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QUALIFICATIONS EXPERIENCE AND PURPOSE

WOULD YOU PLEASE STATE YOUR NAME AND BUSINESS ADDRESS

MY NAME IS ROGER WALKINGSTICK MY BUSINESS ADDRESS IS 321 NORTH HARVEY OKLAHOMA

CITY OKLAHOMA 73102

ON WHOSEBEHALF ARE YOU SUBMITTING THIS DIRECT TESTIMONY

AM SUBMITTING THIS DIRECT TESTIMONY ON BEHALF OF OKLAHOMA GAS AND ELECTRIC COMPANY

OGE OR THE COMPANY

WOULDYOU PLEASE SUMMARIZE YOUR EDUCATION AND PROFESSIONAL BACKGROUND

10 HAVE BACHELORS DEGREE IN ELECTRICAL ENGINEERING FROM THE UNIVERSITY OF OKLAHOMA

11 ALSO HAVE MASTERS OF BUSINESS ADMINISTRATION FROM OKLAHOMA CITY UNIVERSITY AM

12 LICENSED PROFESSIONAL ENGINEER IN THE STATE OF OKLAHOMA HAVE BEEN EMPLOYED AT OGE

13 FOR OVER 24 YEARS OF WHICH OVER 19 YEARS HAVE BEEN INVOLVED WITH LOAD RESEARCH RATES

14 COSTING RATE ADMINISTRATION REGULATORY ISSUES AND PRICING FUNCTIONS FOR THE COMPANY

15

16 HAVE YOU PREVIOUSLY FILED TESTIMONY BEFORE THE OKLAHOMA CORPORATION COMMISSION

17 THE COMMISSION OR 0CC AND HAVE YOUR CREDENTIALS BEEN ACCEPTED BY THIS

18 COMMISSION

19 YES HAVE PREVIOUSLY FILED TESTIMONY AND TESTIFIED BEFORE THIS COMMISSION AND MY

20 CREDENTIALS HAVE BEEN ACCEPTED



WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING

THE PURPOSE OF MY TESTIMONY IS TWOFOLD PROVIDE SUPPORTIVE TESTIMONY FOR THE CREATION

OF THE RED ROCK CONSTRUCTION RIDER RRCR ATTACHED TO MY TESTIMONY AS EXHIBIT RDW

AND PRESENT THE RESULTING IMPACTS INCREASES IN CUSTOMER BILLS AS REFLECTED IN EXHIBIT

RDW2 FOR VARIOUS FINANCING REVENUE COLLECTION SCENARIOS

PLEASE PROVIDE GENERAL EXPLANATION OF HOWTHE PROPOSED RRCR WILL FUNCTION

THE RRCR WILL FUNCTION IN VERY SIMILAR FASHION TO OGES SECURITY RIDER THE

SECURITY RIDER AND ITS ASSOCIATED QUARTERLY REPORTS TRACK CAPITAL AND OMCOSTS OF THE

10 COMMISSIONAUTHORIZED SECURITY PROJECTS THE RRCR AND ITS ASSOCIATED QUARTERLY REPORTS

11 TRACK THE FINANCING COSTS ASSOCIATED WITH THE CONSTRUCTION WORK IN PROGRESS CWIP FOR

12 THE RED ROCK FACILITY AFTER SECURITY COSTS ARE IDENTIFIED REVENUE REQUIREMENTS ARE

13 CALCULATED FOR EACH MONTH THE RRCR PERFORMS THE SAME CALCULATION FOR FINANCING COSTS

14 IN BOTH RIDERS THE REVENUE REQUIREMENTS ARE ACCUMULATED BY MONTH TO DETERMINE THE

15 CURRENT CALENDARYEAR QUARTERLY REPORT AND THEN ADDED TO PREVIOUS QUARTERS REVENUE

16 REQUIREMENTS

17

18 WHAT FINANCING COSTS ARE RECOVERED IN THE RRCR

