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JESSE LANGSTON

DIRECT TESTIMONY

INTRODUCTION AND BACKGROUND

PLEASE STATE YOUR NAMEYOUR EMPLOYER AND YOUR BUSINESS ADDRESS

MY NAME IS JESSE LANGSTON AM EMPLOYED BY OKLAHOMA GAS AND ELECTRIC COMPANY

OGE OR COMPANY AND MY BUSINESS ADDRESS IS 321 HARVEY BOX 321

OKLAHOMA CITY OKLAHOMA73101

WHAT POSITION DO YOU CURRENTLY HOLD WITH OGE
AM VICE PRESIDENT OF UTILITY COMMERCIAL OPERATIONS MY CURRENT RESPONSIBILITIES

INCLUDE OVERSIGHT OF THE COMPANYS RESOURCE PLANNING BUSINESS DEVELOPMENT RETAIL SALES

10 AND CUSTOMER SERVICE FUNCTIONS DURING MY CAREER WITH OGE HAVE DEVELOPED THE

11 COMPANYS ENDUSE FORECASTS DEVELOPED DEMAND SIDE MANAGEMENT PROGRAMS DESIGNED

12 ELECTRICAL DISTRIBUTION AND TRANSMISSION SYSTEMS MANAGED RESOURCE PLANNING MANAGED

13 CORPORATE PLANNING LED EFFORTS TO ACQUIRE WIND AND FOSSIL FUEL GENERATION AND LED THE

14 INITIATIVE FOR THE DEVELOPMENT OF TRANSMISSION FACILITIES FOR WIND DEVELOPMENT

15

16 PLEASE DESCRIBE IN MORE DETAIL YOUR PROFESSIONAL EXPERIENCE AND EDUCATIONAL

17 BACKGROUND

18 HAVE OVER 23 YEARS OF EXPERIENCE AT OGE BEGINNING IN 1985 SPENT MY FIRST THREE

19 YEARS AFTER GRADUATION FROM OKLAHOMA STATE UNIVERSITY AS DISTRIBUTION PLANNING

20 ENGINEER BEFORE BEING PROMOTED TO PROJECT ENGINEER IN 1991 SPENT THREE YEARS IN THE

21 OGE SYSTEM LABORATORIES PROGRAM WHICH IS DESIGNED TO PROVIDE YOUNG ENGINEERS

22 WITH OPPORTUNITIES TO WORK ON PROJECTS IN DISTRIBUTION TRANSMISSION AND GENERATION

23 OPERATIONS IN THAT CAPACITY PARTICIPATED IN AND LEAD MANY PROJECTS RELATED TO METERING

24 TRANSMISSION RELAY SUBSTATION MAINTENANCE TELECOMMUNICATIONS AND GENERATION

25 MAINTENANCE IN 1991 WAS PROMOTED TO STAFF ENGINEER IN THE MARKETING DEPARTMENT AND

26 WAS RESPONSIBLE FOR PRODUCING THE COMPANYS ENDUSE FORECASTS WHILE IN THIS CAPACITY

27 HELPED DEVELOP OGES INITIAL DEMAND SIDE MANAGEMENT DSM PROGRAMS

28 IN 1994 BECAME CLIENT MANAGER IN RESOURCE PLANNING AND BECAME RESPONSIBLE FOR ALL

29 RESOURCE PLANNING ACTIVITIES IN 1997 BECAME MANAGER OF DEREGULATION TRANSITION



LEADING THE COMPLEX EFFORTS TO PREPARE OUR OKLAHOMA AND ARKANSAS JURISDICTIONAL

ACTIVITIES FOR DEREGULATION IN 2001 JOINED THE CORPORATE PLANNING GROUP AS MANAGER

AND SUBSEQUENTLY SERVED AS DIRECTOR OF THIS GROUP IN 2005 BECAME DIRECTOR OF UTILITY

COMMERCIAL OPERATIONS AND WAS ELEVATED TO VICE PRESIDENT IN 2006

OVER THE PAST FEW YEARS HAVE LED NUMBER OF SIGNIFICANT INITIATIVES INCLUDING THE

ACQUISITION OF MCCLAIN 400MW NATURAL GAS COMBINED CYCLE PLANT THE DEVELOPMENT OF

CENTENNIAL 120MW WIND FARM THE DEVELOPMENT OF OU SPIRIT 101 MWWIND

ENERGY FACILITY LOCATED IN WOODWARD OKLAHOMA THE ACQUISITION OF 51 OWNERSHIP

INTEREST IN REDBUD 1230 MWNATURAL GAS COMBINED CYCLE PLANT AND THE DEVELOPMENT

10 OF TRANSMISSION FACILITIES 120 MILES OF 345KV FROM WOODWARD TO OKLAHOMA CITY

11 NECESSARY TO DELIVER WIND ENERGY TO OUR CUSTOMERS

12 HOLD AN MBA FROM OKLAHOMA CITY UNIVERSITY MAY 2002 AND BACHELOR OF SCIENCE

13 DEGREE IN ELECTRICAL ENGINEERING FROM OKLAHOMA STATE UNIVERSITY 1985

14

15 HAVE YOU TESTIFIED PREVIOUSLY BEFORE THE OKLAHOMA CORPORATION COMMISSION

16 COMMISSION

17 YES HAVE TESTIFIED BEFORE THE COMMISSION ON SEVERAL OCCASIONS THAT ARE EACH RELATED TO

18 IMPLEMENTING OGES RESOURCE PLANNING EFFORTS FIRST TESTIFIED IN CAUSE NO PUD

19 200300564 RELATED TO REQUEST BY POWERSMITH FOR PURCHASED POWER RATES AND POWER

20 PURCHASE CONTRACT WITH OGE TESTIFIED IN CAUSE NO PUD 200500151 REGARDING THE

21 DECISIONMAKING PROCESS THAT LED TO OGES ACQUISITION OF 77 PERCENT OWNERSHIP

22 INTEREST IN THE COMBINED CYCLE GASFIRED MCCLAIN GENERATING FACILITY TESTIFIED IN CAUSE

23 NO PUD 200500059 REGARDING OGES REQUEST FOR APPROVAL TO CONSTRUCT THE CENTENNIAL

24 WIND PROJECT TESTIFIED IN CAUSE NO PUD 200700012 REGARDING OGES APPLICATION FOR

25 PREAPPROVAL OF JOINT DEVELOPMENT AND OWNERSHIP OF RED ROCK 950 MWULTRA

26 SUPERCRITICAL COAL PLANT MOST RECENTLY FILED TESTIMONY IN CAUSE NO PUD 200800086

27 REGARDING OGES APPLICATION FOR PREAPPROVAL OF THE ACQUISITION OF 51 INTEREST IN

28 REDBUD STATEOFTHEART 1230 MWCOMBINED CYCLE NATURAL GAS FIRED POWER PLANT AND

29 FILED TESTIMONY IN CAUSE NO PUD 200800148 REGARDING THE DEVELOPMENT OF TRANSMISSION

30 FACILITIES TO DELIVER WIND RESOURCES FROM NORTHWESTERN OKLAHOMA TO OGE LOAD AREAS



HOWMUCH IS OGEREQUESTING IN THIS CASE AND WHY

OGE IS REQUESTING BASE RATE INCREASE OF APPROXIMATELY 110 MILLION TO RECOVER

INCREASED BUSINESS COSTS AND INFRASTRUCTURE INVESTMENTS THAT THE COMPANY HAS MADE SINCE

RATES WERE LAST ESTABLISHED IN 2004 IN ADDITION THE COMPANY IS ASKING FOR AUTHORIZATION

AND FUNDING FOR THE NEXT PHASE OF OUR AUTOMATED METERING AND SMARTPOWER PROGRAM OUR

APPLICATION ALSO REQUESTS APPROVAL OF SEVERAL CUSTOMERFOCUSED PROGRAMS

CAN YOU ELABORATE ON THE CUSTOMERFOCUSED PROGRAMS

RECOGNIZING THE ECONOMIC PRESSURES FACING CUSTOMERS TODAY AND FOR THE FORESEEABLE

10 FUTURE THE COMPANY IS PROPOSING LOWINCOME ASSISTANCE FUNDING AND NEW RATE OPTIONS

11 FOR FIXEDINCOME CUSTOMERS AS WELL AS MAKING CERTAIN ADJUSTMENTS IN OUR CREDIT POLICY

12 THE COMPANY IS ALSO PROPOSING EXPANSION OF OGES AUTOMATED METERING AND

13 SMARTPOWER PROGRAM THIS PROGRAM WILL PROVIDE CUSTOMERS WITH THE TECHNOLOGY TO BETTER

14 MANAGETHEIR ENERGY COSTS ENERGY CONSERVATION AND EFFICIENCY MEASURES WILL BE PROPOSED

15 IN SEPARATE PROCEEDING LATER THIS YEAR

16

17 WHAT IMPACT WILL YOUR PROPOSAL HAVE ON MONTHLY RESIDENTIAL ELECTRIC BILLS

18 AN AVERAGE RESIDENTIAL CUSTOMER WILL SEE AN INCREASE OF 827 PER MONTH BEGINNING IN

19 SEPTEMBER THIS AMOUNT DOES NOT INCLUDE 315 PER MONTH ON AVERAGE FUEL SAVINGS

20 RECENTLY PASSED ON TO CUSTOMERS THROUGH SEPARATE 0CC ACTION EARLIER THIS YEAR OR THE

21 COST FOR PHASE ONE OF THE SMARTPOWER PROJECT

22

23 WHY IS OGESEEKING AN INCREASE AT THIS TIME

24 THE SIMPLEST AND MOST DIRECT ANSWER IS THAT OGES RATES WERE LAST SET USING 2004 COSTS

25 THAT ARE NO LONGER COVERING THE COST OF DOING BUSINESS IN 2009 SINCE THEN WE HAVE

26 EXPERIENCED INCREASED BUSINESS COSTS AND HAVE INVESTED MORE THAN 16 BILLION IN THE

27 ELECTRIC SYSTEM MUCH OF WHICH IS NOT INCLUDED IN TODAYS RATES WE HAVE TIGHTENED OUR

28 BELTS AND HAVE TRIED TO POSTPONE AN INCREASE BUT FOUND THAT WE CAN GO NO LONGER WITHOUT

29 DOING SO



CAN YOU ELABORATE

YES LIKE ANY BUSINESS OGEMUST PERIODICALLY REVISIT THE RATES OR PRICES THAT IT CHARGES

CUSTOMERS AND ADJUST THEM TO MEET CURRENT BUSINESS CONDITIONS WHERE WE DIFFER FROM

OTHER BUSINESSES HOWEVER IS THAT WE CANT ADJUST PRICES TO COVER RISING COSTS UNLESS WE

HAVE APPROVAL FROM REGULATORS WE ALSO CANT CLOSE PLANTS OR REDUCE PRODUCTION TO OFFSET

HIGHER COSTS TO DO SO WOULD JEOPARDIZE THE RELIABLE DELIVERY OF ELECTRICITY

WHAT STEPS HAVE YOU TAKEN TO POSTPONE THIS INCREASE REQUEST

REST ASSURED THAT SEEKING RATE INCREASE IS SOMETHING WE DONT TAKE LIGHTLY AT OGE
10 BEFORE WE FILE ANY RATE INCREASE REQUEST OUR FIRST STEP IS TO ENSURE THAT OUR OWN BELT HAS

