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- L.OINAL
-
UNITED STATES OF AMERICA
BEFORE THE
- FEDERAL ENERGY REGULATORY COMMISSION
- )
Oklahoma Gas and Electric Company ) Docket No. EC08- -000
Redbud Energy LP )}
- )
- JOINT APPLICATION FOR AUTHORIZATION
UNDER SECTION 203 OF THE FEDERAL POWER ACT OF
DISPOSITION OF JURISDICTIONAL FACILITIES
Pursuant to Section 203 of the Federal Power Act' (“FPA™) and Part 33 of the Federal
- Energy Regulatory Commission's (“*FERC” or the “Commission”) regulations,’ Oklahoma Gas
and Electric Company (*OG&E"™) and Redbud Energy LP (“Redbud Energy™) (collectively,
-
“Applicants™) respectfully request Commission authorization for a transaction in which
- subsidiaries of Kelson Holdings, LLC (“Kelson Holdings”) will sell to OG&E 100 percent of the
- partnership interests of Redbud Energy, which owns a 1,195 MW (summer rating) gas-fired,
combined-cycle power generation facility located in Luther, Oklahoma, and related jurisdictional
“ assets (the “Facility” or the “Redbud Facility”), and OG&E will immediately thereafier dissolve
- Redbud Energy and sell undivided interests in the Facility to Grand River Dam Authority
(*GRDA™) and Oklahoma Municipal Power Authority (“OMPA™) (the “Transaction”). Upon
e
completion of the Transaction. OG&E, GRDA, and OMPA will own undivided interests in the
- Facility of 51 percent, 13 percent, and 36 percent, respectively.
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The Transaction satisfies fully the standards set forth in the Commission’s Merger Policy

Statement’ and Order No. 642* and should be approved. The Transaction will have no adverse

+ effect on competition in any relevant market, no adverse effect on wholesale power or

transmisston rates, and no adverse effect on federal or state regulation. Moreover, as required by
the Energy Policy Act of 2005° (“EPAct of 2005”) and Order No. 669,° Applicants affirm that
the Transaction will not result in cross-subsidization of a non-utility associate company or a
pledge or encumbrance of utility assets for the benefit of an associate company. Applicants
respectfully request that the Commission grant the authorizations requested herein without

condition, modification, or trial-type hearing.

3

Inquiry Cuncerning the Commission's Merger Policy Under the Federal Power Act: Policy Statement,
Order No. 592, FERC Stats. & Regs. 131,044 (1996), on reconsideration, Order No. 592-A, 79 FERC 161,321
{1997) (“Merger Policy Statement™).

‘ Revised Filing Requirement Under Part 33 of the Commission's Regulations, Order No. 642, 93 FERC {
31,111 (2000) (“Order No. 6427), reh’g denied, Order No. 642-A, 94 FERC 4 61,289 (2001) (“Order No. 642-A™).

i Pub. L. No. 109-58 § 1253, 119 Stat. 594 (2005).

e Transuctions Subject 1o FPA Section 203, Order No. 669, FERC Stats. & Regs. 131,200 (2005) (“Order No.

6697). on reh g, Order No. 669-A, FERC Stats. & Regs. §31.214 (2006) ("Order No. 669-A"), on reh g and
clorification. Order No. 669-B, FERC Stats. & Regs. 131,225 (2006). (*Order No. 669-B™).
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L
- L INTRODUCTION.
The acquisitibn of the Redbud Facility by OG&E, GRDA’, and OMPA?® meets an
-
immediate need for capacity to serve each of the joint purchasers’ existing load, and provides a
- long-term solution to the increasing capacity shortfalls facing each of them in the future. If the
Transaction is not approved, OG&E, GRDA, and OMPA will still be required to obtain
-
additional capacity in order to meet their respective load and reliability obligations. Each of the
* other options available to them, however, which include purchase power agreements or the siting
- and construction of new generation resources, are likely to come with higher costs and greater
risks than the Transaction, and such additional costs would ultimately be bore by OG&E’s
“ GRDA’s and OMPA’s customers. Moreover, the Facility's location and configuration offers
- important benefits to the joint purchasers (and their customers) that would be difficult to
replicate if the Transaction is not approved.
-
The need for new capacity is evident from a recent, albeit unsuccessful, proposal to
- construct a new coal-fired generation facility in Oklahoma. In 2006, OG&E and OMPA
(together with another load-serving entity, Public Service Company of Oklahoma) proposed to
L]
construct and operate a 950 MW high-efficiency, coal-fired generating facility to be located in
-
? GRDA is an agency of the state of Oklahoma, created by the Oklahoma Legislature in 1935tobe a
“conservation and reclamation district for the waters of the Grand River.” GRDA operates three hydroelectric
- facilities along the Grand River system and certain coal-fired generation facilities which total 1,480 MW. GRDA
transmits and delivers this wholesale electricity across its 24-county service area in Northeast Oklahoma serving
municipalities, electric cooperatives, and industrial end-users.
- : OMPA is an agency of the State of Oklahoma, created pursuant to the Oklahoma Municipal Power

Authority Act of 1981. OMPA is autharized by statute to jointly plan, finance, own and operate electric power
supply facilities. It acts as a wholesale power supplier to 35 municipalities in Oklahoma and is a supplier of contract
capacity and supplemental energy 1o four cities in Kansas. The coincident peak demand of a)} of OMPA’s

- participants exceeds of 600 MW. OMPA meets its power-supply obligations, in part, with approximately 346 MW
of OMPA generation, including undivided ownership interests in Oklaunion No. 1 (Coal, 80 MW); Dolet Hilis No. 1
(Lignite, 25 MW): Pirkey No. 1 (Lignite, 16 MW); and McClain (Combined Cycle Natural Gas, 110 MW). OMPA
meets the remainder of its power needs through purchases from utilities and through contractual entitiements 10 the
output of approximately 75 MW of penerating capacity operated by five OMPA members.
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Red Rock, Oklahoma (the “Red Rock™ facility) 10 meet the need for additional generating
capacity for the project sponsors, While OG&E was unable to obtain necessary regulatory pre-
approvals in Oklahoma and cancelled the project, the need for additional capacity remains.
Indeed, while the Oklahoma Corporation Commission (“OCC”) declined to grant pre-approval
for recovery of the costs of the proposed Red Rock facility, it specifically recognized OG&E’s
need to obtain additional capacity,

In the Fall of 2007, Kelson Holdings, the indirect owner of the Redbud Facility,
announced its intention to sell the Facility as part of a broader effort to market a portion of its
generation portfolio. OG&E expressed an interest in acquiring the Redbud Facility on a stand-
alone basis, and Kelson Holdings agreed to discuss the sale of the Facility separately from the
rest of the generation assets. Subsequently, GRDA and OMPA joined with OG&E to consider
the joint acquisition of the Facility by the three parties. On January 21, 2008, the parties
executed definitive agreements pursuant to which OG&E, GRDA, and OMPA, respectively,
would acquire 51 percent, 36 percent, and 13 percent interests in the Redbud Facility.

As detailed below and in the accompanying Prepared Direct Testimony and Exhibits of
Mr. Jesse B. Langston (“Langston Testimony”), the Transaction offers significant benefits to
OG&E, GRDA, OMPA and their customers. Specifically:

s The Transaction remedies OG&E’s, GRDA’s and OMPA’s need for new capacity;

e The acquisition of the Redbud Facility will enhance reliability. The plant is a

relatively new, highly reliable facility comprised of four units in a “4x1x1x1”
configuration, a design that enhances both operational flexibility and reliability. The
plant’s location near major load centers also promotes reliability by limiting risks
associated with potential line outages;

¢ The purchase of the Facility by OG&E, GRDA, and OPMA allows these parties to

acquire a capacity needed to reliably serve its native load at reasonable cost. The cost

of the Redbud Facility is less than the cost of new construction for a similar
generation resource and the acquisition of an existing facility also shields the joint

WAL-286 75688 4
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-
- purchasers from the risks associated with the often unpredictable costs, delays, and
uncertainties associated with new generation resource construction projects;
- e The acquisition of the Facility will lower operating costs by allowing dispatch of the
Facility ahead of less efficient units and will protect OG&E, GRDA, and OMPA from
- risks of future increases in purchase power costs; and
¢ The acquisition of the Facility will complement new investment in wind resources.
-
1f OG&E, GRDA, and OMPA had not responded to the opportunity presented by Kelson
-
Holdings’ decision to sell the Redbud Facility, it is not clear when — if ever — a similar resource
- would have become available. If this Application is not approved, the joint purchasers will be
forced to rely on potentially volatile wholesale markets or other, more costly, options to remedy
L
their current and projected capacity deficits.
- The Transaction satisfies fully the Commission’s public interest standards. The
authorizations requested by Applicants are virtually identical to those granted by the
-
' Commission in the Nevada Power? Westar,'® Duke,"' Entergy Arkansas,'? and Entergy Gulf
- States" cases, in which the Commission approved the acquisition by a traditional utility of a
generator located within the utility’s service territory. As in those proceedings, the sale of the
-
Facility to OG&E. GRDA, and OMPA will have no adverse competitive effects because it has
- only incidental effects on market concentration (as determined by the application of the
Appendix A competitive screen analysis) and because Applicants have neither the incentive nor
-
the ability to exercise any incremental market power that may result from the Transaction.
- 9 Nevada Power Company, 113 FERC Y 61,265 (2005).
10 Westar Energy Inc., 115 FERC 9 61,228 (2006), reh’g, 117 FERC 961,01) (2006), reh’g, 118 FERC
- 161,237 (2007).
" Duke Power Company, LLC. |17 FERC 4 62,094 (2006).
. Quachita Power, LLC.. 122 FERC 162,071 (2008).
-« ' Entergy Guif States. Inc., 121 FERC § 61,182 (2007).

WAI-2867568vR 5
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Several factors combine to show that the Transaction poses no risk of competitive harm.

As detailed below and in the accompanying affidavit prepared by Julie R. Solomon of CRA

. International, Inc. (“Solomon Affidavit™), any assertion that the Transaction will enhance any

party’s market power is without basis and any potential for the exercise of market power is fully

mitigated by present market features:

OG&E, GRDA, and OMPA are each capacity short and will use their respective shares of
the Facility’s capacity to meet their current and forecasted load and reliability obligations;

All of the wholesale customers located within OG&E’s balancing authority area (with
one exception) are already being served via long-term, full-requirements contracts and,
therefore, are not participants in wholesale markets. The one exception is OMPA, which
intends to rely on its acquisition of a share of the Redbud Facility to meet its load without
being forced to rely on contracts with third-party suppliers;

OG&E does not have authority to sell at market-based rates within the OG&E balancing
authority area. Within this market, OG&E is authorized to sell short-term energy (one
week or less) only at cost-based rates and is not authorized to make any wholesale sales
with a duration of more than one week and less than one year. Wholesale sales for a term
of more than one year require prior Commission review and approval,

The Redbud Facility represents only a small portion of the generating capacity located in
the footprint of the SPP Energy Imbalance Services (“*EIS”) market, which is available to
meet customers’ real-time energy needs;

OG&E is required 1o credit 80 percent to 100 percent of the profits of off-system sales
and musl, therefore, forego virtually all of the benefit of such sales; and

Activities within the SPP market are subject to review by an independent market monitor.

These factors demonstrate conclusively that OG&E has neither the incentive nor the ability to

exercise any market power that may be alleged to result from the Transaction. Further, as

detailed below. the Transaction will have no adverse effects on rates or regulation and presents

no cross-subsidization concerns. Accordingly, Applicants respectfully request that the

Commission grant the requested authorizations promptly and without further condition,

modification. or trial-type hearing.

WAL2R6TS6R K 6
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-
- 1L DESCRIPTION OF THE APPLICANTS.
A, Oklahoma Gas and Electric Company.
-
OG&E, an Oklahoma corporation, is an electric utility operating company and a wholly-
- owned subsidiary of .QGE Energy Corp. (“OGE Energy”). The company serves more than
- 762,000 retail customers in Oklahoma and western Arkansas, and sells electric power at
wholesale to other electric utility companies, municipalities, rural electric cooperatives and other
- market participants. OG&E is a member of the Southwest Power Pool, Inc. (“SPP”) and owns
- the transmission facilities within its service territory, which are functionally controlled by SPP.
Requests for new transmission service on OG&E’s transmission facilities are submitted to SPP
- in accordance with its Open Access Transmission Tariff (“OATT™).
- On March 21, 2006, the Commission conditionally granted OG&E cost-based rate
authority based on a mitigation plan that (a) provides for cost-based pricing for short-term sales
“ (one week or less) made within OG&E’s balancing authority area, (b) prohibits OG&E from
- making sales of between one week and one year in duration for loads that sink in OG&E’s
balancing authority area, and (c) requires new agreements for long-term sales to be submitted to
® the Commission for prior review and approval.'* OG&E has blanket market-based rate authority
- for sales in directly interconnected first-tier balancing authority areas.'® On July 25, 2006,
OG&E submitted revisions to its market-based rate tariff 10 be able to sell energy imbalance
“ service into the SPP EIS market at market-based rates.'®
-
- H Oklahoma Gas and Electric Company. 114 FERC 4 61,297 (2006).
' 1d
e See Oklahoma Gas and Eleciric Company, Docket Nos. ER98-511-008 and ER97-4345-020 (July 25,
- 2006). The Commission has not yet acted on this filing.

W AL2R6756BVE 7
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-
- OG&E has iwo principal affiliates relevant to this Application. First, Enogex Inc.
(“Enogex”), a wholly-owned subsidiary of OGE Energy, is engaged in the gathering, processing,
L
, + transportation, storage, and marketing of natural gas and natural gas liquids. Enogex owns and
- operates approximately 8,200 miles of intrastate gathering and transportation pipelines located in
- f Oklahoma. Enogex is subject to regulation by the Commission pursuant to Section 311 of the.
Natural Gas Policy Act."”
- Second, OGE Energy Resources, Inc. (“OERI™), a wholly-owned subsidiary of OGE
- Energy, markets energy products, including natural gas and electric power, and provides energy-
related services. OERI does not own or control any generating resources. Like OG&E, OERI is
“ authorized to make wholesale power sales at market-based rates in first-tier markets and is
- subject to the same terms as OG&E with regard 10 wholesale sales within OG&E’s balancing
authority area.'®
“ B.  Redbud Energy LP.
- Redbud Energy is a Delaware limited partnership created for the sole purpose of owning
the Facility. It is an Exempt Wholesale Generator (“EWG”) and has been authorized to make
@ wholesale sales at market-based rates.'” Redbud Energy owns only those limited transmission
- facilities necessary to interconnect the Facility to the OG&E transmission grid.
All of the partnership interests in Redbud Energy are owned by Redbud Energy I, LLC,
“ Redbud Energy 11, LLC, and Retibud Energy III, LLC, each a Delaware limited liability
- " 15 U.S.C. § 3371 (2000).
" Oklahoma Gas and Electric Company, 114 FERC § 61,297 (2006).
- e See Redbud Energy LP, 107 FERC 161,101 (2004) (granting EWG status); Redbud Energy LP, Docket

Nos. ER01-1011-000, et al., (Mar. 29, 2001) {(unpublished letter order) (authorizing market-based rates); Redbud
Energy LP. 111 FERC § 61,397 (2005) (accepting triennial market analysis filing), Cottonwoad Energy Co. LP,

- Docket Nos. ER01-642-007, 1 ol. (May 3. 2007) (unpublished letter order) (accepting triennial market analysis
filing).

WAIL-286756KvK 8
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-

- company and an indirect, wholly-owned subsidiary of Kelson Holdings.”® Harbinger Capital

- Partners Master Fund I, Ltd. (“Harbinger Capital”) owns a two-thirds interest in Kelson Holdings;
the remaining one-third interest is owned by Harbinger Capital Partners Special Situations Fund,

- LP (“Special Siluatiqps Fund,” and together with Harbinger Capital, “Harbinger”).?' Harbinger

- Capital and Special Situations Fund are separate investment funds that invest primarily in
distressed/high yield debt securities, special situation equities, and private loans and notes,

“ including equity and debf securities of entities owning generation assets. The Commission has

- granted Redbud Energy and thé other public utility subsidiaries of Kelson Holdings blanket
authorization under FPA Section 203 for the transfer of up to 45 percent of Kelson Holdings’

© voling securities pursuant to a private placement.”? As of the date of this filing, no such transfer

- has occurred.
1II. DESCRIPTION OF THE TRANSACTION.

- A, The Redbud Facility.

- The Redbud Facility is a 1,195 MW (summer rating) combined-cycle electric generating
facility located in Luther, Oklahoma. The plant consists of four units, each consisting of a GE

® 7FA combustion turbine, a Foster Wheeler heat recovery steam generator, and an Alstom steam

- )

In addition 10 its ownership interests in the Facility, Kelson Holdings also is the indirect owner and
operator of (a) Cottonwood Energy Company, L.P., which owns and operates a 1,230 MW natura] gas-fired,
combined-cycle electric generating facility located in the town of Deweyville in Newton County, Texas, that is

- interconnected with the Entergy transmission system; (b) Dogwood Energy, LLC, which owns and operates a 620

MW natural gas-fired, combined—cycle electric generating facility located in Pleasant Hill, Missouri, that is

interconnected with the Agquila, Inc./Missouri Public Service transmission system; and (c) Magnolia Energy LP,

which owns and operates a 920 MW natural gas-fired, combined-cycle electric generating facility located in

- Ashland, Mississippi. that is interconnected with the Tennessee Valley Authority transmission system. The
Transaction will have no effect on the ownership or operation of these generation facilities.

- A Harbinger also invests in the securities of other companies that own generation facilities. The only
investment where it is presumed to have control by virtue of holdings of 100 percent or that involves generation
located in the markets relevant to this Transaction is Harbinger's approximately 21 percent interest in the common
stock of Calpine Corporation (*Calpine™).

- - Cottonwend Energy Compary, LP. 121 FERC § 61,184 (2007).

-

WAL-2867568vE 9
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turbine. The Faciliiy is situated on a 320 acre site, of which 80 acres are used for the plant
footprint. The Redbud Facility is interconnected with the OG&E transmission system pursuant
to a November 27, 2000 Interconnection Agreement.”’ The jurisdictional facilities that are
being transferred consist of transmission facilities used to interconnect the generation units to the
OG&E transmission system, generation step-up transformers, Redbud Energy’s market-based .
rate tariff, and associated books and records.?*

B. Purchasers’ Need for Additional Generation Capacity.

Each of the joint purchasers has a clear need for new capacity. OG&E currently does not
own sufficient generation resources to meet its load and reliability obligations and relies on.
power purchase agreements (“PPA™) to bridge this shortfall, which is expected to increase over
time. OG&E’s resource planning analysis projects a need for 424 MW of additional capacity in
2010, increasing to 731 MW by 2013, with annual increases of approximately 100 MW |
thereafter.* GRDA and OMPA also are capacity short and will be required to rely on purchase
power agreements to meet progressively greater portions of their load and reliability obligations
as their load increases over time. GRDA's projected capacity needs range from over 282 MW
in 2010 to 349 MW in 2012, and OMPA’s projected needs are approximately 150 MW in the

same period.?®

k&l

This agreement was accepted for filing by letter order issued in Docket No. ER01-646-000 on January 24,
2001. A revised interconnection agreement was accepted for filing by letter order issued in Docket No. ER01-2987-
000 on October 26, 2001. The interconnection agreement will be assumed by OG&E as part of the Transaction.

n After consummation of the Transaction, OG&E will file with the Commission a notice of change of status

under Section 205 of the FPA, and to cancel Redbud’s market-based rate tariff and assume Redbud's existing
interconnection agreement with OG&E.

r See Langston Testimony at 4.

Seve Solomon Affidavit at 23-24,

2

W AL-286756RvE 10
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-
- As a result of this capacity deficit, the joint purchasers currently rely on PPAs — including
- agreements to purchése c¢apacity from the Facility — to meet their load obligations. OG&E has
contracted for a 300 MW purchase from the Redbud Facility, the result of a competitive bidding
- process, to meet its load and reserve obligations for the summer periods of both 2008 and 2009.2’
- GRDA and OMPA also currently rely on purchases from the Facility, with GRDA purchasing
150 MW annually in 2008-2009 (summer period), and OMPA purchasing 80 MW, 95 MW, and
- 125 MW, respectively, in 2008-2010 (year round).”® Absent the construction or acquisition of
- additional generation r‘esourceé, the joint purchasers would be increasingly reliant on PPAs to
meet load.
“ To address these circumstances, OG&E (together with OMPA and the Public Service
- Company of Oklahoma) proposed in 2006 to construct the Red Rock facility, a 950 MW coal-
fired generating station to be located in Red Rock, Okiahoma.”’ Subject to regulatory approvals,
“ construction of the R_ed Rock facility was to commence in 2007, with a projected in-service date
- of 2012. However, OG&E and its partners were unable to obtain necessary pre-approvals from
the OCC and the project was terminated in 2007. In this proceeding, however, the OCC re-
° affirmed the need for new capacity, noting that there is “substantial evidence” that OG&E has a
- need for additional generating capacity.’® Following this decision, OG&E re-focused its
-
-
See Langston Testimony at 6.
- See Solomon Affidavit at 23-24,
7 See Langston Testimony at 4.
-’" In The Matter Of The Application Of Oklahoma Gas And Electric Company For An Order Of The
- Commission Granting Pre-Approval To Consiruct Red Rock Generating Facility And Awthorizing A Recovery Rider,
2007 Okla. PUC 1.EXIS 249 (Oct, 11.2007).

WAI-2867568v8 11
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-
- resource planning tc.)ward gas-fired generation, together with its continuing commitment to wind-
- powered generation and demand-side management.”'
o The availability of the Redbud Facility presents a unique opportunity for OG&E, OMPA,
« and GRDA. While these parties did not foresee that the Redbud Facility would be offered for
- sale, they recognized immediately that the acquisition of the Facility would meet their capacity
needs. As Mr. Langston explains, Kelson Hoidings’ decision to sell the Redbud Facility
* presented a unique, one-time opportunity for OG&E and its partmers 10 acquire such capacity and
- to lock-in value for their customers.’
C. Transaction Structure,
“ The Transaction provides for OG&E to acquire 100 percent of the partnership interests of
- Redbud Energy from Redbud Energy I, LLC, Redbud Energy I, LLC, and Redbud Energy 111,
LLC pursuant 1o the terms and conditions of the Purchase and Sale Agreement, dated .lanuéry 21.
- 2008 (“PSA™).”’ Immediately thereafier, OG&E will dissolve the limited partnership and sell
- undivided interests in the Facility’s assets to OMPA and GRDA pursuant to the Asset Purchase
Agreement, dated January 21, 2008 (“APA™).* Following implementation of the Transaction,
“ OG&E, OMPA, and GRDA will own the Facility as tenants-in-common in percentages of 51
- percent, 13 percent, and 36 percent, respectively. These ownership percentages entitle OG&E,
-
L}
- b See Langston Testimony at 5.
2 Id. a1 8-9.
“ A copy of the PSA is included with this Application as Exhibit | (A).
« ! A copy of the APA is included with this Application as Exhibit | (B).

WAL28A7568vH 12
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-
- GRDA, and OMPA to proportionate shares of the Facility’s capacity, giving them rights to
o approximately 610 MW,’ 155 MW, and 430 MW, rv:spccti\.rely.35
Upon consummation of the Transaction, OG&E will operate the Facility on behalf of the
- joint owners, However, each owner will schedule the dispatch of and is entitled to sell all or any
- part of its share of the Facility’s capacity. Each owner also is responsible for all fees, charges,
and expenses (including any Imbalance Charges) associated with the scheduling, sale,
- transmission, or delivery 6f its share of the Facility’s output 10 its network load or to any other
- point(s) of delivery, including the costs of any new facilities that may be required to be
constructed to satisfy an owner's request for transmission service. Moreover, each owner is
- required 10 enter inlo individual fuel supply arrangements, although they may authorize an
- operations manager, or an agent, 1o purchase fuel for an individual owner’s account.
D. The Transaction Creates Significant Customer Benefits.
® The acquisition of the Redbud Facility will produce important benefits for OG&E,
- GRDA, OMPA, and their respective customers. These benefits are described herein and in Mr.
Langston’s testimony.
“ First, the Redbud Facility meets the joint purchasers’ capacity needs. For OG&E, the
- Transaction cures an immediate capacity need that has been addressed in the short term by a 300
MW PPA with Redbud Energy.’® As explained in Mr. Langston’s testimony, absent the
-

2

The Commission has traditionally treated similar multi-part transactions as a single transaction for purposes

- of FPA Section 203 review, allowing applicants to demonstrate that the transaction, taken a as a whole, is consistent
with the public interest. See, e.g, DTE Energy Services, Inc., 120 FERC 162,040 at 64,203 (20G7); Rawan County
Power, LLC, 116 FERC 162,091 at 62,298 (2006); Zeeland Power Company, LLC, 120 FERC ¥ 62,209 (2007).

- * On March 23, 2007, Redbud Energy entered into an Energy Management Agreement (“EMA™) with
Westar Energy Inc. (“Westar™) for Westar to provide Redbud fuel procurement, energy sales, risk management, and
settlement services. Pursuant to this EMA, Westar, acting as marketing agent for Redbud, entered into a8 PPA with
OG&E under which OG&E purchased 300 MW from the Redbud Facility for the summer pericd of 2008 and 2005.
The same arrangements were used with regard 10 the GRDA and OMPA contracts.

WAL-2867568vE 13
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-

acquisition of the Fﬁcility, OG&E is expected to be short 424 MW of the capacity needed to
meet its load and reserve obligations in 2010, and this capacity deficit wilt increase to 731 MW
by 2013, with OG&E’s load expected to increase by approximately 100 MW annually
thereafier.’’ Similarly, without purchase of the Redbud Facility, GRDA and OMPA are
expected to be capacity short by 282 MW and 157 MW, respectively, in 2010, and this deficit is
projected to be 350 MW and 140 MW, respectively, by 2012.%

Second, the addition of the Redbud Facility will enhance the reliability of the owners’
respective generation portfolios. The Facility is a relatively new plant with four units in a
“1x1%1” configuration that allows the plant to operate any and all units as needed.>® Further, the
Facility has an excellent operating history and has not experienced any significant operational or
maintenance issues.* The plant’s location near OG&E’s Oklahoma City load center also
promotes system reliability by limiting the risks of transmission outages to load in that region.'”

Third, the Transaction provides for the joint purchasers 10 acquire new capacity at
reasonable cost. OG&E, GRDA, and OMPA agreed to acquire the Facility following a
competitive sales process conducted by Goldman Sachs, Inc. on behalf of Kelson Holdings and a
period of vigorous negotiations among the parties.*? The Transaction enables the joint
purchasers to acquire existing capacity at a price of $693/kW, which is approximately 24 percent

less than the current estimate of $900/kW for construction of a similar generation resource.® In

v See Langston Testimony at 4.

See Solomon Affidavit at 23-24.
See Langston Testimony at 10.

© See id

4 See id

- See id a1 6.

3 Sveid at ).
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-
- addition, because the Facility is interconnected to the SPP-administered transmission grid,
investments in transmission facilities required by the Facility have already been made.*
Fourth, the acquisition of the Facility will lower costs and will protect the joint
- purchasers (and their customers) from risks of future cost increases.** The Facility is a relatively
new generation facility and significantly more efficient that many of OG&E’s existing natural
L _J
gas-fired peaking plants.'® As a result, the Facility is expected to be dispatched ahead of less
- efficient units, thereby lowering operating costs.*’ Further, the acquisition of the Facility shields
- the joint purchasers from costs attributable to cost overruns as well as delays associated with new
resource construction.** The Transaction also protects the joint purchasers (and their customers)
“ from volatile wholesale markets and from cost increases under future PPAs.
- Fifth, the addition of the Redbud Facility will complement new investment in wind
energy. OG&E currently owns and operates 120 MW of wind resources and purchases an
-
additional 50 MW of wind energy. OG&E also is planning to add an additional 600 MW of
- wind capacity over the next 4 years, thus increasing OG&E’s total wind portfolio to 770 MW.*
The Facilitys ability to ramp up and down is particularly valuable in a portfolio that includes
-
intermittent capacity, such as wind generation, because it allows the system operator to respond
- to the varying and often unpredictable changes in the output of such intermittent resources.*
-
“ See id at 13,
- “ See id. a1 13,
« See id. gt 12.
‘ See id at 12-13.
-
“ See id. at 13.
v See id. at 14,
- * See id,
WAI-2867568vR 15
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1IV. THE TRANSACTION IS CONSISTENT WITH THE PUBLIC INTEREST.

FPA Section 203(a), as amended by EPAct of 2005, provides that the Commission will
approve a proposed transaction if it finds that the transaction will be “consistent with the public
interest.”®' To consider whether a transaction is in the public interest, the Commission considers
the following factors: (1) the effect on competition; (2) the effect on rates; and (3) the effect on
regu]ation.52 In addition, FPA Section 203(aX4) directs the Commission to consider whether the
transaction will result in inappropriate cross-subsidization of a non-utility associate company or
the pledge or encumbrance of utility assets for the benefit of an associate company.” This
Application demonstrates that the proposed Transaction will have no adverse effect on
competition, rates, or regulation, and will not result in cross-subsidization of a non-utility
associate company or a pledge or encumbrance of utility assets for the benefit of an associate
company. Accordingly, the proposed Transaction warrants the Commission’s approval.

A. The Transaction Will Have No Adverse Effect on Competition

As set forth more fully below and in Ms. Solomon’s affidavit, the Transaction will have
no adverse effect on competition in any relevant market.**

1. Horizontal Competitive Market Analysis,

The Transaction will have no adverse effects on horizontal market power. An analysis of

the SPP geographic market, as defined by the EIS market footprint, shows that there is no

adverse effect on competition resulting from the Transaction, and an analysis of the relevant

3 16 U.S.C. § 824b(a)(4) (2000 Supp. V).
2 See Merger Policy Statement a1 30,116-121; see also 18 C.F.R. § 2.26(b).
* See 18 C.F.R. § 33.2()).

At ]

On March 7, 2008, the Federal Trade Commission (“FTC") granted carly termination of the waiting period
under the Han-Scoti-Rodino Antitrust Improvement Act. Such notification indicates that neither the FTC nor the
Depariment of Justice intend 10 investigate the transaction.
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-

- first-tier markets produces the same result. Further, while the Appendix A analysis does show
screen failures when the narrow GRDA and OG&E balancing authority area markets are
examined, the results of these base case analyses are not reflective of the actual conditions in the

- relevant markets, as ﬁhown by Applicants’ sensitivity analyses that correct for certain

- unrepresentative and overly conservative base case assumptions. As detailed below, these
sensitivity cases show only minor, incidental screen failures, which generally occur in shoulder

- periods. When these resuhs are properly viewed together with other market features, such as the

- joint purchasers’ capacity needs and OG&E’s lack of market-based rate authority in its balancing
authority area market, it is evident that the Transaction will have no adverse effect on

“ competition. The same finding is equally evident with regard to the vertical competitive market

- analysis.

However. if the Commission were to conclude that the Transaction may result in an
- inappropriate increase in market power, OG&E is prepared to underwrite the construction of

- specific transmission upgrades that would mitigate fully any potential adverse competitive
effects. These speciﬁc-projccts, which are identified and described in the accompanying

“ Prepared Direct Testimony of Philip L. Crissup (“Crissup Testimony™), will increase the

- simultaneous import limits (“SILs"} into the relevant geographic markets by an amount sufficient
to reduce post-Transaction Herfindahl-Hirschman Index (“HHI") levels to levels equal to (or in

“ some cases less than) the pre-Transaction HHI levels.”* While OG&E does not believe that the

-« Transaction presents competitive concerns that require mitigation, it is prepared to undertake
such projects in order to facilitate and expedite approval of the proposed Transaction.

-

- ! Crissup Testimony at 27; Solomon Affidavit at 35.
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- a. An analysis of the Transaction pursuant to Appendix A shows
that there are no screen failures with regard to the SPP market
and the first-tier markets and that there are only limited screen

it ; 7 failures in the narrow OG&E and GRDA balancing authority

y ot area markets.

- Appendix A of the Merger Policy Statement requires an analysis of the competitive

- f effects of a proposed transaction that examines the effect of a proposed transaction on market .
concentration. An analysis of the Transaction in accordance with the Commission’s regulations

* and Appendix A is contained in Ms. Solomon’s affidavit, included as Exhibit J-1.

- The Merger Policy Statement directs applicants to submit analyses of Economic Capacity
(“*EC”) and Available Economic Capacity (*AEC™). While Ms. Solomon’s analysis includes

“ both EC and AEC measures, AEC is the more relevant measure of the competitive effect of the

- Transaction in the SPP as well as in the balancing authority markets studied by Ms. Solomon
because all load-serving entities within the relevant geographic markets retain the obligatién 10

« plan for and procure resources required to reliably meet the load in their service territories. The

- Commission has acknowledged that AEC is the relevant. measure when significant native load
obligations remain and there is no expectation that the market will be restructured in the future to

“ eliminate such obligations.’

- Ms. Solomon examined the effect of the Transaction on four separate geographic markets
or groups of geographic markets.

- ,

- s See Duke Power Company, LLC, 117 FERC § 62,094 (2006); Nevada Power Company ef al., 113 FERC §
61,265 (2005); Westar Energy Inc., 115 FERC 4 61,228 (2006), reh'g, 117 FERC §61,011 (2006), rek’g, 118 FERC
§ 61,237 (2007); Aquila, Inc.. 117 FERC Y 61,276 (2006), National Grid pic, 117 FERC ¥ 61,080 (2006); Great
Plains Energy Incorporated, 121 FERC Y 61,069 (2007), Entergy Gulf States, Inc., 121 FERC 161,182 (2007);

- Entergy Arkansas, Inc., 122 FERC 4 62,071 {2008). While SPP has been a Commission-approved Regional

Transmission Organization (*RTO") since October 1, 2004, and has established a real-time market with

( ommission approved market monitoring provisions (Sowthwest Power Pool, Inc., 109 FERC 161.009 (2004)

(*RTO Order™), order an reh’g, 110 FERC 4 61,137 (2008)), parties throughout the SPP footprint continue 1o have

individual load and reliability obligations.

WAI-2RA7S6HR 18
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-

- i. SPP Market.

- Ms. Solomon initially examined the effect of the Transaction in the SPP market.”’ There
is about 47,000 MW of generating capacity in the footprint of the SPP EIS market.”* More than

« 8,000 MW of this ca_pacity is gas-fired, combined-cycle generating capacity of similar vintage

- and operating characteristics as the Redbud Facility, and almost 20,000 MW of such generation
has been added between 2000 and 2006 in the balancing authority areas adjacent to the OG&E

“ balancing authority. Givén the amount of third-party generation located in and around the SPP

- market, Ms. Solomon 'concludés that there is sufficient rival generation to serve any demand in
the OG&E or GRDA balancing authority areas.*®

“ The Transaction does not adversely impact competition in the SPP market. The Redbud

- Facility represents only 3 percent of the generating capacity located in the SPP footprint and the
competitive analysis screen is easily passed for both EC and AEC measures in the SPP EIS

-

-

7 While destination markets typically are defined as individual balancing authority areas, the Commission’s

practice has been to aggregate customers that have the same supply alternatives into a single destination market.
- This approach has been accepted in 8 number of merger filings. See Order No. 642, 31,311 at 31,844-5 (citing
Atlantic City Electric Company and Delmarva Power & Light Company, 80 FERC Y 61,126 (1997)); Consolidated
Edison Co., Inc. and Northeast Utilities 91 FERC q 61,225 (2000), reh ‘g denied. (To the extent there are internal
transmission constraints within these markets, the Commission has considered smaller markets within these single
control areas as potentially relevant). While the Commission has not previously explicitly relied upon SPP as a
relevant geographic market in the context of merger analysis, it has relied on the existence of the SPP EIS market as
sufficient to allow parties to sell into the EIS market at market-based rates. Southnwest Power Pool, Inc., 114 FERC
- 1 61,289 (2006).

e The real-time E1S market hegan in February 2007, and is based on a least cost bid-based security

constrained economic dispatch and locational imbalance pricing system. This is equivalent to locational marginal
- pricing in markets administered by other RTOs. The SPP EIS market provides resources the opportunity either to
make themselves available for dispatch by SPPF's market systems or to self-dispatch to serve scheduled transactions
or native load. SPP staff and stakeholders are in the process of developing and evaluating a comprehensive market
services design for the region, which is expecied to provide additional SPP markets for ancillary services, day-ahead

- unit commitment and day-ahead energy. In addition, SPP has a market monitor in place and its Markel Monitoring
Unit has conducted a variety of reviews of competitive conditions in the SPP region, including reviews of the EIS
market.

- b See Solomon Affidavit at 27. -
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aa
- market footprint.* The market is unconcentrated to moderately concentrated and the HHI
changes are negative for AEC and only slightly positive of EC.*
- :
, ' ii. First-Tier Balancing Authority Area Markets.
- Ms. Solomon’s analysis also shows that the Transaction has no adverse competitive
effect in the first-tier balancing authority area markets. Specifically, Ms. Solomon performed a
-
competitive analysis screen for each of OG&E's and GRDA’s first-tier balancing authority area
- markets.*> The EC and AEC measures are passed in all first-tier balancing authority area
markets.
-
iii,. = OG&E Balancing Authority Area Market.
“ For the OG&E balancing authority area, Ms. Solomon conducted a base case analysis
- consistent with the Commission's Delivered Price Test (“DPT”) methodology. This analysis.
however, is affected by changes in market size attributable to the export of capacity to GRDA
- and by use of seasonal SILs that are well below the first contingency incremental transfer
- capability (“FCITC”) for many of OG&E's individual first-tier balancing authority area markets.
Reliance on these SIL values fails to provide a reasonable estimate of the amount of competing
[ |
supply that may be imported into the OG&E market. Ms. Solomon therefore performed a
- sensitivity analysis utilizing a conservative FCITC-based value as a proxy for SIL. This
sensitivity analysis shows only negligible effects on market concentration as a result of the
- _
Transaction.
-
“ See id
- o See id. 8t 31. The Redbud Facility is not economic in the off-peak periods, and, as a result, the HHI
changes in those periods are zero.
e See id. at 34,
- ¢ See id,
WAL2R67S68 R 20
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-

- Base Cuse. Ms. Solomon’s base case analysis of the OG&E balancing authority area
market takes into account the effect of import capability of the increased dispatch of the Redbud

-
Facility and the delivery of GRDA’s portion of the Redbud Facility to the GRDA balancing

- authority area.** Her”analysis also attributes the existing contract amounts that OG&E, GRDA

- and OMPA are purchasing from the Redbud Facility in the respective pre-Transaction shares.
This analysis shows that the market varies from unconcentrated (in the winter and shoulder peak

- periods) to highly concenltraled (in the super peak and summer peak periods). The HHI changes

- from the Transaction range from very negative (when Kelson Holdings’ pre-Transaction market
share is significantly greater than OG&E’s) to very positive (when both OG&E’s and OMPA’s

“ market shares both increase).®*

- These results, however, are materially affected by the changes in market size between
pre- and post-Transaction analysis, which makes the standard HHI metrics difficult to interpret

“ and poor indicators of the actual impact of the Transaction on competition.*® (HHIs typically are

- intended to be a static measure merely reflecting shifts in market share rather than changes in
market size.) The HHI changes are in part a result of “moving” GRDA'’s portion of the Redbud

“ Facility’s capacity to the GRDA baiancing authority area once it is designated as a network

- resource, such that the post-Transaction OG&E market size is reduced by 430 MW.%’

-

°‘ Because OMPA does not operate a balancing authority arca, and most of its load is located in the OG&E

balancing authority area, this analysis is relevant 10 an evaluation of OMPA’s purchase of the Redbud Facility as
- well.

ot Solomon Affidavit at 32.
o See id. at 28.

- -
¢ Id. at 29. The market size can also be affected to the extent the respective parties have an AEC deficit pre-
Transaction (i.e.. their loads are in excess of their economic supply). Under such conditions, some portion of the
additional purchase of capacity from the Redbud Facility first offsets any “negative™ AEC post-Transaction, thereby

- reducing market size for the AEC measure.

-

W al-2867568vE 21
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- Sensitivity. V‘T'hc SILs used in the base case analysis were calculated in accordance with

- the Commission’s directives that all first-tier balancing authority areas be consolidated into a

, » single exporting entity.%® However, as Mr. Crissup explains, strict adherence to the

- Commission’s default SIL methodology in this specific instance produces SIL values that are

- quite low and that do not reflect OG&E’s actual ability to import power into its balancing
authority area from any single or subset of first-tier balancing authority areas. A review of the

“ balancing authority area-to-balancing authority area limits into the OG&E balancing authority

- area indicates that some of the FCITC values from individual balancing authority areas into
OG&E are much higher that the SIL for the OG&E balancing authority area, and that these

“ FCITC values increase post-Transaction.°° For example, while the default SIL methodology

- calculates SIL for the OG&E balancing authority area to be 137 MW in the summer season, the
FCITC for that same period from SWPA is 800 MW and the FCITC from AEP West is 1,393

“ MW.” Mr. Crissup explains that these artificially low SIL values are due to extremely limited

- import capability from the Entergy balancing authority area and the incorrect assumption
employed by the default SIL methodology that no further imports may occur once that limit is

“ reached.”’

- The base case SIL analysis also fails to consider the likely dispatch and utilization of the
capacity post-Transaction, and incorporates assumptions regarding imports that do not fully

“ reflect the increase in transmissi(.;m capability arising from the export of capacity from the OG&E

-

o Crissup Testimony at 11.
* id. a1 13-14.

- » id. at 1. Public Service Company of Oklahoma (*PSO™) and Southwesiern Electric Power Company
("SWEPCQ") operate a single balancing authority area (referred to as CSWS or AEP West) that combines both their
serviIce terntories.,

- n 1d w1 11-12.
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-
- balancing authority area 10 the GRDA balancing authority area. When GRDA reserves and
schedules an additional portion of the Redbud Facility for delivery to the GRDA balancing
-
authority area market, a counterflow is created that should increase the ability to import into the
- OG&E balancing au?hority area.’” This effect is reflected in the balancing authority area-to-
- balancing authority area FCITC values, which indicate, for example, that the ability to import on
the GRDA-10-OG&E path increases post-Transaction.” The Commission’s traditional SIL
- methodology, however, ignores this counterflow effect.
- In light of these facts, Ms. Solomon performed an additional alternative analysis for the
OG&E balancing authority area that accounts for a higher import capability than is reflected in
- the base case. Specifically, she relied on the FCITC from AEP West to OG&E as a proxy for the
- ability for external supplies to be delivered into the OG&E balancing authority area. As Ms.
Solomon explains, the use of the highest single FCITC value among the seven first-tier balancing
@ authority areas is a relasonable, and conservative, proxy for the import capability from the
- combined first-tier markets.” The use of FCITC values also allows for recognition of the
- counter flow effects of capacity exports to the GRDA balancing authority area.
® For AEC. this sensitivity analysis shows HHI changes that are negative in all periods
- except for the Shoulder Peak Period, in which the HHI change exceeds the Appendix A screen
-
T Under SPP's tariff, if GRDA has a schedule (Network Integration Transmission Service or Firm) to deliver
- its energy from the Redbud Facility in OG&E’s balancing authority area to the GRDA balancing authority area, then
rival suppliers could counter-scheduie against it (on a firm or non-firm basis) and potential supply in the OG&E
balancing authority area would be unchanged. (In fact, if the rival imports were provided by more than one supplier,
- tmh:r;{::l), assuming counterflows are scheduled, would be lower than assuming GRDA's capacity remains in the
B Crissup Testimony at 14.
-« * Solomon AfTidavit at 3 1.
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limits.” This one ;creen failure, however, should be discounted as an indicia of competitive
harm because it is highly sensitive to modeling assumptions. As Ms. Solomon explains, if the
sensitivity analysis is modified 1o utilize slightly lower market prices, this screen violation
disappears.”® Similarly, if the pre-existing PPAs (which cover only the June — September periods
and have only limited applicability to the shoulder periods) are not taken into account for the .
shoulder period. the screen failure disappears.”’
iv. GRDA balancing authority area market.

For the GRDA balancing area market, Ms. Solomon also conducted a base case analysis.
In this instance, however, the results of the traditional DPT analysis were skewed by changes in
market size between the pre- and post-Transaction analyses. This change is due to the transfer of
GRDA’s share of the Facility (443 MW) from the OG&E balancing authority area to the GRDA
balancing authority area as a result of its acquisition of the capacity. Accordingly, Ms. Soiomon
performed a separate sensitivity analysis that treats 150 MW of the GRDA capacity, the amount
currently needed 1o meet load and reliability obligations in the GRDA balancing authority area,
as being exported to the GRDA balancing authority area market, while the additional GRDA
capacity remains in the OG&E balancing authority area. This approach, which more accurately
reflects the expected utilization of the GRDA capacity in the near term, produces HHI changes
that are negative in three periods and that exceed the competitive analysis screen levels in only

two periods.

7 /d. at 32-33.
¢ id
Id
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-
- Buse case. Ms. Solomon’s analysis of the GRDA balancing authority area market
- utilized the traditional DPT methodology which, inter alia, treats GRDA'’s entire share of the
Redbud Facility as exported to the GRDA balancing authority area market. Under this approach,
- the market is highly concentrated and the HHI changes are very high.”
- Sensitivity. In order to take into account periods when GRDA might not need additional
amounts of supply from the Redbud Facility, Ms. Solomon analyzed a scenario where GRDA's
“ share of the Redbud Faciiity over and above its existing 150 MW capacity contract amount
- remains in the OG&E balancing authority area (rather than being exported to the GRDA
balancing authority area).”” As Ms. Solomon explains; this adjustment is reasonable because it
® assumes that GRDA would not import capacity into its balancing authority area market beyond
- that needed 10 serve its load and would not dispatch this capacity for delivery to GRDA if doing
so would displace less expensive supply options.” It would make little sense to move capacity
© from the Redbud Facility to the GRDA balancing authority area only to then re-export it into the
- OGA&E balancing authority area market.’' Similarly, it is unreasonable to assume that GRDA
would dispatch the Redbud Facility, a gas-fired combined cycle facility, ahead of its low-cost
“ hydroelectric generation.
- This sensitivity analysis results in HHI changes that exceed the competitive analysis
screens thresholds in only two periods. Even these nominal screen failures may over-state the
-
- ks Solomon A Midavit at 34.
™ GRDA’s existing fleet of generation consists nearly entirely of hydroelectric and coal-fired generation,
such that gas-fired energy from the Redbud Facility is unlikely to economically displace these existing resources and,
- therefore, its share of the Redbud Facility located in the OG&E balancing authority area would constitute GRDA’s
€XCESS NeSOuTCES.
“ See Solomen Affidavit at 30.
« > See id. a1 32.
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competitive impactiof the Transaction in the GRDA market in that the increase in GRDA’s AEC
in the summer peak period, in which one of the two screen violations occurs, is 4 MW and even
in the shoulder super peak is only 50 MW.® This modest increase in AEC is not likely to
facilitate the exercise of market power.

b. Other factors demonstrate that the Transaction will have no.
adverse competitive effects.

