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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 I ("FPA") and Part 33 of the Federal 

Energy Regulatory Commission's ("FERC" or the "Commission") regulations, 2 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 thereafter 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 

completion of the Transaction. OG&E, GRDA, and OMPA will own undivided interests in the 

Facility of Sl percent, 13 percent, and 36 percent, respectively. 

I 

41D 

' 16 U.S.C. § 824b (20(}6). 

2 18 C.F.R. Part 33 (2007). 
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The Transaction satisfies fully the standards set forth in the Commission's Merge Policy 

Statement 3 and Order No. 6424 and should be approved. The Transaction will have no adverse 

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

transmission rates, and no adverse effect on federal or state regulation. Moreover, as required by 

the Energy Policy Act of20055 ("EPAct of 2005") and Order No. 669, 6 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. 

4 1  

ill 

"~ Inquicy Concerning the Commission's Merger Policy Under the Federal Pawer Act: Policy Statement, 
Order  No. 592, FERC Slats. & Rcgs. ¶ 31,044 (1996), on reconsideratian, Order No. 592-A. 79 FERC ¶ 61,32 I 
0997) ("Merger Policy Statement"). 

4 Revised Filing Requirement Under Part 33 of the Commission's Regulations, Order No. 642, 93 FERC ¶ 
3 I, I ] I (2000) ("Order No. 642"), reh'g denied, Order No. 642-A, 94 FERC ¶ 61289 (200]) ("Order No. 642-A"). 

s Pub. L. No. 109-58 § 1253. I ]9 Slat. 594 (2005). 

6 Trons'uc'Hons Subject la FPA Section 203. Order No. 669, FERC Slats. & Regs. ¶ 31,200 (2005) ("Order No. 
669"). on reh 'g. Order No. 669-A, FERC Slats. & Rcgs. ¶ 31.214 (2006) ("Order No. 669-A'), on reh 'g and 
cl,,r(/iralion. Order No. 669-B, FERC Stats. & Regs. ¶ 31,22.~ (2006). ("Order No. 669-B'). 
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1. INTRODUCTION. 

The acquisition of  the Redbud Facility by OG&E, GRDA ~, and OMPA s 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 borne 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 recenL 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 

construct and operate a 950 MW high-efficiency, coal-fired generating facility to be located in 

II 

all 

ml 

7 GRDA is an agency of the state of Oklahoma, created by the Oklahoma Legislature in ! 935 to be a 
"conservation and reclamation district for the waters of the Grand River." GRDA operates three hydroeiecUic 
facilities along the Grand River system and certain coal-f,'ed 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. 

n OMPA is an agency of  the State of  Oklahoma, created pursuant to the Oklahoma Municipal Power 
Authority Act o f  ]98 I. OMPA is authorized by statute to jointly plan, f'manee, 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 to four cities in Kansas. The coincident peak demand oral] 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. I (Coal, 80 MW); Dolel Hills No. I 
(Lignhe. 25 MW): Pirkey No. I {Lignite, 16 MW); and McClain (Combined Cycle Natural Gas, I I0 MW). OMPA 
meets the remainder of its power needs through purchases from utilities and through contractual entitlements to the 
output ofapproximalely 75 MW of generating capacity operated by five OMPA members. 

'A AI-21~h756gt 8 
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Red Rock, Oklahoma (the "Red Rock" facility) to 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 Kelsen Holdings agreed to discuss the sale of the Facility separately from the 

rest ofthe generation assets. Subsequem]y, 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 CLangston Testimony"), the Transaction offers significant benefits to 

OG&E, GRDA, OMPA and their customers. Specifically: 

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

• The acquisition of  the Redbud Facility will enhance reliability. The plant is a 
relatively new, highly reliable facility comprised of four units in a " 4 x l x l x l "  
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 ofthe 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 

V,'Al-2~7~6gvg 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; 

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 acqulsition of the Facility will complement new investment in wind resources. 

If 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, lf 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 

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, 9 Westar, u° Duke, I° Entergy Arkansas, u2 and Emergy Gulf 

States u 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 ofth¢ 

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. 

¢ Nevado Power Compa~., I 13 FERC ¶ 61,265 (2005). 

oo WestarF~erg),lnc., l l5 FERC¶61,228(2006),reh'g, l ]7  FERC q[61,01| (2006),feb'g, 118 FERC 
¶ 61,237 (2007). 

I J Duke Power Company. LLC. I 17 FERC ¶ 62,094 (2006). 

'~" Ouachito PeJwer. LLC.. 122 FERC ¶ 62,071 (2008). 

'~ EnterD'G,dfSlaw.~. Inc'.. 121 VERC ¶ 61.182 (2007). 

4 m  
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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 o f  the SPP Energy Imbalance Services ("EIS') market, which is available to 
meet customers' real-time energy needs; 

• OG&E is required to credit 80 percent to 1 O0 percent of  the profits of off-system sales 
and must, 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. 

I l l  

g 

m 

411 

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, 

0nodification. or trial-type hearing. 

WAI-286756gvg 6 
all 
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II. 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  OGE 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, rm'al 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 ("OATY"). 

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. 14 OG&E has blanket markel-based rate authority 

for sales in directly interconnected first-tier balancing authority areas, jS On July 25, 2006, 

OG&E submitted revisions to its markel-based rale tarifflo be able to sell energy imbalance 

service into the SPP EIS market at market-based rates. 16 

I 

a 

I l l  

14 Oklahoma Gas and Electric Company. I 14 FERC ¶ 61,297 (2006). 

15 Id 

i~. .¢;ee Oklahoma Gas and El,,cvric ('ompam. ", Docket Nos. ER98-511-008 and ER97-4345-020 (July 25, 
2006). The Commission has not yet acted on this filing. 

~AI-2K67568V8 
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OG&E has two principal affiliates relevant to this Application. First, Enogex Inc. 

("Enogex"), a wholly-owned subsidiary of OGE Energy, is engaged in the gathering, processing, 

, 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 

Oklahoma. Enogex is subject to regulation by the Commission pursuant to Section 311 of the 

Natural Gas Policy Act)  7 

Second, OGE Energy Resources, Inc. ("OERi"), a wholly-owned subsidiary of OGE 

Energy, markets energy products, including natural gas and electr/c 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 1o wholesale sales within OG&E's balancing 

authority area. J s 

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. I~ 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 Redhud Energy 1, LLC, 

Redbud Energy !1, LLC, and Redbud Energy II1, LLC, each a Delaware limited liability 

r~ 15 U.S.C. § 3371 (2000). 

os Oklahoma Gas and Electric Company, 114 FERC ¶ 61 o297 (2006). 

f~ See Redbud En~rg~' LP~ ~ 7  FERC ¶ 6 ~ ~ (2~4 )  (gran~in~ EWG sta~us); Redbud Energ)~ LP~ D~ke t  
Nos. ER01 - I 011-000, et al., (Mar. 29, 2001 ) ( unpublished letter order) (authorizing m a r k e t ~  rates); Redbud 
Ener~, LP. I 11 FERC ¶ 61.397 (2005) (accepting triennial market analysis filing), Cottonwood Energy Co. LP. 
Docket Nos. ER01-642-007. ,,t al. (May 3. 2007) (unpublished letter order) (accepting triennial market analysis 
filing). 

o 

WAI-286756KvK 8 
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company and an indirecL wholly-owned subsidiary of Kelson Holdings. 2° Harbinger Capital 

Partners Master Funcl I, Ltd. ("Harbinger Capital") owns a two-thirds interest in Kelson Holdings; 

the remaining one-third interest is owned by Harbinger Capital Parmers Special Situations Fund, 

LP ("Special Situations Fund," and together with Harbinger Capital, "Harbinger"). 2| 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 debt securities of entities owning generation assets. The Commission has 

granted Redbud Energy and the other public utility subsidiaries of Kelson Holdings blanket 

authorization under FPA Section 203 for the transfer of up to 45 percent of Kelson Holdings' 

voting securities pursuant to a private placement. 22 As ofthe date of this filing, no such transfer 

has occurred. 

Iii. 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 ofa GE 

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

2o In addhion to 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 nmuml gas-fired, 
combined-cycle electric generating facility located in the town of Deweyville in Newton CounPd, 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 Aquila, Inc./Missouri Public Service transmission system; and (c) Magnolia Energf 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. 

21 Harbinger also invests in the securities ofother 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 Harblnger's approximately 21 percent interest in the common 
stock of Calpine Corporation ("Calpine"). 

:" Collorp4'oodEner~l'Componl.; LP. 121 FERC ¶ 61,184 (2007). 

o 
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turbine. The Facility 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. 23 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. 24 

B. Purchasers '  Need for Additional Generation Capacity. 

Each of  the jointpurchasers 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 

thereaiter. 25 GRDA and OMPA also are capacity short and will be required Io rely on purchase 

power agreements to meet progressively greater portions oflheir 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. 26 

g 

a '  

G 

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

24 After consummation ofthe 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 tariffand assume Redbud's existing 
interconnection agreement with OG&E. 

2~ See Langston Testimony at 4. 

'" ,S'ce Solomon Affldavh at 23-24. 

g 
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As a result o r r i s  capacity deficit, the joint purchasers currently rely on PPAs - including 

agreements to purchase Capacity from the Facility - to meet their load obligations. OG&E has 

contracted for a 300 MW purchase fi'om 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. 27 

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). 28 Absent the construction or acquisition of  

additional generation resources, the joint purchasers would be increasingly relianl 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, Oklahoma. ~ Subject to regulatory approvals, 

construction of  the Red 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. 3° Following this decision, OG&E re-focused its 

i 

See Lansston Testimony at 6. 

See Solomon Affidavit at 23-24. 

See Langslon Testimony at 4.  

"=" In The Matler Of The Appliceticm Of oIdahoma Gas And Electric C,mpany For An Order Of  The 
( "~Jmmisswn Granting Pre-Approval 7", ('tmstruct Red Rock Generating Facilio' And Aulhorixmg A Recovery Rider, 
2007 Okla. PUC I.EXIS 249 (Oct. I I, 2007). 
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resource planning toward gas-fired generation, together with its continuing commitment to wind- 

powered generation and demand-side management) j 
i 

, 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 Holdings' decision to sell the Redbud Facility 

presented a unique, one-time opportunity for OG&E and its parlners to acquire such capacity and 

to lock-in value for their customers. 3z 

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 II, LLC, and Redbud Energy 111, 

LLC pursuant to the terms and conditions oftbe Purchase and Sale Agreement, dated January 21. 

2008 ("PSA"). 33 Immediately thereafter, 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'). u Following implementation of the Transaction, 

OG&E, OMPA, and GRDA will own the Facility as tenants-in-common in percentages of Sl 

percent, 13 percent, and 36 percent, respectively. These ownership percentages entitle OG&E, 

8J' 

e s  

i 

IBm 

] l  

32 

31 

See Langston Testimony at 5. 

Id. at S-9. 

A copy ofthe PSA is included with this Application as Exhibit I (A). 

A copy of  the APA is included with this Application as Exhibh I (B). 

~Ai .2~x , .~  12 
i 
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GRDA, and OMPA to 15roponionate shares of the Facility's capacity, giving them rights to 

approximately 610 MW,'155 MW, and 430 MW, respectively. 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 of  its share of the Facility's output to its network load or to any other 

poim(s) of delivery, including the costs of any new facilities that may be required to be 

constructed to satisfy ari owner's request for transmission service. Moreover, each owner is 

required to enter into individual fuel supply arrangemems, although they may authorize an 

operations manager, or an agent, to purchase fuel for an individual owner's account. 

D. T h e  Transact ion  Creates Significant C u s t o m e r  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 

"~'~ The Commission has trod hionally treatod similas mulli-pan transactions as a single transaction for p ~ s  
of FPA Section 203 review, allowing applicants to demonstrate that the transaction, taken a as a whole, is consistent 
w/th the public interest..fee, e.g., DTE Energy Services, Inc., 120 FERC 1 62,040 at 64,203 (2007); Rowan County 
Power. LLC, 116 FERC ¶ 62,091 at 62,298 (2006); Zeelond Power Company., LLC, 120 FERC 1 62,209 (2007). 

On March 23, 2007, Rodbud Energy entered into an Energy Management Agreement ("EMA") with 
WeUar Energy Inc. CWes~r") for Weslar to provide Redbod fuel procurement, energy sales, risk management, and 
~nlemant services. Pursuant to this EMA. Westar, acting as marketing agent for Redbud, entered into a PPA with 
( 3G&E under which OG&E purchased 300 MW from the Rodbud Facility for the summer period of 2008 and 2009. 
]'he same arrangements were used with regard to the GRDA and OMPA contracts. 

~ ̂ l-2~7.~svs 13 
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acquisition of  the Facility, OG&E is expected to be sbon 424 MW of  the capacity needed to 

meet its load and reserve obligations in 2010, and this capacity deficit will increase to 731 MW 

, by 2013, with OG&E's load expected to increase by approximately 100 MW annually 

thereafter, n Similarly, without purchase ofthe Redbud Facility, GRDA and OMPA arc 

expected to be capacity short by 282 MW and 157 MW, respectively, in 2010, and this deficit Js 

projected to be 350 MW and 140 MW, respectively, by 2012. 38 

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 

" l x l ~ l "  configuration that allows the plant to operate any and all units as needed. 39 Further, the 

Facility has an excellent operating hislory and has not experienced any significant operational or 

maintenance issues. 4° The plant's location near OG&E's Oklahoma City load center also 

promoles system reliability by limiting the risks of  transmission outages to load in that region. 4a 

Third, the Transaction provides for tbe joint purchasers to acquire new capacity at 

reasonable cost. OG&E, GRDA, and OMPA agreed Io acquire the Facility following a 

competitive sales process conducted by Goldman Sachs, Inc. on behalfof Keison Holdings and a 

period of  vigorous negotiations among the pmlies. 42 The Transaction enabies 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. 43 In 

~7 ,Tee Langston Testimony at 4. 

See Solomon Affidavit at 2.3-24. 

See Langston Testimony at 10. 
~o See id 

41 See id. 

4: See id al 6. 

4: See id. at I ,. 

41B 
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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 bean made. ~ 

Fourth, thc acquisition of  the Facility will lower costs and will protect the joint 

purchasers (and their customers) from risks of  future cost increases. 4s The Facility is a relatively 

new generation facility and significantly more efficient that many of  OG&E's existing natural 

gas-fired peaking plants. 46 As a result, the Facility is expected to be dispatcbed ahead ofless 

efficient units, thereby lowering operating costs. 47 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. 4s' The Transaction also protects the joint purehasers (und their customers) 

from volatile wholesale markets and from cost increases under future PPAs. 

Fifth, the addition ofthe 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. '9 

The Facility's 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 resourecs, s° 

ell  

See id at 13. 

'~ Seeidatl3. 

"~" See id at 12. 

" Seeidat 12-13. 

~" S e e  id. at 13. 

"~'" S e e  id.  at 14. 

"~' S e e  id.. 

m 
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IV. THE TRANSACTION IS CONSISTENT WITH THE PUBLIC INTEREST. 

FPA Section 203(a), as amended by EPAet of  2005, provides that the Commission will 

, approve a proposed transaction if it finds that the transaction will be "consistent with the public 

interest "st 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 

regulation. 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. 53 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. 54 

I. 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 

~l 16 U.S.C. § 824b(aX4) (2000 Supp. V). 

"~ See Merger Policy Statement at 30, l 16-121; see o/so 18 C.F,R. § 2.2~b). 

~ See 18 C.F.R. § 33.2(j). 

• ~ On March 7, 2008, the Federal Trade Commission (~FTC") granted early termination of  the waiting period 
under the Han-Scon-Rodino Antitrust Improvement Act. Such nolification indicates that neither the FTC nor the 
I)epanment of  Justice intend to 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 ate not reflective of the actual conditions in the 

relevant markets, as shown 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 results 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 Iransmission upgrades that would mitigate fully any potential adverse competitive 

effects. These specific projects, 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 HerfindahI-Hirschman Index ("HHI") levels to levels equal to (or in 

some cases less than) the pre-Transaction HHI levels, s'~ 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 Tcslimony at 27;  Solomon Affidavit at 35. 

~,'AI-286756Rv8 17 
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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 
failures in the narrow OG&E and GRDA balancing authority 

, area markets. 

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

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-l. 

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 ofthe 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 obligation to 

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. ~6 

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

or groups of geographic markets. 

41' 

I 

411 

See Duke Power Company LLC, 117 FERC ¶ 62.094 (2006); Nevada Power Company et al., 113 FERC ¶ 
610.65 (2005); Westar Energy Inc., I 15 FERC 1 6 |,228 (2006), eeh 'g, I 17 FERC 1 61.011 (2006), reh'g, I 18 FEP, C 
1 61,237 (2007); Aquila, Inc.. 117 FERC ¶ 61,276 (2006), National Gridplc, l ]7 FERC 1 61,080 (2006); Great 
Plains Energ~v Incorporated, 121 FERC 1 61,069 (2007); Emergy Gulf States, Inc.. 121 FERC 1 6 l, 182 (2007); 
Entergy Arkansas, Inc., | 22 FERC 1 62,071 (2008). While SPP has been a Commission-approved Regional 
Transmission Organization ("RTO") since October I, 2004, and has established a real-time market with 
( ommission approved market monitoring provisions (.e~uthwest Power Pool. Inc'., 109 FERC ¶ 61,009 (2004) 
¢"RTO Order'), order on reh 'g. I I 0 FERC ¶ 6 I. 137 (200.~)), parties throughout the $ PP footprint continue to have 
individual load and reliability obligations. 

WAI-2K~7~68v~ J 
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i. SPP Market. 

Ms. Solomon initially examined the effect of the Transaction in the SPP market, s7 There 

is about 47,000 MW of generating capacity in the footprint of the SPP EIS market, ss More than 

8,000 MW of  this capacity 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. Given the amount of  third-party generation located in and around the SPP 

market, Ms. Solomon ~:onciudes that there is sufficient rival generation to serve any demand in 

the OG&E or GRDA balancing authority areas. 59 

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 

i 

glt 

a 

m 

d 

g 

~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 a number of merger filings. See Order No. 642, ¶ 31,3 ] ] at 31,844-5 (citing 
Atlantic City Electric Compony and De./marva Power & Light Company, 80 FERC ¶ 6],126 (1997)); Consolidated 
Edison Co., Inc. and Northeast Utilities 91 FERC 1 6 ],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 a~es 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 ofthe SPP EIS market as 
sufficient to allow parties to sell into the EIS market at market-based rates. Stmthwes! Power Pool, Inc., 114 FERC 
¶ 61.289 (2006). 

~t The real-time EIS market began in February 2007, and is based on a least cost bid.based security 
constrained economic dispatch and Iocational imbalance pricing system. This is equivalent to Iocational marginal 
pricing in markets administered by other RTOs. The SPP EIS market provides resources the opportunity either to 
make themselves available for dispatch by SPP's market systems or to self-dispatch to serve scheduled transactions 
or native load, SPP s~affand stakeholders are in the process ofdeveioping and evaluating a comprehensive market 
services design for the region, which is expected to provide additional SPP markets for ancillary services, day-ahead 
unit commitment and day-aheed energy. In addition, SPP has a market monitor in place and its Market Monitoring 
Unit has conducted a variety of reviews of competitive conditions in the $PP region, including reviews of the EIS 
market. 

~ See  Solon)on A m d a v i t  at 27. 

AI-2867568v8 ] 9 
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market footprint, s~ The market is unconcentrated to moderately concentrated and the HHI 

changes are negative for AEC and only slightly positive of EC. 61 

, 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. 62 The EC and AEC measures are passed in all first-tier balancing authority area 

markets. 63 

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 scasonal SILs that are well below the first contingency incremental transfer 

capability ("FCI'IC") 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 ofthe 

Transaction. 

i 

g 

I 

~o See id 

61 See id. at 3 I. The  Redbud Facility is not  economic  in the off-peak periods, and, m a ~su l t ,  the HHI 
changes in those periods are zero.  

o: See  id. at 34. 

~: See id 

AI.2K67568~ ~ 2 0  
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Base Case. Ms. . Solomon's base case analysis of  the OG&E balancing authority area 

market takes into accounl 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. ~ lter 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 anconcentrated (in the winter and shoulder peak 

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

from the Transaction range from very negative (when Kclson Holdings' prc-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). 65 

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 interpr~ 

and poor indicators of  the actual impact o f  the Transaction on competition, b6 (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 balancing authority area once it is designated as a network 

resource, such that the post-Transaction OG&E market size is reduced by.430 MW. 67 

dl  

I 

g 

Because OMPA does no{ operate a balancing authority area, and most ofi ls load is located in the OG&E 
balancing authority area, this analysis is relevant to an evaluation of OMPA's purchase oflhe Redbud Facility as 
well. 

6., Solomon Affidavit at 32. 

See id. at 28. 

6- Id. at 29. The market size can also be affected to the extent the respective parties have an AEC deficit pre- 
"I ransaction (i.e., their loads are in excess oftheir 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. 

m 

AI-286756$vg 2 ]  
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SensitiviO£. "The 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 1his 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. 69 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. 7° 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. 71 

The base case SIL analysis also fails to consider the likely dispatch and utilization ofthe 

capacity post-Transaction, and incorporates assumptions regarding imports that do not fully 

reflect the incre&~e in transmission capability arising from the export of  capacity from the OG&E 

Crissup Testimony el I I. 

/d. el 13-14. 

~o /d .  el l I. Public Service Company ofOklahoma ("PSO") and Southweslern Electric Power Company 
("SWEPCO") operate a single balancing authority area (referred to as CSWS or AEP West) that combines both their 
scrvice terr i tor ies.  

7, Id.  at 11-12. 

~,~. AI-2867568v8 22 
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41 

balancing authority a.r~ to the GRDA balancing authority area. When GRDA reserves and 

schedules an additional l~ortion 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 authority area. 72 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-to-OG&E path increases post-Transaction. 73 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 authoi'ity area that accounts for a higher import capability than is reflected in 

the base case. Specifically, she relied on the FC1TC 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 ofthe highest ~ FCITC value among the seven first-tier balancing 

authority areas is a reasonable, and conservative, proxy for the import capability from the 

combined first-tier markets. 74 The use of  FCITC values also allows for recognition of  the 

counter flow effects o f  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 

4iN 

g 

g 

~" Under SPP's tariff, ifGRDA 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 m~, then 
rival suppliers could counter-schedule against it (on a Fn'm or non-firm basis) and potential supply in the OG&E 
balancing authority at~s would be unchanged. (In fact, i f  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.) 

~ Crissup Testimony at 14. 

=~ Solomon Affidavit at 3 I. 

k% AI-2867568v~ 23 
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limits: 5 This one screen 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 to utilize slightly lower market prices, this screen violation 

disappears, n 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. 77 

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-Transaetion 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. Solomon 

performed a separate sensitivity analysis that treats 150 MW of  the GRDA capacity, the amount 

currently needed to 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 ofthe 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. 

air 

eB 

e l l  

Q 

:'~ Id. at 32-33. 

-' Id  

Id. 
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Base case. Ms. Solomon's analysis o f 'he  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. 7s 

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 Facility 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)- 7~ 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 to serve its load and would not dispatch this capacity for delivery to GRDA if doing 

so would displace less expensive supply options, s° 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 

OG&E balancing authority area market, s° Similarly, it is unreasonable to assume that GRDA 

would dispatch the Redbud Facility, a gas-fired combined cycle facility, ahead of  its low-cos1 

hydroelectric generation. 

This sensitivity analysis results in HHI changes that exceed the competitive analysis 

screens thresholds in only two periods. Even tbese.nominai screen failures may over-state the . 

g 

I 

Solomon Affidavit 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  
eXCCSS resourccs. 

~' See Solomon Affidavit at 30. 

~' S e e  id. a! 32. 

Ai-2867568v8 25 
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competitive impact of 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. s2 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, ifthe 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,  s3 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. "'Ss The Commission recently re-affirmed this approach, s6 Where, as is the case 

here, prospective purchasers have no incentive or ability to attempt to exercise horizontal market 

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

g 

g 

m 

s2 See id. at 35. 

t, FPA Section 203 Suoolemental Policy Statement. FERC Slats. and Regs. 1 31,253 at P 65 (2007), 
("Supplemental Policy Statement"). clorified. 122 FERC 1 6 I,I 57 (2008) ("Supplemental Policy Clarification"). 

u Supplemental Policy Statement at P 65. 

t~ Id. 

~" F~A Se~i~n 2~3 ~u~p~men~u~ ~ i £ y  S~a~m~n~ ~22 F E R C 1 6 ~ 5 7  a~ P ~2 (2~8) .  ~ e  u ~  Ener~  Ea~ 
( orp., 121 FE RC ¶ 61.236 at PP I I - 13 (2008) 
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consistent with the public interest, s: 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 

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 output: 300 

MW for OG&E. 150 MW for GRDA, and 80 MW for OMPA in 2008. ss 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. s9 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 load growth. 9° 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 

ofthe Redbud Facility, but load growth is expected to eliminate this excess within a few years. 9j 

s7 ,Tee £merg)'  GulJ'States. 121 FERC ¶ 61,182 at PP 61-62 (2007). In Emergy, the Commission n~cognized 
that, because the target facility's capacity was needed to meet the acquiring utility's existing capacity needs, the 
utility %viii not have an incentive to attempt to exercise horizontal market power...by withholding the Facility from 
the market." I d  at P 62. The Commission reached similar conclusions in other cases. See, e.g., Commonwealth 
Edison Co., 91 FERC 1 61,036 at n.42 (2000) (noting three reasons based on operalional and market conditions 
faced by CornEd why screen violalions did not imply that CornEd could profitably wlthhokl capacity from the 
acquired facility); see also Duke Energy, Corp., et. al., 113 FERC ¶ 61,297 al P 83 (2005). 

u See Solomon Affidavit at 3. 

*'" See id. at 23. 

" See id al 23-24. 

"' See id. at 24. 

~'~ AI'286Z~vK 27 
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Second, all of  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, 

, therefore, do not participate in wholesale markets. 92 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 

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. 93 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 make 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-sbaring 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 

Q 

m 

l i b  

~" 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 I 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 thai it wants to continue its arrangements with OG&E until it contracts with alternative 
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. 

~ .~;et, Langston Testimony at 13-14. 

~.~I-2K~756~-~ 28 
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OG&E credit retail cu.5. tbmers 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-I, WC-i, 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 to exercise market power. The EIS market helps prevent any attempt to 

exercise market power over load 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 market 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. ''gs 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 to rely on the Facility to meet their load 

obligations and to provide mandated reserve margins. Accordingly, OG&E (as well as its co- 

Am 

q ,  

4~ 

See Attachment AF of the SPP OATT. 

See Sectkm 6.1. Attachment AG. of the SPP OAT]'. 

Id. 

g 
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purchasers) cannot profit 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 load 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. 97 Moreover, OG&E may not make any 

wholesale sales (cosl-hased or market-based) tbr 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 exercise 

market power. Finally, even ifOG&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 faets 
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 Transaetion's competitive impacts. 

In the event that the Commission determines that existing market features are inadequate 

to 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 

')" While O G & E  may charge cost-based rates for sales of  a duration of  up to one week, any concern that cost- 
based rates would not fully mitigate the potential for the exerci~ of market power is allayed by customer access to 
the EIS market which will discipline prices for shorl-term energy products. 

~'~* AI'2~6756X~" I~ 3 0  
aid 
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su~cien! to remedy lh.e'compa!itive analysis screen violations reflected in Ms. Solomon's base 

case analyses. As deiailed 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 competitive analysis impacts that warrant mitigation. If the Commission 

nonetheless concludes that mitigation is required to protect against the potential exemise of  

market power, OG&E will undertake certain mitigation projects to facilitate and expedite 

approval of  the authorizations requested in this Application. 

The specific mitigation projects are identified and described in detail in Mr. Crissup's 

testimony: 

• 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. 9s 

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 to 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 

I 

~' Crissup Testimony at I S. 

~" Id  at 19. 

m l  

~.~ AI-2967.';6gv8 31 



~0080324-0014 FERC PDF (Unofficial) 03/20/2008 

J 

I 

g 

a 

I 

a 

a l l  

g 

a 

41 

41B 

41B 

Q 

m 

O 

i 

w 

resulted in SILs that exceeded the target level. As a result, in targeting a return to pre- 

Transaction levels in all seasons, the actual SlLs resulting from the transmission upgrades exceed 

, the pre-Transaction SILsJ °° 

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, s0t For the GRDA 

market, there are no screen failures and the HHI changes are negative in six of the seven periods 

stud~ed. 1°2 

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 intereonnection to the ONEOK Partners intrastate pipeline. Thus, the 

Transaction does not result 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 

"~ Id. 

" "  Solomon Affidavit at 35. 

'": See id. 
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Commission-approved. RTO. The Commission has determined that operational control of  an 

applicant's jurisdictional' transmission system by an RTO protects against the potential for 

applicants to "abuse their ownership oftransmission facilities to give themselves an advantage in 

energy markets. ' ° 3 0 M P A  is not a transmission owner. 

In the reheating 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 

facilities, j°4 While OG&E's affdiate Enogex owns intrastate natural gas transportation, storage 

and gathering pipelines ]n Oklahoma, there are numerous interstate natural gas pipeline systems 

in Oklahoma in addition to the Enogex and ONEOK intrastate systems that provide competing 

natural gas transportation service to which new gas-fired generators could connect, j°~ 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. J06 

t 

I I  

O 

a n  

Io3 See, e.g.. Emergy Gulf  States, 121 FERC¶61,1g2 at P71 (2007). 

io4 See ~upp~men~a~ P~icy St~temen~ C~ari~ca~i~n at P ~ 2; see a~s~ ~vd~T N ~  642 at 3 ~9~4; ~nerg)~ E~$t 
Corporation, 121 FERC ¶ 61,236 at P 23 (2007). 

,o~ As Ms. Solomon explains (Solomon Afifdiavit at 37), delivery capacity on Enogex is no more than about 
13 percent of pipeline deliverability in Oklahoma. Thorc is approximately 7.3 bef/day of  interslat¢ pipchoe 
deliverability into Oklahoma, plus an additional 3.4 beffday intrasl~e pipeline delivcD, capacity within Oklahoma. 
Enogex's average throughput is approximately 1.4 bef/day. In the broader SPP market, F.,aogex's share of  delivery 
capacity would be significantly less. Similarly, whh rt, spect to gas storage, Enogex's share o fgas  storage capacity 
in Oklahoma is about ]2 percent, not a level that raises competitive coecerns, and its share in a broader SPP market 
w,uld be significantly less. 

"~" Solomon Affidavit at 37. 
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B. The Transaction 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. 1°7 The 

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 wovide 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. I°s 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 pr(~uced by the Transaction; and (iii) in the event of  a dispute, it will bear the 

~ov Merger Policy Statement at 30,123. 

fol See. e.g., IT(." Holdings Corp., 116 FERC 1 61,271 at P 48 (2006), revised; Consolidoted Edison Inc., 94 
FERC ¶ 61.079 at 61366 (2001). On November 30, 2007, OG&E filed revised tariff sheets to implement a formula 
rate for transmission service. On January 3 I, 2008. the Commission accepted OG&E's proposed formula rate, 
subject to refund and the outcome of hearing and settlement judge procedures, to be effective July I. 2008. See 
Oklahoma Gos d~ Electric' Co., 122 FERC 1 61.071 (2008). 

g 

~1-2~575~Sv~ ]4  
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burden of  proof that th.e'savings from the Transaction exceed the Transaction costs charged to 

the customer, t0~ 

In order to effectuate this commitment, Applicants respectfully request that the 

Commission authorize deferral o f  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-ycer period commencing on the 

Transaction's closing date. The Commission previously has approved such accounting treatment 

for deferred costs.I l0 

Second. the Trafisaction 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 governmental agencies within the OG&E balancing authority area. 

These agreements provide for service at stated rates (including fuel adjustment clauses) and do 

not enable OG&E to pass through Transaction-related costs. The Commission previously has 

held that such agreements adequately shield customers from potential adverse rate impacts.Ht 

~ This hold harmless commitment is not a rate f~'eze, and would not pt~'clude changes in transmission rates 
attributable to non-Transaction-related costs, including the addition of the net book cost of  mmsmission facilities 
acquired pursuant to the Transaclirm into OG&E's transmission rate base. The Commission has accepted similar 
hold harmless commitments. See. e.g.. PNM Resources, Inc., I I 0 FERC ¶ 61,204 at P 39 (2002); UniSource 
Energ~ Corp., | 09 FERC 1 61,047 at PP 12-13 (2004); Ameren Corp., 108 FERC 1 6 !,094 ~ PP 62..6g (2004). 

lie See. e.g. Duke Energy Corp., l13 FERC ¶ 61,297 at PP I21-23 (2005). 

m See Calpine Corporatwn. 121 FERC ¶ 62,223 at 64,787 (2007); MidAmerican Energy Holdings Company, 
113 FERC ¶ 61,298 at PP 40 and 45 (2005) ("Applicants further state that their customers under fixed.-rat© 
wholesale power and transmission contracts will nol h¢ adversely affected by the Proposed Tmnsactlon. "['hey note 
that these rates may he 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. I I 0 FERC ¶ 62,183 at 64,366 (2005); Virginia Electric and Power 
Company, 108 FERC ¶ 61,136 at P 19 (2004) ("We find that neither wholesale nor retnil customers' current rates 
will increase as a result 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.") 

! 

WAI-286756~vK 35 
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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 cos'l-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.' lz 

Third, the Transaction will have no adverse effects on Redbud Energy's long-term 

wholesale sales customer .  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 jurisdietional transaetion's effect on state or federal regulation is 

focused on ensuring that a transaction does not result in a regulatory gap} ~ These concerns are 

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

IJZ See FirstEnergy Generation Corp, I 18 FERC ¶ 62,204 at 64+566 (2007); Goldendale Energy Center, LLC, 
I I 8 FERC ¶ 62.101 at 64.279 (2007); and Rochester Gas and Electric Corporation, 107 FERC ¶ 61,180 at P 17 
(2004). 

, ~3 Rtq,ised Filing Requiremems Under Port 33 o/the ('ommis.~ion°s Regulations. Order No. 642. FERC Slats. 
& Regs. ¶ 3 I, I I I at 31.914- ] 5 (2000). 

U. AI-2g6 7.~.~ X 36 
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company under the Public Utility Holding Company Act of 1935 ("PUHCA 1935"), and the 

relevant applicams 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. ! ~4 The first 

prong of  the test is no 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. H 5 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. nn6 

OG&E's wholegale sales and transmission operations (and those of  its affiliates) are 

subject to regulmion 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 will 

divest all of  its jurisdictional assets pursuant to the Transaction and its maxket-based rate tariff 

will be terminated. GRDA and OMPA will remain exempt from Commission regulation 

pursuant to FPA Section 201(0. 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-approval ofthe Transaction will be filed with the OCC 

contemporaneously with this Application. 

i o4 Revised Filing Requirements under Part 33 o f  the Commission's Regulations, Order No. 642, FERC Stats. 
& Regs¶ 31,1 I I at 31,914-15 (2000). 

"~ See Okla. Admin Code. § 165:35-31-20 ("any sale of  producls and services provided from the affiliate to 
the utility shall be priced at lh¢ 'lower of  cost or fair market value.' Except as otherwise required by federal statute 
or regulalions, or pursuant to [OCC] authorized competitive bidding, tariffs, special contracts or as otherwise 
ordered by the [OCC]; any sale of  jurisdictional products and services provided from the utility to the affiliate shall 
b~, priced at the 'higher of  cost or fair market value."). 

0... See Attachmen! I. Exhibi! I. Section 6.06(b) and 7.0 I(h) of  the PSA and Section 5.06 ofthe APA: see also 
Okla. Stat. tit. 17. § 286(C) (2007): Okla. Admin. Code § 165:35-38-5. 

g 
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D. The Transaction Will Not Result in Any Prohibited Cross-Subsidization or 
Pledge or Encumbrance of Utility Assets. 

FPA Section 203, as amended by EPAct of  2005, states that the Commission "shall 
P 

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. "lIT The Commission's regulations 

provide "safe harbors" for certain transactions and specify verification and informational 

requirements in order for applicants to demonstrate thai a proposed transaction does not result in 

inappropriate cross-subsidies or pledges or encumbrances of  utility assets for the benefit of  an 

associate company.S J s 

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..9 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 aiTdiated. 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. ''j2° As a result, 

G 

m 

m 

H~ 16 U.S.C. § 824b(aX4). 

Hs Tr~rs~c~i~n`~Subjec~t~FPASecti~2~3~d~N~.669~FERCStats.&Regs.¶3~2~a~P~46~7~ 
(2006). Order No. 669-A, FERC Stats. & Regs. ¶ 3 ] ,2. ]4 at PP 134-148 (2006); FPA Section 203 Supplemental 
Polio. Stmemem. FERC Stats. & Regs. ¶ 31,253 at PP I 1-26 (2006). 

J~' Supplemental Policy Statement at P ]9. 

i.,t /d  

O 
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no further showing is .re~iuired to demonstrate that the Transaction will not result in cross- 

subsidization ofa  non-utility associate company or the pledge or encumbrance of  utility assets 

for the benefit of  an associate company. 

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

that are subject to review by a state commission, t2t 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 OCC. J2z The petition for OCC pre-approval ofthe Transaction will be filed 

with the OCC contemporaneously with this Application, which will enable the OCC to review, 

inter alia, whether the Transaction violates state-imposed prohibitions on cross-subsidization) 23 

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. 

nl Id, at P 18 

Jzz See Attachment I, Exhibit l, Section 6.06(5) and 7.01 (b) of  the PSA and Section 5.06 ofthe APA; see also 
Okla. Slat. tit. 17, § 286(C), Okla. Admin. Code § 165:35-38-5. 

*'-~ See. e.g.. Okla. Admin. Code, § 165:35-3 ] -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 reason~le fair share of  
the fully allocated costs of  any transaction ox share services"); see also Arkansas Public Service Commission, In the 
Matter of a Generic" Proceeding to Establish Electric 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 
reorganization into a holding company structure in 1995, the OCC explained that the "corpoxate separation of  the 
utility and ram-utility entities will ensure that all costs of  a particular business will be charged to that business and 
nut become part of  OG&E's costs. To further ensure elimination of any potential for cross-subsidizations of  the 
various subsidiaries ofthe Holding Company, OG&E will adopt and implement formal policies and procedures on 
intercompany transactions." Applk',tion of OIdahoma GaJ and Electrlc Co. for an Order Approvlng the Formation 
of A Holding Company and the F.xecution of an Agreemenl and Plan of  Share Acquisition, Cause No. PUD 
950000148 at 5 (Aug. 4, 1995). OCC's approval of  OG&E's reorganization was conditioned onOG&E's agreement 
"not to pledge utility company assets or income fox affiliate transactions without prior approval by the |OCC]." /d. 
at Memoxandum of Understanding, at P 5. OG&E further agreed "Io provide forty-five (45) days prior notice to 
[the OCC Staff'] of  transfers of  any utility asset (including intangible) to the HoMing 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. 
O(;&E also must provide the OCC "an annual statement of  any such transfers of  less than $100,000 during the 
year ... within ninety (90) days of  year-end,'" but "if  at any time the aggregate of  soch transfers of  assets individually 
valued at less than $ 100,000 during the year exceeds $3,000.000, [OG&E must provide within forty-five (45) days] 
a statement listing items transferred, valuation method, and individual amount." Id. 

w,~l.2~5~xvx 39 
I 



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

I 

I 

I 

q l  

I 

I 

I 

i t  

i 

I 

I 

I 

I 

In the event that the Commission concludes that add/tional information is required to 

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

, utility associate company or the pledge or encumbrance o f  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 ofthe 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 o f  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 assots 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; 
o r  

(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 l, 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. 

I 

AI-2~7.~SvK 40 
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lhese attestations demohstrate that the Transaction does not raise any concerns with respect to 

cross-subsidization.t ~4 

I. 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. 

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 

connection with the Transaction, and there are no plans to do so in the future, j25 

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 Io secure natural gas for the Facility in the same manner. It is, 

a 

m 

J24 See, e.g.. EntergyGulfState.~'. 121FERC¶61,182alP87(2007);D~kePowerCo., 117 FERC ¶ 62,094 ut 
64.270 (20O6). 

~2s OG&E does not have any existing pledges or encumbrances of utility property oll'mr than various incidental 
liens and encumbrances arising in the ordinary course of business. Further detail is contained in Exhibit M of 
Anachment I. 

I 
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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. 126 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, u27 Applicants provide 

the following information: 

A. Names and principal business offices of  Applicants. 

B. 

For Redbud Energy LP: 

Redbud Energy LP 
¢/o Kelson Energy, Inc. 
6700 Alexander Bell Drive, Suite 360 
Columbia, Maryland 21046 

For OG&E: 

Oklahoma Gas and Electric " 
Company 
321 North Harvey 
Oklahoma City, Oklahoma 73101 

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: 

Patricia M. Alexander 
Deborah A. Carpentier 
Dickstein Shapiro LLP 
1825 1 Street, N.W. 
Washington, D.C. 20006 
Tel: (202) 420-2200 
Fax: (202) 420-2201 

For OG&E: 

James C. Beh 
Sameh 1. Mobarek 
JONES DAY 
51 Louisiana Avenue, N.W. 
Washington, D.C. 20001 
Tel: (202) 879-3939 
Fax: (202) 626-1700 

12" 

See Okla. Admin. Code § 165:35-31-20(d): see also id at § 165:35-34-3(c). 

18 CF.R. § 33.2. 

g 
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Email~ 'alexanderp@dicksteinshapiro.com 
carpentierd~dicksteinshapiro.com 

Robert J. Janssen 
Kelson Energy, Inc. 
6700 Alexander Bell Drive 
Suite 360 
Colwnbia, Maryland 21046 
Teh (443) 542-5131 
Fax: (443) 346-2508 
Email: heal.cod y~,kelsonenergy.com 

Email: icbeh~ionesdav.cqm 
simobarek@j onesday&om 

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: shoopld~..o~,e.com 

I l l  

I 

I 

g 

g 

I 

I 

I 

i 

C. Description of Applicants, including: 

1. Business Activities of Applicants. 

,A description of the business activities of,Applicants is set forth in Part II 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 !I 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. 

d l l  

I 
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See Exhibit E. 

6. 

Common Officers or Directors. 

Description of Customers. 

See Exhibit F. As described in Section ll.B. of  this Application, Redbud Energy sells 

energy, capacity and ancillary services pursuant to a market-bssed rate tariffon 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 oftbe Transaction, other 

than'certain agreements with OG&E, OMPA and GR.DA that will be assumed as a result ofthe 

Transaction. Redbud Energy, therefore, respectfully request a waiver of  the requirements of  18 

C.F.R. § 33.2(cX6) to the extent necessary. 

D. Description of Jurisdictional Facilities. 

The jurisdictional facilities affected by the Transaction are described in Part 11 above and 

in Exhibit G. 

E. Narrative Description of the Transaction. 

The description of  the Transaction is set forth in Parts 11 and 111 above, and in Exhibit H. 

F. Contracts Related to the Proposed Transaction. 

The PSA and APA are attached as Exhibits I. To the extent necessary, Applicants also 

request waiver of  lhe requirements of Section 33.2(f) u28 as to other incidental contracts and 

written instruments that may be entered into by the parties, none of  which is inconsistent with the 

PSA, the APA, or the description ofthe Transaction set forth in this Application) ~ 

]8 CF.R. § 33.2(0. 

See ElF Ber~hire Hnlding.~. LLC, I 16 FERC ¶ 61.273 (2006).  
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E. Consis,tehoy of the Transaction with the Public Interest. 

The facts reli~i upon to demonstrate that the Transaction is consistent with the public 

interest are set forth in Part IV above and in Exhibit J. 

F. Maps. 

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-Scott-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 Tnmsaction 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 o f  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 proforma 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 j3° is inapplicable to this Application 

I 

I 

q l l  

,~*. 18 C.F.R. § .33.5. 

~, .~1-286756~vfl 4~ 
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with respect to Redbud Energy, and Redbud Energy requests waiver of any requirement to file 

information with respect thereto.13 J 

VII. VERIFICATION. 

Pursuant to Section 33.7 of the Commission's regulations, j32 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. 

VIII. REQUEST FOR PRIVILEGED TREATMENT. 

Pursuant to Section 388.112 of the Commission's regulations, 133 Applicants respectfully 

request confidential treatment ofthe CD-ROM containing CRA International, lnc.'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, |3( Applicants 

have provided, as Attachment 6 to the Apptication, 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, j35 Applicants submit today three copies of the CD-ROM containing the CASm and the 

workpapers. These non-public copies are marked "CONFIDENTIAL WORKPAPERS UNDER 

,3, The Commission has granted such waiver in similar circumstances. See, e.g., Midwest Renewable Energy 
Corp., el a/., 117 FERC ¶ 62,174 (2006); Forked River Power, LLC, 120 FERC ¶ 62,029 (2007); Sunbury 
General~on LP, 120 FERC ¶ 62,127 (2007). 

r~z 18 C.F.R. § 33.7. 

133 18 C.F.R. § 388.112. 

,3( 18 C.F.R. § 33.9. 

I. 18 C.F.R. § 33.8. 

WA[-2867568V8 46 
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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." 

IX. CONCLUSION. 

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

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

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

workpapers submitted as part ofthis filing. 

I 
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Respectfully submitted, 

Larry F. Eiscnstat / ' ~ a ~  C. Beh 
Deborah A. Carpentier / / ~ u n e h  I. Mobarok 

V JONES DAY Dickstein Shapiro LLP 
1825 1 Street, N.W. 
Washington, D.C. 20006 
Tel: (202) 420-2200 
Fax: (202) 420-2201 
Email: eiscnstatl.@,dicksteinshapim.com 

carpentierd@dicksteinshapiro.eom 

51 Louisiana Avenue 
Washington, D.C. 20001 
Tel: (202) 879-3000 
Fax: (202) 626-1700 
Emaih icbeh@ionesday.com 

simobarek@,jonesday.com 

Attorneys for Redbud Energy LP 

Patricia M. Alexander 
Energy Industry Advisor 
Dickstcin Shapiro LLP 
1825 Eye Slrecl N.W. 
Washington, D.C. 20006 
Tel: (202) 420-2200 
Fax: (202) 420-2201 
Emalh alexanderp~,dick ~teinsh~piro.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 
Emalh shoot)kl~oc, e.com 

Attorneys for Oklahoma Gas and Electric 
Company 

Dated: March 20, 2008 

WAI-286756NVE 47 
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Exhibit A 

Business Activities of Applicants 

Applicants" I~usincss activities are dcscribcd in Part 11 of  the Application and in the 

Solomon Affida,.it in [-xhibit J of  Attachmcn( I. 
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Exhibit B 

Energy Subsidiaries and Affiliates 

The: energy subsidiaries and energy affiliates of the Applicants that are relevant to the 

l'ransaclion are described in Part I1 ut'the Application and in the Solomon Affida'dt in Exhibit J 

ol','xtluchmcnt 1. 
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Organizational Charts 

Exhibit C 

As ctmtemplated in Order No. 642. Applicants respectfully request v, aivcr of  the 

rcquircrnent to prcsem post- and pre- I ransaction organiTational charts because the l'ransaction 

u.ill 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 l'ransa,.tion. For the same reason, the l'ransactioi~ ',sill 

not alter the rcmainin~ corporate structure of  Kclson l|oldings. Applicants also respectfully 

request ,.~,aivcr of the requirement that charts showing the pre- and post-Transaction 

organizational structure for OMPA and GRDA because OMPA and GRI)A are not Applicants. 
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Exhibit D 

Description of Business Agreements 

All relevant joint ventures, strategic alliances, tolling arrangements or other business 

arrangcmenls bctv~'ccn lhe Applicants relevant to the Transaction arc described in Parts II and I11 

of thc Application. 

