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Dear Mr. Joseph:

This is in response to your letter dated January 9, 2015 concerning the shareholder
proposal submitted to OGE by the New York State Common Retirement Fund. We also
have received a letter on the proponent’s behalf dated February 10, 2015. Copies of all of
the correspondence on which this response is based will be made available on our website

at http://www.sec.gov/divisions/corpfin/cf-noaction/14a-8.shtml. For your reference, a
brief discussion of the Division’s informal procedures regarding shareholder proposals is
also available at the same website address.

Sincerely,

Matt S. McNair
Special Counsel

Enclosure

cc: Sanford Lewis
sanfordlewis@strategiccounsel.net



February 25, 2015

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  OGE Energy Corp.
Incoming letter dated January 9, 2015

The proposal requests that the company prepare and publish a report describing
how it can fulfill medium- and long-term greenhouse gas emission reduction scenarios
consistent with national and international GHG goals, and the implications of those
scenarios for regulatory risk and operational costs.

We are unable to concur in your view that OGE may exclude the proposal under
rule 14a-8(i)(3). We are unable to conclude that the proposal is so inherently vague or
indefinite that neither the shareholders voting on the proposal, nor the company in
implementing the proposal, would be able to determine with any reasonable certainty
exactly what actions or measures the proposal requires. Accordingly, we do not believe
that OGE may omit the proposal from its proxy materials in reliance on rule 14a-8(i)(3).

We are unable to concur in your view that OGE may exclude the proposal under
rule 14a-8(i)(10). Based on the information you have presented, it does not appear that
OGE’s public disclosures compare favorably with the guidelines of the proposal.
Accordingly, we do not believe that OGE may omit the proposal from its proxy materials
in reliance on rule 14a-8(i)(10).

Sincerely,

Norman von Holtzendorff
Attorney-Advisor



DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matter under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative.

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these
no-action letters do not and cannot adjudicate the merits of a company’s position with respect to
the proposal. Only a court such as a U.S. District Court can decide whether a company is
obligated to include shareholders proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have
against the company in court, should the management omit the proposal from the company’s
proxy material.



SANFORD J. LEWIS, ATTORNEY

February 10, 2015

Office of Chief Counsel

Division of Corporation Finance

U.S. Securities and Exchange Commission
100 F Street, N.E.

Washington, D.C. 20549

Re: Shareholder Proposal at OGE Energy Corp. on medium and long-term
greenhouse gas emission reduction scenarios

Via email
Ladies and Gentlemen:

The Comptroller of the State of New York, Thomas P. DiNapoli, filed a
shareholder proposal (the “Proposal") on behalf of the New York State Common
Retirement Fund (the "Proponent"), a beneficial owner of common stock of OGE Energy
Corp. (the “Company”), for inclusion in the Company's 2015 shareholder meeting proxy
statement. I have been asked by the Proponent to respond to the letter dated January 9,
2015 ("Company letter") sent to the Securities and Exchange Commission Staff ("Staff")
by Robert J. Joseph of Jones Day on behalf of the Company. In-that letter, the Company
contends that the Proposal may be excluded from the Company’s 2015 proxy statement
by virtue of Rule 14a-8(i)(10) (substantially implemented) and Rule 14a-8(i)(3) (false or
misleading statements).

I have reviewed the Proposal, as well as the Company letter, and, based upon the
foregoing, as well as the relevant rules, it is my opinion that the Proposal must be
included in the Company’s 2015 proxy materials and that it is not excludable by virtue of
those rules. A copy of this letter is being e-mailed concurrently to Robert J. Joseph.

SUMMARY

The Proposal states in the resolved clause and supporting statement:

Shareholders request that the Company prepare and publish a report, reviewed by
a board committee of independent directors, describing how it can fulfill medium
and long-term greenhouse gas emission reduction scenarios consistent with
national and international [greenhouse gas (“GHG”)] goals, and the implications
of those scenarios for regulatory risk and operational costs. The report should be
published by September 1, 2015 at reasonable cost and omitting proprietary
information.

PO Box 231 Ambherst, MA 01004-0231 « sanfordlewis@strategiccounsel.net
(413) 549-7333 ph. - (413) 825-0223 fax
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Supporting Statement:

At minimum, the report should describe potential commitments above and beyond
compliance, through which the company could reduce its emissions below 2005
levels by 40% by 2030 and 80% by 2050, and should compare costs and benefits
of more aggressive deployment of additional zero-carbon energy generation
strategies compared with current commitments and plans. "Zero-carbon"
strategies would not generate significant GHGs in the course of meeting energy
demands, e.g., solar or wind power, or energy efficiency.

The full text of the Proposal is included as APPENDIX A.

The Company asserts that the Proposal may be excluded either pursuant to Rule
14a-8(1)(10) because it has substantially implemented the Proposal, or alternatively,
pursuant to Rule 14a-8(i)(3), because the Proposal contains statements that are false or
misleading.

The Company's argument that it has substantially implemented the Proposal is
based on the notion that the Company already "provides extensive information regarding
the policies and practices it has adopted and those it will pursue in the near- and long-
term to respond to environmental concems including the reduction of greenhouse gas
emissions.” Company letter, page 2. Although the Company has provided some climate
related disclosures on compliance plans, past emission levels and risks, those disclosures
do not come close to meeting the minimum criteria of the Proposal for analysis of
"potential commitments above and beyond compliance, through which the company
could reduce its emissions below 2005 levels by 40% by 2030 and 80% by 2050" and
replacement of current energy strategies with zero-carbon strategies. Because the
Company's existing reporting has neither fulfilled the essential purpose nor the guidelines
of the Proposal, the Proposal is not excludable as substantially implemented.

The Company also asserts that “there are no universally recognized medium or
long-term GHG emission reduction targets.” Company letter, page 6. As a result, the
Company argues, because the Proposal requests actions “consistent with national and
international GHG goals,” it is so inherently vague or indefinite as to be materially false
or misleading. Yet, both the Obama Administration and Intergovernmental Panel
Climate Change have established GHG goals for the medium and long-term. While those
goals are not yet legally binding, they are widely recognized — nationally and
internationally — as the best indication of the level of GHG reduction commitments that
climate experts believe necessary to prevent a growing portion of the earth from
becoming uninhabitable.

The Proposal expressly seeks goals “above and beyond compliance” to bring
emission reductions down to clearly stated Company benchmarks -- reducing emissions
below 2005 levels by 40% by 2030 and 80% by 2050. Accordingly, there is no merit to
the assertion that the Company or its shareholders would be unable to ascertain what
types of implementation actions are sought by the Proposal in the event it is approved.
Thus, the Proposal is not excludable pursuant to Rule 14a-8(1)(3).
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BACKGROUND

There is broad consensus among national and international policy makers that
aggressive action to GHG emissions is necessary to avoid the worst impacts of
continuing climate change. This requires a dramatic decrease in emissions by 2050 to
head off catastrophic change that could render a growing portion of the earth
uninhabitable.

The Copenhagen Accord in 2009 created an international agreement among 114
signatories, including the United States, to limit human induced increases of global
temperatures to below 2 degrees Celsius. The Intergovernmental Panel on Climate
Change (IPCC), the most authoritative international scientific body on climate change,
announced in April 2014 that to keep within the 2° C limit, annual global emissions of
carbon dioxide and other gases must drop 40-70 percent below 2010 levels by 2050.!

Pursuant to those goals, the United Nations Framework Convention on Climate
Change is aiming to create a new international climate agreement by December of 2015.
Participating nations must declare their emissions reduction target by March 2015.
Consistent with that Framework process and in advance of the Environmental Protection
Agency’s (“EPA”) anticipated Clean Power Plan, the United States has already declared
a goal of reducing emissions 83% by 2050.2

The burden of reduction in GHG emissions is likely to fall heavily on energy
production companies, such as electric utilities. Shareholders concerned with the risk of
resulting financial burdens on utilities, have begun to urge utilities to take proactive
measures to prepare for the most likely scenarios. Shareholders such as Proponent are
urging the Company to be prepared with scenario plans for the steep GHG reduction
requirements that are likely to be required in coming years.

ANALYSIS

I. THE PROPOSAL IS NOT SUBSTANTIALLY IMPLEMENTED WITHIN THE
MEANING OF RULE 14a-8(i)(10).

The Company argues that the Proposal may be excluded from the 2015 Proxy
Materials under Rule 14a-8(1)(10) based on its existing disclosures. In order for the
Company to meet its burden of proving substantial implementation pursuant to Rule 14a-
8(1)(10), it must show that its activities meet both the guidelines and essential objective of
the Proposal. See, e.g., Exelon Corp. (Feb. 26, 2010).

! http://www.dw.de/ipcc-climate-report-from-berlin-finds-un-emissions-target-not-out-of-reach/a-
17563955

? http://www.whitehouse.gov/the-press-office/president-attend-copenhagen-climate-talks
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The Staff has noted that a determination that a company has substantially
implemented a proposal depends upon whether a company's “particular policies,
practices, and procedures compare favorably with the guidelines of the proposal.”
Texaco, Inc. (Mar. 28, 1991). Thus, when a company can demonstrate that it has already
taken actions that meet most of the guidelines of a proposal and meet the proposal’s
essential objective, the Staff has concurred that the proposal has been substantially
implemented. In the current instance, however, the Company’s particular policies,
practices and procedures do not compare favorably with the guidelines of the Proposal,
nor do they meet the Proposal’s essential objectives.

The Company notes, accurately, in determining whether a company's particular
policies, practices and procedures "compare favorably with the guidelines of the
proposal,” the Staff will not consider where those policies, practices and procedures are
embodied. [Emphasis added]. Company letter, page 2. For instance, if a proposal
requests a report, but the relevant data and analysis has already been published as part of
other documents on the company's own website, the Staff may find substantial
implementation. In this instance, however, the Company has not provided the needed
data and analysis in any published documents.

As discussed below, Staff precedents regarding proposals requesting reports
demonstrate that if a company’s reporting fails to include a core analysis or most of the
details requested by a proposal, the Staff will not find substantial implementation in its
Rule 14a-8(1)(10) analysis. In this instance, the Company’s reporting fails on both
counts.

A. The Proposal clearly delineates a baseline of reporting, and a form of analysis,
necessary to fulfill its guidelines and essential purpose.

The guidelines contained in the Proposal’s supporting statement and resolve
clause request that the Company prepare and publish a report, reviewed by a board
committee of independent directors:

1. Describing how it can fulfill medium and long-term greenhouse gas
emission reduction scenarios consistent with national and international GHG
goals, and the implications of those scenarios for regulatory risk and operational
costs;

2. At minimum, the report should describe potential commitments above and
beyond compliance, through which the Company could reduce its emissions
below 2005 levels by 40% by 2030 and 80% by 2050; and

3. Compare costs and benefits of more aggressive deployment of additional
zero-carbon energy generation strategies compared with current commitments and
plans.

B. Analysis of the Company's existing disclosures demonstrates that they do not
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substantially fulfill the guidelines or essential purpose of the Proposal.

The Company has not demonstrated that it has implemented disclosures
substantially consistent with any of these guidelines. The Company has pointed to no
analyses consistent with those requested by the Proposal, neither a discussion of potential
commitments to meet the company emission targets described, nor an analysis of costs
and benefits of more aggressive deployment of zero carbon energy strategies compared
with current commitments and plans.

The Company asserts that disclosures from its Integrated Resource Plan (“IRP”)
and Carbon Disclosure Project (“CDP”) report, together, constitute substantial
implementation of the Proposal. Company letter, page 3. However, reviewing the IRP
and CDP report, it is clear that neither report, alone or together, fulfills the guidelines or
essential purpose of the Proposal.

The Company notes that the IRP was prepared and submitted pursuant to state
rules on resource planning, which provide that an integrated resource plan “(i) be
submitted at least once every three years and updated as necessary: (ii) address plans for
capital expenditures necessary to comply with the Clean Air Act and other environmental
requirements; and (iii) include an environmental compliance plan.” Company letter, page
3. Thus, by its very nature, the IRP does not represent a forward-looking or long-term
strategy for addressing societal GHG reduction goals, but instead is a compliance-
oriented report that addresses GHG reduction strategies sufficient to comply with existing
regulations.

The Proposal is focused on strategies “above and beyond compliance” emissions
reduction goals to address the longer-term need for GHG reduction. The IRP does not
describe such a long-term strategy’, and in particular, does not address the Proposal's
2030 and 2050 Company emission reduction goals. The IRP mentions the EPA’s proposed
Clean Power Plan, but does not describe any potential commitments through which the
Company could reduce emissions consistent with targeted medium and long-term goals.
The IRP’s recommended course of action, or "Action Plan,” only covers a 5-year period
from 2014 to 2018. '

The IRP and Company letter discuss possible statewide GHG goals, not company
emission targets.

The Company acknowledges a possible statewide carbon reduction goal (carbon reductions

? Much of what the Company letter, page 3 describes as content of the IRP does not even relate to climate protection:
“plans to meet its utility service obligations in light of certain environmental requirements, including the U.S.
Environmental Protection Agency's regional haze federal implementation plan. In particular, the IRP describes various
environmental compliance altemnatives that the Company has explored to meet such requirements, including the
addition of environmental controls (scrubbers) and the conversion of some or all of its existing coal-fired plants to
natural gas.
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for the state to accomplish). Company letter, page 3. Under the EPA's Clean Power Plan, emission
reduction for existing power plants in Oklahoma would require, by 2030, a 43% reduction in CO,
emisstons compared to 2012. The Company does not discuss how it could achieve a 40%
reduction in its own carbon emissions by 2030, as is requested in the Proposal, but states only that if
it converts two of its five coal-fired units to natural gas by 2019 it will reduce emissions from the
Company's generation fleet. Company letter, page 3. According to the Company, such a plan will
position it “to provide a meaningful contribution to any state CO, reductions ultimately required by
the EPA.” Company letter, page 3. However, the Company has not quantified such contribution in
relation to Company specific medium and long-term carbon reduction goals - the minimum analysis
requested in the Proposal.

The Company also claims that the IRP’s focus has been on adopting ““long-and near-term
policies. ... to meet its utility obligations while also complying with environmental mandates.”
Company letter, page 3. In contrast, the benchmarks referenced in the Proposal go beyond
"complying with environmental mandates" to address larger goals that have not yet been embodied
in regulations; these are not goals of compliance, but longer-term scenario planning than contained
in the IRP.

While it is true that conversion of "some or all of its plants to natural gas" might yield GHG
reductions, and that the IRP briefly discusses potential wind and solar resources (pages 48 -49), the
Company does not report and cannot point to specific strategies geared toward the Proposal's 2030
and 2050 goals, nor does it analyze how added zero carbon energy would alter the Company’s
current plans and commitments. The Company notes only that its existing reporting shows the
Company's near-term investment in wind resources, energy efficiency and Smart Grid programs,
and its plan to delay the addition of fossil fuel generation until 2020 — a near term goal. Company
letter, page 4.

The CDP report discusses the Company’s near-term GHG reduction strategies, but
fails to cover long-term GHG reduction goals.

The Company points to its CDP report to further support its argument that it has
substantially implemented the Proposal. While the IRP is focused on issues of
compliance, the CDP report is a voluntary survey focused on current emissions levels and
near-term goals. The CDP, a nongovernmental organization, describes its survey as
requesting information on greenhouse gas emissions, energy use and the risks and
opportunities from climate change from thousands of the world’s largest companies. *

Tellingly, among other questions the Company answered in the CDP report, and
included as an exhibit to the Company letter, was the following:

Did you have an emissions reduction target that was active (ongoing or
reached completion) in the reporting year?

* https://www.cdp.net/en-US/Programmes/Pages/climate-change-programs.aspx
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Company response: No

The CDP survey also requested a near-term forecast of emissions, over the following five
years:

Please explain (i) why you do not have a target; and (ii) forecast how your
emissions will change over the next five years

Due to continued growth in electricity demand in OG&E’s service territory in
Oklahoma and Arkansas, OG&E must continue to add generation to meet that
demand. As a result of increased demand, it would be difficult to set absolute
reduction targets. Over the next five years, the Company expects to realize
intensity reductions due to the addition of wind power and the implementation of
programs, discussed in 2.2a, to delay the need for additional fossil-fueled
generation.

Clearly, these disclosures in the CDP report are informative and useful in understanding
the Company’s near-term GHG strategy. But they are not useful in assessment of the
time horizons and emission reduction goals for 2030 and 2050 as requested by the
Proposal.

The Company mischaracterizes the essential purpose of the Proposal.

The Company mischaracterizes the essential objective of the Proposal as “a
request that the Company describe how it will meet certain greenhouse gas emission
reductions scenarios, including, according to the Proposal's supporting statement,
consideration of "more aggressive deployment of additional zero-carbon energy
generation strategies.” Company letter, page 2. This characterization neglects entirely,
the benchmarks the Proponent has provided for Company emissions in order to meet the
2030 and 2050 reduction goals.

Having misconstrued the essential purpose of the Proposal to minimize the
significance of the medium and long-term emission reduction goals described in the
Proposal, the Company asserts that it “already provides extensive information regarding
the policies and practices it has adopted and those it will pursue in the near- and long-
term to respond to environmental concerns, including the reduction of greenhouse gas
emissions.” The Company further asserts, unpersuasively, it is not clear what else it could do to
implement the Proposal's essential objective. Company letter, page 4.

To the contrary, however, it is quite clear from the Proposal “what else the Company could
do.” The Proposal in part states "[a]t mininum, the report should describe potential commitments
above and beyond compliance, through which the company could reduce its emissions below 2005
levels by 40% by 2030 and 80% by 2050, and should compare costs and benefits of more
aggressive deployment of additional zero-carbon energy generation strategies compared with
current commitments and plans.” (emphasis added). The essential objective of the Proposal is to
create a strategic roadmap for meeting longer-term emission reduction benchmarks described by the
Proposal, and to provide clear analysis of contrasting plans to focus on zero carbon strategies. The



OGE Energy Corp. — Proposal on Greenhouse Gas Reduction Scenarios Page 8
Proponent Response — February 10, 2015

Company’s compliance oriented reporting and discussions of future technologies and facilities do
not live up to such an essential purpose.

C. The Proposal cannot be considered substantially implemented as it fails to
include the core analysis or address most of the detailed points requested by the

Proponent.

The Staff has confirmed in numerous decisions that proposals will not be excluded
under Rule 14a-8(i)(10) if a core analysis requested by the proposal has not been
performed and published. For instance, in Alpha Natural Resources, Inc. (March 19,
2013) the proposal requested that the company prepare a report on its goals and plans to
address global concerns regarding fossil fuels and their contribution to climate change,
including analysis of long- and short-term financial and operational risks to the company
and society. The Staff did not find substantial implementation where the company had
published a Sustainability Report detailing goals and plans to address global concerns
regarding fossil fuels and their contribution to climate change, but failed to address the
kind of details requested in the supporting statement:

In analyzing long and short term risks, proponent suggests that Alpha perform an
analysis of various scenarios the company deems likely or reasonably possible,
such as restrictions on carbon emissions allocated by geographic regions or fuel
types. Such analysis should describe a range of scenarios in which a portion of its
reserves or infrastructure are at risk of becoming stranded assets due to carbon
regulation, and the impact of those scenarios on any plans to continue to explore or
further develop new coal or gas reserves.

In McDonalds Corporation (March 14, 2012) the proposal requested that the board
issue a report assessing the company's policy responses to growing evidence of linkages
between fast food and childhood obesity, diet related diseases and other impacts on
children's health and that the report should include an assessment of the potential impacts
of public concerns and evolving public policy on the company's finances and operations.
The company had published nutritional information on its website, and described various
efforts it was undertaking to improve product nutrition. Even though the company may
have internally or implicitly conducted some of the assessments requested by the
proposal, its reporting to shareholders did not fulfill the guidelines of the proposal for
disclosure of an assessment as described in the proposal, and the Staff did not allow
exclusion under Rule 14a-8(i)(10).

In Verizon Communications, Inc. (February 5, 2013) the proposal requested that the
company's board of directors report on how Verizon was responding to regulatory,
competitive, legislative and public pressure to ensure that its network management
policies and practices supported network neutrality, an Open Internet, and the social
values described in the proposal. Even though the company was able to cite a variety of
internal management policies located on its website regarding net neutrality, the actions
reported did not include the requested analysis by the board ; thus, the company’s
assertion of Rule 14a-8(i)(10) was rejected.



OGE Energy Corp. — Proposal on Greenhouse Gas Reduction Scenarios Page 9
Proponent Response — February 10, 2015

The details of a requested report are relevant to evaluating substantial
implementation. For instance, in Entergy Corp. (February 24, 2014) a proposal on nuclear safety
reporting requested consistent reporting on near misses, Nuclear Regulatory Commission (NRC)
special investigations or NRC downgrades of facilities. Although the company could point to
numerous public reports it had published that mentioned some near misses or investigations, the
lack of a complete report that met the guidelines, and especially the apparent omission of reporting
and analysis on some of the incidents and analyses sought by the proposal, precluded a Staff finding
of substantial implementation.

Similarly, the Staff has found in numerous proposals seeking reports on lobbying
and political contribution transparency, that if existing Company reporting failed to fulfill
several of the elements of reporting requested, the proposal was not substantially
implemented. See, e.g., Marathon Oil Corporation (January 22, 2013); Dominion
Resources, Inc. (February 28, 2014); NIKE, Inc. (July 5, 2012).

The Company cites several recent Staff decisions as purportedly demonstrating parallel
circumstances where substantial implementation has been found pursuant to Rule 14a-8(i)(10).
However, the proposals in question were far less specific than the current Proposal in describing the
need to meet specific medium and long-term company emission targets, and also lacked other
guidelines for analyzing zero carbon strategies against current plans and commitments as contained
in the current Proposal.’

II. THE PROPOSAL DOES NOT CONTAIN FALSE OR MISLEADING STATEMENTS.

The Company also asserts that the Proposal is excludable under Rule 14a-8(i)(3) as
containing false or misleading statements. Noting that the Proposal’s resolved clause references
national and international GHG goals, the Company claims that the Proposal “implies that there are
recognized national and international emission reduction targets” but that, although there have been
various reduction proposals, at this time there are no universally recognized medium or long-term
GHG emission reduction targets. As such, the Company claims neither it nor the stockholders has

5 For instance the Company letter cites Entergy Corporation (Feb. 14,2014) where the proponent asked that Entergy
"prepare a report, reviewed by a board committee of independent directors, on policies the company could adopt to take
additional near-term actions to reduce its greenhouse gas emissions consistent with the national goal of 80% reduction in
greenhouse gas emissions by 2050." It also cites Duke Energy (Feb. 21, 2012) where the proponent asked "that a
committee of independent directors of the Board assess actions the company is taking or could take to build shareholder
value and reduce greenhouse gas and other air emissions by providing comprehensive energy efficiency and renewable
energy programs to its customers.” The companies argued successfully that the information requested by the proposal was
available in various reports - sustainability and CDP and/or Form 10-K. Although neither company had appointed a
special committee of independent directors to review and issue the report, and although the disclosures were not made in
precisely the manner contemplated by the proponents, the Staff nevertheless agreed that the disclosures "compared
favorably" with the contours of the proposals and that the proposals were therefore excludable. Although the proposals in
question talked about reporting on strategies consistent with national emission reduction goals, they did not, with
specificity, ask the companies to assess the need and level of comparry emission reduction goals that the proponent viewed
as consistent with those goals. Furthermore, the proposals did not describe the need for an analysis of the relative costs and
benefits of zero carbon technologies.
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any reasonable certainty as to what goals the proposed report is intended to address. Company letter,
pages 5-6.

However, contrary to this assertion, there are recognized goals described adequately within
the four comers of the Proposal; and further, the Proposal itself provides clarity as to what type of
emission reduction targets are sought. The combination of these two factors prechudes exclusion on
the basis of Rule 14a-8(1)(3).

As noted in the Proposal, the Copenhagen Accord recognizes the need to keep global
temperature increase below 2°C, thereby necessitating deep cuts in global emissions of GHG.® As
evidenced by the 114 nations who have agreed to the Accord, the international goal is to reduce
GHG emissions so as to achieve the limit of less than a 2°C global temperature increase. As noted
above, the IPCC announced in April 2014 that to keep within the 2° C limit, annual
emissions of GHG must drop 40-70 percent below 2010 levels by 2050." In line with that
international consensus, the Obama administration has established a goal for the US to reduce
emissions 83% below 2005 levels by 2050. 8

As discussed above, the Proposal's focus on action consistent with the GHG reduction
targets of these national and international goals is a clear strategy to ensure that the Company has
considered scenarios "above and beyond compliance” to address long-term climate protection
needs. As such, the Proposal does not mislead shareholders or the Company. The Company is free
to assert in its opposition statement to the Proposal that such goals are evolving, or that binding
treaties are not yet in effect, but the reference to the international and national goals is certainly not
misleading within the meaning of Rule 14a-8(i)(3) or Rule 14a-9.

Further, the Proposal’s supporting statement provides clearly delineated medium and long-
term emission reduction goals for the Company, grounded in those intemational and national goals.
The specificity of the supporting statement refutes the Company’s allegation that the Proposal is
inherently vague. The Proposal is clear on its face as to what action it requires. As such, the
Proposal is not materially false or misleading and, thus, is not excludable pursuant to Rule 14a-
8((A3).

CONCLUSION

As demonstrated above, the Proposal is not excludable under the asserted rules.
Therefore, we request the Staff to inform the Company that the SEC proxy rules require
denial of the Company’s no-action request. In the event that the Staff should decide to

concur with the Company, we respectfully request an opportunity to confer with the
Staff.

6 http:/funfecc.int/meetings/copenhagen_dec_2009/items/5262.php

http://unfcec.intresource/docs/2009/cop1 5/eng/11201 pdf

! http://www.dw.de/ipcc-climate-report-from-berlin-finds-un-emissions-target-not-out-of-reach/a-
17563955

8 http://'www whitehouse.gov/the-press-office/president-attend-copenhagen-climate-talks
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Please call me at (413) 549-7333 with respect to any questions in connection with
this matter, or if the Staff wishes any further information.

S ford Lewis
Attorney at Law

cc: Robert J. Joseph, Jones Day



APPENDIX A
PROPOSAL

Climate Change and Greenhouse Gas Reduction

The United States and 114 other nations have signed the Copenhagen Accord on climate
change, which recognizes that "the increase in global temperature should be [kept] below
two degrees Celsius," to avoid potentially devastating societal harm, and "deep cuts in
global emissions are required” in order to do so.

The International Energy Agency (IEA) states, "No more than one-third of proven
reserves of fossil fuels can be consumed prior to 2050 if the world is to achieve the 2 'C
goal..." and, 'Almost two-thirds of these carbon reserves are related to coal," IEA, 2012
Annual Energy Outlook.

In May 2011, the National Academy of Sciences warned that risk of dangerous climate
change impacts grows with every ton of greenhouse gases (GHGs) emitted. The report
also emphasized that, "the sooner that serious efforts to reduce [GHG] emissions proceed,
the lower the risks posed by climate change, and the less pressure there will be to make
larger, more rapid, and potentially more expensive reductions later."

In June 2014, the U.S. EPA released its proposed Clean Power Plan that would require
states to achieve GHG reductions of 30% below 2005 levels by 2030 on average
nationwide with varying state-specific emission rate goals. The Obama Administration
has also articulated a long-term GHG goal of an 80 percent reduction by 2050, and in
November 2014 announced an agreement with China, committing the U.S to GHG
reduction of 24-26% below 2005 levels by 2025.

A 2012 report by Ceres emphasized risk and cost reduction benefits of aggressive
deployment of energy efficiency and renewable energy, especially compared with large-
scale fossil fuel projects. Prices for wind and solar continue to decline dramatically.
Lazard indicated in September 2014 that the levelized cost of energy of solar PV
technologies had fallen by nearly 20 percent in the past year, and nearly 80 percent over
five years.

A 2013 report by Citi estimates that of $9.7 trillion anticipated investment in power
generation globally by 2035, 71% will be invested in renewables or clean technologies.

RESOLVED:

Shareholders request that the Company prepare and publish a report, reviewed by a board
committee of independent directors, describing how it can fulfill medium and long-term
greenhouse gas emission reduction scenarios consistent with national and international
GHG goals, and the implications of those scenarios for regulatory risk and operational



costs. The report should be published by September 1, 2015 at reasonable cost and
omitting proprietary information.

Supporting Statement:

At minimum, the report should describe potential commitments above and beyond
compliance, through which the company could reduce its emissions below 2005 levels by
40% by 2030 and 80% by 2050, and should compare costs and benefits of more
aggressive deployment of additional zero-carbon energy generation strategies compared
with current commitments and plans. "Zero-carbon" strategies would not generate
significant GHGs in the course of meeting energy demands, e.g., solar or wind power, or
energy efficiency.
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TELEPHONE: +1.312.782.3939 + FACSIMILE: +1.312.782.8585

Direct Number: (312) 269-4176
rjoseph@jonesday.com

January 9, 2015

No-Action Request
1934 Act/Rule 14a-8

Via E-Mail (shareholderproposals@sec.gov)

U.S. Securities and Exchange Commission
Division of Corporation Finance

Office of Chief Counsel

100 F Street, N.E.

Washington, D.C. 20549

Ladies and Gentlemen;

On behalf of our client OGE Energy Corp., an Oklahoma corporation (the “Company™),
we are submitting this letter pursuant to Rule 14a-8(j) of the Securities Exchange Act of 1934, as
amended (the “Act”), in reference to the Company’s intention to omit the Shareholder Proposal
(the “Proposal”) filed by shareholder New York State and Local Retirement System (the
“Proponent”) from its 2015 proxy statement and form of proxy relating to its Annual Meeting of
Shareholders tentatively scheduled for May 13, 2015. The definitive copies of the 2015 proxy
statement and form of proxy are currently scheduled to be filed pursuant to Rule 14a-6 on or
about March 31, 2015. We hereby request that the staff of the Division of Corporation Finance
(the “Staff”) not recommend any enforcement action to the Securities and Exchange Commission
(the “Commission”) if, in reliance on one or more of the interpretations of Rule 14a-8 set forth
below, the Company excludes the Proposal from its proxy materials. Pursuant to Staff Legal
Bulletin 14D, we are submitting this request for no-action relief under Rule 14a-8 by use of the
Commission e-mail address, shareholderproposals@sec.gov (in lieu of providing six additional
copies of this letter pursuant to Rule 142-8(j)(2)), and the undersigned has included his name,
email address and telephone number in this letter. We are simultaneously forwarding by email a
copy of this letter to the Proponent as notice of the Company’s intent to omit the Proposal from
the Company’s 2015 proxy materials.

Background

The Proposal. The Proposal requests that the Company prepare a report describing how
it can fulfill certain greenhouse gas emission reduction scenarios. Specifically, the Proposal
states:
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Shareholders request that the Company prepare and publish a
report, reviewed by a board committee of independent directors,
describing how it can fulfill medium and long-term greenhouse gas
emission reduction scenarios consistent with national and
international GHG goals, and the implications of those scenarios
for regulatory risk and operational costs. The report should be
published by September 1, 2015 at reasonable cost and omitting
proprietary information.

A copy of the Proposal, including the supporting statement, is attached to this letter as
Exhibit A.

Discussion of Reasons for Omission

We hereby respectfully request that the Staff concur in our view that the Proposal may be
excluded from the 2015 proxy materials pursuant to Rule 14a-8(i)(10) and/or Rule 14a-8(i)(3).

L. Rule 142-8(i)(10) — The Proposal May be Omitted Because it Has Been Substantially
Implemented.

Rule 142-8(i)(10) permits a company to exclude a stockholder proposal from its proxy
materials if the company has substantially implemented the proposal. Interpreting the
predecessor to Rule 14a-8(i)(10), the Commission stated that the rule was “designed to avoid the
possibility of shareholders having to consider matters which have already been favorably acted
upon by the management.” Exchange Act Release No. 34-12598 (July 7, 1976). To be excluded,
the proposal does not need to be implemented in full or exactly as presented by the proponent.
Instead the standard for exclusion is substantial implementation. See Exchange Act Release No.
34-40018 (May 21, 1998, n. 30 and accompanying text); see also Exchange Act Release No. 34-
20091 (August 16, 1983).

The Staff has stated that, in determining whether a stockholder proposal has been
substantially implemented, it will consider whether a company’s particular policies, practices
and procedures “compare favorably with the guidelines of the proposal,” and not where those
policies, practices and procedures are embodied. Texaco, Inc. (March 28, 1991). In this case,
the Company has already "substantially implemented" the Proposal, and it may therefore exclude
the Proposal pursuant to Rule 14a-8(1)(10). The core of the Proposal (that is, its "essential
objective") is a request that the Company describe how it will meet certain greenhouse gas
emission reductions scenarios, including, according to the Proposal's supporting statement,
consideration of "more aggressive deployment of additional zero-carbon energy generation
strategies.” The Company already provides extensive information regarding the policies and
practices it has adopted and those it will pursue in the near- and long-term to respond to
environmental concerns, including the reduction of greenhouse gas emissions. This information
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is available in great detail through the Company's integrated resource plan report (the "IRP
Report"), which was most recently submitted to the Oklahoma Corporation Commission (the
“OCC”) in August 2014, and through the Company's annual disclosures to the Carbon
Disclosure Project (the "CDP Report"). The IRP Report and the CDP Report are attached hereto
as Exhibits B and C, respectively. The IRP Report is available on the Company’s website under
regulatory filings. The Company’s CDP Report has been available on the website of the Carbon
Disclosure Project and the Company will provide on its website either a link to the Carbon
Disclosure Project website or a copy of the Company’s CDP Report itself.

The IRP Report was prepared and submitted pursuant to OCC rules (OAC 165:35-37-1,
et seq.) that are intended to ensure that resource planning and investment “are reasonably and
prudently conducted and that the overall cost of power supply to retail ratepayers is fair, just and
reasonable.” OAC 165:35-37-1. The OCC rules specifically provide, among other things, that
an integrated resource plan (i) be submitted at least once every three years and updated as
necessary: (ii) address plans for capital expenditures necessary to comply with the Clean Air Act
and other environmental requirements; and (iii) include an environmental compliance plan. OAC
165:35-37-1; OAC 165:35-37-4.

The Company’s IRP Report describes its forecast electric demand and how the Company
plans to meet its utility service obligations in light of certain environmental requirements,
including the U.S. Environmental Protection Agency’s regional haze federal implementation
plan. In particular, the IRP Report describes various environmental compliance alternatives that
the Company has explored to meet such requirements, including the addition of environmental
controls (scrubbers), the conversion of some or all of its existing coal-fired plants to natural gas,
the replacement of some or all of the coal-fired plants with new combined cycle gas plants, and a
combination of scrubbers at some of the plants and either conversion or replacement of some of
the coal plants. As part of the analysis of the alternatives, the IRP Report discusses expected
costs (pages 43 — 47), cempliance with existing and potential future environmental regulations
(pages 11 — 18), the impact on the Company’s required reserve margins (page 39), potential wind
and solar resources (pages 48 -49), demand side management forecasts (Appendix A and
Appendix B), reliability, operational flexibility and forecast emissions from 2015 to 2025 for
each of the compliance scenarios (Appendix C). As described in the IRP Report, EPA’s
proposed rule for emission reduction for existing power plants would require, by 2030, a 43%
reduction in CO2 emissions compared to 2012 in Oklahoma. As described in the IRP Report, the
Company’s proposed course of action to add scrubbers to two coal-fired units and convert two of
its five coal-fired units (or 40% of its coal-fired units) to natural gas by 2019 will reduce
emissions from the Company’s generation fleet, positioning the Company to provide a
meaningful contribution to any state CO2 reductions ultimately required by the EPA.

As indicated in the IRP Report, the Company has gone to great lengths to develop,
evaluate and adopt long-and near-term policies used by the Company to meet its utility
obligations while also complying with environmental mandates. The CDP Report and the
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Company’s Annual Report on Form 10-K also include detailed information on the Company’s
environmental compliance and policies, the Company’s substantial investment in wind resources,
its energy efficiency and Smart Grid programs, and its plan to delay the addition of fossil fuel
generation until 2020. We think it clear, therefore, that the Company has already addressed the
"essential objectives" of the Proposal and that the Proposal may, pursuant to Rule 14a-8(i)(10),
be excluded from the Proxy Materials.’

In the past several years, the Staff has reviewed several substantially similar proposals
challenged by energy companies that had similarly provided detailed information about its
efforts to reduce greenhouse gas emissions. The Staff determined that the proposals were
excludable pursuant to Rule 14a-8(i)(10). See Entergy Corporation (Feb. 14, 2014) and Duke
Energy (Feb. 21, 2012). In Entergy Corporation, the proponent asked that Entergy Corporation
“prepare a report, reviewed by a board committee of independent directors, on policies the
company could adopt to take additional near-term actions to reduce its greenhouse gas emissions
consistent with the national goal of 80% reduction in greenhouse gas emissions by 2050.”
Similarly, in Duke Energy, the proponent asked "that a committee of independent directors of the
Board assess actions the company is taking or could take to build shareholder value and reduce
greenhouse gas and other air emissions by providing comprehensive energy efficiency and
renewable energy programs to its customers.” In Entergy Corporation, the company argued the
information was already available in its sustainability report and carbon disclosure report.
Likewise, in Duke Energy, the company argued that the information was already available in its
Form 10-K and its annual sustainability report. Although neither company had appointed a
special committee of independent directors to review and issue the report, and although the
disclosures were not made in precisely the manner contemplated by the proponent, the Staff
nevertheless agreed that the disclosures "compared favorably" with the contours of the proposal
and that the proposal was therefore excludable. Numerous other letters reinforce this approach.
See. e.g., Exxon Mobil (March 17, 2011) (concurring in the exclusion of a proposal asking for a
report on the steps the company had taken to address ongoing safety concerns because the
company's "public disclosures compare[d] favorably with the guidelines of the proposal"); Merck
& Co., Inc. (March 14, 2012) (concurring in the exclusion of a proposal asking for a report on
the safe and humane treatment of animals because the company had already provided
information on its website and further information was publicly available through disclosures
made to the United States Department of Agriculture); Exxon Mobil (Jan. 14, 2001) (concurring
in the exclusion of a proposal to review a pipeline project, develop criteria for involvement in the
project and report to shareholders because it was substantially implemented by prior analysis of
the project and publication of such information on company's website).

The Company is in a directly analogous position to Entergy Corporation and Duke
Energy in that the Company has already provided the public disclosures requested by both the
Proposal's resolution and its supporting materials. It is not clear, therefore, what else the
Company could do to implement the Proposal's essential objective. As laid out above, the
Company in fact has already taken the actions necessary to implement the Proposal. It has
CHI-181952125v3
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already and will continue to describe how it will respond to various environmental scenarios,
mcludmg emission reductions and adopt policies to control and reduce greenhouse gas
emissions, and it has already and will continue to provide information to its shareholders about
these ongoing and proposed policies. Like the other instances cited above in which exclusions
were permitted under Rule 14a-8(i)(10), the very concerns raised by the Proposal and in its
supporting materials have been addressed and reported on by the Company through its website
and through its annual IRP Report and CDP Report. Accordingly, we respectfully request that
the Staff concur that the Proposal may be properly omitted from the Company’s 2015 proxy
materials on the basis-of Rule 14a-8(i)(10).

IL Rule 14a-8(i)(3) — The Proposal May be Omitted if it is Contrary to the
Commission’s Proxy Rules, Including Rule 14a-9, Which Prohibits False or
Misleading Statements in Proxy Soliciting Materials.

