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1 I. INTRODUCTION 

2 Q. Please state your name and business address.

3 A. My name is Steven Gabel, and my business address is 417 Denison Street, Highland

4 Park, New Jersey 08904. I am presently employed as President of Gabel Associates, Inc.,

5 an energy, environmental, and public utility consulting firm.

6 Q. On whose behalf are you testifying?

7 A. I am testifying on behalf of Oklahoma Energy Results, LLC ("OER"), an intervenor in

8 this case.

9 Q. Please summarize your professional experience and educational background.

10 A. I am an economist who specializes in public utility economics and regulation. I have over

11 35 years of experience in the energy industry, working at the New Jersey Board of Public

12 Utilities ("NJBPU") and as an energy consultant at Gabel Associates. Over the years, my

13 responsibilities have included working as an economist for the NJBPU; Bureau Chief of

14 Electric Rates and Tariffs for the NJBPU; Director of the Electric Division at the NJBPU;

15 and Director of the Division of Solid Waste at the New Jersey Department of

16 Environmental Protection.

17 During my employtnent at the NJBPU, I worked extensively on various utility rate cases

18 and developed, implemented, and testified with respect to rate setting, alternative energy,

19 capacity and resource planning, long term power contracting, demand side management,

20 incentive regulation, cost of service, and tariff design initiatives. Starting in the 1990s, I

21 was also a participant in the development of the PJM Interconnection, L.L.C. (`PJM")

22 regional transmission organization (aTO") and I remain active evaluating issues with

23 respect to PJM, as well as other RTOs around the country, including the Southwest

24 Power Pool ("SPP").

25 From 1993 to the present, I have served as the President of Gabel Associates utilizing my

26 longstanding and diverse expertise in the field of energy. Gabel Associates is a consulting

27 firm that assists clients in strategic energy issues, regulatory matters, project development

28 of renewable and fossil fueled generation resources, and energy procurement in

29 wholesale and retail energy markets. The firm currently provides energy planning,

30 procurement and financial advice, strategic analysis, and expert testimony to a wide range

31 of public and private sector clients.
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1 I have also testified extensively before state regulatory and legislative bodies with respect

2 to ratemaking, cost of service, industry restructuring, energy policy, renewable energy

3 policy, and tariff design issues, including direct involvement in electricity planning,

4 policy, and resource evaluation. In addition, I am involved in tariff and policy

5 development with respect to energy, capacity, transmission, and related issues.

6 Finally, with respect to my understanding of commercial issues, I have been involved in

7 the development of over 250 fossil and renewable energy projects and hundreds of

8 energy transactions and power purchase agreements for energy commodities, combined

9 heat and power entities, bulk power generation, and renewable projects.

10 My educational background includes a BA in Economics from the University of

11 Pennsylvania and a MA in Economics from Rutgers University, where I studied price

12 theory, industrial organization, and the history of economic thought.

13 My professional experience is also detailed on my resume, which is attached as Exhibit

14 SG-1.

15 II. PURPOSE OF THIS TESTIMONY 

16 Q. Please describe the purpose of this testimony.

17 A. The purpose of my testimony is to evaluate Oklahoma Gas and Electric Company's

18 ("OG&F' or "the Company") application for preapproval pursuant to 17 O.S. § 286(C)

19 for acquisition of capacity through asset purchase in front of the Corporation Commission

20 of The State of Oklahoma ("Commission"); specifically, Cause No. PUD 201800159

21 (`Cause") for approval of OG&E's purchase of the AES Shady Point generating facility

22 and the Oklahoma Cogeneration facility ("Selected Projects").

23 Q. Can you please summarize OG&E's process in procuring and selecting the Selected

24 Projects?

25 A. Yes. On October 10, 2018, OG&E released a Request for Proposals ("RFP") for up to

26 approximately 500 MW of capacity deliverable to the OG&E service territory for the

27 years between 2019 and 2023. The RFP was not restrictive as to the number of bids

28 accepted, technology type, or fuel source. The RFP also allowed bidders to submit either

29 Asset Purchase Agreements ("APA") or Power Purchase Agreements ("PPA").

30 Following the receipt of bids on October 22, 2018, OG&E evaluated the proposals and

31 identified the Selected Projects as the candidates for purchase.
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1 Q. What information did you review in preparing this Testimony?

2 A. My assessments in this testimony are based upon review of the application, redacted

3 testimony, and certain discovery responses. However, my review does not include

4 analysis of all elements of the petitioner's presentation as I was not able to obtain access

5 to "Highly Sensitive Confidential Informatioe, including the Net Present Value of

6 Customer Cost ("NPVCC") analysis, which is a central element of the Company's

7 justification for its selection of the Selected Projects; and the scoring of individual

8 proposals.

9 I have identified a number of areas of concern regarding the assumptions, process, and

10 analysis undertaken by the Company. My testimony will review these issues and

11 recommend next steps for the Commission regarding this matter.

12 III. SUMMARY OF CONCLUSIONS 

13 Q. Please summarize your conclusions.

14 A. For a number of reasons, the proposal of OG&E is not in the interest of ratepayers, is

15 unfair and discriminatory, and should not be approved by the Commission. OG&E should

16 re-issue a modified RFP which is aligned with ratepayer interests.

17 These reasons are:

18 a) Approval of these asset purchases would be a significant "lost opportunity" for

19 OG&E to modernize its Oklahoma power generation fleet as the Selected Projects

20 are dated and inefficient relative to generation technologies available in the market

21 today. The Selected Projects have already been in service for 28 and 30 years

22 respectively and have heat rates (the primary measure of plant efficiency) that are

23 between 20% and 40% higher or worse than alternatives in the market today.1

24 OG&E's proposal to purchase the Selected Projects today denies ratepayers the

25 benefits of substantial improvements in power generation, including lower costs and

26 a hedge against future increases in fuel costs.

27 b) The results of OG&E's own economic analysis, the NPVCC, demonstrate that

28 purchase and ownership by the Company of the Selected Projects is not the best

29 economic or lowest reasonable cost choice for ratepayers. OG&E's own analysis

I Based upon new coal and combined cycle facilities according to the SPP 2017 State of the Market Report:
tps://www.spp.org/doc ument s/57928/spp mmu asom 2017.pdf
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1 makes it clear that there are lower cost choices available to ratepayers. This is not

2 surprising given the inefficiency and age of the Selected Projects. Inconsistent with

3 its own economic analysis, OG&E unreasonably emphasizes the lower "first cost"

4 of the older Selected Projects and undervalues the long-term capacity and energy

5 value that more efficient resources can provide to ratepayers.

6 c) Contrary to the statements of OG&E witnesses that the ownership of the Selected

7 Projects will shield ratepayers from risk, in fact, owning the Selected Projects will

8 instead impose risk on ratepayers since it exposes them to: i) increased electric rates

9 from increases in market fuel costs (i.e. increases in natural gas pricing as applied to

10 generation facilities with a high heat rate, a leading risk in power price increases);

11 and, ii) capacity risk that would harm ratepayers if more capital additions are

12 needed at the Selected Projects (or to replace them entirely) due to their age or

13 condition. This risk is also heightened if SPP changes its capacity rules to reduce

14 the capacity value of these units or if the performance of the Selected Projects

15 (which are currently among the oldest in SPP) degrade over time.

16 d) The selection process used by OG&E is unfair and discriminatory as it included

17 energy in the asset purchase selection process but excluded energy from its PPA

18 process. Therefore, since it was not a true market test, its results did not yield the

19 lowest reasonable costs for ratepayers. This unfair selection process resulted in a

20 lost opportunity that precluded the Commission from considering PPA options that

21 included energy purchases which would have delivered benefits to ratepayers.

22 Ownership of the Selected Projects is not a capacity only purchase, as stated by

23 OG&E witnesses; ownership of the assets is a capacity and energy purchase by

24 OG&E. If these purchases are approved, the Company's ratepayers will be

25 responsible for not only the cost of the capacity, but also for the cost of all fuel,

26 fixed and variable operation and maintenance, future capital additions, and closure

27 related costs. Asset bidders were allowed to propose asset sales that included these

28 energy purchases, yet OG&E precluded PPA offers which included sales of energy

29 in their proposals. In fact, PPA offers that included energy were eliminated from

30 evaluation as they were considered non-conforming to the RFP process. PPA

31 arrangements which include energy (dispatch or tolling agreements) are common in
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1 the power industry and their exclusion by OG&E prevented fair competition and the

2 opportunity to assess proposals that might provide benefits to ratepayers.

3 e) The design of the RFP evaluation process "double countecr the qualitative factors,

4 accounting for them in both the screening analysis and qualitative analysis. The

5 evaluation should have prioritized quantitative factors, such as the NPVCC (the key

6 metric of ratepayer impact), and placed less emphasis on qualitative factors

7 including RFP factors which were previously used to screen and eliminate bids.

8 0 The structure of the RFP, including the length of time provided to interested parties

9 to submit bids, may also have contributed to the poor acceptance rate of bids of

10 only 22%.

