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BRYAN SCOTT

DIRECT TESTIMONY

QUALIFICATIONS EXPERIENCE AND PURPOSE

WOULDYOU PLEASE STATE YOUR NAME BUSINESS ADDRESS AND JOB RESPONSIBILITIES

MY NAME IS BRYAN SCOTT MY BUSINESS ADDRESS IS 321 NORTH HARVEY OKLAHOMA CITY

OKLAHOMA 73102 IN MARCH 2008 JOINED OGE AS PRICING STRATEGIST WITH THE RATES

AND COSTING TEAM AM RESPONSIBLE FOR RATE DESIGN AND PRICING STRATEGY

ON WHOSEBEHALF ARE YOU SUBMITTING THIS DIRECT TESTIMONY

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

OGE OR THE COMPANY

10

11 WOULDYOU PLEASE SUMMARIZE YOUR EDUCATION AND PROFESSIONAL BACKGROUND

12 GRADUATED FROM THE UNIVERSITY OF TULSA WITH BACHELOR OF SCIENCE DEGREE IN

13 ECONOMICS BEGAN WORKING AT PUBLIC SERVICE COMPANY OF OKLAHOMA 50 IN 1979

14 WHERE HELD VARIOUS POSITIONS IN ITS RATES DEPARTMENT IN 1994 JOINED THE CENTRAL AND

15 SOUTH WEST SWRATES DEPARTMENT AS MANAGER OF PRICING AND COSTING CSWWAS THE

16 HOLDING COMPANY OVER PSO IN 1995 BECAME RESPONSIBLE FOR NEWPRICING PROGRAMS AS

17 SENIOR PROJECT MANAGER FOR PRICING DEVELOPMENT FOR CSW IN 2000 BECAME THE

18 MANAGER OF TEXAS RETAIL PRICING FOR AEP IN PREPARATION FOR THE DEREGULATED MARKET IN

19 TEXAS AEP ASSUMED CONTROL OF CSW IN 2000 IN 2002 LEFT AEP TO BECOME

20 CONSULTANT WITH BB CONSULTING INTERNATIONAL AND THEN UTILIPOINT INTERNATIONAL JOINED

21 OGE IN MARCH 2008 AS PRICING STRATEGIST HAVE BEEN INVOLVED WITH PRICING COSTING

22 RATE ADMINISTRATION AND REGULATORY ISSUES FOR OVER 29 YEARS



HAVC YOU PREVIOUSLY FILED TESTIMONY BEFORE THE ARKANSAS PUBLIC SERVICE COMMISSION

THE COMMISSION OR APSC

YES HAVE PREVIOUSLY FILED TESTIMONY ON BEHALF OF SOUTHWESTERN ELECTRIC POWER

COMPANY SWEPCO IN DOCKET 95358TF DOCKET 97202TF DOCKET WITHDRAWN AND

IN DOCKET 99205TF HAVE SUBMITTED TESTIMONY AND TESTIFIED IN VARIOUS HEARINGS AND

PROCEEDINGS BEFORE THE OKLAHOMACORPORATION COMMISSION THE LOUISIANA PUBLIC SERVICE

COMMISSION AND THE PUBLIC UTILITY COMMISSION OF TEXAS HAVE ALSO SUBMITTED

TESTIMONY TO THE FEDERAL ENERGY REGULATORY COMMISSION

10 PURPOSE OF TESTIMONY

11 WHAT IS THE PURPOSE OF YOUR TESTIMONY

12 THE PURPOSE OF MY TESTIMONY IS TO SPONSOR PRO FORMA REVENUE ADJUSTMENTS SCHEDULE

13 13 SPONSOR THE PROPOSED TARIFFS AND PROOF OF REVENUE SCHEDULE INTRODUCE NEW

14 TARIFFS FOR CUSTOMERS AND PROPOSE CHANGES TO THE EXISTING RETAIL RATES THE NEW TARIFFS

15 PROVIDE RESIDENTIAL AND SMALLER COMMERCIAL CUSTOMERS THE OPPORTUNITY TO RESPOND TO TIME

16 DIFFERENTIATED PRICES AND PROVIDE LARGER COMMERCIAL AND INDUSTRIAL CUSTOMERS THE

17 OPPORTUNITY TO RESPOND TO HOURLY PRICING THERE IS ALSO PROPOSED TARIFF TO ALLOW

18 CUSTOMERS TO PURCHASE RENEWABLE ENERGY CREDITS THE PROPOSED CHANGES TO THE EXISTING

19 RETAIL RATES ARE BASED UPON THE EQUALIZED RATES OF RETURN ROR REVENUE REQUIREMENTS FOR

20 EACH CLASS FROM OGE COST OF SERVICE STUDY FILED CONCURRENTLY IN THIS PROCEEDING

21 ALSO SPONSOR MINOR CHANGES TO TERMS AND CONDITIONS OF SERVICE TC



PRO FORMA ADJUSTMENTS

ARE YOU SPONSORING THE PRO FORMA ADJUSTMENTS SHOWN ON SECTION SCHEDULE E13

YES SPONSOR THE FOLLOWING LIST OFPRO FORMA REVENUE ADJUSTMENTS

ADJUSTMENT UNBILLED REVENUE AND FUEL LAG

ADJUSTMENT JANUARY RATE CHANGE AND AFL PHASEIN

ADJUSTMENT CUSTOMER MIGRATION

ADJUSTMENT ENERGY EFFICIENCY COST RECOVERY EECR REMOVAL

ADJUSTMENT ENERGY COST RECOVERY ECR REMOVAL

ADJUSTMENT WEATHER NORMALIZATION AND

10 ADJUSTMENT YEAR END CUSTOMER

11

12 PLEASE DESCRIBE EACH OF THESE ADJUSTMENTS AND THEIR PURPOSE

13 THESE ADJUSTMENTS ARE NECESSARY TO ACCURATELY COMPUTE COSTS FOR CUSTOMER GROUPS AND

14 THEREBY PRODUCE FAIR AND REASONABLE RATES THE PURPOSE OF THESE ADJUSTMENTS IS TO

15 NORMALIZE THE TESTYEAR FINANCIAL DATA IN ORDER TO PROVIDE STABLE BASIS FOR RATE DESIGN

16 REMOVING ANY NONRECURRING OR ATYPICAL EVENTS PROVIDES FOUNDATION FOR ESTABLISHING

17 COSTBASED RATES IN ADDITION THE CONVENTION IN ARKANSAS IS TO DESIGN RATES EXCLUSIVE OF

18 FUEL COSTS AND OTHER RIDERS

19 ADJUSTMENT IS COMPRISED OF TWO AMOUNTS THE FIRST IS UNBILLED REVENUE OF 600000

20 AND THE SECOND IS THE OVER OR UNDERRECOVERY OF FUEL EXPENSE OF 6501934 THE SOURCE OF

21 THESE TWO NUMBERS IS THE MONTHLY OGE ACCOUNTING DATA

22 ADJUSTMENT THE JANUARY RATE CHANGE AND ATHLETIC FIELD LIGHTING AFL RATE CHANGE

23 PHASEIN INCREASES REVENUES FOR THE MONTH OF JANUARY 2007 TO REFLECT CURRENT RATES



OGE WAS GRANTED RATE CHANGE THAT WAS EFFECTIVE WITH THE REVENUE MONTHOF FEBRUARY

2007 THE JANUARY RATE CHANGE ADJUSTMENT REFLECTS THE PRICE CHANGE GRANTED AND APPLIES

IT TO THE MONTH OF JANUARY OGE WAS GRANTED AN INCREASE GREATER THAN 10 FOR THE AFL

CUSTOMERS AND THE INCREASE WAS PHASEDIN OVER YEARS THE AFL RATE CHANGE PHASEIN

ADJUSTS THE REVENUES TO THE SECOND YEAR LEVEL OR THE FULL INCREASE LEVEL FOR THOSE

CUSTOMERS FOR THE TEST YEAR THESE RESULTED IN REVENUE INCREASE OF 348182 TO THE

ARKANSAS JURISDICTION

ADJUSTMENT CUSTOMER MIGRATION ADJUSTS REVENUES FOR CERTAIN ARKANSAS RETAIL

CUSTOMERS TO REFLECT THE RATE CURRENTLY APPLICABLE TO THEM THE ADJUSTMENT REFLECTS SOME

10 CUSTOMERS MOVING FROM THE GENERAL SERVICE GS RATE TO THE POWERAND LIGHT PL RATE

11 FROM THE PL RATE TO THE MUNICIPAL PUMPING PM RATE AND FROM THE AFL RATE TO THE PL

12 RATE THESE CUSTOMERS WERE REBILLED AT THEIR YEAREND RATE FOR THE TEST YEAR AND THE

13 DIFFERENCE IN REVENUES CONSTITUTES THE ADJUSTMENT FOR THE TEST YEAR THIS RESULTED IN

14 REVENUE INCREASE OF 61305 AND AN INCREASE OF 3861 MWHTO THE ARKANSAS JURISDICTION

15 ADJUSTMENT REMOVES THE EECR REVENUE COLLECTED FROM THE ARKANSAS RETAIL CUSTOMERS

16 DURING THE TEST YEAR THE EECR RECOVERS THE COST OF CERTAIN DSM EXPENDITURES FOR THE

17 TEST YEAR THIS RESULTED IN REVENUE DECREASE OF 865 19 TO THE ARKANSAS JURISDICTION

18 ADJUSTMENT IS FOR ECR REMOVAL THE ECR RECOVERS THE COST OF FUEL AND CERTAIN

19 ENERGY RELATED EXPENSES BASE RATE DESIGN CHANGES ARE MADE EXCLUSIVE OF THE ECR FUEL

20 REVENUES THIS ADJUSTMENT DECREASES THE ARKANSAS TEST YEAR REVENUES BY 90860205 IT

21 SHOULD BE NOTED THAT WHEN RATE DESIGN CHANGES ARE COMPLETED ECR AND EECR REVENUES

22 ARE AGAIN INCLUDED FOR PROOFOF REVENUES AND TO DETERMINE CUSTOMER IMPACTS



ADJUSTMENT ADJUSTS TEST YEAR REVENUES TO REFLECT 30YEAR NORMAL WEATHERENDING IN THE

TEST YEAR WEATHER ADJUSTMENTS ARE NECESSARY SINCE THE EFFECTS OF WEATHER ON ELECTRICITY

USAGE CAN CAUSE SIGNIFICANT ANNUAL REVENUE SWINGS AND CAUSE TEST YEAR REVENUES TO DIFFER

FROM THE EXPECTED REVENUE OUTCOME FOR AN AVERAGE YEAR THIS ADJUSTMENT DECREASES

ARKANSAS JURISDICTION REVENUE BY 308320 AND DECREASES MWH BY 10151 IN THE

PREVIOUS DOCKET STAFF SUGGESTED THAT OGE MODIFY ITS WEATHER NORMALIZATION PROCESS

STAFF SUGGESTED THAT OGE CHANGE FROM DECADE ENDING 30 YEAR WEATHER TO TEST YEAR

ENDING 30 YEAR WEATHER FOR PURPOSES OF CALCULATING WEATHER NORMALIZATION OGE HAS

MADE THE SUGGESTED CHANGE AND THIS ADJUSTMENT REFLECTS THE CHANGE

10 ADJUSTMENT IS OGES YEAR END CUSTOMER ADJUSTMENT THIS ADJUSTMENT REFLECTS THE

11 END OF TEST YEAR CUSTOMER COUNT AND INCLUDES REVENUES AND BILLING UNITS ASSOCIATED WITH

12 THESE CUSTOMERS THE AVERAGE NUMBER OF ARKANSAS CUSTOMERS DURING THE TEST YEAR WAS

13 71848 WHICH INCLUDES OUTDOOR SECURITY LIGHTING FIXTURE COUNT OF 8233 FOR THE

14 ARKANSAS JURISDICTION THIS ADJUSTMENT REFLECTS THE YEAR END CUSTOMER COUNT OF 72124

15 INCREASES REVENUES BY 229946 AND INCREASES MWHBY 7342

16

17 SECTION AND TARIFFS

18 ARE YOU SPONSORING SECTION AND THE PROPOSED TARIFFS

19 YES AM SPONSOR THE FOLLOWING LIST OF SCHEDULES AND THE PROPOSED TARIFFS

20 SCHEDULE HI SUMMARY OF CURRENT AND PROPOSED REVENUES BY RATE CLASS

21 SCHEDULE H2 ANALYSIS OF REVENUE BY DETAILED RATE SCHEDULE

22 SCHEDULE H3 TYPICAL BILL ANALYSIS

23 SCHEDULE H4A BILL FREQUENCY ONLY ELECTRONIC COPY PROVIDED

24 SCHEDULE HS CALCULATION OF RATES BY RATE SCHEDULE



TARIFFS REDLINECHANGESANDPROPOSEDTARIFFS AND

CHANGES TO TERMS AND CONDITIONS OF SERVICE

PLEASE DESCRIBE THESE SCHEDULES AND THEIR PURPOSE

THESE SCHEDULES DOCUMENT THAT THE PROPOSED PRICE CHANGES PRODUCE THE REVENUE

REQUIREMENT AND COLLECT THE REVENUE DEFICIENCY FOR EACH RATE CLASS THE SCHEDULES ALSO

PROVIDE SOME INFORMATION DOCUMENTING THE IMPACT OF THE CHANGES IN RATES TO CUSTOMERS

FINALLY THE REDLINE TARIFFS SHOWTHE CHANGES TO THE CURRENT TARIFFS AND DOCUMENT THE

PROPOSED PRICING AND TARIFF TERMS THE PROPOSED TARIFFS REFLECT THE FINAL RATES THE

10 PROPOSED CHANGES TO TERMS AND CONDITIONS OF SERVICE ARE ALSO IDENTIFIED IN THE REDLINE

11 TARIFFS

12

13 CHANGES TO TERMS AND CONDITIONS OF SERVICE

14 ARE ANY CHANGES PROPOSED TO THE ALLOWABLE EXPENDITURE CALCULATION IN THE TERMS

15 AND CONDITIONS OF SERVICE

16 YES IN SECTION 409A SHEETNO 156 ALLOWABLE EXPENDITURE CHANGE HAS BEEN MADE TO

17 THE FORMULA

18

19 WHY HAS OGE PROPOSED THIS CHANGE

20 THIS CHANGE IS PROPOSED TO BENEFIT CUSTOMERS THE CHANGE CLARIFIES THE ISSUE OF HOWTO

21 HANDLE FUEL COSTS IN THE ALLOWABLE EXPENDITURE CALCULATION GIVEN THE CURRENT

22 IMPLEMENTATION OF THE ENERGY COST RECOVERY ECR AND THE EECR PRIOR TO THE ECR

23 SOME FUEL EXPENSE WAS RECOVERED THROUGH BASE RATES AND CONSIDERED PART OF EAR

24 ESTIMATED ANNUAL REVENUE FUEL ADJUSTMENTS WERE EXCLUDED ON MONTHLY BASIS



PRODUCTION COSTS WOULD THEN SUBTRACT OUT BASE RATE FUEL WHICH IS NOW INCLUDED IN THE

ECR THIS EFFECTIVELY REMOVED FUEL COST TWICE AND LOWERED THE ALLOWABLE EXPENDITURE

IN ADDITION THE EECR HAS BEEN REMOVED FROM THE CALCULATION

PLEASE DESCRIBE THE CHANGES TO PART ILLSTANDARD EXTENSION POLICY OF THE TC

SECTION 401 OF THE STANDARD EXTENSION POLICY NOWSTATES THAT BASIC PHILOSOPHY OF THE

COMPANY IS TO PROVIDE THE BEST POSSIBLE SERVICE AND POINT OF DELIVERY OF SERVICE TO THE

CUSTOMER AT THE MOST REASONABLE INVESTMENT ALL APPLICABLE ALTERNATIVES SHALL BE GIVEN

CONSIDERATION WHEN APPLYING THE EXTENSION POLICY

10

11 PLEASE DESCRIBE THE CHANGES TO THE RIGHTOFWAY OF THE TC

12 SECTION 402 OF THE TC NOWHAS AN ADDED PARAGRAPH THAT STATES ALL CUSTOMERS REQUESTING

13 SERVICE FROM THE UTILITY SHALL COMPLY WITH ALL EASEMENT GUIDELINES AS SPECIFIED UNDER THIS

14 SECTION FAILURE TO MEET THESE GUIDELINES SHALL AT THE UTILITY SOLE DISCRETION RELIEVE THE

15 UTILITY OFANY OBLIGATION TO PROVIDE ELECTRIC SERVICE UNTIL SUCH TIME THAT COMPLIANCE IS MET

16

17 PLEASE DESCRIBE CHANGES TO LINE EXTENSION POLICY FOR INDETERMINATE SERVICE

18 SECTION 41 0A IS REPLACED WITH PERFORMANCE GUARANTY CONTRACT WHICH IS ATTACHED AS

19 EXHIBIT BJS1 NEW SECTION 41 0C STATES SERVICE REQUESTS BY OIL AND GAS CUSTOMERS TO

20 MEET THEIR NEEDS OF EXPLORATION PRODUCTION AND RECOVERY SHALL BE CLASSWED AS

21 INDETERMINATE SERVICE AND SHALL BE SUBJECT TO ALL OF THE PROVISIONS OF SECTION 410 OF THE

22 STANDARD EXTENSION POLICY



ARE ANY OTHER CHANGES PROPOSED TO THE TEES CONTAINED IN THE FERMS AND ONDITIONS

OF SEIWICE

NO OTHER CHANGES ARE PROPOSED TO THE FEES AT THIS TIME

ARE ANY CHANGES PROPOSED TO THE NET METERING TARIFT LANGUAGE

YES THERE IS MINOR LANGUAGE CLARIFICATION PROPOSED AT THIS TIME HE TARIFF WAS MODIFIED

TO CONFORM TO APSC RULES ‰CEORDINGLY RESIDENTIAL CUSTOMERS ARE LIMITED TO 25 KW OF

GENERATION RND OTHERCU ARE LIMITED TO OF GCIKRATLON UNDLI THIS TAIIFF

10 EFLANGI TO FXISIINI RAILS

PLEASE DESCRIBE THE REVENUE DEFICIENCY FOR EACH CLASS OF CUSTOMERS

12 HE ARKANSAS JURISDICTIONAL TOTAL REVENUE DEFICIENCY IS 26391288 AND IS REFLECTED IN THE

13 TABLE BELOW AND CAN ALSO BE FOUND IN MR GREG VCITCHS DIRECT TESTIMORY AS FILED IN THIS

14 DOCKET 71 HIS DEFICIENCY REPRESENTS 14 02 INCICASE IN JURISDICTIONAL REVENUCS HE

15 REVENUC DEFICIENCY COLUMN AS SHOWN BELOW IS USED CALCULATE THE REQUIRED TOTAL

16 REVCNUE 00 CHANGE SHOWN IN THE LAST COLUMN HC RCVENUE AND PERCENTAGE INCREASCS FOR

17 OGT RATE CLASSES OF SCRVICC ARE SHOWN BELOW

RESIDENTIAL 7514446 12 88
GENERAL SERVICE 2521208 15 30
POWER LIGHT 6666360 13 32
PL TOU 8710962 1479
MUNICIPAL PUMPING 60 673 43 10