~,~, Al -Z8675f~8~ 8 
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Common Officers and Directors 

Exhibit E 

There are no c o m m o n  officers or directors be lwccn Redbud Encrgy.  O G & E ,  O M P A .  and 

G R D A .  

\L, A1-286~568~ 8 



Exhibit F 

Description of Customers 

OKIAd-IOMA GAS & ELECTRIC 
Wholesa le  Customers  

FKRC E ) . ~ i ¢  

Name Tm~ S4~,h, le :Date 
Smut D a ~  1~laiuat~m Dml 

E ~  Ratepayer 
~ n 8  

Mississippi 
)eha Energy 

Agency 

Gear> Utilities 
Authorit) 

Firm I'nergy 

Full 
Requirements 

Electric Tariff, 
Original Vol. 3 

Orlando Public 

Authorit) 

Full 
Requirements 

Power Sales 
Tar i f f  original 
Sheet NO. 6 

W M - I  

05-22-2007 

03-18-2005 

6-01-2007 

03-18-2005 

qnitial term ends on 09-30-2012. and 
the agreement continues thereafter lot 
additional one-', ear extensions until 
cancelled b', either part,, "* ith a 15 
months notice. 

initial term ends *.m 03- 18-2006, and 
the agreement continues thereafter tbr 
additional one->car extensions until 
cancelled b.'. either part 5 ~ith a 12 

l 'he agreement is tbr a fixed 
rate that is unal'fect,t:d b> the 
acquisition 

Ihe  agreement is lor a fixed 
rale or a |~)rlTltlla rate that is 
u ffle¢ted b'. the 
acqu is i [ lO l l .  

nlOlllhs l l o t i c e  

Cir.', ,.1f Paris 
ILa~t Maple 

Firm Energ~ WM-I 

01-13-9,1 

10-24-79 

01-21-94 

10- 1-79 

|nitLul term of 5 )ears. and the 
agreement continues thereafter until 
cancell,..'d b) either part.,, b) 30 
I l lO l l ths not ice,  i ' o r  Ctl~tOtller~ ~Jlose 

billm~ demand has not exceeded IO(R) 
kg, in 12 months prior to notice. 
notice v.il] not be bess than 90 da) s. 

T h e  a~r¢¢ l l len t  IS for a 
lbmlula rate that i~ 
unafl~cted b> the 
acquisition 

An initial t,,:rnl c,15 )ears. and I h,: agreement is tor a 
a~reement continues thereai~er until fi.)rmula rate that is 

0 
0 
CO 
0 

I 
0 
0 

M 

0 

0 

0 

0 

0 
0 
CO 



I Customer 
Name 

Street 

i lie C it) t)t 
Paris, 
Arkansas 

Purcell Public 
~ o r k s  
Authorit) 

United States 
Departtnent o f  
Imerg,', IVance 
AI:I'~) 

Arkansas 
Valle) Electric 
Cooperative 

Cu~om~r FE]~ F,l~tr¢ Tari~h~ Ezecul~on 
Schedule Dat~ Start Date T e r m i n a t i o n  D a t e  

Finn Energ) 

Firm Energy, 

Firm Energy, 

Full 
Requirements 

Service 
Agreement No. 
41, FERC 
Electric I ariff. 
Original Volume 
No. 3 

Power Sales 
Tariff .  (X]&E 
FERC Electric 
Tariff,  Original 
Volume No. 3 

OA97-591 

WC-I 

12-20-2U02 

04-30-2002 

06- I -'98 

09-23-96 

02- i-2003 

0 0 - 1 - 2 ~ 2  

05-31-97 

12-1-96 

cancelled b) either part'. '.~,ith 30 
Inonths  notice. 

Initiai term o f  5 ",ears, and the 
agreement continues therealier  lor 
additional one-year terms until 
cancelled b.', either part) b) 12 
months notice. 

Initial term ot"5 )ears.  and the 
agreement continues thcreafler Ior 
additional one-)car  ten'ns until 
canceled b.'. either part) b ) 1 2  months 
notice. Purcell has alread) gi ' .en 
notice to terminate  the agreement,  
such termination v. ill he el'l~:ctl'.¢ on 
Ma) 3 I, 2()()9 I ~  

t)5-31-2012 

No termination ef1~cti',e prior to 12- 
1-200 I, un less notkce to term i natc b) 
AVI:C is ~i',,en on or al ier  date ;~.hich 

Fa2otingProtectionBRatepayer I 

unat+fccted by the 
acquisi t ion 

] h e  agreement i~ tbr a fixed 
rate or a tbm)ula rate that is 
unaffi:cled b) the 
acquisition. 

The agreement is lot  a fixed 
rate or a Ibrwnda rate that is 
unaftected b) the 
acquis i tum 

l h e  agrecrnent is lot  a fixed 
rate that is unaffected b) the 
acquisition. 

l h e  agrcenlcnt is Ibr a fixed 
rate or a fi)nnula rate that is 
unafl~cted b) the 

k) 
0 
0 
CO 
0 

k)  

I 
o 
o 

M 

0 

fl 

0 

h)  
0 

h)  
0 
0 
CO 

"~' On April 2, 2007,  Purcell, one o f  O ( i & E ' s  ;~.holcsalc customers, notilied OG&E ,af it:, intent to terminate it~ requirements contract v. ill) O ( i & E  
in order to seek alternative suppliers. "Fhc contract 's  tenn rene',,.s annuall.', on June I pursuant to an evergreen provision, and can bc terminated b) either part.,. 
v, ith "~.ritten notice to the other party submitted not less than 12 months prior to the end o f  any current tenn. tlo'e, ever. a l ier  pro' . iding (X}&E v.ith notice o f  its 
intent to tenninate the contract in accordance "with its terms, Purcell has indicated that tt ~ ants to continue its arrangements ;,. ith (,)(i&l: untii It contracts ',~. ith 
alternutkve suppliers and secures the requisite transmission ser~,ice fi'om SPt '  to deli~,er po;~.er fi'om such suppliers  As a result, tt is unclear at this stage if or 
v, hcn Purcell ',',ill terrninate the supply contract v,'ith OG&E.  



I Customer Name 

Corl~)ration 

Mississippi 
Delta Energ) 
Agenc) 

Oklahoma 
Municipal 
Po~.~, e r  

Aulhori b 

Oklahoma 
Municipal 
Po;~.er 
Aulhorit) 

('it) of  
Watonga, 
Oklahoma 

Cuatomer FERC Electric 
TarifORate 
Schedule 

Execution 
Date Start Date Termina~on Date 

Firm Energy 

Finn Energy 

Fire1 l-nergy 

Power Sales 
I ariff, OG&E 
I-ERC Hectric 
I arifr, Original 
Volume No. 3 

Power Sales 
I ar i f f  Service 
Agreement 

Power Sales 
l'ariff Service 
Agreement 

Full WM-I  
Requirements 

04-13-2004 

07-09-2004 

12-29-2003 

12-5-95 

05-1-2004 

0%09-2004 

I- 1-2004 

3-I-96 

O(J&F has requested as tile effective 
date fi)r an inercm, e m rates, then 
,.:ither pair) '.:all lerlninate tile 
agreement h> .30 month notice. 

Initial tem~ of  5 )ears. then tile 
agreement continues thereafter for 
additional one-year terms until 
cancelled b)either parl) ;,,ith 12 
months notice. 

N A  

12 -31-20 } 3 un less ternlinat,,:d earlier 
b) mutual agreement, 

Initial term o1"5 .',ears. then tile 
agreement continues lherea|ier for 
additional five-~,ear terms until 
cancelled by either part)' v. ilh 24 
month notice Notice shall nol be less 
than 90 da) s fbr alL', customer ;,, hose 
billing demand has not exe...'eded 1000 
kW in any 12 month period prior to 
c a n c e l l a t i o n  n(.)li~c+ 

Existingprotecl/0nsRatepayer I 

acquisition 

I he agreement is for a lixed 
rate or a tbrmula rate that is 
unafteuted h) the 
acquisition, 

' lhe agreenler~l is for a fixed 
rate that is ana|l~:eted by the 
acquisition. 
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Description of Jurisdictional Facilities 

()G&I.I oxvns jurisdictional transmission thcilities, generator-related interconncctiun 

lhcilities, wholesale power sales tariffs, rate schedules, service agreements, and related books 

and records. Applicants provided in Part II ufthe Application, in the I,angston "]'eslimony in 

Attachment 2, and in the ~qulomon Affidavit in Attachment I, a description of the jurisdictional 

facilities relcvarlt tu the Comndssion's evaluation of the Transaction. Applicants request xsaixer 

of the need to describe any lhcilihes no! implicated or affecled by lhe propuscd ]'ransac! on. 

':" lhc Comnlissi,,m has approved similar requests. Se.., l"redericl~.~on P~mer. l .P .  I00 I:IZRC .r 62,112 (2002): 
(.',~.','?tr1: Butc~ville. I.I,( ". ~4 I:ERC" • 62,208 (2001). 
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Narrative Description of the Transaction 

A narrative description of the I ransaction is set lbrth in Parts II and Ill of the Application 

and in the l.angston l'estimony in Attachment 2 and the Solomon At'fidavit in Exhibit J-I of 

Attachment 1. 
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Contracts Related to the "rransactions 

"lhc contracts related to the lransaction arc the Purchase and Sale Agreement. dated 

Januar3 21. 2008. b~ and bcl~een OG&l-. Rcdbud Energy. F, edbt, d I.incrgv I. I.I.C. Rcdbud 

Energy 11. I.I.C. and bl.edbud Encrgy Ill. LI.C. and the Asset Purchase ,,\grcement. dated January 

21. 2008. by and bct,,,,ccn OG&E. OMPA. and (iI~.I)A. Copies of both contracts arc pro,, idcd in 

Volume 2 of this Application. 

i m  
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UNITED STATES O F  A M E R I C A  
BEFORE THE 

F E D E R A L  ENERC, Y R E G U L A T O R Y  C O M M I S S I O N  

Oklahoma Gas and Electric Company 
Redbud Energy LP 

Docket No. ECI]8- -000 

AFFIDAVIT  O F  J U L I E  R. S ( ) I ,OMON 

I N T R O D U C T I O N  ............................................................................................................................... I 

S U M M A R Y  OF CONCIA-S1ONS .................................................................................................... 2 

D E S C R I P T I O N  OF T R A N S A C T I N G  PARTIES  .......................................................................... 7 

O(i&E ............................................................................................................................................. 7 

Redbud Energy and its Affiliates .................................................................................................... 8 

( ;RI)A .............................................................................................................................................. 9 

OMPA ........................................................................................................................................... 10 

FRAME~,VORK F O R  TI lE  ANALYSIS  ........................................................................................ 10 

L'ompctitive Analysis Screen ........................................................................................................ 12 

Relevant Product Markets ............................................................................................................. 13 

Relevant Geographic Markets ...................................................................................................... 14 

Description O f  Methodology ........................................................................................................ 16 

I M P A C T  OF THE TRANSACTION ON C O M P E T I T I O N  ....................................................... 21 

Horizontal Market Power ............................................................................................................. 21 

Vertical Market Power .................................................................................................................. 35 

C O N C L U S I O N  .................................................................................................................................. 37 

I N T R O D U C T I O N  

My name is Julie R. Solomon. 1 am a Vice President at CRA International, Inc. 

("('RA"). My business address is 1201 F Street, N.W., Suite 700, Washington, DC 20004-1204. 

A large portion of  nty consulting activities involves electric utility industry restructuring and the 

transition tYom rcgt:lation to competition. 1 have been involved extensively in consuhing on 

market power issues concerning mergers, other asset transactions and market rate applications. I 
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have filed a number of affidavits before the Federal Energy Regulatory Commission ("FER("" or 

"Commission") in connection ~. ith electric utility mergers, the purchase and sale or'jurisdictional 

assets, applications for market-based rates, and triennial updates. My resume is included as 

Exhibit J-2. 

I have been asked by counsel fnr Oklahoma (;as and l-lectric Company ("O(i&l-") and 

Rcdbud Energy I.P ("Rcdbud Energy") (collectively "'Applicants") to evaluate thc potential 

contpetitivc impact on electricity markets of a proposed transaction under v.hich OG&IT will 

acquire Redbud Energy/ and subsequently convey a 36 percent undivided interest in the Rcdbud 

generating facility ("Rcdbud" or "'Redbud Facility") to (irand River Dam Authority ("GRDA") 

and a 13 percent undivided interest to Oklahoma Municipal Po'~vcr Authority ("OMPA") 

(coilecti'.ely, the "Transaction"). Rcdbud is a 1,195 MW natural gas-fired combined cycle 

facility Iocatcd in the OG&E balancing authority area." Follov.'ing the Transaction, Rcdbud '.','ill 

bc owned 51 percent by OG&E (610 MW), 36 percent by (iRDA (430 MW) and 13 percent (155 

MW) by OMPA. 

My affidavit addresses both potential horizontal and vertical market power effects of the 

Transaction. The potential horizontal market power el/bets are those arising 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 electricity markets. The 

potential vertical market power effects arise from barriers to entry that might undercut the 

presumption that long-rim generation markets are competitive and. more generally, the potential 

to use control over fuel supplies, fuel transportation facilities, or electric transmission to exert 

vertical market pov.er by increasing rivals' costs. 

SUMMARY OF CONCLUSIONS 

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

following reasons: 

Specilically, O(i&E is aeqmnng I00 percent of the partnership interests in Redbud Energy that are held b), 
Redbud Energ), I. II and Ill. |.t.('. each of v,hich is an indirect subsidiary of Kelson Itoldings. I.I.C ("Kels,an"). 
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First, O( i&E,  G R I ) A  and O M P A  arc buying their respccti;  c shares o f  Rcdbud in order to 

mcct  their load and reliability requirements,  and without this purchase each would bc capacity 

short• OG&E,  G R I ) A  and O M P A  are obligated 1o secure generat ing resources necessary to mect  

their native and requirements  loads and reliability obligations. Indeed. each o f  thcse cnlitics 

currently has a contract for portions o f  the Rcdbud output: OG&I-  has contracted for 300 MW. 

( I R D A  tbr 15(} M W ,  and O M P A  for ~1) M W  in 200X. ~ Absent  their existing contracts v.'ith 

Rcdbud Energy or replaccment  contracts,  each entity rcquircs additional generat ing resources. 

An)  supply m excess o f  load and reserve requirements  r c suhmg from the purchase o f  the 

Rcdbud Facility, reflecting the " lumpiness"  o f  generat ion additions, is shorl '-Ii~cd O G & E ' s  

expected load grov.,th ,.,.'ill e l iminate any t c m p o r a ~  cxccss supply by about 2('112. G R D A  and 

O M P A  similarly will require additional resources bcyond the Rcdbud purchase by about 2015 

and 2010. respectively.  

Second, essentially all wholesale ct, s tomcrs located within the O G & E  and G R D A  

balancing authority areas "~ are already served under long-term arrangements ,  so that any 

compet i l ive  concern about the impact o f  the Transact ion on customers  is purcly theorcl tcal .  

With the exception o f  OMPA,  all wholesale customcrs  within the O G & E  balancing authority 

area are requirements  customers  o f  OG&E.  +' These  customers  therefore are not participants in 

wholesale  markets• G R D A  and O M P A  are state governmenta l  agencies  that fransmil and del iver  

electricity to cities and towns that own their own electric systems and are ser.,'ed under  long-term 

agreements  with the state agencies.  

2 Unless olherv.ise indicated, generalor ratings reti:tred to here and elsewhere in my testimony reflect summer 
ratings Redbud's'.vinter rating is 1.270 MW. 

3 O(.i&E's and OMPA's contracts co~.er the June through September permd, ,.chile GRDA's contract is year round. 
[ treat these cnmra,As as part of generation owned nr controlled by OG&t-. GRDA and OMPA pre-Transaction. 

4 OMPA does not oix~rate a balancing authority area. and ds load is located in both the (K~&E balancin8 authority 
area, as t,,ell as in w } ba ancing authority areas interconnected ",,,ith OG&E. as discussed below. 

5 lhe prv,:ing pro',imons 1or each of the wholesale contracts is pro'.ided in Exhibit F of the Application. All of the 
contracts are prtced either on a fixed or Ibi~ula vale basis that is unattected by' the Transaction. These contracts 
also inchide a thd ad ustment clause. 

t, ~fnlle of OG&E', wholcsale CUStOMe[S also receixe a ¢lltltleltlenI ot  po%~,er lrolll the ~tnlthx~eMelll Pox~er 

~t ns ration t".",PA") federal hvdroelectnc resources. 
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Third, O(i&t? does not have authority to make wholesale sales at market-based razes 

v.'ithm the OG&E balancing authority area. Post-Transaction, any bilateral wholesale sales nmdc 

v, ithm the OG&}- balancing attthority area ti'oIYi O(i&l- 's  acquired share of Rcdbud ;sill bc 

subject to cnst-based razes, as is the case with respect to arty sales OG&E currently makes." 

Since O(I&E cannot sell at market-based rates, OG&E has no incentive to use any perceived 

increase in generation market power to raise market prices within its balancing authority area 

(and its cost-based rates arc presumed to be just and reasonable), notwithstanding the lhct that 

there are no applicable loads at risk, as already noted. For sales into the [incrgy hnbalancc 

Scr'.ice ("EI,S") market of the Southwest Power Pool, Inc. CSPP"). all market parlieipants ha,,e 

been granted author',ty to sell at market-based rates, s OG&E also submitted revisions to its 

market-based rate ta l i f f to  be able to sell into the SPP EIS market at market-based rates. '~ In any 

event, all of OG&E's  off-system sales, including those into the EIS market, are subject to sharing 

mechanisms with ratepayers such that OG&E is able to retain just a small porlton of the prolits 

on such sales. "~ The~e arrangements severely reduce any incentive for OG&E to exercise market 

power. 

Fourth. the Rcdbud Facility represents only a small portion of the generating capacity 

located in the footprint of the SPP EIS market, and there is significant competing supply of 

similar combined-cycle plants in and around the SPP. There is about 47.000 MW of generating 

capacity in the footprint of the SPP EIS market. II and, hence, the Rcdbud Facility accounts tbr 

t~ 

[ [) 

I I  

The Commission conditionally granted (XI&E cost-based rate authority based t~n a mitigation p/an, O.Uahoma 
Gas and Electric Company. 114 FERC ¶ 61.297 (2006). 

The EIS market began operation I:eham~ 1. 2007. l'he £'t~mmission allows all market partictpants to sell at 
market-based based rates in the EIS market. (See Southwest Power Pool. h~-.. 114 FFRC ¶ 61.289 t2tX)6)) at P. 
203 

See filing of Oklahoma Gas and Electric Company in Docket Nos. I-R98-511-008 and ER974345-O20 (JuLy 25. 
2006 and Ang. 25. 2006). The Commission has not yet acted on this filing, 

Based on sharing mechanisms approved and administered by the respective regulatory commissions. OG&E is 
required to credit rela~) c~.,stomers g0 percent in Oklahoma and I00 percent in Arkansas of profits t:rom off-system 
.~ales. l'hese shanng mechanisms reduce any incentive for OG&E to increase market pnces because shareholders 
capture at mo.~t only 2(1 percent of any gains from their otlZsystcm sales. 

|he mcenti'.es of GRDA and OMPA. as state municipal government agencies, are to keep market prices [ov." 
lhere are no ~hareholders. 

Fhe SPP has a number of dit'tcrent "tbotprints" based on the ser'.ice being pro,,ided through Ihe SPP. lherc is 
about 57.()(~) MW ,,,f generation m the SPP Regional Rcliahili~ Orgartizatmn ("SPP RRO"). such that Rcdbud's 

4 
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onl.x about 3 percent o f  this SPP capacity.  More  than 8,000 M W  n f t h i s  SPP genera t ing  capaci ty  

con,,ists o f  natural gas  combined-cyc le  units hav ing  v in tages  and operat ing character is t ics  s imi la r  

to Rcdbud.  and there is a lmost  20.000 M W  of  such generat ion that has been added in the 

geograph ic  area cons is t ing  o f  ba lanc ing  authori ty areas first-tier to the O G & E  balancing 

authori ty area bctwt 'en 2000 and 2006. "Fhe Transact ion does not s ignif icant ly  d imin ish  the 

c()trtpclitivc suppl)  a~ailablc in the broader  market .  

Fifth, despite s o m e  screen lhilurcs reflected in the numerical  results t',f the ( 'ompeOti , ,c  

Ana lys i s  Screen I pertbn'ned,  these other thcts and cv idenec  support  a f inding that the 

Transact ion does not raise compet i t ive  concerns.  "l'tle Compctiti*.e Analys i s  Screen is easily 

passed for both t -conomic Capaci ty  ( "EC")  and Avai lable  Economic  Capac i ty  ( "AF, ( ' " )  in the 

SPP  EIS market  Ibolprint. A F t '  is the more  relevant measu re  in the c o n z e x t  o f  this 

Tran ' ,act ion. '"  The  market  is unconccntra ted to moderate ly  concentrated and an',' increases  in the 

l l e r f indah l - l l i r schman  Index (" I1HI")  are small.  I~ In the smal le r  ba lanc ing  authori ty areas,  the 

Cornpeti t ixc Analys i s  Screen also is passed in all ba lancing authori ty area  marke ts  

interconnecled to ei ther  O ( i & E  or G R D A .  The l )e l ivered Price Test  ( " I ) P T " )  conf inns  that 

12 

13 

cap:icily is about 2 percent of the installed capacity. For my analysis, l have tbcused on the smaller SPP E1S 
fo~tprlnt that includes only the members v.ho are participating in the SPP's EIS market. (There is currently a 
prt~eeding before the Commission that v, ould allow direct participation in SPP's EIS Market by entities outside of 
the SFP l-IS tbot'print which, if  mlplentented, would broaden the geographic seope of participants in the market 
(see I)ocket Nos t!~,O6-451 et (d.).) 

Markets in Oklahoma, as well as in the SP|' region more generally, ha'.e not t:veen restructured, there is no retail 
access, and (Xi&I- (as veil as GRDA and OMPA) maintains significant nati'.e load obligations with no 
expectation that Ibe market will be restructured in the future to eliminate such obligations. Thus. AEC is the 
relevant mt,-asure, as the Conunission has recently recognized in se,,eral recent Orders. .~ee note 22 in)'~'~.~. 
Nevertheless. I also have conducted the competitive analysis screen for the EC measure and the results are shown 
in applicable exhibits. 

"1,.) determine ",.,.bother a proposed merger requires |urther in*.estigation because of a potential tbr a si~,mificant anti- 
competitive impact, the DOJ and FT(" consider the level of the tlHI atter the merger (the post-merger ItHI) and 
the change in the ttltl that results from the combination of the market shares of the merging entities. Markets with 
a post-merger Hill of less than 1,900 are considered "'nnconcentmted.'" l 'he DOJ and IrIC generally consider 
mergers in such markets to have no anti-competitive impact. Markets with post-merger II[lls of IO(~) to I gOO are 
c~msidered "moderately concentrated." In those markets, mergers that resnlt in an I IFll change of 100 points or 
less are considered unlikely to ha*.e anti-competitive effects. Finally. post-merger Illtls of re,ore than 18IX) arc 
c,nsidered to lndiczte "'highly concentrated" markets. The fluidelim, s suggest that in these markets, mergers that 
increase the I l l l l  b~ 50 points or less are tm/ikely to have a significant anti-competiti~ e impact. '.vhlle mergers th,t 
Increase the IIIll by more than I(~ points are considered likely to reduce market competiti*.encss. (See U S 
Departn'tent of" Justice and Federal Tr:lde ( t)mrllisslon. Ih,r/zontal .~h,rgt'r (;zlt(A'/itl~'~" (Aprd 2, 1992), amt,n,h,d 
It)")7.) 
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O(i&E, GRI)A and OMPA each has little, it" any. A[-C a',ailablc to compctc in any relevant 

market under most system conditions. On the other hand. generation affiliated with Rcdbud 

Encrgy (including lhe Redbud Facility itsclf') has a significant share of AEC, particularly in the 

OG&ti balancing authority area where Redbud is located. As a result, 1 lind that during sornc 

time periods the effect of the Transaction is to transfer capacity from one supplier with a 

relatively high AIiC market share (Redbud Energy and its affiliates) to three enlilies ;,,ith 

rclattvcly small AI.C market shares (O(I&E, GR1)A, and OMPA). thereby dcconecntrating the 

rclc', ant markets. 

Nevertheless. there are screen failures in the base case analysis of thc OG&E and (IRI)A 

balancing attthorit,, areas ,.,,here I use a simultaneous import limit ("S1L") calculated by O(i&E 

transmission personnel. These results are dri,.en, in pan, by the t~ct that the market size is 

changing from pre- to post-Transaction, l l l [ Is  typically are intended to bc a static measure, 

merely rcllccting shit'ls in market share rather than changes in market size. In the instant case. 

howevcr, the market size does change (for a few reasons, which I discuss bek);v, including 

changes in transmission import capabili ty)and, as a rcsuh, there arc significant I11tl changes 

(both positive and negative). I also conducted an ahcrnativc analysis based on diffcrcnt 

assumptions about import capability into the OG&E balancing authority area, again based on a 

transmission study conducted by OG&E pcrsonnel and explained in more detail belov., and 

found that under this alternative, thc II1ti screen for AEC is passed in all but one timc pcriod in 

the OG&E balancing authority area (a nominal violation in the Shoulder season that is eliminated 

under slightly different treatment of the pre-Transaction contracts with Redbud Energy). Finally. 

given tha( 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 area. I also 

analyzed the results assuming that GRDA's  share of Redbud in excess of its short-term needs 

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 ,.,.ill commit to transmission upgrades if the Commission requires it to do 

so as a condition ef  Transaction approval. Although the only evidence of contpctitivc harm 

resulting from this l'ransaction is grounded in the IIHI results, OG&E has agreed to undertake 
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certain transmissmn ..tpgradcs that ',,,ill increase the SIL. into the O(i&lZ balancing authority area, 

should the (?otnrnission deem it necessary to do so. These upgrades v,ould also incrcase the 

transfer capability into the (iRI)A balancing at, thority area. With these transmission upgrades, 

the Compctitixc Analysis Screen for AEC is passcd in both the OG&E a, nd GRI)A balancing 

authority areas. 

Finally, there are no vertical markct po,,ser conccms raised by this Transaction. The only 

transmission assets transferred as a resuh of this Transaction arc those necessary to ct.)llnect 

Redbud to the electric grid. OG&E and GRDA are transmission owners, but Ihcir electric 

transmission systems are controlled by the SPP, and OMPA is not a transmission ov.ncr. ~a None 

ofOG&E, GRDA or OMPA has control over essential fuels or delivery systems. Only OG&t, is 

affiliated vdth a natural gas company, which operates an intrastate natural gas pipeline system in 

Oklahoma and delivers natural gas to a limited number of rival generators located in balancing 

authority areas interconnected to OG&I'. Rcdbud does not receive gas transporlation from 

OG&E's  pipeline. ]'here are numerous other pipelines in Oklahoma and the surrounding states 

to which new gas-fired gencraturs could connect. Finally. concerns of dominant control over 

power plant sites for new capacity development in rclcvant markets also are not present. 

Oklahoma and the regions surrounding it have experienced a robust market tbr the development 

of generation, and the substantial new entry of additional generation demonstrates the absence of  

entry barriers. 

DESCRIPTION OF TRANSACTIN(7, PARTIES 

OG&E 

OGE Energy Corp.. OG&E's parent, is an e n e r ~  and energy services provider of both 

electricity and natural gas in the south central United States. OG&E generates, transmits, 

distributes and sell.', electric energy in Oklahoma and western Arkansas. OG&E is subject to state 

regulation by the Oklahoma Cortx~ration Commission ("OCC") and the Arkansas Public Sen, ice 

Commission ("APSC"). OG&E serves more than 762.000 retail customers across 30,000 square 

redes in Oklahoma and western Arkansas. and a number of wholesale customers throt, ghout the 

la ()(J& li cuslomers pnmaM} lake set-. ice trader lh¢ SPP Open .Access I ra;)slllJssJ(m I arifl~ although there remain a 
li~,.,, grandfalhcred ',', holesale requirements cuslomc'rs that lake sen  ice under O(.i& I-'s O A F  t.  as di-:cussed below. 
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region. OG&E owns approximately 2,600 MW of coal-th'cd generation. 3,500 MW of natural gas- 

fired plants (the majority of which are older, high incremental cost lbcilitics), and 120 MW of ~,.'ind 

generation. OG&I~ itlso has approximately 500 MW of generation under long-term contract, in 

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

OG&E is directly interconnected with electric utiliw operating balancing authority areas in 

SPP. including American Electric Power (the "AEP West'" balancing authority area), GRDA. SPA, 

Wcstar ("WR'"~. and Western Famlcrs Electric Cooperative ('~WEEC"). OG&E is also directly 

interconnected to Emergy Corp. ("Entcrgy") and Associated Electric Cooperative, lnc. ("AECI"), 

v.hich arc located in Ihe SERC Reliability Corporation ("SERC"). 

OG&E's affiliate, Enogcx Inc. ("Enogcx"), produccs, gathers, processes, transporls, 

markets and stores natural gas; and produces, transports, and markets natural gas liquids m 

Oklahoma, Arkansas and west Texas. Enogex has natural gas gathering, processing, transmission 

and storage operatitms in the major gas producing basins of Oklahoma. Enogcx operates an 

intrastate pipeline system that provides gas to some of O(J&E's gas fired generating facilities, to 

six gas-fired generators owned by AEP. and to three unaffiliated merchant generators all located in 

the interconnected AEP West balancing authority area. 

OGE Energy Resources. Inc. ("OERI") markets natural gas and provides energy related 

services. OER1 does not own or control any electric generation. 

Redbud Energy and its Affiliates 

Kclson indirectly owns Redbud Energy and three other generation companies: Dogwot~,.t 

Energy 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 Cottonwo~)d facility located in the Entergy balancing authority area; 

and Magnolia Energy Company LP, which owns and operates the 920 MW Magnolia facility 
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located in the Tennessee Valley Authority ( " T V A " )  balancing authority area. t5 Wcstar Power 

Marketing. Inc. currently markets the output o f thc  Redbud and Dogwood facilities. 

Kelson is owned by l larbinger  Capital Partners Master Fund I, Ltd. and Harbinger ( 'apilal 

Partners Special Situalion Fund, l,P (collcctisely " ' l larbinger").  l larbinger  also owns 

approximatcly 21 portent o f  the c o m m o n  stock of  Calpinc ( 'orl~mttion ("( 'a lp ine")  and has 

• • 1 6  appros al from the ( 'ommiss ion  to acquire up to a 40 percent share. For purposes o f  my analysis. 

I have treated ( ' a lp ine ' s  generation as affiliated v.ith Ffarbmgcr. Subsidiaries o f  Calpinc own 

generation throughout the United States. O f  particular relevance to my' analysis, subsidiaries o f  

(.'alpine own and operate generat ing facilities located in the AEP West and Entergy balancing 

attthority areas, namely the Oneta Energy Center C1,082 MW) and the Pryor Power Plant (112 

MW) m the Af-P West balancing authority area; t~' and the Pine Bluff" Encrgy ( 'enter  (184 MW) 

and the Carvillc Fncrgy Center (449 MW) in thc Entcrgy balancing authority area. A s u m m a ~ '  o f  

the generation attributed to Kclson and Rcdbud Energy is prcwided in Fxhibit J-3. 

G R D A  

G R D A  provides wholesalc electricity to 20 wholesale customers  located in its balancing 

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

who  ov, n generat ion that they sell to GRDA" two are full-requirements customers for specific 

15 A Redbud affiliate, Kelson tir'iergy II1 I.l.C'. was recently approved as the stalking horse bidder in the proposed 
sale of Southaven Po'...er LLC ("Southaven") at a bankruptcy aucllon. Southaven owns an 810 MW combined- 
cycle natural gas-fired power plant located m DeSoto County. Mississippi. and interconnected to b~th l-ntcrgy and 
TVA. I have not atmhnted this generation to Kelson in my analysis. 

to' Ilarbinger also has acquired approxin~tely 9 percent of the common stock of Mirant Corporation F'Mirant"). 
None of the generation owned by Mirant is located in or near any market relevant for this Transaction. Other 
Ilarbinger mvestmez;ts in the utility industry are in Foreign Utility Companies. m markets not rele',ant to my 
analysis, or are holding,; of less than 5 percent, 

17 While llarbinger's ownership of Calpine shares exceeds the 10 percent level at which the Commission reburtably 
presnn~'s control. Calpme and 1 larbinger submitted to the Commission that Harbinger '~.ould not ha',e control over 
the ('alpine public utilities as Ilarbinger would not control decision-making over sales of electric energy from the 
C;dpine public utilities See (.'alpine Corporation and Its l~lblic Utility Subsidianes. Ilarbinger Capital Partners 
~',Ltstcr b'und I. Ltd.. llarbinger Capital Partners Special Situations Fund. LP.. SPO I'*anners lh L.P., and San 
l:+ancisco Partners II. 1, P.. Joint Application for Approval Under Section 203 of the Federal Power Act. I)ocket 
No FCOS-15-O{X) at pp 25-26 (filed No'.'. 16. 2007), 

I~ The output or" the Pr.or Pov.er l~lant pre'.'~ously ,.'.as sold under long-terrJl contract to (XJ&F. h~v.e,.er ] 
t lndersland [h:l[ Ihe conlact ',~ ils [er'nlinated I )ecenther  3 [, 2/tO7. 

9 
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loads under contract; and one owns generation that supplements its requirements contract ,,,.ith 

(IRDA. In addition, there arc other wholesale customers located in the GRDA balancing 

autht~rity area who arc full-requirements customers of either KAMO I-lcctric Cooperative or 

AEP. 

(IRDA operates a balancing authority that is interconnected to the O(i&E balancing 

authority area as ;,,ell as to WFE('. AEP Wcst, SPA, and Empire Electric District ("EDE"), till 

located in the SPP+ at~d to AI:.CI. Iocatcd in SERf'. 

GRDA owns approximately 1.300 MW of generation, mostly hydroelectric generation or 

coal-fired facilities. In addition, GRI)A is currently purchasing 150 MW of the output of the 

Rcdbud Fz, cility. A summary o f G R D A ' s  gcncration is provided in Exhibit J-3. 

OMPA 

OMPA provides wholesale electricity to 35 Oklahoma citics and tcr~vns that own their 

electric systems. All of OMPA's  wholesale customers are fi, ll-requirements customers subject to 

long-term contracts, .although some also receive an allocation of power from SPA. OMPA has 

tm retail customers. 

OMPA does not operate a separate balancing authority area, and its customer service 

tcrritoD' includes customers located within the OG&E balancing authority area as well as in AEP 

West and WEFC. rhe rnajority of OMPA's  load and resources are located in the OG&E 

balancing authority area. OMPA owns about 400 MW of generation, plus purchases 

approximately 250 MW, including 80 MW from the Rcdbud 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 

|cvels for a significant period of time. Market power analysis of a merger proposal examines 

whethcr the merger would cause a material increase in the merging firnls' market power or a 

sigmticant reduction in the competitiveness of relevant markets. The focus is on the effects of 

the merger, which means tbat tile merger analysis examines those business areas in which the 

merging firms are competitors. This is referred Io as horizontal market power assessment. In 

10 
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most instances, a m¢'rger ,,;ill not affect competition in markets in ,,~hich the rncrging firms do 

not cornpcte. For purposes of my analysis, 1 trcal the proposed Transaction as a merger that ~,. ill 

combine the respective shares o| ' thc Rcdbud Facilily ',,,ith generation assets attributed to OG&E, 

GRDA and OMPA. In the context of the propnscd Transaction, therelbre, the focus is properly 

on those markets in which OG&E. GRI')A. OMPA and Rcdbud Energy arc actual or potential 

competitors. The analysis is intended to measure the adverse impact, if  any. of the elimination of 

a competitor as a result of the combination. 

I'otcntial vertical market power effects of the merger relate to the merging fimas' ability 

and incentives to use their market position over a product or service to affect competition in a 

related business or market. For example, vertical effects could result if a merger created an 

opportunity and incentive to operate transmission in a 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 

ovcr fucl supplies and delivery systems. Such dominant control could undercut the presumption 

that long-run generation markets arc competitive and could injure competition by raising rivals" 

COSTS. 

Understanding the competitive impact of a merger requires defining the relevant market 

(or markets) in '.~,hich the merging firrns participate. Participants in a relevant market include all 

suppliers, and in some instances potential suppliers, who can compete to supply the products 

produced by tile merging part'ies and whose abiliD' to do so diminishes the ability of  the merging 

parties to increase prices. Hence, determining the scope of a market is fimdamentally an analysis 

of the potential for competitors to respond to an attempted price increase. Typically, markets are 

defined in 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. 

I1 
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Competitive Analysis Screen 

In December 1996, the ( 'ommission issued Order No. 592. I'~ the "'Merger Policy 

Statement,'" ,~,,hich plovidcs a detailed analytic framevvork lbr assessing the horizontal market 

per, or arising from ,:Icctric utility mergers. This analytic fi'amcwork is organi:,:cd around a 

market concentration analysis. The Commission adopted the DOJ/FTC l[orizontal .'~le't3.'er 

Guiddim's for measuring market concentration Ic,.els by the l l l l l .  On November 15, 2000, the 

Commission issued its Revised Filing Requirements Under Part 33 of the C'ommission's 

Regulations in Order No. 642, which affirmed the screening approach to tncrgcrs cons|stem '.~ ith 

the Appendix A analysis set forth in the Merger Policy Statement. and codified the requirement 

to file a screen analysis, and the exceptions thcrcfi'om The Commission recently issued 

additional guidance to confirm that applicants are expected to frarnc their arguments regarding 

the effect on cumptrtition in temps of a theury of merger- or acquisition-related harm It) 

compctitinn and. furlhcr, that while the DPT and its Hil l  metrics serve as a useful tool ur screen 

to identify mergers or acquisitions that may harm competition, the Commission's analysis 
211 extends beyond the numerical screens. 

Appendix A c.l" the Merger Policy Statement, the Competitive Analysis Screen, specifics 

a "delivered price" screening test (DP'I') to measure EC, defined as energy that can be delivered 

into a destination market at a delivered cost less than 105 percent of the deslination market price. 

The screening test also provides for an analysis of AEC, defined as energy that meets the 

delivered price test. but that is over and above that required to meet 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. If the Appendix A analysis shows that a company 

will not be able to exercise market power in the markets where its generation is located and its 

first-tier destination markets, it generally follows that the applicants will not have market power 

in more broadly defined and more geographically remote markets. 

Ig 
h)qu. 3" ('om'ermng the ('omm 'n "; Me,"g,.,:" PolitT., ,'*;tclt~,tnent I 'ruler the Feder~d Power Act, FERC Stats. & 
Rcgs. ~' 3 [.(M4 (Iq(.J()) COrder No. 592"), reh g denwd, 79 FER(7 "F 61,321 (1997) ("Merger Policy Statement"L 

21~ t'/".4 .%,(ram 203 .'~ut,plcm~.ntal Poli~ .~'[(ltr,tllvt?l. 72 fed Reg. 42.277 (Aug 2. 2007). FER( Stats. & Regs q' 
31.253/2007). and O.'~k'r on C larith'.ti~m ,md Rct.onsl<k,r~ltton. (I 22 [:[!R(" 61.157 (2(X)8) 
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The screen is the first numerical step in determining whether there is a need lbr fitrlhcr 

investigation. If a ?roposed merger passes the Appendix A screen, the inquiry generally is 

terminated If the screening test is not passed, leaving open the issue of whether the merger ,.,.ill 

create market po'.,,cr the ( 'ommission invites applicants to propose mitigation remedies targeted 

to reduce potential anti-competitive el'feels to safe harbor levels. 

Relevant Product Markets 

The Commission generally has bccn concerned with three relevant product markets: non- 

titan energy, short-term capacity (finn energy) and long-term eapac ty." Both I/~C and AEC are 

used as measures of energy. The Commission's current policy does not spccit~,, rcqttired 

analyses of capacity markets as such. Order No. 642 directs Applicants to analyze relevant 

ancdlary services markcts (specifically, reserves and imbalance energy) "when the necessary 

data arc available." There are currenHy n o  lbrmal ancillary services markets m the SPP ar'Jd 

balancing authority markets that 1 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• -l'he two measures differ merely as to the treatment of capacity used to 

meet native load requirements and other commitments. The Commission has determined that 

Iong-tcrm capacity markets are presumed to be competitive, unless special factors exist that limit 

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

AEC is the relevant measure in the SPP as well as in the balancing authority markets 1 

examine, because all load-serving entities retain the obligation to plan for and procure resources 

required to se~,e their load reliably. The Commission has accepted this view that AEC is the 

2~ I'he market for Iong-lerm capacity generally does not need to be analyzed because the Commission has concluded 
as a generic matter that the potential for entry ensures that the long-term capacity market is competitive See 
Promoting I~'~hoh,suh • Competition Through Open Ac~c~ .Von-dts~rimmatory Tr~nsmt¢sion Seta,h't,~ t~v Public 
Utilities', Recovery of Stranded Cogt~ by Puhlk Utilitws and Transmitting Uttlities. Order No, 888. I:ERC Stats & 
Regs.. ¶ 31,036 ~ 1996l. t 'he presumption that tong-term capacity n'tarkets arc competiti; e can be o',ercome it'the 
applicants ha,,e d,artinanl control ,a',er pov, er plant sites or tuel sttpplies and deli',ery systems. /his exception is 
addressed below 

13 
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relevant measure v.hen significant native load obligations remain and there is no expectation that 

the markets ot'concern ,.,,ill be restructured in the tuture to chromate such obhgat~nns.'" 

Relevant Geographic Markets  

Traditionally, the Comrnission has defined the relevant geographic markets as centered 

on Ihe applicants and on utilities 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 market in terms of {a) balancing authority areas in which applicants control 

generation and (b) fit st-tier destination marketsf' 

Further. in a merger context, the Commission considers zis potential additional destination 

markets other utilities that historically have been customers of  the applicants. I reviewed 

historical data on OG&E and Redbud's purchases and sales in order to analyze whether thcrc are 

any uther relevant markets that need to he analyzed. In their Electric Quarterly Report 

("EQR")_a filings lbr 2006 and 2007, both Rcdbud Energy and O(I&E report all of their sales at 

thc OKGE Point of  Delivery Balancing Authority ("POD-BA"). With respect to Rcdbud 

Energy's sales, it is not evident from the EQRs where the final sale ,,,.'as actually made, because. 

given the marketing agreement bctwecn Redbud Energy and Westar, Rcdbud Energy rcpnrts its 

customer tbr all sales either as Westar or the SPP E|S market, l lowever ,  Westar subsequently 

22 

23 

24 

.~,e Duke Power C~,mpanv. l.l,(', 117 I:ERC "r 62,094 (2006); Nevada Po~er C'ompanv, 113 FI!R(" ¶ 61.265 
(2005); We~tar Em,iXv Inc. 115 FERC r61.228 (20116). reh'g. 117 FERC • 61.011 t20(R'~). ,","h ~t, 118 FERC 
¶ 61,237 (2007): ..lqtlila. hw,  117 FER(" ¶ 61,276 (20061, .M~tional Gridplc. 117 FERC ¶ 61,1180 (2006); Great 
Plains Energy btcorporated, 121 FERC ¶ 61,069 (2007); EnterKv Gu(fStates. hrc., 121 I-ERC ¶ 61,182 (21X)7); 
Enterko' .4rka~'as, Ira'. 122 FERC ¶ 62.071 (21108). 

While SPP has bcen a Commission-approved RIO  since October l, 2004, and has established a real-time market 
with Commission approved market monitoring provisions (Southwest Powo" Pool, Inc. 1119 I:[!RC ¶ 61,009 
~20041 ("RTO Order'). order on ,"eh g. 110 FERC ¶ 61.137 (2005)). parties throughout the SPP lk×'Jtpnnt continue 
to have individnal load and rehability obligations. 

Inquh 3" Uom ermng the ("oft/,*F/i~stot/~ Merger Polu 3" under the Federal PG*BI(,F .41t P~)ll~l* Statement, Order 1%~ 
592 • 31,044 at 30,119 (1996); RevLwd Filing Requirements umler Part 33 o! the Commi.'~.'m;,'t ~ Regu/ations. 
OrderNo 642,¶ 31,11 i at 31,910-11 (2000). 

I reviewed I-QR filings for 2006 and 21X17 and the data are included in my workpapers. I also re; le',ved (Xi&E's  
purchases and sales ~ts reported m its 2006 FERC Form I (pages 326 and 327 ("System Purchases ti-om Others")). 
[he data reported m these forms confirm that OG&E makes very re,a, short-term energy sales, consistent v.ith the 
I)PI analysis that l have conducted For example, in its FERC Form I .OG&E reports only about 46.()110 M W h o f  
-.ales calegorized as Other Ser'. ice ("OS"]. v, hichinthe Form 1 specifies short-tenn sales In contrast. OG&Ehad 
dbotll I}50.(X}(} %t~Vb of (.)S purchases, Thtts. O(I&E v.as a net bu,.er in the market 
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ma,, market the power outside of the balancing authority area. [ understand that, m 2006 and 

2007, OG&E, (IRDA and OMPA are the only customers located in the OGE and (iRDA 

balancing authority areas that purchased pov.,er from the Redbud Facility, and these three 

customers accounted t~r less than 30 percent of Rcdbud's energy sales. The remainder or" 

Rcdbud's output '.',as purchased by othcr customers in SPP and surrounding regions, including in 

SERC and ERCO'I'. z:: On this basis, 1 concluded that 1 have analyzed all of the relevant markets. 