Appendix A of the Merger Policy Statement provides that, if the competitive analysis
screen shows HHI changes that exceed the safe harbor limits, the Commission may still conclude
that a proposed transaction presents no adverse competitive effects based on an evaluation of
other relevant factors.®® Similarly, in the 2007 Supplemental Policy Statement, the Commission
explained that Appendix A’s indicative screens were intended to identify those transactions that
required further competitive review, but that the Commission would examine and give weight to
all relevant factors “that could affect competition in the relevant market.™® In such cases, “the
Commission typically considers a case-specific theory of competitive harm, which includes, but
is not limited to. an analysis of the merged firm’s ability and incentive to withhold output to
drive up prices.™ The Commission recently re-affirmed this approach.*® Where, as is the case
here, prospective purchasers have no incentive or ability to attempt 10 exercise horizontal market

power, the Commission has relied on such factors to conclude that proposed transactions are

© See id. at 35.

o FPA Section 203 Supplemental Policy Statement, FERC Stats. and Regs. 131,253 at P 65 (2007),
(*Supplemental Policy Statement™), clarified, 122 FERC § 61,157 (2008) (*Supplemental Policy Clarification™).

“ Supplemental Policy Statement at P 65.
| A
ld.

s FPA Section 203 Supplemental Policy Statement, 122 FERC 161,157 at P 12 (2008); see ufso Encrgy East
Corp., 121 FERC {61,236 at PP 11-13 (2008)
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-
- consistent with the public interest.®’ The specific factors relevant here are discussed herein and
in the Solomon Affidavit.

First, OG&E, OMPA and GRDA are obligated to obtain generation resources sufficient
hy to meet their native and requirements loads and their reliability obligations. Notably, they are all
- currently capacity short and require additional resources to meet their present and future

obligations. Each entity is currently a net buyer of energy and, more specific to this Application,
“ OG&E, GRDA. and OMPA have contracts for portions of the Redbud Facility’s cutput: 300
- MW for OG&E. 150 MW for GRDA, and 80 MW for OMPA in 2008.% OG&E, for example,
will require 424 MW of additional capacity in 2010 and is able to meet its load obligation in
- 2008 and 2009 only as a result of a 300 MW PPA with the Redbud Facility.” This need is
- expected to grow to 731 MW by 2013 and by approximately 100 MW annually thereafter.
GRDA also is capacity short, and needs additional supply. The capacity GRDA will acquire is
-«
slightly in excess of its immediate needs, but, by 2015, any excess will be eliminated by
- expected Joad growth.™ Similarly, OMPA, which also is capacity short, will have somewhat
more capacity relative to its load and reserve requirements than it needs after purchasing its share
-
of the Redbud Facility, but load growth is expected to eliminate this excess within a few years.”
[ 4
s See Entergy Guif Stares, 121 FERC § 61,182 at PP 61-62 (2007). in Entergy, the Commission recognized
- that, because the target facility’s capacity was needed 10 meet the acquiring utility’s existing capacity needs, the
utility *will not have an incentive to attempt to exercise horizontal market power...by withholding the Facility from
the market.” /d at P 62. The Commission reached similar conclusions in other cases. See, e.g., Commonwealth
Edison Co., 91 FERC 4 61,036 at n.42 (2000) (noting three reasons based on operational and market conditions
- faced by ComEd why screen violations did not imply that ComEd could profitably withhold capacity from the
acquired facility); see also Duke Energy Corp., et. al., 113 FERC § 61,297 a1 P 83 (2005).
" See Solomon Affidavit at 3.
* See id. 81 23.
" See id. at 23-24.
- " See id. at 24,
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- Second, all éf the wholesale customers located within OG&E’s balancing authority area
- (with one exception) are already being served under long-term, full requirements contracts and,
. 1 therefore, do not participate in wholesale markets.”> The one exception is OMPA, which is the
« only wholesale customer in the OG&E balancing authority area that has a portion of its load not
- f met by either its own generation or full-requirements service provided by OG&E. The Redbud
Facility will allow OMPA to rely on its share of the plant’s capacity to meet its load and hedge
“ its exposure to market volatility by limiting OMPA’s reliance on contracts with third-party
- suppliers.”> Thus, any concern that the Transaction will be to the detriment of wholesale
customers is purely theoretical.
“ Third, OG&E does not have authority to sell at market-based rates within the OG&E
- balancing authority area. Within its balancing authority area market, OG&E is authorized to sell
short-term energy (one week or less) only at cost-based rates, and is not authorized to mak;: any
= wholesale sales with a duration of more than one week or less than one year. Wholesale sales for
- terms of more than one year may take place only after the Commission’s prior review and
approval.
-
Fourth, OG&E’s off-system sales are subject to profit-sharing mechanisms with
- ratepayers that prevent OG&E from retaining virtually any potential profits from such sales.
Specifically, the OCC and the Arkansas Public Service Commission (“APSC") require that
- .

See Solomon Affidavit at 24, On April 2, 2007, Purcell, one of OG&E’s wholesale customers, notified
- OG&E of its intent to terminate its requirements contract with OG&E in order to seek alternative suppliers. The
contract’s term renews annually on June | pursuant to an evergreen provision, and can be terminated by either party
with written notice to the other party submitted not less than 12 months prior to the end of any current term.
However, after providing OG&E with notice of its intent to terminate the contract in accordance with its terms,

- Purcell has indicated that it wants to continue its arrangements with OG&E until it contracts with altemative
suppliers and secures the requisite transmission service from SPP to deliver power from such suppliers. As a result,
it is unclear at this stage if or when Purcell will terminate the supply contract with OG&E.

- ¥ See Langston Testimony at 13-14.

-
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-
- OG&E credit retail customers 80 percent and 100 percent, respectively, of profits from off-
. system sales. Further, OG&E’s FERC Electric Tariff, 1% Revised Volume No. 1, requires
OG&E to credit certain wholesale customers served under OG&E’s WM-1, WC-1, and WM-2
- rate schedules 90 percent of the profits from off-system sales of electricity to other utilities in
certain time periods. .
-
Fifth, the SPP EIS market is available to meet customers’ real-time energy needs and
- mitigates any potential lor exercise market power. The EIS market helps prevent any attempt to
- exercise market power over loéd in the region by providing a final market that suppliers can
access that has broad participation and market monitoring and associated market mitigation rules.
“ Finally, the SPP market1 has Commission-approved market monitoring and mitigation
- measures in effect.* The SPP market monitor is responsible for monitoring market participant
behavior to “remedy any actual or potential abuse of market power or market design
“ inefficiencies as part of its monitoring process.” The market monitor may demand that any
- market participant violating the market monitoring and mitigation measures undertake any
corrective action or, without prior discussion or demand, implement any Commission-approved,
“ mitigation measure as appropriate.%
- These factors, taken together, demonstrate that OG&E has no incentive to exercise any
incremental market power that might be alleged to result from the Transaction. The simple facts
“ are that OG&E (as well as GRDA and OMPA) intend 1o rely on the Facility to meet their load
- obligations and to provide mandated reserve margins. Accordingly, OG&E (as well as its co-
-
* See Attachment AF of the SPP OATT.
- See Section 6.1, Attachment AG. of the SPP OATT.
- * ld
-
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-

purchasers) cannot i)roﬁt from a withholding strategy for the simple reason that, to the extent that
OG&E withheld capacity from the market, it would be required to purchase from that same
market to meet its Joad obligations such that any withholding strategy, if effective, would serve
to raise OG&E's costs and nullify any potential “profit” from such withholding,.

Further, even if one assumed that OG&E had any incentive to attempt to exercise any .
perceived increase in market power that may result from the Transaction, OG&E has no ability
to profit from a withholding strategy or other similar conduct. OG&E is not authorized to make
sales at market-based rates in its balancing authority area, and is authorized to offer cost-based
service only for transactions of one week or less.”’ Moreover, OG&E may not make any
wholesale sales (cost-based or market-based) for durations of more than one week and less than
one year, and agreements for a term of more than one year require prior review and approval by
the Commission. These limitations plainly foreclose the opportunity for OG&E to exercisé
market power. Finally, even if OG&E could somehow price its capacity above the appropriate
market-clearing price, it would forfeit virtually all of the proceeds of such prices pursuant to
existing crediting mechanisms that capture 80-100 percent of the “benefit™ of off-system sales.

c. Should the Commission conclude that when all relevant facts
are considered the Transaction will have adverse competitive
effects, OG&E will implement specific transmission upgrades

to remedy the competitive analysis screen failures and thereby
mitigate fully the Transaction’s competitive impacts.

In the event that the Commission determines that existing market features are inadequate
10 support a determination that the Transaction will have no adverse effect on competition,

OG&E will commit to implement specific transmission upgrades that will increase SILs

g

While OG&E may charge cost-based rates for sales of a duration of up to one week, any concem that cost-
hased rates would not fully mitigate the potential for the exercise of market power is allayed by customer access to
the EIS market. which will discipline prices for shori-term energy products.
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-
- sufficient to remedy the competitive analysis screen violations reflected in Ms. Solomon’s base
- case analyses. As detailed above, the incidental screen violations identified in the Appendix A
analyses of the transaction, coupled with the other relevant competitive facts, establish that there
- are no adverse compf:titive analysis impacts that warrant mitigation. If the Commission
- nonetheless concludes that mitigation is required to protect against the potential exercise of
market power, OG&E will undertake certain mitigation projects to facilitate and expedite
« approval of the aulhorimiicms requested in this Application.
- The specific mitigation projects are identified and described in detail in Mr. Crissup’s
testimony:
“ e Re-conductor a 161 kV transmission line that runs between Entergy’s Russellville
North and ANO substations;
- ¢ Upgrade terminal equipment in the Entergy Russellville South and Russellville
East substations; and
“ ® Upgrade terminal equipment located in the Ozark substation in the Van Buren,
Arkansas area of the SWPA transmission system.”®
“ These projects will remedy the competitive analysis screen violations and will increase
- post-Transaction SILs into both the OG&E and GRDA balancing authority areas to pre-
Transaction levels. In fact, the increase in SILs resulting from these projects would actually
-
exceed the level needed to simply restore the pre-Transaction status quo. As Mr. Crissup
- explains, the upgrades required o restore the SILs to at least pre-Transaction levels actually
- result in significantly more SIL capability into each market. * Some of the system upgrades
improve the SIL in only some of the seasons. Further, certain transmission upgrades sometimes
-
- Crissup Testimony at |8.
- v 1d a 19.
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-
-

resulted in SILs thai exceeded the target level. As aresult, in targeting a return o pre-
Transaction levels in all seasons, the actual SILs resulting from the transmission upgrades exceed
the pre-Transaction SILs.'®

Ms. Solomon performed a DPT analysis for each of the OG&E and GRDA balancing
authority area markets using the SIL values that reflect the mitigation projects. For the OG&E
market, the HHI changes are negative in all periods, which indicates that all screen failures have
been eliminated and that the Transaction is significantly deconcentrating.'”' For the GRDA
market, there are no screen failures and the HHI changes are negative in six of the seven periods
studfed.'®

2. Vertical Competitive Market Analysis,

The Transaction will have no adverse vertical competitive effects. The Transaction
involves the sale of an existing generation resource to three load-serving entities. Redbud |
Energy owns only those transmission facilities needed to interconnect the Facility to the SPP-
administered transmission grid and only those limited natural gas transportation facilities
associated with its existing interconnection to the ONEOK Partners intrastate pipeline. Thus, the
Transaction does not resuit in the acquisition by the purchasers of upstream assets, such as
transmission lines or natural gas pipelines, and does not change the vertical competitive
landscape.

There are no other grounds for asserting vertical competitive harm. OG&E and GRDA

have transferred operational control of their respective transmission facilities to SPP, a

[1{4 Id

- Solomon Affidavit at 35.

o See id.
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L]

- Commission-approved RTO. The Commission has determined that operational control of an
applicant’s jurisdictiénal' transmission system by an RTO protects against the potential for

[ _J
applicants to “abuse their ownership of transmission facilities to give themselves an advantage in

- energy markets.” ® OMPA is not a transmission owner.

- In the rehearing order of the Supplemental Merger Policy, the Commission also identifies
the potential for an applicant to utilize its ownership of natural gas pipelines to exercise market
power by withholding transportation service in order to disadvantage competing generation

yeas 104 . . g ne . .

- facilities.” While OG&E’s affiliate Enogex owns intrastate natural gas transportation, storage
and gathering pipelines in Oklahoma, there are numerous interstate natural gas pipeline systems

- o« . . . .
in Oklahoma in addition to the Enogex and ONEOK intrastate systems that provide competing

- natural gas transportation service 10 which new gas-fired generators could connect.'® Concerns
of dominant control over power plant sites for new capacity development in relevant markets are

-
also not present. Oklahoma and the regions around the state have experienced a robust market

- for the development of new generation facilities, and the substantial new entry of additional
generation demonstrates the absence of entry barriers.'*

-

-

- 103 See, e.g.. Entergy Gulf States, 121 FERC 161,182 at P 71 (2007).

1o See Supplemental Policy Statement Clarification at P 12; see also Order No. 642 at 31,904; Energy East
Corporation, 121 FERC § 61,236 at P 23 (2007).

- 104 As Ms. Solomon explains (Solomon Afifdiavit at 37), delivery capacity on Enogex is no more than about
13 percent of pipeline deliverability in Oklahoma. There is approximatety 7.3 bef/day of interstate pipeline
deliverability into Oklahoma, plus an additional 3.4 bcfiday intrastate pipeline delivery capacity within Oklahoma.
Enogex’s average throughput is approximately 1.4 bef/day. In the broader SPP market, Enogex’s share of delivery

- capacity would be significantly less. Similarly, with respect 1o gas storage, Enogex's share of gas storage capacity
in Oklahoma is about 12 percent. not a level that raises competitive concerns, and its share in a broader SPP market
waould be significantly less.

- e Solomon Affidavit at 37.

-
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-
- B. The-'l‘ransaction Will Have No Adverse Effect on Rates.
- In evaluating a proposed transaction’s effect on rates, the Commission traditionally
, + examines whether a proposed transaction will have any adverse impact on wholesale
- transmission service rates or on the rates charged to long-term requirements customers.'®’ The
- r Transaction satisfies fully this element of the Commission’s public interest standard.
First, the Transaction will have no adverse effect with regard to transmission service rates.
- Although Redbud Energy owns various transmission facilities that will be transferred to the joint
- purchasers, it does not provide transmission service and has no transmission customers. In order
to ensure that the Transaction will have no adverse effect on rates for jurisdictional transmission
“ services, OG&E proposes a “hold harmless™ provision comparable to those previously approved
- by the Commission for transmission service providers utilizing formula rates.'”® Specifically,
OG&E commits (a) that, for a five-year period commencing on the Transaction’s closing date, it
® will not seek to include in its annual transmission revenue requirement any Transaction-related
- costs (e.g., acquisition premium, transaction fees and related costs) that are not offset by savings
related to the proposed Transaction; (b) that it will not seek to recover any acquisition premium
“ through rates until it has obtained specific regulatory authority to do so; and (c) that, with respect
- to transmission rates, it will not include Transaction-related costs in those rates without: (i)
specifically identifying them; (ii) demonstrating that the costs included in the rates are exceeded
“ by the savings produced by the 'fmnsaction; and (iit) in the event of a dispute, it will bear the
. _

1 Merger Policy Statement at 30,123.

- 1oa See. e.g., ITC Holdings Corp., 116 FERC 161,271 at P 48 (2006), revised; Consolidated Edison Inc., 94
FERC §61.079 at 61,366 (2001). On November 30, 2007, OG&E filed revised tariff sheets 10 impiement a formula
rate for transmission service. On January 31, 2008, the Commission accepted OG&E's proposed formula rate,
subject to refund and the outcome ol hearing and settlement judge procedures. to be effective July 1. 2008, See
Oklahoma Gas & Electric Co., 122 FERC 161.071 (2008).
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-
- burden of proof that ;he'savings from the Transaction exceed the Transaction costs charged to
the customer.'”
4%
In order to effectuate this commitment, Applicants respectfully request that the
it Commission authorilzx: deferral of Transaction-related costs to the extent such costs are not
- otherwise deferred under generally applicable accounting principles. Costs deferred under the
hold harmless commitment will be amortized over a five-year period commencing on the
“ Transaction’s closing dalé. The Commission previously has approved such accounting treatment
- for deferred costs.''?
Second, the Transaction will have no adverse effect on OG&E's rates for wholesale
- requirements service. The Transaction will not result in OG&E changing the rates it charges any
- captive wholesale customer. At this time, OG&E provides wholesale requirements service to
certain municipalities and govermental agencies within the OG&E balancing authority area.
© These agreements prqvide for service at stated rates (including fuel adjustment clauses) and do
- nol enable OG&E to p#ss through Transaction-related costs. The Commission previously has
held that such agreements adequately shield customers from potential adverse rate impacts.'"'
-

1 This hold harmless commitment is not a rate freeze, and would not preclude changes in transmission rates

- atiributable to non-Transaction-related costs, including the addition of the net book cost of transmission facilities
acquired pursuant to the Transaction into OG&E’s transmission rate base. The Commission has accepted similar
hold harmless commitments. See. e.g.. PNM Resources, Inc., 110 FERC 1 61,204 at P 39 (2002); UniSource
Energy Corp., 109 FERC 161,047 at PP 12-13 (2004); Ameren Corp., 108 FERC 1 61,094 at PP 62-68 (2004).

-
ne See, e.g.. Duke Energy Corp., 113 FERC 61,297 at PP 121-23 (2005).

m See Calpine Corporation. 121 FERC 162,223 a1 64,787 (2007); MidAmerican Energy Holdings Company,
- 113 FERC 9 61,298 at PP 40 and 45 (2005) (*Applicants further state that their customers under fixed-rate

wholesale power and transmissicn contracts will not be adversely affected by the Proposed Transaction. They note

that these rates may be changed only under a Section 205 filing with the Commission. . . . The Commission finds

that Applicants have shown that the Proposed Transaction will not adversely affect transmission rates or wholesale
- power rates.”), AEP Service Corporation, 110 FERC 4 62,183 at 64,366 (2005), Virginia Electric and Power
Company, 108 FERC 161,136 at P 19 (2004) (*We find that neither wholesale nor retail customers' current rates
will increase as a resuit of the proposed transaction. Dominion Virginia Power sells power at fixed charge rates to its
wholesale customers, which will not change, and fixed base rates to retail customers . . . which also will not
change.™)
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Any revisions to existing agreements, or any new long-term wholesale requirements contracts,
would require OG&E to file such agreements under Section 205 of the FPA, at which time the
Commission and all interested parties will be able to review the proposed cost-based rates.

For wholesale sales outside of the OG&E balancing authority area market, OG&E is
authorized to makes sales at market-based rates. These agreements will not be affected by the.
proposed Transaction.'"

Third, the Transaction will have no adverse effects on Redbud Energy’s long-term -
wholesale sales customers. Redbud Energy has no long-term power sales agreements that will
extend beyond the anticipated closing date of the Transaction, other than certain agreements with
OG&E, OMPA, and GRDA that will be assumed as a result of the Transaction. Redbud
Energy's market-based rate tariff will be cancelled effective as of the closing date of the
Transaction.

C. The Transaction Will Have No Adverse Effect on Regulation.

The Transaction will not diminish or impair state or federal regulation. The
Commission’s review of a jurisdictional transaction’s effect on state or federal regulation is

"3 These concerns are

focused on ensuring that a transaction does not result in a regulatory gap.
not present here. While the Commission requires Applicants to evaluate the effect of the
Transaction on regulation, the Commission indicated in Order No. 642 that it would not

ordinarily set an FPA Section 203 application for hearing with regard to the effect on regulation

unless: (1) the proposed transaction involves public utility subsidiaries of a registered holding

" See FirstEnergy Generation Corp., 118 FERC 1 62,204 at 64,566 (2007); Goldendale Energy Cemter, LLC,
118 FERC 9 62,101 at 64,279 (2007); and Rochester Gas and Electric Corporation, 107 FERC 161,180 at P 17
{2004).

n2

Revised Filing Requirements Under Part 33 of the Commission'’s Regulations. Order No. 642, FERC Stats.
& Reps. $31,111 at 31,914-15 (2000).
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-
- company under the Public Lhility Holding Company Act of 1935 (“PUHCA 1935™), and the
relevant applicanls do not commit to abide by the Commission’s policies on pricing of non-
-
power goods and services between affiliates, or (2) the affected state commissions lack authority
- over the proposed transaction and raise concerns about the effect on regulation.''* The first
- prong of the test is na longer applicable due to the repeal of PUHCA 1935. Further, OG&E is
subject to OCC regulations governing the sale of products and services between OG&E and its
affiliates.'"’ The second element of the Commission’s analysis is inapplicable here because the
- PSA and the APA each provide for review of the Transaction by the OCC.'"®
OG&E's wholesale sales and transmission operations (and those of its affiliates) are
-
subject to regulation by the Commission and its retail operations are subject to comprehensive
- state regulation in Oklahoma and Arkansas, and the Transaction will have no effect on state or
federal regulation. While Redbud Energy is currently subject to Commission jurisdiction, it wil}
L
divest all of its jurisdictional assets pursuant to the Transaction and its market-based rate tariff
- wil} be terminated. GRDA and OMPA will remain exempt from Commission regulation
pursuant to FPA Section 201(f). Moreover, the Transaction is subject to review and pre-
approval by the OCC, which will be fully authorized to evaluate the effect of the Transaction on
- state regulation. The petition for pre-approvai of the Transaction will be filed with the OCC
contemporaneously with this Application.
-
" Revised Filing Requirements under Part 33 of the Commission’s Regulations, Order No. 642, FERC Stats.
- & Regs§31,111 at31,914-15 (2000).
e See Okla. Admin Code. § 165:35-31-20 (“any sale of products and services provided from the affiliate to
the utility shall be priced at the *lower of cost or fair market value.” Except as otherwise required by federal statute
- or regulations, or pursuant to [OCC] authorized competitive bidding, 1ariffs, special contracts or as otherwise
ordered by the [OCC]; any sale of jurisdictional products and services provided from the utility te the affiliate shall
be priced at the *higher of cost or fair market value.™).
- I See Attachment 1, Exhibit 1, Section 6.06(b) and 7.01(b} of the PSA and Section 5.06 of the APA; see also
OkJa. Stat. tit. 17, § 286(C) (2007); Okla. Admin. Code § 165:35-38-5.
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L
et D. The Transaction Will Not Result in Any Prohibited Cross-Subsidization or
Pledge or Encumbrance of Utility Assets.
- 5 FPA Section 203, as amended by EPAct of 2005, states that the Commission “shall
» ]
- approve” a proposed transaction “if it finds that the proposed transaction...will not result in
+  cross-subsidization of a non-utility associate company or the pledge or encumbrance of utility
“ assets for the benefit of an associate company, unless...the cross-subsidization, pledge, or
- encumbrance will be consistent with the public interest.”''’ The Commission’s regulations
provide “safe harbors” for certain transactions and specify verification and informational
- .
requirements in order for applicants to demonstrate that a proposed transaction does not result in
- inappropriate cross-subsidies or pledges or encumbrances of utility assets for the benefit of an
associate company.''®
-
The Transaction satisfies the requirements for the Commission’s safe harbor and
- therefore satisfies fully this element of the Commission’s Section 203 standard. First, the
transaction is between non-affiliates.''”® The Transaction provides for the sale and transfer of
-
generation assets from Redbud Energy to OG&E, and the subsequent sale and transfer of 36-
- percent and 13-percent undivided interests in the Facility from OG&E to GRDA and OMPA,
respectively. None of the parties to these transactions are affiliated. In the Supplemental Policy
-
Statement, the Commission explained that transactions within the intended scope of this safe
- harbor “include[] a transfer of assets between a public utility and non-affiliates.”'?® As a result,
-
" 16 U.S.C. § 824b(a)4).
ne Transactions Subject to FPA Section 203, Order No. 669, FERC Stats. & Regs, 31,200 at PP 146-171
- (2006). Order No. 669-A, FERC Stats, & Regs. 131,214 at PP 134-148 (2006); FPA Section 203 Supplemental
Policy Statement, FERC Stats. & Regs. 31,253 at PP 11-26 (2006).
e Supplementsl Policy Statement at P 19.
- 12 1d
-
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-

- no further showing is required 1o demonstrate that the Transaction will not result in cross-

- subsidization of a noﬁ-uﬁlily associate company or the pledge or encumbrance of utility assets
for the benefit of an associale company.

* In addition, the Supplemental Policy Statement established a safe harbor for transactions

- that are subject to review by a state commission.'?' The Transaction satisfies the requirements
for this safe harbor because the PSA and the APA specifically provide for prior review of the

“ Transaction by the 0CC. "2 The petition for OCC pre-approval of the Transaction will be filed

- with the OCC contemporaneoﬁsly with this Application, which will enable the OCC to review,
inter alia, whether the Transaction violates state-imposed prohibitions on cross-subsidization.'*

- Accordingly, no further showing is required to demonstrate that the Transaction will not result in

- cross-subsidization of a non-utility associate company or the pledge or encumbrance of utility
assets for the benefit of an associate company.

-
K id atP18.

- 2 See Attachment 1, Exhibit I, Section 6.06(b) and 7.01(b) of the PSA and Section 5.06 of the APA; see aiso-

Okla. Stat. tit. 17, § 286(C); Okla. Admin. Code § 165:35-38-5.

= See. e.g.. Okla. Admin. Code, § 165:35-31-20(a) (“A utility shall not subsidize the business activities of
- any affiliate with revenues from a regulated service. A utility cannot recover more than its reasonable fair share of
the fully allocated costs of any transaction or share services™); see also Arkansas Public Service Commission, /nt the
Matter of a Generic Proceeding to Establish Eleciric Affiliate Rules, Regulations for Functionally Separated
Business Activities, and Standards of Conduct, Rules 4.01-4.02 (Jun. 9, 2000). In addition, in approving OG&E’s
reorgenization into a holding company structure in 1995, the OCC explained that the “corporate separation of the
utility and non-utility entities will ensure that all costs of a particular business will be charged to that business and
not become part of OG&E"s costs. To further ensure elimination of any potential for cross-subsidizations of the
- various subsidiaries of the Holding Company, OG&E will adopt and implement formal policies and procedures on
intercompany transactions,” Application of Oklahoma Gas and Electric Co. for an Order Approving the Formation
of A Holding Company and the Execution of an Agreement and Plan of Share Acquisition, Cause No. PUD
950000148 at 5 (Aug. 4, 1995). OCC’s approval of OG&E’s reorganization was conditioned on OG&E’s agreement
“not to ptedge utility company assets or income for affiliate transactions without prior approval by the [OCC).” /d.
at Memorandum of Understanding, at P 5. OG&E further agreed “to provide forty-five (45) days prior notice 10
(the OCC S1afT] of transfers of any utility asset (including intangible) to the Holding Company or other affiliates
- with a new book value or market value in excess of $100,000." /d. at Memorandum of Understanding, at P 4,
OG&E also must provide the OCC “an annual statement of any such transfers of less than $100,000 during the
year ... within ninety (30} days of year-end.” but “if at any time the aggregate of such transfers of assets individually
valued at less than $100,000 during the vear cxceeds $3,000.000, [OG&E must provide within forty-five (45) days)
a statement listing items transferred. valuation method, and individual amount.” /d
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-

- In the event that the Commission concludes that additional information is required 1o

support a determination that the Transaction does not result in the cross-subsidization of a non-

L}

.+ utility associate conipany or the pledge or encumbrance of utility assets for the benefit of an

- associate company, Order No. 669 identified a four-factor test that applicants must satisfy in

- order to address any possible cross-subsidization, pledge, or encumbrance of utility assets

associated with proposed transactions. Under this test, the Commission examines whether a
- . . . . .
proposed transaction results, at the time of the transaction or in the future, in:

- (1)  Any transfer of facilities between a traditional public utility associate
company that has captive customers or that owns or provides transmission service over
jurisdictional transmission facilities, and an associate company;

-

(2)  The issuance of any securities by a traditional public utility associate
company that has captive customers or that owns or provides transmission service over

- jurisdictional transmission facilities, for the benefit of an associate company;

(3)  Any pledge or encumbrance of any assets of any traditional public utility

- associate company that has captive customers or that owns or provides transmission
service over jurisdictional transmission facilities, for the benefit of an associate company;
or

-

(4)  Any new affiliate contract between a non-utility associate company and a
traditional public utility associate company that has captive customers or that owns or

- provides transmission service over jurisdictional transmission facilities, other than non-
power goods and services agreements subject to review under Sections 205 and 206 of
the FPA.

-

Based on facts and circumstances that are known to Applicants or are reasonably

- foreseeable, and as further discussed in Attachment 1, Exhibit M, hereto, Applicants attest that

the proposed Transaction will not result in any cross-subsidization of a non-utility associate

-

company or the pledge or encumbrance of utility assets for the benefit of an associate company.
-
-
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-
- These attestations demonstrate that the Transaction does not raise any concerns with respect to
e 124
cross-subsidization.
L ]
1. Transfers of Facilities.
- The Transaction does not contemplate or include the transfer of any facilities between
- OG&E, a traditional utility company, and an associate company, either at the time of the
Transaction or in the future. As detailed herein, the parties to the Transactions are not affiliated.
-l . e e
2. Issuance of Securities.
- No new securities will be issued by OG&E for the benefit of an associate company in
connection with the Transaction and no such issuances associated with the Transaction are
- *
contemplated in the future.
- 3. New Pledge or Encumbrance.
OG&E will not enter into any new pledges or encumbrances of utility property in
L _J
~ connection with the Transaction, and there are no pians to do so in the future.'?*
- 4. New Affiliate Contracts.
No new contracts between OG&E and its affiliates are contemplated by the Transaction,
-
either at the time of the Transaction or in the future. As noted above, OG&E intends to rely on
- its 51-percent interest in the Redbud Facility to meet its current and anticipated native load
obligations.
[
OG&E relies on competitive solicitations to procure fuel for its entire gas-fired
- generation fleet and intends to secure natural gas for the Facility in the same manner. It is,
- 1 See, e.g.. Entergy Guif States, 121 FERC {61,182 at P 87 (2007); Dwke Power Co., 117 FERC { 62,094 at
64.270 (2006).
128 OG&E does not have any existing pledges or encumbrances of utility property other than various incidental
licns and encumbrances arising in the ordinary course of business. Further detail is contained in Exhibit M of
- Attachment 1.
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-
- therefore, possible that, in the future, an OG&E affiliate could be selected to supply natural gas
for use at the Facility through this competitive bidding process. If an affiliate participates in the
, + competitive solicitation process, it must do so in accordance with specific OCC requirements,
- which also impose specific pricing policies for any subsequent affiliate agreement.'?® This
!
- process protects against any risk of improper cross-subsidies with regard to such fuel supply .
agreements.
- V. INFORMATION REQUIRED BY 18 C.F.R. § 33.2.
- In accordance with Section 33.2 of the Commission’s regulations,'*” Applicants provide
the following information:
“ A. Names and principal business offices of Applicants.
- For Redbud Energy LP: For OG&E:
Redbud Energy LP Oklahoma Gas and Electric
c/o Kelson Energy, Inc. Company
- 6700 Alexander Bell Drive, Suite 360 321 North Harvey
Columbia, Maryland 21046 Oklahoma City, Oklahoma 73101
- B. Names and Addresses of the Persons Authorized to Receive Notices and
Communications
- Person authorized to receive notices and communications regarding this application are
as follows:
-
For Redbud Energy LP: For OG&E:
- Patricia M. Alexander James C. Beh
Deborah A. Carpentier Sameh 1. Mobarek
, Dickstein Shapiro LLP JONES DAY
- 1825 1 Street, N.W, 51 Louisiana Avenue, N. W,
Washington, D.C. 20006 Washington, D.C. 20001
Tel: (202)420-2200 Tel: (202) 879-3939
- Fax: (202) 420-2201 Fax: (202) 626-1700
o See Okila. Admin. Code § 165:35-31-20(d): see also id a1 § 165:35-34-3(c).
- 1= I8C.FR.§33.2
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L
- Email; alexanderp@dicksteinshapiro.com Email: jcbeh@jonesday.com
carpentierd(@dicksteinshapiro.com simobarek@jonesday.com
- Robert I. Janssen
Kelson Energy, Inc. Kimber L. Shoop
6700 Alexander Bell Drive Oklahoma Gas and Electric
- Suite 360 Company
Columbia, Maryland 21046 P.O. Box 321
Tel: (443) 542-5131 321 N, Harvey
- Fax: (443) 346-2508 Oklahoma City, OK 73101
Email: neal.cody@kelsonenergy.com Tel: (405) 553-3023
- : Fax: (405) 553-3198
Email: shoopkl@oge.com
« C. Description of Applicants, including:
- 1. Business Activities of Applicants.
A description of the business activities of Applicants is set forth in Part 1] above and in
“ _ Exhibit A.
- 2. Energy Subsidiaries and Energy Affiliates and their Business
Activities.
- The subsidiaries and affiliates of Redbud Energy and OG&E relevant to the Transaction
are fully described in Part 11 above and in Exhibit B.
-
3. Organizational Charts.
- Because the Transaction will result in a purchase of assets rather than a merger or sale of
a corporate entity, there is no change in the organization of OG&E as a result of the Transaction.
-
Therefore, Applicants respectfully request waiver of the requirement for OG&E to present pre-
- and post-Transaction organizational charts.
4. Description of Business Agreements,
See Exhibit D.
ol
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-
- 5. Common Officers or Directors.
See Exhibit E.
-
.o 6. Description of Customers.
- See Exhibit F. As described in Section IL.B. of this Application, Redbud Energy sells
- ’ energy, capacity and ancillary services pursuant to a market-based rate tariff on file with the
Commission and reports these transactions in the Electric Quarterly Reports required to be filed
- with the Commission. Also, as discussed in Section IV.B., Redbud Energy has no long-term
- power sales agreements that will extend beyond the anticipated closing of the Transaction, other
than certain agreements with OG&E, OMPA and GRDA that will be assumed as a result of the
- Transaction. Redbud Energy, therefore, respectfully request a waiver of the requirements of 18
- C.F.R. § 33.2(c)X6) 1o the extent necessary.
D. Description of Jurisdictional Facilities.
= The jurisdictional facilities affected by the Transaction are described in Part Il above and
- in Exhibit G.
E. Narrative Description of the Transaction.
“ The description of the Transaction is set forth in Parts 11 and III above, and in Exhibit H.
- F. Contracts Related to the Proposed Transaction.
The PSA and APA are attached as Exhibits 1. To the extent necessary, Applicants also
“ request waiver of the requirements of Section 33.2(f)'?® as to other incidental contracts and
- written 'inslrumems that may be entered into by the parties, none of which is inconsistent with the
PSA, the APA, or the description of the Transaction set forth in this Application.'?
-
' 18 C.F.R. § 33.2(f).
- 1 Sve EIF Berkshire Holdings, LLC, 116 FERC 161.273 (2006).
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-
- E. Consistency of the Transaction with the Public Interest.
The facts relied upon to demonstrate that the Transaction is consistent with the public
interest are set forth in Part IV above and in Exhibit J.
- F, Mapsl.l
See Exhibit K,
-
G. Regulatory Orders.
- See Exhibit L. On March 7, 2008, the FTC granted early termination of the waiting
- period under the Hart-Scoti-Rodino Antitrust Improvement Act. Such notification indicates that
neither the FTC nor the Department of Justice intend to investigate the transaction.
“ H.  Cross-Subsidization.
- The Transaction will not result in cross-subsidization of a non-utility associate company
and does not include any pledge or encumbrance of the assets of a traditional public utility with
- captive ratepayers or that owns or provides transmission service over jurisdictional transmission
- facilities for the beneﬁt of an associate company. Support for these conclusions is provided in
Part IV.D. above and in Exhibit M.
“ V1. INFORMATION ON PROPOSED ACCOUNTING ENTRIES REQUIRED BY
SECTION 33.5 OF THE COMMISSION’S REGULATIONS.
. With respect to OG&E, enclosed as Attachment 4 are pro forma accounting entries
- showing the proposed accounting for the Transaction. Because Redbud Energy is not required to
maintain its books of account in accordance with the Commission’s Uniform System of
“ Accounts, Section 33.5 of the Commission’s regulations'*’ is inapplicable to this Application
- e IBC.FR. § 335,
-
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-
- with respect to Redbud Energy, and Redbud Energy requests waiver of any requirement to file
information with respect thereto. "'
VII. VERIFICATION.
- Pursuant to Section 33.7 of the Commission’s regulations,'** signed verifications by
persons having authority with respect thereto and having knowledge of the matters set forth in
this Application are included as Attachment 5.
- VII. REQUEST FOR PRIVILEGED TREATMENT.
- Pursuant to Section 388.112 of the Commission’s regulations,'>* Applicants respectfully
request confidential treatment of the CD-ROM containing CRA International, Inc.’s (“CRA™)
- Competitive Analysis Screening model (“CASm™) and workpapers underlying the Solomon
- Affidavit. The workpapers contain certain confidential, non-public information, and the CASm
is a model that was developed on a proprietary basis by CRA and is not generally available to the
«® public. Thus, in accordance with Section 33.9 of the Commission’s regulations,'** Applicants
- have provided, as Attachment 6 to the Application, a proposed Protective Order, based on the
Commission’s Model Protective Order, under which copies of the CASm model and the
“ workpapers can be provided. In accordance with the Commission’s regulations in Section
- 33.8,'** Applicants submit today three copies of the CD-ROM containing the CASm and the
workpapers. These non-public copies are marked “CONFIDENTIAL WORKPAPERS UNDER
=
o The Commission has granted such waiver in similar circumstances. See, e.g., Midwes! Renewable Energy
- Corp., et al, 117 FERC 1 62,174 (2006); Forked River Power, LLC, 120 FERC { 62,029 (2007); Sunbury
Generation LP, 120 FERC ¥ 62,127 (2007).
12 I18CF.R.§33.7.
- 133 18 C.F.R. § 388.112.
124 18C.FR. §339.
- 1 18CFR.§338.
-
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- 18 C.F.R. § 388.112, PROPRIETARY MODEL OF JULIE R. SOLOMON, OKLAHOMA GAS
AND ELECTRIC COMPANY, AND REDBUD ENERGY LP.”

B IX. CONCLUSION.

- For the reasons sct forth above, Applicants request that the Commission issue an order

- granting: (i) all authorizations necessary for the Transaction described herein; (i) the waivers

requested herein; and (iii) confidential and privileged treatment of the CASm model and the

workpapers submitted as part of this filing,

@M 4&4/\%

Larry F. Eisenstat

Deborah A. Carpentier

Dickstein Shapiro LLP

1825 1 Street, N.W.

Washington, D.C. 20006

Tel: (202) 420-2200

Fax: (202) 420-2201

Email: eisenstatl@dicksteinshapiro.com

carpentierd@dicksteinshapiro.com
Attorneys for Redbud Energy LP

Patricia M. Alexander
Energy Industry Advisor
Dickstein Shapiro LLP
1825 Eye Street N.W.
Washington, D.C. 20006
Tel: (202) 420-2200
Fax: (202} 420-2201
Email: alexande

dicksteinshapiro.com

Dated: March 20, 2008
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Respectfully submitted,

JONES DAY

51 Louisiana Avenue

Washington, D.C. 20001

Tel: (202) 879-3000

Fax: (202) 626-1700

Email: jcbeh@jonesday.com
simobarek(@jonesday.com

Kimber L. Shoop

Oklahoma Gas and Electric Company
P.O. Box 321

321 N. Harvey

Oklahoma City, OK 73101

Tel: (405) 553-3023

Fax: (405) 553-3198

Email: shoopkl@oge.com

Attorneys for Oklahoma Gas and Electric
Company
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ATTACHMENT 1

INFORMATION REQUIRED BY 18 C.F.R. § 33.2
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Exhibit A

Business Activities of Applicants

Applicants’ business activities are described in Part I1 of the Application and in the

Solomon Affidavit in Exhibit J of Attachment 1,

WAL2X6T508 8
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Exhibit B

Energy Subsidiaries and Affiliates

The energy subsidiaries and energy aftiliates of the Applicants that arc relevant to the
Transaction are described in Part 1T ot the Application and in the Solomon Affidavit in Exhibit J

of Atlachment 1.

WAL TR
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Exhibit C

Organizational Charts

As contemplated in Order No. 642, Applicants respectfully request waiver ot the
requirement o present post- and pre-Transaction organizational charts because the Transaction
will result in a purchase of assets owned by a special purpose entity and there is no change in the
organization of OG&F as a result of the Transaction. For the same reason. the Transaction w il
not alter the remaining corporate structure of Kelson Holdings. Applicants also respecttully
request waiver of the requirement that charts showing the pre- and post-Transaction

organizational structure for OMPA and GRDA because OMPA and GRDA are not Applicants,

WAL-2XOTSAEVE
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Exhibit D

Description of Business Agreements

All relevant joint ventures. strategic alliances. tolling arrangements or other business
arrangements between the Applicants relevant to the Transaction are described in Parts 11 and [11

of the Application.

WAI-ZR675080 8
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Exhibit E

Common Officers and Directors

There are no common ofticers or directors between Redbud Encrgy. OG&E, OMPA_ and

GRDA.

WAL 2B6T568 8



Firm Energy

1 Electric Tariff,

Oniginal Vol. 3

Description of Customers

OKLAHOMA GAS & ELECTRIC

Wholesale Customers

Initial term ends on 09-30-2012. and
the agreement continues thercafter for
additional one-y car extensions until
cancelled by either party with a 15
months notice.

Exhibit F

Existing Ratepayer
Protections

The agreement is for a fixed
rate that is unaffected by the
acquision.

Full
Requirements

Power Sales
Taritt. Onginal
Sheet No. 6

03-18-2005

03-18-2005

Initial term ends on 03-18-2006, and
the agreement continues thereatter tor
additional one-year extensions until
cancelled by either party with a 12
months notice.

The agreement is for a fined
rate or a formula rate that is
unaitected by the
acquisition.

East Maple

Il Orlando Public | Full WM-I| 01-13-94 01-21-94 fnitial term of 3 years, and the The agreement is for a
Works Requirements agreement continues thereafter until formula rate that is
Authority cancelled by either party by 30 unaffected by the

months notice.  For customers whose | acguisition
hilling demand has not exceeded 1000
AW in 12 months prior to notice.
notice will not be less than 90 days.
I City of Panis Fiem Energy WM-| 10-24-79 10-1-79 An imitial term of 5 years, and The agreement is tor a

agreement continues thereafter until

formula rate that is

WAL-2ROTSO8E
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months notice,

acquisition,

| ihe City of
Paris,
Arkansas

Firm knergy

Service
Agreement No.
41, FERC
Electric Tariff,
Original Volume
No. 3

12-20-2002

02-1-2003

Initiai term of 3 years, and the
agreement continues thereafter tor
additional one-year terms until
cancelled by either party by (2
months notice,

The agreement 1s for a fiaed
rate or a formula rate that is
unattected by the
acquisition.

Purceli Public
Works
Authority

Finn Encrgy

Power Sales
Taritf, OG&L
FERC Electric
Tanff. Original
Volume No. 3

04-30-2002

06-1-2002

Initial term of 3 years, and the
agreement continues thereafter for
additional one-year terms until
canceled by cither party by 12 manths
notice, Purcell has already given
notice to terminate the agreement,
such termination will be etfectuive on
May 31. 2009 '

The agreement is tor a tixed
rate or a tormula rate that is
unaftected by the
acquisition,

“ United States

¥ Department of
Fnergy {Vance
AFB)

Firm Energy

OAS7-591

05-31-97

05-31-2012

The agreement is for a fined
rate that is unaffected by the
acquisition.

Arkansas Full wW(-1 09-23-96 12-1-96 No termination effective prior to 12- The agreement is tor 4 fixed
Valley Electric | Requirements 1-2001, unless notice to terminate by rate or a formula rate that is
Covoperative AVEC is given on or after date which | unaftected by the

i

WAL-280T7568.8

On April 2, 2007, Purcell, one of OG&E's wholesale customers, notified OG&LE of its intent to terminate its reguirements contract with OG& b
in order to seck alternative suppliers. The contract’s tenn renews annually on June | pursuant to an evergreen provision, and can be terminated by either party
with written notice to the other party submitted not less than 12 months prior to the end ot any current term. However, after providing OG&E with notice of its
intent 1o terininate the contract in accordance with its terms, Purcell has indicated that 1t wants 1o continue its arrangements with OG&E until it contracts with
alternative suppliers and secures the requisile transmission service from SPP to deliver power from such suppliers. As a result. 1tis unclear at this stage it or
when Purcell will terminate the supply contract with OG&E.
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flective
date for an increase in rates, then
cither party can wriminaw the
agreement by 30 month notice.

Erxisting Ratepayer
Protections

acquisition.

| Mississippi
Delta Energy
Agzency

Firm Energy

Power Sales
Tariff, OG&E
FERC Electric
Tarift, Original
Volume No. 3

04-13-2004

05-1-2004

Initial term of § years, then the
agreement continues thereafter tor
additional onc-vear terms until
cancelled by either party with 12
months notice,

The agreement is for a fixed
rate or a formula rate that is
unaftected by the
acquisition.

¥ Oklahoma
Municipal
Power

| Authority

Firm Encrgy

Power Sales
Tariff Service
Agreement

07-09-2004

07-09-2004

NA

The agreement is for a fixed
rate that is unatfected by the
acquisition.

{ Oklahoma
Municipal
Power
Authority

Firm Energy

Power Sales
Tariff Service
Agreement

1-1-2004

12-31-2013 unless terminated carhier
by mutual agreement,

The agreement is tor a tised
rate or a formula rate that is
unattected by the
acquisition.

Watonga.
Oklahoma

WAL2EaTI6RVE

Full
Requirements

WM-1

Initial term of § years, then the
agreement continues thereafter for
additional five-year terms until
cancelled by cither party with 24
month notice. Notice shall not be less
than 90 days for any customer whose
hilling demand has not exceeded 1000
kW in any |12 month penod prior to
cancellation notice.

The agreement is for a fiaed
rate or a formula rate that is
unaftected by the
acquisition.
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Exhibit G;

Description of Jurisdictional Facilities

OG&E owns jurisdictional transmission facilities, generator-related interconnection
facilities, wholesale power sales tanffs. rate schedules. service agreements. and related bouoks
and records. Applicants provided in Part I of the Application. in the Langston Testimony in
Attachment 2, and in the Solomon Affidavit in Attachment 1, a description of the jurisdictional
facilities relevant to the Commission’s evaluation of the Transaction. Applicants request waiver

. . Ve . . - , . |37
of the need to describe any facilities not implicated or atfected by the proposed Transaction.

e l'he Commission has approved similar requests. See Frederickson Power, 1P 100 FERC € 62,112 (2002);

Cogeniriv Batesvitle, L4094 FERC €62.208 (2001).

WALZRATARNE
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Exhibit H

Narrative Description of the Transaction

A narrative desceription of the Transaction is set forth in Parts 11 and LI of the Application
and in the Langston Testimony in Attachment 2 and the Solomon Affidavit in Exhibit J-1 of

Attachment 1.