ATHLETIC FIELD LIGHTING 14 416 17 56

LIGHTING OSL AND LM 803225 2187
TOTAL ARKANSAS JUNSDICTION 26 288 1402

LABLE SUMMARY OF THE REVENUE DEFICIENCY



RESIDCNTIAL RATE DE
IN GENERAL PLEASE DESCRIBE THE CHANGES TO THE RESIDENTIAL TARIFL

PROPOSE CHANGES TO THE PEAK SEASON PRICES AND THE CUSTOMER CHARGE IN THE RESIDENTIAL

TARIFF TO RECOVER THC REVENUE DCFICIENCY FHE TABLE BELOW SHOWS THE PROPOSED PRICES AND

THC CURRENT PRICES ALSO PIOPOSE THE ADDITION OF TIME OT USE TARILT FOR RESIDENTIAL

CUSTOMER

AFTNTHLY CUSTOMER CHARGE 1120 650

01500 KWH PER KWH 066 PER KWH

OVER 1501 KWH CR KWH 335 PER KWH

0600 KWH NCR KWH 948 PER KWH

OVER 600 KWH PCR KWH PCI KWH

TABLE COMPARISON OF RESIDENTIDI PRICES

WHAT IS THE REVENUE DEFICIENCY OF THE RESIDENTIAL CLASS RS

THE RS RCVCNUE PEICENTAGE DEFICIENCY IS T514 446 OR L2 PROPOSE THAT THE ENTIRE

10 INCREASE BECOME EFFECTIVE THC NITIAL YEAR PROPOSE CHANGES TO THE RESIDENTIAL PRICE IN

II THREC SPECIFIC AREAS THC CUSTOINCR CHRRGE WILL BC INCREASED THE PEAK SEASON KWHPRICE FOR

THE TAIL BLOCK WILL BE MCI ASCD AND THE INITIAL KWH BLOCK RICE BR BOTH SEASONS WILL BE

13 INCRCASCD SLIGHTLY



WHAT IS THE IMPACT OF THESE EHDNGES TO RESIDENTIAL CUSTOMERS

TH IMPACT OF THESC CHANGES IS SHOWN THE TABLE BELOW

NOTLOWERINCOME 46505 13598 1213 131

PEAK USERS 7461 11128 13A3 165

OFF PEAK USERS 7767 14056 828

TOTAL RESIDENTIAL 49229 13599 12 13
ABLE RESIDENTIAL CUSTOMER SUB GROUP IMPACTS

HOWDID YOU DETERMINE THE IMPACT OF THESE CHANGES TO CUSTOMERS

DETERMINED THE IMPACT BY COMPUTING THC BILLS FOR ALL CUSTOMEIS WITH 12 MONTHS OF DATA

UNDER THE CURRENT PRICES AND THEN THC PROPOSED PRICES AND THEN COMPUTING THE CHANGE IN

BILLING SPECIFICALLY TO DETCRMME THE IMPACT TO CUSTOMERS OUE FIRST EXTIALTED THE

CUSTOMER DATA FOR 2007 FROM THE BILLING SYSTEM FOR ALL RESIDENTIAL CUSTOMERS NEXT

EXCLUDED CUSTOMERS WITHOUT COMPLETE YEAR OF DATA EC CUSTOMERS WITH DAYS SERVICE LESS

10 THAN 345 OR GICATER THAN 385 20 DAYS DIFFCRE IT FROM 365 DAYS WERE EXCLUDED THE RESULT

11 WAS DATABASE OF 49 SIDENTRAL CUSTOM RS

12 THE FINAL STEP WAS TO IDENTIFY SUB GROUPS OF CUSTOMERS TO ASCERTAIN THE IMPACT OF PRICE

13 CHANGES TO THEM HE FIRST SUVGROUP IS LOWER INCOME CUSTOMERS CUSTOMER WAS

14 IDENTIFIED AS LOWER INCOME IF ANY ONE THE FOLLOWING CRITERIA WERE TRUE

NOTE THAT THE UB GROUPS EXCEPT FOR THE OWER INCOME AND NOT OWER INCOME ARE OT MUTUALLY EXCL ISIVE OR

CONTAIN ONLY SUBSET OL CUSTOMERS SO THCY CANNOT ADD TOGETHER TO EQUATE TO TOTAL RESIDENTIAL

10



THE CUSTOMER RECEIVED LIHEAP PAYMENT OR

THE CUSTOMER RECEIVED THE LOW INCOME RESIDENTIAL UTILITY CUSTOMER TAX

EXEMPTION OR

THE CUSTOMER RECEIVED BILL PAYMENT ASSISTANCE FROM COMMUNITY AGENCY

THE NEXT SUBGROUP WAS COMPRISED OF CUSTOMERS WHO PREDOMINANTLY USE ELECTRICITY

DURING THE PEAK SEASON THE RATIO OF PEAK SEASON USAGE TO TOTAL ANNUAL USAGE WAS

COMPUTED FOR EACH CUSTOMER THEREFORE CUSTOMER WITH ALL USAGE OCCURRING DURING THE

PEAK SEASON WOULD HAVE PEAK RATIO OF 10 AND CUSTOMER WITH ALL USAGE OCCURRING

DURING THE OFF PEAK SEASON WOULD HAVE PEAK RATIO OF 00 THE MEAN 0497 AND STANDARD

10 DEVIATION 0131 OF THE PEAK RATIO FOR THE POPULATION WAS COMPUTED CUSTOMERS WITH

11 PEAK RATIO GREATER THAN ONE STANDARD DEVIATION FROM THE MEAN 628 WERE LABELED PEAK

12 USERS AND CUSTOMERS WITH PEAK RATIO LESS THAN ONE STANDARD DEVIATION FROM THE MEAN

13 366 WERE LABELED OFF PEAK USERS

14 THE FINAL SUBGROUPS WERE LARGER USERS AND ZERO USERS LARGER USERS WERE CUSTOMERS WHO

15 USE MORE THAN 60000 KWHANNUALLY ZERO USERS ARE CUSTOMERS WHO HAVE ELECTRIC SERVICE

16 CONNECTED BUT USED ABSOLUTELY NO ENERGY FOR THE ENTIRE YEAR

17

18 PLEASE DISCUSS THE IMPACT OF THE PROPOSED CHANGES TO CUSTOMERS IDENTIFIED AS LOWER

19 INCOME

20 THE LOWER INCOME CUSTOMERS RECEIVE ON AVERAGE AN INCREASE OF 113 OR 1034 PER

21 MONTH WHILE THE REMAINING RESIDENTIAL CUSTOMERS RECEIVE AN INCREASE OF 131 OR 1213

22 PER MONTH THE PROPOSED PRICE CHANGES DO NOT UNDULY IMPACT OGES LOWER INCOME

NOTE THAT THIS DATABASE WAS USED SOLELY FOR THE PURPOSE OF EVALUATING THE IMPACT OF PRICE CHANGES TO CUSTOMERS

THE PROPOSED RATE DESIGN AND PROOF OF REVENUE WERE DEVELOPED USING ALL CUSTOMER DATA AND ALL PRO FORMA

ADJUSTMENTS AS IS SHOWN IN SCHEDULE AND SCHEDULE E13

11



CUSTOMERS THE LOWER INCOME CUSTOMERS AVERAGE ANNUAL USAGE IS 13608 KWH WHILE THE

REMAINING RESIDENTIAL CUSTOMERS AVERAGE ANNUAL USAGE IS 13598 KWH THIS RESULT IS

CONSISTENT WITH DATA FOR OGES RESIDENTIAL CUSTOMERS IN OKLAHOMA OGES LOWER

INCOME CUSTOMERS USE AMOUNTS OF ENERGY SIMILAR TO OTHER OGE RESIDENTIAL CUSTOMERS

OGES RESIDENTIAL CUSTOMER DATA REFUTES THE CONVENTIONAL ASSUMPTION THAT LOWER INCOME

CUSTOMERS ARE ALSO LOWER USAGE CUSTOMERS

HOWDO THE PROPOSED CHANGES AFFECT CUSTOMERS IDENTIFIED AS PEAK USERS

CUSTOMERS IDENTIFIED AS PEAK USERS RECEIVE ON AVERAGE AN INCREASE OF 165 OR 1343

10 PER MONTH THESE CUSTOMERS PREDOMINANTLY USE ENERGY DURING THE HIGHER COST AND HIGHER

11 LOAD MONTHS THE CURRENT PEAK SEASON PRICE DIFFERENTIAL OF 03 PER KWH BETWEEN THE

12 INITIAL BLOCK AND THE TAIL BLOCK APPEARS TO OFFER MINIMAL PRICE SIGNAL TO REFLECT THE

13 INCREASING COST OF CAPACITY AND TO ENCOURAGE THE WISE USE OF ELECTRICITY DURING HIGHER COST

14 PERIODS THE PROPOSED PEAK SEASON PRICE CHANGES WILL ENCOURAGE RESIDENTIAL CUSTOMERS TO

15 CONSIDER CONSERVATION INITIATIVES AND TIMEDIFFERENTIATED PRICING SUCH AS THAT PROPOSED BY

16 OGE IN THIS DOCKET IN DOCKET NO 06070U OGE INCREASED THE OFF PEAK SEASON

17 PRICE BY APPROXIMATELY 50 IN THIS DOCKET OGE PROPOSES TO ADJUST ITS PEAK SEASON

18 PRICING TO MORE APPROPRIATELY REFLECT THE COST OF PEAK SEASON CONSUMPTION

19

20 HOWDO THE PROPOSED CHANGES AFFECT CUSTOMERS IDENTIFIED AS LARGER USERS

21 CUSTOMERS IDENTIFIED AS LARGER USERS RECEIVE ON AVERAGE AN INCREASE OF 224 OR 10360

22 PER MONTH THESE CUSTOMERS USE AN AVERAGE OF 73717 KWH ANNUALLY OR 540 OF THE

23 TYPICAL RESIDENTIAL CUSTOMER ANNUAL USAGE AND CURRENTLY HAVE AN AVERAGE ANNUAL BILL OF

24 OVER 5500 ALTHOUGH SOME OF THESE CUSTOMERS ARE LARGE ENOUGH TO QUALIFY FOR THE PL OR

12



PLTOU RATES THEY ARE RESIDENTIAL CUSTOMERS OGE PLANS TO INSTALL TIMEDIFFERENTIATED

METERING ON THESE CUSTOMERS AND EXAMINE THEIR CONSUMPTION BEHAVIOR

RESIDENTIAL RATE DESIGN DETAIL

WHAT CHANGES DOES OGEPROPOSE TO THE CUSTOMER CHARGE

OGE PROPOSES TO INCREASE THE CUSTOMER CHARGE FOR RS CUSTOMERS FROM 650 PER MONTH

TO 1170 PER MONTH OGE HAS PREPARED ITS COST OF SERVICE STUDY IN ACCORDANCE WITH THE

PREFERENCES STATED BY THE APSC STAFF AND AG WITNESS MARCUS IN DOCKET NO 06070U AS

RELATED TO DETERMINATION OF CUSTOMER RELATED COSTS FOR RESIDENTIAL CUSTOMERS PLEASE

10 REFER TO THE DIRECT TESTIMONY OF MR GREG VEITCH OGE ALLOCATED LOWER AMOUNT OF

11 COSTS TO THE RESIDENTIAL CUSTOMERCLASSIFICATION IN THIS COS STUDY THAN WOULD HAVE RESULTED

12 UNDER OGE PREVIOUS AND PREFERRED COST CLASSIFICATION AND ALLOCATION METHODS THE

13 MONTHLY COST PER CUSTOMER FROM THE CUSTOMER CLASSIFICATION COST OF SERVICE STUDY FOR RS

14 IS 1173 THE TABLE BELOW SUMMARIZES THE RESULTS OF THE STUDY

CLASSIFICATION CUSTOMER ENERGY DEMAND

DATA MONTH KWH IKWH

RS 1173 0003642 0034267

TABLE CLASSIFICATION COST DATA FOR RESIDENTIAL CUSTOMERS