While destination markets typically arc defined as indi~/dual balancing authority areas, 

the Commission's  practice has been to aggregate customers that have the sarnc supply 

alternatives into a single destination market. This approach has been accepted in a number of 

merger filings. :~' \~,hilc 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 [-1S market as sufficient to allow parties to sell into the EIS market at market-based rates, z" 

I ha',e included an analysis of an SPP market based on the EIS footprint. The real-time EIS 

market began in Februar), 2007, and is based on a least cost bid-based security constrained 

economic dispatch and Iocational imbalance pricing. 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 SPP's market systems or to sell'- 

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 tbr the region, 

which is expected to provide additional SPP markets tbr ancillary services, day-ahead unit 

commitment and day-ahead energy. In addition, SPP has a market monitor in place and its 

Market Monitoring Unit conducts periodic reviews of competitive conditions in the SPP, 

including reviev, s of the EIS market. The presence of the EIS market helps prevent any attempt 

Z5 While I have not ev.luated ERCO l .  it is non-jurisdictional and. regardless, given that (Xi&E made no sales into 
the ERCOT market there is no need to evaluate the market. 

Re'. ised Filing Requimrnents, ¶ 31,31 I at 31.84,1-5, citing Atlantic (_'t O Electric Compa,y and Dehnotwa Power & 
l.lght ('ompam'. 80 FERC ¶ 61,126 (19q7), reh "g denied; ('on~olidated Edison ('o., bw. and .Vorthca.~t I_'lilitw.~, 
91 FERC ¶ 61,225 ',2000). rehg denied To the extent there are internal transmission constraints within these 
'narkets, the ('~mmi.+sJon has eonsMered smaller markets v,'ithin these single control areas as potentially rele', ant, 

¢,mtttme.st P~mer Pool. h w ,  114 FER(' ¶ 61.2~0 (2()06) 

15 
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to cxercise market power o v e r  load in the region by providing a final, ccntrali/cd m~lrkct that 

suppliers can access. This market has broad participation. 

Descriplion Of Methudology 

The Appendix A competitive screening methodology considers both economics and 

physical transmission constraints in determining the potential supply a,.ailable to a destination 

market. 1 have implemented the Appendix A analysis using a propricta~. ( 'RA model called the 

"'Competitivc Analy'.~is Screening Model" ("('ASm"). ('ASrn is a linear programming model 

developed spccifical,y to perform the calculations rcquired in undertaking the DPT. The model 

includcs each potential supplier as a distinct "'node" or area that is connected via a transportation 

(or "'pipes") representation of the transmission nctv,'ork. Each link in the network has its own 

non-simultaneous limit and cost. Potential suppliers arc allowed to use all economically and 

ph)sically feasible links or paths to reach the destination market. In instances v, hcrc more 

generation meets the economic facet of the delivered price test than can actually be delivered on 

the transmission nct,.vork, scarce transmission capacity is allocated bascd on the relative amonnt 

of economic generation that each party controls at a constrained intcrlhce. The model 

incorporates Sll.s consistent with the Commission's screens tbr evaluating generation dominance 

in connection with market-bascd rate apphcatlons." This is described in more detail below. The 

sourcc and methodology for the data required to conduct the DPT in CASm are described in 

Exhibit J-4. A technical dcscription 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 ,.','ere adjusted to reflect 2008 conditions as a representative year (e,g. ,  to relleet updated 

~EI ~ ]Jo~( ' r  ~I~.I~. I n i .  107 F'ERC f 6].OlX (20l)4L ("4.~P I " ; .  ~Jrd,t.r on rz'h g. lO~X FIiR(" t, t,1.026 (20041. 
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fuel prices, load. and gencratmn). I would not expect using an analysis using 2009 conditions to 
2 t) 

change tlly conch~sioas in any material way. 

Trml~'mission Limit~ 

Transmission capacity into and bctv.'een the relevant balancing authority area markets is 

an important input into the DPT, because it is a key determinant o f  competitive supply attd 

market sizc. At my request, OG&E transmission personnel provided SIL calculations lor 

Summer, Winter, and Shoulder 2008 seasons for the OG&E and GRI)A balancing authority 

areas and each o f  their first-tier balancing authority areas. These studies were conducted m a 

manner consistent with the Commiss ion 's  requirements in market-based rate filings, except that 

instead of  using historical data. the lbcus is on a Ibrward-looking snapshot.~° The transmissmn 

studies also included a calculation of  thc First Contingency Incremental Transfer ( 'apabili ty 

("FCITC") into the OG&E and GRI)A balancing authority areas. A description o f  the study and 

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

The Sll.s used in my analysis for the OG&E and GRI)A balancing authority arca arc 

shown in Table I below, and a more complete list o f  Slt.s tbr other balancing authority areas as 

v, ell as the balancing authority area-to-balancing authority area non-simuhaneous FCITC limits 

used in the analysis i~, provided in workpapers. As shown, the SILs into both OG&E and GRDA 

are lower post-Transaction than prc-Transaclion. This reflects the expected effi:ct o f  designating 

Redbud as a network resource for OG&E, GRDA and OMPA, and securing SPP transmission for 

delivery to their respective loads)  I 

29 

31 

In 2009, O(;&E. GRDA and OMPA also have contracted tbr portions of the Redbud Facility. (Xi&E's and 
GRDA's contracted amounts remain the same, but OMPA is increasing ti-om go MW in 2008 to 95 MW in 2009 
and 125 MW in 2010. 

SPP no longer posts balancing authority area-to-balancing authority area non-shnultancous limits At my request. 
(K3&E transmission personnel also estimated these limits tbr key paths in the analysis. For other balancing 
authority area to balancing authority area limits, I have used values from OASIS (outside of the RIO markets) and 
historical Total l'nmsfer Capacdy values tbr paths in the SPP. Given thai I have applied Sl[.s into each nfthc 
balancic, g authorit', a-ca market~, the specific non-simnOaneous limits arc not cntical in iny anatysis. 

t)G&E's transrnissun personnel also analyzed ,ahethcr the energ> from Redbud is fhlly tlcli,.erable to the 
respectl,,c ov, ners po,;t-Transaction. The study fbund that the Redbud output could be fully ,.telixcrcd 

17 
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f ~d)lc I: ' , i f . , ,  in to  ( ) ( ; & E  a n d  ( ; f i t )  % I 'hilan, . in~ ~.utln~rit.,. kr,..a,, 

Pre-Transaction (Base case I Post-Transaction 
I I 

PathJNomo~ ra~11 Bummer Shoulder Winter Summer J Shoulder } Winter 
SIL,ntoOKGE 137 594 930 106 1 564 I 889 
SIL into GRDA 258 577 45t 160 1 409 I 299 

Market Prices. 7ime .°eriod~" aml Load 

The Cotnpctilive Analysis Screen is intended to consider the ct'fccl of a transaction uvcr a 

range o|" system conditions. My analysis considers three seasons {Sun]mcr. Winter and 

Shoulder) to rcllect the diltlzrenccs in unit availability, load and transmission capacity. :2 llours 

were first separated :nto seasons to reflect difl'crenccs in generating availability and then further 

differentiated by load levels during each season. '~ Fur each season, hours wcrc segmented into 

peak- and off-peak periods. 3"~ In total, I divided the ycar into 10 different pcriods based on load 

comtitions. The ptriods evaluated (and the designations used to refer to these periods in 

exhibits) are: 

SUMMER (Jut]c-July-August) 

Super Peak 1 (S SPI): 

Super Peak 2 (S_SP2): 

Peak (S F'): 

O ff-pcak ( S_(.)P): 

Top load hour 

Top 10% of peak load hours 

Remaining peak hours 

All off-peak hours 

WINTER (December-January-February) 

14 

lqae three seasons are defined in accordance v, ith Appendix E m .-I/:.T'/. ]'he existing contracts ber,,.een CKq&E 
and OMPA v.ith Redbud Energy cover the Summer and a portion of the Shoulder seasons. In the transmission 
modeling as well as irt my base analysis I have included OG&E and OMPA*s contracts in the pre-Transaction 
scenario for the Sun',mcr and Shoulder seasons. 

Appendix A require:.,, applicants to e'. aluate 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 
avadability and. therefore, a merger could i~tentially affect competition differently in these seasons. Thus, 
applicants are directed to evaluate enough sufficiently dillS'rent conditions to show the merger's impact across a 
range of system conditions. (.)n the other hand, the DOJ'FT(? Ilortzontal Merger Guidelines discuss the ability to 
"sustain" a price increase, and a finding that a structural test (like the f l l l l  statistic) 'nolates the sate harbor tbr 
~ome small subset of  hours during the ,,'ear may not be indicative uf" any market ~)wer problems. S~,e Order No. 
~(~2 at 30.I 28-37. 

Peak and off-peak hours were defined according to NERC's definition, except that I did not consider Saturdays to 
Ix, peak days it', ordLr to better reflect load patterns "fhis assumption has no material impact on my analysis. See 
+'~l')pendlx IF + }nad,.ertent Interchange Dispute Resolu t ion  Prtyccss, [(trot Adjusmlcnt procedures, and On- and 
( ) f f-Peak Periods. 
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Super Peak (W .SP): Top 10% of peak load hours 

t'eak (~3,' ?): Remaining peak hours 

Oil-peak (W_OP): All uff-peak hours 

SHOULDER (March-April-May-Septcmbcr-October-Novcmbcr) 

Supcr Peak (SIt_SP): 

Peak (SIt_.P): 

Off-peak ( SI l_OP): 

Top 10% of peak load hours 

Remaining peak hours 

All off-peak hours 

In the particular circumstances of this rransaction, tbe only relevant systum conditions 

arc those in v.hich natural gas combined-cycle units such as Redbud arc economic and expected 

to operate. Based on market prices and the incremental costs of such thcilities, none of the off- 

peak periods are relevant to my analysis. 

In ordcr to .,.elect market prices tbr the DPT analysis. I reviewed historical systcm 

lambdas tbr OG&E, bilateral prices, real-time tEIS) market prices attd a forecast of expected 

market prices) s Each of these data sources has different attributes rule',ant to the determination 

of market prices tbr .t fonvard-looking DPT analysis. Use of system lambda as the initial basis 

for markct prices '.','as suggested in Order No. 592, but even there, the Commissiun recognized 

that ahcrnative price data might be used. >s In Order No. 642, the Commission again suggested 

prices might need to be estimated) r Finally, m A E P  1, the Commission described using "'a 

combination of observed prices from the trade press or RTOilSO data and system lambdas. ''ts 

My base case market prices were selected bascd primarily on a reviev,, of the EIS 

historical real-time prices and a forecast (by Ventyx, as noted earlier) of market prices in the SPP 

(both of which arc reported on a hourly basis)9  1 aggregated the data into the 10 time periods 

~ The tbrecast price data are from Ventyx (fomlerly Global Energy Decisions), Velocity Suite Online, a third-party 
endor of  such inlbm,,atJon. 

3+, "'Until market ln$lUutions rnature enough to re,,eal single market clearing prices, apphcants may use surrogate 
measures as long as they are properly supported." Order No. 592 at 30.13 ]. 

37 "'We are open to the use of  estimated prices, prm ided that they are accurate represcntatkms of  prevailing market 
,.onditions. rhe  accuracy of such paces must be supported by a,.ailable data " Order No 642 at 31.891. 

LR 
IEPI. Appendix F, r 215. 

Iq 
I also re,.iev.cd O(i&E's s,,stem lambda data and pricing talon'nation fi-om the (,ommissuon's [ebnlap: 2008 
market o,.ersight reaon tbr 0~e SPP region (See http v.wv. Ibrc.go~. market-o,.ersight mkt-electr]c sppasp) 
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analyzed in the DP'f and, tbr my base case prices, considered the average of these two data 

sources. 4n For the Sumntcr Super Peak period, I used a S250..MWh price that captures all 

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

order to capture the full range of prices reported in each of the datascts. 

[ also reviewed the historical operation of  generating t~aeilities in the SPP in order to 

',erit'y that my assumed market prices and the input prices that drive the incremental cost of units 

in the model were ct,nsistcnt with historical and expected operation That is, I confimacd that the 

sclcctcd base case prices resulted in units operating in the different timc periods as suggested by 

their capacity factors and information on the marginal fucl types in the SPP. a~ My base case 

prices retlcct Rcdbud and o/her combined-cycle generation meeting the economic f~cet t)f the 

DPT in all peak time periods, but not in the three off-peak periods in which coal-fircd generation 

is likely on the mar!,.in. This is consistent with the historical capacity factor of cmnbincd-cyclc 

gcneralion in the SPP, including Redbud. 4: I understand that it also is consistent with OG&E's 

expected operation t,f Rcdbud. 

While generally using a broad range of market prices is sufficient to capture any 

competitive impacts of a proposcd transaction, in this instance specifying prices correctly is 

particularly important. OG&E has some rclatively high-cost generation, primarily at its older 

gas-tired units at Seminole (three units totaling about 1,500 MW that were built between 1971 

and 1975) and Ilorseshoe Lake (800 MW of which was originally installed between 1958 and 

1969). It is my understanding that iforseshoe Lake is generally operated to address voltage 

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

4() 

4L 

42 

( ~ & E ' s  2006 sy,~tent lambas show relatively little variation, with a~erage prices of  about $55MWb for the )'ear 
($53~MWh m the Summer and Shoulder seasons and $63/MWh in the Winter). l 'his is cunsislent with reported 
bilateral pricc~ from the Commission's market report, v, hich notes an average bilateral price of $56.3.'MWh in 
2006 ( from Plans" SPP Norlb l~ i ly  Spot Price Index) and also show very litlle daily variation. 

The change in historical gas prices in 2007 and tbrecast gas prises for 2(R)g ,.,,'as used tu adjust the EIS data tt) 
2(~)8 I also adjusted the prices tbrecast by Ventyx to be consistent wtth the gas prices used in my analysis. 

l 'he Commission's Febnmo' 2008 market oversight report for the SPP region Isupt'(t note 39) indicates that the 
marginal fllcl b'pe in the region is cual and natural gas. ', 

EPA's Continuous I'mission Monitonng S.'.stcm ("CEMS") data pro',ide hourly output data on fossil generators. I 
re', iev.'ed a sutlllnaty of  the data fi'orn the \'eltv,:ity Online database that pro', ides both the hourly data as well as 
capacit) f,~ctors. 
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the Seminole facility arc kept on-line to meet reser¥c obligations and to protect against 

unplanned outages at OG&E's coal-fired facilities. Seminole and I lorseshoc l,akc ha'.c similar 

incremental costs. Depending on the assumed market price in the DP'I', the amount of capacity 

from these facilities thal becomes economic (and excess AEC) ranges li'om zero to about 1,500 

MW Even though the factors surrounding '.','hen and why Seminole and Ilorseshoc l,ake operate 

suggest they, perhaps, should not be economic tbr purposes of my analysis, my base case 

anal~,sis, in effect, takes a middle position, and uses prices that result in a portion of these units 

(about 700 MW) being economic. The impact of lower and higher market prices is rot'letted in 

my price sensiti',ity analyses. 

Ilourly loads were based on FERC Form 714 filings lbr 2006, escalated tu 2008 based on 

the tbrecasts include,J in these filings. I understand that the entire load reported in O(;&E's 

FERC Form 714 is served by OG&E. Where I did not have reliable inlbrmation on the loads of 

smaller load-serving entities that arc polcntial suppliers in my model, 1 generally have assumed 

that they have zero AI-C. This is a conservative assumption because it reduces the actual amount 

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 each supplier's capacity unavailable fi~r sale at wholesale because the 

capacity is 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 arc important determinants in the need 

for capacity to meet load and reliability requirements, my Competitive Analysis Screen does not 

reflect these requirements. 

IMPACT OF THE TRANSACTION ON COMPETITION 

Horizontal Market Puwer 

The Transaction is Driven hv the .~'ed to Meet Statuto~' Load and Reliability Obligations 

OG&E. GRDA and OMPA are currently "short" capacity relative to their load and 

reliability obligations. Each is obligated to secure resources necessary to meet their native and 

reqtnrcments loads and reliability obligations. Absent their existing contracts with Rcdbud. each 

company requires additional generating resources. When ()(i&E. GRDA and OMPA buy the 
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Rcdbud Facility, each will have some excess capacity as compared to their reserve requirement, 

ahhough this surplus i,'; short-lived. Utility investments tend to be lumpy, and hence, this short- 

tcnn excess is to bc expected. O( i&E's  expected load gro,.vth '.,,'ill eliminate any temporary 

excess supply by about 2012. and GRDA and OMPA similarly ;;'ill once again require additional 

resources by about 2015 and 2010. respccti~,cly. 

As shown in Table 2 below, OG&E is currently capacity short without the 3(}0 MW 

contracted from Rcdbud in 200,~. Without the purchase of Rcdbud, OG&E will remain capacit? 

short through 2012, i.e, in the absence of the Transaction it would need to purchase capacity (or 

enter into additional contracts) to meet a 12 pereent SPP capacity margin requirement, a~ OG&E's 

short-term peak load gtov,'th is lbrccast to bc in excess of I00 MW per 5'ear, but settles at about 80 

MW per year post-2009. With the Redbud Transaction. O(;&E ",,,'ill bc slightly long on capacity 

rclatix e to its load and :cscr've requirements, but this excess is ,.~,orkcd offby about 2012. as sho,>, n 

bclo,,~. Table 2 reflects the 300 MW OG&F, contract with Redbud in 2008 and 2009 (July- 

September). I fOG&E did not buy a share of Redbud, it presumably would have had to replace the 

300 MW ;vith another purchase going-forward Thus, the incremental generation owned or 

contracted tbr via this Transaction is 310 MW (610 MW of Rcdbud minus 300 MW purchase), a'~ 

lable 2: ( ) ( ;&E I.oad and I{esourre Ilalanrc, 21)08-2012 

Peak Load (:",1 W) 

C'apacity Requirement ( 12% Capacity ~'.targin) 

Capacity plus Net Purchases 

Excess (Shortfall) 

Redbud Contract Purchase 

Redbud Purchase 

Net Excess (Shortfall) 

Net Projected Capacity Margin 

2008 

5.986 

6.8()2 

6,612 

200q 

6.107 

6.940 

6.612 

(190) (328) 

300 

I10 

13.40% 

300 

310 

282 

15.44% 

2010 

6.192 

7.036 

6.612 

(424) 

610 

186 

14.26% 

2011 I 2012 

6.279 6.349 

7.135 7.215 

6.612 6.612 

¢ 523) t603) 

0 (I 

610 

87 

13.06% 

610 

12.09% 

GRDA also is capacity short, as shown in "Fable 3 below. Its current needs are just being 

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

43 
( ;tpac~l',' margin is cah:ulated as (('apaciD: minus Peak l.oad).Capacity" 100. 

44 
[,,r the tnon(hs no( cc,.ered by the existing contract, the incremental generatkm 

~2 

is 610 ,M%V 
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Redbud v.ill rest,It in (iRDA having some excess capacity relative to its load and reserve 

requirements until this excess is ;vorked of f  by about 2015. Table 3 reflects the 150 M W ( iRDA 

contract with Redbud in 2008 and 2009 (July-September). If GRDA did not buy a share of 

Redbud, it presumably v, ould have had to replace the 151.) MW with another purchase gomg- 

forv.ard Thus. the incremental generation ov,'ned or contracted Ibr via this Transaction is 280 MW 

(430 MW minus 1511 MW purchase). 

I,ddc 3:t',1111 ~. I o:td ;lllll I,~t'MHIrt t I{:lhlllVt', 2111,~-2012 

- ~  

Peak t.uad (M\  ~, ) 

2008 

1.243 

2009 21110 

i 1.384 
I 

1 2614 

( 'apaci b Reqmrcment ( I 2% ( 'apacitv Margin 1.413 1.441 ! I , ,  , "~ 

"Capacity, plus Net Purchases 1.235 1.291 'l 1,201 

Excess (ShorttMI) (l"g) I (150) 
15() 15(1 

0 280 

(2~) 280 

i I025% 26 32% I 

Redbud ('ontract Purchaz, e 

Rcdbud Purcha~,e 

Net t xcess (ShorttMI) 

Net Projected (apac i  b Margin 

(282) 

430 

148 

19.58% 

2011 2012 

1.413 1,443 

1,6116 1.640 

1,291 1.291 

(315) (340) 

0 0 

430 I 430 

115 i 81 

17,90°,, ', 16 15% 

Finally. as sh,v,,¢n in Table 4 below, OMPA also is capacity short. With the Rcdbud 

Transaction, OMPA uil l  have a very short period betbre 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-fonvard 

Thus, the incremental generation owned or contracted for via this Transaction is 75 MW tbr 2008, 

60 MW for 2009, and 30 MW lbr 2010. 

I:ible 4: ( )MP ~. I.oad anti ~t,%ollrt.c I~alallce. 2008-2012 

Peak Load (MW) 

Capac ty Requirement t 12°b Capacity Margin) 

Capacity plus Net lhlrchases 

Excess (Short fall) 

Redbud Contract Purchase 

• Redbud Purchase 

Net 1 xcess (Shortfhll) 

Net Pro.iected ( 'apacity 5,!argm 

2008 2009 

663 674 

753 766 
I 

656 656 

( 9 7 )  (110) 

80 q5 

0 60 

(171 

t} 92°0 

45 

16.89" ;, 

2010 

684 

777 

30 

(2) 

1174% 
I 

2011 l 2012 

6£13 I 7(13 

7NN 799 

620 620 I 661 

( 1571 (1681 ~ (1381 
i 

125 0 " 0 

155 155 

113) 17 

1058% 13.,~5% 

23 



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

Exhibit J-I 

There A" Limited Load in the Reh,va.t Bahmci.g .-luthori(v ,-lrea.~ m~t .-Ilrea~tv Sutt/ect t~J L~mg- 
72"rm Reqttirentents ( 'ontract~ 

There are no wholesale customers located within the O(i&E (v,ith the exception of  

OMPA) or GRI)A balancing authority areas who arc not already served under long-term 

arrangements at fixed or formula rates, a'  so that any compctiti,,c concerns about a lack of  supply 

ahematives for customers in the balancing authority areas post- 'fransaction are purely 

theoretical. 

With the exception o f  OMPA,  all wholesale customers within the OG&E balancing 

attthority area are requirements customers of  OG&E with long-term contracts, although a fc'~. 

also receive an allocation o f  power  from SPA. 4~' Thus, other than OMPA. these customers are 

not participants in wholesale markets. OMPA has generation and load outside o f  the OG&E 

control area. but bct,.vcen its ov.'ncd generation and its ctmtractcd supply. 4" most ,at its energy 

r e q u t r c n l e n t s  a re  already met. 

( IRDA and OMPA are state go' ,crnmcntal  agencies that transmit and doll',or electricity to 

cities and tov, ns  that ov,'n their own electric systems and arc served under long-term agrecmcnts 

with the state agencies. 

GRDA has 20 v,holesale customers located in its balancing authority area. Most are full 

requirements customers, including some v,'hose ov,,ncd 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 

generation that supplements its requirements contract. In addition, there are other wholesale 

customers located in the GRDA balancing authority area who are lull requirements customers o f  

either KAMO Electric Cooperative or AEP. 

J5 

46 

4 ~ 

As noted earlier, these fixed or tormola ratcs are unaffected by the I ransaction. 

A current v.holesale customer of  (X~&E (v, ith approximately 20 MW of  peak load), has indicated its intention to 
temfinate its agreement with CK.;&E, subject to securing an ahemati',e long-term supplier. Whether or ',,.hen the 
c,~ntraet ',,,ill be termina.ted is unkmw, n at this time. 

I )XtI:'A's total peak load in 21)06 was 660 MW. of  which 446 MW was located in the (Xi&[" balancing authority 
area. In addition to z 25 MW purchase fi'om OG&F, OMPA owns approxinmtcly 275 M% of  generation in the 
t~(i&E balancing au*horib" area zmd is currently purchasing S0 M\V t?om Redbud OMI'A also manages an 
allocation of hydropo.,.er ti'onl SPA lbr SOtlle o | the  cities it seP.es 
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OG& E Does Not Ihtv,., Market-Ba.wd Rate ..tuthority For Sah's ht Its Bahm~'ing Authority .-h'ea 

OG&E does not have authority to make v,'holesalc sales ;vithin its balancing authority 

area at market-based rates. This eliminates OG&E' s  incentive to use an',' pcrcci,,ed increase in 

generation market pov,'cr to raise market prices within its balancing authority area, 

not,,,,ithstanding the fitct that there are no unserx'ed wholesale customers in the area, other than 

OMPA,  as noted abo~ c. "~ 

In compliance v,'ith Commission Orders regarding their applications to retain market- 

based rate atuhority. I)G&I- has submitted cost-based rate tariffs for sales (based on defauh cost- 

based mitigation in Order  No. 697) "~'~ within the ()G&E balancing attthority area. ~" OG&E has 

committed to sell at incremental costs plus 10 percent for sales less than one svcck within the 

OG&E balancing authority area and file with the Commission any sales longer than one ",'car. 

(.)(i&E has agreed not to enter into agreements to sell for durations betv,'een one wcck 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 arc authorized to 

make market-based rate sales into the EIS market. 51 For sales outside o f  the OG&E balancing 

authority area, OG&E also is 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 O G & E ' s  acquired share o f  Rcdbud. 

Further limiting, if not eliminating, any incentive tbr OG&E to increase prices in its 

balancing authority area (assuming, as is not the case, that there ",,,'ere wholesale customers 

seeking supply within the balancing authority area) are the sharing mechanisms approved and 

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

4x Even Jr'market paces '.,.'ere 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. 

49 
Market-B~t~'ed Ratc~ For ll'holt, sale Sales Of  Electric EnerKv. Capacity .4nd.4m'illa~ T Setaice~ l~v Public (/tilities, 
Order No. 697. FERC .Stats. and Regs. r 31.252 (2007) (coditied at 18 C F R  Pan 351 COrder . \~ 69T'). and 
()rder C'lan~'ing Final Rule, 121 FER£" ¶ 61,260 (2007) ("('/ar!/ication Order"). 

sll 51',.' Docket No. ERq7 4345 et ul., April 20, 2006 and Angt~t 25. 2006. 

:'1 .~;,utlmc~t Pol~er l~,,o.,, lnc 114FI:R(.I. 61`289(2(X)6). 

52 Oklohom~l (ius and Elec trio ( )Jtnpat(v. 114 FI':RC ¶ 61.297 (2[)06). 
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credit retail customers 80 pcrcent and 100 percent, respectively, of profits from o f f  system sales, 

and O(i&E's  FI~RC tariff requires it to credit cerlain v, holcsalc custnmcrs 90 pcrccnl of the 

profits from off-system sales in somc time periods. These sharing mechanisms reduce any 

inccnti,.c tbr ()(i&E to increase market prices bccausc shareholders capture at most only 20 

percent of any gains ;'rom their off-syslcnl salcs. 

The incentives of GRDA and OMPA. as state municipal government agencies, are to 

kccp market prices lew. There arc no shareholdcrs. 

Redhud R~Tre.~'ents a Small Share ~[Generation in the Sf 'P aml there, is a Signi/~cant Amount ~[ 
Ecouonlically-Similar Generation iu the Ret~ion 

The SPP HS  tbotprint has about 47,000 MW of generating capacity. Rcdbud's capacity 

represents about 3 percent of this total generation. 

There also is more than 8,000 MW of gas-fired combined cycle capacity that is of similar 

,,int:Jgc and operating characteristics as Rcdbud in the SPP. and almost 20.000 MW that has bccn 

added in arcas first-tier to the OG&E balancing authority area between 2000 and 2006. This is 

c,.idcnce that there is a significant amount of combined-cycle generation not controlled by 

OG&E. GRI)A or OMPA such that competing generation is still available within the relevant 

markets after the purchase of Rcdbud. 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 either from rival generators inside the relevant markets or from 

imports using available transmission capacity. Based on preliminary transmission analysis, even 

in the summer peak season, post-Transaction OG&E can import more than 100 MW and GRDA 

more than 150 MW el 'energy on a simultaneous basis (see Table 1). In other seasons, the import 

capability is substantially higher. Also. the individual transfer limits (FCITCs) from some first- 

ticr balancing authority areas are substantially highcr than the SII,, indicating sufficient 

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

Given the amount of third-party generation located in and around the relevant balancing 

authority arcas, and in the EIS market, it is evident that thcre is sufficient rival gcncration to 

scr'.e any demand in the OG&E or GRDA balancing authority arcas (notw ithstanding thc fact, as 

noted, there is no such load). 
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Rcsldt~ ~/the DPT 

The I)PT analyses I conducted rctlcct the existing contracts tltat OG&E. (iRDA and 

OMPA ha',e tbr thc output of Rcdbud pre-'fransact~on. Specifically. in the pre-Transaction 

scenario, these existiag contracts are incorporated by assigning 300 MW to OG&E and 80 MW 

to OMPA ill tile Summer and Shoulder seasons and 150 MW to GRDA, in the GRDA balancing 

authority area, during all seasons. ~4 In the absence of this Transaction, such contracts v,,ould 

either be extended or replaced by contracts with some other party, as the nccd to mcct load and 

reliability obligations would require OG&E, GRDA and OMPA to contract tbr additinnal supply. 

My understanding is that each of these parties has a transmission agreement with SPP for 

dcli'.ery of the currently contracted power to their loads. When OG&E, GRDA and OMPA 

acquire additional ownership shares m Redbud, they ,.','ill need additional transmission to deliver 

the pm~er to their respective loads. As a result, transmission capability rote the OG&E and 

(IRI)A balancing authority ~lrea changes as Redbud is dispatched to supply the respccti,,e shares 

to its ne~.~, o w n e r s .  

I discuss tile results of  tile DPT below, but I note that the rcsuhs are materially afli:cted 

by changes in market size between the pre- and post-Transaction analyses. The change in market 

size makes the standard I l l l l  metrics difficuh to interpret and not necessarily gotxt indicators of 

the actual impact of the Transaction on competition, l t t l l s  typically are intended to be a static 

measure merely reflecting shifts in market share rather than changes in market size. Here, three 

factors affcct the size of the balancing authority area markets 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 transferrcd from the OG&E balancing authority area to the 

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

54 

While this treatment reduces the absolute increase in capacity acquired as a result ot'tbe transaction, it also reduces 
the deconcentrating et'ti:ct of  the Transaction arising t?om the thct that Redbud generally has more AE(" than do 
the buyers. 

tXi&E and OMPA ha',e contracted tbr the same seasonal perkvds (June-September). OMPA's  conlmct is through 
21tie. and its purchase increases from 80 MW in 21108 to 95 MW in 201~1 and 125 MW ill 2010. Since the OG&E 
,rod ()MPA contracts are t~)r June-September. they arc re|cvant to my pre-'lransaction analysis of the Summer 
,eason. These contracts also are in effect in part of  the Shoulder season lone month only), and I included them as 
,uch in order to be consistent with the transmission anal>sis conducted by t.Xi&E. IIo;ve'.er. I also include a 
~,ensitit it'. analysis thlt ,.It,s not include these pre-l'ransaction contracts in tile Shoulder 

27 



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

Exhibit  .I-I 

;~, ithm the O(I&E balancing attthority area (thus. reducing market size) and increases the amount 

of  g,.'ncration "'v, ithin'" the (iRDA balatzcing att(hority area (thus. itzcrc'asing market size). 

Second, during time periods when OG&E. GRDA or OMPA have an AEC deficit pro- 

Transaction (i.e.. their loads arc in excess of their economic supply), some portion of the 

additional generation supplied by Rcdbud first offscts any "'negative'" AEC, thercby reducing the 

markut size. Third. transmission reservations ,.,,ill be required from SPP in order In deliver 

ownership shares of Redbud to rcspectivc loads post-Transaction (i.e.. designation as a network 

resource), which could have an effect on transmission a;'ailability. While the fonalal analyses 

required to grant the new rese~'ations will he conducted and approved by S|~P, s|udics conducted 

by O(I&E transmission personnel indicate that dispatching Rcdbud to the new owners reduces 

the S[l.s into the OG&E and GRDA balancing authority areas. 

While the transmission data reflect the change in SII. resulting from the change in 

ownership and dispatch of thc Redbud Facility (sce Table 1), they do not reflect the counterflow 

effect that occurs when (}RI)A rcserves and schedules an additional portinn of the Redbud 

Facility for dclivci'?,' to the GRDA balancing authority area. This should increase the ability to 

import into the O(i&E balancing authority area. ss While this countcrflow effect is completely 

hidden by the use ot" the SILs, it is clear from the balancing area-to-balancing area FCITC 
• 5 6  transmission limits, as shown in "Fable 5 below. Pro-Transaction import levels from GRDA to 

OG&E are 331 MW (summer). When an additional 280 MW of Rcdbud is dispatched tbr 

delivery, to GRDA post-Transaction, the import lcvel from GRDA to OG&E increases to 600 

MW (summer) as a result of the countertlow. It is also notable, as compared to the S1Ls reported 

in Table 1. that the balancing authority area-to-balancing authority area limits into OG&E arc 

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. 

55 
Under SPP's tanff, it is my understanding thai i fGRDA has a schedule (NITS or Firm) to deliver 1Is energy from 
Rcdbud in OG&E's  balancing authority area to the GRDA balancing authority area. then rival suppliers could 
counter-schedule against it (on a finn or non-firm basis) and potential supply in the OG&E balancing authori b' 
a:ea ','.ould be unchanged. (In tact. to the extent that the rival imports were pro','ided by mt~re than nile supplier. 
1he I t l l l  assuming counterflows are scheduled would be lower than assuming GRDA's  capacity ren'tains in the 
lu~rket ) 

'~bbre'.iattons in th,: table that differ front Ill)' US,.: are I:'SO=AI-P \",est. S~.t, PA-SPA. I-NIR Entergy, 
\~. [2RI--\\ R 
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l a h l t ' 5 :  t ( l l ( ' l i l l | i h i l l h )  t l f i & l ( l | a l a n c i . t ~  l u t h m i t x  %rt'a 

Pre-Transactlon {Base case) Post-,rransactlon 

Path/Nomo~ram 
GRDA to OGE 

Summer 
331 

Shoulder 
127 

PSO to OGE 1393 1269 
EN'FR Io OGF 97 442 
SWPA to OGF 800 299 
WERE to OGE 326 165 
WffEC to OGE 400 570 
AECI Is OGE 440 762 

Winter Summer Shoulder Winter 
355 600 276 580 
1800 1441 1315 1868 
648 74 416 620 
532 785 283 818 
280 312 158 281 
468 409 57t 468 
1150 404 715 1087 

In light o f  these facts, I conducted an alternative additional DPT analysis for the O G & E  

balancing authority area (which I te rm the " 'FCITC Case"),  to account tbr the much  higher  

import capability' than reflected in the SILs. 57 1 used the import capabili ty from AEP West IPS()  

in Table  5) to OG&I-  as a proxy lbr the ability to import from a single source. Any  economic  

supply located ',,,ithin AEP West. or v,,ithin two v,'heels o f  AI".'P West  can be imported into the 

O G & E  balancing authority arca if it is cconomie  and deliverable.  

Finally, 1 also analyzed the results assuming  that G R D A  does not immedia te ly  need its 

Itfll incremental  share o f  Redbud to meet  existing load requirements  (which 1 term the " 'GRI)A 

Case") .  Based on G R D A ' s  current load and resource estimates,  it will not require all o f  its share 

until about 21)15. G R I ) A ' s  existing fleet o f  generat ion consists nearly entirely o f  hydroelectric 

and coal-fired generation,  and the energy from the Redbud Facility is unlikely to economical ly  

displace these existing resources. Under  these circumstances,  G R D A ' s  share o f  Redbud located 

in the O G & E  balancing authority area would constitute G R D A ' s  excess resources. For this 

purpose,  [ assume that G R D A ' s  share of" Redbud over  and above its existing 150 M W  contract  

amount  remains  in the O G & E  balancing authority area (rather than being exported to the G R D A  

balancing authority area). The  theory is that if G R D A  has no need for additional energy from 

5 ~ My understanding is that SILs are calculated pursuant to the Commission's approach (descnbed in Appendix E of 
4EP D. v*hich groups all the first-tier markets as a single exl'~ning entity, l'he effect is thal the SII. may reflect a 
limit reached fi)r the group (i.e.. fi'om all directions) thai may be lower than the amount that can be imported over a 
single (or even muhiple), alternative path(s). For example, ifa constraint is rtraehed in importing fi'om the Entergy 
balancing authority area. the Sit. determination stops, even though it is pos.stble that substantially more power 
..ould be imtx~rted t'rom another source, such as AEP West. The resuh is a SIL that may substantially understate 
,mlxm capability into a market fi-om any particular direction, i understand that this '.'.'as an issue in  a market-based 
late pnlceeding on behalf of Arizona Public Service (see/IJ~(tavit r?fRonahl R. Calvert. Docket Nos. E R00-2268- 
~:4)0. el  M. Febnlar;; 20. 2007). ,.'.here the Commission ultimately accepted the NIL developed based on an 
ahemati,.c scaling nethodnlogy in order to a'.oid this problem. Pmn.ch, West (~tpit.I ('mporation ct al.. 120 
IE R(. ~ 61 . I  53 (20117) 
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Redbud in an',' g i ' , en  period, its share o f  Redbud that is in excess  o f  150 M W  will ilot be 

dispatched to serve its load. As  such,  rather than " 'mov ing"  it f rom the O ( i & E  to the G R D A  

balancing authori ty area, G R D A ' s  share o f  Rcdbod m excess  o f  150 M W  remains  as supply 

potentially a,,ailable in the O G & E  balancing authori ty area. 

The Ibllo'.s ing are the results o f  the [)P I'. '~ 

SPl '  EIS Market .  In the SPP EIS market ,  ~') the markct  is unconcentratcd and the I l l l l  

changes  are negat ive ,  ref lect ing the lhct that the Transact ion results in transt~zrring AEC" Ii'om a 

relat ively large market  part icipant (Redbud and its aff i l iates)  to three smal ler  entities, as sho,.,~n 

in Table 6 below and in Exhibi t  J-6. "n The  Transac t ion  also passes  the E(7 measure ,  with small  

ti111 changes ,  as sho,..q~ in Exhibi t  J-6/'1 

lablc t,: %', ailablv l'ir.ni..ic f apa¢iI). NPP I"I ~, ~,lar kcl 

lamed 
s_s~ $250 
s_sp2 $t20 
sP $75 
w_sp $85 
w_P s60 
~ s P  $80 
SH_P $56 

QRDA ~ OKi3E ~ ~ ~ CIN~A 

50 05% 2013 21 3% 158 1 1% 0 O~'o  9429 987 299 32% 422 45% 50 05*/o 9416 
57 06°, ,;. 2C~2 21 1% 306 32% 0 00% 9586 9@12 30B 32*/* 5710 6&/~ 54 06% 9557 

241 24o10 197~ 199% 0 00% 80 080/o 99~ ~4 48~ 51% 0 00% 144 15°/o 96~) 
230 2~ ,~  2.263 22_1% 501 49% 0 00% 1025B 9(~ ~ 45~/o 1037 101% 128 12% 10250 
4.25 46% 1815  195% 0 00% 68 07% 9319 96B 570 64% 0 00% 175 20% 8902 
367 33% 175a 15~/. 980 86% 149 13°1o 11.161 794 56B 51% 1.1~ 103% 196 I~P/o 11.161 
165 20% 1255  156% 0 00% 97 12°1o 8046 BBB 287 36"1, 0 0 ~  115 1 ~  7951 

I 
HIt 

794 -193 
8H .f81 
863 .131 
/85 .214 

.136 
735 
B14 -$3 

58 

59 

60 

l,I 

Note that the tables i~nd exhibits reflecting the DH" resuhs refer to "Kelson" rather than "'Redbud'" in the pre- 
l'ransavtion scenario. [his is because the energy reflected in the DPT includes supply from the Redbud Facihty as 
'.,,ell as t¥om the other generating facilities attributed to Kelson 1br the purpose of my analys~s. 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 calculation o1" the market IIIII. My workpapers ("Supplier Reports") detail the MW, share and 
11111 contrlbutmn of each market participant, including Kelson. 

The SPP HIS market consists of the entities participating in the SPP's EIS rnarket and a conscrvati,.e estimate o1" 
imp~wts, as described m I-xhibit J-4. 

The post-Transaction MWs reflected in this and subsequent tables reflect the incmmemal purcha~s of Redbud 
over and abo'.,e the amoums (Xi&E, GRDA and OMPA have already contracted for (which are reflected in their 
pro-Transaction shares), a total of 610 MW, devated to reflect forced and planned outages Pre-Transaction. 
Kelson is also shown attributed with affiliated generation either located in the relevant destination market or 
allocated a pro rata sham of imports. In addition, I have modeled two incremental cost segments for Redbud's 
,autput in order to reflect the fact that a portion of it is available ,.ia duct-firing (this same tmatmer~t was applied 
• ,,.here applicable for ~ther suppliers in the analysis). I'hemtbm. not all of Redbud's capacity meets the eeonmnic 
lacet ot'the DPI" dunrg the non-Su~r peak periods. 

1 he Exhibits mflcct resnlts tbr all ten tmre pcnods, ahhmlgh the tables it+ the text reflect on1", those periods v.hen 
Redbud Js economic I ,,u,n~tr peak and peak periods) the t.Zxhlblts also reflect thc tC results. 
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O(J&E Balancing Authority Area. For the O(I&E balancing authority area market. 

shov.'n in Table 7 belov, and Exhibit J-7, the I t l i i  ranges fronl uncnncentratcd (in the winter and 

shoulder peak pcrinds) to highly concentrated (in the super peak and summer peak periods). The 

I l l l l  changes range from very negative (;vhen the Kclson pre-Transaction market share ts 

signd]cantly greater than O(-i&E's) to ve%' positive (v,hcn both OG&E's  and OMPA's  market 

shares increase post-Transaction). 

I ; d l l c  " :  ' ~  . d l ; d ) l c  I' c . n o m i c  ( ' , q ~ ; i c i l ) ,  ( )(  , &  I I l a l ~ m t i n ~ .  ~.ulhl~ri l~ x.i ~';I. I'l;l*.t, ( ;=~t' 

o P,.-'rm~=~n ]1 Pot :r~=am.  
GRI3A I¢,ei~n 01¢3E O ~ A  ~ Oe, t ~  

Period Pd~  ~ ~ MN Sham ~ ~ ItlN gt i l r l  Ml~$1ae, Ht l  M/¢ Shro MW Shm'~ MIN ~lam MktStzo 
SSF'I ~ 1 01% 605 640O/¢, 158 169% 0 00% g133 4..9~ 2 03°1o ~ 65~ ,  .50 7 ~  641 
S_SP2 $120 1 01% R06 56(?/o 306 2830/o 0 00% 1.0~1 3 . ~  2 03°1o fiR) 71~ ,  54 69% 7~B 
S P  $75 2 03°1o t'3C4 7B30/o 0 00% 80 101% ~ 5.948 3 12% 0 013°1o 144 Ul~;~ 250 
WSP ~ 5  8 04010 1.098 471% 501 215% 0 00% 2,32;2 Z I ~  14 07% 1.1337 505% 128 62°/o 2054 
W_P $60 8 05% 798 478% 0 0(3°/o 68 41% 1.t:167 24,25 11 11% 0 00% 175 1640 1.064 
~t_SP $80 4 02°'0 ~7  2fi~t, 960 ,I+48°/o 140 70% 2_142 279[3 6 03°1o 1155 603°1o 195 102°1o 1913 
SH..P ~ 0 00% 276 301% 0 00% g{ 106°/o 917 12~ 0 01% 0 00% 115 170°/o 67r~ 

In this case, the FCI l'C case better reflects potential supply that can be imported into the 

OG&E balancing aulhority area. Under some circumstances, the SlI,s based on an aggregation 

of all import sources may result (as it does here) in a limit that is far Inwcr than the amount that 

can be imporlcd over single or muhiplc alternative paths. While the FCITC case uses data for 

the AI".P West-OG&E path. which happens to be the highest o|" the individual paths (scc Table 

5), it still is conse~'ativc in that it is possible that the simultaneous 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 is 

distinguishable because 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 perk~.t, l f  l did not include 

the existing OG&E and OMPA contracts in the Shoulder scason, the single screen failure 

I 
HN 

HH O~. 
4.519 -41 
5287 1.303 
3.527 -2421 
2753 4 

673 -1.751 
3823 1(330 

6~5 -'.343 
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disappears,  as shown at the bot tom o f  Exhibit J-8.": Since any screen thilure is tbr a single t ime 

period and hence, is non-systematic ,  and also is el iminated with this minor  assumption change,  it 

should not be concerning.  

l a h h '  8: X',:dlald¢ F i c t . t .m ic  Cap;wi t ' , .  t ) ( ; &  E t'hdancinL, ' ~ u t h . r i t )  Xrcn. I.( I I ( ( : r . c  

t ~  } [ Fea-t~ 

Pe~od PhcI MN Shoe MIN ~are MN S h ~  M N ~ e M I ~ S I , ~  
S _~°1 ~ 5 0 2% 901 41 2=/0 l.r~ 72°/o 0 013% Z 188 
S_~2 $11;0 6 0.'~,~, 8~  382% 306 131% 0 06o/o 2336 
S P $75 27 1 3°1o 876 428°1o 0 00% 80 39'1o Z047 
W_SP ~ 18 06°1o 1 ~  ,~04°1o 501 157~/0 0 00% 3~[]2 
WP $80 17 07% 940 371% 0 06O/* 68 2I*/* 2.52;2 
SH~P $80 9 03=1o 73~ 260'1o 980 341% 149 53=1o 2818 
SH_P $66 0 06O% 3;~ 208% 0 06o/o ~I 61% 1.5~ 

1 
Mid Mid Mkt HI-I 

HHI ~ ~ MW Sham MIN 51"~ MI~SIm HN 
Z053 27 14% 422 213=1, 50 25% 1976 1.145 .907 
I~ 32 15~Io 570 2~6O/. 54 26% 2129 12~2 4~. 
21~  52 33=/o 0 00% 144 91% 1,.~ 1,12B -1,0~0 
2009 36 1 2o/0 1.a37 342o/0 128 4 2% 3.Q3a 1.~>1 4 ~  
1.~]0 ~ 13=1. 0 00% 175 86°1o 2,043 564 -1.0t36 
1,£63 13 05o/0 1,156 4~3=/o l ~  73% 2,1~36 2,176 213 
888 0 06olo 0 06O/. 115 81% 1.430 ~B7 -221 

The G R D A  case also represents a credible scenario in terms o f  evaluat ing potential 

supply in the O G & E  balancing authority since, as discussed above,  G R D A  may  not need supply 

in excess o f  150 M W  in the short-term. It wot, ld make  little sense to move  this Rcdbud supply to 

the G R I ) A  and then have  it compete  to be re-exported into the O G & E  balancing authority area. 

The  results o f  the G R D A  case (again, with imports  based on the FCITCs)  arc shown in Table  9 

below and in Exhibit J-9. Thcre  are no screen ,,iolations. 

