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 October 31, 2012  

VIA E-TARIFF 

Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, NE 
Washington, DC 20426 

Re: Oklahoma Gas and Electric Company, 
Docket No. ER13-     -000  

Dear Secretary Bose: 

Pursuant to Section 205 of the Federal Power Act (“FPA”),1 Part 35 of the regulations of 
the Federal Energy Regulatory Commission (“Commission”),2 and Commission Order No. 618,3 
Oklahoma Gas and Electric Company (“OG&E”) submits revised tariff sheets to update the 
depreciation rates contained in (1) its Open Access Transmission Tariff (“OATT”) and (2) the 
section of the Southwest Power Pool, Inc. (“SPP”) OATT applicable to transmission service 
within the OG&E pricing zone.  OG&E’s transmission rates and the SPP rates for transmission 
service within the OG&E zone are each calculated pursuant to a FERC-approved formula, which 
is on file as Attachment H to SPP’s OATT and as Attachment H to OG&E’s OATT (the 
“Formula Rate”).   

The revised tariff sheets implement revisions to the stated depreciation rates set out at 
Worksheet M of the Formula Rate in conformity with the updated depreciation rates recently 
approved by the Oklahoma Corporation Commission (“OCC”) in OG&E’s most recent retail rate 
case.  If accepted for filing, these revised tariff sheets will result in a reduction in the 
depreciation expenses charged to customers in accordance with the Formula Rate.  OG&E 
respectfully requests that the Commission accept the revised tariff sheets for filing without 
modification, suspension, or hearing and that the Commission waive the 60-day prior notice 
requirement to permit the tariff sheets to become effective August 2, 2012, which date 
corresponds to the effective date of the revised depreciation rates for accounting purposes.   

                                                 
1  16 U.S.C. § 824d (2006). 
2  18 C.F.R. Part 35 (2012). 
3  Depreciation Accounting, Order No. 618, FERC Stats. & Regs. ¶ 31,104 (2000).   
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Pursuant to the Formula Rate, this proceeding is limited in scope and concerns solely the 
proposed changes to the stated depreciation rates.  The Formula Rate Implementation Protocols 
contained in the OG&E and SPP OATT specifically authorize FPA Section 205 filings to revise 
the depreciation rates contained in the Formula Rate and expressly provide that such filings shall 
initiate a single-issue proceeding “in which the sole issue for examination shall be whether the 
proposed change is just and reasonable and not unduly discriminatory or preferential.”4  Further, 
OG&E submits the instant filing pursuant to the abbreviated filing requirements of Section 
35.13(a)(2)(iii) of the Commission’s regulations because the filing proposes to implement a rate 
decrease.5   

I. OKLAHOMA GAS AND ELECTRIC COMPANY 

OG&E is an Oklahoma corporation and a wholly-owned subsidiary of OGE Energy 
Corp.  OG&E is an electric public utility with plant, property, and other assets dedicated to the 
production, transmission, distribution, and sale of electric energy to wholesale and retail 
customers in Oklahoma and western Arkansas.  OG&E serves approximately 789,000 retail 
customers and sells electric power at wholesale to other electric utility companies, 
municipalities, rural electric cooperatives and other market participants.  OG&E owns and 
operates approximately 6,790 MWs of generation capacity comprised of natural gas, low-sulfur 
coal, and wind generation facilities and also purchases power from third parties for resale.  
OG&E’s transmission system includes approximately 4,537 miles of transmission lines and 58 
substations.   

OG&E is a member of SPP, which serves as the transmission provider for all new 
transmission transactions on the OG&E system.  SPP administers a regional OATT, which 
governs transmission service over the facilities of SPP’s member transmission owners within the 
SPP region.6  Each SPP member retains the unilateral right to make an FPA Section 205 filing to 
change that member’s rates or rate structure.7  Although all new transmission service requests on 
OG&E’s transmission facilities must be obtained through the SPP OATT, OG&E continues to 
serve a limited number of customers under existing long-term service agreements entered into 
under OG&E’s OATT.   

                                                 
4  OG&E OATT, Attachment H – Addendum 2-B, OG&E Formula Rate Implementation Protocols § 1.9; SPP 
OATT, Attachment H – Addendum 2-B, OG&E Formula Rate Implementation Protocols § 1.9. 
5  18 C.F.R. § 35.13(a)(2)(iii) (2012). 
6  See Southwest Power Pool, Inc., 82 FERC ¶ 61,267, at 62,049, on reh’g, 85 FERC ¶ 61,031 (1998). 
7  See Southwest Power Pool, Inc., 106 FERC ¶ 61,110, at P 95, on reh’g, 109 FERC ¶ 61,010 (2004). 
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II. COMMUNICATION 

Notices and correspondence concerning this filing should be addressed to:8  

James C. Beh 
Mosby G. Perrow* 
JONES DAY 
51 Louisiana Ave, NW 
Washington, DC  20001 
Phone: 202-879-3939 
Fax: 202-626-1700 
jcbeh@jonesday.com 
mgperrow@jonesday.com 
 
 
 
 
 
 
 
* For service. 

Kimber L. Shoop * 
Oklahoma Gas and Electric Company 
P.O. Box 321 
321 N. Harvey 
Oklahoma City, OK 73101 
Phone: 405-553-3023 
Fax: 405-553-3198 
shoopkl@oge.com 

David L. Kays * 
Oklahoma Gas and Electric Company 
P.O. Box 321 
321 N. Harvey 
Oklahoma City, OK 73101 
Phone: 405-553-3538 
Fax: 405-553-3198 
kaysdl@oge.com  
 

III. NATURE, REASONS AND BASIS FOR FILING 

A. Background 

On June 25, 2009, in Docket Nos. ER08-281-000 and -001, the Commission approved a 
Settlement Agreement which established OG&E’s Formula Rate.9  Pursuant to the Formula Rate, 
the rates for transmission are derived from OG&E’s books and records (principally its FERC 
Form No. 1), and reflect OG&E’s actual costs and expenses.  The Formula Rate is applicable to 
transmission service pursuant to the OG&E OATT and to transmission service provided by SPP 
within the OG&E pricing zone.   