15 REGARDLESS OF THE METHODOLOGY USED THE IMPLICATION HAS NOT CHANGED FROM THE LAST

16 DOCKET THE COS STUDY SUPPORTS MEANINGFUL INCREASE TO THE CUSTOMER CHARGE

17 ACCORDINGLY PROPOSE THAT THE PRICE BE INCREASED TO 1170 PER MONTH

18

19 DOES OGE PROPOSE ANY CHANGES TO THE KWHBLOCK STRUCTURES FOR THE RS TARIFF

20 NO IT DOES NOT

13



WHAT CHANGES DOES THE COMPANY PROPOSE TO THE ENERGY PRICES

OGE PROPOSES AN INCREASE TO THE PEAK SEASON USAGE BILLED DURING THE MONTHS OF JUNE

THROUGH OCTOBER INITIAL BLOCK TO 1500 KWH OF APPROXIMATELY 0005 PER KWH AND

PROPOSES AN INCREASE OF APPROXIMATELY 003 PER KWH FOR ALL USAGE ABOVE 1500 KWH

INVERTED BLOCK PRICING INDICATES TO CUSTOMERS THAT DURING CERTAIN TIMES OF THE YEAR

ELECTRICITY DOES COST MORE AND THAT ADDITIONAL USAGE DURING THOSE PERIODS INCREASES THE

NEED TO ADD GENERATING CAPACITY

OGE PROPOSES MINOR INCREASE LESS THAN 000 PER KWH TO THE INITIAL BLOCK TO

600 KWH PRICE FOR THE OFF PEAK SEASON AND NO CHANGE TO THE PRICE FOR ADDITIONAL USAGE

10 AS PREVIOUSLY MENTIONED IN THE LAST DOCKET OGE INCREASED THE OFF PEAK SEASON TAIL

11 BLOCK PRICE 50 THE CLASSIFICATION STUDY SHOWS THAT THE ENERGY CLASSIFIED COSTS ARE

12 APPROXIMATELY 00036 PER KWH AND ALL PROPOSED RS ENERGY PRICES ARE WELL ABOVE THAT

13 LEVEL OF COURSE ALL FUEL COSTS ARE RECOVERED THROUGH THE ECR RIDER AND ARE NOT INCLUDED

14 IN THE COS STUDY CURRENTLY THE ECR RIDER APPLICABLE TO RESIDENTIAL CUSTOMERS IS

15 0043967 PER KWHTHEREFORE THE LOWEST PRICE OGES RESIDENTIAL CUSTOMERS COULD PAY

16 FOR ELECTRICITY IS 0060 174 PER KWH

17

18 GENERAL SERVICE RATE DESIGN

19 IN GENERAL PLEASE DESCRIBE THE PROPOSED CHANGES TO THE GENERAL SERVICE GS TARIFF

20 OGE PROPOSES CHANGES TO THE PEAK SEASON PRICES AND THE CUSTOMER CHARGE IN THE TARIFF

21 TO RECOVER THE REVENUE DEFICIENCY THE TABLE BELOW SHOWS THE PROPOSED PRICES AND THE

22 CURRENT PRICES THE COMPANY ALSO PROPOSES THE ADDITION OF COMMERCIAL TIME OF USE

23 CTOU TARIFF AVAILABLE TO GS CUSTOMERS AS WELL AS MUNICIPAL PUMPING AND ATHLETIC

THE PRICE ALSO INCLUDES THE EECR AMOUNT OF O000207 PER KWHO060174 O0160 O043967 O000207

14



FIELD LIGHTING CUSTOMERS PLANS TO CONSIDER COMBINING THE IS AND PM CLASSES IN

THE NEXT RATE REVIEW

MONTHLY CUSTOMER 2155 21 67

ALL KWH PER KWH PER KWH

TO 1000 KWH PER KWH 71 PER KWH

OVER 1000 KWH 14 NCR KWH L355 PER KWH

FABK COMPARISON OF URRENT AND PROPOSED GENERAL SERVICE PRICES

WHAT IS THE REVENUE DEFICIENCY FOR THE GS CUSTOMER CLASS

TH OS REVENUE DEFICIENCY IS WHICH IS 15300O OGF PROPOSCS THAT THE

ENTIRE INCREASE BECOMC ELTECTIVC IN THE INITIAL YEAR OOT PROPOSES CHANGES TO THE OS

PRICC IN THREE SPECIFIC ARCAS THE CUSTOMER CHARGE WILL BE DECREASED NEGLIGIBLE AMOUNT

THE PEAK SEASON KWH NRICE WILL INTICASED APPROXIMATELY 025 PER KWH AND BOTH

KWHBLOCK PRICES FOR THE OFF PEAK SEASON WILL BE INCREASED SLIGHTLY

10

11 WHAT IS THE IMPACT OF THESE CHANGES TO GS SL5 CUSTOMERS

12 IHE AVERAGE SF CUSTOMER USES 23683 KWHANNUALLY AND XXOULD RECEIVE MOIITHLY

13 BILL INCRCASC OF 24A9 OR 15 50O

14

15 HOWDID OGEDETERMINE THE IMPACT OF THESE CHANGES TO CUSTOMERS

16 OC DETERMINED THE IMPACT USING THE SAME METHOD DESCRIBED BR RESIDENTIAL CUSTOMERS

17 DATABASE OF ALL OS CUSTOMERS WITH COMPLETE YEAR OF DATA WAS CREATE THE IMPACT

15



DETERMINED BY COMPUTING ANNUAL BILLS UNDER THE CURRENT PRICES THE PROPOSED PRICES AND

THEN DETERMINING THE DIFFERENCE IN REVENUE

MUNICIPAL PUMPING RATE DESIGN

WHAT IS THE REVENUE DEFICIENCY OF THE PM CLASS

THE PM REVENUE DEFICIENCY IS 60673 WHICH RESULTS IN AN INCREASE OF 4310 THE

COMPANY PROPOSES THAT THE ENTIRE INCREASE BECOME EFFECTIVE IN THE INITIAL YEAR

PLEASE DESCRIBE THE CHANGES TO THE MUNICIPAL PUMPING PM TARIFF

10 OGE PROPOSES TO SLIGHTLY DECREASE THE CUSTOMER CHARGE TO 2800 PER MONTH OGE

11 PROPOSES TO INCREASE THE KWH PRICES TO 52 PER KWH FOR THE PEAK SEASON AND TO PER

12 KWH FOR THE OFF PEAK SEASON TO RECOVER THE REVENUE DEFICIENCY THE COMPANY ALSO

13 PROPOSES TO MAKE AVAILABLE THE PROPOSED CTOU TARIFF TO THESE CUSTOMERS AS AN ALTERNATIVE

14 TARIFF

15

16 ATHLETIC FIELD LIGHTING RATE DESIGN

17 WHAT IS THE REVENUE DEFICIENCY FOR THE AFL CLASS

18 THE REVENUE DEFICIENCY IS 14416 OR 1756 OGE PROPOSES THAT THE ENTIRE INCREASE

19 BECOME EFFECTIVE IN THE INITIAL YEAR

20

21 IN GENERAL PLEASE DESCRIBE THE PROPOSED CHANGES TO THE AFL TARIFF

22 OGE PROPOSES TO SLIGHTLY INCREASE THE CUSTOMER CHARGE TO 2800 PER MONTH AND TO

23 INCREASE THE ENERGY PRICE TO 47 PER KWH TO RECOVER THE REVENUE DEFICIENCY OGE ALSO

24 PROPOSES TO MAKE AVAILABLE THE PROPOSED CTOU TARIFF TO THESE CUSTOMERS AS AN ALTERNATIVE

16



TARIFF

POWER LIGHT PU AND PL TIME OF USE PLTOU RATE DESIGN

PLEASE DESCRIBE THE CHANGES TO THE PL TARIFFS

THE COMPANY PROPOSES MINOR CHANGES TO THE ENERGY PRICES AND TO INCREASE THE DEMAND

CHARGES IN THE PL AND PLTOU TARIFFS TO RECOVER THE REVENUE DEFICIENCY OGE ALSO

PROPOSES THE ADDITION OF AN HOURLY PRICING PROGRAMDAY AHEAD PRICING DAP FOR THESE

CUSTOMERS DAP IS SOMETIMES REFERRED TO AS REALTIME PRICING OR RTP

10 WHAT IS THE REVENUE DEFICIENCY OF THE PB CLASS AND THE PLTOU CLASS

11 THE POWER LIGHT PERCENTAGE REVENUE DEFICIENCY IS 1332 THE POWER LIGHT TIME

12 OF USE PERCENTAGE REVENUE DEFICIENCY IS 1479 THE COMPANY PROPOSES THAT THE ENTIRE

13 DEFICIENCY BE ELIMINATED IN THE FIRST YEAR OF NEWRATES PLEASE REFER TO THE FOLLOWING TABLES

14 FOR LIST OF CHANGES TO THE PRICES FOR THESE CUSTOMER GROUPS

PBI PRO OSED CURRENT

MONTHL CUSTOMER CHAR 30000 12500

ALL SEASONS KWH 0460 ER KWH 0245 ER KWH

PEAK SEASON JUNEOCT JUNEOCT

KW 770 PER KW 507 ER KW

PEAK SEASON NOVMA NOVMA

KW 490 ER KW 321 ER KW

PL234 PRO OSED CURRENT

MONTHI CUSTOMER CHAR 30000 16000

ALL SEASONS KWH 0460 ER KWH 0314 ER KWH

PEAK SEASON JUNEOCT JUNEOCT

KW 960 ER KW 621 ER KW

PEAK SEASON NOVMA NOVMA

KW 640 ER KW 396 ER KW

17



PL5 PRO OSED CURRENT

MONTHI CUSTOMER CHAR 7300 7500

ALL SEASONS KWH 0460 ER KWH 0416 ER KWH

PEAK SEASON JUNEOCT JUNEOCT

KW 1400 ER KW 898 ER KW

PEAK SEASON NOVMA NOVMA

KW 700 ER KW 554 ER KW

PLTOU1 PRO OSED CURRENT

MONTHI CUSTOMER CHAR 30000 12500

TOU METER CHAR
NA 900

ALL SEASONS KWH 0460 ER KWH 0245 ER KWH

PEAK SEASON JUNEOCT JUNEOCT

KW ONPEAK 620 ER KW 408 ER KW

MAX KW 150 ER KW 099 ER KW

PEAK SEASON NOVMA NOVMA

MAX KW 490 ERKW 321 ERKW

PLTOU234 PRO OSED CURRENT

MONTHL CUSTOMER CHAR 30000 16000

TOU METER CHAR NA 900

ALL SEASONS KWH 0460 ER KWH 0314 ER KWH

PEAK SEASON JUNEOCT JUNEOCT

KWON PEAK 965 ER KW 498 ER KW

MAX KW 240 ER KW 123 ER KW

PEAK SEASON NOVMA NOVMA

MAX KW 620 ER KW 396 ER KW

PLTOU5 PRO OSED CURRENT

MONTHL CUSTOMER CHAR 7300 7500

TOU METER CHAR
NA 900

ALL SEASONS KWH 0460 ER KWH 0416 ER KWH

PEAK SEASON JUNEOCT JUNEOCT

KW ON PEAK 1160 ERKW 736 ERKW

MAXKW 245 ERKW 162 ERKW

PEAK SEASON NOVMA NOVMA

MAX KW 830 ER KW 554 ER KW

TABLE COMPARISON OF CURRENT AND PROPOSED PL AND PLTOU PRICES

PLEASE DISCUSS THE PROPOSED RATE DESIGN FOR THIS CLASS OF CUSTOMERS

RATE DESIGN FOR THIS CLASS IS PROPOSED AS FOLLOWS ENERGY CHARGES WERE INCREASED

MODERATELY CUSTOMER CHARGES WERE INCREASED FOR SERVICE LEVELS SL THROUGH AND
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WERE SLIGHTLY REDUCED LOT ST AND THEN DEMAND CHANGES WERE ADJUSTED TO RECOVER THE