WAL2ZX6TE0KL§
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Exhibit 1

Contracts Related to the Transactions

The contracts related to the Transaction are the Purchase and Sale Agreement, dated
January 21. 2008. by and between OG&L:. Redbud Fnergy. Redbud Energy 1 LLC. Redbud
Energy 1L LLC. and Redbud Encrgy (1I. L1.C. and the Asset Purchase Agreement, dated January

21. 2008. by and between OG&E. OMPA, and GRDA. Copies of both contracts ure provided in

Volume 2 of this Application.

WA-IRETIOEK
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Exhibit J-1

UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Oklahoma Gas and Electric Company Docket No. EC08-___-000

Redbud Energy LP

— e

AFFIDAVIT OF JULIE R. SOLOMON

INTRODUCTION e coeevevesversssoressessssssestsssssssssssassssssssestssssasssrssssrassssssassstsssssssssssssnss ssssassorestassassacsesioss 1
SEMMARY OF CONCLUSTONS .o vcvrscnicenisisssissnnsssensmssstsassisssasssssrsssssssssassassessssassstssssssssasses 2
DESCRIPTION OF TRANSACTING PARTIES caerverreentinssisnisssssenanssssnnsnsssssssnstssssnisississ 7
[ T ET. 4 ST T TO SO O PO OSSO TS OT P PSSR P ST PETERNP R TISELAS 7
Redbud Energy and 115 ATTHAES ..o e e 8
IR A oottt bRt Rt 9
OIM P A o e e aaee bt e et AR e e e s 10
FRAMEWORK FOR THE ANALYSIS o initiniiessnssnssissssiisnisiesaasssisissssssrsssssassesesies 10
COMPEHtVe ANATYSIS SCICEIL ovvri oot e 12
Relevant PTOAUCT MATKES .. ooiit it veeeeie e e e eee s e s e bbb e st 13
Relevant Geographic Markers ... 14
Description Of MEthodolOBY .....o.ovirii it 16
IMPACT OF THE TRANSACTION ON COMPETITION...iniinniitinesrcsnesssssanarasanse 21
HOTIZONTA] MATKCEPOWEE <ottt et st r e sb ettt eb b 21
VIl MATKOT P OWCT e oo itieeees ettt e e e st es s e r b e 35
CONCLUSTON. ot e eirssirsesssssrasseesesessstsassassssnssssssssessassssess sssssssssssssss sH1sases osas s sasas sasnsss 10t ssssasss seces 37
INTRODUCTION

My name is Julie R. Solomon. 1 am a Vice President at CRA International, Inc.
("CRA™). My busincss address is 1201 F Street, N.W., Suite 700, Washington, DC 20004-1204.
A large portion of my consulting activities involves electric utility industry restructuring and the
transition from regulation to competition. 1 have been involved extensively in consuiting on

market power issucs concerning mergers, other asset transactions and market ratc apphications. |
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Exhibit J-1

have filed a number of atfidavits before the Federal Energy Regulatory Commission ("FERC™ or
“Commission”) in connection with clectric utility mergers, the purchase and sale of junsdictional
assets, applications for market-based rates, and triennial updates. My resume is included as

Exhibit J-2.

I have been asked by counsel for Oklahoma Gas and Electric Company ("OG&L™) and
Redbud Energy LP (“Redbud Energy™ (collectively “Applicants™) to cvaluate the potential
competitive impact on clectricity markets of a proposed transaction under which OG&L will
acquire Redbud Energy.' and subscquently convey a 36 percent undivided interest in the Redbud
generating facility ("Redbud™ or “Redbud Facility™) to Grand River Dam Authonity ("GRDA™)
and a 13 percent undivided interest to Oklahoma Municipal Power Authority (“OMPA™)
(collectively, the “Transaction™). Redbud is a 1.195 MW natural gas-fired combined cycle
facility located in the OG&FE balancing authority arca.” Following the Transaction, Redbud will
be owned 51 percent by OG&E (610 MW), 36 percent by GRDA (430 MW) and 13 percent (155
MW) by OMPA.

My affidavit addresses both potential horizontad and vertical market power effects of the
Transaction. The potential horizontal market power effects are those ansing from the
combination of the Redbud Facility with generation owned or controlled by OG&E, GRDA and
OMPA that theoretically could enable the buyers to increase prices in clectricity markets. The
potential vertical market power effects arise from barriers to entry that might undercut the
presumption that long-run generation markets are competitive and, more generally, the potential
to use control over tuel supplies, fuel transportation facilitics, or clectric transmission 1o cxert

vertical market power by increasing rivals’ costs.

SUMMARY OF CONCLUSIONS

My analysis indicates that the Transaction docs not raise competitive concerns for the

following reasons:

Speaifically, OG&FE is acquiring 100 percent of the partnership interests in Redbud Energy that are held by
Redbud Energy 1, il and 1], LLC, each of which is an indirect subsidiary of Kelson Holdings. LLC {*Kelson™).

2
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Exhibic -1

First. OG&E. GRDA and OMPA are buying their respective shares of Redbud in order to
meet their load and reliability requirements, and without this purchase cach would be capacity
short. QOG&E, GRDA and OMPA are obligated to secure gencrating resources necessary 1o meet
their native and requirements loads and reliability obligations.  Indeed. each of these entities
currently has a contract for portions of the Redbud output: OG&L has contracted for 300 MW,
GRDA for 150 MW, and OMPA for 80 MW in 2008 Absent their existing contracts with
Redbud Encrgy or replacement contracts, each entity requires additional generating resources.
Any supply in excess of load and rescrve requirements resulting from the purchase of the
Redbud Facility, reflecting the “lumpiness™ of generation additions, is short-lived.  OG&E's
expected Joad growth will climinate any temporary excess supply by about 2012, GRDA and
OMPA similarly will require additional resources beyond the Redbud purchase by about 2015

and 2010. respectively.

Second, cssentially all wholesale customers located within the OG&E and GRDA
balancing authonty arcas® are alrcady scrved under long-term arrangements, so that any
competitive concern about the impact of the Transaction on customers is purcly theoretical *
With the exception of OMPA. all wholesale customers within the OG&E balancing authority
area are requirements customers of OG&E." These customers therefore are not participants in
wholesale markets. GRDA and OMPA are statc governmental agencics that transmit and deliver
¢lectricity to citics and towns that own their own electric systems and are served under long-term

agrecments with the state agencics.

* Unless otherwise indicated. gencrator ratings referred 10 here and elsewhere in my testimony reflect summer
ratings. Redbud’s winter rating is 1.270 MW,

OG&E's and OMPAs contracts cover the June through September period, while GRDA's comtract is year round.
[ treat these contracts as part of generation owned or controlled by OG&E. GRDA and OMPA pre-Transaction.

OMPA docs not operate a balancing authority area, and its load is located in both the OG&E batancing authonity
area. as well as in two balancing authority areas interconnected with OG&LE, as discussed below.

The pricing provisions for each of the wholesale contracts is provided in Exhibit F of the Application. All of the
contracts are priced cither on a fixed or formula rate basis that 1s unatlected by the Transaction, These comracts
also include a tuet adjustment clause.

Some of OG&E's wholesale customers also receive a entitlement of power from the Southwestern Power
Admimstration (“SPA™Y tederal hydroelectric resources.

3
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Exhibit J-1

Third, OG&L does not have authority to make wholesale sales at market-hased rates
within the OG&T balancing authority arca. Post-Transaction, any bilateral whoelesale sales made
within the OG&E balancing authority arca from OG&E's acquired share of Redbud will be
subject 1o cost-based rates. as is the case with respeet o any sales OG&E currently makes.
Since OG&E cannot sell at market-based rates, OG&FE has no incentive to usce any perceived
increase in generation market power to raise market prices within its balancing authonty arca
(and its cost-based rates are presumed to be just and reasonable). notwithstanding the fact that
there are no applicable loads at nisk. as alrcady noted.  For sales into the Energy Tmbalance
Service (“EIS™) market of the Southwest Power Pool, Inc. (*SPP™), all market participants have
been granted author:ty to sell at market-based rates” OG&E also submitted revisions 1o its
market-based rate taniff to be able to sell into the SPP EIS market at market-based rates.” In any
cvent, all ot OG&E's off-system sales, including those into the EIS market, are subject o sharing
mechanisms with ratepayers such that OG&T is able to retain just a smail portion of the profits
on such sales.'® These arrangements severely reduce any incentive for OG&E to exercise market

powecr.

Fourth, the Redbud Facility represents only a small portion of the gencrating capacity
located in the footprint of the SPP EIS market, and there is significant competing supply of
stmilar combined-cycle plants in and around the SPP. There is about 47,000 MW of generating

capactty in the footprint of the SPP EIS market,'" and. hence, the Redbud Facility accounts for

The Commission conditionally granted (G&E cost-based rate authority based on a mitigation plan.  (klahoma
Gus and Electric Company, 114 FERC 961,297 (2006).

Y The KIS market began operation February 1, 2007, The Commussion allows all market participants to sell at
market-based based rates in the EIS market. (See Southwest Power Pool Inc, 114 FERC 9 61,289 (2006)) at P.
203

[}

See filing of Oklahoma Gas and Electric Company in Docket Nos. ER98-511-008 and ER97-4345-020 (July 25,
2006 and Aug. 25, 2006). The Commission has not vet acted on this filing.

' Based on sharing mechanisms approved and administered by the respective regulatory commissions, OG&F is

required to credit reta) customers 80 percent in Oklahoma and 100 percent in Arkansas of protits from off-system
sales. These sharing mechanisms reduce any incentive for OG&LE to increase market prices because sharcholders
capture at most only 20 percent of any gains from their off-system sales,

The incentives of GRDA and OMPA, as state municipal government agencies. are to keep market prices low.
There are no sharcholders.

The SPP has a number of different “tootprints”  based on the service being provided through the SPP. There s
about S7.000 MW of generation in the SPP Regional Reliability Organization ("SPP RRO™), such that Redbud’s

4
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only about 3 pereent of this SPP capacity. More than 8.000 MW of this SPP generating capacity
consists of natural gas combined-cycle units having vintages and operating characteristics similar
to Redbud. and there is almost 20,000 MW of such gencration that has been added in the
geographic arca consisting of balancing authonty arcas first-tier to the OG&LE balancing
authority area between 2000 and 2006. The Transaction does not signiticantly diminish the

competitive supply avatlable in the broader market.

Fifth, despite some screen tailures reflected in the numerical results of the Competitive
Analysis Screen | performed, these other facts and evidence support a finding that the
Transaction does not raise competitive concerns.  The Competitive Analysis Screen 1s casily
passed for both Economie Capacity ("EC™) and Available Economic Capacity ("AEC™) in the
SPP EIS market footprint.  AEC is the more relevant measure in the context of this
Transaction.”” The market is unconcentrated to moderately concentrated and any increases in the
Hertindahl-Hirschman Index ("HHI™) are small."’ In the smaller balancing authority areas. the
Competitive  Analysis Screen also 18 passed i all balancing authority arca markets

intcreonnected to either OG&E or GRDA.  The Delivered Price Test (“"IDPT™) confirms that

capacity is about 2 percent of the installed capacity. For my analysis. | have focused on the smaller SPP E1S
footprint that mcludes only the members who are participating in the SPP's FIS market. (There s currently a
proceeding before the Commission that would allow direct participation in SPP’s EIS market by entities outside of
the SPP EIS ftootprint which, if implemented, would broaden the geographic scope of participants in the market
(see Docket Nos, FROG-451 ef wl))

Markets in Oklahoma, as well as in the SPP region more generaily, have not been restructured. there 15 no retail
access, and OG&E (as well as GRDA and OMPA) maintains significant native load obligations with no
expectation that the market will be restructured in the future to e¢liminate such obligations. Thus, AEC 15 the
relevant measure, as the Commission has recently recognized in several recent Orders.  See note 22 infra,
Nevertheless, [ also have conducted the competitive analysis screen for the EC measure and the results are shown
n applicable exibuts,

To determine whether a proposed merger requires further investigation because of a potential for a significant anti-
competitive impact. the DOJ and FTC consider the level of the HHI after the merger (the post-merger HHL) and
the change in the HHI that results from the combination of the market shares ot the merging entities. Markets with
a post-merger HHI of less than 1000 are considered “unconcentrated.” The DOJ and FIC generally consider
mergers in such markets to have no anti-competitive impact. Markets with post-merger HiIs of 1000 to 1800 are
considered “moderately concentrated.” In those markets, mergers that resuit in an HHI change of 100 points or
less are considered unlikely to have anti-competitive effects.  Finally, post-merger HHIs of more than 1800 are
considered to indicate “highly concentrated’™ markets. The Guidelines suggest that in these markets, mergers that
merease the HT by 50 points or less are unbikely to have a significant ant-competitive impact. while mergers that
increase the HHI by more than 100 points are considered hikely to reduce market competitiveness. (See U S
Department of Justice and Federal Trade Commission, Horizontal Merger Gradelines {Apnl 2, 1992), amended
i7)

n
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OG&E, GRDA and OMPA cach has litile, it any. AEC available to compete 10 any relevam
market under most svstem conditions.  On the other hand, gencration attiliated with Redbud
Encrgy (including the Redbud Facility itselt) has a significant share of AEC, particularly in the
QG&E balancing authority arca where Redbud is located.  As a result, | tind that duning some
time periods the ctfect of the Transaction is to transfer capacity from one supplier with a
relatively high ALEC market share (Redbud Fnergy and its affiliates) to three entities with
relatively small AFC market shares (OG&E, GRDA, and OMPAY), thereby deconcentrating the

releyant markcets.

Nevertheless. there are screen failures in the base case analysis of the OG&E and GRDA
balancing authority arcas where [ use a simultancous import limit (“SIL™) calculated by OG&E
transmission personnel.  These results are driven, wn part. by the fact that the market size is
changing from pre- to post-Transaction.  HHIs typically are intended to be a static measure,
merely reflecting shitts in market share rather than changes in market size. In the instant casc.
however, the market size does change (for a few reasons, which T discuss below. including
changes in transmission import capability) and, as a result, there are significant HHI changes
{both positive and negative). | also conducted an alternative analysis based on different
assumptions about import capability into the OG&E balancing authority area, again based on a
transmission study conducted by OG&E personnel and explained in more detail below, and
found that under this alternative, the HHI screen for AEC is passed in all but one time period in
the OG&E balancing authority area (a nominal violation in the Shoulder scason that is ehminated
under slightly different treatment ot the pre-Transaction contracts with Redbud Energy). Finally,
given that GRDA’s ownership share of the Redbud Facility post-Transaction exceeds its short-
term needs to meet load and reliability obligations in the GRDA balancing authority arca, | also
analyzed the results assuming that GRDA’s share of Redbud in excess of its short-term nceds
remains in the OG&E balancing authority area. In this case, there are no screen violations in the
OG&E balancing authority area and only violations in only two time periods in the GRDA

balancing authority area.

Sixth, OG&E will commit to transmission upgrades if the Commission requires 1t to do
s0 as a condition of Transaction approval. Although the only evidence of competitive harm

resulting from this [ransaction is grounded in the HHI results, OG&F has agreed to undertake

6
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certain transmission apgrades that will increase the SIL into the OG&L balancing authority area,
should the Commission deem it necessary (o do so. These upgrades would also inerease the
transfer capability into the GRDA balancing authority arca. With these transmission upgrades,
the Competitive Analysis Screen for AEC is passed in both the OG&E and GRDA balancing

authority arcas.

Finally, therc are no vertical market power concerns raised by this Transaction. The only
transmission assets transferred as a result of this Transaction are those necessary to connect
Redbud to the clectric grid. OG&E and GRDA are transmission owners, but their clectric
transmission systems are controlled by the SPP, and OMPA is not a transmission owner."* None
of OG&E. GRDA or OMPA has control over essential fuels or delivery systems. Only OG&E 1s
atfiliated with a natural gas company, which operates an intrastate natural gas pipeline systen i
Oklahoma and delivers natural gas to a limited number of rival generators located in balancing
authority areas interconnected to OG&E. Redbud does not receive gas transportation from
OG&E"s pipeline.  There are numerous other pipelines in Oklahoma and the surrounding states
to which new gas-tired generators could connect. Finally. concerns of dominant control over
power plant sites for new capacity development in relevant markets also are not present.
Oklahoma and the regions surrounding it have experienced a robust market for the development
of generation. and the substantial new cntry of additional generation demonstrates the absence of

entry barriers.

DESCRIPTION OF TRANSACTING PARTIES

OG&E

OGE Energy Corp.. OG&E's parent. is an encrgy and energy services provider of both
clectricity and natural gas in the south central United States. OG&E generates, transmits,
distributes and sells clectric energy in Oklahoma and western Arkansas. OG&E 1s subject to state
regulation by the Oklahoma Corporation Commission (“OCC™) and the Arkansas Public Service
Commission (“APSC™). OG&E serves more than 762,000 retail customers across 30,000 square

miles in Oklahoma and western Arkansas, and a number of wholesale customers throughout the

QG&E customers pnmarnly take service under the SPP Open Access Fransmission Tanff, although there remain a

few grandfathered wholesale requirements customers that take service under OG&E™s OATT, as discussed below.

7



<UUBU324-0014 FERC PDF (Unofficial) 03/20/2008

Exhibit J-1

region. OG&E owns approximately 2,600 MW of coal-fired generation, 3.500 MW of natural gas-
fired plants (the majority of which are older. high incremental cost facilitics), and 120 MW of wind
gencration.  OG&E «lso has approximately 500 MW of gencration under long-term contract, in

addition to the 300 MW contracted from Redbud Energy. Sce Exhibit J-3.

OG&E is dircctly interconnected with clectric utility operating balancing authority areas in
SPP, including American Electric Power (the “AEP West™ balancing authority arca), GRDA. SPA,
Wostar (“WR™. and Western Farmers Electric Cooperative (“WFEC™). OG&}: is also dircetly
interconnected to Fwergy Corp. (“Entergy™) and Associated Electric Cooperative. Inc. ("AECTY),

which are located in the SERC Reliability Corporation (“SERC™).

OG&E's affiliate, Enogex Inc. (“Enogex™), produces, gathers, processes. transports,
markets and stores natural gas; and produces. transports, and markets natural gas liquids in
Oklahoma. Arkansas and west Texas, Enogex has natural gas gathering, processing, transmission
and storage operations in the major gas producing basins of Oklahoma.  Enogex operates an
intrastate pipeline system that provides gas to some of OG&E's gas fired gencrating facilitics, to
six gas-fired generators owned by AEP, and to three unattiliated merchant generators all located in

the intcreonnected AEP West balancing authonty arca,

OGE Energy Resources, Inc. (“OERI™) markets natural gas and provides encrgy related

services. OERI does not own or control any clectric gencration.

Redbud Energy and its Affiliates

Kelson indirectly owns Redbud Encrgy and three other gencration companies: Dogwood
Encrgy LLC, which owns and operates the 620 MW Dogwood facility located in the Missouri
Public Service (*MPS™) balancing authority area: Cottonwood Energy Company, LP, which owns
and operates the 1,230 MW Cottonwood tacility [ocated in the Entergy balancing authority area;

and Magnolia Encrgy Company LP, which owns and operates the 920 MW Magnolia facility
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located n the Tennessee Valley Authority (*“TVA™) balancing authority arca.'”  Westar Power

Marketing, Inc. currently markets the output of the Redbud and Dogwood facilities.

Kelson 1s owned by Harbinger Capital Partners Master Fund 1. Ltd. and Harbinger Capital
Partners  Special  Situation Fund, LP  (collectively “Harbinger™).  Harbinger also  owns
approximately 21 pereent of the common stock of Calpine Corporation (“Calpine™) and has
approsal from the Commission to acquire up to a 40 percent share.'® For purposes of my analysis,
I have treated Calpine's generation as aftiliated with Harbinger.”  Subsidiaries of Calpine own
generation throughout the United States.  Of particular relevance to my analysis, subsidiaries of
Calpine own and operate generating facilities located in the AEP West and Entergy balancing
authonty arcas. namely the Oneta Energy Center (1082 MW) and the Pryor Power Plant (112
MW) in the AEP West balancing authority arca:'® and the Pine Bluff Encrgy Center (184 MW)
and the Carville Fnergy Center (449 MW) in the Entergy balancing authority area. A summary of

the generation attributed to Kelson and Redbud Energy is provided in Fxhibit J-3.
GRDA
GRDA provides wholesale electricity to 20 wholesale customers located in its balancing

authority area in Northeast Oklahoma. Most are full-requirements customers, including some

who own generation that they sell to GRDA; two are tull-requirements customers for specific

A Redbud atfibate, Ketson Energy 11 1.1.C. was recently approved as the stalking horse bidder in the proposed
sale of Southaven Power LLC (“Southaven™ at a bankruptey auction. Southaven owns an 810 MW combined-
cycle natural gas-fired power plant located in DeSoto County, Mississippi. and interconnected to both Entergy and
TVA. T have not attnbuted this generation to Kelson in my analysis.

Harbinger also has acquired approximately 9 percent of the common stock of Mirant Corporation (“Mirant™).
None of the generation owned by Mirant is located in or near any market relevant for this Transaction. Other
Harbinger investments in the utility industry are in Foreign Unlity Companies, in markets not relevant to my
analysis. or are holdings of less than S percent.

While Harbinger's ownership of Calpine shares exceeds the 10 percent tevel at which the Commission rebuttably
presumws control, Calpine and Harbinger submitted to the Commission that Harbinger would not have control over
the Calpine public unlines as Harbinger would not control decision-making over sales of electric energy from the
Calpine public utiihes. See Calpine Corporation and Its Public Utlity Subsidianes, Harbinger Capital Partners
Muaster Fund [ Ltd.. Harbinger Capital Partners Special Sttuations Fund, L.P.. SPO Pantners I, L.P., and San
Franaisco Partners 11, 1P, Joint Application for Approval Under Section 203 of the Federal Power Act, Docket
No. FCOR-15-000 at pp. 25-26 (filed Nov. 16, 2007).

The output of the Proor Power Plant previously was sold under fong-term contract 1o OG&E, however |
understand that the contact was erminated December 31, 2007

9
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loads under contract; and one owns gencration that supplements its requirements contract with
GRDA.  In addition. there are other wholesale customers located in the GRDA balancing
authority arca who are full-requirements customers of either KAMO Electric Cooperative or

AEP.

GRDA operates a balancing authority that is interconnected to the OG&E balancing
authority area as well as to WFEC, AEP West, SPA, and Empire Electric District (“EDE™), all
tocated in the SPP. and to AECT, located in SERC.

GRDA owns approximately 1,300 MW of generation, mostly hydroclectnic generation or
coal-fired facilitics. In addition, GRDA is currently purchasing 150 MW of the output of the

Redbud Facility. A summary of GRDA’s generation is provided in Exhibit J-3.

OMPA

OMPA provides wholesale clectricity to 35 Oklahoma cities and towns that own their
clectric systems. All of OMPA’s wholesale customers are full-requirements customers subject to
long-term contracts, although some also receive an allocation of power from SPA. OMPA has

no retail customers.

OMPA does not operate a scparate balancing authonty arca, and its customer service
territory includes customers located within the OG&E balancing authority arca as well as in AEP
West and WEFC,  The majority of OMPA's load and resources are located in the OG&E
balancing authority arca.  OMPA owns about 400 MW of generation. plus purchases
approximately 250 MW, including 80 MW from the Redbud Facility. A summary of OMPA’s

generation is provided in Exhibit J-3.

FRAMEWORK FOR THE ANALYSIS

Market power is the ability of a firm profitably to maintain prices above competitive
levels for a signiticant period of time. Market power analysis of a merger proposal examines
whether the merger would cause a material increase in the merging firms’ market power or a
sigmticant reduction in the competitiveness of relevant markets. The focus 15 on the effects of
the merger, which means that the merger analysis examines those business areas in which the
merging firms are competitors.  This is referred to as honizontal market power assessment.  In

10
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most mstances. a merger will not affect competition in markets in which the merging tirms do
not compete. For purposes of my analysis. [ treat the proposed Transaction as a merger that will
combine the respective shares of the Redbud Facility with generation assets attributed 1o OG&E.,
GRDA and OMPA. In the context of the proposed Transaction, theretore, the focus is properly
on those markcts in which OG&E. GRDA, OMPA and Redbud Energy arc actual or potential
competitors. The analysis is intended to measure the adverse impact, if any. of the chimination of

a competitor as a result of the combination.

Potential vertical market power effects of the merger relate to the merging firms” ability
and incentives to usc their market position over a product or service to affect competition in a
related business or narket. For example, vertical effects could result it a merger created an
opportunity and incentive 1o operate transmission in & manner that created market power for the
generation activity of the merged company that did not exist previously. The Commission has
identified market power as also arising from dominant control over potential generation sites or
over tuel supplies and delivery systems. Such dominant control could undercut the presumption
that long-run generanon markets are competitive and could injure competition by raising rivals’

cOsts,

Understanding the competitive impact of a merger requires defining the relevant market
(or markets) in which the merging firms participate. Participants in a relevant market include all
suppliers, and in some instances potential suppliers, who can compete to supply the products
produced by the merging partics and whose abtlity to do so diminishes the ability of the merging
partices to increase prices. Hence, determining the scope of a market is fundamentally an analysis
of the potential for competitors to respond to an attempted price increase. Typically, markets are
defined tn two dimensions: geographic and product. Thus, the relevant market is composed of
companies that can supply a given product (or its close substitute) to customers in a given

geographic area.
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Compctitive Analysis Screen

In December 1996, the Commission issued Order No. §92.' the “Merger Policy
Staterment,” which provides a detailed analytic framework for assessing the horizonal market
power arising from electric utility mergers.  This analytic framework is organized around a
market concentration analysis.  The Commussion adopted the DOJ/FTC fHorizontal Merger
Guidelines for measuning market concentration levels by the HHL. On November 15, 2000, the
Commission issued its Revised Filing Reguirements Under Part 33 of the Commission’s
Regulations in Order No. 642, which affirmed the screening approach to mergers consistent with
the Appendix A analysis set forth in the Merger Policy Statement. and codified the requirement
to file a screen analysis, and the exceptions thereirom.  The Commission recently issued
additional guidance to confirm that applicants are expected to trame their arguments regarding
the effect on competition in terms of a theory of merger- or acquisition-related harm to
competition and. further, that while the DPT and its HHI metrics serve as a useful tool or screen
to identify mergers or acquisitions that may harm competition, the Commission’s analysis

. 2
extends beyond the numerical screens.™

Appendix A of the Merger Policy Statement, the Competitive Analysis Screen, specifics
a “delivered price” screening test (DPT) to measure EC, defined as energy that can be delivered
into a destination market at a delivered cost less than 105 percent of the destination market price.
The screening test also provides tor an analysis of AEC, defined as energy that meets the
dehivered price test, but that is over and above that required to mcet native load, long-term
contractual obligations, such as requirements load, and other obligations that commit an entity’s
generation resources.  The DPT is intended to be a conservative screen to determine whether
further analysis of market power is necessary. It the Appendix A analysis shows that a company
will not be able to exercise market power in the markets where its gencration is located and its
first-ticr destination markets, it generally follows that the applicants will not have market power

in more broadly defined and more geographically remote markets.

19 - . . .o . . . vry
Ingrin: Concernimg the Comm'n’s Merger Policy Statement Under the Federal Power Act, FERC Siats. &

Regs. € 3[ 044 (1996) (“Order No. 8927), reh g denicd, 79 FERC T 61.321 (1997) (“Merger Policy Statement™).

2n

FPA Section 203 Supplemental Policy Statement, 72 Fed. Reg. 42,277 (Aug. 2, 2007), FERC Stats. & Regs. ¢
31,253 (2007). and (hder on Claritication und Reconsideration, (1122 FERC 61,157 (200%),

12
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The screen is the first numerical step in determuning whether there is a need for further
investigation. It a proposed merger passes the Appendix A screen. the inquiry generally s
terminated. [t the screenimg test is not passed, leaving open the issue of whether the merger will
create market power the Commission invites applicants to propose mitigation remedies targeted

to reduce potential anti-competitive eftects to safe harbor levels.

Relevant Product Markets

The Comnussion generally has been concerned with three relevant product markets: non-
firm cnergy. short-term capacity (firm energy) and long-term capacity.”' Both EC and AFC are
used as measures of cnergy.  The Commission’s current policy does not specity required
analyses of capacity markets as such. Order No. 642 dirccts Applicants to analyrze relevant
ancillary services markets (specifically, reserves and imbalance energy) “when the necessary
data arc avatlable.™ There are currently no formal ancillary services markets in the SPP and

balancing authority markets that I analyze.

As noted, under the EC and AEC Capacity measures, capacity that is attributed to a
market participant is that capacity controlled by it that can reach the destination market. taking
transmission constraints and costs into account, at a price no higher than 105 percent of the
destination market price. The two mcasures differ merely as to the treatment of capacity used to
meet native load requirements and other commitments.  The Commission has determined that
long-term capacity rnarkets are presumed to be competitive, uniess special factors exist that Himit

the ability of new gencration to be sited or receive fuel.

AFLC is the relevant measure in the SPP as well as in the balancing authority markets |
examine, because all load-serving entities retain the obligation to plan for and procure resources

required to serve their load reliably. The Commission has accepted this view that AEC is the

.
b . . _
The market for long-term capacity generally does not need to be analyzed because the Commission has concluded

as a genenc matter that the potential for entry ensures that the long-term capacity market 1s compelitive  See
Promuting Wholesule Competition Through Open Access Non-discriminaton: Transmission Services by Public
Llities, Recovery of Stranded Costs by Public Utilities and Transmitting Utilities, Order No, 888, FERC Stats. &
Regs., ¥ 31.036 (19496). The presumption that long-term capacity markets are competitive can be overcome if the
applicants have dorinant control uver power plant sites or fuel supplies and delivery systems.  This exception is
addressed below.

13
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relevant measure when significant native load obligations remain and there is no expectation that
i

the markets of concern will be restructured in the tuture to eliminate such obligations.

Relevant Geographic Markets

Traditionally, the Commission has defined the relevant geographic markets as centered
on the applicants and on utihtics directly interconnected with the applicants, reterred to as first-
tier utilities.  Both Order No. 592 and the Revised Filing Requirements continue to define the
relevant geographic imarket in terms of () balancing authonty arcas in which applicants control

. - N . . RE]
generation and (b) first-tier destination markcts.”

Further. in a merger context, the Commission considers as potential additional destination
markets other utilitics that historically have been customers of the applicants. T reviewed
historical data on OG&FE and Redbud’s purchases and sales in order to analyz¢ whether there are
any other relevant markets that need to be analyzed.  In their Electric Quarterly Report
(*EQR™)™ filings for 2006 and 2007, both Redbud Energy and OG&T report all of their sales at
the OKGE Point of" Delivery Balancing Authority (*POD-BA™).  With respect to Redbud
Energy’s sales, it 1s not evident from the EQRs where the final sale was actually made, hecause,
given the marketing agreement between Redbud Encrgy and Westar, Redbud Energy reports its

customer tor all sales cither as Westar or the SPP EIS market. However, Westar subscquently

> See Duke Power Company, L1C, 117 FERC 1 62,094 (2006), Nevada Power Company, 113 FERC % 61,265
(2005), Westar Energy ine . 115 FERC 961,228 (2006). reh e, 117 FERC € 61011 (2006), rehe, 118 FERC
61,237 (2007 Aguita. fnc.. 117 FERC % 61.276 (20063, National Grid plc. 117 FERC T 61,080 (2006); Great
Plains Energy Incorporated, 121 FERC 9 61,069 (2007); Entwergy Gulf Stutes, Inc., 121 FERC 9§ 61,182 (2007),
Enteryy: Arkansas, Inc., 122 FERC 1 62,071 (2008).

While SPP has been a Commission-approved RTO since October 1. 2004, and has established a real-time market
with Commussion approved market monitonng provisions {Southwest Power Pool, Inc., 109 FERC 94 61.009
12004) (“RTO Order "), order on reh g 110 FERC 1 61,137 (2003)). parties throughout the SPP footprint continue
10 have individual loud and reliability obligations.

7 Inguiry: Concerning the Commission s Merger Policy under the Federal Power Act: Policy Stutement, Order No
592 € 31.044 at 30,119 (1996); Revised Filing Requirements under Part 33 of the Commission’s Regulations,
Order No. 642, 31,111 at 31.910-11 (2000).

24

I reviewed EQR filings for 2006 and 2007 and the data are included in my workpapers. | also reviewed OG&E's
purchases and sales as reported in its 2006 FERC Form | (pages 326 and 327 (“System Purchases from Others'™)).
['he data reported in these forms confirm that OG&E makes very few short-term energy sales, consistent with the
DPT analvsis that | have conducted. For example, in its FERC Form 1, OG&E reports only about 46,000 MWh of
~iles categonized as Other Service ("OS8™). which in the Form | specifies short-term sales. In contrast. OG&F had
ahout 930,000 MWh of OS purchases. Thus, OG& L was a net buver in the market.

14
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may market the power outside ot the balancing authority area. [ understand that, in 2006 and
2007. 0G&E, GRDA and OMPA arc the only customers located in the OGE and GRDA
balancing authority arcas that purchased power from the Redbud Facility, and these three
customers accounted for less than 30 pereemt of Redbud's cnergy sales. The remainder of
Redbud’s output was purchased by other customers in SPP and surrounding regions, including in

SERC and ERCOT.™ On this basis, I concluded that 1 have analyzed all of the relevant markets.

While destination murkets typically are defined as individual balancing authority arcas.
the Commission’s practice has been to aggregate customers that have the samce supply
alternatives into a single destination market.  This approach has been accepted in a number of
merger filings.™®  While the Commission has not previously explicitly relicd upon SPP as a
relevant geographic market in the context of merger analysis, it has relied on the existence of the
SPP EIS market as sufficient to allow partics to sell into the EIS market at market-based rates.”
J have included an analysis of an SPP market based on the EIS footprint.  The real-ime EIS
market began in February 2007, and is bascd on a least cost bid-based secunty constramed
ceonomic dispatch and locational imbalance pricing. This is equivalent to locational marginal
pricing in markets administered by other RTOs. The SPP EIS market provides resources the
opportunity cither to make themselves available for dispatch by SPP’s market systems or to self-
dispatch to scrve scheduled transactions or native load. SPP staft and stakcholders are in the
process of developing and evaluating a comprehensive market services design tor the region,
which 15 expected to provide additional SPP markets for ancillary services, day-ahead unit
commitment and day-ahead cnergy. In addition, SPP has a market monitor in place and its
Market Monitoring Unit conducts periodic reviews of competitive conditions in the SPP,

including reviews ot the EIS market. The presence of the EIS market helps prevent any attempt

While 1 have not evaluated FRCOT, it is non-junsdictional and. regardless. given that OG&E made no sales into
the ERCOT market there is no need to evaluate the market.

26

Revised Filing Requirements, % 31,311 at 31.844-5, citing dtlantic City Electric Company and Detmarva Power &
Light Companv. 80 FERC 9§ 61,126 (1997, reh i denied. Consolidated Edison Co., Inc. and Northeast Uiilites,
91 FERC % 61,225 12000), reh'y denied. To the extent there are internal transmission constraints within these
narkets, the Commission has considered smaller markets within these single control areas as potentially relevant,

- Soutinwest Power Pool Tne (114 FERC T 61,289 (2006).

15
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to exercise nrrket power over load in the region by providing a final. centrahized market that

supphers can access. This market has broad participation.

Description Of Methodology

The Appendix A competitive screeming methodology considers both cconomics and
physical transmission constraints in determining the potential supply available to a destination
market. [ have implemented the Appendix A analysis using a proprictary CRA model called the
“Competitive Analysis Screening Model™ ("CASmM™)., CASm is a lincar programming model
developed specificaly to perform the calculations required in undertaking the DPT. The model
includes cach potent:al supplier as a distinet “node™ or arca that is connected via a transportation
(or “pipes”™) representation of the transmission network.  Each link in the network has its own
non-simultancous limit and cost.  Potential suppliers are allowed to use all economically and
physically feasible links or paths to reach the destination market.  In instances where more
genceration meets the cconomie facet of the delivered price test than can actually be delivered on
the transmission network, scarce transmission capacity is allocated based on the relative amount
of cconomic generation that cach party controls at a constrained interface.  The model
incorporates SILs consistent with the Commission’s screens for evaluating generation dominance
in conncction with market-based rate applications.™ This is described in more detail below, The
source and methodelogy for the data required to conduct the DPT in CASm are described in
Exhibit J-4. A technical description of CASm is provided in Exhibit J-5. CASm has been used

In numerous previous analyses submitted to the Commission.

I conducted the Appendix A competitive screening test assuming the existing market
structure and using publicly available data on generation and transmission capacity. The data

inputs were adjusted to reflect 2008 conditions as a representative year (e.g., to reflect updated

=S AEDP Power Mg ine, 107 FERC Y 61,018 (2000, (“4£P 1), arder on reh g, 108 FERC ® 61,026 (2004).

16
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tuel prices, load. and gencration). 1 would not expect using an analysis using 2009 conditions to

. . . 249
change my conclusions in any material way.

Transmission Limits

Transmission capacity into and between the relevant balancing authority arca markets 1s
an important input into the DPT, because it 1s a key determinant of competitive supply and
market size. At my request, OG&E transmission personnel provided SIL calculations for
Summer, Winter, and Shoulder 2008 scasons tor the OG&E and GRDA balancing authority
areas and each of their first-tier balancing authority areas.  These studies were conducted in a
manner consistent with the Commission’s requirements in market-based rate filings, except that
instead of using historical data. the focus is on a forward-looking snapshot.” The transmission
studies also included a cateulation of the First Contingency Incremental Transfer Capability
(“FCITC™) into the OG&E and GRDA balancing authority arcas. A descniption of the study and

methodology is provided in the Testimony of Philip L. Crissup.

The SILs used in my analysis for the OG&E and GRDA balancing authornity arca are
shown in Table 1 below, and a more complete list of SILs for other balancing authority areas as
well as the balancing authonty area-to-balancing authonity arca non-simultancous FCITC limits
used in the analysis is provided in workpapers. As shown, the SILs into both OG&E and GRDA
arc Jower post-Transaction than pre-Transaction.  This reflects the expected effect of designating
Redbud as a network resource for OG&E, GRDA and OMPA, and securing SPP transmission for

. . - 3
delivery to their respective loads.

29

[n 2009, OG&E. GRDA and OMPA also have contracted for portions of the Redbud Facility. OG&E’s and
GRDA’s contracted amounts remain the same, but OMPA is increasing from 80 MW in 2008 to 95 MW in 2009
and 125 MW in 2010.

wo . . . . . -
SPP no longer posts balancing authonity area—to-balancing authority area non-simultaneous imits. At my request,

OG&E transmission personnel also estimated these limits for key paths in the analysis. For other balancing
authority area w balancing authority arca limits, T have used vatues from OASIS (outside of the RTO markets) and
historical Total Transfer Capacity values for paths in the SPP. Given that 1 have applied SILs into each of the
balancing authonity a~ea markets, the specific non-simultaneous fimits are not entical in my analysts.

k} - : - o .
OG&Es transmissien personnel alse analvzed whether the energy tfrom Redbud is fullv deliverable to the

respective owners post-Transaction. The study found that the Redbud output could be fully defivered.

17
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Vable 12 Sl sinto QGEE and GRD A Balancing Muthority Areus

Pre-Transaction (Base case} Post-Transaction

Path/Nomogram Summer | Shoulder | Winter | Summer | Shoulder| Winter
SIL into OKGE 137 594 930 106 564 889
SIL into GRDA 258 577 457 160 408 299

Market Prices, Time Periods and Load

The Competitive Analysis Screen s intended to consider the eftect of a transaction over a

range of system conditions. My analysis considers three scasons {(Summer, Winter and

Shoulder) to retlect the differences in unit availability, [oad and transmission capacity.”

f{ours

were first separated :nto seasons to reflect difterences in generating availability and then further

<y . - 1 .
ditferentiated by load levels during cach scason.  For cach season, hours were segmented into

peak- and off-peak periods.™ 1In total, I divided the year into 10 different periods based on load

conditions.  ‘The periods evaluated (and the designations used to refer to these periods in

cxhibits) are:

SUMMER (June-July-August)

Super Peak 1 (S SPI): Top load hour

Super Peak 2 (S_SP2): Top 10% of peak load hours
Peak (S_P): Remaining peak hours
Ott-peak (S_OPY): All off-peak hours

WINTER (December-tanuary-February)

12

KR!

The three seasons are Jdefined in accordance with Appendix E in A£P /. The existing contracts between OG&E
and OMPA with Redbud Energy cover the Summer and a portion of the Shoulder seasons. In the transmission
modeling as well as in my base analysis [ have included OG&FE and OMPA’s contracts in the pre-Transaction
scenano for the Summer and Shoulder seasons.

Appendix A requires applicants to evaluate the merger's impact on competition under different system conditions.
For example, aggregating summer peak and shoulder peak conditions may mask important differences in unit
availability and, therefore. a merger could potentially affect competition differently in these seasons. Thus,
applicants are directed to evaluate enough sutticiently different conditions to show the merger's impact across a
range of system conditions. On the other hand, the DOJ'FTC Horizantal Merger Guidelines discuss the ability to
“sustain™ a price increase. and a finding that a structural test (like the HHI statistic) violates the safe harbor for
some small subset of hours during the vear may not be indicative of any market power problems. See Order No.
302 a1 30,1 28-37.

Peak and off-peak hours were defined according to NERC's defimiuion, except that [ did not consider Saturdays to
be peak days i ordur 1o better reflect load patterns. This assumption has no matenal impact on my analysis. See
Appendix 1F - Inadvertent Interchange Dispute Resolution Process, Error Adjustment procedures. and On- and
OFf-Peak Penods.
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Super Peak (W SPY: Top 10% of peak load hours
Peak (W ) Remaining peak hours
Oft-peak (W_OP): All vtf-peak hours

SHOULDER (March-Apnl-May-September-October-November)
Super Peak (SH_SP): Top 10% of peak load hours
Peak (SH_P): Remaining peak hours
Otf-peak (SH_OP): All ott-peak hours

In the particular circumstances of this Transaction. the only relevant sysiem conditions
arc those in which natural gas combined-cycle units such as Redbud are economic and expected
to operate. Based on market prices and the incremental costs of such facilitics, none of the off-

peak periods are relevant to my analysis,

In order to sclect market prices for the DPT analysis. T reviewed historical system
lambdas for QOG&E. bilateral prices, real-time (EIS) market prices and a forecast of expected
market prices.” Each of these data sources has ditterent attributes relevant to the detcrmination
of market prices for a forward-looking DPT analysis. Use of system lambda as the initial basis
for market prices was suggested in Order No. 592, but ¢ven there, the Commission recognized

that alternative price data might be used.™ In Order No. 642, the Commission again suggested

prices might need to be estimated.”  Finally, in AFP [, the Commission described using “a

combination of observed prices from the trade press or RTO/ISO data and system lambdas, ™™

My base case market prices were selected based primarily on a review of the EIS
historical real-time prices and a forecast (by Ventyx, as noted carlier) of market prices in the SPP

(both of which are reported on a hourly basis).” 1 aggregated the data into the 10 time periods

1s ) . , . .. , . . . :
The forecast price data are from Ventyx (formerly Global Energy Decisions), Velocity Suite Online, a third-party
vendor of such information.

LT . . . :

" Until market institutions mature enough to reveal single market clearing prices, applicants may use surrogate

measures as long as they are properly supported.” Order No, 592 at 30,131,

W . . : . . -

"7 “We are open to the use of estimated prices, provided that they are accurate representations of prevailing market
conditions, The accuracy of such prices must be supported by available data.™ Order No. 642 at 31.891.

3

1EP L Appendix For 215,

I also reviewed OGRE’s systemn lambda data and pricing information from the Commission’s February 2008
market oversight report for the SPP region (See http. www fercgoy market-oversight mki-electric spp.asp).
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analyzed in the DPT and, for my base case prices, considered the average of these two data
' . . . . .

sources *' For the Summer Super Peak period, 1 used a S250°MWh price that capiures all

generation in the market. I also analyzed price sensitivities of 10 percent higher and lower in

order to capture the full range of prices reported in cach of the datasets.

[ also reviewed the historical operation of generating factlities in the SPP in order to
verity that my assumed market prices and the input prices that drive the incremental cost of units
in the model were consistent with historical and expected operation That is, T confirmed that the
sclected base case prices resulted in units operating in the ditferent time periods as suggested by
their capacity factors and information on the marginal fuel types in the SPP My base casc
prices reflect Redbud and other combined-cycle gencration mecting the economne facet of the
DPT in all peak time periods. but not in the three off-peak periods in which coal-fired gencration
1s likely on the margin. This is consistent with the historical capacity tactor of combmed-cycle
generation in the SPP, including Redbud.* 1 understand that it also is consistent with OG&E's

expected operation of Redbud.

While gencrally using a broad range of market prices is sufficient to capture any
competitive mmpacts of a proposed transaction, in this instance specifying prices correctly 1s
particularly important. OG&E has some relatively high-cost generation, primanly at its older
gas-fired units at Scminole (three units totaling about 1.500 MW that were built between 1971
and 1975) and Horseshoe Lake (800 MW of which was originally installed between 1958 and
1969). It is my understanding that Horseshoe Lake is generally operated to address voltage

1ssucs and that Seminole generally operates at a low capacity factor, but that one or more units at

OG&E's 2006 system lambas show relatively little variation, with average prices of about $55 MWh for the vear
{$53MWh n the Summer and Shoulder seasons and $63:MWh in the Winter). This is consistent with reported
bilateral prices from the Commission’s market report, which notes an average bilateral price of $56.3’MWh in
2006 ( from Platts’ SPP North Daily Spot Price Index) and also show very little daily variation.

Y The change in histonical gas prices in 2007 and forecast gas prices for 2008 was used 10 adjust the EIS data to
2008 1 also adjusted the prices forecast by Ventyx to be consistent with the gas prices used in my analysis.
4 . . Lo N - . . .
' The Commission's February 2008 market oversight report for the SPP region (supra note 39) indicates that the
marginal fuel tvpe in the region is coal and natural gas,
42

FPA’s Continuous I'mission Monitoring System (*CEMS™) data provide hourly output data on fossil generators. |
reviewed a summary of the data from the Velocity Online database that provides both the hourly Jdata as well as
capacity factors,
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the Seminole facility are kept on-line to meet reserve obligations and to protect againsi
unplanned outages at OG&E's coal-fired facilitics. Seminole and Horseshoe Lake have simifar
incremental costs. Depending on the assumed market price in the DPT, the amount ot capacity
from these tacilities that becomes economic (and excess AEC) ranges from zcro to about 1,500
MW Even though the factors surrounding when and why Seminole and Horseshoe Lake operate
suggest they, perhaps, should not be cconomic for purposes of my analysis, my base case
analysis, in ctfect, takes a middle position, and uses prices that result in a portion of these units
(about 700 MW) being cconomic. The impact of lower and higher market prices is reflected in

my price sensitivity analyscs.