11 g) The conditions in the current and future capacity marketplace were presented by

12 OG&E in a manner to imply that it may be difficult to procure capacity in the

13 future. In fact, based upon SPP and OG&E data, there appears to be ample

14 uncommitted excess capacity available through 2023 to provide for the needs of

15 OG&E. This means that there is no reason to rush to a decision on the Selected

16 Projects, as a properly designed and implemented RFP would enable OG&E and the

17 Commission to review a wider range of alternatives and assess them in a manner

18 that provides greater ratepayer benefit, more efficient operations, and a hedge

19 against increases in energy, fuel, and capacity costs.

20 Moreover, ratepayers are not harmed by the Commission denying OG&E's

21 Application and requiring OG&E to re-solicit proposals. OG&E has provided its

22 estimate of the cost of a short-term purchase of capacity.2 Based on this OG&E

23 data, the short-term cost of capacity is $7.1 million, which has a lower rate impact

24 than OG&E's proposed annual revenue requirement of the Selected Projects of

25 $20.2 million (a savings of $13.1 million to ratepayers). This rate benefit does not

26 even include the benefits to be secured by issuance of a new RFP nor does it

27 include the rate reduction related to the expiration of its current PPAs with the

28 Selected Projects. Accordingly, there is adequate time for issuance of a new RFP

29 and the opportunity to avoid a substantial ratepayer impact which supports a

30 decision to deny the request for pre-approval of the Selected Projects.

2 Response to Data Request AG-1-17
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1 h) The purchase of the Selected Projects will likely increase net emissions causing

2 harm to the environment and people of the State of Oklahoma.

3 i) The Company overestimated the impact of imputed debt from the PPAs submitted

4 in the RFP and unfairly penalized PPA bids versus those which included APAs.

5 j) The Commission should be cognizant of the fact that the revenue requirements

6 provided by the Company to recover the costs of the purchase of the Selected

7 Projects do not include all costs related to the operation of the Selected Projects,

8 resulting in potential hidden additional costs to customers as a result of purchasing

9 the Selected Projects.

10 k) In light of the the age, low efficiency, operating capabilities, and higher emissions

11 rates of the Selected Projects, the Commission should review the points awarded to

12 the Selected Projects for the qualitative categories "Operational Characteristics and

13 Viability", "Locational Benefits, Reliability, Resiliency and Security", and

14 "Environmental Impacr to assure their reasonableness, especially with respect to

15 the other bids received.

16 Based on the above, I recommend that the Application be denied and that OG&E issue a

17 modified RFP which is aligned with ratepayer interests.

18 IV. OG&E ECONOMIC ANALYSIS 

19 Q. Did OG&E undertake an analysis of the economics of the bids to determine which

20 had the least cost (or greatest benefit) to ratepayers?

21 A. Yes. OG&E conducted a NPVCC analysis, as discussed elsewhere in my testimony,

22 which calculated the costs to ratepayers of each of the pre-screened bids.

23 Q: Did you assess the NPVCC methodology used to determine the economics benefits of

24 each bid?

25 A: No, I only reviewed the conclusions. However, the results provided by OG&E indicate

26 that, even by its own analysis, the Selected Projects do not offer the best economics of the

27 twenty-one (21) projects which cleared the OG&E pre-screen. This is significant since,

28 despite lower cost offers being available, OG&E is proposing to purchase the Selected

29 Projects due to other factors, including imputed debt from PPA offers and its qualitative

30 scoring of non-cost factors.

31
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1 It should also be recognized that the OG&E NPVCC analysis does not include

2 consideration of resource options that may be offered if a non-discriminatory and

3 reasonable RFP is issued (as discussed further elsewhere in this Testimony).

4 V. EXCLUSION OF ENERGY FROM PPA OFFERS 

5 Q: Why did OG&E exclude PPAs with energy sales from participating in its RFP

6 process?

7 A: OG&E's reasoning for excluding capacity and energy PPAs is detailed in two data

8 responses (AG-1-12, and AG-1-13) attached as Exhibit SG-2 and SG-3.

9 Q: Do these responses support exclusion of capacity and energy PPAs?

10 A: No. In fact, these responses make it clear why such offers should have been included in

11 the RFP process. Specifically, OG&E's response to AG-1-12 to this data request includes

12 the following:

13 "In a purchase power agreement that includes a fixed energy price, OG&E would

14 be required to purchase the energy from the counterparty even if the fixed energy

15 price is above the SPP Locational Marginal Price ("LMP'). In an asset purchase

16 agreement, OG&E would not have the requirement to dispatch the facilities if the

17 cost to produce energy is above SPP LMPs. Therefore, in an asset purchase

18 agreement, there is no energy price risk of paying energy prices higher than the

19 SPP LMPs."

20 The important flaws in this explanation by OG&E are that:

21 a) It only focuses on PPAs with a fixed energy price. A type of PPA that is common in

22 the industry is a "dispatch agreement" (or "tolling agreement") which gives the

23 buyer (OG&E in this instance) the sole right to determine whether and when the

24 seller's plant should be dispatched. When a dispatch agreement is in place, the

25 problem indicated above, that "OG&E would be required to purchase the energy

26 from the counterparty even if the fixed energy price is above the Locational

27 Marginal Price ("LMP")", cannot occur. Under a dispatch agreement PPA, OG&E

28 would only dispatch the generator when it was "in the money" and able to create

29 ratepayer benefits.

30
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1 b) The OG&E explanation for not allowing PPAs that included energy supply into the

2 RFP also fails to recognize ratepayer benefits that would flow from a dispatch

3 agreement PPA when a unit is dispatched. Such dispatch creates energy benefits

4 (the difference between the market energy price/LMP and the variable cost of the

5 generator) which are credited to ratepayers. In addition, renewable PPA resources

6 would also be able to provide energy benefits.

7 Q: Along the same lines, what is the problem with OG&E's response to Data Request

8 AG-1-13?

9 A: The response to Data Request AG-1-13 highlights one of the critical flaws in the

10 Company's selection and evaluation process. Specifically, AG-1-13 includes the

11 following:

12 "Excluding energy from purchase power agreements does not hinder the ability

13 of the counterparties to offer the energy into the SPP IM and to receive the

14 associated revenue, therefore, counterparties retain the ability to realize benefits

15 from generated energy."

16 As discussed above, a PPA which includes energy sales to OG&E allows ratepayers to

17 realize energy benefits instead of allowing such benefits to flow to the generation owner.

18 The fact that counterparties were able to retain the ability to offer energy into the SPP and

19 receive the associated revenue does not demonstrate that the RFP procured the best

20 possible offers. By disallowing the ability of bidders to include energy benefits, the RFP

21 restricted the potential benefits available to ratepayers.

22 Q: Does the OG&E economic analysis properly take into account energy benefits?

23 A: No, because OG&E only considers energy benefits as to asset purchases — plants it would

24 own and rate base. By virtue of the restriction in the RFP, OG&E takes the position that

25 PPA offers could not include the provision of energy. Simply put, OG&E's position that

26 it eliminated PPAs with energy sales prevented OG&E from assessing offers which could

27 have provided significant benefit to ratepayers.

28 Q: What magnitude of benefits was possible if OG&E had not eliminated PPA bids

29 with an energy component?

30 A: Two general examples can provide the Commission with a sense of scope of the energy

31 benefits that could be realized in one year alone, if 506 megawatts of more efficient
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1

2

generation had been selected instead of the older, less efficient asset purchases of the

Selected Projects:

3 a) The Selected Projects will provide estimated annual net energy benefits of between

4 $2.5 million and $4 million per year.

5 b) More efficient gas-fired generation with a heat rate of 7,000 BTU/MWh would

6 provide estimated annual net energy benefits of between $15 million and $25

7 million per year, which equates to between $11 million and $22.5 million per year

8 more than the Selected Projects.

9 c) Wind generation with no fuel cost would provide annual net energy benefits of

10 between $35 million and $45 million, which equates to between $31 million and

11 $42.5 million more than the Selected Projects.

12 As fuel costs and energy market prices increase so to do the benefits of the more efficient
13 alternatives.

14 Q: Do these benefits increase or decrease if natural gas costs and market energy prices

15 increase over time?

16 A: As market prices increase, the energy benefits of more efficient generation increase

17 relative to the less efficient Selected Projects. Newer, more efficient generators not only

18 provide immediate and recurring energy benefits, they act as a significant hedge against

19 future increases in market prices. While OG&E recommends a different result than I do,

20 it is worth noting that the general energy market view of OG&E's witnesses and their

21 approach to energy benefits in its cost analysis is consistent with mine: they state that

22 market energy prices are depressed, and their economic analysis includes energy benefits,

23 albeit and problematically for asset purchase selections only.3

24 Q: Can you summarize your position relative to OG&E's exclusion of PPAs that

25 include energy?

26 A: Because it included asset purchases that could provide energy while excluding PPAs

27 from providing the same service, OG&E's process was both unfair and discriminatory.

28 Moreover, OG&E prevented any consideration of PPA resources that could provide

29 capacity, realize energy benefits, and provide a hedge against increases in market

3 Response to Data Request AG-2-24
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1 capacity or energy costs to ratepayers. This restriction was not in the best interest of

2 ratepayers.