REMAINING REVENUE REQUIREMENT OG1 ALSO PROPOSES TO INCREASE THE POWER FACTOR

ADJUSTMCNT CHARGE FROM 800 90

WHAT IS THE IMPACT OF THESE CHANGES TO PL SL5 CUSTOMERS

HE IMPACT OF THCSE CHANGES TO PT SI CUSTOMERS IS SHOWNIN THE TABLE BELOW THE TABIC

SEGMENTS CUSTOMERS BY SIZE MAXIMUM DEMANDAND LOAD TACTOR THEN EACH SEGMENT LISTS

RHC NUTI HER UL LUSTUMER SEGN TH REX HANGE AND THE PERCENT CH
OR EXAMPLE UNDER THE 6L LOAD LACTOR COLUMN FOR THE OXER 100 KWROWTHERE IS

10 ON CUSTOMER IN THAT SEGMENT THAT ECEIVED AN INCREASE OF 40 660 WHICH WAS 900

II CHANGE IN ANNUAL REVENU THE AAL CHANGC IN RCVENUE FOR ALL 906 CUSTOMERS ANALYZED

12 WAS 4710 181 OR 5199 PET CUSTOMER PER YEAR WHICH WAS 1300

11 21 31A0 41 5I 61 7T 81 9T100 TOLAL

13
QVERLAOO KW 52 91 S0 369

11

14 1001 101100 ION
71

901 KIN
30

18

801 10900 KIN
9661

170104
15

16

701 1O800 KIN
84195

18

144575
801 TO 700 KIN 12

12

204537
18 01 TO 800 KIN 12

35

401 1O500 KIN 23 003 88 5498587

19
13

308564
30110400KW 284 13

20 14
92

201 1O300KW 423 1042 34 103 706505

15
13
278

10110200KW 20 814 126758321 14
11

434

LIOLOOKIN 13
86 513 878592

17 15 11 10 13

24 147 200 214 189 117 25 908

7061 157786 813852 846063 979020 768585 874619 174908 85799 12049 4710181

23 24 19 15 13 11 10 13

L7ABIE PL SL CUSTOMER TMPACT LOAD FACTOR BY SUE MAXIMUM KW
24



WHAT IS THE IMPACT OF THESE CHANGES TO PLIOU SL5 CUSTOMERS

HE PL OU CUSTOMERS RECEIVED AN AVERAGC INERCASE OF APPROXIMATELY 21 442 PER

CUSTOMER PER YEAR WHICH IS 140 HE DETAILS OFTHC IMPACT OF THESE CHANGES TO PT OU

CUSTOMERS ARE SHOWN IN THC TABLE BELOXX

010 W20 2I TH40 41 51 61 TH80 81 91100 TOTAL

OVERLIOG KW 460 410
14 12

TO1A00 KW 44324 4324
11 17

901 TO KW 323 33
14

801 1O900 KW 01
701 TOBOO KW 29 298 59191

25 21

601 TO 700KW 66 23

501 TOSQO KW 1622 396 59
II 16 15

401 TO 500 KW 54499
18 14

301 TO400 KW 12 668 12 56497

13

201 TO 300 KW 91 19655
15

14
101 TO200 KW 846 61 35457

14 16

15
LTOLOOKW 28 16516

12 14
38

TOTALS 56256 83066 121514 136721 81551 325879 15612 814799

24 17 17 14 13 12 10 14

17 LABK PLIOU SL5 CU IMPACT OAD FACTOR BY SIZE MAXIMUM KW

18

19 WHY IS POWERFACTOR IMPROVEMNT IMPORTANT

LMPROVEM TO PE IT THC OOL SYST WILL REDUCE RNCRGY LOSSES ON THE SYSTEM AND

LOWER CUSTOMER GENERATION REQUIREMENTS KVA NCRGY LOSSES RESULT IN COSTS TO ALL

22 CUSTOMERS WHILE RNCRGY LOS CS CANNOT BC TOTALLY CLIMINATED THE CLOSCI THE POWER FACTOR

RELA IONSHIP BETWEEN TEAL POWCR EXPRESSED IN KW AND APPARENT POWER EXPRESSED IN

24 KVA IS TO OR 100 THE HIGHEI THE EFFICIENCY OF THE SYSTEM THE LOWER THE ENERGY



LOSSES AND THE LOWER THE DEMAND ON THE SYSTEM THE FORMULA IS GENERALLY EXPRESSED AS

FOLLOWS

POWER FACTOR KW KVA

WHERE 100 OR 10 IS THE IDEAL RELATIONSHIP

WHAT IS THE PF REQUIREMENT IN CURRENT PL AND PLTOU RATES

THE CURRENT LEVEL OF PF ADJUSTMENT OCCURS AT 80 THE NEW TARIFF ADJUSTS THAT PF NUMBER

TO 90 CUSTOMERS WOULD NEED TO MAINTAIN AN AVERAGE MONTHLY PF OF AT LEAST 90 OR

THEIR BILLING DEMANDWILL BE INCREASED

10

11 WILL ALL CUSTOMERS BE REQUIRED TO MEET THE NEW PF THRESHOLD OF 90

12 NO ONLY CUSTOMERS THAT ARE ON DEMAND RATES PL PLTOU OGE WILL REQUIRE KVAR

13 METERING METERING EQUIPMENT NECESSARY TO MEASURE PF ON ALL PL AND PLTOU CUSTOMERS

14 WITH MAXIMUM DEMAND OF 300 KW OR MORE AND WILL AT ITS DISCRETION INSTALL KVAR

15 METERING ON ANY PL OR PLTOU BELOW THAT LEVEL WHEN IT BELIEVES THE CUSTOMER HAS LOADS

16 SUCH THAT THE 90 PF THRESHOLD IS NOT MAINTAINED

17

18 WHEN WILL THE CHANGE IN PF REQUIREMENTS BECOME EFFECTIVE

19 THE CHANGE WILL BECOME EFFECTIVE ONE YEAR AFTER THE RATES ARE APPROVED BY THIS

20 COMMISSION THIS DELAY WILL ALLOW CUSTOMERS WHO CURRENTLY DO NOT MAINTAIN 90 PF

21 THE TIME TO INSTALL THE EQUIPMENT NECESSARY TO CORRECT THEIR PF AND AVOID ANY ADDITIONAL

22 BILLING

21



WAS THE POTENTIAL REVENUE THAT WOULD RESULT FROM THE CHANGE IN PF REQUIREMENTS

INCLUDED AS PART OF THE PROPOSED REVENUES IN SCHEDULE

NO THE POTENTIAL ADDITIONAL REVENUE WAS NOT INCLUDED SINCE CUSTOMERS CAN MAKE

INVESTMENTS IN EQUIPMENT TO CORRECT THEIR PF AND OGE WOULD NOT RECEIVE ANY ADDITIONAL

REVENUE OGE PROPOSES THIS CHANGE IN PF REQUIREMENTS TO ENCOURAGE CUSTOMERS TO USE

ELECTRICITY EFFICIENTLY IF CUSTOMERS CORRECT THEIR PF THEIR BILLING DEMAND WILL BE REDUCED

THE KVA DEMANDON THE OGE SYSTEM WILL BE REDUCED AND ALL CUSTOMERS WILL BENEFIT

LM AND OSL RATE DESIGN

10 PLEASE DISCUSS THE PROPOSED RATE DESIGN FOR THESE CLASSES

11 THE DEFICIENCY FOR THE LIGHTING CLASS COMPRISED OF THE OSL AND LM TARIFFS IS 803225

12 WHICH IS 2178 THE RATES WERE DESIGNED BY MOVING LIGHTING POLE PRICES TO CURRENT

13 INSTALLATION COSTS AND THEN INCREASING FIXTURE COSTS SUFFICIENT TO RECOVER THE REVENUE

14 REQUIREMENT PRICES FOR SIMILAR FIXTURES UNDER ML AND OSL ARE NOWPRICED THE SAME

15 PRICES FOR ML AND OSL ARE SHOWNIN THE PROPOSED TARIFFS AND IN SCHEDULE H2

16

17 NEWPROPOSED TARIFFS

18 PLEASE DESCRIBE THE NEW TARIFFS PROPOSED FOR CUSTOMERS

19 OGE PROPOSES TO OFFER TWO TIMEOFUSE TOU TARIFFS RESIDENTIAL TOU AND

20 COMMERCIAL TOU DAYAHEAD HOURLY PRICING DAP TARIFF AND RENEWABLE ENERGY

21 PROGRAM REP TARIFF THE PROPOSED TOU TARIFFS WILL BE OFFERED TO RESIDENTIAL GENERAL

22 SERVICE MUNICIPAL PUMPING AND ATHLETIC FIELD LIGHTING CUSTOMERS THE DAP TARIFF WILL

23 BE OFFERED TO PL AND PLTOU CUSTOMERS THE PROPOSED REP TARIFF IS VOLUNTARY PROGRAM

24 THAT WILL BE OFFERED TO ALL ARKANSAS RETAIL CUSTOMERS AS SURCHARGE TO THEIR STANDARD TARIFF

22



WHY IS OGESEEKING APPROVAL FOR THESE PROPOSED PROGRAMS

THE PROPOSED TIMEDIFFERENTIATED PROGRAMS HOLD SUBSTANTIAL PROMISE FOR PROVIDING OGE

WITH PRICE RESPONSIVE LOADS THAT COULD CONTRIBUTE TO MEETING ITS OVERALL RESOURCE NEEDS

THESE PROGRAMS ARE DESIGNED TO MOTIVATE SUBSCRIBERS TO SHIFT LOADS THROUGH TIME

DIFFERENTIATED PRICES CUSTOMERS WHORESPOND TO THESE PRICES WILL NOT ONLY EARN BENEFITS

THEY ALSO WILL GENERATE BENEFITS THAT WILL BE PASSED ON TO ALL CUSTOMERS TIME

DIFFERENTIATED PRICING NOT ONLY ALLOWS CUSTOMERS TO LOWER THEIR CURRENT ELECTRIC BILLS BUT

SUPPORTS INVESTMENT DECISIONS IN CONSERVATION AND EFFICIENCY THAT COULD PAY INCREASING

DIVIDENDS IN THE FUTURE THE LAST PROPOSAL IS TO OFFER RENEWABLE ENERGY PROGRAM TARIFF

10 WHICH ALLOWS ARKANSAS RETAIL CUSTOMERS TO VOLUNTARILY PURCHASE RENEWABLE ENERGY CREDITS

11 REC ONE REC IS EQUIVALENT TO THE ENVIRONMENTAL SOCIAL AND OTHER POSITIVE ATTRIBUTES

12 OF POWER GENERATED BY ONE MWHOF RENEWABLE GENERATION

13

14 RESIDENTIAL TOU RTOU

15 DOES OGE CURRENTLY OFFER RESIDENTIAL TOU TARIFF TO ITS OKLAHOMA CUSTOMERS

16 YES IT DOES OGE ALSO OFFERS TOU TARIFF TO ITS PL CUSTOMERS IN ARKANSAS OGE

17 WANTS TO PROVIDE ITS ARKANSAS CUSTOMERS SIMILAR OPPORTUNITIES TO EARN BENEFITS FROM TOU

18

19 PLEASE EXPLAIN HOWTHE RTOU AND CTOU TARIFFS WERE DESIGNED

20 THE RTOU IS DESIGNED BY FIRST ESTABLISHING TYPICAL HOURLY LOAD SHAPE FOR THE RESIDENTIAL

21 CLASS NEXT THE TOTAL PEAK PERIOD KWH AND THE PERCENT OF KWH OCCURRING DURING THE

22 DEFINED PEAK PERIOD WERE DETERMINED THEN REVENUE REQUIREMENT WAS ESTABLISHED FOR

23 EACH PRICING PERIOD BASED ON THE PROPOSED REVENUE REQUIREMENT OF THE STANDARD RESIDENTIAL

24 TARIFF FROM THIS THE REVENUE RECOVERY NEEDED FROM PEAK AND OFF PEAK PRICES WAS
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DETENNINED AND THE PRICES WERE CALCULATED THE SAME METHODOLOGY WAS USED TO ESTABLISH