Hourly loads ‘were based on FERC Form 714 filings for 2006, escalated to 2008 based on
the forccasts mcluded in these fillings. 1 understand that the entire load reported in OG&E’s
FERC Form 714 1s served by OG&E. Where 1 did not have reliable information on the loads of
smaller load-serving entities that are potential suppliers in my model, 1 generally have assumed
that they have zero AEC. This is a conservative assurnption because it reduces the actual amoum
of rival generation included in the analysis.  Also, 1 conservatively have not incorporated any
deduction for operating reserve obligations, which, like native and requirements load sales,
makes some amount of cach supplier’s capacity unavailable for sale at wholesale because the
capacity 1s being used to provide the required obligation. OG&E's operating reserves,
determined by the SPP Reserve Sharing Group, have historically been around 180-200 MW per
hour. Thus, while both operating and planning reserves are important determinants in the need
for capacity to mecet load and reliability requircments, my Compctitive Analysis Screen docs not

reflect these requirements.
IMPACT OF THE TRANSACTION ON COMPETITION
Horizontal Market Power

The Transaction is Driven by the Need to Meet Statutory: Load and Reliability Obligations

OG&E. GRDA and OMPA arc currently “short” capacity relative to their load and
reliability obligations. Fach is obligated to sccure resources necessary to meet their native and
requircments loads and reliability obligations. Absent their existing contracts with Redbud. each

company requires additional gencrating resources. When OG&E., GRDA and OMPA buy the
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Redbud Facility, cach will have some excess capacity as compared to their reserve requirement,
aithough this surplus is short-lived. Utility investments tend to be lumpy, and hence, this short-
term cxcess 15 to be oxpected. OG&E's expected load growth will climinate any temporary
excess supply by about 2012, and GRDA and OMPA similarly will once again require additional

resources by about 2015 and 2010, respectively.

As shown n Table 2 below, OG&E s currently capacity short without the 300 MW
contracted from Redbud in 2008, Without the purchase of Redbud, OG&E will remain capacity
short through 2012, i.¢., in the absence of the Transaction it would need to purchase capacity (or
enter into additional contracts) to mect a 12 percent SPP capacity margin requirement.” OG&E's
shon-term peak load growth is forecast to be in excess ot 100 MW per year, but settles at about 80
MW per ycar post-2009. With the Redbud Transaction, OG&E will be shghtly long on capacity
relative to its load and reserve requirements, but this excess 1s worked off by about 2012, as shown
below.  Table 2 reflects the 300 MW OG&E contract with Redbud in 2008 and 2009 (July-
September). It OG&E did not buy a share of Redbud, it presumably would have had 1o replace the
300 MW with another purchase going-forward. Thus, the incremental generation owned or

contracted for via this Transaction ts 310 MW (610 MW of Redbud minus 300 MW purchasce). H

Fable 2: OGXE Load and Resouree Balance, 2008-20182

2008 2009 2010 011 1 2012
Peak Load (MW) o ' soR6 | 6107 6,192 6279 6349
Capacity Requirement {12°% Capacity Margin) 6.802 6.940 7.036 7135 1218
CM)’ .plus; Net f’t.lr:l:nsg . l 6.612 -1 b,6i-2 . 6.6“12 6.612 6,612
Excess (Shortfall) ( 190) (328) (424) (523) | (603
Redbud Contract Purchase 300 300 0 5 0 (J-—
Redbud Purchase 0 310 610 610 610
Net Excess (Shortfall) 110 282 186 87 7
Net Projected Capacity Margin 13.40% 15.44% 14.26% 13.06% 12.09%,

GRDA also is capacity short, as shown in Table 3 below. lts current needs are just being

met with the 150 MW purchase from Redbud, which means that the acquisition of its share of

Capacity margin s caleulated as (Capacity minus Peak Load)-Capacity” 10,
[ur the months not covered by the existing contract. the incremental generation is 610 MW,

o le

-
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Redbud will result in GRDA having some cxcess capacity relative to its load and reserve
requirements until this excess 1s worked off by about 2015, Table 3 reflects the 150 MW GRDA
contract with Redbud in 2008 and 2009 (July-September).  If GRDA did not buy a share of
Redbud, it presumably would have had to replace the 150 MW with another purchase going-
forward. Thus. the incremental generation owned or contracted for via this Transaction is 280 MW

(430 MW minus 150 MW purchasc).

Fable 30 GRDA T oad amd Reseuree Balanee, 2008-2012

I " 2008 2009 | 2010 w22 |
Peak Load (MW ) 1243 268 3% 413 a3
Capacity ch-mrcmem (12%n Capacity Margin) 1413 1441 ! 1.573 1.606 1.6-40

[ Capacity plus Net Purchases s |orae T2 1,291 1.291

; Exc_c_\‘s{ShomhIH . 17%) ! ( ISO} { 282) { 3~lh5-)ﬁ l__'___-_( 349 _

i Redbud Contract Purchase 1 503 150 0 (t 0

| Redbud Purchase 0 280 430 4301 430
Net } \LC\S—(;h(_)-l'ﬂ_d_lﬁ B (25) 280 148 115 ®1
Net Projected Capacity Margin 1025%  2632% | 1958% | 17.90% | 1615%

Finally. as shown in Table 4 below, OMPA also is capacity short.  With the Redbud
Transaction, OMPA will have a very short period betore it needs to contract for or buy capacity to
meet its load and reserve requirements. Table 4 reflects the 80 MW OMPA contract with Redbud
in 2008, increasing to 95 MW in 2009 and 125 MW in 2010. If OMPA did not buy a share of
Redbud, it presumably would have had to replace this power with another purchase going-forward.
Thus, the incremental generation owned or contracted for via this Transaction is 75 MW for 2008,
60 MW for 2009, and 30 MW for 2010.

I'able 4: OMPA Load and Resource Balance, 2008-2012

2008 2009 2010 011, 2012

Peak Load (MW) 663 674 684 693 703
Capacity Reguirement (12% Capacity Margin) T 753 ) 766 777 788 799
Capacity plus Net Purchases 656 656 620 620 | 661
Excess (Shonfall) (on (o | (1sn | (1es - (13w |

! Redbud Contract Purchase 80 95 125 0 0

! Redbud Purchase 0 60 30 155 155
Net Fxeess (Shortfalh (7 45 (2) AR 17

: Net Projected Capacny Margin ").")210 16,8975 11.74% 10,58 1383

[
[
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There is Limited Load in the Relevan Bualancing Authoriny Areas not Already Subject to Long-
FTerm Reguiremoents Contracts .

There are no wholesale customers located within the OG&E (with the exception of
OMPA) or GRDA balancing authonty arcas who are not alrcady served under long-term
arrangements at fixed or formula rates,” so that any competitive concerns about a lack of supply
alternatives  for customers in the balancing authority arcas  post-Transaction are  purely

theoretical,

With the exception of OMPA, all wholesale customers within the OG&E balancing
authority area are requirements customers of QOG&LE with Tong-term contracts, although a few
also receive an allocation of power from SPA® Thus, other than OMPA, these customers are
not participants in wholesale markets. OMPA has generation and load outside of the OG&E
control area, but betwveen its owned generation and its contracted supply.’” most of its energy

requirements are already met,

GRDA and OMPA are state governmental agencies that transmit and deliver electricity to
cities and towns that own their own electric systems and are served under long-term agreements

with the state agencices.

GRDA has 20 wholesale customers located in its balancing authority arca. Most are full
requirements customers. including some whose owned generation is sold to GRDA. A few are
full-requirements customers for a portion of their loads subject to contract, and one has its own
genceration that supplements its requirements contract.  In addition, there are other wholesale
customers located in the GRDA balancing authority arca who are full requirecments customers of

cither KAMO Elcctric Cooperative or ALP.

a5 ) . . . .
As noted earlier, these tixed or formula rates are unatfected by the Transaction.

46 N . . , . o .
A current wholesale customer of OG&E (with approximately 20 MW of peak load), has indicated its intention to
terminate its agreement with QG&E, subject to securing an altemnative long-term supplier. Whether or when the
contract will be terminated i1s unknown at this ime.

4

OMPAs total peak toad in 2006 was 660 MW, of which 436 MW was located in the OG&E balancing authority
area. In addition to 2 25 MW purchase from OG&E. OMPA owns approximately 275 MW of generation in the
COG&E balancing authonity arca and is currently purchasing 80 MW from Redbud. OMPA also manages an
allocation of hvdropower trom SPA for some of the cities it serves,

24
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OG&E Does Not Have Market-Based Rute Authorine For Sales fn Its Balancing Awthorine Areu

QG&E does not have authority to make wholesale sales within its balancing authonty
arca at market-based rates. This climinates OG&E’s incentive to use any perceeived increase in
gencration  market power to raise market prices within its balancing  authonty  area,
notwithstanding the fact that there are no unserved wholesale customers in the area, other than

OMPA. as noted above. ™

In compliance with Commission Orders regarding their applications to retain market-
based rate authority. OG&L has submitted cost-based rate tariffs for sales (based on default cost-
based mitigation in Order No. 697)* within the QOG&F balancing authority arca.™ OG&E has
committed to sell at incremental costs plus 10 percent for sales less than one week within the
OG&E balancing authority arca and tile with the Commission any sales longer than one year.
OG&E has agreed net to enter into agreements to sell for durations between one week and less
than one year within the OG&E balancing authority area and proposed to file and provide cost
justification for any new contract of this duration. EIS market participants are authorized to
make market-based rate sales into the EIS market.”! For sales outside of the OG&E balancing
authonty arca, OG&FE also 1s able to sell at market-based rates in accordance with prior
Commission orders.™  As such, post-Transaction the restrictions applicable to OG&E will apply

to wholesale sales, if any. made from OG&FE’s acquired share of Redbud.

Further himiting, if not e¢liminating, any incentive for OG&E to increasc prices in its
balancing authority arca (assuming, as is not the case, that there were wholesale customers
sccking supply within the balancing authority area) are the sharing mechanisms approved and

administered by the respective regulatory commissions. The OCC and APSC require that OG&E

¥ Even if market prices were below OG&E's Commission-approved cost-based rates, OG&E is not expected to sell
below cost, and its cost-based rates are presumably just and reasonable.

¥ Market-Based Rates For Wholesale Sufes € ) Eleceric Energy. Capacity And Ancillury Services By Public Utilities,
Order No. 697, FERC Stats. and Regs. * 31.252 (2007) (codified at 18 C.F.R. Part 35) ("Order No. 6977), and
Order Clarifying Final Rule, 121 FERC % 61,260 (2007) (“(larification Order™).

M Gee Docket No. ER97.4345 et al., April 20, 2006 and August 25, 2006.

S Smthwest Power Poo’. Ine. 113 FERC T 61,289 (2006),

.

T Okluhoma Gus and Electric Company, 114 FERC ¥ 61,297 (2006).
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credit retarl customers 80 percent and 100 pereent, respectively, of profits from oft-system sales,
and OG&E's FERC tariff requires it to credit certain wholesale customers 90 percent of the
profits from off-system sales in some time periods.  These sharing mechanisms reduce any
incentive tor OG&E to increase market prices because sharcholders capture at most only 20

percent of any gains ;tom their off-system sales.

The incentives of GRDA and OMPA. as state municipal govermment agencics, are to

kcep market prices lew. There are no sharcholders.

Redbud Represents a Small Share of Generation in the SPP and there is a Significant Amount of
LEconomically-Similar Genceration in the Region
The SPP EIS footprint has about 47,000 MW of gencrating capacity. Redbud’s capacity

represents about 3 percent of this total generation.

There also 1s more than 8,000 MW of gas-fired combined cycle capacity that is of similar
vintage and operating characteristics as Redbud in the SPP. and almost 20.000 MW that has been
added in arcas first-ticr to the OG&E balancing authority arca between 2000 and 2006. This is
cvidence that there is a significant amount of combined-cycle generation not controlled by
OG&E, GRDA or OMPA such that competing generation is still available within the relevant
markets atter the purchase of Redbud. This means that the sale of Redbud should not undermine
the ability for customers (here, mostly theoretical customers) to obtain alternative supply. This
alternative supply could come cither from rival generators inside the relevant markets or from
imports using available transmission capacity. Based on preliminary transmission analysis, even
in the summer peak scason, post-Transaction OQG&E can import more than 100 MW and GRDA
more than 150 MW of energy on a simultancous basis (sce Table 1). In other seasons, the import
capability is substantially higher. Also, the individual transfer limits (FCITCs) from some first-
ticr balancing authonity areas arc substantially higher than the SIL., indicating sufficient

alternative sources of supply should be available, as discussed below.

Given the amount of third-party gencration located in and around the relevant balancing
authority areas. and in the EIS market, it is evident that there 1s sufficient rival generation to
serve any demand in the QG&E or GRDA balancing authority arcas (notwithstanding the fact. as

noted. there is no such load).

26
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Results of the DPT

The DPT analyses T conducted reflect the existing contracts that OG&FE., GRDA and
OMPA have for the output of Redbud pre-Transaction.™  Specifically, in the pre-Transaction
scenarto, these existing contracts are incorporated by assigning 300 MW to OG&FE and 80 MW
1o OMPA in the Summer and Shoulder seasons and 150 MW to GRDA, in the GRDA balancing
authority area, during all seasons.™ In the absence of this Transaction. such contracts would
cither be extended or replaced by contracts with some other party, as the need to meet load and
reliability obligations would require OG&E, GRDA and OMPA 10 contract tor additional supply.
My understanding 1s that cach of these parties has a transmission agreement with SPP for
delivery of the currently contracted power to their loads. When OG&E, GRDA and OMPA
acquire additional ownership shares in Redbud, they will need additional transmission to deliver
the power to their respective loads.  As a result, transmission capability into the QG&E and
GRDA balancing authority area changes as Redbud is dispatched to supply the respective shares

10 Its NCW OwWners.

I discuss the results of the DPT below. but I note that the results are materially aftected
by changes in market size between the pre- and post-Transaction analyses. The change in market
size makes the standard HHI metrics difficult to interpret and not necessarily good indicators of
the actual impact of the Transaction on competition. HHIs typically are intended to be a static
measure merely retlecting shifts in market share rather than changes in market size. Here, three
factors aftect the size of the balancing authority area markcts and complicate application of the
Commission’s DPT metrics. First, a portion of Redbud, over and above the 150 MW that GRDA
is currently buying is assumed to be transferred from the OG&FE balancing authority arca to the

GRDA balancing authority area. All other things equal, this reduces the amount of generation

AR o , . . . , , . .
While this treatment reduces the absolute increase in capacity acquired as a result of the transaction, it also reduces

the deconcentrating ctfect of the Transaction arising from the fact that Redbud generally has more AEC than do
the buyers.

' OG&E and OMPA have contracted for the same seasonal periods (June-September). OMPA’s contract 1s through

2010, and its purchase increases from 80 MW in 2008 to 95 MW in 2009 and 125 MW in 2010. Since the QOG&E
and OMPA contracts are for June-September, they are relevant to my pre-Transaction analysis of the Summer
~eason. These contracts also are in effect in part of the Shoulder season (one month onhv), and I included them as
such i order to be consistent with the transmission analvsis conducted by OG&F. However. | also include a
sensitivity analysis that does notinclude these pre- Transaction contracts in the Shoulder
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within the QOG&E balancing authority arca (thus. reducing market size) and increases the amount
of generation “within™ the GRDA balancing authority arca (thus, increasing market size).
Sccond, during time periods when OG&E. GRDA or OMPA have an AEC deficit pre-
Transaction (ie. their loads are tn excess of their economic supply), some portion of the
additional generation supplied by Redbud first oftsets any “negative™ AEC, thereby reducing the
market size.  Third. transmission reservations will be required from SPP in order to deliver
ownership shares of Redbud to respective 1oads post-Transaction (i.¢., designation as a network
resource), which could have an effect on transmussion avatlability.  While the formal analyses
required to grant the new reservations will be conducted and approved by SPP, studics conducted
by OG&E transmission personnel indicate that dispatching Redbud to the new owners reduces

the StLs into the OG&E and GRDA balancing authority areas.

While the transmission data reflect the change in SIL resulting from the change n
ownuership and dispatch of the Redbud Facility (see Table 1), they do not reflect the counterflow
eftect that occurs when GRDA reserves and schedules an additional portion of the Redbud
Facility for delivery lo the GRDA batancing authority arca. This should increase the ability to
import into the OG&E balancing authority arca.”> While this counterflow etfect is completely
hidden by the usce of the SILs, 1t is clear from the balancing arca-to-balancing arca FCITC
transmission limits, as shown in Table S below.™ Pre-Transaction import levels from GRDA to
OG&E are 331 MW (summer). When an additional 280 MW of Redbud is dispatched for
delivery to GRDA post-Transaction, the import level from GRDA to OG&E increases to 600
MW (summer) as a result of the countertlow. It is also notable, as compared to the SILs reported
in Table 1, that the balancing authority area-to-balancing authority arca limits into OG&E are
much higher from most individual sources. Indeed, OG&E is able to import more power from

any single source (other than Entergy) than the SIL.

" Under SPP's tanitf. it is my understanding that if GRDA has a schedule (NITS or Firm) to deliver its energy from

Redbud in OG&E’s balancing authority area to the GRDA balancing authority area, then rival suppliers could
counter-schedule against it (on a firm or non-firm basis) and potential supply in the OG&E balancing authority
ared would be unchanged. (In fact, to the extent that the rival imports were provided by more than one supplier,
the HHI assuming counterflows are scheduled would be lower than assuming GRDA's capacity remains in the
market )

S0

Abbrevigtions in the table that ditfer from my use are PSO=AEP West. SWPA-SPA, ENTR Lntergy,
WERE-WR.
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Uahle 5: FCTLC Limdts inlo (4GKE Balancinge Authorits Area

Pre-Transaction {Base case) Post-Transaction
Path/Nomogram Summaer Shoulder | Winter Summer | Shoulder| Wintar
GRDA 10 OGE 31 127 355 600 276 580
PSO to OGE 1393 1269 1800 1441 1315 1868
ENTR lo OGF 97 442 648 74 415 620
SWPA 10 OGF 800 29% 532 785 283 818
WERE to OGE 326 165 280 312 158 281
WFEC to OGE 409 570 468 409 571 468
AECI 1o OGE 440 762 1150 404 715 1087

In light of these facts, I conducted an alternative additional DPT analysis for the OG&E
balancing authonity arca (which | term the “FCITC Case™), to account for the much higher
import capability than reflected in the SILs.® T used the import capability from ALP West (PSO
in Table 3) to OG&]): as a proxy for the ability to import from a single source. Any cconomic
supply lTocated within AEP West, or within two wheels of AEP West can be imported into the

OG&F balancing authority arca it itis economic and deliverable.

Finally. 1 also analyzed the results assuming that GRDA does not immediately need its
full incremental share of Redbud to meet existing load requirements (which I term the “"GRDA
Casc”™). Based on GRDA’s current load and resource estimates, it will not require all of its share
until about 2015, GRDA’s existing fleet of generation consists nearly entirely of hydroclectric
and coal-fired generation, and the energy from the Redbud Facility is unlikely to economically
displace these existing resources. Under these circumstances, GRDA's share of Redbud located
in the OG&E balancing authority arca would constitute GRDA’s excess resources.  For this
purpose, [ assume that GRDA’s share of Redbud over and above its existing 150 MW contract
amount remains in the OG&E balancing authority area (rather than being exported to the GRDA

balancing authority arca). The theory is that if GRDA has no need for additional energy from

My understanding is that S1Ls are calculated pursuant to the Commission's approach (descnbed in Appendix E of
A£P N, which groups all the first-tier markets as a single exporting entity. The cffect is that the SIL may reflect a
limit reached for the group (Le.. from all directions) that may be lower than the amount that can be imported vver a
single (or even multiple), alternative path(s). For example, 1f a constraint is reached in imporung from the Entergy
bhalancing authonty area. the SIL determination stops, even though it 15 possible that substantially more power
vould be imported trom another source, such as AEP West. The result is a SIL that may substantially understate
import capability into a market from any particular direction. [ understand that this was an issue in a market-based
ate proceeding on behalf of Arizona Public Service (see Affiduvit of Ronald R. Calvert, Docket Nos. ERDU-2268-
W0, e al., February 20, 2007), where the Commission ultimately accepted the SIL developed based on an
altemative scaling wethodology in order to avoud this problem.  Pinnacle West Capitdd Corporation ¢t af., 120
FERC € 61,153 (2007),
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Redbud in any given period, its share of Redbud that 1s in excess of 150 MW will not be
dispatched to serve ns load.  As such, rather than “moving™ it from the OG&E to the GRDA
balancing authority arca, GRDA's share of Redbud in excess of 150 MW remains as supply

potentially available in the OG&E balancing authority area,

The following are the results of the DPT.™

SPP EIS Market. In the SPP LIS market,™ the market is unconcentrated and the HHI
changes are negative, reflecting the fact that the Transaction results in transterring AEC from a
relatively large market panticipant (Redbud and its atfiliates) to three smaller entitics, as shown
in Table 6 below and in Exhibit J-6." The Transaction also passes the EC measurc. with small

HHI changes. as shown in Exhibit J-6.'

Fable 6: Mvadlable Feanomic Capacity, SPP EIS Market

' Pre-Transaction 1 Post-Trarsachan ]
GRDA Katsan CKGE CMPA GRDA OHGE OMPA,

M L Mat Mt Md Mt HH

Period Pice MAN Share MV MdSaw MAN  Shae MV Shae MdSize HH MN Shae MN Shae MV Shee MdSe HH g
SS1 &0 0D 05% 2000 A% W 1% 0 00% 940 W/ 2R IX 42 4T D 0P 9416 4 1L
SS&2 S10 ST 06% 2@2 211% X6 3% 0 00% 9566 2 35 32 S50 60 M 06 957 811 181
SP $75 M1 24% 197 19%% 0 00 8) 08% 996 94 48 51% 0 0% w4 15 9683 863 13
WS $85 0 2F¥ 2By 2% S 4% 0 00 10258 90 4% 456 1007 101% 18 12 10290 ™ 214
WP S60 425 46% 1815 19F% 0 00% B8 Q07 9319 93 50 64% 0 00 175 20 89w 87 1%
S S0 ¥ I 1753 158% 90 86% M 1% 11161 4 96 51% 1155 10P% 195 18% 11161 &3] -
HP &5 % 20 1285 156% 0 0% 97 1% 8046 o8 287 36% 0 0 15 15 791 B4 -3

ht

Note that the tables ¢nd exhibits reflecting the DPT results refer to “Kelson™ rather than “Redbud” in the pre-
Transaction scenario. This is because the energy reflected in the DPT includes supply from the Redbud Facility as
well as from the other generating facilitics attributed to Kelson for the purpose of my analysis. Also, note that
although Kelson's post-Transaction share is not reported in the tables and exhibits, its post-Transaction share is
included in the caleulation of the market HHI. My workpapers (“Supplier Reports™) detail the MW, share and
HHI contribution of each market participant, including Kelson.

*" The SPP EIS market consists of the entities participating in the SPP’s EIS market and a conservative estimate of

imports, as descnibed i Exhibit J-4,

“ The post-Transaction MWs reflected in this and subsequent tables reflect the incremental purchases of Redbud

over and above the amounts QG&LE, GRDA and OMPA have already contracted for (which are retlected in their
pre-Transaction shares), a total of 610 MW, derated to reflect forced and planned outages.  Pre-Transaction,
Kelson is also shown attnibuted with affiliated generation either located 1n the relevant destination market or
allocated a pro rata share of imports.  In addition, | have modeled two incremental cost segments for Redbud's
output in order to reflect the fact that a portion of it is available via duct-firing (this same treatment was applied
where applicable for other suppliers in the analysis). Therefore, not all of Redbud’s capacity meets the economic
tucet of the DPT durirg the non-Super peak periods.

The Exhibits reflect results for all ten time penods, although the tables in the text retlect only those periods when
Redbud is cconomie ¢ super peak and peak periods)  The Exhibits also reflect the FC results,
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OG&E Balancing Authority Arca.  For the OG&LE balancing authority arca market,

shown in Table 7 below and Exhibit J-7, the HHI ranges from unconcentrated (in the winter and
shoulder peak periods) to highly concentrated (in the super peak and summer peak periods). The
HHI changes range trom very negative (when the Kelson pre-Transaction market share s
significantly greater than OG&E’s) to very positive (when both OG&L's and OMPA’s market

shares increase post-Transaction).

Table 70 Available Eeonomic Capaciny, OG&E Balancing vathoriny e Base Case

[ Pro-Trarsactian 11 Post-Transaction
GRDA Ketson QKGE OVMPA GRDA OKGE OVMPA
M Mt Mt M¢ Md M Md HH
Poriod Price MWV Shee MY Sav MV Sae MV Shae MeSm HH MY Stoe MY Same MV Saew Sz HH Chg
20 1 01% K5 A% 198 16%¥: O 00 a3 A50 2 0¥ 42 6B®; 0 78% 641 4519 21
S120 1 01% 6B S b B¥% O 00% 108 196 2 0¥ 50 718% M 6% 7™ 5287 138
S5 2 0% ¥ ®¥% 0 00 80 101% 2 5948 3 12% 0 O 4 5TF% 20 357 2421
6 8 D&% 108 471% 501 215% 0 0% 232 28 4 0™ 107 0F% 128 62 204 2753 4
a0 8 0% 8 478 0 00 68 41% 16867 2425 1M1 11% 0 00 175 164% 1064 673 -1.751
0 4 02% 5 BTN W) 448% 148 TP, 2142 27D 6 03% 115 0F% 19 102% 1913 3823 100
b 0 0% 7MW 1% 0 00% 97 106% 917 1228 0 01% 0 00 115 170% 679 885 543

In this case, the FCITC case better retlects potential supply that can be imported into the
OG&E balancing authority arca. Under some circumstances, the SILs based on an aggregation
of all import sources may result (as it does here) in a limit that is far lower than the amount that
can be imported over single or multiple altemative paths. While the FCITC casc uses data for
the AEP West-QG&E path, which happens to be the highest of the individual paths (sec Table
5), it still is conservative in that it is possible that the simultancous import capability could be
higher than on the single path, as long as there is no common limiting clement affecting those
paths. Thus, using the highest FCITC on a single path is a reasonable, but conservative, proxy of

how much can be delivered into the market.

In the FCITC case, as shown in Table 8 below and in Exhibit J-8, the HHI changes are
negative in all but one time-period (Shoulder super peak). At slightly lower market prices, the
screen failure in the shoulder super peak would disappear.  Also. the shoulder period 1s
distinguishable becausc of the treatment of the pre-existing OG&E and OMPA contracts with
Redbud. These contracts cover the June-September period. and hence only a small portion of the
shoulder period. yet [included them in the analysis of the shoulder period. If I did not include

the existing OG&E and OMPA contracts in the Shoulder season, the single screen failure
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disappears, as shown at the bottom of Exhibit J-8." Since any screen failure is for a single time

period and hence. is non-systematic, and also is eliminated with this minor assumption change, 1l

should not be concemning.

Lable B0 Mvadlabde Feonomic Capacits, OG&E Ralanciog Authority Areea, FOITO Case
[ Pro-Transachon 1 Post-Transaction ]
GRDA Keison OKGE OVWPA GRDA OKGE OWPA
Md M M Md Mt M M HH
Peiod Pics MA Sham MY Shae MV Stae MV Stare MdSe HH MN Shaw MN Shaw MY Shae MiSe HH Oyg
sSSP %0 5 0% W1 M1P% 18 7% 0 00% 2188 2083 7 14% 42 Q1% S0 2% 196 M5 907
SS2  $10 6 0X 82 B2 16 1B1% 0 00% 236 188 R 15% 50 B&F 0 26% 2129 122 65
SP S5 T 1% 8% 8% 0 00 8 A% 2047 2178 2 3% 0 00 M4 9% 1586 118 100
WS S5 18 0% 122 404% S 157% 0 00% 3R 200 B 1X% 1007 W% 128 4% 308 1581 488
WP | 17 0™% 90 W% 0 0k B 2% 252 159 % 1% 0 0% 175 86% 2043 H4 -1006
HP s 9 0% TH B0 W0 M1% 149 5% 2818 193 13 05% 115 0BF% 196 TF% 266 217 213
SHP %5 0 0% 3R D% 0 0% W 61% 152 98 0 00 O OC% M5 B81% 140 S -2
The GRDA case also represents a credible scenario in terms of evaluating potential
supply in the OG&E balancing authority since, as discussed above, GRDA may not nced supply
in excuess of 150 MW in the shont-term. It would make little sense to move this Redbud supply to
the GRIDA and then have it compete to be re-exported into the QG&E balancing authority arca.
The results of the GRDA case (again, with imports based on the FCITCs) are shown in Table 9
below and in Exhibit J-9. There are no screen vielations.
Fable Y1 \wvailable Economic Capacity, OGAE Balancing Authovity Area. GRDA Case
| Pre-Transaction [ Post-Transacticn ]
GRDA Kaluon ONGE OVPA GRDA ONGE OMPA
Md Mt M Ma Md Ma Me He
Peiod Price MN Share MN Shae MN  Shae MV Shae MdSze HH MY Shae MN Share MW Shae MiSe HH  COg
SSPt SX0 5 02 S #12% 1B 7% 0 00% 2188 2063 2B N%% 42 198% 0 23% 213 1086 96
SS2 SI® 6 0% 8@ WP A6 131% 0 00% 236 188 26 N2% S0 MP% 54 24% 2286 1183 75
SP 5 T 1% 6% L% 0 00% & 3% 2007 2178 2/ K0% 0 0(% 144 82% 1743 106 -108
WP S 18 06% 122 404% TN 157 0 00% 322 200 M8 78% 1007 R4% 128 40% 3197 1412 .57
wP | 17 0™ %0 F% 0 O 68 27% 252 150 161 76% O O00% 175 82% 214 52 1046
SHP S0 9 0% 73 B0 90 MN1% M9 53% 2818 1963 B 74% 115 40% 16 6% 2814 191 B
HP % 0 00% 3R D&% 0 O0% 97 G1% 152 8B 12 8% 0 0(% 15 77% 158 S8 -5

GRDA Balancing Authority Area.

For the GRDA balancing authority arca market,

shown in Table 10 below and in Exhibit J-7, the market is highly concentrated and the HHI

Redbud cover enly one month (September) out of the six Shoulder months.
Shoulder bage case in order to conform with the assumptions made in the transmission modeling. The HHI change
tor the Shoulder super peak peniod is actually negative when the OG&FE and OMPA contracts are not included in
the pre-Itansachon Shoulder season.
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The HHI changes are largely driven by GRDA's share

ncreasing signiticantly post-Transaction with the addition of its share of Redbud.

Fable Tt Avaitable Feonomic Capacits . GRD A Balancing vathoriny Area, Base Case

[ Pro-Transaction 1 Post-Transacton ]
GROA Keison OKGE WA GROA QNGE OMPA
M Ma M Me Mt M e A
Peoiod Pricm MW Shae MV Shae MV Share MV Sae MdSae HH MV Shaw MWV Share MN Shae MdSze HH Chg
SSP1 M) 50 164% & 21% 2 08% 0 0P B 1Z2 20 E61% 4 0P 0 01% 4B 4 3113
SS2 S0 5 18X% X 2% 4 14% 0 0% 35 1B 6B S5 12 1 01% 46 448 31D
SP §75 41 8% TE 151% 0 0% 1 OTs 48 2777 480 75F 0 00 1 0F 69 5% 298
WS S5 0 BT IE D% 0 00% 0 OC% 687 208 40606 12 16% 5 20 T8 378 1740
WP S0 45 482% ME  164% 0 O0% 3 04% &R 266 SO, 0 00 18 2% 688 436 170
HP S X BP 21 26% 0 00% 3 3% 94 2114 $6S80% 0 00% 41 42% 95 359 1416
SHP S 66 2% Z 2% 0 Q% 3 04% T 99 W A% 0 O 2 0% B 194 105
In the GRDA case, when the GRDA share of Redbud over its existing contract amount
remains in the OG&E market, the results are significantly better, with only two nominal screen
violations. in the summer peak and shoulder super peak periods. as shown in Table 11below and
in Exhibit J-9. All o7 the analyses of the GRDA balancing authority area use SILs. Note that the
increase in GRDA's AEC in the summer peak period, is only 4 MW, and the increase in the
shoulder super peak period is only 50 MW, Again. this is a credible sensitivity that assumes the
additional Redbud supply will not be moved into the GRDA balancing authority arca when it is
not needed 1o serve GRDA load.
Table HE: A\aailable Econamic Capacitv, GRDA Bulancing Anthority Arca, GRD A Cave
[ Pre-Transaction 10 Post-Trarsaction |
GRDA Kalnon OMGE OMPA GRDA OKGE OVPA
Me M Me Md Mc Me Md He
Period Price MY Swe MAN Share MA  Shae MV Sere MeSe HH MN Shae MAN Share MY Share MtSts HH  Ong
S W0 T 164% 21% 2 08% 0 00% XB 1272 S4A195% 5 20% 1 0% 25 119 .77
SS2 S T B NV 2% 4 18 0 O0% 35 1308 61 A5% 7 2% 1 0Z% X 128 A
sP 541 BF% 5 151% 0 00% t 01% 4B 2777 M5%6% 0 00% 1 0% 46 N3 3%
WP S5 2D BFe 19 B0% 0 0% O 00% 67 208 2N F% 17 28% 2 31% 78 /1 37
WP S0 45 82% M5 164% 0 00% 3 04% ORR 26656 4% 483% 0 00 26 28% @1 2557 -B
SHSP S0 X7 B% 28 26% 0 0P W 3I% 94 214 48 4% C 0% W 53% o 229) 137
HP ®6 & 2Z% 2 2% 0 00% 2 04% 7€ 98B ¥522% O 00 3 04% 742 98 0

First-Tier Balancing Authority Arcas. The AEC measure (as well as the EC measure) is

passcd in all first-ticr markets and the results are shown in Exhibit J-10.

fhi

s shown in this table, OG&E receives a zero allocation of imports during some time penods where it had positive
AEC in the OG&E market analysis. While OG&FE continues to have available AEC, the additional ransmission
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Mitigation. As discussed above. OG&E has agreed to undertake certain transmission

upgrades that will increase the SII into the OG&FE balancing authority area (and. as a

consequence, also increase the SIL ino the GRDA balancing authority area). should the

Commuission deem it necessary to do so. Based on analyses conducted by OG&E (sce Testimony

of Mr. Crissup). the increases in SILs resulting trom these proposed transmission upgrades are

shown in Table 12 below. The increase in SILs relative of both pre-and post-Transaction SILs is

significant.
Cable 120 SHEs into OGE T and GRDA Bidancing Sutherity. Areas with Proposed
Mitigation
Pre-Transaction (Base case) Post-Transaction Post-Mitigation
PathiNemogram Summer | Shoulder | Winter | Summer | Shoulder| Winter [ Summer | Shoulder| Winter
SIL into OKGE 137 594 930 106 564 889 711 1127 1255
SIL into GRDA 258 517 457 160 409 299 1108 1078 922

The DPT results for the OG&E balancing authority arca incorporating these transmission

upgrades are shown helow in Table 13 below and in Exhibit J-11, and indicate that the screen

tailures are completely climinated, and the Transaction is significantly deconcentrating.  The

simultaneous import capability into the OG&E balancing authority area is significantly increased

relative to pre-Transaction levels,

Pable 13 Availadle Veonomic Capacity. OG&FE Balancing Authority Arca, with Transmission 1 pgrades

( Pre-Transaction — 1L Post-Mtgation ]
GROA Kelson OKE OWPA GROA OKGE ONPA

Ma Ma Ma Me Me M M HA
Puiod Pice MNV Shaw MA  Shae MV Share MWV Share MdSim M4 MW Shee MAV Shae MY Shee MdSze HH (g
sSSPt X0 1 01% 65 64%% 158 6% 0 00% W3 450 1% 42 3% 50 4% 1245 158 300
SS? $D 1 01% 606 0% X6 2BF% 0 00% 1081 396 14 10% S0 408% 50 3% 138 19R 2008
sp 5 2 0Fp 604 X% 0 O0% 80 101% R 598 D 2% 0 00% M4 168% 84 1112 48%
WP S5 8 04% 1088 471% 501 215% 0 00% 232 2749 20 0% 107 2% 128 5P 240 212 647
WP S0 8 0F% B 478% 0 O0% 68 41% 1667 245 1% 0 00% 175 122% 140 6 -180
SHSP S 4 0Z% %7 BFp H0 4T M9 0% 2142 27/ 1 0P 115 466% 196 ¥ 247 241 3N
SHP  ¥6 0 0% B W% 0 00% T 106% 917 128 01% 0 0% 115 9% 122 %1 68

These transmission upgrades similarly climinate screen failures in the GRDA balancing

authority area, as shown below in Table 14 below and in Exhibit J-11.

vost makes this supply uneconomic for delivery to GRDA. 1lowever, the sensitivity analyses included in my
workpapets reflect the impact of OG&E’s AEC st higher marker prices.
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Lable 14 Availubie Feonamie Capacity, GRIDA Balancing Authimity Area, with Transmission [ poaeides

( Pre-Transaction 1 Post-Mtigation ]
GRDA Kaluon CKGE OVPA GRDA OKGE OWPA
M Mt M Mkt M M Md

HH

Poriod Price MW Sawe MWV  Shaw MV Sawe MA Shae MkSm HH MN Sae MV Shae MV Shae MSze HH Oy

5.9
S &2
SP

w SP
WP
HF
HP

251 0 164% 8 221% 2 0o®% 0 0% I 172 2 N2% " 21% 3 0% 147 125
S0 57 82 n 2% 4 14&% 0 00% 35 138 16 216% B 2?27 4 0F, 1494 1773
S5 241 8% 7% 151% 0 0% 1 01% 498 2777 489 6% 0 0% 8 05% 157 1674
B 20 BFPo ‘W 200% 0 0% 0 00% 687 2048 459 3% B 27 47 34% 1B 1%
S50 45 8% 45 164% 0 00% 3 04% 8 2665 5710 B2Z% C 00% 5 36% 14R 1677
s X% B 21 26% 0 0% B 35% 94 2114 95 4% 0 0C% 108 66% 1644 1582
6 186 2% zZ  2%% 0 00% 3 04% 42 ag  B7 A0 G 0 5 04% 14 gt

Vertical Market Power

The Transact.on does not raise any competitive concerns with regard to vertical market
power. First, there are no transmussion market power concerns because the Transaction does not
convey any relevant iransmission; that s, Redbud’'s assets related to transmission are restnicted to
those necessary to interconnect to the grid.  The Transaction thus does not provide OG&E or

GRDA with additional control over clectric transmission asscts.

While OG&E and GRIDDA own transmission, their clectric transmission systems are
controlled by the SPP. OMPA 15 not a transmission owner. OG&E customers primartly take
service under the SPP Open Access Transnussion Tanff, although there remain a few

grandfathered wholesale requirements customers that take service under OG&E™s QOATT.™

The Commission also considers whether applicants have the ability to erect barricrs to
entry by other suppliers in terms of such things as 1) control of sites for new capacity
development other than those that may exist at the sites being acquired; 2) control of fuel inputs
to gencration; and 3) control of any equipment suppliers or facilitics used to transport fuels or

other inputs to gencration.

OG&FE’s aftiliate, Enogex, operates an intrastate natural gas pipeline system in Oklahoma
and dclivers natural gas to most of the OG&E-owned gas fired gencrating facilitics (within the
OG&E balancing authority arca); and to six gas-tired generators owned by AEP (approximatcly
4,000 MW), and three unaffihated merchant generators (Oncta (1,082 MW), Green Country (795
MW and Pryor (112 MW)), all located in the adjacent AEP West balancing authority arca. The

Hd . . . . PN . e
I'hese include Purcell, Pans, Vance Air Foree Base and City of Geary.
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Redbud Facility receives deliveries trom the ONEOK pipeline. Given that the Redbud Facility 1s
not a Enogex customer, and other relevant factors that support a determination of the lack of

o . o - . e (e [
competitive vertical effect. | have not conducted a vertical Competitive Analvsis Screen.

There are numerous other pipelines in Oklahoma and the surrounding states to which new
gas-fired generators could connect. Delivery capacity on Enogex is no more than about 13
percent of pipeline deliverability in Oklahoma. There is approximately 7.3 betiday of interstate
pipeline deliverability into Oklahoma,™ plus an additional 3.4 betiday intrastate pipeline delivery
capacity within Oklahoma.*” Enogex's average throughput is approximately 1.4 betrday.”™ In
the broader SPP market. FEnogex's share of delivery capacity would be significantly less.
Enogex’s sharc of gas storage capacity in Oklahoma is about 12 pereent (23 bef relative to 188
bef).™ not a level to raise competitive concerns, and its share in the broader SPP market would

be significantly less.

Concerns of dominant control over power plant sites for new capacity development in
relevant markets are also not relevant to the proposced Transaction. Oklahoma and the regions
around the state have experienced a robust market for the development of generation, and the

substantial new cntry of additional gencration demonstrates the absence of entry barriers,

A vertical Competitive Analysis need not be filed 1if the applicant can atfirmatively demonstrate that (i) the
merging entities currently do not provide nputs to electnicity products (i.e.. upstream relevant products) and
clectrienty products (1 e.. downstream relevant products) in the same geographic markets or that the extent of the
business transactions in the same geographic market is de minimis; or that (1) the extent of the upstream relevant
products currently provided by the merging entitics 15 used o produce a de punimis amount of the relevant
downstream products in the relevant destination markets,” 18 C F.R.§ 33.4aX2}2006).

[ . . , . . R . R . .
Lnergy Intormation Admimstration, Stute-to-State Natural Gas Pipeline Capaciyy Levels,

hrp s cdoe gy pub anl_sas natal_gas analysis_publications nepipeline StatetoNtate vis

T . . . . r - . . . .
¢ Energy Information Administration, U.S. fntrastate Nutural Gus Pipeline Systems - April 2007,

Atp_ sww g dee gov pub od_vas natual_gas aiglhsis pudlivanms nepachine itrastig ol

hitp:swww eia.doc.gov/pub/oil gas/natural_gas-analysis_publications'ngpipeline PIPEintra.xls; and QGE Enogex
Pariners L..P.. nitial Public Offering,

http: ‘cebn. 10kwizard com'cgl image?repo=tenk&ipage=5(H 7559&doc=2& d1=1&cik=1403302&odet=8&nd=12
&quest=1&dn 2.

85 L OGE Enogex Partners [P, Imual Public Offering. There are no data reported for Enogex's total

deliverability, and therefore [ used its average throughput.
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CONCLUSION
The market power analyses discussed herein demonstrate that the Transaction as

proposed will not have anti-competitive effects in any of the relevant markets. No other relevant

concerns cxist with respect to competition issucs.

ff . and Energy Information Administration. Regionad Undergrownd Natural Gas Storage, Beginning of 2007,
Fitp: www eiandoe gov pub-oil gas natural pas analysis publications-ngpipeline UG Fable html " title—& product
&submit2=A-/ - List- of publications,
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FEDERAL ENERGY REGULATORY COMMISSION

)

Oklahoma Gas and Electric Company ) Docket No. EC08-___ -000
Redbud Energy LP )
)
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§
District of Columbia §
§

JULIE R. SOLLOMON being duly swomn, deposes and states: that she prepared the
Affidavit and Exhibits of Julie R. Solomon and that the statements contained therein and the

Exhibits attached hereto are true and correct to the best of her knowledge and belicef.

Julie R. Solomon

st

SUBSCRIBED AND SWORN TO BEFORE ME. this the ({ day of March 2008,

Printed Name: _/ /2/(/} ’ _/'{//_/J‘Z\—
My Commission Expires: _ / / /[/‘QO / fé

Karyn W. Miller
Notary Public, District of Columbia
My Commission Expires 1/1/2013
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EXHERIFNCE

Julie Solomon has more than 20 years of consulting experience, specializing in the areas of regulatory
and utility economics, financial analysis and business vatuation. She has participated in analysis of
proposed regulatory reforms, supply options and utility industry restructuring in the gas and electric
industries. She also has advised utility clients in corporate strategy and corporate restructuring, and
consulted to legal coursel on a variety of litigation and regulatory matters, including antitrust litigation and
contract disputes. Much of her current practice focuses on regulatory and market power issues
concerning mergers ar-d acquisitions and compliance filings.

e Advised clients in the electric and gas utility industry on competition issues, including the impact of
mergers on competition. Directed a large number of analytic studies relating to obtaining merger
approval from reguiatory authorities.

e Advised clients in the electric utility industry on restructuring strategies, including potential mergers
and acquisitions, functional unbundling and cost savings.

¢ Consulted in the electric and gas utility industries in a vanety of regulatory and competition
matters, including rate proceedings, prudence reviews, proposed regulatory reforms, analysis of
supply options, privatization and restructuring.

* Advised utility and non-utility clients on many aspects of the competitive independent power
industry, including strategic and financial consulting assignments.

« Consulted legal counsel on a variety of litigation matters, including the development of expert
testimony on liability issues and the calculation of damages in a variety of industries.

¢ Provided strategic and economic analyses for clients in trade regulatory proceedings such as
dumping and subsidies.

* Provided financral and business valuation analyses in a number of transactions, including fair
market value for taxation purposes and valuation of family-owned businesses.
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ELECTRIC AND GAS UTILITIES

Mergers and Acquisitions (Market Power and Competition Issues)

e Advised clients and conducted analytic studies in connection with a large number of major electric
and electric-gas mergers and asset transactions of regulated companies. Provided testimony o
FERC for a numrber of these types of transactions.

+ Advised clients and provided confidential pre-screening analyses for potential mergers and
acquisitions.

« Conducted numerous analytic studies in connection with FERC market-based rate applications
and compliance filings for electricity sellers. Provided testimony to FERC for a number of these
types of transactions.

» Conducted numerous analylic studies in connection with FERC market-based rate applications

and compliance filings for gas storage facilities. Provided testimony to FERC for a number of
these types of transactions.

Utility Restructuring and Stranded Cost

+ Conducted analvytic studies and provided litigation support in connection with state stranded cost
proceedings in Ohio (Cincinnali Gas & Electric and Dayton Power & Light); West Virginia
{Monongahela Fower and Potomac Edison); Maryland (Potomac Edison) and Pennsylvania (West
Penn Power),

+ Provided analytic support evaluating the benefits of Public Service of Colorado’s proposed DC
transmission ine between Colorado and Kansas in support of a regulatory proceeding.

* Assisted in studies relating to privatization of the electricity industry in the United Kingdom,
including development of a computer mode! to simulate electricity dispatch and project future
prices, capacity needs and utility revenues under various scenarios. During temporary
assignment to London office.

e Participated in antitrust itigation involving a utility and a cogenerator, including preparation of an
expert report on liability and damage issues, preparation of expert witnesses for deposition, and
assistance in preparation for depositions of opposing expert and in-house witnesses.

« Assisted in the valuation of the interests of several firms in various cogeneration projects for the
purpose of combining these interests into a new entity or selling interests to third parties.

* Analyzed the financial feasibility and viability of a large number of cogeneration projects, assisted
in the preparation of presentations and filings and presented testimony to the relevant public utility
commission. Ms. Solomon also assisted in the development of a PC-based financial model to
analyze vanous cogeneration projects.

¢ Participated in a study to analyze the financial effects of a variety of restructuring options for a
utility, including transfer and/or sale of assets and subsequent sale-leasebacks, and debt
restructuring alternatives. In addition, she developed a PC-based financial model with
applications to utiity restructuring plans.