3 VI. ENERGY RISK

4 Q. Does including energy have risks to ratepayers?

5 A. Participation in any market includes risks. Purchasing aging assets also places risks on

6 ratepayers, as discussed elsewhere. As stated by Mr. Rose, "Energy market conditions

7 appear likely to be depressed."4 Because energy market prices are low, the potential for

8 the energy market prices to increase significantly outweighs the risk of the energy market

9 becoming further depressed. By not permitting bidders to offer energy services in a PPA,

10 OG&E lost the opportunity to realize energy price protection and to provide ratepayer

11 benefits.

12 Contrary to the position of OG&E that its choice of the Selected Projects shields

13 ratepayers from energy risk, in fact, its choice increases energy risk since the less

14 efficient generation selected by OG&E exposes ratepayers to the rate impact from

15 upward movement in fuel costs relative to more efficient generation.

16 Q. Are there risks related to purchase and ownership by OG&E of APAs that PPAs

17 would avoid?

18 A. Yes. Purchasing and operating a generator places performance-based risk on ratepayers.

19 If the asset or assets were to fail, require unscheduled maintenance, or incur increases in

20 capital or fixed operating expenses, those costs would be subject to cost recovery and be

21 borne by ratepayers. This risk can be mitigated through use of a PPA. PPAs are

22 instruments used to insulate ratepayers from risk. Typically, PPAs include provisions

23 which contain performance-based risk as the supplier is required to provide the product at

24 an agreed upon price regardless of cost increases or operational issues.

25 In addition, PPAs can hedge against volatile energy markets, providing ratepayers

26 protections against increases in electric prices. Since energy prices are depressed (as

27 confirmed by the Company), a PPA or asset purchase that yields lower cost energy could

28 represent an opportunity to lock in energy costs while they are low at a specified and

29 more efficient heat rate as compared to long-term energy market exposure, for the benefit

30 of ratepayers.

4 Rose Testimony page 8 lines 9-10
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1 VII. CAPACITY HEDGE 

2 Q. The OG&E testimony attempts to highlight the capacity benefit to be realized by the

3 Selected Projects; relying on the initial purchase price of the Selected Projects. Does

4 this presentation provide a complete picture to the Commission?

5 A: No. There are several other factors to consider that give the OG&E request fuller context.

6 While it is true that the "first cost" of the Selected Projects is low, there are several

7 factors that would cause the proposed purchase to not be the strong capacity hedge

8 advanced by OG&E. Moreover, as discussed elsewhere in this Testimony, OG&E's

9 presentation unreasonably minimizes energy value.

10 Q. What factors could harm the capacity value of the Selected Projects?

11 A: There are a number of factors that could limit the capacity value of the Selected Projects,

12 including:

13 a) Capital additions: as older generators, the Selected Projects are susceptible to

14 increased capital requirements to maintain their reliability. The Commission should

15 assure that adequate due diligence is performed with respect to this issue.

16 Moreover, as has been experienced increasingly across the United States, older

17 generation units have been retired as their going forward capital additions are

18 simply too costly relative to market forces and other generation available in the

19 market. As a regulated utility, OG&E would have a cost recovery mechanism for

20 such expenditures (unlike unregulated generators that have to be competitive as

21 their costs must be recovered through market revenues or PPAs). If OG&E were to

22 receive pre-approval of these purchases, it may decide to pursue continuing cost

23 recovery (resulting in higher rates) instead of retiring the units as uneconomic.

24 Either scenario is unattractive for ratepayers.

25 b) OG&E presents the Selected Projects as available assets for thirty more years. The

26 assets have already been in service for 28 and 30 years, making them older than

27 60% of the generation in SPP. If these units cannot continue operations or cannot

28 economically operate, the purported thirty-year hedge is lost. It's worth noting that

29 both assets will be more than 55 years old during the back end of OG&E's assumed

30 thirty-year life for these assets.
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1 c) Reduced availability over time reduces capacity value.

2 d) Changes in capacity rules diminish the value of these older assets.

3 Q. Please expand on this last point, as to how changes to capacity rules could negatively

4 impact value.

5 A. As Mr. Rose stated, "SPP can change capacity rules, subject to FERC approval, and

6 moreover, SPP can change rules without "grandfatherine — i.e. without locking in

7 previous arrangements, accreditation levels, etc."5 In an attempt to support the long term-

8 value of the capacity of the Selected Projects, Mr. Rose suggests that the Selected

9 Projects would be less susceptible to changes in rules regarding: 1) treatment of

10 intermittent capacity; 2) location and deliverability; and, 3) penalties imposed for lack of

11 performance.

12 However, contrary to Mr. Rose's testimony, these changes could also hurt the value of

13 the Selected Projects due to their ages, and changes to SPP flexibility requirements could

14 derate the capacity eligibility of the Selected Projects. Moreover, newer, more efficient

15 units and/or those subject to performance provisions in PPAs are less likely to suffer

16 performance problems that could impact capacity value.

17 Q. How do national capacity market trends, which are moving towards penalty

18 structures, impact the Selected Projects?

19 A. In PJM and ISO-NE, the RTOs in the Mid-Atlantic and in New England, new Capacity

20 Performance regulations have been put in place to assure reliability and resilience of

21 capacity resources. These Capacity Performance regulations have implemented severe

22 penalties for under- or non-performance during certain scarcity hours and events. In order

23 to comply, owners of older plants have been forced to invest large amounts of capital to

24 improve operations and have incurred increased annual costs to secure fuel availability

25 and maintenance improvements.

26 To the extent similar rules are implemented in the SPP, ratepayers could be responsible

27 for paying the cost of these upgrades or be required to pay the price of non-performance

28 should a scarcity event occur.

29

30

5 Rose Testimony page 9 lines 16-18
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1 VIII. CAPACITY MARKET CONDITIONS 

2 Q. Did the Company unreasonably inflate the existence and significance of an

3 impending capacity reserve shortage?

4 A. Yes. The Company claimed that deteriorating available capacity in the generating fleet

5 and increases in load within the region could result in diminished capacity reserve

6 margins which might increase the price to purchase capacity in the future. Specifically,

7 the Direct Testimony of Judah L. Rose states:6

8 OG&E can lock in very low capacity prices on long term agreements which

9 provide valuable protections to customers in the event that SPP market conditions

10 continue to transition through falling reserve levels, which would produce

11 increasing capacity prices.

12 Q. Did Mr. Rose provide an example of why the Commission should act now to

13 approve the purchase of the Selected Projects before the market tightens and

14 capacity prices increase?

15 A. Yes. Mr. Rose provides an example to "illustrate the potential for rapid tightening of the

16 capacity situation over time, and hence, the potential for higher capacity prices."7

17 According to Mr. Rose, his example "is shown not as a forecast but to highlight the

18 rapidity with which markets with excess capacity can come into balance when both the

19 numerator (capacity) and the denominator (peak demand) change at the same time to

20 lower reserve levels."8

21 In this example, Mr. Rose provides a hypothetical scenario where "Non-wind capacity

22 decreased 1.5 GW per year... until 2023"9 and where "peak demand unexpectedly also

23 grew at 2.0% per year, which would be higher than the SPP forecast, the reserve margin

24 would be zero in 2023."10

25 While I do not dispute the fact that a short capacity market could increase the price of

26 capacity, there is no evidence that the market will reach the levels illustrated in Mr.

27 Rose's example, which I find to be misleading as to the expected future of the market and

28 in direct conflict with SPP data.

6 Rose Testimony page 8 lines 15-18
'Rose Testimony page 7 lines 12-14
8 Rose Testimony page 7 lines 17-19
9 Rose Testimony page 7 lines 21-22
1° Rose Testimony page 8 lines 3-4
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1 Q. Contrary to Mr. Rose's example, what is SPP's actual forecast of future load,

2 generation, and reserve margins and is there a reasonably anticipated risk that

3 capacity might become scarce and costly?

4 A. On June 29, 2018, SPP published the SPP 2018 Resource Adequacy Report" ("SPP

5 Report"), which is provided to assess resource adequacy for the 2018 Summer Season in

6 SPP. This report provides a five-year outlook of demand and firm capacity, as well as

7 reserve margin and excess capacity. The SPP Report estimates that peak demand will

8 escalate by a compound annual growth rate of only 0.6% between 2018 and 2023.

9 Further, the SPP Report reviews firm available capacity (i.e. capacity eligible to meet

10 load requirements) and determines that it will decrease by only 0.26% per year (or only

11 843 MW in total) between 2018 and 2023. The firm available capacity determination

12 takes into consideration factors such as existing capacity additions, existing capacity

13 reductions, confirmed retirements, unconfirmed retirements, scheduled outages,

14 transmission limitations, external firm capacity purchases, external firm capacity sales,

15 and firm capacity resources (new and existing). This forecast incorporates nearly 7,000

16 MWs of capacity retirements, but still concludes that an available reserve margin of no

17 less than 22.8% in 2023, nearly double the 12% reserve margin requirement, will exist.