11 BEEN TIGHTENED AND THAT OUR WORK PERFORMANCE IS STRONG WOULD DESCRIBE OUR EFFORTS AS

12 AMONGTHE BEST IN CLASS THIS WAS CONFIRMED BY AN INDEPENDENT THIRD PARTY FOR EXAMPLE

13 OUR WORKFORCE TODAY IS ROUGHLY THE SAME SIZE AS IT WAS IN 1961 WHILE SERVING MORE THAN

14 TWICE THE NUMBER OF CUSTOMERS IN ADDITION OUR OPERATING AND MAINTENANCE COSTS ARE WELL

15 BELOW THE NATIONAL AND REGIONAL AVERAGES THE COMPANY HAS ACCOMPLISHED THESE

16 EFFICIENCIES WHILE IMPROVING OUR OPERATIONAL PERFORMANCE OUR STORM RECOVERY EFFORTS

17 HAVE BEEN REPEATEDLY RECOGNIZED AS AMONG THE BEST IN THE NATION AND HAVE WON SUCH

18 AWARDS AS THE JD POWER RESIDENTIAL CUSTOMER SATISFACTION AWARD WE ACCOMPLISHED ALL

19 OF THIS WHILE MAINTAINING RATES 25 BELOW THE NATIONAL AVERAGE AND 10 BELOW THE

20 REGIONAL AVERAGE EVEN IF YOU ADD IN THE RATE INCREASE WE ARE NOW PROPOSING OUR RATES

21 WOULD BE BELOW THE NATIONAL AVERAGE AND LOWER THAN THE REGIONAL AVERAGE WAS IN 2007

22

23 WHAT WOULD THE CONSEQUENCES BE IF THE COMPANY IS NOT ALLOWED TO ADJUST ITS RATES

24 IF PRICES RATES DO NOT ADEQUATELY COVER THE COSTS OF DOING BUSINESS SERIOUS CONSEQUENCES

25 GENERALLY FOLLOW AT OGE THESE CONSEQUENCES COULD RANGE FROM INCREASED CUSTOMER

26 OUTAGES TO SYSTEMWIDE FAILURES AND MANY THINGS IN BETWEEN WHILE WE HOPE TO AVOID ALL

27 OF THESE WE MUST BE MINDFUL OF THE FUNDING REQUIRED TO RUN OUR BUSINESS AT LEVELS

28 CUSTOMERS HAVE COME TO EXPECT



DOES THIS RATE INCREASE FIT INTO LONGERTERM STRATEGY

YES UTILITIES NOT ONLY LOOK AT THE SHORTTERM BUT BY THE NATURE OF OUR BUSINESS WE MUST

ALWAYS BE THINKING YEARS AHEAD OGE IS NO EXCEPTION AND HAS ESTABLISHED STRATEGY THAT

WE CALL THE 2020 PLAN

PLEASE EXPLAIN THE 2020 PLAN

WOULD SUMMARIZE THE 2020 PLAN AS STRETCH GOAL OF NOT BUILDING OR BUYING ANY NEW

FOSSILFUELED POWER PLANTS UNTIL AT LEAST 2020 BY ADDING ADDITIONAL WIND POWER AND

PROVIDING CUSTOMERS WITH EDUCATION AND TECHNOLOGY TO BETTER MANAGE THEIR DEMAND FOR

10 POWER THIS PLAN WILL SAVE CUSTOMERS MONEY HELP THE ENVIRONMENT AND EMPOWER

11 CUSTOMERS THE DEMAND FOR ELECTRICITY CONTINUES TO GROW IN OKLAHOMA AND THE 2020 PLAN

12 ALLOWS OGE TO MEET THAT DEMAND WHILE WE MOVE TO THE NEXT LEVEL OF TECHNOLOGY

13 THROUGH THE 2020 PLAN WE WILL BE ABLE TO WAIT FOR NEW EFFICIENT AND ENVIRONMENTALLY

14 FRIENDLIER OPTIONS TO EMERGE AND ALSO WILL RETAIN THE FLEXIBILITY TO RESPOND TO EMERGING

15 ENVIRONMENTAL AND REGULATORY POLICIES

16

17 HOWWILL CUSTOMERS PLAY ROLE

18 YES OGE CANNOT ACHIEVE THE 2020 PLAN ON ITS OWNWE WILL NEED THE HELP OF OUR

19 CUSTOMERS THROUGH EDUCATION AND THE EXPANSION OF TECHNOLOGY OGE HOPES TO WORK

20 WITH CUSTOMERS TO HELP THEM MANAGEENERGY MORE WISELY AND THEREBY POSTPONE THE NEED

21 FOR NEW POWER PLANT MANY OKLAHOMA RESIDENTS HAVE SEEN THE BEGINNINGS OF OUR

22 POSITIVE ENERGY TOGETHER COMMUNICATION CAMPAIGN WHICH IS KEY COMPONENT OF OUR

23 EDUCATION INITIATIVE

24

25 DOES THIS CONCLUDE YOUR INTRODUCTION

26 YES WILL NOW EXPAND ON THE AREAS ADDRESSED ABOVE PROVIDE AN OVERVIEW OF THE

27 INITIATIVES WEHAVE FILED IN THIS PROCEEDING AND INTRODUCE OUR REMAINING WITNESSES



HOWIS THE REMAINDER OF YOUR TESTIMONY ORGANIZED

MYREMAINING TESTIMONY IS ORGANIZED INTO THE FOLLOWING FIVE SECTIONS

SECTION PURPOSE OF TESTIMONY

SECTION II RATE RELIEF

SECTION III OGES STRATEGIC PLAN

SECTION IV INVESTMENTS SINCE OGE PRIOR RATE CASE AND

SECTION REQUESTED REGULATORY APPROVALS

SECTION PURPOSE OF TESTIMONY

10 WHAT IS THE PURPOSE OF YOUR TESTIMONY

11 MYTESTIMONY WILL DESCRIBE OGE CURRENT STRATEGIC PLAN AND IDENTIFY THE RATE RELIEF THAT

12 OGE IS REQUESTING IN THIS CASE MORE SPECIFICALLY WILL DISCUSS THE REASONS THAT

13 OGE IS FILING CASE AT THIS TIME II THE MAJOR INITIATIVES THAT WE ARE PURSUING TO

14 RESPOND TO TODAYS BUSINESS ENVIRONMENT AND TO PROVIDE BENEFITS TO OUR CUSTOMERS AND

15 III SEVERAL ACTIONS THAT OGE HAS UNDERTAKEN OVER THE LAST FEW YEARS TO ENABLE THE

16 COMPANY TO EXECUTE THOSE INITIATIVES

17

18 WHAT ARE THE MAJOR INITIATIVES YOU WILL BE DISCUSSING

19 THESE INITIATIVES ARE CONTINUED EXPANSION OF RENEWABLE ENERGY INCLUDING THE CONSTRUCTION