20080324-0014 FERC PDF (Unofficial) 03/20/2008

RIS BB O

Pace 3

» Provided litigation support in major utility rate proceedings, including assisting in the preparation of
responses to interrogatories and data requests, preparation of company and outside expert
witnesses for deposition and hearings, and assistance in the deposition and cross-examination of
intervenor witnesses.

s Participated in proceedings involving regulation of an ail pipeline, which included evaluating the
business risks faced by the company.

BUSINESS VALUATION

« Participated in a valuation study involving the fair market value of a privately held company for
purposes of an IRS proceeding.

e Participated in a valuation study in a divorce proceeding, where the assets being valued included
a privately held business.

s Participated in two strategic engagements that developed business plans and identified potenttal
acquisition candidates for the client.

« Provided advice to a client concerning the benefits and potential risks of developing a partnership
with a competitor.

PRores33IonNAL HISTORY

1986-2000 Putnam, Hayes and Bartlett. Inc. and PHB Hagler Bailly, Inc., Washington, DC, Senior
Vice President

1979-1986 Economic Consulting Services, Inc., Washington, DC

1976-1979 U.3. Department of Labor, Washington, DC
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Affidavit on behalf of Calpine Corp and LS Power Development LLC et al.. FERC Docket No. ECDB-13.
000. January 22 2008

Affidavit on behalf of AE:S Western Wind MV Acquisition, Docket No. EC08-37, January 15. 2008.

Affidavit on behalf of Dominion Energy Marketing, Inc. et al., application for market-based rate authority,
FERC Docket No. ER01-468, January 14, 2008.

Affidavit on behalf of Baltimore Gas and Electric Company et al., updated market-based rate filing, FERC
Docket No. ER99-2948.- . January 14, 2008.

Affidavit on behalf of Allegheny Energy Supply Company, LLC et al., updated market-based rate filing.
FERC Docket No. ER00-814-000, January 14, 2008.

Affidavit on behalf of Exelon Generation Company, LLC et al., updated market-based rate filing, FERC
Docket No. ER00-3251, January 14, 2008.

Affidavit on behalf of Pepco Holdings, Inc., et al., updated market-based rate filing, FERC Docket No.
EROQ8-___-000. January 14, 2008.

Affidavit on behalf of Green Mountain Power Corporation, updated market-based rats filing, FERC Docket
No. ER01-0989, January 14, 2008.

Affidavit on behalf of Duquesne Light Company et al., updated market-based rate filing, FERC Docket
No. ER98-4159 et al.. January 11, 2008.

Affidavit on behalf of Central Hudson Gas and Electric Corporation, updated market-based rate filing,
FERC Docket No. Docket No. ER97-2872 et al., January 11, 2008.

Affidavit on behalf of Bicent (California) Malburg LLC, application for market-based rate authority, FERC
Docket No. ER08-314-000, December 7. 2007,

Affidavit on behalf of Narthern Indiana Public Service Co. and Broadway Gen Funding, LLC, apphcatiun
and related exhibits requesting authonzation for a transaction 1o transter a generating facility, FERC
Docket No. EC08-21-000, December 6, 2007.

Affidavit on behalf of Langdon Wind, LLC. application for market-based rate authority, FERC Docket No,
ER08-250-000, November 21. 2007.

Affidavit on behalf of Czlpine Corp. and Harbinger Capital Partners Master Fund | Ltd et al _ joint
apphication for approval of the proposed distribution of common stock of a reorganized Calpine to
Acquirars. FERC Docket No. EC08-15-000. November 16, 2007

Affidavit on behalf of Waterbury Generation, LLC, application for market-based rate authority, FERC
Docket No. ER08-200-C00. November 9, 2007.

Affidavit on behalf of FFL Energy Oliver Wind Il. LLC, application for market-based rate authority, FERC
Dock:t No ER(08-197-C00. November 8. 2007
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Affidavit on behalf of Centrai Power & Lime. Inc . application for market-based rate authority, FERC
Daocket N EROB-148-000. November 1, 2007

Affidavit on behalf of Cilberton Power Company apphication for market-based rate authonty, F ERC
Dacret No. £ER08-83-000. Octoher 23, 2007,

Affidavit on behalf of B ack Bayou Storage. LLC. application for market-based rate authanty for a natural
gas storage fachty. FERC Docket No. CP0O7-451. Septermber 25 2007

Affidavit on behalf of NedPower Mount Storm LLC. application for market-based rate authonty. FERC
Docket No ERO7-1306-000, August 23 2007

Affidavit on behalf of Sampra Energy Trading Corp. in connection with market-based rate authonty, FERC
Docket No. ER(03-1413-005. July 25, 2007.

Affidavit an behalf of KSen Acquisition | LLC et al., application for disposihon of jurisdichonal facihhes,
FERC Docket No ECC7-116-000. July 13, 2007

Supplemental Affidavit on behalf of Williams Power Company, Inc., apphcation for market-based rate
authonty. FERC Docket No. ECO7-106-000, June 28 2007

Affidavit on behalf of Withams Power Co. Inc and Bear Energy LP, joint apphcation far authanzation of the
disposition of junsdictiinal facilities, FERC Docket No. EC07-106-000. June 14, 2007,

Affidavit on behalf of B uegrass Generation Company, LLC et al , notice of non-material change in status,
FERC Docket No. ERC2-506-008 et al . May 31, 2007.

Affidavit on behalf of BS Dighton Power LLC et al.. notice of non-matenal change in status, FERC Docket
Nos. ER06-1367-003 et al., May 30. 2007.

Affidavit on behalf of F°L Energy Point Beach, LLC, application for market-based rate authority, FERC
Docket No. ER07-904-000. May 16. 2007.

Affidavit on behalf of Copiah Storage, LLC application for market-based rate authority for a natural gas
storage facktly, FERC Docket No, CP02-24, March 29. 2007

Affidavit an behalf of NRG Power Marketing, Inc. and thity-one affilates most of which own generating
facilites. tnenmal market power update and notice of change in status. FERC Docket Nos. ER97-4281-
016 et al.,, March 26, 2007,

Affidavit on behalf of Ejan Hub Storage. application for market-based rate authonty for a natural gas
storage facility, FERC Docket No. CP07-88. February 20. 2007

Affidavit on behalf of Wisconsin Electric Power Co and FPL Energy Point Beach, LLC, joint appircation
for authorization to dispose of jurisdictional facilities, FERC Docket No. EC07-57-000. February 1, 2007.

Affict.awvit on behalf of Lake Road Generating Company, LP et al | joint application for authorization of the
dispasitton of junsdictional facilities pursuant to Section 203 of the Federal Power Act, FERC Docket No.
ECC ™-50-000. January 22. 2007,

Affidavit on behalf of Exelen Generation Company. LLC et al , notice of non-matenal change in status.
FERC Docket Nos. ERUD0-3251-013 et al . December 15, 2006,
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Rev sed Affidavit on nehaif of Calpine Energy Services. LP. trennial market analysis. FERC Dacket No.
ERCI-3562-004. December 13, 2006

Afficavit or behalf of Dynegy Entities and LSP Entiies, notice of non-matenal change in status. F'ERC
Docnet Nos ER0Z2-506-007 ot ai . November 2. 2006.

Afficavit on hehalf of Wisconsir Energy Corp.’s. Wisconsin Electrnic Power Co. et at. for authonzation to
dispose of junsdichonar facihttes, FERC Docket No ER07-14-000 Novemnber 2 2006.

Affidavit on behalf of Capine Energy Services. LP. updated trienmial market power analysis. FERC
Docset Mo EROU-350Z2-1004, October 30, 2606

Afficaat on behalf of Dynegy. application for authorizaton of transactions pursuant to Section 203 of the
Federal Power Act. FERC Dockel No. EC07-3-000. October 26, 2006

Athaavit on behiaif of Coral Power, LLC et al . tnennial updated market analysis. FERC Docket Nus.
ERG6-25-028 et ai . October 23, 2006.

Afficavit on behalf of Westar Energy, Inc. and Kansas Gas and Electric, request for rehearnng. FERC
Deocxet Nos. ER(3-§ 007 et al | Oclober 6. 2006

Atfiuavit on behaif of The Empire District Electric. request for rehearing. FERC Docket Nos. ER99-1757-
011 et al, September ~4. 2006.

Joint Affidavit {with William H. Hieronymus} on behalf of Powerex Corp.. errata to its 7/31/06 triennial
market power update, 'ERC Docket No. ER01-48-007, September 11. 2006

Affidavit on behalf of FIPLE Companies. joint trenmal market power update. FERC Docket Nus ER02-
2559-007 et al., Augus: 28. 2006.

Aftidavit on hehalf of FIL Energy Oliver Wind. LLC application for market-based rates. FERC Docket No.
ER06-1392-000, August 23 2008

Affidavit on behalf of The Canstellation MBR Entities, errata to their joint triennial market power update
submitted on 8/14/06, FERC Docket Nos ER99-2948-009 et al., Augus! 16, 2006.

Affidavit on behalf of Canstellation MBR Entities, joint tnennmial market power update. FERC Docket Nos.
ER99-2948-009 et al.. August 14. 2006,

Affidavit on behalf of Sempra Energy Trading Corp . updated market analysis, FERC Docket No. ER03-
1413-005. August 1. 2006

Joint Affidavit (with William H. Hieronymus) on behalf of Powerex Corp. triennial market power analysis in
support of its continuec authority to selt power at market-based rates, FERC Docket No. ER(01-48-007,
July 31. 20086.

Afficavit on hehalf of Reliant Energy Power Supply. LLC. application for market-based rates. FERC
Doc-et No ER06-1272-000, July 20-21, 2006.

Afficavit on behalf of Lincoln Generating Facility LLC fka Allegheny Energy Supply. updated generation
mar<et power study. FERC Docket No. ER(05-524-001. June 19, 2006
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Atfid.avit an behalf of A coa Power Generating, Inc & Alcoa Power Marketing. Inc . amendment to triennial.
upd ited market araiysis under ERN2-2074 et al. FERC Docket Nos. ER02-2074-002 et al.. May 17,
2000

Affidavit on behaif of A coa Power Generating. Inc and Alcca Power Marketing Inc . updated market
analysis of the tnenria' review of market-based rate authanty. FERC Docket Nos. ER02-2074-002 et al..
Apnl 132006

Affidavit on behatf of Morgan Energy Center, LLC et al | Catpine Giiroy Cogen, LP. Los Medanos Energy
Center, LLC, and KIAC Parners et al.. market-based rate fihngs. FERC Docket Nus. ER06-741-000 ot
al.. March 16. 2006,

Affidavit on behalf of Midland Cogeneration Venture Limited Partnership, market-based rate application,
FERC Docket No ERC8-733-000. March 15, 2006.

Atidavit un Lehalf of Duke Power Co, LLC et al |, notice of change in status tiling. FERC Docket Nos.
ER9Y6-110-020 et al.. March 1, 2006.

Affidavit on hehalf of Weslar Energy Inc & ONEOK Energy Services Co. LP. answer to protests filed by
Oklahoma Mumicipal Power Authonty et al.. FERC Docket No. ERU6-48-000. February 21, 2006,

Affidavit on hehalf of E igecombe Genco. LLC and Spruance Genco, LLC. market-based rate apphcation,
FERC Docket No. ERC6-635-000 and ER06-634-000, February 13 2006.

Affidavit on hehalf of NRG Energy. Inc. et al . joint application for authonzation under Section 203 of the
Federal Power Act to transfer jurisdictional facilities. FERC Docket No. EC06-66-000, January 20. 2006.

Affidawit on behalf of Westar Energy, Inc. et al. joint application for authonzation under Section 203 of the
Federal Power Act for the disposition of junsdictional facitites, FERC Docket No. EC06-48-000,
December 21, 2005

Affidavit on behalf of Calpine Energy Center. LLC . joint updated market power analysis, FERC Docket
Nos. ER02-2227-003 €t al., August 30. 2005

Affidavil on behalf of Allegheny Power. Aliegheny Energy Supply Co.. LLC, Allegheny Enerqy Supply
Gleason Generating Facility, Inc et al.. combined triennial market power report, FERC Docket Nos. ER98-
1466-003 et al.. Augus: 11, 2005.

Affidavit on behalf of Harmiston Power Partnership et al.. joint updated market power analysis, filed on
5/3/05. FERC Docket Mos. ER02-1257-003 el al., August 5, 2005.

Affidavit on behalf of MidAmerican Energy Co.. in connection with markel-based rate update, FERC
Docket No. ER96-719-306, August 1. 2005,

Affidavit on behalf of Ozcidental Power Services Inc.. updated market power analysis, FERC Docket No.
ER(02-1947-006. August 1. 2005,

Afficauit on behatf of FIPL Energy Duane Arnold LLC, joint application for approval of dispositian of
junscictional facilities. FERC Oocket Nos. EC05-114-000 et al., July 29. 2005.

Afficavit on behalf of FIPL Energy Duane Arnoid. LLC. authorization to sell at markel-based rates. FERC
Duocxet No. ER(5-1231-G00. Juiy 29. 2G0S5.
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Atha.veit on behaf of M dAmencan Energy Holdings Co. et al.. appiication for approvai of disposition of
juns.aicttonal facilitios under Section 203 of the Federal Power Act. FERC Dacket No. EC05-110-000. July
22,2005

Affidavit on behalf of Calpine Entities. joint updated market power anaiysis, FERC Docket Nos. ECO2-
1367003 etal Juiy 1&. 2005.

AHidavit on behalf of Bayonne Plant Holding LLC. as sucaessor ininterest of Cogen Technologies NJ
Ventare et al . as succ2ssor ininterest to Camden Cogen et al _ friennial updated market analysis. FERC
Docket Nogs £C02-1186-003 et al . July 15, 2005.

Affidavit on behaif of Cabazon Wind Partners, LLC & Whitewater Hill Wind Partners. consclidated
trienn-al updaled market analysis. FERC Docket Nos ER02-1695-003 et al., June 24, 2005.

Affidavit on behalf of TransAlla Energy Marketing {U.S.) Inc. et al . in connection with markel-hased rate
authority. FERC Dockel Nos. ER05-1014-000 et al.. May 24, 2005.

Affidavit on behalf of M nergy Neenah, LLC. updated tnennial market power analysis. FERC Docket No.
ER9Y-3125.007 May 16, 2005

Affidavit on behalf of Hermiston Power Parlnership et al.. joint updated market power analysis. FERC
Docket Nos ER02-1257-002 et al., May 3. 2005.

Affidawit on behalf of CIZS Marketing VI. LLC et al., market-based rate application. FERC Docket Nos
ERO05-818-000 et al . April 13 2006,

Affidavit on behalf of O1ondaga Cogeneration Limited Partnership, tnenmal updated market analysis,
FERC Docket No ER02-895-006, March 24, 2005.

Afidawvit on behalf of The Williams Entities’ (Williams Power Co Inc et al.), joint tiennial marke! power
update, FERC Docket Nos, ER(3-1331-004 et al . March 24. 2005

Alfidavit on behalf of J aron & Co and Power Receivable Finance LLC. errata lo triennsal updated markel
analysis submitted on - 2/30/04. FERC Docket Nos. ER02-237-003 et al.. February 25, 2005.

Affidavit on behalf of Delta Energy Center LLC, updated power analysis, FERC Docket No. ER02-600-
{003, February 14, 2005,

Affidavit on behalf of Wisconsin Electric Power Company, market-based rate filing, FERC Docket No.
ER05-540-000, February 4, 2005.

Aflidavit on behalf of J Aron & Co. and Power Receivable Finance. LLC. consolidated triennial updated
market analysis, December 30, 2004,

Affidavit on behaif MidAmerican Energy Co., supplement to 10/29/04 market-power update filing, FERC
Docket No. ER96-719-304, November 23, 2004.

Affidavit in connection with Comments of Cinergy Services, Inc. re Reporting Requirement for Changes in
Status for Public Utilittes with Market-Based Rate Authority under RM04-14, FERC Docket No. RM04-14.
000. November 15, 2004.
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Affidvit on behalf of Metcall Energy Center, LLC and Pastoria Energy Center, LLC, market-based rate
application, FERC Docket No. ER05-68-000 and ER05-67-000, Cutober 25, 2004,

Affidawit on behalf Calpine Bethpage 3, LLC and TBG Cogen Partners, market-based rate filing, FERC
Docket No ER(05-48-000 and ER04-1100-000, August 4. 2004.

Affifavit on behalf of The Empire Distnct Electric Co , updated market power anaiysis, FERC Docket No.
ER99-1757-005, September 27, 2004,

Athdavit on behaf of W sconsin Electric Power Co, revised generation market power portion of its
pending three-year market power update, FERC Docket No. ER98-855-004, September 27, 21104

Affidavit on behalf of Duke Power, a Division of Duke Energy Corp., market power analysis, FERC
Docket No. ER96-110-010, August 11, 2004,

Affidavit on behalf of Virginia Electric & Power Co et al.. application for the proposed transfer of
substantially all of the assets of Multitrade to Dominion Power, FERC Docket No. EC04-138-000, July 30.
2004

Affidavit on behalf of Goldendale Energy Center, market-based rate application, FERC Docket No. ER04-
1038-000, July 23, 2004

Affidavit on behalfl of Calumet Energy Team, LLC, updated triennial market power analysis, FERC Docket
No. ER01-389-001, July 20. 2004.

affidavit on behalf of Calpine Parlin, LLC, market-based rate filing, FERC Docket No. ER04-832-000, May
11. 2004,

Affidavit on behalf of Calpine Newark, LLC, market-based rate filing, FERC Docket No. ER04-831-000,
May 11. 2004

Affidavit on behatf of Virginia Electric & Power Co. application for market-based rates, FERC Docket No.
ER04-834-000, May 11. 2004,

Aflidavit on behalf of Virginia Electric and Power Co., UAE Mecklenburg Cogeneration, LP et al,
authorization for the proposed transfer of 100% of the ownership interests of Cogenco etc.. FERC Docket
No. EC04-104-000, May 6, 2004,

Affidavit on behalf of Occidental Power Marketing, LP, triennial market power analysis, FERC Docket No.
ER99-3665-004, April 14-15. 2004

Affidavit on behalf of The Williams Entities. joint tnennial market power update, FERC Docket Nos. ERO3-
1331-003 et al., March 12, 2004,

Affidavit on behalf of Wisconsin Electric Power Co., updated triennial market-power analysis, FERC
Docket No. ER98-855-003, January 29. 2004,

Afhd.ivit on behalf of GEN~SYS Energy, triennial update market power analysis, FERC Docket No.
ER97-4335-006, October 17, 2003.

Athd.rvt on behalf of Calpine Energy Services LP, updated market power analysis, FERC Docket No.
ER00-3562-001, September 22, 2003,
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Affic.avit on behralf of Racky Mountain Energy Center LLC, application for market-based rates, FERC
Docket No. ER03-1288-000. September 3, 2003,

Afficavit on behaif of Fox Energy Co, LLC, application for market-based rates, FERC Docket No. ER03-
983-000, June 24, 20103,

Afficavit on behaif of Cnehalis Power Generating Limited Partnership, application for market-based rates
etc., FERC Docket No. ERQ3-717-000, April 7. 2003

Afficcavit on behalt of Calpine Northbrook Energy Marketing LLC. tnennial updated market power analysis,
FERC Docket No. ER03-717-000. Qclober 23. 2002

Afficavit on behalf of Croctaw Generation Limited Parnership. updated tnennial market power analysis,
FERC Oocket No. ER98-3774-001, October 17, 2002.

Afhigavit on behalf of Rverside Energy Cenler. LLC, market-based rate iling, FERC Docket No. ER03-49-
000, October 16. 2002

Affidavit an behalf of Blue Spruce Energy Center, LLC. markel-hased rate filing. FERC Docket No. ER03-
25-000, Octuber 8 23C2

Prepared Responsive “estimony on behalf of Calpine Energy Services. LP et at. re San Diego Gas &
Electnc Co v Sellers cf Energy & Ancillary Services etc. under EL00-95 et ai, FERC Docket Nos. EL0O-
85-045 et al., Septembar 27, 2002,

Affidavit on behalf of D.uke Power Co.. a division of Duke Energy Corp . market-based rate fiing. FERC
Docket No. ER96-110-007, December 17. 2001,



Exhibit J-3
OG&E's Generation Assets
Summer Summer
Balancing Summer Net Net
NERC Authority Rating Ownership Interest Purchases Capacity

Region Area Plant Name Unit# UnitType (MW) Share (MW) {Sales) {MW)
SPP OG&E Enid 1 GTNG 14  1000% 0 0
SPP OG&E Enid 2 GTNG 14 1000% 0 0
SPP OG&E Enid 3 GTNG 14 1000% o o
SPP QOG&E Enid 4 GTNG 14 1000% 0 0
SPP OG&E Horseshoe Lake 10 STNG 46 100.0% 46 46
SPP OG&E Horseshoe Lake 6 STNG 169 100.0% 168 169
SPP OG&E Horseshoe Lake 8 STNG 387 100.0% 387 387
SPP OG&E Horseshoe Lake 9 STNG 46 100.0% 46 46
SPP OG&E Horseshoe Lake GT7 CCNG 17 100.0% 17 17
SPP OG&E Horseshoe Lake ST7 CCNG 217  100.0% 217 217
SPP OG&E Muskogee 3 STNG 166 100.0% 166 166
SPP OG&E Muskogee 4 STCOAL 511 100.0% 511 511
SPP OG&E Muskogee 5 STCOAL 522 100.0% 522 522
SPP OG&E Muskogee 6 STCOAL 515 100.0% 515 515
SPP 0OG&E Mustang 1 STNG 53 100.0% 53 53
SPP OG&E Mustang 2 STNG 53 100.0% 53 53
SPP OG&E Mustang 3 STNG 118  100.0% 118 118
SPP OG&E Mustang 4 STNG 250 100.0% 250 250
SPP OG&E Mustang 5A GTNG 31 100.0% 3 3
SPP OG&E Mustang 5B GTNG 33 100.0% 33 33
SPP 0OG&E Seminoie 1 STNG 506  100.0% 506 506
SPP OG&E Seminole 2 STNG 50t  100.0% 501 501
SPP 0G&E Seminole 3 STNG 519 1000% 519 519
SPP OG&E Seminole GT1 GTNG 16 100 0% 16 16
SPP OG&E Woodward GT1 GTING 12 100.0% 12 12
SPP OG&E Sooner 1 STCOAL 531 100.0% 531 531
SPP OG&E Sooner 2 STCOAL 535 100.0% 535 535
SPP  OG&E McClain Energy Facility CT1 CCNG 146 77 0% 112 112
SPP  OG&E McClain Energy Facility CT2 CCNG 148 77.0% 114 114
SPP OG&E McClain Energy Facility ST1 CCNG 167  77.0% 129 129
SPP OG&E Centennial Wind Farm WT1 WTWND 120  100.0% 120 120

Total 6,226 0 6,226
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Exhibit J-3
OGA&E's Generation Assets
Summer Summer
Balancing Net Net
NERC Authority Ownership  Interest Purchases Capacity
Region Area Plant Name Unit # Share (MW} (Sales) (MW}
OG&E Purchases
3PP OG&E Oklahoma Wind Energy Cenie GE15 Di 5i
SPP CSWS PowerSmith Cogeneration Project  GT01 11 11
SPP OG&E Redbud Power Plant ccC 300 300
SPP OG&E AES Shady Paint GEN1 320 320
SPP SWEPA Purchase From SWEPA NA 31 3
Total 813 813
Total OG&E Capacity 6,226 813 7,039

Source for unit ratings in Exhibit J-3: Unit ralings are from Annual Electric Generator Repori. Energy Information Administration, EIA Form-860

http://www eia.doe gov/cneaflelectricity/page/capacity/capacity. himl
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Exhibit J-3
GRDA's Generation Assets
Summer Summer
Balancing Summer Net Net
NERC Authority Rating Ownershipor Interest Purchases Capacity

Region Area Plant Name Unit # Unit Type (MW) Control Share (MW) (Sales) (MW)

SPP GRDA GRDA 1 STCOAL 490 100.0% 490 490
SPP GRDA GRDA 2 STCOAL 520 62 0% 322 322
sSPP GRDA Markham 1 HYWAT 28 100.0% 28 28
SPP GRDA Markham 2 HYWAT 28 100.0% 28 28
SPP GRDA Markham 3 HYWAT 29 100.0% 29 29
SPP GRDA Markham 4 HYWAT 29 100.0% 29 29
SPP GRDA Pensacola 1 HYWAT 20 100.0% 20 20
SPP GRDA Pensacola 2 HYWAT 20 100.0% 20 20
SPP GRDA Pensacola 3 HYWAT 20 100.0% 20 20
SPP GRDA Pensacola 4 HYWAT 20 100.0% 20 20
SPP GRDA Pensacola 5 HYWAT 20 100.0% 20 20
SPP GRDA Pensacola ) HYWAT 20 100.0% 20 20
SPP GRDA Pensacola A HYWAT 1 100.0% 1 1
SPP GRDA Salina 1 PSWAT 43 100.0% 43 43
SPP GRDA Salina 2 PSWAT 43 100.0% 43 43
SPP GRDA Salina 3 PSWAT 43 100.0% 43 43
SPP GRDA Salina 4 PSWAT 43 100.0% 43 43
SPP GRDA Salina 5 PSWAT 44 100.0% 44 44
SPP GRDA Salina 6 PSWAT 44 100.0% 44 44
SPP GRDA Boomer Lake Station 1 STNG " 100.0% 1 11
SPP GRDA Boomer Lake Station 2 STNG 13 100.0% 13 13
SPP GRDA Boomer Lake Station 3 ICFO2 2 100.0% 2 2
SPP GRDA Boomer Lake Station 4 ICFO2 2 100.0% 2 2
SPP GRDA Boomer Lake Station 5 ICFO2 2 100.0% 2 2
SPP GRDA Stillwater Water Treatment f 6 ICFO2 2 100.0% 2 2
SPP GRDA Cushing 1 ICFO2 2 100.0% 2 2
SPP GRDA Cushing 10 ICFO2 4 100.0% 4 4
SPP GRDA Cushing 11 ICFO2 6 100.0% 6 6
SPP GRDA Cushing 2 ICFO2 1 100.0% 1 1
SPP GRDA Cushing 3 ICFO2 0 100 0% 0 0
SPP GRDA Cushing 4 ICFO2 0 100.0% 0 0
SPP GRDA Cushing 5 ICFO2 0 100.0% 0 0
SPP GRDA Cushing 6 ICFO2 1 100.0% 1 1
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Exhibit J-3
GRDA's Generation Assets
Summer Summer
Balancing Summer Net Net
NERC Authority Rating Ownershipor Interest Purchases Capacity
Region Area Plant Name Unit# UnitType (MW) Control Share (MW) {Sales) (MW)
SPP GRDA Cushing 7 ICFO2 2 100.0% 2 2
SPP GRDA Cushing 8 ICFO2 2 100.0% 2 2
SPP GRDA Cushing Y 1ICFQ2 2 77.0% 2 2
1,358 0 1,358
GRDA Purchases
SPP OG&E Redbud Power Plant CcC CCNG 1,195 0.0% 150 150
Total GRDA Capacity 1,358 150 1,508
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Exhibit J-3
OMPA's Generation Assets
Summer Summer
Summer Net Net
NERC Balancing Rating Ownershipor Interest Purchases Capacity
Region Authority Plant Name Unit # Unit Type (MW) Control Share (MW) (Sales) (MW)

SPP OG&E Kaw Hydro 1 HYWAT 30  100.0% 30 30
SPP OG&E Ponca City 1 CCNG 19 100.0% 19 19
SPP OG&E Ponca City 3 GTNG 8 100.0% 8 8
SPP OG&E Ponca City 3 CCNG 36 100.0% 36 36
SPP OG&E Ponca City 4 GTNG 44 100.0% 44 44
SPP OG&E Laverne 1 ICFO2 2 100.0% 2 2
SPP OG&E Laverne 2 ICFO2 2 100.0% 2 2
SPP AEP West Pirkey 1 STNG 675 2.3% 16 16
SPP AEP West Oklaunion 1 STCOAL 690 11.8% 81 81
SPP OG&E McClain Energy Facility CT1 CCNG 146 23.0% 34 34
SPP OG&E McClain Energy Facility CT2 CCNG 148 23.0% 34 34
SPP OG&E McClain Energy Facility ST1 CCNG 167 23.0% 38 38
SPP OG&E Dolet Hills 1 STCOAL 650 3.9% 25 25
SPP AEP West Pawhuska 1 ICFO2 1 100.0% 1 1
SPP AEP West Pawhuska 2 ICFO2 1 100.0% 1 1
SPP AEP West Pawhuska 3 ICFO2 3 100.0% 3 3
SPP AEP West Pawhuska 5 ICFO2 2 100.0% 2 2
SPP AEP West Ponca 2 STNG 36 100.0% 36 36
SPP AEP West Ponca Diesel 1 ICFO2 5 100.0% 0 0
SPP AEP West Paonca Diesel 10 ICFO2 2 100.0% 2 2
SPpP AEP West Ponca Diesel 11 ICFQ2 2 100.0% 0 0
SPP AEP West Ponca Diesel 4 ICNG 2 100.0% 2 2
SPP AEP West Ponca Diesel 6 ICNG 1 100.0% 1 1
SPP AEP West Ponca Diesel 7 ICNG 2 100.0% 2 2
SPP AEP West Ponca Diesel 8 ICNG 3 100.0% 3 3
SPP AEP West Ponca Diesel 9 ICNG 5 100.0% 5 5
Total 427 0 427

OMPA Purchases
SPP OG&E Oklahoma Wind Energy Center GS0O0  WTWND 51 0.0% 51 51
SPP GRDA Purchase From GRDA NA NA 50 50
SPP OG&E Redbud Power Plant cC CCNG 1,195 0.0% B0 80
SPP SWEPA Purchase From SWEPA NA NA 78 78
Total 259 259
Total OMPA Capacity 427 259 686
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Exhibit J-3
Redbud and Affiliates’ Generation Assets in and Around SPP
Summer
Balancing Summer Summer Net Net
NERC Authority Rating Ownership or Interest Purchases Capacity
Owner Region Area Plant Name Unit Type (MW) Control Share {MW) {Sales) {MW)
Kelson SPP OG&E Redbud Power Plant CCNG 927 100.0% 927 (531} 396
Kelson SPP OGAE Reobud Power Plant GTNG 268 100.0% 268 268
Kelson SPP MPS Aries Power Project CCNG 558 100.0% 558 558
Kelson SPP MPS Aries Pawer Project GTNG 62 100.0% 62 62
Kelson SERC Entergy Cottonwood Energy Project CCNG 957 100.0% 957 957
Kelson SERC Entergy Cottonwood Energy Project GTNG 276 100.0% 276 276
Kelson SERC TVA Magnolia Power Plant CCNG 729 100.0% 729 729
Kelson SERC TVA Magnolia Power Plant GTNG 78 100.0% 78 78
Total Keison Capacity 3,856 3,856 (531) 3,325
SPP
Calpine SPP CSWS Oneta Energy Center 1,082 100.0% 1,082 1,082
Calpine SPP CSwWS Pryor Power Plant 112 100.0% 112 112
Total Calpine SPP Capacity 1,194 0 1,194
SERC
Calpine SERC DUK Broad River Energy Center GTNG 841 100.0% 841 (841} 0
Calpine SERC EES Carville Energy Center CCNG 500 100.0% 500 500
Calpine SERC EES Pine Bluff Energy Center CCNG 198 100.0% 198 (55} 143
Calpine SERC SCEG Columbia Energy Center CCNG 288 100.0% 288 288
Calpine SERC SCEG Columbia Energy Center GTNG 177 100.0% 177 177
Calpine SERC S0CO Hog Bayou Energy Center CCNG 230 100.0% 230 230
Calpine SERC S0CO Santa Rosa Energy Center 236 100 0% 236 236
Calpine SERC TVA Decatur Energy Center 624 100.0% 624 (624) 0
Calpine SERC TVA Morgan Energy Center 749 100.0% 749 749
Total Calpine SERC Capacity 3,843 (1,520) 2,323
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MODELING AND DATA INPUTS

CASm s a linear programming model developed specifically to perform the calculations
required in undertaking the delivered price test. The model includes each potential supplier as a
distinct “node™ or arca that is connected via a transportation {or “pipes’) representation ot the
transmission network.  Each link in the network has its own non-simultancous Limit and cost.
Potential suppliers are allowed to use alt economically and physically feasible links or paths to
reach the destination market. In instances where more generation meets the cconomic facet of the
delivered price test than can actually be delivered on the transmussion network, scarce transmission
capacity 1s allocated based on the relative amount of economic generation that cach party controls

at a constrained interface.

I conducted the competitive analysis screen using the existing market structure and publicly
available data on generation and transmission capacity. The data imputs were adjusted to retlect
2008 conditions (e.g.. to reflect updated tuel prices. load, and gencration), when the Transaction is
expected to be completed. A complete set of the input data used in my analysis is contained in my
workpapers. 1 provide a summary of the key inputs in Exhibit J-1 and below.

Regions Modcled

I included as potential suppliers all entities within three wheels of the specitied destination
market.”  The model includes all significant generation and load sources, including traditional
utilitics, non-utility and merchant generators, municipal utilities and cooperatives. Each cntity is

T "l . . . .
generally modeled as an individual “node.”™  For most of the regions included in the model,

This list was selected i recognition of the Commission’s guidance regarding the number of wheels a potential
supplier can realistically travel and stull be considered a player in the destination market.  For example, in
FirstEnergy, the Commission limited the number of wheels “a supplier could reasonably travel to reach the
destination market,” recogmzing that “[mjore distant supphers would face considerable losses and transmission
costs.” The Commission limited the potential suppliers to those within four wheels, Okio Edison Ca., 80 FERC T
61.039, reh 'y denied, 81 FERC 61,109 (1997), ren g denied, 85 FERC ¥ 61,203 (1998).

Also, the request for comments on the use of computer models in merger analysis suggests that “three wheels has
been deemed adequate.” Inquiry Concemning the Commission’s Policy on the Use of Computer Models in Mcrger
Analysis, Notice of Request for Wnitten Comments and Intent to Convene a Technical Conference, Docket No.
FL9%-6-000, Apnl 16, 1998, at 24, Including a broader geographic region implies adding additional potential
suppliers not controlled by applicants: thus, defining the set of potential suppliers in this manner is conservative,

ta

I'he term “nodes”™ 15 used i CASm w denote a region or bubble where load, gencration, or transmission assets are
apgregated.
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including the relevant regional transmussion organizations (“RTOs™), balancing authorities were

used to aggregate generation and transmission assets.”
Generating Resources

The main sources tor data on generating plant capability are the most recent EIA-860 and
EIA-311 reponis (2007), supplemented by carlier editions as necessary, as well as data from
Ventyx (formerly Global Energy Decisions), Veloenty Suite Online, a third-party vendor of such
information.  These data sources provide information on capacity (nameplate and seasonal
(summer and winter) net dependable capacity ("NDC™) raungs), planned retirements and additions,
unit status, primary and sccondary fuet, and ownership. including jountly-owned units. NDC
ratings were uscd for the analyses, with the Summer ratings used for the Shoulder time periods.
Planned retirements and capacity additions were reflected in the analysis, as described below. For
Jointly-owned plants, shares were assigned to cach of the respective owners.  The capacity
representing shares off jointly-owned units was “moved™ in most regions of the model trom its
actual physical location to the geographic location of the owner because 1 assume that there is firm
transmission to the owner’s balancing authority arca. This should be consistent with the treatment

of base flows in the relevant SIi. studies and the non-simultancous limits,

Each supplier’s gencerating resources were adjusted to retlect long-term (one year or more)
capacity purchases and sales where they could be identitied from publicly available data.®  The
capacity representing firm purchases and sales, analogous to the treatmemt of jointly-owned units,
was “moved” in the rodel from its actual physical location to the geographic location of the buyer.
Generation ownership was adjusted to reflect the transfer of control by assuming that the sale
resulted in a decrease in capacity for the seller and a corresponding increase in capacity for the

buyer® Consistent with guidance provided in Appendix A, it was assumed that system power sales

The PJM RTO was conservauvely excluded in the analysis, even though it is technically within 3 wheels.

* The three seasons are Summer {June, July and August), Winter (December, January and February) and Shoulder
(March through May and September through November).

“ Sources for such mformation include FERC Form 1 and EIA Forms 411 and 412, utility resource plans and
NERC's Electricity Supply and Demand database (as complied by Ventyx). Requirements contracts are treated as
the equivalent of native load and potential supplier’s Economie Capacity was not adjusted to reflect them,

h

Consistent with this assumption, NUGs were assumed to be under the control of the purchasing uthty. The
Revised Filing Requirements direct applicants to consider whether operational control of a unit is transterred 1o the
puyer. Such information generally is not readily asailable for non-applicants. Therefore, | treated long-term sales
as being under the control of the purchaser,
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were compnsed of the Jowest-cost supply for the seller unless a more representative price could be
identiticd.” Public data on purchases and sales, however, are not entircly complete or consistent
across sources. In any event, adjustments to generating capacity tor long-term sales and purchases
are primanly relevant for OG&E, GRDA, OMPA and. to a lesser degree, other suppliers in the

SPP.

Because the delivered price test is intended to evaluate energy products, seasonal capacity
was de-rated to approximate the actual availability of the umts in cach period.  That s, it was
assumed that generation capacity would be unavailable during somc hours of the vear for cither
{planned) maintenance or forced (unplanned) outages. Data reported in the NERC “Generating
Availability Data System”™ ("GADS™) was used to calculate the “average cquivalent availlability
factor™ to estimate total outages, and the “average cquivalent forced outage rate™ to estimate forced
outages tor fossil and nuclear plants.” Based on a review of historical planned outages in OG&E
and the SPP more generally (as reported in FERC Form 714s), scheduled maintenance was
assumed to occur mostly in the Shoulder scason (70 percent), with the remainder scheduled duning
the Winter season. Forced outages were assumed to occur uniformly throughout the year, Forced
and planned outages are applied consistently to all units in my analysis, such that the impact of
alternative outage rates will typically have a largely symmetric impact on the amount of potentia
generation included in the analysis.

Supply curves were developed tor cach potential supplier in the model, based on estimates
of each umit’s incremental costs. The incremental cost is calculated by multiplying the fuel cost for

the unit by the unit’s cfficiency (heat rate) and adding any additional variable costs that may apply.

“[TThe lowest runming cost units are used to serve native load and other firm contractual obligations” (Order No.
592 at 30,132). The lowest-cost supply that was available year-round (i.c.. excluding hydro) was used. To the
extent that long-term sales could be identified specifically as unir sales, the capacity of the specific generating unit
was adjusted to reflect the sale. and the vanable element of the purchase price attributed to the sale was the
vanable cost of the unit. The dispatch price for system purchases was based on the energy price reported for long-
term purchases in FERC Form 1 where such purchases could be identified and a vanable cost price determined. In
imstances where the purchases could not be matched with FERC Form | data, the dispatch price was estimated.

For combined-cycle units, the most recent GADS dataset does not report a value and the 1999-2003 version of
GADs was used.  In addition to thermal unit availability, hydro unit availability and generation are specified for
cach time period.  For cach of the time periods analyzed, hydro capacity factors have been assigned to each unit
based on histoncal operation. Capacity factors for hydro units were based on tive vears of Form 759 monthly
generaton data, repoted maximum capacities and, where necessary. assumptions regarding minimum capacity
tassumed (o be 15 percent of maximum f no data s avanlable).
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such as costs for variable operations and maintenance (“O&M™) and costs tor environmental

Q
controls.

Data vsed to derive incremental cost estimates for each unit were taken from the following
SOUrces:

e Hcat Rates  EIA Form 860 and data reported in Ventyx's database. (Note that
the most recently available data trom the Form 860 date back to 1995.) ™ Full-
load heat rate were used n estimating incremental costs.

¢ Fuel Costs - Futures prices and Regional Projections. Regional dispatch costs
tfor natural gas and oil umts were denved from futures market data and spot
price history (retrieved in February 2008). For gas-fired units, I rehied on 2008
NYMEX tHenry Hub natural gas tutures contract prices and applied regional
basis differentials. T used these data to cstimate regional delivered commodity
prices tor all gas-fired units modeled. Basis ditferentials were estimated from a
review of regional market center and Henry Hub prices from EIA.  The
NYMEX Henry Hub price, plus cach region's basis differential equals my
cstimated regional price. For oil-fired units, [ relied on the NYMEX tutures
contract for light sweet crude oil. 1 estimated delivered residual and distillate
oil prices based on a multi year analysis of delivered refined products versus
spot crude oil prices. | used plant specific forecasts of coal prices (from FERC
Form 423 supplemented by Ventyx) as the basis for my coal unit dispatch cost
and escalated to 2008 using information in EIA's Annual Energy Outlook (table
!5). In instances where no forecast was available for a given umit, 1 used
regional average price estimate as my default.

e Variable O&M - $1.MWh for gas and oil steam units, $3. MWh for scrubbed
coal-fired units and $2/MWh for other coal-fired units (generic estimates based
on trade and industry sources). Additional Variable O&M adders for other unit
types arc shown in my workpapers.  As noted, these variable O&M costs arc
generic estimates by plant type and do not necessarily match actual individual
unit O&M costs. Notably, vanable O&M accounts for a minor portion of the
dispatch costs used in the analysis, and, imponantly, the specific O&M
assumption tends not to alter the mertt order of the generic types of generation.

For non-utility generation ("NUGs™), the incremental costs were estimated on the basis of the energy price
reported in relevant regulatory filings, it available. Otherwise, NUGs were assumed to be must-run and the
sariable costs set o zero. New merchant and wtility capacity included in the analysis was priced assuming an
average full-load heat rate of 10,000 BtukWh for combustion turbines and 7.000 BrukWh for combined cycle
plants unfess information trom Ventyx was available. These values were denved from an evaluation of exisuing
echnology  Variable O&M costs for new units were assumed to be the same as for existing units.

Lor combined-cyele umts, Ventyx provides information on the combined-cyele and peaking (e.g., duct tiring)
mudes of operation and | have incorporated this information where avanlable. 1 assumed a generic heat rate for the
duct finng capaaity of 8,600 btu kWh,
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¢ [ovironmental Costs — AR units covered by Phase I of the Clean Amr Act
Amendments of 1990 (CAAA) are assessed a variable dispatch adder to cover
costs assoviated with SO2 emissions,  This unit-specific cost is calculated using
the SO2 content of fucl bumed at the unit as reported in FERC Form 423
{adjusting for emissions reduction equipment at the facihity) and an SO2
allowance cost of $556.10on tor 2008."" In addition to SO2. the unit dispatch
costs also reflect the impact of extsting NOx trading programs in the Northeast
(OTR).  Unit-specific data on NOx rates (Ibs'mmBtu) were taken from the
EPA"s 2000 Acid Rain Program Emission Scorccard.™ The NOx allowance
price for the OTR was assumed to be $650 ton. '

Price Data

As noted in Exhibit J-1, market prices were selected based primarity on a review of the EIS
historical real-time prices (an hourly series of data) and a forecast of market prices in the SPP trom
Ventyx (reported on an hourly basis)."* For the EIS prices and Ventyx's hourly data serics, 1
aggregated the data into the 10 time periods analyzed in the DPT. For my base case pnices, 1 relied

primarily on the average of the EIS data and Ventyx's forecast in each of the 10 time periods.”

[ also revicwed the historical operation of generating facilities in the SPP in order to venty
that my assumed market prices and the iput prices that drive the incremental cost of units in the
model were consistent with historical and expected operation.  Included in workpapers is an
analysis of the operation of these units, using information collected by the Environmental

Protection Agency (“EPA™).'®  While cxamining capacity factors and historical operating

Consistent with my methodology for estimating coal prices, | used plant specific forecasts of 802 emissions from
Plats as the basis tor my coal unit dispatch cost. When there was no forecast for a given unit. | defaulted to
regional average SO; estimate. SO- costs are from Evolution Markets [1.C's Monthly Market Update - S02
Markets (September 3™ 2007),

In cases where unit-specific data were not available. such as for new capacity, the following boiler level
assumptions were applied. based on the unit’s fuel type: Coal -0.4; Oil  0.2; Natural Gas - 0.1.

NOx rates were derived from EPA's 2000 Acid Rain Program Emission Scorecard and NOx allowance price 1
from Evolution Markets 1.1.C's Monthly Market Update - NOx Markets (September 3™ 2007).

I also reviewed OG&E's system lambda data and prnicing information from FERC's February 2008 market

I <

I verified that the underlying gas prices used in my analysis and those underlying Ventyx's forecast were
consistent, as shown in workpapers. 1 also confirmed that the resulting seasonal average prices were consistent
with the actual capacity factors tor combined-cycle generation hke Redbud.

" FPA’s Continuous Emission Monitoring System ("CEMS™) data provides hourly output data on tossil generators.

!retrieved the data from Ventyx,
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information is not necessarily a direet indicator of expected operation,' the data supports the
market prices that 1 have selected.  Specifically, the data show that combined-cyele umits
histonically have operated at relatively high capacity factors in the Summer scason, although not
during the oft-peak hours. During the Winter scason, they do not appear to have operated outside
of the peak hours. Combined-cycle operation duning the Shoulder months 15 mixed. operating
similar to the Summer pattern during months ncar the Summer (May and September) and operating

similar to the Winter season during the Shoulder months around the Winter (November, March).

Transmission

The Commussion’s Appendix A analysis specifies that the transmission system be modeled
on the basis of inter-control area transmission capability using transmission prices based on
transmission providers’ maximum non-firm OATT rates, except where lower rates can be clearly
documented. This dictates a transportation representation of the transmission network, and the
structure of CASm was designed to contorm to Appendix A This representation remains
appropriate for some regions in the United States (ie.. those where transmission service 1s still
generally provided under cach transmission owner’s OATT), such as in SERC. Basing tanfts on
OATT rates s increasingly maodified by RTO transmission pricing amangements, however, and the

'* As discussed below. | incorporated

Comnussion has instructed applicants to account for them.
the RTO arrangements in my modeting of transmission rates and limits and have also explicitly

incorporated SILs into my modeling assumptions.

Balancing authority area-to-balancing authority arca transmission capability was taken
primarily from OG&E’s transmission study (for the direct interconnections between OG&T and
GRDA and their first-tier balancing authority arcas) and from postings on the Open Access Same-
Time Information System (“OASIS™). For non-SPP markets, QASIS reports Total Transmission

Capability (“TTC™), firm Available Transmission Capability ("ATC™) and non-firm ATC. Data

There are a number of reasons why it is problematic to use historical operations directly to predict expected
operations, in addition to the obvious forecasting 1ssues.  For example, umts may operate tor non-economic
reasons, such as for local reliability conditions, in response to specific outages or in support of cogenceration
processes. Unuts alse may have expenenced extended outages or faced other system conditions that would not be
¢apected to oceur in the future. Nevertheless, a review of historical operation can inform the selection of market
ATICES.

See Revised Filing Reguirements Under Part 33 of the Commission s Regulutions, Order No. 642, FFRC Stats.
& Regs. Reps. Preanbles July 1996-Dec. 2000) © 30111 at 31,890 (20000, on reh g, Order No. 642-A, 94
FERC T 61,289 (20, (“Revised Filing Requrrenitents™ or “Order No. 6427,

6



20080324-0014 FERC PDF (Unofficial) 03/20/2008

Exhibit J-4

generally are provided monthly for a twelve-month period starting with the next month. Monthly
non-tirm ATC postings were used in most instances where data {from OASIS is available. For
regions where transmission is no longer posted on a balancing authonty arca-to-balancing authority
arca hasis, 1 have generally used values from older filings or used information from other sources.
although | would note that the assumption on transnussion capacity in the regions outside of the

destination markets™ first-tter regions has an instgntficant impact on the results of my analysis.