18 Q. Does the SPP Report offer any information about available excess capacity?

19 A. Yes. The SPP Report forecasts that by 2023, the SPP will have roughly 5,566 MWs of

20 excess capacity, which corresponds with the 22.8% reserve margin. In addition, the report

21 also provides an estimate of "SPP Excess Capacity — Generator Owner Only entities,

22 excluding wind and solar resources (Capacity not committed to an LRE)" which directly

23 correlates to available uncommitted capacity in the market. Contrary to Mr. Rose's

24 example, the forecast shows 120 MW of excess non-committed capacity in 2018. The

25 SPP's forecast for non-committed capacity grows substantially, to nearly 2,000 MWs in

26 2023. This equates to a compound annual growth rate of 74% per year.

27

28

29

30

11 haps://www.spp.org/documents/58196/2018%20spp%20june%20resource%2Oadequacv%2Oreportpdf
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1 Q. Does OG&E have a forecast that supports the SPP forecast?

2 A. Yes. OG&E's 2018 Integrated Resource Plan12 ("IRP") published a load forecast which

3 had a compound annual growth rate between 2019 and 2023 of 0.6%, in line with SPP's

4 load forecast.

5 Q. How has OG&E's peak load changed over the past 10 years?

6 A. Between 2008 and 2017, OG&E's reported system peak has grown at a compound annual

7 growth rate of 0.0% per year. Over the past five years between 2013 and 2017, OG&E's

8 reported system peak grew by a compound annual growth rate of 0.5% per year.

9 Q. Do you believe the Commission should consider Mr. Rose's illustrative example

10 when considering the approval of the Selected Projects?

11 A. No, I do not. Mr. Rose's example presents an unrealistic, unsupported scenario that

12 suggests the possibility of severe tightening of capacity, where the actual SPP data

13 projects the opposite. Excess non-committed capacity will increase significantly over

14 time and neither OG&E in its current IRP nor SPP believe load will increase at a rate

15 anywhere close to that presented in Mr. Rose's testimony.

16 IX. REQUEST FOR PROPOSAL STRUCTURE 

17 Q. Do you believe the RFP was structured in the best interest of OG&E ratepayers?

18 A. No. There are flaws in the RFP structure that resulted in the selection of the two Selected

19 Projects that are not in ratepayers' best interest.

20 Q. Please explain the evaluation process undertaken by the Company.

21 A. OG&E conducted a two-phased evaluation, the first phase screened resources and

22 eliminated them from the analysis if they were deemed non-conforming with the RFP.

23 The second phase contained a quantitative and qualitative analysis that in sum, awarded

24 points which were used to determine which proposals should be selected by the

25 Company.

26 Q. How many bids were received in response to the RFP and how many were

27 eliminated based upon the initial screening process?

28 A. A total of 94 bids were received in response to the RFP. According to Mr. Rose "21 bids

29 were considered fully conforming - i.e. met the requirements for evaluation (see Table 1).

12 haps://www.oge.contiwps/wcm/connecti7f162045-3463-48bb-a9ec-9f808947a298/FINAL+OGE4-2018+IRP+-
+Oklahoma.pdf?MOD=AJPERES&CACHEID=ROOTWORKSPACE-7f162045-3463-48bb-a9ec-9f808947a298-

mnKAr13 
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1 Those that were not considered conforming were either determined to be infeasible or

2 not-conforming to the requirements of the RFP."13 This represents a bid acceptance rate

3 of only 22%. A majority of the rejected bids were deemed "non-conformine for reasons

4 such as including energy in addition to capacity, material changes to the PPA or APA,

5 and the imposition of construction risk to OG&E. The remainder of the bids were

6 rejected for reasons such as size, timing, term, or completeness.

7 Q. What can you infer from the 22% acceptance rate?

8 A. The fact that over three-quarters of all bids received were rejected would suggest that the

9 Commission should review the process to determine whether adequate time was provided

10 for participants to respond, and whether there was adequate clarity in the RFP. One area

11 of concern the Commission should evaluate is the period of time respondents were

12 provided to prepare and submit a bid. The RFP was issued on October 10, 2018 with bid

13 responses due on October 22, 2018, twelve days (eight business days) later.

14 Q: Do you have a concern with respect to the weightings used in the quantitative and

15 qualitative evaluations?

16 A: Yes. The evaluation matrix placed a 50% weight on quantified economics and a 50%

17 weight on other qualitative factors. These qualitative factors included Contract Risk,

18 Costs and Benefits (15%), Operational Characteristics and Viability (10%), Locational

19 Benefits, Reliability, Resiliency, and Security (10%), Overall Project Development Risks

20 (5%), Resource Diversity and Scalability (5%), and Environmental Impacts (5%).

21 My concern is that the 50% weighting on qualitative factors is excessive because these

22 matters (related to projected likelihood and stability) were also the subject of the up-front

23 screening evaluation which rejected projects as infeasible or non-conforming. The use of

24 this initial screen means that the 50% weighting on non-economic factors is too high.

25 Instead a greater weight should be placed on the quantitative economic evaluation. This

26 economic evaluation goes to the heart of assuring that OG&E and the Commission

27 prioritize ratepayer beneflts since the economic evaluation (specifically the NPVCC

28 analysis) is the key metric that incorporates how each offer impacts ratepayers.

29

13 Rose Testimony page 31 lines 1-4
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1 Q. Are there specific categories within the qualitative analysis that concern you with

2 regard to the points awarded by the Company in their evaluation?

3 A. Yes. The Commission should carefully review the evaluations and points awarded for the

4 quantitative category titled "Operational Characteristics and Viability'. This section is

5 meant to capture, among other things, "an assessment of the project lifetime expectations

6 (i.e., remaining useful asset life), and an estimate of the reasonable capital investment

7 (cost and timing) expected to maintain the facility in sound operational order over

8 time."14 As explained in my Testimony, I have significant concerns as to whether the

9 Selected Projects will be able to provide service for the required thirty-year term, and

10 whether they will be able to provide service at a reasonable cost.

11

12

13

14 The issue of the expected useful life of the Selected Projects should also be viewed in the

15 context of market expectations, specifically what SPP's expectations are for the lifetime

16 of coal and natural gas plants. In SPP's 2020 Integrated Transmission Planning

17 Assessment Scope,15 SPP makes the assumption that "Coal generators over the age of 56

18 will be retired, while gas-fired and oil generators over the age of 50 will be retired."

19 Based on this assessment, because the Selected Projects are 28 and 30 years old already,

20 they would not be in-service for the thirty-year period required by OG&E in the RFP.

21 Q. Are there any other specific categories the Commission should review?

22 A. Yes. The Commission should also review the "Locational Benefits, Reliability,

23 Resiliency, and Security' category and the "Environmental Impacr category,

24

25 Specifically, the "Locational Benefits, Reliability, Resiliency, and Security' category is

26 meant to capture the expected asset life performance.

27

28 Regarding

29 the "Environmental Impacr category,

14 Rose Testimony page 23 lines 15-18
15 hups://www.spp.ora ocuments/59384/2020%2OITP%20scope MOPC%20Approved.docx
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3 The Commission should also consider the fact that the Selected Projects, with expected

4 low capacity factors, will be limited in their ability to provide ancillary services,

5 including voltage support, because of the low dispatch of the Selected Projects.

6 Q. Did OG&E's quantitative or qualitative analyses accurately take into account future

7 costs?

8 A. Based on the information available to me, I was unable to ascertain and review the future

9 capital, O&M, and decommissioning costs assumed for each bid evaluation. While I do

10 not know what OG&E assumed, the Commission should consider the trends and data

11 relative to increasing capital and O&M costs for aging coal and natural gas plants.

12 A June 2015 Study from the Institute of Energy Research16 explores the trend of upward

13 cost growth in aging coal and natural gas plants. The following graphs, provided in the

14 June 2015 Study, illustrate this trend by plant age for both coal and natural gas combined

15 cycle resources:

16 Figure 1: Ongoing Capital and Operating Expense for Coal Plants

1 7

18

19

20

21

PLANT AGE AT FORM 1 5A41PtE YEAR

haps://instituteforenergyresearch.org/wp-content/uploads/2015/06/ier lcoe 2015.pdf
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Figure 2: Ongoing Capital and Operating Expense for CC Gas Plants
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4 X. IMPUTED DEBT ON PPAs 

5 Q. How did the Company assess the credit impact of PPAs vs APAs?

6 A. The Company accepted both APA offers and PPA offers, including offers for capacity

7 only, while excluding PPA offers inclusive of an energy product, in the RFP process.

8 However, OG&E placed a financial penalty on PPA capacity only offers related to "the

9 debt equivalency of a PPA on a manner consistent with ownership treatment."17 Under

1 0 the valuation method used by OG&E, all asset sale offers received 10 points in this

11 category while point scoring for PPAs were penalized downward based on Mr. Rose's

12 imputed debt calculation. According to Mr. Rose, "The debt equivalency issue arises

1 3 when rating agencies impute debt to PPAs, thereby assigning a higher debt-to-equity ratio

1 4 for comparative rating purposes (the consequence could be a derating and/or higher

1 5 interest expenses) against the rate-based option."I8

1 6 Q. Do you agree with Mr. Rose's assessment of imputed debt on PPAs?