The specific inputs to the Formula Rate and the calculation of the rates charged by 
OG&E and SPP for transmission service are set out in the Formula Rate.  The Formula Rate also 
includes certain fixed values, such as depreciation rates, which may be changed only in a FPA 

                                                 
8  OG&E respectfully requests waiver of the two-individual limitations in Rule 203 of Commission’s Rules of 
Practice and Procedure. 18 C.F.R. § 385.203(b)(3) (2012). 
9  Oklahoma Gas and Electric Company, 127 FERC ¶ 61,296 (2009).   
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section 205 or 206 case.  As explained in the Prepared Testimony of Greg Veitch, appended 
hereto as Exhibit No. OGE-1, the Formula Rate contains a Worksheet M, which specifies 
depreciation rates for various Transmission, General, and Intangible Plant Accounts.  These 
depreciation rates were originally taken from OG&E’s 2006 FERC Form 1 and are based on a 
depreciation study prepared in 2005 by Gannett Fleming, Inc. (the “2005 Depreciation Study”) 
that was approved by the OCC in Cause No. PUD 200500151.  The 2005 Depreciation Study 
was subsequently updated and approved by the Arkansas Public Service Commission in 2006 in 
Docket No. 06-070-U. 

Earlier this year, the OCC approved a Joint Stipulation and Settlement Agreement that 
resolved OG&E’s pending retail rate proceeding.10   The OCC’s order approved the use of 
updated depreciation rates based on a new Gannett Fleming study prepared in 2010 (the “2010 
Depreciation Study”).  The updated depreciation rates became effective for accounting and retail 
rate purposes on August 2, 2012. 

B. Description of Rate Change and Reasons for Filing 

Through this filing, OG&E seeks to update the depreciation rates reflected in Worksheet 
M to the Formula Rate to conform the Formula Rate to the depreciation rates contained in the 
2010 Depreciation Study, adopted by OG&E for accounting purposes and approved by the OCC.  
Order No. 618 provides that Commission approval is not required for public utilities to 
implement changes in depreciation rates for accounting purposes.  However, Order No. 618 
specifies that “[t]o change prices charged for power sales or transmission services (whether 
determined by stated rates or formula rates) to reflect a change in depreciation, a utility would 
first have to make a filing with [the Commission], pursuant to [FPA] Sections 205 or 206 . . . as 
appropriate, to that effect.”11 

As described in Mr. Veitch’s testimony, OG&E determines an annual transmission 
revenue requirement (“ATRR”) using the Formula Rate.  One component of the ATRR is 
depreciation expense, which is determined by applying approved depreciation rates by FERC 
account to the corresponding investment or original cost amounts.  The FERC Form 1 reflects 
the depreciation expense amounts recorded on OG&E’s books for the calendar period being 
reported, which calculation utilizes the depreciation rates set out in Worksheet M to the Formula 
Rate.   

The 2010 Depreciation Study updated the prior analysis to reflect OG&E’s electric plant 
in service as of December 31, 2009.  This updated analysis resulted in revisions to the 
                                                 
10  Oklahoma Gas and Electric Company, Order No. 599558, Cause No. PUD 201100087 (Okla. Corp. 
Comm’n July 9, 2012) 
11  Order No. 618 at 31,695 n.25.  
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depreciation rates identified at Worksheet M.  The revised Worksheet M to the Formula Rate 
contained in the SPP OATT is set out at Attachment 2 to this transmittal letter and a marked 
version which shows the specific changes to the current version of Worksheet M contained in the 
SPP OATT is Attachment 3.  Clean and marked versions of the revised Worksheet M to the 
OG&E OATT are included as Attachments 4 and 5, respectively.  The depreciation rates shown 
on the revised Worksheet M are taken from the 2010 Depreciation Study at “Part III Results of 
Study” at pages 4 through 11.  In his testimony, Mr. Veitch describes the specific changes to 
Worksheet M.  First, the revised Worksheet M provides additional sub-accounts for several of 
the plant accounts previously listed on an aggregate basis.  Second, the revised Worksheet M 
updates in many instances the specific depreciation rates for the Transmission, General, and 
Intangible Plant accounts shown on Worksheet M.   

In his testimony, Mr. Veitch also calculates the estimated revenue impact associated with 
the updated depreciation rates and explains that the revised depreciation rates based on the 2010 
Depreciation Study will produce a decrease in depreciation expenses of approximately 
$4,516,440.  Pursuant to the Formula Rate, the rates for transmission service under the OG&E 
OATT and in the OG&E pricing zone under the SPP OATT are based on estimated costs and are 
subject to true-up for each Rate Year, which runs from January 1 through December 31.  
Accordingly, if accepted, the updated depreciation rates will not result in an immediate change in 
the rates charged to OG&E’s and SPP’s transmission service customers, but will instead be 
reflected in the True-Up Adjustment to be submitted by OG&E on or about June 1, 2013, which 
will reconcile the estimated ATRR for the 2012 Rate Year with OG&E’s actual costs as 
identified in OG&E’s FERC Form 1 for 2012, and which will calculate any refund or surcharge 
as appropriate.   

IV. LIST OF DOCUMENTS SUBMITTED 

In addition to this transmittal letter, this filing contains the following materials: 

• Prepared Direct Testimony and Exhibits of Greg Veitch, Exhibit Nos. OGE-1 to 
OGE-3 (Attachment 1);   

• Proposed SPP OATT sheets (clean) (Attachment 2); 

• Proposed SPP OATT sheets (marked) (Attachment 3); 

• Proposed OG&E OATT sheets (clean) (Attachment 4); and 

• Proposed OG&E OATT sheets (marked) (Attachment 5). 
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V. REQUEST FOR WAIVER AND EFFECTIVE DATE 

OG&E respectfully request that the Commission accept the revised tariff sheets reflecting 
the updated depreciation rates to be effective August 2, 2012.  Good cause exists to waive the 
prior notice requirements to permit this effective date.12  The Commission will grant waiver of 
its prior notice requirement where, as is the case here, filings reduce rates and charges.  Central 
Hudson Gas & Electric Corp., 60 FERC ¶ 61,106 at 61,338, order on reh’g, 61 FERC ¶ 61,089 
(1992).  Consistent with this precedent, the Commission has granted requests for waiver of the 
prior notice requirements where a change in depreciation rates reduces depreciation expenses.  
See Florida Power Corp., 134 FERC ¶ 61,145, at P 18 (2011); Duke Energy Carolinas, LLC, 
130 FERC ¶ 61,079, at P  19, reh’g denied, 131 FERC ¶ 61,241 (2010).   