I : l b h ' q :  '~a i l ;d f l v  F : con .nJ i c ( ' ap ; i c i t ~ .O( ;&F :  l~a lanr in~.%tnthmi t }  ' t r ea . ( ;R l ) *~ ( ' a , ; e  

[ ]1 P=,..-'r,-+-.=b I 

S_St:~ $250 5 0~/0 gO1 4 ~ / 0  t.r'B 72=/0 0 00% 2 1 ~  2053 2 ~  1190 422 tg~ ' ,  90 23°1o Z134 1066 -98B 
S~P2 $120 6 03% 8~  382=/* 305 131% 0 00°/0 2.336 1.888 255 112=/o 570 249°/0 54 24% 2286 1.163 -T25 
S_P $'75 27 13% 876 42-8*/* 0 O6O/0 80 39=/0 ZC47 Z178 27~ 160°/* 0 0(~/0 144 82°/0 1.743 1986 -1.088 
W.SP S85 18 060/0 12£2 404% 501 157% 0 00°/0 3.2~ ZC£19 248 ~8% 1,(3~7 324°1o 128 4.0% 3.1~/" 1,412 -587 
W_P $B) 17 07% 940 371% 0 00°/0 68 27% ZS32  1,588 161 76°1o 0 00% 175 82% 2,124 542 -1,046 
SH_~P Sfl0 9 03=1o 733 266O/0 £60 341% 149 53010 2.818 1,9~ 208 74% 1.155 410°/0 tcJI5 69010 2.814 1.gGrl 28 
SH_P ~ O 00% 332 20EP/0 0 00% g7 61% 1.9~2 808 122 82010 0 0~/0 115 77~/0 1.508 ~ -246 

G R D A  Balancing Authori ty Area.  For the G R D A  balancing authority area market ,  

shown in Table  10 be low and in Exhibit J-7, the market  is highly concentrated and the H H I  

~,2 I'his ease is relevant, and perhaps more representative, because OG&l-'s and OMPA's existing contracts with 
Redbud cover only one month (September) out of the six Shoulder months. I included the contracts in the 
";houlder base case in order to cmltbm~ v, ith the assumptions made in the transmission n~deling, lhe tllll change 
I~r the Shoulder sup.'r peak period is actually negative :,,hen the OG&E and OMPA contracts are not irtcluded on 
the pre- ! ransaclion Shoulder season. 
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chanzes are very high in the P, ase ('ase. ''~ The t1111 changes arc largely driven by GRI)A's  share 

incn.'asing signiticanlly post-Transacti(m v. ith the addition of  its share of Rcdbud. 

I ;d~lc I lk  ~.',;dh*hlt' I . ¢ u n ~ n l i c  ( ' a p a c i l  3. ( . l i d  ~. I tal ; l l lci l l~ 'k l l thori l}  Arc; i .  I{:l*w { :P.c 

II 
~ ~ ~ 13RI~ QKGE 

Ml~ ~ Mid M~ Mkl Mid 
PeV, od ~ M/V ~ MIN ~ IWV ~ Ill~/ ~lmm MklSIm Hll MIN ~ MN ~ MIN Sha~ M4SIm 

S_SP1 $250 50 164% 60 221% 2 08% 0 00% 308 1.272 2cA8 651% 4 09% 0 01% 4.58 
S_SP2 $120 57 182°1o E 223"1o 4 14010 0 03010 315 1.308 306 656% 5 12©/o 1 01% 466 
S P $75 241 48~;, 7~ 151% 0 OOR,£ 1 01% 488 2777 488 753°1o 0 03010 1 02% 649 
W_SP $85 230 33~/o 19E 29301= 0 03010 0 00% 687 2(348 459 60Y.~. !2 16% 15 20% 75~ 
W_P $60 425 48~zo 14~ 164°1o 0 00% 3 04% 882 2865 570 65~b 0 0301. 18 2301. 868 
SH_SP ~80 367 7~9o/o 214 226°1o 0 03010 33 35°/o £44 2.114 5~ 583010 0 03010 41 42% 975 
~H.P ~i5 1615 222% 22 29o10 0 03010 3 04% 742 £09 ~ 41~/o 0 0~/o 2 03*/0 ~86 

I 
HIt 

H~ O~. 
4384 3.113 
4458 3150 
5765 2988 
3788 1 740 
4365 1 700 
3.529 1.416 
1984 1.(J25 

In the (iRDA case, when the GRDA share of Redbud over its existing contract amount 

rcmains in the OG&E market, the results arc significantly better, with only two nominal screen 

violations, in the summer peak and shouldcr super pcak periods, as shown in "Fable 1 lbclov.' and 

in Exhibit J-9. All or'the analyses of the GRDA balancing authority arca 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 Rcdbud supply will not bc moved into the GRDA balancing authorib' area when it is 

not needed to serve GRDA load. 

l u h | c  I1 :  't~:vit:lhlc Ec(momic ('~tp;~cit~. ( , R l ) ' l  ~ lahlnc ing . ' t n tho r i l )  ttre:l, ( ;btD~t (;z~e 

I I[ 
GRE~ ~ ~ 

Mkt MIq ~ Me 
P ~ o d  Pdem MN ~ MN ~ ~ Shn~ I~N ~ l ~ - e l ~ t  ¢~= Hill 

S ~ $250 50 164°1. 68 ~-1% 2 08% 0 0301. 30B 1.272 54 195% 
S_SP2 $120 ~ 182°/, 70 223°1o 4 I~/o 0 00% 315 1,3138 61 215% 
S P $75 241 483"/o 75 151% 0 0301, 1 01% 488 Z777 245 ~..6% 
W_gP $86 230 33~/o 190 290% 0 03010 0 0301. 687 2048 271 373"1. 
W P  $80 ,~5 482% 145 164% 0 030/* 3 04% 882 2666 454 493"1, 
SI4_SP $80 ;367 389*/0 214 228% 0 0301o 33 35'1, 944 2,114 418 443"1o 
SHP ~5 165 2220/0 22 29010 0 00% 3 04% 742 908 165 222% 

P~t-Tra~a~n ] 

MW ~ Mr/ ~ ~ ~=llm MktSlm HIt 
HN 
o~  

S 20% 1 02°/o 275 1,194 -77 
7 Z93/0 1 03*/* 2 ~  i,.288 -21 
0 0301. 1 03°1. 465 3,113 336 

17 24°1o 22 3 1% ~ 1,711 ~37 
0 03010 26 28% ~ Z587 -7'8 
0 0301o 50 53"/* 944 2.250 137 
0 030/0 3 04% 742 909 0 

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

pas>cd in all first-tier markets and the results are shown in Exhibit J-10. 

'ks shov .n  in this  table.  O G & E  rc.,:ei'.'es a z e r o  a l loca t ion  o f  intlx)rts d u r i n g  son te  t i m e  p c n o d s  ~'.here it had  positi,, c 

'-,I.(" in tit.2 ()( . i&t-  marke t  anMy,;is. W h i l e  ( X i & E  con t inues  to h a ; e  a~ailab[t2 AE(_'. the  addi t ional  t ransmissi , ,m 
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~ a t i o n .  ;ks discussed abo',e. ()(i&l~ has agreed to undertake certain transmission 

upgrades that will increase the SI[. into the OG&E balancing authorib' area (and. as a 

consequence, also it,crease the SII. into the (iRDA bahmcing authority area), should the 

Commission deem it necessary to do so. Based on analyses conducted by O(I&E (see Testimony 

of Mr. Crissup). the increases in SILs resulting from these proposed transmission upgrades arc 

shm~ n in Table 12 below. The increase in S ll.s relative of both pro-and post-Transaction SILs is 

significant. 

I ; l l l l t '  12: "~11~ i l l lo  ( ) ( ; & l '  ; l l l t l  ( ;R I )  ~, I ta lant in= ~ u l h . r i t )  ~l*.a~ ~ i t h  I ' r .q).~t 'd 
~. l i l ig; l l i I , l l  

~ -Pre-TransacUon IBase case Post-Transaction Post-MitiQation 

Path/Nomo~ram I Summer Shoulder I Winter Summer Shoulder I Winter SummerlShou,der I Wt.t.r 

SIL into GRDA 160 299 1 08 7078 192525 

"Fhc DPT results for the OG&E balancing authority area incorporating these transmission 

upgrades arc shown hclov,, in Table 13 below and in Exhibit J-I 1, and indicate that the scrccn 

failures are complctvly eliminated, and thc Transaction is significantly dcconcentrating. The 

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

relative to pre-Transaction levels. 

I .d)lt' 13: ~'.;filal)h.' I'~llll.bllli£ ( ' ; Ipac i l ) .  t ) ( ; & E  Ilalant'i . '¢. ~111111ori1~ .'trt.;i, '.,,ith "l ra. . .nli~,,i i .n I i)gra(Ic ~, 

Padod ~ ~ ~ I~ /  ~ e  ~ ~ m e  I~N ~lwel~tSl=m I t t  MW ~ MW ~ MW ~ MI~SIm HN Ct~ 
S . ~ i  $2~ 1 0 1% 805 Co4£P/. 158 169% 0 00% 933 4.580 14 1 1% 422 339% 50 40=1. 1.245 1.558 - & ~  
S_SP2 $120 1 01% 806 560°Io 306 280=1o 0 00=/0 1.0181 3.985 14 113=1o 570 408°1o 54 39~/. 1,388 1.£1~ -2003 
S.p $75 2 03=/o ~ 763°1o 0 00% 80 101% / ~  5.948 20 23=/= 0 00% 144 168% 854 1.112 4.836 
WSP $86 8 04% I.(~8 471% 501 215% 0 01P/0 2332 2749 20 0~{, 1.C87 429% ~ 53% 24.30 21[~ -547 
Wp ~0 8 05% t~J8 478% 0 00=1o 68 41% 1.067 2_425 16 11% 0 00=/0 175 122°1o 1.430 ~ -1.830 
SHSP $80 4 02% 567 265% 980 448=1o 149 70=1o 2142 Z?c~ 71 05% 1,156 46~/0 195 79% 2,476 Z421 -371 
SH_P ~£35 0 00% 27~ 301% 0 00% 97 106% 917 1.228 1 01% 0 00% 115 93'°1. 1.242 561 -668 

These transmission upgrades similarly eliminate screen failures in the ( iRDA balancing 

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

cost makes this supply un¢cononlic lbr deliver2, .' to ( iRDA  llov.c,.cr, the scnsiti,.it) analyses included in m~, 
',vorkpapcrs reflect the impa¢l o f O G & E ' s  AI - (  al higher market pnces. 
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I ahh' 14: ~,~ailahlv I.~t-.n+Hilic ( allat'ilx. ( ;RI)  ~. I |a lancin~ Xulh++litx Xrta, xlilh I ralP.mi,~silln t p-rmlm, 

I P,.-r,..,,~o. I[ ~ " ' ~ P ~  
GR[~ KcPcn ~ QI~PA GR[~ QK~IE QRRaA 

PAN ~ ~ Share MIN ~ MN ~,amMkl~zB HPI MW ~ MIN 511me MIN Share Ml~51ze HI-I CI~ 
50 16a% 68 221% 2 08°1o 0 00% 308 1.2-/2 290 212% 29 21% 3 02¢0 1.40I 1.215 -St 
57 18 2% /0 22 3°/o 4 14% 0 00% 315 1 308 306 21 6% 38 2 7o/o 4 0 3°/o 1.414 1 273 -36 

241 4830/0 75 151% 0 Ol~/o 1 01% ~ 2777 a89 306010 0 00% 8 05% 1.5~)7 16"74 11(,I3 
230 335% 'g8 290% 0 00% 0 00% 687 2.048 458 332010 38 27o10 47 3401o 1.381 1-~'6 5 ~  
425 482% '45 164% 0 00% 3 04% ~ 2665 570 38201o 0 00% 54 36010 1.4,.q~ 1677 988 
367 389010 214 226% 0 0{~/$ 33 35% 944 2114 ~ 344010 0 013010 108 66% 1.644 1~2 -.5~ 
165 222010 ~ 2~so 0 0(7~*~, 3 04% 742 909 337 210°/o 0 0(30/o 5 04% 1.3£:4 871 -38 

S_Spl 
S..Sp2 $12o 
S_P $7'5 
W_SP S85 
w P  $6O 
s~sp ~ 
SH_P S65 

Vert ica l  Market  Power 

The Transact,on does not raise any cmnpetitive concerns with regard to vertical market 

pov,'cr. First. there are no transmission market power concerns because the Transaction does not 

convey an3,' relevant transmission; that is, Rcdbud's assets related to transmission arc restricted to 

those necessary to interconnect to the grid. The Transaction thus does not pro'.ide OG&E or 

GRI)A with additional control over electric transmission asscts. 

While OG&I- and GRDA own transmission, their electric transrnission systems arc 

controlled by the SPP. OMPA is not a transmission owner. OG&E customers primarily take 

servicc under the SPP Open Access Transmission Tariff, although .thcre remain a fcw 

grandfathercd wholesale requirements customers that take service under OG&E's  OATT/"  

The Commis,,~ion also considers whether applicants have the ability to erect barricrs to 

entry by other suppliers in lemls of such things as I) control of sites for new capacity 

development other than those that may exist at the sites being acquired: 2) control of fuel inputs 

to generation; and 3) control of any cquipment supplicrs or facilities used to transport fuels or 

other inputs to generation. 

OG&E's  aftihate. Enogex, operates an intrastate natural gas pipeline system in Oklahoma 

and delivers natural gas to most of the OG&E-owned gas fired generating t~cilities (within the 

OG&E balancing authority area); and to six gas-fired generators owned by AIsp (approximately 

4,00() MW), and three unaffiliated merchant generators (Oneta (1,082 MW), Green Country (795 

M~,~, ~ and Pry'or ( 112 MW)), all located in the adjacent AEP West balancing authority area. The 

~4 
Ihcse include Purcell. Paris, Vance Air Force Base and (.'it,, of  G e a r '  
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Rcdhud Facility receives doll'.cries from the ONEOK pipeline. (liven that the Rcdbud Facility is 

not a Enogex custontcr, and other relevant thctors that support a determination of the lack of 

competitive vertical effect, 1 have not conducted a vcrhcal ( ompet~t~','e Analys~s Screen. 

l'here are nuntcrous other pipelines in Oklahoma and the surrounding states to  which new 

gas-fired generators could connect. Dcii,.cry capacity on Enogex is no more than about /3 

percent of pipeline deliverability in Oklahoma. Thcrc is approximately 7.3 bet;day of inlcrstatc 

pipeline deliverability into Oklahoma, "~' plus an additional 3.4 bcf'day intrastate pipeline deliver3 

capacity within Oklahoma. ~'~ Enogcx's average throughput is approximatcly 1.4 bcl,'da',. In 

tile broader SPP market. Enogcx's share of del iver '  capacity would be significantly less. 

Fnogcx's sh~rc of gas storage capacily in Oklahoma is abou! 12 pereem (23 bcf r¢lali',¢ to J88 

bcf), '''~ not a level to raise compctitivc concerns, and its share in the broader SPP markel ;s'ould 

bc significantly less. 

Concerns of dominant control over power plant sites for new capacity development in 

rcle'.ant markets arc also not relevant to the proposed Transaction. Oklahoma and the regions 

around the state have experienced a robust markct tbr the development of generation, and the 

substantial new cnI~' of additional generation demonstrates the absence of entry barriers. 

r,5 

t1¢~ 

~ 7  

6P, 

A xemcal (,'ompetiti,,e Analysis need not be tiled i f  the applicant can atfirmali'.ely demonstrate lhat -(it the 
merging entltu.'s currently do not pro'ride inputs to eleclncity products (i.e,, upstream relevant pr(~Jucts) and 
electricity pr(u3ucts l i  e,. downstream rele~ ant products~ in the ~arne geographic markcL~ or that the extent of the 
business Iransaclions in the same geographic market is de minimis; or that (ii) the extent ot" Ihe upstream relevant 
prt~.lucts currently provided by the merging entities is used to produce a de mmimis  an~)unt of  the relevant 
downstream pro, ducts in the rule',ant destination markets." 18 C F.R. § 33.4(aX2X2006), 

Energy Inlormation Admimstmtion, St, tte-to-State .\2mlral Gas Pipeline Capacity LeveLs. 
I j ! tp '¢.,.',,.: ei; l  ~!_~.'.g.L~._~ll;', o l I  ,_,~,,, n~m_.,E_d ,.,,L< ~m:Jl~2L-, i]!~l]J!~._,j!L,.,~3~,.]i,,p!1~.,.lj~!,: [l?il~.c:ht!~ll~ 
h m ' _ _ ~ : y ,  Lci_,J:GI!?£g,L ~. l?!d? ~!d ~,~e, ILII I I I ; I I  ~L' t:, :m,l.[5 +l',~.?!lhht_+~Ll!!~J]',_._t]"~pJDchlle %nll.2ltl~l;itc ",Is 

Energy Information Administration, U.S hm'(,smte Nutural G~*~ Pipeline 5~rstems - April 2007, 

hltp:,,w',~v.eia.doe gov,pub/oil gas;natural_gas,analysis~uhlicalions'ngpipeline PIPEinlm.xls; and OGE Enogex 
Partners L.P., Initial Pubhc Offk'ring, 
hr~p: 'eebn. I Okwizard com,'cgi image?repo=tenk&ipage=5017559&doe=2& fdl= I &eik= 14(t3302&odef=S&rid = 12 
&quest=l &dn 2, 

I , I ,  (Xil i  l!uogex Parlners I..P., Initial Public Offering. lhere are no data reported for Enogex's total 
deh'. erabdily, and the-el'ore l used its average lhrnughput, 
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C O N C L U S I O N  

The market  powcr  analyses discussed hcrcin dcmonstratc  that the Transaction as 

proposed ,,'*'ill not ha,,'c ant i -competi t ive effects in any o f t h c  relevant markets.  No other relevant 

concerns exist with respect Io compcti l ion issues. 

AI. and [!nergy Inlbrmation Administration. Rcgiomd l,)~&'rg,',und Aim,-al (;a.~ Storage. B~'ginning +d 2007. 
htp: v.,.~.v, eia,doe gov pub oil gas natural gas anal'.sis publications,ngp~pchnc UG lable html"titlc-&pre, duct 
&subma2=A-Z. l.i~,t, o|" publications, 
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UNITED STATES OF AMERICA 
BEFORE TIlE 

FEDERAL ENERGY REGULATORY COMMISSION 

Oklahoma (;as and Electric Company 
Redbud Energy LP 

Docket No. FC08- -000 

AFFIDAVIT 

District of Columbia 

JUI,IE R. SOI,OMON being duly sworn, deposes and states: that shc prepared the 

Affidavit and Exhibits of Julie R. Solomon and that the statements contained therein and the 

Exhibits attached hereto are truc and correct to the best of  her knowledge and belief. 

ulic R. Solomon 
y I , - - -  

SI_IBS(_ RIBED AND SWORN 10 BEFORE ME, this the ~ day of March 2008. 

f ~  - I " / 

Notary ~_yh'c, District of  Columbia 

My Commission Expires: ./_// / ,r~ 

Knryn W. Miller 
Notary Public, District of Columbia 
My Commission Expires 1/1/701,] 
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O 
j U L . I E R  3©LOMGN 
Vice President 

B A Economics 
Connecticut College 

M B A Finance 
The Wharton School 

Umversity of Pennsylvania 

E X ~'E RIE~',JC E 

Jurie Solomon has more than 20 years of consulting experience, specializing in the areas of regulatory 
and utility economics, financial analysis and business valuation. 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 cour, sel 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. 

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

• 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 industnes in a variety of regulatory and competition 
matters, including rate proceedings, prudence reviews, proposed regulatory reforms, analysis of 
supply options, privatization and restructuring. 

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

• Consulted legal counsel on a vanety 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 

Mer,qers and Acquisitions (Market Power and Competition Issues) 

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

• Advised clients ;]nd provided confidential pre-screening analyses for potential mergers and 
acquisitions. 

Conducted numerous analytic studies in connection with FERC market-based rate apphcations 
and compriance filings for electdcity sellers Provided testimony to FERC for a number of these 
types of transactions. 

Conducted numerous analytic studies in connection with FERC market-based rate apphcations 
and compliance filings for gas storage facilities. Provided testimony to FERC for a number of 
these types of transactions. 

Utility Restructurln~l and Stranded Cost 

Conducted analytic studies and provided litigation support in connection with state stranded cost 
proceedings in Ohio (Cincinnati Gas & Electric and Dayton Power & Light); West Virginia 
(Monongahela Power 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 hne between Colorado and Kansas in support of a regulatory proceeding 

Assisted in studies relating to pdvatization of the electricity industry in the United Kingdom, 
including development of a computer model to simulate electncity dispatch and project future 
prices, capacity needs and utility revenues under vanous scenarios. During temporary 
assignment to London office. 

Participated in antitrust htigation 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 various 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 utility restructuring plans. 
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Provided litigation support in maior utility rate proceedings, including assisting in the preparation of 
responses 1o interrogatories and data requests, preparation of company and outside expert 
wLtnesses for deposition and hearings, and assistance in the deposition and cross-examination of 
mtervenor witnesses. 

Participated in proceedings involving regulation of an o~1 pipeline, which included evaluating the 
business risks f,aced 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. 

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

• Participated in two strategic engagements that developed business plans and identified potentral 
acquisition candidates for the client, 

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

,D!q"~F~3 31ONAt. 141STORY 

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 US. Department of Labor, Washington, DC 



~0080324-0014 FERC PDF (Unofficial) 03/20/2008 

PAGE 4 

Affidavit on behalf of C~llp~ne Corp and LS Power Developn',ent LLC el al. FERC Docket No EC08-15 
000. January22 2008 

Affidavit on behalf of AES 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 authonty. 
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. 

Affidawt 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 E:,elon 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. 
ER08- _-000. January 14, 2008. 

Affidavit on behalf of Green Mountain Power Corporation. updated market-based rate 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 Binent (California) Malburg LLC, application for market-based rate authority, FERC 
Docket No ER08-314-000, December 7, 2007, 

Affidavit on behalf of N{,rthem Indiana Public Service Co and Broadway Gen Funding. LLC. application 
and related exhibits reqdesting authorizat ion for a transaction to transfer 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 C~.lpine Corp and Harbinger Capital Partners Master Fund I I_td et al. io~nt 
apphcation for approval of the proposed distribution of common stock of a reorganized Calpme to 
Acquirors, FERC Docket No EC08-15-000. November 16. 2007 

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

Affidavit on behalf of FF L Energy Oliver Wind II LLC. application for market-based rate authority, FERC 
Dock,~t No ER08-197-C00. November 8, 2007 
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Affidavit on behalf of Centrai Power & L,rne Inc, application for market-based rate authority. FERC 
Do(:l, et No ER08-148-000. Nnvenlber 1. 2007 

Affidavit on behalf of Gdberton Power Company apphcat,on for market-based rate authonty. I- FRC 
D,'~c,et No t-R08-83-000. October 23, 2007 

Affidavit on behalf of Back {3ayou Storage LLC. apphcat~on for market-based rate authority for a natural 
gas stora!je fac,hly I-ERC Docket No CP07-451. Septc'rnber 25 2007 

Affidavit on behalf of NedPuwer MotJnt Storm LLC. ~lpphcalK)n for markebbased rate authority FERC 
Docke~ No ERU7-150(;-0(}0, August 23 2007 

Affidavit on behalf of S=.mpra Energy Trading Corp in connechon w~th market-based rate aulhonty. FERC 
Docket No [=R03-141.",-005. July 25, 2007 

Affidavit on behalf of KSen Acquisition I LLC el al, application tot disposdJon of lurJsdJchunal lacdJhes. 
FERCDocket No ECC7-116-000 July 13,2007 

Supplemental Affidavit on behalf of Wdl~ams Power Company. Inc, apphcation for market based rate 
authorlty. FERCDo(ketNo EC07-106-000. June28 2007 

Affidavit on behalf of '.Aqll~ams Power Co. Inc and Bear Energy LP, joint apphcation for authonzabon of the 
d,spos~tton o1 lur~sd~chonal facdities 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 ERE2-506-008etaI.May31.2007 

Affidavit on behalf of B.- q D~ghton Power LLC et al.. notice of non-malenal change in status. F ERC Docket 
Nos ER06-1367-003 et al. May 30. 2007 

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

Affidavit on behalf of Cop~ah Storage, LLC application for rnarket-based rate authority for a natural gas 
storage fac~hty. FERC Oocket No, CP02-24, March 29. 2007 

Affidawt on behalf of NRG Power Marketing, Inc and thrdy-one affihates most of which own generating 
facilities, tnenn~al market power update and notice of change in status FERC Docket Nos ER97-4281- 
016 el al, March 26. 2007 

Affidawt on behalf of Elan Hub Storage. application for market-based rate authority for a natural gas 
storage facdity, FERC Oocket No CP07-88, February 20. 2007 

Affidaw( on behalf of WLsconsm Electric Power Co and FPL Energy Point Beach, LLC, joint apphcation 
for authorization to d,spose of jurisdictional facdities. FERC Docket No. EC07-57-000. February 1. 2007 

Affid rwt on behalf of Lake Road Generating Company, LP et al. jotnl applicabon for authorization of the 
d~£p ,siteon of junsd,ct<,nal facd~ties pursuant to Section 203 of the Federal Power Act. F E RC Docket No 
ECC' z-50-000. January 22. 2007 

Affidavit on behalf of E ~r.'lon Generation Company. LLC et al , notice of r]on-n]ater~a/change irl statbs 
FERCDocketNos ER00-3251-013etal Dec:umber !5. 2006 
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Rev sed Affndawt on r~ehalf of Calpme Energy Servnces. LP. tr:enn~al market analys,s. FERC D~)cket No. 
Eht£,)-3562-004 December 13. 2006 

AfflCdVlt or behalf of O/ne~jy Enhtles and LSP Entities, not;ce of non-material change ~n status, iERC 
Doc,,ct Nos ER02-506-007 et al , November 2. 2006 

Afficav,t on behalf of %~,isconslc Energy Carp's. '.,'V,s(:onstn E.lectnc Power Co et a# f~.}r authorization to 
d:spose of junsdict,or~a, facdlt~e.'-,. FERC Docket No ER07-14-000 Now;tuber 2 2006 

Affndavnlon b~ehalfof('.~lpnneEner(jy Services. LP updated trnennlal market power ana:ysis. FERC 
Doc,,ut No ER00-35;~,~ :-1}04, October 30. 2006 

Affic.-:wt on behalf of D cnegy, apphcatlon for autborizahon of transactions pursuanl tO Section 203 of the 
Federal Power AcI. FERC Docket No EC07-9-000, October 26. 2006 

Athn4~v~t on behaJf of C ~r,]J Power, LLC et aJ. tnennJal updated market analysis, FERC Docket Nos 
ER96-25-028 el ai. October 23, 2006. 

Aff~eawt on behalf of ~,",,estar Energy. Inc and Kansas Gas and Electnc. request for rehearing FERC 
Doc.et Nos ER03.9.0,)7 et al. October 6. 2006 

Aff~u~w~l on behalf of The Empnre District Electric. request for rehearing. FERC Docket Nos ER99-1757- 
011eta I .September '4  2006 

Joint Affidavit (w~th William H Hieronymus) on behalf of Powerex Corp. errata to ~ts 7~31/06 tnennial 
market power update. FERC Docket No ER01-48-007, September 11. 2006 

Affidavit on behalf of FPLE Compames. joint tnennnal market power update FERC Docket Nos ER02- 
2559-007 et al. Augus~ 28. 2006 

Affidavit on behalf of FPL Energy Oliver Wind. LLC application for market-based rates. FERC Docket No 
ER06-1392-000, Augu~t 23 2006 

Affidavit on behalf of The Constellation MBR Entities. errata to their joint triennial market power update 
subm,tted on 8/14;06, FERC Docket NOS ER99-2948-009 el al, August 16. 2006 

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

Affidawl on behalf of Sempra Energy Trading Carp, updated market analysis, FERC Docket No ER03- 
1413-005 August 1. 2(306 

Joint Affidavnt (with William H. Hieronymus) on behalf of Powerex Corp. triennial market power analysis in 
support of his contmuec authority to self power at market-based rates, FERC Docket No ER01-48-007, 
July 31, 2006. 

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

Affnc.wnt on behalf of Lnqcoln Generating Facility LLC fka Allegheny Energy Supply updated generabon 
mar.(et power study. F[-RC Docket No ER05-524-001 .June 19. 2006 
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Affid.],,~t on behalf of A coa Power Generating, Inc & Alcoa Power Marketing. Inc, an',endment to ?nennlal. 
upd Jted market ar, aiysls under ER02-2074 el al i:ERC Docket Nos ER02-207,1-002 et al . rday I 7 
2006 

Affidawt on behalf of A tea Power Generating. Inc and Alcoa Power Marketing Inc. updated market 
analys~s of the trtenma' rewew of market-based rate authonty. FERC Docket Nos. ER02-2074-002 et al. 
Aprrl !3 2006 

Afl~da,.qt on behalf of Morgan Energy Center, LLC et al . C, alpme Gdruy Cogen, LP. Los Med,-mos Energy 
Center, LLC,,md KIAC Partnerset~tl.market-basedratefil,ngs. FERCDocket Nos ERO6-741-000ot 
ai. March 16 2006 

Aff~dawt on behalf of IMKJland Cogeneration Venture L~m~ted Partnership, market-based rate app!ication. 
FERC Docket No ERC6-733-000. March 15. 2006 

Aff<lawt on behalf of Duke Power Co, LLC et al, notice of change m status filing FERC Docket Nos 
ER96-110-020etal March1,2006 

Affidavit on behalf of Westar Energy Inc & ONEOK Energy Services Co. LP. answer to protests filed by 
Oklahoma Munrc;pal Power Authority et al. FERC Docket No ERb6-48-00rJ. February 21. 2006 

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

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

Aff~dawt on behalf of Westar Energy, Inc. et al joint application for authonzation under Section 203 of the 
Federal Power Act fnr 'he d~sposition of junsdictional facditms. FERC Docket No EC06-48-000. 
December 21. 2005 

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

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

Affidawt on behalf of Hermiston Power Partnership et al.. iomt updated market power analys~s, filed on 
5i3/05. FERC Docket Nos ER02-1257-003 el al_ August 5. 2005 

Affidawt on behalf of MidAmerican Energy Co.. m connection with market-based rate update. FERC 
Docket No ER96-719-.306. August 1. 2005. 

Affidavit on behalf of Oscidental Power Services Inc. updated market power analysis, FERC Docket No 
ER02-1947-006. August 1. 2005. 

Aff~cawt on behalf of FPL Energy Duane Arnold LLC, joint application for approval of disposahon of 
lunscmtional faolities, FERC Docket Nos EC05-114-000 et al_ July 29. 2005 

Affidawt on behalf of FPL Energy Duane Arnold. LLC. authorization to sell at market-based rates. FERC 
Ooc,',(;t No ER05-12~:H-000 July 29. 2005 
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Aff~o,~wt on behalf of M dAmer~can Energy Holdings Co et al. app!icat~on for approval of d~spos~tion of 
juns,:hctlonal facd~ties uqder Section 20.3 of the Federal Power Act. FERC Docket No EC05-1 t0o000. July 
22 2 )05 

Affid,]v~t on bebalf of Calp~ne Entities. joint upd,~ted market power analysis, FERC Docket Nos EC02- 
136,'-003 et at July 1~ 2005 

Aflidawt on behalf of Bayonne Plant I-]olding LLC. us sucr:essor tn ~nterest of Cog~n le(:hnolog~os NJ 
Vent4re et al .. as succ!.,ssor ~n interest to Camden Cogen el al triennial updated market analysis FERC 
DockelNos EC02-!.t86-003eta1 July 15. 2005 

Affid;w*l on behalf of C4bazon Wind Partners. LLC & Whitewafer I-fdl Wind Partners (:onsohd,-ded 
trlenn.al updated market analysis FERC Docket Nos ER02-1695-003 et al, June 24, 2005 

Affidawt on behalf of I-ransAIta Energy Marketing (U S.) Inc et al. ~n connection with markebbased rate 
• a u t h o r i t y .  FERC Docket Nos ER05-1014-000 e! al May 24. 2005 

Affidawt on behalf of M nergy Neenah. LLC. updated trienmal market power analysis. FERC Docket No 
ER99-3125001 May 16. 2005 

Aff~dawt on behalf of H,.~rmiston Power Partnership el al.. joint updated market power analys~s FERC 
DocketNos ER02.t257-002etaI,May3.2005 

A~davlt on behalf of Ci-S Marketing Vl. LLC et al. market-based rate application. FERC Docket Nos 
ER05-816-000 el al. Apnl 13 2005 

Affidavit on behalf of Olondaga Cogenerat~on Limited Partnership, triennial opdated market analys~s. 
FERC Docket No ER09-895-006. March 24. 2005 

Affidavit on behalf of the Williams Entd~es' (Wdliams Power Co ]rlc el al.), F)inl trienmal market power 
update. FERCDocketNos. ER03-1331-004etal. March24 2005 

Affidavit on behalf of J ~,ron & Co and Power Receivable F~nance LLC. errata Io triennial updated market 
analysis submitted on "2/30/04. FERC Docket Nos. ER02-237-003 el 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 Electdc Power Company, market-based rate filing, FERC Docket No 
ER05-540-000, February 4, 2005. 

Affidavit on behalf of J ~.ron & Co. and Power Receivable Finance. LLC. consolidated triennial updated 
market analysLs. December 30, 2004 

Affidawt on behalf MidAmerican Energy Co., supplement to 10/29/04 market-power update filing, FERC 
Docket No ER96-719-004. November 23, 2004. 

Affidawt ~n connection with Comments of Cinergy Services, Inc. re Reporting Requirement for Changes in 
Status for Public Utilities with Market-Based Rate Authority under RM04-14, FERC Docket No. RM04-f4- 
000 Now..mber 15. 2004. 
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Affid.:,wt on behalf of Metcalf Energy Center, LLC and Pastoria Energy Center. LLC, market-based rate 
apphcation, FERC Docket No ER05-68-000 and ER05-67-000, O~;tober 25 2(]04 

Aff~d:}wf on behalf Calpme Bethpage 3, LLC and TBG Cogen Partners, market-based rate tiling, FERC 
Docket No ER05-48-000 and ER04-1100-000. August 4. 2004 

Affidavit on behalf of ]-he Empire District Electric Co, updated market power analysis, FERC Docket No. 
ER99-1757-005. S(~ptember 27. 2004 

Aff,d,Jwt on t)oh~]d of W sconsin Electric Power Co, revised generation market power portion of its 
pending fhree-year market power update, FERC Docket No, ER98-855-004, Septen;bt.'T 27. 2',]:)4 

Affid~vEt on behalf of Duke Power, a Division of Duke Energy Corp, market power analysis, FERC 
Docket No. ER96-110-(]10. August 11. 2004 

Affidawt 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. EC04-139-000. July 30 
2004 

Aft,davit on behalf (}f Goldendale Energy Center, market-based rate application, FERC Docket No ER04- 
1038-000, July 23. 2004 

Aff~d~lwt on behalf of Calumet Energy Team, LLC, updated triennial market power analysis. FERC Docket 
No. ER01-389-001, Jul'/20 2004 

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

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

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

Aff~dawt on behalf of Vi-ginia 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, Aprfl 14-15. 2004 

Affidawt on behalf of The Williams Entit~es. joint tnennial market power update, FERC Docket Nos ER03- 
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 

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

Affic!.~wt on behalf of Calpme Energy Services LP, updated market power analysis, FERC Docket No 
ER00-3562-001, September 22, 2003 
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Affid.~wt on behalf rJf R3cky Mountain Energy Center LLC, application for market-based rates, FERC 
Docket No ER03-1288-000. September 3. 2003 

Aff~dawt on bellaif of Fox Energy Co, LLC, application for market-based rates, FERC Docket No. ER03- 
983-000, June 2.1. 2003. 

Affid,iwt on beh;ltf of Cqebalis Power Generating Limited Partnership, application for market-based rates 
etc., FERC Docket No. ER03-717-000. Apnl 7 2003 

Af!~r'..]v:t on behalf of C.flp~ni.' Northbrook Ei.}r(iy Marketln{] LLC. [nm'ln!al updated market power arlalvsl£. 
FERC Docket No, ER03-717-000, O(:lobt.'r 2.'{. 2002 

Atfid,wll on behalf of Cloctaw Generabon Limited Partnership updated tnennial rnarket power analys~s. 
FERC Docket No ER98-3774-001, October 17. 2002 

Atf~(1,1vJt on behalf uf Rverside EnerGy Cenler LLC, market-b:-~sed rate hhng. FERC Docket No ER03-49- 
000. October 16 2002 

Affidavit on behalf of Blue Spruce Energy Center. LLC. market-based rate filing FERC Docket No. ER03- 
25-000. October 8 23C2 

Prepared Respons~',,e 'estimony on behalf of Calpme Energy Services. LP et al re San D~ego Gas & 
Electnc Co v Sellers cf Energy & Ancillary Servtces etc under EL00-95 et al. FERC Docket Nos. EL00- 
95-045 et al., Septemb_~r 27, 2002. 

Affidawt on behalf of DJke Power Co. a division of Duke Energy Corp. market-based rate flhng FERC 
Docket No. ER96-110-007, December 17. 2001. 



OG&E's Generation Assets 

Balancing 
NERC Authority 

Region Area Plant Name 

SPP OG&E Enid 
SPP OG&E Enid 
SPP OG&E Enid 
SPP OG&E Enid 
SPP OG&E Horseshoe Lake 
SPP OG&E Horseshoe Lake 
SPP OG&E Horseshoe Lake 
SPP OG&E Horseshoe Lake 
SPP OG&E Horseshoe Lake 
SPP OG&E Horseshoe Lake 
SPP OG&E Muskogee 
SPP OG&E Muskogee 
SPP OG&E Muskogee 
SPP OG&E Muskogee 
SPP OG&E Mustang 
SPP OG&E Mustang 
SPP OG&E Mustang 
SPP OG&E Mustang 
SPP OG&E Mustang 
SPP OG&E Mustang 
SPP OG&E Seminole 
SPP OG&E Seminole 
SPP OG&E Seminole 
SPP OG&E Seminole 
SPP OG&E Woodward 
SPP OG&E Sooner 
SPP OG&E Sooner 
SPP OG&E McClain Energy Facility 
SPP OG&E McClain Energy Facility 
SPP OG&E McClain Energy Facility 
SPP OG&E Centennial Wind Farm 

Unit # 

1 
2 
3 
4 
10 

6 
8 
9 

GT7 
ST7 

3 
4 
5 
6 
1 
2 
3 
4 

5A 
5B 
1 
2 
3 

GT1 
GT1 

1 
2 

CT1 
CT2 
ST1 
WT1 

Unit Type 

GTNG 
GTNG 
GTNG 
GTNG 
STNG 

STNG 
STNG 
STNG 
CCNG 
CCNG 
STNG 

STCOAL 
STCOAL 
STCOAL 

STNG 
STNG 
STNG 
STNG 
GTNG 
GTNG 
STNG 
STNG 
STNG 
GTNG 
GTNG 

STCOAL 
STCOAL 
CCNG 
CCNG 
CCNG 

WTWND 

Summer 
Rating 
(MW) 

14 
14 
!4 
14 
46 

169 
387 
46 
17 

217 
166 
511 
522 
515 
53 
53 

118 
250 

31 
33 

506 
501 
519 

16 
12 

531 
535 
146 
148 
167 
120 

, , = ,  

Ownership 
Share 

1000% 
1000% 
1000% 
1000% 
100.0% 
100.0% 
100.0% 
100.0% 
100 0% 
100 0% 
100.0% 
100.0% 
100 0% 
100.0% 
100.0% 
1000% 
1000% 
100.0% 
100.0% 
100.0% 
100.0% 
100.0% 
100 0% 
100 0% 
100 0% 
100.0% 
100.0% 
77 O% 
770% 
770% 
100.0% 

Total 

Summer 
Net 

Interest 
(MW) 

0 
0 
0 
0 

46 

169 
387 
46 
17 

217 
166 
511 
522 
515 
53 
53 

118 
25O 
31 
33 

506 
501 
519 

16 
12 

531 
535 
112 
114 
129 
120 

6,226 

Purchases 
(Sales) 

Exhibit J-3 

Summer 
Net 

Capacity 
(MW) 

0 
0 
0 
0 

46 
169 
387 
46 
17 

217 
166 
511 
522 
515 

53 
53 

118 
25O 

31 
33 

5O6 
501 
519 

16 
12 

531 
535 
112 
114 
129 
120 

6,226 

k) 
0 
0 
CO 
0 

k)  

I 
0 
0 

M 

0 

n 

0 

h)  
0 

h)  
0 
0 
CO 
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Summer 
Net 

Purchases Capacity 
(Sales) (MW) 

51 51 
111 111 
300 300 
320 320 

31 31 

OG&E's Generation Assets 

Balancing Summer 
NERC Authority Rating 

Region Area Plant Name Unit # Unit Type (MW) 
Ownership 

Share 

Summer 
Net 

Interest 
(MW) 

OG&E Purchases 

SPP OG&E Oklahoma Wind Energy Cuntul GEl5 WTWND 51 
SPP CSWS PowerSmith Cogeneration Project GT01 CCNG 111 
SPP OG&E Redbud Power Plant CC CCNG 1,195 
SPP OG&E AES Shady Point GEN1 STCOAL 320 
SPP SWEPA Purchase From SWEPA NA NA 

Total 813 813 

6,226 813 7,039 Total OG&E Capacity 

Source for unit ratings in Exhibit J-3: Unit ratings are from Annual Electric Generator Report. Energy Information Administration. EIA Form-860 
http:llwww.eia.doegovlcneaflelectricitylpagelcapacitylcapacity.html 

0 
0 
¢0 
0 
L~ 

I 
0 
0 

M 

0 

fl 

0 
L~ 

0 

0 
0 
¢0 
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GRDA's Generation Assets 

Balancing 
NERC Authority 

Region Area 

SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 
SPP GRDA 

Plant Name Unit # Unit Type 

GRDA 1 STCOAL 
GRDA 2 STCOAL 
Markham I HYWAT 
Markham 2 HYVVAT 
Markham 3 HYWAT 
Markham 4 HYWAT 
Pensacola 1 HYWAT 
Pensacola 2 HYWAT 
Pensacola 3 HYWAT 
Pensacola 4 HYVVAT 
Pensacola 5 HYWAT 
Pensacola 6 HYWAT 
Pensacola A HYWAT 
Salina 1 PSWAT 
Salina 2 PSWAT 
Salina 3 PSWAT 
Salina 4 PSWAT 
Salina 5 PSWAT 
Salina 6 PSWAT 
Boomer Lake Station 1 STNG 
Boomer Lake Station 2 STNG 
Boomer Lake Station 3 ICFO2 
Boomer Lake Station 4 ICFO2 
Boomer Lake Station 5 ICFO2 
Stillwater Water Treatment F 6 ICFO2 
Cushing 1 ICFO2 
Cushing 10 ICFO2 
Cushing 11 ICFO2 
Cushing 2 ICFO2 
Cushing 3 ICFO2 
Cushing 4 ICFO2 
Cushing 5 ICFO2 
Cushing 6 ICFO2 

Summer 
Rating 
(MW) 

490 
52O 
28 
28 
29 
29 
2O 

Ownership or 
Control Share 

1000% 
620% 
1000% 
100.0% 
100.0% 
100.0% 
100.0% 

20 100.0% 
20 100.0% 
20 100,0% 
20 100.0% 
2O 1000% 

1 100.0% 
43 100.0% 
43 100.0% 
43 100.0% 
43 100,0% 
44 100.0% 
44 100.0% 
11 100.0% 
13 100.0% 
2 100.0% 
2 1000% 
2 1000% 
2 1000% 
2 100.0% 
4 100.0% 
6 100.0% 
1 100.0% 
0 100 O% 
0 1000% 
0 100.0% 
1 100.0% 

Exhibit J-3 

Summer 
Net 

Interest 
(MW) 

Purchases 
(Sales) 

Summer 
Net 

Capacity 
(MW) 

490 
322 

28 
28 
29 
29 
20 
20 
20 
20 
20 
20 

1 
43 
43 
43 
43 
44 
44 
11 
13 
2 
2 
2 
2 
2 
4 
6 
1 
0 
0 
0 
1 

490 
322 

28 
28 
29 
29 
20 
20 
20 
20 
20 
20 

1 
43 
43 
43 
43 
44 
44 
11 
13 
2 
2 
2 
2 
2 
4 
6 
1 
0 
0 
0 
1 
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k) 
0 
0 
¢0 
0 

k)  

I 
0 
0 
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0 
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0 

h)  
0 

h)  
0 
0 
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GRDA's Generation Assets 

Balancing 
NERC Authority 

Region Area Plant Name 

SPP GRDA Cushing 
SPP GRDA Cushing 
~SPP GRDA Cusl]ln~i 

GRDA Purchases 

SPP OG&E Redbud Power Plant 

Total GRDA Capacity 

Unit # 

7 
8 
9 

UnitType 

ICFO2 
ICFO2 
ICF02 

Summer 
Rating 
(MW) 

Ownership or 
Control Share 

2 100.0% 
2 100.0% 
2 77.0% 

CC CCNG 1,195 00% 

Exhibit J-3 

Summer Summer 
Net Net 

Interest Purchases Capacity 
(MW) (Sales) (MW) 

2 2 
2 2 
2 2 

1,358 0 1,358 

1,358 

150 150 

150 1,508 

k) 
0 
0 
¢0 
0 

k)  

I 
0 
0 

M 

0 

n 

0 

h)  
0 

h)  
0 
0 
¢0 
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OMPA's Generation Assets 

NERC Balancing 
Region Authority Plant Name 

SPP OG&E Kaw Hydro 
SPP OG&E Ponca City 
SPP OG&E Ponca City 
SPP OG&E Ponca City 
SPP OG&E Ponca City 
SPP OG&E Laverne 
SPP OG&E Laveme 
SPP AEP West Pirkey 

SPP AEP West Oklaunion 
SPP OG&E McClain Energy Facility 
SPP OG&E McClain Energy Facility 
SPP OG&E McClain Energy Facility 
SPP OG&E Dolet Hills 
SPP AEP West Pawhuska 
SPP AEP West Pawhuska 
SPP AEP West Pawhuska 
SPP AEP West Pawhuska 
SPP AEP West Ponca 
SPP AEP West Ponca Diesel 
SPP AEP West Ponca Diesel 
SPP AEP West Ponca Diesel 
SPP AEP West Ponca Diesel 
SPP AEP West Ponca Diesel 
SPP AEP West Ponca Diesel 
SPP AEP West Ponca Diesel 
SPP AEP West Ponca Diesel 

OMPA Purchases 
SPP OG&E 
SPP GRDA 
SPP OG&E 
SPP SWEPA 

Oklahoma Wind Energy Center 
Purchase From GRDA 
Redbud Power Plant 
Purchase From SWEPA 

Total OMPA Capacity 

Unit # 

1 
1 
3 
3 
4 
1 
2 
1 

1 
CT1 
CT2 
ST1 

1 
1 
2 
3 
5 
2 
1 
10 
11 
4 
6 
7 
8 
9 

GSOO 
NA 
CC 
NA 

Unit Type 

HYWAT 
CCNG 
GTNG 
CCNG 
GTNG 
ICFO2 
ICFO2 
STNG 

STCOAL 
CCNG 
CCNG 
CCNG 

STCOAL 
ICFO2 
ICFO2 
ICFO2 
ICFO2 
STNG 
ICFO2 
ICFO2 
ICFO2 
ICNG 
ICNG 
ICNG 
ICNG 
ICNG 

WTWND 
NA 

CCNG 
NA 

Summer 
Rating 
(MW) 

675 

690 
146 
148 
167 

65O 

Ownership or 
Control Share 

30 100.0% 
19 100.0% 
8 1000% 

36 100.0% 
44 100.0% 

2 100.0% 
2 100.0% 

2.3% 
11.8% 
23.0% 
23.0% 
23.0% 
3.9% 

1 100.0% 
1 100.0% 
3 1000% 
2 100.0% 

36 100.0% 
5 100.0% 
2 100.0% 
2 100.0% 
2 1000% 
1 1000% 
2 1000% 
3 100.0% 
5 1000% 

Total 

51 0,0% 

1,195 0.0% 

Summer 
Net 

Interest 
(MW) 

Exhibit J-3 

Summer 
Net 

Purchases Capacity 
(Sales) (MW) 

30 30 
19 19 
8 8 

36 36 
44 44 

2 2 
2 2 

16 16 

81 81 
34 34 
34 34 
38 38 
25 25 

1 1 
1 1 
3 3 
2 2 

36 36 
0 0 
2 2 
0 0 
2 2 
1 1 
2 2 
3 3 
5 5 

427 0 427 

51 51 
50 50 
80 80 
78 78 

Total 

427 

259 259 

259 686 

0 
0 
CO 
0 

I 
0 
0 

M 

0 

fl 

0 
L~ 

0 

0 
0 
CO 
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Redbud and Affiliates' Generation Assets in and Around SPP 

Balancing 
NERC Authority 

Owner Region Area Plant Name Unit Type 

Summer 
Rating 
(MW) 

Kelson SPP OG&E 
Kelson SPP OG&E 

Kelson SPP MPS 
Kelson SPP MPS 

Kelson SERC Entergy 
Keison SERC Entergy 

Kelson SERC TVA 
Kelson SERC TVA 

Total Kelson Capacity 

SPP 

Redbud Power Plant 
ReObud Power Plant 

CCNG 
GING 

Aries Power Project CCNG 
Aries Power Project GTNG 

Cottonwood Energy Project CCNG 
Cottonwood Energy Project GTNG 

Magnolia Power Plant 
Magnolia Power Plant 

CCNG 
GTNG 

f~ 
0 
0 
O3 
0 

Exhibit J-3 
r~ 

i 
o 
o 

Summer 
Summer Net Net ~0 

Ownership or Interest Purchases Capacity c~ 
Control Share (MW) (Sales) (MW) 

927 1000% 927 (531) 396 = 
O 

2 6 8  1 0 0 . 0 %  268  2 6 8  ~ 

n 
558 100.0% 558 558 

62  1 0 0 . 0 %  62  62  ~ 

O 
957 1000% 957 957 
2 7 6  1 0 0 0 %  276  2 7 6  ~ O 

t~  

729 1000% 729 729 o o 
78 100.0% 78 78 o3 

3,856 3,856 (531) 3,325 

Calpine SPP CSWS 
Calpine SPP CSWS 

Oneta Energy Center 
Pr,/or Power Plant 

1,082 1000% 1,082 1,082 
112 1000% 112 112 

Total Calpine SPP Capacity 

SERC 

1,194 O 1,194 

Calpme SERC DUK 
Calpme SERC EES 
Caipine SERC EES 
Calpine SERC SCEG 
Calpine SERC SCEG 
Calpme SERC SOCO 
Calpme SERC SOCO 
Calpme SERC TVA 
Calpme SERC TVA 

Broad River Energy Center 
Carville Energy Center 
Pine Bluff Energy Center 
Columbia Energy Center 
Columbia Energy Center 
Hog Bayou Energy Center 
Santa Rosa Energy Center 
Decatur Energy Center 
Mor~lan Energy Center 

Total Calpine SERC Capacity 

GTNG 
CCNG 
CCNG 
CCNG 
GTNG 
CCNG 

841 1000% 841 (841) 0 
500 1000% 500 500 
198 100.0% 198 (55) 143 
288 100.0% 288 288 
177 100.0% 177 177 
230 100,0% 230 230 
236 100 0% 236 236 
624 100.0% 624 (624) 0 
749 100.0% 749 749 

3,843 (1,520) 2,323 

Page 6 of 6 



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

Exhibit J-4 

M O D E L I N G  A N D  D A r A  I N P U T S  

( ' A S m  is a l inear p r o g r a m m i n g  model  deve loped  specif ical ly to pc r tb rm the calcula t ions  

required in under tak ing  the del ivered price test. The  model  includes catch potential suppl ier  as a 

dist inct  " 'node'" or area that is connec ted  ,.ia a t ranspor ta t ion (or  "p ipes" )  reprcscnta t ion o f  the 

transmission network Each l ink in the network has its own non-simultaneous l imi t  and cost. 