20 OF TRANSMISSION FACILITIES NECESSARY TO SUPPORT THIS EXPANSION EXPANSION OF OUR DEMAND

21 SIDE MANAGEMENT PROGRAMS AND THE POSITIVE ENERGY SMARTPOWER INITIATIVE

22 COMMONLYREFERRED TO IN THE INDUSTRY AS SMART GRID TECHNOLOGIES IT IS THE COMPANYS

23 BELIEF THAT IF THESE THREE INITIATIVES ARE SUCCESSFUL OGE CAN DEFER THE CONSTRUCTION OF

24 ANY INCREMENTAL FOSSIL FUEL GENERATION UNTIL 2020 WHICH WE CALL OUR 2020 PLAN THE

25 2020 WOULD REDUCE CUSTOMER COSTS BY DEFERRING THE NEED FOR NEW GENERATION AND WOULD

26 ADDRESS THE RISKS ASSOCIATED WITH UNCERTAIN CO REGULATIONS AND NATIONAL RENEWABLE

27 PORTFOLIO STANDARD RPS



HOW DOES YOUR TESTIMONY RELATE TO THE TESTIMONY OF OTHER COMPANY WITNESSES

SUPPORTING OGES APPLICATION

WILL PROVIDE CONTEXT FOR THIS RATE FILING BY DESCRIBING OGES STRATEGIC PLAN INCLUDING

SIGNIFICANT ENHANCEMENTS TO OGE RESOURCE PORTFOLIO AS WELL AS INVESTMENTS TO REPLACE

AGING INFRASTRUCTURE WILL DISCUSS THE CUSTOMER CONCERNS AND OTHER FACTORS THAT LED TO

THESE ACTIONS THE RESULTING BENEFITS TO CUSTOMERS IN THE SHORT AND LONGER TERM AND THE

COSTS INCURRED TO ACHIEVE THESE BENEFITS SCOTT FORBES ACTING CHIEF FINANCIAL OFFICER

WILL PROVIDE DETAILED CAPITAL AND OMCOST DATA FOR EXPENDITURES SINCE OUR LAST RATE CASE

AND DISCUSS ANTICIPATED FUTURE EXPENDITURES HE ALSO WILL DISCUSS THE IMPACT OF CREDIT

10 MARKET CONDITIONS ON OGEAND THE NEED TO FILE RATE CASE AT THIS TIME MARK LOWRY THE

11 MANAGING PARTNER FOR PACIFIC ECONOMICS GROUP WILL DESCRIBE THAT ORGANIZATIONS

12 INDEPENDENT ASSESSMENT OF OGES COST MANAGEMENTEFFORTS

13 HOWARD MOTLEY OGE VICE PRESIDENT FOR REGULATORY AFFAIRS WILL DESCRIBE HOW

14 REGULATORY RIDERS HAVE PLAYED KEY ROLE IN ALLOWING OGE TO PURSUE AN INVESTMENT

15 STRATEGY THAT HAS BENEFITED CUSTOMERS HE WILL ALSO DISCUSS THE AFFECT ON CUSTOMER RATES

16 FROM THIS APPLICATION THERE ARE SEVERAL WITNESSES SUPPORTING THE COST OF SERVICE REVENUE

17 REQUIREMENTS AND RATE DESIGN AND THEY ARE DONALD ROWLETT REVENUE REQUIREMENTS SHERI

18 BUNN PROFORMA ADJUSTMENTS BRYAN SCOTT RATE DESIGN GREG VEITCH COST OF SERVICE

19 ALLOCATION AND PHILIP BARTHOLOMEW BILLING DETERMINANTS OGE HAS ALSO RETAINED THE

20 SERVICES OF DR DONALD MURRY FROM CH GUERNSEY AND COMPANY TO MAKE

21 RECOMMENDATIONS REGARDING COST OF CAPITAL ISSUES LASTLY KENNETH GRANT OGES
22 MANAGING DIRECTOR FOR MARKETING WILL PROVIDE MORE DETAILS REGARDING THE SMARTPOWER

23 INITIATIVE

24

25 SECTION II RATE RELIEF

26 PLEASE STATE THE RELIEF SOUGHT FROM THE COMMISSION THROUGH THIS APPLICATION

27 OGE IS REQUESTING THAT THE COMMISSION APPROVE 110325328 RATE INCREASE TO BE

28 EFFECTIVE IN SEPTEMBER 2009



WHY IS OGE FILING RATE CASE AT THIS TIME

SINCE OUR LAST RATE PROCEEDING OGE HAS INVESTED APPROXIMATELY 16 BILLION TO

GENERATE TRANSMIT AND DELIVER RELIABLE ELECTRICITY TO OUR CUSTOMERS INCLUDING BUT NOT

LIMITED TO INVESTMENTS TO REPLACE AGING INFRASTRUCTURE TO ACQUIRE THE REDBUD PLANT AND TO

CONSTRUCT THE CENTENNIAL WIND FARM INCLUDED IN THE 16 BILLION IS APPROXIMATELY 700

MILLION OF CAPITAL EXPENDITURES CAPEX THAT HAVE ALREADY BEEN APPROVED BY THE

COMMISSION THE REVENUE REQUIREMENT ASSOCIATED WITH THIS CAPEX IS BEING RECOVERED

THROUGH AUTHORIZED RIDERS HOWEVER APPROXIMATELY 900 MILLION OF THE 16 BILLION IN

NEW CAPEX IS INVESTED IN FACILITIES THAT ARE CURRENTLY PROVIDING BENEFITS TO CUSTOMERS BUT

10 ARE NOT YET REFLECTED IN RATES HOWARD MOTLEY DESCRIBES HOW THE RIDERS HAVE BENEFITED

11 BOTH OGE AND ITS CUSTOMERS SCOTT FORBES DISCUSSES THE IMPACT OF THE UNFUNDED

12 CAPEX ON OGES FINANCIAL CONDITION

13 IN ADDITION OGES ANNUAL OM EXPENSES HAVE INCREASED BY 48 MILLION SINCE THE

14 2004 TEST YEAR THIS INCREASE IS THE EQUIVALENT OF 38 PER YEAR INCREASE IN COSTS DURING

15 PERIOD WHEN THE CONSUMERPRICE INDEX WAS INCREASING BY 33 PER YEAR THE INCREASE

16 IN OUR ANNUAL OMEXPENSES REFLECT THE ORDINARY COSTS OF DOING BUSINESS AND THE COSTS OF

17 KEEPING UP WITH GROWING OKLAHOMA ECONOMY

18

19 WHEN CONSIDERING COSTS SHOULD YOU ONLY FOCUS ON OM
20 NO IT IS EASY TO OVERLOOK THAT THE COST OF PRODUCING KWH OF ELECTRICITY INCLUDES FUEL