For my analysis of the SPP EIS market. 1 used transmission limits into SPP trom a recent
SPP report (Southwoest Power Pool Intra-Regional Appraisal and Studv Observation, 2006
Summer Peak Transmission Assessment, May 2006). 1 used the largest ot the FCITCs into SPP as
an SIL from Eastern Interconnection regions, based on the assumption that the SII. would be no
less than the maximum of any one of the FCITCs." In my maodeling, I also reflected the FCITCs
from cach of the other NERC regions in the Eastem Interconnection, with the SIL hmiting imports
overall™ In addition to the SII. for Fastern Interconnection imports, 1 also included potential
imports from WECC (610 MW from the DC ties between WECC and SPP) and from the
Electricity Reliability Council of Texas (“ERCOT™ (820 MW trom the DC ties between ERCOT
and SPP). Since the DC ties are not synchronous with the SPP transmission system, they have no
atfect on the SUE. There 1s more than sufficient capacity (both Economic and Available Economic)
in WECC and ERCOT to fill this transmission capacity. Rather than develop a detatled model of
WECC and ERCOT, I assumed that these additional imports would be divided among a sutticient

number of partics that these imports would not maternially impact the market HHs.

Consistent with Order No. 592, the ceiling rates in Schedule 8 (Non-Firm Point-to-Point

Transmission Scrvice) of cach utility’s Order No. 888 filings were used for utilities that arc not part

M

of RTO arrangements.” In many instances, utilitics report both on-peak and oft-peak ceiling rates

This is consistent w itk the manner in which | used FCITCs in the FCITC case described in Exhibit J-1.

The FCITC values berween regions were based on ¥NERC's Summer Assessment, 2004, Figure 3 (Normal Base
Electricity Transters and FCITCs). Note that the 2004 report 1s the most recent that includes the FCITCs between
“ERC subregions. Given the overall SIL applied into the SPP EIS market, the individual FCITCs are not cntical
to this analysis.

In instances where transmission data were not reported in dollars per MWh, the 'MW rates were converted to
S MWh rates using the “Appalachian™ method. Appalachion Power Co 39 FERC 9 61,296 at 61,965 (1987). If
mstances when data was not available, [ assumed detault transmission rates of $2 MWh and $1 MWh for peak and
it-peak periods, respectively.
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in its Order No. 888 filing. 1f so, the applicable transmission rate for the on- and off-peak periods
were used. It not, the filed ceiling rate was applied for all periods. Ancillary service charges from
Schedules 1 (Scheduling, System Control and Dispatch Service) and 2 (Reactive Supply and
Voltage Control from Generation Sources Scervice) of Order No. 888 filings were added where

apphcable to determine the final rates.

Losscs, which are assumed to be 2.8 pereent. are assessed for cach wheel incurred along
the path to deliver power to the destination market but are not added for the final wheel into the

destination market.
Allocation of Limited Transmission

Appendix A notes that there are various methods for atlocating transmission, and that
apphcants should support the method used. For purposes of this analysis, limited transmission
capacity was allocated using a prorata “squeeze-down” method. so-named because it secks to
prorate capacity at cach node and is the closest approximation to what the Commission applied in
FirstEnergy~" that is computationally feasible. Under this method, shares of available transmission
arc allocated at cach interface, diluting the importance of distant capacity as it gets closer to the
destination market.  When there is economic supply (i.c., having a delivered cost less than 105
percent of the destination market price) competing to get through a constrained transmission
mterface into a control area, the transmission capability is allocated to the suppliers in proportion

to the amount of economic supply cach supplier has outside the interface.

Shares on cach transmission path are based on the shares of deliverable cnergy at the
source node for the particular path being analyzed. The calculations start at the outside of a
network, defined with the destination market as its ¢enter, and cnd at the destination market itself.

A series of decision rules are required to accomplish this proration. The purpose of these decision

2 ] . . ~ L . . . .
See Inquine Concerning the Commission's Merger Policy Under the Federal Power Act. Policy Statement, Order

No. 892, FERC Stats. & Regs.[Regs. Preambles 1996-2000] 9 31,044 at 30,133¢1996) {“Merger Policy Statement™
ot "Order No. 5927 *In many cascs, multiple suppliers could be subject to the same transmission path limitation
to reach the same destination market and the sum of their cconomic generation capacity could exceed the
ransmission capability available to them. In these cases, the ATC must be allocated among the potential suppliers
{or analvuc purposes. There are various methods tor accomphishing this allocation. Apphcants should support the
nethod used. ™), reconsideration denied, Order o, 392-A, 79 FERC 1 61,321 (1997).

T Uhin Edison Co. at 61,106-07: *When there was more economic capacity {or available economic capacity) outside
ot a transmission interface than the unreserved capability would allow to be delivered into the desunation market,
the transmission capability was altocated 1o the suppliers i proportion to the amount of economic capacity cach
supplier had outside the interface.”
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rules s limited 10 assigning a unique power flow dircetion to cach link for any given destination
market analysis. Ongce the inks are given a direction, the complex network can be solved. CASm
implements a scries of rules to determine the direction of the path. The first rule (and the one
expected to be applicd most frequently) is based on the direction of the flow under an cconomic
allocation of transmission capacity. Other options take into consideration the predominant flow on
the line based on desired volume (the amount of cconomic capacity sceking to reach the
destination market. the number of participants sceking to use a path in a particular direction, and

the path direction thar points toward the destiation market).

The model proceeds to assign suppliers at cach node a share equal to their maximum
supply capability. At cach node, “new” suppliers (those located at the node outside of the next
interface) are given a share cqual to their supply capability, and the shares of more distant supplicrs
(those who have had to pass through interfaces more remote tfrom the destination market in order
to reach the node) are scaled down to match the line capacity into the node. Ultimately, the shares
at the destination market represent the prorated shares of Economic Capacity or Available
Economic Capacity that 1s economically and physically feasible. Additional technical details of

how CASm operates, including how transmission is allocated. is provided in Exhibit J-5.

9
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COMPETITIVE ANALYSIS SCREENING MODEL (CASm)

CRA International’s Competitive Analysis Screening model ("CASm™) is designed to perform the
calculations required :n order to conduct a market power analysis under Appendix A of the FERC
Merger Policy Statement (*Order No. 5927 or “Appendix A™).' The delivered price test specified
in Appendix A requires an analysis of market concentration for a large number of markets under a
number of ditterent conditions.  CASm facilitates this process by performing the required
calculations,

The primary requireiment of Appendix A s to assess potential suppliers to a market using a
“delivered price test.” This test involves comparing variable generation costs plus delivery costs
(transmission rates, transmission losses and ancillary services) to a “"market pnice.” It the delivered
cost of generation s less than 105 percent of the market price, the generation 1s considered
cconomic. Economic generation is further hmited to the amount that can be delivered into the
market, given transmission capability and constraints.

CASm 1s a lincar programming (“1.P"") model that implements the presenibed delivered price test by
determining -- for cach destination market. for cach relevant time period. and for cach relevant
supply mcasure -- potential supply to the destination market both pre- and post-merger (or
transaction). In cffect, CASm determings the relevant geographic market by applying the delivered
price test, based on the economics of production and delivery (transmission rates, transmission
losses and ancillary services), and also based on the physical transmission capacity available to the
competing supplicrs on an open access basis.  This requires a delivery route for the energy on the
established transmission paths, cach of which has a capability, transmission rate and transmission
losses associated with it CASm finds the supply that can be delivered to the destination market
consistent with cost mimimization and the delivered price test.

As a formal matter. CASm mimimizes the production and transmission costs of suppltying demand
in the destination market. Any shortfall in demand is filled by a hypothetical gencrator located in
the destination market that can produce an unlimited amount of cnergy at 105 percent of the market
price. On this basis. any supplicr who can profitably supply energy to the destination market will
do s0. to the maximum extent that their cost structure and the transmission system allow. This
formulation ¢nsures that no supplied generation is uneconomic: the hypothetical generator will
undercut all such suppliers.

CASm determines pre- and post-merger market shares and calculates concentration (as measured
by the Herfindahl-Hirschman Index. or HHI) and the change in HHIs.

To undertake these analyses, CASm solves a senies of scenarios involving a network of
interconnected suppliers. By limiting suppliers based on the cconomics of generation and delivery,

CASm was developed under the direction of CRA employees while employed by Putnam, Hayes & Bartlet and
PHB-Hagler Bailly, and has been used in analyzing numerous mergers and power plant acquisitions as well as
market-based rate authonty proceedings before the Comnussion.
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.
¢ Economic Capacity 1s the amount of capacity that can reach a market at a cost
’ (including transmission rates, transmission losses and ancillary services) no more than
105 pereent of the destination market price.
' e Available Economic Capacity is the amount of Fconomic Capacity that 1s available
after serving native load and other net firm commitments with the lowest cost units.
4 For every analysis. the following process is undertaken:

First. a LP problem s solved.  The LP construction is slightly ditferent. depending on the
. underlying assumptions of cach of the supply measures. CASm includes two options for allocating

scarce transmussion capacity. CASm has a ““proration” option. which is called “squecze-down.™

This is discussed in detail below.  (Another option 1s an cconomic allocation of limited transfer
. capability. Under this option, where available supply exceeds the ability of the network to delver
that capacity to the destination market, the least-cost supply s allocated the available transmission
capucily.‘\)
The final step involves caleulating what can be delivered to the destination market. after accounting
tor line losses. CASm allocates total system losses amongst suppliers on the basis on how much
thev injected. and hew far away (how many wheels) they are from the destination market.

F.conomic Capacity
For the Feonomic Capacity analysis, CASm solves an LP with the following form:
minimize cost for supplics at the destination market
subject to:
supply cost at destination < system lambda + 5%, for all supplicrs
supply < quantity . for cach node and tranche
supply + flows tin - flows out + “demand™. for cach node
line tlows are adjusted for losses, for all interconnections
line flows < avatlable limit, for all interconnections (constrained network only)

sum over lines (flow * simultancous factor) <- simultancous [imit, tor all linuts

UASm can be modif ed to apply different proration methods when appropriate for some analvses.

Avanlable guantity oray be moditied. See discussion in the Qutput Capacity section.
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sum over nodes (net injection * flowgate factor) - tlowgate hmit, for all limits

The objective is shightly different when transmission capacity is to be prorated. The vbjective then

becomes:
]
minimize cost for supplics at the destination market: and
, minimize divergence from caleulated pro rata “share,” for cach supplier

And. where ownership imputation is being used. the following constraints are added:

-4 i A . A .
sum over cconomic” tranches < imputed share of economic tranches, for all
owncrs at cach imputed node

Available Economic Capacity
For the Available Economic Capacity analysis, CASm solves an LP with the following form:
minimize cost for supplies at the destination market
subhject to;
supply cost at destination < system lambda + 5%, for all suppliers
supply < quantity (less native load)., for cach node and tranche
supply - flows in  flows out + “demand”, for cach node
line flows arc adjusted for losses, tor all interconnections
line tlows < available himit, for all interconnections (constrained network only)
sum ¢ver lines (flow * simultancous factor) <- simultancous limit, for all limits
sum over nodes (net injection * flowgate factor) <- tlowgate limit, for all limits

Thas 1s different from the economic capacity analysis onty to the extent that potential suppliers are
required to meet their load obligations prior to participating in the market.

When transmission ¢apacity is to be prorated the objective becomes:

minimize cost for supplies at the destination market; and

I'conomic tranches are those that can detiver to the destination within a specified mark up of the market price
(tvpically 103°,).
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minimize divergence trom caleulated pro rata “share.™ for each supplicr
And. where ownerskip imputation is being used. the following constraints are added:

sum over economic tranches < imputed share of economic tranches. for all owners
at cach imputed node

g OUTPLTS

The primary output trom CASm is a report that summarizes the results of different analyscs. For
, cach destination market, load penod and FERC analysis type, CASm reports the following for both
pre- and post-merger:

. ¢ Supplicd MWV
¢ Market Share
e [HIs
Ths report also shows the change in HHIs post-merger compared to pre-merger.

CASm also produces a transmission report that shows the detail of cach node. and the injections
and flows between them. Finally, a summary of the results for each market is also produced.

“SQUEEZE-DOWN" PRORATION

In the “squecze-down™ proration algorithm, prorated sharcs on cach line are based on the weighted
shares of deliverable energy at the source node for that line.  As discussed more fully below,
weighted shares at the destination market node are calculated by a recursive algorithm that starts at
the “outstde™ of the network then calculates shares on cach hine until it reaches the “middle.”
Specifically, where available supply exceeds the ability of the network to deliver that capacity to
the destination market, supplicrs arc allocated shares at cach node. and hence cach outgoing line,
based on the results of an algonthm that considers both supply and transfer capability at each node.
Starting at the “outside™ ot the network, CASm calculates a share at each node that is based on a
proportion of the incoming transfer capability (and the share of that capability allocated to cach
supplicr). and the maximum cconomic supply available at that node. When the algonithm reaches
the destination markct, a total share of the incomting transfer capability has been determined.

This algorithm requires that all possible paths are simultancously feasible, which, in turn, requires
that cach line be assigned a unique “direction.”  The steps of the proration algorithm include:

1. A C~+ program enumerates all possible paths to the destination, the cost of transmission on
cach path and the maximum possible flow on the path. A “wheel limit.” or maximum number
of point-to-point links. may be imposed on paths.
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The minimum “entry cost”™ for cach supplier is calculated. This cost 1s the injection cost of the
cheapest gencrator that has capacity for possible delivery to the destination,

Paths for which the entry cost plus the transmission cost are higher than 105 of the
destination market price are rejected as being uneconomie,

To the extent remaining paths are not simultancously feasible (because, for example, supplicrs
can scck 1o use the paths in both directions), a series of decision rules for determiming the
direction ot the line are undertaken (in the following order):

¢ Instructions can be manually input as to the chosen direction of a line.

e Morger-casce decisions should be consistent with base-case decisions.

e The direction of the line as determined in an economic allocation of available
transmission 1s applied.

* The direction heading toward a destination market, if it 1s clear, 1s chosen.

e The direction that retains the maximum potential volume-weighted tlow on the line
(calculated from the paths that depend on this ling) is chosen.

The direction on which the maximum number of economic paths depend is chosen,

If these other options tail to reach a feasible solution, manual input will be required.

)
2
3.
4,

]

' 5.

If there are simultancous limits, they arc checked for feasibility.  All lines that have a
worscning effect on a simultancous constraint. given their defined flow direction, are checked
against the simultancous hmit. If they would exceed the simultancous limit if tully utilized,
then their maximum capacity 1s prorated downwards in proportion to their respective limit
participatton factors. In this way, no sct of targets will be producced that could not be delivered
in a way that is feasible with the simultaneous limits.

Proration begins at nodes furthest trom the destination market (where only exports, and no
imports arc being attempted).  Suppliers at these nodes arc assigned a ““share” equal to their
maximum economic supply capability.

Proration continues at the next set of nodes that should consist only of nodes with inflows from
“resolved”™ nodes from step 5. Suppliers at these nodes arc assigned a “share™ equal to their
maximum cconomic supply capability. Suppliers from the “resolved™ nodes have their shares
scaled down to match the transmission capacity into the node.

To the extent an iteration of the algorithm does not resolve any additional nodes and the
destination market has not yet been reached (i.c., a loop is detected), flow is disallowed from
any unresolved node to the furthest and smallest node affected by a loop.
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The proration has been completed when the destination market node has been resolved. At that
point, the “shares™ at the destination market represent the prorated shares of deliverable energy.

If ownership at & node is 1o be “imputed.” or credited to another node, further proration targets
arc calculated. First, only those tranches that can deliver to the destination within 105% of the
market price are considered. A factor representing the share cach owner has of these cconomic
tranches is calenlated.  For cach owner, a constraint is calculated that hmits the sum of
mjections attributed to that owner to be not more than that owner’s “share”™ of the target
calculated above. In this way, the proportion of ownership of cconomic capacity at a node is
fairly retlected ir the final solution outcome.

Injections for cach supplier are “capped™ at the caleulated shares, and these injections are then
checked tor cconomic teasibility.  While suppliers need not deliver their energy to the
destination in exactly the way that their share was caleulated, the solution 1s still both
cconomically and physically feasible.  The tinal solution represents the least-cost method of
delivering these supplics.

CASM IMPLEMENTATION

. CASm has been implemented using GAMS (Generalized Algebraic Modeling System). GAMS is
a programming language which supports both data manipulation and calls to many mainstream
mathematical modeling systems.  The lincar programming problems generated by CASm are

' solved by BDMLP or CPLEX. The path cnumeration program has been written in Microsoft
Visual C =+ version &,
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SPP EIS Market
Pre-Transaction 1L Post-Transaction |
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mit HHI
Period Price MW Share MW Mkt Share MW Share MW Share Mkt Size HHI MW Share MW Share MW Share MktSize HHI Chg.
Available Economic Capacity
S_SP1 $250 SN 08% 2,010 213% 158 7% G 00% 5,425 887 299 3.2% 422 4.5% o0 U.5% 89,416 794 -193
S_sP2 $120 57 06% 2,022 21.1% 306 32% ¢ 00% 9,566 992 306 32% 570  6.0% 54 06% 9,557 811 -181
S P $75 241 2.4% 1,974 19.9% 0 00% 80 08% 9,946 994 489 51% ¢ 00% 144 15% 5.683 863 -1
S_OP $45 0 0.0% 0 0.0% 0 0.0% 0 00% 4184 343 0 00% 0 0.0% 0 00% 4.194 343 0
W SP $85 230 2.3% 2,263 221% 501 4.9% 0 00% 10258 999 459 45% 1,037 101% 128 12% 10.250 785 -214
W_P $60 425 4.6% 1.815 19.5% 0 00% 68 07% 9.319 963 570 64% 0 00% 175 20% 8,902 827 136
wW_OP $40 134 28% 0 0.0% ¢ 0.0% 0 00% 4,816 402 134 28% 0 0.0% 0 0.0% 4,816 402 0
SH SP $80 367 33% 1,758 15.8% 960 B6% 149 1.3% 11,161 794 566 51% 1,155 10.3% 195 18% 11,161 735 -59
SH P $55 165 20% 1.255 15.6% 0 00% 97 12% 8.046 868 287 36% 0 00% 115 15% 7.961 814 -53
SH OP $35 92 21% 0 0.0% 0 00% 0 00% 4,337 386 92 21% 0 00% 0 0.0% 4,337 386 o
Economic Capacity
S SP1 $250 1293 28% 1.779 39% 6344 138% 649 1.4% 46141 995 1542 33% 6608 14.3% 713 16% 46,142 1.007 12
S SP2 $120 1,271 2.8% 1.781 3.9% 6344 140% 638 14% 45194 1014 1519 34% 6608 146% 702 16% 45195 1.026 12
S P $75 1.171 3.4% 1,742 51% 3485 10.2% 576 1.7% 34307 1,015 1419 41% 3749 109% 640 19% 34,308 1.023 8
S OP $45 774  36% 0 0.0% 2737 128% 298 14% 21344 1034 774 36% 2737 128% 298 14% 21344 1.034 0
w_SP $85 1,148 3.1% 2,034 55% 5070 138% 481 13% 36,726 971 1377 38% 5605 153% 617 17% 36726 997 27
WP 360 1.073  41% 1,754 6.7% 2731 104% 414 16% 26.153 782 1218 47% 314B 120% 521 20% 26,153 797 14
w OP $40 693 3.6% 0 0.0% 2422 125% 279 14% 19317 984 693 3.6% 2422 125% 279 14% 19317 984 0
SH_SP $80 1128 3.3% 1.470 4.3% 4748 14.0% 555 16% 33,986 994 1,327 39% 4942 145% 601 18% 33,986 1.005 11
SH P $55 819 33% 1.211 4.9% 2971 119% 446 1.8% 24919 802 941 38% 3056 123% 464 19% 24.919 807 4
SH_OFP $35 669 35% 0 0.0% 2371 125% 277 15% 18943 976 669 35% 2371 125% 277  15% 18,043 976 0

Imports from DC-Tres modeled as being supplied by 14 equal size entrlies.

EIS Market includes the following balancing authonly areas,
OG&E. AEP West, EDE. GRDA, KACY, KCPL, SECI, SPRM, SWPS, WFEC and WR.
(see http./iwww.spp org/publications/SPP _Footprints pdf)
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OG&E and GRDA Balancing Authority Areas

Exhibit J-7

Base Case
Pre-Transaction Post-Transaction
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mkt Mkt
Period Price Mw Share MW Share MW Share MW Share Mkt Size HHI MW Share MW Share MW Share Mkt Size HHI

Available Economic Capacity, OG&E

S _SP1 $250 1 01% 605 649% 158 16.9% 0 00% 933 4.560 2 03% 422 658% 50 78% 641 4,519
S SPZ $120 1 0.1% 606 56.0% 306 283% 0 00% 1.081 J3.985 2 03% 570 718% 54 69%% 793 5.287
S P $75 2 03% 604 763% 0 00% 80 101% 792 5,948 3 12% 0 00% 144 575% 250 3.527
S _OP $45 0 00% 0 0.0% 0 00% 0 00% 137 869 0 00% 0 0.0% 0 00% 137 869
wW_SP %8s 8 04% 1,098 47.1% S01 215% 0 00% 2332 2.749 14 07% 1.037 505% 128 6.2% 2.054 2753
w_P $60 8 05% 798 478% 0 00% 68 41% 1,667 2425 11 11% 0 00% 175 164% 1.064 673
w_OP $£40 € 07% 0 0.0% 0 00% 0 00% 930 594 6 0.7% 0 00% 0 00% 930 594
SH SP $80 4 0.2% 567 26.5% 960 448% 149 70% 2,142 2,793 6 03% 1155 603% 185 102% 1,913 3.823
SH P 355 0 00% 276 30.1% 0 00% 97 106% g17 1.228 0 01% 0 00% 115 17.0% 679 685
SH OP $35 1 02% 0 0.0% 0 0.0% ¢ 00% 594 618 1 02% 0 00% 0 00% 594 618
Available Economic Capacity, GRDA

S SP1 3250 50 164% 68 22.1% 2 08% 0 00% 308 1.272 299 651% 4 0 9% 0 01t% 459 4,384
S SP2 $120 57 18.2% 70 22.3% 4 1.4% 0 00% 315 1,308 306 65.6% 5 1 2% 1 01% 4686 4.458
SP 375 241 48.3% 75 151% 0 00% 1 01% 498 2,777 489 753% 0 00% 1 0.2% 649 5765
S OP $45 0 00% 0 00% 0 00% 0 00% 258 765 0 00% 0 00% 0 00% 258 765
W _SP $85 230 335% 199 29.0% 0 0.0% 0 00% 687 2.048 459 60.5% 12 1.6% 15 20% 758 3.788
WP $60 425 48 2% 145  164% 0 00% 3 04% 882 2.665 570 B656% 0 00% 18 20% 869 4,365
wW_OP $40 134 22.7% 0 0.0% 0 00% 0 00% 531 842 134 22.7% 0 00% 0 00% 591 B42
SH_SP $80 367 38.9% 214 22.6% 0 00% 33 35% 944 2114 566 58.0% 0 00% 41 42% 975 3,529
SH P $55 165 22.2% 22 2.9% 0 00% 3 04% 742 909 287 412% 0 0.0% 2 03% 696 1,934
SH_OP $35 92 13.8% ¢ 0.0% 0 0.0% g 00% 670 638 92 138% 0 0.0% 0 0.0% 670 638

Page 1 of 2

HHI
Chg.

-41
1,303
-2.421

-1.751

1.030
-543

3.113
3.150
2.988

1,740
1,700

1.416
1.025
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OGA&E and GRDA Balancing Authority Areas
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Base Case

[ Pre-Transaction [ Post-Transaction ]

GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mkt Mkt
Period Price MW Share MW Share MW Share MW Share Mkt Size HHI MW Shara MW  Share MW Share Mkt Size HHI

Economic Capacity, OG&E
5 5P $250 6 01% 580 74% 6,344 809% 649 8.3% 7.842 6.669 5 01% 6608 874% 713 94% 7.564 7,722
S_SP2 $120 6 0.1% 580 7.4% 6344 810% 638 82% 7.830 6.686 5 01% 6608 875% 702 9.3% 7.552 7.743
S P $75 6 01% 583 12.1% 3485 720% 576 119% 4.839 5477 S5 01% 3749 822% 640 14.0% 4 560 6,956
S OP $45 5 02% 0 0.0% 2737 845% 298 92% 3.238 7.237 5 02% 2737 B845% 298 92% 3.238 7.237
wW_SP $85 25 03% 8955 12.8% 5070 68.1% 481 65% 7.447 4 855 26 04% 5605 781% 617 B6% 7178 6.187
W P 360 20 04% 7186 14.9% 2731 568% 414 8.6% 4,804 3.5654 21 05% 3148 682% 521 11.3% 4,618 4 801
w_OP $40 21 06% 0 0.0% 2422 656% 279 7.5% 3.691 4423 21 06% 2422 656% 273 75% 3.691 4,423
SH SP $80 7 01% 475 7.4% 4748 742% 555 8.7% 6,397 5.648 7 01% 4842 B80.1% 601 98% 6,168 6.524
SH P $55 7 02% 247 58% 2971 692% 446 104% 4,295 4,944 7 02% 305 738% 464 112% 4142 5587
SH_OP $35 6 02% 0 0.0% 2371 718% 277 84% 3.300 5,265 6 02% 2371 718% 277 84% 3300 5265
Economic Capacity, GRDA
S SPi $250 1,293 83.4% 11 07% 29 1.9% 3 02% 1.551 6,983 1.542 90.6% 19 1.1% 2 01% 1,702 8,213
S_SpP2 $120 1,271 B3.2% 11 0.7% 29 19% 3 02% 1,528 65,942 1.518 90 5% 19 1 2% 2 01% 1,679 8.180
S P $75 1171 82.0% 17 1.2% 23 16% 3 02% 1428 6,745 1.419 89.8% 16 1 0% 3 02% 1.579 8.080
S OP $45 774 75.0% 0 0.0% 20 1.9% 2 02% 1.031 5.689 774 75.0% 20 19% 2 02% 1.031 5.689
W_SP $85 1,148 715% 38 2.4% 102 6.3% 1 0.7% 1.605 5.200 1377 821% 77 4 6% 10 06% 1676 6.783
W P $60 1,073 70.2% 38 25% 104 6.8% 14 0.9% 1,530 5.006 1,218 80.3% 79 5.2% 12 08% 1,517 6,486
w_OpP $40 693 60.3% 0 0.0% 27 24% 3 03% 1,150 3,779 693 60.3% 27 2.4% 3 03% 1,150 3,779
SH_SP $80 1.128 66.1% 39 2.3% 120 7 0% 22 13% 1,705 4 482 1.327 76.4% 95 54% 17 1.0% 1,736 5.897
SH P $55 818 58.6% 10 0.7% 150 10.8% 21 1.5% 1.386 3.631 941 69 7% 106 7 9% 15 11% 1,350 4,959
SH_OP $35 669 53 7% 0 0.0% 42 3.4% 5 04% 1,246 3,072 669 53.7% 42 34% 5 04% 1,246 3.072

Page 2 0f 2

HHI
Chg.

1.053
1.057
1.480

1,332
1.247

876
643

1.231
1,248
1.336

1.583
1480

1415
1.328
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OG&E Balancing Authority Area
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FCITC Case
[ Pre-Transaction Post-Transaction
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mit Mkt
Period Price Mw Share MW Share MW  Share MW Share MktSize HHI MW Share MW Share MW Share Mkt Size HHI
Available Economic Canacity, DG&FE
S SP1 $250 5 02% 901 41.2% 158 7.2% 0 0.0% 2188 2053 27 14% 422 21 3% S0 2.5% 1.976 1,145
$ §pP2 $120 6 03% 892 38.2% 306 131% 0 00% 2,336 1888 32 15% 570 26.8% 54 26% 2,129 1,252
SP 575 27 1.3% 876 428% 0 00% 80 39% 2047 2178 52 33% 0 00% 144 9.1% 1,585 1,128
S OP 545 0 00% 0 0.0% 0 0.0% 0 00% 1.393 857 0 00% 0 00% ¢ 00% 1,393 957
wW_SP $85 18 06% 1,202 404% 501 15.7% 0 00% 3.202 2009 36 1.2% 1,037 342% 128 4.2% 3.033 1.521
w P $60 17 07% 940 371% 0 00% 68 27% 2532 1589 26 13% 0 00% 175 B86% 2,043 554
w OP $40 11 06% 0 0.0% 0 0.0% 0 00% 1.800 655 11 0.6% 0 00% 0 00% 1,800 655
SH_SP 380 9 03% 733 260% 960 34.1% 149 53% 2818 1963 13 05% 1,155 433% 195 7.3% 2.665 2.176
SH P $55 ¢ 00% 332 20.8% 0 00% 97 61% 1.592 808 0 0.0% 0 00% 115 81% 1.430 587
SH_OP $35 3 02% ¢ 0.0% 0 00% 0 00% 1.269 615 3 02% 0 00% 0 00% 1.269 615
Economic Capacity, OG&E
S SPi $250 63 0.7% 635 7.0% 6344 697% 649 71% 9,098 4,992 71 08% 6,608 743% 713 80% 8.899 5611
S _SP2 $120 63 07% 634 7.0% 6344 698% 6BIB T7.0% 9.086 5,001 71 08% 6608 743% 702 79% 8.888 5.621
S P 575 60 1.0% 660 10.8% 3485 57.2% 576 95% 6094 3522 69 12% 3749 636% 640 10.9% 5.896 4216
S OP $45 48 1.1% 0 0.0% 2737 609% 298 66% 4494 3877 48 11% 2737 60.9% 298 6.6% 4,494 3877
W_SP $85 56 0.7% 1,009 121% 5070 61.0% 481 58% 8317 3836 64 08% 5605 687% 617 76% 8.157 4,826
w_P $60 46 08% 763  13.5% 2731 481% 414 73% 5674 2,621 63 1.0% 3,148 56.2% 521 9.3% 5.597 3,3
w_0OP $40 41 09% 0 0.0% 2422 531% 279 61% 4,561 3.015 41 09% 2422 531% 279 6.1% 4,561 3.015
SH_SP $80 18 0.3% 5186 7.3% 4748 671% 555 7.9% 7,073 4,651 20 03% 4942 714% 601 B.7% 6.920 5210
SH P 855 12 0.3% 271 5.5% 2971 59.8% 446 9.0% 4970 3,742 13 03% 3,056 €25% 484 95% 4,854 4,056
SH_OP $35 12 0.3% 0 0.0% 2371 596% 277 7.0% 3976 3,698 12 03% 2371 596% 277 7.0% 3.976 3.698
Excluding Existing Contracts for OG&E and OMPA in the Shoulder Periods
Available Economic Capacity, OG&E
SH_SP $80 9 03% 1106 39.3% 660 235% 69 25% 2816 2188 13 05% 1,155 434% 195 73% 2,663 2,164
SH P 555 0 0.0% 710 37.9% 0 00% 17 09% 1872 1660 0 00% 0 00% 115 82% 1,410 559
SH OP $35 3 02% V] 0.0% 0 0.0% 0 00% 1.253 606 3 02% 0 00% 0 00% 1.253 606
Economic Capacity, OG&E
SH _SP $80 21 0.3% 896 12.7% 4448 629% 475 B7% 7.071 4190 24 03% 4942 714% 601 B.7% 6.918 5211
SH P $55 12 02% 655 132% 2671 538% 366 7.4% 4968 3,174 13 03% 3.05 625% 464 95% 4,892 4,058
SH_OP $35 12 0.3% ¢ 0.0% 2371 59.7% 277 70% 3973 3,699 12 0.3% 2371 59.7% 277 7.0% 3,973 3.699

HHI
Chg.

-907
-635
-1.050

-488
-1,035

213
-221

€19
621
694

890
710

560
314

-23
-1.100

1.021
882

8o0z/0z/€0 (TEYOTIIOUN) dAd DHId ¥T00-¥ZE0800Z



Exhibit J-9

OG&E and GRDA Balancing Authority Areas
GRDA Share of Redbud Over Requirements Remains in OG&E Balancing Authority Area

f Pre-Transaction ] [ Post-Transaction ]
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mkt Mkt HHI
Period Price MW Share MW Share MW Share MW Share Mkt Size HHI MW Share MW  Share MW Share Mkt Size HHI Chg.

Available Economic Capacity, OG&E

S SP1 $250 5 02% 901  412% 158  7.2% 0 00% 2,188 2,053 253 11.9% 422 198% 50 23% 2134 1066 -986
S_Sp2 $120 6 03% 892 38.2% 306 131% 0 00% 2.336 1.888 255 112% 570 249% 54 24% 2,286 1,163 -725
S P $75 27 1.3% 876 428% 0 00% 80 39% 2,047 2178 278 16.0% 0 00% 144 82% 1,743 1095 -1.083
S OP $45 0 00% 0 0.0% 0 00% 0 00% 1.393 957 0 00% 0 00% 0 00% 1.393 957 0
W _SP $85 18 06% 1292 404% 501 15.7% 0 0.0% 3,202 2,009 248 78% 1037 324% 128 40% 3197 1412 -597
w_P $60 17 07% 940 37.1% 0 00% 68 27% 2.532 1,589 161 76% 0 00% 175 82% 2.124 542 -1,046
W OP $40 11 06% 0 0.0% 0 00% 0 00% 1.800 655 11 06% 0 00% 0 00% 1.800 655 0
SH_SP $80 S 03% 733 260% 960 34.1% 149 53% 2.818 1,963 208 74% 1155 410% 195 6.9% 2814 199 28
SH P 355 0 0.0% 332 208% 0 00% 97 61% 1,592 808 122 82% 0 00% M58 77% 1.503 563 -245
SH_OP $35 3 02% 0 0.0% 0 00% 0 00% 1,269 615 3 02% 0 00% 0 00% 1.269 615 0
Economic Capacity, OG&E

S_SP1 $250 63 0.7% 635 70% 6344 687% 649 71% 9098 4992 310 34% 6608 730% 713 7.9% 9.057 65425 433
5_SP2 $120 63 07% 634 70% 6344 698% 638 T70% 9.086 500 309 34% 6608 731% 702 78Y% 9.045 5435 434
SP $75 60 1.0% 660 108% 3485 572% 576 95% 6.094 3522 307 51% 3749 619% 640 106% 6,054 4018 496
S OP 345 48 11% 0 00% 2737 609% 298 66% 4,494 3.877 48 1.1% 2,737 609% 298 66% 4494 3877 0
W _SP $85 56 07% 1009 121% 5070 610% 481 58% 8317 3936 284 34% 5605 674% 617 74% 8,321 4646 710
w P $60 46 0.8% 763 135% 2731 481% 414 73% 5674 2621 191 34% 3,148 555% 521 92% 5678  3.243 622
W OP $40 41 09% 0 00% 2422 531% 279 6.1% 4,561 3,015 41 0%% 2422 531% 279 6.1% 4561 3.015 0
SH_SP $80 18 0.3% 516 73% 4748 671% 555 7.9% 7.073 4651 216 31% 4942 699% 601 B5% 7.069 5000 349
SH. P $55 12 03% 21 55% 2871 598% 446 90% 4970 3,742 134 27% 3.056 615% 464 93% 4966 3,941 199
SH OP $35 12 03% 0 00% 2371 596% 277 7.0% 3976 3,698 12 03% 2371 596% 277 7.0% 3976 3.698 v}
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77

-21

36

37
78

37

11
14

0
73
73

0
62

Exhibit J-9

OG&E and GRDA Balancing Authority Areas

GRDA Share of Radbud Over Requirements Remains in OG&E Balancing Authority Area

Pre-Transaction ] Post-Transaction ]
GRDA Keison OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mkt Mict HHI

Period Price MW Share MW Share MW Share MW Share Mkt Size  HHI MW Share MW Share MW Share Mkt Size HHI Chg.
Avaiiabie Economic Capacity, GRDA
S SP1 $250 50 164% 68 22.1% 2 0.8% 0 00% 308 1.272 54 195% 5 2.0% 1 0.2% 275 1.194 -
S SP2 $120 57 18.2% 70 22.3% 4 14% 0 00% 315 1,308 61 215% 7 25% 1 02% 282 1,288
SpP %75 241 48.3% 75 151% 0 0.0% 1 01% 498 2777 245 526% 0 00% 1 03% 465 3,113 3
S OP $45 0 00% 0 0.0% 0 00% 0 00% 258 765 0 00% 0 00% 0 00% 258 765
W SP $85 230 33.5% 199  29.0% 0 00% 0 00% 687 2.048 271 37.3% 17 24% 22 31% 726 1.711 -3
w_P $60 425 482% 145  16.4% 0 00% 3 04% 882 2,665 454 49.3% ¢ 00% 26 28% 921 2,587 -
w OP $40 134 22.7% 0 00% 0 00% 0 00% 591 842 134 227% 0 00% 0 00% 591 842
SH 8P $80 367 389% 214 226% 0 00% A3 35% 944 2114 418 44 3% 0 00% 50 53% 944 2,250 1
SH P $55 165 222% 22 2 9% C 00% 3 04% 742 909 165 22 2% 0 0 0% 3 04% 742 909
SH OP $35 92 13.8% o 0.0% 0 00% 0 00% 670 638 92 138% 0 00% 0 00% 670 638
Economic Capacity, GRDA
S SP1 $250 1,293 83.4% 1" 0.7% 29 1.9% 3 02% 1,551 6.983 1,294 853% 26 1.7% 3 02% 1.518 7.294 3
S_SP2 $120 1271 83.2% H 0.7% 29 19% 3 02% 1.528 6,942 1272 851% 26 18% 3 02% 1495 7257 3
SP $75 1171 82.0% 17 1.2% 23 1.6% 3 02% 1428 6,745 1.172 84 0% 21 15% 3 02% 1,395 7,078 334
S OP $45 774 750% 0 0.0% 20 1.9% 2 02% 1.031 5.689 774 75.0% 20 19% 2 02% 1.031 5.68%9
W_SP $85 1,148 715% 38 24% 102 6.3% 1 07% 1,605 5,200 1.154 70 2% 124 7 5% 16 10% 1,644 5.027 -1
W P %60 1.073 702% 38 2.5% 104 6.8% 14 0.9% 1.530 5,006 1.079 68 8% 130 B 3% 20 1.3% 1,569 4833 -1
W OP $40 693 603% 0 0.0% 27 24% 3 03% 1150 3,779 693 60.3% 27 24% 3 03% 1150 3779
SH_SP $80 1,128 66.1% 39 2.3% 120 7 0% 22 13% 1,705 4.482 1136 66 6% 127 7.4% 23 14% 1,705 4,544
SH_P 355 819 58.6% 10 0.7% 150 10.8% 21 15% 1.396 3.6 819 586% 150 108% 21 1.5% 1396 3.631
SH OP $35 669 53.7% 0 0.0% 42  34% 5 04% 1,246 3.072 669 53.7% 42 34% 5 04% 1,246 3072

Transmission values for OG&E based on FCITC.
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First-Tier Balancing Authority Areas

Exhibit J-10

[ Pre-Transaction ] [ Post-Transaction
GRDA Kelson OKGE OMPA GRDA QKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mkt Mkt
Market Period Price MW Share MW Share MW Share MW Share Mkt Size HHI MW Share MW Share MW Share Mkt Size HHI

Available Economic Capacity

AECI S_SP1 $250 39 0.9% 702 16.0% 68 1.6% 0 00% 4,387 696 158  3.6% 198 45% 23 05% 4,387 573
AECI S_SP2 $120 44 1.1% 837 21.0% 198 5.0% 0 00% 3,992 735 161 4.0% 418 10.5% 40 1.0% 3.992 530
AEC! S P 875 99 20% B57 17.0% ¢t 00% 17 03% 5,043 1220 164 3.2% O 00% 66 13% 5043 1.095
AECI S_OP 345 0 00% 0 0.0% 0 00% 0 00% 4,098 810 0 00% 0 00% 0 0.0% 4.098 810
AECI w_Sp 385 91 15% 1682 27.5% 0 00% 0 00% 6119 1,334 163 27% 153 25% 64 11% 6119 850
AECI w_P $60 54 08% 1086 16.4% 0 0.0% 21 0.3% 65627 1,195 Y 14% 0 0.0% 68 10% 6.546 1.081
AECI w _OP $40 B0 15% 0 00% 0 00% 0 00% 5.516 624 80 1.5% ¢ 00% 0 00% 5516 624
AECI SH_SP $80 39 1.2% 688 21.6% 0 0.0% 68 21% 3.181 1.251 5% 1.8% 0 00% 130 41% 3.181 1,074
AECI SH P $55 3 01% 51 1.6% 0 00% 4 01% 3141 947 3 01% 0 0.0% 4 01% 3.141 947
AECI SH_OP 335 33 1.2% 0] 0.0% 0 00% 0 00% 273 645 3 12% 0 00% 0 00% 2.713 645
AEP West S_SP1 $250 2 00% 1279 271% 21 05% 0 00% 4712 2642 9 02% 67 14% 8 02% 4712  2.563
AEP West S_SP2 $120 2 00% 1282 253% 37 07% 0 00% 5,063 2,375 9 02% 84 1.7% 8 02% 5.063 2.313
AEP Wesl S P $75 7 01% 1,246 222% 0 0.0% 5 01% 5607 2210 17 03% 0 0.0% 19 04% 5607 2,166
AEP Wesl S_OP $45 0 00% 0 0.0% 0 00% 0 00% 589 633 0 00% 0 0.0% 0 00% 589 633
AEP West W_SP %85 7T 01% 1180 22.2% 0 00% 0 0.0% 5310 2,153 12 02% 15 0 3% 8 02% 5310 2117
AEP West W_P $60 9 02% 1045 235% 0 00% 2 0.0% 4439 2570 14 03% 0 00% 14 03% 4439 2520
AEP West W_OP $40 4 07% 0 0.0% 0 00% 0 0.0% 651 539 4 0.7% 0 0.0% 0 00% 651 539
AEP West SH_SP $80 15 03% 1208 206% 0 00% 25 04% 5885 1.946 24 04% 0 00% 41 07% 5865 1,905
AEP West SH_P $55 1 0.0% 906 204% 0 0.0% 2 00% 4447 2107 1 0.0% 0 00% 2 00% 4447 2107
AEP Wesl SH_OP $35 7 07% 4] 0.0% 0 00% 0 00% 1.025 579 7T 07% 0 00% 0 00% 1.025 579
EDE S_SP1 $250 1 0.3% 46 17.9% 5 22% 0 0.0% 254 2,019 3 14% 17 6 6% 2 08% 254 1.853
EDE S SP2 $120 1 04% 47 23.7% 8 40% 0 00% 200 1,280 3 17% 19 98% 2 1% 200 1,008
EDE S_P §75 3 19% 50  32.6% 0 00% 1 08% 153 1,400 6 41% 0 00% 5 31% 153 854
EDE 5_OP %45 0 00% 0 0.0% ¢ 00% 0 00% 153 840 0 00% 0 0.0% 0 00% 153 840
EDE W_SP $85 5 15% 124  33.8% 0 00% 0 0.0% 366 1343 12 3.2% 0 0.0% 12 32% 366 669
EDE w_FP $60 6 17% 55 15.0% 0 00% 1 03% 366 581 10 2.6% 0 0.0% 9 23% 366 464
EDE W OP $40 4 1.2% o] 0.0% 0 00% 0 00% 66 613 4 12% 0 00% 0 00% 366 613
EDE SH_SP $80 11 23% 141 28.9% 0 00% 16 32% 487 1083 17 34% 0 00% 25 651% 487 737
EDE SH_P $55 1 01% 19 38% 0 00% 0 00% 487 628 1 01% 0 00% 0 (0% 487 €628
EDE SH CP %35 7 14% 0 0.0% 0 0.0% d 00% 487 597 7 14% 0 0 Q% 0 0.0% 487 597

HHI
Chg.

-123
-206
-125

-484
-118

177

-80
-62
-44

-36
-50

-40

-166
-272
-545

-675
-118

-346
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First-Tier Balancing Authority Areas

Exhibit J-10

| Pre-Transaction ] Post-Transaction
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mkt MKkt
Market Period Price MW Share MW Share MW Share MW Share Mkt Size HHI MW Share MW Share MW Share MktSize HHI

Available Economic Capacity

Entergy S_SP1 $250 26 0.1% 2680 136% 41 0.2% 0 00% 19694 a63 149 08% 110 06% 13 01% 19,694 941
Enlergy S_SP2 $120 30 02% 2716 14.1% 59 03% ¢ 0.0% 19,318 919 154  0.8% 127 07% 14 01% 19.318 896
Entergy SP $75 120 09% 2834 204% 0 0.0% 8 01% 13874 857 202 15% 0 00% 30 02% 13.874 826
Entergy S_OP $45 0 00% 0 0.0% 0 0.0% 0 00% 4.974 668 0 0.0% 0 00% Q0 00% 4,974 668
Entergy w_SspP $85 114 08% 2,884 19.7% 0 0.0% 0 00% 14639 780 196 1.3% 0 00% 28 02% 148639 744
Entergy W P $60 123 09% 2.051 156.1% o 0.0% 5 00% 13561 635 216 16% 0 00% 31 02% 13,548 810
Entergy W_0OP 340 59 11% o] 0.0% 0 00% 0 00% 5,653 553 59 11% 0 00% 0 00% 5653 553
Entergy SH_SP $80 150 1.1% 2,555 192% 0 00% 19 01% 13,314 761 183 1.4% 0 0.0% 29 (.2% 13,314 747
Entergy SH P $55 8 01% 932 8.0% 0 0.0% 0 00% 11701 557 8 01% 0 00% 0 00% 11701 557
Enlergy SH_OP $35 75 14% 0 0.0% o 0.0% 0 0.0% 5,380 623 7S 14% 0 00% 0 00% 5,380 623
SPA 5_SP1 $250 0 02% 40 30.7% 3 2.3% 0 00% 129 1312 1 11% 9 6.9% 1 08% 129 956
SPA S_SP2 $120 0 02% 42 32.8% 5 4.2% 0 0.0% 129 1,427 1 1.1% 12 9.2% 1 0.9% 129 1,067
SPA S_P $75 1 0.9% 46 356% ] 0.0% 1 0.5% 128 1,692 2 1.6% 0 0 0% 2 18% 129 1336
SPA S_OP $45 0 00% 0 0.0% 0 0.0% 0 00% 129 631 0 00% 0 00% 0 00% 129 631
SPA W_SpP 385 4 05% 311 320% 0 0.0% 0 00% a7 1.334 8 0.9% 27 28% 20 21% 971 877
SPA W P $60 1 1.2% 162 17.9% 0 00% 3 03% 908 595 19 21% 0 00% 25 2.7% 908 408
SPA w_OP $40 12 13% 0 0.0% 0 0.0% 0 00% 863 454 12 13% 0 00% 0 00% 863 454
SPA SH_SP $80 6 06% 270 27.0% 0 0.0% 8 0.8% 999 1016 8 08% 0 00% 12 12% 999 932
SPA SH P 355 1 02% 41 4.4% 0 0.0% 1 01% 930 6543 1 02% 0 00% 1 01% 930 543
SPA SH_OP $£35 3 03% 0] 0.0% 0 0 0% 0 00% 930 585 3 0.3% 0 00% 0 00% 930 585
WFEC S_SP1 $250 3 12% 76 26.3% 4 1.3% 0 0.0% 288 1283 17 6.0% 10 3 5% 1 04% 288 1.056
WFEC S SP2 $120 4 14% 82 286% 7 2.4% 0 0.0% 288 1,359 17 6.1% 13 46% 1 04% 288 1,113
WFEC s P $75 14 50% 76  26.5% 0 00% 1 0.3% 288 1387 25 87% 0 00% 3 09% 288  1.2t7
WFEC S_OP $45 0 00% 0 00% o 00% 0 00% 288 741 0 00% 0 00% 0 00% 288 741
WFEC W_SsP $85 18 23% 238  304% 0 00% ¢ 00% 782 1277 33 42% 25 32% 11 1.5% 782 858
WFEC w_P 360 16 20% 159 19.8% 0 0.0% 2 0.3% 782 693 25 32% 0 00% 13 1.6% 782 498
WFEC W _OP $40 1 1.4% o] 0.0% 0 00% 0 00% 782 545 11 1.4% 0 00% 0 00% 782 545
WFEC SH_SP $80 19 29% 181 28.2% 4] 0.0% 14  2.2% 643 1164 27 42% 0 00% 20 32% 643 930
WFEC SH_P $55 1 01% 39 6.0% 0 0.0% 2 0.2% 643 567 1 01% 0 00% 2 02% 643 567
WFEC SH OP $35 5 08% 0 0.0% 0 0.0% 0 0.0% 643 696 5 08% 0 00% ¢ 00% 643 696

HHI
Chg.