Potential suppliers are a l lowed to use all economica l ly  and physical ly feasible l inks or paths to 

reach the dest inat ion market .  In instances where  more  genera t ion  meets  the economic  lhcet o f  the 

del ivered price test than can actual ly  be dell,, c rcd on the t ransmiss ion  net;york,  scarce  t ransmiss ion 

capac i ty  is a l located based on the relative amount  o f  economic  genera t ion  that each  par ty  controls  

at a cons t ra ined  intcrfitce. 

1 conduc ted  the compet i t ive  analys is  screen us ing the exis t ing market  s tructure and  publ ic ly  

avai lable  data  on genera t ion  and t ransmiss ion capaci ty .  The  data inputs were  adjus ted to reflect  

2008 condi t ions  (e+g.. to reflect upda ted  thel prices,  load, and generat ion) ,  when  the Transac t ion  is 

expected  to be comple ted .  A comple te  set o f  the input data used in m y  analys is  is conta ined  in m y  

workpapers .  I provide  a s u m m a r y  o f  the key inputs in Exhibit  J-I  and  below. 

Regions Modeled 

I included as potential  suppl iers  all entities v,'ithin three wheels  o f  the specif ied des t inat ion 

marke t )  The model  includes all s ignif icant  genera t ion  and load sources ,  inc luding Iraditional 

utilitics, non-ut i l i ty  attd merchan t  generators ,  munic ipa l  utilities and cooperal ives .  Each entity is 

genera l ly  mode led  as an individual  "n~,Kle. ''2 For most  o f  the regions  included in the model ,  

This list was selected in recognition of the (_'ommission's guidance regarding the number of wheels a potential 
supplier can realistically Ira'.el and still be considered a player in the destination market. For example, in 
Fit:~rEnet~r. the Commission limited the number of wheels "'a supplier could reasonably travel to reach the 
destination market." *ecognizing thal "[re]ore distant suppliers would lace conmderahle losses and transmission 
costs." The Commission limited the potential suppliers to those within fi~ur ~heels. (2kto lz~lLson C'o.. 80 FERC ¶ 
61.039. rek g dcnied. 81 FERC ¶ fl.l(lg (1997).reh g dcmed. 85 FERC ¶ fil.203 ( ICY98). 

Also. the request fi~r ,.omments on the use of computer models in merger analysis suggests that "three '...'heels has 
t~-'cn deemed adequate." Inquiry Concerning the Commission's Policy on the Use of Computer Models in Merger 
Analysis, Notice of Request Ibr Written Comments and Intent to (,'onvene a Technical Conference, Docket No. 
['l 9~-6-000. April 16. 19q8. at 24, Including a broader geographic region implies adding additional potential 
~,uppliers not controlled by applicants; thus. defining the set of Potenlial suppliers in Ibis manner is con~r,,atlve. 

I he lenll "'nodes" is used ill ( 'ASm It) denote a region or bubble ,.,,here load. gerLeration, or transllnsslon ilSSelS are 
aggregated 
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including the relc',ant regional transmission organizations ("RTOs"), balancing authorities ;vcrc 

used to aggregate ger, cration and transmission assets) 

Generat ing Resources 

The mare sources tbr data on generating plant capability are the most recent EIA-860 and 

EIA-411 reports (2007), supplemented by earlier editions as necessary,', as well as data from 

Venb'x (l'ormcrly Global Energy Decisions), Velocity Suite Online, a third-party vendor of such 

infonnatinn. These data sourccs provide intbrmation on capacity (nameplate and scasonal 

summer and w rater) net dependable capacity ("NDC") ratings), planncd rctirements and additions, 

unit status, primary' and secondary thel. a[td o~nership, including jointly-owned units. ND(" 

ratings were used tbt" the analyses, with the Summer ratings used tbr the Shoulder thlle periods. "~ 

Planned retirements ~tnd capacity additions were tel]coted in the analysis, as described below. For 

jointly-owned plants, shares were assigned to each of the respective owners. The capacity 

representing shares of jointly-owned units was "'moved" in most regions of the model from its 

actual physical k~c,ation to the geographic location of the owner because 1 assume that there is firm 

transmission to the owner's balancing authority area. This should be consistent with the treatmem 

of  base flows m the relevant SI[, studies and the non-simultaneous limits. 

Each supplier's generating resources ,.,.'ere adjusted to reflect long-term (one year or more) 

capacity purchases and sales where they could be identified from publicly available data. s ]'he 

capacity representing finn purchases and sales, analogous to the treatment of jointly-owned units, 

'.'.'as "moved" m the model from its actual physical location to the geographic location of the buyer. 

Generation ownership was adjusted to rot]oct the transtbr of control by assuming that the sale 

resulted in a decrease in capacity tbr the seller and a correslxmding increase in capacity for the 

buyer/' Consistent with guidance provided in Appendix A, it ,,,,,as assumed that system power sales 

rhe  PJM RTO was conservatively excluded m the analysis. ,.:','on though it is teclmically within 3 wheels. 

I'he three seasons are Summer (June. July and August), Winter (December, January and Februaryl and Shoulder 
~March through May and September through November). 

"-;ources tbr such mtbrmation include FERC Fon'n I and EIA Fom'~s 411 and 412, utility resource plans and 
\ E R C ' s  Electricity Supply and Demand database (as cmnplied by Venlyxl. Rcqmrements contracts are treated as 
the equl'..aleut of  nati'.e load and potential supplier's Economic Capacity ",,,as not adjusted to refle,.:t them. 

t'onsistent v, ith this assumption. NUGs ~ere  assumed to be under the control of  the purchasing uul W. l h e  
Re,.ised Filing Rcqmrements direct applicants to consider '.'.helher operational control of a unit is Iransferred to Ihe 
buyer. Such infom'Latitm generally is not readily a'.adable Ibr non-applicants, lherefbre. 1 treated long-total sadcs 
~lS ~ l l l g  under the control of the purchaser. 

2 
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',~ere comprised o f  the Mwcst-cost supply fi~r the seizer unless a more representatise price could be 

identified." Public data on purchases and sales, howm,'er, are not entirely complete or consistent 

acro,~s sources. In any event, adjustments to generating capacity for Iong-tem~ sales and porchases 

arc primarily relevanl tbr OG&E.  GRDA.  O M P A  and, to a lesser degree,  uther suppliers in the 

SPP. 

Because the delivered price test is intended to evaluatc energ)'  products, seasonal capacity 

• ,,,'as de-rated to approximate the actual availability o f  the units in each period. That  is, it '.,.'as 

assumed that generation capacity ',','ould bc una',ailablc during some hours o f  the year  for either 

(planned) maintenance or lbrced (unplanned) outages. Data reported in the NERC "'Generating 

Availability Data Sys tem"  ( " G A D S " )  ',','as used to calculate the " 'average equivalent availability 

f'actor'" to estimate total outages, attd the "'average equivalent/brc'ed outage rate" to estimate forced 

outages fbr tbssil attd nuclear plants, s Based on a review o f  historical planned outages in O( i&E 

and the SPP more g.cncrally (as reported in FERC Form 714s), scheduled maintcnance ',',as 

assumed to (~cur  mo~,tly in the Shoulder season (70 percent), ',vith the remainder schcdulcd during 

the Winter season. Forced outages were assumed to occur uniformly throughout the ,.'car. Forced 

and planned outages are applied consistcntly to all units in my analysis, such that the impact o f  

alternative outage rates will typically have a largely symmetr ic  impact on the anaount o f  potential 

generation included in the analysis. 

Supply curves were developed frbr each potcntial supplier in the m(vdel, based on estimates 

o f  each unit ' s  incremental costs. The incremental cost is calculated by multiplying thc fuel cost for 

the unit by the unit 's  efficiency (beat rate) and adding any additional variable costs that may  apply. 

"[ I']he lowest running cost units are used to serve nati'.e load and other firm contractual obligations" (Order No. 
592 at 30,132). The lowest-cost supply that was a',ailable year-round (i.e., excluding hydro) ',,,as used. 1"o the 
extent that long-term sales could be identified specifically as unit sales, the capacity of the specific generating unit 
,has adjusted to reflect the sale. and the ".anable element of the purchase price attributed to the sale ",,','as the 
variable cost of the unit. The dispatch price tor system porchases was based on the energy price reported tot long- 
term purchases in FERC Form I where such purchases could be iderititied and a variable cost price determined. In 
instances '.'.'here the purchases could not be matched with I:'ERC Form 1 data. the dispatch price was estimated. 

For combined-cycle units, the must recent (;ADS dataset do~'s not report a value and the 1999-2(X)3 version of 
t,.,XDs ',',as used. In addition to thermal unit availability, hydro unit availability and generation are spt'cified tbr 
each time period. For each of the time periods analyzed, hydro capacuty factors ha'.e bt:cn assigned to each unit 
based on histort,.:al operation. Capacity, flitters fi)r hydro units were based on five years of Form 759 monthly 
~2cneratlon data, repo-'ted maxlnlum capacities and, ",,.here IICCCS~',aD¢'. assumptions regarding mMiinl.lm capacit', 
(assumed to be 13 percent o f  maxinnml it" rio data Is a', ;lllahle) 
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such as costs Ibr ,,ariablc operations and maintenance ("O&M") and costs tbr cnvironnacntal 

conlrols. '~ 

Data used to derive incremental cosl estimates fi~r each unit were taken from the following 

s o u r c e s :  

l lcat Rates EIA Form 860 and data reported in Ventyx's  database. (Note that 
the most recently available data from the Form 860 date back to 1995.) ;o Full- 
load hcat tale ~crc  uscd in estimating incremental costs. 

Fucl Costs - Futures prices and Regional Projections. Regional dispatch costs 
fur natural gas and oil units wcrc derived from futures market data and spot 
price history (retrieved in February` 2008). For gas-fircd units. I relied on 2008 
NYMEX Ilcnry Hub natural gas thturcs contract prices and applied regional 
basis differentials. 1 used these data to estimate regional delivered commodity 
prices lbr all gas-fired units modeled. Basis differentials were estimated from a 
rcvic,.,, o f  regional market center and Henry Ilub prices from EIA. The 
NYMEX Henry Ilub price, plus each region's basis differential cquals my 
estimated regional price. For oil-fired units, I relied on the NYMEX lhtures 
contract fi~r 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. 1 used plant specific forecasts o f  coal prices (from FERC 
Form 423 supplemented by Vcniyx) as the basis for my coal unit dispatch cost 
and escalated to 2008 using infi)rmation in EIA's  Annual Energy Outlook (table 
15). In instances where no tbrecast was available for a given unit. I used 
regional avcrage price estimate as my dclhult. 

Variable O&M - $1,MWh fi~r gas and oil steam units, $3,MWh tbr 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 are shov.'n in my workpapers. As noted, these ',,affable O&M costs arc" 
generic estimates by plant type and do not necessarily match actual individual 
unit O&M costs. Notably, variable O&M accounts for a minor portion of  the 
dispatch costs used in the analysis, and, imporlantly, the specific O&M 
assumption tends not to alter the merit order o f  the generic types of generation. 

:11 

For non-nlihty gene,ation CNU(is"), the incremental costs '.,.'ere estimated on the hasis of the energ7 price 
reported in relevant regulaloo' filings, if a'.ailable, Otherwise. NUGs were assumed to be must-run and the 
• ,ariable costs set to zero. New merchant and utility capacity included in the analysis '.'.'as priced assuming an 
;J,. erage thll-load he;~t rate of 10.000 Biu'kWh lot combustion turbines and 7,000 Biu,.'kWh for combined cycle 
f.lants unless Infbnn=Ltion fi'om Ventyx was a'.ailable These ,.alues were derived from all evahlation of existing 
Icchnology Variable O&M costs lbr new units were assumed to be the same as for existing units. 

I t~r co,inbreed-cycle units. Ventyx pro'.ides inlbrmation on the combined-cycle and peaking (e g ,  duct tirlngl 
modes of operation and I ha,,e incorporated this inlbrmation ,.,.here a'.aflable. I assunted ;~ generic heat rate Ior the 
duct tinng capacit', ot'8,600 blu kwh 
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Environmental  Costs - All units covered by Phase 11 o f  the ( ' lean Air  Act 
Amcndmcnts  of  1990 ( ( 'AAA} arc assessed a variable dispatch adder to cover  
costs associalcd with SO2 emissions. This unit-specific cost is calculated using 
the SO2 content o f  fuel burned at the unit as reported in FERC Form 423 
(adjusting lbr emissions reduction equipment at the facihty) and an SO2 
allo~,.ancc cost o f  $556,ton for 2008. II In addition to SO2. the unit dispatch 
costs also reflect the impact ot" existing NOx trading programs in the Northeast 
((,YrR). Unit-specific data on NOx rates (Ibs/mmBtu) ,.,.'ere taken from the 
EPA ' s  "'2000 Acid Rain Program Emission Scorecard.";" The N(')x al lowance 
price lbr the OTR was assumed to bc $650 'ton. i~ 

Price Data 

As noted in I-xhibit J - l ,  market  prices ',,.,ere selected based primarily on a review o f  the EIS 

historical real-time prices (an hourly series o f  data) and a forecast o f  market  prices in the SPP from 

Vcntyx (rel~r ted on an hourly basis), t'L Fur the EIS prices and Vcntyx ' s  hourly data scrics. 1 

aggregated the data ir~to the 10 time periods analyzed in the D H ' .  For my  base case pnccs,  I relied 

primarily on the a','cr;~ge o f  the EIS data and Vcntyx 's  forccast in cach o f  the 10 time pcriods. ;s 

1 also reviewed the historical operation o f  generat ing facilities in the SPP in urdcr to verify 

that my assumed market prices and the input prices that drive the incremental cost o f  units in the 

mt~c l  were consistent with historical and cxpcctcd operation. Included in workpapers  is an 

analysis o f  the opctation o f  these units, using intbnnation collected by the Environmental  

Protection Agency  I"EPA") .  ~' While examining capacity l~tctors and historical operating 

II ('onsistent with n'.y meth~xJology tot estimating ct~al prices, I used ph',mt sp,,.'citic t;Jrecasts of SO2 emissions from 
Platts as the basis tbr my coal unit dispatch cost. When there was no forecast for a given unit. l delaulted to 
regional a,.'erage SO: ,..'stimate. SO: costs are from Evolution Markets 1 [.C's Monthly Market Update - SO2 
Markets (September ~,a 2007). 

12 In cases '.,.'here unit..specific data were not available, such as tbr new capacity, the follo;'.ing boiler level 
assumptions were applied, based on the unit's fuel type: Coal -- 0.4; Oil 0.2; Natural Gas - O. I. 

t3 NOx ratt~ ~ere derived fi'om EPA's 2000 Acid Rain Program Emission Scorecard and NOx allowance price is 
t i o r n  l-volutmn Mark¢ls I.I,C"~ Monthly Market Update - NOx Markets (Septem~r 3 ~ 2007). 

I-~ I also reviev,,ed t)G&E's system lambda data and pricing information from FERC's t:ebruat 3' 2008 market 
,,'.crslght report tbr tire SPP region (See I!t_q22 ',~ ~.~.~,~ ti:r, g.gL.l[H[ke!:9', q'_r',.g.~..Ikl-t_']~G~c~',2) 

I '  I '.erified that the underlying gas prices used in my analysis and those underlying \;entyx's tbrecast were 
c,msistent, as shov.n in ,,,.orkpapcrs. I also confir'n~d that the resulting seasonal average prices ,.'.ere consistent 
',~ Ith the actual capacity lhctors for corabined-eycle generation hke Rcdbud. 

it, I PA's (.'ontinumls I.imissiort Monitoring Systera ("(.'li~,lS "') data pro',ides hourly output data on tbssil generators, 
I retric',ed the data ti'or~'~ "t.cntyx. 
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inlbrmation is not n.ccssarilv,'" "' a direct indicator of expected Ol~cration. r the data supports the 

market priccs that I have selected. Specifically, the data show that combined-cycle units 

historically have upcratcd at relatively high capacity factors in the Sumrncr scason, although not 

during the off-peak hours. During the Winter season, they do not appear to have operated outside 

o|" the peak hours. Combined-cycle operation during the Shoulder months is mixed, operating 

similar to the Summer  pattern during months near the Summer (May and September) and operating 

similar to the Winter :¢eason during the Shoulder months around the Winter (November, March). 

Transmission 

The ('ommission's Appendix A analysis specifies that the transmission system bc modeled 

on the basis of inter-control area transmission capability using transmission prices based on 

transmission pro'.iders" maximum non-firm O A T T  rates, except where luwer rates can be clcarly 

documented. This dictates a transportation representation of the transmission network, and the 

structure of CASm was designed to conlbnn to Appendix A This representation remains 

appropriatc for some regions in thc L'nitcd Stales (i.e.. those where transmission sc~'icc is still 

gencrally provided undcr each transmission owner's OATT), such as in SERC. Basing tarifl~s on 

OATT rates is increasingly modified by RTO transmission pricing arrangements, hov,ever, and the 

Commission has instructcd applicants to account tbr thcmJ ~̀ As discussed below, 1 incorporated 

the RTO arrangements in my modeling of transmission rates and limits and havc also cxplicitly 

incorporated Sll.s int,~ my modeling assumptions. 

Balancing authority area-to-balancing authority area transmission capability was taken 

primarily fi'om ()G&E's transmission study (Ibr the direct interconnections between OG&E and 

GRDA and their first-tier balancing authority areas) and from postings on the Open Access Same- 

Time Information System ("OASIS"). For non-SPP markets. OASIS reports Total Transmission 

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

! -  
There are a number of  reasons ,a, hy it is problematic t,.~ use historical operations directly to predict expected 
operations, m addition to the obvious tbreeasting issues. For example, umts may operate for non-economic 
reasons, such as tbr local reliability conditions, in response to specific outages or in support o|" cogeneration 
processes. Units atso may have experienced extended outagt'-s or faced other system conditions that would not be 
,.".,petted to occur in the future, Nevertheless. a review of  historical operzmon can inform the selection of market 
~rlces. 

~,,',' Revived I"tling Rt'quir('ment'~ t.'nder Part 33 o~ the ('ommis~sit.t ~" R,,?uh~ttons. Order N o  t542. FFRC Stats 
& Regs, Regs, Prea:nbles July 1996-Dec. 20001 • 31.111 at 31.,x90 (2(X)t)). ~,n r~'h~e.. Order No 642-A. 94 
I / :RC • 6 t.2,~9 (2(ff) l). ("Revised I:ili.g Reqt~irenletlts'" ~r "'t)rder No. (,-12"') 
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generally are provided monthly lbr a twcive-month period starting with the next month. Monthly 

non-firm ATC postmgs were used in most instances v,'here data from OASIS is a,,ailable. For 

regions '.,,here transmission is no longer posted on a balancing authorit3:' area-to-balancing authority' 

area basis. 1 have generally used values from uldcr filings or used intbrmatiun from other sources, 

ahhough 1 would note that tile assumption on transmission capacity in the regions uutside of the 

dcstination markets' first-tier regions has an insigmficant impact on the results of my analysis. 

For my analy,~is of the SPP EIS market, l used transmisskm limits into SPP from a recent 

SPP report (Southw~,st Power Pool bltm-Rc~ional ..1pl~rai.~al and Study Obse~Tation. 2006 

Summer Peak Tranwmssion Assessment. May 2006). l used the largest of the F('ITCs into SPP as 

an SIL from Eastern Intcrconnection regions, based on the assumption thal the SIt. would be no 

less than the maximum of any one of the FCITCs. ~'~ In my mc~,leling, l also reflected the F('ITCs 

frum each of the other NERC regions in the Eastern Intereonncction, with the SIL limiting imports 

o,.erall."" In addition to the Sll. tbr Eastern lntcreonnection imports, 1 also included potential 

imports frorn WE("(? (610 MW from the DC ties between WECC and SPP) and fi'om the 

Electricity Reliabilit 3, Council of Texas CERCOT") (820 MW frorn the DC ties between ERCOT 

and SPP). Since the DC ties are nut synchronous with the SPP transmission system, they have no 

affect on the S[L There is more than sufficient capacity (both Economic and Available Economic) 

in WECC and ERCOT to fill this transmission capacity. Rather th:m dc,.elop a detailed model of 

WECC and ERCOT, I assumed that these additional imports would be divided among a sufficient 

number of parties tha'~ these imports v,,ould not materially impact the rnarkct 11111s. 

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

Transmission Service) of each utility's Order No. 888 filings were used tbr utilities that are not part 

of RTO arrangements. '~ In many instances, utilities report both on-peak and off-peak ceiling rates 

I~ l'his ts consistent w ilk the manner in ~,hieb l used FCITCs in the FCI I 'C  cas~ &:scribed in Exhibit J-l .  

20 The FCITC values between regions v.ere based on NERC'~ Summer Assessment. 2004. Figure 3 (Normal Base 
Electricity Transfers and FCI'I'Cs), Note that the 2(R)4 report is the most recent that includes the FCITCs bet,.,.een 
\ F R ( '  subregions. (ii ' .en the overall SIL applied into the SPP E[S market, the individual F( IT('s are not critical 
to this analysis. 

zt 1. instances v.here uansmission data were not reported in dollars per MWh. the $'MV~ rates were con,.erted to 
$ MWh rates using the "Appalachian" method.. .Ippah~htan Power ()~. 39 IER(" ,,1 61.296 at 61.965 t 1987). If 
.nstances ~hen data ~as  not a~ ailable. I assumed detault transmisskm rates of  $2 MWb and $1 MWh for peak anti 
off:peak p.erk~ls, respectively 

7 
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m its Order No. 888 filing, l f su ,  the applicable transmission rate for the on- and of  f peak periods 

v.crc used. l fnot ,  the tiled ceiling rate ;,.'us applied for all pcriuds. Ancillary' service charges from 

Schedules I (Schedulitlg, System Control and Dispatch Service) and 2 (Reactive Supply and 

Vohage Control from Generation Sources Scr',ice) of  Order No. 888 filings were added ',,,here 

applicable to determine the final rates. 

Losses, which are assutncd to be 2.8 percent, are assessed tbr each wheel incurred along 

the path to deliver po,.vcr to the destination market but are not added for the final ,,~hecl into the 

dcstinalinn market. 

Allocation of Limited Transmission 

Appendix A notes that there are various mcthcMs tbr allocating transmission, and that 

apphcants should support the method used. z2 For purposes of  this analysis, limited transmission 

capacity was allocated using a prorata "squeeze-doyen'" method, so-named because it seeks to 

prorate capacity at each ntv, le and is the closest approximation to '.,.'hat the Commission applied m 

Firs (Energy  z~ that is computationally feasible. Under this method, shares ofavai lablc 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.e., having a delivered cost less than 105 

pcrcem of  the destination market pricc) cumpcling tu get through a constrained transmission 

interface into a control area, the transmission capability is allocated to the suppliers in proportion 

to the amount of  economic supply each supplier has outsidc the interface. 

Shares on each transmission path are based on the shares of  deliverable energy at the 

source ntv, tc for the particular path being analyzed The calculations start at the outside of  a 

network, defined with the destination market as its center, and end at the destination market itscll~ 

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

22 

2~ 

See lnquiry Concerning the C)mmlt.ssion ~ Merger Police Under the Federal Power Act' Poli 0'  Statement. Order 
No. 592. FI-R(.' Stats & Regs.[Regs. Preambles 1996-2000] ¶ 31,04.4 at 30,133(1996) ("Merger Policy Statement" 
or "'Order No. 592") ("In unany eases, multiple suppliers could be subject to the same transmission path limitation 
to reach the same destination market and the sum of  their economic generation capacity could exceed the 
:ransn',ission capability available to them, In these cases, the A]'C musl be allocated among the potential suppliers 
h r  analytic purposes. There are various methods tbr accomplishing this allocation. Apphcams should supWwt the 
:he/hod used"i, re~ onsuleration denied, Order No, 592-A, 79 FERC ¶ 61,321 (1997) 

t ~huJ Edistm (_'o at 61,1t]6-O7: "When there was more economic capacity for a~ailable economic capacity) outside 
ola transmission intcrlhce than the unre~,er~,'ed capability would allow to be delivered into lhe destination market, 
Ihe transmission capability v, as allocated to the supphers m pro~x~rtion to the amounl of  econonuc capacity each 
supplier had Otllsldc the interface," 

8 
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rules is limited to assigning a unique power tTo'.~ direction to each link lbr any gi',cn destination 

market analysis. Once the links arc given a direction, the complex network can be sol,,ed. ( 'ASm 

implements a series of rules to determine the direction of the path. "lllc lirsl role (and the one 

expected to bc applied most frequently) is based on the direction of the flow under an economic 

allocation of transmission capacity. Other options take into consideration the predominant tlow on 

the line based on desired "¢ohJmc (the amount of economic capacity seeking to reach the 

destination market, the number of participants seeking to use a path in a particular direction, and 

the path direction that points toward the destination market). 

The model proceeds to assign suppliers at each nodc a sharc equal to their maximum 

supply capability. At each node, "new" suppliers (those located at the node outside of tile next 

intcrthce) are given a sh;ire equal to their supply capability, and the shares of  more distant supplicrs 

(those v,'ho have had to pass through intcrthces more remote from the destination market in order 

to reach the node) art: scaled down to match the line capacity into the node. Ultimately. the sharcs 

at the destination market represent the prorated shares of Economic Capacity or Available 

l-conomic Capacity that is economically and physically tbasible. Additional technical dctails of 

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

9 
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C O M P E r l T I V E  A N A L Y S I S  S C R E E N I N G  , M O D E L  ( C A S m )  

(.'REX International's Cornpctiti',e Analysis Screening model C'CASm") is designed to perlbrm the 
calculations required m order to conduct a market power analysis under Appendix A of the FER(' 
Merger Policy' Statement ("Order No. 592" or "'Appendix A")] The delivered price test specified 
m Appendix A requires an analysis of market concentration for a large number of markets under a 
number of different conditions. CASm 15.cilitates this process by performing lh¢ required 
calculations. 

The primary' requirement of Appendix A is to assess potential suppliers to a market using a 
"dcli,,cmd price test." This test involves comparing variable generation costs plus deliver3,.' costs 
(transmission rates, transmission losses and ancillary ser,,iccs) to a "'market price." If the delivered 
cost of generation is less than 105 percent of the market price, the generation is considered 
economic. Economic generation is further limited to the amount that can be delivered into the 
market, given transmission capability and constraints. 

CASm is a linear prot,,ramming ("I.P") model that implements the prescribed delivered price test by 
determining -- for each destination market. Ibr each relevant time period, and for each rcle',;u,t 
supply rncasure -- potential supply to the dcstmation market both pro- and post-merger (or 
transaction). In effcch CASm determines the relevant geographic market by applying the delivered 
price test, based on I11e economics of production and delivery (transmission rotes, transmission 
losses and ancillary services), and also based on the physical transmission capacity available to the 
competing suppliers on an open access basis. This requires a delivery route tbr the energy on the 
established transmissmn paths, each 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 minimization and the delivered price test. 

As a formal matter. ( 'ASm minimizes the pr{xtuction and transmission costs of supplying demand 
in the destination market. Any shortl5.11 in demand is filled by a hypothetical generator located in 
lhe destination market that can produce an unlimited amount of energy, at 105 percent of the market 
price. On this basis, any supplier who can profitably supply energy to the destination market will 
do so, to the maximum extent that their cost structure and the transmission system allow. This 
formulation ensures that no supplied generation is uneconomic: the hypothetical generator ,.,.'ill 
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 Hills. 

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

~, ASm '.,,'as developed under the direction of CRA en'lployees while employed by Pumam, I layes & Bartlett and 
I'ltB-Itagler Broil.x, .rod has been used in analyzing nun'terous mergers and pn'o.cr plant acquisitions ;is. ,.'.ell as 
market-based rate attthonly proceedings before Ibe Commission. 
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• Ecnnnmic Capac i ty  is the amount of  capacity that can reach a market at a cost 
(including transmission rates, transmission losses and ancillary services) no more than 
105 pcrc:nt o f  the destination market price. 

• Avai lable  E c o n o m i c  CapaciP,.' is the amount of  Economic Capacity that is a,.ailablc 
after serx ing native load and other net firm commitments v,'ith the lowest cost units. 

For every analysis, the following process is undertaken: 

First. a I.P problem is solved The I.P construction is slightly different, depending on the 
underlying assumptions of  each o f  the supply measures. CASm includes two options for allocating 
scarce transmission capacity. CASm has a "'proration" option, which is called "squeeze-down?'  
This is discussed in detail below. (Another option is an economic allocation o f  limited transfer 
capability. Under this option, where available supply exceeds the ability, or ' the network to deliver 
that capacity to the destination market, the least-cost supply is allocated the a'.ailablc transmission 
capacity. ')  

The final step invol,,cs calculating ,,','hat can be dclivcrcd to the dcstinatiou markct, after accounting 
lot line losses. (.'ASn~ allocates total system losses amongst suppliers on the basis on how much 
they iruectcd, and hew far away (ho,.~. many wheels) thcy arc from the destination market. 

E c o n o m i c  Capacity 

For the Economic Capacity analysis, CASm solves an I.P with the tbllowing lbnn: 

minimize  cost lbr supplies at the destination markct 

~td!je~t to: 

supply cost at destination < system lambda ~- 5%, for all suppliers 

supply --. quantity , tbr each node and tranche 

supply '- tlows in - flows out ~. "'demand", [br each n~vdc 

linc flov,'s are adjusted for losses, tbr all interconnections 

line flows < available limit, tbr all interconnections (constrained network only) 

sum over lines (flow * simuhaneous factor) < -  simuhancous limit, tbr all limits 

2 L.ASm call be m(~difed to apply different proration methods ",', hen appropriate tbr some analyses 

\,,allablc quantrt.x tla} be modlficd, See discUSSlO[1 ill the Output (.'apacity secmm, 

4 
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stun over nodes (net injection * f[owgatc lhctur) .:- t ie 'agate limit, tot all limits 

The objective is slightly diltbrcnt v.hen transmission capacity is to be prorated. "File objective then 
bccOIllCS: 

minimtze cost lbr supplies at the destination market: and 

mimmize divergm]ce from calculated pro rata "'share." ff>r each supplier 

And, ~ here o~ nership imputation is being used. the following constraints arc added: 

sum over economic "~ tranches < imputed share uf  economic twnches, for all 
owners at each imputed node 

Available Economic Capacity 

For the Available Economic Capacity analysis. ( 'ASm solves an LP with the following tbma: 

minimize cos t /b r  supplies at tile destination market 

.~ul)jt'('l to .  

supply cost at destination < system lambda ~ 5%, for all suppliers 

supply < quantity (less nati'.e load), tbr each node and tranchc 

supply - flows in tlo',vs out , "'demand". tbr each node 

line tlows arc adjusted for losses, tbr all interconnections 

line llows < available limit, for all interconnections (,constrained network only) 

sum over lines (flow * simultaneous factor) <-. simuhaneous limit, tbr all limits 

sum ever nodes (net injection * flowgate thctor) < -  t]owgate limit, tbr all limits 

This is different from the economic capacity analysis only to the extent that potential suppliers are 
required to meet their load obligations prior to participating in the market. 

When transmission capacity is to be prorated the objective becomes: 

minimize cost lbr supplies at the destination market; and 

I conomic Iranchcs are Ihosc that can deli',er to the destination within a speciticd mark up of Ihe market price 
(rypically to5',,,). 
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minimize divergence from calculated pro rata "'share." for each supplier 

And. where ownerskip imputation is being used, the fbllowing constraints arc added: 

Stllql o v e r  e c o n o m i c  t r anchcs  ,:7 i n lpu ldd  share of economic tranchcs, for a]l o ~  ners  

at each  imputed node 

OI.'TPUTS 

The primary output l'r~ml CASm is a report that stmunarizes the results of different analyses. For 
each dcstination malkct, load period and FI'R(_' analysis type, CASm reports thc tbllov, ing tbr both 
pro- and post-merger: 

• Supplied MW 

• Market Share 

• [ l l l l s  

This report also shows the change m l-ll-lls post-merger compared to pre-mergcr. 

CASm also produce,; a transmission report that shov.s the detail of each node, and the injections 
and flows between them. Finally, a summary of the rcsuhs for each market is also produced. 

"SQUEEZE-DOWN" PRORATION 

In the "squeeze-down'" proration algorithm, prorated shares on each line are based on the weighted 
shares of deliverable energy at the sourcc node for that line. As discussed more fully below, 
weighted shares at the destination market node are calculatcd by a recursive algorithm that starts at 
the "'outside" of the network then calculates shares on cach line 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 allocatcd shares at each node. and hence each outgoing line, 
based on the results of an algorithm that considers both supply and transfer capability at each node. 
Starting at the "'outside" of the network, CASm calculates a share at each node that is based on a 
proportion of thc incoming transfer capability (and the share of that capability allocated to each 
supplicr), and the maximum economic supply available at that node. When the algorithm reaches 
the destination market, a total share of the incoming transfer capability has bccn determined. 

This algorithm requires that all possible paths are simultaneously ti:asible, which, in turn. requires 
that each line be assigned a unique "direction." The stcps of the proration algorithm include: 

I. A C-:-+ program enumerates all possible paths to the destination, the cost of transmission on 
each 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. 

6 
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The nfinirnum "entt 5, cost" for each supplier is calculated. This cost is the injection cost of the 
cheapest generator that has capacity fbr possible deliver2:' to the destination. 

3. Paths for v, hich the entry cost plus the transmission cost are higher than 105% of the 
destination market price are rejected as being uneconomic. 

. To the extent remaining paths are not simuhancously feasible Ibecause, for example, suppliers 
can sock to use the paths in both directions), a series of decision rules fbr determining the 
direction of the line are undertaken (in the fbllowing order): 

• Instructions can be manually input as to the chosen direction of a line. 

• Merger-case decisions should be consistent with base-case decisions. 

• The direction of the line as detenmncd in an economic allocation of available 
transmission is applied. 

• The direction heading toward a destination market, if'it is clear, is chosen. 

• The direction that retains the maximum potential volume-weighted flow on the line 
(calculated from the paths that depend on this line) is chosen. 

• The direction on which the maximum number of economic paths depend is chosen. 

If these other options fail to reach a feasible solution, manual input will be required. 

. 

. 

. 

If there are simultaneous limits, they are checked tbr feasibility. All lines that have a 
worsening cffccz on a simultaneous constraint, given their defined flow direction, are checked 
against the simultaneous limit. It"they would exceed the simultaneous limit if tully utilized, 
then their maximum capacity is prorated downwards in proportion to their respective limit 
participation l,lc!ors. In this way, no set of targets ",,,,ill be produced that could not be delivered 
in a v,'ay that is feasible with the simultaneous limits. 

Proration begins at nodes furthest from the destination market (where only exports, and no 
imports are being attempted). Suppliers at these nodes are assigned a "share" equal to their 
maximum ~,x:onomic 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 are assigned a "'share" equal to their 
maximum economic 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 n(x:les and the 
destination market has not yet been reached (i.e., a loop is detected), flow is disallowed from 
any unresolved node to the furthest and smallest m~-tc affected by a loop. 
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9. The proration has been completed v.hcn the destination market node has been rcsolxed. At that 
point, the "'shares" at the destination market represent the prorated sharcs of deli,.erablc energy. 

10 If ownership at a node is to be "'imputed," or credited to another node, further proration targets 
arc calculated. First, only those tranches that can dcli',er to the destination ,.~ithin 105% of the 
market price are considered. A /'actor representing the share each nwncr has of these economic 
tranches is calculatcd. For cach owner, a constraint is calculated thai limits the sum of 
injections 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 economic capacity at a node is 
I~Jirl', reflected it" the final solution outcome. 

l I. Injections fc~r each supplier are "'capped" at the calculated shares, and these iniccti~ms are ther~ 
checked tbr economic feasibility. While suppliers nccd not deliver their energy to the 
destination in e'~actly the way that their share ',,.as calculated, the solution is still both 
economically an,J physically feasible. The final solution represents the least-cost method of 
dclivcring these ~.upplies. 

CASM IMPLEMENTATION 

(_'A%m has bccn implemented using GAMS (Generalized Algebraic M~c l ing  System). GAMS is 
a programming language which supports both data manipulation and calls to many mainstream 
mathematical modeling systcms, The linear programming problems generated by CASm are 
sol,.cd by BI)MI,P or CPI,EX. The path enumeration program has bccn written in Microsoft 
Visual C "',- version 5. 



SPP EIS Market 

[ Pre-Transactlon 

• e I II II 

Period Price 

GRDA Kelaon OKGE OMPA 
Mkt Mkt Mkt 

M W  Share M W  Mkt Share MW Share I ~ N  Share Mkt Size HHI 

Available Economic Capacity 
~Pl  '¢2'~n ~ 05% "~ntn 2' "~';. 158 " ~'°' uv,-o . . . .  

S_SP2 3120 57 0.6% 2.022 21 1% 306 3 2% 0 0 0% 9,566 
S__P $75 241 2.4% 1.974 19 9% 0 0.0% 80 08% 9,946 
S_OP $45 0 0.0% 0 0 0% 0 0.0% 0 00% 4.194 
W.SP $85 230 2.3% 2,263 221% 501 49% 0 00% 10.258 
W_P $60 425 4.6% '1,815 195% 0 0.0% 68 0 7% 9 319 
W_ OP $40 134 28% 0 0.0% 0 0 0% 0 0.0% 4,816 
SH SP $80 367 33% 1.758 15 8% 960 8.6% 149 1 . 3 %  11.161 
SH P $55 165 20% 1.255 15.6% 0 00% 97 1 . 2 %  8.046 
SH OP $35 92 21% 0 00% 0 00% 0 00% 4.337 

Exhibit J-6 

I [ Post-Transaction [ 
GRDA OKGE OMPA 

Mkt Mkt Mkt 
M W  Share M W  Share M W  Share Mkt Size HHI 

HHI 
Chg. 

EIS Market includes the followm 9 balancing aulhordy areas. 
OG&E. AEP West, EDE. GRDA. KACY. KCPL. SECI. SPRM. SWPS. WFEC and WR 
(see http//www spp org/pub~EatK3ns/SPp _Footpnnls pdf) 

Impocts from DC. T~es modeled as being supphed by 14 equal ssze enhtles 

Economic Capacity 

S SP1 $250 1.293 2 8% 1.779 39% 6.344 13 8% 649 14% 46,141 995 1 .542  33% 6.608 143% 713 I 6% 46,142 1 007 12 
S SP2 $120 1.271 2.8% 1.781 39% 6 ,344  14.0% 638 14% 45.194 1 .014  1 .519  34% 6.608 146% 702 16% 45.195 1.026 12 
S.P $75 1.171 3.4% 1.742 5 1% 3 .485  10.2% 576 1 7% 34.307 1.015 1.419 4 1% 3.749 10 9% 640 1 9% 34.308 1.023 8 
S OP $45 774 3.6% 0 0.0% 2 .737  12.8% 298 1 4% 21.344 1.034 774 3 6% 2.737 12 8% 298 1 4% 21 344 1.034 0 
W. SP $85 1,148 3.1% 2,034 55% 5 .070  13.8% 481 1 3% 36.726 971 1,377 3 8% 5.605 15 3% 617 1 7% 36.726 997 27 
W P $60 1.073 4.1% 1.754 6.7% 2.731 10 4% 414 16% 26.153 782 1 .218  47% 3.148 12 0% 521 20% 26.153 797 14 
W. OP $40 693 3.6% 0 00% 2 ,422  125% 279 14% 19.317 984 693 36% 2.422 125% 279 14% 19,317 984 0 
SH_SP $80 1.128 33% 1.470 43% 4 ,748  14.0% 555 16% 33.986 994 1 .327  39% 4.942 143% 601 1 8% 33,986 1.005 11 
SH P $55 819 33% 1.211 4.9% 2.971 119% 446 18% 24.919 803 941 38% 3.056 123% 464 19% 24.919 807 4 
SH_OP $35 669 3.5% 0 0.0% 2.371 12.5% 277 1 5% 18.943 976 669 3 5% 2 371 12 5% 277 1 5% 18.943 976 0 

967 299 32% 422 4 b';'o bU U 5% 9.416 794 -193 
992 306 3 2% 570 6 0% 54 06% 9.557 811 -181 
994 489 5 1% 0 0 0% 144 15% 9.683 863 -131 
343 0 0 0% 0 00% 0 00% 4 194 343 0 
999 459 4.5% 1.037 10 1% 128 1 2% 10.250 785 -214 
963 570 6.4% 0 0 0% 175 2 0% 8.902 827 -136 
402 134 28% 0 0 0% 0 0 0% 4,816 402 0 
794 566 51% 1.155 103% 195 1.8% 11.161 735 -59 
868 287 3 6% 0 0 0% 115 1 5% 7.961 814 -53 
386 92 2 1% 0 00% 0 00% 4.337 386 0 



O G & E  and G R D A  Balanc ing Author i ty  Areas  
B a s e  C a s e  

Pre-Transactlon 

Period Price 

GRDA 
Mkt 

MW Share 

Kelson 
Mkt 

MW Share 

Available Economic Capacity, OG&F 
S.SP1 $250 1 0 1% 605 64.9% 
S SP2 $120 1 01% 606 56.0% 
S_P $75 2 03% 604 763% 
S_OP $45 0 00% 0 00% 
W_SP $85 8 0.4% 1 .098  471% 
W_P $60 8 0.5% 798 47.8% 
W_OP $40 6 0.7% 0 0 0% 
SH SP $80 4 02% 567 265% 
SH P $55 0 00% 276 301% 
SH OP $35 1 02% 0 00% 

Available Economic Capacity, GRDA 

OKGE OMPA 
Mkt Mkt 

MW Share MW Share Mkt Size HHI 

158 169% 0 0 0% 933 4 560 
306 28 3% 0 0 0% 1.081 3.985 

0 0.0% 80 101% 792 5.948 
0 00% 0 00% 137 869 

501 21 5% 0 00% 2.332 2,749 
0 00% 68 4 1% 1.667 2.425 
0 00% 0 0 0% 930 594 

960 44.8% 149 70% 2,142 2.793 
0 00% 97 10 6% 917 1.228 
0 0.0% 0 00% 594 618 

I I  

S SP1 $250 50 164% 68 22.1% 2 08% 0 00% 308 1.272 
S. SP2 $120 57 18.2% 70 22.3% 4 14% 0 00% 315 1.308 
S P $75 241 48.3% 75 15 1% 0 00% 1 0.1% 498 2.777 
S OP $45 0 0.0% 0 0 0% 0 00% 0 0.0% 258 765 
W..SP $85 230 335% 199 29.0% 0 0.0% 0 0 0% 687 2.048 
w P $60 425 48 2% 145 164% 0 00% 3 04% 882 2.665 
W_OP $40 134 22.7% 0 0.0% 0 0 0% 0 0 0% 591 842 
SH_SP $80 367 38.9% 214 22.6% 0 0.0% 33 35% 944 2.114 
SH_P $55 165 22.2% 22 2,9% 0 0.0% 3 04% 742 909 
SH_OP $35 92 13,8% 0 0.0% 0 0.0% 0 00% 670 638 

• l • 

Exhibit  J-7  

Post-Transaction I 
GRDA OKGE OMPA 

Mkt Mkt Mkt HHI 
MW Share MW Share MW Share Mkt Size HHI Chg. 