If the Staff does not concur that the Proposal may be excluded pursuant to Rule 14a-
8(i)(10), then the Proposal should be excluded pursuant to Rule 14a-8(i)(3), which provides that
a company may exclude a stockholder proposal from its proxy materials if its inclusion would
contradict any of the Commission’s proxy rules, including Rule 14a-9, which prohibits
materially false or misleading statements in proxy soliciting materials. The Staff has stated that a
shareholder proposal may meet the standard of being materially false or misleading if the
“resolution contained in the proposal is so inherently vague or indefinite that neither the
stockholders voting on the proposal, nor the company in implementing the proposal (if adopted),
would be able to determine with any reasonable certainty exactly what actions or measures the
proposal requires.” (SEC Staff Legal Bulletin No. 14B (CF) (Sept. 15, 2004)).

The resolution contained in the Proposal provides:

Shareholders request that the Company prepare and publish a
report, reviewed by a board committee of independent directors,
describing how it can fulfill medium and long-term greenhouse gas
emission reduction scenarios consistent with national and
international GHG goals, and the implications of those scenarios
for regulatory risk and operational costs. The report should be
published by September 1, 2015 at reasonable cost and omitting
proprietary information. [emphasis added]

The italicized language in the Proposal implies that there are recognized national and
international emission reduction targets. Although there have been various emission reduction
proposals (including the EPA’s proposed rule for emission reductions for existing power plants
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discussed above that are not final), at this time there are no universally recognized medium or
long-term greenhouse gas emission reduction targets. Accordingly, neither the stockholders nor
the Company have any reasonable certainty as to what goals the proposed report is intended to
address. Therefore, the Proposal is so inherently vague that it may be omitted pursuant to Rule
14a-8(i)(3).

For the above-mentioned reasons, the Company respectfully requests the Staff to concur
in the Company’s view that the Proposal may be excluded from the 2015 proxy materials under
Rule 14a-8(i)(3).

Conclusion

For the reasons given above, we respectfully request that the Staff not recommend any
enforcement action from the Commission if the Company omits the Proposal from its 2015
proxy materials. If the Staff disagrees with the Company’s conclusion to omit the Proposal, we
request the opportunity to confer with the Staff prior to the final determination of the Staff's
position. Notification and a copy of this letter are simultaneously being forwarded to the
Proponent.

Sincerely,

Robert J.\¥0seph

cc:  Patrick Doherty
Patricia D. Horn

CHI-181952125v3
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THOMAS P. DiINAPOLI
STATE COMPTROLLER

DIVISION OF CORPORATE GOVERNANCE
59 Maiden Lane-30th Floor
New York, NY 10038
Tel: (212) 383-1428
Fax: (212) 383-1331

STATE OF NEW YORK
OFFICE OF THE STATE COMPTROLLER

November 24, 2014

Patricia D. Horn
Senior Vice President, Governance
and Corporate Secretary
OGE Energy Corporation
321 North Harvey
Oklahoma City, Oklahoma 73101-0321

Dear Ms. Homn:

The Comptroller of the State of New York, Thomas P. DiNapoli, is the trustee of the
New York State Common Retirement Fund (the “Fund”) and the administrative head of
the New York State and Local Retirement System. The Comptroller has authorized me
to inform of his intention to offer the enclosed shareholder proposal for consideration of
stockholders at the next annual meeting.

I submit the enclosed proposal to you in accordance with rule 14a-8 of the Securities
Exchange Act of 1934 and ask that it be included in your proxy statement.

A letter from J.P. Morgan Chase, the Fund’s custodial bank verifying the Fund’s
ownership of OGE Energy Corp. shares, continually for over one year, is enclosed. The
Fund intends to continue to hold at least $2,000 worth of these securities through the date
of the annual meeting.

We would be happy to discuss this initiative with you. Should the OGE Energy Corp.
board decide to endorse its provisions as company policy, the Comptroller will ask that
the proposal be withdrawn from consideration at the annual meeting. Please feel free to
contact me at (212) 383-1428 and or email at pdohertv@osc.state.ny.us should you have
any further questions on this matter.

Very truly

& .
Patrick Doherty

Director of Corporate Governance
Enclosures



Climate Change and Greenhouse Gas Reduction

WHEREAS:

The United States and 114 other nations have signed the Copenhagen Accord on climate
change, which recognizes that “the increase in global temperature should be [kept] below two
degrees Celsius,” to avoid potentially devastating societal harm, and “deep cuts in global
emissions are required” in order to do so.

The International Energy Agency (IEA) states, “No more than one-third of proven reserves of
fossil fuels can be consumed prior to 2050 if the world is to achieve the 2 °C goal...” and, “AImost
two-thirds of these carbon reserves are related to coal...” IEA, 2012 Annual Energy Outlook.

In May 2011, the National Academy of Sciences warned that risk of dangerous climate change
impacts grows with every ton of greenhouse gases (GHGs) emitted. The report also emphasized
that, “the sooner that serious efforts to reduce [GHG] emissions proceed, the lower the risks
posed by climate change, and the less pressure there will be to make larger, more rapid, and
potentially more expensive reductions later.”

In June 2014, the U.S. EPA released its proposed Clean Power Plan that would require states to
achieve GHG reductions of 30% below 2005 levels by 2030 on average nationwide with varying
state-specific emission rate goals. The Obama Administration has also articulated a long-term
GHG goal of an 80 percent reduction by 2050, and in November 2014 announced an agreement
with China, committing the U.S to GHG reduction of 24-26% below 2005 levels by 2025.

A 2012 report by Ceres emphasized risk and cost reduction benefits of aggressive deployment of
energy efficiency and renewable energy, especially compared with large-scale fossil fuel projects.
Prices for wind and solar continue to decline dramatically. Lazard indicated in September 2014
that the levelized cost of energy of solar PV technologies had fallen by nearly 20 percent in the
past year, and nearly 80 percent over five years.

A 2013 report by Citi estimates that of $9.7 trillion anticipated investment in power generation
globally by 2035, 71% will be invested in renewables or ciean technologies.

RESOLVED: :

Shareholders request that the Company prepare and publish a report, reviewed by a board
committee of independent directors, describing how it can fulfill medium and long-term
greenhouse gas emission reduction scenarios consistent with national and international GHG
goals, and the implications of those scenarios for regulatory risk and operational costs. The report
should be published by September 1, 2015 at reasonable cost and omitting proprietary
information. A

Supporting Statement: :

At minimum, the report should describe potential commitments above and beyond compliance,
through which the company couid reduce its emissions below 2005 levels by 40% by 2030 and
80% by 2050, and should compare costs and benefits of more aggressive deployment of
additional zero-carbon energy generation strategies compared with current commitments and
plans. “Zero-carbon” strategies would not generate significant GHGs in the course of meeting
energy demands, e.g., solar or wind power, or energy efficiency.




JPMorgan

Banist 7, Murphy

Vice President
I Clinnt Service Amaricas

MNMovember 24, 2014

Ms. Patricia D, Hom

WVice Presidem-Gavernance and Corporate Secretary
OGE Energy Corporation

321 North Harvey, P. O. Box 321

Oklahoms City, OK 73101-0321

Dear Ms. Horn:

This letter is in responsé 0-a request by The Honorable Thomas P. DiNapoli, New York State
Comptroller, regarding confirmation from JP Morgan Chase that the New York State Common
Rétirernent Fund has been a beneficial owner of OGE Energy Corporation continuously for at least
one vear as of and including November 24, 2014,

Please note that I.P. Morgan Chase, as ciistodian for the New York State Common Refirement
Fund, held a total of 474,340.shares of common stock as of November 24, 2014 and continues to
bold shares in the company. The value of the ownership stake continuously held by the New York
State Common Retirement Pund had a market value of at least $2,000.00 for at least twelve months
prior te, and inciuding, said date.

I there are any quesitons, please contact me or Miriam. Awad at (212)623-8481.

Regards,
4 :

w LTV E?l-., i E;LME; o 4 2/
Daniel F. Murphy -

ec: Pawrick Doherty-~ NSYCRF
Eric Shostal - NYSCRF

4 Chasé Metrstech Center 11% Floor, Brookiyn, HY 11245
Telephone: +1 292 423 8535 Facsimile: «1 718242 1209 daniel f. mwphy@jpmorgan. com
IPRorgan Chase Bank, N.A.
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EXECUTIVE SUMMARY

OG&E submits its Integrated Resource Plan (“IRP”) in both the Oklahoma and Arkansas
jurisdictions in compliance with the IRP requirements that have been established
pursuant to the Oklahoma Corporation Commission’s (“*OCC") Electric Utility Rules and
the Arkansas Public Service Commission’s (“APSC”) Resource Planning Guidelines for
Electric Utilities. This IRP is submitted in response to material changes in planning
assumptions that have occurred since the Company'’s regular triennial IRP, submitted in
accordance with the Commissions’ rules in 2012.

The material change in planning assumptions that has occurred since the 2012
submittal involves specific environmental rules with which OG&E must now
comply. Those rules include the United States Environmental Protection Agency
(“EPA") Mercury and Air Toxics Standards Rule (“MATS’), the Oklahoma Regional
Haze State Implementation Plan (“SIP”) and the EPA’'s Regional Haze Federal
Implementation Plan (“FIP”).

OG&E and the State of Oklahoma appealed the EPA'’s FIP in federal court. On May 27,
2014, the United States Supreme Court denied a petition to review a July, 2013
decision by the 10™ Circuit Court of Appeals. That 10" Circuit decision upheld the
EPA'’s rejection of the SO, emission provisions of the Oklahoma Regional Haze SIP and
the implementation of the EPA FIP related to SO, emissions instead. With the Supreme
Court order, the State of Oklahoma and OG&E have now exhausted all legal avenues in
their effort to gain approval from the EPA for a less costly compliance plan that was
used as one of the planning assumptions in the 2012 submittal.

The issuance of the Supreme Court decision also re-establishes Oklahoma’s (and
OG&E's) time to comply with the Regional Haze rule that had been suspended during
the legal appeal process. OG&E must comply with those requirements by January
2019, a short deadline given the long development lead times required for compliance.

Before discussing the compliance alternatives available to the Company, it is instructive
to review OG&E's efforts to dramatically reconfigure its resource portfolio since
announcing its “2020 Goal” in October 2007. The 2020 Goal established the objective
of deferring the addition of new fossil fuel capacity until at least 2020 and maintaining
flexibility to address future environmental regulations in the manner most beneficial to
our customers. OG&E's strategy for meeting the 2020 goal included new wind energy,
additional transmission in western Oklahoma to enhance the delivery of wind energy,
new customer energy efficiency programs, smart grid supported demand response, and
terminating wholesale electricity sales contracts. Over time, OG&E has retired 237 MW
of aging and less efficient power plants, added 671 MW of wind energy and constructed
multiple transmission lines that support wind energy development in the region. OG&E
also restructured existing demand reduction programs, added a combination of new
energy efficiency and demand response programs, including the technology enabled
- SmartHours program, and announced the termination of 300MW of wholesale contracts
by 2015. As a result of these actions, OG&E’s customers have benefited in the short
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term through lower costs and the Company is better positioned to address an uncertain
environmental future.

For this IRP, OG&E must now determine which of several alternatives meets the
requirements of the EPA FIP and MATS obligations, while serving the best long-term
interests of our customers in light of future environmental uncertainties.

This IRP identifies the best environmental compliance alternative based on a calculation
of the lowest, reasonable cost to our customers. In order to do so, the Company
performed an extensive update of its IRP models and planning assumptions in order to
produce an IRP that reflects the current operating and regulatory environment. This
included updates to its load forecast, demand-side resources, existing unit
characteristics, retirement plan, new unit costs and generating characteristics, emission
control costs, fuel prices, CO, cost assumptions and Southwest Power Pool (“‘SPP”)
Integrated Marketplace (“IM”) prices.

As further described in Section V. of the IRP, OG&E evaluated five alternative
environmental compliance plans that capture the range of possibilities including unit
replacement, installation of scrubber technology, and conversion of existing generation
from coal to natural gas. Each of these alternatives has been subjected to scenario and
sensitivity analyses to assess the impact of uncertainties associated with key input
assumptions including fuel prices and the potential impacts of future carbon regulation.
The results were evaluated against a set of portfolio objectives that included the
projected cost to our customers over a 30-year period and other important customer
objectives including fuel diversity and future regulatory risks.

This analysis indicated that the “Scrub/Convert” alternative is the best approach. The
“Scrub/Convert’ alternative involves the installation of dry scrubbers at Sooner Units 1
and 2 and the conversion of Muskogee Units 4 and 5 to natural gas. It is the lowest
cost alternative in the base case and provides a compromise between the “Scrub”
alternative with its high CO; risk and the “Convert” alternative that exposes customers to
high natural gas price risk. After considering all of the possibilities, OG&E selected the
“Scrub/Convert” alternative which is, in OG&E’s view, the lowest reasonable cost with
due consideration to the uncertainty associated with fuel and carbon prices.

This IRP also reflects the recently implemented SPP IM, which went live on March 1,
2014. The SPP IM includes a Day Ahead market and several other features that will
commit and dispatch resources and transmission flows to serve electricity loads across
the multi-state SPP footprint. While OG&E is still required to own or control sufficient
generation capacity to meet SPP planning reserve requirements, the Company now
obtains all of its energy through the SPP IM rather than relying on its own resources.
As a consequence, the evaluation of OG&E’s prospective resource needs incorporates
an analysis of generation resources, transmission constraints and market conditions for
the entire SPP region.
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In the context of environmental concerns, the SPP IM and the need to meet capacity
requirements, OG&E began to focus more closely on its Mustang plant. OG&E
concluded that retirement of the Mustang steam units in late 2017 and replacement with
new, efficient combustion turbines (“CTs”") at the existing Mustang site in 2018 and 2019
is the best course of action. The initial Mustang unit was built in 1950 and each of the
Mustang units has already operated well beyond the retirement age of nearly all units in
the United States of similar type and size. A significant failure could render the existing
units unavailable to meet load requirements for an extended period of time and/or
indefinitely.

OG&E chose the existing Mustang site as the location for the new CTs for several
reasons. Since it is close to OG&E'’s largest load center, the site provides valuable
reliability support and voltage control functions. The site is also beneficial because of
existing infrastructure such as secure property, electric transmission and
interconnection facilities, a gas pipeline connection, roads, buildings, water lines, water
rights to support operation and maintenance of the plant, an existing workforce and
community support. In addition, retiring and replacing the capacity of the Mustang
steam units on the aforementioned schedule allows OG&E to take advantage of existing
site-specific environmental permits. Delaying replacement of these units will limit or
eliminate OG&E's ability to permit the capacity that OG&E needs to meet SPP planning
capacity margin requirements at the Mustang site. The addition of new CTs at Mustang
will also enhance the development of additional wind in Oklahoma.

OG&E believes the IRP accomplishes a number of key objectives:
e Places the Company in compliance with Regional Haze and MATS requirements
within the prescribed deadlines.
e Provides a balanced approach of cost and risk while preserving fuel diversity and
ensures SPP capacity requirements are met.
o Preserves the strategic Mustang site, enhances the availability of Oklahoma
wind, preserves jobs, and provides reliability benefits in the SPP IM.

e Provides the best opportunity to hold down customers’ costs in a variety of future
circumstances.

OG&E takes very seriously its responsibility to provide reliable, reasonably priced power
produced in an environmentally responsible way. This IRP reflects OG&E'’s plan to
meet federal mandates in a way that minimizes the impact on customers.
Unfortunately, all alternatives available to the Company increase customer costs. After
carefully considering all these factors, OG&E has decided to convert two coal-fired units
at the Muskogee Power Plant to natural gas, add scrubbers to the coal-fired units at the
Sooner power plant, and other pollution control equipment to other units, and replace
vintage natural gas steam units at the Mustang Power Plant with modern combustion
turbines.
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|. INTRODUCTION

A. Purpose of the IRP Submittal

OG&E submits this IRP pursuant to the OCC Electric Utility Rules and the APSC
Resource Planning Guidelines for Electric Utilities. OG&E submitted its last IRP in both
jurisdictions in October 2012. This submittal is being made primarily in response to the
EPA Mercury and Air Toxics Standards Rule (“MATS"), the US Supreme Court’'s May
27, 2014 order that affirmed the EPA’s rejection of Oklahoma’s proposed SIP and
implementation of a FIP. As a result, in order to comply with the Regional Haze
requirements of the Clean Air Act (“CAA”), OG&E must now comply with the EPA’s FIP.
As indicated in Figure 1, our 2012 IRP assumed that Oklahoma’s SIP would ultimately
be accepted by the EPA.

Figure 1: IRP Compliance assumption

o oaee 2014 IRP update
assumed compliance — ~assumes compliance
~with SIPforSO, ~ withFIPforSO,

B. Description of OG&E Service Territory

OGA&E serves more than 800,000 retail customers in Oklahoma and western Arkansas,
as well as a number of wholesale customers throughout the region. The service territory
covers approximately 30,000 square miles, includes 268 communities and surrounding
areas, and has a population of approximately 2 million. OG&E serves Oklahoma City,
which is the largest city in Oklahoma, as well as Ft. Smith, Arkansas. Of the 268
communities served by OG&E, 242 are in Oklahoma, and 26 are in Arkansas. OG&E’s
retail service area is shown in Figure 2.

Figure 2: OG&E Service Area

# OG&E Service Area
® Power Plants
# Wind Power Facilities
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C. Outline of the Report

This IRP Report and Appendices comply with OCC Electric Utility Rules and APSC
Resource Planning Guidelines for Electric Utilities. The organization of the report is
similar to prior reports except that OG&E has included a new section immediately
following this Introduction that describes the new SPP IM and OG&E’s environmental
compliance obligations, and provides context as to how each of these developments
relates to OG&E’s 2020 Goal.

The balance of the analysis is organized like previous IRPs. Section Il presents the IRP
objectives and process. Section IV offers the demand and energy forecast and
modeling assumptions and inputs used in the analysis. Section V explains the analysis
methodology and results. Section VI summarizes the five-year action plan. Section VI
concludes the report with the following schedules as required by Oklahoma Corporation
Commission rule OAC 165:35-37-4(c):

A. Electric demand and energy forecast

B. Forecast of capacity and energy contributions from existing and committed
supply- and demand-side resources

C. Description of transmission capabilities and needs covering the forecast period
D. Assessment of the need for additional resources

Description of the supply, demand-side and transmission options available to the
utility to address the identified needs

Fuel procurement plan, purchased power procurement plan, and risk
management plan

Action plan identifying the near-term (i.e., across the first five (5) years) actions
Proposed RFP(s) documentation, and evaluation

Technical appendix for the data, assumptions and descriptions of models
Description and analysis of the adequacy of its existing transmission system

Assessment of the need for additional resources to meet reliability, cost and
price, environmental or other criteria

An analysis of the utility’s proposed resource plan

. Description and analysis of the utility’'s consideration of physical and financial
hedging to determine the utility’s ability to mitigate price volatility

m

m

AT IO

=r

The report also includes several Appendices. Appendix A presents OG&E’s 2013 Load
Forecast. Appendix B presents the annual customer costs for the resource portfolios
discussed in the plan. Appendix C presents theé annual emissions for the resource
portfolios. Appendix D presents the CO, cost calculation used in the development of
sensitivities. Appendix E presents the technical conference minutes for Oklahoma.
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Il. THE 2020 GOAL, SPP’S INTEGRATED MARKETPLACE, AND
OG&E’'S ENVIRONMENTAL COMPLIANCE CHALLENGES

This section reviews the actions that OG&E has taken to reconfigure its portfolio since
2007, SPP’s new Integrated Marketplace (“IM”) and its impact on OG&E’s resource
planning process, and the environmental challenges that must be addressed by OG&E.

The 2020 Goal and OG&E'’s prior actions to meet that goal provide the foundation for
this IRP. OG&E’s customers are already using electricity more efficiently and shifting
their usage from peak to non-peak hours. OG&E will continue investments and
programs that achieve further gains on the customer side of the meter. The generation
fleet also is more efficient and produces far fewer emissions than it did in 2007.
Through the additions of wind energy, OG&E's generation portfolio is more diverse than
it has ever been.

A. OG&E’s 2020 Goal Progress

The 2020 Goal established the objective to defer the addition of new, incremental fossil
fuel capacity until at least 2020 through a combination of wind energy, new energy
efficiency programs, smart grid-enabled demand response, and termination of
wholesale contracts and by doing so, defer the construction of new incremental fossil
fuel generation until 2020 despite the retirement of 237MW of aging and less efficient
generation. The specific changes undertaken by OG&E since the goal was announced
in the fall of 2007, including demand-side management (‘DSM”) actions to date are
presented in Table 1.

Table 1: 2020 Goal Actions to Date (MW)

Year , Win SM holesale

2008
2009
2010

21 Crossroads — 228 o
2012  Cowboy-60 118
Total  671MW 266 MW  87TMW

As shown in Table 1, OG&E added 671 MW of wind generation over this period bringing
OG&E'’s total nameplate wind capacity to 841 MW. Load reduction from demand-side
resources increased by 266 MW and OG&E terminated 87 MW of wholesale contracts
over this period, further offsetting the amount of capacity that OG&E would otherwise
need in its portfolio. Additionally by May of 2015, OG&E will complete its exit from the
wholesale market with the remaining 300 MW of wholesale contracts being terminated.
Also, by 2015, over 300 MW of demand-side resources will be utilized through a
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combination of energy efficiency and demand response programs, including the
technology-enabled SmartHours program.

In addition to the actions taken to support the 2020 Goal, OG&E also retired several
units over this period without replacement: four circa-1965 combustion turbines with a
total capacity of 56 MW at Enid, a 10 MW CT at Woodward, and a 171 MW gas steam
plant at Muskogee. Continued operation of the Enid and Woodward CTs, as discussed
in the 2012 IRP, would have required the installation of Selective Catalytic Reduction
technology to bring NOx emissions within required limits.

These actions have significantly changed OG&E’s capacity and generation mix as
shown in Figure 3. Wind capacity represents nameplate capacity and does not
represent planning capacity margin.

Figure 3: Nameplate Capacity and Generation Mix Changes
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B. SPP’s Integrated Marketplace

SPP launched its IM on March 1, 2014 after a decade of planning and development
efforts. The IM is designed to improve the efficiency of the electricity system across the
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SPP footprint and to share those benefits with SPP members and their customers. The
IM represents the next step in the evolution of SPP from a regional reliability
organization at its founding in 1941 to becoming a Regional Transmission Organization
in 2004 to operating an Energy Imbalance Services (“EIS”) market in 2007.

The IM is a major enhancement to the market functions initiated by SPP in March 2014.
In designing the IM, SPP has worked with stakeholders in an effort to benefit from the
experiences of other regional market designs, while reflecting the specific
circumstances of the SPP region, including the existing and potential resource base and
the objectives of the region’s state regulators. The IM is expected to contribute to more
efficient transmission and generation capacity development, enhance the ability for both
buyers and sellers to hedge risk, and enhance reliability across the SPP footprint
through a regional balancing of supply and demand. SPP has projected that the IM will
generate approximately $45M to $100M of savings per year, to be shared among the
members. OG&E represents approximately 13% of the total load in SPP and expects to
realize a similar percentage of the overall market savings.

The IM will accomplish these various objectives through the following capabilities:
(1) a Day-Ahead Market with Transmission Congestion Rights;
(2) a Reliability Unit Commitment process;
(3) a Real-Time Balancing Market that supplants SPP's EIS Market,
(4) a price-driven Operating Reserve Market; and
(5) a single SPP-wide Balancing Authority.

The IM does not operate a capacity market or conduct an annual regional process to
obtain incremental capacity, as is the case in certain other regions. OG&E will remain
responsible for ensuring that it has planning capacity sufficient to serve its peak load
requirements. It must meet these capacity obligations through OG&E-owned
generation or contracts for capacity.

OG&E’s minimum capacity planning reserve margin continues to be established
pursuant to Section 4.3.5 of the SPP Criteria as follows:

Generation Reliability assessments examine the regional ability to
maintain a Loss of Load Expectation standard of 1 day in ten years. The
SPP capacity margin Criteria requires each control area to maintain a
minimum of 12% capacity margin for steam-based utilities and 9% for
hydro-based utilities.

Thus, OG&E is required to maintain capacity levels that allow for a minimum of 12%
margin between capacity and demand. This calculation is explained in Section 2.1 of
the SPP Criteria as represented in the following equation:

(Total Net Capability) - (Net On System Demand)
(Total Net Capability)

Capacity Margin % =

10
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This obligation has not changed under the IM and is identical to the capacity planning
assumption that was reflected in OG&E’s 2012 IRP. However, OG&E and all other
Load Serving Entities now obtain all of their energy through the IM and pay hourly
locational marginal prices established by the market, rather than relying on owned or
contracted assets for energy. Also, OG&E sells all of its energy generated by its assets,
including contracted assets, into the IM so the IM will have a direct impact on (1) the
degree to which OG&E’s generation resources will be called upon to provide electricity
and (2) on the revenues that will result from SPP market compensation mechanisms
that establish hourly locational prices to be paid to each generation source.

As a result, in order to evaluate new generation resources in the IRP, it is necessary to
forecast the market prices for the region that will apply to electricity generated by OG&E
units and to purchases from the market to serve OG&E’s load. As described in Section
IV E, OG&E utilizes Ventyx PROMOD 1V, an electric market simulation tool which
incorporates generating unit operating characteristics, transmission grid topology and
constraints, to estimate future energy prices in the SPP IM. Further, market conditions
such as availability of diverse generation resources, fuel pricing and emission costs will
impact market pricing and this is reflected in the design of scenario analyses that
capture the uncertainty in these areas.

C. Environmental Compliance Obligations

The electricity production activities of OG&E are subject to a stringent, complex and
interrelated set of existing Federal, state and local laws and regulations, especially
those governing environmental protection. These laws and regulations can restrict or
impact OG&E's business activities in many ways including requiring remedial action to
mitigate certain emissions and discharges, restricting the way OG&E handles or
disposes of its wastes, regulating future construction activities to mitigate harm to
threatened or endangered species and requiring the installation and operation of
emission control equipment.

Existing and potential environmental obligations have a major impact on OG&E’s
resource plan and have been examined in several prior IRP submittals. OG&E’s 2014
IRP is designed to meet the existing environmental obligations while at the same time
also considering the potential of future environmental regulations, even though certainty

of these rules, including the potential regulation of greenhouse gas emissions, are not
settled.

1. Compliance with the MATS and Regional Haze Rules

The focus of OG&E'’s existing environmental obligations is on the emissions of SO»,
NOx, and certain hazardous air pollutants. Of immediate concern are the MATS and
Regional Haze rules, which combine to impact OG&E'’s coal and gas steam units.

a) Mercury and Air Toxics Standards Rule
The final MATS rule, published on February 16, 2012 and effective April 16, 2012,

11
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includes numerical standards for particulate matter (as a surrogate for metals),
hydrogen chloride (acid gases) and mercury emissions from coal-fired boilers. The
regulations also include work practices for dioxins and furans. Compliance is required
by April 16, 2015 unless extended for one year by the state environmental regulatory
agency. OG&E requested and has received a one-year extension for compliance to
April 16, 2016 from the Oklahoma Department of Environmental Quality.

OG&E plans to comply with MATS by installing activated carbon injection (“ACI") at five
coal-fired units. The cost of installing ACI on all five of OG&E’s coal units is estimated
to be $24 million. OG&E does not believe any retrofits are necessary at its five coal-
fired generating units to comply with the particulate matter and acid gas emission limits.

Because of the relatively low cost of the ACI systems and the three-year difference in
the compliance timeframes for MATS and Regional Haze, OG&E determined that
installing ACI at the five coal-fired units was the least-cost choice irrespective of a
subsequent decision with respect to its coal units under the Regional Haze compliance
plan. In order to comply with the April 16, 2016 MATS compliance deadline, OG&E has
begun the engineering and design process to support ACI installation and is currently
scheduled to finish the construction and installation by January 2016.

b) Regional Haze and the Federal Implementation Plan

On July 6, 2005, the EPA published final amendments to its 1999 regional haze rule.
Regional haze is visibility impairment caused by the cumulative air pollutant emissions
from numerous sources over a wide geographic area. These regulations are intended to
protect visibility in certain national parks and wilderness areas throughout the United
States. In Oklahoma, the Wichita Mountains is the only area covered under the
regulation. However, Oklahoma's impact on national parks in other states must also be
evaluated.

As required by the Federal regional haze rule, the State of Oklahoma evaluated the
installation of Best Available Retrofit Technology (“BART”) to reduce emissions that
cause or contribute to regional haze from certain sources within the state that were built
between 1962 and 1977. Certain units at the Horseshoe Lake, Seminole, Muskogee
and Sooner generating stations were evaluated for BART. On February 17, 2010,
Oklahoma submitted its SIP to the EPA, which set forth the state's plan for compliance
with the Federal regional haze rule. The Oklahoma SIP included requirements for
reducing emissions of NOx and SO, from OG&E's seven BART-eligible units: Seminole
Units 1, 2 & 3, Muskogee Units 4 & 5, and Sooner Units 1 & 2." The SIP also included
an approved waiver from BART requirements for all eligible units at the Horseshoe Lake
generating station based on air modeling that showed no significant impact on visibility
in nearby national parks and wilderness areas. The SIP was subject to the EPA's
review and approval.

\

Muskogee Unit 6 was not in existence prior to August 7, 1977; therefore, Unit 6 is not a
BART-eligible source. Unit 6 commenced commercial operation in mid-1984.

12
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On December 28, 2011, the EPA rejected portions of the Oklahoma SIP and published
a FIP related to Regional Haze SO, emission requirements. While the EPA accepted
Oklahoma's BART determination for NOx in the SIP, it rejected the SO, BART
determination with respect to the four coal-fired units at the Sooner and Muskogee
generating stations. In its place, the EPA implemented its FIP requiring that OG&E
meet an SO, emission rate of 0.06 pounds per MMBtu within five years. OG&E can
meet the proposed standard by either installing and operating Flue Gas Desulfurization
equipment (scrubbers) or fuel switching to natural gas at the four affected units.

The State of Oklahoma and OG&E challenged the FIP at the 10™ Circuit Court of
Appeals and the 10™ Circuit Court of Appeals upheld the EPA’s rejection of the SO,
emission portion of Oklahoma SIP and the EPA’s implementation of the FIP in July
2013. Review by the United States Supreme Court of the 10" Circuit's decision was
sought and denied by the Supreme Court on May 27, 2014, causing the 10" Circuit’s
decision to become final. One positive of these various legal proceedings is that OG&E
received a stay of the FIP, which extended the compliance deadline for the SO, portion
of the FIP.2 The Court's stay was lifted on May 30, 2014 making the FIP compliance
deadline January 4, 2019.

As explained in Section V, OG&E has modeled several scenarios that would meet the
Regional Haze FIP SO, emission limits, including scrubbing all four affected units,
converting or replacing all such units to natural gas and a combination of scrubbing and
conversion/replacement.

c) Initial Actions to Comply with the MATS and Regional Haze Rules

OG&E has already taken certain actions to address these existing requirements by
installing emission control equipment at eight of its units. Specifically, OG&E is
installing low NOx burners at seven units (Muskogee 4 & 5, Sooner 1 & 2, and Seminole
1, 2 & 3) and ACI at its five coal-fired units. These investments are shown in Table 2.

Table 2: Environmental Equipment Installation Plans

Approximate
Completion Investment

Begin

Fqaibmant Construction

ctivate Carbonlnjectlon on5Umts Apr— k $24 rhillibh &
*Includes both past and future investment.

2

The compliance deadline for the NOx portion of the Oklahoma SIP remains January 2017,
as this portion of the Oklahoma SIP was approved by the EPA and was not subject to the
stays granted by the 10" Circuit while the FIP was being challenged.
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2. Future Environmental Compliance Risks

Environmental regulations are expected to become ever more stringent, requiring
increased capital expenditures for control equipment and increased costs to operate the
control equipment and to report compliance. Many of the new and more stringent
requirements are focused on coal-fired generation. Some environmental advocacy
organizations have a stated goal of ending the generation of electricity with coal by mid-
century to address climate change.

With respect to new or proposed environmental rules or actions by the EPA that would
affect OG&E’s generation portfolio, they are numerous and include: (i) EPA’'s Cross-
State Air Pollution Rule (“CSAPR”) that restricts NOx emissions during the ozone
season from May 1 through September 30, (i) EPA’s proposed Coal Combustion
Residuals Rule (“CCR”") that will affect the disposal of coal ash from coal plants, (iii)
EPA’s new rule under Section 316(b) of the Clean Water Act regulating intakes of water
used as a coolant in the power production process, (iv) EPA’s proposed standards for
greenhouse gas emissions from existing power plants, (v) EPA’s adoption in the future
of more stringent standards for pollutants covered by the National Ambient Air Quality
Standards, and (vi) additional reviews by the EPA of future SIPs by Oklahoma to
comply with regional haze provisions of the CAA. In addition, OG&E could be impacted
by the Endangered Species Act and New Source Review Litigation.

a) Cross-State Air Pollution Rule

On August 8, 2011, the EPA published CSAPR to replace the former Clean Air
Interstate Rule that was remanded by a federal court as a result of legal challenges.
The final rule would require 27 states to reduce power plant emissions that contribute to
ozone and particulate matter pollution in other states. On December 27, 2011, the EPA
published a supplemental rule (“Supplemental Rule”), which would make five additional
states, including Oklahoma, subject to CSAPR for NOx emissions during the ozone-
season from May 1 through September 30. Under the rule, OG&E would have been
required to reduce ozone-season NOx emissions from its electrical generating units
within the state beginning in 2012. Both rules were challenged in court by numerous
states and utilities. On December 30, 2011, the D.C. Circuit Court of Appeals stayed
the applicability of both rules. On August 21, 2012, the D.C. Circuit Court vacated
CSAPR and ordered the EPA to promulgate a replacement rule. The Supplemental rule
was not vacated with the original rule but remained stayed at the D.C Circuit Court of
Appeals pending briefing of the merits. After further appeal of the original CSAPR to the
U.S Supreme Court, the Supreme Court, on April 29, 2014, reversed and remanded the
case to the D.C Circuit Court to resolve a number of outstanding technical issues. Until
the outcome of the court process including the briefing of the merits on the
Supplemental Rule is known, the CSAPR requirements remained stayed but not
vacated for the State of Oklahoma. The low NOx combustion equipment being installed
for regional haze also will help meet the CSAPR requirements contained in the
Supplemental Rule. At this point, it is not clear if those measures by themselves will be
enough to satisfy CSAPR or if OG&E will have to consider installing additional controls
or purchasing emission credits.
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b) Coal Combustion Residuals

The EPA published the proposed CCR rule in June 2010, establishing standards for the
management and disposal of byproducts of coal combustion in power plants (coal ash,
etc.). EPA has a December 2014 deadline to finalize the rule. As proposed, the rule
contains three primary options, including one program to regulate CCRs as hazardous
waste, and two options to regulate CCRs as non-hazardous solid wastes. The CCR rule
could require additional investment in the existing coal plants depending on the option
that is included in the final rule. The CCR rule could restrict OG&E’s ability to manage
its coal ash through beneficial re-use, thus increasing the cost of managing coal ash.

¢) Section 316(b) of the Clean Water Act

The EPA published a proposed cooling water intake rule in April 2011 under Section
316(b) of the Clean Water Act. A final rule was released on May 19, 2014. This rule
establishes technological standards for the design and operation of cooling water intake
structures at existing electric generating facilities to lessen their impacts on fish and
other aquatic life. Facilities have the ability to choose one of seven options for meeting
best technology available requirements for reducing impacts but may also be required
to conduct further biological studies to help their permitting authority determine whether
and what site-specific controls, if any, would be required to reduce the number of
aquatic organisms entrained by cooling water systems. This decision process would
include public input. OG&E is still evaluating the final rule to determine the impact on
OG&E facilities.

d) Greenhouse Gas Regulations

The EPA proposed emissions standards for greenhouse gas emissions from new
electric utility fossil-fuel steam generating units and combustion turbines on January 8,
2014. The EPA has determined that partial carbon capture and storage is the “best
system of emission reduction” for new coal plants and that new natural gas combined
cycle technology will suffice for natural gas turbines, specifying limits for emissions of
CO. for each fuel source. The EPA is expected to issue a final rule by the end of
2014. On June 18, 2014, the EPA published a rule for existing power plants. This
proposed rule would require the State of Oklahoma to propose a plan to reduce CO,
emissions in the state by 43% in 2030 compared to 2012, with an interim requirement
for an average 40% reduction between 2020 and 2029. OG&E is still reviewing the
details of this important rule. EPA has stated that it anticipates finalizing the rule by
June 1, 2015. OG&E's plan to convert two coal units to natural gas will reduce CO,
emissions from OG&E's generation fleet, positioning the Company to provide a
meaningful contribution to any state CO, reductions ultimately required by the EPA.

OG&E has accounted for the considerable uncertainty regarding regulation of
greenhouse gas emissions by including a carbon tax in its sensitivity analyses.

e) National Ambient Air Quality Standards (“NAAQS”)

The EPA is required to set NAAQS designed to be protective of human health and the
environment for six specific pollutants. The Clean Air Act requires the EPA to review
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each NAAQS every five years. As a result of these reviews, the EPA periodically has
taken action to adopt more stringent NAAQS for those pollutants. For example, in 2010,
the EPA revised the NAAQS for SO; and NO,, establishing new one-hour standards
that are significantly more stringent than the prior standards. If any areas of Oklahoma
were to be designated as not attaining the NAAQS for a particular pollutant, OG&E
could be required to install additional emission controls on its facilities to help the state
achieve attainment with the NAAQS.

In addition to tightening standards, the EPA has proposed new ways to determine
whether areas are in attainment with the NAAQS. This new process uses computer
modeling instead of actual monitored emissions to determine whether violations of the
standards may occur. If EPA implements such a process, such computer models may
be used to move areas of Oklahoma into non-attainment status. As of the end of 2013,
no areas of Oklahoma had been designated as non-attainment for pollutants that are
likely to affect OG&E's operations. However, in recent years, monitored ozone levels in
Oklahoma have been close to a NAAQS exceedance level and this assessment is
reviewed each year and measured against the standard that is currently in effect.

f) Future Requirements under Regional Haze

When EPA disapproved Oklahoma’'s BART determinations under Regional Haze for
OG&E’s four coal-fired units, it said it was taking no action on whether the state had
satisfied the reasonable progress requirements of the regional haze provisions in the
Clean Air Act. Environmental groups have now sued EPA to force it to take action on
this aspect of Oklahoma’s regional haze plan. Subject to court approval, EPA has
agreed to issue a proposed rule by Nov. 15, 2014 and a final rule by Sep. 4, 2015. The
rule could be used to adopt emission limits that are more stringent than BART or to
apply emission limits to sources that were not subject to BART, although the impact on
OG&E, if any, cannot be determined until there is a specific proposal.