-22
-23
-32

-36
-25

-14

-356
-360
-356

-458
-187

-84

-228
-24%
-170

-419
-195

-233
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Exhibit J-10
First-Tier Balancing Authority Areas
[ Pre-Transaction [ Post-Transaction ]
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mkt Mkt HH!

Market Period Price MW Share MW Share MW Share MW Share MktSize HHI MW Share MW Share MW Share Mkt Size HHI Chg.
Available Economic Capacity
WR S_SP1 $250 15 09% 285 16.6% 13 08% 0 00% 1,716 745 83 4.9% 35 21% 4 02% 1,716 660 -84
WR S_SP2 $120 17 12% 278 192% 24 1.7% 0 0.0% 1.445 722 85 5.9% 45 31% 4 03% 1.445 614 -108
WR S P $75 66 46% 280 194% 0 00% 3 02% 1,445 783 120 8.3% 0 00% 9 07% 1,445 700 -83
WR S_QOP $45 0 0.0% 0 0.0% 0 00% 0 00% 1,445 719 0 00% 0 00% 0 0.0% 1.445 719 (]
WR W SP 385 15 32% 97  20.6% 0 00% 0 00% 472 686 27 58% 7 15% 6 13% 472 484 203
WR Ww_P $60 18 3.8% 52 11.0% 0 0.0% 1 0.2% 472 431 33 69% 0 00% 5 11% 472 448 43
WR w OP $40 12 18% 0 0.0% 0 0.0% 0 00% 668 1.121 12 1.8% 0 00% 0 00% 668 1.121 0
WR SH_SP $80 119 56% 67 17.2% 0 0.0% 29 13% 2133 600 168 79% 0 00% 46 2.2% 2.133 520 -80
WR SH_P $55 10 05% 69 3.5% 0 0.0% 4 02% 1.589 528 10 05% 0 00% 4 02% 1.989 528 0
WR SH_OP 835 51 26% 0 0.0% 0 00% 0 00% 1,989 646 5t 26% 0 00% 0 00% 1.989 646 0
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First-Tier Balancing Authority Areas

Market Period

Economic Capacity

AECI S_SP1
AECI S SP2
AECH S_P
AECI S_OP
AECI w_SP
AECI w_P
AECI wW_OP
AECI SH_SP
AECI SH P
AECI SH_OP
AEP West S_SP1
AEP West S SP2
AEP Wesl S P
AEP West S_OP
AEP West W SpP
AEP West W_P
AEP West W_OP
AEP West SH_SP

AEP West SH_P
AEP West SH_OP

EDCE S_SP1
EDE S_SP2
EDE s P
EDE S OP
EDE w_sp
EDE w P
EDE W_OP
EDE SH_SP
EDE SH_P
EDE SH_OP

Price

$250
$120
375
$45
$85

$40
$80
$55
$35

$250
$120
$75
$45
$85

$40
$80
$55
$35

3250
3120
$75
345
385
$60
$40
$80
355
335

Exhibit J-10
Pre-Transaction ][ Post-Transaction |
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mkt Mkt HHI
MW Share MW  Share MW Share MW Share Mkt Size HHI MW Share MW  Share MW Share MktSize HHI Chg.

200 23% 133 1.6% 331 39% 34 04% 8589 3135 212 25% 35 4 1% 38 04% 8589 3137
199 24% 136 16% 332 40% 33 04% 8382 3.056 211 25% 353 42% 37 05% 8382 3,057
203 25% 196 24% 263 32% 40 05% B171 2921 218 27% 292 36% 48 (6% 8171 2921
184 2.8% 0 00% 288 43% 31 05% 6,699 1,949 184 28% 288 43% 31 05% 6,699 1,989
166 1.8% 389 43% 609 68% 67 07% 9.026 2197 181 2.0% 703 78% 88 10% 9,026 2203
119 13% 272 31% 554 6.2% 75 08% 8885 2118 131 15% 626 7T1% 85 11% 8885 2125
110 15% 0 G0% 286 38% 33 04% 7.557 1411 110 1.5% 286 38% 33 04% 7557 1411
84 13% 166 26% 212 33% 38 06% 6.459 3765 92 1.4% 233 386% 43 0.7% 6.459 3765
69 1.3% 20 04% 279 50% 38 07% 5.562 3,078 69 13% 279 50% 38 07% 5562 3078
56 1.1% 0 0.0% 105 21% 12 02% 5,087 2652 %6 11% 106 21% 12 0.2% 5087 2652
19 01% 1125 T7.7% a 0.6% 3 01% 14615 4586 20 01% 98 07% 11 01% 14615 4586
18 01% 1126 T17% 92 0.6% 9 01% 14565 4574 20 0% 98 07% 10 01% 14565 4574
18 01% 1,075 83% 77 0.6% 12 01% 12986 4,169 19 02% 86 07% 14 019% 12986 4167
14 03% 0 0.0% 69 14% 7 02% 4769 6,872 14 0.3% 69 1.4% 7 02% 4,769 6872
16 0.1% 1.061 84% 79 06% 9 0.1% 12640 4,097 17 01% &1 0.7% 11 01% 12640 4,095
13 01% 998 11.0% 69 0.8% 9 01% 9.058 2,795 14 02% 80 09% 12 01% 89.058 2792
10 02% 0 0.0% 61 1.4% 7 02% 4354 6423 10 02% 61 1.4% 7 02% 4354 6429
25 02% 988 8.1% 118 1.0% 21 02% 12159 3910 27 02% 129 1.1% 24 02% 12159 3.908
17 0.2% 838 101% 132 1.5% 18 02% 8,865 2665 17 02% 132 1.5% 18 0.2% 8.865 2,665
13 03% o 00% 108 23% 13 03% 4646 5414 13 03% 108 23% 13 03% 4646 5414
9 07% 5 0 4% 11 0.9% 1 01% 1,318 7,829 10 07% 12 09% 1 0.1% 1,318 7.829

9 07% 6 0.5% 15 1.2% 2 01% 1,318 7.829 10 07% 16 12% 2 01% 1.318 7.829

9 17% 9 1.7% 11 2 1% 2 03% 516 5021 9 1.8% 12 23% 2 04% 516 5,021

7 1.3% 0 0.0% 18 35% 2 04% 516  5.030 7 13% 18 35% 2 04% 516 5,030
18 20% 24 26% 22 24% 4 04% 908 3.659 20 2.2% 27 29% 5 05% 908 3659
15 22% 15 22% 29  4.2% 4 06% 688 2,349 17 2.5% 33 438% 5 07% 688 2362
14 20% 0 0.0% 47 68% 5 08% 688 2,386 14 20% 47  B6.8% 5 08% 688 2.386
21 23% 28 3.0% 3 3.3% 6 06% 935 2.468 23 25% 33 36% 6 07% 935 2466
16 20% 8 1.0% 46 57% 5 07% 801 1,783 16 20% 446 5% 5 0.7% 801 1.783
13 17% t] 0.0% 45 5.6% 5 07% 801 1,788 13 17% 45  56% 5 0.7% 801 1.788
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First-Tier Balancing Authority Areas

Market Period

Economic Capacity

Entergy S_SP1
Entergy S_SP2
Entergy S P
Entergy S_OP
Enlergy w SP
Entergy w_P
Entergy wW_OP
Entergy SH_SP
Entergy SH_P
Entergy SH_OP
SPA S_SP1
SPA S_SP2
SPA S P
SPA S_0OP
SPA wW_SP
SPA w_pP
SPA w_OP
SPA SH_SP
SPA SH P
SPA SH_OP
WFEC S_SP1
WFEC S _SP2
WFEC S_P
WFEC S_OP
WFEC w_5SP
WFEC w_P
WFEC wW_OP
WFEC SH_SP
WFEC SH P

WFEC SH_OP

Price

5250
$120
375
345
$85
$60
w0

$55
8§35

$250
$120
§75
$45
$85
360
$40
$80
$55
$35

$250
§120
$75
345
385
$60
$40

$55
$35

Exhibit J-10
Pre-Transaction ] Post-Transaction ]
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mt Mkt Mkt Mkt Mkt Mkt HHI
MW Share MW  Share MW Share MW Share Mkt Size HHI MW Share MW Share MW Share Mkt Size HHI Chg.

69 02% 2,082 44% 340 07% 35 01% 46373 2,967 71 02% 363 08% 39 01% 48373 2466 0
70 02% 2054 45% 339 07% 34 01% 46090 2.945 72 02% 362 08% 33 01% 46,090 2945 0
B6 03% 2146 75% 21 10% 41 01% 28615 1615 89 0.3% 302 11% 48 02% 28615 1613 -2
103 0.7% 4] 0.0% 186 1.2% 20 01% 15653 2494 103 07% 186 1.2% 20 01% 15653 2494 0
71 02% 2107 60% 286 08% 38 01% 35208 2325 75 0.2% 338 10% 51 01% 35208 2323 -2
83 03% 1592 62% 260 10% 35 0.1% 25711 1540 88 0.3% 305 12% 46 02% 25711 1538 -2
105 0.7% 0 00% 236 16% 27 02% 15047 222t 105 0.7% 236 16% 27 02% 15047 2221 0
60 02% 1913 68% 145 0.5% 26 01% 28131 1,749 63 02% 189 06% 29 01% 28131 1.748 -1
86 04% 626 28% 326 15% 38 02% 22183 1,444 86 04% 326 15% 38 02% 22183 1444 0
103 07% 0 0.0% 122 0.8% 14 01% 14579 2229 103 0.7% 122 08% 14 01% 14579 2229 ¢
4 0.3% 6 0.6% 19 1.8% 2 02% 1,092 5.027 4 04% 21 1.9% 2 02% 1.092 5,027 0
4 03% [ 0.6% 20 18% 2 02% 1.089 5048 4 04% 21 19% 2 02% 1.089 5048 0
3 04% 10 1.1% 16 1.8% 2 03% 911 4416 4 04% 18 20% 3 03% 911 4418 a
3 04% 0 0.0% 12 1.5% 1 0.2% 795 3,944 3 04% 12 15% 1 02% 795 3,944 4]
15 0.9% 71 4.1% 101 5.8% 11 0.6% 1,750 1904 17 1.0% M7 67% 5 08% 1.750 1,907 3
17 1.1% 50 32% 100 6.5% 14 09% 1543 1385 18 12% 118 1.7% 18 1.2% 1543 1,395 10
13 09% 0 0.0% 47 3 3% S 04% 1438 1182 13 0.9% 47 33% 5 04% 1438 1,192 0
132 08% 70 4.1% 66 39% 12 0.7% 1,706 1,518 15 0.9% 72 4.3% 13 08% 1.706 1517 -1
S 06% 17 1.3% 131 9.4% 18 1.3% 1.389 885 9 06% 131 94% 18 1.3% 1,389 895 0
13 09% 0 0.0% 58 4.1% 7 05% 1,394 915 13 05% 58 41% 7 05% 1.394 915 0
45 31% 16 1.1% 448 32% 5 03% 1451 6490 49 34% 49 34% 5 04% 1451 6492 2
45 32% 16 11% 46 3.3% 5 03% 1412 6404 49 35% 45  35% 5 04% 1412 6406 2
43 36% 23 1.5% 36 30% 5 05% 1,205 5859 47  3.9% 39 33% 6 0.5% 1.205 5861 2
34 47% 0 0.0% 36 50% 4 05% 730  3.901 34 4.7% &  50% 4 05% 730 3901 4]
63 3.5% 70 40% 179 101% 20 1.1% 1,772 3.361 70 39% 204 115% 26 15% 1,772 3,383 22
51 4.4% 63 59% 140 11.9% 19 16% 1177 1,528 57 48% 164 138% 25 21% 1177 1,558 Ky
45 38% 0 0 0% 144 12 2% 17 14% 1177 1611 45 38% 144 122% 17 14% 1.177 1.611 0
45 29% 49 31% 138 89% 25 16% 1,560 3.656 50 32% 150 97% 28 18% 1.560  3.667 11
N 3.0% 21 2.0% 142 13.8% 19 1.9% 1.029 1852 31 30% 142 13 8% 19 19% 1.029 1,852 0
N 3.0% 0 0.0% 136 13.2% 16 1.5% 1.029 1876 31 3.0% 136 132% 16 15% 1.029 1,876 0
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First-Tier Balancing Authority Areas

Market Period

Economic Capacity

WR S SP1
WR S _SP2
WR S_P
WR S OP
WR W_SP
WR w_p
WR w_OP
WR SH_SP
WR SH_P
WR SH_OP

SIL nto each market based on OG&E's transmission analysis for pre-Transaction scenario.

Price

3250
3120
375
$45
385
$60
$40
$80
$55
$35

Exhibit J-10
Pre-Transaction 1 Post-Transaction ]
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mkt Mkt HHI
MW Share MW Share MW Share MW Share Mkt Size HHI MW Share MW Share MW Share Mkt Size HHI Chg.
28 0.3% 64 0.8% 105 13% " 1% 8295 4943 29 04% 112 1.4% 12 02% 8,295 4943
28 04% 65 08% 106 13% 11 01% 7994 5220 29 0.4% 113 14% 12 02% 7.994 5,220
37 06% 86 1.5% 88 15% 13 02% 5763 5278 39 07% 98 17% 15 03% 5763 5278
41 08% 0 0.0% 70 1.4% 8 02% 4930 4829 41 0.8% 70 1.4% 8 02% 4,930 4829
9 02% 26 0.6% 37 0.8% 4 01% 4837 7.035 10 02% 43 09% 5 0.1% 4837 7035
11 03% 20 0.6% 35 1.0% 5 01% 3525 7138 11 03% 41 12% 6 0.2% 3.525 7139
10 03% 0 0.0% 15 04% 2 01% 3,525 7140 10 0.3% 15 04% 2 01% 3.525 7140
38 06% 103 1.7% 132 2.2% 24 04% 6,114 4,048 41 07% 145 24% 27 04% 6.1%4 4048
41 08% 25 0.5% 166 3.4% 23 05% 4957 3487 41 08% 166  3.4% 23 0.5% 4957 3487
46 09% 0 0.0% 74 1.5% 9 02% 4957 3491 46 09% 74 1.5% 9 02% 4957 349
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COoOCOoOC o COoOOoOo

8o0z/0z/€0 (TEYOTIIOUN) dAd DHId ¥T00-¥ZE0800Z



Exhibit J-11

OG&E and GRDA Balancing Authority Markets
Base Case, with Transmission Upgrades (Mitigation)

[ Pre-Transaction ] Post-Mitigation ]
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mkt Mkt Mki HHi
Period Price MW Share MW Share MW  Share MW Share Mkt Size HHI MW Share MW  Share MW Share Mkt Size HHI Chg.

Available Economic Capacity, OG&E

S_SP1 $250 1 0.1% 605 649% 158 16 9% ¢ 00% 933 4,560 14 11% 422 339% 50 40% 1.245 1558 -3.002
S_SP2 $120 1 01% 606 560% 306 283% 0 00% 1,081 3.985 4 10% 570 408% 54 39% 1398 1,982 -2.003
S P $75 2 03% 604 763% 0 00% 80 101% 792 5.948 20 23% 0 00% 144 168% 854 1112 43836
S OP $45 0 00% 0 0.0% ¢ 00% 0 00% 137 869 0 00% 0 00% 0 00% 137 869 0
W_SP $85 8 04% 1,098 47 1% 501 21.5% 0 00% 2,332 2,749 20 08% 1037 429% 128 53% 2420 2102 -647
w P $60 8 05% 798 47 8% 0 00% 68 41% 1.667 2,425 16 11% 0 00% 175 122% 1,430 595  -1.830
W OP $40 6 07% 0 0.0% 0 0.0% 0 00% 930 594 6 07% 0 00% 0 00% 930 504 0
SH_SP $80 4 02% 567 265% 960 448% 149 70% 2,142 2,793 11 05% 1155 466% 195 7.9% 2476 2421 -a7
SH P $55 0 00% 276 301% 0 00% 97 106% 917 1,228 1 01% 0 00% 115 93% 1.242 561 -668
SH OP $35 1 02% 0 00% 0 00% 0 00% 594 618 1 02% 0 00% 0 00% 594 618 o
Available Economic Capacity, GRDA

S SP1 $250 50 164% 68 221% 2 08% 0 0.0% 308 1,272 299 212% 29 21% 3 02% 1.407  1.215 -57
S.SP2 $120 57 182% 70 223% 4 14% 0 00% 315 1.308 306 216% 38 27% 4 03% 1414 1273 -36
S P $75 241 48 3% 75 151% 0 00% 1 01% 498 2777 489 306% ¢ 00% 8 05% 1,597 1674 -1.103
S OP $45 0 00% 0 0.0% 0 00% 0 00% 258 765 0 00% 0 00% 0 00% 258 765 0
W_SP $85 230 33.5% 199  29.0% 0 00% ¢ 00% 687  2.048 459 33 2% 38 27% 47 34% 1,381 1466 -582
WP $60 425 48.2% 145 16.4% 0 00% 3 04% 882 2665 570 382% 0 00% 54 36% 1492 1677 -988
wW_QP $40 134 22.7% 0 0.0% ¢ 00% 0 00% 591 842 134 227% 0 00% 0 00% 591 842 0
SH_SP $80 367 38.9% 214 226% ¢ 00% 33 35% 944 2,114 566 34 4% 0 00% 108 66% 1,644 1582 -532
SH_P $55 165 22.2% 22 2.9% 0 00% 3 04% 742 909 287 21 0% 0 00% 5 04% 1,364 871 -38
SH OP $35 92 138% 0 0.0% 0 00% 0 00% 670 638 92 138% 0 00% 0 0.0% 670 638 0
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Exhibit J-11
OG&E and GRDA Balancing Authority Markets
Base Case, with Transmission Upgrades (Mitigation)
[ Pre-Transaction il Post-Mitigation ]
GRDA Kelson OKGE OMPA GRDA OKGE OMPA
Mkt Mkt Mkt Mkt Mit Mkt Mkt HHI
Pariod Price MW Share MW Share MW  Share MW Share Mkt Size HHI MW Share MW Share MW Share Mkt Size HHI Chg.
Economic Capacity, OG&E
S 5P $250 6 01% 580 74% 6344 B809% 649 B83% 7.842 6.669 35 04% 6608 BO9% 713 B7% B.168 6630 -39
S SpP2 $120 6 01% 580 74% 6344 810% 638 82% 7.830 6.686 35 04% 6608 B10% 702 B86% 8.157 6.646 -40
S P $75 6 01% 583 121% 3485 720% 576 11.9% 4,839 5477 34 07% 3,749 726% 640 12.4% 5165 5440 -37
S OoP $45 5 02% 0 00% 2737 845% 298 92% 3.238 7237 S5 02% 2737 B45% 298 92% 3.238 7.237 0
W_SP $85 25 03% 955 128% 5070 681% 4B1 6.5% 7.447 4,855 37 05% 5805 743% 617 82% 7.543 5613 759
w P $60 20 04% 716 149% 2,731 568% 414 B86% 4,804 3.554 30 06% 3148 632% 521 105% 4984 4,144 591
w_OP $40 21 06% 0 00% 2422 656% 279 75% 3,691 4423 21 06% 2422 656% 279 75% 3691 4423 0
SH SP $80 7 01% 475 74% 4748 742% 555 87% 6,397 5.648 15 02% 4942 734% 601 89% 6.731 5,497 -1561
SH_P $55 7 02% 247 58% 2971 692% 446 104% 4,295 4,944 14 03% 3056 650% 464 99% 4705 4,366 -578
SH_OP $35 6 02% 0 00% 2371 718% 277 84% 3.300 5,265 6 02% 2371 718% 277 84% 3.300 5.265 0

Economic Capacity, GRDA

5_SP1 $250 1,293 834% 11 0.7% 29 19% 3 02% 1.651 6983 1542 582% 133 50% 14  05% 2,650 3565 -3418
S SP2 $120 1271 83.2% 1" 0.7% 29 19% 3 02% 1.528 6942 1519 57.8% 134 51% 14  05% 2,827 3527 -3416
SP 375 1171 82.0% 17 12% 23 1.6% 3 02% 1.428 6745 1,419 56.1% 108 43% 17 07% 2,527 3309 -3436
S OP $45 774 750% 0 0.0% 20 19% 2 02% 1.031 5,689 774 75.0% 20 19% 2 02% 1031 5689 0
W_SP $85 1148 715% 38 2.4% 102 6.3% M 07% 1,605 5200 1377 59.9% 238 104% 30 13% 2299 3,769 -1432
WP $60 1,073 70.2% 38 2.5% 104 6.8% 14 0.9% 1.530 5006 1.218 569% 244 114% 37 1.7% 2141 3441 -1.565
w OP 340 693 603% 0 0.0% 27 24% 3 03% 1.150 3779 693 60.3% 27 24% 3 03% 1.15¢ 3,779 0
SH_SP 380 1128 66.1% 39 2.3% 120 70% 22 13% 1,705 4482 1327 55.2% 249 104% 46 19% 2405 3247 -1235
SH_P $55 819 58.6% 10 0.7% 150 108% 21 15% 1,396 3.631 941 466% 280 139% 38 19% 2.018 2492 -1139
SH OP $35 669 53 7% 0 0.0% 42 3.4% 5 04% 1,246 3,072 669 53.7% 42 34% 5 04% 1.246 3,072 0
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- - | o Exhibit K
; S ' Maps

- A maps of the relevant properties owned by the Applicants is attached below.
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-
- Fxhibit L.
Other Regulatory Approvals
-
- In addition to Commission approval of this Application. approvals or clearances from the
- following tederal agencies are required for the Transaction:
1. Pre-approval by the OCC pursuant to Okla. Stat. tit. 17, § 286(C); Okla.
Admin. Code § 165:35-38-5(a):
- 2. Approval from the Federal Communications Commission to transter
certain licenses associated with the Facility to OG&lL: and
- - -
i. Clearance from the Department of Justice and the FTC under the Hart-
- Scott Rodine Antitrust Improvement Act. On March 7, 2008. the I'T'C granted
carly termination ot the waiting period under the Hart-Scott-Rodino Antitrust
-
Improvement Act. Such notification indicates that neither the FTC nor the
_ Department of Justice intend to investigate the transaction.
-
_
_J
__J
__J

WAL 28ATRAKY
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]
Exhibit M
)
Explanation Concerning Cross-Subsidy Concerns
_]
The proposed Transaction raises no issues concerning cross-subsidization. Based on the
]
discussions in Scction 1.1 of the Application, information contained in Lxhibit I. and on facts
- and circumstances known to Applicants or that are reasonably toresecable as of the date of this
Application. the proposed Transaction will not result in. at the time of the proposed Transaction
|
or in the future. cross-subsidization of a non-utility associate company or the pledge or
- encumbrance of utility assets for the benetit of an associate company.
() Disclosure of Existing Pledges or Encumbrances
]
OG&E does not currently have outstanding any debt or other security that is sccured. in
. whole or in part, by a lien or other encumbrance ot utility property. The only pledges or
encumbrances that relate 1o QG&E’s utility property are various incidental encumbrances
r
incurred in the ordinary course of business, including. for example. mechanies™ hens, liens for
) . .
taxes, assessments or other governmental charges that are not delinquent. and various casements,
building, zoning or similar restrictions. Also. as noted in Section [11.D.2 of the Application.
[
OG&E will not pledye or encumber any of its utility property as part of the Transaction. For
[} N . . . - . . . o e
these reasons, OG&I respecttully requests waiver of any requirement to specifically identify any
. existing pledges or encumbrances on grounds that they are not relevant or matenal to the

Commission’s evaluation of the proposed Transaction pursuant to FPA Section 203.
Further. Applicants respecttully request waiver of the requirement to provide this

information for Redbud Energy. OG&E will acquire Redbud Energy and subsequently dissolve

WAL-2BATEOEVR
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]
it to complete the Transaction and. theretore, Redbud Energy's pledges and encumbrances. to the
-
extent that any currently exist. will be terminated upon consummation of the Transaction.
- (1) Relevant Detailed Showings Concerning The Proposed Transaction
As discussed in detad an Scction LD of the Application. based on facts and
]
circumstances known to the Applicants. or that are reasonably toresecable. the Transaction will
. not result in. at the time of such Transaction or in the tuture:
(1) Any transfer of facilities between a traditional public utihty associate company
J
that has captive customers or that owns or provides transmission service over jurisdictional
’ transmission facilities, and an assoctate company:
(2) The issuance of any securities by a traditional public utility associate company
_
that has captive customers or that owns or provides transmission service over jurisdictional
(] .. M . - - .
transmission tacitities, for the benetit of an associate company:
. (3) Any pledge or encumbrance of any assets of any traditional public utility

associate company that has captive customers or that owns or provides transmission service over
jurisdictional transmussion facilities, for the benetit of an associate company: or

(4 Any new aftiliate contract between a non-utility associate company and a
traditional public utility associate company that has captive customers or that owns or provides
transmission scrvice over jurisdictional transmission facilities, other than non-power goods and

services agreements subject 1o review under sections 205 and 206 of the FPA.

WAL 2XATANRVE
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Oklahoma Gas and F'eetnic Company
Redbud Energy. 1P

A,

Exhibit OGE-1
Page 1 of 15

UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Docket No. 1C08- =000

L )

PREPARED DIRECT TESTIMONY AND EXHIBITS
OF JESSE B. LANGSTON

INTRODUCTION.

PLEASE STATE YOUR NAME, YOUR EMPLOYER, AND YOUR BUSINESS
ADDRESS.

My name 1s Jesse B. Langston. Tam employed by Oklahoma Gas and Electric Company
("OO&E" or the “*Company™) and my business address 1s 321 N. Harvey, P, O, Box 321,
Oklahoma City, Oklahoma 73101.

WHAT POSITION DO YOU HOLD WITH OG&E?

| hold the position of Vice President of Utility Commercial Operations. | have served in
this capacity tor over two years. Prior to assuming my current duties, [ served as Director
of Corporate Planning for OGE Energy Corporation for approximately four years where
my primary duties were to lead the Company’s corporate and business strategy
development. My current responsibilities include the Company’s resource planning

ctforts. The resource planning team assesses OG&E's power supply requirements and
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. Exhibit OGE-]
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] evaluates the resources needed to meet these requirements at the lowest reasonable cost.
2 with due cons:deration of nisk factors.

3 Q. PLEASE SUMMARIZE YOUR PROFESSIONAL EXPERIENCE AND

., 4 EDUCATIONAL BACKGROUND.
5 A I have been employed by OG&E since 1985, | have over 20 years of experience in the
. ) clectric utility industry in various areas including corporate planning. business planning,
. 7 engineering, transmission, distribution, metering. end-use forecasting. load forecasting.
8 telecommunications, corporate marketing. demand-side management and gencration
' 9 planning. Over the past few years, | have led a number of significant initiatives within
. 10 the Company including the acquisition of the McClain plant, a state-of-the-art 4300 MW
11 natural gas combined cycle plant, and the development of Centennial, a 120 MW wind
| 12 farm.
13 I hold an MBA from Oklahoma City University (May 2002) and a Bachelor of
14 Science degree in Electrical Engineering from Oklahoma State University (1985).

15 Q. HAVE YOU TESTIFIED PREVIOUSLY BEFORE THE FEDERAL ENERGY

16 REGULATORY COMMISSION (“COMMISSION™)?

17 A No. This is the first time | have testified before the Commission.

18 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

19 A, My testimony will address three topics. First, | will describe OG&E and the Company's
20 need for new capacity to meet its growing load obligations. Second, 1 will address the
21 process that lead up to the agreement for OG&E, the Grand River Dam Authority

22 ("GRDA™), and the Oklahoma Municipal Power Authority (*OMPA™) 1o acquire the
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Exhibit OGF:-1
Page 3 of 15

Redbud plant. Third. I will describe the significant customer benefits that flow trom the
proposed transaction.

BACKGROLUND.

PL.EASF. DESCRIBE OKILLAHOMA GAS AND ELECTRIC COMPANY.,

OG&E. an Oklahoma corporation, is an electric utility operating company and a wholly -
owned subsidiary of OGE Energy Corp.  OG&E serves more than 762,000 retail
customers in Oklahoma and western Arkansas, and sells electric power at wholesale to
other electric utility companies, municipalities. rural electric cooperatives and other
market participants. OG&E is a member of the Southwest Power Pool. Inc.
("SPP™.0OG&]: owns the transmission facilities within its service territory but the SPP
has functional control of those facilities. Requests for new transmission service on
OG&E’s transmission facilities are made through and processed by SPP in accordance
with SPP’s Open Access Transmission Tariff.

WHAT IS OG&E’S CURRENT LOAD?

OG&E’s forecasted peak load for 2008 1s 6,106 MW,

WHAT RESOURCES DOES OG&E USE TO SERVE THIS LLOAD?

OG&E mects its peak load (and provides for the required reserve margin) using a mix of
generation rescurces owned or controlled by OG&E and by capacity and energy
purchased under power supply agreements.

PLEASE DESCRIBE OG&E'S MOST RECENT LOAD FORECAST.

OG&E updates its load forecast cach September to support the annual budgeting process

and ongoing resource planning cfforts. The September 2007 load forecast, prepared by
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Page 4 of 15

Quantec, L.1.C and based on econometric statistical analyses for cach class of service
(c.g., residential. commercial, ete.), is presented in Exhibit OGE-2. As shown in Exhibit
OGE-2. OG&E expects its retail energy demands to grow at an average annual rate of
2.0% over the 2007-2017 period. Peak demands are expected to grow at a slightly lower
rate of 1.7 %6 ¢ver this same period. The forecasted growth in peak demands is consistent
with OG&Ls recently experienced growth of approximately 100 MW per vear,

[n addition to its retail load requirements. OG&LE has wholesale contracts with
ninc entities for approximately 300 MW of load. OG&E anticipates continuing to serve
wholesale customers and theretore has included these loads in its forecast for purposes of
determining future capacity needs.

DOES OG&E REQUIRE ADDITIONAL CAPACITY TO SERVE ITS
EXPECTED L.OAD OBLIGATIONS?

Yes. Exhibit OGE-3 presents OG&E's peak demand forecast. the supply and demand
resources available to meet such peak demands, and the “gap™ that must be met through
new resources. The gap is defined as the capacity required to satisty SPP’s minimum
12% capacity margin requirement. In practice, OG&E will experience years where it
exceeds the 12% requirement to ensure that OG&E remains above the requirement at all
times. Doing so will require OG&E to build or acquire resources of significant size, and
to respond to market opportunities.

As shown in Exhibit OGE-3, OG&E 1s able to meet its requirements in 2008 and

2009 as a result of the 300 MW PPA with Redbud Energy, LP. However, after expiration
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of the Redbud PPA in 2009, OG&L's capacity needs are expected to be 424 MW in
2010, and to increase to 524 MW in 2011, to 604 MW in 2012 and 10 731 MW in 2013,
HOW DOES OG&E INTEND TO OBTAIN THE CAPACITY NEEDED TO
SERVE THIS INCREASING LOAD?

In 2006, OG&E (together with OMPA and the Public Service Company of Oklahoma)
proposed to construct the “Red Rock™ facility, a 950 MW coal-fired generating station to
be located near Red Rock. Oklahoma. OG&FE had planned to commence construction of
the Red Rock facility in 2007, and to have the plant in service in 2012, However, OG& L
and 1ts partners were unable to obtain necessary state regulatory pre-approvals and. in
2007. the Company terminated the project. As a result of this decision. OG&E re-
focused its resource planning toward gas-fired generation, together with its continuing
commitment to wind and demand side management.

THE PROPOSED TRANSACTION.

PLEASE DESCRIBE THE TRANSACTION THAT IS THE SUBJECT OF THIS
PROCEEDING.

On January 21. 2008, the Company. together with two partners, GRDA and OMPA,
exccuted definitive agreements pursuant to which they will acquire the Redbud Facility
from subsidiaries of Kelson Holdings 1.I.C (*Kelson”).  The Redbud Facility is a 1,230
MW, combined-cycle gencrating facility located near Luther, Oklahoma. Upon closing
the transaction. OG&E will hold a 51% interest in the facility and GRIDA and OMPA will

own 36% and 13%, respectively.
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WHAT WAS YOUR ROLE IN THIS TRANSACTION?

I was responsible for the overall Redbud transaction and my involvement included
participation in the bid. due diligence and negotiation phases of the process. The
Resource Planning Department reports to me and [ provided direction to that group
during the prozess.

PLEASE DESCRIBE THE REDBUD GENERATING FACILITY,

Redbud i1s a 1,230 MW (nominal rating} gas-fired combined-cycle plant located near
[.uther, Oklahoma. The plant uses four GE 7FA combustion turbines with a heat
recovery system comprised of four additional stcam turbines. These eight turbines are
supplcm;ntcd with four duct burners that boost the output of the plant to meet peak
demand conditions. This configuration allows Redbud to serve base-load, mid-merit and
peaking needs based on the dispatch needs of our portfolio.

Redbud is interconnected to QOG&E's transmission system and relies on
transmission services arranged by SPP. Redbud 1s also interconnected to ONEOK
Partners, LP's interstate gas transmission system.  Energy management services are
currently provided by Westar Encrgy. Inc. and plant operations are performed by North
American Energy Services Company. The plant has a L.ong-Term Parts and Service
Agreement (L. TSA™) with General Electric International, Inc.

DOES OG&E HAVE ANY EXPERIENCE WITH THE REDBUD PLANT?
Yes. As noted above, Redbud is located within our operating control area and is
interconnected with the OG&E transmission system. OG&E has purchased energy and

capacity from Redbud since 2005, most recently under a PPA for 300 MW to meet
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OG&E's 2008 and 2009 load requirements. This PPA was the result ot an RFP
conducted by OG&FE in May of 2007.

WHEN DID OG&E LEARN OF THE OPPORTUNITY TO ACQUIRE REDBUD?
In October 2007, OG&E was contacted by UBS Investment Bank ("UBS™) who informed
OG&E of an engoing auction process to sell a package of Kelson assets that included
Redbud. The process was being conducted by Goldman Sachs. OG&E subsequently
executed a confidentiality agreement with Kelson and was provided with the offering
memorandum and limited access to the transaction data room. Kelson's otfering
memorandum described a plan to sell four natural gas combined cvele plants as a
package. However, OG&E expressed an interest in the Redbud tacility on a stand-alone
basis and Kelson agreed to consider a bid for Redbud separately trom the rest of the
porttolio.

WHAT FACTORS CONTRIBUTED TO OG&E’S PRELIMINARY INTEREST IN
AN ACQUISITION OF REDBUD?

Redbud's location within OG&L’s controt arca. the age of the plant, and OG&E's
reliance on Redbud for energy through the years were reasons enough to spark our
interest in the sales process. OG&I:'s analysis indicated that we had a nced for capacity
in a time frame that could be met by an acquisition ot Redbud. OG&E had been counting
on its propose¢ Red Rock plant to meet this need. but following the Oklahoma
Corporation Commission order denying pre-approval to construct Red Rock, OG& L
began a new resource planning cycle to determine how it would meet its growing

resource requirements.
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OG&FE has concluded that natural gas-fired capacity, whether obtained through a
PPA. construction of a generating plant, or the acquisition of an existing facility, is the
only viable mid-term resource option after taking into account our progressive
commitment to wind energy.  Redbud can serve a range of needs throughout the year
including baseload, peaking and mid-merit requirements. Redbud will complement our
prospective investments in wind energy by providing assurance that capacity needs will
be met. The Redbud plant represents “iron-in-the-ground™ capacity that is not subject to
development and construction cost risks and with interconnections to natural gas and
clectric transmisston facilitics that can be costly tor new plants depending on their
location.

Finally. an acquisition of the Redbud plant limits OG&E's exposure to potentially
volatile purchase power cost by locking in the capacity for the remaining life ot the
facility and avoids the need to either purchase or acquire capacity in an SPP market that
the Company ¢xpects to become increasingly capacity short over time. It should be noted
that capacity needs vary within the SPP and that the market in OG&E's geographical
areas is much tighter.

WHY DID OG&E BEGIN DISCUSSIONS WITH POTENTIAL PARTNERS?
OG&E understood that it could not purchase 100% of the plant. We also knew that other
load serving entities in Oklahoma were likely in a similar situation. OG&E contacted
OMPA who is currently our partner in the McClain plant. We have had an outstanding
business relaticnship OMPA and believed that they would have an interest in partnering

again on this opportunity. QOG&I: then contacted GRDA who we saw as a logical partner
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on this project. This i1s our first opportunity to enter into a business arrangement with
GRDA..

WHAT TYPES OF CUSTOMERS ARE SERVED BY GRDA AND OMPA?

The GRDA serves 21 cities, 1 distribution cooperative. 2 public power joint action
agencies representing approximately 105 municipalities and approximately 80 industrial
customers located primarily in the Mid America Industrial Park. OMPA serves 35 cities
or about 230.000 clectric consumers throughout the State of Oklahoma. Both GRDA and
OMPA believe Redbud is crnitical to long-term reliability at a reasonable cost to their
Oklahoma cus:omers.

DID OG&E SEE KELSON'S DECISION TO SELL THE REDBUD FACILITY AS
A UNIQUE OPPORTUNITY?

Yes. It 1s not clear when. if ever, OG&L would have another chance to acquire the
Redbud plant. The Kelson sales process represents a potential one-time opportunity for
OG&L to lock in value for its customers. | believe it would have been irresponsible for
OG&E not to participate in this process given the capacity shortage in our service
territory.

CUSTOMER BENEFITS RESULTING FROM THE PROPOSED

TRANSACTION.

WHAT WILL YOU ADDRESS IN THIS SECTION OF YOUR TESTIMONY?
I will present a discussion of the many benefits to OG&L:’s customers of completing the

acquisition of the Redbud plant. While my testimony will focus on OG&E and its
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customers, I expect that many — if not all - of these benefits would also flow to customers
served by GRDA and OMPA.

The Redbud Acquisition Satisfies an Immediate Need for Additional Capacity.

HOW DOES THE PROPOSED TRANSACTION AFFECT OG&E’S CAPACITY
REQUIREMENTS?

As | previously explained. OG&E has a need for capacity beginning in 2010 after the
expiration of tae current Redbud PPA. Our estimate ot the need to meet SPP's minimum
capacity requirement is 424 MW and grows by approximately 100 MW per vear.
assuming that OG&E does not retire any of its aging plants. The Red Rock plant would
have met this need beginning in cither 2011 or 2012, The Redbud acquisition will satisfy
0OG&L"s needs beginning in 2009 and extending through approximately 2012, at which
time QOG&E will need to obtain additional capacity.  The acquisition of Redbud will
carry QOG&LE and 1ts customers through a challenging period.

The Acquisition of the Redbud plant will enhance reliability.

HOW DOES THE ACQUISITION OF THE REDBUD PLANT IMPROVE THE
RELIABILITY OF THE OG&E SYSTEM?

The addition of a relatively new plant to an aging portfolio improves the reliability of
supply. Due 1o its *4x1x1x1" configuration, OG&E will be able to operate the plant as
four units and continue to provide power when a one or more of the turbine are shut
down. The fact that Redbud is located within OG&L"s service area and proximate to our

largest load center also contributes to an increase in the reliability of supply as it provides
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some protection against transmission outages in other parts of SPP and in neighboring
regions.

ARF. THERE OTHER FACTORS THAT CAUSE THE REDBUD PLANT TO
PROMOTE RELIABILITY?

Yes. The Redbud plant has an excellent operating history. During its less than four-year
operating life. Redbud has been primarily serving the mid-merit and peak load
requirements of its contract customers, including QOG&IL:. More importantly. our due
diligence revealed that Redbud has not experienced any significant operating or
maintcnance issucs that were not promptly and correctly addressed and that periodic
maintenance has been performed in accordance with Prudent Operator Practices as
reccommended by Redbud’s equipment suppliers and manufacturers.  Therefore, we are
acquiring a plant that we have every reason to expect will perform well and serve our
customers rehiably throughout its remaining life.

The Proposed Transaction Enables OG&E to Acquire Capacity ai ¢ Reasonable Cost.

WHY DOES OG&E BELIEVE THAT IT HAS ACQUIRED THE REDBUD
PLANT AT A REASONABLE COS1?

The price that the joint owners have agreed to pay for Redbud is the result of a
competitive sales process conducted by Goldman Sachs, Inc.. Kelson's investment
bankers, and subsequent negotiations between the parties. The terms and conditions of
the transaction are the product of vigorous arms-length negotiation that took place over

several months,
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The Redbud transaction price represents the lowest reasonable cost to customers.
The Redbud transaction price of $852 million ($693/kw) is approximately 24% less than
the cost of new construction for a similar generation resources, currently estimated to
exceed $900kw. This price also compares favorably to the expected costs of purchase
power over the next several years.

Further, because the facility is located within our service area and is fully
deliverable into the OGE and GRDA balancing authority areas. the transaction avoids
costs that OG&E would incur were it to construct a new generating unit. For example,
Redbud is already interconnected to natural gas and electric transmission facilities and. as
a result. OG&I: and the other joint purchasers will not have to develop new
interconnection or transmission facilitics. The costs of interconnection facilitics and
potential network upgrades can be substantial. Morcover. the transmission review and
approval process, siting, and development can take as long or longer than constructing
the plant.

The Proposed Transaction will lower QG&E s costs and will serve us_a hedge ugainst

future cost increases.

HOW WILL THE REDBUD ACQUISITION AFFECT THE OPERATION OF
OG&E’'S GENERATION PORTFOLIO?

OG&E dispatches its portfolio on a Icast-cost basis. The addition of Redbud, a plant that
is significantly more efficient than many of OG&I's existing natural-gas fired peaking

plants, will lower operating costs and thereby provide savings to OG&LE’s customers.
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HOW DOES OG&E’S CONTROL OVER REDBUD PROVIDE VALUE TO
OG&E’S CUSTOMERS?

Ownership and control over Redbud's operations has another advantage over continuing
as a contract purchaser under a PPA. As an owner and operator, OG&E will be able to
dispatch the plant to maximize overall portfolio benefits. As a contract purchaser, QG&L
has attempted to negotiate operating terms that achieve this outcome. but actual control
over the assct and the ability to modify operations as conditions change is preferred. As
the operating plant owner, OG&L will be able to dispatch this plant, along with its other
plants and contracts. to improve the overall efficiency of the porttolio.

DOES “IRON-IN-THE-GROUND" HAVE COST ADVANTAGES OVER NEW
BUILD GENERATION?

Yes, at least bused on the present environment. New power plant construction costs have
risen dramatically over the past several years. A September 2007 study prepared by The
Brattle Group cited several factors that are contributing to escalating power plant
construction costs, including dramatically increased materials costs. a shortage of shop
capacity necessary to fabricate major equipment. and a tightening market for
Engincering, Procurement and Construction (EPC) services. Further, on February 14,
2008, a newly published Power Capital Costs Index (“PCCI") developed by 1HS Inc. and
CERA indicates that the cost of new power plant construction in North America
increased 27 percent in 2006 (over 2005) and an additional 19 percent in the first six

months of 2007, reaching a level 130 percent higher than in 2000.
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As a result. the landseape for building new power plants has shifted in a way that
gives a preference to the acquisition of an operating asset. By acquiring Redbud, our
customers wil. be shielded from risks associated with ofien unpredictable cost
escalations, scheduling delays, and other uncertainties of new generation construction
projects. As an existing plant, OG&E will not have to develop new transmission
facilities. The transmission review and approval process, siting. and development can
take as long or longer than constructing the plant. Acquisition of an existing asset also
avoids the need for siting, permitting and other land-use development issues.

DOES THE REDBUD ACQUISITION PROVIDE PROTECTION AGAINST
TIGHTENING MARKET CONDITIONS?

Yes. The acquisition of Redbud also serves as a hedge against the potential that prices
will be higher than we have projected in our analysis. There are many factors, in addition
to tightening regional market conditions, which are driving capacity costs higher
including construction costs and the installation of equipment to meet stricter emissions
requirements. Should these factors contribute to capacity prices rising at a more
accelerated pace, then OG&LE will have locked in a better price for Redbud, deferred the
need for the next portfolio addition (including potentially a higher priced asset or PPA

acquisition), and avoided paying higher PPA prices over the interim period.
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The Acquisition of the Redbud Plani Complements Further Investments in Wind Energy.

HOW DOES THE REDBUD PLANT FIT INTO OG&E’S EXISTING
GENERATION PORTFOLIO?

The Redbud facility 1s a strong addition to OG&L's existing generation portfolio.
Redbud's =4 x (1 x 1 x 1) configuration provides load following capacity and enhances
the Company™s operational flexibility. This is particularly valuable not only in terms of
the Company’s existing portfolio, but also with regard to a potential tuture portiolio with
as much as 810 MW ot wind. Natural gas plants that are able to ramp capacity
contributions up and down are particularly valuable as a complement to wind encrgy
which is subject to varying and difficult to predict operating conditions.

ARE THERE ANY OTHER BENEFITS THAT YOU WOULD LIKE TO
MENTION?