I 7 A. No, this factor should not have received weight in the OG&E evaluation. The weighting

1 8 method used by Mr. Rose is inconsistent with the studies he provided in this proceeding

19 and does not recognize the high certainty of recovery of PPA costs in this particular

20 matter. The two studies he provided in discovery were a report from Standard and Poor

1 7 Rose Testimony page 30 lines 17-18
18 Rose Testimony page 30 lines 18-21
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1 ("S&P Report') and a report from the California Public Utilities Commission ("PUC

2 Reporr).19

3 Q. How did you conclude that the imputed debt calculation presented by Mr. Rose is

4 unreasonable?

5 A. Mr. Rose used a debt equivalence of 25% which he states is "the risk factor employed by

6 Standard + Poor in its debt equivalency determination and is consistent with typical

7 ranges employer2° As explained in the S&P Report, the level of debt equivalence is

8 based primarily on the regulatory risks around PPA cost recovery. A higher risk that a

9 public utility commission will not allow a utility to recover PPA costs increases this

10 premium.

11 The 25% premium used by Mr. Rose is unreasonable because:

12 a) It only uses the method used by S&P and uses only the 25% risk factor of S&P

13 when S&P states that a factor of 0 to 50% can be used based on the regulatory

14 environment for rate recovery; rate mechanisms to recover costs; and counterparty

15 risk. Mr. Rose provides no analysis of these issues specific to OG&E and the

16 Commission and simply uses 25% because it "is consistent with typical ranges

17 employee.21

18 b) It does not recognize the fact that the other two rating agencies (Moody's and

19 Fitch) do not apply this risk premium in the same manner as S&P.

20 Moody's approach has been summarized as follows:

21 "Moody's does not apply a formula. Instead Moody's conducts qualitative

22 assessment of inherent risk to determine the degree to which company's

23 financial flexibility is affected by PPAs. Therefore, Moody's approach is

24 more subjective. "In certain cases, Moody's would not impute any debt

25 and in other cases consider PPAs as a positive risk mitigation factor.

26 Moody's recognizes that PPAs have been used by utilities as a risk

27 management tool. Thus, it will not automatically penalize utilities for

28 entering into contracts for the purpose of reducing risk associated with

19 Standard & Poor's Methodology for Imputing Debt for U.S. Utilities' Power Purchase Agreements (May 7, 2017)
and An Introduction to Debt Equivalency by the California Public Utilities Commission Policy & Planning Division
(August 4, 2017)
20 Rose Testimony Page 30 lines 24-26
21 Rose Testimony Page 30 lines 24-26
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1 power price and availability. Moody's looks at the aggregate commercial

2 position, evaluating the risk to a utility's purchase and supply

3 obligations. "22

4 Fitch's approach has been summarized as follows:

5 "Fitch assigns risk factor, which can range between 0 and 100%, based

6 on (1) PPA cost relative to market (market to market value is calculated

7 based on forecast), (2) likelihood of cost recovery taking into account lags

8 in regulatory recovery and probability of disallowances, (3) counterparty

9 credit quality i.e. risk of seller's default. Fitch focuses on out-of- money

10 positions with low cost recovery prospects. ' '23

11 c) Importantly, the specific circumstances in this matter lead me to conclude that

12 placing a risk premium on PPA offers is unreasonable and unfairly discriminates

13 against PPAs in the evaluation process. In this Cause, the risk of OG&E having to

14 absorb PPA payments, i.e. not recovering its payments from ratepayers, is

15 mitigated by: i) the history of this Commission of passing-through PPA payments

16 after it approves an agreement; and ii) the specific provisions of the PPA used by

17 OG&E that provide strong protection to OG&E that it will recover its PPA

18 payments. These PPA provisions (attached as Exhibit SG-4) include section 6 of

19 the PPA which requires OG&E to be obligated under the PPA only if the

20 Commission approves the PPA with express and strong rate recovery provisions

21 for its term; and the Force Majeure provision of the PPA which would enable

22 OG&E to suspend the PPA if (despite the up-front Commission approval) rate

23 recovery does not occur. Therefore, there is minimal risk, per OG&E's own RFP

24 terms, that OG&E would be saddled with the costs of PPA payments.

25 Q. Are there any other reasons why this debt equivalency should not be applied to PPA

26 bids?

27 A. There are several additional factors supporting my position that this imputed debt

28 weighting, which penalizes PPAs in the OG&E evaluation, should be removed. First,

29 asset ownership has its own risk of disallowance, that is, that future costs incurred at the

22 PUC Report Page 8
23 PUC Report Page 8
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1 Selected Projects would not be recovered in rates. Therefore, it is unreasonable to

2 penalize PPAs when asset ownership has its own set of risks. Second, penalizing PPAs

3 from a risk perspective does not recognize that PPAs are themselves risk management

4 tools. PPAs move construction, performance, and market risk to the seller, and reduce

5 risk to utilities. That is, PPAs protect utilities from risk they might otherwise have to

6 absorb if they owned the generating asset.

7 Q. Based on the above, what do you recommend with respect to OG&E's scoring bids

8 with an imputed debt calculation?

9 A. The use of the 25% premium and an automatic ten points for Asset Purchase bids by

10 OG&E placed an unreasonable penalty on PPAs in the OG&E evaluation. The risk

11 premium of 25% and the ten points available for the category should have been omitted

12 from the evaluation.

13 XI. RATEMAKING ISSUES 

14 Q. How are fuel costs and energy revenues accounted for in the revenue requirement

15 proposed by OG&E?

16 A. Ratemaking treatment of fuel costs and energy revenues are not set forth in the revenue

17 requirement testimony presented by OG&E witness Jason Bailey. OG&E has a separate

18 rider to recover fuel costs which represent an additional cost to ratepayers over and above

19 OG&E's rate request.

20 OG&E is also not clear in its testimony that Variable Operation and Maintenance costs

21 ("VOW') should only be recovered from market revenues and should not have a recovery

22 mechanism from the Commission. A mechanism for recovery for out-of-market VOM

23 costs would improperly distort the SPP energy market. Additionally, OG&E would need

24 to demonstrate the reasonableness of recovery of going forward costs.

25 Q. Do you have other concerns with the OG&E approach with respect to its impact on

26 specific rate classes?

27 A. Yes. I am concerned with how OG&E's emphasis on first or initial cost of capacity

28 instead of emphasizing energy value and ratepayer cost over the term would impact

29 specific rate classes and customers if the Selected Projects were approved.

30
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1 Q. What specific types of customers are improperly impacted by an RFP that does not

2 adequately value energy value?

3 A. I have concerns that all of OG&E's customers will be negatively impacted if the

4 Commission approves the Selected Projects. I am concerned that some of OG&E's

5 largest customers, such as industrial users, might be disproportionally and negatively

6 affected by this approach and by OG&E's selection of higher energy cost generators.

7 These customers typically have higher load factors and therefore are more exposed to

8 energy cost risk than capacity cost risk. The OG&E choice, if approved, will harm these

9 customers (and jobs at these sites) even more than it will affect average customers.

10 XII. ENVIRONMENTAL ISSUES 

11 Q. Does the Company make any claims regarding the emissions impact of the Selected

12 Projects?

13 A. Yes. The Company states that "since these facilities are already existing generating

14 assets, OG&E is not adding to the emissions profile of the State of Oklahoma."24 Further,

15 the last of the six qualitative criteria reviewed environmental impact, "including the

16 potential to reduce air emissions."25

17 Q. Do you agree with the Company's assessment of the emissions profile of the Selected

18 Projects?

19 A. No. Older coal and natural gas facilities convert fuel into electric energy less efficiently

20 than newer resources, and therefore produce more emissions per MWh. At the very least,

21 selection of new, more efficient resources would push the Selected Projects down the

22 dispatch stack and thereby decrease their production and reduce their production of

23 harmful emissions.

24 XIII. RECOMMENDATION 

25 Q. Based on your review what do you recommend?

26 A. Based on the above, I recommend that the Commission should not approve the purchase

27 of the Selected Projects as their purchase is not in the best interest of ratepayers and

28 based on a restrictive and discriminatory RFP. OG&E should issue a new RFP that is

24 Mitchell Testimony page 10 lines 6-8
25 Rose Testimony page 28 lines 1-7
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1 consistent with the above recommendations so that a wider range of proposals can be

2 reviewed and assessed in a manner that is consistent with ratepayer interests.

3 Purchasing the Selected Projects would deny ratepayers the benefits of substantial

4 improvements in power generation, including lower costs, secure capacity, and a hedge

5 against future increases in fuel costs. Approval of these asset purchases would be a

6 significant "lost opportunity" to continue to modernize Oklahoma's power generation

7 fleet as the Selected Projects are old and highly inefficient relative to generation

8 technologies available in the market today.