The Regional Haze Rule provides for several planning periods prior to the 2064
deadline for achieving the national goal of natural visibility conditions in Class | Federal
areas. States are required to develop a SIP for each planning period. The second
planning period commences in 2019. It is anticipated that, during the second planning
period, additional reductions of emissions affecting visibilty may be required, or
reductions may be required from additional sources, beyond those regulated in the first
planning period.

g) Endangered Species Act and other Federal Laws

Certain federal laws, including the Endangered Species Act, provide special protection
to certain designated species. These laws and any state equivalents provide for
significant civil and criminal penalties for unauthorized activities that result in harm to or,
harassment of certain protected animals and plants, including damage to their
habitats. If such species are located in an area in which OG&E conducts operations, or
if additional species in those areas become subject to protection, OG&E’s operations
and development projects, particularly transmission or wind projects, could be restricted
or delayed, or OG&E could be required to implement expensive mitigation measures.
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The U.S. Fish and Wildlife Service announced a proposed rule to list the Lesser Prairie
Chicken as threatened on November 30, 2012. The decision applies to a 5-state area
including parts of Oklahoma where OG&E has undertaken the development of certain
large transmission projects. On March 10, 2014, OG&E enrolled in the Western
Association of Fish and Wildlife Agencies’ Range-Wide Conservation Plan for the
Lesser Prairie Chicken. This Range-Wide Conservation Plan consists of industry-
specific conservation practices that apply to new and existing projects and activities in
the impacted area. The Range-Wide Conservation Plan has been approved by the U.S.
Fish and Wildlife Service and incorporated as part of the agency’s final decision on
March 27, 2014 to list the lesser prairie chicken as a threatened species. More than 32
companies have enrolled in the Range-Wide Conservation Plan.

h) New Source Review Litigation

On April 26, 2011, the EPA issued a notice of violation alleging that 13 projects
occurred at OG&E's Muskogee and Sooner generating plants between 1993 and 2006
without the required new source review permits. On July 8, 2013, the Department of
Justice at the request of the EPA, filed a complaint for declaratory relief against OG&E
in U.S District Court for the Western District of Oklahoma (Case No. CIV-13-690-D)
alleging that OG&E did not follow the Clean Air Act procedures for projecting emission
increases attributable to eight projects that occurred between 2003 and 2006. This
complaint seeks to have OG&E submit a new assessment of whether the projects were
likely to result in a significant emissions increase. The Sierra Club has intervened in
this proceeding and has asserted claims for declaratory relief that are similar to those
requested by the United States. The United States has filed a motion for summary
judgment against OG&E, and OG&E has filed a motion to dismiss the claims by the
United States and the Sierra Club. These motions have been briefed and are waiting
for a decision from the court.

If OG&E does not ultimately prevail in these proceedings, the EPA and the Sierra Club
could seek to require OG&E to install additional pollution control equipment, including
scrubbers, baghouses and selective catalytic reduction systems.

On August 12, 2013, the Sierra Club filed a separate complaint against OG&E in the
U.S District Court for the Eastern District of Oklahoma (Case No. 13-CV-00356) alleging
that OG&E’'s modifications made at Unit 6 of the Muskogee generating plant in 2008
were made without obtaining a prevention of significant deterioration permit and that the
plant has exceeded emissions limits for opacity and particulate matter. The Sierra Club
seeks a permanent injunction preventing OG&E from operating the Muskogee
generating plant. On November 4, 2013, OG&E filed a Motion to Dismiss and on March
4, 2014, the District Court issued an Order dismissing the prevention of significant
deterioration claim but allowing the claim relating to opacity and particulate matter
emissions to continue. On May 21, 2014, OG&E filed a motion for summary judgment
on the remaining opacity and particulate matter claims. At the same time, Sierra Club
issued a notice of intent to assert additional opacity and particulate matter claims
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monitoring and emission limit claims not only against Muskogee 6, but also against
Muskogee Units 4 and 5.

If OG&E does not prevail in these proceedings, the Sierra Club could seek penalties
and could seek to require OG&E to install additional poliution control equipment,
including baghouses.
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lll. IRP OBJECTIVES AND PROCESS

A. IRP Objectives

OG&E strives to develop a lowest reasonable cost resource plan that will allow it to
meet its capacity obligations over the 30-year planning horizon at the lowest reasonable
cost (as represented by the Net Present Value of Customer Cost or “NPVCC”) with due
consideration to the uncertainties attributable to many of the planning assumptions
including fuel prices and future environmental regulations. Every generation technology
has a differing set of capital costs, O&M costs, and operating characteristics (i.e., the
ability to start quickly or run at less than full loading) and these differences are captured
in the IRP modeling and reflected in NPVCC calculations.

A primary planning objective that OG&E relies on to address the uncertainties in fuel
and emission prices is fuel diversity. Fuel diversity helps to ensure stability in prices
and reliability in electric supply, protecting the company and customers from short term
contingencies such as fuel unavailability. Natural gas may have limited availability
during times of extreme cold weather when well heads can freeze, impacting both the
amount of flowing gas and the ability of pipelines to reach carrying capacities. Coal can
also have delivery issues which threaten supply, including production problems at the
mine site and railroad transportation issues. Catastrophic weather events such as
floods, tornado, and weather extremes can impact both fuels.

Fuel diversity also provides protection from fuel price fluctuations caused by market
conditions as well as longer term contingencies such as changes in regulatory practices
that can drive up the cost of a particular fuel.

OG&E’s goal is to meet SPP’s planning capacity margin requirements with a fuel
diverse generation fleet. The sensitivity of portfolio NPVCCs to price forecasts depends
to a considerable degree on the nature of the generation mix. For example, the NPVCC
of a portfolio that is heavily weighted toward natural gas plants will be relatively
insulated from the impact of carbon prices but will swing widely in response to volatility
in natural gas prices. Similarly, the NPVCC of a portfolio that is heavily dependent on
coal resources will be relatively sensitive to carbon prices and also be at risk should
regulation of CO; take a less flexible form than a market-based approach. Finally, wind
energy provides very little capacity value (and may not generate energy when it is most
needed and most valuable).

Thus, while a portfolio with a lower NPVCC is clearly preferred, a portfolio with the
lowest NPVCC in any scenario may not represent the lowest reasonable cost portfolio,
even if all portfolios are equally reliable. A portfolio that mitigates risks may be
preferred to a portfolio that has moderately lower NPVCC but exposes customers to
greater risks that actual costs will end up being much higher under a different set of
plausible assumptions. The most desirable portfolio can be characterized as a “robust”
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portfolio because it will produce an acceptable NPVCC outcome under a wide range of
plausible assumptions.

To identify the robust portfolio, OG&E is guided by the following objectives:

(1)
(2)
3)
4)
®)

(6)
(7)
@)
(9)

Reliability: satisfy SPP’s planning capacity margin requirements throughout
the 30-year planning horizon;

Compliance with Existing Environmental Rules: satisfy the requirements of
MATS and the Regional Haze FIP;

Expected Cost to Consumers: lowest reasonable NPVCC subject to
satisfying other IRP objectives;

Fuel Diversity: maintain a reasonable balance among natural gas, coal, and
wind, and other economically viable renewable resources;

Operational Flexibility: maintain or increase the ability of OG&E’s portfolio to
respond at SPP’s direction to localized reliability issues (through quick-start
peaking units, for example);

Portfolio Age: maintain a reasonable balance of capacity as measured by
expected remaining asset life;

Demand-Side Resources: maximize the reliance on economic demand-side
resources; '

Exposure to Fuel and Emissions Prices: consider the sensitivity of NPVCC
based on different assumptions regarding fuel and emissions prices;

Exposure to Future Environmental Regulation: consider the potential that

future environmental regulations (particularly regulations intended to
address greenhouse gases) may result in costly environmental compliance
solutions.

B. IRP Process

The IRP “process” also remains largely unchanged although it is now necessary to
estimate the operation of SPP’s IM by forecasting the market prices for the region that
will apply to electricity generated by OG&E units and to purchases from the market to
serve OG&E load. A seven-step process is used to accomplish the IRP objective,
illustrated in Figure 4.

Figure 4: Integrated Resource Planning Seven Step Process

Develop
Models and

Portfolios
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IV. ASSUMPTIONS AND INPUTS

OGA&E performed an extensive update of its IRP models and assumptions in order to
produce an IRP that is “current”. This section describes the major assumptions: (A)
OG&E’s 2013 load forecast including demand-side resources, (B) Supply-Side
resources from existing units and their transition to new resources and environmental
control alternatives, (C) SPP transmission additions, (D) Fuel price forecast and CO,
price forecast used in sensitivity analysis, and (E) SPP Market Price forecast under
several scenarios and sensitivities.

A. 2013 Load Forecast and Demand Side Resources

OGA&E prepared the September 2013 load forecast that is presented in Appendix A. The
load forecasting framework relies on independently produced forecasts of service area
economic and population growth, actual and normal weather data, and projections of
electricity prices for price-sensitive customer classes. The final energy and demand
forecast includes Federal Energy Regulatory Commission (“FERC") jurisdictional
wholesale contracts as adjustments to the forecast on top of the load forecasting
modeling results. All OG&E wholesale contracts are scheduled to expire by mid-2015.

Estimates of demand-side resources, incremental to those already reflected in the
econometric-based forecast, are developed based on the continued growth in existing
OG&E programs and new programs. Growth in Distributed Generation (“‘DG”) is not
currently included in the load forecast but is considered in the market price sensitivity
section of this report. A more complete discussion of the topic is presented there.

1. Load Forecast — Energy and Peak Demand
Load forecasting includes projections of annual energy sales and peak demand.

a) Energy Sales Forecast Methodology

The retail energy forecast is based on retail sector-level econometric models
representing weather, growth and economic conditions in OG&E’s Oklahoma and
Arkansas service territories. Historical and forecast economic variables (drivers) used in
the models are provided by the Center for Applied Economic Research at Oklahoma
State University.

b) Peak Demand Forecast Methodology

The load responsibility forecast relies on an hourly econometric model reflecting the:
¢ Impact of different weekdays on hourly system load;
Impact of different summer months on hourly system load;
Influence of heat buildup during heat waves;
Impact of the combined effects of humidity and warm temperatures; and
Non-linearity in the load and temperature relationships at very high temperatures;
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Historical and forecast weather-adjusted retail energy sales are the main driver for the
peak demand forecast projections.

c) Energy Sales Forecast

The energy sales forecast adds FERC wholesale sales contracts and line losses to the
retail econometric model forecast. The forecast is based on normal weather in both
Oklahoma and Arkansas. The energy sales forecast is shown in Table 3. The declines
shown between 2015 and 2016 are attributable to the expiration of wholesale contracts.

Table 3: OG&E Energy Sales Forecast (GWh)

2017 2018 2019
Wholesale™ | 511 0 O e
Retail 27,708 28,410 29,258 29,474 29678 29,920 30,144

iWewale 0 28 liBaikio 28973 29,258 29,474 29,678 29,920 30,144

1,986 . 2.025: 2,045 2060 " 2075 2091 2107

Response

.98 10 04 104, 104 4 103
Kesbo i e L , | o
Responsibility 23707 28433 20,661 20777 30,023 30,204 30298 30554 30847 31,121
'SalesGrowth ~ -092% 077% 039% 083% 060% 031% 0.84% 0.96% 0.89%

d) Peak Demand Forecast

Table 4 shows the final load responsibility forecast, adjusted for wholesale loads® and
line losses. The peak demand forecast is also based on normal weather conditions.

Table 4: OG&E Peak Demand Forecast (MW)

T T e
562 6,605 6,651

e 336 6,562 6,605 6,651
Energy Efficiency 8 104 @ 134 167 183 230 223 916
Demand Response  27: 298 306 . 828 “ . 340 344 348 38
Load Responsibility 5,850 5855 5892 5,882 5950 5,988 6,034 6,087
Peak Demand Growth ~ 0.09% 0.63% -0.18% 0.6 5% 0.43% 0.64% 0.78% 0.87%

The Energy Efficiency (“EE”) and Demand Response (“DR”) forecasts reflected in the
previous tables represent incremental demand-side resources, resulting from increased

® This forecast reflects the termination of all wholesale contracts by June of 2015.
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participation in existing programs and the addition of new programs. The impact of prior
years' energy efficiency and demand response efforts is assumed to be captured in the
econometric forecast of retail requirements. These incremental contributions are
described in the following paragraphs.

2. Demand Side Management

OGA&E is required to periodically propose, administer and implement a demand portfolio
of energy efficiency and demand response programs.* Programs implemented after
2012 are not embedded in OG&E’s annual load forecast and are subtracted from the
baseline forecast to calculate the final energy and peak demand forecasts.

While EE programs do provide some demand reduction, EE programs are designed to
educate and encourage customers to make behavioral changes and purchasing
decisions that will provide long-term benefits in managing their energy usage. DR
programs are designed to send customers price signals encouraging them to reduce
their demand during system peak.

a) Energy Efficiency

For more than 30 years, OG&E has successfully managed several DSM programs such
as: Positive Energy Home, Geothermal Home, Heat Pumps, Rate Tamer and Power
Factor Correction. A renewed focus on energy efficiency in the last ten years targeted
areas such as: weatherization of homes for low and fixed income customers, residential
air conditioner tune-ups and duct seals, commercial lighting, and incentive payments to
commercial and industrial customers who reduce peak demand. The benefits of the
programs are reported annually to the OCC and the APSC. Collectively, these programs
have reduced energy by more than 160,000 MWh and demand by more than 40MW.5
As noted above, these historical reductions have been captured in the econometric load
forecast models and therefore are embedded in OG&E’s annual load forecast.

Table 5 and Table 6 present the 2012 combined Oklahoma and Arkansas demand
portfolio estimates of the impact of energy efficiency programs on the load forecast.
OG&E will continue promoting and monitoring these programs and will revise future
estimates as appropriate.

4 OG&E presented the 2013-2015 Demand Portfolio in PUD 201200134. An overview can be
found at: http://imaging.occeweb.com/AP/Orders/03048227 .pdf

® The OG&E 2012 Oklahoma Demand Programs Annual Report can be found at:

http://occeweb.com/pu/DSM%20Reports/2012 OGE Demand%20 Programs Annual Report
%2006-01-2013.pdf

The OG&E 2012 Arkansas Energy Efficiency Program Portfolio Annual Report can be found at:

http://www.apscservices.info/pdf/07/07-075-TF 196 1.pdf
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Table 5: Forecasted Energy Reduction from Energy Efficiency (GWh)

2012 j*7506 "ade 396 376 0928 300 2ot
2015 Programs - 24 , 396 396 376 358 340
2018 Programs . - - - - 242 396 396 396 396
Total 396 496 873 995 1,132 1095 1,061 1,027

Table 6: Forecasted Peak Demand Reduction from Energy Efficiency (MW)

. - 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

2012 Programs
2015 Programs

104 . . .5 ; ;223  2‘16

b) Demand Response

DR programs are designed to encourage customers to reduce their load during peak
loading periods. OG&E offers a Real Time Pricing option which communicates hourly
prices for the next day to encourage customers to shift their energy usage to non-peak
periods. The seasonally and time-differentiated Time-of-Use program communicates
varying prices to customers promoting them to shift their energy use habits. These
reductions have been captured in the econometric load forecast models and therefore
are embedded in OG&E’s annual load forecast.

The demand response of OG&E’s 2013-2015 demand portfolio continues efforts to
expand the SmartHours and Integrated Volt Var Control (“IVVC") programs®. The
SmartHours program integrates technology and pricing to help customers reduce
energy usage at peak times. The program utilizes the Advanced Metering Infrastructure
(AMI) to securely send price signals across the network and through the smart meter,
directly to the Programmable Communicating Thermostat. The Programmable
Communicating Thermostat allows customers to set a temperature schedule in addition
to receiving and responding to price changes automatically while maintaining full control
of their thermostat settings and overall usage at all times. IVVC is a system of devices,
controls, software and communications products used to manage OG&E'’s distribution
system reactive power and voltage level.

In Cause No. PUD 200800398, OG&E restructured the event-based programs to offer
the Load Reduction Rider. This pricing schedule replaced previous event based tariffs
while lowering the customers’ annual on-peak period maximum demand requirement
from 500 kW to 200 kW and above. The customer enroliment period starts in January
and ends March 31%'. OG&E plans to steadily grow this program for the next several
years.

® OG&E Demand Portfolio Technology-enabled Demand Responses program overview can be
found at: http://imaging.occeweb.com/AP/CaseFiles/03034DFA.pdf
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SmartHours, IVVC and the Load Reduction Rider impacts are not reflected in the
annual load forecast and are subtracted from the baseline forecast to calculate the final
energy and peak demand forecasts. Table 7 and

Table 8 show OG&E'’s system-wide estimate of energy and demand reductions possible
for the next ten years. OG&E continues to evaluate these programs to look for more
demand reduction opportunities but believes the current programs aggressively reduce
system peak demand.

Table 7: DR Energy Reduction (GWh)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

s 5 67 Bf b6 B
IvvC 1 25 29,,, 2 38
‘LoadReductionRider 2 2 .2 2. 3
Total Reduction 89 94 198 102 102

Table 8: DR Peak Demand Reduction (MW)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

'Load Reduction R
Total Reduction

As shown in

Table 8, the potential contribution of SmartHours is significant in 2015, illustrating the
success of actual and projected customer enroliments and performance. Once these
programs are fully implemented, OG&E will be able to assess the potential for additional
customers and reductions through SmartHours. The growth in SmartHours from 2016
on is based on an anticipated enroliment from customer growth on OG&E’s system.

B. Supply-Side Resources

As described in Section I, OG&E remains obligated to maintain capacity sufficient to
serve its peak load requirements, either through OG&E-owned generation or contracts
for capacity. OG&E’s capacity planning reserve margin is 12% and must be satisfied by
existing resources (net of any planned retirements) or new capacity resources. OG&E’s
existing resources and potential new resources (by technology) are presented in this
section.

1. Existing Resources

OG&E owns generation and obtains capacity and energy from several purchase power
agreements (“PPAs”). OG&E's generation resources include coal-fired units, gas-fired
steam units, gas-fired combined cycle (“CC”) units, quick start gas-fired combustion
turbine (“CT”) units, and wind facilities. OG&E owns 51% of the Redbud CC plant and
77% of the McClain CC plant. All other fossil plants are fully owned by OG&E. OG&E is
the operator of all of its fossil plants, including McClain and Redbud. OG&E also owns
three wind facilities: Centennial, OU Spirit and Crossroads. Following SPP Criteria 12,
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OG&E’s December 30, 2013 net peak capacity is 6,347 MW. By 2015 OG&E will
complete efficiency improvements at McClain and Redbud realizing an increase of
approximately 55 MW of capacity.

OG&E'’s PPAs include 320 MW from the qualifying facility AES plant at Shady Point that
burns coal and 120 MW from the natural gas fired combined cycle PowerSmith plant.
OGA&E currently has four wind energy PPAs: Sooner Wind at 50 MW, Keenan at 151.8
MW, Taloga at 130 MW and Blackwell at 60 MW. OG&E’s fossil fuel PPAs contribute
440 MW of peak capacity while PPAs from wind contribute 13MW due to their non-
dispatchable qualities. OG&E’s portfolio of electric generating facilities is presented in
Table 9.

Table 9: 2015 OG&E Existing Generation Resources — Peak Capacity*

Gas Fired Steam
(2483 MW)

Quick Start
Combustion Turbine  Mus

Purchase Power -
Wind (13 MW) laloga
Blackwell .

OU Spirit

Total Net Capability
*See steam gas unit retirement dates in Figure 5. OG&E does not assume retirement dates that
are outside the 30-year study period.

** Represents OG&E owned interest.

6,85
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2. Retirement Assumptions

Historically, OG&E assumed for planning purposes that each generating unit in its fleet
would perform for the entire study period. However, the aging of OG&E's fleet
necessitated a change in this approach and the 2012 IRP contained end of life dates for
the units located at the Mustang, Horseshoe Lake and Seminole plants.

Subsequent to the 2012 submittal, OG&E focused more closely on the Mustang plant.
This was in large part because these units are some of the oldest generation units of
their type and size operating in the US.” In addition, OG&E expects the operation of
Mustang units in the SPP IM to evolve even further from their original purpose resulting
in a seasonal role with increased cycling for short periods. Operating older steam units
in a manner not consistent with the purpose for which they were originally designed will,
as a practical matter, tend to shorten the estimated useful life for those units.

OG&E’s more specific analysis of the Mustang units’ age as compared to their peers in
the industry and their anticipated future operations caused the company to conclude
that the risk of significant failure for these units is substantial and increasing every year.
Moreover, if failure occurs in any one of several critical components of a Mustang unit,
including but not limited to the turbine, boiler headers, external high energy piping, or a
generator step up transformer, the units could be unavailable to meet load requirements
for an extended time or even permanently. This is, in part, because replacement parts
for units of this age are often no longer supported by manufacturers and, if they can be
reproduced at all, must be specially made at a significant expense and lead time.
Taking into account the probability and potential impact of equipment failure, as well as
the associated safety issues for our members OG&E concluded that, while the Mustang
units should remain operational in the near term, retiring all of the Mustang units by the
end of 2017 is the prudent course of action. This date represents the earliest
generation can be designed, permitted, procured and installed at the Mustang location.

OGA&E believes that utilizing the existing Mustang site to replace the 463 MW of reserve
planning capacity being retired is prudent for a variety of operational reasons. First, the
Mustang plant serves a crucial reliability support function because of its location within
the load area. Mustang is located only 9 miles from downtown Oklahoma City, within
OG&E's largest load center. Under extreme conditions such as those identified in the
Department of Homeland Security report Terrorism and Electric Power Delivery System®
and recently reported in the Wall Street Journal®, the Mustang units are available to
supply power to a load “island” that could include the critical national security site of
Tinker Air Force Base. The Mustang site plays an especially important role in the

7 For example, according to SNL, Mustang unit 4 is the oldest gas steam unit of its size in the United States.

Also, there is only one unit in the U.S. older than Mustang Units 1 and 2 of similar size and only six units in the
U.S. older than Mustang 3 of similar size. All of the Mustang steam units are already well beyond the average
life for this type of unit (52 years).

National Research Council. Terrorism and the Electric Power Delivery System. Washington, DC: The National
Academies Press, 2012.

Smith, R. (2014, March 12). U.S. Risks National Blackout From Small-Scale Attack. Wall Street Journal
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service restoration process. The Company’s service restoration plan designates
Mustang as a key contributor in re-energizing the system in black start situations and
helping get our other units back on-line in those events. Locating quick-starting
combustion turbines at Mustang would speed up the system restoration process and
allow OG&E to restore the system faster in the event of black start situation. Having
generation close to OG&E’s largest load center also mitigates OG&E’s exposure to
prolonged storm-related outages on the transmission system.

Mustang also provides valuable voltage control on the transmission system. Given the
close proximity of the Mustang plant to Oklahoma City, and since the Mustang plant is
configured to flow power into both the 69 kV and 138 kV transmission systems, it serves
a critical role as a dynamic resource to stabilize voltage on the part of our transmission
system that directly serves the majority of our customers. The Mustang location allows
the transmission system operators the ability to operate within North American Electric
Reliability Corporation (“NERC”) and regionally-mandated criteria, and mitigates the
prospect for sudden, substantial voltage collapses on the system.

In addition, Mustang has an existing infrastructure in place to support operation and
maintenance of the plant including: secure property, electric transmission and
interconnection facilities, a gas pipeline connection, available water supply with water
rights, roads and buildings.

Mustang’s existing environmental air permits provide the opportunity to use the
permitting process for gas-fired generation on OG&E’s system. This opportunity is
based on a “netting analysis” whereby the emissions from replacement generation are
“netted” against the historical emissions from the existing units. Since operation of the
existing Mustang units is expected to decline in the IM market, permitting the new units
in the near term will maximize the amount of replacement generation capacity that can
be installed at the Mustang site.

The company concluded that CTs, with their ability to start quickly and react faster to
SPP market signals, will be dispatched more hours in the SPP market and produce
more revenue (to the benefit of OG&E customers). Similarly, with the growing amount
of intermittent wind generation within the SPP footprint, these new CT units will be able
to react quicker to changes in wind patterns and will complement the growing wind
generation in the state and region. As the amount of wind generation and solar energy
in the SPP market grows, this type of agile gas generation is expected to be even in
more demand. The need for additional quick start CT capacity has been identified in
several of SPP’s Integrated Transmission Plans including the latest plan. OG&E also
determined that no CT’s are available for acquisition in the region.

For all of these reasons, OG&E believes that retirement of the Mustang steam units at
the end of 2017 and the replacement of those units with CT’s at the existing site is the
best course of action. These assumptions are used in the IRP analysis. In addition,
OG&E has performed an analysis comparing this approach to other options for retiring
the four Mustang units and replacing the capacity. The results of that analysis are
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discussed in Section V. The assumed retirement dates for the remaining gas-fired
steam units are reflected in Figure 5.

Figure 5: Assumed Gas-Fired Steam Unit Retirements

Horseshoe Seminole
Lake Plant Plant

Unit 6 (169 MW) — 2024 Unit 1 (486 MW) — 2037
Unit 7 (209 MW) - 2029 Unit 2 (482 MW) - 2039
Unit 8 (394 MW) — 2035 Unit 3 (489 MW) — 2041

As with the Mustang Units, these dates are assumptions that may be adjusted over time
to reflect contemporary conditions.

3. Emission Control Technologies

Several existing generation units will require emission control equipment to comply with
federal and state emissions regulations. Compliance with Regional Haze requirements
under the EPA’s FIP will require either the installation at Sooner 1 and 2 and Muskogee
Units 4 and 5 of Dry Scrubber technology or conversion to natural gas. Several coal
and gas-fired units will require installation of Low NOx Burners to comply with Regional
Haze and potentially for CSAPR rules that are soon to be finalized. Activated Carbon
Injection will be utilized to address MATS. Estimates for natural gas transportation fees
to support the potential conversion from coal to natural gas at both Muskogee and
Sooner plants have also been developed to capture the complete cost associated with
this environmental compliance alternative. OG&E anticipates that a competitive bidding
process Will be necessary to construct new pipeline capacity to serve Muskogee to
support the conversion. Cost estimates for emission control technologies considered in
this IRP are based on information provided by Sargent & Lundy, shown in Table 10.

Table 10: Emission Control Technologies (2014 Dollars)

Overnight Fixed O&M
Control Units Capital Cost Cost
($Millions)

Variable O&M
Cost ($/MWh)

eminole 182

Low NO, Burners eminole 3

Activated Carbon Injection All Coal
el kil e o 502
| Converéion to Gas Sbonéf per unit k $35.7 $0.39

*Represents the incremental cost decrease due to conversion from coal to gas
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4. New Build Supply-Side Resources

OG&E utilized the 2014 Energy Information Administration (“EIA") Annual Energy
Outlook Early Release to identify proxy supply side resources. The proxy units are
meant to represent a generic type of unit and not the specific manufacturer or
technology to be placed into service. The EIA data was used only to screen viable
generation technologies to consider. Two requirements were established for selecting
new resources to analyze: (1) whether the technology was proven, and (2) whether the
cost was economically viable. Resources had to satisfy both requirements in order to be
subject to further analysis. The supply-side resource options and screening
requirements are presented below in Table 11.

Table 11: New Resource Screening Requirements (2014 Dollars)

; Overnight
Capacity Ca psi;t al

(MW’ Cost (8/kW)

Proven

ingle Unit Advanced ~ -
Dual Unit Advanced PC w/ CCS ;

Dual Unit IGCC .
_ Single Unlt IGCC withCCS

' Geothermal Dual Flash
>eothermal - Binary

Mumc:pal Solid Waste

~ Hydro-electric o
. Pumped Storage 250
*Updated Overnight Capital Cost is less than $2,500/kW as shown in Table 12

a) Proven Technology

In addition to providing construction and operating costs associated with the new
resources, the Annual Energy Outlook also discusses how some technologies are more
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developed than others. For example, while carbon capture and sequestration is
discussed as a solution to reduce CO, emissions, repeated utility scale facilities have
not been developed and operated. Therefore this technology is not considered proven
and is not included in a resource portfolio. The advanced units in the Annual Energy
Outlook are typically not technologies proven on a commercial scale.

b) Cost

The second requirement considers the cost of the new resource option. For example,
the Biomass CC unit has a cost of $8,365/kW. This is significantly more expensive than
other renewable or base load resource options; therefore it would not be a reasonable
addition to a portfolio. For purposes of the cost/scale criterion, technologies that have
overnight capital costs of less than $2,500/kW are assumed to pass the test.

As described in the following paragraphs, OG&E supplemented the EIA data for both
wind and central solar facilities through a Request for Information (“RFI") in the case of
wind energy and further research with respect to central solar facilities. In both cases,
the costs are lower than suggested by the EIA analysis.

c¢) 2013 OG&E Wind Energy RFI

To gain market intelligence of wind energy pricing and availability, in 2013, OG&E
issued a Wind Energy RFI. Respondents were “encouraged to be creative with the size
and terms” of agreements. Due to uncertainties associated with wind energy in the SPP
IM the RFI stated “OG&E has a preference for terms that reflect the wind energy
suppliers incur all curtailment risk, including those for economic purpose”. Responses
were received from nine (9) companies that offered twenty (20) locations throughout
Oklahoma and Kansas. Although some responses were structured such that suppliers
took a small amount of curtailment risk, none accepted all curtaiiment risk. Responses
that offered to accept some level of curtailment risk required additional compensation
for accepting the risk, accepted only a very small amount of the risk or both. In contrast,
all of the offers included take-or-pay provisions that would also make the developer
whole on production tax credits in the event of a curtailment other than force majeure
and beyond the amount of curtailment acceptable to the respondent. Base pricing
averaged approximately $22/MWh and is less than that provided in previous RFI's with
respondents citing improved technology resulting in increased capacity factors and
reductions in turbine prices.

d) Central Solar Photovoltaic

Central solar Photovoltaic (“‘PV”) requires 10-15 acres per MW. Two types of Solar PV
systems were evaluated'® to estimate potential costs. The first type of system was a
fixed tilt system that has an estimated cost of about $2.25 per watt and 18.5% capacity

' The overall cost per watt taken from the publically available documentation provided by
Arizona Public Service Company. The capacity factors were derived using load data
provided from a solar vendor's engineering model using Oklahoma City location
characteristics.
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factor. This unit also had less coincidence with peak so the capacity value was
estimated at 50%. The second unit evaluated, a single axis tracking system, is more
expensive at nearly $2.50 per watt but appears to be more beneficial to customers since
it operates with an estimated capacity factor of 24% and has a higher coincident
capacity value of 70%. The estimated maintenance cost is $25 - $40 per kW-year and
includes an inverter replacement once every 10 years. These assumptions are
summarized in Table 12. There are numerous considerations that still need to be
analyzed before wide-scale implementation can be achieved. As more information
becomes available, OG&E will conduct a more in-depth analysis to test the viability of
central solar PV.

Table 12: Central Solar Photovoltaic (2014 Dollars)

Cost Size Capacity Energy Fixed O&M
($IkW) Factor (MWh) ($/K )

F|xedT||t Al ; - 18-5% , ' $25~

e) Sargent & Lundy estimates

A select group of practicable technologies was selected for more in depth study. The
new supply side resources utilized for detailed analysis were provided in the IRP
Technology Assessment:. New Gas Generating Options by Sargent & Lundy. A
summary is shown in Table 13.

Table 13: New Supply Side Resources (2014 Dollars)

Net Heat Rate Overnight Fixed O&M Variable
Technology Capacity (Btu/kWh) Capital Cost Cost O&M Cost
($/kW) ($lMWh)

9,‘040

5. Transmission to Connect New Supply-Side Resources

Supply side resource options often require transmission investments depending on
location and the configuration of existing transmission facilities. In an effort to develop a
more comprehensive estimate of the costs of new generation, OG&E has identified
proxy sites and estimated the transmission expansion costs that would be associated
with these sites. These sites were chosen for analysis purposes only and no
determination has been made on future specific locations.
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a) Thermal Generation

A Transmission Service study was performed by OG&E for the purpose of analyzing the
transmission constraints associated with the addition of one 562 MW generating unit to
the McClain generation plant. The McClain plant is located in McClain County near
Newcastle, Oklahoma. The addition of the unit will require expansion of the McClain
substation to include a 345kv Bus. The estimated expansion cost is $20 million as
detailed in Table 14.

Table 14: Estimated Expansion Cost at McClain Substation

Descnptlon Estimated Cost

aper lines ooped

‘Total 345 kV Expansic

Contingency Analysis was performed to determine if any overloads were present due to
new generation. One overload was detected in the Western Farmers Electric
Cooperative area and transmission network upgrades will be required to correct the
overload. There may be additional cost that will be determined in the SPP study
process.

OGA&E also examined the potential of adding CTs at the Mustang site and determined
that this would not require any additional transmission capacity beyond what is already
located at Mustang to allow for transmission service.

C. New Transmission Facilities

OG&E’s transmission system is directly interconnected to seven other utilities’
transmission systems at over 50 interconnection points. Indirectly, OG&E is connected
to the entire Eastern interconnection through the SPP regional transmission
organization. The SPP footprint covers 370,000 square miles and its 74 members
serve over 6 million customers across all of Kansas and Oklahoma and parts Arkansas,
Louisiana, Mississippi, Missouri, New Mexico, Nebraska, and Texas. In compliance with
FERC Order 890 for transmission planning, SPP performs annual expansion planning
for the entire SPP footprint. OG&E provides input to the SPP planning process, and
SPP is ultimately responsible for the planning of the OG&E system.

The 2014 SPP Transmission Expansion Plan'' (“STEP”) summarizes Integrated
Transmission Planning (“ITP”) efforts including regional reliability, local reliability,
generation interconnection, and long-term tariff studies due to transmission service

" 2014 STEP http://www.spp.org/publications/2014_STEP_Report_Final_20140205.pdf
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requests. The purpose of the ITP process is to maintain reliability, provide economic
benefits and meet public policy needs in both the near and long-term to create a cost-
effective, flexible and robust transmission grid with improved access to the SPP region’s
diverse resources. The ITP is a three-phase iterative three-year process that includes a
long-term 20-year assessment, a 10-year assessment and a near-term assessment.

The first phase, the ITP 20 Year Assessment (“ITP20") is used as a roadmap for the
development of a long-term transmission plan over a 20-year horizon. The ITP20
focuses on the continued development of the SPP region’s extra high voltage (‘EHV")
transmission system to reduce congestion and enable low cost generation access to
SPP’'s members. SPP will not issue any Notifications to Construct as a result of the
ITP20. The ITP20 plan process is repeated every three years.

The second phase of the ITP process is the ITP 10-Year Assessment (“ITP10”), which
analyzes the transmission grid over a 10-year time frame. The ITP10 utilizes economic
and reliability analysis to find solutions for local reliability upgrades, mitigate congestion,
improve access to markets and eliminate potential criteria violations.

The third phase of the ITP process is the annual ITP Near-Term Assessment (“ITPNT").
The goals of the ITPNT are to preserve SPP transmission grid reliability and to create
an effective near-term plan for the SPP footprint. ITPNT will identify potential problems
under normal and first contingency scenarios in compliance with NERC Reliability
Standards, SPP Criteria, and local planning criteria. Mitigation plans to meet regional
reliability needs will be developed and necessary reliability upgrades will be identified
for approval and construction.

Transmission improvements identified in the 2014 STEP were included in the
transmission models for this IRP. Some of the benefits provided by these improvements
include reliability and the capacity for expansion of Oklahoma’'s wind energy.
Transmission system expansion provides benefits to members throughout SPP;
therefore, the costs of all projects constructed in SPP are shared through various cost
allocation methods, depending on the type of project.

The Balanced Portfolio and Priority Projects include transmission upgrades of 345 kV
projects with regional benefits that exceed project costs.'?> These projects provide
benefits through production cost savings, reduced congestion, and integration of SPP’s
East and West regions, among others. The costs associated with these projects are
spread broadly across the SPP footprint because they benefit the entire region. The
2014 STEP included the following major 345 kV transmission projects for OG&E to
construct. A more descriptive list of those projects can be found in Schedule J.

http://www.spp.org/publications/2009%20Balanced%20Portfolio%20-
%20Final%20Approved%20Report.pdf

http://lwww.spp.org/publications/Priority%20Projects%20Phase%2011%20F inal%20Report%20-
%204-27-10.pdf
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Table 15: Major 345 kV Transmission Projects
Expected In

Project Type Project

250 miles of 345 kV transmission line from Woodward
District EHV in west Oklahoma to Oklahoma/Texas
Statelme to Tuco |n west Texas

Balanced
Portfolio

; 30 miles of 345 kV transmlssmn Ilne from Chisholm to
~ Gracemont in western Oklahoma

, kV transmission ;
District EHV to Tatonga to Mathewson to Cimarron in
northwestern Oklahoma '

D. Fuel and CO, Assumptions

The Fuel Price forecast for this IRP is from the Energy Information Agency’s (EIA) 2014
Annual Energy Outlook Early Release and is shown in Figure 6.

Figure 6: EIA Fuel Forecast (Annual Average)

$7.00

$6.00 ,IM"?AW
$5.00 w’
$4.00 —*

$300 ———— ————

e | »
= $2.00 ’,_—..——‘————‘"'— - A
=
“  s1.00
$0.00

2015 | 2016 | 2017 | 2018 2019 2020 | 2021 2022 2023 K 2024
~#=NG ($/MMBTU) | $4.23 | $4.38 | $4.74 | $5.26 $5.42 | $5.33 | $5.58 $5.66 $5.84 | $6.17
~+=Coal ($/MMBTU) $2.14 | $2.18 | $2.24 | $2.33 $2.41 | $2.49 | $2.57 | $2.66  $2.76 $2.85

The 2014 Annual Energy Outlook Early Release assumes that there are no explicit
federal regulations to limit greenhouse gas emissions, therefore CO, emission costs
were only included in the analysis as a sensitivity.
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OG&E developed its CO; cost forecast by calculating, for each year from 2020 on, the
CO; cost that would equate the marginal cost of generation from a natural gas
combined cycle power plant and a scrubbed coal-fired power plant, given their relative
CO. emission rates. This price forecast was developed to create price parity between
efficient gas generation and emission controlled coal generation. OG&E based this
analysis on its forecasted natural gas and coal fuel prices, typical plant heat rates, and
typical plant variable non-fuel O&M costs. The resulting CO, cost forecast shown in
Table 16.

Table 16: CO; Price Forecast ($/ton)
2015 2016 2017 2018 2019 2020 2021

2022 2023 2024

E. Integrated Marketplace Prices

OG&E and the other members of SPP are now participating in the SPP IM which has
implications for the way OG&E plans for generation resources. Since OG&E will sell its
generation into the market and buy all of its load requirements from the market, it is
necessary to calculate future market prices to reflect in the modeling process. OG&E
utilizes Ventyx PROMOD IV®, an Electric Market Simulation tool which incorporates
generating unit operating characteristics, transmission grid topology and constraints, to
determine future energy prices in the SPP IM.

1. Market Price Scenarios

Market conditions such as availability of diverse generation resources, fuel pricing and
emission costs will impact market pricing. To capture the uncertainties associated with
these market drivers, OG&E has developed three market scenarios that it believes are
plausible outcomes. The likelihood that SPP members will be required to control
emissions on their coal plants was used to define the three scenarios:
e Base Case — All announced plans to control emissions on SPP coal units are
included in the models. Also, it is assumed all coal units in SPP smaller than 200
MW and all units older than 1977 that do not have emission controls will be
converted to natural gas. All other coal units with and without emission control
are assumed to be available in the IM.

e High Conversion — Starting with the Base Case scenario, all coal units in SPP
that have not announced plans to control emission are assumed to be converted
to natural gas.

e Low Conversion — All announced plans to control emission on SPP units are
included in the models. All other coal units with and without emission control are
assumed to be available in the IM.