Yes. These simnilar benefits accrue to the customers of GRDA and OMPA, many of
whom are located in Oklahoma.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes. it does.
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I. Jesse B. Langston, being first duly sworn, deposes and say that I am the witness

identified in the foregoing Prepared Direct Testimony, that 1 have read the testimony and am

familiar with its contents, and that the facts set forth therein are true and correct to the best of my
knowledge. information, and belief.
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_ | Energy (GWh) |

29249

29,845
30425

30,985
31,547

32,084
32,701

33379
34,104

o " Peak (MW)
2008 6106
2009 . 6,234
_ 2010 . 6,328
2011 6,426
_ 2012 i 6,507
i _ 2013 6,619
| 2014 _ ~ 6,725
: 20158 L 6,845
T TR B X -
2017 } AN
Growth Rate: 1.7%

34872 |

2.0%

Exhibit OGFE-2
Page 1 of 1

8o0z/0z/€0 (TEYOTIIOUN) dAd DHId ¥T00-¥ZE0800Z



Exhibit OGE-3

Page 2 of 2
OGA&E Capacity Needs
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

A Resources (MW)
Total Owned Capacity (MW} 6,141 6,141 6,141 6,141 6,141 6127 6127 6.127 6.120 6.120
Purchase Contracts (MW) m 7 47 471 a71 471 an 471 471 471
Total Capability 6,912 6.912 6,612 6612 6612 6,598 6,598 6,598 6.591 6.591
B. Demand {(MW)
Demand Forecast (MW) (Incl Wholesale) 6112 6.243 6,340 6.441 6,525 6.640 6,749 6873 6.985 7.144

{includes impact of Existing DSM Programs) (6} (9) (12) (15} (18) (21} (24) (27} (30) (33)
Net Demand Forecast (MW) 6,106 6.234 6.328 6426 6.507 6.619 6,725 6,845 6.955 7111
Curtaiiment and Interruptible Capacity {(113) (116) (117) (119} (121) {123) (125) {(127) (129) (132)
New DSM Program Impacts (7) (11 (19) (28) (37) (47 {56) (66) (75) (84)
Net On System Demand 5.986 6.107 6,192 6279 6.349 6,449 6,544 6.652 6 750 6.895
€. Needed Capacity and Associated Capacity Margin With Wholesale
Capacity Margin (MW) 926 834 844 857 867 880 893 908 921 941
Capacity Needed to Satisfy SPP 12 % Margin 0 29 424 524 604 731 839 962 1,080 1,245
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UNITED STATES OF AMERICA
BEFORE THE
FI'DERAL ENERGY REGULATORY COMMISSION

Docket No. EC08- -000

R N

PREPARED DIRECT TESTIMONY
OF PHILIP L. CRISSUP

INTRODUCTION.

PLEASE STATE YOUR NAME, YOUR EMPLOYER, AND YOUR BUSINESS
ADDRESS,

My name is Philip L. Crissup. T am emploved by Oklahoma Gas and Electric Company
("OG&LET) and my business address is 321 N. Harvev, P, O. Box 321, Oklahoma City.,
Oklahoma 73101,

WHAT IS YOUR POSITION AT OG&E?

I hold the pos:tion of Director of Regional Transmission Aftairs,

WHAT IS YOUR EDUCATIONAL BACKGROUND AND BUSINESS
EXPERIENCE?

I received a Bachelor of Science Degree in Electrical Engineering from the University of
Oklahoma in 1983, U'pon graduation. | began my career at OG&E at the Northern
Region Engineering otfice in Emd. Oklahoma. as a Distribution Engineer in 1983, [ was
promoted to Design Engineer in the Transmission Design section of Corporate
Engineering in 1987, and then to Senior Engineer in the same department in 1994, |

moved Lo the Engimeering Planning section in 1997, and became Manager of the
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Transmission Planning group in 2002, In 2007. 1 became Director of Regional
Transmission Affairs. [ am a licensed Professional Engineer in the state of Oklahoma.
HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE FEDERAIL ENERGY
REGULATORY COMMISSION?

No. Thave testified several times before the Oklahoma Corporation Commission. but this
is the first time | have submitted testimony betore the Federal Energy Regulatory
Comnussion i“FERC™).

WHAT IS THE PURPOSE OF THIS TESTIMONY AND HOW IS IT
ORGANIZED?

The purpose of my testimony is 10 explain and support certain transmission analyses that
OG&E performed in relation to the proposed acquisition of the Redbud gencrating
tacility by OG&E. Grand River Dam Authority ("GRDA™). and Oklahoma Municipal
Gas Authority ("OMPA™). | refer to the sale and transfer of the Redbud facility as the
“Transaction.”

First. my testimony addresses the deliverability of the output of the Redbud
penerating facility 10 the three purchasers after closing of the Transaction. and concludes
that the facility’s capacity will be tully deliverable at that time.

Second. in order to assist in the preparation of the analysis evaluating the
proposed Transaction’s effects on competition. OG&E conducted a simultaneous import
limits ("SI11.7) analysis to determine S1ls into both the GRDA and OG&E balancing
authority arcas. as well as first-tier balancing authority arcas. My testimony describes
how the SII1. analyvsis was performed and sets out the study results. This portion of my

testimony atso details the posted First Contingeney Incremental Transfer Capability
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' ] {FCITCT) values for imports from each of OG&E and GRDA’s first-tier balancing
. 2 authority arcas.
3 Third. I performed a sensitivity analysis tor the OG&L and GRDA balancing
4 authority areas in which only the portion of GRDA's capacity needed to meet its current
| 5 load obligaticns (150 MW) is delivered to the GRDA balancing authority area as of the
6 closing of the Transaction.
r 7 Finally, my testimony identities and describes certain transmission projects that
: 8 OG& L could agree to fund in the event that the FERC determines that such projects are
9 required to mitigate the competitive effects of the sale of the Redbud generation facility
T 1o OG&E. GRDA. and OMPA.

: 1 1L BACKGROUND.

12 Q. PLEASE DESCRIBE OKLAHOMA GAS AND ELECTRIC COMPANY.

13 A OG&LE s an Oklahoma corporation and is a utility operating company subsidiary of OGl:
14 Fnergy Corp. OG&LE is a member of the Southwest Power Pool. Inc. ("SPP™) and owns
13 transmission jacilitics that are under the operational control of SPP. Requests for new

16 transmission service on OG&E s transmission facilities are made through and acted upon
17 by SPP in accordance with the terms and conditions of its open access transmission tariff
18 (COATT™)Y. OG&E serves more than 760.000 retail customers in Oklahoma and western
19 Arkansas and sclls electric power at wholesale 10 other electric utility companices.

20 municipalitics, rural clectric cooperatives. and other market participants.
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PLEASE DESCRIBE OG&E’S EXISTING TRANSMISSION SYSTEM AND ITS
FIRST-TIFR INTERCONNECTIONS,

The OG&LE transmission system was designed, constructed, and funded primarily to
deliver generation from OG&L generation facilities to OG&E loads. and consists of a
total of over 4.600 miles of transmission lines in Oklahoma and western Arkansas. The
OG&E system is comprised of the following voltages and corresponding line-miles:
69KV — 1.555 miles. 138KV - 1.913 miles. 161kV - 192 miles, 345kV - 941 miles and
S00kV — 47 miles. OG&L transferred operational control of its transmission system 1o
SPP on February 10, 2004, the same day that FERC recognized SPP as a Regional
Transmission Organization ("RTO™). OG&LE provides transmission service to a limited
number of customers pursuant to agreements entered into under the QG&E OATT before
SPP began ofiering transmission service under the SPP OATT. New requests for
transmission service are provided in accordance with the SPP OATT.

The OG&L balancing authority area is interconnected with seven neighboring
first-tier balancing authority areas: Public Service Company of Oklahoma (“PSO™).!
Western Farmers Electric Cooperative ("WFEC™). Entergy Corp. (“Entergy™). Westar
CLnergy ("Westar™). GRDA. Southwestern Power Administration ("SWPA™), and

Associated Llectric Cooperative, Inc. ("AECI™).

While OG&E s divectly imerconnected 1o PSOL PSO and Southwesiern Electrie Power Company together

operate a single balancing authorny arca (referred to as CSWS or AFP West).



20080324-0014 FERC PDF (Unofficial) 03/20/2008

rJ

fd

h

Y
10

, 11

AL

I11.

Exhibit No. OGE-4
Page 5 of 19

PLEASE DESCRIBE GRDA’S EXISTING TRANSMISSION SYSTEM AND ITS
FIRST-TIER INTERCONNECTIONS.

GRDA owns and maintains approximately 1.200 miles of transmission lines and
substations to deliver power and energy to its customers. GRDA is a member of the SPP.
and has transterred functional control of its transmission system to SPP. The GRDA
balancing authority arca is interconnected with six neighboring first-tier balancing
authority arcas: AECL PSQO. OG&E. SWPA. WFEC, and I'mpire District Llectric
Company. GRDA transferred operational control of its transmission system to SPP on
February 10, 2004,

PLEASE DESCRIBE THE OMPA TRANSMISSION SYSTEM.

OMPA does not have a separate balancing authority area and does not own transmission
tacilities other than those related to the interconnection of its generation facilities to the
grid. The municipalities that OMPA serves are located within OG&L’s balancing
authority arca or other balancing authority areas within the SPP.

DELIVERABILITY ANALYSIS.

PLLEASE DESCRIBE YOUR DELIVERABILITY ANALYSIS.

I performed an analysis to determine the deliverability of the Redbud generating facility
output to GRDA. OMPA and OG&EL. in proportion to their respective ownership shares
of the facility. Table 1 below summarizes the amount of MW that would be transferred

to the three partics pursuant to the Transaction:
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Fable 1 Osopership Dercemtares and M Output By Prospective Oy
b Folnancesipy Feleeniiees utput by _rospective i ngg

Ownership | Winter. MW | Summer. MW
OG&E 51% 0648 61Q
GRDA 36% 457 430
OMPA 3% . 165 155
Total L 100% 1270 1195

The base case for this deliverability analvsis was the pre-Transaction status quo. which
included existing contracts that OG&E. OMPA and GRDA have with the current owner
of the Redbud facility for the purchase of capacity and associated energy, i.e., 300 MW,
80 MW and 150 MW _ respectively.

In conducting this deliverability analysis, we used versions of the 2008 series SPP
2008 Summer. Shoulder. and Winter Models. These models are developed by the SPP
Model Development Working Group and submitted to the FERC.? These models were
then modified to reflect the preexisting contracts with OG&E. GRDA. and OMPA
identified above. The output from the Redbud generating facility was then transterred
into the OG&E and GRDA balancing authority areas and generation in the OG&F and
GRDA balancing authority areas was backed down to allow for the modeled increase in
Redbud generation.

The analvsis was performed for OG&FE's and GRDA s balancing authority areas
and their first-tier balancing authority areas. Using the modified models and a PSSE AC

N . N ~ . 3 N - . . N .
Contingencey analysis function.” a transfer between the first-tier neighbors of OG&E and

At the nme my analvsis was conducted. the “first pass” of SPP models (as oppoesed to the final versions of

the models) were the most up to date models avanlable.

Siomens” PSSE power-flow model s a wadelv-used indusiry poswer systems analy <is 1ool that provides

power How, short cirewt and other analssis funetions.,
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GRDA was asplied and the resulting seenarios were analyzed. Facilities rated in excess
of 100kV were moenitored. and facilities with loadings in excess of 100% in the basc-case
were excluded from the analvses.,

WHAT ARE THE RESULTS OF THE DELIVERABILITY ANALYSIS?

This analysis demonstrates that the Redbud facility is fully deliverable to all three
prospective buvers for their respective shares for the scasons analyvzed.

1S THIS DELIVERABILITY ANALYSIS SUBJECT TO FURTHER REVIEW?
Yes, OG&I has conducted the analysis using SPP models, but the SPP must conduct its
own analysis in accordance with its aggregate study process to determine whether the
facility is fullv dehiverable. | believe that QG&E has effectively replicated the SPP study
process given the information available at this time. but SPP will provide the final
analysis.

PLEASE DESCRIBE THE SPP AGGREGATE STUDY PROCESS.

SPP accumulutes all transmission service requests made over a four-month open season.
and then studies these requests in aggregate. The three prospective buyers. OG&E.
OMPA. and GRDA_ have submitted transmission sgr\’icu requests in the amount of their
pro-rata shares of the output of the Redbud facility to serve their respective loads. (They
already have secured transmission service from the SPP to deliver their pre-Transaction
contracted amounts,) These transmission service requests were each separately entered
into the SPP Aggregate Study open-season window that closed January 31, 2008. SPP
will analvze cach transmission service reguest for impact on the SPP system. and assign

cost responsibility for any required system upgrades.
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SIMULTANEQUS IMPORT LIMIT ANALYSIS.

WHAT OTHER TRANSMISSION ANALYSIS DID OG&E PERFORM
RELATED TO THE TRANSACTION?

OG&F also performed an analysis of the S1Ls into the OG&T. and GRDA balancing
authority areas using a MUST transfer analysis function.’ This information was relied
upon by Julic Solomon with CRA International. Inc. in the market analysis she performed
in support of the application for approval of the Transaction.

HOW DID YOU CONDUCT YOUR SIL ANALYSIS?

To determine pre-Transaction SIL into the OG&L- and GRDA balancing authority arcas, |
studied the FCITC values for cach of the first-tier balancing authority areas located
adjacent 10 OG&E and GRDA o calculate an estimate of the Available Simultaneous
Transter Capacity in the same pre-Transaction scenario used in the deliverability analysis.
Hence, the pre-Transaction base case included existing contracts that OG&E. OMPA and
GRDA have with the current owner of the Redbud facility. i.e., 300 MW, 80 MW and
150 MW respectively.

The FCITC analysis for a targeted balancing authority area involved backing
down resources in the targeted balancing authority area and then scaling up gencration in
a balancing authority area adjacent to targeted balancing authority area to determine the
FCITC. The FCITC resulting from this analysis is essentially the amount of power
capable of being transferred between the targeted balancing authority area and the first-

lier balancing authority arca before a constraint binds. This value is a conservative

J

Sremens” Menaging Uil System Transmission {MUST ) s caommonly used to evaluaie transfer mipacts

AN transmission arcas monitored elements or Nowgales.
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o 1 measure of transfer capability because it examines only the incremental transfer
, 2 capability between balancing authority areas over and above base transfers.
3 The pre-Transaction analysis also was performed for OG&E’s seven first-tier
‘ 4 balancing aul_horil_\‘ arcas to determine the FCITC into those first-tier balancing authority
. 5 arcas and then the FCETC from those first-tier balancing authority areas into the OG&E
6 balancing auwhority arca. The scasons used in the analysis were 2008 Summer, 2008
’ 7 Shoulder, and 2008 Winter. Table 2 contains the results of pre-Transaction FCI'TC from
. 8 first-tier balancing authority areas to the OG&TL balancing authority area:
9 Pabh 0 P Bransaction BCTTC srom First- Dier Balancing Authority Areas 0 OG&L
. FCITC Summer | Shoulder | Winter
‘ i GRDA 0 OG&I | 331 | 127 355
| PSO 10 OG& L 1393 1269 1800
' ENTR 10 OG&E 97 442 648
\ SWPAWOG&E | 800 | 299 | 532
Westar 1o OG&E 326 165 280
' WFEC 10 OG&E | 409 570 168
! TAECTI0OG&E | 440 | 762 1150
10 o B
s
11 To determine pre-Transaction FCITC into the GRDA balancing authority area. |
’ 12 used the same pre-Transaction scenario discussed above. for the same seasons. The pre-
13 Transaction FCITC analysis was performed for GRDA’s five first-tier balancing
.
14 authority areas to deternine the FCITC into those first-tier balancing authority areas and

' 15 then the FCTTC from those first-tier balancing authority arcas into the GRDA balancing
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authority area. Table 3 contains the results of pre-Transaction FCITC from first-tier

balancing authority areas to the GRIDA balancing authority area:

Fable » #res Transaction FCTEHC Brom Easa=-"Tier Batanema Authorinn Vs o GROD A
FCITC Summer | Shoulder Winter
T AECT to GRDA 258 577 457 |
EDEto GRDA | 258 1 577 239
PSO 10 GRDA 258 577 457
WFEC to GRDA 258 570 457
SWPA1GRDA |, 258 | 285 322
OG&E 0 GRDA | 2358 | 577 a2 |
WHAT DO THESE FCITC RESULTS INDICATE ABOUT TRANSMISSION
CAPABILITY?
The seasonal FCITC results discussed above essentially identify the capability of the

transmission system to move power from one balancing authority area to another., with
the source being the exporting balancing authority areas and the sinks being either OG&E
or GRDA. They do not represent an SIL. but do represent the capability to import trom
one or another balancing authority area into OG&L: or GRDA at any given time.

WHAT DID YOU CALCULATE FOR PRE-TRANSACTION SILS?

Using FCITC values, OG&E then performed an analysis that. consistent with the
Commission’s instructions, aggregates all the first tier balancing authority areas and
treats them as a single exporting entity for purposes of identifving a single SII. value into

cach of the OG&Y and GRDA balancing authority arcas (as well as into first-tier
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N . LI . . - .
balancing authority arcas).” Table 4 below contains the pre-Transaction S1Ls resulting
tfrom treating the first-tier balancing authority arcas as a single exporting entity:

Lable 3 ProsBiamsection SH s Iofe QGG E ard GRD A

' Summer | Shoulder | Winter
' |
SIL into OG&E 137 594 930
|
SII. into GRDA 258 577 1 457
|
i

Q. DO THESE VALUES ACCURATELY REFLECT THE AMOUNT OF SUPPLY

THAT MAY BE IMPORTED INTO THE OG&E. BALANCING AUTHORITY
MARKET AND THAT WOULD BE AVAILABLE TO POTENTIAL
WHOLESALE PURCHASERS IN THIS MARKET?

A In this instance. strict adherence to the Commission’s standard SI1. methodology
produces SII. values that are quite low, and do not reflect the ability of external suppliers
o deliver power to the OG&E balancing authority area market. Although the individual
balancing authority arca-to-balancing authority arca FCITCs into OG&I: are relatively
high (see Table 2 above). when one groups all the first-tier balancing authority arcas
together and considers them as a single exporting entity. the SIL values into the OG&L
balancing authority areas hit their limits in the FCITC analvsis more quickly and the

results are very tow SHL values.

In Appendix L o AL Power Morketing, Inc, 107 FERC Y a1 61.086 (2004), the Commussion described its
preferred methodologys for caleulatng S This methodology specifies that the individual first-tier markets should
be trvated as a single aggeregated arca and that “the import capability of the study arca is the simoltancous franster
Iumt Fromy the aggregated tirsti-tier market area into the study area.”
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The comparison between the FCITC values and the SILL values highlights this
eftect. For example. the FCTTC value from the PSO balancing authority area to the
QG&LE balancing authority arca shown in Table 2 above for the summer period is 1.393
MW. However. when the first-tier balancing authority areas are consohdated into a
single exporting entity. the SIL. value into the OG&FE balancing authority area during the
same period is only 137 MW." Essentially. when all the first-tier balancing authority
areas are trealed as a single exporting entity, the most limiting constraint (/... in this case
the Entergy FCITC) restricts the overall SIL into the OG&E balancing authonty arca.
The SII. determination stops. ¢ven though it 1s possible that substantially more power
could be imported into the OGé&t: balancing authority area from one or more other
sources. such as from the PSO balancing authority area. The result is a SII. that
substantiallv understates import capability into a market from any particular direction.
HOW DID YOU PERFORM YOUR POST-TRANSACTION ANALYSIS?

Using the same models developed for the pre-Transaction analysis. I adjusted the analysis
so that the output trom the Redbud generating facility was transferred to the three
prospective purchasers and into the OG&E and GRDA balancing authority arcas. Based
on the results of the AC Contingency analysis performed and described previously,
OGE&T: assumed that the Redbud facility was fully deliverable to all three prospective
buyers of the facility.

WHAT WERE THE RESULTS OF YOUR POST-TRANSACTION SIL

ANALYSIS?

A similar result applies to the FCITC from ARECHIo OG& L that s, FCITC s higher than the SIL.



1 Al Table 5 below contains a comparison of the pre- and post-Transaction FCITC from first-

2 tier balancing authority arcas to the OG&LE balancing authority area:

3 Fabic & Comparisar af tie e aed Post- Fransaction FCHTC trom Fiest=Tier Balaneimy Authoriy Arcas to QG H
—_
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PRE-TRANSACTION

POST-TRANSACTION

1 Summer | Shoulder | Winter Summer | Shoulder | Winter
GRDA to OG&T. | 331 127 355 600 276 580
E PSO 10 OG&L 1393 1269 1800 1441 1315 1868
[TNTR 10 OG&E 97 442 648 74 416 620
SWPA to (‘)(i&l-‘.—l.':éon 299 532 785 283 818
.
MWastar 0 OG&L 326 165 280 312 158 281
WFEC to OG&E | 409 570 468 409 571 468
1 ALCT0 OG&L: 1430 762 1150 | 404 715 1087

Note that the pre- to post-Transaction FCITC data from GRDA to OG&E evidences a

counterflow cftect resulting from dispatching an additional 280 MW of Redbud from the
OG&E balancing authority arca to the GRDA balancing authority arca. For example. in
the summer. the FCITC from GRDA to OG&E increases from 331 MW pre-Transaction
to 600 MW post-Transaction.” This counterflow effect is not evident in the SILs. Table 6

contains a comparison of the pre- and post-Transaction FCITC from first-tier balancing

authority areas 10 the GRDA balancing authority area:

SPP indormed me that 1ItGRDA has a schedule (NITS or Firm) to deliver energy from Redbud 1o the
GRDA controel area. it is possible 1o counter-sehedule against that schedule (on a firm or non-firm basis).
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Fable v Posi- Transacnon FCITTC oy b ewa- Dier Balicine Authornin Arcas o0 GRIDA

B 1 ~ PRE-TRANSACTION POST-TRANSACTION
! =] Summer EShnuldcr Winter | Summer | Shoulder | Winter |
AECTto GRDA | 258 - 577 : 457 160 409 299 ;
EDE to GRDA 258 577|239 160 409 245
PSOto GRDA | 258 577|457 160 409 299
|
WFEC 1o GRDA | 258 570 457 160 409 ( 299
SWPA to GRDA | 258 285 132 160 271 299
| OG&E to GRDA. 258 5§77 422 160 409 299
o .

Table 7 below contains the results of the post-Transaction S1l. analvsis when one
combines all the first tier balancing authority areas and treats them as a single exporting
entity:

Pable 2o Post-ransoction SH oo OG &L and GRDA

" Summer | Shoulder Winter
[

W — 4

SIL.into OG&E | 106 564 889

SIL into GRDA 160 409 299

WHAT CONCLUSIONS CAN YOU DRAW FROM COMPARING THE PRE-
TRANSACTION AND POST-TRANSACTION ANALYSES?

Whereas Tables 5 and 6 evidence some increased FCITC in the balancing authority arca
by balancing authority area post-Transaction FCITC analysis. the standard Commission
approach to caleulating a single SI1 value into each of the OG&T and GRDA balancing

authority arcas shows SJL reductions after the purchase of the Redbud generating facility
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during 2008 summer. shoulder and winter scasons. Table 8 below contains both the pre-

Transaction and post-Transaction SIL results:

Lable 8 Comparison ol Pre-dransagbon and Post-Trgnsaction N1

PRE-TRANSACTION

POST-TRANSACTION

': | Summer | Shoulder | Winter | Summer | Shoulder | Winter
Sl o OG&L 137 594 930 106 564 889
SI. 10 GRDA | 258 577 457 160 409 299

WHAT ACCOUNTS FOR THESE SIL CHANGES?

The change in the SILs is the combined effect of (1) the additional dispatch of Redbud.
which tends to reduce import capability into OG&L: and (2) the transmission to GRDA
of its portion of Redbud.

WOULD YOU EXPECT THAT FOLLOWING THE COMPLETION OF THE
TRANSACTION THAT ADDITIONAL SUPPLIES BEYOND THE SILs WOULD
BE DELIVERABLE INTO THE OG&E AND GRDA BALANCING AUTHORITY
AREAS?

Yes. As I noted before. the S1ls calculated in my analysis reflect the aggregation of all
of the first-tivr balancing arca markets into a single market. Such analysis produces a
relatively low S11. value because of the impact of hhmiting facilities in the Entergy

balancing authority arca.
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WHAT ADDITIONAL AMOUNT OF IMPORT CAPABILITY DO YOU
BELIEVE IS PRACTICALLY AVIALBLE BEYOND THE RESULTS OF THE
SIL ANALYSIS?

It 1s difficult to say, and | have not modeled it as such. However, at least two sources.
PSO and AECL are individually capable of transmitting substantially more power to the
OG&L balancing authority area than the S11. reflects. [ understand that Ms. Solomon’s
analysis considers this cffect by using both the SILs and the balancing authority area-to-
balancing authority arca FCITC for PSQO as a basis for performing a sensitivity analvses.
This is a reasonable approach and the use of this sensitivity recognizes that that this
FCITC would be available as predicted by this transter analysis.

GRDA SENSITIVITY ANALYSIS.

HAVE YOU PERFORMED ANY OTHER TRANSMISSION ANALYSES?

Yes. At the request of Ms. Solomon. | performed a study of the post-Transaction SIis
into the OG&L and GRDA balancing authority arcas when GRDAs share of the
Redbud’s output over and above the 150 MW existing contract is not dispatched. and
therefore available to the wholesale market in the OG&E balancing authority arca (rather
than being exported 1o the GRDA balancing authority area). This sensitivity analysis is
based on the reasonable assumption that GRDA will impon into its balancing authority
arca only the amount of power needed to meet its Joad and reliability obligations.
currently 150 MW, and t.hal additional imports will take place over time in response to

contingencies and load growth,
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WHAT ARE THE RESULTS OF THIS SENSITIVITY ANALYSIS?
U nder such aésumptions. the post-Transaction S1Ls are increased and. in most cases,
exceed pre-Transaction levels. Table 9 contains the results of this analysis:

Pahte v Post- Dransaction SH < Woithowt Full Transter of GRIIAS Porion o GRIYA

PRE-TRANSACTION POST-TRANSACTION

SEASON Summer | Shoulder Winter Summer | Shoulder Winter

SILto OG&E | 137 | 594 930 149 604 92()
|
L

TSI 1o GRDA | 258 877 457 225 577 496

POTENTIAL MITIGATION PROJECTS.

PLEASE EXPLAIN THE ANALYSIS YOU HAVE PERFORMED REGARDING
POTENTIAL MITIGATION PROJECTS.
Itis my understanding that OG&L. under certain circumstances. is willing to construct
new transmission tacilities that will bring about additional post-Transaction import
capability for the OG&T and GRDA balancing authority markets.
WHAT ARE THE SPECIFIC MITIGATION PROJECTS?
OG&E has identitied three potential upgrades that would increase SILs into both the
OG&L and GRDA balancing authority arcas relative to pre-Transaction levels.

First. OG&L: would re-conductor a 161 kV transmission line that runs between
Entergy's Russellville North and ANQO substations. This upgrade will increase the
transter capability of the existing line, and therefore. the SIL into the OG&E and GRDA

balancing authonty arcas.
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Second. OG&L would upgrade terminal equipment in the ntergy Russeliville
South and Russeliville East substations. These upgrades would increase the transter
capability into the OG&E balancing authority area and thereby increase the Sl into the
OG&E and GRIDA markets in the same manner as the re-conductor project.

Third. OG&FE would upgrade the limiting terminal equipment located in the
Ozark substation in the Van Buren. Arkansas arca of the SWPA transmission system.
Upgrading such terminal equipment (e.g.. by installing or upgrading a switch, breaker.
transformer or wave trap) will increase the capability of a 161 kV transmission line
between the Ozark substation located in Ozark. Arkansas and the Van Buren substation
located in Van Buren. Arkansas. and further increase S1L. into OG&F and GRDA.

HAS OG&E IDENTIFIED THE APPROXIMATE COSTS OF SUCH UPGRADES?
Yes. OG&E approximates that the costs of the projects identified above would be
approximately $17.000.000. The re-conductor would cost approximately $10.000.000.
the Russcllville upgrades would cost approximately $6.400,000. and the terminal
equipment upgrades on the SWPA transmission system would cost approximately
£500.000.

YOU STATED THAT THE SPECIFIC MITIGATION PROJECTS ARE
LOCATED ON THE SWPA AND ENTERGY TRANSMISSION SYSTEMS.
WHAT IS THE PROCESS FOR HAVING THESE PROJECTS CONSTRUCTED?
OG&E would contact the respective owners of the limiting equipment and propose the
upgrade of the facilities. If Entergy and SWPA agreed to undertake the upgrades, OG&I
would reimburse such owners the cost of the upgrades. It is anticipated that the upgrades

could require 27 months to complete.
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. 1 Q. WHAT ARE THE ESTIMATED S1Ls INTO THE OG&E AND GRDA

2 BALANCING AUTHORITY AREAS AFTER THE UPGRADES?
3 A The resulting SILs are shown in Table 9. As shown, the upgrades required to raise the
’ 4 SILs back to At least pre-Transaction Jevels actually result in signiticantly more SIL
5 capability into cach market. As a result, in targeting a return to pre-transaction levels in
6 all seasons. the actual SILs resulting from the transmission upgrades were in excess of
' 7 the pre-Transaction Sls.
8 Jahle 0 Corpadison of Pre- Frimsacton and Post- | ramsaction with_ Lraismission Upgrades S1Ls
PRE-TRANSACTION POST-TRANSACTION
' Summer | Shoulder | Winter | Summer ! Shoulder | Winter
! SIL 10 OG&E | 137 594 630 711 1127 1255
- SIL 1o GRDA 258 577 457 1108 1078 922
L. | ; |
9

10 Q. DOES THIS COMPLETE YOUR TESTIMONY?

11 Al Yes.
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' UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Oklahoma Gas and Electric Company
Redbud Energy P

Docket No. ECO8- -000

L

AFFIDAVIT

County of DkLAHOM &

State of Oklahoma )

S’

I, Philip L. Crissup, being first duly sworn, deposes and say that I am the witncss
identified in the foregoing Prepared Direct Testimony, that | have read the testimony and am
familiar with its contents, and that the facts set forth therein are true and correct to the best of my

knowledge, information, and belief,

Philip L. Cri

SUBSCRIBED AND SWORN to before me on this ___ day of March, 2008.

%&«da/m

Notary Public

My commission expires: W 02/’, K0/0

e ".‘.\"””J'I[/
gNDA 5/,
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. Attachment 4
Proposed Accounting Entries

. OO&E provides below the pro forma accounting entries tor the proposed Transaction,
" The amount used is based on the PSA and reflects OG&T's best present assessment of the
manner in which the Transaction will ultimately be recorded for accounting purposes. To the
- extent necessary, OG&E respecttully requests waiver of the obligation under 18 C.F.R. § 35.5 10
provide accounting entries showing the etfect of the Transaction on OG&E’s income statements
or other relevant financial statements. OG&T will submit proposed final accounting treatment
' within 6 months of the consummation of the Transaction.

Journal Entries to Record Purchase _ Debit Credit

Journal entry #1

Account 102 — Eleciric Plant Purchased or Sold $435.000.000

Account 131 - - Cash $435.000.000
Ter record cush pavment for Redbud faciline i accordunce with CFR 18, Part 101, Eleciric Plunr
Instruction 34 and FERC order Docker No, ECOS-YAX) issned

Jovrnal entry #2

Account 101 — Uulity Plant $338.000.000
Account 101 — Land 1.000.000
Account 102 — Electric Plant Purchased or Sold 53.000.000
Account 102 — Electric Plant Purchased or Sold $339.000.000
Account 108 — Accumulated Depreciation 53.000.000

To record the origimal cost of Redbud facilin: and vccumulated depreciation in accordance with CFR 18,
Purt 101, Electric Plant Inseruction 3 B(1y und (2) and FERC order (Docket Neo. ECO8-XANX) issued

lournal kntries to Clear Account 102 - Debit Credit

Journal entry #3

Account 114 — Flectric Plant Acquisition Adjustment $149.000.000

Account 102 — Electric Plant Purchased or Sold $149.000.000
To record the plunt acquisivion adjustment for Redbud faclinG in accordance with CER 18, Parr i,
Flectric Plant Insiruction 3 Bidy and FERC order (Docket No. ECO8-XX X7 issued
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"
. UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION
)
Oklahoma Gas and Electric Company ) Docket No. ECO8- -000
. Redbud Energy LP )
)
VERIFICATION

J County ol'_&_&j\m_ )

)
State of Q4R L e )

Jesse B. Langston, being duly sworn, deposes and says: That he is Vice President of
Uality Commercial Operations at Oklahoma Gas and Electric Company; that he has read said
Application: and that to the best of his knowledge, information, and belief, all of the statements
contained theremn pertaining to Oklahoma Gas ang Electric Company P—lrue and correct.

;J»c,& Aa»\,fw

sse . Ldngslon

SUBSCRIBED AND SWORN to before me on this  day of March, 2008.

K 4

:\-'(_)lury Pyblic

My commission expires:  OD5-22 -08

“\\II -lrlu,u

S4
Us €%

: Q. o
s 000G, TollAE
.'. lU‘ XE ‘)‘.“404 o =
R NORRLS =
o Nang "o T
A I S
2% Copof oS0

% 40"--..3‘“ oKL
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UNITED STATES OF AMERICA

BEFORE THE
. FEDERAL ENERGY REGULATORY COMMISSION
)
, Oklahoma Gas and Electric Company ) Docket No, EC08-
Redbud Energy LP )
)
'
YERIFICATION
'
—Goumrrof izl Aaiuune )
)
d Stateof )

Robert J. Janssen, being duly swom, deposes and says: That he is President of Redbud

Energy, LP (*Redbud”), that he has read said Application; and that to the best of his knowledge,

' information, and belicf, all of the statements contained therein pertaining to Redbud are true and

correct.

Notary Public

My commission expires:

Notary Pubilc District of Columbia
My Commission Expires Cctober 15, 2008

=th
SUBSCRIBED AND SWORN to before me on this {1 day of Marcia |, 2008.

DSMDB-2411440v01
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. UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION
, )
Oklahoma Gas and Electric Company ) Docket No. ECO8- -000
. Redbud Energy LP )
)
}
PROTECTIVE ORDER
g (Issued )
4 1. This Protective Order shall govern the use ot all Protected Materials produced by, or on
behalf of. any Participant. Notwithstanding any order terminating this proceeding, this
: Protective Order sha'l remain in effect until specifically modified or terminated by the Presiding
y Administrattve Law Judge (“Presiding hudge™) or the Federal Energy Regulatory Commission
(*Commission™).
d 2. This Protective Order applies to the following two catcgories of materials: (A) A

Participant may designate as protected those materials which customarily are treated by that
Participant as sensitive or proprietary, which are not available to the public. and which.if
' disclosed freely, would subject that Participant or its customers to risk of competitive
disadvantage or other business injury: and (B} A Participant shall designate as protected those
materials which contain critical energy infrastructure information. as defined in 18 C.F.R. §
38R.113(c) D) (Critical Energy Infrastructure Information™).

3. Definitions - For purposes of this Order:

(a) The term “Participant™ shall mean a Participant as defined in 18 C.F.R. § 38
5.102(b).

(b) (i) The term “Protected Materials™ means (A) materials (including
depositions) provided by a Participant in response to discovery requests and designated by such
Participant as protected: (B) any information contained in or obtained from such designated
materials; (C) any other materials which are made subject to this Protective Order by the
Presiding Judge. by the Commission, by any court or other body having appropriate authority. or
by agreement of the Participants: (D) notes of Protected Matenals: and (E) copies of Protected
Materials. The Participant producing the Protected Matcerials shall physically mark them on cach
page as "PROTECTED MATERIALS™ or with words of similar import as long as the term
“Protected Materials™ is included in that designation to indicate that they are Protected Materials.
It the Protected Materials contain Critical Energy Infrastructure Information, the Participant
producing such information shall additionally mark on each page containing such information
the words “Contains Critical Encerey Infrastructure Information - Do Not Release™.
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. (11) The term “Notes of Protected Materials™ means memoranda. handwritten
notes. or any other form of information (including electronic form) which copies or discloses
materials described in Paragraph 3(b)(1). Notes of Protected Materials arc subject to the same

- restrictions provided in this order tfor Protected Materials except as specifically provided in this
order.

. (1ii)  Protected Materials shall not include (A) any information or document

contained in the files of the Commission. or any other federal or state agency. or any federal or
state court. unless the information or document has been determined to be protected by such

1 agency or court, or (B) information that is public knowledge, or which becomes public
knowledge. other than through disclosure in violation of this Protective Order, or (C) any
information or document labeled as “Non Internct Public™ by a Participant, in accordance with

] Paragraph 30 of FEERC Order No. 630. FERC Stat. & Reg. § 31.140. Protected Materials do
include any information or document contained in the tiles of the Commission that has been
designated as Critical Energy Infrastructure Information.

(¢) The term “Non-Disclosure Certificate”™ shall mean the certificate annexed hereto
by which Participants who have been granted access to Protected Materials shall certify their
' understanding that such access to Protected Materials is provided pursuant to the terms and
restrictions of this Protective Order. and that such Participants have read the Protective Order
and agree to be bound by it. All Non-Disclosure Certificates shall be served on all parties on the

' official service hist maintained by the Secretary in this proceeding.
{d) The term “Reviewing Representative™ shall mean a person who has signed a Non-
' Disclosure Certificate and who is:
(1) Commission Trial Staff designated as such in this proceeding:

(1) anattorney who has made an appearance in this proceeding for a
Participant:

(in)  attorneys. paralegals, and other employees associated for purposes of this
case with an attorney described in Subparagraph (2);

(V) anexpert or an employee of an expert retained by a Participant for the
purpose of advising. preparing for or testitying in this proceeding:

(V) a person designated as a Reviewing Representative by order of the
Presiding Judge or the Commission: or

{(vi)  emplovees or other representatives of Participants appearing in this
proceeding with significant responsibilfity tor this docket.

4. Protected Matenials shall be made available under the terms of this Protective Order only
to Participants and only through their Reviewing Representatives as provided in Paragraphs 7-9.

s Protected Materials shall remain available 1o Participants until the later of the date that an
order terminating this proceeding becomes no Jonger subject 1o judicial review. or the date that
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. any other Commission proceeding relating to the Protected Material is concluded and no longer
subject to Judicial review. 11 requested to do so in writing after that date. the Participants shall,
within fifteen days ot such request, return the Protected Maternials (excluding Notes of Protected

. Materials) to the Participant that produced them. or shall destroy the materials, except that copies

of filings. ofticial transcripts and exhibits in this proceeding that contain Protected Materials, and

Notes of Protected Matcrial may be retained. i they are maintained in accordance with

. Paragraph 6. below. Within such time period each Participant, if requested to do so. shall also
submit to the producing Participant an affidavit stating that. to the best of its knowledge. all
Protected Materials and all Notes of Protected Materials have been returned or have been

. destroyved or will be maintained in accordance with Paragraph 6. To the extent Protected

Materials are not returned or destroyed. they shall remain subject te the Protective Order.

. 6. All Protected Materials shall be maintained by the Participant in a secure place. Access
10 those materials shall be limited to those Reviewing Representatives specitically authorized
pursuant to Paragraphs 8-9. The Sccrctary shall place any Protected Materials filed with the

. Commission in a non-public file. By placing such documents in a non-public file. the
Commission is not making a determination of any claim of privilege. The Commission retains
the right to make determinations regarding any claim of privilege and the discretion to release

. information necessary 1o carry out its jurisdictional responsibilities. For documents submitted 10
Commission Trial Staff (~Staft™)., St shall follow the notification procedures of 18 C.F.R. §
388.112 betore making public any Protected Materials. .

7. Protected Maierials shall be treated as confidential by each Participant and by the
Reviewing Representative in accordance with the certificate executed pursuant to Paragraph 9.

. Protected Materials shall not be used except as necessary for the conduct of this proceeding. nor
shall they be disclosed in any manner 1o any person except a Reviewing Representative who is
engaged in the conduct of this proceeding and who needs to know the information in order to

' carry out that person’s responsibilities in this proceeding. Reviewing Representatives may make
copies of Protected Materials. but such copies become Protected Materials. Reviewing
Representatives may make notes of Protected Materials, which shall be treated as Notes of

' Protected Materials if they disclose the contents of Protected Materials,

8. (a) If'a Reviewing Representative’s scope of employment includes the marketing of
energy. the direct supervision of any emplovee or emplovees whose duties include the marketing
of energy. the provision of consulting services to any person whose duties include the marketing
of energy. or the direct supervision of any employvee or employvees whose duties include the
marketing of energy. such Reviewing Representative may not use information contained in any
Protected Materials obtained through this proceeding to give any Participant or any competitor of
any Participant a commercial advantage.

(b) In the event that a Participant wishes to designate as a Reviewing Representative
a person not described in Paragraph 3(d) above. the Participant shall seek agreement from the
Participant providing the Protected Materials. 1t an agreement is reached that person shall be a
Reviewing Representative pursuant to Paragraphs 3(d) above with respect to those materials, 1
no agreement is reached. the Participant shall submit the disputed designation to the Presiding
Judge for resolution.,

'l
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. 9. (a) A Reviewing Represemtative shall not be permitted to inspect, participate in
discussions regarding. or otherwise be permitted access to Protected Materials pursuant to this
Protective Order unless that Reviewing Representative has first executed a Non-Disclosure

- Certificate: provided that it an attorney qualified as a Reviewing Representative has executed
such a certificate, the paralepals. seeretarial and clerical personnel under the attorney's
instruction, supervision or control need not do so. A copy of each Non-Disclosure Certificate

. shall be provided to counsel for the Participant asserting confidentiality prior to disclosure of any
Protected Material to-that Reviewing Representative.

. (b)  Attomeys qualificd as Reviewing Representatives are responsible for ensuring
that persons under their supervision or control comply with this order.

. 10. Any Reviewing Representative may disclose Protected Materials to any other Reviewing
Representative as long as the disclosing Reviewing Representative and the receiving Reviewing
Representative both have exccuted a Non-Disclosure Certificate. In the event that any

] Reviewing Representative to whom the Protected Materials are disclosed ceases to be engaged in
these proceedings. or is.emploved or retained for a position whose occupant is not qualified to be
a Reviewing Representative under Paragraph 3(d). access to Protected Materials by that person

' shall be terminated. Lven if no longer engaged in this proceeding, every person who has
executed a Non-Disclosure Certificate shall continue to be bound by the provisions of this
Protective Order and the certification,

'
1. Subject to Paragraph 17, the Presiding Administrative Law Judge shall resolve any
disputes arising under this Protective Order. Prior to presenting any dispute under this Protective
] Order 1o the Presiding Administrative Law Judge. the parties to the dispute shall use their best

efforts to resolve it Any participant that contests the designation of materials as protected shallt
notify the party that provided the protected materials by specitving in writing the materials the

' designation of which is contested. This Protective Order shall automatically cease to apply to
such materials five (5) business days after the notification is made unless the designator. within
said 5-day period. files a motion with the Presiding Administrative Law Judge. with supporting

' affidavits. demonstrating that the materials should continue to be protected. In any challenge to
the designation of materials as protected, the burden of proof shall be on the participant secking
protection. 1t the Presiding Administrative Law Judge finds that the materials at issue are not
entitled to protection. the procedures of Paragraph 17 shall apply. The procedures described
above shall not apply to protected materials designated by a Participant as Critical Energy
Infrastructure Information. Materials so designated shall remain protected and subject to the
provisions of this Protective Order. unless a Participant requests and obtains a determination
from the Commuission’s Critical Energy Intrastructure Information Coordinator that such
materials need not remain protected.

12, All copies of all documents reflecting Protected Materials. including the portion of the
heanng testimony. exhibits. transcripts. briefs and other documents which refer to Protected
Matenals, shall be filed and served in sealed envelopes or other appropriate containers endorsed
(0 the effect that they are sealed pursuant to this Protective Order. Such documents shali be
marked "PROTECTED MATERIALS™ and shall be filed under seal and served under seal upon
the Presiding Judge and all Reviewing Representatives who are on the service list. Such
documents containing Critical Enerpy Infrastructure Information shall be additionally marked
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“Contains Critical Energy Intrastructure Information — Do Not Release™. For anyvthing tiled

under seal. redacted versions or, where an entire document is protected. a letter indicating such.

will also be filed with the Commission and served on all parties on the service list and the

. Presiding Judge. Counsel for the producing Participant shall provide to all Participants who

, request the same, a list of Reviewing Representatives who are entitled to receive such material.
Counsel shall take all reasonable precautions necessary 1o assure that Protected Matenals are not

. distributed to unauthorized persons.

13. If any Participant desires to include. utilize or refer to any Protected Matenials or

. information derived therefrom in testimony or exhibits during the hearing in these proceedings in
such a manner that might require disclosure of such material to persons other than reviewing
representatives. such participant shall first notity both counsel for the disclosing participant and

' the Presiding Judge of such desire. identifving with particulanty cach of the Protected Materials.
Thercafier. use of such Protected Material will be governed by procedures determined by the
Presiding Judge.

14.  Nothing in this Protective Order shall be construed as precluding any Participant from
objecting to the use ot Protected Materials onany legal prounds.

15.  Nothing in this Protective Order shall preclude any Participant from requesting the
Presiding Judge. the Commission. or any other body having appropriate authority. to find that

' this Protective Order should not apply to all or any materials previously designated as Protected
Materials pursuant to this Protective Order. ‘The Presiding Judge may alter or amend this
Protective Order as circumstances warrant at any time during the course of this proceeding.

16. Each panty governed by this Protective Order has the right to seck changes in it as
appropriate from the Presiding Judge or the Commission.

17.  All Protected Materials filed with the Commission. the Presiding Judge. or any other
judicial or administrative body. in suppert of. or as a part of. a motion. other pleading. briet, or
other document. shall be filed and served in scaled envelopes or other appropriate containers
bearing prominent markings indicating that the contents include Protected Maternials subject to
this Protective Order. Such documents containing Critical Energy Infrastructure Information
shall be additionally marked “Contains Cnitical Energy Infrastructure Information - Do Not
Release.”™

18. It the Presiding Judge finds at any time in the course of this proceeding that all or part of
the Protected Materials need not be protected. those materials shall. nevertheless. be subject to
the protection afforded by this Protective Order for three (3) business days trom the date of
issuance of the Presiding Judge’s determination. and if the Participant seeking protection fites an
interlocutory appeal or requests that the issue be certified to the Commission, for an additional
seven {7) business days. None of the Participants waives its rights to seck additional
administrative or judicial remedies after the Presiding Judge’s decision respecting Protected
Materials or Reviewing Representatives, or the Commission’s denial of any appeal thercof. The
provisions of 18 C.F.R. §§ 388.112 and 388.113 shall apply to any requests under the Freedom
of Information Act (5 U.S.C. § 552 tor Protected Materials in the files of the Commission,



'0080324-0014 FERC PDF (Unofficial) 03/20/2008

19. Nothing in this Protective Order shall be deemed to preclude any Participant from
independently secking through discovery in any other administrative or judicial proceeding
information or materials produced in this proceeding under this Protective Order.

20, None of the Participants waives the right to pursue any other legal or equitable remedies
that may be available in the event of actual or anticipated disclosure of Protected Materials.

21 The contents of Protected Materials or any other form of information that copies or
discloses Protected Materials shall not be disclosed to anyone other than in accordance with this

. Protective Order and shall be used only in connection with this (these) proceeding(s). Any
violation of this Protective Order and of any Non-Disclosure Certificate executed hereunder shall
constitute a violation ot an order of the Commission.

Presiding Administrative Law Judge
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