9 Q. Does this conclude your testimony?

10 A. Yes. However, I reserve the right to update this testimony to account for additional

1 1 information I may receive. Thank you.
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Exhibit SG-1

Steven Gabel
417 Denison Street

Highland Park, New Jersey 08904
732-296-0770

EDUCATION

M.A., Economics, Rutgers University, New Brunswick, New Jersey, price theory, industrial organization,
history of economic thought, 1981.

B.A., Economics, minor in Math, University of Pennsylvania, Philadelphia, Pennsylvania, Dean's List, cum
laude, 1978.

EMPLOYMENT HISTORY

PRESIDENT, Gabel Associates, Highland Park, New Jersey.
July, 1993 - Present

• provide a wide range of economic, technical, regulatory and marketplace advice and analysis in the energy,
solid waste and environmental industries;

• provide expert testimony on utility ratemaking and energy policy before regulatory and legislative bodies;

• assist private sector clients in the analysis and implementation of business ventures;

• assist public sector clients in reducing cost and expanding and improving the delivery of services.

DIRECTOR, Division of Solid Waste Management,
Department of Environmental Protection and Energy, Trenton, New Jersey.
September, 1991 - July, 1993

• directed the development and implementation of a comprehensive state solid waste management plan,
including the development of source reduction and recycling programs and regionalization of disposal
facilities;

• managed a staff of 210 in planning, recycling, source reduction, budget, administration, permitting, rate
setting, licensing and enforcement activities in the only comprehensive, economic and environmental
regulatoiy agency in the country;

• directed the economic evaluation of solid waste service agreements and waste collection and disposal rates
and the development of economic incentives and financial assistance to recycling activities;

• led the state's efforts in pursuing a target of recycling 60% of New Jersey's solid waste by 1996, through
financing, licensing, planning and market development efforts;

• directed the enforcement of New Jersey's solid waste environmental and economic regulations;

• managed the states landfill closure activities and disbursement of closure and post-closure funds;

• testified extensively before legislature and regulatory bodies.

DIRECTOR, Solid Waste Division
New Jersey Board of Public Utilities, Newark, New Jersey.
April 1990 - August, 1991



• supervised staff of 60 in the evaluation of solid waste economic issues and in the enforcement of the state's
solid waste laws;

• evaluated, designed programs and made recommendations in the areas of resource recovery, recycling,
regionalization of solid waste facilities, landfill and transfer station economics, landfill closure and post-
closure financing and enforcement strategy;

• testified extensively before legislative and regulatory bodies.

DIRECTOR, Electric Division,
New Jersey Board of Public Utilities, Newark, New Jersey.
February, 1983 - March, 1990

• designed programs, evaluated and made recommendations to the Board in the areas of finance, capacity
planning, cogeneration, small power production, cost of service, tariff design, demand side management,
economic analysis, utility fuel clauses, nuclear performance, load forecasting, service adequacy, revenue
requirements, incentive regulation and accounting;

• developed and implemented significant analytical methods and policies in cost of service and tariff design,
cogeneration and small power production procurement, demand side management incentives and nuclear
performance standards;

• supervised staff of 35 in the preparation of briefs, position papers, and economic and technical analysis;

• testified extensively before legislative and regulatory bodies; particular expertise in cost of service, tariff
design, cogeneration and small power production, demand side management, capacity analysis and incentive
ratemaking.

BUREAU CHIEF, Bureau of Electric Rates and Tariffs,
New Jersey Board of Public Utilities, Newark, New Jersey.
May, 1982 - February, 1983

• evaluated, designed programs and made recommendations to the Board in the areas of tariff design,
capacity planning, load forecasting, conservation, alternative energy, load management, and fuel clauses;

• supervised staff of 7 in the preparation of briefs, position papers, economic analysis and consumer responses;

• testified before legislative and regulatory bodies as necessary;

• managed agency activities related to the Public Utilities Regulatory Policies Act.

ECONOMIST, New Jersey Board of Public Utilities,
Newark, New Jersey.
January, 1980 - May, 1982

• analyzed and administered all areas of the Boards consideration of the Public Utilities Regulatory Policies
Act and Natural Gas Policies Act;

• performed economic analysis in the areas of tariff design and cost of service;

• wrote briefs and position papers;

• testified as necessary

2



APPOINTMENTS, TESTIMONY AND PAPERS

8/2018 Testimony on behalf of the Nautilus Offshore Wind Project before the New Jersey Board of Public Utilities

6/2018
Testimony on behalf of the Optional Industrial Water coalition in a New Jersey American Water Company
case

3/2018
Testimony on reactive rate service before the Federal Energy Regulatory Commission on behalf of Moxie
Freedom LLC

3/2018
Testimony on reactive rate service before the Federal Energy Regulatory Commission on behalf of St.
Josephs Energy Center LLC

10/2017
Testimony on reactive rate service before the Federal Energy Regulatory Commission on behalf of Carroll
County Energy LLC

9/2017
Testimony on reactive rate service before the Federal Energy Regulatory Commission on behalf of
Chambers Cogeneration, LP

9/2017
Testimony that included a review of the procurement process, cost-benefits, and ratemaking issues relative
to Mon Power's proposal to purchase the Pleasants facility before the Public Service Commission of West
Virginia

12/2016 Testimony on non-discriminatory access for renewable energy before the Puerto Rico Energy Commission

7/2016

_ .
Testimony on reactive rate service before the Federal Energy Regulatory Commission on behalf of Logan
Generating Company, LP

6/2015
Testimony on cost of service and tariff design before the Pennsylvania Public Utility Commission on the
PECO rate case

6/2015
Testimony on cost of service and tariff design before the Pennsylvania Public Utility Commission on the
PP&L rate case

5/2015
Testimony before the Connecticut Public Utilities Regulatory Authority on the lberdrola/United
Illuminating merger

4/2015 Testimony before the Maryland Public Service Commission on the Exelon/Pepco merger

1/2015 Testimony before the Delaware Public Service Commission on the Exelon/Pepco merger

11/2014 Testimony before the New Jersey Board of Public Utilities on the Exelon/Pepco merger

9/2014
Testimony before the Virginia State Corporation Commission regarding tariff changes proposed by
Appalachian Power Company

12/2013
Testimony before the New Jersey Board of Public Utilities on behalf of Fishermen's Energy regarding its
proposed offshore wind project

2008 — 2013
Frequent testimony before the New Jersey Assembly Telecommunication and Utilities Committee and
Senate Environment Committee on various energy issues

2010 Serves on New Jersey's Solar Alternative Compliance Payment (SACP) Subcommittee (through the present)



4/2007 Testimony before the New Jersey Senate Environment Committee on climate change

2/2007
Testimony before the New Jersey Assembly Environment and Solid Waste Committee on the New Jersey
Global Warming Response Act

10/2006
Testimony on behalf of the Optional Industrial Water coalition in a New Jersey American Water Company
case

1/2006
Testimony before the New Jersey Assembly Telecommunication and Utilities Committee regarding key
energy issues for New Jersey

2004 — 2008 Served as Co-Chair of New Jersey's Renewable Energy Committee

1/2003 Appointed to and Served on Governor's Renewable Energy Task Force

8/2002 Appointed to and Served on Governor's Deferred Balances Task Force

4/2002
Testimony before the New Jersey Assembly Telecommunications and Utilities Committee regarding Four-
Year Restructuring Transformation Period

11/2001
Testimony before the New Jersey Office of Administrative Law on the Atlantic City Electric Company/
PEPCO Merger Filing

4/2001
Testimony before the New Jersey Office of Administrative Law on the FirstEnergy Corporation and Jersey
Central Power and Light Company Merger Filing

7/1999
Testimony before the New Jersey Office of Administrative Law on The Matter of the Petition of the Mount
for Approval of an Increase in Rates For Service

11/1998
Testimony before the New Jersey Senate Natural Resource and Environment Committee on electric industry
restructuring

11/1998
Testimony before the New Jersey Assembly Policy and Regulatory Oversight Committee on electric
industry restructuring

3/1998 Testimony before the New Jersey Board of Public Utilities on electric industry restructuring issues

2/1998 Affidavit before the Federal Energy Regulatory Commission on New York Power Pool Governance issues

1/1998
Testimony before the New Jersey Office of Administrative Law on Rockland Electric unbundled rate and
stranded cost filing

12/1997
Testimony before the New Jersey Office of Administrative Law on Atlantic Electric unbundled rate and
stranded cost filing

11/1997
Testimony before the New Jersey Office of Administrative Law on GPU Energy unbundled rate and
stranded cost filing

11/1997
Testimony before the New Jersey Office of Administrative Law on PSE&G unbundled rate and stranded
cost filing

10/1997
Testimony before the New Jersey Department of Environmental Protection on proposed NOx Allocation
regulations

6/1997 Testimony before the New Jersey Board of Public Utilities on exit fees

5/1997 Testimony before the New Jersey Assembly Policy Committee with respect to energy taxes



8/1996 Testimony on electric industry restructuring before the New Jersey Board of Public Utilities

4/1996
"Solid Waste Rate Regulation and the Structure of the Solid Waste Collection Industry", testimony before
the Assembly Agriculture and Waste Management Committee on behalf of the National Solid Wastes
Management Association, New Jersey Chapter