The resulting average annual Locational Marginal Prices (LMPs”) for the three
scenarios are shown in Figure 7.
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Figure 7: SPP Market Scenarios (Annual Average $/MWh)
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2. Market Price Sensitivities

Potential market prices due to the uncertainty of natural gas prices, the potential for a
CO. tax and load requirements were considered through the development of
sensitivities. These sensitivities were developed by changing each assumption
associated with the uncertainties listed below one at a time in the model. The result
was four sets of market prices that reflect these uncertainties.
e High Natural Gas - Natural gas prices 1.5 times as much as the Base Case gas
price

e Low Natural Gas - Natural gas prices 0.75 times as much as the Base Case gas
price

e CO,—-CO,taxis included in 2020

e Low Load - Load across the SPP footprint declines by 10% over the next 10
years because of the increased prevalence of distributed generation

The prices define a range of possible prices in the IM. The resulting average annual
LMPs of the Base Case scenario versus the four sensitivities are shown in Figure 8.
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Figure 8: Market Prices for Sensitivity Analysis (Annual Average $/MWh)
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a) Discussion of Distributed Generation

DG is defined as electricity production that is on premise or close to the customer load
and is interconnected to the utility distribution system. The most common DG
technologies currently being adopted include solar photovoltaic, fuel cells and micro-
turbines. In most applications, DG can be a substitute product for grid-supplied
electricity.

DG growth is increasing in certain states due to policies favorable to DG, tax incentives,
state-level equipment rebates and relatively high electricity prices. Since these
conditions are not prevalent throughout the SPP footprint, the near term impacts of DG
on SPP load and energy prices are not estimated to be material.

However, suppliers of DG systems are structuring their product financing to be more
affordable. Additionally, technological advancements and market dynamics are
expected to reduce the overall costs of DG systems over the next decade. As a result
DG systems will likely become more attractive to customers within OG&E’s service
territory and SPP. Given these factors, there is potential for the adoption of DG systems
to grow more rapidly in five to ten years.

In modeling the market price sensitivity, OG&E considered the impact to SPP market
prices if energy from DG systems reduced total SPP load by an incremental 1% per
year over the next ten years for a total of 10% reduction by 2024.
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V. RESOURCE PLANNING MODELING AND ANALYSIS

This section describes the resource planning analysis that OG&E has performed by
applying the process described in Section Ill. All analyses begin with the assumption
that OG&E is obligated to acquire capacity to meet its SPP capacity planning margin
requirement of 12% as described in Section Il.

OGA&E relies on the Ventyx PROMOD IV® software to model the SPP IM. OG&E
performed base case, sensitivity and scenario analyses based on the assumptions that
are described in Section IV. These model runs produce an estimate of the 30-year
NPVCC which represents one of the most important IRP objectives — producing the
lowest reasonable cost for OG&E’s customers. The sensitivity and scenario analysis
results contribute to the assessment of the portfolio’s ability to satisfy other IRP
objectives, including the value of fuel diversity. Overall, the model results inform
OG&E's judgment as to the lowest reasonable cost resource portfolio.

A. OG&E’s Capacity Planning Obligation

As described in section I, the SPP capacity planning margin is 12% and considers all
resources currently owned or under contract. If expected resources do not reach the
level of customer demand plus the minimum 12% margin, additional resources or a
reduction in load responsibility is required. The results are presented in Table 17.

Table 17: Planning Capacity Margin (MW unless noted)

‘Energy Efficiency
Demand  Demand Response

' Needed Ca{bacity ‘ 9 336 532

As shown in Table 17, OG&E’s initial year of need is 2018 due to the prior retirement of
Muskogee 3, Enid and Woodward plants and the planned retirement of Mustang. Also,
needs increase each year as load continues to grow.
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B. Environmental Compliance Analysis

This section presents the multi-step process used to analyze various environmental
compliance alternatives. These steps include the identification of potential portfolios to
meet both environmental compliance and longer-term capacity needs followed by
detailed modeling analyses including scenario and sensitivity analyses. The final step is
the application of IRP objectives and judgment to the set of model analyses to identify
the lowest reasonable cost plan.

1. Development of Portfolios

Although the EPA has specified in the FIP that OG&E should limit emissions to comply
with Regional Haze, there are several alternatives that should be considered before
deciding on the lowest reasonable cost plan. Since the compliance plans do not result
in an increase in capacity, it is necessary to combine each plan with a capacity
expansion plan before determining which combined compliance/expansion plan will be
the best plan for OG&E and its customers. As described below, OG&E has identified
five potential Regional Haze compliance alternatives and three potential expansion
plans for a total of 15 portfolios to subject to the Ventyx modeling analysis.

a) Regional Haze Compliance Alternatives

OG&E identified five alternatives for controlling SO, emissions and complying with the
Regional Haze rule as established in the FIP by the 2019 compliance year. Each
alternative uses different technologies to achieve required levels of emission reductions,
as outlined in Figure 9 that represent variations of three fundamental alternatives:
installation of dry scrubbers, conversion of the coal units to natural gas, and
replacement of the coal units with new combined cycle plants.

Figure 9: Regional Haze Compliance Alternatives

e Scrub Sooner 1 by 2018 and Sooner 2 by 2019
scub/Conyet e Convert two Muskogee units by 2019

Senib e Scrub Muskogee 4 by 2018 and Muskogee 5 by 2019
e Scrub Sooner 1 by 2018 and Sooner 2 by 2019

Convert ¢ Convert four coal units to gas by 2019

e Scrub Sooner 1 by 2018 and Sooner 2 by 2019

BB » Replace two Muskogee coal units with new CCs by 2019

Replace e Replace four coal units with new CCs by 2019

Each of these compliance plan alternatives assume that Low NOy Burners are installed
on the 7 Regional Haze impacted units (the four coal units and the three gas steam
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Seminole units) by 2017 and that ACI is installed on the coal units by the April 2016
MATS deadline to achieve compliance with respect to mercury standards."

b) Expansion Plan Options

Three expansion plans were developed by considering the SPP 12% planning capacity
criteria. As explained in the Retirement Assumptions section, the Mustang units will be
retired and options for replacement are analyzed as part of the overall future expansion
plan. All expansion plans examined are consistent with OG&E’s “2020 Goal” with no
incremental fossil fuel generation added to the resource portfolio until 2020.

OG&E utilizes a screening process as described in Section IV to narrow the options to
those that are feasible to OG&E. In this screening process, Combined Cycle units and
Combustion Turbine units met all the screening criteria for consideration. OG&E
obtained more specific unit data from Sargent and Lundy in order to model the
expansion units in the SPP IM. The CCs and CTs were then distributed across the 30-
year forecast period with in-service dates as necessary to meet OG&E’s projected
capacity needs. Each of the three primary options adds capacity beginning in 2018 to
meet the capacity need that will result from the retirement of the Mustang units. They
represent an all CC-option (“CC”), a CT followed by CCs (“CT”), and an option that
reflects the flexibility offered by smaller sized CT’s by spreading them out over 2 years

along with a mix of CTs and CCs “(Spread CT”). These options are presented in Table
18.

Table 18: Expansion Plans

560 560 560 560
ccC Mw MwW Mw Mw
cC CcC CcC cc
' 560 560 560
CT Mw MW MwW
cc cc CC
: 560 560 560
Spread CT [ I MW MW MW
CCc cc CcC

c) Portfolio Identification

The five Regional Haze compliance alternatives were combined with the three
expansion plan options to form 15 distinct portfolios. This collection of portfolios allows
OG&E to compare the compliance alternatives while also offering insights on the

' Specific installation dates for emission controls must be assumed for modeling purposes and

are based on current OG&E plans although the actual installation dates may change
somewhat as the development plans are finalized.
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benefits of each expansion option. This also allowed OG&E to determine if or how
expansion plan options impact the Regional Haze compliance alternatives. These 15
portfolios are shown in Figure 10.

Figure 10: Portfolio Development

Compliance Alternatives
1. Scrub/Convert

2. Scrub 15 Distinct

3. Convert
4. Replace/Convert
5. Replace

Portfolios

2. Portfolio Modeling Analysis

The modeling analysis determines customer costs as measured over the 30-year
forecast period. The portfolios are first analyzed using the “Base Case” set of forecast
assumptions, before testing the impacts of alternative sets of assumptions by
performing scenario and sensitivity analyses. The production cost with market impact of
each portfolio is determined utilizing PCI GenTrader® software with a model set-up that
represents OG&E’s generating unit characteristics and operating constraints. The
OG&E generators are dispatched against the IM price forecast to simulate operations in
the SPP IM. The return on rate base and non-production expenses associated with
each portfolio is then added to production costs with market impacts to determine the
customer costs as shown in Figure 11.

Figure 11: Customer Cost Components

Capital
Investment

Accumulated
Depreciation

Accumulated

Fixed O&M
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a) Compliance Alternative and Expansion Plan Analysis

The results of the modeling are provided in a 30-year Net Present Value (“NPV”) of
customer costs format for each compliance alternative and expansion plan in Figure 12.

Figure 12: Compliance Alternative and Expansion Plan Comparison ($Billions)

$24.5
$24.0
$23.5
= $23.0

mCC
uCT
m Spread CT

30 yr NPV of Customer
Cost ($Billion)

Scrub/ Convert Scrub Convert  Scrub/ Replace  Replace

As shown in this figure, the “Replace” alternatives are considerably more expensive
than the “Convert” alternatives. The “Scrub” and “Convert’ alternatives are relatively
close (as well as the combined “Scrub/Convert” alternative). There is also minimal
difference among the three expansion options although they are consistently ranked
from lowest cost to highest cost as follows: Spread CT, CT, and CC. The expansion
options do not appear to influence the comparison among environmental compliance
alternatives. For the remaining analysis shown in this report, the Spread CT expansion
plan will be used since it is the least cost option. To better understand the dynamics
between compliance alternatives it is helpful to consider the customer cost components
of the three lowest cost compliance alternatives as identified in Figure 13.

Figure 13: Cost Component Comparison for Select Compliance Alternatives
($Billions)

$24
$22
$20
$18
$16
$14
$12
$10
$8
$6
$4
$2
$0

Market Impact

m Expenses

®m Return on Rate Base

30 Year NPV ($Billions)

Scrub/Convert Scrub Convert




| 2014 Integrated Resource Plan - Update OG[%

As shown, the alternatives that include scrubbing have higher return on rate base and
1 expenses but lower production cost with market impact. The lower production cost with
| market impact reflects the margins that customers receive from OG&E selling coal
‘ generation into the market. The alternatives that include converting coal to natural gas
have lower return on rate base and expenses but higher production cost with market
impacts because OG&E has less coal generation to sell into the market. Comparing the
production cost with market impact of the three compliance alternatives illustrates the
| value of coal generation as compared to market prices.

The next step in the analysis is to consider how these portfolios perform when subject to
different IM price scenarios and sensitivity analyses around fuel prices, carbon prices,
load forecast and capital costs.

b) Scenario Analysis

| As described in Section Ill, OG&E developed three market scenarios that were defined

| to capture the uncertainty of other SPP IM participant responses to environmental
compliance requirements with respect to their coal units. OG&E’s compliance
alternatives were tested in each market scenario to determine the impact that other
market participants could have on decisions made by OG&E. The Spread CT expansion
plan is used with each compliance alternative for the market scenario combinations
illustrated in Figure 14.

Figure 14: Compliance Alternatives and Market Scenario Combinations

Compliance Alternatives
1. Scrub/Convert
2. Scrub

3. Convert
4. Replace/Convert
5. Replace

The 30-year NPV of customer costs for each compliance alternative in the scenario
analysis is provided in Table 19.

Table 19: Market Scenario 30-year NPVCC Values ($Billions)

Scrub/ Scrub/
Convert Serub Gonvert Replace

The “Convert” compliance alternative is impacted by a change in market prices by about
$0.5 billion ($22.2 to $22.7 billion) and is more than the other alternatives. Again, this is
due to OG&E having less coal generation to sell into the SPP market or to hedge
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market prices due to diversification. This analysis has no impact on the return on rate
base or fixed costs making it possible to focus more narrowly on production costs and
generation revenue to compare the scenarios. The difference in production cost and
generation revenue is the savings customers realize from owning low cost coal
generation and is shown in Figure 15.

Figure 15: Customers Production Cost in Base Case Market Scenario ($Billions)

$20

u Fuel & Variable O&M m Gen Sales Revenue @ Customer Savings
$15

$10

$0

(1.8)

30 Year NPV Customer
Production Cost ($Billions)
Rl
[,

($5) {2:8) ' 37

($10)

Scrub/ Convert Scrub Convert

In the Base Case market scenario the 30 year NPV customer production cost savings
associated with the “Scrub” compliance alternative is $1.9 billion more than the savings
associated with the “Convert” compliance alternative. To demonstrate the impact of
market prices on the NPV savings associated with compliance alternatives, the
customer production cost in the High Conversion market scenario is shown in Figure 16.

Figure 16: Customers Production Cost in High Conversion Market Scenario

($Billions)
$20 - -
. m Fuel & Variable O&M u Gen Sales Revenue = Customer Savings
(7]
- C
@ $15
+
2@ $10
°%
38 %
Zzc
&2 .
ol _
™ O ($5) = (2.6)
& G-7) (4.8) ‘
($10)
Scrub/ Convert Scrub Convert

In the high conversion market scenario the 30-year NPV customer production cost
savings associated with the “Scrub 4” compliance alternative jumps to $2.2 billion more
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than the savings associated with the “Convert 4’ compliance alternative. Comparing the
two charts it is clear that the scrub alternatives offer increased savings as market prices
increase and thus provide a hedge against higher market prices due to diversification.

c) Sensitivity Analyses

Sensitivity analysis involves changing a single input variable of the Base Case and
measures the impact of the change in that specific variable. The variables changed in
the sensitivity analyses are the Natural Gas Prices, Load for SPP members, CO, Prices
and capital cost of emission control technologies as described in section Ill. The Spread
CT expansion plan is used with each compliance alternative for sensitivities illustrated in
Figure 17.

Figure 17: Sensitivity Development

Compliance Alternatives
1. Scrub/Convert
2. Scrub

3. Convert
4. Replace/Convert
5. Replace

The 30-year NPV of customer costs for each case in the sensitivity analysis is provided
in Table 20.

Table 20: Sensitivity 30-year NPVCC Values ($Billions)

Scrub/
Convert

Scrub/

Scrub Convert Replace

Replace
$2

S0 eGS0 Gy
$26

$23.2 $24.2

Low Capital Cost  $21.1  $21.0 $21.4 $215 $22.2

As expected, compliance alternatives that rely on converting from coal to natural gas
are impacted by gas price sensitivity the most and compliance alternatives that rely on
scrubbing coal units are impacted by gas price sensitivity the least. The reverse is true
for CO2 price sensitivity as a carbon tax would hit coal unit costs the hardest. Low load
has very little impact on all compliance alternatives though the largest impact is on the
convert alternative since lower load in SPP would free up low cost generation in the
market resulting in reduced load costs. Sensitivity to capital costs has a relatively low
impact as compared to natural gas and CO, price sensitivity but it does have the
greatest impact on the scrub compliance alternatives as they have a higher capital cost.
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The tornado charts in Figure 18 present the range of customer costs for each
compliance alternative using the base case scenario as a starting point.

Figure 18: Sensitivity Analysis NPVCC ($Billions)
Natural Gas  $18  $20 $22  $24 $26  $28  $30  $32

Scrub/Convert | ! | | |
Scrub
Convert
Scrub/Replace
Replace
co, $18 $30  $32
Scrub/Convert ‘ 2
Scrub
Convert
Scrub/Replace
Replace

Low Load $18 $20 $22 $24 $26 $28 $30 $32

L 1 1 i i H 1

Scrub/Convert L
Scrub
Convert

Scrub/Replace
Replace I

CAPEX $18 $20 $22 $24 $26 $28 $30 $32
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3. Lowest Reasonable Cost Plan

Given the relatively modest differences among the three lower-cost environmental
compliance alternatives and the varying results of the CO; and gas price sensitivities,
OGA&E concludes that the Scrub/Convert alternative offers the lowest reasonable cost.
This determination was based on the least cost/risk plan that best meets the
comprehensive list of objectives identified by OG&E. This is an appropriate conclusion
despite the fact that the Scrub/Convert is not the lowest cost plan in any of the six
sensitivity cases presented in Table 20. Rather, it is the second lowest cost option in all
six cases, whereas the Scrub and Convert options have a lower cost than the Replace
options in all of the cases. In order to operate Muskogee 4 and 5 as gas units a natural
gas pipeline into the Muskogee plant will need to be constructed. OG&E expects that
through a competitive bidding process a third party would construct the pipeline and
charge a transportation fee for the service.

It should also be noted that acquisition of an existing 500 MW combined-cycle plant
could be an alternative to the conversion of a Muskogee unit. OG&E has acquired two
existing combined-cycle plants over the past decade (McClain and Redbud) and
continues to monitor CC plants across the SPP region. However, it should also be
noted that our analysis indicates that the acquisition cost of this alternative would have
to be very aggressive in order to compete with the “Convert’ alternative, less than
$250/kW for a new highly efficient plant. Older CC plants with higher heat rates would
make sense only at lower acquisition costs. Thus, it appears that it isn’'t a viable
alternative as OG&E believes no combined cycle plants are available at the acquisition
cost necessary make this alternative economical.

Overall, the lowest reasonable cost plan is the Scrub/Convert compliance alternative
with Spread CT expansion plan. This portfolio provides the best overall performance
when measured against the set of IRP objectives.

C. Wind Energy Analysis

OG&E considered including wind generation as an element of the environmental
compliance plan analysis but determined that it would not add any incremental insights
that would affect the analysis or recommendation. The primary objective of the
environmental compliance plan is the absolute requirement that OG&E replace the
capacity provided by the existing coal units with a like amount of capacity in order to
meet its load obligations. SPP only recognizes approximately 5% of nameplate wind
generation capability for capacity margin purposes, implying that 10,000 MW of wind
would be needed to replace just one of OG&E’s 500 MW coal units. Therefore, wind
generation would not serve as an effective resource to address the planning capacity
needs in OG&E’s environmental compliance plan.

Additionally, OG&E considered wind energy from a customer savings perspective. Prior
to the SPP IM, OG&E either generated wind energy or purchased wind energy through
purchased power agreements. This energy was used to directly serve OG&E'’s
customers and the cost of the wind energy was passed through to customers. In the
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SPP IM, the entire pool (including OG&E customers) proportionately pays the market
price for each individual wind facility as determined by the SPP economic dispatch
model regardless of the wind energy provider's cost. The wind energy provider (or its
customers) bears the price risk between its costs and the market price as determined by
SPP.

Another change created by the SPP IM is that wind developers may now construct wind
farms and sell the energy output directly into the SPP IM without an agreement with
OG&E. While analysis indicates that wind energy may provide energy cost savings
over a 25 year period, these savings are dependent on assumed SPP IM prices. Based
on recent experience with wind energy there is considerable SPP IM price risk and the
respondents to our 2013 RFI declined to assume this risk. We expect that this price risk
will diminish as new transmission capacity is placed in service and will monitor this risk.
However, given this risk, OG&E has made a decision not to pursue additional wind
generation at this time. In the interim, we are supportive of wind developers
constructing new wind farms and selling the energy directly into the SPP IM.

This does not imply that wind energy will not continue to serve a critical role in OG&E'’s
portfolio and indeed it is likely that OG&E will increase its reliance on wind energy over
the coming decade, particularly after transmission constraints are relieved. The fact is
that wind technology and associated capital costs are continuing to improve and may
indeed reach levels where wind energy tax credits are no longer necessary to support
growth in wind energy. OG&E will continue to monitor the market and revisit its
decision as more is understood of the uncertainties.

D. Central Solar Analysis

Combining the costs of the investment and future maintenance expenses, the 30-year
net present value of the cost of 10 MW of central solar is around $35 million. This cost
can then be compared to the expected revenues from the solar unit operating in the
various market price scenarios and sensitivities. As shown in Figure 19, the cost of solar
is about twice the amount of the potential revenues, confirming that central solar is not a
viable option for OG&E at this time.
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Figure 19: Potential Revenue and Cost ($Millions)
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E. Conclusions from Resource Planning Analysis

Based on this resource planning analysis, OG&E has determined that the following
strategy will provide the greatest benefits to OG&E’s customers:

(1) Continue to aggressively pursue demand-side resources;

(2) Scrub Sooner Units 1 and 2;

(3) Convert Muskogee 4 and 5 to natural gas;

(4) Defer expanding wind energy for at least two years, or until transmission
constraints are relieved and there is greater certainty as to the value of wind
in the SPP IM; and

(5) Replace Mustang Units 1-4 (463MW) with ten net 40MW (net 400MW)
natural-gas fired combustion turbine units over the course of two years,
beginning in 2018.

When considered as a comprehensive resource plan, this combination of actions
addresses OG&E’s future requirements in a lowest reasonable cost manner and
leverages prior OG&E actions that have been made while it implemented the 2020
Goal.
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VI. RESOURCE STRATEGY AND ACTION PLAN

The Five-Year Action Plan addresses the years from 2014 to 2018. Within this time
frame, OG&E will be making modifications to a number of units to maintain compliance
with environmental regulations.

Figure 20: Action Plan Timeline

Scrub Sooner Unit
: Scrub Sooner Unit

Convert Muskogee

Low NOX Burners

RegionallHaze

\TS Compliance MATS Extension
D Compliance Date

A. Environmental Controls

1. Activated Carbon Injection

The installation of ACI equipment for mercury removal is planned to be complete on all
coal units by April 2016.

2. Low NO, Burners

By early 2017, OG&E plans to complete installation of Low NO, burners with overfire air
on 7 units (Muskogee 4 & 5, Sooner 1 & 2, Seminole 1, 2 & 3) to reduce emissions that
cause or contribute to regional haze. Installation has been completed on Muskogee unit
5 and Sooner units 1 and 2.

3. Dry Scrubbers at Sooner

Dry scrubbers for SO, removal will be installed on Sooner 1 by 2018 and Sooner 2 by
2019. OG&E believes the installation of dry scrubbers will keep the Sooner plant in
compliance with the federal requirements for SO, emissions.
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4. Convert Muskogee 4 & 5 to Natural Gas

Muskogee 4 & 5 will be converted to natural gas by 2019. OG&E believes the
conversion from coal to natural gas will satisfy the federal requirements for SO,
emissions.

B. Mustang Unit Retirement and Replacement Units

OGA&E plans to retire the existing Mustang plant in 2017 and replace with ten 40MW
natural-gas fired combustion turbine units over the course of two years. The first of the
replacement units are planned to come online in 2018.

C. Demand Side Management Plan

OG&E plans to continue to expand Energy Efficiency programs and expects growth in
Demand Response programs. OG&E depends on the Demand Side Management plan
to maintain an adequate planning capacity margin in SPP and to achieve the “2020
Goal.”

D. Future Generation Options

OG&E will continue to monitor market conditions and implementation feasibility of
generation options. In the spring of 2015, OG&E will seek market information by issuing
an RFI for fossil fuel generation capacity along with renewable (solar and wind)
generation. The findings from the RFI will be considered in OG&E’s 2015 IRP.
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VII. SCHEDULES

This section is intended to provide a tabular summary of each section as described in
the OCC'’s Electric Utility Rules, Subchapter 37 of Chapter 35, section 4 (c).

Schedule A — Electric Demand and Energy Forecast

Details of this forecast can be found starting on page 21 and also in Appendix A —
OG&E 2013 Load Forecast. Also included is the Demand Side Resources which can be
found starting on page 23.

OG&E Energy Sales Forecast (GWh
201 201 2017 20 2019 2020 2021 2022 2023 2024

g ey b e
28,410 AT4 29,678 29,920 30,144
28,410 29,678 29,920 30,144
1,986 12,025 , 2,075 2,091 2,107

4 31753 2011 32051

Losses
Energy
Efficiency
Demand
Response e lle 1 1040 los 04 103
Load

Responsibility ’29,707 29433 29661 29777 30,023 30204 30,298 30554 30847 31,121

'Sales Growth ~ -092% 0.77% 0.39% 083% 060% 0.31% 0.84% 0.96% 0.89%

396 496 638 793 873 995 11432 1095 1067 1027

OG&E Peak Demand Forecast (MW
2015 201 2017 20 2019 2020 2021 2022 2023 2024

Whelesale . ... .. 0 0 ... 6. 0. 0 9. 0o 0. 0
Retail 6205 6252 6336 6377 6437 BA70 6528 6562 6605 6,651
Total 2 = 68205 B252 6336 6377 6437 64710 6528 6562 6605 6651
Energy Efficiency 82 108 14 167 483 0B | 238 93p 998 | 4B
Demand Response 272 293 309 328 332 336 340 344 348 348
Load Responsibility 5850 5855 5892 5882 5921 5924 5950 50988 6,034 6,087
Peak Demand Growth ~ 0.09% 0.63% -0.18% 0.67% 0.05% 0.43% 0.64% 0.78% 0.87%
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OGE
Forecasted Energy Reduction from Energy Efficiency (GWh)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

1201 rams 396 396 306 376 358 34007 323" ‘Bo7 291
2015 Programs ; 100 242 396 39 396 396 376 358 340
12018 Programs - - - 100 949 396 396 396 396

Total 396 496 793 873 995 1132 1.095 1061 1027

Forecasted Peak Demand Reduction from Energy Efficiency (MW
201 roaans B3 88 Tes | esiiio e se T ea e
2015 Programs n - 21 51 86 83 & 43 (9 15 ° 7]
2018 Programs .. - - - - .22 > .8 B8 83 83
Total 83 104 134 167 183 209 238 230 223 216

DR Energy Reduction (GWh
2015 2016 2017 018 2019 2020 2021 2022 2023 2024

Smartionre » 0 66 167 670 66 67 BB iiee 68 i en B
IvvC , 33

Load Reduction Rider 2 2. 92 3
Total Reduction

3 7y o
2014 Inte(

98 102 102 104

89 194 194 194 194 194 194 194 194 194
; ki ;54 , : 62 8 82 82 82
LoadReductionRider 41 45 49 53 58 80 ‘64 68 71 74

Total Reduction 272 293 309 328 332 386 0340 044 348 348

54




2014 Integrated Resource Plan - Update OGI-E y

Schedule B — Existing Resources

This schedule provides a summary of existing supply side resources. Details on this
data can be found in the Resource Options section starting on page 25.

2015 OG&E Existing Generation Resources — Peak Capacit

Gas Fired Steam
- (2483 MW)

Quick Start
Combustion Turbine
(176 MW) / gsB
, Seminole 1GT

Purchase Power-  Keenan
Wind (13 MW)

et Capability
* Represents OG&E owned interest.
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Overnight

Control Units Capital Cost Variable O&M

Cost ($/MWh)

DryScrubber Al Coal per unit $247 ‘%8s
Low NO, Burners Muskogee 4 $11.0 $0.24 -

Low NO, Burners | soonert. $10.6 024 -
Low NO, Burners Seminole 1&2 $41.3 $1.30 -
Low NO, Burners Seminole 3 . $190 4 %0864 . -
Activated Carbon lnjectlon All Coal $24.3 5080 $2.50
Conversion to Gas . Musskogee . . %357 8550 . S0D
Conversion to Gas Sooner . $35.7 -$5.75* $0.39

*Represents the incremental cost decrease due to conversion from coal to gas

Schedule C — Transmission Capability and Needs

Section IV.C on page 33 provides a description of OG&E transmission system. The
table below shows how many miles of transmission OG&E has for each transmission

voltage.
Transmission Lines by Voltage (Miles
Voltage 69 kV 138kV 161 kV 345 kV 500 kV Total

1,413 1,910 ‘ ‘ iosr. | 471, 4709

Schedule D — Needs Assessment

This schedule provides the needs assessment for new generating resources for the
next 10 years. A further description of these needs is found on page 39.

Planning Capacity Margin (MW unless noted)
i 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

- / 6,405 6,355 6,355 5,942 5942 5942 5942 5942 5942 5773
Purchase Contracts - 453 453 41 A 291 391 1] 11

‘Resou'rces ;
: . Tolal Net Dependable
‘ Capability 6 ,395 6, 393 5 273 6 273 6 275 5 953 5./84

Load Forecast 6,205“ 6,252 6 336 6 377 6,437 6 470 6, 528 6 562 6,605 6 ,651

Energy Efficiency 88 104 134 167 183 209 238 0930 063 94B
Demand  Demand Response 272 293 309 328 332 336 ‘340 344 348 348
Net On System Demand 5,850 5,855 5892 5882 5921 5924 5950 5988 6,034 6,087
Capacity Margin 1008 953 916 513 477 349 393 085 81 803
Capacity  Percent Capacity . - ' ~ ; . '
Needs Margin (%) 147 140 134 80 74 55 572 45 14 59
Needed Capacity - - - 289 336 460 488 532 905 1134
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Schedule E — Resource Options

This schedule provides a description of the supply side options available to OG&E to
address the needs identified in Schedule D and further explained starting on page 30.

New Supply Side Resources (2014 Dollars

Net Heat Rate Overnight Fixed O&M Variable

Technology Capacity Capital Cost Cost O&M Cost
(Btu/kWh) ($/KW)

Schedule F — Fuel Procurement and Risk Management Plan

On May 15, 2014, OG&E filed its annual Fuel Supply Portfolio and Risk Management
Plan with the OCC as part of Cause No. PUD 200100095. The filed document can be
found at the OCC.

Schedule G — Action Plan

This schedule outlines the proposed actions for the next five years. These actions are in
accord with this IRP, and will position OG&E to complete the plan as described in this
report. The Five-Year Action Plan addresses the years from 2014 to 2018. Within this
time frame, OG&E will be making modifications to a number of units to maintain
compliance with environmental regulations.

Action Plan Timeline

Scrub Sooner Unit
Scrub Sooner Unit

Convert Muskogee

_ Low NOXBurners

ATS Compliance
Date

MATS Extension
Date

Regional Hazs
Compliance Date
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Environmental Controls
Activated Carbon Injection
The installation of Activated Carbon Injection (ACl) equipment for mercury
removal is planned to be complete on all coal units by April 2016.

Low NOx Burners

By early 2017, OG&E plans to complete installation of Low NOy burners with
overfire air on 7 units (Muskogee 4 & 5, Sooner 1 & 2, Seminole 1, 2 & 3) to
reduce emissions that cause or contribute to regional haze. Installation has been
completed on Muskogee unit 5 and Sooner units 1 and 2.

Dry Scrubbers at Sooner

Dry scrubbers for SO, removal will be installed on Sooner 1 by 2018 and Sooner
2 by 2019. OG&E believes the installation of dry scrubbers will keep the Sooner
plant in compliance with the federal requirements for SO, emissions.

Convert Muskogee 4 & 5 to Natural Gas

Muskogee 4 & 5 will be converted to natural gas by 2019. OG&E believes the
conversion from coal to natural gas will satisfy the federal requirements for SO,
emissions.

Mustang Unit Retirement and Replacement Units

OG&E plans to retire the existing Mustang plant in 2017 and replace with ten 40MW
natural-gas fired combustion turbine units over the course of two years. The first of the
replacement units are planned to come online in 2018.

Demand Side Management Plan
OG&E plans to continue to expand Energy Efficiency programs and expects growth in
Demand Response programs. OG&E depends on the Demand Side Management plan

to maintain an adequate planning capacity margin in SPP and to achieve the “2020
Goal”

Renewable Generation

OG&E will continue to monitor market conditions and implementation feasibility for
renewable generation options. We will consider new projects with reasonable and
manageable price and risk characteristics that satisfy our generation needs.
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Schedule H — Requests for Proposals

OG&E has already conducted Requests for Proposals (“‘RFPs”) for all control equipment
associated Low NOx burners and is in the process of conducting RFPs for dry scrubber
and ACI equipment. OG&E plans to conduct RFPs for the installation of the remaining
low NOx burners and is in the process of conducting RFPs for the installation of dry
scrubbers and ACI. In addition, OG&E intends to conduct RFPs for the equipment and
work associated with both the conversion of the Muskogee Units and the installation of
the new Mustang units. OG&E will make the RFP documents and procedures for the
low NOx burners, scrubbers and ACI available upon request and subject to the
Protective Order issued in Cause No. PUD201400137.

Schedule | — Modeling Methodology and Assumptions

This schedule is a technical appendix for the data, assumptions, and descriptions of
models needed to understand the derivation of the resource plan. The table below
explains who supplied each assumption and provides a reference for where this
information is found in the IRP. Since the load forecast is provided in Appendix A, the
remaining was provided in Schedule A, it has not been repeated here.

u i Source Page

Natural Gas
CO, .
‘Market Price

Descriptions of Software Tools
OG&E utilizes two software programs for production cost modeling.
GenTrader®

The GenTrader ® software provided by Power Costs, Inc. is designed to model complex
portfolios of power and fuel resources, including generators, contracts, options, and
ancillary services in great detail. Some of the functionalities include: multiple and
concurrent fuel and emission limits, multi-stage combined-cycle modeling, ancillary
services like regulations and spinning reserve as well as energy limited contracts.
GenTrader® is used to simulate OG&E owned or contracted units serving OG&E’s load
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PROMOD IV®

The PROMOD IV® software provided by Ventyx is the industry-leading Fundamental
Electric Market Simulation software, incorporating extensive details in generating unit
operating characteristics, transmission grid topology and constraints, unit
commitment/operating conditions, and market system operations. PROMOD IV® is
used to model the SPP Integrated Marketplace. -

Schedule J — Transmission System Adequacy

This schedule is a description of the transmission system adequacy over the next 10
years. SPP evaluates system adequacy and develops a transmission expansion plan to
determine what improvements are necessary to ensure reliable transmission service.
The 2014 SPP Transmission Expansion Plan' describes improvements necessary for
regional reliability, local reliability, generation interconnection, long-term tariff studies
due to transmission service requests and transmission owner sponsored improvements.
Included in below is a subset of the 2014 STEP, which OG&E has committed to
construct.

Estimated Capital Expenditures for OG&E Committed Projects

Year escription Type of Upgrade Cost Alloca

Dover-Twin Lake-
Crescent- Reconductor Line Beoion
2 2014 Cottonwood and Substation 9 $9.6

conversion 138 Work Reliability

' Balpced
Portfolio

Tuco - Woodward
345 kV (OG&E)

’:I;Iltchlar;d -

New Line and : .
6 2014 Woodward 345 : : i High Priority
KV dbl Ckt | Subsf(atlon Work .

- Thistle

'* 2014 STEP: http://www.spp.org/publications/2014 STEP Report Final 20140205.pdf
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Cost
($Million)

Description Type of Upgrade Cost Allocation

Classen - -
Southwest 5 Tap  Substation Work

'Renfrow'345/138
10 2014 kV Transformer

Regional
Reliability

,;Substatlon Work; _Interconnection .. YT
New 345/138 kV Regional
Transformer Reliability

$3.1

iition ; Reliabiity ~ $117
Grant County . Regional
Substation e Reabily )

12 2014

Transfo‘ er

Renfrow - Grant
14 2014 County 138 kV
line.

- New Line and Regional $4.5
Substation Work Reliability :

Medford Tap - NewlLineand @ Regional
16 2014 Renfrow 138 KV Substation Work Rellabmty $3.2

.~ Doolin - Medford  New Line and Regional
. Tap 138 kv Substation Work Reliability

Regional

O Reby,

Ft. Smith
Substation

Transmission $14.0

72 2911 Service

- Transmission

El Reno - Service

24 2017 PL ElIReno 69 kV Substation Work
CKT 1 ;

. Chisholm-

f~2,5,’{2‘0;1;85’f S\;acemont 345 f‘{:f,Substatl ' Wor k lTPjQﬁ’-;;

Transmission ;
Service 0.0
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Year Description Type of Upgrade Cost Allocation (sﬁﬁﬁ;n)
Bryant - Memorial Line and Transmission
e R SubstationWork  Service "
~ Arcadia - Red|  New Lineand ~ Transmission
345 kV Ck ‘ubstatlon‘Work ~ Service
Tatonga -
Woodward New Line and
28 2021 Distict EHV 345 Substation Work D S0
kV Ckt 2 ;
, ,Matthewson- .

 Newlineand

021 Tatonga 345KV oo i Work TR0 9658
Cimarron - .
New Line and
30 2021 kM\?tct;t:(?v;son 345 b g ITP10 ’$32.9

31 D ilimEin

Transmission system expansion provides benefits to members throughout the SPP;
therefore, the costs of all projects constructed in the SPP are shared through various
cost allocation methods, depending on the type of project.

Schedule K — Resource Plan Assessment

This IRP assessed the need for additional resources to meet reliability, cost and price,
environmental, and other criteria established by the OCC, the State of Oklahoma, the
APSC, SPP, NERC, and FERC. All criteria were met by all portfolios considered in this
IRP, in the base line condition. These criteria were also met in scenarios and
uncertainties which included variations in load growth, fuel prices, emissions prices,
environmental regulations, technology improvements, demand side resources, and fuel

supply, among others. This plan provides a comprehensive analysis of the proposed
options.

Schedule L — Proposed Resource Plan Analysis

This IRP demonstrates that all proposed alternatives meet all planning criteria as
outlined in Schedule K. The proposed action plan outlined in Schedule G best meets
these criteria. Documentation of the planning analysis and assumptions used in
preparing this analysis are described in Schedule .

Schedule M - Physical and Financial Hedging

Currently, OG&E’s Fuel Cost Adjustment tariff provides OG&E customers’ effective
protection against fuel price volatility as shown in Chart 1. Additionally, OG&E has a
diverse mix of generation assets as outlined in Section IV of this report. The sensitivity
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analysis in Section V illustrates the advantages of generation diversity and the impact of
the fuel volatility.

Daily Gas Price Volatility Compared

with Residential Rate Volatility
650% -

~——-% Change 6 Pipe Index Daily
600% -4 Spot Gas Prices
~——% Change Residential
550% 14 Customer Total Rate
500%
450%
400%
350%
. l
2 300%
=
O 250% o
k- |
g 200% i
£ 150% i 1 { |
100% -—H } Wr ! '
50%
__’_I“L J L
0% -
-50% T T T T T T T T T
8 3 = p 3 g 8 5 3 3 s a9 S
< c 3 I3 < c c c € < € c c
2 L3 ] 2 5 =2 3 = 5 ] 2 g g
Note: 1. Base value for percentage changes is: 1/1/2000

2. Fuel Adjustment Factors moved to coincide with operations

Financial Hedging of a commodity such as power plant fuel is aimed at reducing the
volatility in price. Financial hedging comes at a cost in the form of transaction costs,
margin calls and premiums required to lock in pricing. OG&E’s customers have been
protected to a large extent from the historic volatility in natural gas prices by OG&E's
portfolio approach to fuel and purchased power. As a result, the Company does not

believe it to be prudent at this time to incur the additional costs associated with financial
hedging.

On May 15, 2014, OG&E filed its annual Fuel Supply Portfolio and Risk Management

Plan with the OCC as part of Cause No. PUD 200100095. The filed document can be
found at the OCC.
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Appendix A — OG&E 2013 Load Forecast
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2013 Load Forecast Executive Summary

Executive Summary

This report presents Oklahoma Gas & Electric Services’ (OG&E) 2013 Load Forecasts. It
describes both energy and peak demand forecasting models developed by OG&E with input
from OG&E’s Load Forecasting Team.

The 2013 retail sales forecast utilized the revenue class-based econometric modeling framework
that has been in place for over a decade. The 2013 load responsibility peak demand forecast is
based on an hourly econometric model of weather and economic effects on OG&E’s hourly load
responsibility series. The hourly modeling approach has been used since the 2000 forecast.

The load forecasting framework relies on independently produced forecasts of service area
economic and population growth, actual and normal weather data, and projections of OG&E
electricity prices for price-sensitive customer classes. The load forecast contains the energy
efficiency impact expected from the anticipated future implementation of national energy
efficiency standards for appliances, lighting products and equipment. The final energy and
demand forecast includes Federal Energy Regulatory Commission (FERC) jurisdictional
wholesale contracts as post-modeling adjustments. (All OG&E wholesale contracts are
scheduled to expire by mid-2015.) OG&E Demand Side Management Programs are now
included in the final energy and demand forecasts as post-modeling adjustments.