In addition, an August 2, 2012 effective date is consistent with the Formula Rate, which 
provides that the rates for transmission service shall reflect OG&E actual costs, including the 
depreciation rates adopted by OG&E for accounting purposes.  Pursuant to the OCC order, the 
updated depreciation accrual rates became effective for accounting purposes on August 2, 2012, 
and these updated rates will be reflected in OG&E’s actual depreciation expenses, including the 
depreciation expenses set out in OG&E’s 2012 FERC Form 1, together with OG&E’s other costs 
and expenses.  If the depreciation rates applicable to the Formula Rate do not correspond to the 
depreciation rates OG&E uses for accounting purposes, then OG&E’s Formula Rate will not 
reflect OG&E’s actual costs, thereby undermining the purpose and design of the Formula Rate.  
Such a result is unwarranted in this case, in which the requested effective date will provide for a 
reduction in depreciation expenses, a result that benefits transmission service customers.   

VI. ADDITIONAL COMPLIANCE WITH COMMISSION REQUIREMENTS 

A. Posting and Service 

Pursuant to Section 35.1(b)(3) of the Commission’s regulations,13 a copy of this filing is 
being served on SPP, the OCC, the APSC, and all of SPP’s and OG&E’s OATT customers.   

B. Request for Waiver of Part 35 Regulations 

Because this filing will result in a reduction in the depreciation expenses charged to 
transmission service customers pursuant to the Formula Rate, OG&E respectfully requests 
waiver of Section 35.13(c) of the Commission’s regulations.14  To the extent that this filing fails 
                                                 
12  18 C.F.R. § 35.11 (2012).  
13  18 C.F.R. § 35.13(b)(3) (2012). 
14  18 C.F.R. § 35.13(c), (d), (e), (h) (2012). 
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to contain any information otherwise required for technical compliance with the Commission’s 
regulations, OG&E respectfully requests that compliance with such regulations be waived.  

C. No Required Requisite Agreement 

No agreement is required by contract for the filing of proposed changes. 

D. No Improper Costs 

No costs or expenses that are the subject of this proceeding have been alleged or judged 
in any administrative or judicial proceeding to be illegal, duplicative, or unnecessary costs that 
are demonstrably the product of discriminatory employment practices.  

VII. CONCLUSION 

For the foregoing reasons, and for good cause shown, OG&E respectfully requests that 
the Commission accept the revised tariff sheets for filing, without suspension or hearing.  OG&E 
requests that the proposed tariff revisions be made effective on August 2, 2012. 

 
Respectfully submitted, 

 
 
Kimber L. Shoop 
Senior Attorney 
OGE Energy Corp. 
321 N. Harvey Ave. 
Oklahoma City, OK 73102 
Phone: 405-553-3023 
Fax: 405-553-3198 
shoopkl@oge.com 
 

 
 

James C. Beh 
James C. Beh 
Mosby G. Perrow 
JONES DAY 
51 Louisiana Ave, NW 
Washington, DC  20001 
Phone: 202-879-3939 
Fax: 202-626-1700 
jcbeh@jonesday.com 
mgperrow@jonesday.com 

   
      Attorneys for Oklahoma Gas and Electric Company 
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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
 

 ) 
Oklahoma Gas and Electric Co.  )  Docket No. ER13-___-000 

 ) 
 
 

PREPARED DIRECT TESTIMONY AND EXHIBITS  
OF GREG VEITCH 

 
 
 
I. INTRODUCTION AND QUALIFICATIONS 1 
 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 2 

A. My name is Greg Veitch. My business address is 321 N. Harvey, Oklahoma City, 3 

Oklahoma 73102. 4 

Q. WHAT IS YOUR CURRENT POSITION?  5 

A. I am employed by Oklahoma Gas and Electric Company (“OG&E” or “Company”) as 6 

Manager, Cost of Service. 7 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL AND PROFESSIONAL 8 

BACKGROUND. 9 

A. I earned a Bachelor of Science degree in Accounting from Central State University in 10 

1988.  In 1991, I became a Certified Public Accountant, licensed to practice in Oklahoma, 11 

and a member of the Oklahoma Society of Certified Public Accountants.  I have been 12 

employed by OG&E for more than thirty-nine years.  Except for my earlier experience at 13 

OG&E in utility operations (1973-1988), my corporate experience has been in the areas 14 

of accounting, tax and regulation.  I have worked in various positions covering several 15 
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accounting functions, including a manager’s position responsible for property and fuels 1 

accounting for four years. My experience in accounting included Securities and Exchange 2 

Commission filings, Federal Energy Regulatory Commission (“FERC”) Form 1 filings, 3 

internal and external financial accounting, and preparation and filing of the fuel 4 

adjustment clauses for all jurisdictions.  My seven years of experience in tax was 5 

primarily property tax related, during which time I worked closely with the Oklahoma 6 

Tax Commission and county officials and was involved with legislative issues.  My 7 

experience in Regulatory (2005 to present) has concerned primarily cost of service 8 

studies, revenue requirement calculations for special projects, and rate case support.  I 9 

was promoted to Manager, Cost of Service in September 2008.  I have attended various 10 

courses and seminars addressing accounting for public utilities, cost of service, rate 11 

design and utility industry related issues. 12 

II. OG&E’s UPDATED DEPRECIATION RATES 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 13 

A. In its most recent retail rate proceeding before the Oklahoma Corporation Commission 14 

(“OCC”), PUD 201100087, OG&E submitted a Depreciation Study dated August 17, 15 

2010, which addressed OG&E’s electric plant in service as of December 31, 2009 (“2010 16 

Depreciation Study”).  The 2010 Depreciation Study is included as Exhibit OGE-2 to my 17 

testimony.  The depreciation rates contained in the 2010 Depreciation Study were 18 

incorporated in a Joint Stipulation and Settlement Agreement that was approved by the 19 

OCC effective August 2, 2012.  Accordingly, the depreciation rates contained in the 2010 20 