12/1995
"Solid Waste Rate Regulation", testimony before the New Jersey Assembly Solid Waste Committee
on behalf of the National Solid Wastes Management Association, New Jersey Chapter

9/1995
"In the Matter of the Petition of New Jersey-American Water Company, Inc. For an Increase in Rates for
Water and Sewer Service And Other Tariff Modifications'", testimony before the Office of Administrative
Law on behalf of the Bulk Purchasing Coalition

8/1995
"Standards for Setting Flex-rates", testimony before the New Jersey Board of Public Utilities on behalf of
the Independent Energy Producers of New Jersey

6/1995
"Rate Flexibility and Altemative Ratemaking", testimony before the Senate Natural Resources and
Economic Development Committee on behalf of the Independent Energy Producers of New Jersey

6/1995
"Rate Flexibility and Alternative Ratemaking", testimony before the Assembly Policy and Rules Committee
on behalf of the Independent Energy Producers of New Jersey

5/1995
"Analysis of Rate Flexibility and Altemative Ratemakine, testimony before a joint hearing of the New
krsey Senate National Resources and Economic Development Committee and the Assembly Policy and
Rules Committee, on behalf of the Independent Energy Producers of New Jersey

4/1995
"New Jersey Energy Tax Policy', testimony before the New Jersey Board of Public Utilities and the New
Jersey Department of Treasury on behalf of the Independent Energy Producers of New Jersey

11/1994
"In the Matter of the Motion of Public Service Electric and Gas Company for increases in its levelized
energy adjustment clause and levelized gas adjustment clause, testimony before the New Jersey Office of
Administrative Law on behalf of the Independent Energy Producers of New Jersey

9/1994
"In the matter of the DEP's Proposed Amendments and Proposed New Rules for NOx Emissions",
testimony before the New Jersey Department of Environmental Protection on behalf of the Independent
Energy Producers of New Jersey

5/1994
"Approaches to Rate Flexibility for Utilities", testimony before the Board of Regulatory Commissioners on
behalf of the Independent Energy Producers of New Jersey

12/1993
"Analysis of Rate Flexibility Legislation", testimony before the New Jersey Assembly Energy and
Environmental Committee on behalf of the Independent Energy Producers of New Jersey

11/1993
"Analysis of Rate Flexibility Legislation", testimony before the New Jersey Joint Committee on Economic
Development on behalf of the Independent Energy Producers of New Jersey

9/1993
"Assessment of the Proposed Agreement between Public Service Electric and Gas Company and the
Bayway Refinery", testimony before the Board of Regulatory Commissioners on behalf of the Independent
Energy Producers of New Jersey

4/1993
"Allocation of Resource Recovery Bond Funds", testimony before the New Jersey State Senate Local Public
Affairs Committee

11/1992
"Options for Financing Solid Waste Projects", testimony before the New Jersey State Assembly Solid
Waste Committee

2/1992
"New Jersey's Solid Waste Direction: The Drive to Self-Sufficiency", testimony before the New Jersey
State Assembly Solid Waste Committee

9/1991
"Public vs. Private Sector incentives in Solid Waste Planning", testimony before the New Jersey State
Assembly Solid Waste Committee



4/1991
"Refinements in Rate Reform in the Solid Waste Collection Industry", testimony before the New Jersey
State Assembly Solid Waste Committee

2/1991 "Initiatives in Recycling", testimony before the New Jersey State Assembly Solid Waste Committee

10/1990 "Advances in Solid Waste Policy", Environmental Expo, Edison, New Jersey

6/1990
"Rate Reform in the Solid Waste Collection Industry', testimony before the New Jersey State Assembly
Solid Waste Committee

2/1990
"New Jersey Energy Policy', testimony before the New Jersey State Assembly Natural Resources and
Energy Committee

7/1989
"Cogeneration and Small Power Production Policy in New Jersey", Cogeneration and Small Power
Production Conference, Newark, New Jersey

6/1989
"The Future of the New, Unregulated Electric Utility Industry", panel discussion, 1989, Cogeneration and
Independent Power Congress, Atlantic City, New Jersey

5/1989
"Competitive Bidding: A View From The State Regulators", National Association of Energy Service
Companies Conference, Coral Gables, Florida

4/1989
"Electric Supply Planning", The Looming Crisis in Electric Power Generation Conference, Arlington,
Virginia

3/1989
"Real vs. Phantom Competition in the Power Industry: Who Wins?", New Jersey Energy & Facilities
Management Expo, Secaucus, New Jersey

2/1989
"Utility Advertising Costs and Competition in Fuel Markets", testimony before the New Jersey State Senate
Committee on Energy and Environment

1/1989
"New Jersey's Cogeneration Policy', Alternate Energy/Independent Power Producers Seminar, New York,
New York

1/1989
"A Regulatory Approach to Alternative Power Development", Rutgers University Workshop on
Regulation, Newark, New Jersey

12/1988
"Competitive Bidding", Middle States Independent Power Producers Association Conference, Philadelphia,
Pennsylvania

12/1988
"Regulatory Incentives for Reliable, Low-Cost Energy Generation", New Jersey Board of Public Utilities
Electric Conference, New Brunswick, New Jersey

10/1988
"In the Matter of the Joint Application of Public Service Electric & Gas Company and Eagle Point
Cogeneration Partnership for Approval of Power Purchase and Interconnection Agreement", testimony
before the New Jersey Board of Public Utilities

9/1988
"Nuclear Performance Standards", testimony before the New Jersey State Assembly Committee on Energy
and Environment

6/1988
"United States and New Jersey Cogeneration Policy", Confederation of Engineering Industry of India,
Mission on Cogeneration Conference, Newark, New Jersey

2/1988
"New Jersey's Regulatory Approach to Packaged Cogeneration", National Conference on Packaged
Cogeneration Systems, Orlando, Florida

9/1987
"In the Matter of Cogeneration and Small Power Production", testimony before the New Jersey Board of
Public Utilities

4/1987
"Blueprint for Fair Competition", Energy Bureau Cogeneration and Small Power Production Conference,
Arlington, Virginia

3/1987 "Cogeneration - A New Jersey Success Story", Administrative Law Conference, Somerset, New Jersey
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3/1987 "Cogeneration in New Jersey", IEEE Meeting, Nutley, New Jersey

11/1986
"In the Matter of Public Service Electric & Gas, A Review of the Reasonableness of Hope Creek Costs",
testimony before the New Jersey Board of Public Utilities

10/1986
In" the Matter of the Petition of Atlantic City Electric Company to Form a Holding Company', testimony
before the New Jersey Board of Public Utilities

6/1986
In" the Matter of Atlantic City Electric Company Nuclear Performance Standards", testimony before the
New Jersey Board of Public Utilities

6/1986
In" the Matter of Public Service Electric & Gas Company, Nuclear Performance Standards", testimony
before the New Jersey Board of Public Utilities

6/1986
"In the Matter of Public Service Electric & Gas Company, A Review of the Various Ratemaking Options
for Hope Creek", testimony before the New Jersey Board of Public Utilities

4/1986
In" the Matter of Public Service Electric & Gas Company, Electric Tariff Design", testimony before the
New Jersey Board of Public Utilities

2/1986
" the Matter of Jersey Central Power & Light Company's Nuclear Performance Standards", testimonyIn
before the New Jersey Board of Public Utilities

12/1985
"In the Matter of the Petition of Jersey Central Power & Light Company for an Increase in Rates",
testimony before the New Jersey Board of Public Utilities

7/1985 "Analysis of the Draft Energy Master Plan", testimony before the New Jersey Department of Energy

4/1985 "Nuclear Performance - A Regulatory Outlook", Administrative Law Conference, Somerset, New Jersey

4/1984
"In the Matter of Jersey Central Power & Light Company Fault Phase IL Three Mile Island Accident
Pursuant to Fault Determination Act", testimony before the New Jersey Board of Public Utilities

10/1983
"Electric Tariff Design for the Public Service Electric & Gas Company', testimony before the New Jersey
Board of Public Utilities

9/1983 "The Regulatory Outlook on Cogeneration", The Association for Chemical Engineers, Nutley, New Jersey

1/1983
"New Jersey Board of Public Utilities Cogeneration Policy', testimony before the New Jersey State Senate
Subcornmittee on Energy and Environment

12/1982
"Utility Service Termination Policy', testimony before the New Jersey State Senate Subcommittee on
Energy and Environment

11/1982
"Allocation of New York Hydro-Power to Neighboring States", testimony before the Power Authority of
the State of New York

4/1982 "New Jersey Board of Public Utilities Cogeneration Policy', New York Cogeneration Society

1/1982 "A Prospective on Load Management", IEEE Convention, New York City

1/1982
"Electric Cost Allocation for the Boston Edison Company', testimony before the Massachusetts
Department of Public Utilities

10/1981
"Pricing of Power from Qualifying Cogeneration and Small Power Production Facilities", testimony before
the Pennsylvania Public Utilities Commission

6/1981
"Regulatory Policy Toward Cogeneration and Small Power Production", New Jersey Cogeneration
Conference, Princeton, New Jersey



5/1981
"In the Matter of Cogeneration and Small Power Production", testimony before the New Jersey Board of
Public Utilities



Exhibit SG-2

Attorney General
Data Request AG-1

Cause No. PUD 201800159

1-12 Please refer to the direct testimony of Keith Mitchell, page 8, lines 12 through 13,
where Mr. Mitchell states the following: "OG&E only needed capacity and did not
want to take on added energy price risk." Did OGE require bidders making asset
purchase offers to retain energy price risk? If so, please identify the page in the
Request for Proposals document or model Asset Purchase Agreement stating that
the seller must retain energy price risk. If not, please provide a detailed explanation
for why OGE would accept energy price risk for asset purchases but not for
purchased power agreements.