19 THE FINANCING COSTS RECOVERED IN THE RRCR INCLUDE INTEREST ON DEBT SHAREOWNER RETURN

20 AND RELATED INCOME TAXES

21



PLEASE DISCUSS HOW THE RRCR FINANCING COSTS WILL BE ALLOCATED TO THE OKLAHOMA

RETAIL CUSTOMERS

THE FINANCING COSTS ASSOCIATED WITH RED ROCK WILL BE ALLOCATED TO THE OKLAHOMA RETAIL

CUSTOMERS USING THE PRODUCTION CAPACITY ALLOCATOR CAPISY APPROVED IN THE COMPANYS

LAST CASE CAUSE NO PUD200500151 THE RRCR REVENUE REQUIREMENT WILL BE

ESTABLISHED FOR EACH OF THE FOUR MAJOR CLASSES OF SERVICE AND AN OTHER CATEGORY WILL BE

ESTABLISHED FOR THE REVENUE REQUIREMENT FOR ALL THE REMAINING OKLAHOMARETAIL CLASSES

PLEASE DESCRIBE THE CALCULATION AND IMPLEMENTATION OF THE RRCR

10 FIRST THE RRCR FACTORS ARE DETERMINED AND THEN FACTOR IS APPLIED TO THE APPROPRIATE

11 CLASS KWHS THESE FACTORS ARE DETERMINED USING THE FIVE CLASS FORMULAS FOUND ON PAGE

12 ONE OF THE RRCR TARIFF AS AN EXAMPLE PLEASE REFER TO THE FIRST FORMULA OF THAT TARIFF

13 WHICH CALCULATES THE LPL CLASS RRCR FACTOR AND READS AS FOLLOWS

14

AB
15 RRCRIPI LPLPER KWH

BASE LPL KWHS

16

17 BASED ON OGES ESTIMATE OF THE 2008 RRCR REVENUE REQUIREMENT THE FACTOR FOR THE

18 LPL CLASS WOULD BE DETERMINED AS FOLLOWS THE 2008 REVENUE REQUIREMENT FOR THE LPL

19 CLASS DESIGNATED AS IS PROJECTED TO BE 3405600 FOR THIS EXAMPLE THERE IS NO TRUE

20 UP SO IS EQUAL TO IN THE FORMULA THE PROJECTED BASE LPL KWHS FOR 2008 ARE

21 5449852259 DIVIDING THE TOTAL OF BY 2008 BASE LPL KWHSWOULD RESULT IN



SIX DECIMAL PLACE FACTOR OF 000625 WHICH WOULD BE APPLIED TO ALL LPL KWHS DURING

THE CALENDAR YEAR 2008 THE FACTORS FOR THE REMAINING CLASSES ARE CALCULATED SIMILARLY

WILL THE RRCR BE ADJUSTED QUARTERLY

THE RRCR WILL BE MONITORED ON MONTHLY BASIS AND REPORTED QUARTERLY BUT THE ACTUAL

RRCR WILL BE ADJUSTED QUARTERLY ONLY IF THE COMPANY AND STAFF DETERMINE THAT THE

REVENUE REQUIREMENT IS SUBSTANTIALLY OVER OR UNDER RECOVERED AND MODIFICATION TO THE

FACTORS IS JUSTIFIED

10 WHAT MAY CAUSE MODIFICATION TO THE FACTORS

11 QUARTERLY RRCR FACTOR ADJUSTMENT MAY BE NEEDED BECAUSE OF WEATHER VARIATIONS FROM

12 NORMAL WITHIN YEAR UNFORESEEN CLASS CHANGES IN USAGE OR ACTUAL CONSTRUCTION

13 EXPENDITURES THAT ARE DIFFERENT THAN WHAT WAS FORECASTED

14

15 WHENDOES THE COMPANY EXPECT TO CALCULATE NEWRRCR FACTORS

16 FOR THE FIRST YEAR THE COMPANY EXPECTS THE RRCR WILL BEGIN WITH THE FIRST BILLING CYCLE

17 OF AUGUST 2007 THE RRCR FACTORS WILL BE CHANGED IN JANUARY OF EACH YEAR AND APPLIED