21 COSTS WHILE THE COMPANY HAS BEEN WORKING HARD TO CONTROL OMOGEHAS ALSO TAKEN

22 NUMBER OF STEPS TO HOLD DOWN OR DECREASE FUEL COSTS WHICH IS MUCH GREATER

23 CONTRIBUTOR TO THE TOTAL COST OF PRODUCING ELECTRICITY IN FACT FUEL COSTS HAVE NEARLY THREE

24 TIMES GREATER IMPACT ON CUSTOMER COSTS IN SECTION IV OF MY TESTIMONY DISCUSS IN MORE

25 DETAIL INVESTMENTS OGE HAS MADE TO ENHANCE ITS RESOURCE PORTFOLIO AND MAINTAIN

26 DOWNWARDPRESSURE ON FUEL COSTS

27

28 HAS OGETAKEN ANY ACTION TO MANAGE THE NONFUEL OMCOSTS

29 YES OGEHAS CONTINUED TO TAKE ACTIONS TO ENSURE THAT WE MANAGE COSTS TO THE BEST OF OUR

30 ABILITY SCOTT FORBES DESCRIBES OUR MOST RECENT EFFORTS IN GREATER DETAIL IN HIS TESTIMONY



HOW ARE CUSTOMERS IMPACTED IF THE COMPANY IS UNABLE TO RECOVER THE DOLLARS

ALREADY PRUDENTLY SPENT

THE COMPANYS BUSINESS OBLIGATIONS REQUIRE OGE TO MEET OUR CUSTOMERS NEEDS 24

HOURS DAY SEVEN DAYS WEEK THE ELECTRIC SYSTEM REQUIRES CONTINUED INVESTMENT FOR

OGE TO PROVIDE THIS ESSENTIAL SERVICE WITHOUT RECOVERY OF THE DOLLARS ALREADY SPENT AND

RECOGNITION OF THE INCREASE IN OM WE WILL NEED TO REDUCE OUR PLANNED OUTLAYS FOR

OM AND CAPITAL GOING FORWARD WITH THE RESULT THAT THE QUALITY OF SERVICE OUR CUSTOMERS

HAVE COME TO EXPECT WILL INEVITABLY CHANGE FOR THE WORSETHE COMPANY WILL FALL BEHIND

IN ADDRESSING THE AGING INFRASTRUCTURE PROBLEM AND OUR OVERALL OM WILL INCREASE

10 BECAUSE OF MORE FREQUENT BREAKFIX INCIDENTS FINALLY IT WILL BE IMPOSSIBLE TO FUND

11 OGES 2020 PLAN

12 FUNDAMENTAL TO ALL THESE PROBLEMS IS THE IMPACT ON OGES ABILITY TO FUNCTION IN THE

13 FINANCIAL MARKETPLACE AS DISCUSSED IN SCOTT FORBES TESTIMONY OGE WILL NEED TO

14 ACCESS SHORTTERM AND LONGTERM CAPITAL MARKETS OVER THE NEXT FEW YEARS IN ORDER TO MEET

15 CURRENT SERVICE LEVELS AND TO IMPLEMENT THE 2020 PLAN WHILE OGE DOES NOT PLAN TO

16 RAISE SIGNIFICANT CAPITAL IN 2009 GIVEN THE CHALLENGES OF ISSUING DEBT OR RAISING EQUITY

17 WITH THE ONGOING TURMOIL IN CAPITAL MARKETS THE COMPANY WILL HAVE FINANCING

18 REQUIREMENTS AS EARLY AS 2010 AND THE YEARS THAT FOLLOW INCLUDING PRIOR INVESTMENTS AND

19 INCREASED OM EXPENSE IN RATES AT THIS TIME WILL PROVIDE THE FINANCIAL GROUNDING

20 REQUIRED TO ACCESS THESE MARKETS ON REASONABLE TERMS

21

22 HOWELSE WILL CUSTOMERS BENEFIT FROM FUTURE CAPITAL INVESTMENT

23 IT IS IN OUR CUSTOMERS INTEREST TO CONTINUE INVESTING IN TECHNOLOGY TODAY THAT WILL ALLOW

24 THE COMPANY TO MAINTAIN RELIABILITY AT CURRENT LEVELS INVESTING NOWAND IN THE FUTURE TO

25 MAKE THE 2020 PLAN REALITY WILL ALSO PROVIDE CUSTOMERS WITH TECHNOLOGY INFORMATION

26 AND RATE OPTIONS TO BETTER MANAGETHEIR ELECTRICITY USAGE AND BILLS

27

28 WHY ARE INVESTMENTS NECESSARY TO MAINTAIN RELIABILITY AT CURRENT LEVELS

29 OGE LIKE OTHER ELECTRIC UTILITIES MUST MAKE LARGE INVESTMENTS IN INFRASTRUCTURE NOT

30 ONLY TO SUPPORT THE GROWING DEMANDS OF ITS CUSTOMERS BUT TO REPLACE INFRASTRUCTURE WE

31 BUILT DECADES AGO TO SERVE EXISTING CUSTOMERS THE REALITY IS THAT THE ELECTRIC UTILITY



INFRASTRUCTURE NATIONWIDE IS GETTING OLD OGE HAS 50 OR 60YEAROLD EQUIPMENT STILL IN

SERVICE ON THE GENERATION SIDE THE AVERAGE AGE OF OUR POWER PLANTS IS ABOUT 32 YEARS AND

REPLACING THIS CAPACITY CAN BE VERY EXPENSIVE THAT WAS ONE OF THE REASONS FOR OUR

PURCHASE OF THE FIVEYEAROLD REDBUD COMBINED CYCLE PLANT AT PRICE VERY BENEFICIAL TO

OUR CUSTOMERS OUR POLES AND WIRES ARE SIMILARLY AGED WITH STRUCTURES 40 AND 50 YEARS

OLD BUT OUR LARGEST CHALLENGE MAY BE OUR UNDERGROUNDCABLE OF WHICH 65 MILLION LINEAR

FEET IS REACHING THE END OF ITS ECONOMIC LIFE WHETHER AT THE END OF ITS LIFE OR NOT WE ALSO

NEED TO REPLACE ELECTROMECHANICAL EQUIPMENT WITH DIGITAL INFRASTRUCTURE ACROSS OUR SYSTEM

TO IMPLEMENT THE SMART GRID

10

11 WHAT ACTION IS OGE TAKING TO ALLOW CUSTOMERS TO BETTER MANAGE THEIR ELECTRICITY

12 USAGE AND BILLS

13 OGE HAS ALREADY IMPLEMENTED SERIES OF QUICK START ENERGY EFFICIENCY PROGRAMS TO

14 HELP CUSTOMERS MANAGE THEIR ELECTRICITY CONSUMPTION AND BILLS AS SOON AS THE

15 COMMISSIONS ELECTRIC DEMAND PROGRAM RULES BECOME EFFECTIVE THE COMPANY WILL

16 PROPOSE PORTFOLIO OF NEW ENERGY EFFICIENCY PROGRAMS INCLUDING LOW INCOME

17 WEATHERIZATION FIXED INCOME WEATHERIZATION EXISTING RESIDENTIAL HOME THERMAL

18 EFFICIENCY GREEN BUILDING PROGRAM COMMERCIAL LIGHTING PROGRAMGEOTHERMAL HEAT PUMP

19 INCENTIVES AND AN EXPANDED ENERGY EFFICIENCY EDUCATION PROGRAM IN THIS PROCEEDING THE

20 COMPANY IS PROPOSING LOW INCOME ASSISTANCE FUNDING AND THE IMPLEMENTATION OF SMART

21 GRID TECHNOLOGY KNOWN AS OGES SMARTPOWER PROGRAM WHICH IS KEY COMPONENT OF

22 THE COMPANYS 2020 PLAN SMARTPOWER IS INTENDED TO PROVIDE AN ARRAY OF CHOICES AND

23 SERVICES TO CUSTOMERS WHILE LOWERING COSTS AND IMPROVING SERVICE RELIABILITY

24

25 HOWIS THE SLOWING ECONOMY IMPACTING OGE
26 ELECTRIC CONSUMPTION CONTINUES TO GROW IN OUR SERVICE TERRITORY BUT AT FORECASTED RATE OF