THE CTOU PRICES

WHAT ARE THE QUALIFICATIONS ASSOCIATED WITH THE RTOU

THE CUSTOMER MUST HAVE SUITABLE METERING IN PLACE AND COMMIT TO AN INITIAL TERM OF 12

MONTHS IF SUITABLE METERING IS NOT IN PLACE OGE WILL INSTALL THE APPROPRIATE METERING

AND THE CUSTOMER CAN ELECT TO SUBSCRIBE EFFECTIVE WITH THE START OF THEIR NEXT BILLING CYCLE

SUBSCRIPTION IS ALSO CONTINGENT UPON THE AVAILABILITY OF SUITABLE METERING

10 CAN NONPARTICIPATING CUSTOMERS BENEFIT FROM TOU PROGRAM

11 YES SYSTEM LOAD FACTOR IMPROVEMENT BENEFITS THE UTILITY AND OTHER CUSTOMERS BECAUSE IT

12 ALLOWS GREATER NUMBER OF UNITS KWH TO BEAR THE OVERALL FIXED COSTS OF THE SYSTEM

13 WITHOUT ADDING NEWCAPACITY CUSTOMERS ON TOU TEND TO USE MORE ELECTRICITY IN NONPEAK

14 PERIODS OF USAGE WHICH CAN ACTUALLY INCREASE SYSTEM LOAD FACTOR BUT TOU USAGE ACROSS

15 THE PEAK TENDS TO DECREASE OR REMAIN CONSTANT THE INCREASE IN SYSTEM LOAD FACTOR DUE TO

16 TOU MAY ACTUALLY LOWER BASE COSTS FOR ALL CUSTOMERS

17

18 HOWHAVE CUSTOMERS IN OKLAHOMA RESPONDED TO RTOU

19 OGE HAS APPROXIMATELY 1200 RESIDENTIAL CUSTOMERS FROM THE TOTAL POPULATION OF

20 601000 CUSTOMERS SUBSCRIBED TO RTOU THE RTOU TARIFF WAS INITIALLY OFFERED IN 1986

21 AS OF JULY 2008 1240 RESIDENTIAL CUSTOMERS IN OKLAHOMA SUBSCRIBED TO RTOU

22 GENERALLY CUSTOMER SUBSCRIPTION INCREASED SLOWLY OVER TIME TO APPROXIMATELY 350 BY

23 EARLY 2007 HOWEVER IN THE SUMMER OF 2007 THERE WAS NOTICEABLE INCREASE IN

24 SUBSCRIPTION TO RTOU OGE HAD RELAUNCHED ITS PROMOTION OF RTOU CUSTOMERS

24



BECAME AWARE OF THE PROGRAMTHE BENEFITS IT CAN PROVIDE AND CHOSE TO SUBSCRIBE OGE

IS PLEASED WITH THE RECENT RESPONSE BY OKLAHOMA CUSTOMERS AND WANTS ITS CUSTOMERS IN

ARKANSAS TO HAVE SIMILAR OPPORTUNITIES THE IMPLEMENTATION CHALLENGE WITH TOU PRICING

IS TO MOTIVATE CUSTOMERS TO SUBSCRIBE OGE HAS DILIGENTLY EXAMINED THE PROPOSED TOU

TARIFFS TO REDUCE BARRIERS TO SUBSCRIPTION AND TO ENABLE CUSTOMERS TO SUBSCRIBE TO TOU

PLANS WITH CONFIDENCE

COMMERCIAL TOU CTOU

PLEASE DESCRIBE THE PROPOSED COMMERCIAL TOU PROGRAM

10 THE CTOU IS AVAILABLE TO GENERAL SERVICE MUNICIPAL PUMPING AND ATHLETIC FIELD

11 LIGHTING CUSTOMER CLASSES THE CTOU IS STRUCTURED SIMILAR TO THE RTOU PROGRAM THE

12 DESIGN INCORPORATES KWH PRICE DIFFERENCES FOR THE ONPEAK AND OFFPEAK SEASONS AND

13 TIME PERIODS

14

15 WHAT ARE THE QUALIFICATIONS ASSOCIATED WITH CTOU

16 THE CUSTOMER MUST HAVE SUITABLE METERING IN PLACE AND COMMIT TO AN INITIAL TERM OF 12

17 MONTHS IF SUITABLE METERING IS NOT IN PLACE OGE WILL INSTALL THE APPROPRIATE METERING

18 AND THE CUSTOMER CAN ELECT TO SUBSCRIBE EFFECTIVE WITH THE START OF THEIR NEXT BILLING CYCLE

19 SUBSCRIPTION IS ALSO CONTINGENT UPON THE AVAILABILITY OF SUITABLE METERING

20

21 WHAT IS THE FINANCIAL IMPACT ATTRIBUTABLE TO OFFERING TOU PRICING TO ADDITIONAL

22 CUSTOMERS IN ARKANSAS

23 AT THIS TIME THE IMPACT IS NOT KNOWN SINCE IT IS UNCLEAR HOW MANY CUSTOMERS WILL

24 SUBSCRIBE AND HOWSUBSCRIBERS WILL RESPOND IN THE INTERIM OGE ADJUSTED PRICE LEVELS

25



IN EACH TARIFF TO BE EQUIVALENT TO THE CORRESPONDING STANDARD RATE AFTER SUFFICIENT

EXPERIENCE WITH CUSTOMER RESPONSE IN ARKANSAS OGE WILL BE ABLE TO LINK PRICES MORE

CLOSELY TO COSTS BY TIME PERIOD

FIRST YEAR BEST RATE PROVISION

PLEASE DESCRIBE THE FIRST YEAR BEST RATE PROVISION OGE PROPOSES TO OFFER IN

CONJUNCTION WITH RTOU AND CTOU

THE FIRST YEAR BEST RATE PROVISION ALLOWS CUSTOMERS TO SUBSCRIBE TO RTOU OR CTOU

COLLECTIVELY RCTOU WITH ADDITIONAL SECURITY UNDER THE PROPOSED FIRST YEAR BEST RATE

10 PROVISION THE SUBSCRIBER WILL RECEIVE THE LESSER OF BILLING UNDER THE OTHERWISE APPLICABLE

11 RATE OAR AND BILLING UNDER THE RCTOU OGE PROPOSES THAT THIS PROVISION BE LIMITED

12 AND AVAILABLE ONLY TO FIRSTTIME SUBSCRIBERS TO RCTOU FOR THE INITIAL YEAR OF SERVICE UNDER

13 THE RCTOU TARIFF AFTER THE INITIAL TWELVE MONTHS CUSTOMERS WILL BE ASKED TO COMMIT TO

14 CONTINUED SUBSCRIPTION UNDER THE RCTOU OR RETURN TO THE OAR AND WILL NO LONGER BE

15 ELIGIBLE FOR BEST RATE TREATMENT

16

17 WHY DOES OGEPROPOSE THE FIRST YEAR BEST RATE PROVISION

18 EXPERIENCE WITH TIMEDIFFERENTIATED RATES IN OTHER JURISDICTIONS INDICATES THAT CUSTOMERS

19 MAY FIND THIS FEATURE COGENT REASON TO TRY OUT THE SERVICE FOR ONEYEAR TERM AND

20 OVERCOME THEIR CONCERNS OF HIGHER THAN EXPECTED BILLS MOREOVERTHIS PROVISION IS CRITICAL

21 TO ALLAYING CUSTOMERS CONCERNS OF WHETHER OR NOT THEY CAN REALIZE THE POTENTIAL BENEFITS

22 OF SUBSCRIPTION AND BE WILLING TO TRY OUT WHAT IS FOR MOST CUSTOMERS NEW WAY TO BUY

23 ELECTRICITY BECAUSE OF ITS IMPORTANCE IN OVERCOMING CUSTOMERS RELUCTANCE TO TRY THESE

24 PROGRAMS OGE PROPOSES TO OFFER THIS CUSTOMERPROTECTION PROVISION WITH RCTOU
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DAP PROGRAMDESCRIPTION

DAP ELIGIBILITY

IS THE PROPOSED DAP PROGRAM UNIQUE TO OGES CURRENT PORTFOLIO OF SERVICE

OFFERINGS

NO IT IS NOT DAP IS VIRTUALLY IDENTICAL IN ITS DESIGN TO THE PROGRAM THAT OGE HAS

OPERATED IN OKLAHOMA FOR ALMOST TWELVE YEARS OGES PROPOSED ARKANSAS DAP

PROGRAM INTRODUCES FEW DESIGN CHANGES THAT ARE IN RESPONSE TO THE EXPERIENCE GAINED IN

THE OKLAHOMAJURISDICTION OGE PROPOSES TO INTRODUCE DAP WITH CHANGES IN ARKANSAS

AND TO STANDARDIZE IT WITH THE PROGRAM OFFERED TO CUSTOMERS IN OKLAHOMA

10

11 WHOWOULD BE ELIGIBLE FOR SUBSCRIPTION TO DAP

12 DAP IS PROPOSED FOR CUSTOMERS WHO QUALIFY FOR THE PL OR PLTOU TARIFFS THE ELIGIBILITY

13 LIMITATIONS FOR DAP ARE THAT THIS SCHEDULE IS NOT AVAILABLE FOR RESALE OR IN CONJUNCTION

14 WITH THE COMPANYS SUPPLEMENTAL BACKUP AND MAINTENANCE SERVICES TEMPORARY SERVICE

15 UNMETERED SERVICE OR ANY TARIFFS AND RIDERS CONTAINING SPECIFIC EXCLUSIONS DISCUSS

16 THESE RESTRICTIONS BELOW

17

18 DAP SUBSCRIPTION

19 HOWDO CUSTOMERS SUBSCRIBE TO DAP

20 CUSTOMERS APPLY FOR SERVICE BY EXECUTING DAP SERVICE AGREEMENT ATTACHMENT TO

21 THE DAP TARIFF WHICH FOR DAP STIPULATES THE HOURLY CUSTOMER BASELINE LOAD CBL

22 QUANTITIES AND OTHER BILLING DETERMINANTS
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WHAT IS THE LENGTH OF THE INITIAL TERM OF SUBSCRIPTION

THE INITIAL TERM IS ONE YEAR

WHAT HAPPENS AT THE END OF THE INITIAL TERM

DAP SUBSCRIPTION IS AUTOMATICALLY RENEWED ON MONTHTOMONTH BASIS HOWEVER THE

SUBSCRIBER MAY CANCEL SUBSCRIPTION BY PROVIDING 30 DAYS WRITTEN NOTICE TO BECOME

EFFECTIVE AT THE START OF THE NEXT REGULAR BILLING CYCLE FOR THE CUSTOMER IF SUBSCRIPTION HAS

BEEN CANCELED THE SUBSCRIBER SHALL RETURN TO THEIR OTHERWISE APPLICABLE RATE BY FOLLOWING

THE PROCEDURES DESCRIBED BELOW

10

11 PLEASE DESCRIBE THE PROCESS FOR RETURNING DAP SUBSCRIBERS TO THEIR OAR

12 THE SUBSCRIBER MUST SUBMIT WRITTEN NOTICE THAT INDICATES THE SERVICE TO WHICH HE WISHES

13 TO RETURN THE SUBSCRIBER MAY ELECT ANY OTHER SERVICE FOR WHICH HE QUALIFIES FOR THE

14 PURPOSES OF DETERMINING THE SUBSEQUENT BILLING DEMAND FOR THAT TARIFF WHEN THAT

15 DETERMINATION INVOLVES COMPARING CURRENT METERED DEMAND WITH HISTORICAL LEVELS OGE

16 WILL USE THE CUSTOMERS CBL DEMANDS UNTIL SUCH TIME AS SUFFICIENT METER READINGS ON THE

17 NEW SERVICE ARE AVAILABLE TO ESTABLISH NEW BILLING DEMAND FOR EXAMPLE DAP

18 SUBSCRIBER WHORETURNS TO AN OAR WHICH CONTAINS DEMAND RATCHET PROVISION WILL BE

19 ASSIGNED BILLING DEMAND BASED ON THE GREATER OF EITHER THE CURRENT MONTHS METERED

20 DEMAND OR THE HIGHEST METERED DEMAND THAT WOULD OTHERWISE APPLY USING HISTORICAL

21 METER READINGS OR THE CBL WHICHEVER IS APPLICABLE
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HOWIS THE CBL DEVELOPED FOR CUSTOMERS

THE ROLE OF THE CBL IS TO ESTABLISH WHAT THE CUSTOMERS USAGE WOULD BE UNDER THE OAR

IN DEVELOPING THE CBL OGE WILL UTILIZE VARIETY OF METERED DATA INCLUDING HOURLY

LOADS RECORDED FOR THE CUSTOMER AND OTHER RELEVANT HOURLY LOAD DATA WHERE REQUIRED TO

DEVELOP COMPLETE PROFILE

IN SOME CASES OGE WILL NOT HAVE SUFFICIENT HISTORICAL TIMEDIFFERENTIATED DATA TO

DEVELOP AN ADEQUATE PROFILE FOR THESE CUSTOMERS THE CBL HOURLY PROFILE WILL BE DERIVED

FROM AVAILABLE DATA SOURCES SUCH AS OGES LIBRARY OF LOAD RESEARCH DATA AND FROM

LOAD PROFILES AVAILABLE FROM OTHER SOURCES ONCE BASE PROFILE HAS BEEN ESTABLISHED IT

10 WILL THEN BE RECONCILED TO MATCH THE CUSTOMERS BILLING QUANTITIES USING THE MOST RECENT

11 CONTINUOUS TWELVE MONTHS OF BILLING DATA RECONCILIATION ENSURES THAT THE KWH AND KW

12 QUANTITIES IN THE CBL CORRESPOND TO THE CUSTOMERS ACTUAL USAGE HISTORY OR TO PROJECTED

13 USAGE LEVELS

14 FOR CUSTOMERS WITHOUT SUFFICIENT HISTORICAL USAGE DATA PROJECTIONS WILL BE DEVELOPED BY

15 OGE USING DATA PROVIDED BY THE CUSTOMERTO ESTABLISH SERVICE CONNECTION AND SIZE LOCAL

16 FACILITIES

17 ONCE THE CBL IS ESTABLISHED FOR THE CUSTOMERS INITIAL SUBSCRIPTION TO DAP IT SHALL

18 REMAIN AT THAT LEVEL ADJUSTED FOR ANNUAL DATE MAPPING FOR CONTINUOUS SUBSCRIPTION TO

19 DAP SERVICE UNLESS BOTH OGE AND THE SUBSCRIBER AGREE TO CHANGES

20

21 WHAT IS DATE MAPPING

22 BECAUSE THE CBL INCORPORATES HOURLY KW LEVELS FOR EACH DAY THE DAYS OF THE PREVIOUS

23 YEAR MUST BE ASSIGNED TO THE CORRESPONDING DAYS OF THE NEXT YEAR TO MAINTAIN THE

24 CORRESPONDENCE OF WEEKDAYS WEEKENDS AND HOLIDAYS FROM THE PREVIOUS CBL TO
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COMPARABLE PERIODS IN THE NEW CBL THIS ASSIGNMENT PROCESS IS CALLED DATE MAPPING IN