2 03% 422 65 8% 50 7 8% 641 4.519 -41 
2 03% 570 71 8% 54 6 9% 793 5,287 1.303 
3 1 2% 0 0 0% 144 57 5% 250 3.527 -2.421 
0 0 0% 0 00% 0 00% 137 869 0 

14 0.7% 1.037 505% 128 62% 2.054 2.753 4 
11 1 1% 0 00% 175 164% 1.064 673 -1.751 
6 07% 0 00% 0 0 0% 930 594 0 
6 03% 1.155 60 3% 195 10 2% 1.913 3,823 1.030 
0 01% 0 00% 115 170% 679 685 -543 
1 02% 0 00% 0 00% 594 618 0 

299 651% 4 09% 0 01% 459 4.384 3.113 
306 656% 5 1 2% 1 0 1% 466 4 458 3.150 
489 75 3% 0 0 0% 1 02% 649 5.765 2.988 

0 00% 0 00% 0 00% 258 765 0 
459 605% 12 16% 15 20% 758 3.788 1.740 
570 65 6% 0 00% 18 2 0% 869 4,365 1.70{I 
134 227% 0 0.0% 0 00% 591 842 0 
566 580% 0 0 0% 41 4 2% 975 3.529 1.416 
287 41 2% 0 0 0% 2 0 3% 696 1,934 1.025 

92 13 8% 0 0.0% 0 0 0% 670 638 0 
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OG&E and GRDA Balancing Authority Areas 
Base Case 

Pre-Trensaction 

Period Price 

GRDA Kelson OKGE OMPA 
Mkt Mkt Mkt Mkt 

M W  Share M W  Share M W  Share M W  Share Mkt Size 

Economic Capacity. OG&E 
S_SP1 5250 6 
S_SP2 $120 6 
S_P $75 6 
S_OP $45 5 
W..SP $85 25 
W_ P $6O 2O 
W_OP $40 21 
SH SP $8O 7 
SH P $55 7 
SH_OP $35 6 

JI 

HHI 

Post-Transaction 
GRDA OKGE OMPA 

Mkt Mkt Mkt 
M W  Share M W  Share M W  Share Mkt Size 

Exhibit J-7 

HHI 
HHI 

Chg. 

0 1% 580 74% 6,344 80.9% 649 8.3% 7,842 6.669 5 0 1% 6.608 87 4% 713 94% 7,564 7.722 1.053 
0.1% 580 7.4% 6.344 810% 638 8.2% 7.830 6.686 5 0 1% 6.608 875% 702 93% 7.552 7,743 1 057 
0.1% 583 121% 3.485 720% 576 11 9% 4.839 5 477 5 0 1% 3.749 82.2% 640 14.0% 4.560 6,956 1 480 
0.2% 0 00% 2.737 84 5% 298 9 2% 3.238 7,237 5 02% 2.737 84 5% 298 9 2% 3.238 7.237 0 
0.3% 955 128% 5.070 68.1% 481 65% 7.447 4.855 26 04% 5.605 78 1% 617 86% 7.178 6.187 1,332 
04% 716 149% 2.731 56.8% 414 86% 4,804 3.554 21 05% 3.148 68.2% 521 113% 4.618 4.801 1.247 
06% 0 00% 2.422 65.6% 279 75% 3.691 4.423 21 06% 2.422 65 6% 279 75% 3,691 4,423 0 
01% 475 7.4% 4.748 74,2% 555 87% 6,397 5.648 7 0 1% 4.942 801% 601 9 8% 6.168 6.524 876 
02% 247 5.8% 2.971 69 2% 446 10 4% 4.295 4.944 7 02% 3.056 73 8% 464 11 2% 4.142 5.587 643 
0.2% 0 0,0% 2.371 71 8% 277 84% 3.300 5.265 6 02% 2.371 71 8% 277 8 4% 3 300 5 265 0 

11 07% 29 1 9% 3 02% 1.551 6.983 
11 0.7% 29 1 9% 3 0 2% 1,528 6,942 
17 1 2% 23 1 6% 3 0 2% 1.428 6.745 
0 0 0% 20 1 9% 2 0.2% 1.031 5.689 

38 24% 102 63% 11 0.7% 1.605 5.200 
38 2.5% 104 68% 14 09% 1,530 5.006 

0 00% 27 2 4% 3 0 3% 1.150 3,779 
39 23% 120 7 0% 22 1 3% 1.705 4,482 
10 07% 150 108% 21 15% 1.396 3.631 
0 00% 42 34% 5 0.4% 1,246 3.072 

Economic Capacity, GRDA 
S SP1 $250 1.293 83.4% 
S_SP2 $120 1.271 83.2% 
S_P $75 1.171 82.0% 
S._OP $45 774 75.0% 
W_SP $85 1.148 71 5% 
W_P $60 1.073 70.2% 
W_OP $40 693 60.3% 
SH_SP $80 1.128 661% 
SH .P $55 819 586% 
SH_OP $35 669 53 7% 

1.542 90.6% 19 11% 2 01% 1,702 8,213 1.231 
1.519 90 5% 19 12% 2 0 1% 1.679 8,190 1.248 
1.419 89.8% 16 10% 3 02% 1579 8080 1.336 

774 750% 20 1 9% 2 0 2% 1 031 5.689 0 
1,377 82 1% 77 46% 10 06% 1.676 6.783 1.583 
1,218 803% 79 5.2% 12 08% 1,517 6,486 1.480 

693 603% 27 24% 3 03% 1,150 3,779 0 
1.327 764% 95 54% 17 10% 1.736 5.897 1415 

941 69 7% 106 7 9% 15 1 1% 1.350 4.959 1 328 
669 537% 42 34% 5 04% 1.246 3.072 0 
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OG&E Balancing Authority Area 
F C I T C  Case 

I Pre-Transaction 

Period Price 

GRDA Kelson OKGE OMPA 
Mkt Mkt Mkt Mkt 

MW Share MW Share MW Share MW Share Mkt Size 

Available Ec.nnoml¢ Capmcity, OG&E 

HHI 

S SP1 $250 5 0.2% 901 41.2% 158 72% 0 0.0% 2,188 2.053 
S SP2 $120 6 0.3% 892 38.2% 306 131% 0 00% 2.336 1,888 
S .P $75 27 1.3% 876 428% 0 0.0% 80 3.9% 2.047 2.178 
S O P  $45 0 0.0% 0 00% 0 0.0% 0 0.0% 1 393 957 
W_SP S85 18 06% 1,292 40.4% 501 15.7% 0 00% 3.202 2009 
W.P $60 17 07% 940 37.1% 0 0.0% 68 27% 2.532 1.589 
W OP $40 11 0.6% 0 0.0% 0 0.0% 0 00% 1.800 655 
SH_SP $80 9 0+3% 733 26.0% 960 34.1% 149 53% 2.818 1.963 
SH .P $55 0 00% 332 20.8% 0 0.0% 97 61% 1 592 808 
SH_OP $35 3 0+2% 0 0+0% 0 00% 0 0+0% 1.269 615 

Economic Capacity, OG&E 
S_SP1 $250 63 0.7% 635 70% 6.344 697% 649 7.1% 9.098 4,992 
S_SP2 S120 63 0.7% 634 70% 6.344 698% 638 7.0% 9.086 5.001 
S_P 875 60 1 0% 660 10.8% 3.485 57.2% 576 95% 6,094 3.522 
S_OP $45 48 11% 0 0.0% 2.737 60.9% 298 6.6% 4.494 3.877 
W_SP $85 56 0.7% 1,009 12.1% 5,070 61.0% 481 58% 8.317 3936 
W_P $60 46 08% 763 13.5% 2,731 48.1% 414 73% 5.674 2.621 
W_OP $40 41 0.9% 0 0.0% 2.422 53.1% 279 6 1% 4.561 3.015 
SH_SP $80 18 0.3% 516 7.3% 4.748 67.1% 555 79% 7.073 4,651 
SH_P $55 12 0.3% 271 5.5% 2.971 59.8% 446 9.0% 4.970 3,742 
SH_OP S35 12 0.3% 0 0.0% 2.371 59.6% 277 70% 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 0.3% 1.106 39.3% 660 23.5% 69 25% 2.816 2.188 
SH. P 555 0 0.0% 710 37.9% 0 0.0% 17 09% 1.872 1.660 
SH OP $35 3 0,2% 0 0+0% 0 0+0% 0 0.0% 1.253 606 

I I  

Economic Capacity, OG&E 
SH_SP $80 21 0.3% 896 12.7% 4.448 629% 475 6 7% 7.071 4.190 
SH_P $55 12 0.2% 655 132% 2.671 538% 366 7.4% 4.968 3,174 
SH_ OP $35 12 0,3% 0 0.0% 2.371 59.7% 277 70% 3 973 3.699 

I • I I  • 

Post-Transaction 

Exhibit J-8 

I 
GRDA OKGE OMPA 

Mkt Mkt Mkt HHI 
MW Share MW Share MW Share Mkt Size HHI Chg. 

27 1.4% 422 21 3% 50 2,5% 1.976 1.145 -907 
32 15% 570 268% 54 2.6% 2.129 1,252 -635 
52 33% 0 0.0% 144 91% 1.585 1,128 -1.050 

0 00% 0 0.0% 0 00% 1.393 957 0 
36 1.2% 1,037 342% 128 42% 3.033 1.521 -488 
26 1,3% 0 00% 175 86% 2.043 554 -1.035 
11 0.6% 0 0 0% 0 00% 1.800 655 0 
13 0.5% 1.155 433% 195 73% 2.665 2.176 213 
0 0.0% 0 00% 115 81% 1.430 587 -221 
3 0.2% 0 00% 0 00% 1.269 615 0 

71 08% 6.608 74 3% 713 60% 
71 08% 6.608 74 3% 702 79% 
69 1 2% 3,749 63.6% 640 10.9% 
48 11% 2.737 60.9% 298 
64 06% 5.605 68.7% 617 
53 10% 3.148 56,2% 521 
41 09% 2.422 53,1% 279 
20 03% 4.942 71 4% 601 
13 03% 3.056 62 5% 464 
12 03% 2,371 59.6% 277 

8899 5611 619 
8.888 5.621 621 
5.896 4 216 694 

6.6% 4.494 3.877 0 
7.6% 8,157 4.826 890 
9,3% 5.597 3.331 710 
6,1% 4.561 3+015 0 
8,7% 6,920 5.210 560 
9 5% 4,894 4.056 314 
7.0% 3 976 3.698 0 

13 05% 1.155 434% 195 73% 2.663 2.164 -23 
0 0 0% 0 0 0% 115 82% 1.410 559 -1.100 
3 0.2% O 0 0% 0 0 0% 1 253 606 0 

24 03% 4,942 71 4% 601 87% 6,918 5,211 1 021 
13 03% 3.056 625% 464 95% 4.892 4.056 882 
12 03% 2.371 597% 277 70% 3.973 3.699 0 

k) 
0 
0 
¢0 
0 

k)  

I 
0 
0 

M 

0 

(3 

0 

h)  
0 

h)  
0 
0 
¢0 



OG&E and GRDA Balancing Authority Areas 
GRDA Share of Redbud Over Requirements Remains in OG&E Balancing Authority Area 

l Pre-Transaction I I  
GRDA Kelson OKGE OMPA 

Mkt Mkt Mkt Mkt 
MW Share MW Share MW Share MW Share Mkt Size HHI Period Price 

Available Economic Capacity, OG&E 
S SP1 $250 5 0 2% 901 41 2% 158 7,2% 0 0 0% 2.188 2.053 
S_SP2 $120 6 0 3 %  892 38.2% 306 131% 0 0 0% 2.336 1.888 
S_P $75 27 13% 876 428% 0 00% 80 39% 2,047 2.178 
S OP $45 0 0.0% 0 0 0 %  0 00% 0 00% 1.393 957 
W..SP $85 18 06% 1.292 404% 501 157% 0 00% 3.202 2,009 
W_P $60 17 0.7% 940 37,1% 0 00% 68 27% 2.532 1.589 
W OP $40 11 06% 0 0 0% 0 00% 0 0 0% 1.800 655 
SH_SP S80 9 03% 733 260% 960 34.1% 149 53% 2.818 1.963 
SH P $55 0 00% 332 208% 0 O 0% 97 6 1% 1,592 808 
SH_OP $35 3 02% 0 0 0 %  0 0.0% 0 0.0% 1,269 615 

II • @ 

Exhibit J-9 

Post-Transaction I 
GRDA OKGE OMPA 

Mkt Mkt Mkt HHI 
MW Share MW Share MW Share Mkt Size HHI Chg. 

253 119% 422 198% 50 23% 2,134 1.066 -986 
255 11 2% 570 24 9% 54 2 4% 2.286 1.163 -725 
278 160% 0 00% 144 82% 1.743 1.095 -1,083 

0 0 0% 0 0 0% 0 0 0% 1.393 957 0 
248 78% 1.037 324% 128 40% 3.197 1.412 -597 
161 7 6% 0 0 0% 175 82% 2.124 542 -1.046 

11 0.6% 0 00% 0 00% 1,800 655 0 
208 74% 1.155 41 0% 195 6,9% 2.814 1.991 28 
122 8.2% 0 00% 115 7 7% 1.503 563 -245 

3 02% 0 0 0% 0 0 0% 1.269 615 0 

Economic Capacity, OG&E 
S_SP1 $250 63 0.7% 635 70% 6,344 69 7% 649 7 1% 
S_SP2 $120 63 07% 634 70% 6,344 698% 638 70% 
S P $75 60 1 0% 660 108% 3.485 57.2% 576 95% 
S OP $45 48 11% 0 0 0 %  2.737 609% 298 66% 
W_SP $85 56 0 7 %  1.009 12.1% 5.070 61 0% 481 5.8% 
W P $60 46 0.8% 763 135% 2.731 48 1% 414 73% 
W OP $40 41 09% 0 0 0 %  2.422 53 1% 279 6,1% 
SH_SP $80 18 03% 516 7.3% 4,748 671% 555 7,9% 
SH.P $55 12 03% 271 55% 2.971 598% 446 90% 
S H O P  $35 12 0 3 %  0 0 0 %  2.371 596% 277 7.0% 

9.098 4.992 310 34% 6,608 730% 713 79% 9,057 5.425 433 
9,086 5.001 309 34% 6.608 73 1% 702 7 8% 9,045 5.435 434 
6,094 3.522 307 51% 3,749 61 9% 640 10 6% 6.054 4.018 496 
4.494 3.877 48 11% 2.737 60 9% 298 6 6% 4.494 3.877 0 
8.317 3,936 284 3 4% 5.605 67 4% 617 7 4% 8.321 4 646 710 
5.674 2,621 191 34% 3.148 555% 521 92% 5.678 3.243 622 
4.561 3.015 41 09% 2.422 53 1% 279 6.1% 4.561 3,015 0 
7.073 4.651 216 3 1% 4.942 69.9% 601 85% 7.069 5,000 349 
4.970 3.742 134 2 7% 3.056 615% 464 9 3% 4.966 3,941 199 
3.976 3.698 12 0.3% 2.371 59 6% 277 70% 3,976 3.698 0 
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OG&E and GRDA Balancing Authority Areas 
GRDA Share of Redbud Over Requirements Remains in OG&E Balancing Authority Area 

[ Pre-Transaction I I  
GRDA Kelson OKGE OMPA 

Mkt Mkt Mkt Mkt 
MW Share MW Share MW Share MW Share Mkt Size HHI Period Price 

Available Economic Capacity, GRDA 
S SP1 $250 50 164% 68 221% 2 0.8% 0 00% 308 1.272 
S SP2 $120 57 182% 70 22.3% 4 1.4% 0 0.0% 315 1,308 
S.P $75 241 48.3% 75 151% 0 00% 1 01% 498 2.777 
S OP $45 0 0 0 %  0 0.0% 0 0 0% 0 0.0% 258 765 
W SP $85 230 335% 199 290% 0 0 0 %  0 00% 687 2,048 
W_P $60 425 482% 145 16.4% 0 0 0% 3 04% 882 2,665 
W OP $40 134 227% 0 0 0 %  0 00% 0 00% 591 842 
SH SP $80 367 38.9% 214 22 6% 0 00% 33 35% 944 2.114 
SH P $55 165 22 2% 22 2 9% 0 00% 3 04% 742 909 
SH OP $35 92 13.8% 0 0 0 %  0 00% 0 00% 670 638 

Economic Capacity, GRDA 
S SP1 $250 1.293 83.4% 11 0 7 %  29 19% 3 02% 1,551 6,983 
S_SP2 $120 1,271 83.2% 11 0.7% 29 1 9% 3 02% 1,528 6,942 
S P $75 1,171 82.0% 17 1.2% 23 1.6% 3 02% 1,428 6,745 
S OP $45 774 750% 0 0 0 %  20 1 9% 2 02% 1,031 5,689 
W_SP $85 1,148 71.5% 38 2.4% 102 6.3% 11 0 7% 1,605 5.200 
W_ P $60 1,073 70 2% 38 2.5% 104 68% 14 0.9% 1,530 5.006 
W OP $40 693 60 3% 0 0 0 %  27 2.4% 3 03% 1.150 3,779 
SH_SP $80 1,128 66.1% 39 2.3% 120 7 0% 22 1 3% 1.705 4.482 
SH_P $55 819 586% 10 0.7% 150 10.8% 21 15% 1.396 3,631 
SH OP $35 669 53.7% 0 0.0% 42 34% 5 04% 1,246 3,072 

Transmission values for OG&E based on FCITC 

Post-Transaction 
GRDA 

Mkt 
MW Share 

OKGE OMPA 
Mkt Mkt 

MW Share MW Share Mkt Size 

Exhibit J-9 

HHI 
HHI 
Chg. 

54 19 5% 5 2 0% 1 02% 275 1.194 -77 
61 21 5% 7 25% 1 02% 282 1,288 -21 

245 526% 0 00% 1 03% 465 3,113 336 
0 0 0% 0 00% 0 00% 258 765 0 

271 373% 17 24% 22 3 1% 726 1,711 -337 
454 49.3% 0 0 0% 26 2 8% 921 2,587 -78 
134 227% 0 00% 0 00% 591 842 0 
418 44 3% 0 0 0% 50 5 3% 944 2,250 137 
165 222% 0 00% 3 04% 742 909 0 
92 138% 0 00% 0 00% 670 638 0 

26 1 7% 3 02% 1.518 7,294 
26 1 8% 3 0 2% 1.495 7,257 
21 1 5% 3 0 2% 1.395 7,078 
20 1 9% 2 0 2% 1,031 5,689 

124 7 5% 16 1 0% 1,644 5.027 
130 8 3% 20 13% 1,569 4.833 
27 24% 3 03% 1,150 3.779 

127 7 4% 23 1.4% 1,705 4,544 
150 108% 21 15% 1.396 3.631 
42 3 4% 5 04% 1,246 3,072 

1,294 853% 
1.272 851% 
1.172 840% 

774 75 0% 
1,154 702% 
1,079 68 8% 

693 60 3% 
1,136 666% 

819 586% 
669 537% 

311 
314 
334 

0 
-173 
-173 

0 
62 

0 
0 
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First-Tier Balancing Authority Areas  

Market 

I 
GRDA Kelson 

Mkt Mkt 
Period Price MW Share M'W Share 

Available Economic Capacity 

Pre-Transaction 
OKGE OMPA 

Mkt Mkt 
MW Share MW Share Mkt Size HHi 

AECI S_SP1 $250 39 0.9% 702 16 0% 68 1 6% 0 0 0% 4,387 696 
AECI S_SP2 $120 44 1.1% 837 21.0% 198 50% 0 0 0% 3.992 735 
AECI S_P $75 99 20% 857 17.0% 0 0.0% 17 0 3% 5.043 1,220 
AECI S_OP $45 0 0,0% 0 0,0% 0 0,0% 0 0.0% 4.098 810 
AECI W_SP $85 91 1 5% 1.682 27.5% 0 0 0% 0 0.0% 6.119 1.334 
AECI W_P $60 54 0.8% 1.086 16,4% 0 0.0% 21 0.3% 6,627 1.199 
AECI W OP $40 80 15% 0 0 0 %  0 00% 0 00% 5.516 624 
AECI S H-_SP $80 39 1.2% 688 21.6% 0 0.0% 68 2 1% 3.181 1,251 
AECI SH_P $55 3 01% 51 1 6% 0 00% 4 0 1% 3 141 947 
AECI SH_OP $35 33 1 2 %  0 0.0% 0 0 0% 0 00% 2.713 645 

AEPWest S_SP1 $250 2 00% 1.279 271% 21 05% 0 00% 4,712 2642 
AEP West S_SP2 $120 2 0.0% 1.282 253% 37 0.7% 0 00% 5.063 2,375 
AEP Wesl S_P $75 7 0.1% 1.246 22.2% 0 0.0% 5 01% 5.607 2,210 
AEP Wesl S_OP $45 0 00% 0 0.0% 0 00% 0 0 0% 589 633 
AEP West W_SP $85 7 0.1% 1.180 22.2% 0 00% 0 00% 5.310 2.153 
AEP West W_P $60 9 02% 1.045 23.5% 0 0 0% 2 0.0% 4.439 2.570 
AEPWest W_OP $40 4 07% 0 0.0% 0 00% 0 00% 651 539 
AEP West SH_SP $80 15 0.3% 1.208 206% 0 0.0% 25 04% 5.865 1.946 
AEP West SH_P $55 1 00% 906 204% 0 0.0% 2 0 0% 4.447 2.107 
AEP Wesl SH_OP $35 7 0.7% 0 0 0 %  0 0.0% 0 0 0% 1.025 579 

EDE S_SP1 $250 1 0.3% 46 17,9% 
EOE S. SP2 $120 1 0.4% 47 237% 
EDE S_P $75 3 1.9% 50 32.6% 
EDE S_OP $45 0 0.0% 0 0.0% 
EDE W_SP $85 5 1 5% 124 33.8% 
EDE W_P $60 6 t 7% 55 15.0% 
EDE W OP $40 4 12% 0 0.0% 
EDE SH_SP $80 11 2.3% 141 28.9% 
EDE SH_P $55 1 0.1% 19 38% 
EDE SH OP $35 7 1 4% 0 0,0% 

5 2 2% 0 0.0% 254 2.019 
8 40% 0 00% 200 1.280 
0 00% 1 09% 153 1.400 
0 00% 0 00% 153 840 
0 00% 0 0,0% 366 1.343 
0 0 0% 1 0 3% 366 581 
0 0 0% 0 0.0% 366 613 
0 00% 16 32% 487 1.083 
0 0.0% 0 0.0% 487 628 
0 00% 0 00% 487 597 

I I  

Exhibit J-10 

Post-Transaction I 
GRDA OKGE OMPA 

Mkt Mkt Mkt HHI 
MW Share MW Share MW Share Mkt Size HHI Chg. 

159 3.6% 198 45% 23 0 5% 4.387 573 -123 
161 40% 418 105% 40 1 0% 3,992 530 -206 
164 3.2% 0 00% 66 13% 5043 1.095 -125 

0 0 0% 0 0 0% 0 00% 4.098 810 0 
163 27% 153 25% 64 1 1% 6.119 850 -484 
94 1 4% 0 00% 68 1 0% 6,546 1.081 -118 
80 15% 0 00% 0 0 0% 5.516 624 0 
56 18% 0 0 0% 130 4 1% 3.181 1.074 -177 

3 0 1% 0 0 0% 4 01% 3.141 947 0 
33 1 2% 0 0 0% 0 00% 2.713 645 0 

9 02% 67 1 4% 8 0 2% 4,712 2.563 -80 
9 02% 84 1 7% 8 0 2% 5.063 2.313 -62 

17 03% 0 00% 19 04% 5.607 2.166 -44 
0 0.0% 0 0 0% 0 0 0% 589 633 0 

12 02% 15 03% 8 02% 5.310 2.117 -36 
14 0 3% 0 0 0% 14 03% 4.439 2.520 -50 
4 0 7% 0 0.0% 0 0 0% 651 539 0 

24 04% 0 00% 41 07% 5.865 1,905 ~10 
1 00% 0 00% 2 0 0% 4.447 2.107 0 
7 0 7% 0 00% 0 0 0% 1.025 579 0 

3 1.4% 17 66% 2 08% 254 1 853 -166 
3 1 7% 19 98% 2 11% 200 1.008 -272 
6 4 1% 0 00% 5 31% 153 854 -545 
0 0 0% 0 00% 0 0 0% 153 840 0 

12 32% 0 00% 12 3 2% 366 669 -675 
10 2.6% 0 0.0% 9 23% 366 464 -118 
4 12% 0 00% 0 00% 366 613 0 

17 3 4% 0 0 0% 25 5 1% 487 737 -346 
1 0 1% 0 0 0% 0 0 0% 487 628 0 
7 1 4% 0 0 0% 0 00% 487 597 0 

k) 
0 
0 
¢0 
0 
k) 

I 
o 
o 

M 

0 

(3 

0 

h) 
0 
h) 
0 
0 
¢0 
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F i rs t -T ie r  B a l a n c i n g  A u t h o r i t y  A r e a s  

Market 

[ 
GRDA Kelson 

Mkt Mkt 
Period Price MW Share MW Share 

Available Economic Capacity 

Pre-¥ransaction 
OKGE OMPA 

Mkt Mkt 
MW Share MW Share Mkt Size HHI 

Enlergy S_SP1 $250 26 0.1% 2.680 136% 41 0.2% 0 00% 19.694 963 
Enlergy S_SP2 $120 30 02% 2.716 14.1% 59 0 3% 0 00% 19.318 919 
Entergy S P $75 120 0 9% 2,834 204% 0 0 0% 8 0 1% 13.874 857 
Entergy S_OP $45 0 00% 0 0.0% 0 0 0% 0 0 0% 4.974 668 
l:ntergy W_SP $85 114 0.8% 2.884 197% 0 00% 0 00% 14.639 780 
Enlergy W. P $60 123 09% 2.051 15.1% 0 00% 5 00% 13.561 635 
Entergy W_OP $40 59 1 1% 0 O0% 0 0 0% 0 0.0% 5.653 553 
Entergy SH_SP $80 150 1.1% 2,555 192% 0 O 0% 19 0 1% 13.314 761 
Entergy SH_P $55 8 01% 932 8,0% 0 0.0% 0 0.0% 11.701 557 
Enlergy SH_OP $35 75 1 4% 0 00% 0 00% 0 0.0% 5.380 623 

SPA S_SP1 $250 0 02% 40 30.7% 3 23% 0 00% 129 1,312 
SPA S_SP2 $120 0 0.2% 42 32.8% 5 4.2% 0 00% 129 1.427 
SPA S_P $75 1 09% 46 356% 0 0.0% 1 05% 129 1.692 
SPA S_OP $45 0 0 0% 0 0.0% 0 0 0% 0 00% 129 631 
SPA W_SP $85 4 05% 311 32.0% 0 0 0% 0 0 0% 971 1.334 
SPA W P $60 11 1.2% 162 17.9% 0 0 0% 3 03% 908 595 
SPA W-OP $40 12 1.3% O 0,0% 0 0,0% 0 00% 863 454 
SPA SH_SP $80 6 06% 270 270% 0 00% 8 08% 999 1.016 
SPA SH.P $55 1 0.2% 41 4.4% 0 00% 1 01% 930 543 
SPA SH_OP $35 3 0.3% 0 0 0 %  0 0 0% 0 00% 930 585 

WFEC S_SP1 $250 3 1 2% 76 26.3% 4 1.3% 0 00% 288 1,283 
WFEC S. SP2 $120 4 14% 82 286% 7 24% 0 0.0% 288 1.359 
WFEC S_P $75 14 50% 76 26.5% 0 O 0% 1 03% 288 1.387 
WFEC S_OP $45 0 00% 0 0 0% 0 00% 0 0.0% 288 741 
WFEC W_SP $85 18 2 3% 238 30 4% 0 0.0% 0 00% 782 1.277 
WFEC W_P $60 16 20% 155 198% 0 0.0% 2 03% 782 693 
WFEC W OP $40 11 1.4% 0 0.0% 0 00% 0 00% 782 545 
WFEC SH-_SP $80 19 2 9% 181 28.2% 0 0 0% 14 2.2% 643 1 164 
WFEC SH_P $55 1 01% 39 6.0% 0 0.0% 2 02% 643 567 
WFEC SH_OP $35 5 0.8% 0 0.0% 0 0.0% 0 00% 643 696 

II 

m • • 

E x h i b i t  J - 1 0  

Post-Transaction I 
GRDA OKGE OMPA 

Mkt Mkt Mkt HHI 
MW Share MW Share MW Share Mkt Size HHI Chg. 

149 08% 110 06% 13 0 1% 19.694 941 -22 
154 08% 127 0 7% 14 0 1% 19,318 896 -23 
202 1 5% 0 00% 30 0 2% 13.874 826 -32 

0 0.0% 0 00% 0 00% 4,974 668 0 
196 1 3% 0 0 0% 28 02% 14.639 744 -36 
216 1 6% 0 00% 31 02% 13,546 610 -25 

59 1 1% 0 0,0% 0 00% 5653 553 0 
183 1 4% 0 00% 29 02% 13.314 747 -14 

8 0 1% 0 00% 0 00% 11,701 557 0 
75 1 4% 0 0 0% 0 0 0% 5,380 623 0 

1 1 1% 9 69% 1 08% 129 956 -356 
1 11% 12 92% 1 09% 129 1.067 -360 
2 1.6% 0 0 0% 2 1 8% 129 1,336 -356 
0 00% O 00% 0 00% 129 631 0 
8 09% 27 28% 20 2 1% 971 877 -408 

19 21% 0 0.0% 25 27% 908 408 -187 
12 1 3% 0 00% 0 00% 863 454 0 
8 0.8% 0 0 0% 12 1 2% 999 932 -84 
1 02% 0 00% 1 01% 930 543 0 
3 03% 0 00% 0 0 0% 930 585 0 

17 60% 10 3 5% 1 04% 288 1.056 -228 
17 6 1% 13 4 6% 1 04% 288 1.113 -246 
25 87% 0 00% 3 09% 288 1.217 -170 

0 00% 0 0 0% 0 0 0% 288 741 0 
33 4.2% 25 32% 11 15% 782 858 -419 
25 32% 0 00% 13 16% 782 498 -195 
11 1 4% 0 00% 0 00% 782 545 0 
27 4 2% 0 0 0% 20 3 2°:, 643 930 -233 

1 01% 0 00% 2 02% 643 567 0 
5 08% 0 00% 0 0 0% 643 696 0 

k) 
0 
0 
CO 
0 
k) 

I 
o 
o 

M 

0 

fl 

0 

h) 
0 
h) 
0 
0 
CO 
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F i rs t -T ie r  B a l a n c i n g  A u t h o r i t y  A r e a s  

Market 

I 
GRDA Kelson 

Mkt Mkt 
Period Price MW Share MW Share 

Available Economic Capacity 

Pre-Transacbon 
OKGE OMPA 

Mkt Mkt 
MW Share MW Share Mkt Size HHI 

WR S_SP1 $250 15 0 9% 285 166% 13 0 8 %  0 0 0% 1.716 745 
WR S_SP2 $120 17 1 2% 278 19 2% 24 17% 0 0.0% 1.445 722 
WR S_P $75 66 4 6 %  280 19 4% 0 0 0% 3 02% 1.445 783 
WR S_OP $45 0 0.0% 0 0.0% 0 0 0% 0 0.0% 1,445 719 
WR W SP $85 15 3 2 %  97 206% 0 00% 0 0 0 %  472 686 
WR W_P $60 18 3 8 %  52 11.0% 0 00% 1 0 2% 472 491 
WR W OP $40 12 18% 0 0 0 %  0 0 0 %  0 00% 668 1.121 
WR SH_SP $80 119 5 6 %  367 172% 0 00% 29 13% 2.133 600 
WR SH_P $55 10 0 5 %  69 3.5% 0 0.0% 4 0.2% 1.989 528 
WR SH_OP $35 51 2 6 %  0 0 0 %  0 0 0% 0 0 0 %  1,989 646 

I1 

E x h i b i t  J - 1 0  

Post-Transaction I 
GRDA OKGE OMPA 

Mkt Mkt Mkt HHI 
MW Share MW Share MW Share Mkt Size HHI Chg. 

83 4 9 %  35 2 1~.~, 4 0 2% 1.716 680 -84 
85 59% 45 3 1% 4 0 3% 1.445 614 -108 

120 8 3 %  0 0 0% 9 0 7% 1.445 700 -83 
0 0 0 %  0 0 0 %  0 00% 1.445 719 0 

27 5 8% 7 1 5% 6 1 3% 472 484 -203 
33 6 9% 0 00% 5 1 1% 472 448 4 3  
12 1 8 %  0 00% 0 0 0 %  668 1.121 O 

168 79% 0 0 0 %  46 2 2 %  2.133 520 -80 
10 0 5 %  0 0 0% 4 0 2% 1.989 528 0 
51 2 6 %  0 0 0% 0 0 0% 1 989 646 0 

k) 
0 
0 
¢0 
0 
k) 

I 
o 
o 

M 

0 

(3 

0 

h) 
0 
h) 
0 
0 
¢0 
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Fi rs t -T ier  B a l a n c i n g  A u t h o r i t y  A r e a s  

Manet  

I 
GRDA Kelson 

Mkt Mkt 
Period Price MW Share MW Share 

Economic Capacity 

Pre-Transaction 
OKGE OMPA 

Mkt Mkt 
NEW Share MW Share Mkt Size HHI 

I [  

Exhib i t  J - 1 0  

Post-Transaction ] 
GRDA OKGE OMPA 

Mkt Mkt Mkt HHI 
I~N Share MW Share MW Share Mkt Size HHI Ch 9 

AECI S_SP1 $250 200 23% 133 1.6% 331 39% 34 0.4% 8.589 3.135 212 2,5% 351 4 1% 38 04% 8.589 3.137 1 
AECI S .SP2 $120 199 2 4% 136 1 6% 332 4 0% 33 04% 8.382 3.056 211 2 5% 353 4 2% 37 05% 8,382 3,057 I 
AECI S_P $75 203 25% 196 24% 263 32% 40 05% 8,171 2.921 218 27% 292 36% 46 06% 8.171 2,921 1 
AECI S_OP $45 184 28% 0 0.0% 288 43% 31 0 5% 6.699 1,989 184 2 8% 288 4 3% 31 0 5% 6.699 1.989 0 
AECl W_SP $85 166 1 8% 389 43% 609 6,8% 67 07% 9.026 2.197 181 20% 703 78% 88 1 0% 9,026 2 203 6 
AECI W_P $60 119 1 3% 272 31% 554 62% 75 08% 8.885 2.118 131 15% 626 71% 95 1 1% 8.885 2 125 7 
AECI W_OP $40 110 15% 0 00% 286 38% 33 0.4% 7.557 1.411 110 15% 286 38% 33 04% 7.557 1411 0 
AECI SH_SP $80 84 1 3% 166 26% 212 3 3% 3B 06% 6.459 3.765 92 14% 233 36% 43 07% 6.459 3.765 0 
AECI SH_P $55 69 13% 20 0.4% 279 50% 38 0,7% 5.562 3.078 69 1 3% 279 50% 38 07% 5 562 3.078 0 
AECI SH_OP $35 56 1.1% 0 00% 105 21% 12 02% 5,087 2652 56 1 1% 105 21% 12 02% 5.087 2.652 0 

AEP West S_SP1 $250 19 0.1% 1.125 7.7% 91 0 6% 9 0 1% 14,615 4.586 20 0 1% 98 0 7% 11 0 1% 14.615 4.586 -1 
AEPWesl S SP2 $120 18 0.1% 1.126 77% 92 06% 9 01% 14.565 4.574 20 01% 98 07% 10 01% 14 565 4.574 -1 
AEPWes[ S_P $75 18 01% 1.075 83% 77 06% 12 01% 12.986 4.169 19 02% 86 07% 14 0 1% 12.986 4.167 -2 
AEPWest S_OP $45 14 03% 0 00% 69 14% 7 02% 4.769 6.872 14 03% 69 14% 7 02% 4,769 6.872 0 
AEP West W .SP $85 16 0.1% 1.061 84% 79 0 6% 9 01% 12.640 4.097 17 01% 91 0.7% 11 0 1% 12,640 4,095 -2 
AEP West W_P $60 13 01% 998 110% 69 08% 9 01% 9.058 2.795 14 02% 80 09% 12 01% 9.058 2792 -3 
AEPWest W_OP $40 10 02% 0 00% 61 14% 7 02% 4.354 6.42g 10 02% 61 14% 7 02% 4.354 6429 0 
AEP West SH_SP $80 25 0.2% 988 B.1% 118 1.0% 21 0,2% 12.159 3.910 27 02% 129 11% 24 02% 12.159 3.908 -2 
AEP West SH_P $55 17 02% 898 10.1% 132 1 5% 18 0 2% 8.865 2 665 17 02% 132 1 5% 18 0.2% 8.865 2.665 0 
AEP West SH_OP $35 13 0,3% 0 0.0% 108 2.3% 13 0 3% 4.646 5.414 13 0 3% 108 2,3% 13 03% 4.646 5.414 0 

EDE S_SP1 $250 9 07% 5 04% 11 09% 1 01% 1.318 7,829 10 07% 12 09% 1 01% 1.318 7.829 0 
EDE S_SP2 $120 9 07% 6 05% 15 12% 2 0.1% 1.318 7,829 10 07% 16 12% 2 01% 1.318 7.829 0 
EDE S P $75 9 17% 9 1 7% 11 21% 2 03% 516 5.021 9 18% 12 23% 2 04% 516 5.021 0 
EDE S_OP $45 7 1.3% 0 00% 18 3 5% 2 04% 516 5.030 7 1 3% 18 3 5% 2 0 4% 516 5.030 0 
EDE W_SP $85 18 20% 24 26% 22 2 4% 4 04% 908 3.659 20 22% 27 2 9% 5 0 5% 908 3 659 0 
EDE W _P $60 15 2.2% 15 22% 29 42% 4 0 6% 688 2.349 17 2.5% 33 48% 5 0 7% 688 2 352 2 
EDE W_OP $40 14 20% 0 0.0% 47 68% 5 0 8% 688 2.366 14 20% 47 68% 5 0 8% 688 2.386 0 
EDE SH_ SP $80 21 23% 28 30% 31 3.3% 6 0 6% 935 2.466 23 2,5% 33 3 6% 6 0 7% 935 2 466 0 
EDE SH_P $55 16 20% 8 1 0% 46 57% 5 0 7% 801 1.783 16 2 0% 46 57% 5 07% 801 1.783 0 
EDE SH_OP $35 13 17% 0 00% 45 5.6% 5 0 7% 801 1,788 13 1 7% 45 5 6% 5 07% 801 1.788 0 

k) 
0 
0 
¢0 
0 
k) 

I 
o 
o 

M 

0 

(3 

0 

h) 
0 
h) 
0 
0 
¢0 
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First-Tier Balancing Authority Areas  

Market 

I 
GRDA Kelson 

Mkt Mkt 
Period Price MW Share MW Share 

Economic Capacity 

Pre-Transaction 
OKGE OMPA 

Mkt Mkt 
Share MW Share Mkt Size HHI 

I I  

II 

Exhibit J-10 

Post-Transaction I 
GRDA OKGE OMPA 

Mkt Mkt Mkt HHI 
MW Share MW Share MW Share Mkt Size HHI Chg. 

Entergy S_SPl $250 69 02% 2,052 44% 340 0 7% 35 0 1% 46.373 2.967 71 0 2% 363 08% 39 0 1% 46.373 2.966 0 
Entergy S_SP2 $120 70 0 2% 2,054 4 5% 339 0.7% 34 01% 46.090 2.945 72 0 2% 362 0 8% 39 0 1% 46.090 2.945 0 
Entergy S_P $75 86 0 3% 2.146 7 5% 271 1 0% 41 0.1% 28,615 1.615 89 0 3% 302 1 1% 48 02% 28 615 1.613 -2 
Entergy S_OP $45 103 0.7% 0 0.0% 186 1.2% 20 0 1% 15,653 2.494 103 0 7% 186 1 2% 20 0 1% 15.653 2.494 0 
Enlergy W SP $85 71 02% 2.107 60% 286 08% 38 0 1% 35.208 2.325 75 0 2% 338 1 0% 51 0 1% 35.208 2.323 -2 
Enlergy W_P $60 83 03% 1.592 6.2% 260 1 0% 35 0.1% 25.711 1,540 88 03% 305 1 2% 46 O 2% 25.711 1.538 -2 
Entergy W_OP $40 105 0.7% O 00% 236 1 6% 27 02% 15.047 2.221 105 07% 236 16% 27 0 2% 15.047 2.221 0 
Entergy SH._SP SB0 60 02% 1.913 68% 145 05% 26 0.1% 28.131 1.749 63 02% 159 06% 29 01% 28 131 1.748 -1 
Entergy SH_P $55 86 0.4% 626 28% 326 15% 38 02% 22.183 1.444 86 04% 326 1 5% 38 02% 22.183 1.444 0 
Entergy SH_OP $35 103 07% 0 00% 122 08% 14 0 1% 14.579 2.229 103 0.7% 122 08% 14 0 1% 14.579 2,229 0 

SPA S_SP1 $250 4 0.3% 6 0.6% 19 1 8% 2 02% 1.092 5.027 
SPA S_SP2 $120 4 0.3% 6 0 6% 20 1 8% 2 0.2% 1.089 5.048 
SPA S. P $75 3 0 4% 10 1 1% 16 1.8% 2 03% 911 4.416 
SPA S_OP $45 3 0.4% 0 0.0% 12 1 5% 1 0.2% 795 3.944 
SPA W_SP $85 15 0.9% 71 4.1% 101 58% 11 06% 1.750 1.904 
SPA W_P $60 17 11% 50 3.2% 100 65% 14 09% 1.543 1.385 
SPA W_OP $40 13 09% 0 0 0% 47 3 3% 5 0,4% 1.438 1.192 
SPA SH SP $60 13 08% 70 4 1 %  66 39% 12 07% 1.706 1.518 
SPA SH_P $55 9 06% 17 13% 131 94% 18 1.3% 1.389 895 
SPA SH_OP $35 13 0,9% 0 0.0% 58 4.1% 7 0.5% 1,394 915 

WFEC S_SP1 $250 45 31% 16 1.1% 46 32% 5 03% 1.451 6.490 
WFEC S._SP2 $120 45 3.2% 16 1 1% 46 33% 5 03% 1.412 6.404 
WFEC S_P $75 43 3 6% 23 1.9% 36 3 0% 5 0.5% 1.205 5.859 
WFEC S_ OP $45 34 4 7% 0 0.0% 36 50% 4 05% 730 3.901 
WFEC W_SP $85 63 35% 70 4.0% 179 101% 20 11% 1.772 3.361 
WFEC W_P $60 51 4.4% 69 8.9% 140 119% 19 16% 1,177 1.528 
WFEC W OP $40 45 38% 0 00% 144 12 2% 17 14% 1,177 1611 
WFEC SI~_SP $80 45 2 9% 49 3.1% 138 89% 25 1.6% 1.560 3.656 
WFEC SH P $55 31 30% 21 20% 142 13.8% 19 19% 1029 1.852 
WFEC SH_OP $35 31 30% 0 0.0% 136 132% 16 15% 1.029 1.876 

4 04% 21 1 9% 2 0 2% 1.092 5.027 0 
4 0 4% 21 1 9% 2 0 2% 1.089 5 048 0 
4 04% 18 20% 3 03% 911 4.416 0 
3 04% 12 1 5% 1 02% 795 3.944 0 

17 10% 117 67% 15 08% 1750 1.907 3 
18 1 2% 118 7 7% 18 1.2% 1 543 1,395 10 
13 09% 47 33% 5 04% 1.438 1.192 0 
15 09% 72 4.3% 13 08% 1.706 1.517 -1 
9 0 6% 131 9.4% 18 1 3% 1.389 895 0 

13 09% 58 41% 7 05% 1.394 915 0 

49 3 4% 49 3 4% 5 04% 1.451 6.492 2 
49 35% 49 35% 5 04% 1.412 6.406 2 
47 3,9% 39 3 3% 6 0.5% 1 205 5,861 2 
34 47% 36 50% 4 0 5% 730 3.901 0 
70 39% 204 11 5% 26 1 5% 1.772 3.383 22 
57 48% 164 13 9% 25 21% 1.177 1.558 31 
45 38% 144 122% 17 14% 1.177 1.611 0 
50 3 2% 150 9 7% 28 1 8% 1.560 3.667 11 
31 30% 142 138% 19 19% 1,029 1.852 0 
31 30% 136 13 2% 16 15% 1.029 1.876 0 

k) 
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First-Tier Balancing Authority Areas 

Market 

[ Pre-Transaction 
GRDA Kelson OKGE OMPA 

Mkt Mkt Mkt Mkt 
Period Price M W  Share M W  Share MW Share MW Share Mkt Size HHI 

I I  

Economic Capaci ty  

WR S .SP1 $250 28 0 3 %  64 0 8 %  105 1 3% 11 01% 
WR S_SP2 $120 28 0.4% 65 0.8% 106 1 3% 11 01% 
WR S_P $75 37 0 6 %  86 15% 88 1.5% 13 0 2 %  
WR S OP $45 41 0.8% 0 0.0% 70 14% 8 0 2 %  
WR W_SP $85 9 0 2 %  26 0 6 %  37 0 8 %  4 0 1% 
WR W_P $60 11 0.3% 20 0 6 %  35 1 0% 5 0 1% 
WR W_OP $40 10 0 3 %  0 0 0 %  15 0,4% 2 0 I% 
WR SH_SP $60 38 0.6% 103 1 7% 132 2 2% 24 04% 
WR SH_P $55 41 0 8 %  25 0.5% 166 3 4% 23 0.5% 
WR SH_OP $35 46 0 9 %  0 0.0% 74 1.5% 9 02% 

SIL into each market based on OG&E's transmission analys4s for pre- Transaction scenario 

E x h i b i t  J -10  

Post-Transaction J 
GRDA OKGE OMPA 

Mkt Mkt Mk! HHI 
MW Share MW Share MW Share Mkt Size HHI C h g  

8.295 4.943 29 0 4% 112 1 4% 12 0 2 %  8.295 4.943 0 
7.994 5,220 29 04% 113 1 4% 12 0 2% 7.994 5,220 0 
5,763 5.278 39 0 7 %  98 1 7% 15 0 3% 5.763 5.278 0 
4.930 4.829 41 0 8 %  70 1 4% 8 0 2% 4.930 4.829 0 
4,837 7.035 10 0 2 %  43 0 9% 5 0.1% 4 837 7.035 0 
3.525 7.139 11 0 3% 41 1 2% 6 0 2 %  3.525 7 139 0 
3.525 7.140 10 0 3 %  15 0 4 %  2 0 1 %  3.525 7140  0 
6.114 4,048 41 0 7 %  145 24% 27 0 4 %  6.114 4.048 0 
4.957 3.487 41 0.8% 166 34% 23 0.5% 4.957 3.487 0 
4.957 3,491 46 99% 74 1 5% 9 0 2 %  4,957 3.491 0 

k) 
0 
0 
¢0 
0 
k) 

I 
o 
o 

M 

0 
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0 

h) 
0 
h) 
0 
0 
¢0 
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OG&E and GRDA Balancing Authority Markets 
Base Case, with Transmission Upgrades (Mitigation) 

I Pre-Transaction 
GRDA Kelson 

Mk! Mkt 
Period Price MW Share MW Share 

Available Economic Capacity, OG&E 
S_SP1 $250 1 0.1% 605 
S_SP2 $120 1 0.1% 606 
S_P S75 2 03% 604 
S OP $45 0 0 0% 0 
W_SP $85 8 0 4% 1.098 
W P $60 8 0.5% 798 
W OP $40 6 0.7% 0 
SH_SP $80 4 02% 567 
SH P $55 0 0+0% 276 
SH OP S35 1 02% 0 

Available Economic Capacity, GRDA 

OKGE OMPA 
Mkt Mkt 

MW Share MW Share Mkt Size HHI 

64.9% 158 16 9% 0 0 0% 933 4.560 
560% 306 28 3% 0 0 0% 1.081 3.985 
763% 0 00% 80 10 1% 792 5.948 

0.0% 0 0.0% 0 00% 137 869 
471% 501 21.5% 0 00% 2.332 2.749 
47 8% 0 00% 68 4.1% 1.667 2.425 

0.0% 0 0+0% 0 00% 930 594 
26 5% 960 44.8% 149 70% 2.142 2.793 
30 1% 0 00% 97 106% 917 1.228 

00% O 00% 0 00% 594 618 

2 08% 0 00% 308 1.272 
4 1.4% 0 00% 315 1.308 
0 00% 1 01% 498 2.777 
0 00% 0 00% 258 765 
0 0 0% 0 0 0% 687 2.048 
0 00% 3 04% 882 2.665 
0 00% 0 00% 591 842 
0 00% 33 35% 944 2,114 
0 0.0% 3 0.4% 742 909 
0 00% 0 00% 670 638 

II 

S SP1 $250 50 164% 68 221% 
S..SP2 $120 57 18 2% 70 22 3% 
S P $75 241 48 3% 75 15 1% 
S OP $45 0 0.0% 0 00% 
W_SP $85 230 335% 199 29.0% 
W P $60 425 48.2% 145 16.4% 
W_OP $40 134 227% 0 0 0% 
SH. SP $80 367 389% 214 22.6% 
SH_P $55 165 22 2% 22 2.9% 
SH .OP $35 92 13 8% 0 0.0% 

Exhibit J-11 

Post'Mitigation ] 
GRDA OKGE OMPA 

Mkt Mkt Mkt 
MW Share MW Share MW Share Mkt Size HHI 

HHi 
Chg. 