Depreciation Study became effective for accounting purposes and for Oklahoma retail 21 

rates on August 2, 2012.   22 
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  My testimony and exhibits concern the application of the depreciation rates 1 

contained in the 2010 Depreciation Study to the formula rates for wholesale transmission 2 

service contained in the Open Access Transmission Tariff (“OATT”) for OG&E and for 3 

the Southwestern Power Pool (“SPP”) for transmission service under the SPP OATT for 4 

customers within the OG&E pricing zone.  Both the OG&E OATT and the SPP OATT 5 

contain specifically stated depreciation rates, which rates are based on a prior 6 

depreciation study.  My testimony will describe the 2010 Depreciation Study, will 7 

explain how OG&E intends to revise its tariff to update the stated depreciation rates, and 8 

will explain the effect of the change in depreciation rates on the level of depreciation 9 

expenses charged to OG&E’s and SPP’s transmission service customers.   10 

Q. PLEASE DESCRIBE BRIEFLY THE 2010 DEPRECIATION STUDY. 11 

A. OG&E engaged Gannett Fleming, Inc. to prepare a current depreciation study of OG&E's 12 

electric utility plant as of December 31, 2009.  All of OG&E's electric utility plant was 13 

covered by the 2010 Depreciation Study.  The purpose of the depreciation study was to 14 

estimate the annual depreciation accruals related to electric and common plant in service 15 

for financial and ratemaking purposes and to determine appropriate average service lives 16 

and net salvage percentages for each plant account.  The 2010 Depreciation Study, 17 

Exhibit No. OGE-2, is presented in three parts.  Part I, Introduction, describes the scope 18 

and basis for the depreciation study.  Part II, Methods Used in the Estimation of 19 

Depreciation, explains the basis of the study, the estimation of survivor curves and net 20 

salvage and the calculation of annual and accrued depreciation.  Part III, Results of Study, 21 

presents a description of the results, a summary of the depreciation calculations, graphs 22 
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and tables that relate to the service life and net salvage analyses, and the detailed 1 

depreciation calculations.   2 

Q. PLEASE DESCRIBE HOW DEPRECIATION EXPENSES ARE RECOVERED 3 

UNDER THE FORMULA RATE CONTAINED IN THE OG&E AND SPP OATTs.  4 

A. For each Rate Year, OG&E determines an annual transmission revenue requirement 5 

(“ATRR”) utilizing the approved Formula Rate.  One component of the ATRR is 6 

depreciation expense, which is determined by applying approved depreciation rates by 7 

FERC account to the corresponding investment or original cost amounts.  Depreciation 8 

expense amounts that are recorded on OG&E’s books have a corresponding offset to an 9 

accumulated depreciation account which is a balance sheet account that effectively 10 

reduces rate base in the Formula Rate. The FERC Form 1 reflects the depreciation 11 

expense amounts recorded on OG&E’s books for the calendar period being reported.  The 12 

accounting records reflect applicable depreciation rates and corresponding accumulated 13 

depreciation balances based on approved depreciation studies and based on prescribed 14 

accounting methods as reflected in the FERC Uniform System of Accounts. 15 

  In the latest 2011 OGE Baseline ATRR True-up filing made by OG&E, total 16 

company depreciation and amortization expense amounts are shown in the formula rate 17 

template beginning at line 92 of the “Data” tab.  These amounts are further allocated to 18 

the transmission function pursuant to specific allocation methodologies contained in the 19 

Formula Rate.  The transmission depreciation expense uses a Transmission Plant (“TP”) 20 

allocator of 91.267%.  The TP allocator is derived internally within the template and is 21 

determined in accordance with the Formula Rate at lines 118-122, and represents only 22 

that percentage of transmission plant that is included in the SPP tariff.  Worksheet H to 23 
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the Formula Rate specifically excludes from transmission plant radial lines, generation 1 

step-up transformers, and other related equipment that are not used to provide 2 

transmission service.  As part of the depreciation and amortization expense in the 3 

template, the formula also includes a provision (line 93) for Extraordinary & Storm Cost 4 

O&M Amortization and a provision for (line 94) Recovery of Abandoned Incentive Plant 5 

(both requiring Commission approval in a separate filing).  Lines 95 and 96 reflect the 6 

depreciation and amortization amounts related to general and intangible plant assets.   7 

  The ATRR includes an allocation of General and Intangible Plant.  For these plant 8 

categories, depreciation expenses are allocated to transmission in accordance with a 9 

Wages and Salaries (“W/S”) allocation methodology, which is determined in accordance 10 

with the Formula Rate at lines 123-129.  A W/S allocator is appropriate since these assets 11 

generally support the operations of multiple functions or activities in providing service 12 

and are not easily assignable to a particular function, such as transmission.  A major part 13 

of operations is labor that is sometimes referred to as “Supervised O&M.”  The W/S 14 

allocator was 6.588% in the latest 2011 OGE Baseline ATRR True-up filing made by 15 

OG&E.  16 

Q. PLEASE DESCRIBE HOW THE ANALYSIS CONTAINED IN THE 2010 17 

DEPRECIATION STUDY IS REFLECTED IN THE REVISIONS TO THE OG&E 18 

AND SPP OATT. 19 

A. The revised Worksheet M to the Formula Rate in the SPP tariff is set out at Attachment 2 20 

to OG&E’s filing and a marked version which shows the specific changes to the prior 21 

version of Worksheet M is Attachment 3 to the filing.  The revised Worksheet M to the 22 

Formula Rate for the OG&E tariff is set out at Attachment 4 to OG&E’s filing and a 23 



Exhibit No. OGE-1 
Page 6 of 8 

 

 

marked version which shows the specific changes to the prior version of Worksheet M is 1 

Attachment 5 to the filing.  The current FERC approved rates were taken from OG&E’s 2 

2006 FERC Form 1 and are based on a depreciation study prepared in 2005 by Gannett 3 

Fleming, Inc. (the “2005 Depreciation Study”) that was approved by the OCC in Cause 4 

No. PUD 200500151.  The 2005 Depreciation Study was subsequently updated and 5 

approved by the Arkansas Public Service Commission in 2006 in Docket No. 06-070-U.   6 