The economic data, on which the forecast relies, indicates the economy in OG&E’s service
territory has experienced a strong recovery since the Great Recession. Regional economic
indicators have outpaced those at the national level over the past few years. Economic activity
has moderated somewhat recently, but the economic forecast shows that growth is expected to
accelerate again in the near term. A primary reason for the expected uptick is an anticipated
increase in oil & gas drilling and pipeline activity over the next 2 years.

The energy and demand forecasts through 2023 are shown in tables on the next pages. The retail
energy forecast is anticipated to grow at an average annual rate of 1.12%. The final energy sales
forecast, after adjusting for OG&E DSM programs, projects an average annual growth at 0.52%.
Retail peak demand is anticipated to grow at an average annual rate of 0.92% over the next
decade. The final demand forecast after adjustments is nearly flat across the 10 year forecast
horizon.
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2013 Energy Forecast

2015 2016 2017 2018 2019 2020 2021 2022 2023
FERC AVEC! 946,007 | 1,007,181 | 511,201 . y . - > - - .
MWH Sales SPA’ 21,221 10,305 " 3 & " : - . - :
Without OMPA? 219,000 ¥ - % 2 . . . - - .
Losses MDEA* 61,320 - - =
-50.75% | -100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Retail Residential 9,114,402 | 9,255,993 | 9,355271 | 9,436,621 | 9,530,650 | 9,573,518 | 9,632,811 | 9,665,510 | 9,635,237 | 9,587,179 | 9,564,471
MWH Sales Commercial 7,038,163 | 7,159,631 | 7,280,760 | 7,402,484 | 7,492,217 | 7,552,977 | 7,628,098 | 7,704,192 | 7,782,821 | 7,867,416 | 7,962,220
Without Industrial 3,949,581 | 3,969,431 | 3,976,535 | 3,991,491 | 3,999,874 | 4,010,761 | 4,027,394 | 4,047,964 | 4,071,446 | 4,096,226 | 4,119,268
Losses or Petroleum 3,356,420 | 3,541,919 | 3,602,539 | 3,640,935 | 3,699,291 | 3,754,359 | 3,812,699 | 3,870,984 | 3,917,493 | 3,963,274 | 4,005,883
OG&E DSM Street Lighting 65,336 65,999 66,835 67,680 68,495 69,294 70,103 70,935 71,811 72,727 73,666
Public Authority 3,237,332 | 3,320,825 | 3,426,197 | 3,522,540 | 3,619,937 | 3,706,604 | 3,801,442 | 3,898,472 | 3,995356 | 4,091,677 | 4,194,541
2.06% 1.44% 1.28% 1.24% 0.90% 1.06% 0.99% 0.74% 0.69% 0.81%
Total Total Retail + FERC | 28,008,782 | 28,351,724 | 28,219,338 | 28,061,750 | 28,410,463 | 28,667,514 | 28,972,546 | 29,258,056 | 29,474,164 | 29,678,498 | 29,920,048
MWH Losses’ 1957,814 | 1,981,786 | 1,972,532 | 1,961,516 | 1,985,891 | 2,003,859 | 2,025,181 | 2,045,138 | 2,060,244 | 2,074,527 | 2,091,411
With Losses « ,
1.22% -0.47% -0.56% 1.24% 0.90% 1.06% 0.99% 0.74% 0.69% 0.81%
OG&E DSM Energy Efficiency 100,026 241,603 396,266 496,292 637,869 792,532 872,745 995,499 | 1,132,280 | 1,095,479 | 1,060,519
MWH Reduction | Demand Response 30,866 68,023 88,907 94,129 97,663 102,028 102,294 103,684 103,775 104,005 103,763
Load
Responsibility
MWH

0.83% 0.60% 0.31% 0.84% 0.96%

0.39%

0.63% -1.06% -0.92% 0.77%

" AVEC Contract can expire on June 30, 2015

? Paris Contract expired on May 31, 2012 and Vance Contract has been extended to May 31, 2014

3 OMPA PSA Contract terminates on December 31, 2013 and is removed from forecast at that time due to the absence of an Evergreen clause in the contract.
f MDEA Contract 2 expired on December 31, 2012 and MDEA Contract 1 can expire on April 30, 2014

> The energy loss factor is 0.0699
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2013 Peak Demand Forecast

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
FERC Demand AVEC! 215 229 5 = s - - = . - -
(MW)
Without Losses

-10.26%

Pre OG&E DSM
Load

Responsibility
(MW)
1.30% -2.83% 0.77% 1.33% 0.64% 0.94% 0.51% 0.90% 0.53% 0.66%

Pre OG&E DSM | Energy(MWH) Subtotal | 29,966,596 | 30,333,510 | 30,191,869 | 30,023,267 | 30,396,355 | 30,671,373 | 30,997,727 | 31,303,194 | 31,534,408 | 31,753,025 | 32,011,460
Load Factor Pre DSM Load Factor 54.27% 54.23% 55.55% 54.82% 54.77% 54.91% 54.98% 55.23% 55.15% 55.24% 55.33%
OG&E DSM Energy Efficiency 21 51 83 104 134 167 183 209 238 230 223
Reduction (MW) | Demand Response 171 232 272 293 309 328 332 336 340 344 348
Net Load
Responsibility
(MW) . 0 _ .

-0.14% : 0.63% -0.18% 0.67% 0.05% 0.43% 0.64% 0.78%
DSM Adjllsted Total Net Energy MWh | 29,835,703 | 30,023,884 | 29,706,697 | 29,432,846 | 29,660,823 | 29,776,813 | 30,022,688 | 30,204,012 | 30,298,353 | 30,553,541 | 30,847,178
Load Factor Load Factor 55.73% 56.16% 57.97% 57.38% 57.46% 57.79% 57.88% 58.20% 58.13% 58.25% 58.35%

' AVEC Contract can expire on June 30, 2015

? Paris Contract expired on May 31, 2012 and Vance Contract has been extended to May 31, 2014

* OMPA PSA Contract terminates on December 31, 2013 and is removed from forecast at that time due to the absence of an Evergreen clause in the contract.
* MDEA Contract 2 expired on December 31, 2012 and MDEA Contract 1 can expire on April 30, 2014
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2013 Load Forecast Introduction

1 Introduction

The 2013 load forecast offers a ten year projection for energy, peak demand and customer
growth. The 2013 retail sales (energy) forecast utilized the revenue class-based econometric
modeling framework that has been in place for over a decade. The 2013 load responsibility peak
demand forecast is based on an hourly econometric model of weather and economic effects on
OG&E’s hourly load responsibility series. The econometric model used for customer growth
relies heavily on population growth projections in OG&E’s service territories. |

The load forecasting framework relies on independently produced forecasts of service area
economic and population growth, actual and normal weather data, and projections of OG&E
electricity prices for price-sensitive customer classes. The final energy and demand forecast
includes Federal Energy Regulatory Commission (FERC) jurisdictional wholesale contracts as
post-modeling adjustments. (All OG&E wholesale contracts are scheduled to expire by mid-
2015.) OG&E Demand Side Management Programs are now included in the final energy and
demand forecasts as post-modeling adjustments.

A simplified process map, as shown in Figure 1, shows how historical data is integrated with
external forecasts of the future. This modeling step first tests previous assumptions in a
regression analysis to historical performance (this is also called the backcast). Assumptions are
adjusted as needed to produce the future forecast for each revenue class. Modeling adjustments
are made to the forecast to incorporate additional changes before the final forecast is produced.

Figure 1 — Load Forecast Process

Modeling Adjustments
* National EE Standards

OG&E DSM Programs
Historical Data
«  Weather

*  Energy
+ Customers Counts

Modeling ; 2013 Demand,
* Backcast : Energy and

¢ Forecast Customer Forecast

External Forecasts
* Economic (Oklahoma & Ft Smith)
¢ Price (Fuel and Rates)
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2013 Load Forecast Economic Outlook

2 Economic Outlook
KEY TAKEAWAYS:

e Oklahoma economic activity has leveled off recently, but it is expected to pick up in
2014 due to growth in the Energy Sector. k

o  Consumers’ spending has increased and is expected to modestly increase in the near
term.

o Employment growth in Oklahoma has outpaced the nation, and is expected to show
continued strength in the next few years.

2.1 Economic Summary

Oklahoma entered the Great Recession behind most of the country, and it has been recovering
slightly ahead of the rest of the nation. Recently, economic activity in the state has leveled off,
but it is expected to resume adding gains in the near future. A modest national recovery has led
to increasing demand for products that are typically exported from the region (energy, aerospace,
manufacturing, agriculture, etc.). Relatively healthy activity in the energy sector continues to
drive the Oklahoma economy and should provide continued momentum for gains in income and
employment across all sectors of the state economy.

2.2 Underlying Economic Fundamentals

Consumer spending has risen in the past year and has been especially strong among restaurants
and hotels, while showing little change among retailers and auto dealers. Manufacturing activity
has improved somewhat with additional, but moderated gains expected in the near future.
Transportation activity has been relatively flat, while sales in the high-tech services sector have
risen slightly. The residential real estate market continues to improve with increased sales,
construction, and prices, while the commercial real estate sector has continued to slow. Banks
have reported slightly higher loan demand and improved loan quality, although non-performing
loan problems exist throughout the state. The Agricultural sector has seen substantial easing of
drought conditions, leading to higher yields, corresponding lower crop and cattle prices and
higher land values. However, the sector has been restrained by lower farm income levels in
2013, as well as higher interest rates on farmland real-estate. The energy sector remains sound,
but off from highs of the previous two years. Most sectors reported higher input prices, but final
goods prices and wages have remained stable, which is consistent with national trends.

2.2.1 Oklahoma Employment

Oklahoma’s employment has risen back above pre-recession levels and overall employment
growth continues to outpace the nation in most areas of the state. Employment growth in the
Natural Resources and Mining sector is expected to remain at historic levels in the next few
years, although at a more moderated pace when compared to the two previous years. Any
significant deviation in energy prices will greatly affect employment in this sector. Employment
in both Manufacturing and Construction is forecast to continue growing over the next two years.
State and Local Government employment is forecast to rise slightly as the state budget continues
to recover, but this is highly dependent on the political process. Federal Government
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employment in the state is anticipated to continue declining due to spending cuts at the federal
level.

2.2.2 Oklahoma Energy Sector

Overall energy activity remains fairly stable at high levels in Oklahoma. Oklahoma drilling
activity has slipped somewhat as growth in the number of active crude oil rigs offset steep
declines in natural gas drilling. Drilling activity is expected to grow at a consistent pace in
coming months, even as activity continues to shift away from natural gas to oil. A slowdown in
natural gas drilling is expected to put upward pressure on natural gas prices. Crude oil prices
have been influenced by the conflicting pressures of declines in U.S. crude oil inventory and
concerns over softening global demand. However, later this year, China is projected to exceed
the US in oil imports, which is expected to ease any remaining global demand concerns.

2.2.3 Manufacturing Sector

Manufacturing production and hiring have continued to increase, but at a more moderated pace
when compared to the previous two years. Manufacturers expect activity in the near term to be
substantially moderated from gains seen in 2011 and 2012. Manufacturing production in the
OG&E service territory is closely related to oil and natural gas drilling activity.

2.2.4 Real Estate and Construction

Real estate activity continues to improve, and construction activity has strengthened. Residential
home sales and prices have risen, and home inventories continue to fall. The housing market is
expected to continue to improve in the near term, with storm recovery construction expected to
provide further positive influence in the sector. Even before the May 2013 storm/tornado
impact, which the Oklahoma Department of Insurance estimates could top $1 billion; builders
were reporting an increase in housing starts and a rise in new home prices as well as
improvement in the traffic of potential buyers. Commercial real estate conditions have
moderated. Construction and sales of commercial real estate properties have slowed slightly,
real estate prices and rents have remained flat but vacancy rates continue to fall. Views are
mixed on the near-term impact rising interest rates will have on the real estate sector.

2.3 Role of Economic Data in 2013 Energy Sales Forecast

The 2013 retail energy forecast is based on retail sector-level econometric models representing
OG&E’s Oklahoma and Arkansas service territories. Historical and forecast economic variables
(drivers) are provided by the Center for Applied Economic Research at Oklahoma State
University (OSU). The historical economic data is compared to actual retail sales to determine a
correlation. Then the economic forecast parameters are used to predict retail energy based on
historically-defined correlations.

2.4 Economic Drivers for Energy Forecast

The 2013 Economic Forecast calls for modest increases in economic growth in Oklahoma and
Ft. Smith over the next five years relative to the previous decade. The economic drivers for Ft.
Smith show higher growth rates over the next five years in comparison to the previous decade
due to relatively poor economic conditions during the previous decade. The growth rates for
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2019 to 2023 are still expected to remain at strong levels as the prolonged economic recovery
continues nationally. Table 1 shows the historical and projected annual average growth rates of
the primary economic drivers utilized in the retail energy forecast.

Table 1 - Economic Driver Growth Rates

Economic Driver Average Annual

Economic Drivers and Models Growth Rates
2002 -2012  2013-2018 2019-2023

Residential OKéﬁgﬂefr’gs)mal Income 2.38% 2.88% 1.38%
Commercial Oﬁ%ﬁ;ﬂe?g‘;’)“ Metro Product 2.25% 3.39% 3.05%
£ | Industrial OKSﬁant;nEﬂ?rﬁnﬁii Public 4.24% 0.79% 1.98%
s ploy
= | Petroleum Na‘;‘;f;;i:?‘;ﬁ;‘ﬁ f‘ Mining 12.71% 3.42% 3.25%
Street OKC Population 1.42% 1.32% 1.33%
Lighting
Public Oklahoma Real Gross State Product |  1.84% 2.96% 2.71%
Authority
Residential | Real Gross Metro Product 0.75% 2.16% 1.95%
s Commercial | Real Personal Income 1.79% 4.12% 3.57%
E
w » - - .
< | Industrial M“]i:‘:r‘lgp’li‘y"f]geﬁg’ Construction 0.68% 4.08% 1.46%
|
) — : .
3 | Petroleum M"é‘;“;’lz‘;fli‘nntg’ Construction 0.68% 4.08% 1.46%
-}
-
< | Street Population 0.83% 0.78% 0.96%
Lighting
Public. Real Gross Metro Product 0.75% 2.16% 1.95%
Authority
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3 OG&E Demand Side Management Summary

KEY TAKEAWAYS:

o Energy Efficiency (EE) and Demand Response (DR) reduce the load requirements on
the system.

o Historical savings from previously implemented EE programs are already embedded in
the load forecast.

OG&E Demand Side Management includes both Energy Efficiency and Demand Response
programs. While EE programs do provide some demand reduction, EE is designed to educate
and encourage customers to make behavioral changes and purchasing decisions that will provide
long-term benefits in managing their energy usage. DR programs are designed to encourage
customers to reduce their demand during system peak. Detailed descriptions of current programs
can be found in Appendix B — Expected DSM Program Impacts.

The impact of EE programs implemented between 2009 and 2011 is embedded in the baseline
energy and peak demand forecasts. However, the expected impacts of more recent and future
programs, as well as the expected impact of DR programs have been subtracted from the baseline
forecast to calculate the final energy and peak demand forecasts. Table 2 and Table 3 show the
expected impacts of these programs. '

Table 2 — Expected Energy Reduction from OG&E DSM Programs

2012 Programs | 100 | 242 | 396 | 396 | 396| 396 | 376| 358| 340| 323| 307

2015 Programs - - - 100 | 242 | 396 | 396 | 396| 396 | 376 | 358
2018 Programs - - - - - - 100 | 242 | 396 | 396 | 396

Smart Hours 25 58 66 67 67 66 67 68 68 68 67
IVVC ) 9 21 25 29 33 33 33 33 33 33

LRR 1 2 2 2 2 2 3 3 3 3 3

Demand (MW)
2012 Programs 21 51 83 83 8 83 79 75 71 68 64
2015 Programs - - - 21 51 83 83 83 83 79 75
2018 Programs - - - - - - 21 51 83 83 83
Smart Hours 118 | 165 189 | 194 194 | 194 194 | 194 | 194 194 : 194
IVVC 18 29 41 54 67 82 82 82 82 82 82
LRR 35 38 41 45 49 53 56 60 64 68 71
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4 Energy Forecast

KEY TAKEAWAYS:

Total retail energy increases by an average of 1.12% per year
Total retail energy for 2023 is expected to be 29,920,048 MWh

4.1 Econometric Modeling Process - Energy

The retail energy forecast is generated from a regression analysis of historical energy, economic
growth patterns and annual weather. OG&E’s retail energy is divided into six market segments
(residential, commercial, industrial, petroleum, street lighting and public authority) for both
states (Oklahoma and Arkansas). Within each segment, a variety of different models is prepared
and tested against actual historical sales to determine which model provides the highest quality
forecast for that market segment. The models test a range of variable combinations (i.e. model
specifications), each with separate intercept and slope coefficients.

The dependent variable is OG&E’s retail energy sales by market segment. Key independent
variables include:

Electricity price paid by the customer.
Economic conditions as reflected through various economic indicators.

Cooling degree days, base 65. This cooling degree day variable effectively represents
temperature impacts when daily average temperatures (average of the daily minimum and
daily maximum temperatures) exceed 65 degrees.

Heating degree days, base 65. This heating degree day variable effectively represents
temperature impacts when daily average temperatures fall below 65 degrees.

Monthly or seasonal variables, used to capture the highly seasonal nature of energy sales.

The monthly energy consumption analysis for each market segment follows a three-step process:

Step 1.  Set up models for each market segment with different variable groups and generate

estimates using the 2012 model specifications as a starting point

Step 2. Inspect goodness-of-fit and other important statistics (e.g., R-squared, t-statistics,

multicollinearity statistics); compare actual versus predicted values of the
dependent variable over the historical period.

Step 3. Adjust variables repeat steps 1 and 2 as needed until a final model specification is

generated.

Between 10 and 50 models were estimated for each segment. The final model was not always the
one with the “best fit.” The overriding selection criterion was the model providing the best
forecast. For example, if a model with an R-square of 0.95 had a larger error in the out-of-sample
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Energy Forecast

L 1

period than an alternative model with an R-square of 0.93, the latter model was selected. Table 4
and Table 5 detail the final model variables used for Oklahoma and Arkansas, respectively.

Table 4 — Oklahoma Energy Model Drivers

Primary Economic Drivers

Oklahoema Economic Outlook

Other Drivers

. . Real Residential electric price, Heating-Degree

Residential OKC Real Personal Income (Ex-Energy) Days (HDD), Cooling-Degree Days (CDD)
. OKC Population, Real Commercial electric
Commercial OKC Real Gross Metro Product (Ex-Energy) price, HDD, CDD
. OKC Transportation & Public Utility OKC Non-Durable Goods Manufacturing
Industrial E
mployment Employment

Petroleum Natural Resources & Mining Personal Income Nominal Energy GSP
Street lighting OKC Population Free Street Lighting Service Variable
Public Authority | Oklahoma Real Gross State Product Reacll};;bhc Authority electric price, HDD,

* Some models also have monthly-specific intercept and interaction terms.

Table 5 — Arkansas Energy Model Drivers

Primary Economic Drivers

Arkansas Economic OQutlook - Ft. Smith

Other Drivers

Residential Real Gross Metro Product Ft. 21:::2 i’{cg)gl,ag(l))nl,)Real Residential electric
Commercial Real Personal Income Real Commerecial electric price, HDD, CDD
Industrial Mining, Logging, Construction Employment Fort Smith Real Manufacturing Gross Product
Petroleum Mining, Logging, Construction Employment N/A

Street lighting Population N/A

Public Authority | Real Gross Metro Product Reaclg;blic Authority electric price, HDD,

* Some models also have monthly-specific intercept and interaction terms.

4.2 2013 Energy Forecast Adjustments

The regression analysis cannot predict external changes that will occur in the future. Therefore,
adjustments must be made to the model before the final forecast is generated.

4.2.1 National Energy Efficiency Adjustment

The residential and commercial sectors for Oklahoma and Arkansas were adjusted for energy
efficiency that is expected as a result of the anticipated implementation of national energy
efficiency standards for appliances, lighting products and equipment. The adjustments were
made by utilizing state-level energy efficiency impact data from the “Appliance Standards
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Awareness Project”’ and applying a ratio based on the relationship of OG&E’s service territory
to the state. Existing codes and standards are assumed to be included in the baseline forecast.
The energy efficiency adjustments include standards expected to be implemented in the future.
The results of these calculations are shown in Table 6.

Table 6 — Energy Efficiency Adjustments

Oklahoma Residential Energy Efficienc Oklahoma Commercial Energy Efficienc
Oklahoma ,0 kla l?()ma Final
. R Con. Energy
Commercial gt i Oklahoma
R Efficiency ) .
Baseline MWh ¢ Commercial
MWh L Model NIWh
Adjustment
2013 8,375,887 - 8,375,887 2013 6,279,102 - 6,279,102
2014 8,512,599 1,028 8,511,571 2014 6,382,666 - 6,382,666
2015 8,607,290 6,947 8,600,344 2015 6,486,543 - 6,486,543
2016 8,685,546 16,490 8,669,055 2016 6,591,832 1,450 6,590,382
2017 8,785,271 31,681 8,753,590 2017 6,690,335 23,883 6,666,452
2018 8,846,530 61,701 8,784,830 2018 6,776,717 65,989 6,710,728
2019 8,936,685 101,650 8,835,036 2019 6,878,278 108,229 6,770,049
2020 9,011,918 153,166 8,858,752 2020 6,987,577 158,128 6,829,449
2021 9,061,074 237,192 8,823,882 2021 7,105,040 210,319 6,894,721
2022 9,092,928 321,218 8,771,710 2022 7,230,213 262,510 6,967,702
2023 9,152,722 405,244 8,747,479 2023 7,368,167 314,701 7,053,466
Arkansas Residential Energy Efficienc Arkansas Commercial Energy Efficienc

Arkanas Arkansas Final Arkansas ;\rl\;ms?: ‘ Final
Residential Arkansas Commercial e ur_v,) Arkansas
Year e fliciency R . Y Efficiency . .
Baseline MWh Residential Baseline MWh Commercial
AYAAR . ! Model MWh MYWh . Model MWh
Adjustment Adjustment
2013 738,515 - . 738,515 2013 759,061 - 759,061
2014 744,512 91 744,421 2014 776,965 - 776,965
2015 755,548 620 754,928 2015 794,217 - 794,217
2016 769,039 1,474 767,566 2016 812,244 143 812,102
2017 779,893 2,833 777,059 2017 828,068 2,304 825,764
2018 794,166 5,477 788,688 2018 848,896 6,647 842,249
2019 806,788 9,013 797,775 2019 869,049 11,000 858,049
2020 820,341 13,583 806,758 2020 891,073 16,330 874,743
2021 832,419 21,064 811,355 2021 910,135 22,035 888,100
2022 844,014 28,545 815,469 2022 927,453 27,740 899,714
2023 853,018 36,026 816,992 2023 942,199 33,445 908,754

4.2.2 FERC Wholesale Load Adjustments

OG&E utilized historical wholesale sales data and the expiration dates for current contracts to
produce the forecasts of FERC wholesale sales. Using an econometric forecasting approach

'Potential Oklahoma state-level benefits: http://www.appliance-standards.org/sites/default/files/fedappl ok.pdf
Potential Arkansas state-level benefits: http://www.appliance-standards.org/sites/default/files/fedappl ar.pdf
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similar to what was used for the retail energy forecast models; OG&E produced separate
forecasts of wholesale sales for all of the wholesale contracts. Out of model adjustments were
then made to those forecasts to reflect current expiration dates.

4.3 Retail Energy Forecast and Load Responsibility

Table 7 summarizes the 2013 retail energy forecast (excluding line losses) by state and for the
company as a whole before OG&E DSM program reductions. Weather-normalized annual retail
sales are expected to grow from 26,761 GWh in 2013 to 29,920 GWh in 2023, which translates
into an 11.8% increase over OG&E’s planning horizon, or an average annual increase of 1.12%.

Table 7 — 2013 Retail Energy Forecast (MWh)

Street Public

Residential Commercial Industrial Petroleum

2013 8,375,887 6,279,102 2,891,303 3,345,727

Lighting  Authority
3,101,294 24,049,582

2014 8,511,571 6,382,666 2,903,297 3,531,227 3,183,264 24,568,959

2015 8,600,344 6,486,543 2,905,070 3,591,847 3,285,338 24,926,866

2016 8,669,055 6,590,382 2,914,668 3,630,243 3,378,503 25,241,363

2017 8,753,590 6,666,452 2,917,668 3,688,598 3,472,790 25,558,359

8,784,830 6,710,728 2,923,143 3,743,667 3,556,292 25,778,655

Oklahoma
[y*]
=)
&

8,835,036 6,770,049 2,934,338 3,802,007 3,647,949 26,050,117

8,858,752 6,829,449 2,949,443 3,860,292 3,742,122 26,301,565

8,823,882 6,894,721 2,967,432 3,906,801 3,836,479 26,491,635

8,771,710 6,967,702 2,986,692 3,952,581 3,930,232 26,672,094

8,747,479 7,053,466 3,995,190 4,030,655 26,895,031

,038

! 1,115,081

>

9.114.402 | 7. 3,049581 | 3356420 | 65336 26.761.233

9,255,993 7,159,631 3,969,431 3,541,919 65,999 3,320,825 27,313,798

9,355,271 7,280,760 3,976,535 3,602,539 66,835 3,426,197 27,708,137

2016 9,436,621 7,402,484 3,991,491 3,640,935 67,680 3,522,540 28,061,750

2017 9,530,650 7,492,217 3,999,874 3,699,291 68,495 3,619,937 28,410,463

9,573,518 7,952,977 4,010,761 3,754,359 69,294 3,706,604 28,667,514

2019 9,632,811 7,628,098 4,027,394 3,812,699 70,103 3,801,442 28,972,546

Total OG&E
[3®]
(e}
o

2020 9,665,510 7,704,192 4,047,964 3,870,984 70,935 3,898,472 29,258,056

2021 9,635,237 7,782,821 4,071,446 3,917,493 71,811 3,995,356 29,474,164

2022 9,587,179 7,867,416 4,096,226 3,963,274 72,727 4,091,677 29,678,498

2023 9,564,471 7,962,220 4,119,268 4,005,883 73,666 4,194,541 29,920,048
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Projected growth rates associated with these data are comparable to those observed over the last
decade. Weather-normalized sales grew by approximately 1.3% annually from 2002 through
2012. Average annual growth is projected to be similar from 2013 to 2018 (1.39%), Average
annual sales growth in the last half of the forecast, the 2019-2023 period, will be lower (0.86%).
This is consistent with economic growth rates noted in the Economic Outlook section of this
report. The retail energy growth rates by state and sector and shown in Table 8 below.

Table 8 — Retail Energy Growth Rates

Year

Residential

Commercial

Industrial

Petroleum

Street

Public

Lighting

Authority

2014 1.62% 1.65% 2.64% 2.16%
2015 1.04% 1.63% 3.21% 1.46%
2016 0.80% 1.60% 2.84% 1.26%
E 2017 0.98% 1.15% 2.79% 1.26%
= 2018 0.36% 0.66% 2.40% 0.86%
ﬁ 2019 0.57% 0.88% 2.58% 1.05%
= 2020 0.27% 0.88% 2.58% 0.97%

2015 1.07% 1.69% 0.18% 1.71% 1.27% 3.17% 1.44%
2016 0.87% 1.67% 0.38% 1.07% 1.26% 2.81% 1.28%
g 2017 1.00% 1.21% 0.21% 1.60% 1.20% 2.76% 1.24%
8 2018 0.45% 0.81% 0.27% 1.49% 1.17% 2.39% 0.90%
= 2019 0.62% 0.99% 0.41% 1.55% 1.17% 2.56% 1.06%
E 2020 0.34% 1.00% 0.51% 1.53% 1.19% 2.55% 0.99%
2021 -0.31% 1.02% 0.58% 1.20% 1.23% 2.49% 0.74%
2022 -0.50% 1.09% 0.61% 1.17% 1.28% 2.41% 0.69%
2023 -0.24% 1.21% 0.56% 1.08% 1.29% 2.51% 0.81%

Table 9 combines the forecasts of wholesale sales with the retail energy forecast from Table 7
and expected OG&E DSM energy reductions, yielding the 2013 energy forecast.
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Table 9 — 2013 Energy Forecast including Wholesale, Losses and Planned OG&E DSM Programs

Q
O

FERC AVEC' 946,007 | 1,007,181 | 511,201 ; ; . . . } . :
MWH Sales SPA? 21,221 10,305 . B R R . . i - :
Without OMPA’ 219,000 5 . . % - - . - - .
Losses MDEA* 61,320 0
-16.80% |  -50.75% | -100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Retail Residential 9,114,402 | 9,255,093 | 9355271 | 9,436,621 | 9.530,650 | 9,573,518 | 9.632.811 | 9.665.510 | 9.635237 | 9.587.179 | 9,564.471
MWH Sales Commercial 7038,163 | 7,159,631 | 7,280,760 | 7,402,484 | 7492217 | 7,552,977 | 7.628,098 | 7.704.192 | 7.782.821 | 7.867.416 | 7.962.220
Without Industrial 3,949,581 | 3,969,431 | 3,976,535 | 3,991,491 | 3.999.874 | 4010761 | 4027394 | 4047.964 | 4.071.446 | 4096226 | 4.119.268
Losses or Petroleum 3,356,420 | 3,541,919 | 3,602,539 | 3,640,935 | 3.699.291 | 3,754359 | 3,812,699 | 3,870,984 | 3,917,493 | 3.963.274 | 4,005.883
OG&E DSM Street Lighting 65.336 65,999 66,835 67.680 68.495 69,294 70,103 70,935 71811 72,727 73,666
Public Authority 3,237,332 | 3,320,825 | 3,426,197 | 3,522,540 | 3,619,937 | 3,706,604 | 3,801,442 | 3.898.472 | 3.995356 | 4.091.677 | 4,194.541
2.06% 144% | 1.28% 124% 0.90% 1.06% 0.99% 0.74% 0.69% 0.81%
Total Total Retail + FERC | 28,008,782 | 28,351,724 | 28,219,338 | 28,061,750 | 28,410,463 | 28,667,514 | 28,972,546 | 29,258,056 | 29,474,164 | 29,678,498 | 29,920,048
MWH Losses® 1,957,814 | 1,981,786 | 1,972,532 | 1,961,516 | 1,985,891 | 2,003,859 | 2,025,181 | 2,045,138 | 2,060244 | 2,074,527 | 2,091411
With Losses 9,966,59¢ 3,510 | 30,191,869 | 30,023,267 | 30,396, 373 | 30,997,727 194 02
122% |  -047% |  -0.56% 1.24% 0.90% 1.06% 0.99% 0.74% 0.69% 0.81%
OG&E DSM Energy Efficiency 100,026 | 241,603 | 396266 | 496,292 | 637.869 | 792.532 | 872745 | 995.499 | 1.132280 | 1,095.479 | 1.060.519
MWH Reduction | Demand Response 30,866 68,023 88,907 94,129 97,663 | 102,028 | 102,294 | 103,684 | 103775 | 104,005 | 103,763
Load
Responsibility
MWH

! AVEC Contract can expire on June 30, 2015

? Paris Contract expired on May 31, 2012 and Vance Contract has been extended to May 31, 2014

$ OMPA PSA Contract terminates on December 31, 2013 and is removed from forecast at that time due to the absence of an Evergreen clause in the contract.
“ MDEA Contract 2 expired on December 31, 2012 and MDEA Contract 1 can expire on April 30, 2014

3 The energy loss factor is 0.0699
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4.4 Energy Forecast Uncertainty

Weather uncertainty in the energy models is represented through a Monte Carlo modeling
approach where the last three decades of weather are systematically entered into the various
energy models to produce a distribution of possible sales outcomes.

The weather-year Monte Carlo approach essentially runs all weather years from 1981 to 2012
through the weather-sensitive energy models and the peak demand model to develop a
probability distribution of possible outcomes. Figure 2 shows the results directly from this
modeling process for energy sales and includes FERC adjustments.

Figure 2 — Energy Model Forecast Outcomes by Weather Probability

33,000,000

32,000,000 //
-
-
-
31,000,000 o -
- /

£ - -
E 30,000,000 - == = - ”’/

29,000,000 e 19 out of 20 Years

= = 1outof 2Years

28,000,000 1 out of 20 Years

T

27,000,000 T T T T T ¥ T T T T )
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The 1 out of 2 years average weather line indicates there is a 50% probability that energy sales
will reach this level or higher.

Now, consider the 7 out of 20 years forecast. This line shows energy sales under more extreme
weather events occurring just 5% of the time. Finally, the lower bound forecast (19 out of 20
year case) shows sales may fall below the normal weather forecast by approximately 900,000
MWh if weather is milder than normal given expected economic performance.
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5 Peak Demand Forecast

KEY TAKEAWAYS:

o Retail peak demand increases by an average of 0.92% per year
o The expected peak demand in 2023 after OG&E DSM programs is 6,032MW

5.1 Econometric Modeling Process - Peak Demand

The econometric modeling framework has been in place at OG&E since 2000. The modeling
structure consists of 24 separate hourly equations, one for each hour of the day, with separate
intercept and slope coefficients in the various models. The hourly equations are estimated over
the May through September period.

The dependent variable is OG&E’s normalized load responsibility, less the fixed 25 MW
Oklahoma Municipal Power Authority (OMPA) Power Sales Agreement (PSA) load, and
includes line losses. Key independent variables include:

e Cooling degree hours, base 72. This cooling degree hour variable is calculated in a
manner similar to cooling degree days and effectively represents temperature impacts
when temperatures exceed 72 degrees.

e A second temperature variable, defined as temperature—103°, which addresses the
“topping off” effect in which there is a reduction in the rate of load increases at very high
temperatures.

¢ National Oceanic and Atmospheric Administration’s (NOAA) misery index reflecting the
combined effects of humidity and warm temperatures. The misery build-up or duration of
the misery index is captured through the weighted average of past hourly values of the
misery index.'

e Wind speed.

e Economic growth as reflected through weather-adjusted retail energy sales, which
represents the aggregate impact of economic conditions on the OG&E system. The sales
are also normalized by the number of days in each month.

! The lag structure is designed to pick up the effects of a heat wave lasting a few days or more. More electricity is
demanded later (vs. earlier) in a heat wave, even when temperatures decline slightly. The implication is that “design
temperature” is not sufficient for peak forecasting purposes. The temperature of the building is the result of the
accumulated outdoor temperatures, less the impact of the HVAC system. The weighted average is capable of
capturing the effects of both duration and nighttime cooling since high daytime temperatures and lower nighttime
temperatures are reflected in the average.
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Relevant weather stations are shown below in Table 10, along with the OG&E population
estimates from the 2010 census used to weigh data from each station:

Table 10 — Weather Station Weights

Weather Station Of;:&’lz)ll;l%:?:lltl:r\ \Vci%g;g;/;t?;n())G&E
Oklahoma City (Will Rogers) 1,322,249 63.8%
Fort Smith 298,592 14.4%
Guthrie 159,111 7.7%
Stillwater 179,197 8.6%
Muskogee 112,690 5.4%

The peak demand forecast is generated via a probabilistic approach by using the last 32 available
years of actual weather data. This Monte Carlo modeling approach runs all weather years from
1981 to 2012 through the peak demand model, while alternating the weather year “starting day”
seven times for each day of the week. Since loads are much lower on weekends, alternating the
starting day allows the model to determine the demand impact of actual weather events as if they
had occurred on any day of the week.

This results in a matrix of 32 weather years by seven days, or a total of 224 simulations given the
historical hourly weather data available to OG&E. The peak demand forecast is constructed by
calculating a range of weather-feasible load forecasts for each year over the forecast horizon
from the regression model results. As described above, this step generates 224 weather-feasible
forecasts. These 224 annual load forecasts were ranked from highest to lowest and assigned
probabilities to the occurrence of each forecast under the assumption of a uniform distribution
(i.e., each weather has an equal chance of occurrence).

All of the highest values (peaks) in the resulting forecast distribution occur between 3:00 p.m.
and 7:00 p.m. (Central Daylight Time), with the majority occurring at 5:00 p.m.

5.2 Peak Demand Forecast Adjustments and Load Responsibility

FERC wholesale load adjustments are conducted in two steps based on known and verifiable
events. First, the OMPA wholesale load Power Sales Agreement (PSA) contract is added to the
normalized load responsibility forecast from the model. Second, expiring contracts are subtracted
to obtain final Load Responsibility forecasts. Table 11 reflects the 2013 Load Responsibility
forecast after planned OG&E DSM Programs.
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Table 11 — 2013 Peak Demand Forecast including Wholesale, Losses and Planned OG&E DSM Programs

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
FERC Demand AVEC! 215 229 - - - - - - - - -
(MW) SPA? 5 - - - - - - - - - -
Without Losses OMPA’ 25 . E = - : = 5 - - -
MDEA* 10 - - - - - - - - - -
Pre OG&E DSM
Load
Responsibility
(MW) ,. ,, - . _ . -
1.30% -2.83% 0.77% 1.33% 0.64% 0.94% 0.51% 0.90% 0.53% 0.66%
Pre OG&E DSM | Energy(MWH) Subtotal | 29,966,596 | 30,333,510 | 30,191,869 | 30,023,267 | 30,396,355 | 30,671,373 | 30,997,727 | 31,303,194 | 31,534,408 | 31,753,025 | 32,011,460
Load Factor Pre DSM Load Factor 54.27% 54.23% 55.55% 54.82% 54.77% 54.91% 54.98% 55.23% 55.15% 55.24% 55.33%
OG&E DSM Energy Efficiency 21 51 83 104 134 167 183 209 238 230 223
Reduction (MW) | Demand Response 171 232 272 293 309 328 332 336 340 344 348
Net Load
Responsibility
(MW) - . _ . A _ .
-0.14% -4.15% 0.09% 0.63% -0.18% 0.67% 0.05% 0.43% 0.64% 0.78%
DSM Adjusted Total Net Energy MWh | 29,835,703 | 30,023,884 | 29,706,697 | 29,432,846 | 29,660,823 | 29,776,813 | 30,022,688 | 30,204,012 | 30,298,353 | 30,553,541 | 30,847,178
Load Factor Load Factor 55.73% 56.16% 57.97% 57.38% 57.46% 57.79% 57.88% 58.20% 58.13% 58.25% 58.35%

' AVEC Contract can expire on June 30, 2015

% Paris Contract expired on May 31, 2012 and Vance Contract has been extended to May 31, 2014

* OMPA PSA Contract terminates on December 31,2013 and is removed from forecast at that time due to the absence of an Evergreen clause in the contract.
“ MDEA Contract 2 expired on December 31, 2012 and MDEA Contract 1 can expire on April 30, 2014
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5.3 Peak Demand Forecast Uncertainty

Table 12 illustrates mapping between event (peak demand) occurrence and the occurrence
probability. The median load projections come from the 50" percentile of the distribution. This
means that half of the time the peak load would be expected to exceed this level and half of the
time the peak load would be below this level.