27 13 IN THE SHORT TERM COMPARED TO THE 18 TO PER YEAR RATE WE EXPERIENCED OVER THE

28 LAST DECADE THE GROWTH IN TECHNOLOGY ALLOWS US TO DO THINGS FASTER AND FAR BETTER WITH

29 LESS SPACE BUT NOT ALWAYS WITH LESS ELECTRICITY ITEMS SUCH AS MP3 PLAYERS PLASMA TVS

30 CELL PHONES AND COMPUTERS ALL ARE INCREASING USAGE WEARE EXPECTED TO MEET THIS GROWTH

31 AND CONTINUE TO PROVIDE RELIABLE SERVICE EVEN IN THESE DIFFICULT ECONOMIC TIMES

10



YOU MENTION DIFFICULT ECONOMIC TIMES HAS OGE ALREADY TAKEN SOME ACTION TO

RESPOND TO THE CURRENT ECONOMIC ENVIRONMENT

YES OGE HAS RECENTLY TAKEN ACTION TO WORK CLOSELY WITH CUSTOMERS THAT ARE FACING

EXTRAORDINARY FINANCIAL STRESS TO HELP THEM THROUGH THIS PERIOD WE HAVE MODIFIED OUR

CREDIT POLICY IN THE FOLLOWING AREAS

INSTALLMENT PLANS EXTENSION OF THE TIME ALLOWED TO PAY OFF DELINQUENT

BALANCE FROM THREE MONTHS TO SIX MONTHS WITH AN OPTION TO RENEGOTIATE

EXISTING INSTALLMENT PLAN TERMS BEFORE THEIR CURRENT PLAN EXPIRES

CUSTOMER DEPOSITS CASEBYCASE ONETIME WAIVER OF CUSTOMER DEPOSIT

10 REQUIREMENTS TRIGGERED BY LATE PAYMENTS AND

11 AVERAGE MONTHLY BILLING PROGRAM ALLOW CUSTOMERS THAT HAVE BEEN REMOVED

12 FROM THIS PROGRAM DUE TO SLOW PAY HISTORIES TO REENROLL ON CASEBYCASE

13 BASIS

14 THESE MODIFICATIONS ARE BASED ON SOUND BUSINESS APPROACHES AND WILL BENEFIT ALL OUR

15 CUSTOMERS NOT JUST THOSE WHOARE EXPERIENCING SOME FINANCIAL DIFFICULTIES

16

17 SECTION III OGES STRATEGIC PLAN

18 PLEASE SUMMARIZE THE BUSINESS ENVIRONMENT FACED BY OGE AND OTHER ELECTRIC

19 UTILITIES

20 THE ENERGY INDUSTRY IS SUBJECT TO CONSIDERABLE UNCERTAINTY AT THE PRESENT TIME FROM

21 SEVERAL FACTORS INCLUDING MARKET CONDITIONS FUTURE ENERGY AND ENVIRONMENTAL POLICY AND

22 REGULATORY POLICIES THE NEEDS OF OUR CUSTOMERS ALSO CONTINUE TO EVOLVE AS REFLECTED IN

23 THEIR INTEREST IN NEW PRODUCTS AND SERVICES FROM OGE OGE MUST DEAL WITH THESE

24 UNCERTAINTIES AND CUSTOMER EXPECTATIONS EVEN AS COSTEFFECTIVE SUPPLY OPTIONS ARE

25 BECOMING MORELIMITED

26

27 PLEASE ELABORATE ON THE UNCERTAINTY ASSOCIATED WITH FUTURE ENERGY AND REGULATORY

28 POLICY

29 REGULATORY POLICIES CONTINUE TO EVOLVE WITH GREATER EMPHASIS BEING PLACED ON ALTERNATIVE

30 ENERGY RESOURCES AND USING ELECTRICITY AND OTHER ENERGY SOURCES MOREEFFICIENTLY WE ARE

11



SEEING SIGNIFICANT CHANGES IN ENERGY POLICY AND ENVIRONMENTAL REGULATION WITH THE SEATING

OF THE NEW ADMINISTRATION IN WASHINGTON

THE OBAMA ADMINISTRATIONS FIRST PRIORITY WAS THE ENACTMENT OF AN ECONOMIC STIMULUS

PACKAGE WHICH INCLUDED INCREASED GOVERNMENT SPENDING ON INFRASTRUCTURE PROJECTS AS

WAY TO REDUCE THE LENGTH AND DEPTH OF THE CURRENT RECESSION ONE OF THE PRIMARY

INVESTMENT AREAS BEING TARGETED IS ENERGY TECHNOLOGY PARTICULARLY RENEWABLE ENERGY AND

TECHNOLOGIES THAT WILL IMPROVE THE EFFICIENCY OF ENERGY PRODUCTION AND USAGE INCLUDING

SMART GRID TECHNOLOGIES NEW ENERGY TECHNOLOGIES WILL ALSO CONTRIBUTE TO THE

ADMINISTRATIONS GOAL OF REDUCING THE NATIONS CARBON FOOTPRINT SUPPLY OPTIONS FOR

10 ELECTRIC GENERATION WILL OBVIOUSLY BE LIMITED IN THE IMMEDIATE FUTURE THE STIMULUS

11 PACKAGE INVESTMENTS CAN BENEFIT OGE AND OUR CUSTOMERS AND ALSO ADVANCE THE GOAL OF

12 OKLAHOMATO BE LEADER IN RENEWABLE WIND ENERGY DEVELOPMENT

13

14 HOWDOES THE DIRECTION IN WASHINGTON FIT WITH OGES STRATEGIC PLAN

15 IT IS NEAR CERTAINTY THAT SOME FORM OF NATIONAL RENEWABLE PORTFOLIO STANDARDS RPS WILL

16 BE ENACTED OGE HAS BEEN MAKING GREAT STRIDES ON OUR OWN WITH OUR COMMITMENT TO

17 SIGNIFICANTLY EXPAND THE AMOUNT OF WIND ENERGY IN OUR PORTFOLIO AND IN THE TRANSMISSION

18 FACILITIES NECESSARY TO DELIVER WIND ENERGY TO OUR SERVICE AREA IT IS ALSO CLEAR THAT THE NEW

19 ADMINISTRATION WILL EMPHASIZE CONSERVATION AND DEMAND SIDE MANAGEMENTPROGRAMS AS

20 MEANS TO REDUCE ENERGY COSTS AND EMISSIONS

21

22 HOW DO THE MARKET CONDITIONS REGULATORY UNCERTAINTY AND CUSTOMER EXPECTATIONS

23 OGE IS CURRENTLY EXPERIENCING AFFECT THE COMPANYS STRATEGIC PLAN

24 THEY CONFIRM THAT OGE SHOULD STAY THE COURSE THE COMPANY HAS FOCUSED ON ACTIONS

25 THAT REDUCE RISK AND HELP KEEP ELECTRICITY COSTS LOW TO THIS POINT THOSE ACTIONS HAVE

26 PRIMARILY RELATED TO THE ACQUISITION OF GENERATION FACILITIES THE COMPANY HAS TURNED ITS

27 ATTENTION TO INCREASING ITS RENEWABLE PORTFOLIO OGECAN ALSO REDUCE COSTS TO CUSTOMERS

28 BY HELPING THEM REDUCE DEMAND DURING HIGH COST PERIODS THIS IS ACCOMPLISHED EITHER BY

29 SHIFTING DEMAND FROM PEAK PERIODS TO OFFPEAK PERIODS THROUGH BETTER PRICE SIGNALS FOR

30 EXAMPLE OR BY REDUCING DEMAND ACROSS ALL TIME PERIODS INCLUDING THE PEAK PERIOD

31 MORE AGGRESSIVE DSM PROGRAMS AND THE SMARTPOWER PROGRAM WILL CONTRIBUTE TO THIS
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GOAL IN ESSENCE THE CURRENT CONDITIONS SUGGEST OGE SHOULD CONTINUE TO PURSUE