  The 2010 Depreciation Study updated the prior analysis to reflect OG&E’s 7 

electric plant in service as of December 31, 2009.  This updated analysis resulted in 8 

revisions to the depreciation rates identified at Worksheet M.  The rates shown on the 9 

revised Worksheet M are taken from the 2010 Depreciation Study at “Part III Results of 10 

Study” at pages 4 through 11.  The specific changes to Worksheet M fall into two 11 

categories.  12 

  First, the revised Worksheet M provides additional sub-accounts for several of the 13 

plant accounts previously listed on an aggregate basis.  The additional sub-accounts are 14 

shown in this filing to reflect the same level of detail as reflected in the depreciation 15 

study that are also expected to be the level of detail reflected in the 2012 FERC Form 1, 16 

at page 337.  For example, Account 392, Transportation Equipment, has been broken out 17 

into multiple sub-accounts based on the type of vehicle.   18 

  Second, the revised Worksheet M updates, in many instances, the specific 19 

depreciation rates for the Transmission, General, and Intangible Plant accounts shown on 20 

Worksheet M.    21 
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Q. ARE THERE OTHER CALCULATIONS WITHIN THE FORMULA RATE 1 

THAT WILL BE AFFECTED BY THE LATEST APPROVED DEPRECIATION 2 

STUDY? 3 

A. Yes.  Worksheet F of the Formula Rate, at Section III – Calculation of Composite 4 

Depreciation Rates, relies on the average transmission balances and depreciation amounts 5 

from OG&E’s FERC Form 1 to determine a composite depreciation expense rate and the 6 

associated depreciable life.  These composite rate/depreciable life calculations are used 7 

for revenue requirement purposes for currently applicable projects reflected in Worksheet 8 

G for base plan upgrades.  Worksheet F also is set up to use these calculations for any 9 

approved facilities receiving incentives that may occur in the future. 10 

Q. HAVE YOU QUANTIFIED THE EFFECT ON DEPRECIATION EXPENSE DUE 11 

TO THE CHANGE IN DEPRECIATION RATES? 12 

A. Yes.  Generally, as a result of the revisions to OG&E’s depreciation rates resulting from 13 

the 2010 Depreciation Study, annual depreciation expenses will be reduced for 14 

transmission assets.  I have quantified this reduction in depreciation expenses at Exhibit 15 

No. OGE-3, which details my calculation of the estimated revenue impact associated with 16 

the updated depreciation rates on a total company basis, i.e., for all of OG&E.  Exhibit 17 

No. OGE-3 provides a comparison of the estimated depreciation expense based on the 18 

new rates versus the old rates by FERC account using plant balances at June 30, 2012.  19 

This quarter ending period was used because the plant balances include, not only 20 

investment through 2011 that is currently used for depreciation charges to the OATTs in 21 

the formula rate, but also includes increases to date for those plant investments that will 22 

be reflected in OG&E’s 2012 FERC Form 1 that will determine the depreciation expense 23 
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amounts in the formula rate template for 2013.  These plant balances at June 30, 2012, 1 

and the resulting depreciation expense comparison using the new depreciation rates 2 

versus the old depreciation rates that are applied to each FERC account balance, provide 3 

a reasonable measure of what OG&E’s decrease in depreciation expense will be 4 

compared to what it would have been without the new 2010 Depreciation Study.  As 5 

shown in Exhibit No. OGE-3, applying these assumptions to the updated depreciation 6 

rates will reduce depreciation expense allocated to transmission services pursuant to the 7 

formula rate by approximately $4,516,440. 8 

  However, Exhibit No. OGE-3 is illustrative; the actual effect of the proposed 9 

change in depreciation rates will be reflected in the true-up adjustment that OG&E will 10 

prepare and deliver to transmission service customers on or about June 1, 2013.  As 11 

described by the Implementation Protocols that are part of the Formula Rate, the True-Up 12 

Adjustment will compare the estimated ATRR that is the basis for the transmission 13 

service rates paid in calendar year 2012 with the actual ATRR calculated in accordance 14 

with the 2012 FERC Form 1, which will be available in April of 2013.  The 2012 FERC 15 

Form 1 will reflect OG&E’s actual depreciation expenses, including the change in 16 

depreciation rates attributable to the 2010 Depreciation Study that was effective August 2, 17 

2012.  Any over- or under-recovery of OG&E’s actual costs of service will be reconciled 18 

by a refund or surcharge calculated in accordance with the Formula Rate.   19 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 20 

A. Yes.21 
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EXHIBIT NO. OGE-3 
 

COMPARISON OF ESTIMATED DEPRECIATION EXPENSE 
BASED ON NEW RATES TO DEPRECIATION EXPENSE 

BASED ON CURRENT RATES 
 

 



OKLAHOMA GAS AND ELECTRIC COMPANY
Worksheet M - Estimated Depreciation Expense Impacts
Based on 2010 Depreciation Study and Plant Investment at June 30, 2012

(a) (b) (c) (d) (e)
Total Total Depreciation Transmission Allocated

Depreciation Depreciation Expense Formula Rate Depr Exp
Ln Account Account Description Expense New Expense Old Increase (Decrease) Allocator * Difference

TRANSMISSION
1 350.2    Land Rights-Power Delivery 943,010$              987,313$              
2 350.3    Land Rights-Power Supply 2,686$                  3,150$                  
3 352.0    Structures and Improvements-PD 69,454$                41,763$                
4 352.1    Structures and Improvements-PS 13,477$                7,560$                  
5 353.0    Station Equipment 9,701,416$           7,550,232$           
6 353.1    Station Equipment-GSU 1,476,164$           962,103$              
7 353.2    Station Equipment-Security 93,849$                16,782$                
8 354.0    Towers and Fixtures 1,928,791$           2,885,217$           
9 355.0    Poles and Fixtures-PD 11,951,299$         14,302,374$         