Table 12 — Probability Assignments

Event Occurrence

Occurrence Probability
1 out of 30 years 3%
1 out of 10 years 10%
1 out of 4 years 25%
1 out of 2 years 50%
3 out of 4 years 75%
9 out of 10 years 90%
29 out of 30 years 97%

Table 13 and Figure 3 summarize the peak load model forecasts with a 97% confidence interval
around potential weather events, assuming no changes in the expected economic outlook. These
estimates include wholesale loads and the assumption of expiring wholesale contracts.
Following the probability assignments in Table 12, the interpretation of these results is as
follows. The I out of 2 years or “expected” forecast shows the peak demand level given the 50™
percentile of the load forecast distribution, using all available historical weather data. In this
case, there is a 50% probability the peak load will reach this load level or higher.

Table 13 — Peak Demand (MW) Model Forecasts by Weather Probability

1 out of 1 out of loutof4 loutof2 3outof4d 9 out of 29 out of

30 Years 10 Years Years Years Years 10 Years 30 Ycars
2014 6,635 6,581 6,501 6,385 6,204 6,074 5,963
2015 6,440 6,393 6,311 6,205 6,031 5,905 5,794
2016 6,491 6,440 6,362 6,252 6,078 5,953 5,844
2017 6,572 6,524 6,443 6,336 6,162 6,036 5,926
2018 6,613 6,564 6,484 6,377 6,202 6,077 5,966
2019 6,672 6,624 6,543 6,437 6,262 6,137 6,025
2020 6,705 6,657 6,576 6,470 6,295 6,170 6,059
2021 6,763 6,715 6,634 - 6,528 6,353 6,228 6,117
2022 6,796 6,750 6,667 6,562 6,388 6,262 6,150
2023 6,843 6,793 6,714 6,605 6,431 6,305 6,196
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L ————————————
The I out of 10 years forecast, which is approximately 200 MW higher than the I out of 2 years
case, shows the estimated peak demand under a more extreme weather event that occurs just
10% of the time. Put differently, over a 10-year planning horizon, it is likely that OG&E will
reach a summer peak consistent with the 1 out of 10 years forecast at least once.

Figure 3 — Peak Demand Model Forecasts by Weather Probability
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Weather conditions will vary markedly from one year to the next. Consequently, the weather
impact on peak demand will also vary considerably from year to year. Dramatic weather
condition changes have much more impact on year-to-year differences in demand than do
economic growth. Overall, the 97% confidence interval associated with weather conditions
represents a significant source of risk responsible for approximately 640 MW of potential peak
load variability in 2023.
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6 Retail Customer Forecast

KEY TAKEAWAYS:

o Total retail customers increases by an average of 1.08% per year
o The forecasted total number of retail customers in 2023 is 894,805

The retail customer forecast is generated from a regression analysis of historical customer
growth and economic growth patterns. Approximately five to ten models were estimated for
each segment, with 2012 data held as an “out-of-sample” forecasting test period. During the
initial model specification phase, attempts were made at specifying models with a variety of
different economic drivers. Table 14 illustrates the final model variables used for the Oklahoma

and Arkansas retail customer forecasts, respectively.

Table 14 — Customer Model Drivers

Economic Drivers and Models

Economic Driver Average Annual

2002 - 2012

Growth Rates
2013-2018

2019-2023

Residential | OKC Population 1.42% 1.32% 1.33%
Commercial | OKC Population 1.42% 1.32% 1.33%

«

g Industrial OKC Manufacturing Employment -2.72% 3.63% 0.77%

=

& .

= | petroleum 2013 EIA Nominal Natural Gas 8.62% 4.13% 436%

o Forecast
Isfi;‘;e:ing OKC Population 1.42% 1.32% 133%
Public OKC Populati o o o
Authority opulation 1.42% 1.32% 1.33%
Residential | Population 0.83% 0.78% 0.96%

£ | Commercial | Population 0.83% 0.78% 0.96%

&

£ Industrial Manufacturing Employment -3.91% 0.42% -0.34%

|

- -

g | Petroleum | 2013 EIA Nominal Natural Gas 8.62% 4.13% 436%

= Forecast

g | Street Population 0.83% 0.78% 0.96%
Lighting P 0370 1870 IO
Public Government Employment 1.95% 2.34% 2.11%
Authori ty ploymen . (4 . (} . (]
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e ]

Table 15 summarizes the 2013 annual retail customer forecast by sector and state, and for the
company as a whole.

Table 15 — Retail Customer Forecast

0 ¢ ( Petroleun D

2013 633,169 80,559 2,642 6,364 226 15,509 | 738,470
2014 640,983 81,606 2,701 6,336 227 15,986 | 747,839
2015 648,547 82,590 2,740 6,312 228 16,435 | 756,852
2016 655,818 83,553 2,764 6,292 228 16,882 | 765,537
E 2017 662,632 84,469 2,776 6,276 229 17,308 | 773,689
% 2018 669,221 85,366 2,782 6,262 229 17,724 | 781,584
g 2019 675,849 86,275 2,787 6,250 230 18,145 | 789,537
2020 682,674 87,214 2,790 6,241 230 18,581 | 797,731
2021 689,876 88,209 2,793 6,233 231 19,042 | 806,383
2022 697,440 89,254 25795 6,226 232 19,526 | 815,473
2023 705,205 90,328 2,797 6,220 232 20,023 | 824,805

0, 999

2013 687,691 89,507 3,002 6,414 253 17,020 | 803,887
2014 695,587 90,611 3,062 6,391 254 17,535 | 813,440
2015 703,395 91,681 3,103 6,368 254 18,025 | 822,827

o | 2016 710,993 92,755 3,128 6,348 255 18,513 | 831,992
g 2017 718,166 93,792 3,139 6,332 256 18,979 | 840,664
© | 2018 725,119 94,811 3,145 6,318 256 19,435 | 849,084
§ 2019 732,108 95,840 3,150 6,307 257 19,896 | 857,559
x 2020 739,282 96,897 3,154 6,297 258 20,372 | 866,260
2021 746,830 98,006 3,156 6,289 258 20,870 | 875,409
2022 754,729 99,164 3,157 6,282 259 21,392 | 884,984
2023 762,830 100,350 3,159 6,277 260 21,928 | 894,805

Table 16 summarizes the 2013 annual retail customer growth rate forecast by sector and state,
and for the company as a whole.
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Table 16 — Customer Growth Rates

2014 1.23% 2.24% -0.45% 0.32% 3.07% 1.27%
2015 1.18% 1.45% -0.37% 0.25% 2.81% 1.21%
2016 1.12% 0.87% -0.32% 0.25% 2.72% 1.15%
g 2017 1.04% 0.43% -0.26% 0.24% 2.52% 1.06%
S| 2018 0.99% 0.22% -0.22% 0.23% 2.41% 1.02%
_é: 2019 0.99% 0.18% -0.18% 0.23% 2.38% 1.02%
© | 2020 1.01% 0.13% -0.15% 0.24% 2.40% 1.04%

2015 1.12% 1.18% 1.32% -0.35% 0.27% 2.79% 1.15%
2016 1.08% 1.17% 0.80% -0.31% 0.28% 2.71% 1.11%
g 2017 1.01% 1.12% 0.38% -0.26% 0.27% 2.52% 1.04%
8 2018 0.97% 1.09% 0.19% -0.22% 0.27% 2.40% 1.00%
| 2019 0.96% 1.09% 0.15% -0.18% 0.27% 2.37% 1.00%
E 2020 0.98% 1.10% 0.11% -0.15% 0.27% 2.39% 1.01%
2021 1.02% 1.15% 0.07% -0.13% 0.28% 2.44% 1.06%
2022 1.06% 1.18% 0.05% -0.11% 0.29% 2.50% 1.09%
2023 1.07% 1.20% 0.04% -0.09% 0.30% 2.51% 1.11%
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Appendix A - Data Sources

OG&E’s service territory encompasses approximately half of Oklahoma and a small area in
western Arkansas, including and surrounding Ft. Smith. Historical data sources used to estimate
the econometric equations and prepare the 2013 forecast fall into the following categories:

e OG&E company data (energy sales, revenue, load responsibility peak demand and
weather-normal degree days);

e Constructed variables for the models (usually binary variables);

e Weather information;

e Economic and demographic data from the Center for Applied Economic Research at
Oklahoma State University; and

e Energy Efficiency impacts based on expected national standards for appliances and
equipment from the Appliance Standard Awareness Project (ASAP).

This section describes each of these categories and the types of variables used in the econometric
models.

Internal Information
Sales, Revenue and Customers

OG&E’s Accounting Department provides sales (MWh), revenue, and customer data by revenue
class. This information is recorded in the monthly energy sales report for both Oklahoma and
Arkansas jurisdictions. The monthly energy sales report (by state) contains information from the
1970s to the present. The six revenue classes are: Residential, Commercial, Industrial, Petroleum,
Street Lighting and Public Authority.

Retail Electric Prices

In the econometric models with statistically significant electric price variables, the historical values
of the variables are defined as “average” prices (energy revenues divided by energy sales). The
retail electric prices used in the (forward-looking) forecast include the revised cost of operations
along with riders for various other projects. Overall, the expected increases in retail prices are
similar to those in the 2012 forecast. The cumulative increase in price over ten years in the 2013
forecast is 17%. Annually, this breaks down to approximately a 1.5% increase in the average
price per kWh. ‘

Load Responsibility

The peak load forecasts are obtained based on historical “Normalized Load Responsibility” data
(defined as the System Load minus OMPA Total Load plus OMPA PSA' plus Load Curtailment
plus real-time pricing (RTP) induced self-generation). The normalized load responsibility series
was further adjusted for peak demand modeling purposes by subtracting variable OMPA PSA
loads and forecasting these directly as wholesale FERC loads.

2 OMPA PSA contract terminates 12/31/2013 and is removed from forecast at that time due to the absence of an
Evergreen clause in the contract.
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Weather Normalized Cooling Degree Days and Heating Degree Days

OG&E’s Pricing Department provides the weather-normal monthly Cooling Degree Days and
Heating Degree Days (see definitions below), which are factors in developing the energy forecast
for future years. The weather-normalized CDD and HDD values are based on 30 rolling years of
weather history from selected weather stations in the OG&E service territory.

Information Obtained from External Sources
Weather Data

OG&E obtained the following information from the Department of Commerce, NOAA:
e Cooling-degree days (CDD).
e Heating-degree days (HDD).

e A variety of hourly weather indicators, including temperature, humidity, dew point,
precipitation, wind speed, and cloud cover.

NOAA’s definition of HDD is 65° minus the average of the high and low temperatures of the day
(or zero if the average of the high and low temperatures is greater than 65°). The definition of CDD
is the average of the high and low temperatures of the day minus 65° (or zero if the average of the
high and low temperatures of the day is less than 65°). HDD and CDD for Ft. Smith and Oklahoma
City have been used in weather-sensitive sales forecasting equations. Hourly weather data from
these stations, and from Guthrie, Stillwater, and Muskogee, were used to model and forecast peak
loads.

Economic and Demographic Data

OG&E purchases economic and demographic data from Oklahoma State University. The data
include historical and forecasted time series used in the econometric models; these data include
population, real income, wages and salaries, price deflators, various production and output series,
including industrial production, gross state product, natural gas prices, and employment.

In 2007 the Oklahoma economic driver series were adjusted for structural changes in the state’s
economy. OSU’s research had revealed a “billionaire” effect that inflates the real income and
gross state product series that are critically important in forecasting OG&E’s energy sales.

The table below compares the growth rates of 2013 and 2012 forecast drivers. The “ex-energy”
variables, where the “billionaire” effect is removed, are compared to their unadjusted
counterparts. The comparison reveals that the difference in growth rates between the ex-energy
series and their counterpart is still a significant factor, and is in fact increasing for several of the
series compared to the forecasts from 2012.
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Economic Driver Growth Rate Comparison

Real Personal Income OKC 3.86% 2.95% 4.14% 329% 3.53% 2.54%
Real Personal Income Ex Energy OKC 2.20% 2.70% 2.88% 3.06% 1.38% 2.26%
Difference 1.67% 0.25% 1.26% 0.23% 2.15% 0.28%
Real Gross State Product (GSP) 3.14% 2.75% 3.22% 3.43% 3.04% 2.74%
Real GSP Ex Energy 2.85% 3.84% 2.96% 3.23% 2.71% 2.43%
Difference 0.29% -1.09% 0.26% 0.20% 0.33% 0.32%

National Energy Efficiency Codes and Standards Impact Data

The Appliance Standard Awareness Project (ASAP) compiles energy efficiency information about
expected appliance and equipment codes and standards, including expected implementation dates

and expected energy efficiency impacts.
website, http:/www.appliance-standards.org/, and scaled the expected state-level impacts for the

OG&E downloaded state-level data from the ASAP

OG&E service territory. The scaled energy efficiency impacts have been included in the baseline

retail energy forecast.

Page 27




2013 Load Forecast Appendix

Appendix B - Expected DSM Program Impacts

Demand Side Management (DSM) is designed to reduce the load requirements on the system.
OG&E utilizes two different areas to achieve load reduction. These areas are Energy Efficiency
(EE) and Demand Response (DR).

Energy Efficiency Programs

EE programs are designed to educate and encourage customers to make behavioral changes and
purchasing decisions that will provide long term benefits in managing their energy usage.
Inducements currently are provided through a portfolio of demand programs that encourage
customers to make thermal and equipment upgrades. '

Historical Energy Efficiency Programs

Over the past 30 years, OG&E has successfully managed several DSM programs such as:
Positive Energy Home, Geothermal Home, Heat Pumps, Rate Tamer and Power Factor
Correction. The demand reduction and kWh reduction have been captured in the econometric
load forecast models and therefore are embedded in OG&E’s annual load forecast.

Recent EE Programs in Arkansas expanded the work that began with the Quick Start Program as
described in Docket No. 07-075-TF. In Order No. 25 in Docket No. 07-075-TF, the Arkansas
Public Service Commission ordered OG&E to submit for approval a revised Comprehensive
Plan for Energy Efficiency, (CPEE) to reduce their kWh sales by 0.25% in 2011, 0.50% in 2012;
and 0.75% in 2013 incremental over the baseline year of 2010 that was weather normalized. On
September 30, 2011, OG&E proposed a revised CPEE that was accepted by the Arkansas
Commission on December 30, 2011. These programs are embedding in OG&E’s annual load
forecast.

Current and Future Oklahoma Energy Efficiency Programs

According to OAC 165:35-41-4(a), utilities are required to propose, at least once every three
years, a demand portfolio of EE and DR Programs. Working with Frontier Associates LLC,
OG&E chooses programs based upon customer benefit, market potential and budget criteria.
OG&E estimates similar programs will also be effective in future EE filings. Below is a
summary of the current’ and future filings.

a. Weatherization Residential Assistance

This program is designed to provide assistance to both lower and fixed income customers by
engaging licensed contractors to make improvements to the thermal envelope and to inspect and

! Cause No. PUD 200900200 and PUD 201200134
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tune up mechanical equipment in their homes. This work allows customers to better manage
energy usage, improve their comfort and makes the living space safer.

b. Commercial Lighting

Commercial Lighting will be expanded to include inducements focused on lighting controls and
light emitting diode (LED) lamps as well as replacement of total lighting systems. The
inducements offered for replacement of inefficient fluorescent lamps will continue.

c.. Home Energy Efficiency

This consists of a comprehensive home energy survey targeted to residential customers who need
assistance in identifying areas to improve in both thermal and technology -efficiencies.
Assistance is offered for air conditioning tune ups, duct repair and inducements offered for
additional attic insulation installed.

d. Positive Energy-New Home Construction

This program encourages builders and homeowners to utilize energy efficient Positive Energy-
New Home Construction practices by installing higher level than required thermal packages in
the construction of new homes. Builders will be paid inducements to bring new homes to the
higher standards. These homes will be rated and certified by OG&E. This certification allows
homebuilders to apply for available tax credits as a result of these upgrades.

e. Geothermal Heating, Cooling & Water Heating

This program provides inducements to customers who choose to install geothermal heat pumps
into their new or existing homes.

f. Commercial Energy Efficiency

This program is targeted to medium and large commercial customers for the purpose of allowing
them to pursue EE projects unique to their business. Inducements will be paid for kW reduced
by these customers.

g. _Education

This program provides consistent energy information to all levels of customers including
elementary and secondary students with custom presentations at the Energy Technology Center.
OG&E will provide energy surveys to commercial customers targeting churches, non-profits and

schools to provide them with knowledge on quick, low or no cost options to reduce their electric
bills.

h. Industrial Energy Efficiency

This program offers financial inducements for the installation of a wide range of measures but is
primarily targeted to industrial processes that reduce customer energy costs, for the Power and
Light rate or Large Power and Light rate customers
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Oklahoma Energy Efficiency Forecast

Historical savings from previous EE Programs are already imbedded in the load forecast. New
programs need to be subtracted from the load forecast. The Oklahoma Comprehensive Energy
Efficiency Programs and the Arkansas Comprehensive Plan for Energy Efficiency Programs are
not yet included in the load forecast and need to be subtracted along with any future EE plans.

OK Forecasted Ener

gy Reduction from Energy Efficienc

Energy (GWh) 2013 2014 2015 2016 2017 2018 2019 2020 2021
2012 Programs 100 | 242 | 396 | 396 | 396 | 396 | 376 | 358 | 340 | 323 | 307
2015 Programs - - - 100 | 242 | 396 | 396 | 396| 396 | 376| 358

2018 Programs - - - - - - 100 | 242 | 396 | 396 396

OK Forecasted Peak Demand Reduction from Energy Efficienc
2018 2019 2020 2021

Demand (MW)
2012 Programs 21 51
2015 Programs - -

68 64
79 75

2018 Programs

Demand Response Programs

DR programs are designed to encourage customers to reduce their load during peak loading
periods. OG&E has used Real Time Pricing in the past which provides hourly prices for the next
day to allow customers the ability to shift their energy usage. The seasonally and time-
differentiated Time-of-Use (TOU) program communicates varying prices to customers signaling
them to shift their energy use habits. OG&E has recently added more DR programs. These
programs include the technology-enabled DR program (SmartHours), the Integrated Volt Var
Control Program (IVVC) and the Load Reduction Rider.

a. SmartHours

The SmartHours program integrates technology and pricing to help customers reduce energy
usage at peak times. The program utilizes the Advanced Metering Infrastructure (AMI) to
securely send price signals across the network and through the smart meter, directly to the
Programmable Communicating Thermostat (PCT). Signals are also sent via text message and
email. Customers respond to these price signals between the weekday hours of 2:00 p.m. and
7:00 p.m. over the four summer months of June, July, August and September and help reduce the
peak demand on the system. By the year 2020, the Company’s goal is to enroll and maintain
approximately 20% of residential customers into the SmartHours program. Likewise,
commercial and industrial customers will be able to take advantage of more price response
programs in the future with an estimated peak demand reduction of 15 MW over the next 10
years.
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b. IVVC

The IVVC Program is a system of devices, controls, software and communication products used
to manage OG&E’s distribution system reactive power flow and voltage level. This technology
is used to minimize losses and reduce energy demand during peak periods, while ensuring
acceptable customer voltage levels. During non-peak periods, Volt Var Optimization (VVO)
will normally operate in loss reduction mode. In loss reduction mode VVO compensates for
inefficiencies caused by reactive loads such as electric motors. As a result, energy loss reductions
(i.e. energy savings) are expected to be realized during non-peak periods. VVO will be placed in
demand reduction or combined loss/demand reduction mode when needed to help reduce system
peak energy demand. Demand reduction mode reduces voltage in order to achieve a
corresponding reduction in peak energy consumption. Based on study results achieved to date, a
peak demand reduction of approximately 2% has been achieved across the circuits on which this
technology has been deployed. Over the next 10 years, IVVC is expected to reduce OG&E’s
load requirement by 82 MW.

c. Load Reduction Rider

In Cause No. PUD 200800398, OG&E restructured the event based programs to offer the Load
Reduction Rider. This pricing schedule replaced previous event based tariffs while lowering the

customers’ annual on-peak period maximum demand requirement from 500 kW to 200 kW and
above.

OG&E Demand Response Energy Reduction Forecast

Energy (GWh) 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
SmartHours - PCT 20 35 38 38 38 37 37 38 38 38 38
SmartHours - VPP Web Only 3 18 20 20 19 19 19 20 20 20 19
SmartHours - myOGEpower 2 5 6 6 6 6 6 6 6 6 6
SmartHours - C&I - - 2 4 4 4 4 4 4 4 4
IVVC 33 33 33
Load Reduction Rider

Demand (MW) 2013 2014 2015 2016 2017 2018 2019 2020 2021
SmartHours - PCT 99| 131 | 141 | 141 | 141 | 141 | 141 | 141 | 141 | 141 | 141
SmartHours - VPP Web Only 15 27 29 29 29 29 29 29 29 29 29
SmartHours - myOGEpower 4 7 9 9 9 9 9 9 9 9 9
SmartHours - C&I - - 9 14 14 14 14 15 15 15 15
Ivvc 18 29 41 54 67 82 82 82 82 82 82
Load Reduction Rider 35 38 41 45 49 53 56 60 64 68 71
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2017 76 263 947 1,286 105 265 947 1,317 51 260 947 1,258
2018 136 273 998 1,407 175 283 1,009 1,466 99 260 986 1,345
2019 193 272 1.156 1,622 242 322 1,080 1,643 144 231 1.233 1,607
2020 212 322 1,152 1,687 264 391 1,078 1,733 162 260 1,230 1,652
2021 210 352 1,194 1,757 258 424 1,115 1,797 162 297 1277 1,736
2022 223 345 1.225 1,793 269 421 1,150 1,840 178 276 1.305 1,758
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2032 283 489 1921 2,693 305 568 1,772 2,645 260 420 2,086 2,766
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2015 18,113 43,677 17,686 18,113 43,677 17,686
2016 15,949 37,615 13,286 15,949 37,615 13,286
2017 17,775 42,282 14,746 17,775 42,282 14,746
2018 19.552 36,703 15977 19.675 45,257 15,879
2019 13975 11,149 10,710 9,826 9,253 6,467
2020 16,070 11,007 11238 11,411 8,855 6;424
2021 16282 10,936 11114 11.995 8,845 6,441
2022 16,403 11,748 11,525 11,692 9,575 6,664
2023 17,294 11,230 11,541 12,205 8,832 6,181
2024 18361 10,902 11420 13,312 8,534 6,125
2025 18,253 12,873 12,336 13,164 10,588 7,218
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CO2 Cost Calculation

CCGas UnitHeatRate =~ 7.400 MMBtu/MWh e
Coal Unit Heat Rate ; 10.500’ MMBtu/MWh
CC Gas Unit Variable O&M $ 250 $/mwh
Coal Unit Varlable O&M . $ 6.14 $/mwh
CO2 Rate Gas - 11886 Ib/MMBlU =
CO2 Rate Coal . 20958 Ib/MMBtu
CC Gas UnitCO2 Tonper MWh ~ 0.440 Short Tons/MWh
Coal Unit CO2 Ton per MWh 1.100 Short Tons/MWh
Nominal Fuel Price Forecast $IMMBtu 2020 2021 2022 2023 2024
Natural Gas Price ™ = % 53395558 |3 586 S 58475 617
Coal Price $ 249 § 257 § 266 $ 276 % 285
Year: 2020
: gat“'a' , CCGas Unit | CC Gas Unit Coal , CoalUnit . Coal Unit co2
( Pf;:e Heat Rate ) Variable O&M] [( Price Heat Rate ) Variable O&M * = Price per
Coal Unit CO2 Ton per MWh . CC Gas Unit CO2 Ton per MWh Fon
[( $5.3273 * 7.400 ) + $2.500 ]-[( $2.4863 * 10.500 )+ $6.1400 ] = $ 1465
1.1003 - 0.4398 ’
41.9220 - 32.2462
0.6605

Calculated 002 Prlce Forecast $ITon 2020 2021 2022 2023 2024
Cozsion . T saes) 51605 S 5B sTIE s s2e
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OG&E 2014 IRP Update
Oklahoma Technical Conference
June 24, 2014, Oklahoma City
Meeting Minutes

The OG&E 2014 Integrated Resource Plan (“IRP”) Update Technical Conference was held
on June 24, 2014 in OG&E’s offices from 9:15 AM to 12:30 PM.} A list of participants is
presented in Attachment A. The meeting began with an introduction by Jerry Peace,
OG&E’s Chief Generation Planning and Procurement Officer.

The majority of the meeting was organized around a slide presentation of the Draft IRP
that was made by three members of OG&E’s resource planning team (Leon Howell, Zac
Hager, and Kelly Riley). Stakeholders asked clarifying questions throughout the
presentation. The second part of the meeting was devoted to stakeholder feedback on
OG&E’s draft IRP. A copy of the slides presented is included as Attachment B.

Part I: OG&E Presentation & Stakeholder Questions

The slide presentation was divided into sections that corresponded to the organization
of the Draft IRP Report. The first section provided an overview of the IRP Update.
OG&E began by providing a summary of progress that has been made in diversifying the
portfolio since OG&E announced its 2020 Goal in 2007. A summary of the
environmental compliance obligations (Regional Haze and the Mercury and Air Toxics
Rules) and deadlines was presented. OG&E reviewed the process used to develop the
IRP and introduced the one significant change from prior years: the need to reflect the
implementation of SPP’s Integrated Marketplace on March 1, 2014. Finally, OG&E
concluded the overview by presenting a slide with the 5-Year Action Plan.

The second section of the presentation was devoted to a review of the IRP assumptions,
starting with the load forecast. OG&E presented a slide that reviewed the historical and
projected contributions from four demand side management (“DSM”) programs: Energy
Efficiency, SmartHours, Integrated Volt Var Control (“IVVC”) and the Load Reduction
Rider. In response to a comment, OG&E agreed to update the DSM forecast in the final
IRP to correspond to a more recent submittal.

OG&E described the Capacity Margin calculation and presented a slide showing OG&E
would have a capacity need beginning in 2018 as a result of the planned retirement of

! As required by the IRP rules, OG&E secured the services of a facilitator, Robert C. Yardley, Jr.
In addition to facilitating the meeting, Mr. Yardley prepared these meeting notes.



460 MW at its Mustang Unit. OG&E also presented a slide that showed how its capacity
and energy mix has changed since 2007 and what it is expected to look like in 2020,
based on the IRP.

The balance of this section was devoted to tables and graphs of key assumptions
including the costs of potential environmental control technologies (scrub, convert, Low
NOx burners, and Activated Carbon Injection), coal and natural gas fuel prices, and SPP
market prices. OG&E explained that the resource planning team had developed the SPP
market prices using PROMOD under three scenarios: the base case and two other cases
that were defined assuming “high” and “low” conversion of coal plants across the SPP.

The third section of the presentation focused on the quantitative analyses and results.
It began with identification of the three components of customer costs: (1) return on
rate base, (2) fixed expenses, and (3) “production cost with market impact.” OG&E
explained that the third component reflects the fact that OG&E is compensated at the
SPP market price when its generation units are dispatched (and incurs fuel and variable
costs to run them), and purchases all of its load requirements from the SPP. The market
price assumptions are thus key inputs to this calculation.

OG&E identified the five environmental compliance plans that were analyzed
(combinations of scrub, convert, and replace). Since OG&E will need new capacity
beginning in 2018, it developed three expansion cases that were added on to each of
the five environmental compliance plans and presented the results of these fifteen
cases. The results indicated that the expansion options did not have a significant impact
on which of the environmental compliance plans might be preferred. They also
indicated that the three plans that included only scrub and convert options were
preferred to the two plans that included replace options and by a significant margin.

OG&E described the impact of each of the three customer cost components on the total
30-year net present value of customer costs (“NPVCC”) and the extent to which dispatch
of OG&E'’s units into the SPP market contributes to lower NPVCC.

Next, OG&E presented the results of the three market price scenarios when applied to
each of the five environmental compliance plans. Finally, OG&E presented the results of
six sensitivity cases that each varied one of four assumptions: two natural gas
sensitivities (high and low), a carbon price sensitivity (the Base Case did not assume a
carbon price), two environmental compliance plan capital cost cases (high and low), and
a low SPP load growth forecast.

The fourth section of the presentation examined three specific issues: (1) retirement
and replacement of the capacity provided by Mustang, (2) an OG&E decision to pause
for at least a year on adding wind energy to the portfolio, and (3) a decision not to
consider central solar generation at this time due to economic factors.

The fifth and final section of the presentation focused on the Action Plan, beginning

2



with a discussion of the nine objectives OG&E applied to identify the best cost resource

plan.

Part ll: Stakeholder Feedback

Stakeholders provided feedback in several areas. OG&E responses are also presented if
they were offered.

1. Environmental Compliance Plans

Question as to whether OG&E had considered consolidating all of its coal
operations at Muskogee where it will still have one operating coal unit rather
than scrub Sooner and convert Muskogee
o OG&E indicated the Sooner plant had a lower heat rate, lower O&M, and
better performance than Muskogee.
Question as to why OG&E had installed ACl on Muskogee 4 and 5 if units will
be converted to natural gas in the future
o OG&E indicated it will install ACI on Muskogee 4 and 5 to be compliant
with MATS by 2016. Analysis indicates customers are projected to realize
savings if OG&E adds ACI allowing the coal units to run for the next three
years as opposed to converting them to natural gas in 2016.
Question as to where energy will come from if Muskogee 4 and 5 are
converted to natural gas and don’t run as often and whether wind energy
could make up this gap
o OG&E indicated that all energy for load will be provided by the SPP IM. It
could come from any resource in the SPP, including wind.
Question as to why OG&E was no longer considering DS!, a compliance
option that had been included in its 2012 IRP
o OG&E indicated that DSI was considered in the 2012 IRP as an option to
comply with the MATS acid gas requirements. OG&E has determined that
acid gases are within the compliance requirements so DSl is no longer
needed to comply with the acid gas control requirements of MATS.
Suggestion that IRP more clearly indicate how carbon and other
environmental emissions costs are incorporated into the analyses
Suggestion that at least one of the environmental compliance plans should
reflect a portfolio approach that includes wind
o OG&E indicated that all of the alternatives consider how the portfolio
impacts customers cost. Wind was not considered a Regional Haze
alternative because it was not a viable capacity alternative, but wind
energy was considered separately to determine if it offered customer
savings.




e Suggestion that OG&E consider asking EPA for an extension of time to
comply with Regional Haze

Future Environmental Regulation

e Question as to whether OG&E would consider including the emissions as
calculated in the IRP
o OG&E indicated it would include the annual SO,, NOx and CO» annual

emissions from the analysis in the appendix of the IRP.

e Question as to whether OG&E could include its methodology for calculating a
CO, price in the IRP
o OG&E indicated it would include the calculation of a CO; price in the

appendix of the IRP.

e Concern expressed that OG&E’s plan may not be addressing the recently
announced potential carbon regulations and that the carbon sensitivity case
may not capture the range of impacts of such regulation
o OG&E indicated that it is very uncertain as to how the final regulation on

carbon may look. OG&E included a carbon tax sensitivity analysis
beginning in 2020 to capture one potential outcome of carbon regulation.
o The High Conversion market price scenario is another way OG&E captured
carbon regulation by assuming approximately 1/3 of all coal units in the
SPP would be converted to natural gas, reducing the SPP’s CO; footprint.

Water Impacts
e Concern expressed that there may not be an adequate water supply to
support scrubbing of the Sooner plants
o OG&E indicated that Sooner Lake was built to support up to 6 coal units
and is expected to have adequate water to support scrubbing the existing
units.

DSM

e Expression of interest in OG&E making its load reduction program more
attractive to customers

e Suggestion that DSM costs be more clearly presented in the IRP

Mustang Retirement and Replacement
¢ Question as to why the Mustang retirement dates had been moved up from
the dates included in the 2012 IRP
o OG&E indicated that it recently determined Mustang needed to be retired
for operational reasons.
e Question as to whether OG&E could add the estimated retirement dates to
the IRP
o OG&E indicated the estimated retirement dates were included in the 2012
IRP and it would include them in this update.



¢ Question as to whether OG&E would issue an RFP for replacement capacity
o OG&E indicated that it would competitively bid all major components for
Mustang CT’s but did not plan to issue an RFP for replacement capacity.

Wind Energy
e Question as to whether OG&E installation of scrubbers might preclude OG&E
from adding wind energy next year
o OG&E indicated that additional wind energy is considered by determining
whether or not it offers customers savings. Adding scrubbers will have
little to no impact on the savings calculation.
¢ Question as to whether OG&E might invest in transmission capacity to
contribute to easing transmission delivery constraints and congestion price
impacts
o OG&E indicated that SPP is responsible for its members’ transmission
planning and, consequently, whether transmission capacity is added.
OG&E developed the Windspeed 345 kV transmission line early on to
facilitate the development of wind energy but has no plans to propose
another sponsored upgrade line. Also, OG&E is about to complete three
major 345kV lines to improve the deliverability of wind energy resources
in Western Oklahoma.
e Suggestion that acquiring wind energy and rate-basing this option may be a
low cost option and a similar comment was made with respect to acquiring
new gas-fired capacity

Natural Gas Purchasing
e Question as to whether OG&E will engage in gas price hedging if the portfolio
is going to be increasingly reliant on natural gas
o OG&E indicated that gas supply volumetric needs in the SPP’s Integrated
Marketplace are highly variable and unpredictable. As a result, a price
hedging program would be very difficult to implement.

Potential Rate Impacts

e Concern expressed that the potential rate impact will be too high

e Concern expressed that the rate impact would harm high load factor
customers disproportionately as lower energy cost units were being replaced
with higher cost energy

¢ Question as to whether the undepreciated portion of converted units will be
recovered in future rates
o OG&E indicated that it was assumed existing assets would be recovered

in future rates.
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e Summary
 Assumptions

* Analysis

 Other Considerations
 Action Plan
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In 2007 OG&E announced its "2020 Goal" ™™

2020 Goal is no new incremental fossil fuel generation until the year 2020
OG&E developed a three-pronged plan to accomplish the goal while preparing for
potential environmental legislation and/or regulation

3) Manage load by terminating
wholesale contracts and increasing
demand side management programs

WITH ALLYOUR POWER -’F WHAT WOULD YOU DO?



Progress has been made toward achieving the  posmve

ENERGY

2020 Goal and plans are in place to continue the TosETHer®
success

Year
2008 |
2009 OU Splrlt - 101

2011
2012
2013

Taloga - 13'0
Crossroads 228

Total |
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Environmental challenges and deadlines  roceicrs

- Regional Haze — Legal measures have been exhausted so OG&E
now must comply with the Environmental Protection Agency (EPA)
Federal Implementation Plan (FIP) by January 4, 2019

« Mercury Air Toxics Rules (MATS) - OG&E requested and has
received a one-year extension for compliance to April 16, 2016 from
the Oklahoma Department of Environmental Quality

OGA&E requests rehearing

by full panel of judges
Oklahoma SIP Submitted ~ C ook Appeals to OG&E appeals to
U.S. Supreme Court

©4090609490 %0

EPA accepts BART determination for 10t Circuit of Appeals U.S. Supreme Court

NOx but reject SO, determination upholds EPA's rejection declines to hear
Regional Haze Case

Rehearing request denied

WITH ALL YOUR POWER == WHAT WOULD YOU DO?



POSITIVE

IRP Update process is similar to the past ENERGY
« Each one of the plans since 2010 has included an analysis of regional haze compliance
alternatives
» The main change to the process is the inclusion of the SPP IM in generation optimization

Develop . Interpret Data
Collect Computer Cost/Risk S a D Develop IRP

Define IRP
Models ana Simulations Analysis Ea Alicimas Report

Objective H§ Assumptions Portfolios

06/ - OGHE OGHE #“‘5
O Gas l'mﬂl o | e ‘ * ik

Integrated Resour:

Chianama ias & Elocww o
integrated Resource Plan

e DITNLTS INTEGRATED RESOURCE PLAN

1]

Integrated Resource Plan

2009 2010 2011
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POSITIVE

SPP implemented the IM on March 1, 2014 ENERGY |

* OG&E now sells all of its generated energy into the market and buys all of its
energy for load from the market
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The 5 year Action Plan

Scrub Sooner Unit
" Scrub Sooner Unit

Convert Muskogee

Low NOX Burners

MATS Compliance MATS Extension RegionaljHaze
Date - bas . ; Compliance Date

Regional Haze compliance date is set 55 months from US Supreme Court decision. Clock restarted 5/29/2014 + 55 months = 1/4/2019.

WITH ALL YOUR POWER -F WHAT WOULD YOU DO?
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DSM programs will reduce Peak Demand by
approximately 10% by 2020

POSITIVE
ENERGY
TOGETHER®

2015 2016 2017 2018 2019 2020
Load
Responsibility | 5855 | 5892 | 5,862 | 5,921 5,924
Peak Deman 00 9% 063% _01 8% | 0.67% 0.05%

700

600

500

B
o
©

MW Reduction
w
s’
o

2010

2011

2012 2013 2014

2015

2016

2017

WITH ALLYOUR POWER <f= WHAT WOULD YOU DO?

2018

2019

Achieves
10% Peak
Demand
Reduction

2020
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Planning Capacity Margin PG aERe

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

~ |Purchase Contracts

ReSourCes ' S e N B e T o i e e
- [TotalNetDependable | g a54] ¢ 50| 6,808| 6,395/ 6,393| 6,273/ 6,273| 6,273 5,953| 5,784
~ [Capability L s e g el - s

Load Forecast

6.205 6.336] 6.377| 6,437

Demand  [Demand Response 272| 203| 309| 328] 332
Net On System
Demand

e Capacity Margin 1,008

| 5,850, 5,855 5,892| 5,882 5,921 5,924 5,

(Total Net Capability) - (Net On System Demand)
(Total Net Capability)

Capacity Margin % =

12
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POSITIVE

OGA&E is gradually shifting generation resources EQsmV ®
while maintaining fuel diversity NESRIS

2013 2020

2007

Namplate Capacity

MWh Energy

WITH ALLYOUR POWER == WHAT WOULD YOU DO? 13



POSITIVE

Emission Control Technology Cost PG aLRe
Assumptions

Overnight Fixed O&M Variable
| Cortrol - Capital Cost O&M Cost
| Cost (2014$ (2014$ in (2014%
| i in Millions)

| Low NO, Burners Seminole 182 $41.3 $1.30 .

Actlvated Carbon All Coal $24.3 $0.80 $2.50
In e,ctlo,,,n _ N—— — . ,

Conversmn to Gas Sooner per unit
*Represents the incremental cost decrease due to conversion from coal to gas

WITH ALLYOUR POWER -'i: WHAT WOULD YOU DO?
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EIA forecast projects gradual increases in both  Egsmve
coal and natural gas prices over the next decade =~

$7.00
$6.00 s
$5.00 Natural Gas
$4.00
- 3.00 e
= i
§ $2.00
“  $1.00
$0.00
2015 | 2016 | 2017 | 2018 | 2019 2020 | 2021 | 2022 | 2023 2024
-#=NG ($/MMBTU) | $4.23 | $4.38 | $4.74 | $5.26 | $5.42 | $5.33 | $5.58 | $5.66 | $5.84 | $6.17
=¢=Coal ($/MMBTU) $2.14 | $2.18 | $2.24 | $2.33 | $2.41 | $2.49 | $2.57  $2.66 | $2.76 | $2.85

WITH ALLYOUR POWER =f= WHAT WOULD YOU DO?



PROMOD was used to project future market BT
energy prices under various scenarios B

Average Annual Market Price ($/MWh) Scenarios

$70 « Base Case — Coal units in SPP

srg. | Toase Gase smaller than 200 MW and coal

- s=mmHigh Conversion units built before 1977 currently

am| oW Conversion without emission controls are

$585 assumed to be converted to

$50 natural gas

$45

$40 « High Conversion — All coal units in

" SPP that have not announced
plans to control emissions are

$30 assumed to be converted to

$25 natural gas.