14 1 1% 422 339% 50 40% 1.245 1.558 -3.002 
14 1 0% 570 40 8% 54 3 9% 1+398 1.982 -2.003 
20 2 3% 0 0 0% 144 16,8% 854 1 112 4.836 

0 00% 0 00% 0 0 0% 137 869 0 
20 08% 1.037 42 9% 128 53% 2,420 2.102 -647 
16 1 1% 0 0 0% 175 12 2% 1,430 595 -1.830 
6 07% 0 0 0% 0 00% 930 594 0 

11 05% 1.155 46.6% 195 79% 2.476 2.421 -371 
1 0 1% 0 00% 115 93% 1.242 561 ..668 
1 0 2% 0 00% 0 00% 594 618 0 

299 21 2% 29 2 1% 3 0 2% 1.407 1 215 -57 
306 21 6% 38 2 7% 4 0 3% 1.414 1.273 -36 
489 30 6% 0 0 0% 8 0 5% 1,597 1,674 -1.103 

0 00% 0 0 0% 0 00% 258 765 0 
459 33 2% 38 27% 47 34% 1.381 1.466 -582 
570 38 2% 0 00% 54 36% 1.492 1.677 -988 
134 227% 0 00% 0 0.0% 591 842 0 
566 344% 0 00% 108 66% 1.644 1.582 +532 
287 21 0% 0 00% 5 04% 1.364 871 -38 

92 138% 0 0 0% 0 90% 670 638 0 
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OG&E and GRDA Balancing Authority Markets 
Base Case, with Transmission Upgrades (Mitigation) 

I Pre-Transaction 
GRDA Kelson 

Mkt Mkt 
Period Price MW Share MW Share 

Economic Capacity, OG&E 
S SP1 $250 6 01% 
S SP2 $120 6 01% 
S_P $75 6 01% 
S OP $45 5 O2% 
W_SP $85 25 0 3% 
W P $60 20 04% 
W_OP $40 21 0.6% 
SH SP $80 7 0.1% 
SH_P $55 7 0.2% 
SH_OP $35 6 0.2% 

Economic Capacity, GRDA 
S_SP1 $250 1,293 83.4% 
S SP2 $120 1.271 83.2% 
S P $75 1.171 82.0% 
S OP $45 774 75,0% 
W_SP $85 1,148 71 5% 
W. P $60 1.073 70.2% 
W OP $40 693 603% 
SH_SP S80 1.128 661% 
SH_P $55 819 58,6% 
S H O P  $35 669 53 7% 

OKGE OMPA 
Mkt Mkt 

MW Share MW Share Mkt Size HHI 

580 7.4% 6.344 809% 649 83% 7.842 6,669 
580 74% 6.344 81 0% 638 82% 7.830 6.686 
583 12.1% 3.485 720% 576 11 9% 4.839 5,477 

0 0.0% 2.737 845% 298 9 2% 3.238 7.237 
955 12.8% 5.070 68.1% 481 6.5% 7.447 4.855 
716 14 9% 2.731 56.8% 414 86% 4,804 3.554 

0 0.0% 2,422 65 6% 279 7,5% 3.691 4.423 
475 74% 4.748 74 2% 555 8 7% 6.397 5,648 
247 58% 2.971 692% 446 104% 4.295 4.944 

0 00% 2.371 71 8% 277 8.4% 3.300 5.265 

I I  

11 0.7% 29 1 9% 3 02% 1,551 6.983 
11 0 7% 29 1.9% 3 0 2% 1.528 6.942 
17 1 2% 23 1 6% 3 0 2% 1.428 6,745 
0 0.0% 20 1 9% 2 0 2% 1.031 5.689 

38 24% 102 63% 11 0 7% 1.605 5.200 
38 25% 104 6,8% 14 0.9% 1.530 5.006 

0 0.0% 27 24% 3 03% 1.150 3,779 
39 2 3% 120 7 0% 22 1 3% 1.705 4 482 
10 07% 150 10 8% 21 1 5% 1.396 3.631 
0 0.0% 42 34% 5 0 4% 1.246 3.072 

Exhibit J-11 

Post-Miti~lation I 
GRDA OKGE OMPA 

Mkt Mkt Mkt 
MW Share MW Share MW Share Mkt Size HHI 

35 04% 6.608 809% 713 87% 8.168 6,630 
35 0 4% 6.608 81 0% 702 8 6% 8.157 6.646 
34 07% 3,749 726% 640 124% 5.165 5.440 

5 0 2% 2.737 84 5% 298 92% 3.238 7.237 
37 05% 5.605 74 3% 617 82% 7.543 5.613 
30 0 6% 3.148 63 2% 521 10 5% 4.984 4,144 
21 0 6% 2.422 65 6% 279 75% 3.691 4,423 
15 0 2% 4.942 734% 601 89% 6.731 5.497 
14 03% 3,056 650% 464 99% 4.705 4.366 
6 02% 2,371 71 8% 277 84% 3.300 5.265 

HHI 
Chg. 

-39 
-40 
-37 

0 
759 
591 

0 
-151 
-578 

0 

1 542 582% 133 50% 14 05% 2.650 3,565 -3418 
1,519 578% 134 5.1% 14 05% 2.627 3.527 -3,416 
1,419 561% 109 4 3 %  17 07% 2.527 3.309 -3.436 

774 750% 20 1 9% 2 0 2% 1.031 5.689 0 
1.377 599% 238 104% 30 13% 2.299 3.769 -1.432 
1.218 569% 244 114% 37 17% 2.141 3.441 -1.565 

693 603% 27 24% 3 03% 1,150 3,779 0 
1.327 55 2% 249 10 4% 46 1 9% 2.405 3.247 -1.235 

941 46 6% 280 139% 38 19% 2.018 2.492 -1.139 
669 537% 42 3 4% 5 0 4% 1,246 3.072 0 
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0 
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Other Regulator~,' Approvals 

Fxhibil !, 

In addition to Commission appro', al of this Application, approvals or clearanc~.'s t'rmn the 

follo~ ing federal agencies are required tiw the lransaction: 

1. Pre-appro', al b.v the O('(" pursuant to Okla. Star. tit. 17. § 286(('): ()kla. 

Admin. Code § 165;35-38-5(a): 

2. Approval from the Federal Communications Commission to transfer 

certain licenses associated with the Facility to OG&I-: and 

3. Clearance fi'om the Department of  Justice arid the I'TC t,nder the Hart- 

Si2otl Rodino Antitrust Improvement Act. On March 7, 2008. the FTC granted 

earl',' termination of the waiting pcriud under the Harl-Scott-Rodinu Antitrust 

Improvement Act. Such notification indicates that neither the FTC nur the 

l)epamnent of  Justice intend to in',estigate the transaction. 
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Exhibit M 

Explanation Concerning Cross-Subsidy Concerns 

The proposed fransacfion raises no issues concerning cross-subsidization. Based on ~hc 

discussions in Section Ill.I) or'the Application. inlbrmafion contained in Exhibit I, and on facts 

and circumstances known to Applicants or that are reasonably lbrcsecable as of the date of this 

Application, the proposed lransaction will not result in. at lhe 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 lbr the benefit of an associate company. 

(i) l)isclosure of Existing Pledges or t-ncumbrances 

OG&I'," does not currently have outstanding an', debt or other security that is secured, in 

svhole or in part, by a lien or other encumbrance of utilit> properly, l'he only pledges or 

encumbrances that relate to OC;&E's utility propert} are various incidental encumbrances 

incurred in the ordinary course of business, including, tbr example, mechanics" liens, liens lbr 

taxes, assessments ot other governmental charges that are not delinquent, and various easements, 

building, zoning or similar restrictions. Also. as noted in Section III.D.2 of the Application. 

OG&E ,,sill not pledge or encumber any of its utility properly as pan of the Transaction. For 

these reasons, O(-i&ll respectfully requests waiver of any requirement to specifically identify any 

existing pledges or encumbrances on grounds thal they are not relevant or material 1o lhe 

Commission's e'.aluafion of lhe proposed Transaction pursuant Io FPA Section 2(13. 

Further, Applicants respectfully request waiver of the requirement to provide this 

intbrmation lbr Redbud Energy. O(i&E `'sill acquire Rcdbud Energ} and subsequently dissolve 

I 
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it to complete the I ransaction and. therefore. Rcdbud l-nerg', 's pledges and encumbrances, to the 

extent that an~ currently exist. ,.,,ill be tenninated upon consummation of  the Transaction. 

(ii) Relcxant Detailed Shov,'inRs Concerning 'lhe Proposed Transaction 

As discussed in detail in Section III.D of the Applic~,lion. based on facts and 

circumsta, nces knm~n to the Applicants. or that are reasonably tbresccable, the "l'ransaction will 

not result in. at the time of  such I ransaction or in the liJtur¢: 

11) Any transfer of  facilities bet~veen a traditional public utility associate compan~ 

that has captive customers or that ov~ns or provides transmission service over jurisdictional 

transmission thcilities, and an associate company': 

(2) The issuance of  any securities by a traditional public utility associate company 

that has captive cu.',tomers or that o,,vns or provides transmission service oxer jurisdictional 

transmission thcilities, lbr the benefit ut'an associate company: 

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

associate company that has captive customers or that mvns or pro'.ides transmission service over 

jurisdictional transmission thcilities, tbr the benelit 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 ov.ns or provides 

transmission service over jurisdictional transmission thcilities, other than non-power goods and 

services agreements subject to revie',~, under sections 205 and 206 of the FPA. 
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Exhibit OGli- I 
Page I oi"15 

UNITED STATES OF AMERICA 
BEFORE Ti lE 

FEDERAL ENERGY REGULATORY COMMISSION 

Oklahoma Gas and 1.2ectrie Company 
Redbud Energy. I,P 

Docket No. 1"C08- -O00 

PREI'ARED DIRECT TESTIMONY AND EXHIBITS 
OF JESSE 13. LAN(;STON 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

lo 

Q. 

A. 

Qo 

A. 

INTROI)UCTION. 

PLEASE STATE YOUR NAME, YOUR EMPI,OYER, AND YOL'R BUSINESS 

ADI)RESS. 

M> name is Jesse B. Langston. I am employed by Oklahoma (}as and Electric ( 'ompany 

F'OG&Ii'" or tile "'Company") and my business address is 321 N. llarve.',, P. O. Box 321, 

Oklahoma City, Oklahoma 73101. 

WIIAT POSITION DO YOU HOLD WITH OG&E? 

1 hold the position of Vice President ofl, Jtility Commercial Operations. 1 have served in 

this capacity for over two years. Prior to assuming m', current duties, I served as Director 

of Corporate Planning tbr O(.iE Energy Corporation tbr approximately lbur >'ears where 

my primary dulies were to lead the Company's corporate and business strateg~ 

development. My current responsibilities include the Company's resource planning 

efforts. The resource planning team assesses OG&E's power supply requirements and 
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l-xhibit OGI.:- I 
Page 2 of 15 
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3 Q. 
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5 A. 

Q. 

A* 

Q. 

A. 

evaluates the resources needed to meet these requirements at the lov.est reasonable cost, 

v.ith due cons:deration of risk tactors. 

PLEASF SUMMARIZE YOUR PROFESSIONAl,  EXPERIENCE AND 

EDUCATIONAl.  BACKGROUNI).  

1 haxe been employed by' OG&E since 1985. I have over 20 years of  experience in the 

electric utility' industry in various areas including corporate planning, business planning, 

engineering, transmission, distribution, metering, end-use lbrecasting, load forecasting. 

telecommunications, corporate marketing, demand-side management and generation 

planning. Over the past l"cv, years. 1 have led a number of significant initiatives within 

the (.'ompan 5 including the acquisition of the McClain plant, a state-ofthc-arl 400 MW 

natural gas combined cycle plant, and tim development of Centennial, a 120 MW wind 

tarm. 

I hokt an MBA from Oklahoma City' University (May 201)2) ,and a Bachelor of 

Science degree in l-lectrical Engineering from Oklahoma State University (1985). 

IIAVE YOU TESTIFIED PREVIOUSLY BEFORE "rilE FEDERAL ENERGY 

REGULATORY COMMISSION ("COMMISSION")? 

No. This is the first time I have testified before the Commission. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

My testimony will address three topics. First, 1 will describe ()G&E and the Company's 

need tbr ne~ capacity to meet its growing load obligations. Second, I will address the 

process that lead up to the agreement for OG&F, the Grand River Dam Authority 

("GRI)A"), and the Oklahoma Municipal Po~er Authority ("OMPA") to acquire the 
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Exhibit OGE-I 
Page 3 of 15 
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4 Q. 

5 A. 
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14 Q. 

15 A. 

16 Q. 

17 A. 

18 

19 

20 Q. 

21 A. 

22 

Redbud plant. Third. 1 ",*,'ill describe the significant customer benefits that flov, from tile 

proposed transaction. 

BACKGROI. NI). 

PLEASE DESCRIBE O K LA H O MA (;AS AND EI.EC'I'RIC COMPANY. 

OG&E. an Oklahoma corporation, is an electric utility operating company ;rod a wholl>- 

owned subsidiary ofOGE | 'nergy Corp. OG&I i serves more than 762,000 retail 

custonlers in Oklahoma and ,.,.estern Arkansas, and sells electric pov,er at wholesale to 

other electric utility companies, municipalities, rural electric cooperatives and other 

market participants. OG&E is a member of the Southv, est Power Pool. Inc. 

("SPP").OG&I" owns the transmission lacilitics v, ithin its service territor,, but the SPP 

has functional control of  those facilities. Requests tbr new transmission service on 

OG&E's transmission facilities are made through and processed by SPP in accordance 

with SPP's ()pen Access Transmission Tariff. 

W l l A T  1S OG&E'S  CURRENT LOAD? 

OG&I-'s lbrecasted peak load tbr 2008 is 6,106 MW. 

WHAT RESOURCES DOES OG&E USE TO SERVE THIS LOAD? 

OG&E meets its peak load (and provides for the required reserve margin) using a mix of 

generation resources owned or controlled by OG&li and by capacity and energy 

purchased under power supply agreements. 

PI.EASE DESCRIBE OG&E'S MOST RECENT LOAD FORECAST. 

OG&E updates its load lbrccast each September to support the annual budgeting process 

and ongoing resource planning eflbrls, l h e  September 2007 load lbrecast, prepared by 
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A. 

Quantec, l.l.C and based on econometric statistical analyses tbr each class of serxice 

(e.g., rcsidcntial, commercial, etc.), is presentcd in Exhibit OGI--2. As shown in l-xhibit 

O(JE-2. ()(i&E expects its retail energy demands to grov, at an average annual rate of 

2.0% over the 2007-2017 period Peak demands are expected to grov. at a slightly lov, er 

rate of 1.7 % over this same period, lhe  lbrccasted grov,th in peak demands is consistent 

~ ith OG&E's recentl) experienced growth of approximately 100 MW per ','ear. 

In addition to its retail load reqt, irements. OG&E has wholesale contracts with 

nine entities fc, r approximatel) 300 MW of load. OG&E anticipates continuing to serve 

v, holesalc customers and therefore has included these loads in its tbrecast tbr purposes of 

determining future capacity needs. 

DOES OG&E REQUIRE AI)DITIONAL CAPACITY TO SERVE ITS 

EXPECTED I.OAI) OBLIGATIONS? 

Yes. l-xhibit OGF-3 presents O(i&E's peak demand forecast, the supply and demand 

resovrces a~ ailable to meet such peak demands, and the "gap" that must be met through 

new resources. ']he gap is defined as the capacity required to satisl}, SPP's minimum 

12% capacit) margin requirement. In practice, OG&E will experience )ears where it 

exceeds the 12% requirement to ensure that OO&E remains above the requirement at all 

times, l)oing so will require OG&t- to build or acquire resources of significant size, and 

to respond to market opportunities. 

As shown in Exhibit OGE-3, OG&E is able to meet its requirements in 2008 and 

2009 as a result of the 300 MW PPA with Redbud Energy, LP. 1 [owever. after expiration 
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of the Redbud PPA in 2000, OG&li's capacity needs arc expected to be 424 MW in 

2010. and to increase 1o 524 MW in 201 l, to 604 MW in 2012 and to 731 MW in 2013. 

i lOW DOES O(;&E INTFNi) TO OBTAIN THF CAPACITY NEEIIFI) 'FO 

Si,'RVi.: THIS INCREASING LOAD? 

In 2006, O(i&E (together with OMPA and lhc Public Service Company of Oklahoma) 

proposed to construct the "Red Rock" facility, a 950 MW coal-fired generating station 1o 

be located near Red Rock, Oklahoma. OG&I" had planned 1o commence construction of 

the Red Rock facilit,, in 2007. and to ha'.e tile plant in serxice in 2012. l Iowex er. OG&li 

and its partner.; '.',ere unable to obtain necessar.s slate regulator', pre-apprnvals and. in 

2007. the Cornpany terminated tile project. As a result of this decision, O(i&ti re- 

fi~cused its resource planning toward gas-fired generation, together with its continuing 

commitment to wind and demand side management. 

THE PROPOSED TRANSACTION. 

PLEASE DESCRIBE TIlE TRANSAC'I'ION THAT IS TIlE SUBJECI" OF THIS 

PROCEEDING. 

On January 21. 2008, the Company, together with two partners, GRI)A and OMPA, 

executed definitive agreements pursuant to which they ,.,,'ill acquire the Redbud Facility 

li'om subsidiaries of Kclson l loldings M.C ("Kclson"). Thc Rcdbud Facility is a 1230 

MW, combined-cycle generating facility located near l.uther. Oklahoma. Upon closing 

the transaction. OG&E u, ill hold a 51% interest in the facility and GRDA and OMPA will 

own 36% and 13%, respectively. 
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1 Q. 

2 A. 
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5 

Q. 

A. 

Q. 

A. 

WHAT WAS YOUR ROLE IN THIS TRANSACTION? 

1 was responsible fi)r the overall Redbud transaction and my invohement included 

participation in the bid. due diligence and negotiation phases of  the process. The 

Resource Planning Department reports to me and I provided direction to that group 

during the prn,:ess. 

PLEASE DFSCRIBE TIlE REIIBUD GENERATING FACILITY, 

Redbud is a 1,230 MW (nominal rating) gas-fired combined-cycle plant located near 

l.uther. Oklahoma. The plant uses fbur GE 71"A combustion turbines with a heat 

recovery system comprised of four additional steam turbines. These eight turbines are 

supplemented ~ith tbur duct burners that boost the output of  the plant to meet peak 

demand conditions. This configuration allows Redbud to ser~'e base-load, mid-merit and 

peaking needs based on the dispatch needs or'our porltblio. 

Redbud is interconnected to OG&I-'s transmission system and relies on 

transmission services arranged by SPP. Redbud is also interconnected to ONEOK 

Partners, l,P's interstate gas transmission system. Energy management scr',ices are 

currently provided by' Westar Energy, Inc. and plant operations are perlbrmed by North 

American t-ne,gy Services Company,. The plant has a I,ong-ferm Paris and Senice 

Agreement ("I.TSA") with General Electric International, Inc. 

DOES OG&E IIAVF ANY EXPERiI"NCE WITII  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 recentl2, under a PPA lbr 300 MW to meet 
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A. 

()(i&t'?s 2008 and 2009 load requircmcnts. This PPA '.'.'as the rcsuh of an RFP 

conducted by ()G&E in May of 2007. 

WHEN DID OG&E LEARN OF THE OPI~'ORTUNITY TO ACQUIRE REI)BUI)? 

In October 2007, OG&I- was contacted by [ "BS Investment Bank ("t :BS") who informed 

OG&I" of an crngoing auction process to sell a packagc of Kelsun assets that included 

Rcdbud. lhc  process ,.',as bcing conducled by Goldman Sachs. OG&I.I subsequently 

executed a confidcntialit) agreement with Kclson and ~',as provided with the offering 

memorandum and limited access to the transacti~m data room Kelson's or'feting 

memorandum described ~J plan to soil lour natural gas combined c)clc plants as a 

package, l lo~,~e,.cr. OG&E expressed an interest in the l~,edbud thcility on a stand-alone 

basis and Kcls,~n agreed to consider a bid for l~,cdbud separately from the rest of the 

port folio. 

WHAT FA(?TORS CONTRII:IIJ'I'EI) TO OC&E'S PREI,IMINARY INTEREST IN 

AN ACQUISITION OF REDB|,ID? 

Redbud's location within OG&It-'s control area. the age of the plant, and OG&E's 

reliance on Redbud for energy through the ),ears were reasons enough to spark our 

interest in the sales process. OG&E's analysis indicatcd that we had a nccd tbr capacity 

ira a time frame thal could be met by an acqt, isition of Redbud. OG&I! had been counting 

on its proposc(~ Red l/,ock plant to meet this need, but follo~,,ing the Oklahoma 

Corporation Commission order denying pre-approval to construct Red Rock, OG&Ii 

began a new resource planning cycle to determine how it would meet its growing 

resource requirements. 
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Q. 

A. 

OG&I. 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 progrcssi\ e 

commitment to ~ind energy. P, edbud can serve a range of needs throughout the year 

including baseluad, peaking and mid-merit requirements. Redbud ~ill complcment our 

prospective in'~estments in wind energy by providing assurance that capacity needs will 

be met. l'he l,~edbud plant represents "'iron-in-the-ground" capacity that is not subiect to 

dc~ elopmcnt and construction cost risks and with interconnections to natural gas and 

electric transmission facilities that can be costly for new plants depending on their 

location. 

Finally, an acquisition of the Rcdbud plant limits OG&l"s exposure to potentially' 

volatile purchase power cost by' locking in the capacity tbr the remaining life of the 

lhcility and avoids the need to either purchasc or acquire capacity in an SPP market that 

the Company expects to become increasingly capacity' short over time. It should bc noted 

that capacity needs vary ,,,,ithin the SPP and that the market in OG&E's geographical 

areas is much tighter. 

WIIY DID O(;&E BEGIN DISCUSSIONS WITII 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 relationship OMPA and believed that the}, would have an interest in partnering 

again on this opportunity. ()Ci&I.I then contacted (iRI)A ',sho v.c sa,,', as a logical partncr 
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on this project. This is our first opportunity to enter into a business arrangement with 

GRDA.. 

WHAT TYPES OF CUSTOMERS ARE SERVEI) BY (;Ri)A AND OMPA? 

lhe  GRDA serves 21 cities, 1 distribution cooperative. 2 public pm~er joint action 

agencies representing approximately 105 municipalities and approximately' 80 industrial 

customers located primarily in the Mid America Industrial Park. OMPA ser~es 35 cities 

or about 230,000 electric consumers throughout the State of Oklahoma. Both GRDA and 

OMPA believe Redbud is critical to long-term reliability at a reasonable cost to their 

Oklahoma customers. 

DID OG&E SEE KEI.SON'S DECISION TO SELl. TIlE REDBUD FACIIATY AS 

A UNIQUE OPI:'ORTUNITY? 

Yes. h is not clear when, if ever. OG&E would have another chance to acquire the 

Redbud plant. The Kelson sales process represents a potential one-time opportunity tbr 

OG&I: to lock in cable for its customers. I believe il 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 WII,L YOU ADDRESS IN THIS SECTION OF YOUR TESTIMONY? 

I will present a discussion of the many benefits to OG&t.:'s customers of completing the 

acquisilion of the Redbud plant. While my testimony will lbcus on OG&I" and its 
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customers. 1 expect that many - if no! all - of these benefits would also rio,.`., to customcrs 

served b', GRI)A and OMPA. 

The Redbud A :'~J3Liyiti~Lm~iati:s~ie.s an Immediate ,Veed [or Additional ( " c ~  

H O W  DOES TI lE  PROPOSEi)  TRANSACTION AFFECT O G & E ' S  CAPACITY 

REQUIREI~IENTS? 

As 1 pre`. iousl) explained, OG&I.I has a need lbr capacity bcginning in 2010 after the 

cxpiration of tic current Redbud PPA. Our estimate of the need to meet SPP's minimum 

capacit) requirement is 424 MW and grows by approximately 100 MW per 5'ear. 

assuming that OG&E does not retire any of  its aging plants. The Red Rock plant `.`.ould 

have met this need beginning in either 2011 or 2012. The Redbud acquisition will satisl~' 

OG&l'Ts needs beginning in 2009 and extending through approximatel? 2012, at `.`.hich 

lime OG&I.I ,,sill need to obtain additional capacit.',. [ h e  acquisition of  Redbud will 

carr~ OG&I.: and its customers through a challenging period. 

The Acqui.sitio~ of  the Redbud plant will enhance reliabili~. 

HOW DOES THI~" ACQUISITION OF THE REDI:IUD PLANT II~IPROVE TI lE  

R E L I A B I L I T Y  OF TI lE  OG&E SYSTEM,'? 

The addition of  a relatively nev,. plant to an aging portfolio improves the reliability ot" 

supply. Due to its " 4 x l x l x l "  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&E'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 pa~ls of SPP and in neighboring 

regions. 

ARE TIIERE OTIIER FACTORS TIIAT CAUSE TIlE REDBUI) I'LANT TO 

PROMOTE RELIABILITY? 

Yes. The Redbud plant has an excellent operating history, l)t, ring its less than four-year 

operating lil~:. Redbud has bcen primarily serxing the mid-merit and peak load 

reqt, irements t,t its contract customers, including OG&I!. More importantly, our due 

diligence re~ ealed that Redbud has not experienced any significant operating or 

maintenance issues that were not promptly and correctly, addressed and that periodic 

maintenance has been pertbrmed in accordance with Prudent Operator Practices as 

recommended b 5 Redbud's equipment suppliers and manufacturers. Therefore. ~e are 

acquiring a plant that ~e have every reason to expect will perlbrm well and serve ot, r 

customers reliably throughout its remaining life. 

The Proposed Transaction Enables OG& E to Acquire (?apacit~' at a Reasonable Cost. 

W I l Y  D O E S  O G & E  BELIEVE THAT r r  HAS ACQIJIREI)TI lE REI)BUI) 

I'LANT AT A REASONABLE COST? 

lhe  price that the joint owners have agreed to pa2, for Redbud is the result of a 

competitive sales process conducted by' Goldman Sachs, Inc.. Kclson's investment 

bankers, and subseqt,ent 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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Q. 

A. 

The Redbud transaction price represents the lowest reasonable cost to customers. 

lhc  Rcdbud transaction price of $852 million ($693/k~,,) is approximately 24% less than 

thc cost of ne~ construction for a similar generation resources, currently estimated to 

cxcccd $900'kw. This price also compares favorabl~ to the expected costs of purchase 

po~er over the next several )'ears. 

Further. because the tacility is located ~ithin our service area and is full> 

deli~ crablc into the O(il.i and GRI)A balancing authority areas, the transaction a~ oids 

costs that OG&E ~vould incur were it to construct a new generating unit. For examplc, 

Rcdbud is already interconnected to natural gas and electric transmission lhcilities and, as 

a result. OG&I- and the other joint purchasers will not have to develop new 

intcrconnectitm or transmission facilities. The costs of interconnection facilities and 

potential nct~t~rk upgradcs can be substantial, Moreover, the transmission revic~ and 

approval process, siting, and development can take as long or longer than constructing 

the plant. 

The Proposed Transaction will lower OO&E's  costs and will serve as a hedge against 

[uture cost increases. 

IIOW WII.I,  THE REDBUi) ACQUISITION AFFECT THE OPERATION OF 

OG&E'S GENERATION PORTFOLIO? 

OG&I- dispatches its portfolio on a least-cost basis. The addition of Redbud, a plant that 

is significantly more efficient than many of OG&E's existing natural-gas fired peaking 

plants, will lower operating costs and thereby provide savings to OG&E's customers. 
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1 Q. 

2 

3 A. 

4 

5 

Q. 

A. 

HOW DOES OG&E'S CONTROL OVER REI)BUD PROVIDE VAI,UE TO 

OG&E'S CUSTOMERS? 

Ov.nership and control over Rcdbud's operations has another ad,.antage o,. er continuing 

as a contract purchaser under a PPA. As an owner and operator. OG&li ,.,,ill be able to 

dispatch the plant to maximize overall portfolio benefits. As a contract purchascr, O(i&E 

has attempted to negotiate operating terms that achic'~e this outcome, bt, t actual control 

over the asset ;rod thc ability to modif~ operations as conditions change is preferred. As 

the operating plant owner, O(]&I:~ ,aill be able to dispatch this plant, along with its other 

plants and contracts, to improve the overall efficiency of the porllblio. 

DOES "IRON-IN-THE-GROt!NI)" HAVE COST ADVANTAGES OVER NEW 

BUILD GENERATION? 

Yes, at least based on the present environment. New pov.er plant construction costs have 

risen dramatically over the past several years. A September 2007 study prepared by The 

Bratlle 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 

t'ngincering, Procurement and Construction (I'PC) ser',,ices. Further, on t.ebruar,, 14, 

2008, a newly published Power Capital Costs Index ("PCCI") developed by, IllS 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 landscape for building new pov,er plants has shifted in a ',,"ay that 

gi,.es a preference to the acquisition of an operating asset. 13y acquiring Redbud, our 

customers `','ill be shielded from risks associated ,',' ith often unpredictable cost 

escalations, scheduling delays, and other uncertainties ot'ne,'v generation construction 

projects. As an existing plant, OG&I.I '.',ill not have to develop ne`'," 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 uther land-use development issties. 

DOES THE REDBUD ACQUISITION PROVll)E PROTECTION AGAINST 

TIGHTENING MA RK ET CONDITIONS? 

Yes. "lhe acquisition of Redbud also serves as a hedge against the potential that prices 

`'`"ill be higher than wc have projected in our anal)sis, lhere  are man? factors, in addition 

to tightening regional market conditions, which are driving capacity costs higher 

including constrtiction 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&I- will have locked in a better price for Redbud, deferred the 

need tbr 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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"17w ..h'qulsition o/the Redhud Plant Uo~!t~.Jet_n_ent.~ .l'_'m'ther Investments in Wind Energ~ 

I I O W  DOES TI lE  REDBUD PLANT FIT INTO O ( , & E ' S  EXISTING 

G E N E R A T I O N  P O R T F O L I O ?  

l 'he Redbt,d facility is a strong addition to OG&l- 's  existing gcncration portfolio. 

Rcdbud's "4 x (1 x I x I )" configt,ration provides load lbllov, ing capacity and enhances 

the Company':¢ operational tlexibiliD. [h is  is particularly valuable not only in terms of 

the Company's  existing porttblio, but also with regard to a potential future portlolio v, ith 

as much as 810 MW of'aind. Natural gas plants that are able to ramp capacity 

contributions up and down arc parlicularb valuable as a complement to wind energy 

which is subject to varying and difficult to predict operating conditions. 

ARE T H E R E  ANY O T H E R  BENEFITS THAT YOL" W O U L D  LIRE TO 

M E N T I O N ?  

Yes. These similar benefits accrue to the customers of GRDA and OMPA, many of 

,ahom are located in Oklahoma. 

DOES T i l l s  CONCLUI)E  YOUR T E S T I M O N Y ?  

Yes. it does. 
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FI,'DERAI, ENERGY REGIJLATORY COMMISSION 

Oklahoma Gas and Electric Company 
Redbud Energy 1,P 

Docket No. EC'08- -000 

AFFIDAVIT 

County o f ~ ~ , , . ~ . .  ) 
) 

State of Oklahoma ) 

1. Jesse B. Langston, being tirst duly' sworn, deposes and say' that l am the wimess 

identified in the foregoing Prepared Direct Teslinlony, that I have read the testimony and an~ 

lhmiliar with its contents, and that the tacts set forth therein arc truc and correct to the best of my 

knowledge, infcmnati,m, and beliet: I~- . , , a . a , t r '  ~ ~ ' / )  .......... 

J e ~ J l , a n g s t o n  { ]" 

SUBSCRIBED AND SWORN to betbre me on this . . . .  day of March. 2008. 

My commission expires: 0 . 5 -  z z  - 0 8  

-" i ~  ,~,, " -~e  
= k 'Y  ,v ,~I~D ~- : .  



OG&E LOAD FORECAST 
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- -   60S 

2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 

Peak(MW) 
6,106 
6,234 
6,328 
6,426 
6,507 
6,619 
6,725 
6,845 
6,955 
7,111 

. _  E nerg~'(GWh) 
29,249 
29,845 
30,425 
30,985 
31,547 
32,084 
32,701 
33379 
34,104 
34,872 
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

r~ 
o 
o 
¢0 
o 

r~ 

I 
0 
0 

M 

0 

n 

A Resources (MWJ 
Total Owned Capacity (MW) 
Purchase Contracts (MW) 
Total Capability 

6,141 6,141 6,141 6,141 6,141 6 127 6,127 6,127 6,120 6.120 
7 TI 77"1 47"1 47"1 47.1 47.1 471 47"1 47"1 47"1 

6,912 6912 6,612 6,612 6,612 6,598 6.598 6.598 6591 6,591 

B Demand (MW) 

Demand Forecast (MW) (Incl Wholesale) 6,112 6 243 6,340 6.441 6,525 6.640 6,749 6.873 6.985 7 144 
(includes impact of Existing DSM Programs) (6) (9) (12) (15) 1 ~  (21) (24) (27) 3~_0) (33) 

Net Demand Forecast (MW) 6,106 6,234 6.328 6 426 6,507 6619 6,725 6,845 6.955 7 111 

Curtailment and Interrupt~ble Capacity 
New DSM Program Impacts 
Net On System Demand 

(113) (116) (117) (119) (121) (123) (125) (127) (129) (132) 
(7) ~ £!~ [28) {:~_TJ (47) (56) fl6_6} (75) (84) 

5.986 6,107 6,192 6 279 6 349 6.449 6,544 6.652 6 750 6895 

C Nedded Capacity and Assoqiated Capagty Marqin W~th Whglesale 

Capacity Margin (MW) 926 834 844 857 867 880 893 908 921 941 
Capacity Needed to Satisfy SPP 12 % Margin I 0 29 424 524 604 731 839 962 1,080 1,245 I 

0 

0 

0 
0 
¢0 
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I'NITED STATES OF AMERICA 
BEFORE TH E 

FI,'I)ERAI. ENERGY RE(;IJLATORY COMMISSION 

Oklahoma Gas and Electric ('ompany 
Redbud Energy I,P 

Docket No. EC08- -000 

PREPAREi)  DIRECT TESTIMONY 
OF PHILIP L. CRISSUP 
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Io 

1 Q. 

A. 

Q* 

A. 

Q. 

A. 

I NTROI)I !(711ON. 

PI,EASE STATI." YOUR NAME, YOUR EMPLOYER, AND YOUR BUSINESS 

ADDRESS. 

M) name is Philip 1. Crissup. I am employed by Oklahoma Gas and Electric Company 

("()(i&l!") and m.x busi~less address is 321 N. I larvey, P. O. Box 321, Oklahoma ('it3.', 

()klahoma 73101. 

WHAT IS YOIiR I~ONI'I'ION AT OG&E? 

1 hold the pos lion of l)ireclor of Regional Transmission Affairs. 

WIIAT IS Yt)I;R EI)IICATIONAL BACKGROUND AND BUSINESS 

EXPERIENCE? 

1 recei,,ed a F~acheh~r of Science Degree in Electrical Engineering from the University of 

Oklahoma in 1~-~83. t ~pon graduation. 1 began my career at OG&E at the Northern 

Region Engineering office in Enid. Oklahoma. as a Distribution Engineer in 1983. I was 

promoled to Design l',ngmeer in the Transmission Design section of Cortx~rate 

I ngineering in 1987, and then Io Senior Engineer in the same department in 1994. I 

mo,.cd Io ll~c i:n~inccrinke I~larmin~ ,',cotton in 1997. and bccal'ne Manager of the 
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Transmission Planning group in 2002. In 2()07.1 became Director of Regional 

"1 ransmission Afl~lirs. l am a l.icensed Proli:ssional Engineer in the state of  Oklahon~a. 

IIAVE YOU I 'REVIOUSLY TESTIFIED BEFORE THE FEI)ERAI. ENERGY 

REGI!LAI"(IRY COMMISSION? 

No. I have testified se'~eral times before the ()klahoma Corporation ('ommission. but this 

is the firs! time I have submitted testimony belbre the Federal Energy Regulatory 

Ct~rnrnissiun i"Flil,~('"). 

W i l A T  IS TItE PURPOSE OF T i l l s  TI-]S'I'IMONY AND IIOW IS IT 

ORGANIZED? 

]'he purpose of my testimony is to explain and suplx~rl certain transmission analyses that 

()G&I! pcrfi~rmcd in relation to llle pro!m~scd acquisition of the Rcdbud gcncraling 

facility by ()G&E. Grand Rixer l)am Authority ("GRDA"). and Oklahoma Municipal 

Gas Authorit~ {"OMPA"). I refer to the sale and transti:r of the Rcdbud t~lcilit,. as the 

""1 ransaclion.'" 

First. In3 lestimon~ addresses the deliverability of  the output of the Redbud 

gcncralirlg facility to the three purchasers after closing of the Transaction. and concludes 

that the facility's capacity vdll bc fully 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 conduclcd a simuhaneous imporl 

limits ("SII.") analysis to dctcrn'finc Sll.s into both the GRI)A and ()G&E balancing 

atithorily areas, as '.','ell as first-tier balancing aulhority areas. My Icslimon.,. describes 

ho~ ~. the Nil. analysis ,,,,as perlbrmed and sets out the study resuhs. This porlion of my 

lestimorL', alsu details the p~slcd Firsl L',.~niingcnc 5 Incremental Transti.'r ('apahiliI.~ 
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("FCITC"~ Yalucs ibr irnporls from cach of (.KI&E and GKDA's first-tier balancing 

authority areas. 

Third. I pcrlbrmcd a sensitivity analysis for the OG&E and GRDA balancing 

authority areas in "which only the portion of(iRDA's capacity needed to meet its current 

load obligations ( 150 M ~ )  is dctivcrcd to the GRI.)A balancing authority area as ofthc 

closing of the Transaction. 

Finally. m.', tcslimony idcntifics and dcscribcs ccrtain transmission projects that 

()G&I.I could agree to fund in thc event that the FERC determines that such projects arc 

required to mitigatc the competitive cffccts of the salc of the Rcdbud generation facility 

to O(i&li. GRI)A. anti OMPA. 

BA('K(;ROIJNI). 

PLEASE I)ESCRIBE OKLAHOMA GAS AND ELECrRIC COMPANY. 

(')(i&li is an ()klahonla corporation and is a ulilit.', upcrating company subsidia D ot'O(il- 

Encrgx CurF,. (')fi&t.? is a member of the South'o.est Pov, er Pool. Inc. ("SPP") and owns 

transmission J'acilitics thal arc under the opcralional control of SPP. Requests for nc~. 

transmission !;er',ice on OG&F's transmission facilities arc made through and acted upon 

by SPP in accordance with the terms and conditions of its open access transmission tariff 

("OATT"). OG&E scrxcs more than 760.000 retail customers in Oklahoma and western 

Arkansas and sells electric im)wcr at wholesale lo other electric utility companies. 

municipalities, rural electric cuopcrativcs, and other markct participants. 
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PLEASE DESCRIBE OG&E'S EXISTING TRANSMISSION SYSTEM AND ITS 

FIRST-TIER INTERCONNE(TrIONS. 

The O(i&l- transmission syslem ',',as designed, constructed, and funded primarily to 

deliver generation frorn O(i&E generation facilities to OG&E loads, and consists of a 

total of o,,er ,:1.6(10 miles of transmission lines in Oklahoma and ,*.estern Arkansas. lhe  

OG&t- system is comprised of the tbllowing vohages and corresponding line-miles: 

69kV-1.535 miles. 138kV- l.`413miles. 161kV-192miles, 345kV - '441miles and 

500kV - 47 miles. OG&E transferred opcrational control of its transmission syslem to 

SPP on February, 10. 2004, the same da 3 that FI-RC recognized SPP as a Regional 

"l'nmsmission Organization ("P, TO"). OG&E provides transmission service to a lirnited 

number of customers pursuanl 1o agreements entered into under the (.)(i&E ()ATT bcl~,+re 

SPP began ofi'cring transmission service under the SPP OAT'I. New requests ti+r 

transmission servicc are provided in accordance *'+ith the SPP OA'I"T. 

The OG&I'I balancing authorit', area is interconnected ,a'ith seven neighboring 

first-lier balar, cing authority areas: Public Service Company of()klahonm ("PS()"). I 

\Vestem Farrcers Electric Cooperative ("WFEC"). Entcrgy Corp. ("Enterg+,."), Westar 

Energy ("Westar"), (iRI)A. Southwestern Power Administration ("SWPA"), and 

Associated Electric ('ooperatixe. Inc. ("AECI"). 

I 
W h i l e  ( ) G &  I e, dip+:t;ll3 i n tu r co n n ec l ed  It+ 1>%()+ P%() and  5outh'+',++++slcrn I le...+tri,: Pt>;'.,+:r ( o r n p a n ' ,  t o g e l h e t  

t+pt'lalt' ~I Mn,~i+.: l+,alanLin~ ' au th o r l t )  ar't,a (rcl~.,rr,:d to as ( '%~,% , , ,  A l l '  \~. c.+:<t) 
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PI ,EASE DESCRIBE GRI)A 'S  EXISTING TRANSMISSION SYSTEM AND ITS 

FIRS I - i  IER IN I E R ( O N N E (  I IONS. 

(iRI)A owns and maintains approximately 1.200 miles of transmission lines and 

substations to deliver pc, v, er and energy to its customers. GRI)A is a member of  the SPP, 

and has transl~:rred functional control of  its transmission system to SPP. The GRDA 

balancing authority area is interconnected with six neighS'wing first-tier balancing 

authorit.,, areas: AI!('I. PSO. (.)G&I-. SWPA. WFEC. and limpire District Electric 

Company. (;RDA trar~sferred operational control of  its transmission system to SPP on 

l'ebruary 10, 2004. 

PI ,EASE I )ES( 'RIBE THE OMPA TRANSMISSION SYSTEM. 

OMPA doe:, not haxe a separate balancing authorit) area and does not own transmission 

tacilities othcE" than those related to the interconnection <51" its generation facilities to the 

grid. "]'he muaicipalilies that OMPA serves arc located within OG&E's  balancing 

authority area or other balancing aulhoriLv areas within the SPP. 

DELIVERAIHI, I ' i 'Y ANAI,YSIS.  

PI .EASE I )ESCRIBE YOUR DELIVERABII , ITY ANALYSIS.  