ADDITION DURING LEAP YEARS FEBRUARY 29 HOURLY LOADS MUST BE ADDED TO THE CBL DATE

MAPPING IS PERFORMED EACH YEAR AND THE NEW CBL BECOMES EFFECTIVE ON JANUARY DATE

MAPPING DOES NOT MATERIALLY AFFECT THE LEVEL OF MONTHLY KWAND ANNUAL KWHIN THE CBL

WHAT CONSTITUTES CONTINUOUS SUBSCRIPTION

CUSTOMERS WHO MAINTAIN SUBSCRIPTION TO DAP UNINTERRUPTED BY CHANGE TO ANY OTHER

TARIFF SERVICE ARE CONSIDERED TO HAVE MAINTAINED CONTINUOUS SERVICE FOR THE PURPOSES OF

DETERMINING WHETHERTHE CBL IS MAINTAINED

10

11 WHAT HAPPENS TO THE CBL IF CUSTOMER AFTER BREAKING CONTINUOUS SERVICE TO DAP

12 DESIRES TO SUBSCRIBE AGAIN TO DAP

13 IF AT SOME FUTURE TIME THE CUSTOMER RESUBSCRIBES TO DAP OGE SHALL DEVELOP NEW

14 CBL USING THE SAME PROCEDURES USED FOR FIRSTTIME SUBSCRIBER

15

16 DAP COMMERCIAL SERVICE CHARACTERIZATION

17 WHAT IS THE GENERAL CHARACTER OF THE PROPOSED SERVICE

18 DAP PROVIDES FIRM ELECTRIC SERVICE EQUIVALENT IN ITS SERVICE RELIABILITY TO THAT ASSOCIATED

19 WITH OGES OTHER FIRM SERVICES DAP IS DISTINGUISHED FROM CONVENTIONAL TARIFFS IN THAT

20 ITS PRICES ARE NOT POSTED MONTHS OR YEARS IN ADVANCE INSTEAD NEW HOURLY PRICES ARE

21 POSTED ONE BUSINESS DAY IN ADVANCE
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HOWIS THE MONTHLY BILL DETERMINED UNDER DAP

THE MONTHLY BILL IS THE SUM OF THE STANDARD BILL THE DAP ENERGY CHARGE AND THE

ADMINISTRATIVE CHARGE

HOWIS THE STANDARD BILL COMPONENTCALCULATED UNDER DAP

THE STANDARD BILL CHARGE APPLIED TO THE BILL EACH MONTH IS THE COST OF THAT MONTHS CBL

UNDER THE PROVISIONS OF THE OAR AS FOLLOWS

STANDARD BILL CBL OAR WHERE

CBL OAR THE CBL BILLED UNDER THE PROVISIONS OF THE OAR

10

11 HOWIS THE DAP ENERGY CHARGE BILLED UNDER DAP

12 SINCE THE STANDARD BILL CHARGE COLLECTS THE BASE REVENUES THEREBY ESTABLISHING THE

13 REVENUE NEUTRALITY PROVISION THE DAP ENERGY CHARGE IS APPLIED TO CHANGES IN USAGE FROM

14 THE CBL DAP APPLIES THE HOURLY ENERGY PRICES TO CHANGES IN USAGE FROM THE CBL LOAD

15 KWH AS FOLLOWS

16 ECXPAL
17 WHERE

18 BC DAP MONTHLY ENERGY CHARGE

19 HOURLY DAP PRICE SKWH

20 AL HOURLY ACTUAL METERED LOAD KWH AND

21 CBL HOURLY CUSTOMER BASELINE LOAD KWH

22 THEREFORE THE SUMMATION OF THE HOURLY LOAD CHANGES MULTIPLIED BY THE CORRESPONDING

23 HOURLY PRICE EQUATES TO THE MONTHLY ENERGY CHARGE
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DAP PRICE POSTIN2S AND COMMUNICATION

HOWOFTEN ARE THE DAP ENERGY PRICES UPDATED

BY FOLLOWING FORMULATIONS APPROVED FOR OGES OKLAHOMA DAP PROGRAM AND UTILIZING

PROCEDURES AND PRACTICES THAT HAVE BEEN ESTABLISHED FOR THAT PROGRAMOGEWILL POST THE

HOURLY PRICES APPLICABLE FOR EACH DAY BY 400 PM ON THE PREVIOUS BUSINESS DAY

HOWEVER PRICES POSTED ON FRIDAYS AND PRICES POSTED TWO OR MORE DAYS IN ADVANCE WHEN

HOLIDAY INTERCEDES MAY BE REVISED AND REPOSTED ONE DAY IN ADVANCE OF THEIR EFFECTIVE

DATE BY OGE

10 HOWARE DAP PRICES DELIVERED TO CUSTOMERS

11 OGE PROPOSES TO OFFER CUSTOMERS SIMPLE YET RELIABLE MEANS ALONG WITH BACKUP

12 MECHANISM FOR RECEIVING DAP PRICES PRICES WILL BE POSTED DAILY TO CUSTOMERS VIA EMAIL

13 IN THE EVENT THAT SUBSCRIBER DOES NOT HAVE ACCESS TO EMAIL AN INTERNET WEB SITE

14 FACSIMILE TRANSMISSION OR TEXT MESSAGING VIA TELEPHONE WILL BE USED AS THE INTERIM MEANS

15 OF PRICE COMMUNICATION THE COST FOR PROVIDING THIS SERVICE IS COVERED BY THE MONTHLY

16 PROGRAM CHARGE

17

18 PLEASE DESCRIBE THE DAP ADMINISTRATIVE CHARGE

19 MONTHLY PROGRAM CHARGE OF 150 WILL BE ADDED TO THE BILL TO RECOVER THE COST OF

20 PROGRAM ADMINISTRATION BILLING AND DAILY PRICE COMMUNICATION THE PROGRAM CHARGE

21 COVERS THE COST OF PROVIDING 24 HOURLY ENERGY PRICES VIA SECURE INTERNET WEBSITE OR

22 FACSIMILE TRANSMISSION OGE WILL ALSO PROVIDE MONTHLY SUMMARY OF THE SUBSCRIBERS

23 CBL ACTUAL HOURLY LOADS AND HOURLY PRICES VIA THE WEBSITE TO CUSTOMERS
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DAP PRICING COMPONENT ELEMENTS

WHAT ELEMENTS COMPRISE THE DAP HOURLY ENERGY PRICE

THE HOURLY PRICE UNDER DAP IS COMPRISED OF FOUR COST COMPONENTS

MARGINAL ENERGY COST MEC

MARGINAL OUTAGE COST MOC

LOSSES LAF DEFINED BY VOLTAGE LEVEL AND

RISK ADJUSTMENT FACTOR RAF

THE MEC AND LAF COST COMPONENTS ARE INCLUDED IN ALL HOURS OF THE YEAR THE MOC

COMPONENT IS APPLIED ONLY IN THOSE HOURS WHEN THERE IS NEED TO AUGMENT THE DAP PRICE

10 SIGNAL BECAUSE OF EXPECTED SYSTEM CONSTRAINTS

11

12 PLEASE DESCRIBE THE MARGINAL ENERGY COST COMPONENT OF THE HOURLY PRICE

13 THE FIRST COMPONENT OF THE HOURLY PRICE THE MEC CONSISTS OF THE FORECASTED COST TO

14 OGE IN KWHTO PRODUCE AN ADDITIONAL KWH FOR THE SUBSCRIBER OR THE SAVINGS TO

15 OGE IF SUBSCRIBER REDUCES USAGE BY ONE KWH IN THAT HOUR IT IS CALCULATED BY

16 IDENTIFYING THE COSTS ASSOCIATED WITH THE OPERATION OF THE UNIT THAT WOULD SERVE LOAD

17 CHANGES IN THAT HOUR OR THE COST OF PURCHASED POWER IN THE CASE WHERE SUCH RESOURCE

18 WOULD BE DESIGNATED TO SERVE LOAD CHANGES THE MAGNITUDE OF THIS COMPONENT WILL VARY

19 WITH THE HOURLY MIX OF GENERATION RESOURCES THAT ARE AVAILABLE TO PROVIDE SERVICE TO

20 CUSTOMERS

21

22 PLEASE DESCRIBE THE MARGINAL OUTAGE COST COMPONENT

23 THE MOC REFLECTS THE RELATIONSHIP BETWEEN THE FORECASTED HOURLY LOAD AND THE FORECASTED

24 AVAILABILITY OF RESOURCES TO MEET THAT LOAD IN MOST HOURS THE PROBABILITY OF OGE NOT
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BEING ABLE TO SERVE ADDITIONAL LOAD ON FORECAST BASIS IS SMALL AND THE NEED TO PRICE

CONGESTION IS NEGLIGIBLE IF LOAD INCREASES CAUSE THE SYSTEM TO BECOMEMORE STRESSED THE

NEED TO REFLECT CONGESTION RISES IN PROPORTION TO THE INCREASE IN THE PROBABILITY OF LOSS OF

LOAD THE MOC COMPONENT SIGNALS CUSTOMERS THAT CONTINUED AND PROLONGED USAGE DURING

TIMES OF SYSTEM STRESS COULD RESULT IN OGE NEEDING TO INCREASE PRODUCTION CAPABILITY

OGE EXPECTS SUBSCRIBERS TO REDUCE CONSUMPTION AS PRICES RISE THEREBY EXERCISING

EFFICIENT PRICE RATIONING OF AVAILABLE RESOURCES

HOWARE LOSSES INCORPORATED

10 THE LOSS COMPONENT ADJUSTS THE DAP HOURLY COST ELEMENTS EXCEPT RAF FOR LOSSES

11 BETWEEN THE GENERATOR AND THE SUBSCRIBERS METER THE SYSTEM LOSS FACTORS WHICH CHANGE

12 BY SERVICE VOLTAGE LEVEL WILL BE TAKEN FROM OGES MOST RECENT APPROVED LOSS

13 ADJUSTMENT STUDY LOSSES ARE INCORPORATED INTO THE HOURLY PRICES BY APPLYING THE LAF TO

14 THE SUM OF THE MECAND MOC COMPONENTS

15

16 WHAT IS THE RISK ADJUSTMENT FACTOR COMPONENT

17 THE FINAL COMPONENT THE RISK ADJUSTMENT FACTOR RAF IS VARIABLE ADDER THAT

18 COMPENSATES FOR RISKS ASSOCIATED WITH THE IMPLEMENTATION OF THIS PROGRAM THE RISK

19 ADJUSTMENT FACTOR WILL BE CALCULATED FOR EACH HOURLY PRICE AS FOLLOWS

20 RAF STD BASECOST SUBJECT TO RAF OR

21 WHERE

22 RAF DAP RISK ADJUSTMENT FACTOR SKWH
23 SHARING PROPORTION BETWEEN AND INITIAL 05

24 STD THE AVERAGE PRICE UNDER THE OAR AND

25 BASECOST MEC MOC LAF
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WHY IS THE RISK ADJUSTMENT FACTOR ADDED TO THE HOURLY PRICES

THERE ARE TWO MAIN REASONS WHY RAF SHOULD BE INCLUDED IN THE HOURLY PRICES THE FIRST

AND PRIMARY REASON IS THAT OGE NEEDS TO MAKE PROVISION FOR THE RISKS ASSOCIATED WITH

SETTING PRICES DAY AHEAD BEFORE ITS COSTS ARE KNOWN THE SECOND REASON IS TO RECOVER

PROGRAM IMPLEMENTATION AND ADMINISTRATION COSTS NOT RECOVERED THROUGH THE MONTHLY

PROGRAM CHARGE

RENEWABLE ENERGY PROGRAM REP

PLEASE DISCUSS PROPOSED RENEWABLE ENERGY PROGRAMREP

10 THE REP RIDER OFFERS RENEWABLE SERVICES TO OUR CUSTOMERS OUR CUSTOMERS ARE ASKING

11 ABOUT OBTAINING RENEWABLE ENERGY AND APPEAR TO BE WILLING TO SUBSCRIBE TO AN

12 ENVIRONMENTAL TARIFF THE SOONER WIND FACILITY IS FULLY SUBSCRIBED AND THE COMPANY IS

13 EXPECTED TO HAVE 600 MWOF NEW WIND FARM RECS BUT HAS NO TARIFF IN PLACE TO SELL THEM

14 TO OUR RETAIL CUSTOMERS OGE PROPOSED TO RETURN PORTION OF THE MARGINS REVENUES LESS

15 DIRECT COSTS TO OUR CUSTOMERS AS AN OFFSET TO THE COST OF RENEWABLE DEVELOPMENTS

16

17 PLEASE DISCUSS HOWTHE REP RIDER FUNCTIONS

18 THE REP PROVIDES OUR CUSTOMERS AN OPPORTUNITY TO PURCHASE RECS TO REDUCE WHAT IS

19 COMMONLY REFERRED TO AS THEIR CARBON FOOTPRINT FOR EXAMPLE IF CUSTOMER CONSUMES

20 10000 KWH YEAR AND SUBSCRIBES FOR RECS AT THE 25 SUBSCRIPTION LEVEL THAT

21 PERCENTAGE WOULD FALL INTO THE LEVEL PRICING DESCRIBED IN THE TARIFFS SECTION ANNUAL

22 SUBSCRIPTION LEVELS AND PRICES THIS WOULD ADD MILLS PER EACH SUBSCRIBED KWH

23 CONSUMED TO THE CUSTOMERS BILL UNDER THIS EXAMPLE THE CUSTOMER WOULD PAY AN

24 ADDITIONAL 2250 ON THEIR ANNUAL BILL CUSTOMERS CAN CHOOSE TO PURCHASE LARGER QUANTITIES
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OF RECS AS SHOWNIN THE PROPOSED TARIFF BY OCTOBER 31 OF EACH YEAR THE COMPANY WILL