10 355.1    Poles and Fixtures-PS 220,254$              273,444$              
11 356.0    Overhead Conductors and Devices-PD 6,753,433$           10,840,125$         
12 356.1    Overhead Conductors and Devices-PS 291,728$              428,689$              
13 358.0    Underground Conductors and Devices 1,403$                  1,403$                  
14 33,446,963$         38,300,156$         (4,853,193)$               91.267% (4,429,364)$          
15
16 INTANGIBLES
17 301    Organization 
18 302    Franchise and Consents 97,854$                129,719$              
19 303.1    Miscellaneous Intangible Plant-Competitive Payments 181,745$              181,745$              
20 303.2    Miscellaneous Intangible Plant-Software 3,814,383$           3,115,727$           
21 Total Intangibles 4,093,983$           3,427,191$           666,792$                    6.588% 43,928$                
22
23 GENERAL PLANT
24 389.2    Land Rights 3,814$                  3,238$                  
25 390.0    Structures and Improvements 3,449,450$           4,315,194$           
26 391.0    Office Furniture and Equipment-Accrued 1,811,161$           372,393$              
27 391.0    Office Furniture and Equipment-Amortized 647,911$              647,911$              
28 391.1    Computer Equipment-Accrued 448$                     85$                       
29 391.1    Computer Equipment-Amortized 313,387$              104,515$              
30 391.3    Fax and Copier Equipment -$                      -$                      
31 392.11 Transportation Equipment - Standard Cars - Power Supply 38,999$                83,156$                
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(a) (b) (c) (d) (e)
Total Total Depreciation Transmission Allocated

Depreciation Depreciation Expense Formula Rate Depr Exp
Ln Account Account Description Expense New Expense Old Increase (Decrease) Allocator * Difference
32 392.31 Transportation Equipment - Pickup Trucks - Power Supply 53,446$                180,896$              
33 392.41 Transportation Equipment - Light Trucks - Power Supply 3,941$                  43,351$                
34 392.51 Transportation Equipment - Heavy Trucks - Power Supply 3,762$                  501,012$              
35 392.61 Transportation Equipment - Trailers - Power Supply 948$                     24,010$                
36 392.1 Transportation Equipment - Standard Cars - Power Delivery 54,640$                138,739$              
37 392.3 Transportation Equipment - Pickup Trucks - Power Delivery 486,190$              1,470,725$           
38 392.4 Transportation Equipment - Light Trucks - Power Delivery 78,031$                457,264$              
39 392.5 Transportation Equipment - Heavy Trucks - Power Delivery 4,610,592$           4,990,640$           
40 392.6 Transportation Equipment - Trailers - Power Delivery 4,451$                  476,240$              
41 393.0    Stores Equipment-Accrued 32,368$                15,748$                
42 393.0    Stores Equipment-Amortized 13,490$                13,456$                
43 394.0    Tools, Shop and Garage Equipment-Accrued 324,996$              290,097$              
44 394.0    Tools, Shop and Garage Equipment-Amortized 162,389$              162,389$              
45 395.0    Laboratory Equipment-Accrued 695,825$              644,991$              
46 395.0    Laboratory Equipment-Amortized 237,827$              237,827$              
47 396.0    Power Operated Equipment 347,805$              163,781$              
48 397.0    Comunication Equipment-Accrued 51,402$                19,719$                
49 397.0    Comunication Equipment-Amortized 1,153,952$           1,153,952$           
50 398.0    Miscellaneous Equipment-Accrued 30,892$                89,312$                
51 398.0    Miscellaneous Equipment-Amortized 129,869$              129,869$              
52 Totals for General Plant 14,741,987$         16,730,512$         (1,988,524)$               6.588% (131,004)$             
53 Totals Intangibles & General Plant 18,835,970$         20,157,703$         (1,321,733)$               (87,076)$               
54
55 GRAND TOTAL 52,282,932$         58,457,859$         (6,174,926)$               (4,516,440)$          

#########################################################################################################################################
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OKLAHOMA GAS AND ELECTRIC COMPANY Page 1 of 2

Worksheet M - Depreciation Rates

Transmission
Ln Plant Account Account Description Rate

1 350.2 Land Rights 1.49%
2 350.3 Land Rights - Power Supply 1.33%
3 352.0 Structures and Improvements - Power Delivery 1.53%
4 352.1 Structures and Improvements - Power Supply 1.64%
5 353.0 Station Equipment 2.30%
6 353.1 Station Equipment - Step Up Transformers 2.82%
7 353.2 Station Equipment - Security 10.01%
8 354.0 Towers and Fixtures 1.21%
9 355.0 Poles and Fixtures - Power Delivery 3.05%

10 355.1 Poles and Fixtures - Power Supply 2.94%
11 356.0 Overhead Conductors and Devices - Power Delivery 1.95%
12 356.1 Overhead Conductors and Devices - Power Supply 2.13%
13 358 Underground Conductors and Devices 1.27%

General
Plant Account Account Description Rate

14 389.2 Land and Land Rights 2.58%
15 390.0 Structures and Improvements 2.55%
16 391.0 Office Furniture and Equipment - Accrued 32.44%
17 391.0 Office Furniture and Equipment - Amortized 6.67%
18 391.1 Computer Equipment-Accrued 34.96%
19 391.1 Computer Equipment-Amortized 20.00%
20 392.11 Transportation Equipment - Standard Cars - Power Supply 11.04%
21 392.31 Transportation Equipment - Pickup Trucks - Power Supply 3.90%
22 392.41 Transportation Equipment - Light Trucks - Power Supply 1.90%
23 392.51 Transportation Equipment - Heavy Trucks - Power Supply 0.57%
24 392.61 Transportation Equipment - Trailers - Power Supply 0.70%
25 392.1 Transportation Equipment - Standard Cars - Power Delivery 5.62%
26 392.3 Transportation Equipment - Pickup Trucks - Power Delivery 4.00%
27 392.4 Transportation Equipment - Light Trucks - Power Delivery 2.50%
28 392.5 Transportation Equipment - Heavy Trucks - Power Delivery 9.22%
29 392.6 Transportation Equipment - Trailers - Power Delivery 0.13%
30 393.0 Stores Equipment-Accrued 5.94%
31 393.0 Stores Equipment-Amortized 4.01%
32 394.0 Tools, Shop and Garage Equipment-Accrued 5.96%
33 394.0 Tools, Shop and Garage Equipment-Amortized 4.00%

Source: 2010 Depreciation Study, pages III-4 through III-11
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Worksheet M - Depreciation Rates

General
Ln Plant Account Account Description Rate

34 395.0 Laboratory Equipment-Accrued 10.54%
35 395.0 Laboratory Equipment-Amortized 5.00%
36 396.0 Power Operated Equipment 3.78%
37 397.0 Comunication Equipment-Accrued 13.92%
38 397.0 Comunication Equipment-Amortized 10.00%
39 398.0 Miscellaneous Equipment-Accrued 1.01%
40 398.0 Miscellaneous Equipment-Amortized 5.00%

Intangible
Plant Account

41 302.0 Franchises and Consents 3.90%
42 303.1 Misc. Intangible Plant - Competitive Payments 33.33%
43 303.2 Misc. Intangible Plant - Software 10.81%

Note: These rates are fixed and will be changed only by a separate FPA 205 filing.

