RELIEF AS THE COMMISSION MAY DETERMINE TO BE FAIR JUST

AND EQUITABLE IN THE PREMISES

RESPECTFULLY SUBMITTED

OKLAHOMA GAS AND EL CTRIC COMPANY

BYW
WILLIAM BULLARD BA NO 1302

PATRICK SHORE OBA NO 8205

KIMBER SHOOP OBA NO 19571

BOX 321

OKLAHOMACITY OKLAHOMA 73101

405 5533658 PHONE
405 5533198 FACSIMILE

AND



ROBERT STEWART JR OBA NO 8628

DUSTIN FREDRICK OBA NO 19095

RAINEY ROSS RICE BINNS PLLC
735 FIRST NATIONAL CENTER WEST

120 ROBINSON

OKLAHOMA CITY OKLAHOMA 73102

4052351356 PHONE
4052352340 FACSIMILE
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