$20

S PP arge ¢ Low Conversion — Only coal units
LA with announced plans to convert

WITH ALLYOUR POWER == WHAT WOULD YOU DO?
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Market price sensitivity to assumption changes roceriere

Sensitivities Average Annual Market Price ($/MWh)

* High NG Price (+50% Base) $70
* Low NG Price (-25% Base) $65
* Low Load (-10% Base) $60

« CO, Cost $55

Sensitivity 2020 2021 2022 2023 2024 $50
CO2$/ton | $15 | $16 | $16 | $16 | $18 $45
$40

$35 -
$30 +€
$25
$20

ag@eBase Case amsm(CO?2
emmeHigh NG emss| ow NG

amss| ow Load

WITH ALLYOUR POWER <= WHAT WOULD YOU DO?
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ANALYSIS
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Participation in the market adds two components .ogmve

ENERGY

to the traditional customer cost calculation TOGETHER®

Production Cost
~ with Market
' - Impact

Return on Rate
Base

~ Expenses

Capital Fuel

Investment Depreciation

B Variable O3V S Customer
| Accumulated g T TN < Cost
Depreciation S Ad Valorem § ; |

Accumulated HES
Deferred MR Fixed O&M

Income Tax

WITH ALLYOUR POWER -;: WHAT WOULD YOU DO?
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OGA&E evaluated five alternative environmental  tocerere
compliance plans

Scrub/Convert :

Convert °

Scrub/Replace :

Scrub Sooner 1 by 2018 and Sooner 2 by 2019
Convert two Muskogee units by 2019

Scrub Muskogee 4 by 2018 and Muskogee 5 by 2019
Scrub Sooner 1 by 2018 and Sooner 2 by 2019

Convert four coal units to gas by 2019

Scrub Sooner 1 by 2018 and Sooner 2 by 2019
Replace two Muskogee coal units with new CCs by 2019

Replace four coal units with new CCs by 2019

WITH ALLYOUR POWER ~F WHAT WOULD YOU DO?

N
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Environmental compliance alternatives are not  Fosmve
impacted by expansion plan options .

$24.5
T $24.0 L%¢;
287 g235 | MCT
852 g30 " Spread CT
£ = '
529 $225
S § = $22.0 -
$21.5 -
$21.0 -
Scrub/ Scrub Convert Scrub/ Replace
Convert Replace

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2031

CcC

CT

Spread CT

WITH ALLYOUR POWER <= WHAT WOULD YOU D0?
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Cost components have different magnitudes FOSITIVE
but result in similar 30-yr NPVCC

Base Case Market Scenario

TOGETHER®

30 Year NPVCC ($Billions)

$24
$22
$20
$18
$16
$14
$12
$10
$8
$6
$4
$2
$0

Scrub/Convert

Production Cost with
Market Impact

m Expenses

® Return on Rate
Base

WITH ALLYOUR POWER <= WHAT WOULD YOU DO?
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Market Revenue has a significant impact on POSLIVE
. TOGETHER®
production cost

Base Case Market Scenario

$20

= ® Fuel & Variable O&M ® Generation Sales Revenue = Customer Savings
<)
o $15
=
T
o
o $10 -
59
;2
o $5
o @

o
E & $0 -
S (2 2
= ($5) ' (3.68)
=)
™

($10)
Scrub/ Convert Scrub Convert

WITH ALLYOUR POWER "F WHAT WOULD YOU DO?
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Performance of alternatives was considered in POSITIVE
. OGETHER®
each market scenario TSR

Replace e s

Scrub/
Replace

m High Conversion

Convert ® Base Case

3 Low Conversion
Scrub 8

Scrub/
Convert

$22.0 $22.5 $23.0 $23.5 $24.0 $24.5
30 Year NPV of Customer Cost ($Billions)

WITH ALLYOUR POWER == WHAT WOULD YOU DO?
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Sensitivity Analysis projects risk across multiple

assumptions

$Billions

Natural Gas $18 $20 $22 $24 $26 $28 $30 $32

$Billions

POSITIVE
ENERGY
TOGETHER®

Low Load $18 $20 $22 $24 $26 $28 $30 $32

1

1

Scrub/Convert | Scrub/Convert i
Scrub Scrub
Convert Convert
Scrub/Replace Scrub/Replace
Replace Replace |
$Billions $Billions
coz  $18 $20 $22 $24 $26 $28 $30 $32 CAPEX ~ $18 $20 $22 $24 $26 $28 $30 $32
Scrub/Convert — Scrub/Convert
Scrub b s Scrub
Convert — Convert
Scrub/Replace — Scrub/Replace
Replace B Replace

WITH ALLYOUR POWER == WHAT WOULD YOU DO?
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Mustang Retirement and Replacement FOGETAERe

« Plant has reached the end of its useful life
* When retired the unit age ranges from 58 to 67 years
» Units of this age are at a greater risk of catastrophic failure
« Component failure due to age creates a greater safety risk for employees
* Parts for units of this age are often non-existent
 Existing site has a number of benefits
 Located near Oklahoma's largest load center, Oklahoma City
 Provide reliability support function due to location within the load area

» System restoration
» Voltage support

» Existing infrastructure
» Transmission interconnection
« Water supply with water rights
« Gas pipeline connection
» Property and roads

 Existing environmental air permit
« CT’s offer reliability benefits
* Quick start, smaller units offer flexibility
« Support the intermittency of wind
« Support the growth of distributed generation

WITH ALLYOUR POWER -F WHAT WOULD YOU DO? 27



POSITIVE

Why not more wind at this time? RGeS

 OG&E is committed to renewable generation

| « OG&E is not saying no more wind; it's saying not now
| « Continue to monitor the situation to determine when the time is right
‘ « Wind is not a viable solution to Regional Haze

* Wind does not reduce the emission rate of coal units

* OG&E must maintain its planning capacity margin requirements
« Only 5% of nameplate wind generation can be counted towards capacity margin
3 requirements

» It takes 10,000MW of wind to replace 500MW of fossil fuel capacity

* Delivery of wind to the market is a concern
« 2013 RFI respondents unwilling to accept economic curtailment risk
« Curtailments due to transmission constraints occur
» Congestion charges reduce the value of wind energy
« More than 2000MW of additional wind generation will soon come on line depressing
energy prices and increasing congestion

WITH ALL YOUR POWER -F WHAT WOULD YOU DO? 28
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Central

$40

$35
© $30
S

$25

$20
Z $15
S $10
™M

$5

$0

V ($Mill

is not yet economica FOGETRER®

W Fixed Tilt ® Single Axis
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Objectives were developed to guide OG&E to the ESsF
most robust portfolio TOGETHER

Reliability

Future
Regulation

Fuel Risk

WITH ALLYOUR POWER 'F WHAT WOULD YOU DO? 31
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The 5 year Action Plan

Scrub ooner Unit
. Scrub Sooner Unit

Convert Muskogee

Low NOX Burners

MATS Compliance MATS Extension ' RegionallHaze
b Compliance Date

Regional Haze compliance date is set 55 months from US Supreme Court decision. Clock restarted 5/29/2014 + 55 months = 1/4/2019.

WITH ALLYOUR POWER <f= WHAT WOULD YOU DO?
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Feedback
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CDP

Exhibit C

CDP 2014 Investor CDP 2014 Information Request
OGE Energy Corporation

Module: Introduction

Page:

CC0.1

Introduction

Introduction
Please give a general description and introduction to your organization.

OGE Energy Corp. (NYSE: OGE) (the “Company”), with headquarters in Okiahoma City, is the parent company of Oklahoma Gas and Electric Company (OG&E), a
regulated electric utility. Effective May 1, 2013, the Company holds a 28.5 percent limited partner interest and 50 percent general partner interest in Enable
Midstream Partners, LP (“Enable Midstream”), a natural gas pipeline business. The Company, OG&E and Enable Midstream have approximately 3,300 employees.

OG&E serves approximately 807,000 retail customers in Oklahoma and western Arkansas. OG&E, with approximately 6,800 megawatts of capacity, generates
electricity from low-sulfur Wyoming coal, natural gas and wind. Its electric transmission and distribution systems cover an area of 30,000 square miles.

Effective May 1, 2013, the Company, the ArcLight group and CenterPoint Energy, Inc., formed Enable Midstream to own and operate the midstream businesses of
the Company and CenterPoint. In the formation transaction, the Company and ArcLight group contributed Enogex LLC (“Enogex”) to Enable Midstream and the
Company deconsolidated its previously held investment in Enogex Holdings and acquired an equity interest in Enable Midstream. Enable Midstream is engaged in
natural gas gathering, processing and fractionation services, crude oil gathering, transportation and storage and operates the natural gas business of the Company
and CenterPoint Energy Resource Corp.

For reporting year 2013, the Company will report greenhouse gas emissions and complete the CDP for Enogex as in previous years. For this report, data will
include legacy Enogex equipment and operations defined by the operational control boundary for the full year of 2013 regardiess of the mid-year formation of Enable
Midstream. It is not yet determined how the 28% equity ownership of Enable Midstream CDP reporting will be handled going forward.

The Company understands that environmental responsibility is important to the quality of life of our customers, the communities we serve and our own employees
and their families. It is also critical to our success. The Company is committed to complying with government-established environmental standards and views
environmental stewardship as an important aspect of its business. The Company continually monitors, assesses and strives to improve its environmental
performance, and seeks to foster strong working relationships with the local, state and federal agencies that monitor its environmental stewardship. The Company
believes it has a dual responsibility to protect our natural resources and to provide safe, reliable and reasonably priced power and will, therefore, bring to any
emerging environmental policy discussion the need for a sensible balance between environmental gain and its cost to the Company's customers and shareowners.



For more information about the Company, please visit our website at www.oge.com.

CCo0.2

Reporting Year

Please state the start and end date of the year for which you are reporting data.

The current reporting year is the latest/most recent 12-month period for which data is reported. Enter the dates of this year first.

We request data for more than one reporting period for some emission accounting questions. Please provide data for the three years prior to the current reporting
year if you have not provided this information before, or if this is the first time you have answered a CDP information request. (This does not apply if you have been
offered and selected the option of answering the shorter questionnaire). If you are going to provide additional years of data, please give the dates of those reporting
periods here. Work backwards from the most recent reporting year.

Please enter dates in following format: day(DD)/month(MM)/year(YYYY) (i.e. 31/01/2001).

Enter Periods that will be disclosed

Tue 01 Jan 2013 - Tue 31 Dec 2013

CCo.3

Country list configuration

Please select the countries for which you will be supplying data. This selection will be carried forward to assist you in completing your response.
Select country

United States of America

CCo0.4



CCo0.6

Currency selection

Please select the currency in which you would fike to submit your response. All financial information contained in the response should be in this currency.

UsD($)

Modules
As part of the request for information on behalf of investors, electric utilities, companies with electric utility activities or assets, companies in the automobile or auto

component manufacture sectors, companies in the oil and gas industry, companies in the information technology and telecommunications sectors and companies in
the food, beverage and tobacco sectors should complete supplementary questions in addition to the main questionnaire.

If you are in these sectors (according to the Global Industry Classification Standard (GICS)), the corresponding sector modules will not appear below but will
automatically appear in the navigation bar when you save this page. If you want to query your classification, please email respond@cdp.net.

If you have not been presented with a sector module that you consider would be appropriate for your company to answer, please select the module below. If you
wish to view the questions first, please see https://www.cdp.net/en-US/Programmes/Pages/More-questionnaires.aspx.

Further Informaiioﬁ '  '

For reporting year 2013, the Company will report greenhouse gas emissions and complete the CDP for Enogex as in previous years. For this report, data will
include legacy Enogex equipment and operations defined by the operational control boundary for the full year of 2013 regardless of the mid-year formation of Enable
Midstream. It is not yet determined how the 28% equity ownership of Enable Midstream CDP reporting will be handled going forward.

Module: Management

Page:

cC11

CC1. Governance

Where is the highest level of direct responsibility for climate change within your organization?

Individual/Sub-set of the Board or other committee appointed by the Board



CC1.1a

Please identify the position of the individual or name of the commiittee with this responsibility

Nominating and Corporate Governance Committee appointed by the Board of Directors

CC1.2
Do you provide incentives for the management of climate change issues, including the attainment of targets?

No

CC1.2a
Please provide further details on the incentives provided for the management of climate change issues

Who is entitled to benefit from

these incentives? The type of incentives Incentivized performance indicator

Further Information

Page: CC2. Strategy

CC2.1
Please select the option that best describes your risk management procedures with regard to climate change risks and opportunities

Integrated into multi-disciplinary company wide risk management processes

CC2.1a



Please provide further details on your risk management procedures with regard to climate change risks and opportunities

How far into the

F::g:;:;ﬁ of To whom are results reported Geographical areas considered future are risks Comment
g considered?

Six-monthly or more Individual/Sub-set of the Board or committee North American and beyond to include all of 1 to 3 voars

frequently appointed by the Board Earth's Continents. y

CC2.1b

Please describe how your risk and opportunity identification processes are applied at both company and asset level

The Company’s Board of Directors oversees all aspects of the company's businesses, including the regulatory and operating aspects. The Board's Nominating and
Corporate Governance Committee is charged with reviewing and reporting to the Board on the Company's environmental initiatives and compliance strategies. Also,
the Company’s Risk Oversight Committee, comprised of management representatives from throughout the company, is responsible for the overall development,
implementation and enforcement of strategies and policies for all risk management activities. The Risk Oversight Committee is authorized by, and reports quarterly
to, the Audit Committee of the Board of Directors. The Audit Committee is responsible for establishing and enforcing the Company’s risk policies, including
evaluation of risk due to regulatory changes on climate change issues. The identification, monitoring and management of proposed or enacted legislation or
regulation relating to climate change is provided through the Company's Corporate Environmental Department and business unit environmental management.

CC2.1c

How do you prioritize the risks and opportunities identified?

The Audit Committee of the Board of Directors is responsible for prioritizing the risks and opportunities identified as well as establishing and enforcing the
Company’s risk policies.



Please explain why you do not have a process in place for assessing and managing risks and opportunities from climate change, and whether you plan
to introduce such a process in future

Main reason for not having a process Do you plan to introduce a process? Comment

ccC2.2

Is climate change integrated into your business strategy?

Yes

CC2.2a

Please describe the process of how climate change is integrated into your business strategy and any outcomes of this process

OGE recognizes that there is national and international concern about global climate change and the contribution of emissions of greenhouse gases (“GHGs”)
including, most significantly, carbon dioxide. In 2009, the EPA adopted a comprehensive national system for reporting emissions of carbon dioxide and other
greenhouse gases produced by major sources in the United States. The reporting requirements apply to large direct emitters of greenhouse gases with emissions
equal to or greater than a threshold of 25,000 metric tons per year, which includes certain OG&E and Enogex facilities. OG&E also reports quarterly its carbon
dioxide emissions from generating units subject to the Federal Acid Rain Program. OG&E and Enogex have submitted the reports required by applicable reporting
rules. The Company is also continuing to review and evaluate available options for reducing, avoiding, offsetting or sequestering its greenhouse gas emissions and
is seeking ways to utilize additional renewable energy sources that do not emit greenhouse gases. OG&E's service territory is in central Okiahoma and borders one
of the nation’s best wind resource areas. The Company has leveraged its advantageous geographic position to develop renewable energy resources and
transmission to deliver the renewable energy. The Southwest Power Pool (SPP) has begun to authorize the construction of transmission lines capable of bringing
renewable energy out of the wind resource area in western Oklahoma, the Texas Panhandle and western Kansas to load centers by planning for more transmission
to be built in those areas. In addition to significantly increasing overall system reliability, these new transmission resources should provide greater access to
additional wind resources that are currently constrained due to existing transmission delivery limitations. OG&E is focused on increasing investment to preserve
system reliability and meet load growth, replacing infrastructure equipment, replacing aging transmission and distribution systems, providing new products and
services, providing energy management solutions to OG&E'’s customers through the Smart Grid program and deploying newer technologies to improve operational,
financial and environmental performance. OG&E also is promoting demand-side management programs to encourage more efficient use of electricity. With these
initiatives, OG&E believes it may be able to defer the construction or acquisition of any incremental fossil fuel generation capacity.



CC2.2b

Please explain why climate change is not integrated into your business strategy

cc23
Do you engage in activities that could either directly or indirectly influence public policy on climate change through any of the following? (tick all that
apply)
Trade associations
CC2.3a
On what issues have you been engaging directly with policy makers?
Focus of legislation Corporate Position Details of engagement Proposed legislative solution
cc23b
Are you on the Board of any trade associations or provide funding beyond membership?
Yes
CC2.3c

Please enter the details of those trade associations that are likely to take a position on climate change legislation



Is your

position on
assTor:g:i on g:::‘na ;: Please explain the trade association's position
consistent
with theirs?
Edison Electric Institute (EEI) position is that global climate change presents one of the biggest
energy and environmental policy challenges this country has ever faced. EEI member companies
Edison are committed to addressing the challenge of climate change and have'un_dertaken_ a wide range of
Electric Mixed injtiatives over the last 30 years tp requcg, avoid or sequester GHG emissions. Policies Fo address
Institute climate change should seek to minimize |mpact_s on consumers and avqld_harm to U.S. .mdustry
and the economy. As of the end of 2012, electric power sector CO2 emissions had declined 15
percent from 2005 levels, driven in part by low natural gas prices, reduced economic activity and
low load growth.

cC2.3d

Do you publically disclose a list of all the research organizations that you fund?

CC2.3e

Do you fund any research organizations to produce or disseminate public work on climate change?

CC2.3f

Please describe the work and how it aligns with your own strategy on climate change

CC2.3g

Please provide details of the other engagement activities that you undertake

How have you, or are
you attempting to,
influence the position?

No, the Company has
not, nor is attempting to,
influence EEl's position.



CC2.3h

What processes do you have in place to ensure that all of your direct and indirect activities that influence policy are consistent with your overall climate
change strategy?

The Company’s Board of Directors oversees all aspects of the company'’s businesses, including those activities that influence policy related to its climate change
strategy. The Board's Nominating and Corporate Governance Commiittee is charged with reviewing and reporting to the Board on the Company's climate change
strategies. Also, the Company’s Risk Oversight Committee, comprised of management representatives from throughout the company, is responsible for the overall
development, implementation and enforcement of strategies and policies for all risk management activities. The Risk Oversight Committee is authorized by, and
reports quarterly to, the Audit Committee of the Board of Directors. The Audit Committee is responsible for establishing and enforcing the Company's risk policies,
including evaluation of risk due to regulatory changes on climate change issues. The identification, monitoring and management of proposed legislation relating to
climate change is provided through the Company's Corporate Environmental Department and business unit environmental management.

CC2.3i

Please explain why you do not engage with policy makers

Further Information k
Page: CC3. Targets and Initiatives

CC3.1

Did you have an emissions reduction target that was active (ongoing or reached completion) in the reporting year?

No

CC3.1a

Please provide details of your absolute target



Base year

% of N . 7
1D Scope emissions in & ri)dal;‘;t';:atmm Base year (mzr::,;ii':::es Target year Comment
scope CO2e)
CC3.1b
Please provide details of your intensity target
iD Scope emisﬁizfxs in % reduction Metric Base year Normalized base Target year Comment
P scope from base year y year emissions gety

CC3.1c

Please also indicate what change in absolute emissions this intensity target reflects

Direction of change anticipated in k % change anticipated Direction of change anticipated in
D absolute Scope 1+2 emissions at  © in absolute Scope 1+2 . absolute Scope 3 emissions at target
target completion? emissions completion?

CC3.1d

For all of your targets, please provide details on the progress made in the reporting year

% change anticipated
in absolute Scope 3
emissions

Comment



ID % complete (time) % Complete (emissions) Comment

CC3.1e

Please explain (i) why you do not have a target; and (ii) forecast how your emissions will change over the next five years

Due to continued growth in electricity demand in OG&E'’s service territory in Oklahoma and Arkansas, OG&E must continue to add generation to meet that demand.
As a resuit of increased demand, it would be difficult to set absolute reduction targets. Over the next five years, the Company expects to realize intensity reductions
due to the addition of wind power and the implementation of programs, discussed in 2.2a, to delay the need for additional fossil-fueled generation.

CC3.2
Does the use of your goods and/or services directly enable GHG emissions to be avoided by a third party?

Yes

CC3.2a

Please provide details of how the use of your goods and/or services directly enable GHG emissions to be avoided by a third party

OG&E has spent the past decade leveraging its advantageous geographic position to develop renewable energy resources for wind generation and transmission. In
an effort to encourage more efficient use of electricity, OG&E is also providing energy management solutions to its customers through the Smart Grid program that
utilizes newer technology to improve operational and environmental performance as well as allow customers to monitor and manage their energy usage. As the
Smart Grid platform matures, OG&E anticipates providing new products and services to its customers. OG&E also is promoting other demand-side management
programs to encourage more efficient use of electricity. To the extent OG&E'’s customers utilize electricity from wind or other renewable resources, or take
advantage of demand side management programs, those customers will avoid the use of fossil-fueled electricity.

Wind Power:

Since 2003, we have offered wind power as an efficient energy alternative. At December 31, 2013, more than 12 percent of the company’s total generating
capability (including wind power purchase agreements) comes from wind, which is an environmentally friendly way for our customers to reduce their GHG
emissions. In addition, OG&E is also pursuing additional transmission-related opportunities within the Southwest Power Pool (SPP). Since 2010, OG&E has built



nearly 700 miles of 345 kv transmission lines, helping to deliver Oklahoma's wind potential, increase system reliability and investments in the state. In addition to
significantly increasing overall system reliability, these new transmission resources should provide greater access to additional wind resources that are currently
constrained due to existing transmission delivery limitations.

Smart Grid:

During 2010, OG&E began implementing its Smart Grid metering infrastructure project for residential and commercial customers. OG&E calls this our Positive
Energy® Smart Grid program, which gives customers the opportunity to control their energy costs and reduce energy consumption and the corresponding GHG
emissions. This project, completed in 2012, involved the installation of more than 800,000 smart meters throughout OG&E's service territory. Smart Grid meters
allow customer usage data to be transmitted through a communication network to a central collection point, where the data is stored and used for customer billing.
Smart meters also provide customers access to information about how he or she uses electricity and the associated cost. OG&E invested in this new technology to
help customers more efficiently manage energy use and costs to fit their lifestyles. It also helps OG&E offer even more reliable service in a cost effective manner
and to maintain reasonable rates. Another benefit of the smart meter program is that it helps OG&E reduce its Scope 1 GHG emissions due to reduced vehicle miles
for meter operations. Since installation began in February 2010 through December 31, 2013, OG&E has avoided more than 3.9 million vehicle miles which equals an
estimated 2,511 tons of CO2 emissions.

Demand-Side Management Programs:

OG&E also is promoting demand-side management programs to encourage customers to use electricity more efficiently. Residential energy-efficiency programs
such as our no cost Low and Fixed Income Weatherization Programs assist qualified individuals with energy saving home improvements such as adding insulation,
duct sealing, weather sealing windows and doors and installation of energy efficient lighting. In addition, our Home Energy Efficiency Program offers our customers
an in-home energy audit, air conditioner tune-up, air duct inspection and repair, and weatherization kit. In addition to our residential energy efficiency programs,
OG&E also offers a commercial lighting program and a standard offer program for our commercial and industrial (C&!) customers. The standard offer program offers
a financial incentive to any C&l customer that makes energy efficiency improvements to their equipment. Since their inception, OG&E's demand side management
programs have reduced electricity usage by 268,545 megawatts and avoided 218,016 short tons of CO2 emissions.

CC33

Did you have emissions reduction initiatives that were active within the reporting year (this can include those in the planning and implementation
phases)

Yes

CC3.3a

Please identify the total number of projects at each stage of development, and for those in the implementation stages, the estimated CO2e savings



Stage of development

Total estimated annual CO2e savings in metric tonnes
CO2e (only for rows marked *)

Number of projects

Under investigation
To be implemented*
Implementation commenced* 1

Implemented*

Not to be implemented

CC3.3b

For those initiatives implemented in the reporting year, please provide details in the table below

Activity type

Transportation:
fleet

Transportation:

use

Description of activity

Between 2011 and 2013, Enogex has retired and
replaced 75 gasoline fueled vehicles with vehicles
that operate on compressed natural gas.

During 2013, the Company installed two electric
vehicle charging stations at its headquarters parking
garage. The chargers are available for use by both
a company vehicle and employee vehicles. Annual
CO2e savings are not estimated due to number of
variables. According to the US Dept. of Energy, an
electric vehicle emits approximately 1.75 tons less

Estimated
annual
CO2e
savings
(metric
tonnes
CO2e)

3230

Annual
monetary Investment
savings required :
(unit (unit Payback l?stl_mated
# lifetime of
currency - currency -  period e
as as s
specified specified in mlt;aat:;/e,
inCC0.4)  CC0.4) y

Comment



Activity type

Process
emissions
reductions

Process
emissions
reductions

Process
emissions
reductions

Process
emissions
reductions

Other

Transportation:

Description of activity

CQO2e per year than a conventional gas powered
vehicle.

Electric driven compressors — new natural gas
processing plants have utilized electric driven
compressors versus natural gas fired engines.

BTEX Eliminators for Glycol Dehydrators — standard
practice is to install emission control devices on all
new dehydrators and currently in process of
retrofitting most existing dehydrators.

NESHAP ZZZZ Emissions Reduction Project —
Installation of catalysts on specific existing engines
to reduce emissions.

Natural gas fired engines — new compressor stations
have utilized ultra lean burn technology on
reciprocating internal combustion engines to reduce
emissions.

OGA&E is in the early stages of implementing a wood
pole recycling initiative. The baseline and potential
CO2e emission reductions for the initiative have not
yet been calculated. The project has the potential to
reduce transportation, landfill application and tree
harvesting all of which could reduce CO2e emissions
compared to baseline emissions from previous
handling and disposal process.

In 2010, OG&E began installation of more than

Estimated
annual
CO2e
savings
(metric
tonnes
CO2e)

1600

Annual
monetary Investment

savings required Estimatid
(unit (unit Payl?ack litihie of
currency - currency -  period G
s ei?ﬁed s ec?f?ed in inklative,
P e years

inCC0.4)  CC0.4)

Comment

This initiative is
specific to legacy
Enogex.

This initiative is
specific to legacy
Enogex and is
driven by
regulatory
compliance.

This initiative is
specific to legacy
Enogex and is
driven by
regulatory
compliance.

This initiative is
specific to legacy
Enogex.



Estimated
annual
CO2e
savings
(metric
tonnes
CO2e)

Activity type Description of activity

use 800,000 smart meters across its service territory and
completed the project late 2012. The smart meter
technology has eliminated vehicle travel for meter
reading activities and has reduced truck rolls for
service connects and disconnects. Since 2010,
OG&E estimates this project has resulted in the
avoidance of about 3.9 million miles traveled and
2,500 tons of CO2 emissions.

CC3.3¢c

What methods do you use to drive investment in emissions reduction activities?

Method

Compliance with regulatory
requirements/standards

CC3.3d

if you do not have any emissions reduction initiatives, please explain why not

Annual

monetary Investment
savings required
(unit (unit
currency - currency -
as as
specified specified in
in CC0.4) CC0.4)
Comment

Payback
period

Estimated
lifetime of
the
initiative,
years

Comment

OGA&E is dedicated to provide its customers with reliable and affordable electricity. Any investments the Company makes for
emission reduction activities or equipment other than those required to meet regulatory requirements would be required to
provide an acceptable ROl and have a short payback period.



Further Information

Page: CC4. Communication

CC4.1

Have you published information about your organization’s response to climate change and GHG emissions performance for this reporting year in places

other than in your CDP response? If so, please attach the publication(s)

Publication Page/Section reference

In mainstream financial  10-K Annual report pursuant to section

reports (complete) 13 and 15(d), Multiple pages/sections
In other regulatory Compliance with U.S. EPA

filings (complete) Greenhouse Gas Reporting Program

In other regulatory Compliance with U.S. EPA Title IV Acid
filings (complete) Rain Program

Further Information
Module: Risks and Opportunities

Page: CC5. Climate Change Risks

CC5.1

Attach the document

https://www.cdp.net/sites/2014/13/13813/Investor CDP 2014/Shared
Documents/Attachments/CC4.1/OGEEnergy_10K_20140225.pdf
https://www.cdp.net/sites/2014/13/13813/Investor CDP 2014/Shared
Documents/Attachments/CC4.1/e-GGRT documentation.zip
https://www.cdp.net/sites/2014/13/13813/Investor CDP 2014/Shared
Documents/Attachments/CC4.1/EM_Feedback_Report.zip



Have you identified any climate change risks that have the potential to generate a substantive change in your business operations, revenue or
expenditure? Tick all that apply

Risks driven by changes in regulation

Risks driven by changes in physical climate parameters
Risks driven by changes in other climate-related developments

CC5.1a

Please describe your risks driven by changes in regulation

Risk driver

Emission
reporting
obligations

Description

In 2009, the EPA
adopted a
comprehensive
national system
for reporting
emissions of
carbon dioxide
and other
greenhouse gases
produced by
major sources in
the United States.
The reporting
requirements
apply to large
direct emitters of
greenhouse gases
with emissions
equal to or greater
than a threshold

Potential impact

Increased
operational cost

Timeframe

Upto 1
year

Direct/

fndiract Likelihood
. Virtually
Direct e

Efls:ar:?;:ld Management Cost of
implications method management
Absorbed by
Not yet current positions  Not yet
quantified without addition  quantified
of FTEs.



Risk driver

Uncertainty
surrounding
new
regulation

Description

of 25,000 metric
tons per year,
which includes
certain OG&E and
Enogex facilities.
OG&E also
reports quarterly
its carbon dioxide
emissions from
generating units
subject to the
Federal Acid Rain
Program. OG&E
and Enogex have
submitted the
reports required
by the applicable
reporting rules.

There is
continuing
discussion and
evaluation of
possible global
climate change in
certain regulatory
and legislative
arenas. The focus
is generally on
emissions of
greenhouse
gases, including
carbon dioxide,
sulfur hexafluoride
and methane, and
whether these

Potential impact

Inability to do
business

Timeframe

Unknown

Direct/
Indirect

Direct

Likelihood

Unknown

Magnitude
of impact

Unknown

Estimated
financial
implications

Not yet
quantified

Cost of
management

Management
method

If legislation or
regulations are
passed at the
Federal or state
levels in the
future requiring
mandatory
reductions of
carbon dioxide
and other
greenhouse
gases on the
Company's
facilities, this
could result in
significant
additional

Not yet
quantified



Risk driver Description

emissions are
contributing to the
warming of the
Earth's
atmosphere.
There are various
international
agreements that
restrict
greenhouse gas
emissions, but
none of them
have a binding
effect on sources
located in the
United States.
The U.S.
Congress has not
passed legislation
to reduce
emissions of
greenhouse gases
and the future
prospects for any
such legislation
are uncertain, but
the EPA believes
it has existing
authority under
the Clean Air Act
to regulate
greenhouse gas
emissions from
stationary
sources. Several
states have

Potential impact  Timeframe Ig;"i‘f_:gt Likelihood "g??:"t:gf Estimated
P financial
implications

Cost of
management

Management
method

compliance
costs that would
affect the
Company’s
future financial
position, results
of operations
and cash flows if
such costs are
not recovered
through
regulated rates.



Risk driver

General
environmental
regulations,
including
planning

Description

passed laws,
adopted
regulations or
undertaken
regulatory
initiatives to
reduce the
emission of
greenhouse
gases, primarily
through the
planned
development of
greenhouse gas
emission
inventories and/or
regional
greenhouse gas
cap and trade
programs.
Oklahoma and
Arkansas are not
among them.

Following from the
Supreme Court's
interpretation of
the Clean Air Act's
applicability to
greenhouse gases
in Massachusetts
v. EPA, the EPA
has proposed
regulations for
new power plants.
In 2010, the EPA

Potential impact

Increased
operational cost

Timeframe

Unknown

Direct/
Indirect

Direct

Likelihood

About as
likely as
not

Magnitude
of impact

Unknown

Estimated
financial
implications

Not yet
quantified

Management
method

The Company is
continuing to
review and
evaluate
available options
for reducing,
avoiding,
offsetting or
sequestering its
greenhouse gas
emissions.

Cost of
management

Not yet
quantified



Risk driver

Description

also issued a final
rule that makes
certain existing
sources subject to
permitting
requirements for
greenhouse gas
emissions. This
rule requires
sources that emit
greater than
100,000 tons per
year of
greenhouse gases
to obtain a permit
for those
emissions, even if
they are not
otherwise required
to obtain a new or
modified permit.
Such sources that
undergo
construction or
modification may
have to install
best available
control technology
to control
greenhouse gas
emissions.
Although these
rules currently do
not have a
material impact on
the Company's

Potential impact

Timeframe

Direct/
Indirect

Likelihood

Magnitude
of impact

Estimated
financial

implications

Management
method

Cost of

management



: . - - - Direct/ . Magnitude .

Risk driver Description Potential impact  Timeframe indirect Likelihood of impact Ef:sr:::ac:;d Management Castof
- ke method management
implications

existing facilities,
they ultimately
could result in
significant
changes to the
Company's
operations,
significant capital
expenditures by
the Company, and
a significant
increase in the
Company's cost of
conducting
business. In
January 2014, the
EPA issued new
proposed New
Source
Performance
Standards that
specify
permissible levels
of greenhouse
gas emissions
from newly-
constructed fossil
fuel-fired electric
generating units.
The proposed
New Source
Performance
Standards sets
separate
standards for
natural gas



Risk driver

Description Potential impact Timeframe

combined cycle
units and coal-
fired generating
units. As directed
by President
Obama's June 25,
2013, Climate
Action Plan, the
EPA also
announced plans
to establish,
pursuant to
Section 111(d) of
the Clean Air Act,
carbon dioxide
emissions
standards for
existing fossil fuel
fired electric
generating units.
EPA plans to
publish the
proposed
standards for
existing units by
June 1, 2014, and
finalize those
guidelines by
June 1, 2015.
States must then
submit their
individual plans
for reducing
power plants'
greenhouse gas
emissions to EPA

Direct/
Indirect

Likelihood

Magnitude
of impact

Estimated
financial
implications

Management
method

Cost of
management



Risk driver

General
environmental
regulations,
including
planning

Description

by June 30, 2016.

Following from the
Supreme Court's
interpretation of
the Clean Air Act's
applicability to
greenhouse gases
in Massachusetts
v. EPA, the EPA
has proposed
regulations for
new power plants.
In 2010, the EPA
also issued a final
rule that makes
certain existing
sources subject to
permitting Increased capital
requirements for cost
greenhouse gas
emissions. This
rule requires
sources that emit
greater than
100,000 tons per
year of
greenhouse gases
to obtain a permit
for those
emissions, even if
they are not
otherwise required
to obtain a new or
modified permit.
Such sources that

Unknown

Potential impact Timeframe

Direct/
Indirect

Direct

Likelihood

About as
likely as
not

Magnitude
of impact

Unknown

E§t|ma§ed Management Cost of
financial method management
implications 9
The Company is
continuing to
review and
evaluate
Notyet ~ avallable options oy g
quantified 9 quantified

avoiding,
offsetting or
sequestering its
greenhouse gas
emissions.



Risk driver

Description Potential impact Timeframe

undergo
construction or
modification may
have to install
best available
control technology
to control
greenhouse gas
emissions.
Although these
rules currently do
not have a
material impact on
the Company's
existing facilities,
they ultimately
could result in
significant
changes to the
Company's
operations,
significant capital
expenditures by
the Company, and
a significant
increase in the
Company's cost of
conducting
business. In
January 2014, the
EPA issued new
proposed New
Source
Performance
Standards that

specify

Direct/
Indirect

Likelihood

Magnitude
of impact

Estimated
financial
implications

Management
method

Cost of
management



Risk driver

Description

permissible levels
of greenhouse
gas emissions
from newly-
constructed fossil
fuel-fired electric
generating units.
The proposed
New Source
Performance
Standards sets
separate
standards for
natural gas
combined cycle
units and coal-
fired generating
units. As directed
by President
Obama's June 25,
2013, Climate
Action Plan, the
EPA also
announced plans
to establish,
pursuant to
Section 111(d) of
the Clean Air Act,
carbon dioxide
emissions
standards for
existing fossil fuel
fired electric
generating units.
EPA plans to
publish the

Potential impact

Timeframe

Direct/
Indirect

Likelihood

Magnitude
of impact

Estimated
financial
implications

Management
method

Cost of
management



Risk driver

General
environmental
regulations,
including
planning

Description

proposed
standards for
existing units by
June 1, 2014, and
finalize those
guidelines by
June 1, 2015.
States must then
submit their
individual plans
for reducing
power plants’
greenhouse gas
emissions to EPA
by June 30, 2016.

Following from the
Supreme Court's
interpretation of
the Clean Air Act's
applicability to
greenhouse gases
in Massachusetts
v. EPA, the EPA
has proposed
regulations for
new power plants.
In 2010, the EPA
also issued a final
rule that makes

- certain existing

sources subject to
permitting
requirements for
greenhouse gas
emissions. This

Potential impact

Reduction/disruption

in production
capacity

Timeframe

Unknown

Direct/
Indirect

Direct

Likelihood

About as
likely as
not

Magnitude
of impact

Unknown

Estimated
financial
implications

Not yet
quantified

Management
method

The Company is
continuing to
review and
evaluate
available options
for reducing,
avoiding,
offsetting or
sequestering its
greenhouse gas
emissions.

Cost of
management

Not yet
quantified



Risk driver Description

rule requires
sources that emit
greater than
100,000 tons per
year of
greenhouse gases
to obtain a permit
for those
emissions, even if
they are not
otherwise required
to obtain a new or
modified permit.
Such sources that
undergo
construction or
modification may
have to install
best available
control technology
to control
greenhouse gas
emissions.
Although these
rules currently do
not have a
material impact on
the Company's
existing facilities,
they ultimately
could result in
significant
changes to the
Company's
operations,
significant capital

Direct/

Timeframe Indirect

Potential impact

Likelihood

Magnitude
of impact

Estimated
financial
implications

Management
method

Cost of
management



Risk driver

Description Potential impact  Timeframe

expenditures by
the Company, and
a significant
increase in the
Company's cost of
conducting
business. In
January 2014, the
EPA issued new
proposed New
Source
Performance
Standards that
specify
permissible levels
of greenhouse
gas emissions
from newly-
constructed fossil
fuel-fired electric
generating units.
The proposed
New Source
Performance
Standards sets
separate
standards for
natural gas
combined cycle
units and coal-
fired generating
units. As directed
by President
Obama's June 25,
2013, Climate
Action Plan, the

Direct/
Indirect

Likelihood

Magnitude
of impact

Estimated
financial
implications

Management
method

Cost of
management



CC5.1b

Risk driver

Description Potential impact Timeframe

EPA also
announced plans
to establish,
pursuant to
Section 111(d) of
the Clean Air Act,
carbon dioxide
emissions
standards for
existing fossil fuel
fired electric
generating units.
EPA plans to
publish the
proposed
standards for
existing units by
June 1, 2014, and
finalize those
guidelines by
June 1, 2015.
States must then
submit their
individual plans
for reducing
power plants'
greenhouse gas
emissions to EPA
by June 30, 2016.