INITIATIVES THAT WILL ADDRESS LONGTERM CUSTOMER NEEDS THESE INCLUDE PROTECTION FROM

VOLATILE MARKET PRICES ENHANCED TRANSMISSION AND DISTRIBUTION SYSTEM RELIABILITY AND THE

ABILITY TO MANAGE ELECTRICITY CONSUMPTION AND COSTS

PLEASE DESCRIBE OGES CURRENT STRATEGIC PLAN

OGE STRATEGIC PLAN HAS FOUR FUNDAMENTAL INITIATIVES

INVEST IN DISTRIBUTION SYSTEM INFRASTRUCTURE THAT WILL HELP OGE PROVIDE

RELIABLE SERVICE AND ADDRESS ITS AGING INFRASTRUCTURE AND MITIGATE THE IMPACT OF

10 FUTURE ICE STORMS HIGH WINDS AND TOMADOS

11 DEVELOP RENEWABLE ELECTRICITY SOURCES INCLUDING THE TRANSMISSION

12 INFRASTRUCTURE NECESSARY TO DELIVER WIND ENERGY TO OUR CUSTOMERS WITH

13 PARTICULAR EMPHASIS ON HEDGING FUEL AND ENVIRONMENTAL RISKS

14 DEFER ANY NEW FOSSILFUELED GENERATION UNTIL 2020 AND

15 TRANSFORM THE WAY OGE SERVES CUSTOMERS AND MAINTAINS SYSTEM RELIABILITY

16 THROUGH DEPLOYMENT OF NEW TECHNOLOGIES

17 OF COURSE MAINTAINING SOUND FINANCIAL CONDITION IS FUNDAMENTAL TO ACHIEVING THE

18 STRATEGY SCOTT FORBES ADDRESSES THIS IMPORTANT CONSIDERATION IN MORE DETAIL OUR

19 OBJECTIVE WITH THESE INITIATIVES IS TO HELP CUSTOMERS THROUGH DIFFICULT ECONOMIC CLIMATE

20 REDUCE PEAK PERIOD ELECTRICITY CONSUMPTION DIVERSIFY THE RESOURCE PORTFOLIO EMPLOY NEW

21 TECHNOLOGIES THAT PROVIDE CUSTOMERS WITH GREATER CONTROL BY INCREASING PRICE TRANSPARENCY

22 AND ALSO CONSTRAIN OMCOSTS AND IMPROVE THE EFFICIENCY OF ELECTRICITY USE THROUGH NEW

23 DSM PROGRAMS HOWEVER NONE OF THESE OBJECTIVES CAN BE FULLY ACHIEVED UNLESS THE

24 COMPANY MAINTAINS SOUND FINANCIAL CONDITION

25

26 DOES OGE HAVE PROPOSAL TO MITIGATING THE IMPACT OF FUTURE ICE STORMS HIGH

27 WINDS AND TORNADOS

28 YES OGE FILED PROPOSAL TO RECOVER SYSTEM HARDENING INVESTMENTS THROUGH RATE

29 RIDER PUD CAUSE NO 200800387 THE GOAL OF THIS PROGRAM IS TO REDUCE THE DAMAGE

30 CAUSED BY FUTURE ICE STORMS BY MAKING INCREMENTAL CAPITAL INVESTMENTS AND EXPENDING

31 INCREMENTAL OM THAN WOULD NORMALLY BE INCLUDED IN CAPITAL AND OM BUDGETS
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OGE EXPECTS TO INVEST APPROXIMATELY 115 MILLION OVER THE NEXT SIX YEARS ON

NARROWLY DEFINED SET OF INVESTMENTS THAT INCLUDE SWAPPING OUT OLD CABLE WITH NEW CABLE

AND REINFORCING NETWORK STRUCTURES OGE ALSO PROPOSES TO IMPLEMENT MORE AGGRESSIVE

TREETRIMMING PROGRAM BY SHORTENING TREETRIMMING CYCLES OGE IS NOT SEEKING

RECOVERY OF THESE INVESTMENTS IN THIS RATE CASE PROCEEDING

PLEASE DESCRIBE OGES EFFORTS TO DEVELOP RENEWABLE ENERGY SOURCES

OGE WILL CONTINUE ITS EXPANSION OF WIND ENERGY WITH THE DEVELOPMENT OF 700 MWOF

NEW WIND ENERGY THE COMMISSION HAS ALREADY AUTHORIZED OGE TO COMMENCE

10 DEVELOPMENT OF THE 115MILE 345KILOVOLT KV TRANSMISSION LINE BETWEEN WOODWARD

11 AND OKLAHOMA CITY THIS TRANSMISSION LINE IS NEEDED TO DELIVER THE WIND ENERGY THAT IS

12 KEY COMPONENT OF THE 2020 PLAN THESE ACTIONS WILL INCREASE THE CONTRIBUTION OF WIND

13 ENERGY ON OGES SYSTEM TO 870 MWBY 2012 THE TRANSMISSION LINE WILL ALSO SERVE

14 OTHER CUSTOMERS ACROSS THE REGION AND IS FIRST STEP IN OGES PLANS TO ENCOURAGE THE

15 DEVELOPMENT OF LARGE QUANTITIES OF WIND ENERGY IN WESTERN OKLAHOMA

16

17 RENEWABLE DEVELOPMENT ASIDE WHAT RECENT STEPS HAS OGE TAKEN TO DEFER ANY NEW

18 FOSSIL FUEL GENERATION UNTIL 2020

19 IN OCTOBER 2008 OGE COMPLETED THE ACQUISITION OF THE REDBUD POWER PLANT AMONG

20 ITS MANY BENEFITS THE OPERATIONAL FLEXIBILITY OF THE REDBUD PLANT ALLOWS THE COMPANY TO

21 SUPPORT MORE RENEWABLE ENERGY AS PART OF ITS GENERATION PORTFOLIO IN 2008 OGE ALSO

22 ANNOUNCED THE CONSTRUCTION OF OU SPIRIT WIND FARM 101 MWWIND GENERATION FACILITY

23 LOCATED NEAR WOODWARDOKLAHOMA ON DECEMBER 2008 OGE ISSUED AN RFP FOR UP

24 TO 300 MWOF WIND ENERGY LASTLY 0GB ENERGY CORP OUR PARENT COMPANY FORMED

25 JOINT VENTURE WITH AMERICAN ELECTRIC POWER COMPANY AEP AND MIDAMERICAN

26 ENERGY HOLDINGS INC TO DEVELOP 765 KV TRANSMISSION LINES FROM THE KANSASOKLAHOMA

27 BORDER TO WOODWARDOKLAHOMA AND FROM WOODWARDTO GUYMON OKLAHOMA
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IS OGE CONSIDERING OTHER GENERATION RELATED OPTIONS WHICH WILL ALLOW THE