18 TO THE FIRST BILLING CYCLE OF THE MONTH THE FACTORS WILL APPLY FOR THE CALENDAR YEAR UNLESS

19 AS HAVE ALREADY DESCRIBED QUARTERLY MODIFICATION IS REQUIRED

20

21



WHY IS TRUEUP RECOGNIZED IN THE FORMULA

AN ANNUAL TRUEUP IS MORE EXACT THAN QUARTERLY ADJUSTMENT EVEN THOUGH QUARTERLY

ADJUSTMENT CAN ATTEMPT TO MATCH THE RRCR REVENUE RECOVERY WITH THE ACTUAL REVENUE

REQUIREMENT THERE WILL ALWAYS BE SOME LEVEL OF OVER OR UNDER RECOVERY FOR AN ANNUAL

PERIOD THEREFORE AN ANNUAL TRUEUP IS REQUIRED TO INSURE THAT CUSTOMERS ONLY PAY THE

ACTUAL FINANCING COSTS FOR ANY TWELVE MONTH PERIOD

HAS OGEDETERMINED THE ESTIMATED CUSTOMER IMPACT OF THE RRCR

YES HAVE DETERMINED AN ESTIMATED IMPACT UNDER THE RRCR HAVE ALSO ESTIMATED THE

10 IMPACT ON CUSTOMERS OF THE TWO OTHER RECOVERY ALTERNATIVES DISCUSSED IN THE TESTIMONY OF

11 OGE WITNESSES EXHIBIT RDW2 COMPARES THESE THREE APPROACHES PLEASE REFER TO

12 EXHIBIT RDW2 FOR THE IMPACT TO CUSTOMERS OF DIFFERENT RATE CLASSES UNDER EACH OF THE

13 THREE RECOVERY ALTERNATIVES EACH CLASS CUSTOMER REPRESENTS CLOSE APPROXIMATION TO AN

14 AVERAGE CUSTOMER FROM THAT CLASS OF SERVICE

15

16 PLEASE DISCUSS THE THREE REVENUE COLLECTION ALTERNATIVES

17 HAVE PROVIDED IN EXHIBIT RDW2 THE CUSTOMER IMPACTS UNDER EACH OF THREE RECOVERY

18 ALTERNATIVES THE RRCR CWIP RATE CASE IN 2010 AND PLANT IN SERVICE RATE CASE IN

19 2012 THE RRCR COLUMN IN RDW REPRESENTS THE COLLECTION MECHANISM THAT OGE

20 WITNESSES ARE SUPPORTING THE CWIP RATE CASE COLUMN ASSUMES RATE INCREASE IN 2010

21 AND 2012 THE PLANT IN SERVICE RATE CASE COLUMN DEPICTS ONETIME RATE INCREASE IN 2012

22 SUBSE4UENT TO RED ROCK BECOMING COMMERCIAL THE MONTHLY RATE INCREASES ASSOCIATED



WITH EACH ALTERNATIVE ARE REFLECTED IN BOTH DOLLARS AND PERCENTAGES OGE WITNESS

HOWARDMOTLEY WILL DISCUSS THESE INCREASES AS WELL AS THE FUEL SAVINGS TO CUSTOMERS FROM

RED ROCK

DOES THIS CONCLUDE YOUR TESTIMONY

YES IT DOES



OKLAHOMA GAS AND ELECTRIC COMPANY SHEET NO EXHIBIT ROWI

PO BOX 321 DATE ISSUED PAGE OF

OKLAHOMA CITY OK 73101

STANDARD PRICING SCHEDULE RRCR STATE OF OKLAHOMA
RED ROCK CONSTRUCTION RIDER

EFFECTIVE IN ALL TERRITORY SERVED

APPLICABILITY THE PURPOSE OF THIS RIDER IS TO CHARGE THE OKLAHOMA RETAIL

JURISDICTIONAL CUSTOMERS FOR OKLAHOMAS PORTION OF THE FINANCING COSTS RELATED TO THE RED
ROCK GENERATING FACILITY CONSTRUCTION EXPENDITURES THE FINANCING COSTS ARE BASED ON