Direct/
Indirect

Likelihood

Please describe your risks that are driven by change in physical climate parameters

Magnitude
of impact

Estimated
financial
implications

Management
method

Cost of
management



Direct/

. . . . - g . Magnitude -
Risk driver Description Potential impact Timeframe Indirect Likelihood of impact Eﬁsr:::if:fi Management Cost of
implications method management
Weather
conditions directly
influence the
demand for
electric power and
seasonal
temperature
variations may
adversely affect
our consolidated
financial position,
results of
operations and
cash flows. In OG&E prepares
OG&E's service for times of heavy
area, demand for demand and strain
. ks on equipment
Change in gz:;’r?r pea : : : .
g the hot Reduction/disruption . through its
?:/::age) summer months, in production Unknown zré?iléitt;)t Unknown Unknown g:;riltei}t%e d corpprehensive gﬁ;gﬁe d
temperature with market prices capacity maintenance

also typically
peaking at that
time. As a result,
overall operating
results may
fluctuate on a
seasonal and
quarterly basis. If
climate change
results in
temperature
increases in
OGA&E's service
territory, OG&E
could expect
increased
electricity demand

strategy and
extensive
integrated
resource planning.



Risk driver

Change in
precipitation
extremes
and
droughts

Description

due to the
increase in
temperature and
longer warm
seasons. While
this increase in
demand could
lead to increased
energy
consumption, it
could also create
a physical strain
on OG&E'’s
generating
resources. In
addition, we have
historically sold
less power, and
consequently
received less
revenue, when
weather
conditions are
milder. Unusually
mild weather in
the future could
reduce our
revenues, net
income, available
cash and
borrowing ability.
Physical risks to
OG&E from
climate change
could include
changes in

Potential impact

Reduction/disruption
in production
capacity

Timeframe

Unknown

Direct/

Indirect Likelihood

Indirect
(Client)

Unknown

Magnitude
of impact

Unknown

Estimated
financial
implications

Not yet
quantified

Management
method

OG&E maintains
best management
practices for its
cooling water
intake structures,

Cost of
management

Not yet
quantified



Direct/

Risk driver  Description Potential impact  Timeframe Indirect Likelihood M;?ﬂ':g:gte Bimne Lo .
financial
method management
weather and carefully
conditions such as manages the
prolonged make-up water for
droughts. OG&E its cooling towers
could face by cycling the
restrictions on its water in the towers
ability to meet as long as
demand if, due to possible without
drought severity, creating
there is a lack of maintenance
sufficient water for issues. In
use in cooling addition, two of
during the OG&E's
electricity generating
generating facilities utilize
process. If severe gray water from
droughts were to the local municipal
occur it may water treatment
adversely affect plants. OG&E also
our consolidated carefully maintains
financial position, its water use
results of permits and is
operations and currently
cash flows. evaluating options
for enhanced
handling of river
water used for
reservoir make-up
at one facility.
Physical risks to OG&E has a
OG&E from dedicated Incident
climate change Command System
ir;ow e could include :)npc:;}s::al o8t Direct Unknown Unknown g:;:t?ée d (ICS) process in gﬁ;gt?fte d
changes in place to address
weather severe weather

conditions, such events. The ICS is



Risk driver

Other
physical
climate

Description

as an increase in
extreme weather
events. OG&E's
power delivery
systems are
vulnerable to
damage from
extreme weather
events, such as
ice storms. Severe
ice storms may
cause outages
and property
damage which
may require us to
incur additional
costs that are
generally not
insured and that
may not be
recoverable from
customers. The
effect of the failure
of our facilities to
operate as
planned would be
particularly
burdensome
during a peak
demand period.

Physical risks to
OG&E from
climate change

Potential impact

Increased
operational cost

Timeframe

Unknown

Direct/

Indirect Likelihood

Direct

Unknown

Magnitude
of impact

Unknown

Estimated
financial
implications

Not yet
quantified

Cost of
management

Management
method

routinely improved
upon based on our
experience from
previous disasters
and it is also
periodically
audited by outside
consultants to help
continuously
improve the
process. The
Edison Electric
Institute (EEI)
recently awarded
OG&E an
Emergency
Response Award
for recovery efforts
following the
storms, tornadoes
and flooding that
occurred across
the OGE system in
May, 2013. This is
the fifth time
OG&E has
received national
recognition for its
outstanding efforts
to restore electric
power interrupted
by extreme
weather events.
OG&E has a
dedicated Incident
Command System

Not yet
quantified



Risk driver

drivers

Description

could include
changes in
weather
conditions, such
as extreme
weather events.
OG&E'’s power
delivery systems
are vulnerable to
damage from
extreme weather
events, such as
tornadoes and
severe
thunderstorms.
These types of
extreme weather
events are
common on
OG&E's system,
so OG&E includes
storm restoration
in its budgeting
process as a
normal business
expense. To the
extent the
frequency or
intensity of
extreme weather
events increases,
this could increase
OG&E'’s cost of
providing service.
OGA&E's electric
generating
facilities are

Potential impact

Timeframe

Direct/
Indirect Likelihood

Magnitude
of impact

Estimated
financial
implications

Management
method

(ICS) process in
place to address
severe weather
events. The ICS is
routinely improved
upon based on our
experience from
previous disasters
and it is also
periodically
audited by outside
consultants to help
continuously
improve the
process. The
Edison Electric
Institute (EEI)
recently awarded
OG&E an
Emergency
Response Award
for recovery efforts
following the
storms, tornadoes
and flooding that
occurred across
the OGE system in
May, 2013. This is
the fifth time
OG&E has
received national
recognition for its
outstanding efforts
to restore electric
power interrupted
by extreme
weather events.

Cost of
management



Direct/

: - - o : - G Magnitude .
Risk driver Description Potential impact Timeframe Indirect Likelihood of Iibact Ef,s,::?‘zf:f e S
implications method management
designed to

withstand the
effects of extreme
weather events,
however, extreme
weather
conditions
increase the
stress placed on
such systems.
Severe weather,
such as tornadoes
and
thunderstorms
may cause
outages and
property damage
which may require
us to incur
additional costs
that are generally
not insured and
that may not be
recoverable from
customers. The
effect of the failure
of our facilities to
operate as
planned would be
particularly
burdensome
during a peak
demand period.

CC5.1c



Please describe your risks that are driven by changes in other climate-related developments

Risk driver

Fluctuating
socio-
economic
conditions

Description

Climate change creates
financial risk. Potential
regulation associated with
climate change legislation
could pose financial risks to
the Company. In addition, to
the extent that any climate
change adversely affects the
national or regional
economic health through
increased rates caused by
the inclusion of additional
regulatory imposed costs
(carbon dioxide taxes or
costs associated with
additional regulatory
requirements), the Company
may be adversely impacted.
A declining economy could
adversely impact the overall
financial health of the
Company because of lack of
load growth and decreased
sales opportunities. Our
operations are affected by
local, national and worldwide
economic conditions. The
consequences of a
prolonged recession could
include a lower level of
economic activity and
uncertainty regarding energy
prices and the capital and
commodity markets. A lower
level of economic activity

. Direct/
Potential . 2 -
impact Timeframe Indirect Likelihood
Reduced
demand for Unknown Direct

goods/services

Unknown

Magnitude
of impact

Unknown

Estimated
Financial
Implications

Not yet
quantified

Management
method

Cost of
management

Not yet
quantified



Direct/

. : = Potential ; : H Magnitude :
Risk driver Description impact Timeframe Indirect Likelihood of impact ?:tlmat'e? Management Coil of
lm:)rl‘iacg:i?ns method management
\
|
could result in a decline in
energy consumption, which
‘ could adversely affect our
3 revenues and future growth.
i To the extent financial
\ markets view climate change
and emissions of
greenhouse gases as a
Other financial risk, this could Increased Unknown Direct nknown Unknowh Not yet Not yet
drivers negatively affect our ability capital cost quantified quantified

to access capital markets or
cause us to receive less
than ideal terms and
conditions.

CC5.1d

Please explain why you do not consider your company to be exposed to risks driven by changes in regulation that have the potential to generate a
substantive change in your business operations, revenue or expenditure

‘ CCo.1e

Please explain why you do not consider your company to be exposed to risks driven by physical climate parameters that have the potential to generate a
substantive change in your business operations, revenue or expenditure




Please explain why you do not consider your company to be exposed to risks driven by changes in other climate-related developments that have the
potential to generate a substantive change in your business operations, revenue or expenditure

Further Information

Page: CC6. Climate Change Opportunities

CC6.1

Have you identified any climate change opportunities that have the potential to generate a substantive change in your business operations, revenue or
expenditure? Tick all that apply

Opportunities driven by changes in regulation

Opportunities driven by changes in physical climate parameters
Opportunities driven by changes in other climate-related developments

CCé6.1a

Please describe your opportunities that are driven by changes in regulation

Opportunity - Potential - : : o Magnitude :
: Description . Timeframe Direct/Indirect Likelihood > Estimated
driver impact of impact financial Management method Cost of
e management
implications
Other OG&E's retail Increase Biroct Unknown Unknown Not yet OGA&E continues to Not yet

regulatory electric tariffs in capital quantified review and evaluate quantified



Opportunity
driver

drivers

Description

are regulated
by state Public
Service
Regulatory
Agencies:
Arkansas
Public Service
Commission
(APSC) and
Oklahoma
Corporation
Commission
(OCC).

Potential
impact

availability

Timeframe Direct/Indirect Likelihood

Magnitude
of impact

Estimated
financial
implications

Cost of

Management method management

available options for
reducing, avoiding,
offsetting or
sequestering its
greenhouse gas
emissions. OG&E
expects to maintain a
diverse generation
portfolio while
remaining
environmentally
responsible and seeks
to utilize renewable
energy sources that do
not emit greenhouse
gases. OG&E's service
territory is in central
Oklahoma and borders
one of the nation's best
wind resource areas.
OG&E has leveraged
its advantageous
geographic position to
develop renewable
energy resources and
transmission to deliver
the renewable energy.
The Southwest Power
Pool (SPP) has begun
to authorize the
construction of
transmission lines
capable of bringing
renewable energy out
of the wind resource
area in western
Oklahoma, the Texas



e po_rtunlty Description Patential Timeframe Direct/Indirect Likelihood Magnltude Estimated
siriver Impact of impact financial Management method Cost of
implications mandgement

Panhandle and western
Kansas to load centers
by planning for more
transmission to be built
in these areas. In
addition to significantly
increasing overall
system reliability, these
new transmission
resources should
provide greater access
to additional wind
resources that are
currently constrained
due to existing
transmission delivery
limitations. In an effort
to encourage more
efficient use of
electricity, OG&E is
also providing energy
management solutions
to its customers
through the Smart Grid
program that utilizes
newer technology to
improve operational
and environmental
performance as well as
allow customers to
monitor and manage
their energy usage.

CC6.1b



Please describe the opportunities that are driven by changes in physical climate parameters

Opportunity g Lo - Direct/ oo Magnitude -
i Description  Potential impact Timeframe il ot Likelihood of impact Eﬁs:xz::ld en e Coitof
e g management
implications

Weather conditions
directly influence the
demand for electric
power. If average
temperatures rise or if
; changes in extreme
Change in Increased {emperatures ocour,

mean Temperature  demand for ; Not yet L Not yet
(average) increases existing Rirect Lnknowr Laknown quantified gg‘z‘:szr}gcéﬁ):é?&i; quantified

temperature products/services sales. This likely will

involve investment in
more generating
assets, transmission
and other infrastructure
to serve increased load.

Weather conditions
directly influence the
demand for electric
power. If warm
noronen temperature seasons
Change in the numbor of Increased beqome Ionge(, OG&E
temperature  extreme demand for Bitoct Hnknovwn dinknown Not yet anticipates an increase  Not yet
existing quantified in electricity sales. This  quantified
extremes temperature : : o
days products/services !lkely will myolve
investment in more
generating assets,
transmission and other
infrastructure to serve
increased load.

CC6.1c



Please describe the opportunities that are driven by changes in other climate-related developments

Opportunity -
di Description
Provide
customers
. services and
Changing tools to
consumer promote
behaviour energy
efficiency and
conservation

Potential impact

New
products/business
services

Timeframe

Unknown

Direct/
Indirect

Indirect
(Client)

Likelihood

Virtually
certain

Magnitude
of impact

High

Estimated
financial
implications

Not yet
quantified

Management method

OG&E is committed to
reliably meet the growth
in energy demand and
protect customers
against the volatile
prices in commodities.
At OG&E, we have
maintained a diverse
generation mix,
balancing our
commitment to
renewable energy with
our commitment to
provide our customers
reasonable priced
electricity. Concerns of
GHG emissions from
fossil fuel generation
necessitate OG&E's
careful examination of
additional fossil-fueled
generation. Programs to
defer the need for
additional generation
and to grow OG&E's
renewable resources
will play an important
role for OG&E going
forward. OG&E already
has begun to lay the
foundation of its plan to
defer the need for
additional generation.
OG&E has implemented
a comprehensive

Cost of
management

Not yet
quantified



Op[;cr)ir‘:::ny Description Timeframe IEL'}?,:gt Likelihood %??;'t::te Estimated
Potential impact P financial
implications

Management method

Demand Program
designed to promote
energy efficiency and
conservation. OG&E is
using and will continue
to use smart grid
technology to improve
energy utilization.
Another key element to
OG&E's reducing its
reliance on fossil-fuel
generation is the
development of OG&E's
renewable portfolio.
OG&E is committed to
bringing clean wind
power to its customers
and needed revenue to
rural areas of
Oklahoma. OG&E has
made tremendous
strides toward
increasing the amount
of wind generation on
its system and is
leading the effort to
build out the
transmission resources
in order to improve
reliability of the system
while also providing
access to wind power.
OG&E is also pursuing
additional transmission-
related opportunities
with the SPP.

Cost of
management



Opportunity
driver

Carbon
Other drivers  Capture

Technology

Oklahoma
House Bill
1910, pre-

Other drivers
approval
process

Description

Potential impact

Investment
opportunities

Increase in capital
availability

Timeframe

Unknown

Unknown

Direct/
Indirect

Direct

Direct

Likelihood

Unknown

Unknown

Magnitude
of impact

Unknown

Unknown

Estimated
financial
implications

Not yet
quantified

Not yet
quantified

Management method

The Company is
continuing to review
and evaluate available
options for reducing,
avoiding, offsetting or
sequestering its
greenhouse gas
emissions.

OG&E has utilized and
expects to continue to
utilize the pre-approval
process established in
Oklahoma House
Bill1910 to seek
certainty regarding
regulatory treatment
before embarking on
significant capital
projects. House
Bill1910 provides that
electric utilities: (i) be
granted the certainty of
knowing that costs of
transmission upgrades
assigned by a regional
transmission
organization ("RTO")
will be recoverable, (ii)
be granted the certainty
of knowing that costs for
a pre-approved plan to
handle state and
federally mandated
environmental upgrades
will be recoverable; and
(iii) be able to seek pre-

Cost of
management

Not yet
quantified

Not yet
quantified



Opportunity o : Direct/ o Magnitude .
deiver ol Potential impact o Indirect i ol mpact Et"lsr:::‘::t:;j Management method Cast.of
- implications g management

approval for generation
construction projects.
OG&E expects that
environmental capital
expenditures necessary
to comply with the
environmental laws and
regulations will qualify
as part of a pre-
approval plan to handle
state and Federally
mandated
environmental upgrades
which will be
recoverable in
Oklahoma from OG&E's
retail customers under
House Bill 1910.

CCe.1d

Please explain why you do not consider your company to be exposed to opportunities driven by changes in regulation that have the potential to
generate a substantive change in your business operations, revenue or expenditure

CCé.1e

Please explain why you do not consider your company to be exposed to opportunities driven by physical climate parameters that have the potential to
generate a substantive change in your business operations, revenue or expenditure



CCe.1f

Please explain why you do not consider your company to be exposed to opportunities driven by changes in other climate-related developments that

have the potential to generate a substantive change in your business operations, revenue or expenditure

Further Information
Module: GHG Emissions Accounting, Energy and Fuel Use, and Trading
Page: CC7. Emissions Methodology

CC71

Please provide your base year and base year emissions (Scopes 1 and 2)

Scope 1 Base year emissions Scope 2 Base year emissions

Base year (metric tonnes CO2e) (metric tonnes CO2e)

CC7.2



Please give the name of the standard, protocol or methodology you have used to collect activity data and calculate Scope 1 and Scope 2 emissions

Please select the published methodologies that you use

The Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard (Revised Edition)
The Climate Registry: General Reporting Protocol

IPCC Guidelines for National Greenhouse Gas Inventories, 2006

US EPA Climate Leaders: Indirect Emissions from Purchases/Sales of Electricity and Steam

US EPA Mandatory Greenhouse Gas Reporting Rule

Other

CC7.2a

If you have selected "Other" in CC7.2 please provide details of the standard, protocol or methodology you have used to collect activity data and
calculate Scope 1 and Scope 2 emissions

American Petroleum Institute, 2001; Compendium of Greenhouse Gas Emissions Estimation Methodologies for the Oil and Gas Industry

CC7.3

Please give the source for the global warming potentials you have used

Gas Reference
CH4 IPCC Second Assessment Report (SAR - 100 year)
N20 IPCC Second Assessment Report (SAR - 100 year)

SF6 IPCC Second Assessment Report (SAR - 100 year)



CC7.4

Gas Reference

HFCs IPCC Second Assessment Report (SAR - 100 year)

Please give the emissions factors you have applied and their origin; alternatively, please attach an Excel spreadsheet with this data at the bottom of this
page

Emission

Fuel/Material/Energy Factor Unit Reference
93% or more of the Company's GHG emissions are from electric generation facilities. To comply with the
IbCO2 U.S.EPA's Title IV Acid Rain program, these generating facilities are equipped with EPA certified Continuous
Other: per Emissions Monitoring System (CEMS). There are numerous requirements and processes in place to ensure the

MWh accuracy of the stack gas measurements and the data collection and reporting. The remainder of emissions are
calculated using accepted protocols even though they are somewhat de minimis in comparison.

Further Information

Page:

CC8.1

The Company applied the default emission factors, fuel characteristics and other constants provided within or referenced by the WRI/WBCSD GHG Protocol and by
The Climate Registry's General Reporting Protocol, and in some cases EPA Climate Leaders and the IPCC. The Company uses an in-house calculation tool
developed by Science Applications International Corporation.

CC8. Emissions Data - (1 Jan 2013 - 31 Dec 2013)

Please select the boundary you are using for your Scope 1 and 2 greenhouse gas inventory



Operational control

CC8.2

Please provide your gross global Scope 1 emissions figures in metric tonnes CO2e

20630659

CC8.3

Please provide your gross global Scope 2 emissions figures in metric tonnes CO2e

706661

CcC8.4

Are there are any sources (e.g. facilities, specific GHGs, activities, geographies, etc.) of Scope 1 and Scope 2 emissions that are within your selected
reporting boundary which are not included in your disclosure?

Yes

CC8.4a

Please provide details of the sources of Scope 1 and Scope 2 emissions that are within your selected reporting boundary which are not included in your
disclosure



Source

Emergency

Generators - LP relevant

Emergency
Generators -

. rel nt
Diesel glova

CC8.5

Relevance of
Scope 1 emissions
from this source

Emissions are not

Emissions are not

Relevance of Scope 2
emissions excluded
from this source

No emissions from this
source

No emissions from this
source

Explain why the source is excluded

Propane-fired emergency generators that primarily operate for readiness checks and
emergency use. Due to limited use these emission sources represent an insignificant
percentage of total scope 1 emissions reported above.

Diesel-fired emergency generators that primarily operate for readiness checks and
emergency use. Due to limited use these emission sources represent an insignificant
percentage of total scope 1 emissions reported above.

Please estimate the level of uncertainty of the total gross global Scope 1 and 2 emissions figures that you have supplied and specify the sources of
uncertainty in your data gathering, handling and calculations

Scope 1 Scope 1
emissions: emissions:
Uncertainty Main sources

range of uncertainty
Assumptions
Less than or Metering/
Measurement

0,
Equaliteie® Constraints

Scope 1 emissions: Please expand on the
uncertainty in your data

Any uncertainties represent a very small

percentage of the Company's GHG emissions.

This is due to the fact that approximately 90%
of the Company's total GHG emissions are
from the combustion of fossil fuels at electric
generation facilities. To comply with the
U.S.EPA's Title IV Acid Rain program, these
generating facilities are equipped with EPA
certified Continuous Emissions Monitoring
System (CEMS). There are numerous
requirements and processes in place to
ensure the accuracy of the stack gas

Scope 2
emissions:
Uncertainty

range

Less than or
equal to 2%

Scope 2
emissions:
Main
sources of
uncertainty

Assumptions
Extrapolation
Data

Management

Scope 2 emissions: Please expand on the
uncertainty in your data

Any uncertainties represent a very small
percentage of the Company's GHG emissions.
This is due to the fact that approximately 90%
of the Company's total GHG emissions are
from the combustion of fossil fuels at electric
generation facilities. To comply with the
U.S.EPA's Title IV Acid Rain program, these
generating facilities are equipped with EPA
certified Continuous Emissions Monitoring
System (CEMS). There are numerous
requirements and processes in place to
ensure the accuracy of the stack gas



Scope 2

Scope 1 Scope 1 .
emissions: emissions: Scope 1 emissions: Please expand on the elf\?:sﬁ:nzs- em:;::zns.
Uncertainty Main sources uncertainty in your data Uncertainty  sources of

range of uncertainty range uncertainty

measurements and the data collection and
reporting. Therefore, there is minimal
uncertainty associated with these emissions.
Any uncertainties considered here would be
associated with business support activities
such as motor vehicles, facility energy use,
refrigerant use, etc.

CCs8.6

Please indicate the verification/assurance status that applies to your reported Scope 1 emissions

No third party verification or assurance — regulatory CEMS required

CC8.6a

Scope 2 emissions: Please expand on the
uncertainty in your data

measurements and the data collection and
reporting. Therefore, there is minimal
uncertainty associated with these emissions.
Any uncertainties considered here would be
associated with assumptions and data
management of purchased electricity for OGE
facilities from other energy providers and
extrapolation of emissions due to line loss
from the transmission and delivery of power.

Please provide further details of the verification/assurance undertaken for your Scope 1 emissions, and attach the relevant statements



Proportion of reported Scope 1

Type of verification
Rasvant sanoard emissions verified (%)

or assurance Attach the statement Page/section reference

CC8.6b
Please provide further details of the regulatory regime to which you are complying that specifies the use of Continuous Emissions Monitoring Systems
(CEMS)
% B
Regulation % of zy;zzu:;:t:ﬁ‘vered Compliance period Evidence of submission
CFR40Part EZ 31 JDZ”CZZ?é' https://www.cdp.net/sites/2014/13/13813/Investor CDP 2014/Shared
75 Documents/Attachments/CC8.6b/EM_Feedback_Report.zip

CccCs8.7

Please indicate the verification/assurance status that applies to your reported Scope 2 emissions

No third party verification or assurance

CC8.7a

Please provide further details of the verification/assurance undertaken for your Scope 2 emissions, and attach the relevant statements



\ Type of verification or

Seclrance Page/Section reference Relevant standard Proportion of Scope 2

Attach the statement emissions verified (%)

ccs.8

Please identify if any data points other than emissions figures have been verified as part of the third party verification work undertaken

Additional data points verified Comment

No additional data verified

CC8.9
Are carbon dioxide emissions from biologically sequestered carbon relevant to your organization?

Yes

CC8.9a

Please provide the emissions from biologically sequestered carbon relevant to your organization in metric tonnes CO2

65.75

Further Information




Response to question CC8.9 is estimated based upon the use of biodiesel in mobile fleet.
Page: CC9. Scope 1 Emissions Breakdown - (1 Jan 2013 - 31 Dec 2013)

CC91

Do you have Scope 1 emissions sources in more than one country?

No

CCY.1a

Please break down your total gross global Scope 1 emissions by country/region

Country/Region Scope 1 metric tonnes CO2e

CC9.2

Please indicate which other Scope 1 emissions breakdowns you are able to provide (tick all that apply)

By business division
By GHG type
By activity

CC9.2a




Please break down your total gross global Scope 1 emissions by business division

Business division Scope 1 emissions (metric tonnes CO2e)
Oklahoma Gas and Electric Co. 19098993
Enogex LLC 1531666

CC38.2b

Please break down your total gross global Scope 1 emissions by facility

Facility Scope 1 emissions (metric tonnes CO2¢)
Latitude

CC9.2¢

Please break down your total gross global Scope 1 emissions by GHG type

GHG type Scope 1 emissions (metric tonnes CO2e)
Co2 19899362
CH4 639403
N20 60166
HFCs 2426

SF6 29302

Longitude



CC9.2d

Please break down your total gross global Scope 1 emissions by activity

Scope 1 emissions (metric tonnes CO2e)

Activity
Stationary Combustion 19054103
Natural Gas Processing 1521169
Mobile Sources 23658
SF6 from Electrical Equipment 29302
Refrigerant Use 2426

,C9.2e

Please break down your total gross global Scope 1 emissions by legal structure

Legal structure Scope 1 emissions (metric tonnes CO2e)

Further Information

Page: CC10. Scope 2 Emissions Breakdown - (1 Jan 2013 - 31 Dec 2013)

CcC10.1

Do you have Scope 2 emissions sources in more than one country?



No

CC10.1a

Please break down your total gross global Scope 2 emissions and energy consumption by country/region

Country/Region Scope 2 metric tonnes CO2e Purchased and consumed Purchased and consumed low carbon electricity,

gl ity he(aﬁt’iéthe)am oF coniling heat, steam or cooling accounted for CC8.3 (MWh)

CC10.2

Please indicate which other Scope 2 emissions breakdowns you are able to provide (tick all that apply)

By business division
By activity

CC10.2a

Please break down your total gross global Scope 2 emissions by business division

Business division Scope 2 emissions (metric tonnes CO2¢)

Oklahoma Gas and Electric Co. 246334



Business division Scope 2 emissions (metric tonnes CO2e¢)

Enogex LLC 460327

CC10.2b

Please break down your total gross global Scope 2 emissions by facility

Facility Scope 2 emissions (metric tonnes CO2e)

CC10.2¢

Please break down your total gross global Scope 2 emissions by activity

Activity Scope 2 emissions (metric tonnes CO2e)

Purchased Electricity 706661

cc1i0.2d

Please break down your total gross global Scope 2 emissions by legal structure

Legal structure Scope 2 emissions (metric tonnes CO2e)



‘ Further Information
Page: CC11. Energy

CC11.1

What percentage of your total operational spend in the reporting year was on energy?

More than 30% but less than or equal to 35%

CC11.2

Please state how much fuel, electricity, heat, steam, and cooling in MWh your organization has purchased and consumed during the reporting year

Energy type MWh
}
1
Fuel 71433170
Electricity 574823
Heat 0
Steam 0
Cooling 0

CC11.3

Please complete the table by breaking down the total "Fuel” figure entered above by fuel type

Fuels MWh




Fuels MWh

Sub bituminous coal 39557626

Natural gas 31759289

Distillate fuel oil No 2 55182

Biodiesels 257

Motor gasoline 60816
CC11.4

Please provide details of the electricity, heat, steam or cooling amounts that were accounted at a low carbon emission factor in the Scope 2 figure
reported in CC8.3

MWh associated with low carbon

electricity, heat, steam or cooling Comment

Basis for applying a low carbon emission factor

No purchases or generation of low carbon electricity, heat, steam or cooling accounted with 0
a low carbon emissions factor

Further Information
Page: CC12. Emissions Performance

cC12.1

How do your gross global emissions (Scope 1 and 2 combined) for the reporting year compare to the previous year?

Decreased

CC12.1a



Please identify the reasons for any change in your gross global emissions (Scope 1 and 2 combined) and for each of them specify how your emissions
compare to the previous year

Reason Emissions value (percentage) Direction of change Comment

Emissions reduction activities
Divestment

Acquisitions

Mergers

Change in methodology
Change in boundary

Change in physical operating
conditions

Unidentified

Other

cC12.2

Please describe your gross global combined Scope 1 and 2 emissions for the reporting year in metric tonnes CO2e per unit currency total revenue

; . . . % change from Direction of change
Intensity figure Metric numerator Metric denominator previous year from previous year Reason for change
.0074 metric tonnes CO2e unit total revenue 15.32 Increase Decreased Revenue

CccC12.3



Please describe your gross global combined Scope 1 and 2 emissions for the reporting year in metric tonnes CO2e per full time equivalent (FTE)

employee
Intensity Metric Metric % change from wilpeton of
figure numerator denominator revious year ghangs from Reason for change
9 P y previous year
metric tonnes Slight decrease in absolute emissions from electric generating
el CO2e IS smpioyeo f162 Recmase operations and a slight increase in the number of FTEs.
CcC12.4

Please provide an additional intensity (normalized) metric that is appropriate to your business operations

% change

Intensity Metric Metric from ;?r::::t;of:oo;:\ S aon ol oo
figure numerator denominator previous ng g
year previous year
metric tonnes megawatt hour Decrease in emissions from electric generation may be attributable to an
BUELE CO2e (MWh) S L increase in wind generation during 2013.
Other: MMSCF Increase in emissions from natural gas processing operations may be
4.219 natural gas 8.35 inerezss attributable to a slight increase in process emissions, a slight increase in

purchased electricity (scope 2 emissions) and a slight increase in vehicle

processed S
emissions.

Further Information

Page: CC13. Emissions Trading



CC13.1

Do you participate in any emissions trading schemes?

No, and we do not currently anticipate doing so in the next 2 years

CC13.1a

Please complete the following table for each of the emission trading schemes in which you participate

b for winich Allowances allocated Allowances purchased Madfind e stans I

data is supplied metric toannes COZe Details of ownership

Scheme name

CC13.1b

What is your strategy for complying with the schemes in which you participate or anticipate participating?

CC13.2

Has your organization originated any project-based carbon credits or purchased any within the reporting period?

No

CC13.2a

Please provide details on the project-based carbon credits originated or purchased by your organization in the reporting period



Number of credits
{metric tonnes
CO2e): Risk adjusted
volume

Credit Number of
origination Project Project Verified to which credits (metric
or credit type identification standard tonnes of

purchase CO2e)

Credits Purpose, €.9.
cancelled compliance

Further Information

Page: CC14. Scope 3 Emissions

CC14.1

Please account for your organization’s Scope 3 emissions, disclosing and explaining any exclusions

Sources of Scope 3 emissions

Purchased goods and services

Capital goods

Fuel-and-energy-related activities (not included in
Scope 1 or 2)

Upstream transportation and distribution
Waste generated in operations

Business travel

Employee commuting

Upstream leased assets

Downstream transportation and distribution
Processing of sold products

Use of sold products

End of life treatment of sold products

Evaluation status

Not evaluated
Not evaluated

Not evaluated

Not evaluated
Not evaluated
Not evaluated
Not evaluated
Not evaluated
Not evaluated
Not evaluated
Not evaluated
Not evaluated

metric tonnes
CO2e

Emissions
calculation
methodology

Percentage of

emissions calculated
using primary data

Explanation



- Emissions
metric tonnes s

Sources of Scope 3 emissions CO2e calculation .Pe'rcentage of
Evaluation status methodology emissions calculated
using primary data
Downstream leased assets Not evaluated
Franchises Not evaluated
Investments Not evaluated
Other (upstream) Not evaluated
Other (downstream) Not evaluated

CC14.2

Please indicate the verification/assurance status that applies to your reported Scope 3 emissions

No emissions data provided

CC14.2a

Please provide further details of the verification/assurance undertaken, and attach the relevant statements

Type of verification
or assurance

Attach the statement Relevant standard
Page/Section reference

CC14.3

Are you able to compare your Scope 3 emissions for the reporting year with those for the previous year for any sources?

Explanation

Proportion of Scope 3
emissions verified {%)



No, we don'’t have any emissions data

CC14.3a

Please identify the reasons for any change in your Scope 3 emissions and for each of them specify how your emissions compare to the previous year

Sources of Scope 3 Emissions value

amisainie Reason for change (percentage) Direction of change Comment

CC14.4

Do you engage with any of the elements of your value chain on GHG emissions and climate change strategies? (Tick all that apply)

Yes, our suppliers

CC14.4a

Please give details of methods of engagement, your strategy for prioritizing engagements and measures of success

The Company is a member of the Electric Utility Industry Sustainable Supply Chain Alliance. The Alliance’s goal is to work with industry suppliers and other
interested parties to improve environmental performance and advance sustainable business practices.

CC14.4b



To give a sense of scale of this engagement, please give the number of suppliers with whom you are engaging and the proportion of your total spend
that they represent

Number of suppliers % of total spend Comment

4 7% Percent of total spend is an estimate.

CC14.4c
If you have data on your suppliers’ GHG emissions and climate change strategies, please explain how you make use of that data

How you make use of the

data Please give details

Use in supplier scorecards  OG&E's Supply Chain is in the early stages of evaluating environmental performance in supplier scorecards.
Identifying GHG sources to  Through its membership in the Electric Utility Industry Sustainable Supply Chain Alliance, OG&E has access to Life Cycle

prioritize for reduction Analyses reports for some of the industries major materials such as wood poles, transformers and cable. The reports have
actions identified environmental impact reduction opportunities to approach suppliers about adopting.
CC14.4d

Please explain why you do not engage with any elements of your value chain on GHG emissions and climate change strategies, and any plans you have
to develop an engagement strategy in the future

Further Information
Module: Sign Off

Page: CC15. Sign Off

CC15.1



Please provide the following information for the person that has signed off (approved) your CDP climate change response
Name Job title Corresponding job category

Usha M. Turner Director, Corporate Environmental OGE Energy Corp. Other: Environmental Director

Further Information
Module: Electric utilities
Page: EUQ. Reference Dates

EU0.1

Reference dates

Please enter the dates for the periods for which you will be providing data. The years given as column headings in subsequent tables correspond to the "year
ending" dates selected below. It is requested that you report emissions for: (i) the current reporting year; (ii) one other year of historical data (i.e. before the current
reporting year); and, (iii) one year of forecasted data (beyond 2018 if possible).

Year ending Date range

Tue 01 Jan 2013 - Tue
2013 31 Dec 2013

Further Information

Page: EU1. Global Totals by Year



EU1.1

In each column, please give a total figure for all the countries for which you will be providing data for the "year ending" periods that you selected in
answer to EU0.1

- - . Absolute emissions Emission intensity (metric
Year ending Nameplate capacity (MW) Production (GWh) (metric tonnes CO2e) forines COZe/I{l\SVh)
2013 8152 25558 19055495 0.75

Further Information

Page: EU2. Individual Country Profiles - United States of America

EU2.1

Please select the energy sources/fuels that you use to generate electricity in this country
Coal - hard
Oil & gas (excluding CCGT)

CCGT
Other renewables

EU2.1a

Coal - hard

Please complete the following table for the "year ending" periods that you selected in answer to EU0.1



Absolute emissions

Year ending Nameplate capacity (MW) Production (GWh) (metric tonnes CO2e)
2013 2855 13708 12930088
EU2.1b
Lignite

Please complete the following table for the "year ending” periods that you selected in answer to EU0.1

Absolute emissions

Year ending Nameplate capacity (MW) Production (GWh) (metric tonnes CO2e)

EU2.1¢c

Oil & gas (excluding CCGT)

Please complete the following table for the "year ending" periods that you selected in answer to EU0.1

Absolute emissions

Year ending Nameplate capacity (MW) Production (GWh) (metric tonnes CO2e)

2013 3312 4610 2799248

Emissions intensity (metric
tonnes CO2e/MWh)

0.94

Emissions intensity (metric
tonnes CO2e¢/MWhj)

Emissions intensity (metric
tonnes CO2e/MWh)

0.61



EU2.1d

CCGT

Please complete the following table for the "year ending" periods that you selected in answer to EUO.1

Absolute emissions

Year ending Nameplate capacity (MW) Production (GWh) (metric tonnes CO2e)
2013 1985 7240 3326159
EU2.1e
Nuclear

Please complete the following table for the "year ending” periods that you selected in answer to EU0.1

Year ending Nameplate capacity (MW) Production (GWh)

EU2 1f

Waste

Please complete the following table for the "year ending” periods that you selected in answer to EU0.1

Emissions intensity (metric

0.46

tonnes CO2e/MWh)



Absolute emissions

Year ending Nameplate capacity (MW) Production (GWh) (metric tonnes CO2e)

EU2.1g

Hydro

Please complete the following table for the "year ending” periods that you selected in answer to EU0.1

Year ending Nameplate capacity (MW) Production (GWh)

EU2.1h

Other renewables

Please complete the following table for the "year ending" periods that you selected in answer to EUO.1

Year ending Nameplate capacity (MW) Production (GWh)

2013 840 3042

EU2.1i

Emissions intensity {metric
tonnes CO2e/MWh)



Other

Please complete the following table for the "year ending" periods that you selected in answer to EU0.1

Absolute emissions

Year ending Nameplate capacity (MW) Production (GWh) (metric tonnes CO2e)

EU2.1j

Solid biomass

Please complete for the "year ending" periods that you selected in answer to EU0.1

Absolute emissions

Year ending Nameplate capacity (MW) Production (GWh) (metric tonnes CO2e)

EU2.1k

Total thermal including solid biomass

Please complete for the "year ending" periods that you selected in answer to EU0.1

Emissions intensity (metric
tonnes CO2e/MWh)

Emissions intensity (metric
tonnes CO2e/MWh)



Emissions intensity (metric

Absolute emissions tonnes CO2e/MWh)

Year ending Nameplate capacity (MW) Production (GWh) (metric tonnes CO2e)

EU2.1I

Total figures for this country
Please enter total figures for this country for the "year ending" periods that you selected in answer to EU0.1

- . Emissions intensity (metric
Absolute emissions (metric tonnes CO2e/MWh)

Year ending Nameplate capacity (MW) Production (GWh) tonnes in CO2e)

2013 8152 28600 19055495 0.67

Further Information
Page: EU3. Renewable Electricity Sourcing Regulations

EU3.1

In certain countries, e.qg. Italy, the UK, the USA, electricity suppliers are required by regulation to incorporate a certain amount of renewable electricity in
their energy mix. Is your organization subject to such regulatory requirements?

No

EU3.1a



Please provide the scheme name, the regulatory obligation in terms of the percentage of renewable electricity sourced (both current and future
obligations) and give your position in relation to meeting the required percentages

Date of future Position in relation to

- S o e
Scheme name Current % obligation Future % obligation obligation meeting obligations

Further Information

Oklahoma House Bill 3028 became effective in May 2010 and established an Oklahoma renewable portfolio standard with a state-wide goal of renewable energy
capacity (on an installed electric generation capacity basis) of 15 percent by year 2015. This renewable portfolio standard sets forth voluntary targets and is not a
regulatory requirement. Nonetheless, the Company continues to develop renewable energy resources and transmission lines to deliver the renewable energy.
OG&E's wind power portfolio, which now includes potential wind generation of up to of 840 MWs (including wind power purchase agreements), is approximately 12%
of the Company's generation capability.

Page: EU4. Renewable Electricity Development

EU4.1

Please give the contribution of renewable electricity to your organization's EBITDA (Earnings Before Interest, Tax, Depreciation and Amortization) in the
current reporting year in either monetary terms or as a percentage

Please give: Monetary figure % Comment

Renewable electricity's contribution to EBITDA 40000000

EU4.2



Please give the projected contribution of renewable electricity to your organization's EBITDA at a given point in the future in either monetary terms or as
a percentage

Please give: Monetary figure % Year ending Comment

Renewable electricity's contribution to EBITDA 35700000 2014

EU4.3

Please give the capital expenditure (capex) planned for the development of renewable electricity capacity in monetary terms and as a percentage of total
capex planned for power generation in the current capex plan

; . End year of
. 0,
Please give: Monetary figure %o capex plan Comment
Capex planned for renewable 0 0.00% 2013

electricity development

Further Information

CDP 2014 Investor CDP 2014 Information Request