COMPANY TO DEFER NEWFOSSIL FUEL GENERATION UNTIL 2020

YES OGE WILL CONSIDER THE TERMINATION OR MODIFICATION OF ITS EXISTING WHOLESALE

CONTRACTS ASSUMING GROWTH IN CAPACITY AND ENERGY REQUIREMENTS OCCUR AS EXPECTED AND

THE OTHER PROGRAMS HAVE DISCUSSED PERFORM AS EXPECTED THE DEFERRAL OF NEW FOSSIL FUEL

GENERATION UNTIL 2020 WOULD DEPEND ON TERMINATION OF OGES WHOLESALE CONTRACTS IN

RESPONSE TO THE REQUIREMENTS OF PART OF THE JOINT STIPULATION AND SETTLEMENT AGREEMENT

WHICH WAS ADOPTED BY THE 0CC IN PUD 200800086 OGE INCLUDED NEW SECTION IN THE

RP UPDATE DESCRIBING CUSTOMER IMPACTS ASSOCIATED WITH EXISTING WHOLESALE CONTRACTS

10 THE UPDATED IRP INDICATES RETAIL CUSTOMERS BENEFIT FROM THE EXISTING WHOLESALE LOAD AND

11 WOULD PAY HIGHER RATES IF WHOLESALE CUSTOMER CONTRACTS ARE TERMINATED PRIOR TO 2017 AND

12 THE ASSOCIATED REVENUE REQUIREMENTS ARE REALLOCATED BACK TO RETAIL CUSTOMERS IT IS

13 OGES PLAN TO CONTINUE EVALUATING THE ADVISABILITY OF CONTINUING TO SERVE WHOLESALE

14 LOAD AS NEW INFORMATION BECOMES AVAILABLE

15

16 HOW DOES OGE PLAN TO BETTER SERVE CUSTOMERS AND IMPROVE RELIABILITY BY THE

17 EMPLOYMENT OF NEWTECHNOLOGIES

18 AS DISCUSSED IN THE TESTIMONY OF KENNETH GRANT OGE IS PROPOSING TO PROVIDE

19 CUSTOMERS OPTIONS AND IMPROVE RELIABILITY USING SMARTPOWER TECHNOLOGIES THE

20 SMARTPOWER INITIATIVE REPRESENTS LONGERTERM VISION OF TECHNOLOGYENABLED CHANGES IN

21 THE WAY CUSTOMERS PURCHASE ELECTRICITY AND THE WAY THE COMPANY OPERATES ITS SYSTEM

22 FROM THE CUSTOMER PERSPECTIVE IT INVOLVES TECHNOLOGY THAT PROVIDES CUSTOMERS WITH REAL

23 TIME INFORMATION REGARDING THE AMOUNT OF ELECTRICITY THEY CONSUME AND THE COST OF DOING

24 SO ALONG WITH AN ENHANCED ABILITY TO CONTROL THEIR CONSUMPTION IT PROVIDES PLATFORM FOR

25 MORE EFFECTIVE DSM AND OTHER HOME SOLUTIONS

26 FROM THE OGE DISTRIBUTION SYSTEM PERSPECTIVE SMARTPOWER PROVIDES AUTOMATED

27 SWITCHING FOR FASTER OUTAGE RECOGNITION AND RESTORATION AUTOMATED METER READING AND

28 REMOTE SERVICE ACTIVATION AND DEACTIVATION WHICH SHOULD RESULT IN SIGNIFICANT OPERATIONAL

29 SAVINGS
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WHAT ARE THE NEXT STEPS FOR OGES SMARTPOWER INITIATIVE

OGE IS PROPOSING TO IMPLEMENT THE FIRST PHASE OF THE SMARTPOWER INITIATIVE BY

INSTALLING 42000 METERS IN THE NORMAN AREA WE ARE ASKING THE COMMISSION TO APPROVE

FUNDING FOR THAT PHASE IN THIS PROCEEDING THE COMPANY IS ALSO REVIEWING THE AVAILABILITY

OF FEDERAL FUNDING CONTAINED IN THE RECENTLY PASSED STIMULUS LEGISLATION MR GRANT WILL

DESCRIBE BOTH EFFORTS IN MORE DETAIL IN ADDITION THE DIRECT TESTIMONY OF BRYAN SCOTT WILL

DESCRIBE NEW TARIFFS OGE IS PROPOSING THAT WILL PROVIDE CUSTOMERS THE ABILITY TO USE

SMARTPOWER TECHNOLOGY TO RESPOND TO PRICE SIGNALS

10 IS THE COMPANY ALSO PLANNING TO PROVIDE MORE IMMEDIATE COST SAVING OPPORTUNITIES

11 TO ITS CUSTOMERS

12 YES OGE IS PROPOSING TO DEVELOP SEVERAL NEW AND EXPANDED PROGRAMS TO BE ROLLED OUT

13 IN 2009 THE PROGRAMS ARE INTENDED FOR ALL CATEGORIES OF RESIDENTIAL CUSTOMERS INCLUDING

14 THOSE RESIDENTIAL CUSTOMERS WITH LOW AND FIXED INCOME AND SMALL AND LARGE COMMERCIAL

15 CUSTOMERS THESE PROGRAMS FOCUS ON WEATHERIZING HOMES OF OGES LOW AND FIXED

16 INCOME CUSTOMERS IMPROVING THE THERMAL EFFICIENCY OF EXISTING RESIDENTIAL CUSTOMER

17 HOMES OFFERING INCENTIVES TO HOME BUILDERS TO ADHERE TO GREEN BUILDING STANDARDS

18 OFFERING INCENTIVES FOR THE USE OF GEOTHERMAL HEAT PUMP TECHNOLOGY IN RESIDENTIAL AND

19 COMMERCIAL APPLICATIONS OFFERING REBATES FOR COMMERCIAL LIGHTING UPGRADES AND EXPANDED

20 EDUCATION INITIATIVES OGE WILL SOON FILE SEPARATE APPLICATION WITH THIS COMMISSION

21 ASKING TO MODIFY ITS EXISTING DR TARIFFS TO MAKE THEM AVAILABLE TO WIDER GROUP OF

22 CUSTOMERS

23

24 PLEASE SUMMARIZE THE BENEFITS OF OGES STRATEGIC PLAN

25 HAVE BEEN DESCRIBING OGES PLAN TO ADDRESS KEY CHALLENGES FACING OUR CUSTOMERS

26 OKLAHOMA AND OUR NATION THE SOLUTIONS ARE COMPLEX DIFFICULT AND EXPENSIVE AND JUST

27 AS THE CHALLENGES HAVE MANY MOVING PARTS OUR SOLUTIONS MUST BE MULTIFACETED AS WELL

28 BELIEVE WE HAVE GREAT OPPORTUNITY IN RESPONDING TO THESE CHALLENGES TO DEFINE NEW

29 UTILITYCUSTOMER RELATIONSHIP THROUGH SMARTPOWER THIS IS AN OPPORTUNITY TO CREATE

30 BUSINESS RELATIONSHIP THAT ENABLES OGE BY OFFERING COMPREHENSIVE ARRAY OF ENERGY

31 MANAGEMENT PRODUCTS AND SERVICES TO OPTIMIZE ITS UTILITY SYSTEM IN COLLABORATION WITH
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OUR CUSTOMERS AN APPROACH THAT RECOGNIZES NOT ONLY THE VALUE OF HARD ASSETS SUCH AS

POWER PLANTS POLES AND TRANSMISSION BUT THE VALUE CREATED BY EMPOWERING CUSTOMERS

THROUGH INFORMATION EDUCATION AND FUNCTIONALITY

THE DIVERSE SET OF INITIATIVES PROPOSED BY OGE ADDRESSES THE NEEDS OF OUR CUSTOMERS

OVER THE NEXT DECADE OR LONGER IT COMMITS OGE TO EXPAND DSM PROGRAMS TO CONTINUE

TO REPLACE AGING INFRASTRUCTURE TO DEVELOP 700 MWOF WIND ENERGY AND TO PLAN NOWFOR

THE BIG WIN POTENTIAL OF SMART GRID TECHNOLOGIES IT IS RESPONSIVE TO THE CURRENT AND LIKELY

FUTURE DIRECTION OF ENERGY AND REGULATORY POLICY AND IT WILL MITIGATE THE RISKS FACED BY

OGEAND ITS CUSTOMERS ATTRIBUTABLE TO VOLATILE ENERGY PRICES AND FUTURE ENVIRONMENTAL

10 REGULATION

11

12 SECTION IV INVESTMENTS SINCE OGES PRIOR RATE CASE

13 IN SECTION II OF YOUR TESTIMONY YOU REFERENCED OGES INVESTMENTS TO ENHANCE ITS

14 RESOURCE PORTFOLIO AND MAINTAIN DOWNWARD PRESSURE ON FUEL COSTS WHAT FACTORS

15 INFLUENCED THE COMPANYS DECISIONS TO INVEST IN THESE AREAS

16 OGES STRATEGIC PLAN DID NOT BEGIN IN 2008 FOR THE LAST SEVERAL YEARS OUR INVESTMENTS

17 HAVE BEEN DRIVEN BY THE EVOLVING NEEDS OF OUR CUSTOMERS CHANGES IN THE OUTLOOK OF KEY

18 MARKETS NEED TO REINVEST IN AN AGING INFRASTRUCTURE AND OPPORTUNITIES TO TAKE ADVANTAGE

19 OF EXCESS GENERATION CAPACITY IN THE REGION WECONSIDER WHAT OUR CUSTOMERS WANT FROM

20 THEIR ELECTRIC UTILITY AS WELL AS WHAT WE ASSESS THEY WILL BE LOOKING FOR IN THE FUTURE WE

21 ARE IN POSITION TO PURSUE TODAYS INITIATIVES AND PARTICULARLY TO MEET THE NEW REGULATORY

22 CHALLENGES HAVE DESCRIBED BECAUSE OF OUR PAST EFFORTS

23

24 HOWHAVE MARKET FACTORS INFLUENCED OGES INVESTMENT DECISIONS

25 THERE ARE SEVERAL MARKET DEVELOPMENTS OVER THE PAST FEW YEARS THAT HAVE LED US TO

26 DIVERSIFY OUR RESOURCE PORTFOLIO IN AN EFFORT TO PROTECT OUR CUSTOMERS FROM RISK AND

27 MAINTAIN DOWNWARDPRESSURE ON FUEL COSTS THESE RISK FACTORS INCLUDE

28 EXTENDED PERIODS OF HIGH AND VOLATILE NATURAL GAS PRICES

29 DELIVERED COAL PRICES THAT ARE INCREASING

30 CONSIDERABLE UNCERTAINTY OVER CO REGULATION

31 SPP INTEREST IN SIGNIFICANTLY EXPANDING TRANSMISSION CAPACITY WITHIN THE
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REGION AND TO INTERCONNECT WITH NEIGHBORING REGIONS AND