POST THE REC PRICING FOR THE FOLLOWING CALENDAR YEAR

WHAT TREATMENT DO YOU PROPOSE FOR REC SALES

THE COMPANY PROPOSES THAT 80 OF THE NET PROCEEDS FROM REC SALES ASSOCIATED WITH

NEW RENEWABLE RESOURCES BE CREDITED TO CUSTOMERS AS AN OFFSET TO FUTURE RENEWABLE

RESOURCE DEVELOPMENT AND FUND RESEARCH AND DEVELOPMENT REGARDING TECHNOLOGY AND

MITIGATION OF ENVIRONMENTAL CONCERNS THE REMAINING 20 WILL BE RETAINED BY THE

COMPANY THIS TREATMENT IS SIMILAR TO THAT PROPOSED TO AND AWAITING APPROVAL BY THE

10 OKLAHOMA CORPORATION COMMISSION AS AGREED TO IN SETTLEMENT OGE REQUESTS THAT THE

11 APSC APPROVE THE PROPOSED TREATMENT IN THIS DOCKET

12

13 FILINGS AND OTHER REGULATORY TREATMENTS

14 IS OGE REQUESTING SPECIFIC FINDINGS FROM THE COMMISSION WITH RESPECT TO THE

15 REGULATORY TREATMENT OF THE DAP PROGRAM

16 YES IT IS OGE REQUESTS THAT SPECIFIC FINDINGS BE INCLUDED IN THE COMMISSION ORDER

17 WITH RESPECT TO THE FUEL TREATMENT OF DAP KWH SALES AND FUEL COSTS AND THE

18 ACCOUNTING OF PARTICIPANTS LOADS FOR COSTING PURPOSES

19

20 WHAT FUEL TREATMENT DOES OGE REQUEST THE COMMISSION APPROVE FOR THE DAP

21 PROGRAM

22 THE FUEL TREATMENT OGEREQUESTS FOR DAP IS AS DESCRIBED BELOW

23 THE CBL LOAD OF DAP SUBSCRIBERS WILL BE SUBJECT TO THE FUEL RECOVERY CALCULATION
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THE NET INCREMENTAL AND DECREMENTAL USAGE OF DAP SUBSCRIBERS FROM THE CBL WILL

BE ADJUSTED IN THE ENERGY COST RECOVERY ECR CALCULATION

BOTH THE KILOWATTHOURS KWH AND THE CORRESPONDING MARGINAL FUEL COSTS

ASSOCIATED WITH NET INCREMENTAL AND DECREMENTAL DAP USAGE FROM THE CBL WILL BE

ADJUSTED IN CALCULATING THE MONTHLY FUEL RECOVERY BALANCES

THIS IS CONSISTENT WITH THE TREATMENT REQUESTED IN DOCKET NO 95358TF AND DOCKET NO

99205TE FOR SWEPCOS ARKANSAS RTP PROGRAMS AND IS REFLECTED IN FOOTNOTE TO THE

ECR RIDER

10 WHAT TREATMENT DOES OGE PROPOSE THE COMMISSION APPROVE FOR THE ACCOUNTING OF

11 FLAP SUBSCRIBERS LOADS FOR COSTING PURPOSES

12 OGE PROPOSES THAT THE DAP SUBSCRIBERS CBL USAGE BE USED FOR PURPOSES OF COST OF

13 SERVICE STUDIES

14

15 WHY DO YOU BELIEVE OGES PROPOSED APPROACH IS PROPER FOR COST OF SERVICE

16 STUDIES

17 THE OBJECTIVE OF THE DAP PROGRAM IS TO PRESENT MARGINAL COST BASED PRICES TO CUSTOMERS

18 SO THAT THEY MAKE CONSUMPTION DECISIONS BASED ON THE MARGINAL COST OF ADDING OR

19 SUBTRACTING AN INCREMENT OF LOAD FROM THE SYSTEM TO THE EXTENT SUBSCRIBERS LOAD VARIES

20 FROM THE CBL FOR DAP THE VARIATION IS IN RESPONSE TO THE MARGINAL COST SIGNALS PROVIDED

21 AND CAN BE CONSIDERED NOT TO OCCUR UNDER THE PRICE SIGNALS PROVIDED BY AVERAGE COST

22 EMBEDDED RATES BECAUSE OF THIS ATTRIBUTE OF THE MARGINAL COST PRICING OF THE DAP

23 PROGRAM OGE BELIEVES THAT IT IS APPROPRIATE TO USE SUBSCRIBERS CBL LOADS IN PREPARING

24 COST OF SERVICE STUDIES IN ADDITION THIS TREATMENT WAS APPROVED BY THE OKLAHOMA
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CORPORATION COMMISSION AND WAS THE TREATMENT REQUESTED FROM THIS COMMISSION IN

DOCKET NOS 95358TF AND 99205TF FOR SWEPCOS ARKANSAS RTP PROGRAMS

OGE ALSO REQUESTS THAT THE COMMISSION INCLUDE IN ITS ORDER IN THIS CASE FINDING OF

FACT ACKNOWLEDGING THAT CHANGES IN THE CBL USAGE ARE ATTRIBUTABLE TO THE MARGINAL PRICE

SIGNALS PROVIDED UNDER THE DAP PROGRAM AND WOULD NOT OCCUR UNDER THE OTHERWISE

APPLICABLE EMBEDDED COST RATES OGE COMMITS THAT THE REVENUE RESPONSIBILITY OF OTHER

CUSTOMERS SHALL NOT BE AFFECTED BY THE RECOVERY OR NONRECOVERY OF THE MARGINAL CAPACITY

COST COMPONENTS OF THE DAP PRICES AND THAT THERE SHALL BE NO PASSTHROUGH TO NON

PARTICIPATING CUSTOMERS OF EITHER DEFICIENCIES OR SURPLUSES IN THE NET RECOVERY OF SUCH

10 MARGINAL CAPACITY COST COMPONENTS

11

12 IS THE DAP TARIFF PROPOSED BY OGE DISCOUNT TARIFF

13 NO IT IS NOT THROUGH THE NATURE OF THE PROGRAMS TWOPART PRICING STRUCTURE TYPICAL

14 USAGE LEVELS REPRESENTED BY THE CBL ARE PRICED AT THE STANDARD TARIFF RATE AND THE

15 SUBSCRIBER THEREBY RETAINS THE EMBEDDED COST RESPONSIBILITY ASSIGNED TO IT UNDER OGES

16 TARIFFS ONLY USAGE THAT VARIES FROM THE CBL IS SUBJECT TO THE MARGINAL COST BASED PRICES

17 BECAUSE THE SUBSCRIBER IS FACED WITH MARGINAL COST BASED PRICING ANY LOAD CHANGES THE

18 SUBSCRIBER UNDERTAKES TO REALIZE BENEFIT ARE ALSO BENEFICIAL FROM RESOURCE ALLOCATION

19 PERSPECTIVE

20 DEFINE DISCOUNT TARIFF AS SITUATION WHERE CUSTOMER TAKES THE SAME PATTERN LEVEL

21 AND TYPE OF SERVICE THAT IS AVAILABLE UNDER STANDARD TARIFF BUT PAYS LOWER PRICE THAN

22 OTHER CUSTOMERS ON THAT TARIFF THIS DOES NOT CHARACTERIZE THE DAP PROGRAM THE

23 SUBSCRIBER FACES GREATER PRICE RISK THAN STANDARD CUSTOMER AND CAN CONVERSELY BENEFIT

24 BUT ONLY IF IT TAKES ACTIONS THAT ARE BENEFICIAL TO ITSELF AND TO OGES OTHER CUSTOMERS
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THIS CHANGED RISKREWARD RELATIONSHIP AND THE NEED TO TAKE AFFIRMATIVE ACTIONS TO RECEIVE

BENEFIT ESTABLISH THAT DAP IS NOT DISCOUNT TARIFF

IS THE DAP TARIFF UNDULY DISCRIMINATORY PREFERENTIAL PREJUDICIAL PREDATORY OR

ANTICOMPETITIVE

NO IT IS NOT THROUGH THE APPLICATION OF CBL FOR DAP CUSTOMERS SUBSCRIBERS RETAIN THE

EMBEDDED COST RESPONSIBILITY ASSIGNED UNDER OGES TARIFFS PRICES FOR INCREMENTAL

USAGEIE USAGE THAT VARIES FROM THE CBLEXCEED THE COST INCURRED BY OGETO SERVE

THAT USAGE THROUGH THE ASSUMPTION OF GREATER PRICE RISK AND THE NEED FOR SUBSCRIBERS TO

10 TAKE AFFIRMATIVE ACTIONS THAT ARE BENEFICIAL COINCIDENTALLY TO OGE AND ITS OTHER

11 CUSTOMERS IN ORDER TO RECEIVE BENEFIT THE DAP SUBSCRIBERS ARE NOT SIMILARLY SITUATED TO

12 NONPARTICIPANTS THEY HAVE BY THEIR OWNACTIONS ELECTED TO DISTINGUISH THEMSELVES FROM

13 OTHER CUSTOMERS CONSEQUENTLY SUBSCRIBERS ARE NOT FAVORED TO THE PREJUDICE OR

14 DISADVANTAGE OF OGES NONPARTICIPATING CUSTOMERS

15

16 IS OGES FIRST YEAR BEST RATE PROVISION PROMOTIONAL PRACTICE AS DEFINED UNDER

17 THE ARKANSAS PUBLIC SERVICE COMMISSION RULES AND REGULATIONS

18 NO IT IS NOT THE PROPOSED FIRST YEAR BEST RATE PROVISION TRIAL PROVISION DOES NOT QUALIFY

19 AS PROMOTIONAL PRACTICE AS DEFINED UNDER THE ARKANSAS PSC RULES AND REGULATIONS

20 GOVERNING PROMOTIONAL PRACTICES OF ELECTRIC AND GAS UTILITIES APSC DOCKET 90205R

21 ORDER NO 13 ENTERED MAY 1992 AS CLARIFIED AND AMENDED BY ORDER NO 14 ENTERED JULY

22 1992 AND ORDER 19 ENTERED JANUARY 25 1994
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HOWDOES THE APSC RULE DEFINE PROMOTIONAL PRACTICES

PROMOTIONAL PRACTICES ARE DEFINED AS ANY CONSIDERATION EXPRESSED OR IMPLIED OFFERED BY

PUBLIC UTILITY TO INDUCE CUSTOMER TO SELECT OR USE SERVICE OFFERED BY IT SECTION

DEFINITIONS THE RULES AND REGULATIONS THAT COVER SUCH PRACTICES SPECIFY SEVERAL

SPECIFIC CATEGORIES WHICH ARE DEFINED AS PROMOTIONAL PRACTICES AND ALSO LISTS SEVERAL THAT

ARE NOT TO BE CONSTRUED AS PROMOTIONAL ACTIVITIES IN PARTICULAR SECTION DEFINITIONS

RATES THAT REFLECT VARIATIONS IN THE UTILITYS ACTUAL COST OF PROVIDING SERVICE

INCLUDING BUT NOT LIMITED TO TIMEOFUSE SUMMERWINTER DIFFERENTIAL AND INTERRUPTIBLE OR

CURTAILABLE ARE EXPRESSLY DEEMED NOT TO BE PROMOTIONAL PRACTICES

10

11 WHY IS THE TRIAL PROVISION NOT PROMOTIONAL PRACTICE AS DEFINED UNDER THESE RULES

12 THE TRIAL PROVISION IS NOT PROMOTIONAL PRACTICE BECAUSE IT DOES NOT FIT EITHER THE LETTER OR

13 THE SPIRIT OF THOSE RULES THE COMMISSION SET FORTH THESE RULES GOVERNING CERTAIN

14 PROMOTIONAL PRACTICES IN ORDER TO REGULATE THE MANNER IN WHICH UTILITIES OFFERED OR

15 REPRESENTED THEIR SERVICES TO CUSTOMERS ESPECIALLY SERVICES THAT GO BEYOND THE NORMAL

16 OBLIGATION OF PROVIDING SAFE AND RELIABLE ELECTRIC AND THAT MIGHT BE AVAILABLE FROM

17 COMPETITIVE FIRM HAVE REVIEWED THE CRITERIA LAID OUT BY THE COMMISSION FOR DETERMINING

18 WHETHER PRACTICE IS PROMOTIONAL IN THE LIST OF INSTANCES THAT ARE TO BE CONSTRUED AS

19 PROMOTIONAL 10 OUT OF 12 CLEARLY DO NOT APPLY THEY REFER TO THE FINANCING OR OFFERING OF

20 CONSIDERATION BY THE UTILITY FOR WORK PERFORMED OR REAL GOODS SUCH AS APPLIANCES OR

21 EQUIPMENT PROVIDED TO CUSTOMER SECTION DEFINITIONS THROUGH THE

22 RISK FREE TRIAL PROVISION DOES NOT FIT ANY OF THOSE INSTANCES THE INSTANCE IN THE LIST ITEM

23 WHOSE TERMINOLOGY AT FIRST MIGHT BE CONSTRUED AS RELATING TO THE TRIAL PROVISION ON
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CLOSE INSPECTION WERE NOT MEANT TO APPLY TO PRACTICES SUCH AS THE OGES PROPOSED RISK