Response*: Asset purchase offers did not include a requirement for the bidders to retain
energy price risk because when an asset is purchased, the seller no longer owns the asset
and the energy such asset produces. In a purchase power agreement that includes a fixed
energy price, OG&E would be required to purchase the energy from the counterparty even
if the fixed energy price is above the SPP Locational Marginal Price ("LMP"). In an asset
purchase agreement, OG&E would not have the requirement to dispatch the facilities if the
cost to produce the energy is above SPP LMPs. Therefore, in an asset purchase agreement,
there is no energy price risk of paying energy prices higher than the SPP LMPs.

Response provided by:
Response provided on:
Contact & Phone No:

Leon Howell
January 16, 2019
Jill Butson 401-551-3285

*By responding to these Data Requests, OG&E is not indicating that the provided information is relevant or material
and OG&E is not waiving any objection as to relevance or materiality or confidentiality of the information or
documents provided or the admissibility of such information or documents in this or in any other proceeding.



E xh ibit SG-3

Attorney General
Data Request AG-1

Cause No. PUD 201800159

1-13 Please refer to the direct testimony of Keith Mitchell, page 8, lines 12 through 13.
Did OGE consider whether the exclusion of energy from purchased power
agreements would negatively impact the ability and willingness of counterparties to
offer favorable terms in a competitive bidding process? If so, please provide all
presentations, reports, and memoranda documenting OGE's consideration of this
concern. If OGE did not consider this concern, please provide a detailed explanation
for OGE's lack of consideration.

Response*: OG&E does not believe the exclusion of energy from purchased power
agreements would negatively impact the ability and willingness of counterparties to offer
favorable terms in a competitive bidding process. Excluding energy from purchase power
agreements does not hinder the ability of the counterparties to offer the energy into the SPP
IM and to receive the associated revenue, therefore, counterparties retain the ability to
realize benefits from generated energy. In addition, of the 94 offers, only 18 were non-
conforming for bundling capacity and energy in their offers.

Response provided by:
Response provided on:
Contact & Phone No:

Leon Howell
January 16,2019
Jill Butson 401-551-3285 

*By responding to these Data Requests, OG&E is not indicating that the provided information is relevant or material
and OG&E is not waiving any objection as to relevance or materiality or confidentiality of the information or
documents provided or the admissibility of such information or documents in this or in any other proceeding.



Exhibit SG-4a

(C)

OGE Model Capacity Purchase Agreement

Following the initial fill of thc fuel oil storage tank(s), Seller shall

(D)
thc Fuel Oil Storage Facilities, and (ii) thc removal and replacement of any degraded
and unusablc fuel oil, at its cxpense. Scller,
tcsts to dctcrminc thc extent of dcgradation, if any. Inetuded-in-Exilibit-R Fuel Oil ia

- . - .

a •

(E) Seller shall b ar cntircly thc risk of loss of any fucl, and shall bc
responsible for any costs, damages, fines or penalties associated with I aks, spills, 

fuel-feFany-Feasen,

Seller shall, in its solc discrction, determine whcn and if thc

to the Fuel Oil Maintenance Plan and the emissions Iimitations
in Seller's Permits.

576 Deliverability. Thc Partics acknowlcdgc and agrcc that thc Contract
Capacity is intcndcd to bc Dclivcrable Capacity for purposcs of this PPA. In thc cvcnt
Firm Transmission is required during-the term of this NIA to cnsurc for any Commcrcial
• e - :

Capacity Amount for such ycar rctains its accreditcd capacity status undcr thc

Article 6 - Conditions Precedent

6.1 PUC APDroval.

(A) No later than ( )] Days after the Effective Date, Company
may apply for PUC Approval.

(B) Seller shall cooperate with Company at Company's request in
connection with Company's efforts to obtain PUC Approval.

12



OGE Model Capacity Purchase Agreement

(C) If Company applies for PUC Approval, Company shall have the right
to terminate this PPA, without any further financial or other obligation to Seller as a
result of such termination, by notice to Seller:

1. at any time within one hundred twenty (120) Days following
issuance of a written order by the PUC rejecting PUC Approval, or granting PUC
Approval with conditions unacceptable to Company in its sole discretion;

2. at any time prior to f  , 20_ ], if prior to such date the
PUC has not issued a written order granting or rejecting PUC Approval;

3. at any time within one hundred twenty (120) Days following timely
request for reconsideration (in whole or in any material part) by any third party with
standing, of a written PUC order granting PUC Approval; and/or

4. at any time within one hundred twenty (120) Days following timely
appeal by any third party with standing, of a written PUC order granting PUC
Approval.

(D) For purposes of this PPA, "PUC Approval" means a written order of
the PUC making an affirmative determination that aIl costs incurred under this PPA are
recoverable from Company's retail customers pursuant to Applicable Law. PUC
Approval must be unconditional and subject only to the requirement that the PUC
retains ongoing prudency review of Company's performance and administration of this
PPA.

6.2 Other Company CPs. [if an.Y.i.

6.3 Seller CPs. [if any - bid specific].

Artiele-7---Sale-aftel-Purehase

7-4 Genefal-Oblietation,

purposcs of this PPA:

13



Exhibit SG-4b

OGE Model Capacity Purchase Agreement

Article 14 - Force Majeure

14.1 Definition. For purposes hereof, "Force Majeure" means an event or
circumstance that prevents a Party from performing its obligations under this PPA,
which event or circumstance (i) was not anticipated as of the date of this PPA, (ii) is not
within the control of or the result of the fault or negligence of the Party claiming excuse,
and (iii) which by exercise of due diligence and foresight could not reasonably have
been avoided; provided, however, that Force Majeure shall not include:

a. inability, or excess cost, to procure any equipment necessary to perform
this PPA;

b. acts or omissions of a third party (including vendors and contractors to
Seller), unless such acts or omissions are themselves excused by
reason of Force Majeure;

c. failure timely to apply for, or diligently pursue, the Permits set forth on
Exhibit F —Required Permits;

d. a restriction in any Permit that precludes or limits the generation or
delivery of Contract Energy below the Planned Permitted Energy;

e. mechanical or equipment breakdown or inability to operate, attributable
to circumstances occurring within design criteria and normal operating
tolerances of similar equipment;

f. Environmental Contamination at the Site;

g. changes in market conditions or changes in Applicable Law; or

h. labor strikes, slowdowns, work stoppages, or other labor disruptions.

By way of example only, "Force Majeure" includes any delay or failure by
the Transmission Authority to perform its obligations under the Interconnection
Agreement but does not include any change in market condition or Applicable Law that
would preclude Seller from permitting the Contract Capacity to be available at the
Delivery Point when required by the Transmission Authority.

14.2 Applicability of Force Maieure. A Party shall be relieved of its obligations
to perform this PPA and shall not be considered to be in default with respect to any
obligation under this PPA if and to the extent such Party is prevented from fulfilling such
obligation by Force Majeure, provided, however, that: (i) such Party gives prompt notice
describing the circumstances and impact of the Force Majeure; (ii) the relief from its
obligations sought by such Party is of no greater scope and of no longer duration than is
required by the Force Majeure; (iii) such Party proceeds with due diligence to overcome
the Force Majeure and resumes performance of its obligations under this PPA as soon
as practicable thereafter; and (iv) such Party provides notice upon conclusion of the
Force Majeure.
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OGE Model Capacity Purchase Agreement

14.3 Limitations on Effect of Force Maieure.

(A) Force Majeure shall only relieve a Party of such obligations as are
actually precluded by the Force Majeure.

(B) In no event will the existence of Force Majeure extend this PPA
beyond its stated Term.

(C) If Force Majeure affecting Seller continues for a period of thirty (30)
consecutive Days or any sixty (60) non-consecutive Days, Company may, at any time
following the end of such period, terminate this PPA upon notice to Seller, without
further obligation by either Party except as to costs and balances incurred prior to the
effective date of such termination.

representations and warranties shall bc dccmcd to bc rcpcated, if applicable, by cach
Party throughout the Tcrm:

The Party's execution, delivery, and performance of all of its

- .

Material Adverse Effect on the representing Party's ability to perform its obligations
undcr this PPA;

. - -
Party's formation documents, bylaws or equivalent, or under any agreement relating

be expected to have a Material Adverse Effect on the representing Party's ability to
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