CONTINUED ADVANCES IN WIND GENERATION TECHNOLOGIES AND VALIDATION OF THE

POTENTIAL CONTRIBUTION OF OKLAHOMASOURCED WIND GENERATION TO REGIONAL

POWER NEEDS

HOWHAVE CUSTOMER NEEDS EVOLVED OVER THIS PERIOD

CUSTOMERS HAVE BEEN RESPONDING TO MANY OF THESE SAME MARKET FORCES FOR EXAMPLE

THEY HAVE SHOWNAN INCREASING INTEREST IN PRICE STABILITY IN ORDER TO AVOID THE IMPACT OF

HIGH NATURAL GAS PRICES ON THEIR ELECTRICITY BILL THIS IS EVIDENCED BY THE FACT THAT OVER

10 130000 OF OUR CUSTOMERS HAVE SIGNED UP FOR THREE RATE OPTIONS THAT ARE DESIGNED TO

11 PROVIDE PRICE STABILITY THE GUARANTEED FLAT BILL AVERAGE MONTHLY BILLING AND WIND ENERGY

12 IN ADDITION WHILE THE COST OF ELECTRICITY MAY BE OF PARAMOUNT CONCERN THEY ARE

13 INCREASINGLY AWARE OF THE IMPACT OF ELECTRIC GENERATION ON THE ENVIRONMENT FINALLY THE

14 DECEMBER 2007 ICE STORM WAS PAINFUL REMINDER OF THE HOW VITALLY IMPORTANT THE

15 RELIABILITY OF THE ELECTRIC NETWORK IS TO OUR CUSTOMERS LEADING TO HEIGHTENED INTEREST IN

16 HOW OGEAND OTHER UTILITIES CAN MORE QUICKLY RESTORE POWER IN MAJOR OUTAGES

17

18 WHAT ACTIONS HAS OGE TAKEN IN RESPONSE TO THESE CUSTOMER AND MARKET DRIVERS

19 OGE HAS BEEN FOCUSED ON ENHANCING ITS RESOURCE PORTFOLIO TO INCREASE FUEL DIVERSITY

20 PROTECT FROM THE RISKS ASSOCIATED WITH FUEL PRICE VOLATILITY PREPARE FOR THE LIKELY

21 IMPLEMENTATION OF NEW CO REGULATORY SCHEME AND TAKE ADVANTAGE OF OVERSUPPLY IN

22 REGIONAL GENERATION MARKETS WE HAVE ACQUIRED POWER PLANTS AT DISCOUNTED PRICES BUILT

23 WIND GENERATION AND ENTERED INTO OR EXTENDED PURCHASE POWER ARRANGEMENTS THE FACT

24 THAT THE ACQUIRED POWER PLANTS WERE OPERATING ALLOWED OGE AND ITS CUSTOMERS TO

25 ELIMINATE CONSTRUCTION COST RISKS FROM ESCALATING STEEL AND OTHER INPUT COSTS

26 WE HAVE CONTINUED AN AGGRESSIVE BUT REASONABLE REPLACEMENT OF OUR AGING

27 INFRASTRUCTURE FOR EXAMPLE WE REPLACE ANALOG AND DIGITAL CONTROL SYSTEMS AS RELIABILITY

28 DEGRADES AND REPLACEMENT PARTS ARE NO LONGER AVAILABLE HEAT EXCHANGERS ARE REPLACED IF

29 REPAIRS ARE EXTENSIVE AND BEYOND THAT RECOMMENDED BY INDUSTRY STANDARDS OTHER

30 EQUIPMENT INCLUDING BOILERS AND GENERATORS ARE ALSO REPLACED IF PERFORMANCE DEGRADES

31 BEYOND AN ACCEPTABLE LEVEL WHILE IT IS DIFFICULT TO QUANTIFY THESE BENEFITS THESE
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REPLACEMENTS REDUCE EQUIPMENT FAILURES WHICH RESULT IN LOWER REPAIR AND MAINTENANCE

COSTS AND MORE EFFICIENT NETWORK MORE IMPORTANTLY NEW INFRASTRUCTURE WILL PERFORM

MARKEDLY BETTER OVER THE LONG RUN THAN PATCHWORK MAINTENANCE OF FACILITIES AND

EQUIPMENT TO KEEP AGING INFRASTRUCTURE IN SERVICE THIS IS PARTICULARLY TRUE FOR UTILITIES

THAT EXPERIENCE GROWTH AS HAS BEEN THE CASE FOR OGE AS HIGHER LOADING PLACES

ADDITIONAL STRESS ON OLD EQUIPMENT

PLEASE ENUMERATE THE MAJOR ACTIONS OGE HAS TAKEN TO RESTRUCTURE ITS GENERATION

PORTFOLIO

10 OGE HAS ACTED TO REDUCE BOTH THE COST AND RISKS ASSOCIATED WITH SUPPLYING ENERGY TO

11 OUR CUSTOMERS THESE MAJOR ACTIONS INCLUDE

12 PURCHASE OF 50 MWOF WIND ENERGY FROM FLORIDA POWER LIGHT CO

13 FPL THE LEADING DEVELOPER OF WIND ENERGY IN THE UNITED STATES 2004

14 RENEGOTIATION OF THE POWERSMITH COGENERATION CONTRACT 2004

15 EXTENSION OF PURCHASES FROM THE ABS SHADY POINT COGENERATION CONTRACT

16 2004

17 ACQUISITION OF 77 INTEREST 400 MWIN THE MCCLAIN GENERATING

18 STATION AT SUBSTANTIAL DISCOUNT 2004

19 PPA PURCHASES FROM WESTAR ENERGY FROM THE REDBUD PLANT AT COMPETITIVE

20 PRICES 2006 2007 AND 2008

21 DEVELOPMENT OF THE 120 MWCENTENNIAL WIND ENERGY PROJECT 2007

22 TERMINATION OF THE 110 MWMCPC COGENERATION PPA 2008 AND

23 ACQUISITION OF THE REDBUD PLANT AT SUBSTANTIAL DISCOUNT 2008

24

25 ARE THERE OTHER RECENT OGE PROGRAMSTHAT HELP CUSTOMERS REDUCE THEIR ELECTRICITY

26 BILLS

27 YES IN AN EFFORT TO ENCOURAGE MORE EFFICIENT USE OF ELECTRICITY BY OUR CUSTOMERS OGE

28 ESTABLISHED SEVEN QUICK START PROGRAMS THIS PAST YEAR ALTHOUGH OGE HAS OFFERED

29 ENERGY EFFICIENCY AND DEMAND RESPONSE PROGRAMS FOR MANY YEARS THIS SET OF PROGRAMS

30 PROVIDES ADDITIONAL OPTIONS FOR CUSTOMERS IN ADVANCE OF MORE COMPREHENSIVE SET OF

31 PERMANENT PROGRAMS THAT ARE UNDER DEVELOPMENT THE QUICK START PROGRAMS INCLUDE
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LIGHTING WEATHERIZATION FOR LOWINCOME CUSTOMERS MOTOR REPLACEMENT AND EFFORTS TO

EDUCATE CUSTOMERS AND THEIR CHILDREN ABOUT ENERGY SAVINGS OPPORTUNITIES OGE HAS

BEEN EDUCATING CHILDREN FOR DECADES WITH ITS SAFETY PROGRAMS

SECTION REQUESTED REGULATORY APPROVALS

WHAT REGULATORY APPROVALS IS OGESEEKING IN THIS CASE

THE REGULATORY APPROVALS FALL IN THE FOLLOWING AREAS REVENUE REQUIREMENTS

PROGRAM APPROVAL AND TARIFF MODIFICATIONS IN ADDITION ALTHOUGH OGE IS NOT

REQUESTING AFFIRMATION OF ITS STRATEGIC PLAN WE WELCOME ANY FEEDBACK THAT THE

10 COMMISSION MAY HAVE IN THIS AREA

11

12 PLEASE IDENTIFY THE REVENUE REQUIREMENT

13 OGE IS SEEKING APPROVAL TO SET RATES DESIGNED TO RECOVER AN INCREASE IN ITS COST OF

14 SERVICE OF 110325328 AS DESCRIBED BY HOWARD MOTLEY OGE IS ALSO REQUESTING TO

15 TERMINATE CERTAIN RATE RIDERS ROLLING THE INVESTMENTS AND ASSOCIATED REVENUE RECOVERY INTO

16 BASE RATES AND MODIFY OR EXTEND OTHERS

17

18 WHAT OTHER APPROVALS IS OGEREQUESTING

19 OGE IS SEEKING APPROVAL OF THE NORMAN PHASE OF OUR SMARTPOWER ROLL OUT OGE IS

20 REQUESTING APPROVAL TO RECOVER THE COSTS OF THE NORMAN PHASE THROUGH RATE RIDER MR

21 MOTLEY WILL DISCUSS OGE IS ALSO REQUESTING CERTAIN TARIFF CHANGES AS DISCUSSED IN THE

22 TESTIMONY OF BRYAN SCOTT

23

24 DOES THIS CONCLUDE YOUR DIRECT TESTIMONY

25 YES
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