I performed at1 anal)sis to determine the delix erability of  the Redbud generating facility 

output to (iRI)A. ()MPA and OG&E. in proportion to their respective ownership shares 

of  the facilil) lablc  I below summarizes the amount <51" MW that would be transferred 

to the three parties pursuant to the Transaction: 
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I ~l!,.Iq i : I ' . !~ [W} ,:!li /!  ll~, I l: L,!.I.I;.I~C ~ , , l! , l  \ i  ~.~. ( ~!1[~,.11!" J ~  I'r~L~jp_q~..t_i ?. ~: (. 'bLp_c! 

OwnershipS 
OG&I- 51% 

I 

Winter. MW Summer. MW 
648 610 

GRT)A 36% [ 457 
OMI)A I 13% 165 
Total : 100% 1270 

430 
155 

1195 

The base case for this deliverability analysis ,.,.as the pre-Transaction status quo. `*vhich 

included existing contracts that OG&E, OMPA and GRI)A ha`*e with lhe current owner 

of the RcdbucL tacility' for the purchase of capacity and associated energy, i .e. ,  300 MW, 

80 MW and 150 MW. respectively. 

In conducting this deliverabilit.~ analysis, v,c used versions of the 2008 series SPP 

2008 Summcl, Shoulder, and Winter Models. These models arc developed by the SPP 

Model l)exelopment ~'orking (.iroup and submitted to the FER('. 2 These models were 

then modified to reflect the preexisting contracts with OG&E, (IRDA, and OMPA 

identified above. The output from the Redbud generating facility was then transferred 

into the OG&E and GRDA balancing authority areas and generation in the O(i&E and 

(iRI)A balancing authority areas ,,','as backed down to alloy, lbr the modeled increase in 

Redbud generation. 

The analysis ",','as pcrlbrmcd tbr OG&E's and GRDA's balancing authority areas 

and their tlrst-ticr balancing authority areas. Using the moditied models and a PSSIi AC 

('onlingcncy analysis function, 3 a transfer between the first-tier neighbors of OG&E and 

" /%t Ihc time Ill.'. anal', sis ',',as conduclcd, tile "first pass" o fSPP mod,:ls (as opposed to tile final versions o f  
lhc m,,dcls} v,,,:re the most up to date models a'.ailablc 

~lCIIlell'," I)~1~[! pov.cr-Ilo',,, nlodcl is a ~ id,.:l.,. -used indusll'} po~Cl s} blel11% inla]~ si% fool 1hat pro'. ides 
potful  I1o~. xholl cir., ull ;hid olher anal}sis I]lllC'liOll~. 
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(iRDA ~``as a:~plied and the resulting scenarios v, cre anal3zed. Facilities rated in excess 

of 100kV ' 'clc monitored, and lhcilitics ',``'ith Ioadings in excess of 100% in the basc-case 

' 'crc cxcludcd from the analyses. 

W H A T  ARE THE RESIZI.TS OF THE DELIVERABIIJTY A N A L Y S I S ?  

]'his anal 3 sis demonstrates that the Rcdbud lhcility is fully deliverable to all three 

prospective buyers tbr their respective shares for the seasons analyzed. 

IS TIllS DELIVERAIIILH'Y ANALYSIS SUF,,IECT TO FURTHER REVIEW? 

Yes. OG&I-. has conducted the analysis using SPP models, bt, t the SPP must conduct its 

o``~n analysis in accordance with its aggregate study process to determine whether the 

facilit.~ is l\llly dcli;erable. I bclicvc that O(I&E has cffccti``'cly replicated the SPP study 

process gi``cn the inforn'mtion a,,'ailable at this time. but SPP will provide the final 

anal5 sis. 

PLEASE DESCRIBE Till.: SF']" A(;GREGATE STUDY PROCESS. 

F, PP accumulales all Iransmission scr``'ice requesls made o``'er a four-month open season. 

and then studies these rcqucsls in aggregate. "lhe three prospecti``'e buyers. OG&E. 

OMPA. and (IRDA. ba',e submitted Iransmission scr'.'ice requests in the amount of their 

pro-rata shares otthe oulput of the Rcdbud facility to serve their respective loads. (They 

alrcad 3 have .~ccurcd transmission service from the SPP to dclivcr their pre-l'ransaction 

contracled amotmls.) "I hcsc transmission service requests ,.','ere each separately entered 

into the SPP Aggregate Sludy open-season window that closed January 31. 2008. SPP 

'``ill analyze each transmission service requcsl l~.)r impacl on lhc SPP system, and assign 

cost responsibilit 3 lbr any required s.vstcm upgrades. 
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SIMULTANEOUS IMPORT LIMIT ANAI,YSIS. 

WItAT OTHER TRANSMISSION ANALYSIS DID OG&E PERFORM 

REI.ATEI) TO TIlE TRANSACTION? 

OG&E also pertbrmed an analysis of the SIl.s into the OG&I- and (iRDA balancing 

authority areas using a MI;S'I transfer analysis function. "t This information was relied 

uFam by Julic Solomon with CRA International. Inc. in the market analysis she perlbmled 

in support of the application lot approval of the Transaction. 

t lOW DID YOU CONiIUCT YOUR SIL ANAI,YSIS? 

[o  determine pre-Transaction NIL into the ()G&E and GRDA balancing authoriLx areas, 1 

studied the FCI'I (" xalues fi~r each of the first-tier balancing authority areas located 

adjacent 1o ()G&E and GRDA to calculate an estimate of the Available Simultaneous 

"1 ransfer Capacity in the same pro-Transaction scenario used in the deliverability analysis. 

I lence, the pre-Transaction base case included existing contracts that OC;&I-. OMPA and 

GRDA ba',c v, ith the current uv, ner of the Rcdbud facility, i e.  300 MW. 80 MW and 

150 MW. rcspecti'.e b . 

[he F('ll C analysis fi)r a targeted balancing authoril~ area involved backing 

down resources in the targeted balancing authority area and then scaling up generation in 

a balancing attthorily area adjacent to targeted balancing authority area to determine the 

I:CI]'(.'. "ll"~e FCI'IC resulting from this analysis is essentially the amount of power 

capable of I::.eing transferred betv, een the tar~2.eted balancing authority area and the first- 

tie] balancing authorit\ area before a constraint binds. This value is a conservative 

-I ~i~.'llII)llh" '~I~ [I(I~I(IU |'lili(} S) MC I |;'atl~llfisM ~ I"\ I'SI'" is cornnlonl~ ust*d to c',alual¢ Iran'd~:r impacts 

on ll~lllXllliS~lOll iff'dLlS mOllilOll:(l L, lClllCIll'- oF 1]o~.~aI¢~- 
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measure of  transTcr capability because it examines only the incremental transfer 

capability betv, een balancing authority areas over and abxwe base transfers. 

lhe pro- I ransaction analysis also ,,,,,as pertbrmed for O(i&E's  seven first-tier 

balancing authorit) areas to determine the FCITC into those first-tier balancing authority 

areas and then the FCII ( '  from thosc first-tier balancing authority areas into the OG&E 

balancing authority arca. Thc seasons used in the analysis werc 2008 Summer, 2008 

Shoulder. and 2008 Winter. Table 2 contains the results ofpre-Transaction FCITC from 

firsl-tier balancing authority areas to the OG&E balancing authority area: 

I ; t lq,  ] :  [ ' it .- I u~,n+-:~, I , ,n  i t  11  (" I roul  I ir ' ,l- I icr  F~:llancin+, AtJtht~rlt+', Ai r ' a , ,  Io ( ) ( i & }  

F(TIC 

I 
(IRDA It', OG&li 

PSO It +, O(i&E 

ENIR to ()G&E 

SWPA to OG&E 

\Vcstar to ()G&E 

 -:fi-V t,, O(i, E 

AECI to O(.J&-E 

Summer 

331 

1393 

97 

800 

326 

409 

i Shot, lder 

i 127 

1269 

442 

299 

165 

570 

i 
440 i 762 I 

Winter 

355 

1800 

648 

532 

280 

468 

1150 

To determine pro-Transaction I'CI IC into the GRDA balancing authority area. 1 

used thc same prc-'l ransaction scenario discussed abo``e, tbr the same seasons. The prc- 

"1 ransaction F('I'I'(" analysis was pcrformcd lbr GRDA's  tivc lirst-ticr balancing 

authorit3 areas to determine the FCITC into those first-tier balancing authority areas and 

then the FCI'I (" from Ihosc first-tier balancing authorit.v arcas into tl+m ` (iRI)A balancing 
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authority area. "lablc 3 contains the rcsuhs of pro-Transaction F('ITC from first-tier 

balancing aulhorit~ areas to the GRI)A balancing authurity area: 

I , ! b h .  ~ i~l~. • I hLIl ' ,~l(.liorl t ( [ I  

FCITC 

'-AI-CI to GRI.)A 

PSO to GRDA 

WFE(" to GRI)A 

SWPA to GRDA 

OG&E to (iRDA 

rlo,~,l , i - I - l i~ ' ;  ]~l l~l l t t ' ln~ ~ t l t l lo r i l~  \ l c ; J , , h ~ { i l ~ [ ) %  

.~, Lln1111er 

258 

Shoulder 

577 

Winter 

457 

258 577 239 

258 577 457 

258 570 457 

258 285 322 

258 577 422 

%%'HAT DO TIIESE FCITC RESI;LTS INI)ICATE ABOUT TRANSMISSION 

CAPABILITY? 

The scasonal t"('ITC rcsuhs discussed above essentially identify the capability of the 

transmission system to moxe Ix~wer from one balancing authorit) area to another, with 

the source be!rig the cxporling balancing authority areas and the sinks being either OG&E 

or GRI)A. They do not represent an SII,. but do represent the capabilily to import from 

one or another balancink~ authority area into OG&I- or GRI)A at an)' given time. 

WHAT DID YOU CALCULATE FOR PRE-TRANSACTION SILS? 

I Ising FCIIC values. OG&E then performed an analysis that, consistent with the 

Commission's instructions, agkzrcgates all the first tier balancin~ authority areas and 

trcals them as a single exporting entit~ for purposes ofidentil~ing ~1 sinL21e SII. value into 

each of the ()(i&E al~(.t (IRI)A balancing aulhorit) arca:~ (as v, ell as into first-licr 
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balancing authority areas). 5 Table 4 belo,.v contains the pro-Transaction SILs resulting 

from treating the first-tier balancing authority areas as a single exporting entity: 

J ~,i,h. !~ !'~ y::/.!:!!).~_¢_~_)iL~!L %1_! ~ " J .~) !~  ! ~Lh~.[ imd ( i R  I ) '~ 

Summer Shoulder 

SII. into OG&E 137 594 

SII. into GRI)A 258 577 

Winter 

! 930 
I 

457 

I 

I)O TIIESE VAI.UES ACCURATELY REFLECT TIlE AMOUNT OF SUPPLY 

TItAT MAY liE IMPORTEI) INTO THE OG&E BALANCING AUTHORITY 

MARKET AND TItAT WOUI,D BE AVAIl,ABLE TO POTENTIAL 

WHOI.ESALE PURCIIASERS IN THIS MARKET? 

In this instance, strict adherence to the Commission's standard Nil. methodology 

produces Sll. xalues that are quite low. and do not reflect the ability of external suppliers 

to deli',er po'a.er to the OG&E balancing authority area market. Although the individual 

balancing auHloril.,, area-to-balancing authorit)area ]:CI'ICs into OG&E are relatively 

hiph (see Table 2 above). ,.','hen one groups all the first-tier balancing authority areas 

toL2ether and considers them as a single exporting entity, the SIL values into the OG&E 

balancing audlorit.v areas hit their limits in the FCITC analysis more quickly and the 

16 rcsuhs are very Io~ SIl. values. 

5 In Appendix t~ :o . . IL l '  I ' . ,  L.r U,r~'tin~.. / m .  107 FERC ql al 6 I.I)86 (21)1)4). the Commission described its 
prefi:rrcd mcthodok~g.~ for t:ak'ulalln~ SI I~  l hb ,  methodology, ,,peel f i ts that lilt" indi',idtJal first-tier markets should 
bc trcatt'd as a sin,ale a~.~regal,ad area and fllal "the import t:apabilil.~ ot the stud~, area is the simultaneous Iransh.'r 
]i11111 Iro111 lhe a,2~re~alc, l l lrM-llCr 11111rkt.l ill'l.,[l inlo the slud.~ area "" 
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The comparison bet~ een the F('ITC values and the SII. values highlights this 

eft~ct. For example, the FCI lC value t~urn tile PS() balancing authorit', area to the 

OG&I.I balancing authorit\ area sho`.`.n in "fable 2 above for the summer period is 1.393 

MW. Ho`.~e\'er. when the first-tier balancing authority areas are consolidated into a 

single exporting entity, the Sll. `.alue into the OG&I'I balancing authority area during the 

same period is only 137 MW/' l'ssentially, when all the first-tier balancing authority 

areas are treated as a single exporting entity, tile most limiting constraint (i.e.. in this case 

the l']ntergy FCI'I C) restricts the overall SIL into the OG&E balancing authority area. 

The Sll. determination stops, even though it is possible that substantially more power 

could be impa~rted into tile O(;&ti balancing authority area from one or more other 

sources, such as from tile PS() balancing authority area. The result is a Sll. that 

substantially understates import capability into a market from an 5' particular direction. 

H O W  DID ~(()1; PERFORM YOUR I 'OST-TRANSACTION ANALYSIS? 

Using the same models de~ eloped for the pre-Transaction analysis. I adiusted the analysis 

so that the oulput from the Rcdbud generating facility ',,,'as transt~rred to the three 

prospectixe purchasers and into the O(J&E and (iRI)A balancing authority areas. Based 

on the results of  the AC Contingency analysis performed and described previously. 

O(i&E assumcd that the Redbud l~acility ',',as fully deliverable to all three prospective 

buyers of  the t'acilit). 

W H A T  WERE TIlE RESULTS OF YOUR P O S T - T R A N S A C T I O N  NIL 

21 ANALYSIS? 

(i 
A >imi lar  rc,,uh [,ppiics lo Ille I c r ] (  f rom A [ ( . I  Io ( ) G & I  . th~ll is. I.CI I C  i~, hi~i lcr  than the ~;11 
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1 A. 1 able 5 belov~ contains a comparison of the pro- and post-'l ransactinn FCITC from first- 

2 tier balancinl:, aulhorit.\ areas to the OG&li balancing authority area: 

3 I ~l]~il. ~. t "l)ll)[~[!n tyt , !)  i , I  l i l t  I ' l~ - , ,nhi I ' l l ' q -  I iilll'~ilt-I i o n  [ ( [ [ ( ! l ( l l ! l  F i l M -  l i t ' l  li;alancln...4 Aulhorll.~ ~ , lCa ' ,  t o  I Ki~k. ~" 

GRDA to O(i&l-i 

PSO to (.)(i&li 

POST-TRANSACTION PRI'I- I RANSAC'I'ION 

~ r l  Shoulder Winter 

331 127 355 

1393 1269 1800 

442 648 

299 532 

165 28(1 

570 468 

Winter 

580 

1868 

, I :NIR toOG&E 97 620 

80O 818 

. ~ z . 6  

1150 

SWPA to ()(i&l! 

-~.('e.~Tar to oCi&l: 

Summer Shoulder 

600 276 

1441 1315 

74 416 

785 283 

312 158 

409 571 

4O4 715 
I , 

409 WI:I-C to ()( i&li  

~- ( ' i "  lo O(i&l'i 44O 762 

- -  . I 

281 

468 

1087 

Notc that the pre- to posl-'l ransaction FCI'I C data from GRI)A to OG&E evidences a 

counterllo',~ effect rcsuhing from dispatching an additional 280 MW of Redbud from the 

(')(?;&l E balancing authority arca to the GRDA balancing authorhy area. For example, in 

the summer, the F('I I'C from (JRDA to OG&E increases from 331 MW prc-Transactkm 

to 600 M\V i')ost-'l'ransaction. ~ This counterllow effect is not evident in the SILs. "lablc 6 

contains a comparison of the prc- and post-Transaction F('ITC from first-tier balancing 

authorit', area+; to the GRI)A balancing authority area: 

NPP inlormcd mc lh~ll if(d(1)A has a schudulc (NIIS or finn) Io deliver chert) fIOIll Redbud Io the 

(;RI)A control ill ~.'i11 i[ i ~- possible Io ~(u,ntcr-~chcdldc [I~[lill~,l Ill,It ~,t ll¢(llll~' (oll a lirIll Ol llOn-|Irlll l')ii~,is). 
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l a l ~ l c h  ['o',b]l,tn~<ttltt,l!}( I l l  h(,liIl+r-IIlWrl';al;ul,~h/'...'..\utlloril.', .%lV;l~-Io(il~[}~ 

AE(' I  to GRI)A 

I>RIi-TRANSA('TION 

Sun l l l l e r  

258 

1-I)1.- to GRDA 258 

,: Shoulder Winter 
I 

I 
577 

577 

:457 

J 
23(.) 

I)OS I-TI/ANSAC 1 ION 

Summcr 

160 

160 

Shoulder 

409 

409 

Winter 

299 

245 

PSO to GRDA 258 577 457 160 409 299 

WFEC to (iRI)A 258 570 457 160 409 299 

160 

160 

SWPA to GRI)A 285 '322  258 

, 258 

271 

409 422 

t 
577 OG&E to GRDA 

299 

290 

"1 able 7 N.qow ccmtains the rcsuhs of the post-Transactton" SII. analysis. '.',hen one 

combines all tile lirst tier balancing authorit', areas and treats them as a single exportin,, 

cnt it.,. : 

! 0.1?J/_- _J3!:,t=J r~tn~;~¢t!.n Nil ,. mlo( )( ;&[ LI.D~i_(,R_J [:% 

Winter -] 

SII. into OG&E 889 

SIL into GRI)A 299 

Summer Shoulder 

106 564 

160 409 

9 

I0 

11 

I2 

13 

Q. 

A. 

W H A T  C O N C I , U S I O N S  CAN Y O U  D R A W  F R O M  C O M P A R I N G  T H E  PRE- 

T R A N S A ( ' T I O N  AND P O S T - T R A N S A C T I O N  A N A I . Y S F S ?  

\\"hcrcas 1 ables 5 and 6 evidence some increased I.CITC in the balancing authority area 

b) balaneinL~ authority area post-'Iransaction I.'CITC analysis, the standard (.'on3mission 

approach Io calculating a single SIl. xaluc into each of the ()G&I{ and GRDA balancing 

aulhorJl'~ areas sllov~s SII reductions after the l)Llrchase ufthe Rcdbud ~encrating l]lcilJl', 
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during 2008 :rammer. shoulder and ,.','inter seasons. Table 8 bclov, contains both the pre- 

Transaction and post-'l ransaction SIL results: 

J.:tl.db:_g ..~.. O!]lj~iLI i';2.~_~.5!!" .!_~[Esfl.ril_l}~.at. I It,II : l t ld  [ ' [)~,1- J r~![12..._lfl.]L~l.l_~[]. 

4 

5 Q. 

6 A. 

7 

8 

q Q. 

10 

I1 

12 

13 A. 

14 

15 

16 

t-- 

SII. to ()(i&E 

I 
I 

'l 

I)RE- I RANSA('TION I)OST-'H~,ANSACTION 

S un'ln'ler Shoulder Winter Winter 

594 930 137 

St, miner Shoulder 

106 564 

160 409 

889  

SI1, to GRI)A 258 577 457 299 

WHAT AC(7OUNTS FOR THESE SIL CIIANGES? 

The change in the SILs is tile combined eftect of( 1 ) the additional dispatch of Redbud. 

v.hich lends to reduce import capability into ()G&E: and (2) the transmission to GRI)A 

of its portion of Rcdbud. 

WOUi.I) Y(ll.; EXPECI  THAT FOLLOWING TIlE COMPLETION OF TIlE 

TRANSACTION TllAT ADI)ITIONAL SUPPLIES BEYOND THE SILs WOULD 

BE I)EI.IVI;RABI.E INTO TItE OG&E AND GRDA BALANCING AUTHORITY 

AREAS? 

Yes. As 1 noted before, the Sll.s calculated in my' analysis retleet the aggregation of all 

oflhe first-lier balancing area markets into a single market. Such analysis produces a 

relatively low SII. ,. aluc because of the impact of limiting facilities in the Entergy 

balancing authority area. 
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W H A T  Ai ) I ) ITIONAL AMOUNT OF I M P O R T  CAPABILITY DO YOU 

BEI , IEVE IS PRACTI( :ALLY AVIALBI,E BEYOND THE RESULTS OF TI lE  

SIL ANAI,YSIS? 

It is difficuh to say. and I have not modeled it as such. l lowevcr, at least tw'o sources. 

PSO and AECI. are indix iduall.~ capable of  transmitting substantially more pox~er to the 

OG&li balancing authority area than the SII. reflects. I understand that Ms. Solomon's 

analysis considers this effect by using both the SILs and the balancing authorit> area-to- 

balancing authority area F(T]'C for PSO as a basis tot per|brining a sensitivity analyses. 

lh i s  is a reasonable approach and the use of this sensitivity recognizes that that this 

FCITC v,ould be available as predicted by this transl~cr analysis. 

GRDA SENSITIVITY ANAI,YSIS. 

I tAVE YOI! P E R F O R M E D  ANY ()TILER TRANSMISSION ANALYSES? 

Yes. At the request of  Ms. Solomon. I performed a study of  the post- I ransaction SII_s 

into the OG&li and GRDA balancing authority areas w'hen ( iRDA's  share of  the 

Redbud's output over and above the 150 MW existing conlract is not dispatched, and 

therefore a'~ ailable t(i the "~,.holesale market in the OG&E balancing authority area (rather 

than being CXl:X/rled to the (iRI)A balancing authority area). This sensitivity analysis is 

based on the reasonable assumption that GI",I)A ,xill impa)rl into its balancing authority 

arca only the amount of  pov, er needed to meet its load and reliabilit>' obligations. 

currently 150 MW. and that additional imports ",',ill take place over time in response to 

contingencies and load growth. 
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WHAT ARE TIlE RESI:i,TS OF THIS SENSITIVITY ANALYSIS? 

[ :ndcr such assumptions, the post-'l ransaction SIl+s are increased and, in most cases, 

exceed prc-'fransaction levels. Table q contains the results of this analysis: 

I~+l*Ji~''J l'o'l-ll,tll:+A~.lltm%ll~X,X, ilht+ttll'ull llazl,,h:l01(JRD.\".l)orli,qlh+(i[~l).\ 

r i-1 RANSACTION POST-TRANSACTION 

SEASON Summer Shoulder Wimcr Summer Shoulder Winter 
[ 

137 594 930 149 604 920 

258 577 457 225 577 496 

I SIL to OG&f! 
I 

t Sll. to GRI)A 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Wl. 

Q. 

m. 

Q° 

A. 

POTENTIAl. MITIGATION PROJECTS. 

PLEASE EXPLAIN TItE ANALYSIS YOU IIAVE PERFORMED REGARDING 

POTENTIAL MITI(/AJ'ION PROJECTS. 

It is m) tmdmstanding that OG&l-. under certain circumstances, is willing to construct 

new transmission tacilities that ,.','ill bring about additional post-Transaction import 

capability for the OG&E and GRI)A balancing authority markets. 

WItAT ARE TIlE SPE('II"IC MITIGATION PRO,IECTS? 

O(i&l.i has identilicd three potential upgrades that v, ould increase S1Ls into both the 

()(i&l! and (iRI)A balancing authority areas rclalivc to pre-Transaction levels. 

I.irsl. OG&l! "e.ould re-cunductor a 161 kV transmission line that runs berween 

Enterg.,, "s Russcllvillc North and AN() substations. This upgrade vdll increase the 

transfer capability of the existing line, and therefore, the SIL into the OG&E and GRDA 

balancing autllority areas. 
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Second. O(.i&l'~ ,xould upgrade terminal equipment, in the l-ntergy Russellville 

South and Russcllville I'ast substations. These upgrades would increase the translZer 

capability into the OG&E balancing authorily area and thereby' increase the Sll. into the 

OG&E and GRI)A markets in the same manner as the re-conductor pr~!jecl. 

lhird. OG&E ~vould upgrade the limiting terminal equipment located in the 

Ozark substation in the Van Buren. Arkansas area oflhe SWPA transmission system. 

Upgrading such temfinal equipment ( cg .  by installing or upgrading a switch, breaker. 

translbrmer or "xave trap) ",',ill increase the capability of a 161 kV transmission line 

between the Ozark substalion located in Ozark. Arkansas and the Van Buren substation 

located in Van Buren. Arkansas. and further increase SIt. into OG&I- and GRDA. 

IIAS OG&E IDENTIFIEll  THE APPROXIMATE (7OSTS OF SI:CIt IIPGRAI)ES? 

Yes. O(i&li approximates that the costs of the projects identified above would be 

approximately $17.000.000. The re-conductor would cost approximalely $10.000.000. 

the Russcll~ille upgrades would COSl approximately $6,400,000. and the terminal 

equipment upgrades on the SWPA transmission system would cost approximately 

$500.000. 

YOU STATED TIIAT THE SPECIFIC MITIGATION PRO,IEC'rS ARE 

LOCATEI) ON TIlE SWPA AND ENTERGY TRANSMISSION SYSTEMS. 

WIIAT IS TIlE PROCESS FOR HAVING THESE PROJECTS CONSTRUCTED? 

()(i&E would contact the respective owners of the limiting equipment and propose the 

upgrade of the facilities. If Enterg,, and SWPA agreed to undertake the upgrades, OG&E 

'`~ould reimbt,rsc such o~'ners the cost of the upgrades. It is anticipalcd that the upgrades 

23 could requh'e 27 months to complclc. 
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W I I A T  ARE T I l E  E S T I M A T E D  SII,s INTO T I l E  O ( ; & E  AND GRI)A  

BAI ,ANCING A U T H O R I T Y  AREAS A F T E R  T H E  U P G R A I ) E S ?  

The rcsuhing Sll,s are shox~n in Table 9. As shown, the upgrades required to raise the 

SILs back Io a! least pre-Transaction levels acttzally resuh in significantly more Sll ,  

capability into each market. As a result, in targeting a return to pre-transaction levels in 

all seasons, the actual Sll.s resulting from the transmission upgrades were in excess of  

the pre-'l ransaction S]l.s. 

.I ab le  ~1 ( or!~l~ar'i-,,ll , , l  I!lc- I riu~'qlCtlorl ,_lnd I'o:,rz..!.!3.11!~:iLc_t!_t?.tl_.,t~_!.t]!..l_!~El.~[Ll_L,_:-._i~radc~, S I I s  

9 

l0  

PRI2-TRANSACTION POST-TIUkNSACTION 

Sunmler Shoulder Winter Winter 

S1L to ( ) ( i&E 1.37 594 930 1255 i 

I 

S[[. to GRI)A 577 457 922 • 258 
i I 

Summer Shoulder 

711 1127 

1108 1078 

Q. DOES T i l l s  C O M P L E T E  Y O U R  T E S T I M O N Y ?  

1] A. '~ ,cs. 
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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 

Oklahoma Gas and Electric Company 
Redbud Energy LP 

Docket No. EC08- -000 

AFFIDAVIT 

County of 

State of Oklahoma 

I, Philip L. Crissup, being first duly sworn, deposes and say that I am the witness 

identified in the foregoing Prepared Direct Testimony, that I 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. ~ f ~ ~  S ~ f ~ . j  ~ "  

Philip-L. C r i ~  - ~ -  

SUBSCRIBED AND SWORN to before me on this _ _  day of March, 2008. 

Notary Public 

My commission expires: 

• . '?,~111111;1~1111, 

/ I j l l l l l l l~  
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Attachmen! 4 
Proposed Accounting. Entries 

O ( i & E  provides below the l .W li,rma accounl ing  entries for the proposed "l'ransactinn. 

The amount  used is based on the PSA and retlects ()(i&F. 's  best present assessment  o f  the 

manner  in which the Transact ion will uhimalely  be recorded for account ing  purposes.  "l'o the 

extent necessary.  ( )G&E respectfully requests v, aiver n f t h e  obl igat ion under  18 ('.I:.R. § 35.5 to 

pro.,ide account ing  entries showing the effec! o f  the "l ransacfion on O G & E ' s  income statements 

or other relevant financial statements.  OG&l i  ',,,'ill submit  proposed final account ing  treatment 

~i th in  6 months  of!l~e consummat ion  o( ' tbe Transact ion.  

Journal Entries to Record Purchase Debit Credit 

Journal ent O" # 1 
Account  102 - -  lileclric Plant Purchased or Sold S435.000.000 
Account  131 -- Cash $435.000,000 

7 .  record cuxh I,((vment li~r Redbt . l  /ocili(v In acc .rdance  with ( ' F R  I& /'art 101. Eh, ctric P/ant 
I~lMrut til,n 5 .I [ / ) l d / ; I = R (  " i w d t ' r  tDt~cket M~, E( "O~;-.\.\Xj isslled 

. kmrnal  entry ~:2 
Account  lOl - -  [ ; t i l i 'y  Plant 
Account  101 - -  Land 
Ace,aunt 102 - -  Electric Plant Purchased or Sold 
Account  102 - -  Electric Plant Purchased or Sold 
Account  108 - -  Accumula ted  Depreciation 

$338.O00,000 
1,000.000 

53.00(I.000 
$339,000.000 

53.000.000 
7~ r, 'cord the ,,r,)~mal cost ,~/ Redhud lacih(v ,rod ~*, cumulated deprectath,n m ac'¢ ordan~w with ( ' I 'R 18. 
I'art lo t .  £1e¢ tric Phml  Instrtwtion 5 B(I) aud ¢2J and F£R("  order (D.cke t  No EC'OS-A]VX) i.*~ued 

Journal Entries Io ( ' l ear  Account  102 Debit Credit 

,lournal entry ~:3 
Accoum 114 - -  l-leclric Plant Acquisi t ion Adjustment  $149.000.00(I 
Accoun!  1 0 2 -  Electric Plant Purchased or Sold $149.000.000 

7~ re¢ ord the pl¢,nJ acquisition adjaslment l~r Redhud /uctli O" in occordancc with ('I-R 18. Part l O I. 
Electrw Phmt  lu.';trttction 5 B(41 and FER(" order IDo~~eJ A'o. E('OS-.\'V.~) isgued 
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UNITED STATES OF AMI.;RICA 
BEFORE THE 

FICI)EIIAI, ENEIIGY REGULATORY COMMISSION 

Oklahoma Gas and Electric Company 
Redbud I-nergy LP 

I)ocket No. t-C08- -000 

County of ~ ) 
) 

State of ~ ) 

VEIIIFICATION 

Jesse B. l,angston, being duly s~orn, deposes and says: That he is Vice President of 

I 'tilit~ Commercial ()perations at Oklahoma Gas and Electric Company; that he has read said 

Application: and that to the best of his knowledge, information, and beliei] all of  the statements 

contained therein pcrlaining to Oklahoma Gas an~Electric Company a.~lrue and correct. 

(l,e"gsJ, [.angston ] / 

SIJBSCRII3H) AND SWORN to betbre me on this _ _  day of March, 2008. 

My commission expires: . . . .  _O,ff"- ~7 . .  - O¢~ 

• / l l l l l l l l t  L, ~ 
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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 

Oklahoma Gas and Electric Company 
Redbud Energy LP 

Docket No. EC08- . . . . . . . . . .  -000 

VERIFICATION 

~ f  - ~ ~ t o ~ ' ~ t , ,  ) 
) 
) 

Robert J. Janssen, being duly sworn, deposes at~ says: That he is President of  Redbud 

Energy, LP ("Redbud"), that he has read said Application; and that to the best of  his knowledge, 

inlormatiort, and belief, all of  the statements contained therein pertaining to Redbud are true and 

correct.  

.-O. 
SUBSCRIBED AND SWORN to before me on this I~_~ day o f _ _ ~ _ ~ _ _  

Notary Public 

My commission expires: 

,2008. 

~ Public District of ~luml~l 
Mlt ~ m r ~ m l o ~  Irxplres ~ 15, 

DSi~B-2411440~'01 
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UNITEI) STATI.'S OF AMERICA 
FEDERAl,  ENERGY REGULATORY COMMISSION 

Oklahoma Gas and Electric Compan.~ 
Redbud Energy LP 

PROTECTIVE ORDER 

(Issued I 

Docket No. liC08- -000 

1, This Protective Order shall govern the use of all Protected Materials produced by, or on 
behalf of. any Participant. Not~vithstanding an 3 order terminating this proceeding, this 
Protective Order shall remain in effect until specifically modified or terminated by the Presiding 
Adminislrativc l.aw .Judge ("Presiding Judge") or the Federal linergy Regulatory Commission 
("('ommission"). 

2. This Protective Order applies to the follovdng t,,~.u categories of  materials: (A) A 
Participant may designate as protected those materials which customarily are trcalcd b'. that 
Participant as sensitive or proprietary, which are not a',ailable to the public, and v.'hich, if 
disclosed freely, would subjccl that Participant or its customers to risk of competitive 
disadvantage or other business injur.',: and (B) A Participant shall designatc as protected those 
materials which contain critical energy inl?astructt,re inlbrmation, as dcfincd in 18 C.FR. § 
388.113(c)(11 ("Critical Energy Infrastructure Information"). 

3. Definitions - For purposes of this Order: 

(a) 
5.102(b). 

The term "Participant" shall mean a Participant as dcfined in 18 C.F.R. § 38 

(b) (i) l 'he term "'Protected Materials'" means (A) materials (including 
depositions) providcd by a Participant in rcsponse to discovery requests and designatcd by such 
Participant as prolccted: (B) any intbrmation contained in or obtained from such designated 
materials" (C) an)" other materials which arc made subject to this Prutcctivc Order by the 
Presiding Judge, b.', the Commission. by an) court or other body having appropriatc authority, or 
by agreement of  the Participants: (D) notes of  Protected Malerials and (E) copies of  Protected 
Materials. l h c  Participant producing the Protccted Materials shall physically mark them on each 
page as "q~ROTI~C'I'H) MATI~RIALS'" or "~vith ',vords of  similar import as long as thc term 
"'Pro~ectcd Materials' is included in that designation to indicate that they are Protected Materials. 
If the Protected Materials contain Critical Energy Infraslructurc lntbrmaticm, the Parlicipant 
producing such information shall additionally mark on each page containing such inlbrmalion 
the v, ords "'(.'onlains Critical t-lncr~.', Inli'astructurc Inlormation - I)o Not Release". 
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(ii) Thc term "'Notes of  Protected Materials" means naei'noranda, handwritten 
notes, or any other ti~nu of  information (including electronic lbrm) which copies or discloses 
materials described in Paragraph 3(b)( 1 ). Notes of  Protected Materials arc subject to the same 
restrictions pro~ idcd in this nrdcr lbr Protected Materials except as specifically provided in this 
order. 

(iii) Protected Materials shall not include CA) an',' inlbrmation or document 
contained in the files nf the  Commission. or an)' other tbdcral or state agency, or an)' federal or 
state court, unless the inf~m'nation nr document has been determined to be protected by such 
agcnc', or court, or (B} intormation that is public knowledge, or v, hich becomes public 
knowledge, other than through disclosure in violation of  this Prntcctive Order, or (C) any 
intormatiun or document labeled as "'Non Internct Public" by a Participant, in accordance with 
Paragraph 3(I of  FI'IRC Order No. 630. FI-RC Stat. & Reg. ¶i 31.140. Protected Materials do 
include any inlbrmation or document contained in the rites of  the Commission that has been 
designated as Critical Encrg.', Infrastructure lntbrmation. 

(c) The term "'Non-l)isclosure Certificate'" shall mean the certificate annexed hereto 
by ',¥hich Participants "~,hn have been granted access to Protected Materials shall certify their 
understanding that st:oh access to Protected Materials is provided pursuant to the terms and 
rcstrictinns of  this Protective Order. and that such Participants have read the Protective Order 
and agree to bc bound b3 it. All Non-Disclosure ('ertificatcs shall bc served on all parties on the 
official scr', ice list maintained b.', the Secretary in this proceeding. 

(d) The term "'Reviewing Representative'" shall mean a person who has signed a Non- 
l)isclosure ('crtificalc and x,.ho is: 

(i) ( 'onnnission Trial Staff designated as such in this proceeding: 

(ii) an attornc.~ who has made an appearance in this proceeding tbr a 
Participant: 

(Jill att,~rnc.,, s. paralcgals, and other cmpksyccs associated tbr purposes of  this 
case with an attorney described in Subparagraph (2): 

(ix) an expert or an employee of  an expert retained by a Participant tbr the 
purpose of  advising, preparing tbr or tcstil~'ing in this proceeding: 

(v) a person designated as a Reviewing Representative by order of  the 
Presiding Judge or Ih,: Connnission: or 

ivi) cmplo.vces or other representatives of  Participants appearing in this 
proceeding ,,¥ith significant rcsponsibilily lor this docket. 

4. I rotcctcd Materials shall bc made a,.ailablc under the terms of  this Protective Order only 
to Participants and onl 3 through their Revicv,ing Representatives as provided in Paragraphs 7-9. 

5. Protected Materials shall remain available to Pallicipants until the later of  the date lhal an 
order IcrnlinatinL-' this procccdin~ becomes no InnL~er sub CUI to.judicial |'e~ ic~. or the date thai 
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any other Commission proceeding relating to the Protected Material is concluded and no longer 
subject to.judicial rcvie,~,. If requested to do so in writing after that date. the Participants shall. 
``vithin fifteen days of such request, return the l'rotected Materials (excluding Notes of  Protected 
Materials) to the Participant that produced them, or shall destroy the materials, except that copies 

. of  filings, official transcripts and exhibits in this proceeding that contain Protected Materials. and 
Notes of  Protected Material may bc retained, if they arc maintained in accordance with 
Paragraph 6, belong. Within such time period each Parlicipant. if requested to do so, shall also 
submit to the produc,ng Participant an affidavit stating that. to the best of  its kno~vledgc, all 
Protected Materials z~nd all Notes of Protected Materials have been returned or have been 
destroyed or will be maintained in accordance with Paragraph 6. To the extent Protected 
Materials arc not returned or destroyed, lhe.~ shall remain subject to the Protective Order. 

6. All Protected M~lerials shall be maintained by the Participant in a secure place. Access 
to those materials shall be limited to those Revicv.ing Representatives specifically authorized 
pursuant to Paragraphs 8-9. The Sccrctar~ shall place an)' Protected Materials filed w'ith the 
Commisskm in a non-public file. By placing such documents in a non-public file. the 
Commission is not making a determination ofun~ claim of privilege. The Commission retains 
the right to make determinations regarding any claim of privilege and the discretion to release 
information necessar) to carry out its jurisdictional responsibilities. For documents submitted to 
Commission "1 rial SIatt'(",'c, laft"). Staffsha)l follow the notification procedures of  18 C.F.R. § 
388.112 belbrc making public any Protected Materials.. 

7. Protected Mamerials shall be treated as confidential by each Participant and by the 
Re', iewing Representati', e in accordance with the certificate executed pursuant to Paragraph 9. 
Prutccted Materials shall not be used except as necessary tbr the conduct of  this proceeding, nor 
shall they be disclosed in any manner to any person except a Reviewing Representative who is 
engaged in the conduct of  this proceeding and who needs to know the intbrmalion in order to 
cart) 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 Materi;ds. which shall be treated as Notes of  
Protected Materials if the.',: disclose the contents of  Protected Materials. 

8. (a) Ira Rc``'ie'~,ing Representative's scope of employment includes the marketing of  
energy, the direct supervision of any employee or employees v, hose duties include the marketing 
of energy, the provision of consuhing services to an 5, person "~.hose duties include the marketing 
ofenerg}, or the direct supervision of any employee or employees ,.,,hose duties include the 
marketing of energy, such Reviewing Representative may not use inlbmlatinn contained in any 
Protected Materials obtained through this proceeding to give any Participant or any competitor of  
an 5' Participant a commercial advantage. 

(b) In the c'.'ent that a Participant wishes to designate as a Revie``ving Represcntati``'e 
a person not described in Paragraph 3(d) above, the Participant shall seek agreement from thc 
Participant pruviding the Protected Materials. If an agreement is reached that person shall be a 
l~.e', i,:v, ing Representative pursuant to Paragraphs 3(d) above with respect to thnsc materials. If 
no agreement is reached, the Participant shall subnlit the disputed designalion In the Presiding 
Judge l'(~r resolution. 
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9. (a) A Rcviev, ing Representative shall not bc permitted to inspect, participate in 
discussions regarding. or otherv,'ise be permitted access to Protected Materials pursuant to this 
Protective Order unless that Revicv.ing Representative has first executed a Non-Disclosure 
(eni|]calc" pro,, idcd that if an attorney qualified as a Rcvieu, ing Kcprcsentativc has executed 
such a certificate, the paralcgals, secretarial and clerical personnel under the attorney's 
instruction, superx ision or control need not do so. A copy of each Non-Disclosure Certificate 
shall be pruvidcd to counsel tbr the Participant asserting confidentiality prior to disclosure of any 
Protected Material to.that Rcvie,xing Representative. 

(b) Attorneys qualified as Reviewing Representatives are responsible for ensuring 
that persons under their supervision or control comply with this order. 

10. Any Rcvicv,ing Representative may disclose Protected Materials to any other Reviewing 
Representative as long as the disclosing Rcviev,,ing Representative and the receiving Reviewing 
Representative both have executed a Non-Disclosure ('ertiticatc. In the event that any 
Reviewing Representative to whom the Protected Materials are discluscd ceases to be engaged in 
these proceedings, or is.emplo.~ ed or retained tbr a position whose occupant is not qualified to be 
a Rcvicwing Rcprcscntativc under Paragraph 3(d), access to Protected Materials by that person 
shall bc terminated. Even if no longer engaged in this proceeding, eveLv person who has 
executed a Non-l)isclosurc Certificate shall continue to bc bound by the provisions of this 
Protective Order and the certification. 

1 I. Subicct to Par'agraph 17, the Presiding Administrative l.a,,v Judge shall resolve an.', 
disputes arising under this Protective Order. Prior to presenting an',' dispute under this Protective 
Order to the Presiding Administralive l.av,' Judge. the parties to the dispute shall use their best 
efforts to resoh c it. Any participant that contests the designation of materials as protected shall 
notify the party that provided the protected materials b.v specifying in writing the materials the 
designation of v, hich is contested. This Protective ()rdcr shall automatically cease IO apply to 
such materials five (5) business days after the notification is made unless the designator, within 
said 5-da.v period, files a motion v,'ith the Presiding Administrative l.aw 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 seeking 
protection. If the Presiding Administrative l.aw Judge finds thai 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 l~articipant 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 ('ommissio~Fs Critical linergy Infrastructure Information Coordinator that such 
materials nccd not remain protected. 

12. All copies of all documents reflecting Protected Materials, including lhe portion of the 
hearing testimony, exhibits, transcripts, briefs and other documents which refer to Protected 
Materials. shall bc filed and scr',ed in scaled envelupes or other appropriate containers endorsed 
to the effect that they are scaled pursuant to this Protective Order. Such documents shall bc 
marked "'Pt,~()TI'I('TI i[) MA'I IiRIAI.S'" and shall be filed under scal and served under scal upon 
the Presiding Judge and all Rex icy, ing Representatives ~ ho arc on the service list. Such 
documents containing?. (.'rilical I.ncrgy Infrastructure Inlbrmalion shall bc additionall.v marked 
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"'Contains Critical I-ncrgy Infrastructure Infommtion - l)o Not Release". For anything tiled 
under seal. redacted versions or, ~herc an entire document is protected, a letter indicating such. 
vdll also be filed with the Commission and served on all panics on the service list and the 
Presiding Judge. Cc, unsel tbr the producing Participant shall provide to all Participants v.ho 
request the same, a list of  Revie~ving Representatix es ~vhu are entitled to receive such materiah 
Counsel shall lake ail reasonable precautions necessary to assure that Protected Materials are not 
distributed to unauthorized persons. 

13. If any Participant desires to include, utilize or refer to any Protected Materials 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 
representalives, such participant shall first notify both counsel tbr the disclosing participant and 
the Presiding Judge of such desire, identifying v.ith particularity' each of the Protected Materials. 
Thereafter, use of  such Protected Material ~ill 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 of  Protected Materials on any legal grounds. 

15. Nothing in this Protective Order shall preclude any' Participant from requesting the 
Presiding Judge, the Commission, or any other bud'," having appropriate authority, to lind that 
this Protective Order should not apply to all or any' materials previously designated as Protected 
Materials pursuant to this Protective Order. "lhe Presiding Judge may alter or amend this 
Protective Order as circumstances warrant at an~ time during the course of this proceeding, 

16. Each party, governed by' this Protective Order has the right to seek changes in it as 
appropriate from the Presiding Judge or the Commission. 

17. All Protected Materials filed with the ('ommission. the Presiding Judge. or any' other 
judicial or administr~,tive body, in support o f  or as a part o f  a motion, other pleading, brief or 
other document, shall be filed and served in sealed envelopes or other appropriate containers 
bearing prominent markings indicating that the contents include Protected Materials subject to 
this Protective Order Such documents containing Critical Energy" Infrastructure Inlbmlation 
shall be additionally marked "'Contains Critical Energy' Infrastructure Information - Do Not 
Release." 

18. If the ]"residing 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 Proteeti~ e Order tbr three (3) business days from the date of  
issuance of the Presiding Judge's dctemfination, and if the Participant seeking protection files an 
interlocutory appeal or requests that the issue be certilicd to the Commission, tbr an additional 
seven (7) business days. None of the Participants waives its rights to seek additional 
administrative or judicial remedies after the ]:'residing Judge's decision respecting Protected 
Matcrials or Re,.ie~ing Representatives, or the C'ommission's denial of  any appeal thereof. The 
prmi,ion> of 18 C.F.R. ~§ 388.112 and 388.113 shall apply' to any' requests under the l:reedom 
of [nl0rmalion Act (5 1. '.S.('. § 5521 for Protected Materials in the files of  the Commission. 
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19. Nothing in this Protccti'.e Ordcr shall be dccmcd to prcclude any Participant from 
indcpendcntl.\ socking through discovery in any other administrative or judicial proceeding 
inlbrmation or materials produccd in lhis procceding under this Protective Order. 

20. None of the l'articipants waives the right to pursue any other legal or equitable remedies 
that ;'nay he available in the ex, ent of actual or anticipated disclosure of Protected Materials. 

21. The contents .of Protected ~'Aaterials or any other tbrm ofinlbrmation that copies or 
discloses Protected Materials shall not be disclosed to anyone other than in accordance ".~ith this 
l'rotcctive Ordcr and shall be used only in connection with this (these) proceeding(s). Any 
violation of this Protcctivc Order and of any Non-Disclosurc Certiticatc executed hereunder shall 
constitute a violatior~ of an order of the Commission. 

Presiding Administrative Law Judge 

6 