FREE TRIAL PROVISION

PLEASE ELABORATE ON THE PRACTICE IN THE LIST THAT YOU INDICATE IS NOT APPLICABLE DESPITE

THE FACT IT MIGHT APPEAR TO BE APPLICABLE

THE INSTANCE IS ITEM IN SECTION DEFINITIONS WHICH PROHIBITS WITHOUT

EXPLICIT COMMISSION APPROVAL THE GUARANTEEING OF THE MAXIMUM COST OF ELECTRIC OR GAS

UTILITY SERVICE THE RISK FREE TRIAL PROVISION DOES NOT GUARANTEE THE MAXIMUM COST OF

ELECTRIC SERVICE UNDER RCTOU INSTEAD IT ONLY ENSURES THE CUSTOMER THAT THE COST UNDER

10 THESE PROGRAMS WILL BE NO HIGHER THAN THE EXACT SAME SERVICE WOULD BE UNDER THEIR OAR

11 THE INCLUSION OF SUCH GUARANTEES AS BEING PROMOTIONAL APPEARS TO BE DIRECTED TOWARD

12 REGULATING PROMOTIONS THAT MIGHT DISASSOCIATE THE AMOUNT PAID FOR SERVICE FROM THE

13 METERED QUANTITY OF ENERGY OR DEMAND DELIVERED TO PROVIDE THAT SERVICE IN THE CASE OF

14 THE RISK FREE TRIAL PROVISION THE CUSTOMER IS BILLED FOR ACTUAL METERED SERVICE UNDER

15 APPROVED USAGE PRICES SINCE THE BILLS SIZE DEPENDS UPON THE QUANTITY OF ENERGY

16 CONSUMED THE RISK FREE TRIAL PROVISION IMPOSES NO IMPLICIT OR EXPLICIT LIMIT ON THE SIZE OF

17 THE BILL THE CUSTOMER RECEIVES AN ALTERNATE BILLING ONLY IF THE AMOUNT IT PAID UNDER THE

18 PROGRAM IN WHICH IT PARTICIPATED RTOU OR CTOU IS GREATER THAN THE AMOUNT IT WOULD

19 HAVE PAID FOR THE SAME LEVEL OF USAGE FOR THAT MONTH UNDER THE RATES AND PROVISIONS OF ITS

20 OAR

21

22 DOES THIS CONCLUDE YOUR DIRECT TESTIMONY AT THIS TIME

23 YES IT DOES
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EXHIBIT BJS1

PERFORMANCE GUARANTY CONTRACT

THIS PERFORMANCE GUARANTY AGREEMENT AGREEMENT MADE THIS DAY OF 20 IS

BY AND BETWEEN TYPE OF ENTITY ADDRESS

HEREINAFTER THE APPLICANT AND OKLAHOMA GAS AND ELECTRIC COMPANY CORPORATION ORGANIZED AND

EXISTING UNDER THE LAWS OF THE STATE OF OKLAHOMA LOCATED AT 321 NORTH HARVEY AVENUE OKLAHOMA

CITY OKLAHOMA 73012 HEREINAFTER THE COMPANY

WITNESSETH

WHEREAS IN CONNECTION WITH THE PROPERTY LOCATED ATIN
ARKANSAS THE PREMISES APPLICANT HAS REQUESTED THAT COMPANY

INSTALL ELECTRIC INFRASTRUCTURE IN ORDER TO PROVIDE INDETERMINATE ELECTRIC SERVICE TO THE PREMISES AND

WHEREASAPPLICANTS ESTIMATE OF THE ELECTRIC POWERNEEDS OF THE PREMISES WILL REQUIRE AN EXPANSION

OF COMPANYS PRESENT ELECTRIC SYSTEM AND DUE TO THEIR NATURE LOCATION VOLTAGE OR OTHER

CHARACTERISTICS THE REQUESTED FACILITIES ARE NOT LIKELY TO BE REQUIRED BY OTHER CUSTOMERS WITHIN FIVE

YEARS FOLLOWING THE REQUESTED DATE FOR THE PROPOSED SYSTEM EXPANSION AND

WHEREAS BECAUSE OF THE UNCERTAINTY THAT COMPANY WILL FULLY RECOVER ITS INVESTMENT IN SUCH

INFRASTRUCTURE EXPANSION IN THE EVENT APPLICANTS PROJECTED LOAD NOT MATERIALIZE AND THE NEED TO AVOID

PLACING THE BURDEN FOR THOSE COSTS ON COMPANYS OTHER CUSTOMERS AND

WHEREAS APPLICANT IS WILLING TO PROVIDE ASSURANCE THAT COMPANY WILL RECOVER ITS INVESTMENT IN THE

EXPANSION OF COMPANYS ELECTRIC SYSTEM BASED ON APPLICANTS PROJECTIONS IN THE EVENT THAT SUFFICIENT

REVENUE FROM SERVICE TO THE PREMISES IS NOT REALIZED

NOWTHEREFORE IN RECOGNITION OF THE FOREGOING PREMISES AND IN CONSIDERATION OF THE COVENANTS AND

PROMISES SET FORTH HEREIN BELOW COMPANY AND APPLICANT DO HEREBY AGREE AS FOLLOWS

ARTICLE DEFINITIONS

101 BASE REVENUE IS THE PORTION OF ELECTRIC REVENUE RECEIVED BY COMPANY DURING THE PERFORMANCE

GUARANTY PERIOD FOR ELECTRIC SERVICE TO THE PREMISES CONSISTING ONLY OF APPLICABLE BASE DEMAND

CHARGES BASE NONFUEL ENERGY CHARGES AND FACILITIES RENTAL CHARGES IF APPLICABLE BASE REVENUE

EXCLUDES WITHOUT LIMITATION CAPACITY PAYMENT CUSTOMER CONSERVATION ENVIRONMENTAL AND FUEL

CHARGES FRANCHISE FEES AND TAXES

102 PERFORMANCE GUARANTY PERIOD IS THE PERIOD OF TIME COMMENCING WITH THE DAY ON WHICH THE

REQUESTED LEVEL OF SERVICE IS INSTALLED AND AVAILABLE TO CUSTOMER AS DETERMINED BY COMPANY IN
SERVICE DATE AND ENDING ON THE THIRD ANNIVERSARY OF THE INSERVICE DATE EXPIRATION DATE

ARTICLE II PERFORMANCE GUARANTY AMOUNT

201 THE AMOUNT OF THE PERFORMANCE GUARANTY IS THE TOTAL COST OF FACILITIES TO BE INSTALLED TO SERVE THE

PREMISES AS ESTIMATED BY COMPANY LESS THE AMOUNTOF CONTRIBUTION IN AID OF CONSTRUCTION PAID IF

ANY BY THE APPLICANT PURSUANT TO COMPANYS GENERAL RULES AND REGULATIONS FOR ELECTRIC SERVICE

ESTIMATED TOTAL COST OF FACILITIES TO BE INSTALLED TO SERVE THE PREMISES

MINUS CONTRIBUTION IN AID OF CONSTRUCTION CIAC PAID BY APPLICANT

TOTAL COST LESS CIAC PAID BY APPLICANT



TIMES 146 PRESENT VALUE FACTOR

PERFORMANCE GUARANTY

THE APPLICANT SHALL PROVIDE THE ABOVESPECIFIED PERFORMANCE GUARANTY TO COMPANY PRIOR TO

COMPANY INSTALLING THE FACILITIES TO ENSURE THAT THE BASE REVENUE JUSTIFIES COMPANYSINVESTMENT

202 THIS AGREEMENT DOES NOT APPLY IN LIEU OF CIAC NOTHING IN THIS AGREEMENT SHALL BE CONSTRUED AS

PROHIBITING COMPANY FROM COLLECTING FROM APPLICANT CIAC FOR ELECTRIC SERVICE WHERE OTHERWISE

APPLICABLE

203 THE FACILITIES TO BE INSTALLED TO SERVE THE PREMISES TOGETHER WITH THEIR ESTIMATED COSTS ARE SHOWN

ON EXHIBIT OF THIS AGREEMENT

ARTICLE III PAYMENT AND REFUND

301 AT APPLICANTS OPTION THE PERFORMANCE GUARANTY MAY BE POSTED WITH COMPANY IN CASH OR MAY

BE SECURED EITHER BY SURETY BOND OR IRREVOCABLE BANK LETTER OF CREDIT IN FORM ACCEPTABLE TO

COMPANY AT THE END OF PERFORMANCE GUARANTY PERIOD OR UPON TERMINATION OF SERVICE BY APPLICANT

WHICHEVER IS EARLIER IF THE BASE REVENUE IS LESS THAN THE PERFORMANCE GUARANTY APPLICANT SHALL PAY

TO COMPANY AN AMOUNT EQUAL TO THE PERFORMANCE GUARANTY LESS THE AMOUNT OF BASE REVENUE

302 IF DURING THE PERFORMANCE GUARANTY PERIOD BASE REVENUE EQUALS OR EXCEEDS THE PERFORMANCE

GUARANTY AND APPLICANT SECURED THE PERFORMANCE GUARANTY THROUGH SURETY BOND OR IRREVOCABLE

LETTER OF CREDIT SUCH BOND OR LETTER OF CREDIT SHALL BE RELEASED OR CANCELLED OR THE AMOUNT SECURED BY

SUCH INSTRUMENT SHALL BE REDUCED BY THE AMOUNT OF THE PERFORMANCE GUARANTY AS APPLICABLE

303 IF THE APPLICANT ELECTS TO POST THE PERFORMANCE GUARANTY IN CASH THE COMPANY AGREES ON AN

ANNUAL BASIS TO REDUCE THE PERFORMANCE GUARANTY CASH BALANCE BY THE AMOUNT OF THE PREVIOUS YEARS

BASE REVENUE CHARGES AND CREDIT THE SAME AMOUNT TO APPLICANTS PREVIOUS YEARS ELECTRIC SERVICE

BILLING UNTIL SUCH TIME THE PERFORMANCE GUARANTY CASH BALANCE IS DEPLETED

304 IN THE EVENT THAT COMPANYS CONSTRUCTION OF FACILITIES SHOWNON EXHIBIT COMMENCES BUT IS NOT

COMPLETED DUE TO CHANGE IN APPLICANTS PLANS OR OTHER CIRCUMSTANCES RELATED TO THE PREMISES THAT ARE

NOT WITHIN COMPANYS CONTROL OR IF TWELVE MONTHS FOLLOWING THE EFFECTIVE DATE OF THIS AGREEMENT THE

COMPANY HAS BEEN UNABLE TO COMPLETE THE REQUESTED INSTALLATION AND PROVIDE AN INSERVICE DATE DUE

TO CHANGES OR DELAYS IN APPLICANTS SCHEDULE OR PLANS THE COMPANY SHALL BE IMMEDIATELY ENTITLED TO

AN AMOUNT OF THE PERFORMANCE GUARANTY EQUAL TO COMPANYS CONSTRUCTION EXPENDITURES INCURRED IN

CONNECTION WITH THIS AGREEMENT THEREAFTER COMPANY MAY ELECT TO TERMINATE THIS AGREEMENT AND THE

BALANCE IF ANY OF THE PERFORMANCE GUARANTY WILL BE REFUNDED IF APPLICANT POSTED CASH PERFORMANCE

GUARANTY

ARTICLE IV TERM OF AGREEMENT

THE TERM OF THIS AGREEMENT SHALL COMMENCE ON THE DATE FIRST ABOVE WRITTEN AND END ON THE EXPIRATION

DATE OR ON THE DATE BASE REVENUE EQUALS THE PERFORMANCE GUARANTY WHICHEVER IS EARLIER UNLESS

TERMINATED EARLIER PURSUANT TO SECTION 304

ARTICLE FINAL SETTLEMENT

UPON THE TERMINATION OR EXPIRATION OF THIS AGREEMENT ANY PORTION OF THE PERFORMANCE GUARANTY NOT

PREVIOUSLY REFUNDED OR OTHERWISE ELIGIBLE FOR REFUND UNDER THE TERMS OF THIS AGREEMENT SHALL BE

RETAINED BY COMPANY AND ANY REMAINING BALANCE OF THE PERFORMANCE GUARANTY THAT IS SUBJECT TO

LETTER OF CREDIT OR SURETY BOND SHALL BECOME IMMEDIATELY DUE AND PAYABLE



ARTICLE VI TITLE AND OWNERSHIP

TITLE TO AND COMPLETE OWNERSHIP AND CONTROL OVER THE ABOVEREFERENCED EXPANSION SHALL AT ALL TIMES

REMAIN WITH COMPANY AND COMPANY SHALL HAVE THE RIGHT TO USE THE SAME FOR THE PURPOSE OF SERVING

OTHER CUSTOMERS

ARTICLE VII ENTIRE AGREEMENT

THIS AGREEMENT SUPERSEDES ALL PREVIOUS AGREEMENTS OR REPRESENTATIONS WHETHER WRITTEN OR ORAL

BETWEEN COMPANY AND APPLICANT MADE WITH RESPECT TO THE MATTERS HEREIN CONTAINED AND WHEN DULY

EXECUTED CONSTITUTES THE ENTIRE AGREEMENT BETWEEN THE PARTIES HERETO

ARTICLE VIII HEIRS SUCCESSORS AND ASSIGNS

THIS AGREEMENT SHALL INURE TO THE BENEFIT OF AND BE BINDING UPON THE RESPECTIVE HEIRS LEGAL

REPRESENTATIVES SUCCESSORS AND ASSIGNS OF THE PARTIES HERETO BUT APPLICANT SHALL NOT ASSIGN THIS

AGREEMENT WITHOUT FIRST HAVING OBTAINED THE WRITTEN CONSENT OF COMPANY SUCH CONSENT NOT TO BE

UNREASONABLY WITHHELD

IN WITNESS WHEREOF APPLICANT AND COMPANY HEREBY HAVE CAUSED THIS AGREEMENT TO BE EXECUTED IN

TRIPLICATE BY THEIR DULY AUTHORIZED REPRESENTATIVES TO BE EFFECTIVE AS OF THE DAY AND YEAR FIRST WRITTEN

ABOVE

CHARGES AND TERMS ACCEPTED BY

OKLAHOMAGAS AND ELECTRIC COMPANY

APPLICANT PRINTTYPE NAME OF ORGANIZATION

BY BY

SIGNATURE AUTHORIZED REPRESENTATIVE SIGNATURE AUTHORIZED REPRESENTATIVE

TITLE TITLE
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