OKLAHOMA GAS ELECTRIC COMPANYS FORTYTWOPERCENT OWNERSHIP IN THE FACILITY THIS RIDER

IS APPLICABLE TO ALL OKLAHOMA RETAIL RATE CLASSES EXCEPT FOR EXEMPTED SPECIAL CONTRACTS THE

FOLLOWING RED ROCK CONSTRUCTION RIDER RRCR FORMULAS CALCULATE THE FACTORS TO BE

CHARGED PER KILOWATTHOUR KWHFOR EACH RESPECTIVE CLASS OR OTHER CATEGORY

AB
RRCRIPI LPLPERKWH

BASE LPL KWHS

CD
RRCRE RESPERKWH

BASE RES KWHS

RRCR PLPERKWH
BASE FL KWHS

GH
RRCJ GSPERKWH

BASE GS KWHS

RRCROTHER OTHER PER KWH
BASE OTHER KWHS

EFFECTIVE

RATES AUTHORIZEDBY
ORDER NO CAUSEDOCKET NO DATE OF ORDER



OKLAHOMA GAS AND ELECTRIC COMPANY SHEET NO EXHIBIT RDW1

PO BOX 321 DATE ISSUED PAGE OF

OKLAHOMA CITY OK 73101

STANDARD PRICING SCHEDULE RRCR STATE OF OKLAHOMA
RED ROCK CONSTRUCTION RIDER

WHERE

LPL RRGRREVENUE REQUIREMENT ANNUAL LPL OVERUNDER REVENUE

RECOVERY REVIEW

RES RRCR REVENUE REQUIREMENT ANNUAL RES OVERUNDER REVENUE

RECOVERY REVIEW

PL RRREVENUE REQUIREMENT ANNUAL PL OVERUNDER REVENUE

RECOVERYREVIEW

GS RRCRREVENUE REQUIREMENT ANNUAL GS OVERUNDERREVENUE

RECOVERYREVIEW

OTHER RRCR REVENUE REQUIREMENT ANNUAL OTHER OVERUNDER REVENUE

RECOVERY REVIEW

RED ROCK REVENUE REUIUIREMENT IS BASED ON THE PLANNED AVERAGE CONSTRUCTION

EXPENDITURES FOR THE CALENDAR YEAR OR PARTIAL CALENDAR YEAR WHENTHE RRCR FACTORS ARE

IMPLEMENTED THE REVENUE REQUIREMENT IS THE FINANCING COSTS OF THE CONSTRUCTION

EXPENDITURES DEFINED AS INTEREST ON DEBT SHAREOWNER RETURN AND RELATED INCOME TAXES

BASE CLASS AND OTHER KWHS BELOW ARE FOR AUGUST THROUGH DECEMBER 2007 TIME

PERIOD SUBSEQUENT ANNUAL BASE CLASS AND OTHER KWHSWILL BE MODIFIED BY AGREEMENT

WITH THE 0CC STAFF

AUGDEC 2007

RESIDENTIAL KWHS 3429357357
GENERAL SERVICE KWHS 662343131
POWER LIGHT KWHS 2672240731

LARGE POWER LIGHT KWHS 2318964338
OTHER APPLICABLE KWHS 402349645

EFFECTIVE

RATES AUTHORIZEDBY
ORDER NO CAUSEDOCKET NO DATE OF ORDER



EXHIBIT RDW1
OKLAHOMA GAS AND ELECTRIC COMPANY SHEET NO

PAGE OF

PO BOX 321 DATE ISSUED

OKLAHOMA CITY OK 73101

STANDARD PRICING SCHEDULE RRCR STATE OF OKLAHOMA
RED ROCK CONSTRUCTION RIDER

QUARTERLY REPORT WITHIN 60 DAYS OF THE FIRST QUARTER JANUARY THROUGH MARCH

AND EACH REMAINING QUARTER FOR THE YEAR OGE WILL FILE QUARTERLY REPORT WITH THE 0CC
THAT COMPARES THE ACTUAL REVENUES COLLECTED THROUGH THE RRCR WITH THE MONTHLY REVENUE

REQUIREMENT CALCULATION THAT RECOVERS THE DEFINED FINANCING COSTS IN THIS TARIFF

INTERIM ADJUSTMENTS THE RRCR FACTORS MAY BE ADJUSTED QUARTERLY FOR GOOD

CAUSE HOWEVER THE COMPANY IS REQUIRED EACH YEAR TO ANALYZE DURING THE THIRD QUARTER

WHETHER AN INTERIM ADJUSTMENT IS NEEDED TO ALIGN THE YEAREND RECOVERY WITH THE ACTUAL

REVENUE REQUIREMENT THE PURPOSE OF THE INTERIM ADJUSTMENT IS TO MINIMIZE ANY OVER OR

UNDER COLLECTION AT THE END OF THE YEAR

ANNUAL TRUEUP THE 0CC STAFF SHALL PERFORM AN AUDIT AND REVIEW OF EACH CALENDAR

YEAR SUBSEQUENT TO THE CLOSING OF THE COMPANYS BOOKS AND RECORDS ANY OVER OR UNDER

RECOVERY WILL BE CONSIDERED AT THE NEXT RRCR UPDATE THE ANNUAL TRUEUP SHALL INCLUDE ANY

DOLLAR DIFFERENCE FROM PREVIOUS PERIODS BUT SHALL NOT BE GREATER THAN OR LESS THAN THE ACTUAL

DIFFERENCES BETWEEN THE REVENUES RECOVERED THROUGH THE RRCR AND THE ANNUAL REVENUE

REQUIREMENT

TERM THE RIDER WILL BE EFFECTIVE BEGINNING THE FIRST BILLING CYCLE OF AUGUST 2007 AND

WILL SIMULTANEOUSLY TERMINATE WHENNEW RATES ARE IMPLEMENTED THROUGH GENERAL RATE

REVIEW THAT INCLUDE THE COST OF THE RED ROCK GENERATING FACILITY

EFFECTIVE

RATES AUTHORIZEDBY
ORDER NO CAUSEDOCKET NO DATE OF ORDER
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