Source: 2010 Depreciation Study, pages III-4 through III-11
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Worksheet M - Depreciation Rates
Source: 2006 Form I, page 337.1 & 337.2, column (e)Source: 2010 Depreciation Study, pages III-4 through III-11

Transmission
Ln Plant Account Account Description Rate

350 Land and Land Rights 1.56%
1 350.2 Land Rights 1.49%
2 350.3 Land Rights - Power Supply 1.33%

352 Structures and Improvements 0.92%
3 352.0 Structures and Improvements - Power Delivery 1.53%
4 352.1 Structures and Improvements - Power Supply 1.64%

353 Station Equipment 1.79%
5 353.0 Station Equipment 2.30%
6 353.1 Station Equipment - Step Up Transformers 2.82%
7 353.2 Station Equipment - Security 10.01%
8 354.0 Towers and Fixtures 1.81% 1.21%

355 Poles and Fixtures 3.65%
9 355.0 Poles and Fixtures - Power Delivery 3.05%

10 355.1 Poles and Fixtures - Power Supply 2.94%
356 Overhead Conductors and Devices 3.13%

11 356.0 Overhead Conductors and Devices - Power Delivery 1.95%
12 356.1 Overhead Conductors and Devices - Power Supply 2.13%
13 358 Underground Conductors and Devices 1.27%

General
Plant Account Account Description Rate

14 389.2 Land and Land Rights 2.19% 2.58%
15 390.0 Structures and Improvements 3.19% 2.55%

391 Office Furniture and Equipment 5.01%
16 391.0 Office Furniture and Equipment - Accrued 32.44%
17 391.0 Office Furniture and Equipment - Amortized 6.67%
18 391.1    Computer Equipment-Accrued 34.96%
19 391.1    Computer Equipment-Amortized 20.00%

392 Transportation Equipment 10.99%
20 392.11 Transportation Equipment - Standard Cars - Power Supply 11.04%
21 392.31 Transportation Equipment - Pickup Trucks - Power Supply 3.90%
22 392.41 Transportation Equipment - Light Trucks - Power Supply 1.90%
23 392.51 Transportation Equipment - Heavy Trucks - Power Supply 0.57%
24 392.61 Transportation Equipment - Trailers - Power Supply 0.70%
25 392.1 Transportation Equipment - Standard Cars - Power Delivery 5.62%
26 392.3 Transportation Equipment - Pickup Trucks - Power Delivery 4.00%
27 392.4 Transportation Equipment - Light Trucks - Power Delivery 2.50%
28 392.5 Transportation Equipment - Heavy Trucks - Power Delivery 9.22%
29 392.6 Transportation Equipment - Trailers - Power Delivery 0.13%

393 Stores Equipment 2.89%
30 393.0    Stores Equipment-Accrued 5.94%
31 393.0    Stores Equipment-Amortized 4.01%

394 Tools, Shop and Garage Equipment 5.32%
32 394.0    Tools, Shop and Garage Equipment-Accrued 5.96%
33 394.0    Tools, Shop and Garage Equipment-Amortized 4.00%

395 Laboratory Equipment 9.77%
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Worksheet M - Depreciation Rates
Source: 2010 Depreciation Study, pages III-4 through III-11

General
Ln Plant Account Account Description Rate

34 395.0    Laboratory Equipment-Accrued 10.54%
35 395.0    Laboratory Equipment-Amortized 5.00%
36 396.0 Power Operated Equipment 1.78% 3.78%

397 Communication Equipment 5.34%
37 397.0    Comunication Equipment-Accrued 13.92%
38 397.0    Comunication Equipment-Amortized 10.00%

398 Miscellaneous Equipment 3.50%
39 398.0    Miscellaneous Equipment-Accrued 1.01%
40 398.0    Miscellaneous Equipment-Amortized 5.00%

Intangibles
Plant Account 10.28%

41 302.0 Franchises and Consents 3.90%
42 303.1 Misc. Intangible Plant - Competitive Payments 33.33%
43 303.2 Misc. Intangible Plant - Software 10.81%

Note: These rates are fixed and will be changed only by a separate FPA 205 filing.
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Worksheet M - Depreciation Rates

Transmission
Ln Plant Account Account Description Rate

1 350.2 Land Rights 1.49%
2 350.3 Land Rights - Power Supply 1.33%
3 352.0 Structures and Improvements - Power Delivery 1.53%
4 352.1 Structures and Improvements - Power Supply 1.64%
5 353.0 Station Equipment 2.30%
6 353.1 Station Equipment - Step Up Transformers 2.82%
7 353.2 Station Equipment - Security 10.01%
8 354.0 Towers and Fixtures 1.21%
9 355.0 Poles and Fixtures - Power Delivery 3.05%

10 355.1 Poles and Fixtures - Power Supply 2.94%
11 356.0 Overhead Conductors and Devices - Power Delivery 1.95%
12 356.1 Overhead Conductors and Devices - Power Supply 2.13%
13 358 Underground Conductors and Devices 1.27%

General
Plant Account Account Description Rate

14 389.2 Land and Land Rights 2.58%
15 390.0 Structures and Improvements 2.55%
16 391.0 Office Furniture and Equipment - Accrued 32.44%
17 391.0 Office Furniture and Equipment - Amortized 6.67%
18 391.1 Computer Equipment-Accrued 34.96%
19 391.1 Computer Equipment-Amortized 20.00%
20 392.11 Transportation Equipment - Standard Cars - Power Supply 11.04%
21 392.31 Transportation Equipment - Pickup Trucks - Power Supply 3.90%
22 392.41 Transportation Equipment - Light Trucks - Power Supply 1.90%
23 392.51 Transportation Equipment - Heavy Trucks - Power Supply 0.57%
24 392.61 Transportation Equipment - Trailers - Power Supply 0.70%
25 392.1 Transportation Equipment - Standard Cars - Power Delivery 5.62%
26 392.3 Transportation Equipment - Pickup Trucks - Power Delivery 4.00%
27 392.4 Transportation Equipment - Light Trucks - Power Delivery 2.50%
28 392.5 Transportation Equipment - Heavy Trucks - Power Delivery 9.22%
29 392.6 Transportation Equipment - Trailers - Power Delivery 0.13%
30 393.0 Stores Equipment-Accrued 5.94%
31 393.0 Stores Equipment-Amortized 4.01%
32 394.0 Tools, Shop and Garage Equipment-Accrued 5.96%
33 394.0 Tools, Shop and Garage Equipment-Amortized 4.00%

Source: 2010 Depreciation Study, pages III-4 through III-11
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Worksheet M - Depreciation Rates

General
Ln Plant Account Account Description Rate

34 395.0 Laboratory Equipment-Accrued 10.54%
35 395.0 Laboratory Equipment-Amortized 5.00%
36 396.0 Power Operated Equipment 3.78%
37 397.0 Comunication Equipment-Accrued 13.92%
38 397.0 Comunication Equipment-Amortized 10.00%
39 398.0 Miscellaneous Equipment-Accrued 1.01%
40 398.0 Miscellaneous Equipment-Amortized 5.00%

Intangible
Plant Account

41 302.0 Franchises and Consents 3.90%
42 303.1 Misc. Intangible Plant - Competitive Payments 33.33%
43 303.2 Misc. Intangible Plant - Software 10.81%

Note: These rates are fixed and will be changed only by a separate FPA 205 filing.

Source: 2010 Depreciation Study, pages III-4 through III-11
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OKLAHOMA GAS AND ELECTRIC COMPANY Page 1 of 12

Worksheet M - Depreciation Rates
Source: 2006 Form I, page 337.1 & 337.2, column (e)Source: 2010 Depreciation Study, pages III-4 through III-11

Transmission
Ln Plant Account Account Description Rate

350 Land and Land Rights 1.56%
1 350.2 Land Rights 1.49%
2 350.3 Land Rights - Power Supply 1.33%

352 Structures and Improvements 0.92%
3 352.0 Structures and Improvements - Power Delivery 1.53%
4 352.1 Structures and Improvements - Power Supply 1.64%

353 Station Equipment 1.79%
5 353.0 Station Equipment 2.30%
6 353.1 Station Equipment - Step Up Transformers 2.82%
7 353.2 Station Equipment - Security 10.01%
8 354.0 Towers and Fixtures 1.81% 1.21%

355 Poles and Fixtures 3.65%
9 355.0 Poles and Fixtures - Power Delivery 3.05%

10 355.1 Poles and Fixtures - Power Supply 2.94%
356 Overhead Conductors and Devices 3.13%

11 356.0 Overhead Conductors and Devices - Power Delivery 1.95%
12 356.1 Overhead Conductors and Devices - Power Supply 2.13%
13 358 Underground Conductors and Devices 1.27%

General
Plant Account Account Description Rate

14 389.2 Land and Land Rights 2.19% 2.58%
15 390.0 Structures and Improvements 3.19% 2.55%

391 Office Furniture and Equipment 5.01%
16 391.0 Office Furniture and Equipment - Accrued 32.44%
17 391.0 Office Furniture and Equipment - Amortized 6.67%
18 391.1    Computer Equipment-Accrued 34.96%
19 391.1    Computer Equipment-Amortized 20.00%

392 Transportation Equipment 10.99%
20 392.11 Transportation Equipment - Standard Cars - Power Supply 11.04%
21 392.31 Transportation Equipment - Pickup Trucks - Power Supply 3.90%
22 392.41 Transportation Equipment - Light Trucks - Power Supply 1.90%
23 392.51 Transportation Equipment - Heavy Trucks - Power Supply 0.57%
24 392.61 Transportation Equipment - Trailers - Power Supply 0.70%
25 392.1 Transportation Equipment - Standard Cars - Power Delivery 5.62%
26 392.3 Transportation Equipment - Pickup Trucks - Power Delivery 4.00%
27 392.4 Transportation Equipment - Light Trucks - Power Delivery 2.50%
28 392.5 Transportation Equipment - Heavy Trucks - Power Delivery 9.22%
29 392.6 Transportation Equipment - Trailers - Power Delivery 0.13%

393 Stores Equipment 2.89%
30 393.0    Stores Equipment-Accrued 5.94%
31 393.0    Stores Equipment-Amortized 4.01%

394 Tools, Shop and Garage Equipment 5.32%
32 394.0    Tools, Shop and Garage Equipment-Accrued 5.96%
33 394.0    Tools, Shop and Garage Equipment-Amortized 4.00%

395 Laboratory Equipment 9.77%



OKLAHOMA GAS AND ELECTRIC COMPANY Page 2 of 2

Worksheet M - Depreciation Rates
Source: 2010 Depreciation Study, pages III-4 through III-11

General
Ln Plant Account Account Description Rate

34 395.0    Laboratory Equipment-Accrued 10.54%
35 395.0    Laboratory Equipment-Amortized 5.00%
36 396.0 Power Operated Equipment 1.78% 3.78%

397 Communication Equipment 5.34%
37 397.0    Comunication Equipment-Accrued 13.92%
38 397.0    Comunication Equipment-Amortized 10.00%

398 Miscellaneous Equipment 3.50%
39 398.0    Miscellaneous Equipment-Accrued 1.01%
40 398.0    Miscellaneous Equipment-Amortized 5.00%

Intangibles
Plant Account 10.28%

41 302.0 Franchises and Consents 3.90%
42 303.1 Misc. Intangible Plant - Competitive Payments 33.33%
43 303.2 Misc. Intangible Plant - Software 10.81%

Note: These rates are fixed and will be changed only by a separate FPA 205 filing.
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